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Abstract

Customer satisfaction has long been considered a milestone in the path towards

company profitability. Although it is widely acknowledged that customer satisfaction

leads to higher and more stable revenues, the relationship between customer

satisfaction levels and the costs that the company incurs in producing and delivering

customer services has received far less attention, and the research results vary

significantly across sectors. In fact, there seems to be little guidance for linking

company costs to the key elements involved in providing customer satisfaction in

services, thereby diminishing the ability of a company to manage its activities

accordingly. In this paper, we propose and test a framework to analyse and manage the

relationship between company costs and customer satisfaction in service industries.

Based on a case study from the tourism industry, we show how service components

can be used as a key medium to link customer satisfaction to the cost of service

production and delivery. In doing so, we provide guidance for identifying specific
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sources of customer satisfaction and assessing their cost, thereby extending to service

industries previous research on strategic cost management.
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Notes

1. The same logic does not apply to traditional cost accounting systems, which are

based upon cost centres.

2. The identification of activities and processes began with an analysis of the work

carried out, making use of individual and group interviews, activity diagrams, analysis

of previous experiences, questionnaires and sampling.

3. All other expenses (e.g. passive rents, electricity), not directly attributable had been

allocated to the different activities on the basis of percentage of allocation of the

person's time.

4. Hints on opening hours have been derived from surveys in which satisfaction was

evaluated with reference to the attributes underlying components.
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