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Managers often fail to use or understand
their own data on customer satisfaction

July 26 2017

Despite the millions companies spend to gather information about
customer satisfaction, senior managers often fail to understand those
customers' expectations.

Neil A. Morgan, professor and PetSmart Distinguished Chair of
Marketing at Indiana University's Kelley School of Business, and four co-
authors of a recent journal article present a huge disconnect between
managers and customers in terms of understanding what drives customer
satisfaction and loyalty.

The researchers used data from 70,000 American Customer Satisfaction
Index surveys and compared it with responses to the same questions
posed to 1,068 marketing managers and those in customer-facing roles at
the American Customer Satisfaction Index-measured companies,
predominately Fortune 500 firms.

Their results show that managers in a wide cross-section of industries
often overestimate their customers' satisfaction. This leads them to rely
on unrealistic expectations when making marketing decisions and
allocating resources to address marketplace issues.

"Clearly there's been a communication breakdown," Morgan said.
"Either the messages aren't being disseminated, or they aren't being
understood within organizations. Otherwise, managers would have a
better understanding of both the level and drivers of dissatisfaction
among customers.
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"That means that there are customer satisfaction problems that are not
being solved, because managers don't know or don't believe that they
exist," he added. "Even if they did, they try fixing the wrong things."

The paper, "Do Managers Know What Their Customers Think and
Why," appears in the Journal of the Academy of Marketing Science.

Most of the large consumer-focused firms in the study sample have
customer-satisfaction monitoring and feedback systems in place and
invest heavily in them. Morgan believes that managers aren't being
exposed to the customer feedback data or they aren't understanding it
accurately.

"These overly optimistic managers are likely to miss trouble signs when
they appear," the researchers wrote. "This is compounded by managers
significantly underestimating the proportion of customers who have
complained about the firm's products or services in the recent past.

Inaccurate understanding of what drives customers' perceptions of
products and services hampers a company's ability to react to an issue.
Even when managers recognize a need to improve customers'
perceptions, they may fail to do so in a way that leads to the desired
outcomes.

For example, the survey results indicate that managers are more likely to
underinvest in raising customer quality perceptions as a way to enhance
customer satisfaction.

"Our findings may also provide an explanation for overemphasis on cost-
cutting and efficiency observed in firms' strategies relative to that on
quality improvements or achieving differentiation," the study said.
"Where managers overestimate their own customer perception of the
firm's performance, cutbacks that undermine the quality of service, for
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example, may seem less dangerous than they really are."

"There seems to be a belief in lots of companies—and it's kind of an
urban myth—that most people who are unhappy won't complain,"
Morgan added. "Therefore, the complaints that you get are not
representative of the level of satisfaction that exists among general
customers. This data suggests that they shouldn't be treating complaints
as something different. They should be used as part of an overall
customer feedback system."

Customer satisfaction is a significant factor on the bottom line, and
previous studies have found that customer complaints impact stock
returns.

"For managers, the results of our study should serve as a wake-up call
that all 1s not well with most firms' customer satisfaction and complaint
monitoring systems," the researchers wrote. "Despite often being the
single biggest line-item of most firms' market research expenditures,
existing customer feedback systems are not performing an effective
management control role."
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