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EXECUTIVE SUMMARY 

This study was concerne~ with consumer dissatisfaction with 

the new car purchase. The objectives were: 

· To perform a comprehensive analysis of consumer behaviour 

with respect to new car purchases, and 

· To develop policy L~plications. 

These objectives were achieved by: 

· A review of the relevant literature, 

· A selective survey of professionals active in the auto-

mobile industry, and 

· A reanalysis of the CSD data base (the results of a 

Spring, 1979 survey of 3~OOO Canadian households about satisfac-

tion, dissatisfaction and complaining behaviour (CSD) regarding 

225 products and services, including new cars) . 

The research revealed numerous reasons for new car purchase 

d~ssatisfaction. Today's new car purchaser selects their vehicle 

by compar"ing the alternatives on pr .tce, fuel economy, quality, 

reliability, and servicing requirements. New cars, especially 

those of the North American manufacturers, failed on some of the 

most important of these attributes, including quality of materials 

and workmanship, warranty performance, and dealer servicing. 

The reasons for these failings were traced to: 

• A lack of e~phasis upon the quality of worklife in the plants, 

· An inability to quickly adopt advances in manufacturing 
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technolog y, 

• A reluctance to accept manufacturing goals of error-free 

operations and perfect products, 

· A lack of a societal emphasis upon pride and professional-

ism in the skilled trades and occupations, 

· The manufacturer-dealer relationship which encouraged 

dealers to prefer the more profitable and easily-managed retail 

work over warranty work, 

· Disagreement between manufacturers, dealers and purchasers 

over the interpretation of warranty clauses, 

The complexity of today's new car product, 

Insufficient dealer diagnostic capabilities, 

· Lack of new car owner adherence to maintenance schedules, 

Lack of service personnel training in human relations 

skills as well as current automotive technology, 

· A dealer emphasis upon saies as opposed to service, 

· An inability to account for the intangible aspects of 

customer satisfaction, 

· The large size and bureaucratic nature of automobile man-

ufacturer organizations which made upward communications difficult 

and responses slow, 

• A sales, financial and production orientation with a goal 

of shareholder satisfaction which predominated over a marketing 

orientation ~ith a goal of consumer and purchaser satisfaction, 

· The complexity of the automobile industry which made it 
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liable to breakdowns in manufacturer, dealer and customer 

communications, and 

· The publication of gas mileage ratings by the public sector 

resulting in unrealistic new car purchaser expectations. 

The research also revealed that the automobile industry generated 

a relatively higher level of complaints because: 

'. Consumers are highly involved in the new car purchase and 

cannot ignore even minor problems, and 

· The new car purchaser is distinguishable from the general 

population and shares demographic and socio-economic similarities 

with the complainer i.e. the small portion of dissatisfied con-

sumers who contact private and public sector ,organizations. 

Numerous prescriptions for responding to new car purchase 

dissatisfaction by the dealer were listed with respect to salesforce 

activities and servicing. The principles underlying these pre

scriptionswere that the dealer: 

• Adopt a marketing as opposed to a sales orientation, 

· Adopt -a long-term versus shor~-term perspective, 

· Ensure open communications in the pealer ship between the 

customer and service technician, and 

· Appreciate the problems inherent in the servicing area. 

Various prescriptlons for responding to new car purchase 

dissatisfaction by the manufacturer were listed with respect to 

servicing, quality control in manufacturing, quality of worklife, 
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consumer affairs units, marketing research, internal communications, 

and warranty support. The principles underlying these prescrip-

tions were that the manufacturer: 

Adopt a marketing orientation as opposed to sales and 

production orientations, 

• Improve internal and external communications, 

· Account for the intangible nature of long-term consumer 

satisfaction, and 

· Recognize and account for major proble~ areas related to 

quality of product and workmanship, servicing, and warranty 

performance. 

Several prescriptions for responding to new car purchase 

dissatisfaction by the public sector were listed with respect to 

government-industry cooperation and consultation, improvement in 

the quality of worklife, assistance to the industry in adoption 

of current manufacturing technology, usage of marketing research, 

and advocacy actions. The principles underlying these prescrip-

·tions related to: 

Facilitation of industry attempts to increase consumer sat-

isfaction, 

• Monitoring industry results in increasing consumer satisfaction, 

• Assuming an advocacy role when industry attempts and results 

were. not satisfactory. 
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Chapter 1 

INTRODUCTION AND OVERVIEW 

1.1 Introduction 

To determine the scope and importance of consumer problems, 

the Consumer Research and Evaluation Branch of Consumer and 

Corporate Affairs Canada commissioned a series of studies on 

consumer satisfaction and dissatisfaction (CSD). The first study 

in this series was by Dr. Stephen B. Ash, University of Western 

Ontario, who provided results concerning a wide range of products 

d ' b f h d' , 1 an serVlces over anum er 0 purc ase lmenSlons. Respondents 

from over 3,000 Canadian households were interviewed in Spring, 

1979, and asked questions about their satisfaction or 

dissatisfaction with 225 categories of products and services. 

The categories were basically classified as food and clothing, 

durable products and services. 

The remaining studies in the series were commissioned as "a 

result of Dr. Ash's study, other sources of information and 

Departmental priorities. The studies were designed to focus upon 

the new car purchase, automobile repairs, house purchase, home 

repairs, and .appliance purchase. 

One result in Dr. Ash's study was that 21.8% of those who 

purchased a new car in the previous three years were either 

"Somewhat" or liVery Dissatisfied". 2 This proportion ranked 



2 

second highest among 13 categories of cars and other 

transportation items, second highest among 72 durable products, 

and fourteenth highest among all products and services in the 

survey. Dr. Ash concluded his study by categorizing the new car 

purchase as being among "the most serious consumer problems".3 

1.2 Research Objectives 

This research report is concerned with consumer 

dissatisfaction with the new car purchase. The objectives of the 

study were: 

To perform a comprehensive analysis of consumer behaviour 

with respect to new car purchases involving: 

A review of the relevant literature and a description of 

the industrial structure and institutional framework: 

An extensive analysis of the existing CSD data base: 

A selective survey of professionals active in the 

industry: and, 

To prepare a summary research report concisely delineating 

the analysis and developing policy implications. 

1.3 Methodology 

In order to attain the research objectives, the following 

research was conducted: 

Literature Review. Over 250 articles and monographs Were 

identified and reviewed. This literature dealt with the 



,I 

1'-
fl 
i;~ 

fl l, ,7 

!I , It:~ 

II 
L':.' 

I' 
~ 
l~ , 
,I 

" I 
I 
l' I' II If 
I.-

[~ 

3 

f 11
' . . 4 

o ow~ng top~cs: 

The new car purchase process, 

Consumer satisfaction/dissatisfaction with the new car 

purchase, 

Consumer satisfaction/dissatisfaction and complaining 

behaviour, 

The automobile industry, 

Automobile industry responses to new car dissatisfaction, 

and 

Consumer redress and protection mechanisms. 

Survey of Industry Professionals. Over 40 letters of inquiry 

were addressed to: 

The automobile manufacturers, 

Automobile importers, 

Automobile industry associations, 

Automobile owner associations, 

Consumer associations, 

Better Business Bureaus, 

Provincial consumer protection offices and departments, 

and 

Marketing and consumer behaviour researchers, 

Further to these inquiries, personal interviews were conducted 

with representatives of the: 

Motor Vehicle Manufacturers' Association, 

Federation of Automobile Dealer Associations of Canada, 
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General Motors of Canada Ltd., 

Ford Motor Company of Canada, Limited, 

Consumer and Corporate Affairs Canada, and 

Ten automobile dealers throughout Ontario and Quebec. 

Analysis of the CSD Data Base. Further to the results of 

Dr. Ash's original study, additional analyses were made of the 

CSD data base. These analyses concerned: 5 

and 

The profile of the new car purchaser, 

The importance of the new car purchase, 

Satisfaction/dissatisfaction with the new car purchase, 

Complaining behaviour of dissatisfied new car purchasers. 

1.4 Limitations 

The methodology described above is known as exploratory 

research and is subject therefore to all of the limitations of 

this form of research. 6 For example, the literature review is 

subject to lack of timeliness and the fact that the studies and 

papers reviewed were conducted or prepared for' other purposes. 

In recognition of this limitation, every attempt was made to have 

several supporting independent studies to support the conclusions 

or observations made herein. 

While letters of inquiry were sent to an exhaustive list of 

industry professionals, the personal interviews were conducted on 

a selective basis. While the observations and conclusions 
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subsequently drawn were consistent with at least a portion of 

these professionals, they are subject to certain biases, such as 

a regional bias. 

Third, the CSD data base was generated to study a broad 

cross-section 'of products and services. As such, it is limited 

in its ability to generate information about only one of the 225 

products and services in-the total study. In particular, the 

sample size of dissatisfied new car purchasers was relatively 

small and estimates of population proportions are therefore 

subject to a high degree of sampling error and relatively large 

confidence intervals. 

Finally, the automobile industry is large and complex. A 

complete understanding of this industry could not be achieved in 

a lifetime of research. 

1.5 Overview of the Research Report 

Chapter 2 is based upon a review of the car purchase 

literature. Numerous studies have been made of the automobile 

purchase process and these studies were reviewed for anY'insights 

they provide into explaining new car pur'chase satisfaction and 

dissatisfaction. 

The objective of Chapter 3 is to focus upon studies dealing 

specifically with consumer satisfaction, dissatisfaction and 

complaining behaviour (CSD), and particularly those related to 

the new car purchase. These studies in total generated 
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perspectives into new car CSD, both relative to other products 

and services, as well as specific to the new car purchase. 

Having identified reasons and rationale for new car purchase 

dissatisfaction, Chapter 4 then attempts to identify the reasons. 

Features of the automobile industry which appeared dysfunctional 

to the new car purchase are discussed in detail. 

The final Chapter prescribes numerous responses to new car 

purchase dissatisfaction. In that many consumer problems 

originated with actions (or lack of action) by manufacturers and 

dealers, the majority of prescriptions are directed to members of 

.these groups. Public sector prescriptions are also provided, but 

mainly directed at facilitating and assisting, and monitoring the 

automobile industry in solving its own problems. 
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Footnotes 

IStephen B. Ash, Consumer Satisfaction, Dissatisfaction and 

Complaining Behaviour: Major Findings and Directions for Action 

(Ottawa: Consumer Research and Evaluation Branch, Consumer 

Bureau, Consumer and Corporate Affairs Canada, May 1980). 

2Ibid ., p. 38. 

3Ibid ., p. 20. 

4The content of the majority of articles and monographs 

reviewed was subsequently summarized in four annotated 

bibliographies labelled "Automobile Purchasing Behaviour", 

IIConsumer Satisfaction/Dissatisfaction", liThe Canadian Automobile 

Industry", and "Responses to Consumer Dissatisfaction with the 

New Automobile Purchase", all dated March, 1982. Copies are 

available from the author of this research report. 

S Bee Stephen J. Arnold, "Correlates of New Car Purchase: 

Additional Analyses of the CSD Data Base" (School of Business, 

Queen's University, Kingston, Ontario, February, 1982). 

6For a discussion of the strengths and limitations of 

exploratory research, and especially usage of secondary data 

sources, see Gilbert A. Churchill, Jr., Marketing Research: 

Methodological Foundations, Second Edition (Hinsdale, Illinois: 

The Dryden Press, 1979), pp. 48-53 and 128-131. 
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Chapter 2 

THE NEW AUTOMOBILE PURCHASE PROCESS 

2.1 Introduction 

In this Chapter, a perspective is established from which 

consumer satisfaction/dissatisfaction can be viewed. It is based 

upon a literature review, the purpose of which was to identify 

elements of the purchase process which might explain consumer 

satisfaction and dissatisfaction. 

As a result of this review, it was concluded that the 

following topics have relevance for understanding consumer 

satisfaction and dissatisfaction: 

· Characteristics of the new car purchaser, 

• New car attributes, 

· Product involvement and self image, and 

· Post-purchase loyalty and switching behaviour. 

Each topic will be discussed in turn. 

2.2 Characteristics of the New Car Purchaser 

At least three studies revealed that the new car purchaser 

can be differentiated from the gene~al population. In the U.K., 

1971 and 1972 household samples revealed that the new car 

purchaser has a higher socio-economic status, greater 

self-confidence, and higher new car purchase expectations. l 

In Canada, the reanalysis of the 1979 Ash/CSD data base 
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showed that purchasers of a new car, compared to the total 

sample, tended to: 

1. Be married but less likely to be separated, widowed or 

divorced, 

2. OWn their home and be less likely to rent, 

3. Have higher household incomes, 

4. Be employed full or part-time outside of the home, 

5. Participate more in activities such as tennis 

or skiing, 

6. Attend plays more often, 

7. Belong more to business or job related groups, and 

8. Have read consumer or news magazines in the past 

three months. 2 

Purchasers of a new car, however, could not be further 

distinguished from the total sample in terms of community size, V 

sex, age, household size, number of children in household, or 

educational level. 

The third study was conducted ip the U.S. and showed that the 

proportion of households which bought a new car and also already 

owned two or more cars increased from 2 out of 3 households in 

. 3 
1976 to 3 out of 4 households in 1980. 

In total, these studies show that the new car purchaser is 

affluent, involved, and self-confident. As will be found in the 

next chapter, however, these characteristics are also those of 

the complainers, or those dissatisfied purchasers who complain to 
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dealers, manufacturers, or consumer protection agencies. This 

similarity suggests that complaining behaviour among new car 

purchasers, relative to products and services where the purchaser 

cannot be similarly distinguished, will be overstated. In other 

words, new car purchasers also tend more to be complainers and 

complaint statistics of cars vs. other products must be adjusted 

downwards accordingly. 

2.3 New Car Attributes 

In understanding consumer dissatisfaction with the new car 

purchase, it was found useful to identify those automobile 

attributes or characteristics which consumers use in selecting 

their new car from the various alternatives within a size class. 

It was hypothesized that dissatisfaction will occur if a new car 

fails to meet its purchaser's expectations on these attributes. 

Furthermore, .the degree of dissatisfaction will be proportionate 

to t.he degree of importance attached to the attribute. 

This section surveys a number o,f studies to identify the 
. , 

attributes consumers consider in pur~hasing a new. car, as well as 

identify those attributes which are most important. The relative. 

importance of different attributes to different market segments 

is also discussed. 
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2.3.1 Fuel Economy 

Fuel economy ranked as an important purchase attribute. As 

indicated in Table 2.1, this attribute was included in most of 

the reviewed studies and generally was significant or of high 

rank. In addition, automobile industry executives felt it was 

4 one of the consumer's greatest concerns when buying a new car. 

Fuel economy was not always an important attribute to new car 

·purchasers. In examining Table 2.1, it can be seen that although 

fuel economy was considered important enough to be included in 

many studies, it was only in recent years that it became highly 

ranked. The Hogarty study of the 1957-71 model year cars, for 

example, found fuel economy nonsignificant in explaining price 

variations. In the later studies, however, it is evident that 

fuel economy was consistantly of greater importance or 

significance. This result is probably due to the rapid increase 

in fuel prices since 1974, which forced consumers to become more 

fuel-conscious. 

2.3.2 Purchase Price 

Almost all studies listing car attributes included 

purchase/list price, either as an independent or dependent 

variable. An examination of Table 2.1 reveals that price, which 

includes related aspects such as trade-in value and required 

financing payments, is generally of high importance. For this 

reason, price is considered a major attribute in the new car 
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Table 2.1(a) 

Signif~cance of Car Choice Attributes l 

Year of 
Source Sample 

Triplett 1960-65 
(1968) 

Hogarty 1975-71 
(1975) 

Farley, 1969 
HONard & 
weinstein 
(1974) 

Chatelaine 1973 
(1973) 

Gutman & c.1974 
Marcus 
(1974) 

Morris 1974 
(1978) 

lDve & 1976 
Train 
( 1979) 

Manski & 
Shennan 
(1900) 

1976 

Sample 

U.S. 
4-door 
sedan 
rrodels 

992 
American 
pLoduced 
car nodels 

225 Denver 
sm-can-
pact 
h.l~rs 

1615 
O1atelaine 
smscribers 

114 car 
cwners 

124 U.K. 
auto 
models 

U.S. 
neN 

. car 
h.l~rs 

'1200 
U.S. 
house
holds 

445 
U.S. 
house
holds 

Analysis 

Regression 
on 

Price 

Regression 
on 

Price 

Intention 
to pur-
chase 
correlations 

2nd car 
purchase 
feature 
% Irentions 

Q..mlity 
rating 
correlations 

Regression 
on list 
price 

Mllti
nanial 
legit 
choice of 
10 car 
types 

Mllti
nanial 
legit 1-
vehicle 
choice 

Multi
nanial 
legi t 2-
vehicle 
choice 

Attribute 
FUel Purchase 
Econ~ Price 

Criterion 

N.S. Criterion 

2/8 8/8 

4/8 1/8 

Quality 
Perfonn

ance 

N.S. 
(H. P.) 

* 
(H. P./ 
....-eight) 

4/8 

8/8 

6/6 
1/6 

(\&.Drkrranship) 

* Criterion 

* 
(cost/ 
incane) 

* 

* 

N.S. 
(acceleration 

0-00 mph) 

N.S. 
(H. P./ . 
\\eight x 
Age 

* 
(acceleration 

0-60 mph) 

* 
(acceleration 

0-60 mph) 
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t·r 

Source 

Agarwal & 
Ratchford 
(1900) 

BBJgs & 
Caardell 
(1900) 

Boyd & 
Mel1.rran 
(1900) 

Auto
ITDtive 
News 
(Jt.me 
30, 1900) 

Year of 
Sample 

1976 

1977 

1977 

1977 

c.1900 

Kennedy & c .1900 
Thirke11 
(1981 ) 

14 

Table 2.1(a) (continued) 
Significance of Car Choice Attributes 

Sample 

225 
N.Y. 
neN car 
wyers 

Ba1t:imore 
area 
house-
holds 

153 
auto 
ITDdels 

153 
auto 
rrode1s 

Wright 
State 
University 
p::>ll 

985 naN 
. car 
canadian 
purchasers 

Attribute 
FUel Purchase Perfonn-

Ana~~l~y~s~i_s ________ ~E_OO~n~amy~ __ ~P~r~i~c~e ____ ~Q~u_a~l=i~t~y _____ an __ c_e __ 

Hedonic 
Demand 

M.l1ti
nania1 
logit 
choice of 
sre11est 
car 

Randan 
coeffic
ients 
logit 
(Hedonic 
danand) 

Hedonic 
danand 

Imp::>r-
tance 

Attriwte 
rrean 
levels 

* 

* 

1/5 

1/10 

Criterion * 
(passihg 

N.S. 

* 

2/5 

tline) 

* 
(acceleration) 

5/5 

8/10 
(ma.terials) 

6/10 
(\\Orkrranship) 

* 

4/5 

10/10 . 
(pickup 
accelera-:
tion) 



I 
L 

l
I 

15 

Table 2.l(b) 

Significance of Car Choice Attributes 

Attribute 
Operating Interior I Source 

tJ 
_____ s_t~y __ l_i_n .... g'___ __ H_an_d_l_i_ng""_ __ Servicing Costs Space Safety' Reliability 

I Triplett 
, (1968) 

[i;!. 

J~~Y 

, 
" I 
b., , 
I 
J 
J 
I 
• -
~ 
-

Farley, 
HOffcird & 
Warnton 
(1974) 

Chatelaine 
(1973) 

Gutman & 
Marcus 
(1974) 

Morris 
(1978) 

Lave & 
Train 
(1979) 

Manski & 
Shennan 
(1900) 

Manski & 
Shennan 
(19OO) 

Agarwal & 
Ratchford 
(19OO) 

3/8 
(Ap~ar-
ance) 

5/8 

6/7 

N.S. 
(ma.noeuv-
vability) 

6/8 
(Hard
ness to 
Drive) 

2/8 
(ma.noeuv-
ability) 

2/7 

* 

6/8 

* N.S. 

7/8 1/8 5/8 

3/8 

4/7 

(Interior 
Confort) 

7/8 

5/7 
(overall 

N.S. * 
(# of 
seats) 

N.S. * 

N.S. 

(excess 
seats) 

N.S. 
(excess 

seats) 

* 
(rear leg 

ro:m) 

3/7 
(durability) 

confort} 
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Table 2.1 (b) (continued) 

Significance of Car Choice Attributes 

Attribute 
. Operating Interior 

Source Styling Handling Servicing Costs Space Safety Reliability 

Beggs & 
Ccrn};bell 
(1900) 

Boyd & . 
Mellnen 
(1900) 

Cardell & 
Dtmbar( 1900) 

Autanotive 
News 
(1900) 

Kennedy & 
Thirkell 
( 1981) 

* N.S. 
(length 
+ width 
~ height) 

7/10 
(ride & 
handling) 

* 

* 
(fr~ 
quency of 
repair) 

4/10 
(non
\lB.rranty 
repair 
visits) 

2/10 
(service, 

repairs 
done 
When 

pranised) 

* 

3/10 
(mainten
ance costs) 

N.S. 

* 

9/10 
(interior 
canfort) 

Notes: 
1. Rankings, where given, refer to the subset of attributes 

listed in this tabie. 

* Attribute significant at the 0.95 confidence level 
N.S. Attribute not significant at the 0.95 confidence level 

Attribute not considered in study 
Criterion: Attribute was the criterion or dependent attribute. 

Sources: 
Jack E. Triplett, "Automobiles and Hedonic Quality 

Measurement," Journal of Political Economy 77 (1968):408-417. 

3/5 

5/10 
(days 
withoot 

cars because 
of repairs) 
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purchase process. 

Despite this conclusion on the importance of price, it is 

recognized that its importance varies under different 

circumstances. For example, Stewart and Cochrane suggested that 

price is not a significant factor if consumers believe that price 

competition is absent (leading them to assume that a long search 

for a low price is not worth the effort).5 This view is supported 

by a Chrysler executive who stated that consumers are willing to 

pay for what they want so as long as the price is not too 

unreasonable. 6 On the other side of the issue, however, is a 

survey by the University of Michigan Institute for Social 

Research where it was found that high prices are a deterrent to 

the purchase of a new car and that the market is 

pr ice-sensi tive'. 7 The increased usage of car rebates by 

manufacturers also implies that price is an important factor in 

8 the new car purchase. 

Certain market s'egments are especially price sensitive. For 

example, th~ee independent studies phowed that households with 

high incomes are more willing to pay higher car prices.~ In 

another study, the demand for compact, intermediate, and 

full-size cars appeared more price sensitive than the demand for 

sub-compact and luxury cars. 10 

In addition to the actual purchase price, other price-related 

attributes were found important. The decision to sell an 

.. .. fl db' d' 1 11 eX1st1ng car 1S 1n uence y 1tS tra e-1n-va ue. Furthermore, 
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evidence presented in a u.s. study suggested that rising new car 

prices could be offset by varying the down payment, interest rate, 

monthly payment, and contract maturity.12 

Although price is concluded to be an important attribute, its 

real role in consumer satisfaction may be related to its role as 

a quality surrogate. A new car buyer will only.become 

dissatisfied with price to the extent that he paid more, was 

expecting more, but was disappointed. For example, Adler and 

Hlavacek found that the acceptable maximum repair cost is 

d · . 1 d' lId . . 1 . 13 lsproportlona an lnverse y re ate to orlglna prlce. Thus, 

poor performance on the other attributes will lead the consumer 

to believe that he paid too much. 

2.3.3 Quality 

A third major purchase consideration is car quality. Quality-

related attributes (such as "value for the moneyll and IIfit and 

finish"), were becoming more highly-rated attributes, 14 

presumably as consumers held their'~ars for longer periods of 

time. 

As implied, quality was not always an important attribute in 

. the new car purchase. In fact, it has been postulated that 

during the 1960's the emphasis was on size, power, comfort, and 

extra features, not on craftsmanship. 15 During the late 1960's 

and early 1970's, however, consumers began to concentrate more on 

car quality and IIfit and finish" (Le. superb fit and joinery, 
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high quality paint and finish). Further evidence supporting the 

growing concern of consumers for car quality was found in a 

British study where it was concluded that because British cars 

offered less overall value than imported cars, th~ foreign share 

of the U.K. automobile market was increasing. 16 

2.3.4 Performance 

Car performance, as measured by horsepower and acceleration, 

was considered in the majority of studies listed in Table 2.1. 

Some studies, such as that by Manski and Sherman, found car 

performance to be a highly significant attribute. While other 

studies found this attribute to be non-significant or 

lower-ranked, the frequency of mention suggests it is of least 

medium importance. 

2.3.5 Sty+ing 

Styling was included in only a few of the studies in Table 

2.1 which examined automobile attributes. However, with the . . 
exception of the Boyd and Mellman study, it did not rank highly, 

perhaps because of d.ifficul ties in measurement. 

2.3.6 Handling 

The handling or ease of manoeuvrability of a car was found 

to average out to medium importance among those studies in which 

it was ranked (see Table 2.1). Only in the Agarwal and Ratchford 
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study was this attribute highly significant. 

2.3.7 Servicing 

A few of the studies in Table 2.1 ranked service-related 

characteristics such as the frequency of repair. On the basis of 

these studies, it appeared that these attributes were gaining 

importance in recent years. In the recent Kennedy and Thirkell 

study, for example, aspects of servicing as well as features of 

the new car warranty headed the list of attributes studied. 

Other recent studies not listed in Table 2.1 concentrated soley 

on service aspects and warranty features, also underlining the 

emerging importance of this category of attributes. Servicing 

characteristics such as prompt work, availability of parts, a 

good price, and having the job done correctly are of concern to 

consumers. The number, frequency, and type of repairs covered by 

the warranty is also of high importance. 

2.3.8 Operating Costs 

A car's expected operating costs, in addition to fuel 

expenditures, are also important to new car purchasers. 

Expenditures for insurance, upkeep, taxes, maintenance, and other 

running costs are a significant portion of the total cost of 

owning a car. This is verified by a number of studies in Table 

2.1, where operating costs averaged out to be of medium 

importance. 
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2.3.9 Interior Space 

The space inside a car (which is somewhat related to its 

size) includes aspects such as interior comfort and seating 

capacity. Although the relative importance or significance of 

this attribute varied in the studies listed in Table 2.1, it was 

concluded that a carls interior space was a meaningful 

consideration in the new car purchase process. 

2.3.10 Safety 

Safety is an obvious concern for any new car buyer. However, 

as indicated·in Table 2.1, it was not often considered in the 

studies of consumer demand. Despite a recent study which showed 

car makes differ in their collision protection, 18 it is possible 

that the majority of consumers do not accept it as significant 

attribute because they cannot accept that they would be involved 

in an accident. 

2.3.11 Reliability 

Because car owners tend to keep new .cars longer, automobile 

reliability and durability are important attributes. Table'2.1 

reveals that in the few studies where car reliability was ranked, 

it tended to be relatively highly ranked. 
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2.3.~2 Conclusions 

This section has focussed on car attributes of concern to the 

new 'car purchaser. While differences were observed to exist 

across market segments, the following are concluded to be 

high-ranking attributes for consumers in today's new car market: 

Purchase price, 

Fuel economy, 

Quality, 

Servicing, and 

Reliability. 

This list will be useful for understanding consumer satisfaction 

and dissatisfaction. 

2.4 Product Involvement and Self-Image 

The new car purchase is of considerable importance to the 

purchaser. For example, in the 1979 Ash/CSD survey, it was found 

that 93.3% of new car buyers ranked their purchase as "highly 

important".19 This proportion rank~d the new car purchase second 

highest behind the single family or' duplex house purchas'e (97.3% 

rating "highly important") among the 225 products and services 

considered in the 1979 survey. When it is recognized that a 

house purchase is made less frequently and by a smaller portion 

of the population (18.5% purchased a single family or duplex 

house in the past three years vs. 29.8% for a new car),20 the new 

car purchase then is the most important purchase for many 

f 
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Canadians. 

There are several reasons for the high importance attached to 

the new car purchase. The consequences of buying a new car 

extend into the medium to long term for the consumer in addition 

to it being an infrequ~nt activity. Consumers also perceive 

considerable financial risk as well. 

Perhaps the greatest reason for the high importance attached 

to the new car purchase is that automobile models develop very 

b d · 21 strong ran lIDages. Furthermore, a very large portion of the 

classic marketing literature exists to show that consumers strive 

to maintain consistancy between their car image and their own 

lf . 22 se llTIage. The new car purchase is a very visible expression 

of self. As Martineau noted: the car not only has mechanical, 

practical and transportation meanings, but it is also a form of 

self-expression. 23 The car is what we are or what we would like 

to be, it implies our status, and it implies personal mastery. 

Consumers are very involved in their car purchase. 

There are several implications pf this high importance, high 
. , 

involvement nature of the new car purchase. First, the new car 

purchase is subject to high levels of what is referred to as 

post-purchase dissonance. 24 No one car is perfect on all 

attributes and the new car purchaser needs a great deal of 

reassurance that he or she has made the right choice. For 

example, it has been revealed in several marketing studies how 

consumers after purchase read more ads for their own car and 
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dealer than they did of other cars. 25 New car buyers need a 

great deal of positive reenforcement and when they don't get it 

after the purchase or problems arise during the warranty period, 

their dissatisfaction can be magnified. They need a great deal 

of positive reinforcement to take them through a difficult period 

and help them to decide or confirm they made the right choice. 

The importance of this reassurance was found in a study by 

Donnelly and Ivancevich who found that the supportive information 

after the purchase led to less backout on the deal. 26 

The second implication of the high consumer involvement in 

the new car purchase and its relationship with self image is that 

consumers cannot associate themselves with cars' which do not have 

a positive image. To the extent that a manufacturer develops a 

questionnable market image, it will have a detrimental effect 

upon sales. This is very important to the North American 

manufacturers, for as will be revealed in the next chapter, cars 

from these manufacturers are consistently rated lower than 

imported cars. At some point, patr~otism will be set aside and 

consumers will switch to the imported cars. 

The third implication of high consumer involvement with the 

new car purchase is that it is obviously very susceptible to 

generating above average levels of complaints. That is, the 

nature of the product is such that even though it might be 

equally as "good" as another product of service of less 

involvement, it will simply generate above average levels of 
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dissatisfaction and complaining behaviour. This is supported by 

by Czepiel and Rosenberg who argued that appliances, automobiles 

~and furniture generated more complaints simply because of their 

relatively high costs and psychological importance. 27 This 

finding would also seem consistent with the Ash study, where 9 

out of 12 "Group A priority" categories involved the car or 

home,28 and the whole direction of Phase 2 of the consumer 

satisfaction/dissatisfaction research program (CSD II) where 4 

out of the 5 areas of concentration also involve either the house 

or the automobile. In summary, a relatively high level of 

dissatisfaction and complaining behaviour among automobiles 

relative to other products and services is not necessarily an 

indicator that the automobile purchase is a major consumer 

problem. The most minor problems (and problems will occur 

because of the complexity of the product, and everyday usage 

under a variety of conditions), will be immediately evident and 

will not be able to be overlooked. 

2.5 Post-Purchase Loyalty and Switching Behaviour 

A final element of the automobile purchase literature is 

useful in understanding the consequences of consumer 

dissatisfaction with. the new car purchase. This is the 

assimilation/contrast effect where consumers tend to become 

either very satisfied or else .very dissatisfied with their new 

car purchase. 29 
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As explained in the previous section, the nature of the new 

car purchase is such that consumers are very attuned to 

rationalizing their choice. They look for every piece of 

information to support their decision and reduce post-purchase 

dissonance. If all goes well, they will then tend to make the 

same choice again on a future occasion. For example, in Engel's 

study, it was found that 60% of recent Chevrolet buyers had owned 

a Chevrolet before . 

However, to the extent that problems arise, there is a point 

above which consumers fall the other way and every minor incident 

becomes magnified. And, of course, the intentions to repurchase 

from the same manufacturer or dealer will then systematically 

decline as McNeil and Miller found as follows: 31 

Intentions to Purchase 

Experience Manufacturer Dealer 

no troubles 62% 80% 

some troubles 48 47 

Switching behaviour is not the only consequence of 

post-purchase dissatisfaction. Givens cites a "black hole" 

effect where buyers once lost to the import manufacturers are 

lost forever. 32 Again, a dissonance explanation is involved 

where the purchaser, who would prefer to either "buy Cariadian" or 

"buy American", has to do a great deal of rationalization to 
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support their import choice. Once gone then, they are almost 

impossible to bring back. 

The final consequence of post-purchase dissatisfaction is the 

strong word-of-mouth influence on other purchasers. For example, 

McNeil and Miller found that among those who had no troublesome 

experience, 59% made positive recommendations to others of which 

one third took their advice. 33 Of those purchasers who had 

trouble or delay, 71% gave no positive recommendations and 41% of 

these actually advised another not to buy from the dealer. 

Clearly, consumer dissatisfaction can have a mUltiplying effect. 

2.6 Conclusions 

Today's new car purchaser selects their vehicle by comparing 

the alternatives on price, fuel economy, quality, reliability, 

and servicing requirements. Dissatisfaction will occur if a new 

car fails to meet the purchaser's expectations on these 

attributes. Also important are performance, handling, styling, 

operating costs, interior space, and safety (Section 2.3). . . 
Post-purchase followup by the manufacturer and dealer is 

critical to ensuring consumer satisfaction. Post-purchase 

dissonance is especially great with the new car purchase and 

consumers not only need a great deal of help in rationalizing 

their choice but will also be acutely sensitive to any problems 

or difficulties they encounter in the post-purchase period 

(Section 2.4). 
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I 

The new car purchase tends to generate a higher degree of 

dissatisfaction and complaining behaviour relative to other 

products and services, not because of any greater failing by the 

automobile industry, but simply because of the nature of the 

product itself and associated purchasing behaviour. The new car 

purchase to many consumers is the most important purchase they 

make and all are highly involved, not only because of its 

everyday and long-lasting significance, but because of its 

relevance to self. If problems occur, this product, unlike 

others, cannot be ignored or easily discarded (Section 2.4). 

The new car purchaser is also distinguishable from the 

general population and shares similarities with the complainer in 

their high socio-economic status and degree of community 

participation. In other words, there is a greater proportion of 

complainers among new car purchasers than in the general 

population (Section 2.2). 
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Chapter 3 

CONSUMER SATISFACTION, DISSATISFACTION AND COMPLAINING BEHAVIOUR 
REGARDING THE NEW CAR PURCHASE 

3.1 Introduction 

In the previous chapter, an overview was made of the 

automobile purchase process. Numerous studies were reviewed 

regarding various aspects of the new car purchase. An attempt 

was made to highlight elements of the purchase process which 

might explain consumer dissatisfaction. 

The objective of this chapter is to focus upon studies 

dealing with new car purchase satisfaction, dissatisfaction, and 

complaining behaviour. As will be revealed, various surveys have 

been conducted which compare new car satisfaction with the 

satisfaction associated with other products and services. Other 

surveys consider only the automobile purchase. Thus, in total, 

these studies examine automobile satisfaction on both a relative 

and absolut~ basis. 

This chapter first provides a conceptual framework for 

organizing and presenting the various studies. Subsequent 

sections of this chapter then consider studies relevant to each 

component of the conceptual model. These elements are consumer 

experience and expectations, objective and perceived product 

performance, consumer satisfaction and dissatisfaction with the 

new car purchase, and consumer complaining behaviour following an 
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unsatisfactory new car purchase. 

3.2 Conceptual Framework 

Various conceptual frameworks exist to explain consumer 

satisfaction, dissatisfaction and complaining behaviour. l An 

integration of these frameworks is presented in Figure 3.1, a 

process model following the precedents set by Day, Gilly, and 

others. 2 The elements of this model and related studies are 

examined in turn. 

3.3 Consumer Experience and Expectations 

The consumer enters the car purchase process with some 

degree of prior experience and with specific needs. Experience 

is further qualified by 'word-of-mouth, manufacturer's reputation 

and advertising, as well as prior levels of satisfaction/ 

dissatisfaction and the consequences of any previous complaining 

behaviour. 

As a result of this experience! the consumer develops 

varying expectations with respect to a new car purchase. These 

expectations mayor may not be realistic, depending upon the 

adequacy of the information available to the consumer. Day has 

further classified these expectations as those not only 

concerning the anticipated benefits from the car performance but 

also expectations regarding anticipated monetary and shopping 

costs as well as the expectations of the anticipated impact of 



---? Consumer 
Experience 

Consumer 
Expectations 

39 

Satisfaction 

and 

Dissatisfaction 

,Complaining 

Behaviour 

Figure 3.1 

Product 

Performance 

1 
Perceived 

Product 
Performance 

A Process Model of Consumer Satisfaction, 
Dissatisfaction and Complaining Behaviour 

\.' 
" 



40 

the car purchase on others. 3 

'One indication of consumer expectations is found in a study 

by Miaoulis and O'Brien conducted on two occasions among a 

4 Dayton, Ohio panel of households. Selected results are as 

fOllows: 

Question/Response 

Best over all subcompact? 
American 
Japanese 
Other foreign 

Most reliable subcompact? 
American 
Japanese 
Other foreign 

1980 

20% 
35 
45 

100% 

22% 
33 
45 

100% 

1981 

22% 
54 
24 
100% 

24% 
49 
27 

100% 

Thus, at least as far as subcompact cars are concerned, consumers 

enter the purchase process with a relatively low regard for 

domestic cars and a growing, high regard for the Japanese 

imports. 

Another study which examined consumer expectations is found 

in Thirkell's doctoral dissertation. 5 In his research, Thirkell 

sampled 1979 and 1980 new car buyers from British Columoia, 

Manitoba, Ontario and Nova Scotia who recently bought either a 

Chevette, Malibu, Impala or Camero from a General Motors dealer. 

Expecta~ions with respect to 20 specified product attributes 

generated from previous automobile surveys and in consultation 

with the cooperating automobile manufacturer were obtained on 

5-point semantic differential scales ranging from "Poor" to 

" . 
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"Excellent". The results for the four automobile makes are found 

in Ftgures 3.2 through 3.5. With the Chevette presumed to be the 

compact car, the Malibu the intermediate, the Impala the 

full-size, and the Camaro a "sports" car,6 several observations 

about consumer expectations could be made. 

The highest levels of expectations were associated with 

service-related attributes. Consumers held the highest 

expectations with respect to their beliefs that they would spend 

few days without their vehicle, that service and repairs would be 

done when promised, that service people would have the right 

attitude, and that service people would understand consumer 

problems. Following the consumer model postulated in Section 

3.2, it would therefore be expected that failures in these areas 

will generate the highest levels of consumer dissatisfaction. 

At a more intermediate expectation level were attributes 

related to nonwarranty and warranty repair visits. The warranty 

attributes were concerned with warranty repairs being correct the 

first time, that warranty repair visits will be satisfactory~ 

and that there will be few repair costs not covered by warranty. 

At a lower level of expectation were attributes concerned 

with product quality. Across all four makes and sizes of 

automobile, consumer expectations regarding quality of materials 

and quality of workmanship were in the bottom half of the 

rank-ordered list of attributes. 

At the lowest expectation levels were attributes concerned 
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Figure 3.2 

il 
.. , Chevette (Compact) Mean Expectation 

Levels by Attribute (N=320) 

!, Attribute 

I Fuel economy 

~~. . Service and repairs 
done when promised 

~ Needed parts available 

!-
I 
--

Days without vehicle 

Service people attitude 

Warranty repairs correct 
first t'ime 

Service people understand 
problems 

~aintenance costs 

, Nonwarranty repair visits 

[11 Repair costs not covered 
:-' by warranty II Warranty repair visits 

Ride and handling II Quali -by of workmanship 

II Quality of materials 

I... Noise level of operation I' Interior comfort 

Seat belt operation 

)1' Popularity with family 

II Popularity with friends 

lPoor 
I 

Source: Adopted from 

Scale 

2 3 
! , . 

3.6 
I 

3.6 

3.6 

3.5 

3.4 
" 

3.3 

3.0 
~ 

2.5 
I 

Excellent 
4 . 

4.5 , 
4.4 

4 .l~ 
I 

4.3 
I 

4.3 
I 

4.3 

4.2 

4.0 

4.0 

4.0 

4.0 

'r I Peter C. Thirkell, "Consumer Expectations Disconfirmation 
and Satisfaction," (Ph.D. dissertation, The University of 
Western Ontario, 1980), p. 102. 

II 

5 
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Figure 3.3 

Malibu (Intermediate) Mean Expectation 
Levels by Attribute (N=2l3) 

Scale 
Poor Excellent 

Needed parts available 

Days without vehicle 

Ride and handling 

Service and repairs done 
when promised 

Service people understand 
problems 

Service people attitude 

Noise level of operation 

Pwarranty repairs correct 
first time 

f;, 1 

Maintenance costs 

~ Nonwarranty repair visits 

~ .::::::t:o:::a::tv:::::ed 

~ QU::i::r::n::rkmanShiP 

~ Interior comfort 

Popularity with family J Fuel eco~omy 

~ ::::i::1:fo::::::::S 

1 

Source: Adopted from 

2 3 

3.4 
I 

2.9 , 

4 

4.4 

4.4 , 
4.3 , 
4.3 

I 

4.3 

4.2 
"t 

4.2 

4.1 

4.1 
I 

4.0 

4.0 

3.9 

3.9 

3.9 
J 

3.9 
I 

3.8 

3.8 

~. Popularity with friends 

'Peter C. Thirkell, "Consumer Expectations Disconfirmation 
and Satisfaction," (Ph.D. dissertation, The University of 
Western Ontario, 1980), p. 102. 

5 
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Figure 3.4 '-I' 
Impala (Full Size) Mean Expectation 

Level~ by Attribute (N=208) 

(I ,Attribute 
f ,1 I Days without vehicle 

~: Needed parts available I Ride and handling 

Service and repairs done I when promised 

L, Noise level of operation 

II Warranty repairs correct 
~ first time 

~ Service people attitude 

... Service people understand Ir problems 

,j Nonwarranty repair visits 

III Repair costs not covered by 
~, warranty rl Warranty repair visits 

Maintenance costs 

II Quality of materials 

I Interior comfort 

L. Populari ty with family 

I I;" Quali ty of workmanship 

Seat belt operation I' Fuel economy 

Scale 
lPoor 

2 3 , 

3.5 
~------------------------;, 

3.4 
~----~--------------------~I 

3.1 

2.9 
~--------------------~ 

Excellent 
4 
I 

4.4 
1 

4.4 

4.3 

4.3 

4.2 

4.2 , 

4.2 , 
4.2 

I 

4.1 

4.1 

4.0 
I 

4.0 
I 

4.0 
I 

, 4.0 

4.0 
I 

3.9 
1 

:1 Pickup and acceleration 

Ir,:· Popularity with friends 

/

' Source: Adopted from 
Peter C. Thirkell, "Consumer Expectations Disconfirmation 
and Satisfaction," (Ph.D. dissertation, The University of I Western Ontario, 1980), p. 102 

I, ' 

( 
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Figure 3.5 

Camero (Sports) Mean Expectation 
Levels by Attribute (N=240) 

Attribute 

D~ys without vehicle 

Ride and handling 

Service and repairs done 
when promised 

Service people attitude 

Needed parts available 

Service people understand 
problems 

Warranty repairs correct 
first time 

IPoor 
Scale 

2 3 
4Excellent 

4.4 
I 

4.4 

4.3 

4.3 

4.2 

4.2 
I 

4.2 

4.1 
Interior comfort ~----------------------------------~I 

Nonwarranty repair visits 

Warranty repair visits 

Quality of workmanship 

Noise level of operation 

Pickup and acceleration 

Quality of materials 

Maintenance costs 

Repair costs not covered 
by warranty 

Popularity with friends 

Seat belt operation 

Popularity with family 

Full economy 

Source: Adopted from 

4.0 

4.0 
~----------------------------~ 

3.5 

3.3 

3.2 

3.9 
I 

3.9 

3.9 

3.8 

3.8 

3.8 

4.0 

Peter C. Thirkell, "Consumer Expectations Disconfirmation 
and Satisfaction," {Ph.D. dissertation, The University of 
Western Ontario, 1980), p. 102 

5 
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with interior comfort, seat belt operation, and popularity with 

friends and family. Expectations regarding interior comfort, 

however, were at an intermediate level for sports cars and large 

size cars. 

Varying levels of expectations were observed for other 

attributes. For example, fuel economy was the first-ranked 

attribute for the Chevette but bottom-ranked for the 

intermediate, full-sized and sports models. Expectations 

regarding ride and handling were the opposite, with this 

attribute being bottom-ranked for the compact and top-ranked for 

the other three models. Expectations regarding noise level of 

operation also rose with the size of the car. 

In summary, consumers enter the new car purchase with high 

expectations- regarding dealer service, with intermediate 

expectations regarding warranties and repairs, and with low 

expectations regarding operating comfort and quality of materials 

and workmanship. These differences will be useful in 

interpreting subsequent dissatisfaction studies. 

03.4 Objective Product Performance 

This element of the model recognizes an objective 

consequence or fact of the new car purchase based upon the 

manufacturing process, the dealer's handling of the sale, and the 

manufacturer's andodealer's response to post-purchase problems. 

It was Olander's view, in fact, that only such objective 



-
'-, 
I 
I 
I , 
I 
I 
[, .. , 
I 
I L; 

I 
I 
I 
I 

t 
-

47 

indicators of product performance be used in assessing consumer 

welfare, rather than using perceived product performance. 7 

In this section, an attempt is made to identify objective, 

documented evidence of new car purchase problems. Sources of 

such evidence are tests by independent government or private 

organizations or judgements from either criminal or civil 

litigation. 

3.4.1 Quality of Materials, Design and Workmanship 

Premature Rusting. Evidence of premature rusting of the 

automobile is found in two court cases. 8 In the case of a 1971 

Ford Torino station wagon, the trial judge concluded "that the 

principal cause can only be related to defects in the metals used 

in the manufacture of the vehicle" (p. 349). In the case of a 

1974 Mazda RX4, "the blistering condition of the paint work is 

due to the excessive permeability of the paint film ••• due.to a 

defect in manufacture" (p. 194). 

Defective Vehicles. Two court cases established new car 

qefects. 9 In the first case inVOlving 84 Ford "cars manuractured 

in 1964 through 1974, the "failure of [a] bushing resulted in 

separation of an idler arm [in turn resulting] in unexpected loss 

of steering control." A second case inVOlving a 1975 Dart revealed 

"the leaking of water in the trunk, the leaking. of oil in the 

power steering, and the falling off of the drive shaft". 

Miscellaneous. Edmonston cited numerous U.S. court cases 
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which identified f·aul ty new cars. lO These court cases not only 

identified the rust problem described above but also problems 

related to the accelerator, rear axle, brake, fan blade, gear 

shift, head restraint, seat belt, hood, shock absorber, steering, 

transmission, wheel, seat, gas tank, motor mounts, and door 

latch. Problems with the Pinto gas tank were also discussed by 

D . 11 
OWl e. Evidence of faulty design in the Corvair was provided 

by Nader .. 12 

3.4.2 Warranty Support 

At least two Canadian court cases provided evidence of 

13 warranty problems. In both cases, one involving a 1972 Fiat 

and the other a 1968 Oldsmobile, it was revealed that new car 

deficiencies were not corrected during the warranty period. As a 

consequence, the court cancelled the sales and refunded the 

purchase price. Edmonston cited similar judgements arising out 

f U S 1 · t' t' 14 o .• 1 19a lone 

3.4.3 Fuel Consumption. 

Of relevance to high consumer expectations regarding subcompact 

fuel economy is the analysis reported by MacDonald which revealed 

the fOllowing: 15 

Fuel Consumption 

(litres/100 km) 

Manufacturer 1980 1981 
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North American 8.7 8.1 

Japanese 8.2 7.1 

Thus, fuel economy is not as high for the North American 

produced cars as it is for the Japanes~ automobiles. 

3.4.4 Conclusions Regarding Objective Product Performance 

The litigation and analysis reported in this section provide 

objective evidence of new car problems. Although it is not. 

extensive, this evidence points to 'problems in the manufacturing 

of the new car and subsequent warranty support. Potential 

problem areas such as misleading advertising, salesman 

misrepresentations, pricing and credit problems, however, were 

not evident. 

The litigation cited represents only the conclusions of 

various appeals and is likely only a fraction of cases which 

weren't appealed. A systematic review of all new car litigation 

would be useful research for a future occasion. 

3.5 Perceived Product Performance 

Perceived product performance may differ from actual product 

16 performance. Buyer expectations and other facets of the 

consumer's experience can alter the consumer's view of the 

purchase~ 
17 As Day and others pointed out, the consumer's 

perception of performance can either be altered toward higher 

expectations (assimilation) or magnified away (contrast), 
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according to the initial difference between performance and 

expectations. 

Turning now to the subjective evidence, a review of the 

available evidence indicates new car problems in three major 

areas: product quality, warranty performance, advertising, 

sale~force and dealer representations, and pricing and credit. 

Each problem is discussed in turn. 

3.5.1 Quality of Design, Materials, and Workmanship 

The consumer's perception of quality relates to three 

major areas. These areas are materials, workmanship and 

performance. 

Materials. In two studies, one from the U.S. and the other 

from Canada, quality of materials was identified as a major 

problem in new car purchase. 18 In both studies, respondents were 

asked to identify the most unsatisfactory purchase among cars and 

other transportat'ion items, as well as to check off reasons for 

the dissatisfaction. Each responde?t was then asked to ide~tify 

the reason which they felt was most' important 'in contributing 

to their dissatisfaction. The results are found in Table 3.1. 

In the U.S. study, 63% of the respondents checked the reason 

"The quality of materials was inferior." Approximately one in 

five respondents identified this reason as the most important 

reason for their dissatisfaction. 

In the Canadian study, 50% of the respondents mentioned 
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Table 3.1 

Quality of Design, M:l.'terials, arrl Vbrl<manship as Rrescns for Dissatisfacticn 

U.S.A. Can3da 

Cars am Other errs am Other 
~rtaticn Trarl.sp)rtatirn New cars 

lF24) (lF137) (lF37) 

'lbtal M:st 'lbtal M:st 'lbtal M:st 
Rea.scn M3nticn Irrp:>rtant M:ntirns Irq;ortant M:ntirns In'fortant 
'!he qt:a.li ty of 
v.oikrranship 
w:l s inferior !:D% 13% 4~ 17% 54% 19% 
The rrcxb:± 
aid not ];Erfunn 
as ... .ell or last 
as lCl'B as 
a:h.ertisirg cla:ims 
100 ITE to 
belieJe N.A. N.A. 35 10 43 16 
The qt:a.li ty of 
rraterials \'.8.S 
inferior 63 22 51 14 
Thep:-cxlx::t\'.8.s 
dam:goo \'hen 
deliveroo 17 0 10 2 11 0 
The rrcd.l::t 
\'.8.s/ is msafe 29 9 17 7 0 0 
The ~tirns 
fur usirg the 
pr~tv.ere 

ina:mp1ete or 
:irnross:i.b1e to 
re.:d 4 0 3 0 '0 0 

s:urce: Fbr the U.S. stilly,· see Ralph L. Diy am Stemen B. Ash, "Cbnsurer 
. ReSfDnse to Dissatisfacticn with D.n::'ab1e Prcrl.:cts," in Advances in Censurer 
Research, Vol. VI, ed. Willian Wilkie (Ann Ar1:or, Michigan: Asrociaticn fur 
Consurer Research, 1979), W. 434-444. Fbr the Can:dian stilly, see Step1en 
B. Ash, Ccnsmer Satisfactirn, Dissatisfacticn arrl CaTp1a.in:i..rB Beha.via.rr: M3jor 
Firrlings an:) Directirn for Actirn (ottawa: Ccrl.surer Research arrl Evaluatirn 
Branch, Ccr1surer Bureau, Censurer & Corp:lrate Affairs Canada, Moly, 198:)) am. 
Stephen B. Ash, "Consurer Satisfacticn, Dissatisfacticn arrl Canp1ainirg 
Behlirnr," Volurre 2, Research Firrlil"8s, D.n::'able Prcxlx::ts Survey (lorrlcn: '!he 
University of ~stem cntario, N::lvan1:::er, 1979). Fbr "NeN Cars", see Ster:nm 
J. Arn:::>ld, "Correlates of NEw Car Purmase: Mditiaal. Analyses of the CSD 
Data B:l.se" (Kil"8ston: Schx>lof Blsin=ss, Q,Een's U1.iversity, February, 1982). 
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quality of materials and 20% identified this reason as the most 

important one for dissatisfaction. When these results were 

broken dawn to those applying only to the new car purchase, the 

corresponding percentages were 51% and 14%. 

Workmanship. The same two studies elicited consumer 

responses to the reason "The quality of workmanship was 

. f . ,,19 J.n erJ.or. In the U.S. study, 50% of the respondents mentioned 

this reason and 13% identified it as most important. In the 

Canadian study, the corresponding proportions were 42% and 17%. 

Broken dawn among new car purchasers only, the proportions were 

54% and 19%. 

Performance. Other statements in the same two studies also 

indicated that the new car did not match up with expectations.
20 

For example, 43% of the new car purchasers sampled agreed that 

"The product did not perform as well or last as long as the 

advertising claims led me to believe." A total of 16% of the 

respondents gave this as the most important reason. 

A February, 1980 survey among ~200 Canadian car owners in 

Manitoba, Ontario and Quebec suggested quality differenc'es in 
. . 21 

cars produced among the different manufacturers. More than 2/3 

(68.7%) of import owners indicated that they were happy with the 

reliability of their cars compared to only one half of the owners 

of North American-produced vehicles. General Motors ranked 

highest among North American manufacturers in terms of 

reliability of cars produced fOllowed by Ford, American Motors 
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and Chrysler, in that order. 

"In terms of quality control, premature rusting and poor 

paint adhesion led to consumer dissatisfaction. For purchasers 

of North American-made cars, owners of American Motors vehicles 

were the most satisfied with respect to quality control, followed 

by Ford with General Motors and Chrysler owners the least 

satisfied. 

3.5.2 Warranty Performance 

Several studies revealed that consumers were dissatisfied 

with the performance of dealers and manufacturers under the terms 

of the warranties. For example, in the u.S. study by Day and Ash 

and the Canadian study by Ash, the proportions of purchasers of 

cars and other transportation items whose purchase was the most 

unsatisfactory, and who mentioned warranty-related reasons as the 

most important reason for dissatisfaction, totaled 24% and 18% 

respectively (see Table 3.2).22 OVer 1 in 3 dissatisfied 

purchasers mentioned a warranty reason. 

In a study by McNeil and Miller, an average of 50 Duyers 

from each of 33 Wisconsin area dealerships were surveyed two 

months after the car's registration in the Fall of 1976 and again 

after one year.23 Their results revealed that 48% of all the 

buyers sampled reported some troublesome experience during the 

first year, 27% had delays getting the most important trouble 

fi~ed, and 14% were left with an unresolved problem one year 
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Table 3.2 

The W3rranty as a Reascn for DissatisfactiQ'l 

U.S.A. 

Cars am Other 
~rtaticn 

n=24) 

'Ibtal 

cars arrl Other' 
~rtatiQ'l 

n=l37) 

'lbtal M::st 

New Cars 
(n=37) 

'lbtal M:st 
Reascn M2ntiQ'l 
'!he ....arrant¥ did not 
COJer all of the 

M::st 
Inp?rtant M2nticns Inp?rtant M?nticns Inp?rtant 

t:hi.n3s that v.ent 
46% 9% 26% 7% 35% 11% 

Rep3.:iIs or services 
mder the \'arranty 
\'.ere msatisfactory 25 

'!he ....arranty ....as 
not as extensive 
as tre general 
jmp:-essioo createrl 
in crlvertisln:J N.A. 

The \'arranty \\as 
not lDn:::ured N. A. 

'!he store ....a s 
trMi1lin:J to rxOJide 
a refu1d or an 
exdlan:Je N. A. 

13 

N.A. 

N.A. 

N.A. 

29 4 35 

15 3 14 

12 2 11 

10 2 B 

Sc;urce: Fbr the U.S. stilly, see Ralph L. Lay am. Stefhen B. Ash, lI<l:>nsurer 
ReSfOnse to Dissatisfaction with Im"able Pr~ts, II in AdvanCes ill Co1sure.t 
Research, Vol. VI, ed. Willian Wilkie (Arm Arror, Michigan: Asrociaticn fur 
Consurer Research, 1979), pp. 434-444. Fbr the Canrlian stilly, see Ste,P:1en 

8 

5 

o 

o 

B. Ash, Ccns\.lTer Satisfacticn, Dissatisfactioo an:] Ccnp1a.inin;J Beha.vioor: M:tjor 
Fin:1in3s an:] Directicn for Action (ottawa: Ccns\.lTer Research an:] Evalrnticn 
Branch, Ccns\.lTer Bureau, Ccns\.lTer & Co:q:orate Affairs Canada, M:iy, 198) an:] 
Stq::ihen B. Ash, IlConsurer Satisfactioo, Dissatisfactirn arrl G:roplainirg 
Behlicur", II Volurre 2, Researcil FirrliIl,jS, DJrable Prcdx::ts Survey (lorrl::n: '!he 
University of W=stern Chtario, N:Nenber, 1979). Fbr ''Ne,y carsll

, see Stefhe,n 
J. Arrold, IlCorrelates of ~ car I\ILChase: A:1diticnal Analyses of the CSD 
Lata Basell (Kirl3Sta1: Sch:ol of Rlsin:ss, OEen' s lhiversity, February, 1982). 
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·after purchase. McNeil and Miller hypothesized that if their 

sample results were extrapolated to the population, it meant that 

there were 1 1/2 million buyers from the 1977 model year who had 

unresolved. warranty problems. 

McNeil and Miller's study also suggested significant 

differences in servicing experiences across manufacturers, as 

revealed in the following table: 

Percentage of Total Buyers with These ~xperiences 

Services 
Experience 

No trouble-
some experiences 

Some troub lesome 

GM 

53% 

experiences 47 

Resolved without 
delay 20 

Some delay or 
problem 27 

Resolved after 
delay 14 

Not resolved 13 

Ford Chrysler AMC 

59% 40% 47% 

42 16 53 

18 27 29 

23 33 24 

10 15 12 

13 18 11 

McNeil and Miller also emphasized manufacturer differences by 

citing Allstate Insurance research which indicated large 

variations across models in collision repair cost and personal 

injury payment. 

A Canadian study by Romero emphasized the link between 

consumer dissatisfaction and poor warranty performance. 24 In 
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addition to reviewing various u.s. studies, Romero conducted his 

own study of 323 Ontario new car owners in April, 1971. His 

results revealed that 51% of his respondents required some 

repairs under warranty, of which only 44% were successful in 

having the defects fixed. He also found that 59% of respondents 

who had a defect had to return more than once to get the car 

repaired. Romero added that it was not the warranty work itself 

which led to dissatisfaction but rather whether or not the work 

was done successfully and free of charge. 

A u.s. study conducted by Gaedeke at approximately the same 

time found automobiles ranked first among five products that 

accounted for most warranty and/or guarantee complaints among 32 

. d 15 1 .. 25 state agencles an vo untary organlzatlons. 

Richardson and Fogg provided another perspective on warranty 

performance when they surveyed new car owners at Baton Rouge, 

L 
.. 26 OU1Slanna. This research revealed that warranty expiration 

resulted in a major 'shift of car owners from dealers to 

independents for both service and r~pair work. Respondents felt 

that the independents were superior ,to the dealers on speed of 

service, personal attention, quality of service, and prices. 

3.5.3 Advertising 

As indicated in Table 3.3, many advertising-related reasons 

were mentioned by respondents in Ash's Canadian study. However, 

the problem appears to center on the product and warranty not 
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Table 3.3 

Mvertis:i.n;J as a Reas::n for Dissatisfacticn 

U.S.A. 

cars am other 
Transp:::>rtaticn 

(n=24) 

'lbtal M::st 
Reascn M=nticn InJ:::ortant 
The p::-cxllct did not 
:p=rfonn as \\ell or 
last as lcn:r as . 
aJ.\Ertisi.rl3 claims led 
rre to belie.re 

The \\E.rranty \\E.S 
not as extensive 
as too general 
:imp:"essicn created 

N.A. 

in a:J.vertisi.rl3 N. A. 

The rrcxllct did not 
correspxrl to too 
general :inJIressicn 
created in an 
aJ.\Ertiserent N.A. 

'Iherrcxllct\\E.S 
misrep:-esente:l in 
a:J.\Ertissrents 0 

'llie rrice tha.t \\E.S 
charge::] v.as hlgher 
than too aJ.\Ertise:l 
rrice N.A •. 

N.A. 

N.A. 

N.A. 

o 

N.A. 

canada 

cars am 0t:.1Er 
~rtaticn New Cars 

rFl37} (n=37) 

'lbtal M::st 'Ibtal M::st 
M=nticns InJ:::ortant M:mticns InJ:::ortant 

35% 10% 43% 16% 

15 3 14 5 

15 2 8 o 

N.A. N.A. N.A. N.A. 

7 :0 o o 

S:urre: Fbr too U.S. stliiy, see Ralph L. Lay am Ste.rnen B. Ash, "Cbl1SllTer 
Resp:mse to Dissatisfacticn with D..lr"able Prah:±s," in Advarx:.'es in Ca1surer 
Research, Vol. VI, ed. Willian Wilkie (Ann Aroor, Mic1llgan: Assx:iaticn fur 
ConslJT"er Research, 1979), pp. 434-444. Fbr the Canalian stliiy, see Stemen 
B. Ash, Cmsurer Satisfactioo, Dissatisfacticn am Crnplaini.n;J Behaviarr: M:ljor 
F~s arrl Directicn for Acticn (ottawa: Cmsurer Researdl arrl Evalrnticn 
Brarrl1, Censurer Bureau, Ca1surer & CorpJrate Affairs Can3da, M:l.y, 19B:) arrl 
Ster:hm B. Ash, "Col1S\.1Tl9r Satisfacticn, Dissatisfacticn arrl G:ropla.inirg 
BehTirur," Vohme 2, Research Firrlirgs, IX!rable Prcxllcts Survey (IDrrl::n: 'llie 
Universiq of W=stem O1tario, N:Jvanber, 1979). Fbr ''Now Cars", see Stefhen 
J. Arrold, "Correlates of ~ Car Purchase: klditicnal Analyses of the CSD 
rata B3.e" (Kirgstcn: Sch:>ol of B.lsiness, OEen's lhiversity, February, 1982). 
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matching up with the expectations created by the advertising • 

Presumably, there would be little or no advertising problems if 

product quality and warranty performance were satisfactory . 

3.5.4 Sales force and Dealer Representation 

Closely related to, but not necessarily arising out of 

warranty support, is dealer service. Dealer service is important 

to consider because consumer expectations are high on this 

characteristic, as shown in Section 3.3. As the president of 

General Motors stated, "Comeback - that is, customers taking 

their cars back to the dealer more than once for the same problem 

- is the highest single reason for customer dissatisfaction.,,27 

SWan and Longman demonstrated the link between consumer 

. f' d d 1 '. 28 sat1s actl0n an ea er serV1ce. In their study of Austin, 

" Texas new car purchasers, they found that more repairs were 

associated with less satisfaction. Less satisfaction in turn was 

associated with lower levels of agr~ement concerning the 

automobile industry as a place where the market protecte'd the 

consumer against poor quality. 

Problems related to the dealer and his salesforce are 

presented in Table 3.4. While there is evidence of unfulfilled 

expectations due the representations of these individuals, the 

proportions are not as large as those associated with product 

quality or warranty performance. Furthermore, there appears to 
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Table 3.4 

Salesforce arrl Dealer 
Representaticns as Reascos for Dissatisfactirn 

U.S.A. 

Cars am Other 
Transp::>rtatirn 

(n=24) 

'lbtal 
Reascn M?ntirn 
'!he p:-crl.:ct hal 
dJ:'a..ibacks that I 
\o.6.S not told alxut 
v.hen I 1::xJ..l3ht it 42% 

The dealer misrerresent.e:J. 
his ability to provide 
p:rrts am service 
fur the rrcrl.:ct 21 

'!he p:-crl.rt \0.6. S 

misrep:-esente:1 to Ire 

bj the saleSIan 25 

'!he itan tlat \0.6. s 
delivere:1 \\as different 
than the one I 1::xJ..l3ht 0 

22% 

4 

9 

o 

Canada. 

Cars am Other 
Transp:?rtatirn 

(n=137) 

'lbtal M:Et 
M?nticns Infortant 

34% 7% 

11 2 

12 2 

2 o 

NeN Cars 
(n=37) 

'lbtal M:st 
M=ntirns lrrp?rtant 

24% 3% 

16 o 

5 o 

o o 

Salrce: Fbr tlE U.S. stilly, see Ralph L. ray am StEfhen B. Ash, "Chlstll'Er 
ReSIDnse to Dissatisfacticn with n..n:-able Prcrl.:cts," in Advances in Ca1surer 
Research, Vol. VI, 00. Willian Wilkie (Ann Aroor, Mi.chigan: Ass.:>eiatioo fur 
Consurer ResearCh, 1979), pp. 434-444. Fbr tlE Can:rlian sbrly, see StE!fhen 
B. Ash, Censurer Satisfactioo, Dissatisfactirn 'arrl Corplain.i.nJ Behavioor: M:ljor 
Firrlin3s arrl Directioo for Actioo (Ottawa: Censurer Research arrl Evci.luatien 
Branch, Censurer Bureau, Censurer & Corp:>rate Affairs Cana.da., May, 19EO) , arrl 
Stephen B. Ash, "Consurer Satisfacticn, Dissatisfactioo arrl Q:mplaini.rg 
Behlirur," Vol1.1rre 2, Research Firrl:in:Js, D..:!rable Prcd.x:ts Survey (1on3cn: '!he 
University of Western Cbtario, N:Nanber, 1979). Fbr ''NaY Cars", see Stet,:hen J. 
A.rrDld, "Correlates of NeN car Rlrchase: Mditiaal. Analyses of the aD D3.ta 
Base" {Kirgston: Sc1xol of Blsiness, ().Een' s Udversity, Fe'bl:u3.ry, 1982). 
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be a slightly greater problem with the dealer and the salesman 

among u.s. purchasers than among Canadian purchasers. 

3.5.5 Pricing and Credit Practices 

Table 3.5 presents reasons for dissatisfaction related to 

pricing and credit practices. Effectively, the proportions of 

dissatisfied purchasers relating reasons in this area is nil. 

Even the large 16% total mentions for "lack of using the product" 

could be attributed to failure in produc.t quality or warranty 

performance. 

3.5.6 Miscellaneous Reasons 

Nearly 1 in 4 mention a reason not already listed (see Table 

3.6). Energy concerns were explicitly mentioned by 14% of 

dissatisfied new car purchasers who said it was the most 

important re.ason. 

3.5.7 Conclusions Regarding Perceiv~d Product Performance 

Consumers perceptions of product performarice match tbe 

limited evidence on objective product performance. The major 

problem areas are quality of materials and workmanship and 

warranty perfo~ance, with differences occuring across 

manufacturers. Concerns were also evident regarding advertising 

representations but only because the product did not match the 

expectations created in the ads. Pricing and credit problems 
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Table 3.5 

PricirB am Credit as Reascns for Dissatisfacticn 

U.S.A. Canada 

Cars am Other 03.rs arrl Other 
~rtatirn ~rtatirn New 03.rs 

I1'=i4) rFi37) (n=37) 

'lbtal M::st 'Ibtal M::st 'Ibtal M:::st 
Reasrn M=ntirn lrrp:)rtant M=ntirns lrrp:)rtant M=ntirns II I fOrtant 
The CCEt of usirB 
the rrcxi.lct is h:igher 
t1"m1 I \'.as le:1 to 
believe 38% 0% 16% 2% 16% 

The cre:1i t tenns \\ere 
misrep:-esente:1 to TIe 4 0 2 0 3 0 

The rrice tffit W3.S 

charged \'.as h:igher 
tlYm \'hat I hcrl 
a;Jree:1 to pay 0 0 2 1 5 0 

'!he p:-ice that W3.S 
charged \'.a S higher 
tlBn tre crl~rtise:1 
price N.A. N.A. 7 0 0 0 

'!he p:-cd.l::t crl~rtise:1 
as a "sfECial" or 
''barga:in'' W3.S rnavailable 
at tre store N.A. N.A. 2 0 3 0 

I \'.as tricked by a 
salesran into blyirg 
a nore exp=nsive nodel 
t1"m1 I nee:1e:1 0 0 4 0 8 0 

Scurce: Fbr tre U.S. stilly, see Ralph L. D::l.y arrl Stefhen B. Ash, "Cbnsurer 
Resp:mse to Dissatisfactioo with DlLable Pr~ts," in MvalX.'eS in Co1surer 
Research, Vol. VI, ed. Willian Wilkie (Ann Ar1x>r, Michlgan: As~iatioo fur 
Consurer Researdl, 1979), W. 434-444. Fbr t1~ Cana:lian stilly, see Stemen 
B. Ash, Crnsurer Satisfactioo, Dissatisfactirn am Crnpla.inin} Behavioor: M3.jor 
F' , s am Directicn for Actioo (Ottawa: Crnsurer Research am Evaluatioo 
BranCh, Crnsurer Bureau, Censurer & Corp:?rate Affairs Canada, M3.y, 198) am 
Ste,r::i!'"en B. Ash, "Consurer Satisfactirn, Dissatisfacticn arrl Q:mp1.ainirg 
BehviOlL," VoJurre 2, Research Firrlirgs, D.1rable Pro:lrts SLn:vey (lorrlcn: '!he 
thiversity of ~stem O1tario, N:Jvanber, 1979). Fbr ''Ne,y cars", see Stefhen J. 
Arrold, "Correlates of N;;w car Rlrdlase: kiclitirnal Analyses of the aD rata 
Base" (Kirgst.on: Sch:ol of Blsiness, (}Een' s thiversity, February, 1982). 
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Table 3.6 

Miscellanea.lS Reas:ns for Dissatisfacticn 

U.S.A. 

Cars am Other 
~rtaticn 

IF24) 

Cars am Other 

~rtaticn 
iFi37) 

'lbtal M:Et 'lbtal M:Et 
REBSCl1 M:nticn Inportant' M=ntia1S Irrp?rtant 
'!hep:-crl.r:t\'BstErl 
energy res:urces 

I hcd to \'Bit a 
1m:J t:iIre befOre -t::h3 
rrcrlrl \'BS deliverErl 

'!he p:-crl.r:t is bed 
fur the envircnrent 

othrr' rearons not 
li stErl al.:oJe 

135 

17 

13 

N.A. 

0% 14% 1% 

o 4 2 

o N.A. N.A. 

N.A. 19 10 

(n=37) 

14% 0% 

3 0 

N.A. N.A. 

19 24 

S:urce: Fbr -t::h3 U.S. stilly, see Ralph L. fuy am StE!fhen B. Ash, "Consurer 
Resp:mse to Dissatisfactim with D.rable Prcrl.r:ts," in Advances in Censurer 
Research, Vol. VI, ed. Willian Wilkie (Ann Aroor, Michigan: Asrociatim fOr 
Consurer Research, 1979), pp. 434-444. Fbr -t::h3 Carallan stilly, see St~ 
B. Ash, Ca1surer Satisfacticn, Dissatisfacticn am Crnp1a:i.nin:l Beha.via..rr: M:l.jor 
Fi.rrl:in::Js am Directial for Actirn (ottawa: Censurer Research am Evalootial 
Branch, Ca1surer Bureau, Censurer & CoX'}X)rate Affairs Canada, M:l.y, 1900) am 
StEphen B. Ash, "Consurer Satisfactirn, Dissatisfacticn arrl Q:mpla.i.nin:J 
~h.rirur ," Volurre 2, Research Firrl.in;Js, D.rable Pro:bcts St:n:vey (lDrrl::n: '!he 
University of ~stem O1tario, N:JvEml:x:rr", 1979). Fbr ''N:w Cars", see Stemen J •. 
Arrold, "Correlates of ~ Car Pur"chase: Additimal Analysis of -t::h3 C9) futa 
Base" (KitBSton: Sch:x:>1 of BJ.siness, Q..leen' s U1iversity, Fetin:ary, i982).' 
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were not apparent. 

3.6 Consumer S~tisfaction and Dissatisfaction with the New Car 
Purchase . 

The central element of most consumer satisfaction/ 

dissatisfaction (CSD) models is that the level of satisfaction is 

dependent upon both expectations and perceived product 

performance. 29 Consumer dissatisfaction rises according to the 

degree to which the perceived new car performance falls short of 

prior expectations. 

Several refinements on the CSD construct have been provided 

by consumer behaviouralists. For example, Swan and Combs equated 

satisfaction with the attainment of expressive outcomes 

(nonmaterial, psychological) and dissatisfaction with 

instrumental outcomes (physical attributes).30 That is, some 

attributes of the product are important in determining 

satisfaction while other attributes are related to 

dissatisfaction when the performance on these attributes is not 

satisfactory. 

Westbrook recognized that variables other than expectations 

d . d f . . f . 31 an percelve per ormance may lmpact upon satls actlon. His 

findings support the proposition that product satisfaction can 

also be explained as a function of broader affective and 

attitudinal influences such as life satisfaction and generalized 

discontent. 
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3.6.1 Levels of Satisfaction/Dis~atisfaction 

Twelve independent studies summarized in Table 3.7 indicated 

the relative level of satisfaction which occurred as a result of 

the new car purchase. 32 The ~ew car purchase consistently ranked 

as the most, or one of the most, troublesome consumer purchases 

among a wide variety of products and services. The proportion of 

unsatisfied purchasers ranged between approximately 10% and 30%. 

3.6.2 Manufacturer Differences in New Car Purchaser Satisfaction 

As was the Cqse with perceived product performance, overall 

consumer satisfaction/dissatisfaction differed across car 

manufacturers. For example, MacDonald analyzed the ratings of 

1979 passenger cars as to "the incidence of complaints about the 

specific model and year, as compared with complaints about all 

cars of the same year. ,,33 This analysis was 'based on the 

responses of 250,000 of Consumer's Union members to an annual 

questionnaire. As indicated in Table 3.8, 33% of 55 North 

American models were rated "Much WO,rse than Average" or "Worse 

than Average" compared to 0% of 19 import models. 

A similar analysis was made of Consumers Union 1981 "Trouble 

Index" ratings based on 1980 cars. 34 As summarized in Table 3.9, 

54% of 72 North American models rated "Much Worse than Average" 

or "Worse than Average" compared to 0% of 33 import models • 

• 
In late 1980 and early 1981, the Canadian Automobile 

Association distributed questionnaires to Canadian motorists 
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Table 3.7 

Referezn::! Year Lcx:Etial Result 

G:l.a:1Eke 
(1972) 

Lay am 
Lan:k:n 
(1975) 

Fall 
1974 

U.S.A. a. ''New autarobiles - Sales am Service" rariked 
1st aron:J 8 categories of rrc:x:loct, service arrl/ 
or neth:Jd of sale, generatin:J rn:st canplaints aron:J 
32 state aJercies am 15 YOlmtary organ:i2aticns. 

b. Autarobiles rari<ed 1st aron:J 5 pLcrlx:ts that 
acxnntEd fOr rn:st \tarranty arrl/or grnrantee 
canplaints aron:J 32 state cgencies am 15 
volmtary organiza ticns 

B:ulder, a. 29 of 275 or 11% rrenti<n:d ''Purdlase of a N=w 
Cblora:1O Car' arorg 3 i tans \'hich ¥.ere the le3St 

satisfactory durable. '!his rrqnrtial \tas 
the largest arorg 75 dlrables. 

b. 25 of 275 or 9% identifioo the "Purchase of a N=w 
Car" as "'!he least Satisfactory D..lrable. '!his 
pLqnrticn \tas the largest arorg 75 durables. 

'Ib:nBs arrl Sfr in::J 
Shuptrine 1974 
(1975) 

Cblunbia, a. 31% of 937 W10 CJ.oJnej an autaTObile haj a prcblem, 
S. C. rarkirg this p:-qnrticn 2nd highest arorg the 46 

nared rrairts. 

b. 2:>% of 528 nan:d autarobile as the ore rrcrlu::t 
that .gwe him (her) the rn:st tro.ble in the 
last }ear. '!his rrqnrticn \tas the largest 
arorg the 41 nares rr~ts. 

lbbinsJn 1976 U.S.A. Autarobile \tas the nuril::er 1 canplaint category at 
the Office 'of Consurer Affairs. ,(00 date) 

Ash 
(1978) 

1976 U.S.A. ' 

1976 U.S.A. 

1975 U.S.A. 

rutarobile \tas nurber 1 in canplaints volure at the 
Better Blsiness Blreau. 

rutorobile \taS the iEESt satisfactory CCl1SUlEr 
pLcrl..ct in a I.cuis Harris am Asrociates £bU. 

46% of nEW car pULdlasers haj a rrcblem. 

Fall Blcxmirgton, a. 32% of the :n.2% of 119 resrorrlents W10 pULd1ased a 
1976 Indiana. nEW car ¥.ere s::neIf.hat or quite dissatisfied. '!his 

pLqnrticn vas 3rd h:ighest arorg 11 cars am other 
transrortatial durables am 5th highest arorg 54 
durables. 
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Referen:::e Year I.t:x:aticn Result 

Graire, Februal:y Cbnt.lnental 3~ of 2513 interviSt.Bd h::use1"olds hcd a. CCl1SI..1TEr 
M::ElVO:f 1976 U.S.A. p:d)len. '!he autarobile iriIustry W3.S 1st arorg 8 
arrl Kirg ird.l stries in \'hic:h the IXcd..x::ts or services w:~e 
(1979) SID ject to the nost crnsurer p:-Oblens. 

Ash Sfrirg, Can:rla a. 2~ of 3:)% of 103:) new car pt.D::'chasers w:re s:rneW1at 
(198:» 1979 or very dissatisfiErl. '!his rrq:orticn w:ts 2nd 

highest arorg 13 car arrl other trarlsp)rt.atic:n itans, 
2nd highest arorg 72 durables, am. 14th highest 
arorg 225 pn::rl..x±s am. services. 

Armld Sfrirg Can:rla a. 28% of 138 \tho identifiErl a nost msatisfactory 
(1982) 1979 experierx:e identifiErl the new car pt.D::'d1ase. '!his 

prq:orticn \laS the largest arorg l3 car an:] other 
trarlsp)rtatic:n i tens. 

b. 12% of 3:)7 new car ptrch:lsers identifiErl this 
purchase as the nost msatisfactory experierx:e. 
'!his rrq:ortic:n \laS the largest arorg 13 car am. 
other transI:Drtaticn itens, 5th highest arorg 72 
durables, 7th highest arorg 225 pnxl..x±s an:] 
services. 

M:¥er 1978, O1tario a. 01 a ~ale of l~ry p:>ar to 7=excellent re:Jardirg 
(1981 ) 198:> "'Ihe Kim of Job Industries Ib", "N;:.w Car Daalers" 

rarked 10/19 (avercge ratirg = 4.2) am. "Auto 
M3.rufacttrers" rarked 16/19 (avercge ratlrg=3. 6) • 

S::urce: See Ralph M. G3.ErlEke, "Filirg am. Disrositicn of Cbnsurer O::mplaints: 
&::Ire ElTpirical EViderx:e," Jcmnal of Censurer Affairs, (Sumer, 1972), 
pp. 45-56; Ralph L. D:ly arrl E. laird iarrlcn, Jr., "Survey D:lta on Consurer 
Canplaillts fur Cbnsurer Protectic:n fblicy M:ikers," in Proceedi.n:Js, Mid-west AIIS 
Cbnference, (1975), pp. 4J-44; Willian R. 'Ih:nB.s am F. Kelly Shuptrine, "'!he' 
Censurer Canplaillt Precess: Ccrrm.nicatioo an:] Fes::>lutioo," Business an:] Ea::n:mic 
Review, 21 (Jme, 1975), pp. 13-22; larry M. lbbills:>n, "A M::>del of Cbnsurer 
Caup1aillt Beh:tvior: A Sttrly of Cauplaillt Beh:tvior of.N:.w Car o,..ners, " 
mptblishe3. f8.f€r, Georgia State thiversity, no date; Stefhen B. Ash, "A 
Canrrehensive Stilly of Censurer Satisfactic:n with D..lrable Prcrl1cts," in Advan:::es 
ill Censurer Research, Vol. V, ed. H. Keith Hmt (Ann Arror, MiciUgan: 
Ass::>Ciation fur Cbnsurer Research, 1978), FP. 254-262: Marc A. Grainer, 
Kathleen A. M::ElVOJ am Ibnald W. Kirg, "Cbnsurer PrOb1ens an:] O:mplaints: A 
Naticnal View," in Advan:::es ill Censurer Research, Vol. VI, ed. Willian L. 
Wilkie (Ann Arror, MiciUgan: Ass::>Ciatic:n fur Consurer Research, 1979), pp. 
494-9Xr, Ste,ri1en B. Ash, "Consurer Satisfactic:n, Dissatisfaction an:] . 
Caup1ainirg Beh:tvirnr: M3.jor Firrlirgs an:] Directioos fur k±ioo," (Otta...e.: 
Cbnsurer am. Cerp:>rate Affairs Can:ila, M3.y, 198:»; am M=1 S. MJyer, "A Survey 
of Cbnsurer ISSlES ffiorg the Fecple of Cntario," ('lbrcnto: Ministry of Cbnsurer 
am. CbmTercial Relatioos, ISIN 0-7743-648:)-7, o::tober, 1981). Stefi1en J. 
Armld, "Cbrrelates of N:.w Car RIr'ci1ase: Mditicnal Analyses of the CS) rata 
Base" (Kirgston: Sch::lOlof Blsiness, QEen's thiversity, FebnE.ry 1982). 
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Table 3.8 
Censurer Rej;:orts 1979 New car Iociderx:le of Ccnplaints 

Iocidence of Colplaints 

Mlch Better Better '!han furse '!han M.lch furse 
Manufacturer Than Average Average Average Average Than Average 'Ibtal 

NJrth 
Pmerican 0% 2)% 47% 15% 18% ](X)5 

liTIorts 9J lD 0 0 0 ](X)5 

Salrce: Adapted fran N. B. M:lcD:mald, "'!he FUture of -t::ffi Can:dian Autarobile Industry 
in th: Cbntext of the. NJrth Jlrrerican Industry," (fuIkirg Parer NJ. 2, Cbrp:>ration 
iruse lid., NJvanber, 198)), p. 17, in turn basErl on Censurer Rep:>rts, Fpr il, 
198), W. 263-272. 

Nt.ni::er of 
NEw car 

MXlels 

55 

19 
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Table 3.9 

Ccn.surer Ref?rts 1900 New Car Trrub1e Irrlex 

Irrlex 

Better W::>rse Nt.trrer of 
M.lch Better '!han '!han Mlch W::>rse Rate1 N9N 

M3nufacturer Than Average Average Average Average Than Average 'Ibtal car M::rle1s 

lbrth Arrerican 

llrrerican f.btors 0% 0% 0% 33% 67% 100% 3 
Ou:ysler 22 33 33 0 11 100% 9 
Fbrd 6 0 38 44 13 100% 16 
General MJtors 0 2 39 18 41 1ro% 44 
'lbtal tbrth llrrerican 4% 6% 36% 22% 32% 1005 72 

J ap3I1eSe 

D3.tsm 8:>% 2)% 0% 0% 0% 1005 5 
fbrrl3. 100 0 0 0 0 1005 4 
Mazda 100 0 0 0 0 1005 3 
St.baru 100 0 0 0 0 1005 1 
Toyota leD 0 0 0 0 lro% 5 
.'lbtal Ja~ 94% 6% 0% 0% 0% lCX15 18 

Et.n:cp?an 

Au:li 100% 0% 0 0% 0% lCX15 3 
BM\T 100 0 0 0 0 100% 1 
Merce:1es-Berz 100 0 0 0 0 1005 2 
Rerault 100 0 0 0 0 100% 1 
Saab 0 100 0 0 0 lCX15 1 
VolkStagen 4) 40 2) 0 0 lCX15 5 
Volvo leD 0 (} 0 0 lro% 2 
'lbtal EllLqx:'!an 73% 2)% 7% 0% 0% 1005 15 

'lbtal InIort 85% 12% 3% 0% 0% 100% 33 

S:::utce: Censurer Rep:>rts, Jlpril 1981, pp. 226-235. "Tra.ible Index" fur 1900 nodels ; 
excltrlil'B tru:::ks am vans. 
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through "provincial consumer magazines, random mailings, 

newspaper ads, by public press release, and ••••. c1ub 

magazines. ,,35 Results based only on the 1,439 respondents who 

reported on 1980 model cars are presented in Table 3.10. A total 

of 33% of 33 North American models were rated "Much Worse than 

Average" or "Worse than Average" on "General Appraisal". The 

equivalent result for 12 import models was 8%. 

A final Canadian result comes from another convenience 

sample, this time conducted by the Quebec Automobile Club using a 

questionnaire published in the November, 1979 issue of Protect 

Yourse1f. 36 Results based on only the 1979 models are found in 

Table 3.11. In this survey, 22% of 35 North American models were 

rated as "Much Worse than Average" or "Worse than Average." The 

equivalent result for 4 imported models was 0%. When the results 

of these four, independent, convenience samples are summarized, 

the results are as follows: 

Survey 

Consumer Reports 1979 models 

Consumer Reports 1980 models 

QAC 1979 models 

CM 1980 models 

Proportion of Models rated "Much Worse 
than Average" or "Worse than Average" 

North American 
Total 

Proportion Models 

33% 55 

54 72 

22 35 

33 33 

Imported. 
Total 

Proportion Models 

0% 19 

0% 33 

0% 4 

8% 12 
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'lBble 3.10 

canadian .AutardJile Asscx:::iaticn 1900 Car General A]:praisal 

General Awraisal 
NuTber of 

M.lch Better Better '!han W:Jrse '!han M.lc1i W:Jrse RatErl Nsw 
Manufacturer Than Average Average Average Average Than Average Total Car M::dels 

N:>rth Arrerican 

hrerican t-btors 50% 50% 0% 0% 0% 100% 2 
Chrysler 0 0 67 11 22 100% 9 
Ford 40 0 40 2) 0 100% 5 
General M:Jtors 0 24 35 35 6 1(0% 17 
'Ibtal N::>rth merican 9% 15% 42% 24% 9% 100% 33 

Jap:mese 

Ibrrla 50% 50% 0 0 0 100% 2 
Mazd:l. 100 0 0 0 0 100% 2 
'I'c¥Jta 67 33 0 0 0 lCD% 3 
'Ibtal Japmese 71% 29% 55 0% 0% 100% 7 

Et:!rcp2an 

IErla 0% 0% 0% 0% lCX1i; 100% 1 
Renault 100 0 0 0 0 lcx::>% . 1 
Volks.-agen 0 100 0 0 0 100% 2 
Volvo 0 1m 0 0 0 lCD% 1 
'Ibtal ElJrcpean 2)% E'O% 0% 0% 0% 100% 5 

'Ibtal Jrry::ort 50% . 42% 0% 0% 8% 100% 12 

S::tirre: Can:rlian Autarobile Asrociaticn, ''UsEd 'Car BlJer's G.ride, II 1981, pp. 29-53, 
19B.) passen:Jer cars only. 
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Table 3-11 

~ Autcm:bile Club 1979 Car Gen=ral Afpraisal 

General Afpraisal 

Better l'brse Nlnber of 
M.lch Better '!han '!han M.lch l'brse Fated. Nsw 

Manufacturer Than Average Average AVerage Average Than Average 'Ibtal Car M:rle1s 

t:brth Anerican 

JlIrerican M:>tors 0% 0% 0% 0% 10(15 lCX)% 
Chrysler 0 0 ro 4J 0 10(15 
Ford 0 18 64 9 9 1()()% 
General MJtors 6 39 38 17 0 100% 
'Ibtal NJrth JlIrerican "3% 26% 49% 17% 5% 100% 

'Ibtal lrrp)rted. 0 0% 0% 100% 

EbJr'c:e: M:ll1iqtE B. Tardif, "'!he Experience of 6, (X)) Q.lel:ecers with '!heir Cars, " 
Protect Yo..rrse1f, O::t.ol:er, 198:>, :pp. 5-12, 1979 pa.ssel'l]er cars only. 

1 
5 

11 
18 
35 

4 
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The implications of these results seem clear: new car 

dissatisfaction lies with the product of the North American 

rna nufacturers. 

3.6.3 Profile of the 'Dissatisfied New Car Purchaser 

The question addressed in this section is whether or not the 

dissatisfied customer differs from all new car purchasers. One 

relevant study of Bloomington, Indiana residents by Ash revealed 

statistically significant positive correlations between degree of 

, 'f' d ' d' d b f 'd 37 sat~s act~on an ~ncome, e ucat~on an num er 0 res~ ents. 

Significant results with respect to sex, marital status, employed, 

and own/rent home were also presented although the nature of the 

relationship could not be determined in an examination of Ash's 

paper. 

A reanalysis of the data from Ash's 1979 survey of Canadian 

consumers revealed that the level of satisfaction of new car 

purchasers, with one exception, was not related to any of 15' 

demographic or socio-economic factors, participation in '12 

leisure activities, readership of 8 kinds of magazines, or 

38 membership in 7 types of organized groups. The exception 

occurred among those who belonged to political groups who 

exhibited greater dissatisfaction than those who didn't belong. 

Among the 138 respondents in the same study who identified a 

most unsatisfactory purchase experience in the past three years 
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among cars and other transportation items, 28% cited the new car 

purcnase. Compared to those who identified some other purchase 

experience as the most unsatisfactory, these respondents tended 

more to: 

1. Live in Ontario and be less likely to live in the 

Atlantic Provinces, and 

2. Be 45 years of age or over. 

They could not be further distinguished in terms of the other 

measures taken in the survey. 

Among the 307 respondents who purchased a new cpr in the past 

three years, 12% also identified it as the most unsatisfactory 

experience in the same period of time. These unsatisfied new car 

purchasers when compared to other new car purchasers, tended more 

to: 

1. Live in Western Canada and be less likely to live in 

the Atlantic provinces,. 

2. Be a male, 

3. Live in a one-person household, and 

4. Be the main wage earner in the household. 

They could not be further distinguished from other new car 

purchasers. 

The only tentative conclusion that can be drawn from the 

inconsistent results of these two studies is that the 

Qissatisfied new car purchaser cannot be distinguished from all 

purchasers. 
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3.7 Complaining Behaviour Following the New Car Purchase 

The final element of the model recognizes that the consumer 
I 

may exhibit complaining behaviour depending upon the degree of 

dissatisfaction. Following Day, the complaining behaviour may 

take some form of public action such as seeking redress directly 

from the dealership or manufacturer, taking legal action, or 

1 .. t b' . t . 39 comp alnlng 0 USlness, prlva e or government agencles. The 

consumer could also take some sort of private action such as 

deciding not to buy an automobile or a particular brand of 

automobile, boycotting the dealer or warning friends about the 

car or the dealer. Day later proposed that whether or not the 

consumer engaged in complaining behaviour could be predicted on 

the basis of a cost/benefit a~alysis of complaining as well as a 

psychological motivation to complain. 40 Personality as an 

explanatory variable in understanding complaint action was also 

advocated by Robinson and Adler. 41 

3.7.1 Complaint Actions 

The results of reanalyzing the Ash data base as to complaint 

behaviour are summarized in Table 3.12. These results suggest 

that only 1 of 3 very or somewhat dissatisfied purchasers, or 1 

of 2 new car purchasers who said the new car purchase was the 

most dissatisfactory experience, took action. Personal actions 

centered on a refusal to ever again buy the brand and/or to warn 
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Table 3.12 

Dissatisfaction And Complaining Behaviour Among New Car ,Purchasers 
And Dissatisfied Purchasers 

New Car 
Purchasers 
Nlo Said Nevi Car 

ScmeWhat or Very Purchase Was The 
New Dissatisfied Nevi Most Dissatis-

Car Purchasers Car Purchasers factory ExperiencE 

New Car Pur'chasers 

ScmeWhat or Very Dissatisfied 
New Car Purchasers 

New Car Purchasers W10 Said New car Purchase 

(n=307) 
100% 

22 

Was The Most Dissatisfactory Experience 12 

Dissatisfied1 New Car Purchasers W:1o 
Tock Action 7 

Personal Actions 
Decided not to buy that brand again 4 
Warned family and friends 3 
Decided to stop sropping at 
Store (dealer) Where I bought the product 2 
Decided to quit using that product 2 
Other personal actions < 1 

Direct Actions 
Contacted store (dealer) 4 
Contacted lnanufacturer 4 
Returned product for replacanent or reftmd 1 
Contacted lnanufacturer I s association f 
Contacted governmental agency/pUblic official 1 
Contacted Better Business Bureau' < 1 
Tock 1 egal action < 1 
Other direct actions < 1 

(n=68) 

100% 

54 

32 

19 
15 

9 
7 
1 

19 
16 

6 
4 
3 
1 
1 
1 

1 Actions taken prqx>rtions do not add to 100% b....ocause of mul tipl e rrentions 
Source: Arnold, "Correlates of New Car Purchase." 

(n=37) 

100% 

59 

35 
27 

16 
14 

3 

35 
30 
11 

8 
5 
3 
3 
3 
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family and friends. Direct actions were mostly concerned with 

contacting the dealer or manufacturer to complain. 

These data reveal the small proportions of purchasers who 

actually complain. The results indicate that dealers and 

manufacturers are hearing from only 1 in 5 somewhat or very 

dissatisfied new car purchasers and only 1 in 3 new car 

purchasers who identified their car purchase as the most 

dissatisfactory purchase experience. When these proportions are 

recalculated on the base of all new car purchasers, they show 

that even though 22% or nearly 1 in 4 new car purchasers were 

somewhat or very dissatisfied, the dealer or manufacturer heard 

from only 4% or I in 25. This suggests that a dealer or 

manufacturer using complaints among all purchasers as a measure 

of customer satisfaction be aware of the limitations of this 

measure. 

The proportions of dissatisfied new car purchasers who 

complained to governmental agencies, consumer organizations, or 

Better Business Bureaus, are even smaller. The results suggest 

that less than 1 in 25 very or somewhat dissatisfied pur'chasers 

are complaining to these organizations. 

These recent Canadian results are consistent with the results 

of other studies not limited to automobiles, but including this 

type of product. In a 1972 national probability sample of U.S. 

households, the reaction to consumer mistreatment (any 

marketplace experience) was as follows: 42 



I I 

~ , 
I 
I 
I 
I 
I , 
P 
I 
I 
I 
I 
I 
J 

~ 
-

77 

Consumer Segmen~ Pro}2ortion (n=121S) 

All consumers 100% 

Reported being mistreated 35 

Reported being mistreated and 24 
did something 

Of all actions taken, 32% of the respondents complained to the store 

manager, salesman, clerk, or president of the corporation, 25% did 

nothing, while 8% wrote a letter to the store, manufacturer, or 

company involved. Again, independent organizations received only 

a small proportion of the actions (3%). 

A study by Andreasen of 2400 households in 34 u.s. cities 

1 h d .. 1 1 43 a so s owe Slml ar resu ts: 

Category Proportion 

All products and services 100% 

Products and services with problems 20 

Problems reported to business 8 

Andreasen also said that "less than'l percent of·the voiced 

complaints ever went to any sort of government, Better Business 

Bureau, or official complaint handling system" (p.9). 

3.7.2 Complainer Profile 

In Section 3.6.3, it was concluded that the dissatisfied 

purchaser could not be distinguished from all new car purchasers. 

In Section 3.7.1, however, it was shown that complaining 
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Table 3.13 
Characteristics of Complainers 

Education Incane Age 

Thanas and 
Shuptrine 
(1975) 

Columbia, S. C. 
qmta sanpl e 

College 
D=gree 

N:J 
Difference 

N:J 
Difference 

Warland, Hemann 
and Willits 
(1975) 

Liefeld; 
Edgecaub and 
Wolfe (1975) 

Bernacchi, 
Kono and 
Smith (1979) 

Gronhat.:g and 
Zaltman 
(1981) 

U. S. National 
semple 

Better 
Educated 

Complaint letter Higher 
wr i ters to Canadian 
governments & agencies 

Complainers to Better 
\'Byne Camty Educated 
Consumer Protection 
Agency 

M:lrket Facts 
U. S. Consuner 
M:iil Panel 

Higher 

Higher 
Incanes 

lvbre than 
$0000 Family 
Incane 

Farned 
M::>re Incane 

Higher 

Younger 

25-54 

Younger 

Younger 

Source: For the canplainers stu'lies, see M.D. Bernacchi, Ken Keno, and Jack E. 
Smi th, liThe Satisfaction of Consuner Complainers with Consuner Protection 
Agencies", in New Dimensions of Consumer Satisfaction and Ccmplaining Behavior, 
eds. Ralph L. Day and H. Keith Hunt (Division of Research, School of 
Business, Indiana University~ 1979), pp. 83-85: Steven L. Diamond, Scott Ward, 
and Ronald Faber, "Consuner Problsns and Consunerisn: Analysis of Calls to a 
Consuner lbt Linell

, Journal of Marketing, 40 (January, 1976), pp. 58-62: Kjell 
Gronhall] and Gerald Zaltman, ,IIComplainers and N:Jncauplainers Revisited: Another' 
lock At The Datall

, in Advances in Consumer Research Volume VIII, ed. Kent 
B. M::>nroe (Ann Aroor, Michigan: Association for Consurer Research, 1981), . 
pp. 83-87: J.P. Liefield, F.H.C. 'Edgecaube and Linda w:>lfe, "Danographic 
Characteristics Canadian Consumer Cauplainers, II Journal of Consumer Affairs, 9 
(SlDTlIlEr, 1975), pp. 73-00: Willian R. Thanas and F. Kelly Shuptrine, liThe 
Consuner Cauplaint Process: Ccrnm.mication and Resolutionll

, Business and Econanic 
Review, 21 (June, 1975), pp. 13-22: Rex H. Wa.rland, Robert o. Hennann, and 
Jane Willits, IIDissatisfied Consumers: Wlo Gets Upset and W10 Takes Actionll

, 

Journal of Consumer Affairs, (Winter, 1975), pp. 148-163. 
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,cons,umers represented only a minority of all dissatisfied 

consumers. This raises the question as to whether complainers 

are different from other purchasers. 

No one study could be identified which profiled the 

cpmplainers among new car purchasers. As revealed in the 

previous section, new car complainers are a small proportion of 

any sample drawn from the general population which makes 

r,igorous, statistical comparisons difficul t, even among large 

samples. 

Several stUdies, however, profiled purchasers who complained 

b d ' I d' b'l 44 A ' d' bl a out pro ucts lnc u lng automo 1 es. s summarlze ln Ta e 

3.13, these studies consistently indicated that the complainer, 

compared to the noncomplainer, is better educated, has higher 

J income, and is younger. Several other characteristics among 

these studies suggested the complainer also has a higher 

occupation and social class status, and has more liberal, J 
activist attitudes regarding business and government. 

3.8 Conclusions 

The new car purchase is a sig~ificant source of consumer 

complaints. In 9 U.S. and 3 Canadian studies conducted during 

the 1970-1980 period, it was found that the new car purchase or 

auto industry ranked first or near first among products, serviqes 

and/or industries in terms of consumer dissatisfaction or 

complaint levels (Section 3.6.1) . 
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Complainers heard from by manufacturers represent only a 

small portion of dissatisfied new car purchasers. On the basis 

of approximately twelve U. S. and Canadian studie's, it was 

estimated that out of 100 new car purchasers, 

30 to 50 experienced a problem. Of these purchasers, 

20 to 30 were dissatisfied. Of these purchasers, 

10 to 20 were extremely dissatisfied. Of these purchasers, 

5 to 10 took action. Of these purchasers, 

2 to 5 complained to the manufacturer. (Sections 3.6.1 and 

3.7.1). 

Consumers are not as satisfied with the automobiles 

manufactured by North American companies as they are with the 

import vehicles. 

Only 1 in 4 Dayton, Ohio households in a 1981 survey 

identified American subcompacts as either "most reliable" or 

"best overall" (Section 3.3). 

Only 1 in 2 Manitoba, Ontario or Quebec owners of North 

American cars were satisfied with t~e reliability of their cars. 

In contrast, 2 out of 3 owners of import cars 'were satis'fied 

(Section 3.5). 

Between 1 in 4 and 1 in 2 North American 1979 and 1980 new 

car models were rated "Worse than Average" or "Much Worse than 

'Average" in four independent U.S., Canadian and Quebec studies. 

Less than 1 in 12 import models were in the same category 

(Section 3.6.2). 
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A major reason for consumer dissatisfaction and complaints is 

the perceived lack of quality in the materials and workmanship of 

the "new·car. 

A study of 1979 and 1980 B.C., Manitoba, Ontario and Nova 

Scotia purchasers of 4 different car sizes revealed "Quality of 

materials"· and "Quality of workmanship" to be in the bottom half 

of attributes. ranked by the mean level of expectations (Section 

3.3) • 

In 4 of 6 recent Canadian criminal and civil cases 

resulting in judgements for the purchaser, the defect related to 

the manufacture of the car (Section 3.4.1). 

In two late 1970's U.S. and Canadian studies, 1 in 2 most 

dissatisfied purchasers of cars and other transportation items 

identified "inferior quality of materials" or "inferior quality 

of workmanship" as reasons for their dissatisfaction (Section 

3.5.1). 

A second major source of cons~mer dissatisfaction and 

complaints is the new car warranty .. 

In 2 of 6 recent Canadian civil cases resulting fn 

judgements for the purchaser, it was revealed that new car 

deficiencies were not corrected during the warranty period 

(Section 3.4.2) . 

In two late 1970's U.S. and Canadian studies, between 1 

in 3 and 1 in 2 most dissatisfied purchasers of cars and other 

transportation items identified an aspect of the warranty as a 
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reason for their dissatisfaction (Section 3.5.2). 

Authors of a study of Wisconsin new car purchasers 

extrapolated their results to the U.S. population and estimated 

there were 1 1/2 million purchasers from the 1977 model year who 

had unresolved warranty problems (S'ection 3.5.2). 

Automobiles ranked 1st among 5 products that accounted for 

most warranty and/or guarantee complaints among 32 State agencies 

and 15 voluntary organizations in a 1972 U.S. study (Section 

3.6.1). 

A third major source of consumer dissatisfaction and 

complaints is dealer service and "comeback". 

A 1971 study of Ontario new car owners revealed that 1 in 

2 respondents who had a defect had to return more than once to 

get the car repaired (Section 3.5.2). 

A 1977 study of Wisconsin State new car purchasers 
J 

revealed 1 in 4 had delays getting the most important trouble 

fixed, and 1 in 6 were left with an unresolved problem one year 

after purchase (Section 3.5.2). 

In two late 1970's U.S. and Candian studies, between 1 in 

5 and 1 in 4 most dissatisfied new car purchasers of cars and/or 

transportation items felt that the dealer misrepresented his 

abi~ity to provide parts and service (Section 3.5.4). 

The dissatisfied new car purchaser cannot be consistently 

distinguished from other purchasers. The dissatisfied consumer 

who complains, however, is younger, better educated, and has a 
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higher income. 

In a 1979 study of Canadian new car purchasers, 

dissatisfied purchasers could not be distinguished in terms of a 

wide variety of demographic and socio-economic factors, 

participation in leisure activities, readership of magazines, or 

member$hips in organized groups (Section 3.6.3). 

In a review of 1 Canadian and 4 U.S. studies, it was 

found that complainers were younger, better educated, and had 

higher incomes (Section 3.7.2). 
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Chapter 4 

THE CANADIAN AUTOMOBILE INDUSTRY 

4.1 Introduction 

As revealed in earlier Chapters of this report, there are 

several facets of the new automobile purchase about which 

consumers express dissatisfaction. For example, consumers 

exhibit concerns about workmanship quality. Consumers have also 

been unhappy with the way in which manufacturers and dealers 

respond to warranty clauses. 

Although it is possible to determine why consumers are 

dissatisfied with the new automobile purchase, there can be no 

responsible public or private sector response until it is 

understood why the problems have arisen. It will be argued in 

this Chapter that several problems can be directly attributed to 

the way in which the industry functions. Thus, the objective of 

this Chapter is to identify features of the Canadian or North 

American automobile industry which might explain new car purchase 

dissatisfaction. 

Additional characteristics of the automobile industry which 

help explain consumer dissatisfaction can be identified by 

examining in some detail the Japanese automobile manufacturers. 

Japanese cars have made dramatic gains in North America since 

their introduction to Canada and the U.S. in the 1960s. By May, 

1981, for example, imported cars captured 28.4% of the Canadian 
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market where 22.2% belonged to the four major Japanese auto 

makers. 1 

This chapter will not provide a comprehensive overview of the 

Canadian automobile industry as there already exist a number of 

relevent studies. 2 Topics discussed in these studies include: 

the background of the automobile industry, the structure of the 

industry, the Canada-United States automotive agreement, Canada's 

participation in the North American automobile industry, research 

and development in the a~tomobile industry, and the future of the 

Canadian automobile industry. 

This chapter begins by establishing the Canadian automobile 

industry as an interdependent unit in the total North American 

automobile industry. Then, the characteristics of the North 

American automobile industry which seem to help explain consumer 

dissatisfaction are reviewed. 

4.2 The Canadian Automobile Industry as an Interdependent 
Unit in the North American Automobile Industry 

As more" fully documented in Rei'sman, the Canadian automobile 

, d' , 'If 3 1n ustry 1S not an ent1ty unto 1tse . Instead, it is an 

interdependent unit working with several other units in the total 

Canadian-U.S. automotive industrial complex. Partial evidence 

for this interdependent status is provided by the following: 

The Canada/United States Automotive Products Agreement of 

1965. Provided that certain conditions such as Canadian 

value-added content are met,4 the Automotive Agreement 
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essentially provides a free trade of automobile vehicles across 

the Canadian-U.S. border. As a consequence, only a portion of 

the automobile models sold in Canada are also produced in the 

same country. The U.S. automobile market absorbs 70% of Canadian 

vehicle production and 80% of Canada's independent part 

p'roduction. Conversely, 75% of Canadian demand for North 

American vehicle is satisfied from U.S. production. S 

The Canadian production is in the form of assembly of. 

selected models as directed by the corporate head office. For 

example, Chrysler Canada manufactures the Cordoba, Mirada and 

Imperial models. 6 Other models, such as the omni, Horizon, 

Reliant and Aries are manufactured in the Unit.ed States and 

imported into Canada under the terms of the Automotive Agreement. 

Research and Development. Because it is only an 

interdependent unit in a larger operation, the Canadian 

automobile industry does not have a full range of automotive 

capabilities. Instead, the Canadian unit is mostly concerned 

with assembly operations and parts production while such 

activities as research and development occur in the U.S: For 

example, from 1973 to 1977, the annual amount spent on research 

and development in Canada increased fro~ only ~8.0 to $8.5 

million. 7 In comparison, the U.S. automobile industry spent an 

estimated $3.4 billion on research and development in 1977, an 

increase of about 15% over the previous year. The Canadian 

subsidiaries contributed $251 to $335 ~illion annually to 
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the ~esearch and development accounts of the parent 

U. S. ·corporations over the years 1973 to 1975. 8 . Such differences 

are expected to remain and perhaps grow as the North American 

automobile manufacturers move closer to the "world car" concept. 

Control. The Canadian automobile industry is primarily 

U.S. owned and controlled. 9 For example, the President of 

General Motors of Canada Limited reports to the Executive Vice 

President in charge of the Overseas and Canadian group.lO 

Similarly, the U.S. parent company makes investment decisions on 

behalf of the subsidiaries, in addition to handling such 

functions as purchasing and labour relations. ll 

Implications. There are several implications of recognizing 

the interdependent status of the Canadian automobile industry. 

One implication is that developments in the Canadian automobile 

industry are subject to developments in the U.S. These develop-

.ments would not only include the consequences of decisions made 

by the parent U.S. corporations but would also include changes in 

the U.S. economy and U.S. governmen~ regulations. 

A second implication is that patterns of consumer dfssatis-

faction in Canada are likely to mirror those in the U.S. An 

identical product and a similar distribution system should lead 

to similar problems, where they may exist, in the two countries. 

Thus, U.S.-based studies of consumer satisfaction/dissatisfaction 

should also be applicable to Canada, a hypothesis that was 

supported by the similarity of satisfaction and complaint statistics 
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reviewed in Chapter 3. 

Another consequence of similar dissatisfaction patterns is 

that U.S.-originated public policy options may also be applica~le 

to Canada. Thus, a rich u.s. literature on this topic becomes 

applicable and will be considered in Chapter 5. 

It is recognized that certain differences between the 

countries such as climate may cause some differences in consumer 

problems. However, if such problems exist, the ability to 

respond may be limited. There are obvious economies of scale in 

manufacturing automobiles for the entire North American market, 

as is recognized by the existence of the Automotive Agreement, 

and any Canadian-only modifications may incur costs that outweigh 

the potential consumer benefits. On the other hand, the auto 

industry has always been able to install a wide variety of 

options on each car, and a Canadian option package would seem 

quite possible. This would seem particularly important in order 

to deal with the problems caused by snow, ice and salt. Reisman 

has outlined several methods for encouraging the research and 

development activities in this country necessary to respond to 

. Cd' 12 unlque ana lan concerns. 

The final implication of the interdependence of the Canadian 

automobile industry within the North American industry concerns 

public .policy alternatives for reducing consumer dissatisfaction. 

Public policy initiatives must recognize that decisions by the 

manufacturers are being made for the North American and even 
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world markets, and it may be difficult for the Canadian 

subsidiaries to respond on their own. Indeed, MacDonald argued 

that public policy makers should negotiate directly with the 

U.S. corporate headquarters in order to effectively influence 

C d · . 13 ana lan operatlons. 

4.3 Characteristics of the North American Automobile Industry 
as a Basis for Consumer Dissatisfaction 

In the preceding section, it was established that the 

Canadian automobile industry acts as an interdependent unit 

within the total North American automobile industry. It is 

therefore possible to examine certain characteristics of, and 

developments, in the North American industry which help to 

explain dissatisfaction among Canadian consumers. 

4.3.1 Profitability and Market Demand for Larger Cars 

Consumer problems due to the unavailability of satisfactory 

North American subcompact and compact cars, at least until the 

past two or' three years, can be partially att~ibuted to the 

profitability of, and, hence previous industry focus upon, larger 

cars. 14 Fixed investment in plant and machinery, advertising 

expenses, and labour costs are about the same for either a 

subcompact or standard-size car. Furthermore, raw materials vary 

in cost by no more than approximately $500. 15 Nonetheless, a 

standard or luxury-sized automobile can be sold for several 

thousand dollars more than a compact version. For example, in 
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1974-75, the difference in manufacturing a Chevrolet Caprice and 

a Cadillac DeVille was $300-$400, compared to a $3800 difference 

in the retail price. The subsequent difference in profits to 

General Motors was over $2000. 16 

Until very recently, the tendency for North American 

automobile manufacturers to produce large automobiles has not 

been without market support. Ford, for example, commited $800. 

million to a program which redesigned and revamped the 

corporation's big cars, especially those offered by the 

, 1 M D' ., 17 Llnco n- ercury lV1S10n. This investment subsequently paid 

off with record profits and sales in the early 1970's. It was 

almost overnight in the late 1970's and early 1980's when 

consumers then switched to the small car. This clearly presents 

difficulties to the manufacturer as it takes 3 to 5 years to move 

from the drawing board to showroom. 

4.3.2 Annual Model Changes 

As was documented in Chapter 3, there is evidence of consumer 

concern with a lack of quality in the materials and workmanship 

of North American built cars. A partial explanation for this 

phenomena may be found in the industry practice of annual model 

changes. 

As is well known, a characteristic of the North American 

automobile industry is to offer each year a new version of a 

particular model. In addition, more models are offered each 
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year. For example, at the end of the 1960 model year, there were 

244 models offered by the automobile companies. Seven years 

later, there 370 models. 18 

Two alternative interpretations could explain the practice of 

frequent model changes and additions. One interpretation is that 

the "industry is responding to a consumer need for change, as well 

as an increased desire for more alternatives. The alternative 

interpretation is that the frequent style changes and model 

proliferation act as an inducement for consumers to trade up to a 

new car before the physical life of the car is ended. 19 

Whatever the interpretation for frequent model changes and 

additions, there is one possible effect. Frequent styling 

changes may occur at the expense of significant engineering 

advances. Furthermore, the manufacturer may perceive less need 

to provide a long lasting, durable car. White, f~r example, 

indicated that of the Big Three North American automobiles which 

were nine years old on July 1st, 1955, 80.70% were still on the 

road.~O Twelve years later, only 55.23% of nine-year old cars were 

still operative. 

As suggested by various observers of the North American 

automobile industry, advances in automobile technology have been 

related more to the immediate need to produce annual styling 

changes. 21 Even in areas in which contemporary automobiles 

differ from early, post-war predecessors (e.g. automotive 

transmissions and power-assisted equipment), these observers 
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argued that the basic technology was developed before the war, 

and that post-war developments represent achievements in refining 

the technology, rather than any fundamental change. 22 

It is acknowledged that there is not full agreement on this 

point by industry experts. In a 1982 Automotive News survey of 

domestic automobive engineers, the following results were 

, d 23 obta1ne : 

Statement True False 

In general, Japanese vehicle manufacturers 

surpass U.S. in technical innovation. 27% 73% 

In general, Japanese vehicle manufacturers 

surpass the U.S. in product design expertise. 23 77 

4.3.3 Tangible Versus Intangible Performance Measures 

There is evidence within the automobile industry of emphasis 

upon short-term tangible measures of performance at the expense 

of performance indicators which are more long-term in nature. 

For example, Wright indicated that automobile divisions, from 

assembly plant to dealership operat!ons, are treated as profit 

centres. 24 In addition, McNeil and Miller said that managerial 

f 'db 'f' b'l' 25 F' 11 per ormance 1S measure y a current pro 1ta 1 1ty. 1na y, 

individual deale.rs are judged against their volume of new car 

sales and not, until recently, against the level of customer 

, d 'f ' 26 serV1ce an sat1s act1on. Thus, each of these performance 

measures indicates an emphasis upon measurable short-term sales 

and profits. By implication, there would be less attention paid 

i 
, I 
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to the accumulation of intangible, consumer goodwill. 

The accounting systems of the automobile industry have tended to 

27 emphasize the tangible, short-term measures of performance. 

Such accounting systems can easily record numbers in terms of 

vehicles sold and quarterly profits. However, they do not record 

consumer goodwill which is consequently excluded from corporate 

financial statements. 

This type of bias arising from the short-term accounting 

systems has been further described by Fox, Pate and pondy~8 

These authors contended that short-term accounting systems, when 

applied to services, tend to monitor process rather than output. 

Thus,· rewards were often tied to rigid adherence to such process 

items as cost-control rather than to ultimate service quality. 

According to McNeil and Miller; the short-term accounting 

systems also means that decision-making will favour production 

. 1 29 h . h h .. 1 . . over serv~ce goa s. T e reason 1S t at t e pr~nc~pa cr~ter~a 

used by most manufacturers in setting priorities are the size of 

the division and the likelihood of quick profitability. Against 

these criteria, service divisions are relatively small and 

unprofitable. Thus, service divisions tend not to receive 

substantial resources. 30 

A similar bias holds at the dealer level. Sales results are 

immediate whereas a response to good service' won't show up for 

years. 

Another reason suggested for the emphasis on tangible as 
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opposed to intangible performance indicators is the method of 

1 . t . . 31 se ect1ng op corporat1on execut1ves. Individuals chosen for 

such positions tend to be drawn from divisions handling massive 

amounts of capital (e.g. finance, assembly, etc.). This 

selection bias tends to prevent those with service backgrounds 

from reaching the highest levels of influence in the corporation. 

Similarly, at the dealer level, it is usually former sales 

managers as opposed to service managers who get dealerships. 

This emphasis in the automobile industry upon tangible as 

opposed to intangible performance indicators again helps to 

explain consumer dissatisfaction. Consum~r 

satisfaction with the new automobile purchase is an intangible 

consequence of performance which does not show up on the 

corporate balance sheet. As long as industry sales and profits 

are maintained, the automobile manufacturer does not sense any 

need to change. Sales remain at high levels because dissatisfied 

consumers are "ferried" from one domestic automobile manufacturer 

to another in a never-ending cycle.: 2 It has only been since the 

foreign automobile manufacturers with a known; better pr'oduct 

established credible dealer networks that the situation changed. 

Sales are no longer being ferried but instead lost to foreign 

manufacturers. 



~ 
It , 
I 
I 
J 
I 
I 
~ , 
I 
I 
I 
I • ' 

I 
~. 

• 

104 

4.3.4 Financial Versus Marketing Emphasis 

In the late 1950's, there was evidence of increased emphasis 

upon the financial aspects of the automobile business .. 33 For 

example, there was a greater focus upon the ability of the 

automobile manufacturer to pay shareholders a consistent, annual 

dividend. As a consequence, short term profits were maximized at 

the expense of the periodic investments needed to ensure long 

term profitability. 

Concurrent with the financial and internal emphasis was a 

relative lack of emphasis upon marketing and the external side of 

the business. 34 In other words, rather than being concerned with 

understanding and meeting consumer needs, the objective was to 

get the product out of the plant and out of the showroom. In 

marketing terminology, there was a "sales" orientation as opposed 

to a true "marketing" orientation. For example, a recent 

announcement described the appointment of the new General 

Marketing Manager at the Chevrolet Division of General Motors. 35 

The significance of the announcement was that the General 

Marketing Manager would report directly to' the General Manager of 

the Division, in contrast to the previous arrangement whereby the . 

senior marketing person reported to the General Manager through 

the General Sales Manager. It also contrasted to the previous 

situation where "some auto industry observers believed Chevy 

salesmen ran the advertising and marketing." 

In the Canadian context, it was not possible to find evidence 
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among the domestic manufacturers of another indicator of a 

36 marketing orientation, a consistent marketing research program. 

By marketing research, it is not simply meant surveys of recent 

purchasers or advertising tests, but instead periodic usage and 

attitude surveys of all automobile purchasers. The surveys would 

also not only measure overall brand intentions and preferences 

but also purchase criteria and ratings of each of the makes on 

each of the criteria. 

Another indicator of a lack of a strong consumer orientation 

is found in a human factors study supervised by an industrial 

engineering professor at the University of Toronto. 37 "North 

American cars were woefully lacking. When people put on 

seatbelts they frequently couldn't reach all the controls. We 

found women who couldn't reach the ignition key or fully depress 

the brake pedal. Taller people lacked upward visibility through 

the windshield and shorter people lacked downward visibility." In 

contrast, Japanese car makers, lacking 'direct knowledge of North 

American body types and sizes, conducted extensive human factors 

research. The result was Japanese cars of sophisticated design 

that comfortably accommodated a wide range of drivers and "makes 

(which) were far and away the best" . 

This relative difference between North American and domestic 

manufacturers was emphasized in another study by Robert E. Cole 

f th U · 't f M' h' 38 HId d th t f th o e nlverSl y 0 lC 19an. e conc u e a one 0 e 

reasons Japanese cars were better than their u.s. competitors in 
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many respects was that U.S. management too often defined quality 

in its narrowest sense: as conformity to specifications rather 

than "fitness for use" as defined by the consumer. Conformity to 

specifications then becomes an end in itself, "the subject of 

dispute among different department and specialities within the 

industrial bureaucracy, and the final user is forgotten." 

One reason that has been advanced for the lack of a true 

marketing orientation and isolation from the consumer is the 

large size of the North American car manufacturer organizations. 

MacDonald, for example, in a typical Galbraithian manner argued that 

bigness in the auto industry "defies mediocrity, manipulates the 

national economy, robotizes employees, (and) dictates to 

customers. ,,39 

Insiders acknowledge the problems of the bureaucracy in the 

automotive organizations. DeLorean described how he took over 

the large Chevrolet Division at General Motors and found it out 

f 1 40 D .. k . 1 t k 1 th t o contro. eC1Slon-ma lng consequent y 00 so ong a 

decisions were implemented at the last minute resulting in poor 

products. He felt even more powerless when he reached tne "14th 

Floor" of General Motors. There, he found an emphasis on 

day-to-day internal operations as opposed to what he thought 

should be long-term, external concerns. 

Other insiders agree. In a 1982 Automotive News survey of 

domestic automotive engineers, 76% identified "poor performance" 

by auto company top management as a main reason for lagging 
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productivity in the U.S. " 41 automotive lndustry. 

At some point, the short-term focus upon internal operations, 

sales and shareholder satisfaction, arrives at the expense of 

long term consumer satisfaction. If an industry does not change 

in response to varying consumer needs, it will lose its consumer 

franchise. Thus, the current problems and massive rebuilding by 

the North American automobile manufacturers could be interpreted 

as making up for expenditures that should have been done over the 

past two or three decades. 

4.3.6 Quality of Work Life and Product Quality 

As was evidenced in Chapter 3, North American consumers are 

dissatisfied with the quality of workmanship in the domestic 

automobile. It is possible to attribute at least some o·f this 

lack of product quality to worker discontent. 42 

According to Flink, the problem in the work force is due to the 

fact that the workers have changed while automobile manufacturing 

methods have continued as they were, in the 1920's. For example, 

the public school system and mass media have ied the present 

generation of assembly line workers to adopt middle class values 

d ,43 A h 1 an expectatlons. s a consequence, t ey can no onger 

tolerate the monotonous boredom of repetitive labour, and 

absenteeism in North American automobile plants climbed to 13% in 

'7 3% f I' 44 the mld-19 Os, versus only a ew years ear ler. In 

addition, alcoholism, drug abuse and industrial sabotage are 
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freqpently observed on the assembly line. The only possible 

result of these factors is a decline in productivity and quality 

control. 

Today's North American value system also does not place great 

weight on skilled trades and occupations. 45 It emphasizes instead 

professional and while collar occupations. The best people do 

not consider a mechanic or plant worker a likely career. Others ~10 

fall into these occupations lack pride in their accomplishment and lenc( 

workmanship. 

The North American automobile industry has recognized 

problems in the work life,and various upgrading programmes have 

been implemented. For example, General Motors implemented a 

Qual.ity of Work Life program at the Tarrytown plant which 

resulted in a reduction of lost-man days due to absenteeism, 

quelled the unrest and discontent among workers and improved 

d .,. d d 1'· 46 pro uctlVlty an pro uct qua lty. 

Japanese Work Life. The Japanese workforce evidences several 

differences from their North American counterparts. For example, 

a Japanese employee expects to spend a lifetime with one 

company. 

success. 

As a consequence, his success is tied to his company's 

He tends to be well motivated and loyal. 47 

Internal job mobility is encouraged in the Japanese 

workforce. Initially, an automobile company trains a new 

employee on the operation of a particular machine. If after a 

period of time the employee desires a change, he is retrained. 
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As the workers get older, they also tend to get lighter tasks. 

In contrast to the u.s. automobile industry, there are no 

fifty-five year old employees on the assembly line struggling to 

'h h ' h' 'd t ' 48 keep up Wlt ot ers In t elr ml - wentles. 

Japanese workers are also responsible for checking the 

quality of their own work. This factor tends to make the job 

more interesting and satisfying, thus making the employee more 

involved in the company and the quality of the manufactured 

49 
p~oduct. 

This high quality of the Japanese work1ife has implications 

for the quality of the product and subsequent consumer 

satisfaction with the Japanese product. As demonstrated even in 

North America, there is a positive correlation between Quality of 

the Work Life and Quality of the product. 50 

4.3.6 Manufacturing Technology and Product Quality 

The average North American automobile plant is between 20 and 

30 years of age,51 with some datin9 back to the 1930's. Whl1e 

the age of plant has not prevented the North American 

manufacturers from developing and adopting modern technology, the. 

pressure to do so has not occurred until very recently, when, for 

the first time, they have not been able to sell every car that 

could be made. 

The relative newness of the Japanese and European automobile 

industries means that they have the most recent automotive 
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technology, both in terms of component manufacturers and assembly 

operations. For example, in 1979, no Japanese automobile plant 

was older than 11 years in age~52 New equipment incorporating 

the most recent technological developments including robotics 

means greater precision in manufacturing and hence the production 

of higher quality products. 

Hayes provided a different explanation for the quality 

differences. 53 On the basis of his study 6f six manufacturing 

facilities (primarily electronics and computer), he concluded 

that the Japanese managers succeed because they never stop 

emphasizing the manufacturing basics. They constantly work to 

improve equipment design, inventory control system, and worker 

skills through cooperation at all levels. The ultimate goal is 

error-free operations and perfect products. 

The superiority of Japanese manufacturing technology and 

subsequent effects on motor-vehicle quality are acknowledged by 

the North American industry. In a 1982 Automotive News survey of 

General Mot?rs, Ford Motor Co., Chrysler, American Motors and 

Volkswagen of America engineering personnel, 74% agreed "that 

Japanese vehicle manufacturers surpassed the u.s. in manufacturing 

expertise. 54 Furthermore, 84% identified Japan as best in "Fit 

and Finish". 

In 1978, the North American automobile industry produced 12.7 

vehicles per man year. In contrast, the Japanese automobile 

industry produced 23.6 vehicles per man year. 55 MacDonald 
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acknowledged that there. may be some difficulty in comparing 

productivity figures between North America and Japan due to the 

difficulty in securing comparable employment data. However, even 

when he assumed that the Japanese workforce was understated, 

there was still a significant difference in Japan's favour. 

The benefits to the consumer of the above-mentioned 

characteristics of the Japanese automobile industry are several. 

With higher quality manufacturing, greater productivity and 

comparable or lower wages, the Japanese automobile manufacturer 

can offer the North American consumer ·value for the money, the 

combination of the top-ranking purchase price and quality 

attributes. For basically the same size vehicle, the Japanese 

manufacturers have a price advantage over their North American 

counterparts; which one observer 
56 estimated to be $(U.S.)1,700. 

4.3.7 Fuel Economy and Mileage Ratings 

As was established in Chapter 2, fuel economy is a 

high-ranking attribute used by Nort~ American consumers to 

evaluate their automobile choice. 

On fuel economy, the Japanese cars again surpassed their North 

American counterparts. For example, MacDonald compared the fuel 

consumption of mini-compacts and SUb-compacts as follows: 57 
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Fuel Consumption 

(litres/IOO kIn) 
1980 

8.7 

1981 

8.1 

Japanese 8.2 7.1 

Again, North American automotive personnel agreed with this 

relative difference. In the 1982 survey of domestic automotive 

engineers, 76% rated motor-vehicles from Japan as best in fuel 

58 economy. 

While the differences in fuel economy may cause some degree of 

dissatisfaction with the domestic car, it appears that the major 

source of complaints comes from public sector attempts to p·ublicize 

mileage ratings. In the attempt to derive comparable figures, the 

government departments and age·ncies have produced their figures under 

ideal conditions. The consurner, however, expects to achieve the 

same mileage, no matter what his driving habits or the climatic 

conditions. He then finds that his mileage doesn't meet the 

published figures and consequently is dissatisfied. 

One dealer observed that mileage publications are no longer a 

maj or problem. For the average con,surner used to thinking in 

miles per gallon, the metric presentation of iitres per '100 

kilometers is not understandable, and he no longer makes the 

comparisons. 

4.3.8 Warranties 

There are several reasons why warranties have strained 

customer-dealer-manufacturer relations. While several of the 



I 
~ 
.. 

-I 
J. 
--
--, 
I 
I , 
I 
-I 
~ 
-

113 

reasons are no longer applicable, they at least explain why this 

has been a problem area in the past. 

Compensation for Warranty Parts. At one time, a dealer 

replacing a defective part under warranty was entitled to charge 

the manufacturer only the net cost of the part plus 25%. Several 

auto dealers interviewed by Romero, however, complained that this 

scheme covered only the cost of handling the parts and the 

portion of general overhead expenses ass~gned to the parts , 
department. 59 It did not provide any profit for the dealer. 

Thus, warranty work would easily be put aside in favour of retail 

work. 

Compensation for Labour Performed Under Warranty. The 

compensation of dealers for labour performed under warranty is 

based upon a specified time for making a particular repair and 

upon an hourly labour rate negotiated with each dealer. 60 While 

a survey of Ontario motor vehicle dealers indicated that 55% of 

the dealers were satisfied with the rates of payments, the other 

45% stated they were not. 

included: 6l 

Reasons for the dissatisfaction 

1. The warranty time allowance was unrealistic. 

2. The warranty time was fixed irrespective of whether 

it took the mechanic more or less time to replace 

the defective part, and 

3. The dealers could receive less for warranty work 

than they did for the same work paid for by the consumer. 
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Warranty Regulations. Each manufacturer administered their 

warranties under a strict set of rules aimed at reducing the 

total cost· of warranty repairs. Some dealers regarded these 

rules as being limiting which predisposed them not to perform 

t . 62 warran y repa~rs. Also, when warranty repairs involved only a 

small sum of money, the dealer would find his required paper work 

to be more expensive than what he would receive in compensation. 

Labour Only Limitations. For at least two reasons, 

manufacturers have been reluctant to pay for repairs or 

adjustments involving only labour. 63 First, manufacturers were 

only obliged under the warranty to repair or replace a defective 

part. Second, when there were no defective parts to be removed 

and kept as evidence of the need for warranty repair, 

manufacturers could not control whether or not the repairs were 

actually needed or were performed by the dealers. For these 

reasons, warranty repairs involving only labour had to be 

approved by the manufacturer's representative. Without advance 

agreement, the dealer who went ahea? was obliged to absorb the 

cost of the repairs if the manufacturer's repiesentativ~ refused 

compensation. 64 Although Romero found that only 20-30% of all 

warranty claims required prior authority, the administrative 

requirements for such a large portion of warranty work encouraged 

d 
. 65 dealers to refuse or elay labour-only warranty repa~rs. 

Delay in Dealer Payments. A survey of Ontario motor vehicle 

dealers found substantial delays in warranty payments made by 
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manufacturer to dea1ers. 66 The average period of payment was 

found to be 47.52 days and one dealer was reported to have waited 

99 days before compensation was received·. Again, such a factor 

influences a dealer's responsiveness to the conduct of warranty 

work. 

Rejection of Warranty Claims. As implied above, the dealer 

could deny the customer's request for warranty work if the dealer 

was in any doubt as to whether or not he would be reimbursed by 

the manufacturer. For example, one of the respondents in the 

survey of Ontario motor vehicle dealers stated that in 1970, an 

average of 20% of his warranty claims in 1970 were rejected. 67 

For all dealers, the average proportion of warranty claims 

rejected by the manufacturers was 4.07%. 

Warranty Expiration. Today, a main problem 

surrounding warranties centers on the 

expiration date or mileage. No matter how long the warranty 

period is set, there would always be someone who had problems 

immediately after expiry and who would want consideration. The 

optional extended warranties available today seem to hav'e taken 

some pressure off this area as a source of problems. 

Interpretation. McNeil and Miller's explanation for the 

. .. . t' 68 warranty problem was lnconslstency ln warranty lnterpre atlon .. 

There was uncertainty on the part of the dealer as to what the 

manufacturer would allow. Inconsistency could also arise when 

district personnel were understaffed and overburdened with 
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respect to the volume of warranty claims. 

Feldman discussed the most common problems that consumers 

. . h" . 69 d experlence Wlt respect to warrantles. He foun that there 

existed differing perceptions of warranty functions between the 

customer and the manufacturer. Other problems related to obscure 

terminology, lack of access to the warranty prior to purchase, 

lack of clarity regarding responsibility for provision of the 

warranty service, and difficulty in obtaining satisfactory 

warranty service. 

Consumer. The consumer shares some responsibility for 

warranty problem in not reading or understanding their 

provisions. However, some manufacturers and dealers have 

avoided this situation by simply stating that everything was 

covered, unless caused by abuse. 

4.3.9 Product Complexity and Servicing 

Product complexity of the new car product has to account for 

at least some of the difficulties of the new car purchaser •. The 

significant engineering advances in" ignition ~nd engine ~ontrols, 

automotive electronics, and other areas of the new car have at 

least two implications. Today's new automobile is no longer the 

hobby of teach-yourself, back-yard mechanics. Servicing and 

diagnostic capabilities must be extremely advanced and service 

personnel must effectively be on continuous training to keep up 

with the changes. It is a dealer expense easy to put off. Any 
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slippage, however, immediately creates a situation liable to 

generating dissatisfaction. 

The problem here is partly complicated by the fact that 

dealers must not only train their personnel in order to keep uP. 

with the technology. They must also make significant investments 

in the diagnostic equipment being continuously developed. Not 

all dealers are doing so and some are not even using the built-in 

diagnostic equipment in the cars themselves. Thus, a number of 

consumer complaints will be generated simply due to the 

difficulties in identifying the cause of the problem. 

The servicing situation surrounding the complex product is 

further complicated by the easy potential for a breakdown in 

communications. Customers arrive together at the beginning of 

the day and on their way to work. They try to explain the 

problem to'a service manager who translates it into a work order. 

A shop foreman or mechanic in turn must translate the work order. 

Work is done and qryptic comments about it are recorded on the 

work order. The customers again arFive in a group and a service 

manager, or even a salesman on the ~vening shift, must iranslate 

back to the customer what was done. Clearly, this situation is 

very liable to a breakdown in communications and able to become 

a source of complaints. 

The new car owner shares responsibility in dealing with the 

complexity of his purchase. Today's automobile can no longer be 

neglected and expected to run on with unswerving reliability. 
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Maintenance schedules must be adhered to, and problems 

immediately considered. For example, Tuff-Kbte Dinol, 

Inc. recently inspected several thousand 1977, 1978 and 1979 

makes and found a surprising amount of rust, even though all had 

been previously rustproofed. 70 Company officials concluded that 

most of the problems lay with the car owners who failed to return' 

their cars to the rustproofers for the periodic inspections 

required to keep their warranties effective • 

According to James O. Boord, Assistant Director, Automotive 

Technical Services Department, Champion Spark Plug Co., the 

manufacturer's share some responsibility for a lack of consumer 

maintenance. 71 His argument was that the recommended service 

and maintenance intervals were unrealistically long and created 

"a complacent attitude among American motorists that will 

ultimately result in costly and needless repair bills and poor 

fuel economy." 

4.3.10 The Automobile Industry and Complaint Statistics 

To the average consumer, an automobile is'an automotiile, and 

a purchaser would be unlikely to recognize the complex 

infrastructure behind their new car. However, any of the 

following elements of the industry could be a source of 

compl aints: 

The automobile manufacturer, 

The automobile importer, 
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Parts manufacturers, 

Parts distributors, 

New vehicle dealers, 

Used vehicle dealers, 

Franchised service outlets, 

Non-franchised service outlets, 

Specialty repair outlets, and 

Specialty accessory outlets. 

The relevance of listing these numerous industry elements is 

to recognize that a new car complaint could arise from a source 

not in fact connected with the new car purchase. Dissatisfaction 

and complaint statistics must be carefully analyzed in order to 

identify their source. 

4.4 Conclusions 

In Chapter 3, it was concluded that new car purchasers were 

significantly more dissatisfied with the product of the North 

American manufacturers than they were with foreign manufacturers. . . 
The following factors have each contributed to some degree to 

this dissatisfaction: 

Encouraged until recently by consumer demand for the 

larger, more profitable vehicles, domestic producers did 

not have any impetu,s for developing quality compact and 

sUb-compact vehicles (Section 4.3.1). 
, 

Supported by a North'American emphasis upon newness and 
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change, domestic manufacturers have had to pay relatively 

greater attention to annual styling changes, which at some 

point, have been at the expense of engineering advances, 

such as in fuel economy (Sections 4.3.2 and 4.3.7). 

The accounting systems of the automobile manufacturers 

have emphasized usage of tangible short-term production and 

sales performance measures, because of an inability to 

account for intangible, long-term service and satisfaction 

(Section 4.3.3). 

The large size and bureaucratic nature of the automobile 

manufacturer organizations allowed them to take a sales 

orientation, and focus upon financial goals and 

shareholder satisfaction, as opposed to a marketing 

orientation, with its focus upon consumer needs and 

purchaser satisfaction (Section 4.3.4). 

The diffusion and adoption of middle class values by North 

Americans resulted in a relative lack of emphasis being 

attached to the importance of skilled trades and 

occupations, the quality of work life in the plan'ts, and 

pride of workmanship (Section 4.3.7). 

Domestic manufacturers fell behind in manufacturing 

technology in addition to being reluctant to accept 

manufacturing goals of error-free operations and perfect 

products (Section 4.3.6). 

Other factors which partially explain consumer 
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dissatisfacti.on, but which are common to both domestic and 

offshore manufacturers, are as follows: 

The complexity of today's new car product is not 

consistently matched ~dealer diagnostic capabilities, 

training of service personnel, or new car owner adherence 

to maintenance schedules (Section 4.3.7). 

The complexity of the automobile industry makes it liable 

to breakdowns in communications between manufacturers, 

dealers and consumers (Sections 4.3.7 and 4.3.8). 

Features of manufacturer-dealer relationship on warranty 

work resulted in warranty work being given second 

preference by dealers to the more profitable and easily 

managed retail work (Section 4.3.8). 

As long as warranties have clauses, they will be a 

potential source of disagreement between manufacturers, 

dealers and purchasers (Section 4.3.8). 

Publications by various public bodies of gas mileage 

ratings derived under ideal conditions have resulted in 

unrealistic new car purchaser expectations (Section 4.3.7). 

The new car purchase has had attributed to it 

dissatisfaction and complaints more rightfully belonging to 

other elements of the automobile industry (Section 

4.3.10) • 
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Chapter 5 

RESPONSES TO CONSUMER DISSATISFACTION 

5.1 Introduction 

Previous Chapters of this report identified several reasons 

for the relatively high levels of new car purchase 

dissatisfaction as summarized in Section 3.6.1. One reason was 

that the automobile industry generated a relatively high level of 

dissatisfaction, not because of any greater failing by this 

industry compared to other industries, but simply because of the 

nature of the product and associated purchasing behaviour 

(Section 2.4). Consumers are highly involved in the new car 

purchase and cannot ignore even the minor problems of a complex 

prod~ctas they might do with other simpler products (Section 

2.4) . 

A second reason for dissatisfaction was that the new car 

purchaser is distinguishable from the general population and 

shares demographic and socio-economic similarities with the 

"complainer" i.e. the person who contacts private and public' 

sector organizations when dissatisfied (Sections 2.2, 3.6.3 and 

3.7.2) . This relationship ag ain results' in the new car purchase 

generating a relatively higher level of dissatisfaction and 

complaints as compared to other products. 

A third reason for new car dissatisfaction was that some of 

the complain.ts more rightfully belonged to other elements of a 

complex automobile industry, and not to the automobile 
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manufacturers or authorized dealers (Section 4.3.10) • 

. These conclusions do not mean that new car purchase 

dissatisfaction is unjustified. It was established that today's 

new car purchaser selects their vehicle by comparing the 

alternatives on price, fuel economy, quality, reliability, and 

servicing requirements (Section 2.3). It was further established 

that new cars, especially those of the North American 

manufacturers (Sections 3.3, 3.5, and 3.6.2), had failed on some 

of the most important of these attributes, especially quality of 

materials and workmanship (Sections 3.3, 3.4.1 and 3.5.1), 

warranty performance (Sections 3.4.2, 3.5.2 and 3.6.1), and 

dealer service and "comeback" (Sections 3.5.2 and 3.5.4). 

The reasons for these failings were numerous. Quality of 

materials and workmanship, at least among the North American 

manufacturers, was traced to; 

A styling versus an engineering emphasis (Section 4.3.2), 

A. lack of societal emphasis upon skilled trades and 

occupations (Section 4.3.7),. 

A lack of emphasis upon the quality of worklife in the 

plants (Section 4.3.7) 

An inability to quickly adopt advances in manufacturing 

technology (Section 4.3.6), and 

A reluctance to accept manufacturing goals of error-free 

operations and perfect products (Section 4.3.6). 

Warranty problems were traced to: 
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Features of the manufacturer-dealer relationship which 

encouraged dealers to prefer the more profitable and 

easily managed retail work (Section 4.3.8) and 

Disagreement over the interpretation of warranty clauses 

(Section 4.3.8). 

Performance of warranty work and other facets of dealer 

servicing resulting in consumer dissatisfaction were traced to: 

The complexity of the new car product (Section 4.3.7), 

Insufficient dealer diagnostic capabilities (Section 4.3.7), 

Lack of new ca~ owner adherence to maintenance ·schedules 

(Section 4.3.7), 

Lack of training of service personnel in both current 

automotive technology and human relations skills 

(Section 4.3.7), 

An emphasis upon sales as.opposed to service (Section 

4.3.4), and 

An inability to account for the intangible aspects of 

customer satisfaction (Section 4.3.3). 

The reasons that North American manufacturers took so long to 

respond to consumer dissatisfaction were: 

The large size and bureaucratic nature of the automobile 

manufacturer organizations made upward communications 

difficult and responses slow (Section 4.3.4), 

A sales, financial and production orientation with a goal 

of shareholder satisfaction predominated over a marketing 
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orientation with a goal of consumer and purchaser 

satisfaction (Sections 4.3.3 and 4.3.4), and 

The complexity of the ~utomobile industry ~ade it liable 

to breakdowns in manufacturer, dealer and customer 

communications (Sections 4.3.7 and 4.3.8). 

The public sector as well contributed to consumer 

dissatisfaction. The publication of gas mileage ratings derived 

under ideal conditions resulted in unrealistic new car purchaser 

expectations (Section 4.3.7). 

The preceding explanation for consumer dissatisfaction with 

the new car purchase seems to indicate that responses must COlne 

mostly from the dealers and manufacturers. As a consequence, 

this Chapter provides several prescriptive suggestions. 

The role of the public sector would seem to be one of 

facilitation, monitoring, and advocacy. This sector would provide 

the climate and encouragement for dealers and manufacturers to 

take the necessary steps. It would monitor the results through 

research and act only when the private sector failed to respond. 

Details of this role conclude this Chapter. 

5.2 Dealer Prescriptions 

There are four underlying principles to the dealer-related 

prescriptions which follow. The first principle is that the 

dealer must adopt a marketing as opposed to sales orientation. 

The marketing orientation means that the dealer is truly 
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v 
consumer-oriented and tries to understand his prospective 

customer and respond accordingly. This orientation not only 

applies to selling the consumer the right vehicle but to 

providing him correct and timely servicing. 

The second principle for the dealer is to adopt a long-term 

perspective. The dealer must realize that his ultimate success 

will come from selling the customer on the dealership and his 

product line as opposed to a particular vehicle. Doing 

everything to satisfy the customer will maintain loyalty and 

erisure repeat business. 

The third principle is to ensure open communications. In 

large dealerships in particular, the servicing area is liable to 

a breakdown in the link between the customer, the service 

technician, and back to the customer. For example, a three-year 

evaluation study done by Booz-Allen and Hamilton found that the 

shorter the link between the customer and the mechanic, the 

higher the quality of repair (measured by return rate for 

ad justment) .1, Customers were happier When dealing with either the 

owner or the mechanic than with the service manager or a'writer. 

The fourth principle is to appreciate the problems inherent 

in the servicing area. "Comeback" is such a serious problem in 

the customer's eyes that the dealer must take every effort to 

ensure problems are properly diagnosed, that the customer 

understands what will occur during the repair period, and that 

the customer be immediately informed of any changes in the repair 
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status. 

5.2.1 Sales force Prescriptions 

Qualify the respondent and sell him on the car that he needs 

and not the car that you would like to sell. Listen to what the 

prospect is saying. Have the prospect drive the car. Care about 

the customer. Think long-term and make the customer want to come 

back again when he buys his next new car, 3 to 5 years from now. 

Conduct the prede1ivery inspection through the eyes of the 

customer. It is "'fit and finish" that indicates to the customer 

the quality of his vehicle. 

Explain the warranty procedure and owner's manual. It must 

be assumed that the customer won't read it. 

Fol1owup the customer on a periodic basis, such as every 

other month, to ensure continued satisfaction. Maintain customer 

contact even after the warranty expires. 

5.2.2 Servicing Prescriptions 

Recognize that the service center is the key to long-term 

customer satisfaction. If the manufactu'rer has produced a 

quality product and the sa1esforce have done their job, the 

experiences of the customer at the service center will determine 

whether or not he returns to the dealer. 

Staff and train the service people according to the job 

they will do. Keep qualified the service technicians and shop 
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f~re~en on today's complex product. Service people who deal with 

the customers must be either technical people with interpersonal 

training or human relations people with technical training. 

Pay the service people at least as much as the sales 

people. Set up the service 'center as a profit center and engage 

in profit sharing. Alternatively, tie service bonuses to the 

customer satisfaction index. 

Recognize the inherent conflict in the morning and evening 

when 'customers arrive to either leave or pick up their vehicle. 

Provide extra, qualified staff as necessary to greet the 

customer, accurately record the problem, and explain the repairs 

when the job is completed. 

Facilitate the service transaction with available computer 

technology. For example, Reynold & Reynolds Co. created a 

Service Merchandising System which, with only a vehicle 

identification number, will immediately provide information on 

the vehicle, the customer, previous work, and recommended work. 2 

It will also produce customized "forecast and followup" post' 

cards. 

Improve customer-technician communications by tape 

recording the customer's problem description. Alternatively, 

adopt something like the General Motors Service 

Research-developed TOUCH (Touch qperated Universal Communication 

Helper). -TOU~H is a self-instructing computerized aid for helping a 

cpstomer to accurately and fully describe his problem through 
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a series of questions and answers which trigger further 

t ' 3 ques lons. The printout for the customer and technician lists a 

complete and accurate description of the problem as weil as a 

list of possible causes. 

The computer revolution and plummeting prices makes 

service technology available to even the smallest dealers. 

However, for the dealer who feels he is still too small to justify 

the investment, he can rec,ognize his advantage in the personal 

touch and greater immunity to breakdown of the 

customer-technician-customer communication link. He or his 

service technician can deal directly with the customer. 

Ensure the capabilities and usage of diagnostic equipment. 

Booz-Allen and Hamilton evaluated more than 6,000 pieces of 

equipment owned by 307 u.s. repair and diagnostic facilities. 4 

Only 90% were in full working condition and only 56% of the 

working units were within industry-accepted accuracy 

specifications. 

Follow-up the service customer to ensure his satisfaction. 

5.3 Manufacturer Responses 

Given the reasons for consumer dissatisfaction identified 

throughout this report and summarized at the beginning of this 

Chapter, it is clear that the manufacturer has the major 

responsibility for responding to consumer problems. The 

prescriptions which follow recognize this responsibility and are 
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based upon the following principles: 

The manufacturer must adopt a marketing orientation with a 

focus upon consumer needs and satisfaction as opposed to a sales 

and production orientation. Such an orientation is characterized 

by extensive marketing research activities and consumer 

consultation. 

The manufacturer must improve internal as w~ll as external 

communications. Dealers, in particular, are closest to consumers 

and have much 'to offer in understanding c6~sumer problems. 

The manufacturer must recognize and account for the 

intangible but important nature of long-term consumer 

satisfaction. 

The manufacturer must recognize and account for the major 

problem areas related to quality of the product and workmanship, 

servicing, and warranty performance. 

5.3.1 Servicing Prescriptions 

Make servicing a number one ,priority in the organization. 

Appoint a vice-president in charge of service who reports to the 

president. 

Provide continuous service personnel training 

opportunities to the dealers in both human relations skills as 

well as product technology. Build the professional status of 

service personnel with degree programs, apprenticeship training 

programs, courses integrated with local colleges, and short-term 
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refresher and update courses in local areas and at the 

dealerships. 

Provide courses and seminars to the dealers on servicing 

so that they fully appreciate and understand the servicing 

function. 

Monitor dealer servi.cing through surveys of customers. 

Construct customer satisfaction indices covering all aspects of 

dealer service, such as new vehicle condition at delivery, and 

vehicle condition at subsequent periodic intervals. 

Set ever-increasing satisfaction objectives for dealers. 

Reward those who meet their objectives accordingly. 
I 

Provide dealer-consultants to give nuts-and-bo1ts advice 

on problems unique to individual service departments to dealers 

who request these services as well as to dealers who do not meet 

satisfaction objectives. 

Implement an upwards communications system from dealers to 

benefit from their experience and close relationships with 

customers. Consult extensively with those dealers at the high 

end of the satisfaction indices. 

Recognize the dealer as an equal partner in generating 

customer satisfaction. Implement franchise agreements that are 

shorter and understandable. 
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5.3.2 Quality Control Prescriptions 

'Make quality a number one priority in the organization. 

Appoint a vice president in charge of Quality Control who reports 

directly to the president. 

Make error-free operations and perfect cars the objective 

of the manufacturing process. Implement "zero-defect" programs 

as has characterized aerospace and submarine programs. 

Improve quality by adopting current manufacturing 

technology and techniques. Use robotics to enhance quality of 

workmanship. Build quality into the manufacturing to replace 

inspections for quality. 

Demand error-free operations and perfection from 

suppliers. 

5.3.3 Quality of Worklife Prescriptions 

Implement quality of worklife programs which are 

characterized by:5 

Seeking and heeding worker suggestions, 

InvoJve.-uent of the workforce in decisions that affect them, 

Adoption of concensus decision-ma'king, 

Provision of more varied tasks to the workforce, 

Instilling a sense of purpose and mission, 

Using automation to move the workforce from physically 

demanding jobs to work that is more pleasant, challenging, and 

skilled, 
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Instilling cooperation and consultation, 

Provision of an environment of lifetime employment and 

firm job secu~ity, 

.' Reduction of the formalized distance between different 

ranks by shared cafeterias, parking lots, and lockerrooms, 

Removal of adversarial conditions, suspicion and lack of 

trust, 

Removal of time-clocks, 

Making the workforce responsible for checking their own 

work, 

Provision of profit-sharing opportunities for the 

workforce, 

Keeping the workforce fully-informed on all aspects of the 

business including operations and financial health, 

Recognition of the limitations of quality of worklife 

programs and variations such as "quality circles" if done in 

isolation and without full support from both management and the 

workforce. 

5.3.4 ,Consumer Affairs Units 

Implement and encourage consumer affairs units in order to: 6 

Handle, resolve and analyze customer complaints and 

inquiries, 

Develop and disseminate to consumers better information on 

the purchase and use of the new ca~ and related services and 
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espe,?ially the warranty, 

Serve as an internal consumer "ombudsman" and consultant 

on consumer matters within the company, and 

Provide liaison with consumer interest organizations such 

as the Consumer's Association of Canada and the Automobile 

Protection Association. 

5.3.5 Marketing Research Prescriptions 

Conduct periodic marketing research surveys among all new 

car purchasers. Identify attributes that consumers use to 

compare and select their new vehicle. Compare manufacturers and 

models on relative performance on these attributes. Recognize 

that consumer satisfaction surveys of purchasers of own make and 

models ignore purchasers who selected other alternatives. 

Identify why these consume'rs selected those other alternatives • 

Incorporate the periodic' survey results into balance sheet 

accounts of consumer satisfaction. 

5.3.6 Internal Communications Prescriptions , ' 

Recognize the inherent difficul ti'es of internal 

communications within large organizations. Implement procedures 

to encourage and facilitate upwards communications. 
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5~3.7 Warranty Prescriptions 

Provide blanket, all-inclusive warranties. As long as 

warranties have clauses, they will be open to interpretation and 

disagreement. 

Plan warranty procedures which assume that the customer 

does not read the warranty. 

Express warranties in simple and clear language. 

Recognize the potential for consumer dissatisfaction for 

problems that occur shortly after the warranty expires. Remind 

purchasers just before their warranty expires to bring their 

vehicle in for a check. Afterwards, negotiate with the consumer 

such that ~he consumer will return for the next purchase. 

Compensate dealers for warranty parts and labour at the 

retail rate· 

Simplify dealer warranty procedures, including payment and 

warranty claim approvals. 7 

5.4 Public Sector Responses 

This report emphasizes the responsibility of dealers' and 

manufacturers to respond to new car purc'has~ dissatisfaction. 

Ma.ny prescriptions have been advanced, most of which have been 

recognized by at least som'e elements of the automobile industry, 

and many of which have already been implemented. 

As Day emphasized, however, self-regulation is not always 

effective. 8 Members of an industry often cannot or will not see 
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injustices in their systems and simply ignore criticisms. Some 

issues are perceived as outside of the responsibility of the 

industry. Some elements of the industry simply do not have the 

resources to respond to consumer problems even if desired. 

Finally, there is a lack of public trust in self-regulation 

movements. In the automobile industry, in particular, various 

incidents such as the GM response to Nader's book, the Pinto gas 

tank fires, the GM engine switching, the "Rusty Fords", and 

product recalls create an atmosphere of distrust and suspicion. 

These problems of self-regulation, therefore, provide a first 

rationale for public sector intervention in dealing with new car 

purchase dissatisfaction. 

A second rationale for government response is that individual 

automobile manufacturers and dealers show differences in their 

ability to provide consumer satisfaction. In Sections 3.3, 3.5, 

and 3.6.2, for example, it was shown that import manufacturers 

differed from domestic manufacturers in providing higher levels 

of consumer satisfaction. These sections also identified 

differences among individual manufacturers although no consistent 

patterns could be observed. 

In principle, the market mechanism should work to isolate and 

remove unsatisfactory market elements. However, the market 

mechanism assumes that consumers have relevant information which, 

for the complex new car product, is not easy. Thus, the public 

sector has a role to play in monitoring manufacturer and dealer 
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performance and ensu~ing consumers are fully informed of any 

variations. 

The principles underlying public sector response to consumer 

dissatisfaction with the new car purchase would 'therefore seem to be 

be threefold: 

Facilitating industry attempts to increase consumer 

s.atisfaction, 

Monitoring industry results in increasing consumer 

satisfaction, and 

Assuming an advocacy role when industry attempts and 

results are not satisfactory. 

These principles underly the public sector prescriptions 

which follow. 

5.4.1 Government-Industry Cooperation and Consultation 

Ensure the dialogue between the automobile industry and 

government. 9 The automobile industry is diverse and complex. 

This makes unilateral ~ction by the public sector without 

consultation and understanding, hazardous at best. Joint 

analysis of consumer problems and development and testing of the 

appropriate solutions is more appropriate. Consult with the 

Motor Vehicle Manufacturer's Association and the Federation of 

Automobile Dealer Associations of Canada. 
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5.4.2. Workforce and Quality of Worklife Prescriptions _ 

Support and encourage the development of increased pride 

and professionalism in skilled trades and service occupations. 

Support research activities devoted to study of quality of 

worklife programs in Canada. 

Support the current Department of Labour program which 

provides direct financial assistance to organizations that wish 

to implement Quality of Worklife projects. 

5.4.3 Manufacturing Assistance Prescriptions 

Assist and encourage manufacturers and dealers in their 

-adoption of current manufacturing technology through: 

Accelerated depreciation allowances for capital expenditures, 

Lower tax rates, 

Tax credits for the investment of new capital, 

Increased incentives for research and development, and 

Loans and credit for purchase of robotics and new equipment. 

'5.4.4 Marketing Research Prescriptions 

Conduct periodic research on the new car purchase process. 

Using new car registrations as a base, randomly select a sample 

of new car purchasers disproportionately stratifed by 

manufacturer. Conduct a survey among these new car purchasers. 

Compare manufacturers on the proportion of satisfied consumers at 

all steps of the purchase process. For manufacturers showing 
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unacceptable satisfaction proportions, draw additional samples 

further strati fed by car model to pinpoint problem areas. 

Consult with manufacturers showing disproportionate consumer 

dissatisfaction. 

Recognize the limitation,of consumer-initiated complaints 

data. These complaints are limited in that the demographic and 

socio-economic profile of complainers is different from the 

general population of all dissatisfied consumers, and that only a 

small proportion of dissatisfied consumers complain to government 

bodies. ~urthermore, if all car makes are equally satisfactory 

to consumers, the complqints will be in proportion to their share 

of markets and show most complaints for the most popular 

vehicles. Nonetheless, with their limitations realized, these 

complaints analyzed in detail may provide useful information to 

the automobile industry and the public sector . 

Analyze car registrations to identify the small proportion 

of dealers who account for the majority of new car sales. 

Randomly sample purchasers, stratified by dealer, of the large 

dealers. Conduct satisfaction surveys among these respondents 

and compare dealers on all elements of the purchase process. 

Consult with dealers showing unacceptable satisfaction ratings. 

5.4.5 Advocacy Prescriptions 

Publish the research results of Section 5.4.4 above after 

all attempts at cooperation and consulation have failed. Publish 
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the~atisfaction ratings for the dealers or manufacturers who 

have failed and compare them only to the average of all other 

dealers or manufacturers as appropriate. 

5.4.6 Other Programs and Prescriptions 

Numerous other well-known programs for responding to new car 

.purchase dissatisfaction have been proposed or implemented. 

These include: 

Mediation and Arbitration,lO 

f 'D' 1 11 In ormatlon lSC osure, 

Consumer Education,12 

Litigation,13 and 

'1 ' 14 Legls atlon. 

On the basis of the preceding analyses, these programs do not 

appear as relevant to the new car problem, as the several other 

prescriptions listed previously~ Consumer dissatisfaction is 

primarily tied to poor product quality and workmanship, 

servicing, and warranty performance. As a consequence, the 

presriptions which were derived deal specifically with each of 

these areas. It would therefore seem ap'propriate to assess the 

success of these prescriptions, many of which have already been 

recently implemented, before further consideration is made of the 

above-mentioned programs. These programs are essentially 

responses to situations where an industry is either not changing 

or succeeding in reducing dissatisfaction. It is apparent that 
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the automobile "industry is changing and has taken major steps, 

even within the prec~ding two-year period during which this 

report was prepared, to improve purchaser satisfaction. The 

success of these efforts will be apparent by the end of the next 

two-year period. 
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