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Abstract

This study aims to study the effect of the after-sales service experience and its quality on
overall customer satisfaction and word-of-mouth (WOM) within the automotive industry.
Based on the additional marketing mix elements required for service marketing (people,
process and physical evidence, respectively), we investigated the effects of after-sales
service experience quality on both satisfaction and WOM. Data were collected through a
survey of 210 customers in the automotive industry. Respondents were asked to evaluate
several items related to their after-sales service experience for car maintenance services
provided by authorised dealers. Data were analysed using a linear regression model and
R software.

The results showed evidence of a relationship between satisfaction and the desire to
recommend, and supported the fact that after-sales service satisfaction represents an
antecedent of consumer satisfaction and WOM. However, not all elements of the after-
sales experience had a significant impact on the two output dimensions (satisfaction and
WOM). This might lead managers to consider which of the main elements of the after-
sales service consumers consider more when evaluating their satisfaction with the dealer
and what elements they are more willing to talk to other people about. This study
contributes to enriching the existing knowledge regarding after-sales experiences and the
impact of this phase of the consumer’s decision process on their overall satisfaction and
the related WOM.

Key words: after-sales, service quality, customer satisfaction, WOM, automotive industry
Introduction

One general trend in the automotive industry is that products become more of an enabler
for beginning relationships with customers. Car sales become a reason to establish
relationships, and various services help companies maintain them in order to ensure
additional income. However, the prolonged economic downturn is driving a greater number
of original equipment manufacturers (OEMs) to place renewed attention on the after-
market as consumers put off new purchases and hold on to their cars longer (Accenture
2010). New car sales growth is slowing, but a more promising and less obvious
opportunity is the after-sales market, including that for spare parts, service, used car sales
and financing, which serves as an integral component of brand-building and sales
management. New passenger car registrations have continued on the generally downward
trend that first appeared in 2007; since that year they have fallen from 15.6 million to 12.0
million, a decline of 23%. This trend reflects the close relationship between vehicle sales
and the economic climate. Accordingly, it is most pronounced in southern Europe, where
vehicle sales have decreased by 60% in Spain and 45% in Italy since 2007 (ICCT 2013).
The current business environment is changing dramatically and forcing automotive
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companies to find sustainable strategies to preserve and increase their market share in a
challenging after-sales market (Coyle et al. 2011, p. 6).

To enable dealer excellence in servicing customer needs, service operations require
complex capabilities in terms of tools, processes and systems, with no or limited revenue
opportunity for OEMs. Despite the significant financial and customer satisfaction impacts
of the after-sales business, OEMs have historically given little attention to after-sales
business and done little to improve the performance of their after-sales functions
(Accenture 2010). For a car manufacturer in the after-sales business, the customer
‘dealer’ is often bound by a contract, but the competition is growing fiercely, and cheaper
and faster after-market providers will become a real threat in the future (Thomas & Esper
2010). Many automotive companies constantly expand their service business and scope:
traditional after-sales maintenance and repair services are supplemented with finance and
insurance services and re-formulated into service bundles (Godlevskaja, lwaarden & van
der Wiele 2011). Additionally the importance of the after-sales market has been stated by
Hecker et al. (2010, p. 10), who believe that it will be the most enduring and important
business for car manufacturers in the future. In summary, while profit margins for new car
purchases are low, after-sales service allows potentially high returns when dealers and
OEMs provide tailored offers and customised services to customers. In an automotive
context, after-sales service becomes a vital source of brand-building, as it represents
continuous contact between car producers and customers through their authorised dealer
networks during the product life cycle.

This paper contributes to the literature by investigating the importance of after-sales
service quality in achieving high levels of customer satisfaction and positive WOM. This
study is also important to practitioners, since measurable awareness of customer
perception of after-sales service based on intangible elements can lead to changes in firm
profitability and customer loyalty. This can be achieved through the determination of what
has been evaluated as right or wrong from the customer’s perspective, and what should
be modified. Moreover, after-sales services are taking a substantive position in overall
satisfaction with the augmented product offered.

The paper opens with a selection of literature on after-sales service and the impact of
service elements on customer satisfaction and WOM. Next, the methodology will be
described and the main findings highlighted. Finally, the conclusions, limitations and
implications of the study will be discussed.

Literature Review
After-sales experience in service marketing

In the field of product services, the outstanding classification is based on whether the
service (and the transaction) is offered before, during or after the sale (Lalonde & Zinszer
1976). After-sales service has been widely used to describe services that are provided to
the customer after products have been sold or delivered. Support entails all activities
undertaken by service support providers to ensure that consumers continue to enjoy
trouble-free use of the product over its life cycle. An after-sales support strategy
associated with a product may include elements such as warranty provision, extended
service contract provision, availability of repair services, maintenance, spare parts
(management), loan availability, toll-free phone support and a returns policy. Some
scholars have shown that the revenue generated from the provision of after-sales service
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and spare parts sales exceeds three times the value of the initial purchase (Saccani et al.
2007).

Levitt (1983) sees the initial sale of a product only as the start of a seller—buyer
relationship; a point at which the after-sales function of a company becomes crucial.
Various terms are used in the literature for what here is labelled ‘after-sales service’. For
example, Goffin and New (2001) list the following: customer support, product support,
technical support and services. Several other definitions of after-sales service can be
found in the literature (La Londe et al. 1977; Sterling & Lambert 1989; Loomba 1996;
Johansson & Olhager 2004; Kurata & Nam 2010). Building on these definitions, and
keeping a general perspective, we can state that after-sales services for manufactured
goods encompass the set of activities taking place after the purchase of the product,
devoted to supporting customers in the usage, maintenance and/or disposal of the
product. Earl and Khan (1994) classify after-sales service as a business network process,
since it has a direct impact on business performance and on the creation of competitive
advantage. They might provide complementary services (e.g., field assistance and
customer care) as well as competing services (e.g., field assistance provided by sales
points and repair centres or by authorised and unofficial assistance networks). Moreover,
the diffusion of the Internet and other technologies ‘expands the number and variety of
customer touch points and service delivery channels’ (Hill et al. 2002), and, when looking
at the supply chain structure, makes the picture even more complex.

Several scholars suggest that well-executed service recoveries increase perceptions of
customer satisfaction, build relationships and prevent customer defections (Keaveney
1995), whereas poorly executed recoveries can decrease a customer’s loyalty to a firm
(Mattila 2004). Well-handled service recovery considerably increases the association
between customer satisfaction and both trust and commitment to the service provider (Tax,
Brown & Chandrashekaran 1998). The level of after-sales service is not only critical for a
customer’s decision process, but is also a source of significant revenue for the dealer;
furthermore, after-sales service offers differentiation and positioning in the competitive
context (Russo & Cardinali 2012).

Manufacturers may make provisions for after-sales service support either by offering it
directly at the plant, through their own network of service centres, through channel
intermediaries, through authorised independent third-party service centres or by some
combination of these organisations (Loomba 1996; Russo, Confente & Omar 2013).
Product-based differentiation in the automotive industry is increasingly difficult and firms
cannot compete on products alone. Many automotive companies have realised enormous
growth opportunities in the service area. One additional trend in the automotive industry is
changing customer requirements for services, growing service complexity and the need to
customise services (Godlevskaja, lwaarden & Wiele 2011; Gaiardelli, Songini & Saccani
2014). Thus, it is reasonable to assume that the significant interactions during the after-
sales process provide a basis for customer satisfaction. Increasingly, after-sales customer
service is becoming the order-winning criterion for most firms, and is now being
recognised as an important research priority.

The impact of service quality on customer satisfaction and WOM

Customer satisfaction is defined as the ‘customer fulfilment response’, which refers to
customers’ post-consumption evaluation of whether the service provided was at a
satisfying level of consumption-related fulfiiment, or either under- or over-fulfiiment (Oliver
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1997). Operationally, satisfaction is similar to attitude, as it represents the sum of several
attribute satisfaction judgements (Maxham Il 2001). From this perspective, satisfaction is
a transaction-specific measure (Bitner 1990; Parasuraman et al. 1988). Others view
service-related satisfaction somewhat differently. Cronin and Taylor (1992) define
satisfaction as a cumulative evaluation and an outgrowth of service quality. In their view,
satisfaction represents a global judgement rather than a transaction-specific measure.
Satisfaction is also thought to have an affective element that is experiential and probably is
most appropriately assessed after consumption (Ostrom & lacobucci 1995).

Our perspective supports the large volume of research confirming the fact that service
quality is an antecedent of consumer satisfaction (Cronin & Taylor 1992; Dabholkar et al.
2000). A further step in our study is to understand the impact of satisfaction on WOM.
WOM is especially important for service providers whose offerings are largely intangible
and experience- or credence-based. For these services customers rely heavily on the
advice and suggestions from others who have experienced the service (Kinard & Capella
2006; Confente 2014). There is evidence from the literature supporting the relationship
between satisfaction and the desire to recommend (Parasuraman et al. 1988; File et al.
1994; Shemwell 1998; Séderlund 1998; Sivadas & Baker-Prewitt 2000, Hennig-Thurau et
al. 2002; Chaniotakis & Lymperopoulos 2009). In fact, potential consequences on
customer behaviour from a very high or low level of satisfaction might be:

* complaining behaviour

* positive/negative WOM

* repeat purchasing and loyalty (Szymanski & Henard 2001).

More specifically, positive comments from satisfied customers can increase purchases,
while negative comments from unsatisfied customers can decrease purchases (Ennew et
al. 2000). Companies need to enhance customer satisfaction in order to lead clients to
repeat their purchases and to positively recommend these products and services to other
potential customers. By doing so, these behaviours might benefit in terms of both retention
and acquisition (Gremler & Brown 1996). After-sales service offers differentiation potentials
that a producer can use to strengthen their brand equity (Cavalieri et al. 2007).

While there are several studies investigating the effect of service quality on satisfaction
and the impact of satisfaction on WOM, there is limited research related to the effect that
service quality dimensions have on satisfaction and WOM (Arasli 2005; Macintosh 2007;
Chaniotakis & Lymperopoulos 2009; Ferguson et al. 2010). Even fewer articles refer to the
direct relationship between service quality and behavioural intentions, such as WOM
(Zeithmal et al. 1996; Olorunniwo et al. 2006, Ng et al. 2011). In addition, these previous
studies have considered whole service provision, such as banking services, travel agency
experiences or healthcare treatments, not the after-sales experience, an integrated phase
subsequent to the purchase of tangible goods. Hence there is little research into
determining if the intangible elements in the after-sales offering impact on customer
satisfaction (Hypothesis A) and on customer’s willingness to spread WOM (Hypothesis B).

Figure 1 shows the research model and hypotheses. Each item and scale will be
described in the Research Methods section.
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Figure 1. Research model and hypotheses
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Research Method

Data sample and collection

Data collection focused on after-sale service evaluations as by customers of the
automotive industry. The aim was to explore the importance of each of the intangible after-
sales elements, such as the role of personnel, process and physical evidence, and their
impact on overall customer satisfaction and WOM. The automotive industry was selected
for several different reasons. The first is the complexity of the products in this market,
which drives customers to seek advice from trustworthy sources. Secondly, the European
automotive market has faced a crisis over the last decade, and the number of new cars
sold has halved (UNRAE 2013). Thirdly, the block exemption regulation has required
European manufacturers to undertake performance improvements. Changes that
manufacturers have been confronted with since this regulation came into force in 2003

63



IJMC

include sharply reduced control over their distribution networks, as well as increased
competition in the parts and after-sales businesses.

We chose to investigate after-sales services in one of the largest authorised car dealers in
the north-east of Italy, a country where there is the highest number of cars in terms of
density. However, due to the automotive crisis, the country’s cars are ageing and need
increased maintenance. Under these circumstances, car maintenance services become an
effective way for car dealers to increase customer loyalty and revenue beyond car sales.
Assistance centres are responsible for repairing and maintaining cars, and several
channels can be identified: those authorised through contractual agreements to sell and
repair (dealers), or to repair only (authorised garages), generic centres (independent
garages), specialised services (tyre repairers, electrical workshops etc.), fast fitters
(independent or authorised) specialising in handling minor repair work and the soft
franchise network (independent, owned by a component supplier or by a distributor). In
most cases, only dealers, and to a minor extent authorised garages, maintain direct and
continuous relationships with the manufacturers (Gaiardelli, Saccani & Songini 2007). In
our case we collected data from a fully authorised after-sales service provider totally
integrated with the car dealer. Data was collected through an on-site self CASI (Computer
Assisted Self-Interview) survey using a tablet tool. This was useful for collecting real-time
feedback a few minutes after the provision of assistance services.

Questions were developed with a focus group from the car dealership that included the
dealership personnel, two researchers and ten customers. The goal was to summarise in a
short survey the main activities and services that can be identified in the after-sales
experience. A ten-question survey was finally structured. These questions were divided
into two main sections: a) demographic characteristics of respondents; and b) after-sales
service items evaluated by adopting a 1-10 Likert scale (1=highly dissatisfied to 10=highly
satisfied) and two questions about overall satisfaction (1=highly dissatisfied to 10=highly
satisfied) and the willingness to recommend the company (1=highly disagree to 10=highly
agree).

Respondents were asked to evaluate their satisfaction for the following after-sales
elements. These might be labelled as being from the ‘physical evidence’ dimension, such
as the customer waiting area (the atmosphere, colours and furniture of the area where
customers receive their car assistance and maintenance services) (Hp 2a), and the
documentation quality (if the documents provided to customer, such as invoices or
instructions are clear and well written) (Hp 6a). Other items related to the after-sales
service may fall under the ‘process’ dimension; for instance, welcoming activities (Hp 1a),
the contact service used to order the assistance (Hp 5a) and the service lead time (Hp 8a).
Finally, the ‘people’ dimension may play an important role for the perception of high
satisfaction. In this study, this dimension is represented by personnel expertise (Hp 3a)
and staff courtesy, (Hp 4a) which provide added value to the overall offering. In addition to
the ‘8Ps’ of service marketing, the perception of quality over price was included in the
survey (Hp 7a) in terms of its relationship with overall satisfaction.

The relationship between these items and their impact on willingness to spread WOM
were explored. The following items were considered in this analysis: welcoming activities
(Hp 1b), the customer waiting area (Hp 2b), personnel expertise (Hp 3b), personnel
courtesy (Hp 4b), the contact service (Hp 5b), documentation quality (Hp 6b), and quality
over price (Hp 7b). A pilot survey was administered to a convenience sample of 105
customers. Later the questionnaire was administered to a convenience sample of Italian
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customers. Data collection started in November 2012 and ended in December 2012.
Within this time period, the car dealer counted 649 customers receiving an after-sale
assistance/service. We obtained 210 completed surveys, with a return rate of 32.4%;
27.6% of the respondents were females and 72.4% males. The majority of respondents
stated their age was between 35 and 64 years old (77%).

Data analysis

The data were analysed with descriptive statistics and a linear regression model exploring
the impact of the after-sales elements on overall customer satisfaction and WOM. The
outcomes of satisfaction and WOM were each measured using a single item adapted from
Huntley (2006). Table 1 summarises the items selected for the analysis:

Table 1. Intangible services in the after-sales experience

[tems Min Max Mean Std. dev.
'Welcoming 2 10 8.733 1.216
Customer waiting area 2 10 8.676 1.260
Personnel expertise 5 10 8.9 1.074
Personnel courtesy 5 10 9.067 1.083
Contact service 5 10 8.786 1.189
Documentation quality 3 10 8.790 1.223
Quality versus price 1 10 7.5 1.578
Service lead time 2 10 8.348 1.508
Overall satisfaction (Hp A) 4 10 8.586 1.204
'WOM (Hp B) 1 10 8.576 1.453

The following regression models were elaborated, using R software:

a)
overall satis faction=p+ B1 welcoming+ B2 waiting area+ B3 expertise +4 courtesy+ B5 contact

service+ B6 documentation+ B7 quality+ B8 service lead time+ €

b)

word of mout h=p+ B1 welcoming+ B2 waiting area+ B3 expertise + B4 courtesy+ B5 contact service+

B6 documentation+ B7 quality+ B8 service lead time+ €

In order to assess reliability, the internal consistencies were assessed. The normalised
value of Cronbach’s alpha was 0.8, in line with the minimum value of 0.7 suggested by
Cortina (1993).

Findings

All the after-sales items were perceived positively, and customers were extremely
satisfied. In fact, all elements had an average mean above 8, except for quality over price,
which received an average mean of 7.5-10. The item that received the highest satisfaction
was personnel courtesy (M=9.06). In addition, the overall satisfaction reported by
customers for their after-sales experience was very high (M= 8.586), and this was also the
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case their willingness to report their experience to other people, as the likelihood to spread
WOM was on average 8.576.

The first regression analysis focused on the impact of after-sales intangible elements on
overall customer satisfaction (Table 2). The results showed that some of these elements
positively affected the evaluation of customer satisfaction. This was the case for
welcoming activities, personnel courtesy, the quality of the service over its price and the
service lead time. The perception of the contact service almost reached significance at
p=0.05 ( These elements belong to the ‘process’ and ‘people’ ‘Ps’ of service marketing,
while the elements belonging to the ‘physical evidence’ of the ‘3Ps’ of service marketing (in
our case the customer waiting area and the documentation quality), seem not to affect
overall satisfaction. As a consequence, Hp 1a, Hp 4a, Hp 7a and Hp 8a are supported.

Table 2. Regression analysis for customer satisfaction

Estimate Std. Error T Value Pr(>|T)) Hypothesis
Intercept -0.278 0.426 -0.653 0.514
Welcoming 0.114 0.054 2.097 0037+  [ipla
supported
Customer waiting 0.070 0.044 1.600 0.11  [ip2anot
area supported
Personnel expertise 0.032 0.070 0.457 0.648 Hp 3a not
supported
Personnel courtesy 0.303 0.069 4371 1.98 c-05%#x [P 42
supported
Contact service 0.095 0.052 1.814 0.071 Hp 3a not
supported
Documentation 0.015 0.032 0.047 0.743 Hp 6a not
quality supported
. . Hp 7a
_1)kkk
Quality versus price 0.256 0.033 7.572 1.31e-12 supported
Service lead time 0.157 0.037 4221 3.69 c-05%*x [P 82
supported

Significance codes: 0 ***’0.001 ***0.01 *’0.05 0.1 *’1
Residual standard error: 0.6383 on 201 degrees of freedom
Multiple R-squared: 0.7297, Adjusted R-squared: 0.7189
F-statistic: 67.83 on 8 and 201 DF, p-value: <2.2e-16

Regarding the impact of after-sales service on customers’ willingness to recommend the
company to other people, the courtesy of the personnel positively affects WOM (Table 3).
In addition, the contact service plays a positive role in influencing the willingness of
customers to spread positive WOM about their after-sales experience. The quality of the
service compared to its price and the time of service delivery still represent the most
important elements for customers. This is confirmed both for their impact on overall
satisfaction and on WOM, and so Hp 4b, Hp 5b, Hp 7b and Hp 8b are fully supported.
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Table 3. Regression analysis for WOM

Estimate Std. Error T Value Pr(>|T)) Hypothesis
Intercept -0.526 0.654 -0.804 0.422
Welcoming -0.018 0.083 -0.219 0.827 Hp 16 not
supported
Customer waiting 0.048 0.067 0.711 0477  [Hp2bnot
area supported
Personnel expertise | 0.108 0.107 1.003 0.317 Hp 3b not
supported
Personnel courtesy 0.270 0.106 2.541 0.011* Hp 4b
supported
Contact service 0.171 0.080 2.119 0.035% [P
supported
Documentation 0.009 0.072 0.013 0989  |lp6bnot
quality supported
. . Hp 7b
_()O %%k
Quality versus price 0.311 0.051 5.998 9.16 e-09 supported
Service lead time 0.188 0.057 3.308 0.001%* [P 8b
supported

Significance codes: 0 *“**’0.001 ***0.01 *’0.05 ‘" 0.1 *’1
Residual standard error: 0.9789 on 201 degrees of freedom
Multiple R-squared: 0.5635, Adjusted R-squared: 0.5461
F-statistic: 32.44 on 8 and 201 DF, p-value: <2.2e-16

Our study confirms the relationship between customer satisfaction and WOM. In fact, they
are strongly and positively correlated (r=0.714), and customer satisfaction impacts on the
propensity of customers to spread WOM ( As a consequence, Hp 9 is supported.

Conclusions and Implications

To meet the complex needs of customers and to respond to the increased challenges from
competitors, firms have developed a growing interest in using product services throughout
their life cycle of their products (after-sale services, financial services, warranties, etc.) as
a source of competitive advantage. The automotive industry is one of the most competitive
industries in the world, and is probably one of the most changed industry sectors over the
last decade. Moreover, in Europe, competition is increasing due to market liberalisation
actions taken by the European Commission, globalisation and rising customer demands.
Automotive companies have found it difficult to compete when offering products alone, and
therefore many firms have turned to services as a means to achieve strategic advantages.
This trend, known as service infusion into manufacturing, servitisation, outsourcing or
transition to service-led business, can be observed in the automotive industry
(Godlevskaja, Jos van Ilwaarden & Ton van der Wiele 2011). After-sales services have
become closer to the core business that enables dealers to achieve sustainable
development in the competitive arena that has resulted from the gradual fall in profits from
new car sales.

Our study contributes to understanding the role and impact of after-sales service based on
the perception of service quality. In particular, we have investigated the role of the three
‘Ps’ of service provision on overall satisfaction and customer WOM. The results show that
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the welcoming process, personnel courtesy and the quality of service (over price and the
quality of lead time) represent drivers of overall satisfaction (Figure 2).

Figure 2. Customer satisfaction and after-sales elements
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Thus, customers are willing to recommend a service provider when they are highly
satisfied with regards to the provider’s personnel, contact service, quality versus price of
the service and the lead time (Figure 3).

Figure 3. WOM and after-sales elements

N\

Customer Personnel
waiting area E courtesy

E3]

Service lead
time

]

Documentation
quality

M =

Personnel N
expertise S | Contact Service I

One limitation of this study is the focus on one dealership, belonging to one industry. This
might be further expanded to other industries by comparing the after-sales experiences
between them. Future research might compare the impact of each of the different steps of
product offering, from the pre-purchase stage, the purchasing experience and through to
the after-sales service experience, on customer satisfaction and WOM. This might provide
a better understanding of the most relevant activities that will enable manufacturers to
build customer satisfaction and consequently customer loyalty, with WOM representing
one element of loyalty.
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