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Customer Satisfaction and Loyalty
By: Jim Hickey

As customer expectations continue to rise, and they have more options
to consider than ever before, it is increasingly essential to understand
and gain customer satisfaction and subsequently loyalty. Compounding
the importance is the reduction of perceived obstacles to changing sup-
pliers. Even with companies that currently have unique products or little
competition, complacency will likely result in lost profitability, if not lost
sales.

According to a Satmetrix Systems survey of 27,000 respondents, compa-
nies with loyal customers have a nine percent higher price-to-earnings
ratio than those that do not. Additionally, a one-point improvement in
customer satisfaction translated into a three percent market value in-
crease, based on the American Customer Satisfaction Index published
by the University of Michigan.

Beyond those listed above and the obvious benefits of repeat business
with clients, there are many other factors that increase the importance of
retention. For one, the cost of replacing lost business with new accounts
can be from five to 20 times higher than the maintenance of current cus-
tomers. In addition, an extremely satisfied and loyal customer is an ex-
cellent advocate in the marketplace. Because of the perceived biases,
their recommendations are given much more credibility than that of a
salesperson.

Customer loyalty goes far beyond simply maintaining an account but is
based on our behaviors, attitudes and the service level perceptions of our
customers. If all suppliers provided relatively equal value, then a very
strong correlation would likely exist between customer satisfaction and

loyalty.
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