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Preface 2

A national Index for Customer Satisfaction is
an important complement to other fundamental
measures of the economy, such as productivity and
price changes, which are difficult to interpret with-
out information regarding quality changes. Eco-
nomic growth, for nations and for firms, is no
longer a matter of producing more, and by using
fewer recourses in the process, but a matter of
matching supply to a progressively heterogeneous
demand. Living standards and economic growth de-
pend on the productivity of economic resources as
well as the quality of output that those resources
generate. Productivity growth at the expense of
falling ser vice quality, for example, cannot lead to

sustainable economic growth. A major challenge in
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the twenty — first century will be how to best com-
bine enhancements in both quality and productivity.
In a market economy, it is the customer who is the
final arbitrator of quality. Unless the customer is
satisfied and willing to pay for quality improve-
ments, it does not matter what anyone else says: In-
vestments in quality will only pay off if they shift the
demand curve upwards.

Again, sustainable economic growth depends
on both productivity and quality of economic output.
It is consumer utility, or satisfaction, that is the re-
al standard for productive growth. A well-functio-
ning market allocates resources, including capital,
to create the greatest possible consumer satisfac-
tion, as efficiently as possible. Firms that do well
by their customers are rewarded by more customers
loyalty and higher profits from consumers and more
capital from investors. China’s economy has shown
impressive growth in recent years. Continued
growth will demand more capital, investors will pro-
vide it with the expectation of healthy economic re-
turns. Obviously, China’s consumer has a great deal
of say with respect to the realization of such re-
turns.

The overall goal of any economic system is to
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make the nation’s citizens better off. Thus, it is e-
qually important to measure satisfaction with gov-
ernment services. In a sense, one might even argue
that it is even more important for government. The
reason is, and this is true in all countries, that gov-
ernment "customers” cannot financially punish a bad
government service provider by taking their business
elsewhere. Measures of satisfaction are therefore
needed to evaluate the performance of the services
provided. These measures complement measurés of
cost. But if cost, and not quality, is measured,
chances are that the emphasis will be on cost and
quality will suffer.

At the micro level, the implications for firms
are equally immense. One reason is that the very na-
ture of economic assets has changed: the greatest le-
verage no longer lies with tangible assets, but with
intangible ones. The most critical of these is the
strength and size of the firm’s customer relation-
ships. Good measurement of these relationships
makes it possible to relate them to the income they
produce. Yet, these assets are not recorded on the
company balance sheet. Instead, we turn to custom-
er satisfaction measures of customer relationships so

as to understand the link between a company’s cur-
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rent condition and its future capacity to produce
wealth. For investors, managers and government,
this is of enormous significance. Government can
create morc cconomic growth by encouraging firms
to take customer satisfaction seriously, by providing
education to consumers, and making sure that it
evaluates its own agencies according to the same
prinéiples. Following the examples of Sweden and
the United States, many countries are now institu-
ting measures of customer satisfaction in one form or
another. China is the first large Asian economy to

follow suit. I believe it is a step in the right direc-

tion and a very important step.

By

Claes Fornell

The Donald C. Cook Professor of Business and
Director of the National Quality Research Center at

the University of Michigan
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