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Abstract: This paper focuses on the use of the SERVPERF instrument in order to measure
service quality. The author visited one of Malta’s major hotels. Three identical
questionnaires were completed by the hotel’s Purchasing Manager. An interview was
also held. It seems likely that supplier 2 gives the best service. The results of the
questionnaire are discussed in the light of customer-buyer relationships. This includes
the use of power, competence and media richness.
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Introduction

In today’s competitive environment, organisations must earn the customer’s trust
by consistently meeting or exceeding customers’ expectations (Webster, 1992; Paul,
2003: 89). To accomplish this means proper management of resources at the disposal
of the service provider and effective communication with the customer.

Meeting the expectations of users is critical since they assess service quality
by comparing what they expect to receive with what they perceive they are getting.
The disparity between expectation and perception is the major determining factor
in a customer’s assessment of service quality.

In this paper the author focused on the perception of quality by a customer (a four
star hotel) in a B2B' environment. First theory is explored in terms of models and
instruments that may be used to measure service quality. This is followed by an overview
of the companies involved. Next is a brief explanation of how empirical evidence was
collected. Results are then presented and discussed in the light of service literature.

Literature Review
Service quality is an aspect that has stimulated significant interest and debate in
the research literature due to the difficulty of definition and measurement

' Business to business.
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(Wisniewski and Donnelly, 1996). This section of the paper deals with broad aspects
of these problems as well as possible solutions. There are a number of contrasting
definitions as to what is meant by service quality. One that is commonly used
defines service quality as the extent to which a service meets customers’ needs or
expectations (Lewis and Mitchell, 1980).

Why should quality be measured anyway? Measurement allows for comparison
before and after changes, for the location of quality related problems and for the
establishment of clear standards for service delivery (Shahin 2005: 2).

And what method shall be used to measure quality? Many instruments exist
including SERVQUAL, SERVPERF as well as INDSERV. Later we shall take a
brief look at these instruments and consider their strengths and limitations.

Model of Service Quality Gaps

There are seven major gaps in the service quality concept which are shown in
Figure 1 (Parasuraman, Zeithmal and Barry, 1985; Curry, 1999; Luk and Layton,
2002). The three important gaps which are more associated with external customers
are Gap 1, Gap 5 and Gap 6 since they have a direct relationship with customers.

e Gap 1: Customers’ expectations versus management perception: as a result
of the lack of a marketing research orientation; inadequate upward communication
and too many layers of management.

* Gap 5: The discrepancy between customer expectations and their perceptions
of the service delivered: as a result of the influences exerted from the customer
side and the shortfalls (gaps) on the part of the service provider. In this case,
customer expectations are influenced by the extent of personal needs, word of
mouth recommendation and past service experiences.

* Gap 6: The discrepancy between customer expectations and employees’
perceptions: as a result of the-differences in the understanding of customer
expectations by front-line service providers.

According to some researchers, ‘the gap model is one of the best received and
most valuable contributions to the services literature’, (Brown and Bond 1995).
Most instruments used to measure service quality in fact measure Gap 5.

The SERVQUAL Instrument

The SERVQUAL method (Parasuraman, Zeithmal, and Barry, 1985) is a technique
that can be used for performing a gap analysis of an organisation’s service quality
performance against customer service quality needs (disconfirmation paradigm).
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Figure 1. Model of service quality gaps (Parasuraman et al., 1985; Cuny, 1999; Luk and
Layton, 2002).

SERVQUAL is an empirically derived method that may be used to improve
service quality. It takes into account the difference between customers’ expectations
and perceptions of a service. The data are collected via surveys of a sample of
customers. Respondents rate the service provider’s service along a Likert scale (in
this case a 5 point scale was used).
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The methodology was originally based around five key dimensions: Tangibles,
Reliability, Responsiveness, Assurance and Empathy. The above has been expanded
with the following additions: Competence, Courtesy, Credibility, Security, Access,
Communication and Understanding.

Although SERVQUAL is widely used it is not without its critics. The main
problems are outlined below:

» Expectations and perceptions should be measured separately since simultaneous
measurement introduces a subtle interaction between perceptions and prior
experiences (Oliver, 1981).

e Expectations are based on recall. (Hubbert, Sehorn, and Brown, 1995).

e Concern regarding the measurement of service quality over multiple service
functions and the treatment of the expectations measurement (Carman, 1990).

* The applicability of SERVQUAL across a wide variety of services (Babakus and
Boller, 1992).

* The applicability of SERVQUAL in B2B contexts. B2B contexts are considered
to be more complex than B2C? contexts.

To summarise the problem lies with whether it is possible to assimilate
responses under any one heading be it empathy or responsiveness. This is known
as reification and has led to untold misery for millions in intelligence testing during
the Twentieth Century (Gould, 1981).

The SERVPERF Instrument

In response to the above difficulties SERVQUAL has been modified into a
performance-only measure (i.e. measuring perceptions). This is called SERVPERF
(Cronin and Taylor, 2005).

SERVPERF makes use of the original SERVQUAL scale and also requires
the respondents to rate the provider’s service along a scale. Taking a single measure
of service performance is seen to get around many of the problems outlined above.

Carrilat, Jamarillo, and Mulki, (2007) comment that the difference between
SERVQUAL and SERVPEREF is minimal and that the power of modern statistical
methods can make do for SERVQUAL’s perceived limitations.

In this study the author used SERVPEREF rather than SERVQUAL.

Other Instruments
Surveying the service literature the author found other instruments which may be
used to measure service performance in particular contexts:

2 Business to customer.
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e INDSERYV: This instrument is relatively new and was designed to overcome the
same problems outlined above, especially in B2B contexts. It is based on the
idea that the industrial customer’s perception of service quality is made up of
four dimensions: Potential quality, hard quality, soft quality and output quality.
However results have been mixed. (Gounaris, 2005).

e LIBQUAL: This instrument is based on SERVQUAL and is used in assessing
library services (Cook and Heath, 2001).

e HEdPERF: An instrument used in technical schools and universities (Abdullah
2006: 31-47).

The Companies’

The Buyer

The hotel is situated close to the shore. It was inaugurated in late sixties. In the
mid eighties the hotel was taken over by a major operator. Upon acquisition the
hotel was closed down to start its transformation into a four star hotel under a
new name.

It is the operator’s philosophy that managers are fully empowered and
encouraged to take decisions within their sphere of activity. It is believed that this
factor combined with sound financial management, gives the organisation the
capability of adapting effectively to ever changing market scenarios, the tourist
market being no exception.

The Suppliers

Supplier 1

Supplier 1 produces a wide portfolio of carbonated and non-carbonated beverages.
It has diversified interests, on a par with other European organisations. To achieve
the above Supplier 1 focuses on customer satisfaction, product quality, human
resources and future investments.

Supplier 2

The main activity of the company deals in frozen foodstuffs. Suppliers are acquired

both through imports and local purchases. The products purchased are then sold to

the catering, wholesale and retail trade, delivered by a fleet of refrigerated trucks.
The customer base includes most top hotels, restaurants and retail outlets.

The company also trades in contract catering to government departments and

hospitals and caters for military, cruise and cargo ship requirements.

*Information about the hotel and its suppliers was found on the websites affiliated to those companies.
The sources have not been listed in accordance with the Data Protection Act (2001).
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Supplier 3
Supplier 3 has over 40 years experience in marketing and trading in Malta. All the
products and services provided by the group may be viewed in a large showroom.

The company has manufacturing facilities of 2000 sq. metres and about 25
personnel. They offer a wide range of products in catering disposables-hygiene
products- and products for bakeries.

Supplier 3 has many sister companies and enjoys a large customer base.

The hotel in question utilises products offered by Supplier 3. These include
aluminium foil disposables, plastic disposables and paper disposables.

Methodology
The author contacted the hotel via a third person. After initial contact a meeting
was set up with the Purchasing Manager. During the meeting the author explained
the rationale of the study and presented three identical questionnaires to assess
service quality of three key suppliers. The purchasing manager chose the companies
discussed above.

After the questionnaires were filled out the author held an interview with the
Purchasing Manager.* The answers were taped and subsequently used in the
discussion.

Presentation of Results
The completed questionnaires are shown overleaf. As stated above a 5 point Likert
scale was used in the following way,

Strongly Disagree ----- 1

Disagree ---------------- 2
Neutral ------------------ 3
Agree -----------m-meoee- 4
Strongly Agree -------- 5

Applying the above to the three service companies, that company with the
highest aggregate score (Zigmund 2003: 343-44) may be viewed as giving the
best service. The following results are obtained,

Supplier 1 107/165 or 64.85%
Supplier 2 114/165 or 69.09%
Supplier 3 104/165 or 63.03%

4 A list of questions is found in Appendix 1.
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As outlined above, the total score is an aggregate of the individual scores and
may be misleading. It is highly improbable that this value has any meaning
considering the complexity of service quality. A more complete picture would be

Nicholas Zarb

to separate the scores according to the dimensions outlined above (Figure 2).

Figure 2.  Likert scores for different service dimensions.

Statement Number Supplier 1 Supplier 2 Suppler 3
Tangibles Score

5 4 4 4

7 4 2 3

8 2 4 4
12 4 4 4
31 4 4 2
32 4 2 2
33 2 2 2
Total / 35 29 22 21
Percentage 68.59 62.86 60

Reliability Score

1 4 4 3

2 2 4 3

4 5 4 2
31 4 N4 2
Total / 20 15 16 10
Percentage 95 80 50

Responsiveness Score

3 4 4 4
16 4 2 4
17 4 3 4
27 2 4 2
28 2 4 2
29 2 2 2
Total / 30 18 19 18
Percentage 60 60.33 60
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Competence Score

10 4 4 4
18 1 4 4
30 1 2 2
Total / 15 6 10 10
Percentage 90 66.69 66.69
Courtesy
20 4 4 3
24 4 4 3
Total / 10 8 8 6
Percentage 80 80 60
Credibility Score

9 3 4 3
13 4 3 3
Total / 10 9 9 6
Percentage 920 90 60

Security Score

6 2 4 4
15 4 <+ 3
26 4 4 3
Total / 15 10 12 10
Percentage 66.69 80 66.69

Assurance (aggregate of competence, courtesy, credibility and security dimensions)

Total / 50

31

39

32

Percentage

62

99

69
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Communication Score
14 4 4 4
22 2 2 3
TOTAL/ 10 6 6 9
Percentage 60 60 90
Access Score
21 2 4 4
23 2 2 2
25 2 4 <
26 4 4 3
Total / 20 10 19 13
Percentage 50 90 65
Understanding Score
11 4 4 4
19 4 4 4
Total / 10 8 8 8
Percentage 80 80 80
Empathy (aggregate of communication, access and understanding dimensions)
[Total / 90 29 28 28
Percentage 60 90 90
Discussion

It is important to understand the principles that underlie B2B marketplaces and
determine the shapes that they assume under pressure.

Every market represents a complex assembly of buyers and suppliers united
by lines of power and dependency. Although forces of supply and demand control
the flow of business, each market carries a built-in measure of inefficiency. The
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B2B marketplace minimizes that inefficiency by strengthening the relationship
between supplier and buyer, promoting price cuts, lowering supply chain costs and
increasing the reach of suppliers (Lee, Padmanabhan, and Whang, 1997).

The above results show that Supplier 2 gives the best overall service. However
when the results are broken down according to the given dimensions one gets
mixed results.

» Supplier 1 had the best rating in the Tangibles dimension.

* Supplier 2 had the best ratings in the Reliability, Responsiveness, Security,
Assurance and Access dimensions.

* Supplier 3 had the best rating in the Communication dimension.

¢ The remaining dimensions had joint best ratings (two companies) with the
Understanding dimension showing that the three companies had identical ratings.

Other trends are interesting. Statement 33,°The supplier is linked to my
inventory system’ had consistently low ratings for all companies. This may show
the lack of a fully fledged IT system. Whether this is prevalent throughout the
hotel industry or due to lack of trust or some other dimension is hard to discern. It
is probable that more empirical work has to be done in this area before any
conclusions can be made with certainty

Other statements also have low ratings. These include statement 23 and 29.
Statement 23, ‘We talk about common interests besides work’ shows that the
relationship between the buyer and sellers is somewhat formal. Again whether this
is due to the particular circumstances of the situation or a reflection of local culture
is difficult to establish. Statement 29, ‘The supplier is free to contact any of our
staff’ again shows low ratings across the board.

Other results are mixed. Statement 16, ‘We keep suppliers updated about
possible demand fluctuations.” scores low with Supplier 2 and scores high with
both other companies. Also it seems that the hotel does not have any staff dedicated
to specific companies (statement 30).

It is now time to consider these trends with the larger and more complex
picture of B2B relationships.

The Role of Relationships in B2B Commerce

Research indicates that the majority of economic transactions involve long-term
relationships and private contracts (Blinder, Canetti, Lebow and Rudd 1998). The
hotel has a contract with Supplier 1 as well as a barter system with Supplier 3. The
hotel has no contractual obligations with Supplier 2. Supply chain partners benefit
from relationship-based contracts in several ways. These include reductions in
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transaction costs, improved information sharing and customized pricing (Grey,
Olavson, and Shi, 2001).

Other aspects of supplier-customer relationships consist of those factors which
make it difficult for customers to switch their supplier. Yanamandram and White (2006)
discuss issues such as inertia, switching costs, relationship investment and service
recovery and how their impact from the customer as well as supplier viewpoint.

The Role of Power in B2B Commerce

Often industry supply chains are dominated by large buyers that coordinate the
activities of their suppliers. Since the hotel is large it may be able to exert a certain
amount of pressure on its suppliers. However it seems unlikely that it will have
any effect on the larger Supplier 3 or Supplier 1. The latter is a large player in the
Maltese economy.

The answer to question 6 in the interview sheds some light on hotel’s strategy.
Should the hotel encourage competition between suppliers? To what extent could
the hotel benefit from deeper relationships with its suppliers? While buyers always
have an incentive to emphasise strong relationships, we find that this incentive can
be greatest when buyers face specialist suppliers. The intuition is that the benefits
to better relationships ‘can be a powerful check on the value capture of the specialist
because the buyer may threaten to put all of its business with another supplier’
(Chatain and Zemski 2005). This may account for the high scores that Supplier 2
obtained in many dimensions including Empathy and Access.

Competence Development in Buyer-Supplier Relationships

It has been argued (Wernerfelt, 1984) that organisations may be viewed as a pool
of resources with give rise to competitive advantage. These resources may be looked
at as competencies. With this is mind one can state that competitive advantage is
the result of knowledge, rather than product exchange. There are four ways in
which a corporation can supplement its internal competencies so as to improve its
competitiveness as shown in Figure 3 below.

e Purchased competence refers to the situation in which both the supplier’s and
the buyer’s knowledge contribution to the relationship is minimal.

* Transferred competence refers to situations in which the buyer transfers resources
to the supplier. E.g. Traditional outsourcing.

e Supplied competence is the opposite of transferred competence. It could even be
described as injected competence.

* Cross competence is used to describe situations in which both buyer and supplier
bring something into the relationship.
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The close relationship that exists between the hotel and its suppliers may be
partly explained using this model. The support that the hotel receives (statement 3)
points to this. Surprisingly statement 8, “We prefer to meet the supplier personally
when we have a problem scored low with Supplier 1 but rather high with the other
two suppliers. Cross competence seems to explain well the relationship between
the hotel and Supplier 2. Since the latter supplies meat products there is rich
interaction between the supplier and the hotel.

A
High Supplied Cross
Competence Competence
Supplier’s
knowledge
contribution
L Purchased Transferred
ow Competence Competence
Low High >
Buyer’s knowledge contribution
Source: Moller et al. (2000)

Figure 3. Four types of Inter-organisational Competence Development.
Source: Moller, M.M., Momme, J. and Johansen, J. (2000).

Media Richness and Buyer-Supplier Relationships in The B2B Context

The term ‘media richness’ was coined to explain the ability of communication
media to process information based on the medium used (Daft and Lengel, 1984).
Rich media may be important in a B2B context especially when considering speed
and the complicated nature of the activities.

Figure 4 shows the different characteristics that determine the richness of
information.

As can be seen face-to-face communication gives immediate feedback and is
the rated as the highest in information richness. The presence of non-verbal
communication seems to explain this. Media richness reduces ambiguity in a
relationship, ensures that a sufficient amount of information is processed, helps
managers deal with uncertainty and aids in bridge building in a B2B context
(Johnson, Donahue, and Atkin, 1994). Thus a supplier can better know a customer’s
needs and is better able to provide feedback in general and to give recommendations
for improvements. Besides, buyers will get to know the strengths and weaknesses
of particular providers and thus be able to discriminate between them.
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Medium Feedback Channel Source Language Information richness
Face-to-face Immediate | Visual, Audio | Personal Body, Natural Highest
Telephone Fast Audio Peronsal Natural High
Electronic Fast Limited visual | Personal | Natural/Numeric High/Moderate
(e-mail EDI)
Written, Personal Slow Limited visual | Personal Natural Moderate
(letters, memos)
Written, Formal Very slow | Limited visual |Impersonal Natural Low
(bulletins,
documents)
Numeric, Formal | Very slow |Limited visual |Impersonal Numeric Lowest
(computer
output)

Figure 4. Media Characteristics That Determine Richness of Information.
Source: Daft, R.L. and R.H. Lengel, 1984.

Media richness seems to be encoded in the hotel’s relationship with
supplier 2. Statements 25, 26, 27 deal with aspects of media richness. It may
be argued that the questionnaire does not deal with the way that the hotel
approaches the selling companies. However knowing your supplier personally,
lack of formality when visiting a supplier and the supplier wanting to visit its
customer points to a mix of face-to-face and telephone media when interacting
together.

Limitations of the Study
The above study was based on qualitative rather than quantitative techniques. No
inferential statistics were used on the study. The small number of questionnaires
used means that factor analysis was not used to measure the validity of the
questionnaire.

Other statistical tools including Cronbach’s alpha measure could not be used
since the sampling technique included a bias in favour of key service providers
rather than any service provider.

Conclusion
There are three different threads in this study that need addressing. These are:

e Which instrument is valid to measure service quality?

* Interpreting the actual results and trying to understand the relationship between
the hotel and its suppliers.

 Theoretical implications in the discussion.
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Research shows that SERVPERF seems to be more reliable that SERVQUAL.
The hotel seems to have a healthy relationship with its suppliers especially
Supplier 2. However further quantitative research is needed to ascertain the above
results.
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