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INTRO 

The loan application asks a perfectly ordinary question: "What 

percentage of your annual revenue comes from your largest 

customer?" Nathan, the owner of a small engineering services 

company, types 68. Then he checks last year's invoices and corrects 

it to 74. After another calculation, he arrives at 79. He stares at the 

number for a moment, wondering whether the bank offers a 

separate box for "Please don't judge me." Business has never been 

better. His employees are busy, invoices are being paid, and his 

biggest customer keeps requesting additional projects. Yet a 

question that took less than twenty seconds to read has revealed 

something he has successfully avoided thinking about for years. 

Nearly four out of every five dollars entering his business depend 

on one organization continuing to buy from him. 

There is something wonderfully contradictory about having a 

customer who is both your greatest commercial achievement and 

your most uncomfortable source of anxiety. You worked hard to 

win that account. You delivered good work, earned trust, survived 

difficult negotiations, and probably answered more urgent emails 

than any reasonable person should receive in a lifetime. Now the 

customer provides predictable revenue, valuable experience, and 

opportunities that smaller contracts could never offer. You should 

be pleased. You probably are. Unfortunately, somewhere along the 

way, gratitude has acquired an unpleasant companion: the 

realization that someone else's budget meeting could rearrange 

your entire financial future. 

A large customer is not automatically a problem. In fact, 

concentrating resources on a valuable relationship can be a 

sensible commercial decision. Repeat business reduces the effort 

required to find new work. Familiar procedures make delivery 

more efficient. Larger orders can justify investment in equipment, 
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employees, and specialist expertise. The trouble begins when these 

advantages quietly become conditions your company cannot 

function without. You stop asking whether a particular request is 

profitable because maintaining the relationship seems more 

important. You postpone conversations with potential customers 

because your biggest account needs attention. Eventually, your 

business may have its own registration number, branding, and 

office furniture while possessing approximately the negotiating 

freedom of a department that forgot it was supposed to be 

independent. 

The percentage of revenue generated by one customer matters, 

but it tells only part of the story. Consider two businesses, each 

receiving 75 percent of its revenue from a single account. The first 

has low fixed expenses, healthy margins, available cash, and skills 

that other customers could readily use. The second has purchased 

specialist machinery, hired a dedicated team, and signed long-term 

agreements to satisfy one buyer's requirements. If orders suddenly 

decline, their financial consequences will be very different. What 

matters is not merely how concentrated your sales are, but how 

exposed your business would become if the relationship changed. 

Revenue concentration is a useful warning signal. It is not, by itself, 

a complete assessment of danger. 

There is also a distinction between the customer who 

contributes the most revenue and the customer who contributes 

the most economic value. A demanding account might generate 

impressive sales while consuming considerable labor, materials, 

management attention, and working capital. A smaller account 

could produce better margins with fewer complications. 

Conversely, a large, efficient contract might support the entire 

business remarkably well. Looking only at turnover can encourage 

expensive mistakes. An impressive invoice does not automatically 

translate into an impressive profit, particularly after everyone 

involved has finished submitting their timesheets. Nor does a 
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profitable contract guarantee comfortable cash flow if payment 

arrives long after you have paid the people and suppliers needed to 

deliver it. 

Many owners recognize this vulnerability and respond by 

working even harder for their largest customer. The reasoning 

sounds convincing: keep the customer happy, protect the contract, 

and everything will remain stable. Excellent service is important, 

but it cannot guarantee another organization's future purchasing 

decisions. Your customer might change strategy, merge with 

another business, relocate operations, or reduce expenditure. It 

may genuinely appreciate your work and still need less of it. You 

cannot negotiate away every uncertainty through exceptional 

friendliness, although business culture occasionally behaves as if 

the phrase "We really value our partnership" were a legally binding 

financial guarantee. 

The opposite reaction can be just as damaging. After one 

uncomfortable pricing discussion, an owner announces that 

dependence must end immediately. New markets will be 

conquered, customer acquisition will triple, and the largest account 

will finally learn that the supplier has other options. The 

announcement feels liberating. Unfortunately, employees still need 

salaries, suppliers expect payment, and the new customers have 

not necessarily received their invitation to participate in this 

exciting transformation. Abruptly cutting profitable work before 

replacing its economic contribution can turn a manageable 

concentration risk into an immediate cash crisis. Independence 

achieved by removing your main source of income is rather less 

attractive when you discover that the remaining sources cannot 

cover next month's expenses. 

A more productive approach begins with understanding what 

can actually change. You may need to develop relationships with 

additional buyers, but those relationships must be worthwhile and 

manageable. You may need to renegotiate terms, but a reasonable 
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negotiation begins with knowing your costs and the value you 

deliver. You may need to reduce exposure, but that does not 

necessarily require reducing sales to your existing customer. If 

other revenue grows while the original relationship remains 

healthy, your business can become less concentrated without 

deliberately damaging something valuable. Sometimes the most 

sensible improvement is not immediately visible in a revenue chart. 

Better payment terms, more adaptable operating costs, or a 

credible financial reserve can also increase your room to maneuver. 

Of course, none of these changes occurs in a world where you 

have unlimited time, money, and employees. Perhaps you run the 

business almost entirely yourself. Perhaps your team is already 

stretched, with every additional project threatening to turn the 

production schedule into an elaborate work of fiction. Finding new 

customers requires attention, yet serving existing customers pays 

the bills. This is one of the central frustrations of dependence: the 

relationship that makes growth possible can also occupy the 

resources needed to create alternatives. Advice that simply tells 

you to "go and win ten new accounts" is not especially helpful 

unless it explains where the necessary capacity, sales effort, and 

financing will come from. 

You will also have to make peace with uncertainty. New 

prospects may reject your proposal, ask for changes, or take 

months to decide. A promising market may prove smaller than 

expected. Some businesses operate in industries where there are 

only a handful of serious buyers. Others have contractual, technical, 

or operational constraints that make diversification expensive. 

There is no universal customer percentage that magically makes 

every company safe. The sensible objective is to improve your 

ability to absorb changes, protect essential obligations, and make 

decisions without automatically surrendering to whichever 

customer happens to account for the largest number on your sales 

report. 
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As a starting point, consider one uncomfortable question: if your 

largest customer reduced its orders substantially next quarter, 

what would happen first? Would you lose profit, struggle to pay 

suppliers, leave employees without enough work, or find yourself 

committed to equipment that nobody else needs? Which expenses 

could you genuinely reduce, and which would continue regardless? 

You do not need a perfectly accurate forecast to begin answering. 

You need an honest distinction between what you know, what you 

assume, and what remains outside your control. Where contracts, 

debt, employment obligations, or serious financial difficulties are 

involved, professional legal or financial advice may be necessary. 

Common sense is useful, but it is not a substitute for understanding 

binding commitments. 

This book is about developing that judgment without turning 

every customer conversation into a confrontation. You can 

appreciate your biggest account, deliver excellent service, and still 

build a business with more choices. You can negotiate respectfully 

without agreeing to every request. You can pursue additional 

revenue without filling your calendar with unprofitable work. And 

you can plan gradual changes without pretending that a successful 

company can reinvent itself overnight, preferably before lunch. 

Your largest customer may remain your largest customer for 

many years. That is perfectly acceptable if the arrangement 

continues to make economic sense and you understand the risks. 

The real achievement is reaching a point where an unexpected call 

from that customer is a business matter to evaluate, rather than an 

event that immediately determines your financial survival. 

You do not need to fire your best customer to regain control of 

your company. You need to make sure that, however important the 

relationship becomes, the business you built still has a future of its 

own. 
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Chapter 1 - One Wonderful Customer and a 

Business with Very Little Room for Error 

The accountant has just asked a question that nobody wanted on 

the agenda. 

"If your largest customer disappeared, which of these expenses 

would disappear with them?" 

Oliver, who owns a company manufacturing custom display 

fixtures for retail stores, looks at the financial statement. His largest 

customer accounts for most of the production schedule, pays 

substantial invoices, and has helped the business expand from a 

small workshop into a respectable operation with twelve 

employees. The relationship is excellent. Orders arrive regularly, 

the purchasing manager is reasonable, and the company has 

recently been praised for its reliability. Oliver can explain all of this 

in considerable detail. Unfortunately, his accountant is still waiting 

for an answer about the expenses. This feels unnecessarily harsh, 

considering everyone was having such a pleasant morning. 

The uncomfortable truth is that a successful business and a 

resilient business are not necessarily the same thing. You can have 

excellent customers, increasing revenue, satisfied employees, and a 

healthy reputation while remaining vulnerable to one decision 

made outside your organization. The danger is easy to overlook 

because nothing appears broken. In fact, the very arrangement 

creating the vulnerability may also be responsible for your success. 

A large account gives you the confidence to hire people, purchase 

equipment, and make commitments that would otherwise seem too 

risky. Those decisions may be entirely justified. What matters is 

whether your business could adapt if the assumptions supporting 

them changed. 

The percentage that starts the conversation 
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Customer concentration is usually measured by calculating how 

much of your total revenue comes from a particular buyer. If your 

company generates $1.5 million in annual revenue and one 

customer contributes $975,000, that customer's share is 65 

percent. The calculation is straightforward, provided you use the 

same reporting period and consistent revenue figures. Comparing 

one customer's cash payments with the company's invoiced 

revenue, for example, can produce a misleading result. Accounting 

software will cheerfully perform calculations using whatever 

numbers you provide. It is remarkably unwilling to ask whether 

you have accidentally compared apples, oranges, and an unpaid 

invoice from February. 

A high percentage deserves attention, but it does not 

automatically describe the severity of your exposure. Two 

businesses might each receive 65 percent of revenue from their 

largest customer while facing completely different consequences if 

orders declined. One operates with flexible subcontractors, limited 

fixed expenses, and products that can readily be sold elsewhere. 

The other maintains specialized machinery, dedicated employees, 

and leased premises designed almost entirely around that 

customer's requirements. The first may have time to reorganize 

after losing the account. The second might face serious financial 

pressure before it can make meaningful changes. The same 

concentration figure tells you where the money originates. It does 

not tell you how much of your business depends on that money 

continuing to arrive. 

Oliver's accountant therefore asks him to examine the economic 

contribution of each customer group. In a simplified illustration, 

the largest account generates $975,000 in annual revenue and 

requires $640,000 in directly attributable costs. The remaining 

customers generate $525,000 and incur $275,000 in comparable 

costs. That leaves contributions of $335,000 and $250,000 

respectively, before the company's other operating expenses. If 
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those remaining expenses total $480,000, the business produces an 

operating surplus of $105,000. These figures are illustrative, not a 

substitute for a proper accounting analysis, but they reveal 

something important: the relationship between sales and financial 

security is much more complicated than the size of the invoices. 

Now suppose the largest customer reduces orders by 30 

percent. If all directly attributable costs fall proportionately, the 

company loses approximately $100,500 in contribution. Almost its 

entire previous operating surplus disappears. This calculation 

assumes costs respond immediately and conveniently, which real 

businesses are often reluctant to do. Materials may already have 

been purchased, employees remain entitled to their agreed 

compensation, and equipment leases continue regardless of 

whether the machines are busy. In practice, the short-term damage 

could therefore be worse. A reduction in total company revenue of 

less than twenty percent could eliminate nearly all operating profit. 

That is the sort of relationship between numbers worth discovering 

before a customer announces a change of plans. 

The expenses that refuse to leave 

Not every expense behaves alike when sales decline. Some costs 

arise directly from fulfilling an order and can be avoided when that 

order is not placed. Others are committed for months or years. A 

company might stop purchasing particular materials almost 

immediately but remain responsible for premises, insurance, loan 

payments, and employee contracts. Even costs described as 

variable in a financial model may not change instantly. Minimum 

purchasing commitments, cancellation charges, and existing 

inventory can delay the reduction. Treating every expense as if it 

automatically shrinks with revenue is a reliable way to create a 

reassuring forecast that has never met an actual supplier. 

The useful question is how quickly the company can change its 

spending without damaging its ability to operate. Oliver discovers 

that several machines purchased for the large account could also 



13 

manufacture products for other customers, which provides some 

flexibility. A specialist finishing line, however, has very limited 

alternative applications. Selling it might release cash, but would 

also involve uncertainty about the resale price and could reduce his 

ability to fulfill future orders. Keeping it creates ongoing expense. 

Neither choice is automatically correct. The important information 

is that the business has different degrees of flexibility across its 

assets, people, and commitments, and these differences determine 

how much time it has to respond. 

There is another cost that rarely appears clearly on a profit-and-

loss statement: the capacity consumed by servicing the largest 

customer. A buyer might produce 50 percent of revenue while 

occupying 85 percent of a specialist team's working hours. The 

remaining capacity may be insufficient for attractive new projects, 

even when potential customers are willing to pay. This makes the 

business dependent in two ways. It needs the existing account's 

revenue, and it struggles to develop alternatives because the same 

account occupies the people and equipment necessary to serve 

them. A full production schedule looks impressive until you 

discover that every promising opportunity receives the same 

answer: "We would love to help, provided your project can wait 

until approximately the next geological era." 

For this reason, measuring concentration by revenue alone can 

conceal important operational weaknesses. Look at the percentage 

of production time, specialist capacity, management attention, and 

working capital devoted to the account. You do not need a perfect 

allocation of every minute to understand the pattern. A reasonable 

estimate based on actual schedules and costs will often reveal 

whether the customer is consuming resources in proportion to its 

economic contribution. If a demanding relationship consistently 

occupies most of the company while generating a relatively modest 

contribution, the apparent security of a large contract may be less 

attractive than it first appears. 
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Customer identity also deserves closer examination. Your 

invoicing system may display six separate customers that are 

subsidiaries of the same corporate group. Their purchasing 

decisions could still depend on a common budget or central 

procurement department. Similarly, several contractors may 

ultimately receive their funding from one underlying project. 

Legally distinct counterparties are not always economically 

independent sources of demand. That distinction matters when 

assessing how many purchasing decisions would have to change 

before your business suffered a significant decline. Counting 

company names without examining the relationships behind them 

can create a wonderful illusion of diversification, especially if the 

spreadsheet has enough different colors. 

Revenue that exists and money you can actually use 

A profitable contract can become dangerous when its payment 

arrangements require substantial financing. Imagine a customer 

placing a large order with payment due after delivery and approval. 

You must pay employees and suppliers before receiving that 

money. If the customer represents most of your outstanding 

receivables, even an ordinary administrative delay may create a 

serious cash shortage. The relationship can remain commercially 

healthy while your bank account develops an increasingly 

pessimistic outlook. Profitability, liquidity, and customer 

concentration are connected, but they measure different things. 

Oliver therefore needs to consider when cash leaves the 

company and when it returns. He can examine outstanding 

invoices, expected payment dates, advance payments, and the 

expenses required to complete unfinished work. A customer with 

relatively modest annual revenue may create significant financial 

exposure if a substantial amount of unpaid work is concentrated in 

one project. Conversely, predictable advance payments can reduce 

the financing burden of a larger contract. The analysis should 

distinguish money already received from money expected, and 
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confirmed obligations from projected orders. Those distinctions 

may sound painfully administrative, but the payroll provider is 

unlikely to accept "Our forecast remains encouraging" as a payment 

method. 

Contractual protection matters too. A customer who has ordered 

consistently for five years may not be contractually required to 

continue ordering next month. A framework agreement can 

establish prices and working procedures without guaranteeing 

minimum purchases. Other contracts may contain committed 

volumes, cancellation provisions, or notice periods that offer some 

predictability. Their practical value depends on the precise 

wording, applicable law, and circumstances. For a financially 

significant relationship, professional legal review may be 

appropriate. Business owners sometimes confuse the impressive 

thickness of an agreement with the protection it provides. 

Unfortunately, documents do not become stronger merely by 

requiring a larger folder. 

What happens when the good news stops? 

A useful concentration assessment should include a realistic 

adverse scenario rather than relying exclusively on historical 

performance. You might examine a moderate reduction in orders, a 

longer payment delay, or the loss of a particular project. The 

purpose is not to predict exactly which difficulty will occur. It is to 

understand what would happen if one important assumption failed. 

Start with a defined period, such as the next three months, and 

identify the revenue that would remain, costs that could genuinely 

be avoided, committed expenses, and available cash. Then consider 

the time required to respond. 

A business might survive a temporary reduction with limited 

disruption but struggle with a permanent loss. Another might have 

enough cash to withstand several months without its largest 

account, yet require considerable time to redeploy specialist 

employees. Those are different vulnerabilities requiring different 
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decisions. If you discover that a three-month disruption would 

threaten essential obligations, improving liquidity may deserve 

greater immediate attention than launching a new product. If 

financial reserves are adequate but most of your equipment has no 

alternative application, longer-term flexibility may be the greater 

concern. Your assessment should identify the problem that actually 

matters, rather than produce an impressive collection of alarming 

numbers. 

It is equally important not to interpret every uncertainty as 

evidence of impending disaster. Customers change forecasts, adjust 

budgets, and occasionally negotiate aggressively without planning 

to end the relationship. A contract with demanding requirements 

may still be highly profitable and worth maintaining. Concentration 

is an exposure to changing circumstances, not proof that your 

customer intends to exploit you. Assess the relationship using 

observable behavior, economics, contractual commitments, and 

your ability to adapt. Suspicion is not a substitute for analysis, and 

treating a reliable customer like a suspected criminal is rarely an 

excellent retention strategy. 

The first practical result of this examination should be a clear 

picture of your business as it stands. Oliver can identify the largest 

customer's revenue share, contribution after attributable costs, 

payment exposure, dedicated resources, and obligations that would 

remain if orders declined. He can compare these with the capacity 

and income provided by other customers. Where figures are 

uncertain, he can record reasonable estimates rather than 

pretending to possess greater precision than the available 

information supports. A concise analysis that guides decisions is 

more useful than an elaborate dashboard nobody understands 

without a twenty-minute introduction. 

Most importantly, the findings should not automatically trigger a 

campaign to reduce sales to the largest customer. If the contract is 

profitable and the relationship constructive, deliberately damaging 
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it could worsen the company's position. The assessment provides a 

basis for deciding what to strengthen: financial flexibility, 

alternative demand, the adaptability of equipment, or the terms 

under which work is accepted. In some businesses, several 

improvements will be needed. They can be approached at a pace 

that reflects available money, people, and genuine opportunities. 

By the end of his meeting, Oliver has not lost a customer or 

received an unexpected cancellation. His company remains busy, 

and the same orders are waiting to be manufactured. What has 

changed is his understanding of the business behind those orders. 

He now knows which expenses would continue if the largest 

account reduced purchases, which resources could be redirected, 

and where the greatest uncertainty lies. That knowledge does not 

eliminate commercial risk, but it prevents him from confusing a 

successful year with a guarantee of future stability. 

Having one wonderful customer is not a business failure. Failing 

to understand what would happen if that relationship changed is a 

much more serious management problem. The objective is not to 

become frightened of success, but to make sure success has not 

quietly left your company with only one possible future. 
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Chapter 2 - How a Great Contract Quietly 

Takes Over Your Business 

Four years ago, Maya's company maintained heating and 

ventilation systems for thirteen commercial property owners. 

Today it works mainly for one. Nobody held a meeting to approve 

this transformation. There was no strategic announcement, no 

acquisition, and certainly no ceremonial handing over of the 

company keys. It happened through a series of ordinary decisions. 

One customer requested an extra building inspection. Another 

contract was renewed at a higher volume. A specialist was hired to 

manage increasingly complex requirements. Then came a dedicated 

reporting system, extended service hours, and an agreement to 

prioritize emergency maintenance across the customer's expanding 

property portfolio. Every decision had a reasonable explanation. 

Taken together, they transformed an independent maintenance 

business into an organization whose daily activities revolved 

around the requirements of a single property group. 

The uncomfortable feature of gradual dependence is that each 

step often appears profitable. When a trusted customer offers 

additional work, accepting it may be the most sensible immediate 

decision. The company already understands the buildings, knows 

the equipment, and has established working relationships with the 

facilities team. Taking on another location is considerably easier 

than approaching an unfamiliar property owner and convincing 

them to change maintenance providers. The extra revenue helps 

cover overhead, and the experience improves the team's efficiency. 

Why would a responsible business owner reject an opportunity like 

that? In isolation, there may be no good reason. The difficulty 

emerges when decisions that are sensible individually begin 

creating a collective position nobody has properly considered. 

The convenience trap 
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Maya initially receives about a quarter of her company's 

revenue from the property group. The contract grows steadily, and 

she becomes increasingly comfortable with its predictability. 

Finding other work requires site visits, proposals, negotiations, and 

occasionally discovering that a prospective customer has invited 

seven contractors to quote for a job it might not undertake until 

next year. Her established account, meanwhile, can issue another 

purchase order following a brief conversation. Unsurprisingly, the 

existing relationship begins to receive more attention. Maya has not 

abandoned business development as a matter of principle. She has 

simply discovered that collecting a relatively predictable dollar 

today is more immediately rewarding than pursuing a highly 

uncertain dollar six months from now. 

This creates a subtle change in how the company allocates time. 

New business activities become something to do after existing 

commitments have been satisfied. Unfortunately, a growing 

customer is remarkably talented at generating new commitments. 

Every available week fills with service calls, inspections, and 

meetings about upcoming work. Maya postpones several promising 

conversations because she cannot confidently offer delivery dates. 

Eventually, prospective customers stop calling. From inside the 

business, this looks like a reasonable response to high demand. 

From the outside, the company is gradually allowing its 

alternatives to expire. The sales process has not failed dramatically. 

It has simply been left in a drawer beside the spare business cards 

and an ambitious marketing plan from three summers ago. 

The next stage is organizational accommodation. The property 

group introduces a new work-order platform, and Maya's company 

adapts. It requests different report formats, so the team changes its 

documentation. The customer adds a particular approval process, 

and the office administrator learns to follow it. None of these 

adjustments is necessarily unreasonable. Suppliers often need to 

accommodate customer procedures, especially when large 


