Industrial Marketing Lecture Series

Professor Paul Herbig

Lecture # 3:  Quality


Quality has many definitions.   Ask an engineering or manufacturing type and the answer you would most likely get is performance to specifications.  In this vein, McDonalds  is a quality operation.   Ask a marketer and the definition you would most likely get is having  “Superior Value Added” or “exceeding customer expectations”.  A Five Star Restaurant  would  then be considered high quality  even though  its operation  would in all likelihood not approach the same consistency as seen in the average McDonalds Franchise.  They are both right in their own frame of reference.  The average consumer prefers more quality to less quality, wants the result to be defect free, reliability and safety but beyond that usually can not define explicitly the concept.




QUALITY IS



•
Meeting Specifications  or



•
Superior Value Added   or



•
Defect Free


(Take your choice)


Quality  has been talked about a lot but very few seem to do much on the subject.  Ask anyone over the age of fifty and they will quite candidly admit that the level of quality of the typical American good or service has severely degraded from what they remember in the fifties.  The search for quality is arguably the most important consumer trend of the 1980s and the decade of the 90’s; consumers are now demanding higher quality in products than ever before.  According to a Whirlpool Corporation study, nearly four out of five American consumers claim to be more demanding about quality now than in prior years. One major reason for the inroads the Japanese auto companies have made in the United States has been quality.  It may be only fit and exteriors as some Detroit executives say, but whatever it is customers want it and as a result are threatening Detroit’s own survival. In an alarming admission, Buick in their 1990 ads proudly indicate that they are the only American  car manufacturer in the top ten ratings of quality models, fifth place anywhere else would not get that level of boastful activity. And in this day and age of the LBO and Junk bonds, if it can not be readily quantified in the short term, it is eliminated for cost savings.  The result is short term profit that erodes a company’s quality reputation so painstakingly built up for decades.  A reputation is not a constant, it can (and has) as too many companies have learned the hard way vanish if not maintained. So Quality has been decreasing and to many consumers it has vanished.


 There is little disagreement that quality (or more accurately the lack of it) is a major problem in our country today.  However unless it is more readily defined, quantified, understood, it can not be improved.  In this paper, we discuss the concept of  perceived quality, examine it from the customer’s perspective, from the provider’s perspective, and from the perspective of the manager.  We propose that perceived quality differs significantly between all three entities. We propose that quality is indeed in the eye of the beholder and if a company wishes to prosper, it must first identify those elements its client base believes is important, create a quality product based upon those elementsand then train his providers to meet the customer orientation of quality and not that of their own or management’s.




Quality is in the eyes of the Beholder

Due to the difficulties  involved in delimiting and measuring the construct, There are simply too many definitions of quality.  To many quality means a condition of excellence implying fine quality as distinct from poor quality…Quality is achieving or reaching for the highest standard as against being satisfied with the sloppy or fraudulent. To others, differences in quality amount to differences in the quality of some desired ingredient or attribute. To many academics, Quality refers to the amounts of the unpriced  attributes contained in each unit of the priced attribute.

 
Crosby defines Quality as “conformance to requirements.” and means a product should be built according to formally-stated specifications and Quality is achieved when a product is produced the way it’s supposed to be. If a Cadillac conforms to all the requirements of a Cadillac it is a quality car.  If a Pinto conforms to all the requirements of a pinto then it is a quality car.   Luxury or its absence is spelled out in specific requirements such as carpeting or rubber mats. Quality means both “better” and “cheaper”, that is, any product or process can be made more efficiently (cheaper and faster) and more error-free.  This is a difficult concept for American manufacturers to understand as Americans have traditionally seen quality and low cost as opposites since manufacturers have been concerned primarily with mass production of the cheapest goods in the largest quantity available.  Quality is in fact not a function of higher costs and extra labor but rather one of design and production.  Quality is a built-in feature of any object; low quality refers to bad planning as well as bad workmanship and production errors. Quality is not limited to  only how well specifications are followed, but also to the improvement of current production procedures and the specifications themselves. Low quality to the Japanese is seen as the result of inefficiency: a “good” product is both error-free and made as cheaply (efficiently) as possible. According to the prevailing Japanese philosophy, and seconded by Crosby and many manufacturing types, quality is “zero defects-doing it right the first time.”  


Gronroos distinguishes between “technical quality” (what is delivered) and “functional quality” (how it is delivered).  He believes the “how” of service delivery-for example, the appearance and behavior of a restaurant waiter-is critical to perceptions of service quality.   Process quality is judged by the customer during the service.  Output quality is judged by the customer after the service is performed.  The barber’s conversation and apparent skill during the hair cut involves process quality; the appearance of the hair after the haircut involves output quality.   A banker defined quality as  it “is setting standards regarding customer needs and meeting them.”  A securities brokerage executive answered, “Service quality is true representation of the client’s interest first and foremost.”  A product repair executive responded, “Service is a reasonable amount of time at a reasonable cost by a competent technician who does it right the first time.” Thus we can truthfully say quality and its requirements are not easily articulated by either producers or consumers.


One of the most difficult challenges for industrial marketers is the ability to identify what the customer wants and then develop programs to deliver the desired level of service.  One of the most important is the time dimension of quality which includes: 1. search qualities, which the customer can perceive prior to the purchase, and includes information about the product’s expected performance and takes the form of information provided to the intended buyer. 2. experience quality, which is based on a post-purchase evaluation of the product, and 3. credence quality, which is involved with the overall credibility of the product offer.  All three are distinct and a marketer  may focus on the wrong one.  For example, a marketing program may place all of its emphasis on information and credence. Information prior to the purchase could be conveyed through extensive sales literature and product knowledge by the salesperson.  Credence could be created through use of image advertising, both for the product and the company selling  it.  The customer may be totally neglected after the sale, with no follow-up calls or assistance with minor problems.  This oversight is the experience dimension of quality could cost future sales. Another area of service quality focuses on the difference between tangible qualities  -- which the customer can see -- and intangible qualities such as reliability, responsiveness, assurance on the part of employees, and empathy by the firm for customers.  Industrial marketers can improve quality by: 1. determining customer expectation level through market research, 2. learning customer perceptions of service level, and 3. taking action.



Time Dimension of Quality




•
Search




•
Experience




•
Credibility


Quality is a different beast for service related companies.  In labor intensive services quality occurs during service delivery, usually in an interaction between the client and the contact person from the service firm .  The service firm may also have less managerial control over quality in service where consumer participation is intense (e.g., haircuts, doctor’s visits) because the client affects the process.  In these situations, the consumer’s input (description of how the haircut should look, description of symptoms) becomes critical to the quality of service performance. When purchasing goods, the consumer employs many tangible cues to judge quality:  style, hardness, color, label, feel, package, fit. When purchasing services, fewer tangible cues exist.  In the absence of tangible evidence on which to evaluate quality, consumers must depend on other cues. In most cases, tangible evidence is limited to the service provider’s physical facilities, equipment, and personnel. In judging product quality, customers often use intrinsic cues such as price, advertising , or brand name. Because of service intangibility, a firm may find it more difficult to understand how consumers perceive services and service quality.


In general these differences between service and product quality are true:


•Service quality is more difficult for the consumer to evaluate than goods quality.


•Service quality perceptions result from a comparison of consumer expectations with actual service performance.


•Quality evaluations are not made solely on the outcome of a service; they also involve evaluations of the process of service delivery.


•Service quality is a measure of how well the service level delivered matches customer expectations.  Delivering quality service means conforming to customer expectations on a consistent basis.

*******


Quality can be examined via a varies of approaches. Some of these include:


1.  The Transcendent Approach.  Quality is viewed as a simple, unanalyzable property that people learn to recognize only through experience.  Examples include art, music, and the performing arts.


2.  The Product-Based Approach.  Quality is reflected by an ingredient or attribute of the product.  The use of cashmere wool in clothing is illustrative.


3.  The User-Based Approach.  This concept of quality is based on the buyer’s assessment of quality.  Determination of consumers’ ideal points on preference maps for products is an example.


4.  The Manufacturing-Based Approach.  Quality is considered in terms of engineering and manufacturing practice - conformance to specifications.  The quality focus of the user-based approach.


5.  The Value-Based Approach.  The value perspective considers the tradeoffs between quality and price.  Thus, a very high-quality product carrying a price that is not feasible for most buyers., would display low value.  The highest value represents the most favorable combination of quality and price.


Various dimensions have been used to characterized quality. These include:  reliability, responsiveness, competence, courtesy, communications, credibility,  security, assurance, empathy, serviceability, aesthetics{look, feel , sound and taste}, features, and perceived quality. Reliability involves consistency of performance and dependability. Responsiveness concerns the willingness or readiness of employees to provide service. Competence means possession of the required skills and knowledge to perform the service. Access involves approachability and ease of contact. Courtesy involves politeness, respect, consideration, and friendliness of contact personnel. Communication means keeping customers informed in language they can understand. Credibility involves having the customer’s best interests at heart. Security is the freedom from danger, risk, or doubt. Assurance is knowledge and courtesy of employees and their ability to  convey trust and confidence. Empathy is the caring, individualized attention that our firm provides to its  customers. Tangibles are those things the customer can see, such as physical facilities, equipment, and appearance of personnel. Even perfectly objective characteristics, however, are open to varying interpretation.  Today durability is regarded as an important element of quality.  Long-lived products are generally preferred to products that wear out more quickly.  But that was not always true.  Until the late nineteenth century, durable goods were primarily possessions of the poor, for only wealthy individuals could afford delicate products that required frequent replacement or repair.  The result was a long-standing association between durability and inferior quality, a view that changed only with the mass production of luxury items made possible by the Industrial Revolution. The service quality challenge is to meet-or better yet, exceed-customer expectations.  


In summary, quality has traditionally been defined in one of three ways. 1)Quality is conforming to specifications; quality of an item depends on how well it measures up against a set of specifications; a Mercedes may be a high quality car or it might be of lower quality than a Chevy if the Chevy conforms better to the design and performance standards for it. This definition is inadequate because it misses the difference in performance between products.


2)Quality is fitness for use.  This approach is more user-oriented: “quality lies in the eyes of the beholder.”  Different users have different needs, and to the extent that a product is designed and manufactured to meet those needs, quality is dependent on how well it fulfills them.   Individuals consumers are assumed to have different wants or needs, and the goods that best satisfy their preferences are the ones they regard as having the highest quality.  This is an idiosyncratic and personal view of quality, and one that is highly subjective. For business travelers, the highest quality airline is usually the one with the best record of on-time arrivals and departures; for vacationers, it may be the one with the finest food, the quickest in-flight service, or the most interesting movies.  In the marketing literature, it has led to the notion of “ideal points”:  precise combinations of product attributes that provide the greatest satisfaction to a specified consumer.  In the economics literature, it has led to the new that quality differences are captured by shifts in a product’s demand curve.  And in the operations management literature, it has given rise to the concept of “fitness for use.”  Each of these concepts, however, faces two problems.  The first is practical: how to aggregate widely varying individuals preferences so that they lead to meaningful definitions of quality at the market level.  The second is more fundamental:  how to distinguish those product attributes that connote quality from those that simply maximize consumer satisfaction. This definition is incomplete because quality isn’t entirely relative.



The aggregation problem is usually resolved by assuming that high-quality products are those that best meet the needs of most consumers.  A consensus of views is implied, with virtually all users agreeing on the desirability of certain product attributes.  Unfortunately, this approach ignores the different weights that individuals normally attach to quality characteristics and the difficulty of devising an unbiased statistical procedure for aggregating such widely varying preferences.  For the most part, these problems have been ignored by theorists.  


A more basic problem with the user-based approach is its equation of quality with maximum satisfaction.  While the two are related, they are by no means identical.  A product that maximizes satisfaction is certainly preferable to one that meets fewer needs, but is it necessarily better as well?  The implied equivalence often breaks down in practice.  For example, books on best seller lists are clearly preferred by a majority of readers, even though few would argue that they represent the finest available literature.  Similarly, consumers may enjoy a particular brand because of its unusual taste or features but may still regard some other brand as being of higher quality.  In the latter assessment, the product’s objective characteristics are also being considered.


3) Quality is innate excellence.  This definition reflects the belief that although styles and tastes change, there is something enduring about works of high quality.  They provide a standard against which other products are judged.  Excellence, according to this view, is both absolute and universally recognizable; whatever it consists of-and the writers in this camp are distressingly vague on that point-we all know it when we see it.  Michelangelo may not be your favorite sculptor, but it’s hard to deny the quality of his work.  This definition while recognizing the universal aspects of quality, lacks specifics.  

The Service Gap


 These  gaps on the service provider’s side can impede delivery of services that customers perceive to be of high quality. Explanations of the gaps  are listed below:

Gap 1:  Difference between consumer expectations and management 

perceptions of consumer expectations.

Gap2:  Difference between management perceptions of consumer expectations and service quality specifications.

Gap 3:  Difference between service quality specifications and the service actually delivered.

Gap 4:  Difference between service delivery and what is communicated about the service to consumers.

*

Perceived service quality is defined in the model as the difference between consumer expectations and perceptions , which in turn depends on the size and direction of the four gaps associated with the delivery of service quality on the marketer’ s side.  These key discrepancies or gaps exists regarding perceptions of service quality and the tasks associated with service delivery to customers.  These gaps can be major hurdles in attempting to deliver proper service.


The SERVQUAL survey used 22 questions which resulted in 5 dimensions which customer experience can be described: 1) Reliability is providing what is promised, dependably and accurately; 2) assurance is the knowledge and courtesy of employees and their ability to convey trust and confidence; 3) tangibles are the physical facilities and equipment and the appearance of personnel; 4) empathy is the degree of caring and individual attention provided to customers; and 5) responsiveness is the willingness to help customers and provide prompt service.  Which one  is most powerful?  Reliability first, responsiveness is second, followed by assurance, empathy and tangibles.   Most organizations are best at tangibles, which is the least important and perform lowest on reliability.  


The gap concept can also be evaluated from a related but different perspective:  how the various components define and evaluate quality and each views the magnitude of quality service mistakes or  positive statements.  Three key groups include management, front line employees providing the service, and the customers receiving the service.   In essence we are attempting to relate differences not in expected or perceived service but in definitions of quality and importance of various attributes that make up quality.  In terms of the service gap function, we would expect to find considerable differences between each of the three key groups , which correspond to gap1 (manager-customer), gap 3 (employee-customer), and gap 2 (manager-employee). 

*

                                 *
