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14.3: Customer Satisfaction

1. Understand satisfaction and satisfaction strategies.
2. Design a customer satisfaction measurement system.
3. Describe complaint management strategies.

Customer Satisfaction Defined
What comes to mind when you hear someone say, “A satisfied customer”? Perhaps it is an image of someone smiling with the
pride of knowing he got a good deal. Or perhaps it is the childlike look of happiness someone exhibits after purchasing a new pair
of shoes that are just the right color. Whatever your picture of a satisfied customer is, customer satisfaction is typically defined as
the feeling that a person experiences when an offering meets his or her expectations. When an offering meets the customer’s
expectations, the customer is satisfied.

Improving customer satisfaction is a goal sought by many businesses. In fact, some companies evaluate their salespeople based on
how well they satisfy their customers; in other words, not only must the salespeople hit their sales targets, they have to do so in
ways that satisfy customers. Teradata is one company that pays its salespeople bonuses if they meet their customer satisfaction
goals.

Customer satisfaction scores have been relatively stable for the past few years as illustrated in Table 14.2. You might think that if
increasing the satisfaction of customers were, indeed, the goal of businesses, the scores should show a steady increase. Why don’t
they? Maybe it’s because just satisfying your customers is a minimal level of performance. Clearly customer satisfaction is
important. However, it isn’t a good predictor of a customer’s future purchases or brand loyalty. For example, one study of customer
satisfaction examined car buyers. Although the buyers rated their satisfaction levels with their purchases 90 percent or higher, only
40 percent of them purchased the same brand of car the next time around (Lambert-Pandraud, et. al., 2005).

Table 14.2 Industry-Average Customer Satisfaction Scores, 2000–2010

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Applianc
es

85 82 82 81 82 80 81 82 80 82 81

Compute
rs

72 74 71 71 72 74 77 75 74 78 78

Electroni
cs

83 81 81 84 82 81 80 83 83 85 85

Cars 80 80 80 80 79 80 81 82 82 82 83

Source: American Customer Satisfaction Index, www.theacsi.org (accessed October 10, 2011).

Keep in mind, though, that satisfaction scores are a function of what the customer expected as well as what the company delivered.
So the flat scores in Table 14.2 reflect rising customer expectations as well as improved products. In other words, the better
products get, the more it takes to satisfy consumers.

There is also a downside to continuously spending more to satisfy your customers. Recent research shows that firms that do so can
experience higher sales revenues. However, after the additional spending costs are factored in, the net profits that result are
sometimes marginal or even negative. Nonetheless, satisfaction is not unimportant. A company’s performance on key factors is
critical both in terms of the loyalty and satisfaction it generates among its customers (Souki & Filho, 2008).

Customer Satisfaction Strategies

So what or how much should you do to improve the satisfaction of your customer? If customer satisfaction can be defined as the
feeling a person experiences when an offering meets his or her expectations, then there are two critical ways to improve customer
satisfaction. The first is to establish appropriate expectations in the minds of customers. The second is to deliver on those
expectations.
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We know that dissatisfied customers are likely to tell many more friends about their negative experiences than satisfied customers
are about good experiences. Why? Because there’s more drama in unmet expectations. A story about met expectations—telling a
friend about a night out that was average, for example—is boring. Jan Carlson, a former Scandinavian Airlines executive, was
famous for promoting the concept of “delighted” customers. Carlson’s idea was that delighting customers by overexceeding their
expectations should result in both repeat business and positive word of mouth for a firm. The fact that stories about plain old
satisfaction are boring is also why influencer communities, such as JCPenney’s Ambrielle community, are so important. Influencers
have new offerings to talk about, which are interesting topics, and other buyers want to know their opinions.

Establishing appropriate expectations in the minds customers is a function of the prepurchase communications the seller has with
them. If you set the expectations too low, people won’t buy your offering. But if you set the expectations too high, you run the risk
that your buyers will be dissatisfied. A common saying in business is “underpromise and overdeliver.” In other words, set
consumers’ expectations a bit low, and then exceed those expectations in order to create delighted customers who are enthusiastic
about your product. A seller hopes that enthusiastic customers will tell their friends about the seller’s offering, spreading lots of
positive word of mouth about it.

Figure 14.8: Ritz-Carlton’s employees are empowered and even given a budget to provide services that delight customers—not just
meet their expectations.

Boston Public Library – Hotel Avery – CC BY-NC-ND 2.0.

One customer satisfaction strategy that grew out of Carlson’s idea of delighting customers is to empower customer-facing
personnel. Customer-facing personnel are employees that meet and interact with customers. In a hotel, this might include desk
clerks, housekeepers, bellman, and other staff. Empowering these employees to drop what they’re doing in order to do something
special for a customer, for example, can certainly delight customers. In some organizations, employees are even given a budget for
such activities.

Ritz-Carlton employees each have an annual budget that can be spent on customer service activities, such as paying for dry
cleaning if a customer spilled red wine on a dress in the hotel’s restaurant. Sewell Cadillac is famous for how its employees serve
its customers. An employee will even pick up a customer up on a Sunday if a Sewell-purchased car breaks down. Other dealers
might delegate such a service to another company, but at Sewell, the same salesperson who sold the car might be the person who
handles such a task. To Sewell, customer service is too important to trust to another company—a company that perhaps won’t feel
the same sense of urgency to keep car buyers as satisfied as Sewell does.

Companies like Ritz-Carlton also monitor Twitter and other social media so that any problems can be identified in real time. For
example, one newlywed tweeted that the view outside her window of another wall was no way to spend a honeymoon. A Ritz-
Carlton employee caught the tweet and employees at the hotel responded with a room upgrade.

Empowerment is more than simply a budget and a job description—frontline employees also need customer skills. Companies like
Ritz-Carlton and Sewell spend a great deal of time and effort to ensure that employees with customer contact responsibilities are
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trained and prepared to handle small and large challenges with equal aplomb.

Another customer satisfaction strategy involves offering customers warranties and guarantees. Warranties serve as an agreement
that the product will perform as promised or some form of restitution will be made to the customer. Customers who are risk-averse
find warranties reassuring.

One form of dissatisfaction is postpurchase dissonance, which we described in Chapter 3. Recall that it is also called buyer’s
remorse. Postpurchase dissonance is more likely to occur when an expensive product is purchased, the buyer purchases it
infrequently and has little experience with it, and there is a perception that it is a high-risk purchase. Many marketers address
postpurchase dissonance by providing their customers with reassuring communications. For example, a boat dealer might send a
buyer a letter that expresses the dealer’s commitment to service the boat and that also reminds the buyer of all the terrific reasons
he or she purchased it. Alternatively, the dealer could have the salesperson who sold the boat telephone the buyer to answer any
questions he or she might have after owning and operating the boat for a couple of weeks.

Figure 14.9: Buy a new boat, and the dealer is likely to engage in reassurance communications designed to reduce any postpurchase
dissonance and enhance your satisfaction with the offering. The communications might include phone calls from the salesperson
who sold you the boat or letters from the dealer’s service department.

brewbooks – Pat and Mary Ellen in Lund skiff – CC BY-SA 2.0.

Measuring Customer Satisfaction
To measure customer satisfaction, you need to able to understanding what creates it. Just asking customers, “Are you satisfied?”
won’t tell you much. Yet many companies often measure the satisfaction of their customers on the basis of only a few questions:
“How satisfied were you today?” “Would you recommend us to your friends?” and “Do you intend to visit us again?”

Effective customer satisfaction measures have several components. The two general components are the customer’s expectations
and whether the organization performed well enough to meet them. A third component is the degree of satisfaction, or to put it in
terms we’ve used to describe exceptional performance, is the customer delighted?

To figure out if a customer’s expectations were met and they are delighted, more detail is usually required. Companies might break
the offering into major components and ask how satisfied customers were with each. For example, a restaurant might ask the
following:

Were you greeted promptly by a host? By your server at your table?
Was your order taken promptly?
How long did you wait for your food?
Was the food served at the appropriate temperature?

These questions assume that each aspect of the service is equally important to the customer. However, some surveys ask customers
to rate how important they are. Other surveys simply “weight,” or score, questions so that aspects that are known to be more
important to customers have a greater impact on the overall satisfaction score. For example, a restaurant might find that prompt
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service, good taste, and large portions are the only three factors that usually determine customers’ overall satisfaction. In that case,
the survey can be shortened considerably. At the same time, however, space should be left on the survey so customers can add any
additional information that could yield important insight. This information can be used to find out if there are customer service
problems that a firm wasn’t aware of or if the preferences of consumers in general are changing.

You will still find customer satisfaction survey cards that just ask, “How satisfied were you today?” “Would you recommend us to
your friends?” and “Do you intend to visit us again?” The information obtained from these surveys can still be useful if it’s paired
with a more comprehensive measurement program. For instance, a sample of customers could be given the opportunity to provide
more detailed information via another survey and the two surveys could be compared. Such a comparison can help the company
pinpoint aspects that need improvement. In addition, the company has given every customer an opportunity to provide input, which
is an important part of any empowerment strategy.

Complaint Management Strategies

When buyers want to complain about products or companies, they have many ways to do so. They can complain to the companies
they’re upset with, tell their friends, or broadcast their concerns on the Internet. People who use every Internet site possible to bash
a company are called verbal terrorists. The term was coined by Paul Greenberg, a marketing analyst who authored the wildly
popular book CRM at the Speed of Light.

Should companies worry about verbal terrorists? Perhaps so. A recent study indicates that customer satisfaction scores could be
less important to a firm’s success or failure than the number of complaints its gets (Lou & Homburg, 2008). To measure the
tradeoff between the two, customer satisfaction guru Fred Reicheld devised something called the net promoter score. The net
promoter score is the number of recommenders an offering has minus the number of complainers (Reicheld, 2006). The more
positive the score, the better the company’s performance. According to another recent study, a company with fewer complaints is
also more likely to have better financial performance.

Studies also show that if a company can resolve a customer’s complaint well, then the customer’s attitude toward the company is
improved, possibly even beyond the level of his or her original satisfaction. Some experts have argued, perhaps jokingly, that if this
is the case, a good strategy might be to make customers mad and then do a good job of resolving their problems. Practically
speaking, though, the best practice is to perform at or beyond customer expectations so fewer complaints will be received in the
first place.

Customers will complain, though, no matter how hard firms try to meet or exceed their expectations. Sometimes, the complaint is
in the form of a suggestion and simply reflects an opportunity to improve the experience. In other instances, the complaint
represents a service or product failure.

When a complaint is made, the process for responding to it is as important as the outcome. And consumers judge companies as
much for whether their response processes seem fair as whether they got what they wanted. For that reason, some companies create
customer service departments with specially trained personnel who can react to complaints. Other companies invest heavily in
preparing all customer-facing personnel to respond to complaints. Still other companies outsource their customer service. When the
service is technical, marketers sometimes outsource the resolution of complaints to companies that specialize in providing technical
service. Computer help lines are an example. Technical-support companies often service the computer help lines of multiple
manufacturers. A company that outsources its service nonetheless has to make sure that customer complaints are handled as
diligently as possible. Otherwise, customers will be left with a poor impression.

Handling the Complaint Process

A good customer complaint handling process involves the steps listed below. Note that one step is to acknowledge the customer’s
feelings. A customer who is angry or upset due to a failure does not want to be patronized or have his or her problems taken lightly.
The situation is important to the customer and should be important to the person listening and responding to the complaint.

Listen carefully to the complaint
Acknowledge the customer’s feelings
Determine the root cause of the problem
Offer a solution
Gain agreement on the solution and communicate the process of resolution
Follow up, if appropriate
Record the complaint and resolution
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Note that the complaint-resolution process involves communicating that process and gaining agreement on a solution, even if the
customer sometimes might not like the outcome. He or she still needs to know what to expect.

Finally, the complaint process includes recording the complaint. We stated earlier that a firm’s best strategy is to perform at or
beyond the customer’s expectations so as to minimize the number of complaints it receives in the first place. Analyzing your
company’s complaints can help you identify weak points in a service process or design flaws in a product, as well as potential
miscommunications that are raising customer’ expectations unreasonably. To conduct this analysis, however, you need a complete
record of the complaints made.

A complaint record should reflect the main reason an offering failed. Typically, the failure can be attributed to one (or more) of the
following four gaps (Levy & Weitz, 2009):

1. The communication gap. Overstating the offering’s performance level, thereby creating unrealistic expectations on the part of
customers.

2. The knowledge gap. Not understanding the customer’s expectations or needs, which then leads a company to create a product
that disappoints the customer.

3. The standards gap. Setting performance standards that are too low despite what is known about the customers’ requirements.
4. The delivery gap. Failing to meet the performance standards established for an offering.

You can attribute the complaints your company receives to one of the four gaps and then use the information to figure out what
must be done to fix the problem, assuming you have one. If the problem is overstating the performance, then perhaps your firm’s
marketing promotions materials should be reviewed. If it appears that the offering is simply not meeting the needs of your
customers, then more work should be done to identify exactly what they are. If your firm is aware of the needs of its customers but
there is a gap between their requirements and the standards set for your firm’s performance, then standards should be reviewed.
Finally, your company’s processes should be examined to ensure that standards are being met.

When the Smokey Bones chain of barbecue restaurants (owned by Darden Restaurants) noticed falling profits, managers cut costs
by eliminating some items from the menu. Unfortunately, these were the items that made the chain unique; once they were gone,
there was nothing distinctive about the chain’s offerings. When customers complained, servers replied, “Yes, a lot of people have
complained that those products are no longer available.” But apparently, there was no process or way to get those complaints to
register with the company’s management. As a result, the company didn’t realize why it was losing customers, and its profits
continued to spiral downward. Many locations were closed and the company filed for bankruptcy.

Keep in mind that the complaint handling process itself is subject to complaints. As we mentioned, customers want a process that’s
fair, even if the outcome isn’t what they hoped for. Consequently, monitoring your firm’s customer satisfaction levels also means
you must monitor how satisfied customers are with how their complaints were handled.

Key Takeaway
Measuring customer satisfaction is an important element of customer empowerment. But satisfaction alone is a minimal level of
acceptable performance. It means that the customer’s expectations were met. Getting positive word of mouth requires exceeding
those expectations. To minimize the number of complaints a company needs an effective process of both handling complaints and
understanding their causes so any problems can be corrected. Because the complaint process itself is subject to complaints,
monitoring your firm’s customer satisfaction levels also means you must monitor how satisfied customers are with your company’s
complaint handling system.

Review Questions
1. Should a company be happy or concerned if most customers are satisfied?
2. Why have customer satisfaction scores remained relatively steady over the past few years?
3. What are the desired outcomes, from a marketer’s perspective, of a complaint management process?
4. How would marketing management use customer satisfaction survey results?
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