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Abstract: Service organizations use quality management systems as a part of their overall strategies
to improve business processes and operations management. Nevertheless, how quality management
components lead to improvement and whether task conflicts influence quality management
components have not yet been identified clearly. This paper examines the mechanisms that link
different quality management components to improvement and the role of task conflict in the
mechanisms. Data were collected from 495 employees responsible for quality management in
Macao’s service organizations. Results from structural equation modeling showed that leadership
i.e., the supportive behaviors of top management towards quality management has direct, significant
effects on quality management components such as process approach, engagement of people,
relationship management, and evidence-based decision making while customer focus has the largest
total effect on improvement. On the other hand, task conflict was weakly but significantly related to
relationship management. The study provides a deeper understanding of how quality management
works in service contexts.
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1. Introduction

Throughout history, people have looked for quality products and services to meet their needs.
At the turn of the last century, manufacturers started mass-producing consumer products and inspected
the quality of semi-finished products output by individual processes and the overall quality of
finished products output by factory production lines. Management gurus including W.A. Shewhart,
W.E. Deming, and J.M. Juran introduced statistical methods to monitor and improve production
processes (Woodall 2000). They also emphasized that quality must be built into a system and advocated
the Plan-Do-Check-Act Cycle or a similar continuous improvement cycle. Quality management
has evolved from quality inspection, statistical quality control, quality planning, and total quality
management. It has changed from a basic engineering and statistical concept centered on physical
goods to one that encompasses broad managerial issues and scopes across a wide range of industrial
and service sectors (Kim and Chang 1995; Kim et al. 2001).

The service sector contributes to over 70 percent of gross domestic product (GDP) in most
developed countries and around 50 percent of GDP in many developing countries such as China,
India, and Russia (CIA 2018). It has become the most important sector in the 21st century. Quality
management is now recognized as a way of helping organizations gain competitive advantage and
sustain the growth of world economy (Talib and Rahman 2010). Quality management in service
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organizations has become one of the hottest research topics in recent years (Jaca and Psomas 2015;
José Tari et al. 2013; Lee et al. 2009; Wang et al. 2012). According to the latest statistics from the
International Organization for Standardization (ISO), over 1.05 million organizations have been
certified to the ISO 9001:2008/2015 quality management system (QMS) standard, of which about
35% are service organizations (ISO 2018). Its implementation is known to bring internal and external
benefits to service organizations (Djofack and Camacho 2017). Additionally, ISO 9001:2008 /2015 has
a specific framework that indicates the core components of QMS and how they affect one another.
It clarifies management responsibilities influencing resource management which in turn leads to
product realization and so forth, in order to achieve continual improvement and customer satisfaction.
However, the complexity of services makes it difficult for service organizations to follow the sequential
manner implied by the ISO. Although ISO system practitioners may implement QMS components in
a more pragmatic way in the service context, there is an urgent need to examine, in sufficient detail,
the linkages existing among QMS components, by using employee-level data. Unlike manufacturers,
service organizations operate in a much more dynamic environment because the customers are
from all walks of life. In the hospitality industry, service organizations such as restaurants, hotels,
and casinos tend to adopt flatter organizational structures so that top management can empower
employees to be more responsive to customer needs and influence quality practices more directly
(Lashley 2012). In addition, quality-related employees work personally and closely with suppliers
and customers. Due to these special characteristics, the mechanism by which QMS components work
together to achieve continual improvement can be different from the sequential framework advocated
by the ISO in which organizational leaders manages firm resources, with customer inputs to produce
services, and then monitor the level of customer satisfaction. On the other hand, organizational
work teams consist of members with diverse backgrounds and perspectives. Conflict is unavoidable
when members of the team that may include members of service suppliers make complex decisions.
The ambiguous nature of complex issues induces task-related or person-oriented incompatibilities
among team members (Janssen et al. 1999). Janssen et al. (1999) argued that task conflict could
enhance organizational performance by utilizing diverse inputs from members while personal conflict
adversely influenced organizational performance. Specifically, the study aims to answer the following
two research questions. What are the relationships between different QMS components in service
contexts? Will task conflict affect relationship management? The findings of the study can shed light
on identifying the underlying mechanism of quality management systems and whether task conflict
has an influence on quality management.

The rest of the paper is structured as follows. The next section presents a brief review of quality
management and service quality and presents a set of hypotheses. Section 3 describes the methodology
including the context, data collection, samples, and instruments used, followed by data analyses and
findings. The paper ends with a discussion on managerial implications.

2. Literature Review and Hypotheses Development

Quality management has been a principal focus for academic researchers, industrial practitioners,
and business managers alike since the early 1980s (Grandzol and Gershon 1998). In 1986, the ISO
introduced the ISO 9000 family of standards that presented a generic QMS for any organization, large
or small, in any sector or part of the world. ISO 9001 QMS was revised four times in the past two
decades: once in 1994, once with a major change in 2000, once with a minor revision in 2008, and once
with some changes in 2015. ISO 9001:2000/2008 /2015 QMS emphasizes a process orientation and
adopts the Plan-Do-Check-Act approach for continual improvement. ISO 9001:2000/2008 indicated
that organizations should focus on eight principles, i.e., QMS components, namely (1) customer focus,
(2) leadership, (3) involvement of people, (4) process approach, (5) system approach to management,
(6) continual improvement, (7) factual approach to decision making, and (8) mutually beneficial
supplier relationships (To et al. 2011). Although many service organizations had been certified to ISO
9001 QMS standards in the 1990s and 2000s, most of the studies on ISO 9001 QMS prior to the work of
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Lee et al. (2009) focused on the manufacturing sector and quality management models were generally
investigated through the lens of the manufacturing sector (Lee et al. 2009). Lee and his associates
(Lee et al. 2009; To et al. 2011; Yu et al. 2012) were one of the first adopting ISO 9001 QMS components
to study the implementation and performance of organizations in the service sector. More specifically,
Lee et al. (2009) highlighted that not all organizations were implementing QMS components to the
same degree and organizational performance was strongly associated with the level of adoption of
QMS components. Yu et al. (2012) indicated that one of the QMS components, the system approach
to management, overlapped significantly with other components such as the process approach and
continual improvement. Yu et al. (2012) suggested using seven QMS components rather than eight
QMS components to explore the mechanisms of ISO 9001:2000/2008. The ISO released the 2015
version of ISO 9001 QMS adopting seven components including (1) customer focus, (2) leadership,
(3) engagement of people, (4) process approach, (5) improvement, (6) evidence-based decision making,
and (7) relationship management (ISO 2015).

In service contexts, researchers (Dabholkar et al. 1995; Gronroos 1984; Parasuraman et al. 1985,
1988; To et al. 2013) developed multidimensional models/constructs to assess the quality of services.
Specifically, Parasuraman et al. (1988) developed a 22-item SERVQUAL instrument that has been widely
adopted in a range of service settings such as dental school patient clinics, business school placement
centers, tire stores, acute care hospitals (Carman 1990), pest control, dry cleaning, fast food shops,
banking (Cronin and Taylor 1992; Kumar et al. 2018), and the leasing market (Ramanathan et al. 2018).
Parasuraman et al. (1985) established a service quality gap model that included five gaps. The most
significant gap is customer expectation and perception gap because it affects customer satisfaction and
behavioral responses such as word of mouth communication and loyalty. This specific gap is a function
of the other four gaps that depend on management perceptions on customer expectation, service
specifications defined by management, communications to customers, and actual service delivery
(Parasuraman et al. 1985). According to this gap model, customer focus, and management commitment
to quality service are crucial to achieving excellent services. Management commitment to quality service
includes their commitment to understand customer needs and expectations, their effort in translating
customer needs and expectations to service specifications, and the way they communicate formally and
informally with employees about the service delivery. Research has shown that quality management
system should be a key factor in sustaining service quality (Stamenkov and Dika 2015). However,
quality management system is a complex and dynamic system. It is necessary to reveal how different
QMS components interact with each other, eventually leading to improvement. In ISO 9001 QMS terms,
one needs to cover leadership, process approach, and engagement of people, i.e., employees.

2.1. Theoretical Model of QMS

ISO 9001 QMS uses a process-orientation approach and considers organizational activities as
chains of interlinked processes within a loop. The loop begins with “management responsibility”,
i.e., leadership that places customer requirements as the focal point of the organizational objective
(customer focus). Management responsibility is followed by “resources management” that covers
engagement of people and mutually beneficial supplier relationship (now relationship management).
“Product/service realization” covers process approach and evidence-based decision making and turns
customer requirements and organizational resources to products/services. “Measurement, analysis
and improvement” uses quality assurance tools to analyze customer satisfaction levels. The results
are utilized by management to evaluate staff and internal results leading to “continual improvement”
or “improvement” in 9001:2015 terminology. Yu et al. (2012) articulated several hypotheses based on
the ISO 9001 QMS framework. After analyzing 120 responses from employees working in Macao’s
public organizations, Yu et al. (2012) identified that leadership is an antecedent of mutually beneficial
supplier relationships (now relationship management), involvement of people (now engagement of
people), factual approach to decision making (now evidence-based decision making), and process
approach. Process approach is related to improvement while factual approach to decision making
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(now evidence-based decision making) has an influence on improvement through the use of quality
assurance tools, such as Product Service System (Kim et al. 2015).

In high-contact service environments such as hospitality, banking, and finance, a service is
produced and consumed simultaneously. How a decision is made during the customer-employee
interaction reflects the extent to which customer focus is emphasized. Besides, customer focus leads
to improvement (Prajogo et al. 2008). Following this line of reasoning and taking into account the
flatter structure adopted by service organizations, we suggest that leadership, i.e., the behaviors of top
management affects QMS components as follows:

Hypothesis 1 (H1). Leadership is positively related to (a) relationship management, (b) engagement of people,
(c) process approach, and (d) evidence-based decision making.

The ISO suggests that customer focus is a high level element which affects nearly all QMS
components to help achieve improvement. Nevertheless, frontline service employees work directly
with customers and they together make decisions with customers. An emphasis on customer focus has
a direct motivational effect on frontline service employees to constantly improve their services and
decision making quality (Berry et al. 1994; Hartley 2005). Research has shown that tools such as quality
function deployment and analytic hierarchy process can effectively help convey customer needs for
improvement (Kim et al. 2015). Hence, we posit that:

Hypothesis 2 (H2). Customer focus is positively related to (a) evidence-based decision making and
(b) improvement.

Service organizations’ suppliers are likely to be service providers too such as security guards in
hotels or management information system providers in casinos. Hence, employees of the buyer and
supplier organizations basically work together at the same location. In this situation, employees of the
buyer (i.e., the service organization) watch and experience how the supplier’s employees create and
deliver the service, encouraging them to use evidence-based decision-making. Additionally, a high
level of relationship management could mean a high level of outsourcing, implying that employees
of the service organization could engage in more high-level tasks such as managing and monitoring
service providers’ performance and supporting the concepts of people engagement, similarly to the
buyer-seller relationship in the fashion industry (Kim 2013). Thus, we hypothesize that:

Hypothesis 3 (H3). Relationship management is positively related to (a) engagement of people, and (b)
evidence-based decision making.

In 1S0O9001:2015, process approach means that processes should be managed as a group of
interrelated activities. A successful implementation of process approach is expected to lead to
improvement (Arribas Diaz and Martinez-Mediano 2018). Hence, we posit that:

Hypothesis 4 (H4). Process approach is positively related to improvement.

With the advent of information and communication technologies such customer relationship
management and point-of-sale applications, service organizations can obtain accurate and detailed
information on customers. As a result, more and more service organizations will be able to implement
evidence-based decision making and collect and analyze evidences by using different quality assurance
tools, leading to improvement. Hence, we hypothesize that:

Hypothesis 5 (H5). Evidence-based decision making is positively related to the use of quality assurance tools.

Hypothesis 6 (H6). The use of quality assurance tools is positively related to improvement.
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2.2. Effect of Task Conflict on QMS

In most organizational teams, including quality management teams, team members may not share
the same views due to their diverse backgrounds and perspectives. Hence, team members may have
conflicting views on the adoption and implementation of quality management system. Task conflict
refers to disagreements on the work to be done including the purposes of quality management,
the allocation of resources, and the development and implementation of quality-related practices
including the management of relationships with suppliers and other stakeholders (Curseu 2011;
Janssen et al. 1999). Janis (1982) suggested that task-oriented disagreements prevent groupthink.
Task conflict stimulates the identification, scrutiny, and ultimate integration of different perspectives
needed to produce high-quality organizational practices. Janssen et al. (1999) indicated that task
conflict enhances organizational performance by facilitating the utilization of members’ diverse inputs.
More specifically, Bradford et al. (2004) studied the effects of conflict in retail networks and suggested
that the management of relationships between buyers and sellers played an important role in network
performance. As task conflict encourages a diversity of opinions (Janis 1982; Wu et al. 2013), it is
positively related to relationship management. Hence, we posit that:

Hypothesis 7 (H7). Task conflict has a positive effect on relationship management.

Figure 1 shows the mechanism how leadership and customer focus lead to improvement through
other QMS components. It also demonstrates the effect of task conflict on an organization’s QMS.

Leadership Hl(d)

Process approach

Use of quality Improvement

assurance tools

Engagement of
people

H1(a)

Evidence-based
decision
making

H7

Relationship
management

H2(b)

Customer
focus

Figure 1. Theoretical model of QMS and effect of task conflict on QMS.

3. Methodology

3.1. Context

The research hypotheses were tested by using the data collected from quality management teams
in a range of service organizations in Macao. Macao has a land area of just 30 km? and a population
of 0.64 million. Nevertheless, it welcomes 31.5 million visitors a year and has become the world’s
gaming center in recent years (To et al. 2015). In 2017, the service sector contributed to over 90 percent
of Macao’s GDP, similar to other cities in developed nations. Considering the importance of the service
sector in its economy, the results of this study should be relevant to service organizations in most cities
of the world.
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3.2. Data Collection and Sample

According to the Macao Productivity and Technology Transfer Center (CPTTM 2017), 236 Macao’s
organizations have been certified to ISO 9001 QMS since 1990. Discarding 25 manufacturing and 58
civil-engineering and contracting firms, there are 153 service organizations certified to ISO 9001 QMS.
Additionally, casinos (35 of them), four- and five-star hotels and resorts (45 of them), and banks
and insurance companies (49 of them) in Macao have established industry-specific QMS. Thus,
the total number of target organizations including ISO 9001 certified organizations, major gaming and
hospitality organizations, and financial institutions were 282. The authors contacted management
representatives who are responsible for the implementation of QMS in those organizations. About
a quarter (65) agreed to participate in the study. Ten well-trained interviewers approached
the management representative and their associates working in quality-related activities of each
organization in their workplaces to distribute 40 copies of questionnaire.

Following Dillman (2007) suggestion, clear instructions were provided to guide respondents
to complete the self-administered questionnaires. This ensured that the respondents remained
anonymous and their specific responses confidential. They were invited to participate in the study
voluntarily and could dropout at anytime. In the end, 495 respondents from 65 organizations (mostly
certified to ISO 9001:2015 standard) participated in the study. This sample size would produce a
margin of error of 4.4% at a 95% confidence level.

3.3. Measures

The instrument was developed based on ISO 9001 QMS components in English (ISO 2015;
To et al. 2011; Yu et al. 2012). As a majority of the respondents of the study were Chinese, the English
version of the instrument was translated into Chinese by following the approach recommended
by Zhao et al. (2006). The English version of the instrument was checked independently by two
researchers and the Chinese version of the instrument was tested in a pilot study involving three
researchers and ten QMS practitioners in service organizations. The purpose of the pilot study
was to obtain views on whether (1) QMS components and task conflict were understandable from
the respondents’ perspective, and whether (2) the measurement items functioned as they should.
As suggested by the researchers and QMS practitioners, some minor modifications were made to
ensure the clarity of the items. The constructs of the instrument are briefly described below.

Customer focus refers to the extent that the organization puts customer needs as its focal point.
Five items were adopted from Yu et al. (2012). Leadership describes how management creates a
clear vision and provides employees with the required resources. Four items were adopted from
Yu et al. (2012). Engagement of people refers to whether employees are willing to accept responsibilities
and seek opportunities to enhance job competence. Four items were adopted from Yu et al. (2012).
Relationship management describes how the organization works closely with its stakeholders including
suppliers. Three items were adopted from Yu et al. (2012). Process approach describes whether the
organization defines the scopes of different activities and treats them as processes. Three items were
adopted from Yu et al. (2012). Evidence-based decision making refers to the extent that the organization
values the data and makes use of the data and information on decision making. Three items were
adopted from Yu et al. (2012). The use of quality assurance tools describes whether the organization
uses different types of charts and diagrams to collect, analyze, and present data. Three items were
adopted from To et al. (2011) and Yu et al. (2012). Improvement refers to changes in customer
satisfaction and organizational image after the implementation of ISO 9001 QMS (or other similar
QMS). Three items were adopted from ISO (2015) and Yu et al. (2012). Task conflict refers to differences
in viewpoints and opinions pertaining to team tasks and decisions. Four items were adapted from
Janssen et al. (1999). The items of QMS components were measured using a five-point Likert scale
with 1 representing strongly disagree and 5 representing strongly agree. The items of task conflict
were measured using a 5-point scale with 1 representing none and 5 representing a lot. The Cronbach’s
alpha values of these measures ranged from 0.78 to 0.90.
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4. Results

4.1. The Sample

Four hundred and ninety-five respondents completed the questionnaires, representing a response
rate of 19%. The response rate was slightly lower than the one reported by To et al. (2013).
The proportions of male and female respondents were almost even. All respondents indicated that
they worked in the service sector with sufficient experience to comprehend the questionnaire items.
Almost 40% of the respondents had more than eight years of experience. Fifty-eight percent held a
bachelor degree, and almost 12% had master’s degrees. The profiles of respondents along with their
demographic characteristics are shown in Table 1.

Table 1. Profile of respondents” demographic characteristics.

Variable Class N % Variable Class N %
Gender: Male 256 51.7 Work Exp.: <2 years 83 16.8
ender: Female 239 483 2 to <4 years 87 17.6
20-29 191 38.6 4 to <6 years 86 17.4
Ace: 30-39 160 32.3 6 to <8 years 47 9.5
8 40-49 108 31.8 8 years or above 192 38.8
50 or above 36 7.3 Industry: Hospitality 50 10.1
High school 90 18.2 Retailing 37 7.5
Education: Bachelor 288 58.2 Banking & Fin. 70 14.1
ucation: Masters 59 11.9 Public services 156 31.5
Others 58 11.7 Others 182 36.8
Frontline 192 38.8
Position: Supporting 152 30.7 1SO9001 Yes 427 86.2
osttion: Admin, 85 172 certified firm No 68 138
Management 66 13.3

4.2. Measurement Validity

All measures must exhibit content validity, reliability, and convergent validity. The study’s
measures were taken directly from previous QMS research; content validity can be assumed. For a
more vigorous validation, scale reliability was validated using confirmatory factor analysis by LISREL
8 (Joreskog and Sorbom 1996). All latent variables were included in a first-order measurement model.
The x? statistic of the model was 957.26 (df = 459, p < 0.01), while the independence model’s x?
statistic was 36,768.46 (df = 528). The value of goodness-of-fit index (GFI) was 0.895 and the root
mean square error of approximation (RMSEA) was 0.0469. The test statistics of the measurement
models indicated acceptable fits (Browne and Cudeck 1992). The non-sample dependent indices such
as the comparative fit index (CFI), non-normed fit index (NNFI), and incremental fit index (IFI) were
0.987, 0.985, and 0.987, respectively. They were all acceptable from a practical viewpoint (Bentler 1990).
Table 2 presents the factor loadings and composite reliabilities for assessing internal consistency.
Composite reliabilities were acceptable with the threshold value of 0.70. Thus, the confirmatory factor
analysis results supported the reliability of the measurement model. In it, the estimated pattern
coefficients for all measurement items were significantly loaded to the prescribed latent variables,
satisfying the basics for convergent validity (Anderson and Gerbing 1988).
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Table 2. Assessment of internal consistency.

Factor Item FL CR
Management establishes a clear vision of the organization’s future. 0.64
Leadership Management creates shared values at all values. 0.73 076
Management provides people with the required resources. 0.66 '
Management provides people with the required training. 0.61
Employees do not blame others for problems. 0.61
Engagement of ~ Employees accept responsibility for solving problems. 0.64 072
people Employees seek opportunities to enhance their competence. 0.59 ’
Employees share knowledge openly. 0.65
The firm analyzes customer needs. 0.66
The firm publicizes customer needs to all employees. 0.65
Customer focus  The firm measures customer satisfaction periodically. 0.64 0.78
The firm acts on customer complaints/feedback. 0.61
The firm has systems to manage customer relationships. 0.65
The firm establishes clear responsibility for managing key activities 0.70
Process approach  The firm measures the capability of key activities. 0.80 0.81
The firm analyzes the capability of key activities. 0.80
Evidence-based The f%rm has a system to ensure that data are accur'ate and reliable. 0.68
decision making The firm makes data accessible to those who need it. 0.63 0.70
The firm analyzes data using valid scientific methods. 0.67
Relationship The firm shares information with key suppliers. 0.65
management The firm encourage key suppliers to participate new service dev. 0.74 0.71
The firm rewards suppliers’ contributions. 0.62
. The firm uses ‘standard forms’ to collect data. 0.65
Use of quality The firm uses ‘charts’ to present data. 0.83 0.79
assurance tools . gy yges “charts’ or ‘numbers’ to indicate job performance. 0.76
Customer satisfaction has improved since the adoption of QMS. 0.66
Improvement Customer complaints have dropped since the adoption of QMS. 0.70 0.78
The firm’s image has improved since the adoption of QMS. 0.70
How often do people you work with disagree about opinions on QMS 0.69
implementation? '
How much conflict about QMS related works you do is there among 0.94
Task conflict people you work with? ' 0.87
How frequently are there conflicts about QMS related ideas among 0.92
people you work with? ‘
To what extent are their differences of opinions about QMS among 0.59

those you work with?

Note: FL stands for ‘factor loading” while CR stands for ‘composite reliability’.

Since all the latent variables were measured using items in a questionnaire completed by a
single respondent, common method variance was examined by conducting Harman’s one-factor test
(Podsakoff and Organ 1986). All measurement items were entered into a one-factor model, the x?
statistic of the model was 4147.39 (df = 495, p < 0.01). The value of GFI and RMSEA were 0.663
and 0.122, respectively, indicating a poor fit. Thus, common method variance should not be a problem
in the study (Podsakoff and Organ 1986).

Table 3 shows the correlation matrix for the study variables that support the claims of predictive
validity (Garver and Mentzer 1999). For example, as theorized, leadership and engagement of
people are significantly correlated (0.75, p < 0.01), relationship management and evidence-based
decision making are significantly correlated (0.72, p < 0.01), and evidence-based decision making
and improvement are significantly correlated (0.75, p < 0.01). Hence, all measures exhibit sufficient
predictive validity.
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Table 3. Correlation matrix for the measurement model.

Factor L EP CF PA DM RM uT I
Leadership (L) 1.00
Engagement of people (EP) 0.75 ** 1.00
Customer focus (CF) 0.79 ** 0.69 ** 1.00
Process approach (PA) 0.78*  0.69*  0.72** 1.00

Ev.-based decision making (DM) 0.82 ** 0.72 ** 0.79 ** 0.72 ** 1.00
Relationship management (RM) 0.66*  070*  059*  0.60*  0.72* 1.00
Use of quality assu. tools (UT) 0.53 ** 0.47 ** 0.49 ** 0.51 ** 0.60 ** 0.42 ** 1.00
Improvement (I) 0.71 ** 0.62 ** 0.66 ** 0.61 ** 0.77 ** 0.57 ** 0.49 ** 1.00
Task conflict (TC) —0.08 —0.06 —0.08 —0.06 —0.06 0.06 0.02 —0.08

Note: ** p < 0.01.

4.3. Hypothesis Testing

A structural assessment of the full model has indicated that the model fits the data well with
a x? statistic of the model 1,046.91 (df =480, p < 0.01). The value of GFI was 0.886 and the RMSEA
was 0.0489, indicating an acceptable fit (Browne and Cudeck 1992). The non-sample dependent
indices CFI, NNFI, and IFI were 0.985, 0.983, and 0.985, respectively, which were all acceptable for
practical purposes (Bentler 1990). While the overall theorized model fit the data well, the standardized
estimates and associated f-values supported all hypotheses developed in this study. Path coefficients
were tested for their f-values and the significance. Table 4 shows the estimates and the corresponding
t-values. All paths were significant at the 0.01 level. For instance, H1(a) was about the positive and
direct relationship between leadership and relationship management; the path was significant at the
0.001 level and result indicated a strong effect (with standardized coefficient of 0.706). Likewise, most
other hypotheses showed strong relationships. In comparison, H7 turned out to be a weak, though
significant, effect. It implied that, other than task conflict, relationship management was affected by
some other more important factors (like leadership, H1(a)). Taken together, the hypothesized paths
were supported by the empirical findings. Finally, we estimated the predictive ability of the model
with the squared multiple correlations for structural equations, which provided information about the
percentages of explained variance in the dependent variables. The squared multiple correlations for
engagement of people, process approach, evidence-based decision-making, relationship management,
the use of quality assurance tools and improvement were 0.675, 0.686, 0.796, 0.498, 0.380, and 0.539,
respectively. Thus, the model was most successful in explaining the variance of evidence-based
decision making by up to 79.6%, and least successful in explaining the variance of use of quality
assurance tools (only 38%). Overall, this high explanatory power was satisfactory.

Table 4. Hypothesis testing.

Hypothesis Path séir:figgtrzl:: t-Value
Hi(a) Leadership — Relationship management 0.706 11.45
H1(b) Leadership — Engagement of people 0.608 8.55
Hil(c) Leadership — Process approach 0.828 13.97
H1(d) Leadership — Evidence-based decision making 0.446 441
H2(a) Customer focus — Evidence-based decision making 0.306 3.62
H2(b) Customer focus — Improvement 0.486 7.20
H3(a) Relationship management — Engagement of people 0.273 425
H3(b) Relationship management — Ev.-based decision making 0.227 3.90

H4 Process approach — Improvement 0.192 3.23
H5 Ev.-based decision making — Use of quality assu. tools 0.617 10.44
He Use of quality assu. tools — Improvement 0.164 3.47

H7 Task conflict — Relationship management 0.122 2.75
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5. Discussion

The objectives of the study were two fold. The first was to explore how QMS leads to improvement
in service organizations. The second objective was to investigate the effect of task conflict on QMS.
The results of the study supported Yu et al. (2012) findings that customer focus and leadership were
key drivers of other QMS components (also see Basnet et al. 2006). More specifically, customer focus
translated into evidence-based decision-making and improvement while leadership was moderate
to strong, with significant influences on evidence-based decision making, engagement of people,
relationship management, and process approach. Customer focus had the largest direct and total
effect on improvement and leadership or management commitment to quality had a multitude of
influences on perceived performance through various QMS components. Yee et al. (2013) had studied
the relationships between leadership, goal orientation, and service quality in Hong Kong’s high-contact
service industries. They found that transformational leadership was more effective than transactional
leadership in influencing employee’s positive work attitude in high-contact service firms. The findings
of Yee et al. (2013) should also be applicable to Macao’s situations. Task conflict was conceived as a
positive factor because it prevented group thinking (Janis 1982) and enabled organizations to have
diverse inputs from members including its external partners in the value chain (Janssen et al. 1999).
In this study, task conflict had a weak but significant effect on relationship management. This finding
is not surprising because Tjosvold et al. (2006), who explored conflict management in Chinese
teams, also reported that task conflict did not significantly affect outcomes such as team effectiveness.
Tjosvold et al. (2006) hypothesized that there could be complicated, dynamics interactions between
task conflict and other variables such as relational conflict that might affect organizational practices.
Besides, task conflict particularly those involving employees from service suppliers shall be clearly
monitored. As Kang et al. (2017) study demonstrated, a supplier’s high corporate ability does not
affect how consumer evaluate a firm’s product but a supplier’s low corporate ability (or the lack of
the ability of align their actions with the firm’s objectives and interests) will have a negative effect on
consumer evaluation of the firm’s product (or service).

QMS has been implemented across a wide range of sectors including many service industries.
The system is founded on several key QMS components. However, the key drivers of quality
management activities have received only cursory attention so far and the mechanism on how
a QMS component affects other components has seldom been investigated using empirical data
(Yu et al. 2012). By contrast, this study has addressed these significant research gaps by (i) confirming
customer focus and leadership to be key drivers of other QMS components, and (ii) recognizing
that leadership, either moderately or strongly, will significantly affect evidence-based decision
making, engagement of people, relationship management, and process approach in the service setting.
Additionally, the results from the present study have demonstrated that task conflict did not have a
strong, positive effect on relationship management. This was because task conflict on the one hand
may promote informational diversity and on the other hand may cause tension among members
(Curseu 2011; De Dreu and Weingart 2003) that produces relational conflict (Gamero et al. 2008) and
negative influence on organizational practice(s).

5.1. Managerial Implications

Leadership in service organizations is critical because it has a significant influence on employee
creative self-efficacy and creativity, which are particularly useful in the service industries where
customers can make all sorts of peculiar demands (Wang et al. 2014). When leadership is properly
executed, for example, using transformational leadership, employees can be fully engaged in achieving
the organizational goals. Besides, quality is defined by customers. A conscious transformational leader
must make use of process approach to continually refine the system based on customer and employee
feedback and make decisions based on factual evidences.

Implementing and sustaining a quality initiative is not an easy task. Quality management in the
service environment involves changes in employee behaviors because customers are becoming more
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knowledgeable and demanding due to the advent of information and communication technologies.
Moreover, a service, unlike tangible goods, is produced and consumed simultaneously and the quality
of service is determined by the moment of truth, i.e., during that particular time the service firm
and/or its employees can demonstrate to the customer the quality of its services (Gronroos 2011).
All these factors render the interactions among QMS components become more complex and dynamic.
In other words, the findings from this study have demystified complex interactions between different
QMS components. Quality management practitioners can have a useful guide to link customer focus
and leadership all the way to improvement.

5.2. Limitations and Future Work

The study has several limitations. First, the data of the study were obtained from a cross-sectional
survey. In order to provide further evidence on the causal relationships among QMS components,
we suggest that future research should explore other data collection methods, such as longitudinal and
experimental designs. Second, although task conflict was critically examined in the study, it should
be noted that other conflicts such as relational conflict might harm the performances of QMS. Third,
measurement of the outcome of QMS was based on respondents” own subjective perceptions. It should
be worthwhile to use objective performance data for similar studies in the future. Lastly, the research
context of this study was Macao’s service organizations and respondents were Chinese. Hence, caution
should be exhibited in the generalizing of our findings to other non-Asian contexts. A replication
study can be conducted using data from different contexts so as to examine whether the mechanism
that links different QMS components is the same in other sectors and countries.

6. Conclusions

This study explored the direct and indirect relationships between different QMS components
and the role of task conflict in the relationships. Based on responses from 495 members working in
Macao’s service organizations, the structural equation modeling results confirmed that customer focus
and leadership are key drivers of other QMS components such as evidence-based decision making,
use of quality assurance tools, and improvement. Specifically, customer focus was found to have
the largest direct and total effect on improvement. Leadership, i.e., the supportive behaviors of top
management towards quality management was found to have a strong, significant influence on process
approach, engagement of people and relationship management, and a moderate, significant influence
on evidence-based decision-making. Moreover, task conflict was found to have a weak but significant
effect on relationship management. The findings of the study demonstrated that service organizations
must continuously perceive customer needs and measure and analyze customer satisfaction and
organizational leaders must exhibit supportive behaviors to manage internal and external relationships
with employees and suppliers.
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