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In many business sectors today, focus on quality as a competitive tool is being
replaced by a focus on innovation. Research exploring connections between
quality management, innovation, and company performance suggests that quality is
‘necessary but insufficient’ in business today. In short, managers need to know
how to adapt their quality management practices to achieve innovation
performance in addition to quality performance. West coast US forest products
manufacturers were surveyed about their quality management practices and
performance with respect to both quality and innovation. Results were analysed to
identify two categories of high-performing firms: those achieving primarily quality
outcomes and those achieving both quality and innovation outcomes. Executives
from firms in each category were interviewed to provide detail on management
practices. Results suggest firms must first change how they view innovation; firms
that were primarily focused on quality rather than innovation viewed innovation as
an end rather than the means to some other business goal. The most significant
finding is related to how firms interact with customers — firms focused on
innovation proactively seek to identify and meet customers’ needs whereas
quality-focused firms primarily emphasise reacting to customer complaints.
Findings suggest several areas where managers can focus to improve innovation
performance.

Keywords: innovation; quality management; best management practices

Introduction

In many business sectors today, focus on quality as a competitive strategy is being
replaced by a focus on innovation. This has led some in the quality profession to
pose the question ‘is quality dead?’ (McManus, 1999). While most would agree that
quality will always be critical to competitiveness, innovation is likely to continue to
grow in importance as a key element of competitive strategy. Therefore, a key chal-
lenge confronting organisations is determining how to integrate the two, that is, how
to manage for both quality and innovation performance. This is particularly so in
small to medium-sized organisations that typically lack the staff and/or resources to
devote specific individuals, let alone departments, to innovation management and
quality management.
The American Society for Quality defines quality as:

A subjective term for which each person has his or her own definition. In technical usage,
quality can have two meanings: 1. the characteristics of a product or service that bear on
its ability to satisfy stated or implied needs. 2. a product or service free of deficiencies.
(Anonymous, 2006)
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The rapid development of quality methods in Japan following the war had a dramatic and
positive impact on the quality of Japanese goods. As export of these goods increased,
quality rose in importance as a source of competitive advantage. Garvin (1983) conducted
a groundbreaking study comparing US and Japanese manufacturers of room air condi-
tioners. He reported that *... the poorest Japanese company (with respect to quality) typi-
cally had a failure rate less than half that of the best U.S. manufacturer’. By the 1980s, the
US industry, automakers and electronics firms in particular, was under significant pressure
to improve quality (NBC, 1980). Total Quality Management (TQM) as a management
philosophy spread rapidly around the globe in the 1980s (Goldman, 2005). Flynn, Schroe-
der, and Sakakibara (1994) define TQM as, ‘an integrated approach to achieving and sus-
taining high quality output, focusing on the maintenance and continuous improvement of
processes and defect prevention at all levels and in all functions of the organization, in
order to meet or exceed customer expectations’. This systems view of quality management
is important to state explicitly that one of the evolutionary improvements to TQM has been
to expand the view of the system from encompassing ‘sales to shipping’ (i.e. the internal
view) to include the companys, its suppliers, and its customers (the external view) and even
beyond to communities and the environment (NIST, 2009).

However, we must first ask, is it even feasible to integrate quality and innovation; are
these complementary or competing objectives? The answer to this, at least in part, will
depend on a company’s approach to quality management. That is, quality management
is not a static set of tools and techniques. Quality management has changed as manufac-
turing practices and processes have changed. And even within the set of practices known
as Total Quality Management (TQM), there are widely varying approaches and areas of
emphasis. Therefore, prior to discussing the feasibility of integrating quality and inno-
vation, we first address the varying approaches to TQM.

Varying approaches to TQM
At its core, TQM is based on three fundamental principles:

(a) Focus on customers and stakeholders;

(b) Participation and teamwork by everyone in the organisation; and

(c) A process focus supported by continuous improvement and learning (Evans &
Lindsay, 2002).

While these three principles serve as a simple means to define the guiding principles of
TQM, they lack sufficient detail to define key practices companies use in implementing
TQM. The US Malcolm Baldrige National Quality Award (MBNQA) is often used as
the conceptual framework for defining the key practices in TQM (Ahire, Landeros, &
Golhar, 1995; Black & Porter, 1995). The seven criteria that comprise the MBNQA
include Leadership; Strategic Planning; Customer Focus; Measurement, Analysis, and
Knowledge Management; Workforce Focus; Operations Focus; and Results (NIST, 2009).

Given the broad nature of these principles and practices, the emphasis placed by indi-
vidual firms on each element varies widely. In fact, several TQM researchers have
addressed the concept of dualities within TQM. Lewis, Pun, and Lalla (2006a, 2006b)
explored one such duality — the so-called ‘soft versus hard tools’ or factors of TQM.
The authors defined soft factors as including customer focus and satisfaction, people train-
ing, top management commitment, teamwork, employee involvement, and supplier man-
agement. Hard factors included continuous improvement and innovation, information and
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performance measurement, process management, strategic planning, process control, and
product and service design.

A second type of duality within TQM is the scope of implementation of TQM in a firm.
From the start, the ‘total’ in Total Quality Management indicated the goal of focusing
quality improvement efforts companywide. Regardless, years of quality efforts being
focused solely on the plant floor, combined with challenges in adapting quality methods
to non-manufacturing applications, led to the slow spread of TQM throughout organis-
ations (Evans & Lindsay, 2002). Along these lines, McAdam, Armstrong, and Kelly
(1998) state that the literature on TQM divides TQM into two categories — ‘holistic
TQM’ and ‘continuous improvement TQM’.

The third duality within TQM involves several topics related to internal versus external
focus. At one level, an internal focus emphasises process improvement and an external
focus emphasises customer focus. Moreover, companies may either take a reactive or a
proactive approach to customer needs. Additionally, within the concept of external
focus, there are firms that view their firm’s external environment as a ‘closed system’,
i.e. customers and suppliers with whom they have direct business relationships. Firms
that take more of an ‘open system’ view allow for consideration of a much broader
picture of the company context, e.g. end consumers, communities where products will
be used, and environmental impacts (Fotopoulos & Psomas, 2009; Kekale & Kekale,
1995; McAdam et al., 1998; Sitkin, Sutcliffe, & Schroeder, 1994).

In summary, there are varying approaches to implementing TQM including use of hard
versus soft tools and techniques, scope of implementation, and internal versus external
focus. These dualities may be conceived of as varying levels of emphasis on the three fun-
damental principles of TQM presented above. In the context of quality and innovation, the
question is, are there specific approaches to implementing TQM that lead to quality as well
as innovation performance? Or again, is such a goal even feasible?

Quality and innovation tradeoffs

Innovation is now widely recognised as a key factor to long-term competitiveness
(Cooper, 1996). Innovation is often focused on attracting new customers; innovative
firms acknowledge the risk of paying too much attention to satisfying existing customers
at the expense of neglecting to stay attuned to the changing business environment. Some
say that a quality-oriented culture in a firm may be counter-productive to fostering a
culture focused on innovation (Cole & Matsumiya, 2007, 2008; Prajogo & Sohal, 2001;
Sitkin et al., 1994).

Quality and innovation have traditionally been seen as competing rather than comp-
lementary goals with various tradeoffs implied to achieve one goal versus the other
(Kanji, 1996; Samaha, 1996). As McAdam et al. (1998) stated, ‘Quality is doing things
better; innovation is doing things differently’. For example, some have argued that
quality management focuses on incremental improvement and satisfying existing custo-
mers whereas innovation management emphasises breakthrough improvements in pro-
ducts and processes and focusing on acquiring new customers (Sethi & Sethi, 2009;
Sitkin et al., 1994).

In recent years, several researchers have explored the relationships between quality
management, innovation, and company performance (Bossink, 2002; Hoang, Igel, &
Laosirihongthong, 2006; Liao, Chang, & Wu, 2010; Martinez-Costa & Martinez-
Lorente, 2008; Prajogo & Sohal, 2003, 2004, 2006a, 2006b; Singh & Smith, 2004).
In general, the research has shown positive correlations such as a supporting role for
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quality in the management of innovation, suggestions that TQM lays the foundation for
innovation, and straightforward assessments that TQM significantly and positively
impacts quality and innovation performance. Results are often framed in terms of
the dualities presented above — potential impact of the use of hard versus soft tools
of quality management, scope of implementation, and internal versus external focus.
To date, research addressing the importance of the contingency approach to imple-
menting TQM has emphasised relationships with quality performance rather than inno-
vation performance (Demirbag, Tatoglu, Tekinkus, & Zaim, 2006; Feng, Prajogo, Tan,
& Sohal, 2006; Forker, Mendez, & Hershauer, 1997; Forker, Vickery, & Droge, 1996;
Hendricks & Singhal, 1997, 2001; Kaynak, 2006; Prajogo, 2005; Prajogo & Brown,
2006; Samson & Terziovski, 1999; Shrivastava, Mohanty, & Lakhe, 2006). Lewis
et al. (2006a, 2006b) examined the use of ‘hard’ (analytical) factors as opposed to
‘soft’ (human-centred) factors. Their research concluded that a holistic approach was
best to ensure proper TQM implementation.

From the standpoint of evaluating the extent of implementation of TQM in firms, key
limitations in the existing research have been the inability to capture the key contextual
differences for firms combined with the difficulty in addressing the multitude of perform-
ance outputs desired from a quality management system. To address the first issue, there
is growing recognition that there is no single approach to TQM that can accommodate
the vast differences in context and strategy that exist from firm to firm (Ahire, Golhar,
& Waller, 1996; Benson, Saraph, & Schroeder, 1991). For researchers interested in
exploring the impact of quality on organisational performance, there are numerous poten-
tial dimensions that could be explored with respect to organisational performance. In
today’s business environment, many have argued that innovation must be added to the
growing list of essential organisational performance metrics (Hovgaard & Hansen,
2004).

However, a key gap in the research conducted to date is lack of detail in how
specific quality management principles and practices are related to quality and inno-
vation performance. That is, many researchers have explored relationships between
quality and innovation; however, there has been little work to identify specifically
how companies might adapt their quality management practices to achieve innovation
performance in addition to quality performance. In particular, and based on the
review of the literature, the following propositions are made related to the TQM duali-
ties presented previously:

(1) Firms that use a mixture of hard and soft tools will outperform (with respect to
quality and innovation performance) firms that use primarily hard tools.

(2) Firms that have implemented TQM companywide will outperform firms that have
implemented TQM more narrowly (i.e. holistic versus continuous improvement
TQM)

(3) Firms for which the focus is both internal and external will outperform firms with
primarily an internal focus.

Materials and methods

A two-phase research project was conducted. The goal of Phase 1 was to identify firms in
two broad categories — (a) firms that are effectively achieving quality but not innovation
outputs and (b) firms that are effectively achieving both quality and innovation outputs.
The goal of Phase 2 was to conduct case studies with several firms in each category
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and analyse the results to identify similarities and differences in quality management prac-
tices. The overall goal was to identify specific practices used by companies successfully
achieving both quality and innovation performance. Details for each phase are described
below.

Phase 1: Identification of case firms

Forest products manufacturers were surveyed about their quality management practices as
well as their performance with respect to quality and innovation. A questionnaire devel-
oped and used previously by Prajogo and Sohal (2006a) was used. Leavengood and Ander-
son (2011) detail how DEA was utilised to analyse the survey data and come up with the
company clusters. ‘Quality-oriented” and ‘balanced’ clusters were identified by examining
the average quality and innovation performance responses in the questionnaire for the effi-
cient firms. ‘Balanced’ firms were determined to be those with an average of five on a five-
point scale for quality performance and four or higher on innovation overall. ‘Quality-
oriented firms’ were determined to be those firms with an average questionnaire response
of five for quality performance and 2.5 or lower for innovation.

Phase 2: Case studies

Firms in each category were contacted and asked to participate in the research. Data for the
case studies included the firms’ survey responses, in-person interviews with a senior
manager in each firm, and information from company websites and other third-party infor-
mation about firms available on the Internet.

Interview questions were developed to explore in greater depth each of the input and
output areas from the questionnaire (e.g. questions on specific practices related to
employee training, etc.) as well as to ensure each firm was categorised accurately. For
example, managers were asked about specific examples of product and process inno-
vations; if properly categorised, ‘balanced’ firms would be able to provide such examples
whereas ‘quality-oriented’ firms would not.

Interview questions were pilot tested with five industry experts to ensure clarity; ques-
tions were revised based on feedback received. In-person interviews were then conducted
at each firm, which lasted between 90 and 120 min. Each interview was audio recorded and
transcribed verbatim. All data (interview transcripts and web-based information) were
then input into qualitative research software and coded to assign responses into categories
related to each of the broader propositions presented above (e.g. statements related to use
of hard versus soft tools, external versus internal focus, etc.) as well as for specific prac-
tices within each input area (e.g. responses related to employee empowerment, measure-
ment of customer satisfaction, etc.). While the process was iterative rather than linear, in
general, data were first analysed within-case and then cross-case as described below.

Within-case analysis

Transcripts and other data from each case firm were read through line by line four times —
the first time as they were being transcribed and then three additional times during coding.
For the interview transcripts, responses to questions were coded by the theme of the ques-
tion; for the management practices, the themes included People Management (communi-
cation, employee empowerment, employee satisfaction, training in general, and cross-
training), Customer Focus (coded as such), and Information and Analysis (performance
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measures and benchmarking). Themes related to Process Management were primarily an
indication of the extent of usage of the ‘hard’” quality tools and thus addressed Proposition
1 described above.

For the additional (web-based) information, transcribed information was reviewed for
themes. For the most part, the web-based information was coded with regard to the output
measures of quality and innovation performance given that this is what companies and
third parties tend to discuss in their publicly available communications.

In addition to coding for the input measures (management practices), within-case
analysis also involved coding for the output measures — Quality, Product Innovation
(including the approach to new product development), Process Innovation, and Business
Systems Innovation. The coding of these output measures also served to validate the cat-
egorisation of the case firms as discussed above.

With regard to the three propositions described in the introduction, coding was con-
ducted with a specific intent to address these propositions. For example, for Proposition
1 (‘hard versus soft’ factors of TQM), only in a few instances were there essentially
‘yes/no’ responses that would enable coding on the hard versus soft factors. For
example, one interview question asked which of a list of tools (all of which were ‘hard’
factors) a company used. A ‘yes’ answer to this question, combined with details on
where and how a tool or tools were used, served as one piece of evidence of a firm’s
emphasis on hard tools. By contrast, most other instances of hard versus soft factor
emphasis were implicit in a response to a question such as, ‘How do you obtain input/feed-
back from customers?’ A detailed response to this question would serve as evidence of a
firm’s emphasis on this specific soft factor. By contrast, inability to provide details served
as evidence of lack of emphasis on this factor. In particular, interview questions related to
People Management, Customer Focus, Process Management, and Information and Analy-
sis were identified as being the primary sources for evidence (or lack of) of soft or hard
factor emphasis. At the same time, all questions had the potential to serve as evidence
for this proposition depending on the comments of the interviewee. A similar approach
was followed for the other two propositions.

Cross-case analysis

Following coding within cases, all the survey responses for each case firm were examined
again to identify key areas of similarities and differences between case firms. Interview
responses were then examined for each coding theme (e.g. ‘benchmarking’, ‘employee
empowerment’, etc.) to explore similarities and differences between case firms. For
example, the qualitative research software allows for combining all the quotes related
to any individual theme such as ‘customer focus’. These documents were reviewed and
notes made related to similarities and differences. It was during this process that the
main differences in practices between balanced and quality-oriented firms began to
emerge. As stated by Eisenhardt (1989), the key feature for this stage of the analysis is
the ‘chain of evidence’. For this research, the first ‘link in the chain’ is the company’s
response to the survey. For example, a company might have rated their practices related
to ‘employee empowerment’ very high. This is evidence of commitment to this practice;
however, additional evidence, and detail, is needed to validate this questionnaire response.
The next, and most compelling, ‘links in the chain’ on this theme are direct quotes from
interviewees related to the topic. Other links in the chain included data from other sources
such as websites that are related to the theme. To the extent that multiple sources agree,
there is a ‘chain of evidence’ supporting the use of the practice.
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Results

The final sample frame (excluding firms that were no longer in business, bad addresses,
etc.) included 2654 companies. A total of 215 firms responded (137 to the first mailing
and 78 to the second) for a response rate of approximately 8%. The majority of the ques-
tionnaires were returned via a self-addressed stamped envelope — only 10 firms responded
using the web-based version of the survey and four by fax.

Results of the #-test for non-response bias support the absence of a response bias (p > 0.05)
for 44 of the 45 mail survey questions. The one exception was the question related to ‘ability to
obtain new sources of supply’. For this question, the #-test comparing responses of the first 30
respondents with the last 30 respondents suggests that non-respondents may be less able to
obtain new sources of supply (95% confidence interval for difference in means [0.12—
1.10]). Such a bias is not thought to significantly impact the results of the research in that
both quality-oriented and balanced firms reported success in this area.

Data envelopment analysis resulted in identification of 26 ‘efficient’ firms. Cluster
analysis on the output responses of the efficient firms revealed three candidates for
‘balanced’ firms — these firms had average quality scores of 5 (on a five-point scale) and
the highest average innovation scores (all above 4) of all the efficient firms. The cluster
analysis also suggested two candidate ‘quality-oriented’ firms. These firms also had
average quality scores of 5; however, the firms’ average innovation scores were below 2.2.

Each of these five firms (three balanced and two quality-oriented) was contacted to
solicit their participation in an in-person interview. Two of the three balanced firms
agreed to an interview as did both of the quality-oriented firms. Hence, case studies
were conducted at four firms: two balanced and two quality-oriented. Characteristics of
the case firms are shown in Table 1.

As can be seen from the table, the case firms were small companies — all four firms had 75
or fewer employees. Further, there was one relatively small company (10— 15 employees) and
one slightly larger company (50—75 employees) in each category. Thus, the potential for bias
between balanced and quality-oriented firms based on company size is not as likely as it would
be if there were, for example, large companies in one category and small companies in the
other. Further, the fact that all four case firms had fewer than 75 employees appears to corre-
spond with the target population well. That is, given that the vast majority of the firms in this
industry sector are small companies (over 85% of the firms surveyed had fewer than 100
employees), the fact that the case firms are also small companies is desirable from the stand-
point of generalisability of research findings to this industry sector.

From the standpoint of industry sectors, three of the five industry sectors are rep-
resented by the case firms — primary (lumber and remanufacturing), secondary (cabinets),
and structures (trusses). The fact that none of the case firms represent composite products
and equipment may limit the generalisability of the findings.

Interview responses confirmed the categorisation of the firms, i.e. all firms provided
evidence of their commitment to quality but only the balanced firms provided evidence

Table 1. Characteristics of case firms.

Balanced Quality-oriented
Years with the company 4,5 years 21, 25 years
Employees 10-15, ~75 10-15, ~50

Industry sector Cabinets, lumber Trusses, remanufacturing
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of innovation performance. Specifically, with respect to quality, one balanced firm said, ‘if
anybody was eyeing quality and not just low-bid, I think we were by far the best value’.
And one of the quality-oriented managers repeatedly stated his company emphasises ‘do it
right the first time’ (a well-known mantra in quality management). By contrast, with
respect to innovation, the balanced firms made statements such as ‘the core of our business
is our technology’. Further, the balanced firms were able to describe in detail new products
they had developed as well as process innovations such as the development of new
machinery in-house as well as software for process automation. However, the quality-
oriented firms expressed scepticism about innovation as evidenced by statements such
as ‘technology is wonderful ... when it’s proven’. In addition, neither quality-
oriented firm was able to describe new products or processes they had developed.

In fact, there were apparent fundamental differences in how balanced and quality-
oriented firms viewed innovation in general. Balanced firms discussed their efforts to
develop new products as a means to improve product quality. For example, the cabinet
manufacturer talked about new product development in the context of developing counter-
tops that were more water resistant. Similarly, balanced firms discussed process innovation
as a means to be able to produce more consistent products (one form of quality). By con-
trast, quality-oriented firms viewed innovation primarily as ‘technology’, i.e. the end,
rather than a means to some broader goal. As evidence of that fact, interviewees in
quality-oriented firms made statements such as ‘we focus on people over technology’
and again, ‘technology is wonderful ... when it’s proven’.

With respect to the three propositions presented above:

(1) Tools (hard versus soft): Results for this proposition were inconclusive. Support
for this proposition would have included evidence that balanced firms emphasised
use of both hard and soft tools while quality-oriented firms emphasised only hard
tools. However, only one firm (a balanced firm) mentioned the use of hard tools.
There was some evidence that balanced firms may place more emphasis on soft
tools — People Management and Customer Focus in particular, as discussed below.

(2) Scope (companywide versus narrow): There is some support for this proposition.
Firms that focused on all three of the key TQM principles (People Management,
Customer Focus, and Process Management) were deemed to have a wide scope
whereas firms that demonstrated minimal emphasis on at least one of the areas
were deemed to have a narrow scope. In this case, there was evidence that balanced
firms placed more emphasis on Customer Focus. However, contrary to expec-
tations, quality-oriented firms were somewhat moderate on Process Management.

(3) Focus (internal versus external): There is some support for this proposition. Firms
with an internal focus were those that primarily emphasised Process Management
and Information & Analysis and that took a reactive approach to Customer Focus.
By contrast, firms with an external focus were those that saw the context of their
firm more broadly (beyond the immediate customer) and those that took a proac-
tive approach to Customer Focus. While balanced firms were more proactive with
respect to Customer Focus, all of the firms provided evidence that they see the
context of their firm broadly.

In general, many of the management practices were similar in balanced versus quality-
oriented firms. However, there were a few areas where there were noticeable differences;
these areas included Strategic Planning, Information and Analysis (benchmarking in par-
ticular), and as discussed above, Customer Focus. Examples of statements made by inter-
viewees that demonstrate the differences between firms are shown in Table 2.
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Table 2. Key differences between balanced and quality-oriented firms.

Balanced

Quality-oriented

Strategic Planning

Information and
Analysis
(benchmarking)

Customer Focus

‘we focus on facility development,

what services and products to
provide, market development,
developing strategic partnerships
with clients, ... financial
planning, business control
procedures’.

‘We try and benchmark our uptime

for a ... complex industrial
process. We compare very well.
We’re running around 98.5% of
total available time in a day ... So
we’ve got a really really good
technology and we find ways to
keep it running continually’.

‘if we saw sticks in the air [a new

home being built] ... we could
stop by, measure it up ... and as
long as we’d get their contact

‘Well, to try and survive we just cut
costs everywhere we can’.

‘I don’t care what my competitors
do. I don’t look at them. I don’t
think about them. Fifteen years
ago I did. And that was a
mistake. I think that you do what
you do and you run hard’

[in response to question about
measuring customer
satisfaction]. “Word gets back
quickly’.

information then we could do the
bid. And we’d do a set of

drawings’.

‘our main customers, we try to get  ‘It’s real simple — if they keep
them out here once a year and let buying from you, they’re
them tour the facility’. satisfied’.

Perhaps the area of greatest differences between the two categories of firms was
in practices related to Customer Focus. Interview data and website information
enable identification of additional detail on specific practices in this area. These
can be summarised as focusing on customer convenience/service and customer
success.

With respect to customer convenience, both balanced firms had a company website
whereas neither quality-oriented firm had a website. While this fact alone may say little
about the firms, it is their apparent views of the purpose or function of a website that
help shed light on their differences. Both quality-oriented firms stated that they did not
have a website since they did not have the capacity to take on new business (at least
prior to the current recession). For example, during the interviews, one of the quality-
oriented firms stated:

We’ve always been local and had all the work we could handle with local. So why would we
want a website?

Quality-oriented case firm 1

Hence, the quality-oriented firms appeared to view the purpose of a website as primarily
focused on attracting new customers. Of course, the two balanced firms also viewed their
websites as a tool for attracting new customers. However, this was not the sole purpose for
their website. Balanced firms’ websites also served as a place for existing customers to be
able to download documents such as architectural drawings, see videos of the firm’s pro-
cesses, enable contact with company personnel (outside normal business hours), etc.
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While neither balanced firm provided for ‘e-commerce’ (i.e. allowing customers to order
products on their websites), they both talked about adding such capability. In short, in
addition to serving as a tool to acquire new business, the balanced firms also used their
websites as a proactive means to allow their customers 24-7" access. For example,
one balanced case firm stated:

It [the website] is a really useful tool for us - after you have a conversation on the phone, have
a look at our website. And we really spend a lot of time making sure our website is updated,
it’s full, it’s complete, so they can learn about any product and any process in the company. So
we do... we use it a lot.

Balanced case firm 1

Also within the area of ‘customer convenience’ is the practice of developing standardised
product lines. Both balanced firms talked about developing standard product lines. Of
course, such standardisation is commonplace in that it can lead to streamlined production
and lower costs; and viewed from the company’s point of view, it is difficult to make a case
that such practices are a service to the customer. However, both balanced firms discussed
these practices in the context of how such standardisation makes it easier for their custo-
mers to specify and order products:

...we also have some equipment that makes [product lines] and we’ve got a group of cus-
tomers that rely on us for those and it’s working with them getting a standardized list... a
list of standard products that we sell and a standard cost so they don’t have to keep coming
back to us for quotes. They just have a price list and then also communicating that, just
because we’ve got the standard list, we can do anything in that realm. So, it’s certainly cus-
tomer-driven.

Balanced case firm 1

On initial bids, [company] will provide customers with four different price-level bids in
three different wood species. These packages (our Bronze, Silver, Gold, and Platinum
Packages) bundle materials and options in various price-points, better showing relative
pricing of popular alternatives.

Balanced case firm 2 (from company website)

Also within the area of ‘proactive customer focus’ is the balanced firms’ focus on their
customers’ success, in addition to their own success. Balanced firms discussed developing
new products with the explicit goal of helping their customers to increase profits, gain
market share, solve challenges, etc. And in addition to these emphases for new product
development, balanced firms emphasised customer service with a focus on helping their
customers be successful. Examples of quotes to support this idea of ‘focusing on customer
success’ include:

we solicited a lot of opinion from our [customers] — will you be able to sell more
wood? It’s one thing to say this is a great feature and our customers are going to
love it. But if there wasn’t a strong link to being able to sell more wood, then we’ve
just added costs...

Balanced case firm 1
we spent a lot of time going through the communication and understanding what our
customers were saying, that did it... were these changes going to actually allow them

to compete better and gain more market share?

Balanced case firm 1



Downloaded by [TEI of Crete] at 00:41 23 April 2015

1136 S. Leavengood et al.

we gave them [dentists — a new customer segment] a presentation earlier on the solid
surface counter because it’s nonporous, it won’t support bacterial growth.

Balanced case firm 2 — discussion of product innovation to help reduce a costly custo-
mer challenge

when we deliver cabinets, we deliver a counter right there. The contractor doesn’t have
the lead time, he’s not wasting 2 to 3 weeks or, when we’re busy, 4 weeks.

Balanced case firm 2 — helping customers shorten lead times

Conclusions

The results of the three propositions, key differences highlighted above from the interviews,
as well as data from the balanced firms’ websites can be summarised broadly as follows:

e Balanced firms were more proactive, forward-thinking, and amenable to taking risk.
This was particularly the case with Customer Focus where balanced firms made sig-
nificant efforts, and took a fair amount of risk, to obtain new customers.

e Quality-oriented firms were generally reactive, focused on meeting present needs, and
risk-averse. While it was clear that these companies also focused on their customers,
the primary focus was on existing customers rather than in pursuing new customers.

One unanticipated finding of this research was that the quality-oriented firms had not in
fact, ‘missed the boat’ with regard to innovation, but rather deliberately chose not to
pursue innovation. In fact, the quality-oriented firms discussed their success in the
present recession as being due in large part to not having incurred debt due to investing
in ‘technology’. By contrast, the balanced firms discussed such labour-saving and
quality-focused innovations as being a key success factor for their firms. Hence, a prere-
quisite for the following recommendations is that firms include innovation as part of their
competitive strategy.

Findings from this research suggest that managers desiring to adapt their current
quality management practices to achieve both quality and innovation performance should:

¢ Change how the firm views innovation — from seeing innovation as simply ‘technol-
ogy’ to seeing innovation as a means to achieve quality and profitability
e Work to alter the company culture such that it is more amenable to risk, forward-
thinking, and proactive. For example:
O Engage in strategic planning that goes beyond cost-cutting; seek to identify longer
term trends that may impact the firm and how the company might respond
O Benchmark competitors — much can be learned about best practices from firms
within and beyond a firm’s industry sector
O Proactively focus on customers — this is perhaps the most significant difference
between the balanced and quality-oriented firms. Managers should work to
ensure their company takes the initiative to identify, communicate, and respond
to the needs of current as well as potential customers. Some specific actions
firms can take here include creating websites with a focus not only on acquiring
new customers but also as a service to existing customers. The website should
enable customers to contact company personnel, and download documents such
as product drawings and specifications and price lists for standard products. In
short, the website emphasises customer convenience — making it easy for custo-
mers to do business with the firm, obtain information when it is needed, etc. Firms
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may also consider standardising their product lines to make it easier for their cus-
tomers to place orders on-line. In the area of new product development, firms that
sell business-to-business may also develop new products with a focus on ensuring
their customers’ success. For example, firms interviewed in this research asked if
their new product features would help their customers sell more products, gain
market share, or solve common (and costly) problems. Lastly, services to
customers such as delivering a complete product package (e.g. a cabinet manufac-
turer delivering a countertop at the same time as the cabinets) may help reduce
customers’ lead time.

Limitations

There are three primary limitations for this research with respect to generalisability of the
findings. First, as with much research in recent years involving surveys, low response rate
is a limitation for the research reported here. Efforts to increase response rate (e.g. sending
a second mailing to non-respondents and allowing respondents to reply either by self-
addressed stamped envelope, by a web-based form, or by fax) were only moderately
successful. Researchers studying a broad array of sectors have reported on problems
with low response rate with regard to mail surveys (Larson, 2005). Combined with this
fact, the present research was conducted during one of the most severe global economic
recessions in decades, and the industry sector studied here was particularly hard hit.
These facts surely impacted response rate as well. At the same time, response rate is
not as significant a limitation as it would be had the objectives of the research been to
report on trends in the target population. Given that the survey was conducted primarily
to aid in identification of case firms, the potential limitation of a low response rate is
with respect to how well the method used led to identification of quality-oriented and
balanced case firms. Findings suggest that the quality-oriented firms provided strong
evidence of their focus on quality but not innovation and the balanced firms provided
strong evidence of a focus on both quality and innovation. Hence, the low response rate
to the survey was not deemed to be a significant limitation.

Secondly, with respect to generalisability, an additional limitation is the small
number of firms examined in the cases. In this regard, the method used to select
case firms had both strengths and weaknesses. A strength of the approach is that,
rather than using a subjective method to select case firms, the survey enabled an objec-
tive approach to case firm selection and minimised potential for researcher bias in
selecting case firms. At the same time, the case selection method also resulted in the
identification of only two candidate firms in the quality-oriented category and three
in the balanced category. Moreover, for the balanced firms, one of the three firms
scaled back their operation to focus solely on retail during the course of the research.
In short, the method used to select case firms resulted in a pool of only four case firms.
Clearly, a larger number of case firms would be desirable to obtain more depth and
breadth in the findings.

Lastly, the findings here are also limited with respect to the industry sector. The forest
products industry was selected for the research due to the first author’s background and
experience working with this sector. However, the authors acknowledge that the tra-
ditional nature of this industry limits the generalisability of the findings. At the same
time, many of the findings here have been confirmed by researchers exploring other indus-
try sectors. Therefore, as with the limitation on survey response rate, this limitation was
also deemed not to be significant.
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