International Conference on Management Science and Management Innovation (MSMI 2014)

Service Innovation and TQM: A Conceptual Framework of Customer
Satisfaction

Judicael Paterne Raoul TOKOGNON"?, Owusu ACKAH*"", Andy Ohemeng
ASARE®®, Yun-Fei SHAO™*

School of Management and Economics, University of Electronic Science and Technology of China,
N0.2006, Xiyuan Ave, West Hi-Tech Zone, 611731, Chengdu, P.R. China

19672898212@qg.com, "ackah_owusu@yahoo.com, “andyohemengasare@yahoo.com,
shaoyf@uestc.edu.com

*Corresponding author

Keywords: Service Innovation, Customer service satisfaction, Organizational performance, Quality
management.

Abstract. Customer service plays an essential role in firm performance. In this perspective, customer
service process should be constantly improved to meet the expectations of customers. Despite the essence
of customer satisfaction and its relations to organizational performance firms still fails to satisfy its entire
customer segments. This study examines how the interaction between service innovation and total quality
management can contribute to customer satisfaction. The study proposes a framework that seeks to aid
firms on how to develop and implement quality customer service for its customers. This model takes into
consideration the perceived expectation of customers in relation to value and quality.

Background of the study

The rapid change in technology and customers demand for satisfied service over the past decades has
evolved to affect how firms gain and retain customers in order to achieve sustainable growth and revenue.
Therefore firms introduce various activities aided at customer satisfaction improvement [17;12]. Despite
the abstract nature of service makes it complex to measure its quality on technical grounds [15].
Furthermore, the edge by firms to satisfy customers has lead to the integration of quality customer service
management systems into the entire organization structure and activities [18]. This is evidence by the
balloon in innovation expenditure in service organizations over the years [14]. This has resulted in an
increase in research and development in a service context [9]. Firm that is able to harness these
capabilities and resources turns to gain competitive advantage. Meanwhile, service innovation has
received less scrutiny from the academic community and innovation scholars [16].

The demand for value added service from firms by customers has sharpen the mundus operandi of
service organization, shifting to the provision of services that are perceived by customers to have value
through the adoption of total quality management techniques and methods [11]. When customers’ needs
are satisfied in an expected manner, they turn out to become brand ambassadors for the firms through the
interactions with other potential customers. This serves organizations with a large pool of potential
customer base.

The purpose of this study is to examine service innovation and total quality management and how it can
be employed to improve customer satisfaction. Furthermore, a customer satisfaction framework would be
propose to aid the development of successful customer satisfaction strategies and polices among
organizations.

This paper is structured as follows; the theoretical background that would serve as the bases for
framework will be discussed in the next section, section three presents the customer satisfaction
framework and its objectives used for this study. And the last section discusses the conclusion for this
study.
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Theoretical Framework

Most firms in the service sector is affected by the disruptive theory proposed by Christensen et al
(1996), therefore firms need to innovate in order to adapt their service to their customers expectation
when that need arises. The changing demand of customers has being a source of innovation for new
product and services of high quality and value [13]. Furthermore, the survival of any organization
depends on the loyalty of its customers and this can be gain through provision of services that are
perceived to be of high value and quality by customers. This aids firms to gain competitive advantage
over its competitors. Despite firms want to satisfy customers need it should be done in conformity to
accepted standards [8]. Therefore organization needs to integrate innovation into their service process to
enable access to new markets that will serve as a new source of revenue generation. And this can be
achieve the creation of value and improve service of high quality.

Meanwhile, despite the numerous advantages firms seek to drive from the introduction of innovation in
their service delivery process, innovation is rare to the service industry. This can be attributed by the
intangible nature of service and customers can also evaluate the value of service only when they have
received it and this makes it difficult for firm to evaluate the factors that will satisfy customers [1]. In
order to solve this impediment firms need to have an idea about the various kinds of markets and it
competitors in the industry and also evolve its operations around a continuous value-added business
model. Furthermore, firms need to create the environment that invites feedback from customer since
customers are not only the source of creativity but also act as co-creators in the innovation process [3].
Therefore making the interaction between customer and organization an essential factor in service
innovation [4]. The ability of firms to innovate in its service process continuous has empirically accepted
to be related to an organizational performance in both large-small and medium enterprises [2].
Optimization is achieved through the exploration and exploitation of innovation process. When firm has
a large market share and customer base it leads to a significant increase in its revenue and profit margins
through the provision of services that satisfies customers’ needs. When customers consume more of a
product or service that is perceived to give value and meets customers expectations. Therefore firms not
to understand the needs and value expectation of customers in order to innovate new improve services.
The following preposition was formulated;

H1: Firms that have an interactive communication process with its customer gets to have in-depth
understanding of customer value expectation and this contributes to an efficient service innovation
process.

The dominance of service innovation as a medium for customer satisfaction can nit be achieved when
is not toppled with quality management systems and techniques. This has being promoted by the rapid
change of customers as to what service of high quality and provides the consumer more utility than other
[5]. Therefore firms have the responsibility to find out what their customers expects in terms of quality.
Total quality management is argued as an organizational requirement to balance its resources to meet the
needs and expectations of customers. Customers can be satisfied through this process [6]. In
implementation total quality management system and processes, there is the need to play critical attention
to the feedback loop since it serve a platform for continuous interaction and development between
customers and firms in the service innovation process. Furthermore, the introduction of quality
management systems and techniques also help to reduce waste to its barest minimum thereby resulting
into reductions in operational expenditures and time. This aids creates a standard benchmarks that serves
as a reference point in standard evaluation [7].The interaction of total quality management and service
innovation cannot be underestimated if organizations are able to satisfy customers needs. Firms can gain
the trust and loyalty of customers for its brands though customer satisfaction and this as stated earlier is
related to the financial performance of firms due to the competitive advantage gained and the large share
of market that it enjoys. The following preposition was formulated,

P2: The continuous interaction between service innovation and total quality management will leads
to the improvement of customer satisfaction.
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Customer Satisfaction Framework and Motivation

This section of the study presents the conceptual framework that is the focus of this study. With this
framework proposed seeks to aid the improvement of customer service satisfaction through the creation of
value by firms. According to this framework firms can create value through an interactive process
between firms and customers to access their expectation in regards to value and quality. This approaches
helps organization to have access to practical data and information from its potential customers and what
they expects from contracting the services of a particular firm. During this process firms will have an idea
about the dynamism of their customers and thereby tailoring service to meet the needs and expectations
each market segment since all customers can not be satisfy through the introduction of any one particular
service or strategy.

This is due to the fact that every customer has a different taste and behavior in relation to different
services and products. Furthermore, the interactive nature of client-firm interaction provides a possible
feedback loop that aids firms to have an evaluation of firm’s service. This helps organizations to improve
their service through continuous learning since innovation and for that matter service innovation is
learning processes which need to be upgraded continuously to meet the specific and changing demands of
customers within different aspects of the market segments. When services are provided to satisfy different
customers, the organization thus retains and increases its market shares, while increasing revenue and
growth.

This process furthermore enables firms to enrich their business innovation process that is a firm is able
to improve continuously on its value creation process. Since customers patronize services that provides
high value and utility. In order to understand what customer perceive as value can be determined through
the reaction of the market or customers to a specific service, it can be a service from a rival firm or not.
With the idea of customer reactions firms develop or innovate to meet their standards and value. If this is
not adhered to it will lead to reduction in both sales and profits of firm. A value creation firm is a
customer-retaining firm.

EXPECTED SERVICE
QUALITY INNOVATION
CUSTOMER
FIRM (VALUE CUSTOMER
p CREATION
4 PROCESS)
SATISFACTION
EXPECTED
VALUE TQM

Figure 1. CSA model.

Conclusion

In recent times firms have being face with the challenge of an ever changing demand of customers due
to change in technology, taste and consumer behavior. This has prompted firms to innovate in order to
provide innovative-value added service to its clients so as to retain a large market share. Since satisfied
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customer turns to sticks to the firms with the firm that provides the kind of service that satisfy their
individual needs.

This study proposed a conceptual framework upon which firms and organizations can attain customer
satisfaction. This Customer-logic dominated model of service innovation proposed in this study is aim to
aid firm achieve continuous learning and innovation through the frequent interaction between firms and
potential customers.

Furthermore, service innovation within this context should be toppled with TQM systems and
techniques in order to provide services that are of value and expected quality and standards. This will
contribute to customer’s satisfaction and improves organizations performance.
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