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Abstract 

 
The Net Promoter Score (NPS) is intended to measure the combined effect of positive and 
negative word of mouth on a firm’s sales. When he introduced this measure, Reichheld (2003) 
claimed that it predicted sales outcomes better than alternatives. However, comparative research 
indicates that NPS gives a poor prediction of financial performance compared with the American 
Consumer Satisfaction Index (ACSI). We examine weaknesses in the design of NPS, introduce 
new evidence relating to the measurement of word-of-mouth effect.  
 
 

Introduction 
 

Reichheld (2003) claimed that the Net Promoter Score (NPS) predicted a firm’s revenue growth 
better than the American Consumer Satisfaction Index (ACSI). NPS is designed to measure the 
net effect of positive and negative word of mouth (PWOM, NWOM) and many firms now use 
this metric to monitor their performance. An effective “soft” metric of company performance has 
some very important uses. One is to focus resources on profitable activities; for example, an 
association between PWOM and financial outcome may justify expenditure on activities that 
raise PWOM. A second advantage is that share buyers can invest in companies that increase their 
scores on variables relating to profit and divest from companies with falling scores. A third use is 
to reward employees when they raise scores on predictor variables. 
 
NPS (as well as ACSI) applies to firms where the end-user is the consumer and the brand and 
firm are coterminous (e.g. airlines, but not Procter and Gamble). The metric uses only one 
question to construct the score for a brand/firm. Respondents give a likelihood of recommending 
their firm on an 11-point scale. Those scoring 9 or 10 (extremely likely to recommend), are 
promoters while those scoring 0 to 6 are the detractors. The score is obtained by subtracting the 
detractor percentage from the promoter percentage, while the supposedly passive group scoring 7 
or 8 is ignored. Notice that NWOM is not directly measured but is inferred from low intention to 
recommend. 
 
Reichheld showed an association between NPS and financial performance in a correlational 
study and a similar finding was reported by Marsden, Samson and Upton (2005). Subsequently, 
NPS has performed poorly as a predictor of financial effects. Morgan and Rego (2006) 
constructed a measure that was similar to the NPS1 and found that this was not as effective as 
other measures, particularly ACSI, at predicting later company performance. Keiningham et al. 
(2007a) used the industries studied by Reichheld and found that ACSI was superior to NPS in 
two out of three industries. In a further study, Keiningham et al. (2007b) showed that a multiple-
item measure, rather than the single-item NPS, gave a better prediction of retention and 
recommendation.  

                                                
1 Their measure was based on past recommendation given rather than the likelihood that customers would give 
recommendation. 
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When tested on its own, ACSI performs well. Anderson, Fornell and Lehmann (2004) found that 
a one percent change in customer satisfaction can change shareholder value by about one 
percent.  Gruca and Rego’s (2005) findings were similar; they showed that a one percent increase 
in satisfaction was followed by a significant increase in the net operating cash flow. Anderson, 
Fornell and Mazvancheryl (2004) found that increases in customer satisfaction were associated 
with increases in shareholder value. Fornell et al. (2006) found that, by investing in companies 
that score in the top two deciles of the ACSI, it was possible to substantially out-perform market 
indices. Furthermore, there was no initial market response to improvements in satisfaction 
scores, allowing knowledgeable investors to take advantage of an imperfect market. The ACSI 
research is important for managers and investors, and justifies a focus on satisfaction, but it 
remains possible that a better indicator of company performance than satisfaction could be based 
on WOM.  
 
Deficiencies in the NPS 
 
Why has NPS performed relatively poorly as a predictor of company performance? This may be 
because WOM is simply unrelated to financial outcomes or because NPS is an indifferent 
measure of the total effect of WOM. We believe that it is the latter and that a better measure of 
WOM has potential as an indicator of brand performance. We believe this because:  
 
• effective advertising may raise PWOM (Bayus 1985) so that a measure of WOM may 

detect advertising creativity 
• those who receive PWOM report that it has a strong effect on their brand purchase 

probability (East, Hammond and Lomax 2008) 
• it seems likely that the process of giving PWOM may cement the brand preferences of the 

giver. We have no direct evidence on this matter but a study by Chandon, Morwitz and 
Reinartz (2005) showed that, when people report their intentions, the act of expressing an 
intention makes it more likely that they will engage in the intended behaviour.  

• Kumar, Petersen and Leone (2007) have calculated that customers who regularly refer have 
considerable value to a firm. 

 
A more effective measure of WOM effect should be obtained when: 
 
1. We use recalled PWOM and NWOM rather than the intention to give PWOM. Kumar, 

Petersen and Leone (2007) found that over half of the persons stating that they would 
give recommendations did not do so.  

2. We measure WOM received rather than WOM given.  A proportion of given advice will 
not be registered. As such it will have no effect and will not be recalled by the receiver. 
Received advice that is recalled is more likely to have an effect on brand purchase.  

3. We ask the receiver to report the impact and frequency of WOM received on any brand 
in the category. (NPS is restricted to the respondent’s current brand and thus excludes 
PWOM and NWOM about other brands).  

In this paper, we focus on two aspects of WOM that are particularly relevant to 
measurement. 
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Capturing NWOM 
 
Reichheld (2006) states “detractors are responsible for 80% to 90% of a company’s negative 
word of mouth”. This assertion is mistaken. It implies that most NWOM on Brand A comes from 
current users of Brand A. East et al. (2007) reported on the ownership of the brand that people 
cited when they gave NWOM: whether the brand was the current one, a previous brand, a brand 
owned before that, or never owned. This research showed that people expressed most NWOM 
about brands that they did not currently use; reichheld, by asking about the current brand, fails to 
capture most of the NWOM. However, East et al. covered only five categories and more 
evidence is needed here. We investigate this later. Our research question is: 
RQ1: How much PWOM and NWOM is about the current main brand? 

 
Impact 
 
It is widely believed that NWOM has more impact than PWOM. Reichheld (2006) is 
characteristically explicit about this matter. His estimate is that one negative comment 
neutralizes between 3 and 10 positive comments. He states “if you hear one negative comment 
about a particular dentist, how many positive comments will you need before you select that 
dentist?” This simplifies the issue. The impact of PWOM or NWOM may be measured by the 
shift in purchase probability produced, and the relevant question is “by how much does NWOM 
reduce purchase probability compared with the increase produced by PWOM?” When a friend 
says, “I wouldn’t go to X, if I were you” it is quite likely that the receiver had no prior 
knowledge of X and thus no purchase probability. In such a case, the negative comment cannot 
lessen purchase likelihood. East et al (2008) used the Juster scale to assess change in the 
probability of purchase, and found that, in most but not all categories, PWOM had more impact 
than NWOM with an overall cross-category ratio of about 5 to 3. The main reason for this was 
that the average probability of purchase before receiving WOM was about 0.4 so that PWOM 
could increase this by up to 0.6 whereas NWOM could reduce it by a maximum of 0.4. 
 
Reichheld’s allocation of seven points (0-6) to detractors against two to promoters (9 and 10) 
may be intended to take account of the supposedly greater impact of NWOM but this is a crude 
device. It would be better to measure the volumes of PWOM and NWOM and weight these by 
impact for each brand. Unfortunately, small brands get little WOM; this means that measures of 
WOM volume and impact is severely affected by sampling bias in these cases. Impact is not 
measured it NPS but the impact ratio of PWOM to NWOM cannot be discounted and may vary 
by brand within a category, either because of particular brand features or because of market share 
effects. We can investigate market share effects by combining samples from many studies, thus 
reducing sampling error. If there are no differences by market share, it is more justifiable to use 
the impact ratio of the category in any calculations when there is insufficient data to conduct this 
measurement at the brand level. this leads to our second research question. 
 

RQ2: Are there any systematic effects on the incidence and impact of WOM that are related 
to market share? 
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New Evidence 
 
We draw on a database of questionnaire responses compiled from 19 different studies on a range 
of categories such as cell phones and coffee shops. The design of these studies is reported 
elsewhere. In total, there were 2544 respondents but analyses were conducted only on those who 
were both users of the category and who had received or given PWOM and NWOM. We found 
that 1658 respondents reported receiving PWOM and 1508 reported giving it; for NWOM the 
corresponding figures were 1323 and 1080.  
 
RQ1: How much PWOM and NWOM is about the current main brand? 
 
We combined the five cases reported by East et al. with six new cases available in our data to 
produce Tables 1 and 2.  

 
 

Table 1. Incidence of PWOM in relation to brand ownership 
Ownership Bank 

Account 
% 

Cred 
card 
% 

Cell 
airtime 

% 

Cell 
phone 

% 

Coffee 
shop 

% 

Lux 
goods 

% 

Cell 
phone 

% 

Cell 
airtime 

% 

Compu
ters 
% 

Leather 
goods 

% 

Came
ras 
% 

Means 
 

% 
Current 72 67 73 78 72 51 81 79 70 63 88 72 
Previous 12 13 15 7 18 9 5 4 15 10 8 12 
Before that 10 16 5 3 9 23 10 5 4 19 4 10 
Never 6 4 7 9 1 17 5 12 12 8 0 7 

 
Table 2. Incidence of NWOM in relation to brand ownership 
Ownership Bank 

Account 
% 

Cred 
card 
% 

Cell 
airtime 

% 

Cell 
phone 

% 

Coffee 
shop 

% 

Lux 
goods 

% 

Cell 
phone 

% 

Cell 
airtime 

% 

Compu
ters 
% 

Leather 
goods 

% 

Came
ras 
% 

Means 
 

% 
Current 30 18 33 55 18 17 20 19 24 7 33 25 
Previous 9 24 16 16 26 9 45 32 14 24 17 21 
Before that 30 35 28 13 45 44 26 24 5 45 17 28 
Never 30 24 23 16 12 30 9 26 58 24 33 26 

 
The rightmost column of each table shows the means. About three quarters of PWOM is about 
the advice giver’s current brand (Table 1) but three quarters of NWOM is about brands other 
than the current brand (Table 2). The pattern for PWOM is very consistent. In every case, most 
PWOM is about the respondent’s current brand though this is somewhat lower for repertoire 
categories such as leather and luxury goods where we measure PWOM for the main brand. The 
pattern for NWOM is less consistent; the greatest percentage of NWOM may occur in any of the 
four brand ownership conditions. This evidence shows that NPS misses most of those who give 
NWOM because it does not measure what people say about brands other than their current brand. 
 
RQ2: Are there any systematic effects on the incidence and impact of WOM that are 
related to market share? 
 
Impact. We examined the impact of WOM in relation to market share for 13 of the 19 categories 
where we had appropriate data. The correlations between impact and market share for PWOM 
and NWOM were –.03 and –.02, both insignificant. To check on this, we conducted a regression 
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analysis to predict impact, entering market share as well as other known predictors of impact; 
market share remained insignificant for both PWOM and NWOM.  
 
Frequency. To investigate the production of WOM in relation to market share we created a brand 
order. In each category the first three brands were assigned to orders 1, 2 and 3 and then the 
remaining brands were divided between ranks 4 and 5 so that aggregate shares in these levels 
were as equal as possible. We found that the average volumes of PWOM and NWOM produced 
were not related to the brand level. When a person recommended a level 1 brand, they gave as 
many recommendation as when they recommended a level 5 brand. However, since people more 
often recommend their current brand (as shown in Table 1), we would expect big brands, with 
more users, to receive more PWOM. This was observed by East et al (2007). A similar argument 
applies to NWOM (Table 2). The 23 percent who give NWOM about their current brand will 
reflect the market share of this brand so here big brands get more NWOM. So will the 56 percent 
who give NWOM about a previously owned brand, provided that market shares change slowly 
so that past market shares are close to current market shares. The remaining 21 percent, who give 
NWOM about a brand that they have never owned, could be less in tune with market share but, 
even here, salience, and with it advice, are likely to relate to market share.  
 
In Table 3 we show the mean market shares revealed by respondents and shares of PWOM and 
NWOM for the five market share levels. Overall, there is a very close correspondence between 
market share and the proportions of PWOM and NWOM produced. (Note that shares do not sum 
to 100 because average shares were used for levels 4 and 5 where there were several brands.) 
 
Table 3. PWOM and NWOM by market share level   

Market share level Mean market share 
% 

Mean PWOM share 
% 

Mean NWOM share 
% 

1 32 35 33 
2 21 20 20 
3 15 15 16 
4 10   9   9 
5   4   4   3 

 
 
Discussion 
 
This evidence shows that detractors cannot produce more than a quarter of the NWOM on the 
current main brand since three quarters of NWOM is produced by those with another main 
brand. In reality, some NWOM will be produced by promoters and passives so detractors will 
produce substantially less than a quarter. About three quarters of PWOM is produced by those 
using the brand but further work is required to establish how much of this PWOM is produced by 
promoters. This evidence indicates that NPS is poorly related to the production of PWOM and 
NWOM.  
 
To measure WOM effect, we should measure the total volume of PWOM and NWOM received, 
weight these by impact and aggregate. However, because of sampling error, the impact of small 
brands may be erratically measured unless very large samples are gathered. In these 
circumstances, we suggest that the relative impact of PWOM and NWOM should be assessed at 
the category level and the absence of market share effects on impact gives some reassurance 
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about this method. We also suggest that computations are based on the last instance of PWOM or 
NWOM about which data may be gathered in a questionnaire. We could weight these 
computations by the claimed number of instances of PWOM/NWOM received but, again, 
sampling error could distort the outcome. The absence of a market share effect on the production 
of WOM suggests that weighting can be left out.  
 
As metrics develop, it may be possible to calibrate them against brand performance measures 
and to test the optimum weighting of PWOM and NWOM in the calculation. Currently, we are 
examining the correlations between scores based on this our WOM metric, NPS and ACSI.  
 

References 
 

Anderson, Eugene W., Fornell, Claes, and Lehmann, Donald R. (1994). Customer satisfaction, 
market share and profitability, Journal of Marketing, 58(3), 53-66. 
 
Anderson, Eugene W., Fornell, Claes, and Mazvancheryl, Sanal K. (2004). Customer satisfaction 
and shareholder value, Journal of Marketing, 68(4), 172-185. 
 
Bayus, Barry L. (1985). Word of mouth: The indirect effects of marketing efforts. Journal of 
Advertising Research, 25(3), 31-39. 
 
Chandon, Pierre, Morwitz, Vicki G., and Reinartz, Werner J. (2005). Do intentions really predict 
behavior? Self-generated validity effects in survey research. Journal of Marketing, 69(2), 1-14. 
 
East, Robert, Hammond, Kathy, and Wright, Malcolm (2007) The relative incidence of positive 
and negative word of mouth, International Journal of Research in Marketing, 24(2), 175-184. 
 
East, Robert, Hammond, Kathy, and Lomax, Wendy (2008, forthcoming). Measuring the impact 
on brand purchase probability of positive and negative word of mouth, International Journal of 
Research in Marketing. 
 
Fornell, Claes, Mithas, Sunil, Morgeson, Forest V. and Krishnan, M.S. (2006). Customer 
satisfaction and stock prices: High returns, low risks, Journal of Marketing, 70(1), 3-14. 
 
Gruca, Thomas S. and Rego, Lopo L. (2005). Customer satisfaction, cash flow and shareholder 
value, Journal of Marketing, 69(3), 115-130. 
 
Keiningham, Timothy L., Cooil, Bruce, Andreasson, Tor W., and Aksoy, Lerzan (2007a) A 
longitudinal examination of ‘net promoter’ and firm revenue growth, Journal of Marketing, 
71(3), 39-51. 
 
Keiningham, Timothy L., Cooil, Bruce, Aksoy, Lerzan, Andreassen, Tor W., and Weiner, Jay 
(2007b). The value of different customer satisfaction and loyalty metrics in predicting customer 
retention, recommendation, and share-of-wallet, Managing Service Quality, 17(4), 361-384. 
 
Kumar, V., Petersen, J.Andrew, and Leone, Robert P. (2007). How valuable is word of mouth? 



  7 

Harvard Business Review, October, 139-146. 
 
Marsden, Paul, Samson, Alain, and Upton, Neville (2005/6) Advocacy drives growth, Brand 
Strategy, 198(Dec/Jan), 45-47. 
 
Morgan, Neil A. and Rego, Lopo L. (2006). The value of different customer satisfaction and 
loyalty metrics in predicting business performance. Marketing Science, 25(5), 426-439. 
 
Pingitore, Gina, Morgan, Neil A., Rego, Lopo L., Gigliotti, Adriana, and Meyers, Jay (2007). 
The single-question trap, Marketing Research, 19(2), 9-13. 
 
Reichheld, F. Frederick F. (2003). The one number you need to grow, Harvard Business Review, 
December, 46-54. 
 
Reichheld, Frederick F. (2006) The microeconomics of customer relationships, Sloan 
Management Review, 47(2), 73-78. 
 
 


