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ABSTRACT

Service quality is commonly though to comprise five generic dimensions - responsiveness,
assurance, tangibles, empathy and reliability. These dimensions form the basis for service
measurement tools such as SERVQUAL. Research in this area, using tools such as
SERVQUAL has predominantly focused on customer perceptions of quality. However,
another approach used by many organisations is to send trained raters into the service
environment, posing as customers to evaluate service levels. This approach is often called
"mystery shopping" and is very commonly used in both private and public sector
organisations. This study examines whether the accepted service quality dimensions derived
from customer perceptions studies are reflected in service quality evaluations using mystery
shopping. It finds that the dimensions that emerge from mystery shopping data resemble
SERVQUAL dimensions. Furthermore, a replication found that those dimensions are
reasonably stable over time. The findings suggest that data from mystery shopping surveys

can exhibit convergent validity.



INTRODUCTION

Customer service is an important issue for all types of organisations. For business
organisations in a competitive environment, it is obviously necessary to pay attention to the
level of service provided. Customers are free to choose alternatives, and so if they perceive

that they will get better service at a competitor, they can transfer some of their custom.

Customer service is also increasingly important for public sector organisations. We see that
governments more willing to deregulate markets, and so allow privately owned companies to
compete against former government monopolies. Service levels become vital to the former
monopoly to retain its customers. Even where a government organisation does have a
monopoly granted by the government, it may be held accountable to specified customer
service levels. Alternatively, key performance indicators for public organisations may be
published and available to customers or other stakeholders to scrutinise (e.g. the study of
PennDOT is a case in point, see Poister & Harris, 2000). So there are few organisations that

can not consider the issue of how well they are providing service to their customers.

Service quality and customer satisfaction are also very significant research streams in the
academic literature. Many research studies have been conducted to identify supposedly
generic aspects or components of service quality (e.g. Parasuraman, Zeithaml, & Berry, 1988;
1985) and the links between service quality, satisfaction, and customer buying behaviour or
its proxies (for a recent review see Zeithaml, 2000). Much effort has been expended to
develop questionnaire instruments in order to measure service quality levels as perceived by

customers.



For managers, the advances in service quality research have been useful. Managers can use
service quality measures to benchmark and track customer service, and obtain reports that
identify stronger or weaker points in terms of service delivery. For example, a manager
might find that the organisation is strong on responsiveness but weaker in terms of empathy.
For all this usefulness, it should be said that there are some limitations to the use of customer
perceptions of service quality. Firstly, surveys of customers rely on the respondent's memory
of previous service encounters. The customer may have a less than perfect recollection of
recent encounters, and so the data may be biased. Second, customer perceptions are by
definition subjective. If we imagine two customers experiencing the same level of service,
one might be pleased and the other displeased. It can be argued that what matters in the end
is what the customer thinks - but the example highlights that there may also be value in
obtaining more impartial evaluations of the service that is offered. Third, customers may not
think to a great degree about the service they received. Therefore their ability supply

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

These limitations suggest that other methods of ascertaining the adequacy of customer
service levels would be desirable. One supplementary method is called "mystery shopping".
Mystery shopping is used for a variety of purposes, including the monitoring of an
organisation’s own customer service, the levels of service offered by competitors, and
evaluating if and how resellers are promoting a supplier’s goods (Wilson, 1998a, 1998Db).
Mystery shopping is widely used both in the private sector, as well as the public sector. Even
institutions such as hospitals use mystery shopping, sending researchers into the facility
posing as a patient requiring treatment (Millstead, 1999). Another example of the ubiquity of
the technique is the use of mystery shopping to determine whether financial institutions

engage in fair lending practices (Anonymous, 2000).



The focus of research in this paper is on the monitoring of the organisation’s own service
quality. In that context, monitoring involves sending trained shoppers into the service
environment posing as customers, who immediately following the service encounter, rate
various service aspects according to internally specified criteria. This process should ideally
result in an “impartial” evaluation of a specific service encounter, although whether the
process is reliable and valid are questions that have received little attention in the literature to
date (see Dawes & Sharp, 2000).

As with the use of customer perceptions of service quality, there are also some fundamental
issues to consider for users of mystery shopping. Firstly, those who use or commission
mystery shopping would presumably like it to measure variables that are important to
customers. It would be all too easy to measure things that the organisation feels are
important, but which customers are relatively indifferent to. Therefore, there is a good
rationale for basing mystery shopping questionnaires or checklists as much as possible on the
"SERVQUAL / SERVPERF" dimensions - tangibles, responsiveness, empathy, assurance

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

Another issue relating to measurement is the composition of the questionnaire items. A basic
tenet of measurement is that any measure is subject to some degree of error (Peter, 1979).
Therefore, it is generally accepted that multiple measure of a construct are desirable so as to
minimise the effect of error from any one measure (Churchill, 1979). To this end, multiple-
item scales are commonly used, for example four questions are used to measure the latent
construct of fangibles in the SERVQUAL scale (Parasuraman, Zeithaml, & Berry, 1988).
Mystery shopping questionnaires or checklists, if they are to gauge the extent of latent

constructs such as responsiveness, should probably also use multiple measures.



There is also a fundamental difference between the conceptualisation of service quality in
terms of customer perceptions, and the process by which service quality is measured using
mystery shopping. Service quality is conceptualised as an attitude formed from repeated
service encounters, and so according to the literature, it is not the same as an impression of
one encounter. Mystery shopping, on the other hand, endeavours to obtain an evaluation of a
single service encounter, ideally as unaffected as possible by previous encounters. Since
mystery shopping focuses on one encounter, it is plainly not the same as service quality as an
attitude developed over time. However, if a mystery shopping survey is undertaken using the
same sort of measurement instruments as are used to tap customer perceptions of service
quality, will the same underlying dimensions that comprise customer perceived service
quality emerge ? This becomes a question of convergent validity. Convergent validity is a
desirable psychometric property of measurement instruments such as questionnaires, which
refers to the extent that items designed to tap a particular construct actually "load together" or

converge on that construct:

‘If a construct were hypothesised to have 3 dimensions, a factor
analysis of a purported measure which produces 3 meaningful factors
could be interpreted as supportive evidence for convergent validity’

(Peter, 1979)

If an analysis found that the same service quality dimensions do emerge, this research would
produce positive evidence for the convergent validity of the mystery shopping process. If not,
it would suggest that the elements of service quality that tend to closely co-vary according to
customer perceptions do not do so, when mystery shopping is used. This may have important

implications for the commercial use of mystery shopping, and also the interpretation of



surveys based on customer perceptions of service quality. For instance, if previous research
has shown that particular questionnaire items form a common factor when administered to
customers but do not when used by mystery shoppers, this might suggest that the results from
customer surveys are affected by halo bias. That is, respondent's scores for a particular
question might be distorted by impressions about other aspects of the object or person (see
Fisicaro & Vance, 1994). If mystery shopping data forms a factor structure that is quite
different to what would be expected from previous research using the SERVQUAL or
SERVPEREF instruments, the convergent validity of the mystery shopping process might be
questioned. In either case, the results from this research are likely to be of interest to
academic researchers, market research practitioners, and those who commission or are

interested in monitoring their customer service levels.

The next section briefly describes the development of constructs and measures of service
quality as perceived by customers. The constructs used in that literature forms a basis for

testing the convergent validity of mystery shopping.

SERVICE QUALITY

The development and accompanying debate surrounding the SERVQUAL and SERVPERF

measures is well documented and so will only be briefly recounted here.

In the early 1980's Parasuraman, Zeithaml & Berry conducted an extensive program of
qualitative research with businesspeople and consumers to explore the concept of service
quality (Parasuraman, Zeithaml, & Berry, 1985). They concluded that service quality as
perceived by customers depends on the gap between their expectations and the level of
service that was provided. They also identified ten components of service quality, including

constructs such as competence, courtesy, credibility, and security. This list was later reduced



to five constructs - tangibles, responsiveness, empathy, assurance and reliability
(Parasuraman, Zeithaml, & Berry, 1988), forming the basis of a scale called SERVQUAL.
The structure of the constructs, the notion of a gap, and the linkage between service quality
and satisfaction has been vigorously debated in the literature since that time (e.g.
Asubonteng, McCleary, & Swan, 1996; Chong, Kennedy, Riquier, & Rungie, 1997; Cronin
& Taylor, 1992; Dabholkar, Thorpe, & Rentz, 1996). There has been a fairly convincing
argument to suggest that customer perceived service quality is based simply on
"performance" rather than a gap between performance and expectations, with the
performance-only scale termed SERVPERF (Cronin & Taylor, 1992, 1994). However, there
is at least some degree of agreement about the five generic factors that comprise service
quality, although it is acknowledged that the precise composition on an instrument may

depend on the industry under study.

RESEARCH OBJECTIVES AND METHODOLOGY

As stated earlier, the broad purpose of this paper is to test the convergent validity of data
gathered from the mystery shopping process. The method to be used is exploratory factor
analysis. More specifically, the purpose is to assess whether the service quality dimensions
that emerge from factor analysis on mystery shopping data based on the SERVPERF
instrument, are the same as those in the customer perceptions literature. This research
therefore acts as a validity and reliability check on the SERVPEREF instrument as used in
mystery shopping. Furthermore, the research sought to test the generalisability of the results

by using two separate sets of data.

Questionnaire

As with many other replications adopting the SERVQUAL instrument, the attributes were

slightly modified to fit the industry tested. The industry was retailing, and the organisation in



question was a "GOE" or Government Owned Enterprise, which nevertheless competes with
private sector organisations for many aspects of its product and service mix. Due to the
nature of the mystery shopping program and the particular type of organisation evaluated,
some items that appear in the SERVQUAL scale were not included. The items that were not
used pertain to reliability, which was not assessable in this study. Measurement of reliability
requires the shopper to determine how the organisation performs relative to what it promises
or undertakes to do (Parasuraman, Zeithaml, & Berry, 1988). This was not possible from a
single service encounter. Therefore we would expect to find four of the five SERVPERF /

SERVQUAL dimensions: assurance, tangibles, empathy, and responsiveness.

Data collection

Data was obtained from a commercially funded market research project. It comprised ratings
for 85 retail outlets of a national Australian retail organisation. Some of the outlets were
mystery shopped on two occasions (by a different shopper each time). Interviewer Quality
Control Australia (IQCA) trained & accredited interviewers were employed to pose as
customers, and immediately following, rate the aspects of service quality encountered on 11-
point (zero to ten) scales. The interviewers were extensively briefed on the interpretation and
use of the measurement scales. They were also provided with prepared “enquiry scenarios” to
appear as normal customers. Data was collected in 1997, and again in 1998 with a total of

142 observations in each year. The 1998 data used a different team of mystery shoppers.

Data Analysis

Exploratory factor analysis was used to determine the underlying factor structures. The
choice of exploratory over confirmatory factor analysis was made on the basis that there is
less than unanimous agreement as to the precise dimensionality of service quality, and some

inconsistency regarding exactly which question items belong to which service dimension



(e.g. Buttle, 1996). Therefore it would be rather difficult to decide in advance how to

construct a confirmatory factor model.

Exploratory factor analysis also offers the analyst some control over the resultant factor
structure. In this case, it was reasonable to assume that a four-factor solution would fit the
data (as the variables were adapted from four of the SERQUAL factors). Therefore, the
procedure pre-specified four factors. This was also appropriate on the basis that the sample
size was modest, with 142 observations in each data set. As the data set comprised 18
variables, this suggested that a smaller, rather than a larger number of factors would be

desirable. The technique used was principal-axis with varimax rotation.

RESEARCH FINDINGS

The analysis revealed a four factor solution, but also showed that two variables, pertaining to
wait times, did not have a loading on any factor of higher than 0.23. These two variables
were therefore discarded and the analysis was repeated. Table 1 summarises the loadings on
each factor. Factor loadings of approximately 0.50 and above are circled to facilitate the
reader’s interpretation of the factor structure. The left column indicates which aspect of

service quality the particular item is meant to measure.

The 1997 data shows a four factor solution, but its structure is somewhat different to the
SERVQUAL / SERVPERF composition. Factor 1 in 1997 is comprised of tangibles
variables - the physical outlet, presentation and layout. Factor 2 is also a tangibles factor but
pertains to the appearance of staff and the cleanliness of the outlet. Factor 3 is an assurance
and empathy factor. Assurance refers to employee knowledge and their ability to instill trust
and confidence, while empathy refers to individualised attention. Factor 4 is a

responsiveness factor (willingness to help and offer prompt service).



There is considerable stability in the factor structure when the analyses for 1997 and 1998 are
compared. An exception is the variable for interior was neat and clean, which loaded onto
the staff & cleanliness factor 2, but in 1998 loaded onto factor 1 which is the physical
facilities factor. That aside, the analysis suggests that the underlying dimensions are
relatively robust over time.

The findings give somewhat mixed support for the existence of SERVQUAL-like dimensions
in the measurement of service quality using mystery shopping. In particular, there are two
differences between the service quality dimensions as portrayed in the literature on customer
perceptions, and the results found here. Empathy and assurance form a common factor in this
data, whereas SERVQUAL views them as separate factors. Also there are two tangibles
factors - one to do mainly with the physical facilities, equipment and layout, and one

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

While the factor composition is somewhat different from SERVQUAL, the factor structures
are quite clear, with generally small cross-loadings across factors. This suggests that when a
series of statements is presumed to measure, say tangibles, they do appear to load onto a
common factor that is justifiably thought of as comprising tangibles. Furthermore, they tend
to load to only a small extent with other factors that are presumed to measure other service
quality aspects. Overall, the findings suggest that mystery shopping surveys can exhibit
convergent validity. Furthermore, the resultant common service factors were relatively stable

over two surveys.



Table 1

1997 data 1998 data
Key* Question Factors Factors
2 3 4 2 3 4

T physical facilities .92\ 0.03 0.01 -0.03 0.07 -0.07 0.17
visually appealing

T modern-looking 0.08 -0.05 -0.01 0.01 -0.12 0.20
equipment and
fixtures

T presentation of .24 0.05 -0.14 0.07 -0.10 0.18
merchandise excellen

T store layout made 0.31 0.08 -0.01 0.16 -0.03 0.10
things easy to find

T easy for customers to 0.30 0.10 0.02 0.13 -0.02 -0.03
move around in the
store

T interior was neat and  0.34 0.16 -0.26 0.73 0.12 -0.07 0.27
clean

T employees well 0.31 0.12 -0.16 0.49 0.28 -0.14 4
dressed

T employees neat in 0.26 0.42 -0.14
appearance

E staff were polite 0.10 0.17 0.41

E person who served 0.12 0.03 0.17
gave a pleasant smile

E given a pleasant 0.16 0.05 0.21
parting remark

A asked pertinent 0.07 0.17 -0.05
questions

A additional information -0.10 -0.01 0.16 0.01

A did not know what my 0.15 0.08 -0.04 -0.12
needs were

R Not individual -0.05 -0.20 -0.13 [0.84 -0.11 -0.30 -0.15
attention

R Not personal attention -0.10 -0.14 -0.17 10.96 -0.13 -0.33 -0.06

* Key:

T = Tangibles E = Empathy A = Assurance R = Responsiveness



CONCLUSIONS AND RECOMMENDATIONS

This paper put forward a rationale as to why mystery shopping instruments should be based
on SERVQUAL - SERVPERF dimensions, and also why multiple questions should be used
as indicators for each of the latent service quality constructs. The findings from the analysis
suggests that the factor structure of service quality from mystery shopping has some
resemblance to the SERVQUAL - SERVPERF dimensions, but that (a) empathy and
assurance may form a common factor; and (b) there may be separate tangibles dimensions
split between physical appeal and layout; as well as cleanliness and appearance of the outlet

and staff.

The dimensions also appeared to be quite stable over time. A replication survey carried out
at a later date using identical methodology produced very similar factors. The findings
provide positive evidence for the validity of the mystery shopping process. However, the
dimensions of service quality that are tapped using the mystery shopping process are not
exactly as those that are tapped using customer perceptions. For those using, implementing,
or commissioning mystery shopper surveys, there are several implications. First, one must at
least consider the multi-dimensional nature of service quality, and include items designed to
measure constructs such as tangibles, empathy, assurance, and responsiveness. It should also
be recognised that tangibles appears to comprise the physical appearance of the retail setting
(ie the more 'permanent' aspects) and physical layout; as well as variables measuring
appearance (cleanliness and neatness of the setting and staff). Second, multiple items should
be used to tap these constructs. This study showed that multiple items designed to measure a
latent construct can exhibit convergent validity. Third, waiting times may constitute a
separate service quality factor that is distinct from the accepted construct of "responsiveness".

It may be that consumers perceive a commonality between the components of responsiveness



(ie showing a willingness to serve) whereas mystery shoppers distinguish between them. For
instance, if wait times are somewhat extended but the staff are trying as hard as they can to
cope with the situation, a mystery shopper would presumably rate certain responsiveness
items highly but waiting time items lower. Consumers might not be so adept at making this
distinction, given that they are often interviewed some time after their last service experience

with the organisation under study.

Limitations

This research has only been conducted within one industry and only within Australia. This is
an obvious limitation to the generalisability of the results. There may be particular industry
conditions under which the factor structure does hold, and where it does not. The study
should be replicated in other industries and countries to see if there are any boundary
conditions under which the dimensions do not hold. The sample size was modest, with 142
observations, but was repeated and produced quite similar results. This suggests the sample
size was not a particular issue. Another limitation is that it has been suggested that
SERVQUAL factor structures can be influenced by positive/negative question wording
(Smith, 1995). That could be the case here, where some of the questions were negatively
phrased. Therefore this research could be replicated including all positively phrased items
within the instrument, to test whether this is the case for mystery shopping. Lastly, there
were two questions that measured wait times and these questions did not load onto any of the
four factors. Wait times would be expected to load with the responsiveness factor. Future
research could investigate this further, perhaps with larger sample sizes. This would enable a
factor analysis without a pre-specified number of factors, and perhaps enable an identification
of other factors that within the data. It may be the case that wait times are a separate factor

from other facets of responsiveness.
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APPENDIX 1 QUESTIONNAIRE ITEMS

The physical facilities of this outlet are appealing

This outlet has modern looking equipment and fixtures

The interior of the outlet was neat and clean

The presentation of merchandise was excellent

The employees were well dressed

The employees were neat in appearance

I had to wait a long time to be served (deleted from the analysis)

Staff were too busy to response to customer requests (deleted from the analysis)
Staff were polite

The person who served me gave a pleasant smile

I was given a pleasant parting remark

I did not receive individual attention (reverse coded)

I did not receive personal attention (reverse coded)

The employee who served me asked me questions pertinent to my enquiry
The employee who served me provided me with additional information

The person who served me did not know what my needs were (reverse coded)
The store layout made it easy to find things

The store layout made it easy for customers to move around the store






