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ABSTRACT

With the increasing progress in insurance service in today’s global world, people experience prudent
delivery of insurance service. This phenomenon has enhanced customer’s expectations. Besides this, pre-
risk and post risk assessments has a great influence overall insurance service delivery at the time of loss
settlements. This study was conducted on development of service quality assessment and improvement
approach of a motor insurance company in Ethiopia and carried out at three branches and head office Claims
directorate of the case company in Ethiopia. The researcher made this paper anonymous to protect

confidentiality of the case company.

Processes study was conducted on files that were available in the archive to find the root cause of customer
complaints and found eight root causes. Five teams were created from experts who knows motor insurance
service delivery process. The study performed to measure and to develop service quality assessment of
motor insurance by using integration of SERVQUAL and KANO Models into QFD method. The standard
guestionnaire in English, Afan Oromo and Amharic of SERVQUAL and KANO model have been used.
Customers’ perception and expectation was identified by SERVQUAL and Weak attributes categorized by
kano model. The findings of KANO and SERVQUAL models show that five service quality attributes were

chosen to be improved and inserted in HOQ to develop the plan of improvement.

Through QFD method, five technical requirements were proposed to answer the customer needs. JIT
information flow and updating company’s working guideline has the highest weight score and if they
improved there will be almost 38.04% of improvement in service quality assessment processes. The
correlation among technical requirements indicates that well clarification of policy to customers have a
positive relationship with working guideline and just in time information flow. Creating experience sharing
habit and adopting breakthrough learned lesson that have positive correlation could bring an improvement

of motor insurance service delivery in 26.44%.

The researcher forwarded the step that the case company should follow. Adopting process improvement
implementation philosophy of Juran’s quality Trilogy is suggested that comprises quality planning, quality
control and quality improvements stages. The case company could start with establishing quality goal at a
minimum combined cost, develop methods to match the planned service as per customer needs and follow

continuous improvement accordingly.

Keywords: Service Quality, SERVQUAL, Kano model, Customer satisfaction, QFD, AHP, Insurance
Company
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CHAPTER ONE

1. INTRODUCTION
1.1. BACKGROUND

The term service represents and constitutes various issues. It is challenging to define, it
covers ‘a wide range of intangible and heterogeneous products and activities that are difficult to
summarize within a simple definition” (WTO, 2010). However, many scholars’ states that the
definitions of “service industries” usually exclude manufacture, agriculture, mining, and
construction (Juran, 1992; Kenneth, 2005; Zelalem, 2017). According to Kenneth (2005) the
service industry contains Public transportation, Public utilities, Restaurants, hotels, Marketing
Finance (commercial banks, insurance, sales finance, investment), News media, Personal services,

Professional services, Government (defense, health, education, welfare, municipal services).

The insurance industry is one of the service sectors that has no tangible product; it is sold
policy/promise to indemnify insured. There is the uncertainty of the occurrence of an event to
realize the insurance coverage for the paid premium. The insurance sector plays a vigorous role in
the financial services industry, contributing to economic growth, efficient resource allocation,
reduction of transaction costs, creation of liquidity, facilitation of economics of scale in
investment, and spread of financial losses (Birhanu, 2018). Dickson (2001) also states that
insurance, like most institutions, presents to society with various benefits like, Peace of mind,
indemnification, a basis for credit, stimulating savings and providing investment capital are the

most important general benefits of insurance.

Hailu (2007) states that the history of insurance service is as far back as the modern form
of banking service in Ethiopia which was introduced in 1905. The significant event that the
Ethiopian insurance service observation was the issuance of Proclamation No. 281/1970, it was
issued to offer for the control & regulation of insurance activities in the country. Accordingly, it
forms an insurance council and an insurance controller’s bureau. The controller of insurance
licensed 15 domestic insurance companies, 36 agents, 7 brokers, 3 insurance statistician (actuaries)
& 11 assessors in agreement with the provisions of the proclamation immediately in the year after

the issuance of the law.
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According to Hailu (2007) states that after four years that is after the acting of the
proclamation, the military government that came to power in 1974 put an end to all private
enterprises, then all insurance companies operating were nationalized and from January 1, 1975,
onwards the government took over the ownership and control of these companies & merged them
into a single unit called Ethiopian Insurance Corporation. Immediately after the enactment of the
proclamation in 1994, private insurance companies began to increase. According to NBE, (2017),

the number of insurance companies remained at 17, of which 16 were private.

The truths observed in the structure of Ethiopian economy within a half century are the
weakening of agriculture, the growth of service and the stagnation of manufacturing sector.
Ethiopia had the highest share of output in the agriculture sector, which is incomparable with the
other countries agricultural output share. According to Zelalem, (2017) in 2011 the Ethiopian
agriculture sector share to total output is still one of the highest 42% when compared with other
countries output share. The manufacturing sector output share just increased from 2 % to 5 %.
However, what has changed significantly is the share of the service sector. It increased from 9 %
to 44 %, becoming the largest sector in output share and comparable with the level of service

output in other developing countries until 2015 (National Bank of Ethiopia, 2015).

In contrast, (National Bank of Ethiopia, 2017) reports the real GDP growth was 10.9 % in
2016/17 up from 8.0 % in 2015/16, as agricultural value added grew by 14.7 percent. The industry
has taken over the services as the major contributor to growth in 2016/17. The major contributor
to the growth was the industry sector contributing 4.4 percentage points, followed by services 4.0
and agriculture 2.5 percentage points.

According to DM Sheaba & Sekata Kenea (2017), most people choose various insurance
policies to protect themselves and their properties. One of the basic sources of competitive
advantage between companies to attract customers is the price of goods and services, in the
insurance industry case, premium. In today’s dynamic world, economies are changing to service
oriented, which customer pressed in shape to play a critical role. A company provides services to
customers, while overall customer attitude towards the company is defined in the relationship

between service quality and customer satisfaction.

Quiality is a multi-dimensional phenomenon. Parasuraman, Zenithaml, & Berry, (1985)

primarily recognized 10 dimensions used by consumers in evaluating service quality and finally

2
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merged them into five dimensions that are named as RATER (Reliability, Assurance, Tangibility,

Empathy and responsibility).

Belay (2014) states that in Ethiopia it is not trending to see organizations that are committed
to building loyal customers and provide excellent service due to various reasons; it may be because
of shortage of knowledge on the area, the business may be dependent on traditional system, lack
of commitment, less attention for quality and many other reasons. Since competition in the service
sector is increasing, organizations have to work on improving service quality and change their

current customers to loyal and get a competitive advantage over the others.

Therefore, this research studied service quality improvement. Moreover, a study concerned
service quality improvement process or technical steps that in the case of the Ethiopian insurance
industry is limited. Existing literature reveals that most of the studies observed service quality in
a way which is not showing strong links between service quality and processes improvement. So,
this research studied development of service quality assessment and improvement approach of
motor insurance in the case company and examined the relationship between service quality in

process and customer satisfaction.

Process study was conducted motor claims and eight roots of customer complain were
found. The research was performed to measure and to make quality improvement by using
integration of SERVQUAL and KANO Models into QFD method with the help of MCDM tool
analytical hierarchy process. Five technical requirements are proposed to answer the customer
needs as follows: adopting JIT information flow, update working guidelines, clarify policy to
customers, breakthrough learned lesson and creating experience sharing habit. This integrated
customer oriented approach model provides information to management of case company
regarding the factors supporting what customers expect and at the same time to evaluate the quality
of services. Thus, organization is able to recognize consumer requirements very well so that

appropriate policies can be formulated based on valid information to attain optimal results.
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1.2. STATEMENT OF THE PROBLEM

Customer satisfaction in insurance means the use of the policy product purchased for a cost
premium, to the ultimate satisfaction of the buyer, when a claim is paid. The product bought by
the policyholder will give them peace of mind during the product cycle when it is in use by the
customer. Most research studies Observed in Ethiopian Insurance Industry focuses on customer
satisfaction, capital structure, customer loyalty and profitability which is not showing strong links
between service quality and processes improvement. Some of the existing literature that studies

insurance service quality in Ethiopia include;

DM Sheaba & Sekata Kenea (2017) reveals that the premium was the most competing
variable among insurers, the motor policy wordings were too difficult for clients to understand, as
it was a direct copy from foreign insurers, there was no initiation and interest on the part of insurers
to collect feedback from their customers and in private insurers there is a reduction of

bureaucracies to respond to the interest of customers.

Birhanu (2018) states that the growth of insurance industry depends on prudent risk
selection decisions, efficient claims management, and innovations, in Ethiopia insurers were
concentrating more on investment income at the expense of underwriting profit. Belay (2014)
examined that service quality and relationship quality have a significant effect on the development
of customer loyalty while the impact of customer satisfaction is less significant. Chali, (2016)
forwards the usage of induced knowledge ‘s and on using automatic knowledge acquisition

techniques for the development of the knowledge base system.

Tatek (2018) notes that awareness of contract, ways of compensation, location of branches,
service quality, and technology-based service have a positive significant effect on motor insurance
customer’s satisfaction. According to Birhanu (2018) & DM Sheaba & Sekata Kenea (2017) motor
insurance is one of the main insurance services provided by insurers in Ethiopia and in Africa
(Kenya, Uganda, and Tanzania). In development of non-life gross written premium from 2010 to
2018 motor insurance is the dominant non-life insurance policy in Ethiopia that records 4,346.5
million-birr (National Bank of Ethiopia, 2018).

To the best of the researcher’s knowledge, local studies focused more on customer

satisfaction, capital structure, customer loyalty and growth and the other. None of the studies

4
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address the subject from quality improvement approach including technical process like pre and
post risk assessments. The researcher realized that there were high customer complaints in motor
insurance claims service in the case company. Identifying customer requirements and focusing at
the root cause of customer dissatisfaction are very important to improve service quality of
delivered service. Therefore, this study focused on development of service quality assessment and

improvement approach of motor insurance in Ethiopian insurance company.

1.3. RESEARCH QUESTIONS

The paper focused on the development of service quality assessment and improvement
approach of motor insurance in Ethiopian insurance company, and the study strives to answer the

following questions.
e What are the major technical processes at the time of risk handling and loss settlement?

e Where are the problematic areas or stages in insurance processes of Pre and post risk
assessment and what are the causes of these problems?

e What is the influential Service quality dimension in motor Insurance?

1.4. GENERAL OBJECTIVE

The general objective of the study is to analyze the process of service delivery in pre and
post risk assessment stages on motor insurance and enhance Service excellence and customer

satisfaction in the case company.

1.5. SPECIFIC OBJECTIVE

The specific objective of the research;
e To study insurance service processes of operation in claims and underwriting activities.
e To identify problematic areas in pre and post risk assessment stages.

e To illustrate systematic illumination of the inefficiency in the processes and identify

customer requirements in the case company.
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1.6. SIGNIFICANCE OF THE STUDY

This study is mainly concerned with development of service quality assessment and
improvement approach of motor insurance. Emphasis is given to studying the process of motor
claims and measuring the quality of delivered service by the case company. Root causes of
customer complaints and technical requirements to improve the problems were identified. Even
though the study is carried out for academic purposes, the findings obtained from the study would
be helpful to gain information about current delivered service and customer requirements which
in turn could help the case company in improving the motor claims process and reducing customer
dissatisfaction. In addition, identifying the problems and suggesting appropriate improvement
ways to improve the pre and post risk assessment process. Finally, it helps to carry out further

research to refine the conceptual and methodology of the present study.

1.7.  SCOPE AND LIMITATIONS OF THE STUDY

The scope of the study is on the motor insurance and assessment process improvements in
the case company. This study uses data collected, from files available in the archive that were

opened in 2017 to April 30, 2019 and from the customers of the case company.

1.8. LIMITATIONS OF THE STUDY

Due to limitation of time, this research is limited to one case company and the researcher
faced confidentiality problem that was raised from case company managers and forced to hide the
name of case company in this study. This study is limited to customers’ needs and circumstances
that was in one company while the other cases and companies may be have another needs or

technical requirements.

1.9. ORGANIZATION OF THE THESIS

This thesis contains a total of five chapters and four appendices. The report is structured so that
the information presented to the reader is arranged in a logical sequence. It is presented in such a
manner that the necessary background information is covered before going further into the next
level of detail.
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The contents of the chapters are as follows:

Chapter 1 — Introduction: This chapter is to give an opening to the reader about the research
work, what initiated it, the problem statement, objectives, significance, scopes and limitations and

how the entire thesis is organized.

Chapter 2— Literature Survey: - This chapter will review in detail the literature available in the
area of service, service quality, insurance and service quality improvement. It will cover the ideas
evolving around customer satisfaction, motor insurance, and customer oriented approaches based
on the experience and, research and teaching of prominent writers. The main customer focused
approach tools like SERVQUAL, Kano’s model, QFD and MCDM AHP are discussed. The aim
of this chapter is to give the reader fundamental background on the concept of Service quality

improvement.

Chapter 3 — Research Methodology: - will describe different aspects of the methods used and
situations that the researchers must consider during each phase of the study. Different ways of
carrying out a study and different ways of collecting information will be discussed. The purpose

of this chapter is to make the reader understand the methodological choices made on the study.

Chapter 4 —Data Collection and Analysis: - This chapter will cover the finding of process study,
SERVQUAL model, Kano’s model, AHP and analysis and interpretation.

Chapter 5 — Conclusions, Recommendations, and Future Works: - This chapter will present
the conclusions drawn from the study, and give recommendations as to how the approach can be
used by the case company to reduce customer complaints. It will also include suggestions for
further researches in the area.

Ethical Consideration- Participants of the research were informed in advance about the research
prior to give their consent. Participant’s information with their names was not made available. In
addition to this, the case company confidentiality was kept well in order to protect their privacy
i.e. the name of case company was not appeared in this paper so that it would not be recognized

by others.
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CHAPTER TWO

2. LITRATURE REVIEW
2.1. THE CONCEPT OF SERVICE

The concept of service has been well-defined in different ways. Gronroos (2000) defined
service concept from three dimensions (activities, interactions, and solutions to customer
problems), service concept is a series of activities of an intangible nature that normally, but not
necessarily, take place in the interaction between the client and service provider or physical
resources or goods or systems of the service provider, which are provided as solutions to customer

problems.

According to Lovelock & Gummesson (2004) services are deeds, processes, performances
and not physical or objects with embedded qualities in the product features. This agreed with the
services concept of A. Parasuraman et al., (1985). During the period 1963-1983, Zeithaml et al.
(1985) conducted a literature review and found that the most service characteristics that make it
different from goods were intangibility, inseparability, heterogeneity, and perishability.

Intangibility denotes that services are activities and not physical objects, as goods. Often
services cannot be seen, felt, tasted, or touched before they are purchased, a distinction between
physical and mental intangibility is not presented in most textbooks on service marketing
(Lovelock & Gummesson, 2004). Inseparability denotes that services are produced and consumed
simultaneously because customers are a part of the production process. It is an oversimplification
and argued that many services are partly or largely produced independently of the customer
(Lovelock & Gummesson, 2004). Heterogeneity denotes that inconsistency, variability or non-
standardization because it makes it difficult to establish a standard. Service is delivered by different
people with different delivery times and customer involvement levels, that may contribute to
customer value while standardization may have a bad impact on value creation (Edvardsson et al.,
(2005) and Gronroos (2000). Perishability denotes that service are perishable and unlike a good,
cannot be stored for later use. Additionally, service cannot be stored, saved, returned and resold

ones delivered to the customer (A. Parasuraman et al., 1985).

Edvardsson et al., (2005) studied Service portraits in service research and conducted a

survey of the service experts’ views, the question sent via email for 16 leading scholars on the

8
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service concept definitions and most common service characteristics. Finally, Edvardsson et al.,
(2005) concluded service as a perspective on value creation rather than a category of market
offerings, the focus is on value through the lens of the consumers, and co-creation of value with
customers is a significant and the interactive, experimental, and relational nature form the basis

for characterizing service.

As many scholars discussed Edvardsson et al., (2005); Gronroos (2000); Lovelock &
Gummesson (2004) and Parasuraman et al., (1985) service definition is a perspective, general
service definition does not exist and has to be determined at a specific time, in a specific company,
for a specific service, from a specific perspective. Juran on his book of quality by design states
that service industries usually include Public transportation, Public utilities, Restaurants, hotels,
Marketing, Finance (commercial banks, insurance, sales finance, investment), News media,

Personal services, Professional services, Government (Juran, 1992).

2.2. SERVICE QUALITY

Quality is addressed in many academic and trade journals, most frequently repeated word
among managers and executives in contemporary organizations. According to (Zeithaml,
Parasuraman, Berry, & Berry, 1990) improvement of service and product quality is the most
critical challenge in the businesses. Quality has been defined differently by different quality
philosophers. Kathawala (1989); Reeves & Bednar (1994) state that a well-known approach in
defining quality are Transcendent approach, Value-based approach, manufacturing-based

approach, and user-based approach.

Customers commonly take pride in owning an excellent product or receiving excellent
service. Excellence is the basis for advertising campaigns in industries such as automobiles, liquor,
and airlines. Excellence approach relies on strong marketing and human resource benefits, and the
universally recognizable mark of uncompromising standards (Kathawala, 1989). Some scholars
Garvin (1984); Reeves & Bednar (1994) argue this approach because it provides little practical
guidance to practitioners, measurement difficulties, attributes of excellence may change

dramatically and rapidly.

A broader view of quality was founded on the belief that the consumer was the ultimate

mediator of trade, and that business flourished by serving consumer interests or value based.
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According to Feigenbaum (1956) quality means best certain customer conditions, that means,
actual use and the selling price of the product, Product quality cannot be thought of apart from
product cost. Shewhart & Deming (1986) clearly states that productivity increases with the
improvement of quality and total cost of the product is important rather than the price tag.

Shewhart (1931) prevailing view of quality as a measure of goodness was too indefinite
for practical purposes. Quality had to be quantifiable if manufacturers were going to be able to use
statistical procedures to measure it. Edwards (1986); Juran & Godfrey, 1999) expanded on
Shewhart's work quality of conformance concerns how well the product conforms to design
specifications and incorporated the notions of both excellence and conformance into his quality
definition. Crosby (1980) states that quality is conformance to requirements, it focuses on

conformance and reliability.

The most pervasive definition of quality presently in use is the extent to which a product
or service meets and/or exceeds a customer's expectations (Gronroos, 2000; Ananthanarayanan et
al. 1988; Zeithaml, Parasuraman, Berry, & Berry, 1990). This definition grew out of the services
marketing literature (Kotler & Keller, 2009; Lovelock & Gummesson, 2004). Juran argued for a
universal concept, applicable to both manufacturing and services, by recognizing additional
difficulties posed by services. For internal conformance, the measures of quality have much in
common with the well-known measures widely used in control of the manufacturing process. In
universal concept, Quality is fitness for use and it focuses on aesthetics and perceived quality
(Juran, 1992).

Service quality is the delivery of excellent service relative to client expectations (A.
Parasuraman et al., 1985). In today’s altering world, developed economies are changing to service
oriented, that customer impressions play a great role in this field, on another hand, if service quality
declines quickly, customer satisfaction declines dramatically and if service quality develops
radically, customer satisfaction rises rapidly too (Fauziah & Sharareh, 2012). They also state
service quality has become an important issue for both maintaining current portfolios and gaining

new business.
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2.2.1. Customer Satisfaction

To survive and best in today’s competitive market organizations must realize the
importance of customer-oriented business thinking and quality management approaches in
managing the business (Tazreen, 2012). Every business organization’s achievement depends on
the satisfaction of the customers. Whenever a business is about to start, customers always come
primary and then the profit. Today’s business company has known that customer satisfaction is
the vital element for the success of the business and at the same time it plays a vigorous role to
expand the market value (Khadka & Maharjan, 2017)

According to Khadka & Maharjan (2017); Lovelock & Gummesson (2004) satisfaction is
a dynamic, moving target that may evolve over time, influenced by different factors. Mostly when
product or service experience takes place over time, satisfaction may be very variable depending
on which point in the usage or experience is focusing. Many scholars have watched customer
satisfaction(Coleman, 2015; Dan, 2016; Kotler & Keller, 2009). Customer satisfaction is a
person’s feeling of desire or dissatisfaction resulting from comparing a product’s/services
perceived performance in relation to the user’s prospects. It is the extent to which a Services or
product’s perceived performance matches a user’s expectation (Kotler & Keller, 2009). Bigger
customer satisfaction can offer company benefits like customer loyalty, extending the life cycle of
a customer expanding customer purchase and increases customers positive word of mouth
communication (Khadka & Maharjan, 2017).

2.2.2. Customer Loyalty and Advocacy

Customer loyalty is an important factor in a business organization. The effect of
satisfaction on loyalty has been a popular subject in the study of the marketing philosophy. Loyal
customers will inspire others to buy from you and think more than twice before altering their mind
to buy other services (Khadka & Maharjan, 2017). Loyal customers, they don’t just come back,
they don’t simply recommend you, they insist that their friends do business with you (Bell &
Zemke, 1987). According to Kotler & Keller (2009), customer loyalty is a profoundly held
commitment to re-use a preferred product/service steadily in the future, thereby causing repetitive
same brand set purchasing, despite situational factors. Satisfaction will nurture loyalty to the extent
that it is a precondition for keeping a favorable relative outlook and for recommending and re-use

the product/ service.
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Lawer & Knox (2006) define customer advocacy as an advanced form of market
orientation that responds to the new drivers of consumer choice, involvement and knowledge.
Customer advocacy aims to build deeper customer relationships by earning new levels of trust and
commitment and by developing mutual transparency, dialogue, and partnership with customers.
According to Urban (2005) advocacy is not a way for a company to speak at customers. Rather, it
is a mutual dialogue and a partnership that assumes if the company advocates for its customers,
those customers will reciprocate with trust, purchases, and enduring loyalty. It is a partnership
between a firm and its customers to the mutual benefit of both. Chatterjee (2000) also states that
customer advocacy viewed as the top of a pyramid, service quality and customer satisfaction are

at the base of the pyramid.

Customer
Advocacy

Customer
Loyalty

Service
Qualit

Service
Quality

S

Figure 2.2.1: Managing customer relationship in the business (Source: Chatterjee, 2000)
(Modified)

Customer
satisfaction

Today’s unforgiving market where creating and maintaining customer loyalty is more
complex than it used to be in the past years. This is because of technological breakthrough and
widespread of the internet uses. Loyalty building requires the company to focus the value of its
product and services and to show that it is interested to fulfill the desire or build the relationship
with customers (Khadka & Maharjan, 2017).
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2.3. SERVICE QUALITY AND PROCESS IMPROVEMENT

To grow well in strong economic times and survive the unavoidable downturns, a business
organization must continuously improve their skill to deliver high-quality goods and services at
the required speed and at the lowest cost. Market needs, technology, and new business demands
challenge organizations to apply new continuous-improvement tools to create the agility and
flexibility in order to respond quickly to their customers and stakeholders (Martin & Osterling,
2007).

Edvardsson (1998) conducted research on quality improvement in service operations and
states that Quality improvement is used as a collective expression for quality assurance, quality
management, and quality control. Edvardsson proposed 13 propositions on service quality which
can be regarded as a guide to new service development with built-in quality and presented what

characterizes successful service companies and what can be learned from them:

. Top management Commitment 9. create realistic customer expectations
Strategic development

1

2 .
10. Stress on complaint management

3. Based on the customer oriented

4

Quality improvement is everybody’s 11. Stress on employee commitment and

responsibility. customer for perceived total quality

o

Based on innovative idea 12. Stress on measuring quality for

and reengineering
o . 13. Rewarding quality improvement
7. Quality improvement drives
o based on facts
profitability

8. Benchmarking

Shiba & Walden (2002) described process improvement as a problem-solving process and
proposed three types of tools needed to accomplish problem-solving. First analytical tools provide
the path for communication between the problem and the problem solvers. Second skill-gaining
tools provide a learning process, supported by the organizational infrastructure to gain greater
benefit from the learning. Third project execution tools provide a way to get tangible results, based

on learning and communication.
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Tools for Gaining Skill
Tools f Quality process
ools for
Analysis ‘ Improvement ‘ Successful Results
(IIT Problem Solving)

'

Tools for Improvement
Project Execution

Figure 2.2.2: Three types of tools for successful process improvement (Shiba & Walden, 2002)

Antony (2006) demonstrates the power of six sigma, a disciplined approach to improving
service quality in the service industry and presented the potential areas where six sigma could be

exploited in service functions by using its series of well-defined steps called DMAIC.

> Define —
human and process application of quality
issues of process y tools and techniques
improvement Measure
" - - -
] Linking Six
Data driven Analyse Sigma to business
decisions and
measurements strategy
\ 4
Management Improve Impact on bottom-
Leadership line and Customer
commitment v . )
satisfaction
Control |«

Figure 2.2.3: Six sigma for service processes (Source: Antony, J. (2006).
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Joseph M. Juran ranks quite near Deming in the contribution he has made to the field of
quality. Among Juran contribution to the quality philosophy, quality trilogy is the most important
and universally accepted in the quality improvement process. According to Juran (1992), the
quality improvement process is the means of raising quality performance to unprecedented levels.
Juran quality Trilogy Diagram is a graph with time on the horizontal axis and cost of poor quality
on the vertical axis. On the vertical axis, perfection is at Zero, what goes up is not good. Figure
below indicates that 20 percent of the work must be redone because of quality shortages. These

wastes then become chronic, because it was planned/deliberated that way.

Quality Planning Quality Control (during operations)

Sporadic !
40+ spike i

=
B
- |
o
§ 777777777777777777777 Original zone
s 204 of quality control
R e
3
New zone

Chronic waste of quality control

‘Quality
limprovement

© Operations
begin

o

Time

Figure 2.2.4: Juran Trilogy diagram (Source: quality and a century of improvement by Kenneth)

Quality planning is strategic quality management that management chooses a plan of action
and allocates resources to achieve goal. Control is putting out the fires, such as that sporadic spike
and in the quality improvement, it was realized that the chronic wastes also an opportunity for
improvement from the lesson learned (Kenneth, 2005). Quality improvements is called quality
break through sequence and it requires an action on the part of upper and middle management that
deals with creating new design, changing methods or procedures of manufacturing and investing

new equipment.

In the world a continuous-improvement philosophy and business management approach
for making small, incremental progress on a daily basis. Kaizen is a specific improvement tool in
office, service, and technical environments regularly reduce throughput time by 60 %, improve
quality by 80 %, and increase capacity by 20 % (Martin & Osterling, 2007).
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24. TOOLS OF CUSTOMER ORIENTATION APPROACHES

Many researchers recognize that the voice of customer works as the guide for the service
provider by providing their suggestions as well as complains (Coleman, 2015; Mote, Kulkarni, &
Narkhede, 2016; Rahmana et al., 2014; Shahin, 2006). These suggestions enable the provider to
take accurate steps to design the operational procedure. There are many tools for customer-oriented
approaches. SERVQUAL Model, Kano Model and Quality Function Deployment (QFD), are

among popular tools.

2.4.1. SERVQUAL Model
Service industry by nature has less control over factors that affect quality. Very few
methods are considered to be effective measurement tools for services so far while a number of
methods have been introduced and practiced for measuring the quality of physical goods. Tazreen
(2012) noted that evaluating the quality of service is one of the challenges for service providers

because of the intangible and notably the inseparable and heterogeneous characteristic of service.

SERVQUAL model is one of the well-known models and used broadly for measuring the
quality of services, introduced in 1985 by a group of American Marketing Gurus Parasuraman,
Berry, and Zeithaml. The model used as a diagnostic technique for uncovering broad areas of an
organization’s service quality strengths and weaknesses (Rahmana et al., 2014). Many researchers
illustrate SERVQUAL model is good at drawing the views of customers regarding service
encounters, able to aware management to consider the perception of both management and
customers, able to identify specific areas of excellence and weaknesses and it provides
benchmarking analysis for organization in the same industry (Apornak, 2017; Dan, 2016; Gupta
& R. Sriavastava, 2012).

Further studies by A. Parasuraman et al. (1988) identified ten elements of service quality.
These were tangibles, reliability, responsiveness, competence, courtesy, credibility, security,
access, communications, and understanding. Later these ten elements compressed into five factors

or service quality dimension that create the acronym RATER.

I.  Reliability: it is the ability to carry out the promised service dependably and
accurately or doing what you say you will do. Tatek (2018) states that a company’s

ability to deliver promises is the most vigorous factor in providing service quality.
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Assurance: Assurance is well-defined as employees’ knowledge, courtesy, the
ability of the firm and its employees to inspire trust and confidence. The importance

of this dimension increases in proportion to the risk (Gupta & R. Sriavastava, 2012).

Tangibles: The appearance of physical facilities, equipment, personnel and
communication materials. According to Gupta & R. Sriavastava (2012) Service
industries such as hotels and restaurants rely heavily on tangibles. Guests often

judge the quality of the physical environment and tangible facilities.

Empathy: Empathy is defined as the caring individualized attention the firm offers
its customers. Gronroos (2000) states that Clients perceive the level of a company’s

empathy by the degree of personalized service offered.

Responsiveness: it is the willingness to help customers and to deliver prompt
service. Customers judge a company’s responsiveness by considering the amount
of time it takes and the attentiveness that is offered in response to their demands,

questions, complaints, and problems (DM Sheaba & Sekata Kenea, 2017)

Reliability

Assurance

e Competence
o Courtesy

e Credibility

e Security

Service Quality
Dimension

Tangibles

Empathy

e Access

e Communication
¢ Understanding

Responsiveness

Figure 2.2.5: Service Quality dimensions by A. Parasuraman et al., 1988 (Modified)
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Benefits of SERVQUAL can be summarized as follows:

1. It is good to draw out something hidden the views of customers regarding service
encounters (Dan, 2016)

2. It is able to an aware organization to consider the perception of management and
customers (Kay C. Tan & Pawitra, 2001a)

3. Addressing the service gaps can serve as a basis for formulating strategies and tactics
in order to ensure the fulfillment of expectations (Stephen W. Brown & Swartz, 1989;
Buttle, 1996)

4. 1t can trace the trend of customer relative importance and able to identify specific areas
of excellence and weaknesses (Apornak, 2017)

24.1.1. Service Quality Gap Models
The Gap model of service quality was originally developed by Parasuraman, Berry, and
Zeithaml (1985). It has served as a basis for study in services industries. The model identifies four
specific gaps leading to a fifth general gap between customers’ expectations and perceived service.

These gaps are;

Gap 1: Knowledge gap; A gap arises when the company’s knowledge of customer expectations
is missing, binding them from approaching consumers in the correct way. The extent of the gap is
dependent on the level of upward communication, the number of layers of management, the size
of the organization and the extent of marketing research to identify customer expectations (Dan,
2016)

Gap 2: Standards gap; The organization has already designed its own idea about what the
customer expects from their service. If this idea is incorrect from the start and does not correspond
to what customers actually expect, there is a significant risk that the organization will interpret it
wrongly into a quality policy and corresponding rules (Terzakis, Zisis, Garefalakis, & Arvanitis,
2012)

Gap 3: Delivery gap; It also called performance gap, its extent is a function of many variables
involved in the provision of service. Service quality may have affected by factors like skill level,

type of training received, degree of role agreeability or conflict, and job fit. Service recovery efforts
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along with the extent of responsibility and empowerment also affect the size of this gap (Baki,
Sahin Basfirinci, Murat AR, & Cilingir, 2009)

Gap 4: Communications gap; The extent of communications between the company and the
advertising agencies will affect the size, it can create the wrong expectations among customers. It
also happens that the organization communicates and promises things that are not in line with what
they can actually deliver (Apornak, 2017).

Gap 5: Satisfaction/perception gap; It is the total accumulation of variation in Gaps 1 to 4 and
represents the difference between expectations and perceived service. Eventually, this will lead to
the biggest gap in the experience of quality (Awlachew, 2015).

According to (S.W. Brown & Bond, 1995) the gap model is one of the best received and most
heuristically valuable contributions to the services literature and the model recognizes seven key
gaps relating to managerial perceptions of service quality, and tasks associated with service

delivery to customers which is an extension of Parasuraman et al. (1985).

The External gap happens when the consumers and the company are the main concerns. The
internal gap is related to the company’s departments and functions. Like the external customer, an
internal customer to considers categories of service attributes in judging the quality of the internal
service. service organizations need to know how well the organization or employees performed on
each RATER dimension and identify the weakness in order to make improvements (S.W. Brown
& Bond, 1995; Shahin & Samea, 2010). These authors identified an additional two gaps to

Parasuraman et al. (1985) gap model;

Gap 6: The discrepancy between customer expectations and employee’s perceptions: as a
result of the differences in the understanding of customer expectations by service providers (S.W.
Brown & Bond, 1995)

Gap7: The discrepancy between employee’s perceptions and management perceptions: as a
result of the differences in the understanding of customer expectations between managers and

service providers (Shahin, 2006).
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Figure 2.2.6: Model of service quality gaps (Source: Brown and Bond (1995); Curry, 1999; Luk
and Layton, 2002)

4.2.1.2. Method of SERVQUAL Survey for Measuring Service Quality

According to Terzakis, Zisis, Garefalakis, & Arvanitis (2012) SERVQUAL is an
instrument that constituted from three parts and operated as follows: a set of 22 items in the form
of a questionnaire is applied to consumers in order to identify their perceptions and expectations.
The customers are asked to rate their perceptions and expectations in a 7-point-scale from 1
strongly disagree to 7 strongly agree. The next part of SERVQUAL asks customers either to weigh
the 22 items or to rate each of the five dimensions according to their importance in scale out of
100, the measure of service quality was based on responses to a 7-point semantic differential
question (Buttle, 1996).

As a result, an average score is identified for each of the 5 dimensions as well as an overall

satisfaction quality score is determined using the mean score of the RATER. Gathered facts on
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service quality gaps can assist managers or administrators diagnose where performance
improvement can best be targeted. According to Terzakis et al. (2012), if the gap is positive, the
service quality is regarded to be better than expected, if the gap is zero, service quality is good,
and if the gap is negative, improvements are demanded.

SQ; = Y_i(Pyj— Eyip)

where: SQi = perceived service quality, k = number of service attributes, P = perception of
individual ‘i’ with respect to performance of a service firm attribute ‘j°, E = service quality

expectation for attribute ‘j’ that is the relevant norm for individual ‘i’.

Parasuraman et al.’s SERVQUAL were critiqued by various Scholars. Cronin and Taylor
were amongst the researchers who attack the SERVQUAL scale, they suggest that SERVQUAL
is inadequate in performance measure, and developed performance-based scale called SERVPERF
which measure service quality only by customer perception or not include customer’s expectation.
It can reduce by 50% the number of items that must be measured 44 items to 22 items (Cronin Jr
& Taylor, 1992). (Akdere, Top, & Tekingiindiiz, 2018) also, criticize the SERVQUAL scale that
it entails enormous data collection task and recommended SERVPERF scale as an alternative, less
tedious approaches, to avoid large the data collection task.

Conversely, other researchers maintain encouraging SERVQUAL for its superior
diagnostic power to find areas for managerial intervention. The use of the weighted SERVQUAL
scale is the most appropriate alternative from the point of view of the diagnostic ability of various
scales (Buttle, 1996; Dan, 2016 & Jain & Gupta, 2004). Baki et al. (2009) insisted on SERVQUAL
power of diagnostic and noted that the dimensionality of SERVQUAL depends on the context
which is applied and cannot be generalized in any service industry, it is an applicable scale in all

industry.

From the literature SERVPEREF is less tedious approach where SERVQUAL is entails
enormous data collection task and tedious approach. On the other hand, SERVQUAL has superior
diagnostic power to find areas for managerial intervention where SERVPEREF is less in diagnostic
power to find the gap. Depending on Scholars augments SERVQUAL is the best tool to measure
service quality in all industry because of its diagnostic power. But, SERVQUAL only measure the

service quality or identify the gaps, not able to address how the gaps can be closed.
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2.4.2. Kano Model

Kano model is a theory of product development and customer satisfaction invented in the
1980s by Noriaki Kano that was a student of Kaoru Ishikawa (Coleman, 2015). In the 1980s the
model is used as a means to Prioritize critical to quality characteristics and identify implicit as well
as explicit customer needs. Theory of attractive quality or Kano model is an important reference
in the field of quality management, as discussed by many recent research studies from this field
that have exploited its findings in both product and service domains (Baki et al., 2009; Borgianni,
2018; Taifa & Desai, 2016).

Kano et al. (1984) developed a model while studying the contributing factors to customer
satisfaction and customer loyalty and categorize the attributes of a product or service based on how
well they are able to satisfy customer needs. The model describes five unique categories of
customer requirements, three of which want to end up in customer offering, and the other two
should be taken out. Coleman (2015) states that the y-axis is level of satisfaction (frustrated,
Dissatisfaction, neutral, satisfied and delighted) of the requirement, the x-axis is the level of
functionality or execution (none, some, basic, good and best) of the requirement as indicated in

the figure below. All categories of attributes can be mapped on the axis.

1. The basic requirements (M): Customers become dissatisfied when the performance of
the product attribute is low. According to Noriaki Kano (1984) when the must-be attributes
are not fulfilled the customer feels dissatisfied Kano originally called these “Must-be”

because they are the needs that must be included and are the price of entry into a business.

2. The performance requirements (O): Customer satisfaction is a linear function of the
performance of the product attribute. Professor N. Kano originally called these “One-
Dimensional” because the better you execute these the more satisfaction from the customer

you get.

3. The excitement requirements (A): Customer satisfaction increases super-linearly with
increasing attribute performance. Lack of satisfactory fulfillment of this need does not lead
to customer dissatisfaction (Terzakis et al., 2012). Kano originally called these “Attractive

or Delighters” attributes.

21



SERVICE QUALITY ASSESSMENT AND IMPROVEMENT APPROACH

4. Indifferent (1): Customers don’t care if they are absent or present their satisfaction remains

neutral under either circumstance (Zacarias, 2016).

5. Reverse (R): Customers have clash requirements among these quality attributes. These are
the requirements that cause dissatisfaction when present and satisfaction when absent that

are rare but do happen occasionally (Borgianni, 2018).

According to Coleman (2015) & Zacarias (2016) Questionable (Q) attribute is not actual Kano
categories, it is a mere artifact of the questionnaire but useful in the Kano evaluation table. It refers

to debated customers’ needs.
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Figure 2.2.7: Kano Model Diagram (source: The Customer-Driven Organization, Employing the
Kano Model by Coleman (2015). Modified

According to Borgianni (2018) an appreciation for a customer requirement is initially
displayed in the fashion of an attractive quality attribute, this tends to switch towards performance
and subsequently to basic and basic needs transform into indifferent requirements can be somehow
expected with respect to certain functions that are not valued anymore by customers. Gaileviciute
(2011) states that in a certain sense, customer needs tend to decrease their capability to generate
satisfaction and their fulfillment is gradually more and more devoted to avoiding harm.

22



SERVICE QUALITY ASSESSMENT AND IMPROVEMENT APPROACH

The critical process step can still be considered non-value-adding from the customer’s
perspective (Coleman, 2015). Coleman concludes that it must be pointed out, though, that
exceeding customer expectations does not simply mean giving more. There must be value for the
customer in the additional service or product provided at the time that it is presented. Otherwise,
an organization is generating the waste of over processing. Based on publications of Kano's model,

different scholars summarized its benefits as follows;

1. Kano's model promotes an understanding of product or service requirements. The
attributes that have the maximum influence on customer satisfaction can be recognized

(Gaileviciute, 2011)

2. It provides valuable guidance in the following trade-off situation. If two product attributes
cannot be promoted simultaneously due to technical or financial reasons, the attribute that

has a greater influence on customer satisfaction can be determined (Taifa & Desai, 2016)

3. Kano's model can lead to developing a wide range of product/ service differentiation by
examining the attractive attributes (Walten, 1999). The attractive attributes are the key to
beating the competition in the marketplace.

According to (Mote et al., 2016) in Kano Model, a qualitative survey for the focused group
interviews should be carried and insights from this survey are gathered and based on deep
understanding, a Kano questionnaire was formulated. This questionnaire is constructed through
pairs of customer requirement questions functional and dysfunctional (Singgih & Ardhiyani,
2010). Answers of kano questioners may have five possibilities; | like it that way, it must be that

way, | am neutral, | can live with it that way and | dislike it that way (Gaileviciute, 2011).

4. Analysis Of

questionnaire

Figure 2.2.8: Kano methodology (Source: Kano Model application in new service development and
Customer satisfaction by Mote et al., 2016)

According to Zacarias (2016), one of the great things about the Kano model is that it
accounts for both having and not having some functionality. This shows the extent to which
something is actually wanted, needed or indifferent for our customers. Evaluation table that

combines the functional and dysfunctional answers in its rows and columns to get to one of the
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Kano categories described above. The final classification criterion is the “frequencies of single

respondent categorization” (Terzakis et al., 2012).
Table 2.2-1: Kano Evaluation Table (Source: Translating the service quality gaps into strategy

formulation by Terzakis et al., 2012)

Customer e fr1mets
Ruqulrumunlﬁ —> L ZLh hi'Lll:tlﬂl'Iﬂ: 5,
like | must-be | neutral llive with | dislike
1. like Q A A A O
2. must-be R I I I M
Func- | 3. neutral R I I I M
tional |4 jive wit R I I | M
5. dislike R R R R Q

Note that Letter A, O, M, I and Q denotes attractive, one-dimensional, must-be, indifferent,

reverse, and question respectively

If the customer responses to a question, how would you feel if we provide free Wi-Fi? as |
like it, and to question, how would you feel if we do not provide Wi-Fi? as | am neutral, then
responses to both questions provide “A”. If combining the answers yields category I, Customer
does not care whether the attribute is present or not. Category Q is for the questionable result.
Normally, the answers do not fall into this category. Questionable scores show that the question
was written incorrectly or that the person interviewed didn’t understand the question or mark out
a wrong answer by mistake. The answer in the evaluation table yields category R, this product

feature is not only unwanted by the customer but he even expects the reverse (Mote et al., 2016).

In case analyzing the results of close results between categories, use the following rule

leftmost wins: Must-be > Performance > Attractive > Indifferent (Gupta & R. Sriavastava, 2012

& Zacarias, 2016)
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Figure 2.2.9: Kano Evaluation table (Source: Kano's Model for Understanding Customer-
defined Quality by Walten, 1999).

An important addition to the Kano model methodology suggested by different researchers
is to include extra important question after the functional and dysfunctional pair and the question
asks customers how significant a given feature is to them (Berger,1993). The self-stated
importance question is asked in the following arrangement: How important is it or would it be if
<requirement>? The author states that the responses should be in the form of a scale from 1 to 9,

going from Not at all important to Extremely important.

Zacarias (2016) stated that Better and Worse or Satisfaction and Dissatisfaction
Coefficients scores that reflected, in numerical terms, how customers’ satisfaction or
dissatisfaction would change by the presence/absence of a feature. By considering the total number

of answers in each category for a given feature, they’re calculated using these formulas:

A+0 M+0
Better = ——— Worse = — ———
A+O0+M+1 A+O0+M+1

A positive customer satisfaction (CS) ranges in value from zero to one; Closer to value
one, higher the influence on customer satisfaction. The negative customer satisfaction operates in
a similar pattern. A value of zero shows that this feature does not cause dissatisfaction if it is not

met. In this way, all the evaluated attributes can be represented in a diagram.
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Despite the above benefits, Kano's model is restricted by several limitations. Lilja &
Wiklund (2006) states that Kano model classifies, but does not quantify either the numerical or the
qualitative performance of the attributes, does not provide an explanation of what drives customers'
perceptions, why the particular attributes are important to the customers, and what the customers'
behavioral intentions are. It is helpful to know service attribute influence on customer satisfaction

and dissatisfaction and planning the design for service.

2.4.3. Quality Function Deployment (QFD)

Quality Function Deployment (QFD) was created by Yoji Akao in Japan in 1966. By 1972
the power of QFD had been well demonstrated at the Mitsubishi Heavy Industries Kobe Shipyard
(Temponi, Yen, & Tiao, 1999). Later QFD adopted by Toyota, Ford Motor Company and Xerox
brought this concept to the United States in 1986 (Singgih & Ardhiyani, 2010). QFD developing
a design quality aimed at satisfying the customer and changing their demand into design targets
and main quality assurance points to be used throughout the production phase, and a vital
advantage that Akao points out, QFD has demonstrated the reduction of development time by 1/2
to 1/3 (Akao, 1997)

QFD is a tool that gathers the need of the customer and inducting the expected features in
the final product. In order to QFD extend importance to expectations of the customers, which in
turn may fulfill overall CS for a product or service (Apornak, 2017). Prioritize spoken and the
unspoken customer wants, translate these needs into technical characteristics, build and deliver a
quality product or service are the main goal of QFD implementing. In the implementation of QFD,
there are four major phases, in the process, each phase uses a matrix to translate customer
requirements from initial planning stages through production control (Akao, 1972). These phases
or stages are described as follows;

1. Product/Service Planning: it is also known as The House of Quality (HOQ). This stage
collects customer requirements, competitive opportunities, warranty data, product
measurements, and the technical ability of the organization to meet each customer
requirement (Singgih & Ardhiyani, 2010 &Terzakis et al., 2012).
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Figure 2.2.10: House of Quality (Terzakis et al., 2012)

2. Product/Service Design: this phase needs innovative group ideas, Product/service
concepts are shaped and specifications are documented (Temponi et al., 1999).

3. Process Planning: During process planning, manufacturing/service processes are
flowcharts and process parameters or target values are documented (Akao, 1997).

4. Process Control: this phase used as quality assurance, in phase 3 performance indicators
are created to monitor the production/service process, schedules, and skills training for the

employee. In the process, control decisions are made as to which process poses the most

risk and controls are put in place to prevent failures (Terzakis et al., 2012).

The scientific publications describe QFD as a practice that leads to process improvements
which enable an organization to exceed the expectations of the customer and point out its benefits
(Temponi et al., 1999; Kay C. Tan & Pawitra, 2001; Rahmana et al., 2014 & Apornak, 2017).
Benefits of Quality Function Deployment can be summarized as tangible and intangible in the

table below;
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Table 2.2-2: Tangible and intangible benefits of Quality Function Deployment.

Tangible benefit Intangible benefits

Significant reduction in start-up and

engineering costs by 30% Facilitates multidisciplinary teamwork

Early identification of high-risk areas Provides a basis for improvement planning
Up-front determination of product process | Creates a transferable storehouse of engineering
requirements knowledge

Strengthens good relationships between

More efficient allocation of resources
customers and the company

QFD is ensuring that customer requirements are accurately translated into relevant
technical descriptors throughout each stage and meeting or exceeding customer demands to
maintaining or improving product/service performance. It means designing products/services that
delight customers and fulfill their unarticulated desire. The relationship between customer
requirements and technical requirements that are proposed by experts have a great influence on
service design. The relationship matrix is determined by team or focused group. Relationships can
either be weak, moderate, or strong and carry a numeric value of 1, 3 or 9 (Apornak, 2017).

Even though, QFD is ensuring to fulfill clients unarticulated desire, subjective decision that
given by teams in the consideration of the company's ability to meet prioritized customer needs
may not strong or consistency of relationship matrix is not checked. When decision is made,
experts should consider multiple criteria concerning the attributes, unless the decision may not

consistent or strong enough.

2.4.4. Analytical Hierarchy Process - AHP

Analytical Hierarchy Process is one of the multiple criteria decision-making method
(MCDM) that was originally introduced by Prof. Thomas L. Saaty (1980). Wind & Saaty (1980)
finds that AHP provides measures of judgment consistency, derives priorities among criteria and
alternatives, simplifies preference ratings among decision criteria using pairwise comparisons.
AHP helps to capture both subjective and objective aspects of a decision, and it has been applied
in a wide variety of areas including planning, selecting the best alternative, resource allocation and
resolving conflict (N. Jain & Singh, 2014). Analytical Hierarchy Process is applicable for group
discussion environment when it is difficult to formulate criteria evaluation, i.e. it allows qualitative

evaluation as well as quantitative evaluation. Steps involved in AHP are:
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Step 1. The complex problem is decomposed into smaller sub-problems with goal
hierarchy at the top, followed by criteria sub criteria at lower levels and at the bottom decision
variables (develop model).

Step 2: Decision matrix is constructed and the priority score is determined. Saaty gave a
nine-point scale, for an equal assessment numerical value 1 is assigned and for moderately more
important 3 is assigned, for strongly more 5 is assigned and 7 for very strongly, for extremely more
important 9 is assigned. 2,4,6,8 are assigned for intermediate values of importance (Wind & Saaty,
1980).

Step 3: To set the relative priorities with respect to next higher level, pair wise
comparison is done. The comparison matrix so formed takes the form. There are n criteria then
n(n-1)/2 comparisons are to be done. To obtain the relative weight of the criteria Eigen value of
the n normalized matrix should be calculated. A is pair wise comparison matrix; X is Eigen
vector or priority vector (N. Jain & Singh, 2014).

Step 4: for checking the consistency of decision maker’s judgment in consistency index
or consistency ration is calculated using the equation CI=(A-n)/(n-1). Consistence vector (C) is
calculated from pair wise matrix (A) and priority vector (X), then A is the average of Consistency
vector. Calculate the consistency ratio CR = CI/RI where RI is a random index from table below.
If CR > 0.10 the judgements are untrustworthy and the comparisons should be repeated, and If CR

< 0.10 considered acceptable in practice and the rankings are consistent (Wind & Saaty, 1980).

Table 2.2-3: Random inconsistency indices for n = 10 (Source: Saaty, 1980)

RI | 0.00 {000 |0.58 |09 |112 |1.24 {132 |1.41 |1.46 |1.49
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2.5. THE SYNERGY OF CUSTOMER ORIENTED TOOLS FOR IMPROVING
SERVICE QUALITY

Now a day’s market competition is increasing, organizations should apply continuous
improvement to maintain and enhance their competitive edge. Therefore, strategic move towards
innovation like integrated approach involving SERVQUAL, Kano’s model, and QFD is needed
(Baki et al., 2009). This integrated approach helps companies to assess customer satisfaction, to
direct improvements in strengthening their weak attributes, and to speed up the growth of
innovative services through the identification of attractive attributes and setting them into
upcoming services (Kay C. Tan & Pawitra, 2001)

According to Parasuraman et al. (1988), SERVQUAL used to understand the expectations
and perceptions of consumers. In SERVQUAL model is the relationship between CS and SQ is
linear, the implication is that the higher gap score of a service attribute, the more essential to
prioritize for improvement actions (Pheng & Rui, 2016). However, with rising market pressure,
continuous improvement may not be adequate in maintaining a competitive edge. SERVQUAL
was not designed to address the element of innovation and not able to address how the gaps can
be closed. Hence, it would be better if SERVQUAL can be integrated with other service quality
tools that focused on reducing the service gaps (Kay C. Tan & Pawitra, 2001a).

Noriaki Kano developed a model to categorize the attributes of a service or product on how
well they are able to fulfill customer needs as must-be, one-dimensional and attractive
requirements (Kano et al., 1984). In a competitive marketplace, business groups need to adopt
strategies and to create product attributes targeted specifically at exciting customers and over-
satisfying them. According to Tan & Pawitra (2001) paying more attention to improving the
quality of a specific service, the attribute may not always lead to greater customer satisfaction if

that attribute is taken for granted. So, Kano's model cannot evaluate attribute performance.

According to (Kay C. Tan & Pawitra, 2001a) Kano's model is proposed to be integrated
into SERVQUAL in to remove the linearity assumption and to provide innovative inputs. It helps
SERVQUAL to prioritize the improvement of an organization's weaknesses based on the category
of the requirement that leads to the highest CS and enable SERVQUAL to focus on the attractive
attributes that are most preferred in the product/service innovation process. Kano model eliminates
the linear assumption about the relationship between customer satisfaction and service quality and

implements a nonlinear and asymmetric assumption, that different types of service attributes have
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different degrees of impact on customer satisfaction. Thus, should be allocated different weights
when arranging attributes for improvement (Kay C. Tan & Pawitra, 2001a).

Pheng & Rui (2016) states that faced by all the service attributes that need improvement
and their importance levels, the next stage is to close the service gap and improve service quality.
But, SERVQUAL and the Kano model alone cannot address this problem. Integrating
SERVQUAL and the Kano model into QFD can offer insight into solving this issue. Singgih &
Ardhiyani (2010) states that applying SERVQUAL only into QFD does not tell us how to close
gaps happened between customer perceived and expect. The customer needs (VOC) priorities
reflect what customers require most but the real information needed in QFD is to know which
customers we want to satisfy most and how to meet their requirements (Kay C. Tan & Pawitra,
2001b)

Various researchers like Kay Chuan Tan & Shen (2000); Kay C. Tan & Pawitra, (2001) &
Singgih & Ardhiyani (2010) adopted the integrated approach for service quality improvement. It
is the more powerful and inclusive approach for continuous service quality improvement,
information on customer satisfaction and service performance is translated into particular working
instructions and procedures. Rahmana et al. (2014) also used the concept of this integrated
approach to improve the quality of simulation-based training on project management and

recommend an integrated approach that could be applicable in manufacturing & service industries.
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Tan & Pawitra (2001) were the first to propose the integrated use of SERVQUAL, the
Kano model and QFD. They demonstrated this application by a case study focusing on Singapore’s
tourism sector. They start with employment of a SERVQUAL and a Kano questionnaire, then
service gaps and service attributes’ categories were identified, allowing attention to focus on the
attributes with a negative gap score and at the same time classified under “A”, “O” and “M” and

finally use the output from the first phase and incorporate it into the HOQ. Note that adjusted

HOQ

importance score is | (P — E) | X Level of importance x Kano multiplier.
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Figure 2.2.12: Structure of the house quality with integrated approach (Source: Pawitra & Tan,
2003)

According to Pheng & Rui (2016) many research proposed the approach of integrating the
three tools because it can yield valuable results that cannot be obtained using either of them alone.
It has been proven to be a useful tool for service quality management. The literature shows that
there are no standard steps or methods for applying this integrated approach. The procedures and
methods used by researchers depend on the nature and purpose of their studies. Most of the
scholars ((Baki et al., 2009; Rahmana et al., 2014; Singgih & Ardhiyani, 2010; Kay C. Tan &
Pawitra, 2001) agreed on three benefits for this integrated approach:

% It provides a basis for improvement planning.

0,

% There is a prioritization of action plans as per VOC.
% There is better documentation, teamwork, and communication.

Many researchers adapted the technigue MCDM AHP methodology in the integration of
different customer-oriented approach models like SERVQUAL, QFD, and Kano’s model. Wind
& Saaty (1980) suggests applying AHP for marketing decision of determining the desired direction
for the new product development, and evaluation of marketing mix strategy. Chua Chow & Luk
(2005) adapting the AHP methodology for measurement of service quality in restraint industry

using RATER and recommends analytic hierarchy process for service quality (AHP-SQ) to
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compute a gap analysis in a way that provides a competitive perspective in managing service
quality.

Kazemi et al. (2013) used AHP with Kano’s model to prioritize the factors affecting CS of
the quality of services provided by the bank in order to gain more competitive advantage and found
that the rules and employees skills, indicated as the most important factors in CS. Synchronizing
QFD and AHP method is used to rank the customers or suppliers on the basis of criteria and how
far they are impacted by each alternative N. Jain & Singh (2014). Pakizehkar et al. (2016) also
illustrates Kano’s model, AHP and QFD to prioritizing the bank's subtractions, they identify the
competitive priorities and classify requirement through Kano’s model, then prioritize them by
using analytical hierarchy and 