




*To qualify as “improving” or “declining” in customer satisfaction rank, a company needed to change its ranking position by at least 10 percent. For example, in an industry in which thirty companies were ranked, a company’s ranking needed to improve more than three places before it was counted as improving customer satisfaction relative to its competitors.

*This story helps explain why J.D. Power and Associates surveys large numbers of customers as part of our studies. Although this particular Jaguar owner experienced numerous problems with his car, on average, the owners of late-model Jaguars report significantly fewer problems than the industry average. Although our research shows that most people still equate Jaguar with the “old days” when reliability was terrible, over the past decade Jaguar quality has improved dramatically under the ownership of Ford.

*Over the past few years Kia has continually upgraded its site with additional high-tech features such as 360-degree viewing. Despite these additions, Kia managed to keep its site very simple and intuitive to use, a fact that resulted in a first-place ranking in the J.D. Power and Associates 2005 Manufacturer Web Site Evaluation Study.SM

*Source: Nielsen Media Research.

*The Nielsen Ratings are produced by Nielsen Media Research.

†The study included twenty-nine separate companies that were both publicly traded and measured using comparable customer satisfaction studies in both 1999 and 2004. The improvement (or decline) of a company was based on its change in rank among its competitors on the satisfaction ranking index. Companies were excluded from the analysis where the attribute upon which satisfaction was measured encompassed only a small part of that company’s business. Home builder companies were also excluded from the evaluation due to the overheated nature of the industry during the testing period.

*The change in sales for each group is defined as the median change in sales of each individual brand within that satisfaction grouping. This prevented any one high-volume brand (e.g., Ford, Toyota) from having a disproportionate impact on the group’s average.

*Source: J.D. Power and Associates’ 2004 Avoider Study.

*Based on consumers who rented a vehicle from an airport location within six months of the survey date.

*Based only on stories written about companies that J.D. Power and Associates ranks as part of a syndicated research study.

*AMF subsequently emerged from Chapter 11 in March 2002.

*Variances between individual dealerships is a problem for all automobile manufacturers, not just Nissan. J.D. Power and Associates’ various studies of new-vehicle buyers already show significant improvement among Nissan dealers.

*Interestingly, this story comes from a manager at VSP, which is in and of itself a leader in customer satisfaction, having earned the top spot in the J.D. Power and Associates 2005 National Vision Plan Member Satisfaction Study.SM

Praise for Satisfaction
“J.D. Power’s message is clear—customer satisfaction equates to profits. Make no mistake, the world has changed and companies can no longer count on advertising to drive consumer perceptions or behaviors. Don’t say this book didn’t warn you.”
—Alvin Toffler, bestselling author and futurist
“This book shows that customer satisfaction means more than just spending money to make customers happy…. The business community should be thankful for it.”
—Horst H. Schulze, founding president and COO, The Ritz-Carlton Hotel Company
“Satisfaction is an essential read for anyone focused on the bottom line. It includes at least one hundred different ways to insightfully ‘listen better’ to those with whom we do business—a key ingredient toward being more successful.”
—John Marin, senior adviser, Time Inc. Magazines
“Being successful always means listening to the customers and understanding their needs. J.D. Power and Associates provides us the opportunity to benefit from its experience in methods and techniques of analyzing and identifying customers’ expectations.”
—Dr. Bernd Pischetsrieder, former chairman of the Board of Management, Volkswagen AG
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FOREWORD BY J.D. POWER III
Good is not good when better is expected.
—THOMAS FULLER


Back in the 1980s, when Peugeot, the French carmaker, was trying to build its market in the United States, I remember one of the engineers getting very upset when we presented our customer satisfaction results. We had showed them that one of the biggest problems reported by their buyers in America was that Peugeots were hard to start. As with all trends, we had investigated this response when we started seeing it appear regularly in the surveys.
Peugeot, it turns out, had developed one of the first fuel injection engines, and its ignition system was different than the conventional engines in other cars. In the United States back then, consumers were accustomed to the conventional carburetors, and before starting their cars they would habitually pump the accelerator a few times, especially during the winter. Though most drivers didn’t know why they did it, the action put fuel into the combustion chamber and helped start the engine. With the Peugeot, however, when drivers pumped the accelerator, they were unwittingly flooding the engine so it wouldn’t start.
The French engineer responded to our report by slamming his fist on the table and declaring, “We have the best-starting cars in Europe. What we have to do is train the Americans on how to start the cars.” I advised him that Peugeot could spend every cent it had on advertising and promotion to educate consumers on how to start the car but that it wouldn’t change anything. “You have to build the ignition and fuel system so that it operates the way American drivers want it to,” I told him.
In 1991, not long after our conversation, American consumers stopped buying Peugeot cars entirely, and the company had no choice but to abandon the U.S. market. In a way this was too bad— Peugeot had talented engineers and their designs were excellent. They just had one simple yet significant problem: they could not hear the voice of their customer.
Peugeot’s experience, while demoralizing, is hardly unusual. Having spent the better part of my adult life tracking customer satisfaction as the founder of J.D. Power and Associates, I’ve heard every lament and seen a legion of customers walk away shaking their heads in disappointment. J.D. Power and Associates’ awards for quality and customer satisfaction have become a powerful and sought-after recognition in a growing number of industries, from automobiles to hospitality. We also know from our surveys and from our consulting and training services that some companies are not only listening to their customers today but are understanding the huge financial and strategic advantage it gives them. We’ve had the pleasure of working with organizations like Lexus, Continental Airlines, Progress Energy, and many more that have driven customer satisfaction levels to enviable heights. After nearly forty years in the business, I guess I’ll never understand how competitors of these companies have missed the very clear message: listening to the voice of the customer is a winning strategy.
Despite the often disheartening state of customer satisfaction, I remain steadfastly optimistic. I’ve always believed in the voice of the customer. I’ll admit that getting the rest of the world, including many of my own clients, to believe in it as well has been a long, sometimes difficult process. While today the name J.D. Power and Associates has become synonymous with the quest for customer satisfaction, it hasn’t always been easy to find believers in what I was preaching.
In January 1980, for example, I was invited to give a talk to the top forty or fifty managers of the Pontiac division of General Motors. The meeting was offsite at a hotel in Northfield, Michigan. It started on Friday afternoon with an early cocktail hour that lasted three hours, followed by dinner. So by the time I got up to talk, it was 10 P.M. and my audience was well-oiled and not particularly in the mood for my message.
I spoke about the Japanese automakers and their quest for quality. I pointed out that the Japanese had been listening to their customers and understood viscerally what satisfied a growing number of buyers. They had concentrated on quality, reliability, and improved gas mileage, all at a low cost. I warned my audience that the domestic carmakers needed to start paying attention or the consequences would be swift and dire. In the last chart of my presentation, I forecast that General Motors, if it were to keep going in its current direction, would find its market share, which was around 48 percent at the time, dwindling to 33 percent by the end of the decade.
Up jumped the general sales manager of Pontiac, shouting at me that what I was saying was a bunch of you know what. A public relations manager added, “We don’t have to listen to this.” My sense at the time was that their mind-set was representative of the company’s, and whether or not the cocktail hour had anything to do with their outburst, it was clear that the General Motors of the 1980s was not seriously interested in the voice of the customer.
To his credit, Bill Hogland, Pontiac’s general manager, jumped on the stage and told his colleagues to sit down and be quiet. “What Dave Power is telling us is that we need to change things around here and you should listen to what he says,” Hogland admonished.
Bill Hogland was ultimately promoted to group vice president in charge of the Buick-Oldsmobile-Cadillac division, and he invited me back to speak again in 1989. Despite efforts by Bill and others at the company, GM had not shown significant improvement over the decade. When I got up on stage that morning and told the group I believed things were going to get worse, members of the audience began objecting to my findings just as they had a decade before.
Once again Hogland stepped in on my behalf, although this time he was armed with a different message. “Listen,” he told his managers, “almost ten years ago Dave Power came in here and told us that GM’s market share was going to be down to 33 percent by the end of the decade, and we did everything but throw him out on his ear. Well, it turns out he missed his mark. We actually dropped to 33 percent in 1988, and if we don’t do something about it now our share is only going to go lower.”
Though I got no pleasure from being the bearer of bad news, I was confident that our surveys had uncovered a deep vein of dissatisfaction among GM customers. As the saying goes, the numbers don’t lie. GM’s market share as of this writing is under 30 percent. What was remarkable to me was that the world’s biggest corporation didn’t get it despite the harsh reality that confronted them.
General Motors was hardly alone. From the day I started J.D. Power and Associates with my wife, Julie, at our kitchen table in our Calabasas, California, home in 1968, I had the idea that companies could only improve themselves if they listened to their customers. This was not a new idea, but it was certainly not a credible one in those days.
In fact, when I got out of graduate school in the 1950s, market research was an embryonic field viewed with cynicism and even scorn. I worked for a short time with McCann Erickson, the ad agency for Buick and GMC trucks, and a lot of the research we did was handed over to the client’s internal research department. They would then proceed to torture the data until it confessed, the goal being to shape the results into the conclusion they wanted to hear.
Certainly in Detroit, the heroes were the engineers and designers. In their minds, the equation was simple: “If we build it, they will come.” And it often worked out that way. When the occasional flop occurred, it was easy to blame it on market research, as Ford did with the notorious Edsel.
Fed up with the car industry, I became director of corporate planning for McCulloch Corporation, a company driven by a hands-on engineer who surrounded himself with other engineers. When I first encountered the company, it was forecasting the sales of chainsaws by looking at the lumber industry and counting the number of trees. My first task was to get them to focus: trees don’t buy chainsaws, people do. I spent a year there trying to transform the culture into a market-driven rather than engineering-driven one. It was an exercise in frustration and I started to realize that I could do this better on my own.
It occurred to me that, despite the obstacles, a person could make a good living by listening to the voice of the customer. Offered deep and comprehensive insight into what customers thought and felt about their products, companies would be willing to pay to get such data. Even with three young children and another on the way, Julie and I decided to mortgage our house and take the plunge. I got lucky because one of my first clients was Toyota, then a nearly anonymous Japanese automaker just trying to break into the U.S. market. Back then, in the sixties, the American executives Toyota had hired at its Torrance, California, facility refused to see me. So I sneaked around to the back and found Toyota’s embryonic forklift operation, and a Japanese manager there gave me my first job for $600.
I came back to the manager in a few days with a report on the forklift market and a request: introduce me to the Japanese executive on the automotive side. Sure enough, he introduced me to the vice president and general manager of Toyota, who gave me his card. It was Tatsuro Toyoda, a member of the founding family and soon to become my biggest supporter within the organization. When he asked me where I kept my files, I thought for a second—I had been in business for myself for only one month—and then pointed to my head. He laughed and said, “Okay, what can you do for us?” They invited me to Japan for a series of meetings at their headquarters, and my business was off and running. Tatsuro Toyoda went on to become CEO of the entire corporation, a position he held until 1995.
By connecting with a hungry, well-financed organization with designs on a new marketplace, I found myself at the altar of customer satisfaction. Toyota became my biggest client for several years and proved to me beyond any doubt that only if you build it right will they come.
Of course, building a business based on measuring customers’ perceptions was daunting. Part of the problem lay in the definition of customer satisfaction. What exactly did it mean? Putting parameters around such an esoteric concept was like trying to define the air we breathe. Quality, for example, may well be in the eyes of the beholder.
In the days when J.D. Power and Associates focused almost exclusively on the automotive industry, we would measure customer satisfaction across the entire industry—Mercedes-Benz would be weighed against Subaru. And we were assessing a relative measure: what were the individual customer’s expectations when they purchased a car and how did the reality of owning that vehicle meet with those expectations? Mercedes took umbrage at this and complained to us: “Subaru doesn’t have as critical or discerning a customer as we do and that’s why they can score as high as they do.” To a degree, that was true. But more important, the car manufacturers needed to understand that it is they who create the expectations. Their brand attracts a certain type of buyer and they have a great deal of control over whom they sell their vehicles to. In other words, they set the expectations of their own customer base. What we are doing is simply measuring how well they meet those expectations.
Like Peugeot in the example I mentioned earlier, most of the domestic car manufacturers suffered from a similar myopia and they too refused to adapt what customers were demanding. They set their agendas internally and the customer was supposed to be lured to the light. To these engineers and designers in their ivory towers, the consumer was simply not qualified to tell them what was wrong. I was struck by their ability to find excuses. Whether it was poor gas mileage or a bad radio, there was always an excuse. “Well, they just aren’t using it right!” they’d say. It was always the consumer’s fault.
Back in 1990, J.D. Power and Associates conducted a survey that didn’t get much media attention but whose results I found fascinating. We surveyed 5,000 adults, ages 18 and over, and asked them about their satisfaction with 120 categories of products and services, from local and state government to the fire department, supermarkets, department stores, and even public libraries. We asked whether they were getting better overall product value and general service today versus five or ten years ago, or was it the same or getting worse? The majority said their satisfaction levels were getting worse and that their expectations were not being met.
Then we asked them to rate the industry in which they worked, and fully two-thirds thought their industry was doing a good job satisfying the customer. When we asked about the specific company they worked for, the positive response jumped to 75 percent. Finally, when we asked about their own personal contribution to customer satisfaction, nearly 100 percent said they were providing good customer service.
When we analyzed this data further, we could only conclude that these two factions were on a collision course, that expectations were growing faster than our ability to meet them. This startling disconnect between people’s perceptions about the magnitude of the problem and their own role in creating the satisfaction chasm set off great concern about the future. What kind of world were we heading into if everyone believed that customer satisfaction was in the toilet but no one was willing to take responsibility for the problem?
The collision we worried about has certainly come to pass over the past fifteen years. The advent of personal computers and the Internet has ushered in the age of the enlightened consumer. We now have more information at our fingertips than we ever dreamed possible and that information has made us more demanding and raised expectations for satisfaction to heretofore unheard-of levels. At the same time, the ability of a whole raft of industries, of products and services, to meet our needs and demands has not kept pace. Has anyone gone through an entire day without complaining or hearing a complaint about some irritating encounter, faulty product, or unmet expectation?
Companies constantly crow, in their advertising and marketing, about being number one in customer satisfaction, but in most cases, they are just paying lip service to the concept. Since part of our mission at J.D. Power is measuring customer satisfaction, we have a pretty good idea who is talking the talk and who is walking the walk.
Technology has spawned a change in the dynamics of customer relationships, and many successful companies, such as Dell, USAA, and others, use technology to help them understand exactly what their customers want. Look no farther than your neighborhood Wal-Mart. Today, Wal-Mart is the world’s biggest company—something no one could have imagined in 1990. Despite its size, Wal-Mart often knows more about its customers than the small, family-owned retailers it frequently displaces, and it turns this information into profits by delivering what customers want when they want it.
Peel back the layers of the onion and you will see that it’s not just about price—that’s just a smoke screen thrown up by competitors. The real key to long-term success is customer satisfaction. Satisfy the needs of your customers and you can charge a price premium. Do a poor job with customer satisfaction and be prepared to have a fire sale. It’s that simple.
Unfortunately, a wide array of industries, from the airlines to cable companies to health-care providers to retailers to technology providers to automobile manufacturers, have generally dropped the ball when it comes to satisfying their customers’ needs. Sometimes the world in general is so aggravating for consumers that it brings to mind a quote from Dilbert, the Scott Adams cartoon: “There are two essential rules to management. One, the customer is always right; and two, they must be punished for their arrogance.”
I don’t know about you, but as a consumer, I often feel as if I’m being punished—which is why we believe so deeply in getting our clients to not only focus on customer satisfaction but to make it part of the cultural imperative of their organizations.
Much has changed over the decades since we began this journey. We moved from working on a proprietary basis for companies like Toyota to surveying the entire industry and selling our data to anyone interested. By offering objective, quantitative data for the entire industry, our credibility grew. At the same time, we watched closely as the Japanese and European influence increased through the 1980s and set the bar far higher for all automakers when it came to quality and reliability. When the media began to take notice of our work, we realized that we could have a profound effect on a company’s reputation and fortunes.
We tried to find new ways to measure and analyze our data, so we measured satisfaction by the age of the customer. We found that the younger the buyer, the lower the satisfaction score. A deeper look revealed that it wasn’t an age difference as much as a generation difference. Younger people, say those under forty, had not had the experience that an older generation had had with cars. Cars used to break down a lot. People stranded on the side of the highway was a common sight. Better quality and performance and far higher reliability changed all that, and while older customers felt gratitude, younger buyers who had not lived through that period felt an entitlement.
Young buyers expect more, and as they get older, their expectations are likely to get higher. As a result, we believe the quality and customer satisfaction issues are going to get tougher. You give a customer more and they want even more in return. One of the profound lessons I’ve learned is that customer satisfaction is a moving target. You never can declare victory.
Also, over time our firm has entered many new industries, such as home building, hospitality, technology, energy, health care, and even sports franchises—all having the goal of identifying and hearing that voice of the customer. A J.D. Power and Associates award for customer satisfaction is now a badge of honor for those who seek bragging rights for great quality and service.
After nearly four decades of carefully measuring customer satisfaction levels, we have amassed enormous institutional knowledge about what works and what doesn’t. We now consult with and train clients in methods to improve their customer satisfaction levels. In so doing, we realize we have a valuable message to share, and this book is the culmination of our desire to share the insights and the unconventional wisdom we have gathered over the years.
As my friend and mentor Alvin Toffler wrote in Powershift, the Information Age has shifted power bases in profound ways. The consumer is no longer the passive recipient of goods but has been transformed by the Internet and the availability of knowledge into a power broker. Armed with knowledge and data gleaned from countless sources that were once unavailable, buyers in auto dealerships, patients in hospitals, and travelers in hotels are now unwilling to compromise. They have high expectations and the data to back them up. The customer’s voice is louder and clearer than ever and attention must be paid.
It would be nice to believe that companies could be motivated to embrace these ideas simply because it is the right thing to do. But we understand the verities of business and the need to satisfy key stake-holders. As you read this book, you will learn from many fascinating case studies and gain the deep insight of our staff. The theme that forms the book’s foundation is a simple one: satisfied customers translate into profitable businesses. It is a tenet that is as old as business itself but seemingly harder and harder to grasp. I hope this book offers you a new way to confront and conquer an old problem.
And to help you evaluate whether your company’s culture and infrastructure is set up to maximize customer satisfaction, I invite you
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