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Satisfaction |s Cheap — Loyalty IsPriceless
By Irving L. Stackpole

Many service providers measure customer satisfaction and pay attention to the results of
these surveys as important indicators of how well their operations are performing.
Satisfaction survey results, when dore scientifically and carefully, can provide important
guidelines to management for training, reward and recognition, as well as systems
improvement. Another assumption underlying customer satisfaction surveysis that
happy customers are more loyal customers. In other words, if my customers are happy,
won't they keep coming back? Most managers when asked this question would answer,
“Yes'.

The truth is, however, that happy customers are oftentimes not loyal customers. And
another important paradox is that unhappy customers can be loyal customers.

From an economic point of view, the viability of amost any service organization depends
upon loyal customers. Customer loyalty is defined as the frequency of use or the
proportion of re-use of aservice. Loyalty can also be observed when service customers
or consumers recommend or even urge others to use that service. So loyalty can be
observed as a customer or consumer behavior. Satisfaction, on the other hand, existsin
the minds and hearts of customers ard consumers. This difference between satisfaction
and loyalty becomes very important in terms of measurement: how satisfaction is
measured is quite different from how loyalty is measured.

Loyalty is extremely important to the economic health of the service, and every bit as
important as satisfaction. Y et, most service providers continue to measure customer
satisfaction and make no attempt to measure, or manage toward, loyalty. Measuring
loyalty and managing for higher levels of loyalty will produce greater levels of economic
benefit than measuring and managing toward customer or consumer satisfaction. The
service providers should, of course, continue to measure customer satisfaction.
Measuring and managing for customer loyalty, however, will produce significant
additional benefits.
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