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ABSTRACT

Service qudity is commonly thoughto comprise five generic dimengons- respongveness,
assurance, tangibles, empathy and reliability. These dimensonsform thebasisfor service
measurement tools such as SERVQUAL. Research in thisarea, usngtodssuch as
SERVQUAL has predomnantly focused on cusomer perceptionsof qudity. However,
another approach used by many organisationsis to send trained raters into the service
environment, posng as cusomers to evaluae service levels. Thisapproach is often called
"mystery shopping" andis very commonly used in both private and public sector
organisations This study examines whether the accepted service qudity dimensonsderived
from cusomer perceptionsstudies are reflected in service qudity evaluaionsusang mystery
shoppng. It findstha thedimendonstha emergefrom mystery shopping daaresemble
SERVQUAL dimensons Furthermore, areplication foundtha those dimensonsare
reasonably stable over time. Thefindngssuggest tha daafrom mystery shoppng surveys

can exhibit convegent validity.



INTRODUCTION

Cugomer serviceisan importantissuefor all types of organisations For busness
organisationsin a competitive environment, it is obvioudy necessary to pay attentionto the
level of service provided. Cugomers are free to choo alternaives, and so if they perceive

that they will get better service at acompetitor, they can trander some of ther cugom.

Cugomer serviceisaso increasingly important for public sector organisations We see tha
govanments more willing to deregulate markets, and so allow privately owned companiesto
compete agang former govenment monopoles. Service levels become vital to theformer
monopdy to retain its cusomers. Even where agovernment organisation does have a
monopol granted by the govenment, it may be hdd accountable to specified cusomer
service levels. Alternatively, key peformance indcators for pullic organisationsmay be
published and available to cusomers or other stakeholders to scrutinise (e.g. the study of
PennDOT isacasein point, see Poister & Harris, 2000) So there are few organisationstha

can not consder theissue of how well they are providing service to thar cusomers.

Service qudity and cusomer satisfaction are also very significant research streamsin the
academic literature. Many research studies have been conduded to identify suppo=dly
generic aspects or components of service quality (e.g. Parasuraman, Zeithaml, & Berry, 1988;
1985)and thelinks between service qudity, satisfaction, and cusomer buying behaviour or
its proxies (for arecent review see Zeithaml, 2000) Much effort has been expended to
develop questionnare ingrumentsin order to measure service qudity levels as perceived by

cudomers.



For managers, theadvancesin service qudity research have been useful. Managers can use
service qudity measures to benchmark and track customer service, and obtain reports that
identify stronge or weaker pointsin terms of service ddivery. For example, amanager
mightfind tha the organisation is strongon responsveness but weaker in terms of empathy.
For al thisussfulness, it shoud besaid that there are some limitationsto the use of cusomer
perceptionsof service qudity. Firstly, surveys of cusomers rely ontherespondent's memory
of previousservice encouners. Thecusomer may have aless than pefect recollection of
recent encounters, and so thedaa may bebiased. Second,cusomer perceptionsare by
definition subjective. If we imaginetwo cugomers experiencing the same level of service,
onemightbe pleased and the other displeased. It can beargued that wha mattersin theend
iswha the cusomer thinks- butthe example highlights that there may also bevaluein
obtaining more impartial evaluaionsof theservice tha is offered. Third, cusomers may not
think to agreat degree aboutthe service they received. Therefore thar ability supply

accurate responses tha mirror the service levels offered are less than complete.

These limitationssuggest that other methodsof ascertaining the adequacy of cusomer
service levels would bedesirable. One supplementary methodis called "mystery shoppng".
Mystery shopphngisused for avariety of purposes, induding the monitoring of an
organisation® own customer service, thelevels of service offered by competitors, and
evauaingif and how resellers are promoting a supplier@ goods(Wilson, 19983 1998b)
Mystery shoppngiswiddy used both in the private sector, as well as the public sector. Even
ingitutionssuch as hoitals use mystery shopping, sending researchersinto thefacility
posng as a patient requiring treatment (Millstead, 1999) Another example of the ubiquity of
thetechniqueisthe use of mystery shoppingto determinewhether finanda inditutions

engagein fair lending practices (Anonynous 20Q0).



Thefocusof research in this pgper is onthe monitoring of the organisation® own service
qudity. Intha context, monitoring involves sending trained shoppes into the service
environment posng as cugomers, whoimmediately following the service encountr, rate
variousservice aspects according to interndly specified criteria This process should ideally
result in an Ompartial Oevaluation of a specific service encountr, althoughwhether the
processisreliable and valid are questionsthat have received little attentionin theliterature to
date (see Dawes & Sharp, 2000)

Aswith theuse of cusomer perceptionsof service qudity, there are also some fundamental
issues to consder for users of mystery shopping. Firstly, those who use or commission
mystery shopping would presumably like it to measure variables that are important to
cugomers. It would beall too easy to measure thingsthat the organisationfeels are
important, but which cusomers are relatively indifferent to. Therefore, thereisagood
rationde for basing mystery shopping questionnares or checklists as much as possible onthe
"SERVQUAL / SERVPERF" dimengons- tangibles, responsveness, empathy, assurance

and reliability (Cronin & Taylor, 1994; Parasuraman, Zeithaml, & Berry, 1988.

Another issuerelating to measurement is the compostion of thequestionnare items. A basic
tenet of measurement is tha any measure is subject to some degree of error (Peter, 1979.
Therefore, it is generally accepted that multiple measure of a condruct are desirable so asto
minimise the effect of error from any onemeasure (Churchill, 1979) To this end, multiple-
item scales are commonly used, for example four questions are used to measure the latent
condruct of tangblesin the SERVQUAL scae (Parasuraman, Zeithaml, & Berry, 1988)
Mystery shoppng questionnares or checklists, if they are to gaugethe extent of latent

condruds such as responsveness, should probably aso use multiple measures.



Thereisaso afundamental difference between the conceptudisation of service qudity in
terms of cusomer perceptions and the process by which service qudity is measured usng
mystery shopping. Service qudlity is conceptudised as an attitudeformed from repested
service encoungrs, and so according to theliterature, it is notthe same as an impression of
oneencounter. Mystery shopping, ontheothe hand, endeavours to obtain an evaluaion of a
single service encountr, idedlly as undfected as possible by previousencouners. Since
mystery shopping focuses on oneencountr, it is plainly notthe same as service qudity as an
atitudedeveloped over time. However, if amystery shopping survey is undetaken usngthe
same sort of measurement indruments as are used to tap cusomer perceptionsof service
qudity, will the same undelying dimendonstha comprise cusomer perceived service
qudity emerge? Thisbecomes a question of convergent validity. Convegentvalidity isa
desirable psychometric property of measurement ingruments such as questionnares, which
refers to theextent that items designed to tap a particular condruct actudly "load togehe™ or

convageontha condruc:

df a congruct were hypohesised to have 3 dimendons a factor
andysis of a purported measure which produces 3 meaningful factors
could be interpreted as suppotive evidence for convagent vaidityO

(Peter, 1979)

If an andysis foundtha the same service qudity dimensonsdo emerge, thisresearch would
produce postive evidence for the convagent validity of the mystery shopping process. If not,
it would suggest that the elements of service qudity tha tendto closaly co-vary according to
cugomer perceptionsdo not do so, when mystery shoppngisused. This may have important

implicationsfor the commercia use of mystery shopping, and also theinterpretation of



surveys based on cusomer perceptionsof service qudity. Foringance, if previousresearch
has shown tha particular questionnare items form a common factor when administered to
cugomers but do notwhen used by mystery shoppes, this might suggest that theresults from
cugomer surveys are affected by hdo bias. Tha is, respondent’s scores for a particular
question might be distorted by impressionsaboutother aspects of the object or person (see
Fisicaro & Vance, 1999. If mystery shoppngdaaforms afactor structure tha is quite
different to wha would be expected from previousresearch usng the SERVQUAL or
SERVPERF ingruments, the conveagent validity of the mystery shopping process might be
questionead. In either case, theresults from thisresearch are likely to be of interest to
academic researchers, market research practitionas, and those who commission or are

interested in monitoring thar cusomer service levels.

Thenext section briefly describes the development of congructs and measures of service
qudity as perceived by cusomers. Thecondruasused in tha literature forms a basis for

testing the convegent validity of mystery shopping.

SERVICE QUALITY

The development and accompanying debae surrounding the SERVQUAL and SERVPERF

measures iswell doaumented and so will only bebriefly recounted here.

In the early 1980'sParasuraman, Zeithaml & Berry conduded an extensve program of
quditative research with busnesspeople and consumers to explore the concept of service
qudity (Parasuraman, Zeithaml, & Berry, 1989. They conduded that service qudity as
perceived by cusomers dependson the gap between their expectationsand thelevel of
service that was provided. They also identified ten components of service qudity, indudng

condruds such as competence, courtesy, credibility, and security. Thislist was later reduced



to five condruds - tangibles, responsveness, empahy, assurance and reliability
(Parasuraman, Zeithaml, & Berry, 1988) forming thebasis of a scale caled SERVQUAL.
Thestructure of thecondructs, thenoton of agep, and thelinkage between service qudity
and satisfaction has been vigoroudy debated in theliterature since tha time (e.g.
Asuboneng, McCleary, & Swan, 1996;Chong,Kennaly, Riquier, & Rungie, 1997;Cronin
& Taylor, 1992;Dabholkar, Tharpe & Rentz, 199%6). There has been afairly convindng
argument to suggest that cusomer perceived service qudlity is based smply on
"paformance” rather than agap between performance and expectations with the
performance-only scale termed SERVPERF (Cronin & Taylor, 1992,1994) However, there
isat least some degree of agreement aboutthefive generic factors that comprise service
qudity, althoughit is acknowledged tha the precise compostion on an ingrument may

depend ontheindudry unde study.

RESEARCH OBJECTIVES AND METHODOLOGY

As stated earlier, thebroad purpose of this pgper isto test theconveagent validity of daa
gathered fromthe mystery shoppng process. Themethodto beused isexploratory factor
andysis. More specificaly, the purpos isto assess whether the service qudity dimensons
tha emergefromfactor andysis on mystery shopping daa based on the SERV PERF
ingrument, are the same as those in thecusomer perceptionsliterature. This research
therefore acts as a vaidity and reliability check onthe SERVPERF ingrument asused in
mystery shopping. Furthemore, theresearch soughtto test thegeneraisability of theresults

by udgngtwo separate sets of daa

Questionnaire

Aswith many other replicationsadoping the SERVQUAL ingrument, the attributes were

dighty modified to fit theindudry tested. Theindudry wasretailing, and the organisationin



questionwas a"GOE" or Government Owned Enterprise, which neverthdess compees with
private sector organisationsfor many aspects of its produd and service mix. Dueto the
naure of the mystery shopping program and the paticular type of organisation evaluated,
some items tha appear in the SERVQUAL scalewere notinduded. Theitems tha were not
used pertain to reliability, which was not assessable in this study. Measurement of reliability
requires the shoppe to determine how the organisation performs relative to wha it promises
or undetakesto do (Parasuraman, Zeithaml, & Berry, 1988) Thiswas notposible froma
single service encountr. Therefore we would expect to find four of thefive SERVPERF /

SERVQUAL dimengons assurance, tangibles, empahy, and responsveness.

Data collection

Data was obtained froma commercially funded market research project. 1t comprised ratings
for 85retail outlets of anationd Audralian retail organisation. Some of the outlets were
mystery shoppel ontwo occasions(by a different shoppe each time). Interviewer Qudity
Control Audralia (IQCA) trained & accredited interviewers were employed to pose as
cugomers, and immediately following, rate the aspects of service qudity encounered on 11-
point (zero to ten) scales. Theinterviewers were extensvely briefed ontheinterpretation and
use of the measurement scales. They were also provided with prepared Genquiry scenariosOto
appear as nomal cusomers. Datawas collected in 1997,and again in 1998with atotal of

142 observationsin each year. The1998data used a different team of mystery shoppes.

Data Analysis

Exploratory factor andysis was used to determinethe undelying factor structures. The
choice of exploratory over confirmatory factor andysis was made onthe basistha thereis
less than unanimousagreement as to the precise dimensondity of service qudity, and some

inconsstency regarding exactly which question items bdongto which service dimenson



(e.g. Buttle, 1999. Thereforeit would berather difficult to decidein advance how to

condruct a confirmatory factor modd.

Exploratory factor andysis also offers the anayst some control ove theresultant factor
structure. Inthis case, it was reasonéble to assume that afour-factor solution would fit the
data (as thevariables were adgpted from four of the SERQUAL factors). Therefore, the
procedure pre-specified four factors. Thiswas aso appropriate onthebasis tha the sample
size was modest, with 142 observationsin each daa set. Asthedaa set comprised 18
variables, this suggested tha a smaller, rather than alarger numbe of factors would be

desirable. Thetechniqueused was prindpd-axiswith varimax rotation.

RESEARCH FINDINGS

Theandysisreveaed afourfactor solution, but a'so showed tha two variables, pertainingto
wait times, did not have aloading on any factor of highe than 0.23. These two variables
were therefore discarded and the andysis was repeated. Table 1 summarises theloadingson
each factor. Factor loadingsof approximately 0.50 and aboveare circled to facilitate the
reader@ interpretation of thefactor structure. Theleft column indicates which aspect of

service qudity the particular item is meant to measure.

The 1997daa shows afour factor solution, butits structure is somewha different to the
SERVQUAL / SERVPERF compostion. Factor 1in 1997is comprised of tangibles
variables - the physcal outlet, presentation and layout. Factor 2 is also atangibles factor but
pertainsto the appearance of staff and the cleanliness of theoutet. Factor 3 is an assurance
and empathy factor. Assurance refers to employee knowedgeand ther ability to indill trust
and confidence, while empahy refersto individudised attention. Factor4isa

responsveness factor (willingness to hdp and offer prompt service).



Thereis consderable stability in thefactor structure when theandyses for 1997and 1998are
compared. An exceptionisthevariable for interior wasneat and clean, which loaded onto
thestaff & cleanliness factor 2, butin 1998loaded onto factor 1 which isthe physcal
facilitiesfactor. That aside theandysis suggests tha theundelying dimendonsare
relatively robug over time.

Thefindingsgive somewha mixed suppot for theexistence of SERVQUAL-like dimengons
in the measurement of service qudity usng mystery shoppng. In paticular, there are two
differences between the service qudity dimensonsas portrayed in theliterature on cusomer
perceptions and theresults foundhere. Empathy and assurance form a common factor in this
daa, whereas SERVQUAL views them as separate factors. Also there are two tangibles
factors - oneto do mainly with the physcal facilities, equipment and layout, and one

pertaining to appearance - cleanliness and smartness of the outlet and its staff.

While thefactor compostionis somewha different from SERVQUAL, thefactor structures
are quite clear, with generaly small cross-loadingsacross factors. This suggests tha when a
series of statements is presumed to measure, say tangibles, they do appear to load onto a
common factor that isjudifiably thoughtof as comprising tangibles. Furthemore, they tend
to load to only asmall extent with other factors tha are presumed to measure other service
quality aspects. Overdl, thefindingssuggest that mystery shopping surveys can exhibit
conveagent validity. Furthermore, theresultant common service factors wererelatively stable

over two surveys.



Tablel

Key*

mm

>> >

Py,

* Key:

T =Tangibles E = Empahy A = Assurance R = Responsveness

1997data

Question Factors

2 3 4
physcal facilities 003 0.01 -0.03
visudly appealing
modean-looking 0.08 -005 -001
equipment and
fixtures
presentation of 24 005 -0.14
merchandise excelleny
store layout made 0.31 008 -001
thingseasy to find
easy for cusomersto 030 0.10 0.2

move aroundin the

store

interior wasneat and  0.34
clean

employees well 0.31
dressed

employess nest in 0.26
appearance

staff were polite 0.10
person who served 0.12
gave apleasant smile

given a pleasant 0.16
pating remark

asked petinent 0.07
questions

additiond information -0.10
did notknowwha my 0.15
needswere
Not individud
attention

Not persond attention -0.10 -0.14 -0.17

-0.05

1998data
Factors

2 3
0.07 -0.07

001 -012

007 -0.10

0.16 -0.03

0.13 -0.02

0.12 -0.07
-0.14

-0.14

-0.11 -0.30

-0.13 -0.33

4
0.17

0.20

0.18

0.10

-0.03

0.27

041
0.17

021

-0.05

001
-0.12

-0.15

-0.06



CONCLUSIONS AND RECOMMENDATIONS

This pgper putforward arationde as to why mystery shoppng ingruments should be based
on SERVQUAL - SERVPERF dimendons and also why multiple questionsshould be used
asindicators for each of thelatent service qudity congructs. Thefindingsfromtheandysis
suggests tha thefactor structure of service qudity from mystery shopping has some
resemblance to the SERVQUAL - SERVPERF dimensons butthat (a) empahy and
assurance may form acommon factor; and (b) there may be separate tangibles dimensons
split between physcal appeal and layout, as well as cleanliness and appearance of the outlet

and staff.

Thedimensonsalso appeared to bequite stable over time. A replication survey carried out
at alater dae usngidentical methodobgy produced very similar factors. Thefindings
provide postive evidence for thevalidity of themystery shopping process. However, the
dimensonsof service qudity that are tapped usng the mystery shopphng process are not
exactly asthose tha are tapped usng cusomer perceptions For those usng, implementing,
or commissioning mystery shoppe surveys, there are severa implications First, onemug at
least consde the multi-dimensond naure of service qudity, andindudeitems designeal to
measure condrucs such as tangibles, empahy, assurance, and responsveness. It should also
berecognised tha tangibles appears to comprise the physcal appearance of theretail setting
(ie themore 'pamanent’ aspects) and physcal layout; as well as variables measuring
appearance (cleanliness and neatness of the setting and staff). Second, multiple items should
be used to tap these condructs. This study showed that multiple items designed to measure a
latent condruct can exhibit convergent validity. Third, waiting times may conditute a
separate service qudity factor tha is distina fromthe accepted congruct of "responsveness’.

It may betha consumers perceive acommondity between the components of respongveness



(ie showing awillingness to serve) whereas mystery shoppes distinguish between them. For
ingance, if wait times are somewha extended butthe staff are trying as hard asthey can to
copewith the situation, a mystery shoppe would presumably rate certain responsveness
items highly butwaiting time items lower. Consumers might notbe so adept at making this
distinction, given that they are often interviewed some time after ther last service experience

with the organisation unde study.

Limitations

This research has only been conduded within oneindugry and only within Audralia Thisis
an obviouslimitation to thegeneralisability of theresults. There may beparticular indugry
conditionsunde which thefactor structure does hold, and whee it doesnot The study
should bereplicated in other indudries and counties to see if there are any bounday
conditionsunde which thedimensonsdo nothold. The sample size was modest, with 142
observations butwas repeated and produced quite smilar results. This suggests the sample
sizewas notapaticular issue Another limitationisthat it has been suggested that
SERVQUAL factor structures can beinfluenced by postive/negdive question wording
(Smith, 1995) Tha could bethe case here, where some of the questionswere negaively
phrased. Therefore this research could bereplicated induding al postively phrased items
within theindrument, to test whether thisisthe case for mystery shopping. Lastly, there
were two questionstha measured wait times and these questionsdid not load onto any of the
fourfactors. Wait times would be expected to load with therespongveness factor. Future
research could investigate this further, perhgpswith larger sample sizes. Thiswould engble a
factor andysis withouta pre-specified number of factors, and perhgposenable an identification
of other factors tha within thedaa. It may bethecase tha wait times are a separate factor

from other facets of responsveness.
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APPENDIX 1 QUESTIONNAIRE ITEMS

Thephysgcal facilities of this outlet are appesling

This outlet has moden looking equipment and fixtures

Theinterior of the outlet was neat and clean

The presentation of merchandise was excellent

The employees were well dressed

Theemployees were negt in appearance

| had to wait alongtimeto beserved (ddeted fromtheanalysis)

Staff were too busgy to respon® to cusomer requests (ddeted fromtheanalysis)
Staff were polite

The person who served me gave a pleasant smile

| was given a pleasant parting remark

| did nat receive indvidud attention (reverse coded)

| did nat recelve persond attention (reverse coded)

The employee who served me asked me questionspertinent to my enquiry
The employee who served me provided me with additiond information

The person who served me did nat knowwha my needswere (reverse coded)
The store layoutmadeit easy to find things

The store layout madeit easy for cusomers to move aroundthe store






