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ABSTRACT

Research on the quality-cost correlations has been equivocal. This paper, basing on the contingent
viewpoint, explores the effects of a firm's product-market strategy approach and industrial economic scale on
the correlations between relative product quality and relative cost. Fifty-nine manufacturers from machine tool
industry and forty-six manufacturers from information hardware industry were sampled as empirical subjects.
Results indicate relative product quality is negatively correlated with relative cost among firms with externally
oriented strategy and operating in economic scale industry, but positively in noeconomic scale industry. The
implications and suggestions for future studies are discussed based on the study.

Keywards: product-market strategy, economic scale, relative product quality, relative manufacturing
cost.



