Measuring Customer Satisfaction and Value

(Keeping Score, 1996, Mark Brown)
An important step in becoming a customer-focused organization is to do a good job of segmenting customers and determining the needs and desires of each group of customers.  What’s important about the method you use to segment customers is that you group them based on common needs and characteristics, rather than on a scheme that is most convenient for you.

Methods for Identifying Customer Requirements

· Asking Customers what they want

· Using Customer Feedback to Determine Requirements

· Stop Everything and See what Customers Ask For

Customer’s opinions and feelings are important.  However, these data need to be supplemented with hard measures of customer satisfaction – measures of what customers do, not what they say….gains and losses of customers, market share relative to competitors, and repeat business are all good hard measures of customer satisfaction.  Repeat and lost businesses are the overall best hard measures of customer satisfaction

A satisfied customer buys from you: A delighted customer sells for you…highest standards….a company has clients give them a report card once a month, using letter grades…A=4.0, a B=3.0, a C=2.0 etc.  At one company….a satisfied customer has no value to the company.  A=150 points, B=50 points, C=0.  This company promotes delighting customers and gives no credit for merely satisfying them.

Customer Satisfaction Index (CSI) – summary of statistics that should be based on 50-60% hard measures and 40-50% soft measures, allow you to compute the index at least once a month, be broken down by service/product and location, and be easy to understand by all levels of employees.

· Repeat and lost customers
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· Customer satisfaction survey
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· Complaints/returns
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· Product-specific surveys
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Dimensions of Value – perceived value and price versus nearest competitor.  Perceived value received for the dollars spend is often a stronger predictor of customer buying behavior than is customer satisfaction.  

People’s perception of value is based on their knowledge of the cost of similar items, and what they are willing to pay for quality, prestige, rarity, and other factors that determine the price of good and services in the marketplace.

Market research is far fro an exact science, because people are not very good observers of their own behavior and feelings

Customer Value Added – price competitiveness, customer value perception and customer satisfaction.

To measure perceptions regarding value…3 dimensions

· Overall value: service was worth the price

· Relative perceived quality: service quality versus competitions’ quality

· Relative price: price satisfaction versus competitors’ price
Customer Value Index (CVI) – links value and satisfaction
· Survey Scores 
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Overall value (15%)


Price vs. Competitors’ (15%)

· Focus group scores
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Overall value (10%)


Product quality/price (5%)


Service quality/price (5%)
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· Actual price versus competitors’
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Key variables measuring Customer Satisfaction and Value
· Customers are segmented according to similar characteristics and their specific need are determined at least once a year

· Specific surveys are developed to measure satisfaction levels of each group of customers

· Large samples of customers are surveyed at least twice a year, and a large %, 50% or more, of the surveys are answered

· The organization conducts focus groups or similar meeting with various groups of customers several times each year to gather qualitative customer satisfaction data

· Customer satisfaction telephone and mail surveys are evaluated and continually improved

· Hard data such as repeat business are collected to supplement data on customers’ opinions of the organization’s product/services

· Individual indices of customer satisfaction are summarized into a customer satisfaction index (CSI)

· Customer satisfaction levels of key competitors are determined

· Internal support functions all have simple but thorough methods of determining the satisfaction levels of their customers

· A variety of hard and soft (opinion) data are collected on customer value

· Price and quality data on key competitors are collected on a regular basis to assess value performance

