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INTRODUCTION
Introduction

This paper is the result of the confluence of a  num
ber of trends and events.  The first is the rising interest
using customer satisfaction as a way to drive organizatio
to be more responsive to the market. These trends are 
reflected in journals such as the Journal of Product Inno-
vation Management and the Journal of Marketing Re-
search.   Increasingly companies are realizing that lon
term survival is tied to delivering valued products that sa
isfy customers’ needs. As the environment in which th
operate becomes more competitive, utilities are incre
ingly paying attention  to the role of customer satisfactio
in customer choices of products and its role in attaini
and retaining customers.

A second event that focused our attention on cu
tomer satisfaction were the comments from a lay pers
who read a series of program evaluation reports.  The 
person kept asking, why, if the programs were only mo
estly successful (in terms of the program delivery of ser
ices to customers and in terms of impacts), did custom
express such high levels of satisfaction with the program

A third event was that as a firm we began to loo
much more carefully at the satisfaction data from studies
the energy field as well as those outside the energy fie
Every study we looked at seemed to report fairly high le
els of customer satisfaction. We began to joke with co
leagues about the “iron law of customer satisfaction,” th
80% of the customers will tell you that they are satisfied 
very satisfied with products or services 95% of the tim
When confronted with satisfaction questions, survey r
spondents generally give high ratings.  Indeed, as we 
viewed program after program, a program has to be nea
a complete and utter disaster before the average or me
ratings will even approach mid-scale or go below it.

A final event had to do with personal experienc
with a provider’s products and the provider’s custom
satisfaction survey.  We recently purchased Internet se
ices for one of our offices from an Internet service provid
with a national reputation but a regional service territor
In our first encounter with this provider, we discovere
that the firm provided support for only one operating sy
tem even though another operating system accounted
40% of all users and more than half the usage according
national surveys.

We further discovered that instead of providing 
seamless array of product options, the provider had s
mented the market into residential and business custom
Apparently without much research,  the provider assum
that the needs of these two segments were different.  T
1997 Energy Evaluation Conference, Chicago
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provider failed to recognize that  both residential and sm
business customers may have internal networks that th
want connected to high speed dial-up.  The residential o
tions were limited to single user dial-up and did no allo
customers to connect networks.  Small businesses cust
ers had to a purchase a full connect option with a minimu
of five computers in order to get networking service.

When a survey firm hired by the provider called t
find out about customer satisfaction, the survey focused 
tirely on post-transaction service delivery to the exclusion 
pre-transaction contact and questions about product of
ings.  The survey did not allow us to tell that provider th
we liked the people, we believed that the staff  was tryi
hard, but the information they provided and their produc
really missed the mark.  We are certain that the survey ta
was confused  with our responses and we are also reason
certain that the analysts will place our responses among
outliers at which point they will be ignored.  Variations o
this sad tale seem to be fairly common.

These illustrations point to a series of important que
tions.  What is customer satisfaction?  What does it mean
get a high customer satisfaction score?  How can we in
pret customer satisfaction?  Does having highly satisfi
customers really result in customer retention?  What are 
best ways to measure customer satisfaction?  And, how 
the results of customer satisfaction surveys be interpreted
that products and services can be improved.

WHAT IS CUSTOMER SATISFACTION?
What Is Customer Satisfaction?

Customer satisfaction is about relationships.  It 
about the relationship between a customer and a produc
service.  It is about the relationship between the custom
and the provider of a product or service.  And, it is abo
the relationship between the provider(s) of a product 
service and their product or service.

Customer satisfaction is the degree to which a cu
tomer perceives that an individual, firm or organization has
effectively provided a product or service that meets t
customer’s needs in the context in which the customer
aware of and / or using the product or service.  Satisfact
is not inherent in the  individual or the product but is a s
cially constructed response to the relationship between
customer, the product and the product provider / mak
To the extent that a provider / maker can influence t
various dimensions of the relationship, the provider c
influence customer satisfaction.

A key element of customer satisfaction is the natu
of the relationship between the customer and the provid
Relationships vary in a number of dimensions. Relatio
23
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ships may be confined to a single transaction or they m
involve multiple transactions.  Transactions can be ep
sodic or represent a continuing series of evenly spaced 
teractions.  A relationship may revolve around a sing
commodity or multiple products and services.  The parti
to a relationship can view a relationship as being pure
instrumental (as a means to an end) or the relationship c
have a strong affective component.  The transactional 
pects of a relationship range along a continuum from  re
tionships that are ill defined and largely unstructured 
which the process and content of the transaction are op
to negotiation, to highly formalized transactions that fo
low rigidly defined rules specifying the exact content an
structure.

Customer satisfaction is also about the parties in
relationship.  Parties to products and services relationsh
(customer and provider) have histories.  Those histori
may be differentially known to the parties in a transactio
Parties to a transaction may have an image.  A product
service may be associated with a brand.  Usually the p
ties’ knowledge of each other is asymmetric both in term
of the amount of knowledge and in terms of the specif
knowledge.

Each of the parties to a relationship operates from
culture with a world view.  They come to a relationshi
with some level of knowledge about the product, servic
and relationship and some concept of their role and th
partner’s role in the transaction.  The parties in a transa
tion have a sense of their own as well as the other part
status, abilities, capabilities, image, knowledge and a h
of other attributes.

Customer satisfaction is grounded in reality an
mediated by perception.  Of the two, perception is prob
bly  more important.  To paraphrase W. I. Thomas’ famou
dictum, things that are perceived to be real, are real in th
consequences.  In the realm of customer satisfaction, 
objective situation and the perceived situation may be qu
different. A customer’s satisfaction with a product and th
delivery of the product may differ markedly from the ac
tual quality of the product and its delivery.  Customers ma
express high levels of satisfaction with poor products a
services and low levels of satisfaction with high qualit
products well delivered.  Changing levels of customer sa
isfaction may require changing customers perceptions 
much as changing the objective nature of a product or 
lationship.

The product also is fundamental to expressions 
customer satisfaction.  Products have a series of object
characteristics which are perceived by users and which 
fluence satisfaction (ref. 10).  In relation to other product
products have relative advantage (or disadvantage).  Th
have some level of compatibility with the socio-cultura
and physical environment in which they are to used.  A
pearance is an important aspect of compatibility.  Produc
may be observable or hidden.  A user may be able to try
product or not.  They may be simple or complex.
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Products and services also have use characterist
They may be used at different intensities, different fr
quencies, with different consequences.

Finally, there are the needs of the customers a
providers.  In any relationship, each party is attempting 
satisfy some set of needs.  The needs of the parties ma
know or hidden.  Needs are almost always asymmetr
that is, the set of needs for each of the parties is differe
Relationships that fill the needs of both parties are mo
likely to result in expressions of satisfaction than nee
that meet just the needs of one party or the other.

Before Measuring Customer Satisfaction You
Need to Know Why You Are Measuring It

The first question associated with any effort t
measure customer satisfaction is, why measure custom
satisfaction?  A flip answer is, it’s important!  The as
sumption is that satisfied customers will buy more servic
and products or recommend products and services to o
ers.  Many of us assume that satisfied customers will co
tinue with a company.  The fact is that satisfied custome
leave companies every day.  Some people will switch fo
small change in price while others with stay with a firm re
gardless of price.

A more interesting reason for measuring custom
satisfaction is that it provides an organization with motiv
tion and information that allow it to adapt to the future
Customers change and their satisfaction with relationsh
change.  By constantly assessing satisfaction with relatio
ships and understanding what motivates satisfaction, 
organization can identify how it needs to change its me
ods of dealing with customers, it products, and its intern
organization.

There are many other reasons to measure custom
satisfaction.  An organization may want to know levels 
customer satisfaction in order to retain or build mark
share.  An organization may want to enter a market a
may need intelligence about customer satisfaction with
that market.  If the goal of the organization is to becom
the market leader, the organization will have to understa
what it needs  to do to satisfy the broadest possible c
tomer base. If the goal is to improve the bottom line, th
organization may want to pick a niche and focus on pro
ucts and services that satisfy customers in that mar
niche.

Customers Are Not A Black Box

When organizations measure satisfaction they oft
approach the problem as if customers are homogene
even though they know that they are very different.  Part
the science of understanding customer satisfaction is
recognize customer differences and to take the differen
into account when measuring satisfaction.
1997 Energy Evaluation Conference, Chicago
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Perhaps the point about customers is best made
examining a customer segmentation scheme.  Table 1 p
ents the segments and the descriptors for one reside
segmentation model.  In this segmentation scheme “yo
professionals” choose quality over price while “penn
pinchers” chose price over quality.  The “conservati
blues” are  brand buyers with conservative buying hab
“Cautious couples” focus on what they need and the “w
widows” have routinized buying habits. “Frantic families
have incomes that allow them to make purchases in o
to avoid hassles.

For a moment, consider the implications of th
scheme for customer satisfaction.  Young professionals
going to be looking for providers who provide high quali
products and are more likely to be satisfied with provide
who stock such goods.   Cautious couples will be m
satisfied with providers who can provide products th
meet their basic functional needs.   Penny pinchers 
most satisfied with price.  Wary widows are likely to loo
for a provider that has what they want in order to minimi
the hassles and manage the routine. Conservative blue
more likely to be satisfied with providers who stock bra
names.  If customers are viewed as homogeneous, it is
ficult to create customer satisfaction.  This is why ho
holding companies create brands and designers creat
bels.  Utilities likely will need to learn how to do this also
1997 Energy Evaluation Conference, Chicago
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Customer Satisfaction Cannot Be
Understood With A Single Question

We frequently find organizations attempting to as
sess customer satisfaction by asking a single question 
perhaps a few questions.  Sometimes this question or ser
of questions is repeated  through time in a series of su
veys.  The result is often a graph of a time-series, usua
of mean customer satisfaction scores, that shows fluctu
tions in this single measure of customer satisfaction or s
ries of measures of satisfaction.

The basic difficulty with this approach is that or-
ganizations learn very little about satisfaction. Organiza
tions hope that the time series will show values of satisfa
tion that remain constant or increase.In reality, the value
often fluctuate up and down.  It is not unusual to se
changes that are within the margin of sampling error and 
have organizations claim that they are making progress 
customer satisfaction.

Also, it is not unusual for survey response rate
to change. More than a few companies tracking satisfactio
have had the experience of seeing average satisfacti
scores decline as survey response rates increase.
Table 1.  Segmentation scheme for residential customers (ref. 11)

Young Professionals Frantic Families

• Younger, single, upscale males • Convenience oriented
• Oriented to quality over price, try new things and

evaluate each purchase on its own merit
• Family life and income make it necessary  and

possible to minimize hassle
• Represent  9% of the U.S. population • Represent  24% of the U.S. population

Cautious Couples Conservative Blues

• Older group • Middle-aged, middle American families
• Focused upon what they need rather what they

want
• Generally, buying behavior  is practical and not

desire-driven
• Represent 16% of the U.S. population

• Conservative buying habits, rely on experi-
ence, reputation, and long-term success.

• Brand buyers and American-made buyers.
• Represent 18% of the population.

Penny Pinchers Wary Widows

• Price shopper segment
• Price over quality and selection of service and ge-

nerics over brands
• Tend to be downscale, single women
• Represent 10% of the U.S. population

• Tend to be older, retired, widowed women
more likely to live in apartments and mobile
homes.

• Buying behavior is resistant to change, con-
venience-driven, and routinized.

• Represent 22% of the U.S. population
25
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Now, we might ask a fundamental question, wh
does an organization learn by tracking a single satisfac
measure or even a series of measures.  It is difficult to
sign meaning to a satisfaction score.  Is a 8.0 a high s
on a ten point scale?  How about an 8.5?  Is a 7.0 a 
score?  If  you look at Table 2 and the scores for the f
programs cited there, you see that a 4.0 and 4.2 are the
average scores, 4.3 is the middle score and a 4.5 and 
are the high scores.  The table illustrates a case  in w
the mean score for each of the programs is at least “so
what satisfied.”

From a manager’s perspective, just knowing the a
erage satisfaction is not very useful.  It may tell the ma
ager how an organization is doing in relation to past lev
of customer satisfaction.  That is, it may answer the qu
tion of whether the organization is doing a better or wo
job with customers than previously, but it does not give
manager any hints about useful actions.   For example,
manager may want to know if there is some level of  c
tomer satisfaction where most of the customers are lik
to be retained.  The manager may also want to know
there is some level of  customer satisfaction below wh
customers, seeing a price advantage for some similar p
uct, will move to the other product.  Alternatively, a ma
ager needs to know what can be done to improve satis
tion.  A single score or a small number of scores cannot
26
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a manager this.  The manager needs more information tha
a simple satisfaction analysis can provide.

A Model For Analyzing Relationships To
 Extract Motivators Of Customer Satisfaction

To really understand customer satisfaction requires
identifying the elements of the customer - provider - prod-
uct relationship that drive perceptions of satisfaction for
the target audience.  Products and situations differ  and th
nature of the relationships between customers, product
and providers vary.  In order to understand  customer satis
faction, we need to get at the underlying relationships.  We
developed a simple model to aid in doing this.  The mode
is used to identify the aspects of a customer / product / re
lationship that may be important.

The model is shown in Figure 1 and the accompa-
nying table, Table 3.   Like most models this contains some
simplifying assumptions.  For example, it is assumed tha
the product and service provider is a single entity,  In real-
ity, a product service provider may be several agents, a
network or a system.  For simplicity we have also assumed
a single product or service but many customer provider
relationships revolve around multiple products or services.
Table 2.  Example of scores on satisfaction

Mayville /
Horicon
Percent

Merrill
Percent

N.E.W.
Percent

New London
Percent

Viroqua
Percent

Very satisfied 72 68 38 41 39

Somewhat
satisfied

27 20 48 34 56

Neither
satisfied or
dissatisfied

0 7 13 13 4

Somewhat
dissatisfied

1 2 1 1 1

Very
dissatisfied

0 2 0 0 0

Average for a
five point scale

4.7 4.5 4.2 4.0 4.3
1997 Energy Evaluation Conference, Chicago



 Customer

Organization
or firm

Product
or Service

1. Pre-product selection phase 
2. Transaction phase 
3. Maintenance support phase

1. Pre-purchase phase 
2. Post-purchase phase

1. Pre-purchase phase 
2. Post-purchase phase

Figure 1.  Model for analyzing customer satisfaction relationships.
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If the target of the satisfaction measurement effort 
the customer, then the model should be used from t
customers perspective.  If the target of the measureme
effort is employee satisfaction, then it needs to be us
from the employee’s perspective.  The questions in Table
have been written assuming the customer perspectiv
Also we have not attempted to be exhaustive.  The mod
and the table are designed to be suggestive.

The analysis of the underlying relationship can sta
with any of the three relationships.   To illustrate the too
we will use the customer / provider relationship.  The go
is to identify underlying factors in the relationship tha
drive satisfaction.

In the model, the customer / provider relationship i
broken into three phases. There is the pre-product select
phase in which the customer may interact with a provid
seeking information about the product and the provide
may target customers and provide them information, sha
customer awareness or develop a brand image. There is
transaction phase in which the customer and the provid
arrive at an agreement or contract concerning the purcha
and the conditions of the purchase.  There is the post tra
action phase in which there may be a commitment to pr
vide information and support for the product including
warranty and replacement services.

Column 1 of Table 3 describes the consumer / pro
vider relationship and identifies these three phases. List
under each phase is a series of questions which ident
features  of  that aspect of relationship with which a cu
tomer may be more or less satisfied.

A researcher may compare the questions in the tab
to a specific customer / provider / product relationship t
help identify elements that are important.  Once that 
done, the researcher can construct measures of satisfact
1997 Energy Evaluation Conference, Chicago
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Constructing Measures of Satisfaction

There are a number of factors to be considered i
constructing a measurement scale.  A typical phrasing for
satisfaction question is, “On a scale of 1 to 10, where “1” i
very dissatisfied and “10” is very satisfied, how would you
rate product or service X.”  Upon seeing such a questio
several issues come immediately to mind.    Why a 1
point scale?  Why not a 5, 6, or 7 point scale? What does
“9” mean? What is the difference between a “7” and a “9”.
Does a “9” mean the same thing every time?

There is a very large literature on scaling methods.  Th
major points of contention are:

• whether a scale should have a mid-point
• the number of points or categories to be

used in a scale
• the meaning of the scale

Should Scales  Have A Mid-Point?
A scale with an even number of categories, for ex

ample, a 10 point scale (i.e., 1 to 10), has no integer that 
exactly half way. The middle of the scale is 5.5. When a
scale with an even number of categories is used, the r
spondent is forced to show a disposition one way or th
other when choosing a middle category.  In other words
the respondent has to be slightly satisfied or slightly dis
satisfied.  With a scale with an even number of points it i
not possible for the respondent to be “neither satisfied o
dissatisfied.”
27
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When a scale has an odd number of categories, 
respondent can choose a middle category, for instance 
on a scale of “7”.  There are three categories below t
mid-point and three above.  By choosing the middle, th
respondent does not have to exhibit any tendency in o
direction or the other.  In other words, the respondent c
be “neither satisfied or dissatisfied.”  Initially, the argu
ment about whether or not to have a middle category w
driven by the concern that people would avoid making
commitment and gravitate to the middle category.

At least in satisfaction research, there is no eviden
that people gravitate to the middle.  In fact, the typical r
sponse pattern is to overwhelmingly pick positive value
rather than negative ones.  Most distributions of custom
satisfaction have a negative skew which means there i
clustering of responses around values of high satisfaction

Table 2 presents data from five surveys (refs.   3, 
6, 8, 12).  The average satisfaction rating on a 5 point sc
for the five programs was between 4 and 5.  When the p
grams are compared, the differences in satisfaction b
tween the programs are in the percentages of responde
choosing the “very satisfied” and  “somewhat satisfied
categories.  Notice that almost no respondents indica
they were somewhat dissatisfied or very dissatisfied.  Th
is a typical pattern of response for a “standard” satisfacti
question and the pattern holds regardless of the numbe
points in the scale.

How Many Points In A Scale?
The argument about the number of points to use in

scale has basically revolved around two issues, the num
of discriminations people can make and the ability to di
criminate sources of satisfaction.

Faced with the task of judging a series of objects o
some criterion and then organizing the objects into lik
categories, most people will organize objects into seven
fewer categories. Many people will use only three, four o
five categories to group a set of objects.  Some people w
create seven categories and a few may divide the obje
into even more groups.  Researchers have concluded 
most people will make only seven or fewer meaningfu
distinctions. Based on this, many researchers have arg
that the number of points in a scale should be limited 
seven or fewer.

However, some satisfaction researchers  argue th
more than seven categories should be used.   Their con
tion is that the compact response sets of 5, 6, or 7 po
scales limit the potential variability of response and this 
turn limits the ability to apportion the underlying variance
to different determinants of satisfaction.  These satisfacti
researchers have tended to use 10 point scales.  The a
ment is that the 10 point scales place less constraint 
variability of response than scales using fewer categori
do and that this aids the analysis of the sources of satisf
tion.
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The authors have observed that with reasonab
sized samples, all the values on a 10 point scale are alm
always used.  However, just as with the 5 point or 7 poi
scale, most respondents choose values representing h
degrees of satisfaction.  Very few choose values repr
senting dissatisfaction and it is most unusual for the ave
age scale score to be below six on a 10 point scale.

What Do Scales Mean?
A key issue in satisfaction research  is the meanin

respondents assign to scale values.  In the case of the 
point scales in Table 2, respondents were told the categ
meanings and reminded of them several times during t
survey.  An important reason for attempting to assign cle
meaning to responses it to reduce the positive bias th
satisfaction scales exhibit.

In telephone surveys, assigning clear meanings 
categories becomes more difficult when the number o
categories increases.  The recitation of the categories tak
additional time and the sheer number of categories ca
cause confusion for respondents. When 7 and 10 poi
scales are used in telephone surveys, the responses are
most never defined for the respondent because of the 
gistics of reading the categories.  On a written survey, th
meaning of 10 point scales can be illustrated by placin
the categories across the page.  Even so, there is stro
tendency in written surveys to define the end points bu
not the middle categories.

Although it helps, assigning categories of meanin
to responses in satisfaction questions does not fully elim
nate the skew in the responses.  Even with clear meanin
assigned to the responses, the 5 point scales used to ge
ate the data in Table 2 still show the skewed response p
terns.

Merchant and Duffor (ref. 8) argue that an effectiv
way to reduce the skew is to reword satisfaction questio
so that they deal with performance expectations. An exa
ple of their suggested rewording might be, “did compan
XYZ perform much better than expected, somewhat bett
than expected, etc., etc.?”  Merchant and Duffor demo
strate that scales built in this way result in  response p
terns that are more normally distributed.

However, the issue remains one of meaning.  W
argue that the reason that the distributions of responses 
fer between a standard satisfaction question and the p
formance expectations question is that the meaning of t
questions is different.

We need to ask why there is a positive bias in sati
faction questions.  The explanation is probably to be foun
in the work of Leon Festinger (ref. 4) or Darryl Bem  (ref
1).  An individual receiving or purchasing a product o
service makes a choice.  When asked, the individual w
expresses some level of satisfaction or dissatisfaction w
the choice.  If the individual expresses dissatisfaction, th
implies that the individual made a poor choice and the i
1997 Energy Evaluation Conference, Chicago



y
o

 

c

t

h
e

i

h

b
o
s
 

l

o

n

n

i
o
h

dividual’s self-perception of the choice behavior is likel
to be negative.  However, individuals typically want t
view their own behaviors as being positive.  A negative
perceived behavior conflicts with the desire to view one
behavior as positive.  This conflict between perceptions
called “cognitive dissonance.”

Festinger argues that individuals strive to redu
cognitive dissonance.  In the case of the purchase o
product or service, the purchase action is not easily 
versed.  However, the individual can easily alter his or h
evaluation of the action.  Based on Festinger’s work, w
would expect people to have a positive bias in assess
products and services.

Bem’s theory is a variation on this same theme.  H
argues that beliefs arise out of actions (rather than the o
way around).  Thus, rather than arguing that people hav
need  to minimize cognitive dissonance, he argues t
people look at their behaviors and decide what their beli
are on the basis of their behaviors.  In short, someone w
purchases a product or service will rationalize their sat
faction with it.  Either Festinger’s or Bem’s theory leads u
to the logical inference that there should be a positive b
in satisfaction questions.

Either theory also can be used to demonstrate t
the performance expectations question will result in a d
tribution of responses that is more nearly normally distri
uted.  If a person reports that the performance of the pr
uct or firm deviates widely from his or her expectation
then the individual is reporting that they did not judge
situation well.  In order to reduce the potential for cogn
tive dissonance, the individual is likely choose a respon
that indicates the product more or less met their expec
tions.  From a Bemian perspective, an individual wou
look at their behavior and conclude that since they ha
purchased the product or service it must be meeting th
expectations.  Whichever theory one chooses, one wo
expect a bias toward meeting expectations.

Ultimately the bottom line is that asking the stan
dard satisfaction question will result a response set with
positive bias.  A 5, 7, or 10 point scale will work almos
equally well.  There is probably some small advantage t
10 point scale in that it may allow for a better apportionin
of the variance.

Until the implications of changing the satisfactio
question to a performance expectations question can be
vestigated more thoroughly, it is advisable to continue u
ing the standard satisfaction question.  The key to und
standing customer satisfaction is to identify those eleme
of satisfaction which explain the variance.  If the questio
is changed, the variance to be explained is almost certa
different and the factors that explain it may be different 
weighted differently.  It has not yet been demonstrated t
the same factors explain performance expectations a
satisfaction.
1997 Energy Evaluation Conference, Chicago
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A Method For Identifying The
Drivers Of Satisfaction

One of the keys in analyzing satisfaction is to iden-
tify the “drivers” of satisfaction.  Drivers of satisfaction are
the specific underlying factors that cause more general
measures of satisfaction to go up and down.  With our
model we are suggesting that overall satisfaction is a func-
tion of at least three relationships, customer / provider,
provider / product, and customer / product relationship.  To
truly understand customer satisfaction, we need to under-
stand how each of these factors contributes to overall satis-
faction.

A linear model of customer satisfaction model
might be expressed as follows:

S= a+ b1Cs+ b2Ps+ b3Ds

where:

S =  overall customer satisfaction;

Cs = an estimate of satisfaction with the cus-
tomer / provider relationship

Ps = an estimate of satisfaction with the cus-
tomer product relationship; and,

Ds = an estimate of the product provider rela-
tionship.

By assessing the contribution of each variable to the
explained variance we can judge the relative importance of
the three basic factors .

Each of the three basic relationships can be repre-
sented  similarly.  For example, satisfaction with the cus-
tomer / product relationship is a function of satisfaction
with the pre-product selection relationship, the transaction
relationship, and satisfaction with the post-transaction re-
lations. In other words,

Cs = ac + b1cRc1+ b2cRc2 + b3cRc3

where:

Rc1 = an estimate of the customer satisfaction
with the pre-product selection phase;

Rc2 = an estimate of customer satisfaction with
the transaction phase; and.

Rc3 = an estimate of customer satisfaction with
the  post transaction phase.
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Once again, the contribution that each of these va
ables makes to the variation in the customer provider re
tionships can be examined and the relative importance
each determined.

The step can be repeated an additional time to e
amine the importance of factors explaining each of th
phases of the relationship.

AN EXAMPLE OF IDENTIFYING

An Example of identifying
Drivers Of Satisfaction

A one stage version of this procedure is nicely i
lustrated in a recent study for a Department of Energy o
ganization (ref. 2).  Overall satisfaction with how the or
ganization’s staff  supplied general information wa
measured.  Also, customers were asked to rate their int
action with staff during general information queries fo
courtesy, providing accurate information, willingness t
follow-up, promptness in meeting promises, understandi
the request, providing a timely response, and ease of ini
contact.

When the overall staff  satisfaction score was re
gressed on the factors contributing to satisfaction wi
staff,  courtesy, willingness to follow-up, providing accu
rate information and promptness in meeting promises e
plained a significant amount of the variation in overall sa
isfaction.  Understanding the request, providing a time
response or referral,  and ease of making contact did n
Understanding the request and providing a timely respon
actually had mean ratings that were as high or higher th
items which contributed to overall satisfaction.  Withou
the multivariate analysis, these factors might have be
considered more important than they were.  It is not the a
solute score that counts but whether there is an associa
between the overall satisfaction score and a component
that satisfaction.  In other words, a change in a compone
of satisfaction has to be matched by a change (positive
negative) in overall satisfaction

Using Results To Drive An Organization

How can the results in this example be interprete
and used?  Three examples suffice to illustrate the point.

People who gave staff low overall satisfaction ra
ings believe that that staff understand their questions ju
as well as people who gave the staff high overall satisfa
tion ratings. Because the ratings in terms of understand 
quests are high, both types of customers believe their 
quests are being understood.  Put differently, staff wh
respond to customers appear to understand what the c
tomers want and the customers appear to be getting
those people right away.  In other words, there is no as
ciation between overall satisfaction and understanding t
request.  That doesn’t mean that understanding request
unimportant it just means that changing it won’t impac
32
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overall satisfaction.  If staff  understanding of reques
were to drop because of  changes in policy or staffing,  u
derstanding requests might become a significant driver
satisfaction in future studies.

When compared to other components of over
staff  satisfaction, the average satisfaction score for  eas
making the initial contact was low.  Here again, there is 
statistical relationship between this variable and over
satisfaction.  For this aspect of  the service, the expec
tions for getting a quick response or the need for a qu
response appear to have been equally low among th
who gave high or low overall satisfaction scores.

To round out the example, people who gave sta
high overall scores also were highly satisfied with willing
ness to follow-up on requests  and the accuracy of inf
mation.  Those who gave low overall satisfaction scor
were less satisfied on either of these counts.

If this organization is to increase the overall sati
faction of customers it must focus on the drivers.  It mu
make sure that personnel who deal with customers exp
a willingness to follow-up and that customers get accur
information.  If this doesn’t happen then overall satisfa
tion will not improve or even decline.  If you are a man
ager in this organization, this says that you concentr
your improvement money, energy and resources on th
factors.  At the same time, you need to maintain the abi
to understand customers’ problems and maintain the e
of initial contact.  Improving on these elements won’t in
crease your overall satisfaction score but letting curre
levels of service slip may lead to a decline in satisfaction

The important point to take away from this part o
the discussion is that you have to change things that m
a difference.   Identifying things that make a differenc
requires determining which factors explain variance 
overall satisfaction.  Comparing raw means of measures
satisfaction is not a satisfactory way to do this..

Conclusions About Measuring And Managing
Customer Satisfaction

This paper defines a comprehensive scheme 
measuring satisfaction and using the measurements to
rect an organization

The first step is to recognize that customer satisfa
tion is about relationships and perceptions of relationshi
Customer satisfaction is a complex multi-dimensional ph
nomenon. Measuring customer satisfaction not only 
volves measuring overall customer satisfaction but 
identifying the drivers of satisfaction and measuring the
as well.

Organizations cannot be all things to all people. 
is important to identify who customers are.   It is importa
to know which customers an organization wants to ser
Once this is done, an organization can focus on satisfy
these customers.
1997 Energy Evaluation Conference, Chicago
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Because customer satisfaction is about relationship
customer satisfaction has to be measured from the p
spective of relationships. The model presented in this pap
provides a basis for systematically identifying importan
relationships.  There are three basic relationships, the c
tomer / provider relationship, the provider / product rela
tionship and the customer / product relationship.  In tur
each of these relationships can be examined systematic
to determine potentially important aspects of a relatio
ship.

Once the underlying structure of relationships i
identified, measures can be constructed to tap the struct
of the relationship. The data should be analyzed usi
multivariate analysis techniques that clearly demonstra
which underlying factors drive satisfaction.  Managers ca
then focus their efforts on improvements in areas whic
will make a difference rather than focusing on all areas.
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