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Searching for the Loyalty Link

The real value of custoner satisfaction research lies in the idea of
i nking custoner satisfaction to custonmer |oyalty. Understandi ng how
wel |l a supplier is perceived, down to the |evel of specific service
aspects, is of course, very useful information for a conpany trying
to manage consistently high service |levels. But nmanaging satisfaction
inits own right does not necessarily |leverage higher |evels of
customer | oyalty.

In practical terns there is an abundance of evidence to show that
customer satisfaction does not necessarily have a linear relationship
with loyalty. In business to business markets this can be due to

‘lock in loyalty’ common in enterprise software systens (such as ERP,
Human Resources or Accounting systens) where the procurenent decision
is conplex and infrequent. In these circunstances, no nmatter how
satisfied (or dissatisfied) users are, the decision to re-evaluate or
repl ace a vendor mght only fall every six or eight years. In other
mar kets, the custoners’ perception and enotional commtnent to a brand
can be at |east a secondary driver, and is often anong the nost inportant
drivers of loyalty.

Mar ket eers have | ong recogni sed the need to neasure |loyalty, and to place
nore enphasis on this than satisfaction. The attenpt to link satisfaction
to loyalty and in turn to profit has, however, in nost cases been at best,
tenuous. In sone circunstances conpanies are able to relate satisfaction
data to actual custoner purchase and transaction data. But in nost cases,
and particularly in business to business nmarkets where the end custoner is
handl ed by distributors and resellers, the conpany rarely has visibility of
end user purchase data.




Defining Loyalty — from ‘retention’ to
‘advocacy’

At its sinplest, loyalty nmeasurenent seeks to estimate the proportion of

its “retai ned” custoner base. E.g. custoners who appear to be |oyal and

will use the supplier again. This is comonly achi eved by asking how |ikely
a custoner is to continue using the supplier, or to purchase fromthem again
shoul d the need arise. Analysts may build a statistical nodel to establish
whi ch service issues are nost likely to drive custoner loyalty, but as

i ndi cated above, the reliability of satisfaction — loyalty |inks can

vary enornously.

More recently, in recognition of the difficulty of |inking satisfaction

and | oyalty, sonme marketers have sought to adopt sinpler neasures of custoner
commitment. Too many customer satisfaction progranmes are conplicated to
adm ni ster and not sufficiently utilised on a practical, day — to — day |evel
One of the nost effective ways to derive value fromcustoner satisfaction data
istocollect it regularly, or on a transactional basis (e.g. after a custoner
has just interacted with a call centre) so that poor service can be followed up
quickly after the event. This is sonetinmes referred to as followi ng up a
“custoner hot”.

The sane focus on sinmplicity has led to sone narketers to concentrate loyalty
nmeasur enent not on retention (or re-purchase forecasts) but on advocacy | evels.
Advocacy is sinmply the likelihood of a custoner to reconmend a supplier to a
friend or colleague. Mst satisfaction progranmes have | ong included a single
nmeasure of advocacy, but what is newis the singular focus on advocacy rat her
than retention. There is an increasing body of studies which have shown a very
strong statistical |link between the tendency to recommend a supplier and actua
re- purchase behaviour. The attraction of focusing on advocacy rather than
satisfaction and retention, is that there is a much higher |inkage between
advocacy and actual re-purchase behaviour. In other words if an organi sation
can increase the nunber of advocates it is nuch nore likely they will see an
increase in both repeat sales and new sal es through new custoners. According
to this view, if you had to choose one single neasure of success of all the
rel ated satisfaction and |loyalty neasures, advocacy would be it.




The Need to track Satisfaction Metrics

O course a single neasure of advocacy does not provide any information on

whi ch types of custonmer are nore likely to be strong advocates, or what

common characteristics drive advocacy. So there is a continuing need to

nmeasure operational neasures of satisfaction as well as advocacy, and simlarly
to continue to provide tracking data of custoner satisfaction. There is a
strong case to be made for re-orientating the triggers of “custoner hots”
fromthe previous neasures of |ow overall satisfaction scores to new

nmeasures of | ow advocacy scores. But the well being of a conpany should

not be based on this single neasure of custoner |oyalty.

Al of this suggests a subtle change in the way custoner satisfaction research

is likely to be undertaken in the future. It is likely we will see the
continuation of custoner satisfaction programes, but a gradual novenent
towar ds ongoi ng or tracking studies. W will also see a greater tendency

to del ve deeper into understanding the requirenments and behavi our of the
customer identified as strong advocates. But custoner satisfaction programmes,

in the end, nust deliver insight as well as actionable results to justify their
investnment. So custoner satisfaction neasurenent will continue to be a m xture of
strategic | earning about what drives customer behaviour, as well as tactica
actions to ensure conpanies can follow up or remedy poor service |evels.

Further Information

Redshi ft Research have devel oped a new tool for neasuring custoner satisfaction
and loyalty — the Conpany Heal th Check Index. To find out nore about how to
nmeasur e custoner advocacy and ot her satisfaction netrics, please contact

www. r edshi ftresearch. co. uk
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