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by Dirk Dusharme

e all have our favorite places to shop. I shop for

groceries at Bel Air or Trader Joe’s, I buy clothes

at The Gap Inc. or J.C. Penney Co. Inc. and do my
book shopping at Barnes & Noble or Borders. There are also
stores that I try to avoid unless absolutely necessary. You are, no
doubt, the same. We all tend to gravitate to those stores that give
us value, service and a pleasant shopping experience. Ask people
what they value in a retailer, and it typically boils down to just
these three factors:
® Value. We want to feel that we’ve gotten our money’s worth.
This is subjective and not literal. It isn’t always necessary that
we have truly gotten a better buy, but only that it feels that way.
For instance, there are discount stores that have better prices on
grocery items than my local grocer. But if I enjoy the shopping
experience at my local store, the value for me is higher than at a
discounter, even though the cost may be a bit more.
® Service. Put simply, we all feel that if we’re handing over our
hard-earned cash to someone, the least they can do is smile. We
also expect problems such as returns or damaged merchandise to
be dealt with quickly and professionally.
® Shopping experience. To some extent, we want to enjoy the
experience. This includes factors such as cleanliness, lighting,
availability of restrooms (perhaps with changing tables if you’re
a parent), merchandise that’s clearly marked and easy to find,
and so forth.

Over the past several years, readers have asked us to do some
sort of retailer customer satisfaction survey that would look at
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the basic factors that determine overall shopping experience and
examine how various large chains stack up.

What follows are the results of a survey administered late last
month.

The questions

Before the survey, we first asked people what was important
to them when choosing a retailer. The key factors turned out to
be cost, employee helpfulness, quality of the merchandise sold,
return policies, cleanliness and ease of finding merchandise. We
converted those responses into survey items, which you can view
along the top of the table in figure 2 on pages 50 and 51.

Each item was given a six-point response scale: Completely
disagree, strongly disagree, disagree, agree, strongly agree and
completely agree. The respondent was also given the choice of
“I don’t know.”

We followed these key factors with two “overall” items:
® Overall, I am satisfied with this store.
¢ I would recommend this store to others.

The first item was given the same six-point response scale
as the above impressions. The next was given a 0- to 10-point
response scale.

Results

OK. We know you’re dying to do it, so before we take a close
look at the data, go ahead and look at figure 1 on page 49 and
locate your favorite stores. We’ll wait.
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That table contains four columns, each
representing a different method of scoring
that retailer’s customer satisfaction.
The first column is the mean of the six-
point rating (six is best) for the question
“Overall, I am satisfied with this store.”
The second column is the mean of the 11-
point rating for “I would recommend this
store to others.”

The third column is the score this retailer
received from the American Customer Sat-
isfaction Index (if available). The ACSI is
an economic indicator based on customer
evaluations of the quality of goods and
services purchased in the United States.
The 12-year-old index was developed by
the National Quality Research Center at
the Stephen M. Ross Business School
at the University of Michigan. For the
ACS], survey respondents are randomly
selected via automatic phone dialers, and
data collected via one-on-one interviews.
For a company to be included in the ACSI,
it must have 250 responses. Because the
ACSI measures in a scientific way what
we are attempting to measure here, we’ve
included the ACSI results when possible as
a means to provide some sort of validation
for our own results.

The last column in figure 1 is the Net
Promoter score for that retailer. The Net
Promoter score was co-developed by Fred
Reichheld, a well-known loyalty expert,
and Laura Brooks, Ph.D., of Satmetrix.
The Net Promoter score is based on one
“ultimate” question: “How likely are you
to recommend this store to friends or
colleagues?” In our case, we used the “I
would recommend this store to others”
item. The question is scored on a 10-point
scale, with zero representing least likely.
The Net Promoter score is the percentage
of respondents giving a score of 9 or 10
(promoters), minus the percentage of
those giving a score of 0 to 6 (detractors).
The Net Promoter score is purported to
be an accurate measurement of customer
loyalty. Because the Net Promoter score
is the hot new thing in customer loyalty
measures, we have opted to use it here.

Though its methodology and questions
are quite different from Quality Digest’s,
there was a reasonable degree of correla-
tion between ACSI’s results and ours.
With a few exceptions, higher ACSI
scores correspond to high Net Promoter
scores. The same is true for midrange and
low scores.

Wal-Mart vs. Target

Following the advice of popular Quality
Digest contributor Craig Cochran, we
included a “comments” section in our
survey so that we could glean a little
more information about why respon-
dents answered in the way that they did.
In this section, we focus on comments
about retailers that have often appeared in
Quality Digest editorials and letters from
readers.

Most interesting is the comparison of
comments about Wal-Mart and Target. The
two retailers are usually spoken of in the
same breath, and those who shop at big

box stores typically shop at either one or
the other.

Of the comments about Wal-Mart, 27
percent complained of poor customer
service, unknowledgeable or inattentive
staff, or rudeness. About 15 percent com-
plained about product quality and the large
number of products made overseas, and 12
percent commented on crowded aisles and
checkout lines. About 5 percent said that
they preferred to shop at Target. Wal-Mart
was second from the bottom of our survey.

Although a few respondents had posi-
tive remarks regarding Wal-Mart’s service
and cleanliness, the majority of positive

Figure 1: Retailer Ranking Based on Net Promoter Scores

Overall, | am | would recommend ACSI score Net Promoter
satisfied with | this store to others. score
this store.

Chain (mean) (mean)
Wegmans 5.53 9.74 93
Trader Joe's 5.61 9.59 85
Nordstrom 5.59 Q.44 76 81
Publix 5.34 9.13 83 73
Amazon.com 5.26 8.90 87 62
Kohl’s 5.10 8.76 80 59
Whole Foods Markets 5.27 8.74 53
Costco 5.11 8.74 81 53
Barnes & Noble 5.18 8.51 48
Bath & Body Works 5.12 8.56 47
Target 5.05 8.50 77 44
Aldi 4.87 8.40 43
Borders 5.16 8.29 41
Bed, Bath & Beyond 4.92 8.20 36
AutoZone 5.02 7.85 26
BJ's Wholesale Club 4.77 8.09 26
JCPenney 4.73 279 78 23
Staples 4.83 7.80 19
Kroger 4.69 7.63 76 19
Macy's 4.65 7.64 76 18
Walgreens 4.53 7.49 76 16
Advance Auto Parts 4.90 7.65 16
Menard A7 7.71 15
Lowe's 4.67 V5 74 11
Safeway 4.69 %38 74 5
Meijer 4.62 7.37 75 5
Office Depot 4.48 7.13 8
CVS 4.49 6.95 78 3
Dick’s Sporting Goods 4.46 7.14 0
Sears 4.21 6.66 73 -7
Best Buy 4.29 6.73 76 -7
Albertsons 4.54 6.78 71 -17
Big Lots 4.13 6.79 -19
Circuit City 4.02 6.00 69 -20
7-Eleven 4.57 6.91 -22
Home Depot 4.12 6.35 70 -26
Wal-Mart 4.03 6.11 70 =31
K-Mart 3.79 5.16 70 -56
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comments had to do with cost and conve-
nience.

On the other hand, 34 percent of com-
ments praised Target for its wide aisles,
nice layout and good lighting. Service
complaints (staff helpfulness, return
policy, etc.) matched service praise at
around 11 percent each. Nearly 15 per-
cent of respondents specifically pointed
out that they shopped at Target instead of
Wal-Mart. The reasons for that were varied
but mostly concerned store layout and staff
helpfulness.

Wegmans, Trader Joe’s and
other grocers

We were curious as to what a sampling
of comments would show us about the top-
performing retailers—Wegmans and Trader
Joe’s, both of which are grocery stores.
Both of these stores also top Consumer
Reports’ list of grocery chains. Our survey
and Consumer Reports also agree with the
rankings of the other top-rated grocers—
Publix, Whole Foods Market, Costco and
Aldi. (Consumer Reports includes some
grocers not included in our list.)

Wegmans is a small supermarket chain
with stores in New York, Pennsylvania,
New Jersey, Virginia and Maryland. Weg-
mans has appeared in FORTUNE maga-
zine’s list of the “100 Best Companies to
Work For” for 10 consecutive years, this
year ending up at No. 3.

More than a third (36%) of the positive
comments focused on Wegmans’ customer
service, with the rest dispersed among
store cleanliness, product quality and
well-stocked shelves. The only negative
comments (10%) were from respondents

| get my money’s | Iam pleased with | Employees at this | Itis easy to return | The store is dlean. | It is easy to find the

worth when I buy | the quality of store are helpful. | products to this merchandise | want.

from this store. merchandise at store.

this store.

Chain Responses | Mean St. dev.| Mean  St. dev. [Mean  St. dev. [Mean St. dev. | Mean  St. dev. | Mean St. dev.
Wegmans 43 5.07 0.88 | 5.67 0.57 5.51 0.63 | 536 0.83 5.58 0.66 5.00 0.85
Trader Joe's 66 5.38 0.74 | 5.62 0.58 5.62 0.60 | 5.15 0.92 5.50 0.61 4.92 0.97
Nordstrom 32 5.28 0.81 | 5.63 0.49 5.63 0.61 579 0.50 5.78 0.42 525 0.92
Publix 48 4.79 0.92 | 5.30 0.83 5.30 093 1527 1.01 5.66 0.56 5.17  0.79
Amazon.com 145 5.19 0.94 | 5.29 0.92 4.39 1.28 | 472 1.17 4.97 0.95 531 0.96
Kohl's 98 5.18 0.76 | 5.10 0.92 4.41 1.04 | 502 0.96 5.25 0.85 4.77 1.02
Whole Foods Markets 34 4.26 1.16 | 5.55 0.62 5.42 0.75 1530 0.95 5.67 0.54 4.97 0.95
Costco 188 5.11 0.75 | 5.25 0.77 4.52 1.02 | 526 0.87 5.15 0.86 4.19 1.01
Barnes & Noble 121 4.93 0.96 | 5.36 0.73 5.15 0.97 [ 524 0.89 5.48 0.77 473 1.10
Bath & Body Works 34 459 0.89 (518 0.72 | 5.03 1.06 [ 527 080 | 542 090 | 474 1.21
Target 271 4.82 0.82 | 4.90 0.84 4.43 0.91 480 1.04 5.21 0.85 4.84 0.89
Aldi 42 5.19 1.06 | 4.76 0.96 4.28 1.26 | 444 1.04 4.60 1.06 441 1.16
Borders 49 4.63 0.93 | 5.31 0.82 5.27 0.76 | 493 0.94 5.51 0.82 4.73 1.07
Bed, Bath & Beyond 50 4.66 0.85 | 4.98 0.80 4.84 1.02 | 5.00 0.92 5.04 0.97 4.50 1.13
AutoZone 46 4.85 0.89 | 4.67 0.99 4.87 1.22 | 5.00 0.84 5.02 0.98 4.70 0.99
BJ’s Wholesale Club 35 5.11 0.72 | 4.89 0.72 4.13 0.96 | 425 0.94 4.49 0.92 3.97 0.89
JCPenney 61 4.78 0.94 | 4.69 1.01 4.30 1.09 | 4.60 1.01 4.89 0.97 4.48 1.08
Staples 59 4.64 0.85 | 4.81 0.78 4.80 1.01 498 0.97 5.12 0.91 4.54 1.22
Kroger 86 4.42 0.93 | 4.66 0.98 4.31 1.09 | 442 1.10 4.74 1.09 4.44 1.10
Macy's 56 4.46 0.95 | 4.80 0.95 4.56 1.17 | 4.85 1.27 4.93 1.04 4.56 1.24
Walgreen 79 4.46 1.02 | 4.73 0.89 4.37 1.31 473 0.91 4.90 1.03 4.46 1.20
Advance Auto Parts 31 477 0.80 | 490 079 | 5.06 1.21 | 504 082 | 506 096 | 461 0.99
Menard 48 4.67 072 | 446 1.03 | 4.48 1.05 | 509 095 | 494 098 433 1.19
Lowe’s 175 4.47 0.83 | 4.64 0.85 4.36 1.26 | 4.91 0.96 4.93 0.86 4.23 1.01
Safeway 37 4.36 0.76 | 4.59 0.76 4.84 0.83 | 4.91 0.97 5.00 0.85 4.51 1.07
Meijer 87 4.63 0.92 | 4.72 0.89 4.16 1.09 | 4.53 1.05 4.64 1.00 4.18 1.17
Office Depot 31 4.29 0.78 | 4.58 0.67 4.32 1.28 | 452 1.17 4.90 0.94 4.58 0.99
CVS 65 4.68 0.91 | 4.60 0.81 4.34 1.33 | 4.48 1.12 4.95 1.04 4.50 1.11
Dick’s Sporting Goods 49 4.33 0.94 | 4.81 0.70 4.19 1.07 | 443 0.95 4.96 0.94 4.29 1.09
Sears 61 4.43 1.09 | 4.74 0.96 4.21 1.25 | 422 1.23 4.62 1.11 4.38 1.04
Best Buy 225 4.31 1.06 | 4.63 1.00 4.21 1.39 | 4.13 1.40 4.99 0.90 438 1.11
Albertsons 63 4.25 1.07 | 4.73 1.05 4.48 1.02 | 436 1.22 4.71 1.13 4.41  1.06
Big Lots 47 470 1.28 | 419 1.17 | 3.93 1.13 | 4.34 0.81 349 1.25 3.77 0.98
Circuit City 56 4.24 1.12 | 4.53 1.05 3.95 1.55 | 416 1.40 4.57 1.22 3.85 1.42
7-Eleven 58 3.98 0.89 | 4.29 0.79 4.55 1.13 | 3.73 1.08 4.52 0.96 4.66 0.84
Home Depot 261 4.31 0.90 | 4.37 0.97 3.77 1.40 | 4.51 1.24 4.22 1.11 3.79 1.17
Wal-Mart 595 4.48 0.99 | 4.04 1.02 3.60 1.18 | 444 1.15 3.98 1.17 3.88 1.10
K-Mart 61 4.38 1.08 | 4.00 1.05 3.37 1.19 | 4.11 1.20 3.77 1.29 3.87 1.30
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who felt that Wegmans was a little more
expensive than other stores.

Trader Joe’s is a grocery chain that
carries exotic and organic products as
well as standard grocery items. Although
Trader Joe’s has fewer than 300 stores
in 20 states, it has a loyal and exuberant
following, which the survey scores and
comments reflect. The majority of the
positive comments were fairly evenly

(17% each). Many respondents (13%)
made positive comments on the shopping
experience. The only negative comments
(6%) were related to Trader Joe’s tight,
sometimes cramped, aisles.

The positive comments for Wegmans
and Trader Joe’s spanned the entire range
of the customer experience: price, ambi-
ance, service, selection and so forth. It
seems that the cream of the crop focus their

attention on the entire customer experience
and not just one factor, such as price.

What matters

Maybe you don’t care about which
store placed where. You might, however,
be interested in knowing why they placed
where they did. What factors have the most
influence on customer loyalty? How might
this apply to your business? To analyze this,

dispersed among four categories, with

product selection (22%) and price (19%)

barely nudging out quality and service
Overall, | am | would ACSI Net
satisfied with this | recommend this Promoter

store. store to others. Score
Mean St. dev.| Mean St. dev. A NeW Publlcatl()n Just
553 063 | 974 0.58 93 .
561 055 | 959 082 85 for You... The AUdl"Ol'
559 061 | 9.44 108 | 76| 81
2.34 079 | 9.13 1.65 [ 83] 73 You're an auditor? Here's your chance to get more and betier
226 _1.03 | _8.90 1.62 It information about auditing than ever. The Auditor is a bimonthly
2.10 089 | 676 1.88 I newslefter published by Paton Press. It has everything you need to be more
.27 0.84 8.74 1.60 a3 effective—industry news, new requirements, events and exam dates. Plus
S 874 1.57 HEEENES insightful interviews, and indepth "how fo" feature articles.
518 098 | 851 210 48
512 1.04 | 856 193 47
505 087 | 850 177 | 77| 44 Don't believe us? Call or sign up online to get your premier issue of
487 103 | 840 1.82 43 The Auditor FREE when you subscribe.
516 090 | 829 174 41
492 1.00 | 820 1.99 36 , R L
502 102 | 785 216 26 Here’s what you'll find inside your premier issue:
477 077 | 809 1.63 26 T : i :
473 1.3 | 779 215 | 78] 23 e The worst auditing mistake you can make (Hint: don’t spare the rod!)
483 095 | 7.80 1.96 19 _ _ , , )
469 105 | 763 231 | 76| 19 ® The 10 essential audit questions you must ask during every audit.
465 1.13 | 764 242 | 76| 18 , ,
453 1.6 | 7.49 247 | 76| 16 ® [nsight from RABQSA CEQ Michael Carmody.
490 1.04 | 7.65 215 16 .
477 099 | 771 2.06 15 e Apply your technical skills with new Get your
a7 100 L 202 237 [Z&l 1] ANAB accreditation programs. FREE issue:
j'zz ?'Zz ;gg ;'ZZ ;g g e A closer look af auditor Subscribe now and you'll receive a full
448 106 | 713 2.64 3 independence os required one-year subscription (your free issue +
449 124 | 695 279 | 78| 3 by Sarbanes-Oxley b issues) for a special introductory price of
421 132 | 666 315 | 73| -7 PR o T
429 131 | 673 295 | 76| 7 MU;]Z fo UE[OW EO";
4.54 1.15 6.78 251 | 71| =17 mucn you know anou .
T T o 4 5 " dmn,’g i Two easy ways to subscribe:
j-gi ;;‘2 28? ?-gz 69 -zg 1. Call (888) 881-5861 to place order by phone.

0 5 5 5 = ® | o . e .

412 112 | 635 274 1701 28 And much more! 2. Subscribe online at www.theauditoronline. com
403 116 | 611 278 |70 =31
379 124 | 516 272 |70] =56
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we turned our data over to Tom Pyzdek, an
expert in customer survey analysis.

His first pass was a simple regression
analysis that looked at the correlation
between “Likely to recommend” and each
of the six “experience” factors. Looking
at the “B” column in the bottom half
of figure 3, you can see the correlation
values for each of the six factors (bigger

is better). Although intuitively you might
expect value (“I get my money’s worth”)
to be the most highly correlated with
customer loyalty, it isn’t. That distinction
falls to employee helpfulness, with value
close behind. Quality was the third most-
correlated factor to loyalty.

This may not be too surprising. Much
has been said about product quality being

Figure 3: Correlation of Survey Items to “Likely to Recommend”

ANOVA(b)
Model Sum of squares df Mean square F Sig.
Regression 12564.830 6 2094.138 777.152 .000(a)
1 | Residual 8285.996 3075 2.695
Total 20850.826 3081
a. Predictors: (Constant) It is easy to find the merchandise | want; It is easy to return products
to this store.; | get my money’s worth when | buy from this store; Employees at this store are
helpful; The store is clean; | am pleased with the quality of merchandise at this store.
b. Dependent variable: | would recommend this store to others.
Coefficients(a)
Unstandardized |Standardized t Sig. Collinearity
coefficients coefficients statistics
Model B Std. Beta Tolerance |  VIF
Error
(Constant) -1.679 | .160 -10.482 | .000
| get my money’s .528 | .041 .203 13.007 | .000 .530 | 1.887
worth when | buy
from this store.
I am pleased with .385 | .044 154 8.688 | .000 412(2.428
1 | the quality of mer-
chandise at this store.
Employees at this .575 | .033 .285 17.603 | .000 493 [ 2.027
store are helpful.
It is easy to return 272 | .033 123 8.182 | .000 .576 (1.737
products to this store.
The store is clean. .182 | .037 .083 4.985 | .000 464 |2.153
It is easy to find the 292 | .035 132 8.287 | .000 .508 | 1.970
merchandise | want.
a. Dependent variable: | would recommend this store to others.
Figure 4: Retailer Customer Loyalty Structural Equation Model
Money's worth Overall

Quality mdse.

Employees

Clean store

Easy to find mdse.

Shopping experience

satisfaction

Likely to
recommend

14 Shop here

again

Easy to return
mdse.
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“good enough” and that most people now
look at other factors when purchasing
products and services. Although some
might complain about “cheap Chinese
imports” and so forth, what we really seem
to care about is how much hassle we’re
going to get when we try to return those
items. As long as service is prompt and
friendly, we will deal with higher price
or poorer quality. In fact, some survey
respondents made exactly that comment.
The majority of comments for retailers on
both ends of the scale largely focused on
service, good or bad.

As we mentioned at the beginning of
this article, value may encompass several
factors. To look at this, Pyzdek created
a structural equation model (SEM) that
provides a clear picture of the interaction
of all factors and their contribution to
customer loyalty. Figure 4 shows a simpli-
fied SEM. Two items of note immediately
pop out. First, “money’s worth” does not
stand on its own. It is closely correlated
with “quality of merchandise,” so that
the two items together can be collectively
considered a factor that we call “value.”
The implication is that money’s worth is
not simply cost but, rather, whether cost is
commensurate with quality.

Second, we see a strong correlation
between “employee helpfulness,” “store
cleanliness” and “ease of finding merchan-
dise.” We can consider these three items
as one factor that we will call “shopping
experience.”

The “easy-to-return” item is not strongly
correlated with any of the other items; it
also doesn’t contribute much to loyalty,
although its effect is statistically signifi-
cant. We also need to keep in mind that this
is a single survey item, while the other
factors summarize more than one survey
item.

The model clearly illustrates that shop-
ping experience has the biggest effect
on loyalty. When this factor changes by
1 standard deviation, loyalty changes by
0.53 standard deviations. When the value
factor changes by 1 standard deviation,
loyalty changes by 0.33 standard devia-
tions. And when the “easy to return items”
score changes by 1 standard deviation, loy-
alty changes by 0.14 standard deviations.
When all of these causes are combined
they explain 70 percent of the variance in
loyalty.



Tell me what it means

Simply put, our survey seems to indicate that customers value
the shopping experience above all else with a key contributor to
that being employee helpfulness.

Sure, a decent price and decent quality are important. They’re
also expected. At this point you and your competitors probably
already provide good value, and your customers already assume
they’re paying what your product is worth. If you’re going to keep
customers, the key factor seems to be helpfulness (or service).
Another indicator of this is Consumer Reports’ look at grocery
chains. If price were a determining factor in customer satisfaction,
then stores like Wal-Mart, which got the magazine’s highest mark
for price, should be closer to the top of the list.

Methodology

The survey instrument was created using Survey Gold from
Golden Hills Software Inc. The survey was hosted on Survey
Gold’s Web site and responses later downloaded for analysis. An
invitation to take part in the survey was sent via e-mail to our com-
plete list of print and online newsletter subscribers (those whose e-
mail addresses we had). Of those, roughly 4,200 responded. Each
was given a user identification number and directed to the Web
site where the survey form was located. Respondents chose from a
list of 100 of the nation’s top retailers and responded to questions
about their shopping experience at that retailer. Respondents could
fill out a survey on more than one store but could not respond more
than once for any particular store.

Respondents who were not recognized by their identifier were
eliminated from the survey. If a respondent filled out more than
one form for a particular retailer, all forms except the first one
were eliminated. Therefore, the responses included only those
respondents whom we recognized from the unique identifier and
only one form per respondent per retailer was left in. This left us
with 4,171 responses.

Only stores with more than 30 responses (38 stores) were
included in the final results.

Basic data analysis was done at Quality Digest, with further
analysis performed by Tom Pyzdek. A member of the American
Customer Satisfaction Index provided insight on how the ACSI
is administered.

We need to acknowledge that, unlike the ACSI survey, this
wasn’t a scientific survey in the strictest sense and possibly suffers
from a couple of bias problems. First, respondents were not directly
contacted by a human, only sent an invitation, so there may be
some self-selection bias at work. However, we have tested similarly
delivered surveys for self-selection bias in the past and found it to
be negligible. A greater problem may be that the invitation was not
sent to the general population, but to our print and online reader-
ship, the majority of which are quality professionals. Meaning,
it could be argued that our results only represent the opinions of
quality professionals, and we all know what a picky lot they are.
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Dirk Dusharme is Quality Digest’s editor in chief. QD

Send feedback to comments@qualitydigest.com.

RENISHAWE

apply innovation™

HIGHEST
QUALITY

QUICK
TURNAROUND

PICK TWO

See us at Eastec Booth 3033

When you need quality fast,
choose genuine Renishaw Styli

Apply innovation™.

Renishaw Inc. 5277 Trillium Boulevard, Hoffman Estates, IL 80192
T B4T 286 9953 F 847 286 9974 E usa@renishaw.com

www.renishaw.com

Quality Digest/May 2007 53



