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Abstract: Service quality is an area that has been subjected to widespread research. This has included
those elements relating to the repurchase intentions of customers. Service performance, in a service
setting environment, can have an impact on what a customer experiences, their subsequent behaviour
and perceptions. The material in this paper has been extracted from a larger research of an empirical
study of five hundred coffee shop patrons. The research conducted measured the effect of service per-
formance on consumer s perceptions of service quality, in a model relating customer service quality
with customer behavioural outcomes in a retail service setting. The resulting affect empirically shows
that service performance, through the specific grouping of known service quality constructs, improves
the prediction of customer post-purchase perceptions and behaviours. However of greater significance
in contributing to marketing theory, a general service quality model relating customer service quality
with post-purchase customer behaviours, the PAWs model of Future Customer Behaviour was developed,
which may be of value to researchers and practitioners alike in studying various service sector organ-
isations.
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Introduction and Purpose

N COUNTRIES SUCH as Australia, 85 percent of GDP (Australian Bureau of Statistics

2007 and Veldre 2007), Germany, 72 percent of GDP (CIA World Fact Book 2009),

India 56 percent of GDP, (Thaindian News 2009), United Kingdom, 76 percent of GDP

(Office of National Statistics 2009) and the United States of America, 83 percent of
GNP (Howells & Barefoot 2007), the service industry’s are the largest sectors, fastest
growing and one of the dominant drivers of economic growth (Bigné, Moliner & Sanchz
2003 and Brady, Cronin & Brand 2002). It is therefore understandable that the services
sector has resulted in intense competition between service providers (Brady, Cronin & Brand
2002), thereby increasing service provider perspectives, understandings and awareness levels
from an economic viewpoint of consumer’s evaluative processes. The resulting factors then
contribute to their profitability and market performance from future customer behaviour
(Zeithaml 2000; Rust & Zahorik 1993 and Koska 1990).

The purpose of this paper is to review how service performance affects customer post
purchase behaviour. Specifically, by researching its impact on customer perceptions of service
quality through the development and testing of a new theoretical framework by creating a
new model on service quality, PAWs model of Future Customer Behaviour. This research
conducted addressed how future customer behaviour can influence the way consumers react
to a product or service provider, and contributes to our understanding of consumer behaviour
(d’Astous 2000). The study also describes the theoretical foundation and the methodology
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proposed on the service environment and how that environment relates to subsequent cus-
tomer perceptions and behaviours. This new service quality model is apply named after its
creator Dr. Anthony Perrone and Associate Professor Antony Ward, long time service
quality author and researcher, Perrone and Wards (PAWs) model of Future Customer Beha-
viour.

This study investigated the service environment, which was empirically tested in a retail
setting, coffee shops and provides a greater understanding of consumer’s responses to cus-
tomer post purchase perceptions. From the review of the relating literature and its possible
impact on service quality, the outcome, as perceived by customers, identified a gap in existing
models on service quality. Therefore the research conducted addressed this gap by developing
then testing a new model on service quality by combining seven known service quality
constructs; product delivery, functional service quality and servicescapes and their prediction
of customer satisfaction, relationship strength, retention intentions and word-of-mouth.

In order to measure how the service environment relates to subsequent customer perceptions
and behaviours, the proposed model has three types of variables: service performance, post
purchase perceptions and future customer behaviour. The concepts of each variable are
provided as follows:

»  Customer perceptions of service performance provide service providers with a compre-
hensive assessment of their business operations, align performance measures, facilitate
communication with staff and their customers and provide feedback for training and
develop learning (Klenke & Trickey 2002). The three independent constructs associated
with service performance are product delivery (the product), functional service quality
(often referred to as customer service) and servicescape service quality;

* Post purchase perceptions indicate how customers reflect service performance in terms
of customer satisfaction and their perceived relationship with the service provider. There
are two mediating constructs associated with post purchase perceptions, customer satis-
faction and relationship strength;

* Future customer behaviour is measured by the intentions of customers’ to re-purchase
and future word-of-mouth behaviour. Service providers who can predict future purchase
behaviour, based on their relationships with their customer’s by reducing or eliminating
potential negative evaluations of their company, will reduce those customers’ intentions
to switch resulting in financial gains for their firms (Verhoef 2003). Retention intentions
and word-of-mouth communications made up the two dependent future customer beha-
vioural constructs reviewed.

The developed model detailed the relationship between the seven service quality constructs
in determining the predictive powers of future customer behaviour by;

* contributing to the marketing literature specifically relating to service quality and cus-
tomers post purchase behaviours;

» providing a practical element for the services industry with a model relating to improved
predictive relationships; and,

* as the review of the literature indicated, empirical evidence is lacking to indicate that
the use of the specified constructs are tested in service quality models that seek to predict
future customer behaviour.
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Service Quality

The review of the literature identified the extensive debate associated with service quality
due to the varying outcomes as informed in the literature with numerous adaptations to the
gap based SERVQUAL (Parasuraman, Zeithaml, & Berry 1988, 1985) model (Cui, Lewis
& Park 2003; Aldlaigan & Buttle 2002; Newman 2001; Cronin & Taylor 1994, 1992; Brown,
Churchill, & Peter 1993; Bitner 1990 and Carmen 1990). The significance of the services
industry has resulted in fierce competition among service providers (Brady, Cronin & Brand
2002). From an economic perspective, a service providers understanding of consumers
evaluative processes contributes to their profitability and market performance from future
customer behaviour (Zeithaml 2000; Rust & Zahorik 1993 and Koska 1990). From a social
viewpoint, however, service providers have the opportunity to contribute to a consumer’s
well being as their service is likely to impact on a customer’s quality of life (Sirgy 1996 and
Sirgy & Lee 1996).

Service quality has become an increasingly indispensable aspect for service providers in
managing a successful business operation in today’s competitive service market (Blose,
Tankersley & Flynn 2005 and Schneider, Holcombe & White 1997), with consumer’s per-
ceptions of the actual quality of the customer service delivered and received in relation to
the product often influencing a service provider’s service quality (Perrone 2009). Consumer
reactions to service quality can result in a number of positive benefits, such as:

* higher consumer retention rates;

+ attraction of new customers through word-of-mouth referrals;

» successful cross-sell and up-sell opportunities by service providers;
» service provider market share increases;

» improvements in staff morale and productivity;

» adecrease in staff turnover;

* reduction of operating costs; and,

» improved financial performance

(Duncan & Elliot 2004; Ranaweera & Neely 2003; Jamal & Naser 2003; Alexander, Dimitri-
adis & Markata 2002; Yavas, Bilgin & Shemwell 1997; Buttle 1996; Kim & Kleiner 1996
and Zahorik & Rust 1992).

Since the 1970’s service quality in the retail environment has provided marketers with a
vast field of research. Some researchers appear compelled to develop alternative conceptu-
alisations of the construct and to continue to study service quality (Al-Hawari & Ward 2006;
Broderick & Vachirapornpuk 2002; Soteriou & Stavrinides 2000; Sweeney, Soutar &
Johnson 1997; Dabholkar 1996; McAlexander, Kaldenberg & Koenig 1994; Lytle & Mokwa
1992; Gronroos 1984 and Haywood-Farmer 1988). The review of various service quality
models subsequently revealed that service quality outcome and measurement is dependent
on the type of retail setting, situation, time, and need factors. In developing this study’s
model, those models helped in understanding the complexity of service quality.

Additionally, customer’s expectations towards particular retail products are ever changing
with respect to factors such as; time, increase in the number of encounters with a particular
retailer, and the competitive environment (Guru, 2003; Sureshchander, Rajendran &
Anatharaman 2002; Silvestro & Cross 2000; Lasser, Manolis, & Winsor 2000; Gummesson,
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1998; Chang & Chen, 1998; Hallowell, 1996; Gammie, 1992; Cronin & Taylor, 1992 and
Leonard & Sasser 1982). Therefore marketers have been continually exploring ways and
means of producing a coherent framework for analysing retail environments (Gilboa & Rafaeli
2003).

The purpose of this research was to develop and define such an alternative model. The
proposed conceptualisation therefore draws on existing literature to develop a theory, which
represents a fusion of the current literatures. One reoccurring theme that continued to emerge
from the literature was the conceptualisation of service quality from a consumer’s perception
of two construct outcomes, product delivery and customer service (functional service quality
Gronroos 1990, 1982). This interaction is a critical part of the overall service product delivery
and essential to customers’ perception of service quality (Perrone & Ward 2006).

The combining of those two constructs and the addition of the servicescape construct
provided an informed measure of service performance in developing a new proposed service
quality model, PAWs Model of Future Customer Behaviour. Figures 1 and 2 shows the illus-
trated and structural model of future customer behaviour as developed for this study.
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Figure 1: PAWs Illustrated Model of Future Customer Behaviour
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Figure 2: PAWs Structural Model of Future Customer Behaviour

From the literature and the model as presented in Figures 1 and 2, one hypothesis was de-
veloped: H1 - How does service performance relate to customer’s post purchase perceptions
and future behaviour?

Method

A test instrument was developed for administration to patrons of coffee shops by trained
researchers. A total of 500 completed surveys were obtained from a random sample of par-
ticipants who were surveyed at ten different coffee shop locations. The test instrument used
multi-attribute measures, with each of the individual antecedents measured using a seven
point agree/disagree scale, that is, of the three independent variables, 8 items for product
delivery, 10 items for functional service quality and 16 items for servicescape service quality.
For the mediating variables, 5 items were used to measure customer satisfaction and 6 items
to measure relationship strength. The dependent variables of retention intentions used 3
items while word-of-mouth used 5 items. The scales developed for this study employed ex-
ploratory and descriptive research design methods in a two stage process with Stage 1 (ex-
ploratory), utilising focus groups and personal interviews, and Stage 2 (descriptive), using
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quantitative methods for the main data gathering by administering a structured self admin-
istered survey. The purpose of Stage 1 was to inform the construction of the test instrument
for Stage 2 (Kvale, 1996; Thompson, Locander & Pollio 1989 and Hudson & Ozanne, 1988).

Results

During data analysis descriptive statistics, Exploratory Factor Analysis (EFA) and Confirm-
atory Factor Analysis (CFA) were conducted. EFA and CFA are considered preliminary
processes prior to analysing research data using Structural Equation Modelling (SEM). As
a first step descriptive analysis was performed using the Statistical Package for the Social
Sciences software (SPSS), which prepared the data providing details describing a set of
factors for this study (Sekaran 2003). EFA followed the SPSS process leading onto the as-
sessment of the measurement model using CFA. The final step was the hypotheses testing
of the relationships using SEM, which was conducted using AMOS software. Pre-analytical
process of the data preparation ensured the data were complete and accurate by coding,
transcribing or the entering of the data into a computer database and accounting for missing
responses to further ensure the results could be meaningfully interpreted from the data
(Trochim 2003 and Malhotra 1999). Various tests were conducted including eliminating
tests for outliers, descriptive statistics of demographic variables, undertaking data transform-
ation and ensuring scale validity and reliability were additionally explored to ascertain a
better representation of the data (Sekaran 2003).

The model gave a highly significant result for both goodness-of- fit and R value. Table
1 provides statistics for nine fit indices when combined provided overall representation of
the compatibility between the data and the model. The R? informs how much of the variance
in a dependent construct is explained by the representative model. Those explained variances
are expressed in the form of percentages (Pallant 2005). Thus H1 is supported and was sig-
nificant at the p = 0.000 level.

Table 1: Goodness-of-fit and R’ for the model of Future Customer Behaviour

Goodness—of-fit indices | R® Constructs
CMIN/DF 254 RS 0.642
RMSEA 0.072 CS 0.719
GFI 0.71 RI 0.651
CF1 0.85 PWOM 0.433
NFI 0.77

TLI 0.84

Chi-square 28.80

PNFI 0.71

AIC 3168.564

Source: Developed for

this study.
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Discussion

The results show that PAWs model of Future Customer Behaviour gives an excellent rela-
tionship between the service performance constructs and the post purchase perceptions and
future behaviour constructs (adjusted R?>=RS 0.642, CS 0.71 9,R10.651 and PWOM 0.433).
This result gives a strong indication that PAWs model of Future Customer Behaviour in a
retail service setting of a coffee shop was an acceptable model and would therefore be a re-
liable model to use in the testing of other retail service settings. Thus, H1 is supported in
this context.

This research is limited by being a single test in a single service setting. In order to gener-
alise the results a large number of such comparisons will need to be conducted in a number
of service settings and industries. While there is face validity in supporting H1 in a retail
setting, this validity may not be able to be supported in other service settings, such as hospit-
ality, banking, etc. Thus, for future research there is a need for testing in a number of service
settings to establish those cases where the service performance variable is significant and
those where it may not be significant, and also to establish how the size of effect varies in
different situations.

This research is of much importance for the service industry as the significance and size
of effect on customer perceptions and future behaviours of service quality of the service
performance constructs has had little empirical testing. As no models were identified that
used the service performance independent constructs in the particular grouping with the
other service quality constructs. Therefore, this study has distinguished this model from
those presented in studies previously and ultimately playing, as a collective, a significant
role in the development of service quality perceptions as they are presented in this research
and thereby clearly having a significant effect on the customers overall perception and beha-
viours.
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