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Foreword

Customer satisfaction is not a new concept, as
this research points out. In fact, it was a major
element of the philosophies of the 18th century
economist Adam Smith.

What has developed over the past 25 years
is a renewed focus on the customer and

the realisation that, to be successful, an
organisation has to do best what matters
most to customers. Every organisation has
customers and the way they are treated has
a direct impact on:

e Bottom-line performance

* Increased profitability (or more efficient
resource productivity)

Improved customer retention/trust
Reduced costs per customer

Increased customer referrals and advocacy
Improved people satisfaction and turnover
Enhanced reputation

4 | Customer Priorities Research

A customer may have many and sometimes
conflicting requirements and does not
always differentiate between needs and
wants. However, if an organisation is serious
about delivering world-class service, it must
understand what those requirements

or priorities are.

This report has been written to improve
understanding of the major priorities at
national level across different sectors. It is a
unique and major piece of research that will be
of benefit to any organisation, whether in the
public, private or voluntary sector. It also raises
some macro-economic questions that will be of
interest to Government and will help to identify
the next steps.
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Executive summary

Introduction

This report covers research to establish the service
priorities of UK and Irish customers for different sectors
based on a reliable and authenticated methodology. It
also establishes the extent to which these priorities are
consistent across sectors, regions or demographics.

ICS believes that priorities carry most weight in
determining how satisfied customers are with the
products and services delivered to them.

After proposing a definition of customer satisfaction, the

report explores:

e The reasons why customer satisfaction matters

e Why customer satisfaction should be measured

e The published literature on customer satisfaction
measurement methodologies

In light of this, we explain the processes used to compile
data for this study and outline the results generated by
the research.
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Priorities findings
1. Customers’ top 10 priorities are:
e Overall quality of the product or service supplied
e Friendliness of staff
e Handling problems and complaints
e Speed of service
e Helpfulness of staff
e Handling enquiries
® Being treated as a valued customer
e Competence of staff
e Ease of doing business
¢ Being kept informed

2. The requirements detailed above are consistent
priorities across sectors, countries and regions
with any differences being restricted to the precise
weightings attached to each.

Satisfaction findings

1. Although customer priorities are broadly consistent
across sectors, different sectors deliver widely varying
levels of customer satisfaction.

2. Service businesses (such as hairdressers, household
services like decorators and professional services)
are best at satisfying customers with the public'sector
and ex-nationalised industries bringing up the rear.

3. Service businesses satisfy customers more than
organisations in other sectors because:
e They treat people as valued customers
e They have friendly and helpful staff
e They offer good overall value for money
e They handle problems and complaints well
e They make it easy for customers to do business
with them

Institute of Customer Service 2006



4. The following scores are based on a satisfaction
index weighted according to customers’ most important
priorities:

—

Leisure
Automotive

Financial 78.8

ot

Telecoms 75.3

oo ]

Government 72.1

T T

61.3

Transport

Local Government

50 55 60 65 70 75

5. Across the UK and Ireland, the most satisfied
customers are in Wales and the least satisfied in
London and the South-East of England.

6. Generally, customers are most satisfied with the staff
they deal with.

7. Customers are most dissatisfied with the way
organisations handle problems and complaints, and
with overall value for money.

8. An overriding theme is that customers feel many
organisations take them for granted rather than
treating them as valued customers.

Economic factors

Evidence from the US suggests that customer
satisfaction is the biggest single factor determining
future growth of the economy and the profitability

of companies. This evidence comes mainly from the
American Customer Satisfaction Index (ACSI) which,
since 1994, has tracked customer satisfaction across all
major sectors of the US economy.

Institute of Customer Service 2006
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Next steps

On the basis that:

¢ there is evidence that customer satisfaction creates
economic growth within individual organisations and
the country as a whole

e there is no equivalent of the ACSI in the UK or Ireland

we have concluded that there is a serious gap in the

levers of economic and business management in the UK

and Ireland and that consideration should be given to

the creation of a UK CSl and an Irish CSI.
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1 What is customer satisfaction?

The most straightforward early definition of customer satisfaction was provided by American
marketing guru Philip Kotler.! “If the product matches expectations, the consumer is satisfied;

if it exceeds them, the consumer is highly satisfied; if it falls short, the consumer is dissatisfied.”
Crucial in this definition is the view that satisfaction is a relative concept encompassing the
customer’s expectations as well as the performance of the product.? While early definitions were
product focused, it has since been recognised that customer satisfaction applies equally to services
as well as to any individual element of a customer’s product or service experience. Hence, Oliver®
has defined customer satisfaction as “a judgement that a product or service feature, or the product
or service itself, provided (or is providing) a pleasurable level of consumption-related fulfilment,
including levels of under or over-fulfilment”.

Although customers make satisfaction judgements about product and service, customer satisfaction should not be
confused with service quality. Firstly, customer satisfaction is broader in scope than service quality, which is “only one
component of a customer’s level of satisfaction™. Secondly, a product or service must be experienced to make

a satisfaction judgement, but that is not an essential prerequisite for developing an attitude about quality.? For
example, it is possible for people to form opinions about the quality of a car or the service quality delivered by staff
in a hotel based on advertising, reputation or word-of-mouth, whereas it is not possible to be satisfied or dissatisfied
with them without driving the car or staying in the hotel. Thirdly, although most quality management academics

and practitioners would subscribe to the ‘user-based approach’ rather than the ‘technical approach’, judgements

of satisfaction are typically much more subjective and emotional than quality judgements. It was this principle

that prompted Tom Peters to coin his famous “perception is reality” phrase. He emphasised that while customers’
judgements may be “idiosyncratic, human, emotional, end-of-the-day, irrational, erratic™, they are the attitudes on
which customers everywhere base their future behaviours. As Peters says, the possibility that customers’ judgements
are unfair is scant consolation once they have taken their business elsewhere.

Based on all the above points, we therefore propose the following definition of customer satisfaction:

Customer satisfaction, or
dissatisfaction, is the extent

to which a customer feels their
experience with an organisation
has met their needs.

So customer satisfaction is subjective, fickle and irrational. One could therefore be forgiven for questioning why such
a nebulous concept has risen to such prominence among both private and public sector organisations over the last
two decades. This is addressed in the next Section.
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2 Why does customer satisfaction matter?

Customer satisfaction is not a new concept. Just the opposite — it is at least 200 years old. Back

in the 18th century Adam Smith clarified the fundamental premise on which many believe free
markets operate!. Since human beings continually strive to achieve the greatest utility they can (i.e.
maximise the benefit they gain for whatever cost they incur), they migrate gradually, but inexorably,
to the suppliers that come closest to delivering it. In other words, they search for and stay with
companies that do best what matters most to customers. Customer satisfaction is the phrase
commonly used to encapsulate this phenomenon. A consequence is that sellers make more profit as
buyers become better off.

Now, 230 years later, this win-win equation still fuels most markets worldwide. It is based on the almost irresistible
forces of people getting what they want. People running companies want maximum profits. Their customers want
maximum ‘utility’ — the greatest possible gratification at the lowest available cost. Unsurprisingly, the more gratifying
the customer experience is, the more likely they are to repeat it, and vice-versa. In the US, this is demonstrated at

the macro level by 11 years of ACSI (American Customer Satisfaction Index) data showing that changes in customer
satisfaction have accounted for more of the variation in future spending growth than have any other factors including
income or consumer confidence?. In other words, if American customers are more satisfied generally by the things the
American economy is delivering to them (and by the way they are delivered), their rate of spending increases. If their
satisfaction goes down, so does their spending and the country’s economic growth.

The following Sections explain some of the reasons why customer satisfaction matters at both the micro and macro-
economic levels.

2.1 Micro-economic benefits

Institute of Customer Service 2006

It is now widely accepted that while
the fundamental goal of a private
sector company may be to deliver
profits to shareholders, it will be
achieved through delivering results
to customers®. This is based on the
fundamental psychological principle
that people will want more of the
experiences that give them pleasure
while avoiding the unpleasing or
dissonant experiences®.

It explains why it is more profitable
to keep existing customers than

to win new ones — five times more
profitable on average, according to
figures released by the American
Consumer Association as long ago
as 1986. Now we turn to some of the
commonly recognised reasons why
customer satisfaction matters.
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2.1.1 Customer
lifetime value

Customer retention is more
profitable than customer acquisition
because the value of customers
typically increases over time®7#?,

As shown in Figure 2.1, this is due to

the following factors:

¢ Acquisition — the cost of acquiring
customers lies almost exclusively
in Year Zero (i.e. before they
become customers)

* Base profit —is constant but
often will not begin to offset
acquisition costs until the second
year or later

Annual Customer Profit
) O P, N W N~ U O N

Figure 2.1 Customer lifetime value®
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YearO Year1l Year2 Year3 Year4 Year5 Year6 Year7

* Revenue growth —as customers
stay they tend to buy more of a
company’s products/services
as the supplier cross-sells and
customers explore its product
portfolio

e Cost savings — long-term
customers are cheaper to service,
since they are more familiar with
the results the supplier delivers
and more likely to get what they
expect

o Referrals — satisfied customers
will recommend a supplier to
their friends. Referral customers
save companies the cost of
acquisition and they also tend to

be better customers because they

are more likely to be similar to
existing customers

* Price premium — long-term
customers will also be prepared
to pay a price premium since
they trust the supplier to provide
a product/service that is good
value for them

Referrals

Base profit

Price premium

Cost savings

Summarised as the 3Rs (Retention,
Related sales and Referrals), and
based on 30 years of research, Harvard
concluded that ‘loyal’ customer
behaviours explain differences in
companies’ financial performance
more than any other factor. They also
point out that customer satisfaction

is the main driver of customer loyalty
4,10,11

Revenue growth

Acquisition cost
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2.1.2 Links with
employee satisfaction

The link between customer satisfaction
and employee satisfaction has been
recognised by the work of Harvard
and others — Harvard labelling it “the
customer-employee satisfaction
mirror”. They have demonstrated

not only that employee satisfaction
typically produces higher levels of
customer satisfaction (since more
satisfied employees are more highly
motivated to give good service), but
also that higher customer satisfaction
produces higher employee satisfaction
since employees prefer working for
companies that have high levels of
customer satisfaction and low levels
of problems and complaints. More
satisfied employees stay longer,
keeping valuable expertise and
customer relationships within the
organisation. Conversely, high staff
turnover has a negative effect on
customer satisfaction %12,

Institute of Customer Service 2006

2.1.3 Sales and profits

Some companies have built fully
validated models that precisely
quantify the relationship between
employee satisfaction, customer
satisfaction and financial
performance. These include

the Canadian Imperial Bank of
Commerce who built a service-
profit chain model demonstrating
that each 2% increase in customer
loyalty would generate an
additional 2% in net profit. They
also quantified the causal links

in the chain back from customer
loyalty to customer satisfaction
and to employee satisfaction.

For example, they found that to
produce an additional 2% gain in
customer loyalty an improvement
of 5% in employee satisfaction was
required®. An example from retailing
is Sears Roebuck who, using a
similar profit chain modelling
approach to that adopted by CIBC,
demonstrated that a 5% gain in
employee satisfaction drives a 1%
gain in customer satisfaction which,
in turn, leads to an additional 0.5%
increase in profit!“.

Aggregate data from the ACSI have
also demonstrated a very strong link
between customers’ satisfaction
with individual companies and their
propensity to spend more with them
in future. In fact every 1% increase in
customer satisfaction is associated
with a 7% increase in operational
cash flows and the time lag is as
short as three months, although this
does vary by sector?.

Customer Priorities Research | 11



2.1.4 Shareholder value

The University of Michigan has
reported that the top 50% of
companies in the ACSI generated
significantly more shareholder
wealth (Market Value Added) than
the bottom 50% (see Figure 2.2)'.
Based on the ACSI database, a 1%
increase in customer satisfaction
drives a 3.8% increase in stock
market value. Between 1997 and
2003 (a period that saw huge rises
and falls in stocks) share portfolios
based on the ACSI out-performed
the Dow Jones by 90%, the S&P
500 by 208% and the Nasdaq Comp
by 344%. Michigan University’s
Professor Fornell asserts the reason
for this is simply that:

Satisfied customers reward
companies with, among other
things, their repeat business,
which has a huge effect on
cumulative profits?.

Top and bottom 50% of ACSI firms

$45
$40
$35
$30
$25
$20
$15
$10
%5 ¢ig
$0

MVA (Billions)

$10.1
$5.0
$3.6

1994 1995 1996

$7.9 $6.7

1997

Eleven years of ACSI data have
also produced many company-
specific examples, both positive
and negative, of the link between
customer satisfaction and
shareholder value?. Take two
contrasting examples in the
computer industry. Since its
inclusion in the ACSlin 1997,

Dell has significantly improved
customer satisfaction and revenues.
As a growing proportion of PC
purchases are for replacement, the
customer satisfaction — loyalty link
—is increasingly important in this
sector. This proved unfortunate

for Gateway, a direct competitor of
Dell, whose large falls in customer
satisfaction (despite extensive
price cutting) were matched by its
poor financial performance. One of
the biggest declines in customer
satisfaction occurred in the telecoms
sector — a 26% fall for Qwest
Communications between 1995
and 2002.

$39.7

$11.2

$9.4
$5.8

$2.8

1998 1999 2000 2001

Figure 2.2 The ACSI and shareholder value’
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2002

Perhaps Qwest’s shareholders
should have been monitoring
customer satisfaction. The share
price did not react until 2000,

but since then the company has
lost 90% of its market value (and
the shareholders most of their
investment). In 1994 Hyundai had
the lowest customer satisfaction of
any car manufacturer, down at 68%,
and with a very poor reputation for
quality and reliability. Ten years on
it had gradually raised customer
satisfaction to 81%, largely
through improvements in product
and service quality. The customer
satisfaction gains have been fully
reflected in Hyundai’s higher sales
and stock price.

Top 50% —4—
ACSI firms

Bottom 50% —=—
ACSI firms
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2.2 Macro-economic
benefits

Since there is no comparable
information source in the UK, the
evidence outlined in this section is
drawn from the conclusions of the
University of Michigan based on
ACSI data?. As they contend:

At the macro level, customer
satisfaction and household
spending are at the hub of a free
market. In one way or another,
everything else — employment,
prices, profits, interest rates,
production and economic growth
itself — revolve around consumption.

Institute of Customer Service 2006

If customers reduce their spending
the economy moves into recession.
If they increase it, albeit by a very
small percentage, the positive
effects on economic growth will

be significant. Customers will tend
to reward companies that satisfy
them and punish those that do not.
This fundamentally influences the
way free markets operate, driving
organisations to deliver as much
customer satisfaction as they can in
the most efficient way possible. This
phenomenon has been strengthened
by the growing power of customers
based on their higher levels of
education and confidence plus, in
recent years, dramatically increased
sources of information, resulting

in the production-led economies

of the past turning into today’s
customer-driven markets.

There is also growing evidence

that today’s affluent customer in
developed economies has become
more interested in quality of life
(doing things) than material wealth
(owning things)". This further
reinforces the importance of the
entire customer experience, not just
the core product or service.

2.2.1 The value
of experiences

A 2003 study by Van Boven and
Gilovich'” proved the long-held
maxim that experiences contribute
more to long-term life satisfaction
than do material possessions.
Other studies had shown that
when basic needs of food, shelter,
etc, are met, extra material wealth
does not lead to greater happiness
across countries. This study further
showed that individual consumption
of experiential purchases led to
greater satisfaction than material
purchases. The authors advance
three potential explanations for
this finding:

e Experiences may be more
favourably viewed as time
passes

e Experiences are more central to
one’s identity

e Experiences have greater social
value (in other words they are
more interesting to talk about)

The implications of this study are
that, as customers, we should look
to use our discretionary spend

on experiential purchases where
possible and that, as suppliers,

we should try to sell experiences
not products.

Customer Priorities Research | 13



Increasingly there is an awareness
of the need to supply customers

not just with a product or service,
but with an experience. This should
be seen as the total customer
experience. In other words, it is

the sum total of all functional and
emotional benefits communicated to
the customer through the product or
service itself plus everything about
the physical environment in which it
is delivered, the staff who serve the
customer and so on. If customers
judge their suppliers on their

total experience, suppliers should
carefully consider all the cues that
influence the total experience that
the customer perceives?®.
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Orchestrating these cues into a
planned and consistent message
can have a powerful impact on

the way customers feel about an
experience at a subconscious level*
and companies have started to go
to considerable lengths in an effort
to influence them. Cadillac, for
example, has developed a special
scent which is added to the seats
of their new cars to appeal to
customers through their sense

of smell?®.

2.2.2 The role of

customer satisfaction

It can therefore be argued that
while GDP is a measure of the
amount or quantity of economic
activity, customer satisfaction is a
measure of its quality (as perceived
by its customers). If it is true that
people seek to repeat high quality,
pleasurable experiences but avoid
those of low quality, we would
expect to see a relationship between
these two indicators. Analysts at
the University of Michigan have
identified:

A significant relationship between
ACSI changes and subsequent
GDP changes, a relationship that
operates via consumer spending?.

While it is obvious that the level of
consumer spending is based on the
amount of money that people have
to spend, it is crucial to understand
that it is also affected by their
willingness to spend it**. While
some spending is down to necessity
(e.g. the food and shelter necessary
for survival), most spending in
developed economies is beyond that
level and is driven by the anticipated
amount of satisfaction that the
spending will produce. To quote the
University of Michigan again:

The importance of this can hardly be
overstated. Since its inception, the
data show that ACSI has accounted
for more of the variation in future
spending growth than any other
factor, be it economic (income,
wealth) or psychological (consumer
confidence)?.
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2.3 Customer satisfaction
in the public sector

Most of this discussion has focused
on the bottom-line arguments for
customer satisfaction which are
taken by many to be more or less
self-evident. But profitability, per se,
is not a prime consideration in the
public or not-for-profit sectors. What
then is the argument for satisfying
customers in these sectors?

Financial arguments

Although not motivated by profit,
organisations in these sectors

must be very aware of the cost
implications of dissatisfied
customers. Dissatisfied customers
complain more, soaking up valuable
resources in dealing with their
complaints and which can result in
costly re-work.

Institute of Customer Service 2006

It has also been shown that
customer satisfaction and employee
satisfaction are related (the ‘mirror
effect’)*'2. Organisations with
satisfied customers are more likely
to have satisfied and engaged
employees which, in turn, leads to
lower turnover and absenteeism,
therefore lowering the cost of
employment.

Reputation

Organisations with more satisfied
customers tend to have a better
public image and reputation.
Such reputation benefits often lag
behind actual performance, and
can therefore be felt to be unfair,
but in time they tend to gravitate
towards an accurate depiction of
an organisation’s ability to satisfy
customers.

Ultimately the aim for many
organisations in these sectors is

to establish trust with the public in
general. A good reputation built on a
solid basis of high levels of customer
satisfaction is key to establishing
that trust.

Culture

Similar benefits accrue internally
for organisations that are good

at satisfying their customers.

As well as having more satisfied
employees, organisations with
satisfied customers tend to have
better morale and employees are
more likely to feel pride in where
they work. It becomes easier both to
recruit and retain good staff under
these circumstances.

For the public benefit

Finally, and perhaps most
compellingly for the public sector,
customer satisfaction is the ultimate
arbiter of the success of public
organisations. Such organisations
exist to serve the public, rather than
shareholders or owners, and as
such their success should be judged
by their ability to deliver what the
public wants. This has been the
policy of successive Governments

in the UK for many years now.

Customer Priorities Research | 15



3 How to measure customer satisfaction

Some may still question the extent to which intangible feelings can be accurately measured, but this
would be a very outmoded view. While feelings may be subjective, modern research methods can
produce objective measures for them — measures that can be accurately expressed in numbers and
reliably tracked over time. Their level of reliability can be accurately stated and they can be used

to develop powerful statistical models to help us understand both the causes and consequences of
customer satisfaction.

The origins of the science of customer satisfaction measurement can be traced back to the mid-1980s and the work
of Parasuraman, Zeithaml and Berry. Their SERVQUAL approach®?3, developed and refined in the second half of that
decade, established a number of key satisfaction measurement principles such as:

* Measuring subjective perceptions as the basis of user-defined quality

e Using exploratory research to identify the criteria used by customers to make service quality judgements prior
to a main survey to gather statistically reliable data

e The multi-dimensionality of customers’ judgements

e The relative importance of the dimensions and the fact that the most important will have the greatest effect
on customers’ overall judgement of an organisation

* The use of a weighted index to reliably represent customers’ overall judgements

* The use of gap analysis to identify areas for improvement

However, aspects of the SERVQUAL model have been questioned in more recent times, especially its authors’
assertion that customers’ judgement of any organisation’s service quality could be reliably measured across five
standard dimensions — reliability, assurance, tangibles, empathy and responsiveness (sometimes labelled the Rater
scale). There has also been much debate concerning the value of the service quality measures compared with the
much broader measure of customer satisfaction. Both issues are addressed in the next two Sections.

3.1 Standard versus
customer defined
requirements

Many academic researchers

have tested the five SERVQUAL
dimensions in their own surveys and
have drawn different conclusions
concerning both the number and
nature of the dimensions. Some
have concluded that there should
be fewer dimensions**¢ while
others have advocated more than
five”®9. Sector specific dimensions
were proposed!®!! and even the
SERVQUAL originators in a later
study found the dimensions
changing'?, now detailing six
dimensions.

16 | Customer Priorities Research Institute of Customer Service 2006



Lens of the
organisation

——1

results

people
processes products
outcomes
benefits
Lens of the
customer

Figure 3.1 The lens of the customer

In their book Improving Customer
Satisfaction, Loyalty and Profit*,
Michael Johnson and Anders
Gustafsson took these findings one
step further when they introduced
the concept of ‘the lens of the
customer’ which they contrasted
with ‘the lens of the organisation’.
Suppliers and their customers often
do not see things in the same way.
Suppliers typically think in terms
of the products/services they
supply, the people they employ to
provide them and the processes
that employees use to deliver the
product or service. Customers look
at things from their own perspective,
basing their evaluation of suppliers
on whether they have received the
results, outcomes or benefits that
they were seeking.
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Since customers’ satisfaction
judgements are based on the extent
to which their requirements have
been met, a measure of satisfaction
will be generated only by a survey
based on the same criteria used

by the customers to make their
satisfaction judgements. This means
that, to ask the right questions,
customers’ requirements have to

be identified before the survey is
undertaken with the questionnaire
based on ‘the lens of the customer’.

Typically, requirements (or priorities)
are generated by qualitative
research, a process in which focus
groups or in-depth interviews are
used to allow customers to talk
about their relationship with a
supplier and define, in their own
words, the most important aspects
of that relationship to them.

The relative importance of these
items is then assessed by means of
two techniques:

1. Stated Importance

Here, customers are asked to state
how important each factor is for
them, generally on a scale of 1-10.
This method normally results in a
weighting more biased towards the
‘harder’ aspects of service such as
accuracy, speed, etc. In other words,
the ‘givens’ of service or what
people expect as a minimum.

2. Derived Importance (or Impact)
This method is sometimes called
‘derived importance’, but ‘impact’is
a more accurate definition and this
term is used in the analysis sections
of this report. Here, a correlation
analysis is used to reveal the
strength of the impact each factor
has on overall satisfaction. This
tends to give more weight to the
‘softer’ factors of service which often
have a more subconscious impact on
overall impression, e.g. friendliness,
helpfulness, etc.

To obtain optimal results, therefore,
a combination of both methods is
often used, as in this study.
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3.2 Satisfaction or
service quality

If any measure of customers’
attitudes is to be a reliable lead
indicator of their future behaviour, it
is fundamental to its accuracy that
the survey instrument is based on
the correct requirements. As already
explained, much of the early debate
around the SERVQUAL methodology
focused on the extent to which the
five Rater dimensions were the
correct ones, with several academic
studies suggesting alternative or
more appropriate ones.

There have been studies that have
demonstrated the organisational
value of improving service quality in
terms of increasing market share4,
margins®®, recommendation?? and
profitability*e'”8, However, most
commentators prefer the much
broader concept of customer
satisfaction rather than the more
restrictive measures of service
quality or the prescriptive
SERVQUAL framework?!9:20:21.22.23.24
Clearly, customers normally judge
organisations on a wider range of
factors than service quality alone
— product quality and price being
two obvious examples.
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The understanding that customers’
feelings about an organisation
depend on the total customer
experience (see Section 2.2) makes
it apparent that measures of service
quality alone can only hope to
capture a very small part of the
factors that potentially impact on
customer satisfaction and loyalty.

Since satisfaction has been

defined as the extent to which an
organisation meets its customers’
requirements, it is essential that

a customer satisfaction measure

is based on the same criteria

as customers use to make that
judgement —in other words, ‘the lens
of the customer’.
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3.3 Asking the right
questions

To say that you need to ask the
right questions when undertaking

a customer satisfaction survey

may appear to be a statement of
the obvious. In practice, asking the
wrong questions is a very common
mistake that organisations make.
Many simply do not ask the right
questions, even though they may
have devoted considerable time and
effort to deciding what the questions
should be. That is because they
approach the task from the inside
out, looking at it through the ‘lens
of the organisation’ rather than

how they should, from the outside
in, seeing it through the ‘lens of

the customer’. The questionnaires
for many organisations’ customer
satisfaction surveys cover issues

of importance to the organisations’
managers rather than the things that
matter to customers.

As we have already explained,
exploratory research is conducted
to access the ‘lens of the customer’,
enabling customers themselves to
explain which requirements are most
important to them when purchasing
and consuming the relevant product
or service. The use of exploratory
research for this purpose is widely
supported in the literature, whether
qualitative!>?>?¢ or quantitative>!*,
Using statistical techniques such as
correlation, multiple regression and
factor analysis to ‘derive’ what is

important to customers is also widely

adVOCated2'5'27'28'29'30.
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Taking the concept of ‘the lens

of the customer’ to its logical
conclusion, it cannot be assumed
that the factors determining
customer satisfaction tomorrow
will be the same as those
responsible for it today. For
example, environmental or ethical
criteria may play a much bigger
part in customers’ judgement of
organisations in the future than
they do today — or they might

not. The point is, we just do not
know. For an accurate measure of
customer satisfaction, the survey
must always be based on the same
criteria that customers use to
make their satisfaction judgement.
To this end, exploratory research
would normally be repeated at
least every three years.

This study differs from a typical
organisational customer
satisfaction survey as it is not
company, product or service
specific. It covers customers’
perceptions across suppliers in a
number of broad market sectors.
Conducting a largely qualitative
exploratory research exercise
would therefore be a poor fit
since it would have to cover too
many variables for customers to
reliably consider in a setting such
as a focus group. This customer
priorities research, therefore,
adopted a two stage process:

Stage 1: Desk research

The first step was a thorough
examination of a large database
of customer studies to quantify
customer priorities generally
and to break these down across
a number of key markets before
designing a questionnaire for
the quantitative phase of the
exploratory research. This was
verified against other published
sources including ICS Breakthrough
Research.

Stage 2: Quantitative customer

priorities survey

The next task was to establish the

exact relative importance of these

requirements in the different sectors.

A bespoke quantitative research

project was conducted with the

objective of producing three main
outcomes:

1. Alist of customers’ main
priorities from a generic customer
experience perspective

2. Ameasure of the relative
importance of those factors

3. Quantification of the extent
to which the list and the
relative importance of those
customer priorities differs
across the selected sectors and
geographical areas

These two phases of the research are
described in Sections 4 and 5, but
before outlining those results, two
further aspects of the methodology
need to be considered in this Section.
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3.4 Rating scales for
customer satisfaction
research

There is a tension in survey research
between choosing scales with

more response options which are
more sensitive and shorter scales
which are often felt to be easier for
respondents.

Secondly, a researcher must choose
between numerical scales which are
best for producing numerical data
such as average scores or verbal
scales. These should be reported

in terms of categorical data such as
percentages of people falling into
each group.

It was felt that this research into
the needs of customers in the UK
and Ireland should be based on
questions asked against a 10 point
numerical scale. This decision
parallels those made by the ACSI
and is well supported by customer
satisfaction literature. See Appendix
3 for a full discussion of the
advantages and disadvantages of
different scales.
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3.5 Overall satisfaction

Another key aspect of the
Customer Satisfaction
Measurement process that does
not benefit from one widely
understood and universally
adopted methodology, is the
headline measure of overall
customer satisfaction that
organisations monitor from one
period to the next. The three
most commonly used techniques
are a simple overall satisfaction
question, a composite index based
on a number of components of
satisfaction or a weighted index
based on the relative importance
of its component elements.

Statistically the single question
measure is by far the worst
option due to a phenomenon
that is variously labelled random,
observation or measurement error.
It was Galileo in 1632 who first
propounded that measurement
errors are symmetrical®! (i.e.
equally prone to under or over-
estimation). This enabled 18th
century scientists such as
Thomas Simpson to demonstrate
the advantage of using the

mean compared with a single
observation in astronomy?? — the
instances of over and under-
estimation effectively cancelling
each other.

The use of a composite index also
conforms with theories about how
customers make satisfaction
judgements — based on multiple
aspects of the customer
experience rather than one overall
impression®?23. The unsuitability
of a single overall satisfaction
question as the trackable measure
has also been supported
elsewhere in the literature26:343s,

Weighting the index is advocated
on the grounds that the relative
importance of customers’
requirements will differ across
sectors and from one individual

to another**>2¢, This means that
measures of importance as well as
satisfaction need to be collected??,
although some argue that
statistically derived importance
rather than stated importance
measures should be used?®. In

fact, so-called derived importance
measures (regardless of the specific
statistical technique used) are not
really measures of how important
requirements are to the customer
but rather indicators of the amount
of impact made by each requirement
on an outcome variable such as
overall satisfaction or loyalty?8. Any
mathematical derivation of ‘relative
importance’ is something quite
different from asking the customers
to score factors for importance®.

It is therefore better to use both
stated and derived importance
measures for a fully rounded
analysis of customer satisfaction
data, but to use stated importance
measures to produce the weighting
factors for the customer satisfaction
index since these most accurately
reflect the actual importance of the
requirements to the customer3®.
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4 Importance

4.1 Establishing what is important

The first stage of the customer priorities research was to consult a large database of customer
satisfaction survey results to identify the requirements that customers generally regard as most
important. This was based on over 100 recent surveys across relevant market sectors and more
than 200,000 customer interviews.

Each of the 100 surveys was based on an initial phase of qualitative research that allowed customers to define the
requirements that are most important to them. This ensured that each survey reflected ‘the lens of the customer’.

Based on stated and derived
importance, a list of 21 requirements
was identified as being the factors
that matter most to customers
across the relevant sectors:

1. Overall quality of product or
service supplied

2. Helpfulness of staff

3. Being treated as a valued
customer
Competence of staff

5. Friendliness of staff

6. Handling of problems and
complaints

7. Speed of service

8. Handling of enquiries

9. Price/cost

10. Information/advice

11. Ease of doing business

12. Being kept informed

13. On time delivery/solution

14. Reputation of the organisation

15. Range of products or services
supplied

16. Telephone service

17. The statements or billing

18. Staff appearance

19. Continuity of staff/dealing with
the same person every time

20. The physical parts of the
organisation such as premises
/vehicles (or tangibles)

21. The website.
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The relative importance of these
requirements overall and by sector
and region was finalised through
primary research. It should be noted
that all these factors are important
to customers. Only factors that are
important were included on the
questionnaire, so the question is
not whether these requirements
are important to customers but how
important they are to customers in
different sectors.

To provide sufficiently reliable data
to inform this debate, 200 telephone
interviews were conducted in each of
the following 10 sectors:

e Automotive

e Government

e Financial

e |eisure

e |ocal Government

e Retail

e Services (private sector)

e Telecommunications

e Transport

e Utilities

Examples of organisations in each of
the 10 sectors are:

Automotive: car manufacturers and
dealerships

Government: Central Government
departments such as DSS or DSFA,
Government agencies such as the
DVLA, and publicly owned services
such as mail and health services, etc

Financial: banks, insurers, etc

Leisure: gyms, health clubs, bars,
restaurants, tourist attractions, etc

Local Government: services provided
by local authorities

Retail: supermarkets, high-street
shops, out of town stores, etc

Services (private sector): hairdressers,
plumbers, electricians, solicitors,
estate agents, etc

Telecommunications: fixed or mobile
telephones

Transport: buses, trains and air travel

Utilities: gas, electricity and water
suppliers

The total sample of 2,000 was
demographically representative of the
adult population of the UK and Ireland,
and the interviews were conducted
during November and early December
2005. The results of this exercise are
outlined in Section 4.2 for importance,
and in Section 5 for satisfaction.
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In each of the charts from this point throughout the report, the descriptor of each requirement (priority) shown on
page 21 has been shortened as shown in Figure 4.1 to save space.

Please also note that, to highlight differences, some charts have truncated axes.

Stated importance is shown as a figure between 1 and 10 whereas the impact of each variable is measured using
correlation, with the result scaled between 0 and 1. As a guide to interpretation, a correlation of 0.6 or above is held to
be strong, one of 0.4 would be considered moderate, and a figure of 0.2 indicates that an area has very little impact.

Stated importance

The stated importance scores Product/service quality --------

. . Staff helpfulness
show a predictable pattern, with

. . wiescusoner ]
most requirements scoring 8 or

N Staff competence
above, confirming that they are very o

important to customers. The main SeiuilivEs --------

exception is the website which is Problems/complaints

much less important than all other Speed -------m

requirements. Enquiries

price/cost | ]

Information/advice

Ease of doing business -------I

Being kept informed

onnecerver; [ EEZ]

Reputation
Product/service range -------
Telephone
suns |
Staff appearance
st contincity [ TR
Tangibles

.

0 1 2 3 4 5 6 7 8 9 10

Figure 4.1 Stated importance (See page 17 for explanation of
stated importance)
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Impact shows a similar pattern with
20 requirements making a much
stronger impact on customers’
feelings than the website.
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Figure 4.2 Impact (derived importance) (See page 17 for explanation

of impact)

Customer Priorities Research | 23



Product/service quality
Staff helpfulness
Valued customer
Staff competence
Staff friendliness

Problems/complaints
Speed

Enquiries

Price/cost
Information/advice
Ease of doing business
Being kept informed
On time delivery
Reputation
Product/service range
Telephone

Billing

Staff appearance
Staff continuity
Tangibles

Website

0 1 2

Lowest Highest

o [ >
8.0 8.9
8.1 I 9.1
8.2 9.0

7.8 I AN 8.9

7.8 8.9
o B e
7.6 8.8
-
69Ill88
n---lse
mllu
I
4.8
o .

4.4

8.4

.« N

3 4 5 6 7 8 9 10

Figure 4.3 Range in importance across sectors

4.3 Differences
in importance

Some importance scores have very
low variance between the highest and
lowest sectors, showing that they are
of similar importance to customers
across all sectors. Figure 4.3 shows
the lowest and highest sector score
as well as the range between the two.
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For example:

e speed of service has a gap of
only 0.7 so this is important to
customers of all types of supplier

e telephone service has a gap
of 4.1 so it is very important in
certain sectors (e.g. Telecoms)
and of relatively low importance
in others (e.g. Retail)

An important objective of the
primary research was to determine
how many requirements need to

be used to fully capture ‘the lens of
the customer’ for each sector. The
consistency shown in Figure 4.3
suggests that, with the exception of
the website, 20 of the requirements
are important across all sectors,
although their relative importance
varies from one to another.
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Price/cost is very important in many
sectors but much less important

or sometimes not applicable in
some, e.g. all Government Services.
The variance for on time delivery/
solution is even greater with some
sectors, e.g. Retail, recording very
low scores — hardly surprising as
most goods are collected at the time
of purchase.

On the other hand range of
products/services is the 15th most
important requirement overall,
scoring 7.8 but with very low
variance. In other words it is quite
important across all sectors but
hardly ever very important.

It is informative also to consider

the variation in impact across
sectors. Certain requirements (e.g.
price/cost) are clearly ‘givens’ while
others (telephone service, staff
appearance) have greater impact for
some sectors than their importance
rank might suggest.
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We also examined the differences
between different countries and
regions. Only Wales showed
significant differences in importance
scores, notably for the requirement
ease of doing business which is
significantly more important for
customers in Wales than those in
other parts of the UK and Ireland.

See Appendix 1 for importance and
satisfaction scores for each sector
and Appendix 2 for each country
and/or region.
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Retail
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Retail
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Retail

Satisfaction
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Services

Stated importance
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Services

Satisfaction
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Telecommunications
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Telecommunications
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Telecommunications

Satisfaction
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Transport
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Transport

Satisfaction
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Utilities
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Utilities
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Utilities
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Appendix 2 - Country/region scores

Scotland Northern Ireland Northern Central SE England SW England Wales
Ireland England England
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Figure A.4
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Satisfaction Scotland Northern Ireland Northern Central SE England | SW England | Wales

Ireland England England
Product/service 7.9 8.0 7.9 7.8 7.8 7.7 7.7 8.5
quality
Staff helpfulness 7.4 7.2 7.8 7.6 7.3 7.2 7.3 8.2
On time delivery 7.4 7.5 7.1 7.3 7.4 7.2 7.0 7.8
Staff competence 7.8 8.2 8.0 8.0 8.0 7.7 7.7 8.4
Valued customer 7.3 7.6 7.5 7.6 7.3 7.2 7.1 8.2
Problems/ 7.4 7.1 7.0 7.4 7.2 6.9 6.7 7.8
complaints
Ease of doing 7.7 7.8 8.1 7.8 7.7 7.6 7.7 8.3
business
Enquiries 7.4 7.6 7.7 7.6 7.4 7.2 7.6 8.3
Staff friendliness 8.0 7.9 8.3 8.1 8.1 7.9 7.8 8.5
Speed 7.6 7.7 7.7 7.7 7.7 7.6 7.3 8.0
Price/cost 7.3 7.1 6.8 7.2 7.1 7.0 7.1 7.3
Information/advice 7.2 7.6 7.3 7.4 7.2 7.2 7.5 7.8
Reputation 7.9 8.1 7.8 7.7 7.7 7.5 7.6 8.2
Being kept informed | 7.4 7.6 7.0 7.5 7.6 7.3 7.3 8.0
Product/service 7.4 8.0 7.2 7.4 7.5 7.2 7.4 7.8
range
Telephone 7.6 7.7 7.5 8.0 7.7 7.6 7.4 8.3
Billing 7.3 7.4 7.4 7.5 7.4 7.3 7.3 7.7
Tangibles 7.5 7.6 7.8 7.7 7.7 7.4 7.7 7.9
Staff continuity 7.5 7.0 7.6 7.5 7.4 7.0 7.4 7.2
Staff appearance 7.7 7.7 7.8 7.8 7.7 7.6 7.7 8.4
Website 6.2 7.3 7.3 5.8 6.4 6.6 7.4 6.1
Satisfaction Index 75.9% 77.9% 75.6% 76.0% 75.0% 73.8% 75.2% 80.7%

Figure A.5
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Appendix 3 - Rating scales

If youwant to measure anything you need a measuring device. Unfortunately, no measuring device for customer
satisfaction has ever achieved the universal adoption of the Celsius scale, the speedometer or the 12” ruler.

That is partly because there is not a definitive answer to the gquestion “which is the most suitable rating scale for
market research?” However, much of the reason for the proliferation of rating scales used for Customer Satisfaction
Measurement (CSM) is due to practitioners’ misunderstanding about the characteristics of different scales and their
advantages and disadvantages for Customer Satisfaction Measurement. There are two key reasons why organisations

conduct customer satisfaction surveys:
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1. Taking action

Since organisations cannot address
everything simultaneously they
need to prioritise the allocation

of resources. Without measures

it would be impossible to make
reliable decisions about the best
areas to focus resources to improve
customer satisfaction.

2. Judging success

If customer satisfaction is a key
indicator of business performance,
trying to improve it without a
yardstick for judging success
would be like trying to improve
profits without producing financial
accounts.

While a scale that is technically valid
must be used, the choice of rating
scale for Customer Satisfaction
Measurement should be based on
its suitability for achieving these two
objectives rather than its validity

for many other kinds of market
research.

Interval versus ordinal scales

It is not unusual in satisfaction
research to see simple verbal scales
where each point on the scale is
given a verbal description (e.g.
‘strongly agree’, ‘agree’ or ‘very
satisfied’, ‘satisfied’, etc). The
problem is that such scales have
only ordinal properties. They give
an order from ‘good’ to ‘bad’ or
‘satisfied’ to ‘dissatisfied” without
quantifying it. In other words, we
know that ‘strongly agree’ is better
than ‘agree’ but we do not know
by how much. Nor do we know if
the distance between ‘strongly
agree’ and ‘agree’ is the same

as the distance between ‘agree’
and ‘neither agree nor disagree’.
Therefore, verbal scales have to
be analysed using a frequency
distribution which simply involves
counting how many respondents
ticked each box.
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Data from ordinal scales can

be manipulated only with ‘non-
parametric statistics’, based on

the counts of responses in different
categories. According to Allen

and Rao:

The use of ordinal scales in
customer satisfaction measurement
should be discouraged. It is
meaningless to calculate any of the
fundamental distributional metrics
so familiar to customer satisfaction
researchers. The average and
standard deviation, for example,
are highly suspect. Similarly, most
multivariate statistical methods
make assumptions that preclude
the use of data measured on an
ordinal scale’.

Overall satisfaction
50%

Overall satisfaction
50%

Interval scales use numbers to
distinguish the points on the

scale. They are suitable for most
statistical techniques because

they do permit valid inferences
concerning the distance between
the scale points. For example, we
know that the distance between
points 1 and 2 is the same as that
between points 3 and 4, 4 and

5, etc. Consequently, data from
interval scales are assumed to
follow a normal distribution so they
can be analysed using ‘parametric
statistics’. This permits the use of
means and standard deviations,
the calculation of indices and the
application of advanced multivariate
statistical techniques to establish
the relationships between variables
in the data set. For a scale to have
interval properties it is important
that only the end points are
labelled?; the labels (e.g. ‘very
satisfied’....... "very dissatisfied’)
simply serving as anchors to denote
which end of the scale is good/bad,
agree/disagree, etc.

Overall satisfaction
50%

Overall satisfaction
50%

Cleanliness of the
restaurant

Cleanliness of the
restaurant

- Very dissatisfied

I satisfied

- Dissatisfied

Very satisfied

Quality of the food Quality of the food

- Neither satisfied nor dissatisfied

Figure A.6 Aggregating data from verbal scales
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Aggregating data from verbal scales
Since it is not statistically
acceptable to convert the points

on a verbal scale into numbers and
generate a mean score from those
numbers, the only valid method

of analysing verbal scales is a
frequency distribution. This leads
organisations to report verbal scales
on the basis of ‘percentage satisfied’
(i.e. those ticking the boxes above
the mid point). As shown in Figure
A.6, this often masks changes in
customer satisfaction caused by the
mix of scores within the ‘satisfied’
and ‘dissatisfied’ categories. In fact,
if results are reported in this way
there is little point having more than
two points on the scale - ‘satisfied’
and ‘dissatisfied’.
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Expectation scales

Some organisations use expectation
scales in an attempt to measure

the extent to which customers’
requirements have been met. While
these scales have some intuitive
appeal, they suffer from three serious
drawbacks for CSM. The first is that,
like any verbal-type scale they have
only ordinal properties so suffer
from all the analytical limitations
outlined on the previous page. A
much bigger drawback, however, is
their unsuitability as a benchmark
for judging the organisation’s
success. As pointed out by
Grapentine?, if the measure changes
in future is it because the company’s
performance has improved or
deteriorated or is it down to changes
in customers’ expectations? In

the same article, Grapentine also
highlights the third problem with
expectation scales for measuring
customer satisfaction. For many
‘givens’, such as ‘cleanliness of the
restaurant’, ‘accuracy of billing’ or
‘safety of the aeroplane’, customers
never score above the mid-point.
Whatever the level of investment

or effort required to achieve them,
clean restaurants, bills without
mistakes and aeroplanes that do not
crash will never do more than meet
the customer’s expectations.
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Number of points

It is not practical to have many points
on a verbal scale. 5-point verbal scales
are the norm. This is a considerable
disadvantage since the differences
between satisfaction survey results
from one period to the next will

often be very small. One of the
characteristics of CSM data is that it
tends to be skewed towards the high
end of the scale. This merely reflects
the fact that companies generally
perform well enough to make most
customers broadly ‘satisfied’ rather
than ‘dissatisfied’ — they would

not still be there if they were not.

(It is interesting to note that scores
from situations where high levels of
dissatisfaction do exist, typically when
customers have no choice, do exhibit a
much more normal distribution.) What
most companies are mainly measuring
therefore is degrees of satisfaction
and since they are tracking small
changes in that zone, it becomes

very important to have sufficient
discrimination at the ‘satisfied’ end of
the scale, and, for analytical purposes,
a good distribution of scores. This is
the big problem with 5-point scales.

The problem is exacerbated by a
tendency among many people to
avoid the extremes of the scale. Even
if we are mainly measuring degrees
of satisfaction, this is not a major
problem on a 10-point scale because
there are still four options (6, 7, 8 and
9) for the respondent who is reluctant
to score the top box. With at least four
choices it is therefore quite feasible
for customers to use the 10-point
scale to acknowledge relatively small
changes in a supplier’s performance.
(As an aside, when ‘top box’ scores on
a 10-point scale are monitored, it is
normal practice to use 9s and 10s as
‘top box’ scores.) By contrast,

itis a big problem on a 5-point scale
because for anyone reluctant to use
the extremes of a scale there is only
one place for the satisfied customer
to go—and because so many people
go there it has become known as

the ‘courtesy 4’! This often results

in a narrow distribution of data

with insufficient discrimination to
monitor fine changes in a supplier’s
performance, so the slow, small
improvements in satisfaction that one
normally sees in the real world will
often be undetected by CSM surveys
using 5-point scales. Consequently,
while one can debate the rights
and wrongs of different scales from
a pure research point of view, the
disadvantages from a practical
business management perspective
are obvious. Often it will lead to
disillusionment among staff with
the customer satisfaction process
on the grounds that whatever we
do makes no difference, so it is
pointless trying to improve customer
satisfaction.
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It is therefore essential from a
business perspective to have a CSM
methodology that is discriminating
enough to detect any changes in
customer satisfaction, however
small. As well as being more
suitable for tracking small changes
over time, scales with more points
discriminate better between top
and poor performers so tend to
have greater utility for management
decision-making in situations where
a company has multiple stores,
branches or business units.

Even from a technical research
point of view there is a compelling
argument for the 10-point

scale because it is easier to
establish ‘covariance’ between

two variables with greater
dispersion (i.e. variance around
their means). Covariance is

critical to the development of
robust multivariate dependence
models such as identifying the
drivers of customer loyalty or
establishing the relationship
between employee satisfaction and
customer satisfaction. In fact, many
sophisticated statistical modelling
packages assume that data is only
ordinal if scales have fewer than six
points.
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In the light of these arguments,

it would be valid to ask the question:
“why stop at 10 points?” From a data
point of view it would be better to
have even more points. However,
questions must be easy for
respondents to understand in order
to have a high level of confidence in
the validity of the answers. People
find it most easy to respond to
5-point verbal scales and 10-point
numerical scales. This may be
because giving (or receiving) a score
out of 10 tends to be familiar to most
people —whether from tests at school
or from the reviews of footballers’
performances in newspapers.
Numerical scales with fewer or more
than 10 are more difficult for people
as are verbal scales with more than
five points.

Following a test at Cornell
University in 1994, Wittink and
Bayer concluded that the 10-point
endpoint-anchored numerical scale
was most suitable for Customer
Satisfaction Measurement. Their
reasons included respondent
perspective issues, such as
simplicity and understandability,
as well as reliability issues, such
as repeatability (the extent to
which the same scores are given
by respondents in successive
tests). Most importantly they
concluded that it was the best
scale for detecting changes over
time and for improving customer
satisfaction®. Michael Johnson
from Michigan University Business
School and Anders Gustafsson
from the Service Research Centre at
Karlstad University (the originators
of the American Customer
Satisfaction Index and Swedish
Customer Satisfaction Barometer)
also advocate use of a 10-point
numerical scale for Customer
Satisfaction Measurement®.
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The danger of over-stating customer
satisfaction

Due to the two problems outlined
on page 75 (narrower distribution
of scores and aggregation of data),
verbal scales invariably generate
higher customer satisfaction scores
than numerical scales, tempting
organisations to adopt a dangerous
level of complacency regarding their
success in satisfying customers.

According to Allen and Rao?, a
company that routinely scores 90%
for overall customer satisfaction on
a 5-point scale will typically score
85% on a 7-point scale and only
75% on a 10-point scale.

100%

80%

60%

Loyalty

40%

Zones of depression

This can lead to a dangerous
level of complacency. It is
therefore hardly surprising that
companies misleading themselves
with unrealistically high levels

of customer satisfaction from
verbal scales complain that their
‘satisfied’ customers are often
defecting. They then begin to
question the point of customer
satisfaction. What they should be
questioning is their misleading
CSM process. Their customers are
actually well below the levels of
satisfaction that would generate
loyalty.

Zone of indifference

Satisfaction

Figure A.7 Satisfaction-loyalty relationship
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Zone of affection

A huge amount of evidence
collected over a 30-year period

by Harvard Business School also
supports this view. They have
found very strong correlations
between customer satisfaction
and loyalty, but only at high levels
of satisfaction® (see figure A.7).
Merely being satisfied is not
enough in today’s competitive
markets and a tougher measure
based on a 10-point numerical
scale is necessary to highlight this.

Apostle

./

10
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Top performers and poor
performers

For poor performers with low levels
of satisfaction, the choice of rating
scale matters little. They will get

a fairly normal distribution with

5-, 7- or 10-point scales and have
little need for advanced analysis

of the data since the problem
areas that need addressing will be
obvious. By contrast, choice of scale
becomes much more critical for top
performing companies for several
reasons:

1. Companies with high levels
of satisfaction need a very
tough measure if they are to
identify further opportunity for
improvement

2. Companies in this situation
need to employ much more
sophisticated statistical
techniques that drill down into
the data to uncover drivers of
satisfaction or differences in
satisfaction between groups
of customers that may not
previously have been considered

3. In situations where there are
multiple business units (e.g.
branches, regions, stores, sites,
etc) it is very important to be
able to discriminate between
the better and poorer
performing units.
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The questions on the ACSI are

rated on a 10-point numerical scale.
According to Michigan this is for
two main reasons. Firstly, because
10 points are needed to provide

the required level of discrimination
at the ‘satisfied’ end of the scale
(and a 10-point verbal scale is not
workable, especially for telephone
interviews) and secondly, because
of the analytical benefits afforded by
numerical scales®”.
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