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ABSTRACT 

 

Service industry is playing an important role in country’s economy. As one part of the 

tourism industry, hospitality industry is also contributing a significant role in delivering quality 

services to customers. Most hotels in Bahir Dar city, Ethiopia are observed providing limited 

variety of services while many inimitable features of services can be developed through service 

innovation and development. Moreover, hotels and resorts around the shore of Lake Tana are 

not using their location for maximizing their range of services to exceed customer’s 

expectations. The purpose of this study is to assess the customers’ perception and expectations 

about hotel service quality by applying one of the measurement tool called SERVQUAL model 

in three and four starred hotels/resorts in Bahir Dar, Ethiopia.  The researcher prepares and 

distributes questionnaires for 246 respondents. The data obtained from respondents have been 

processed and analyzed by using Statistical Package for the Social Sciences (SPSS) version 20 

and Microsoft Excel. From the findings of the research, customers have greater expectations 

for hotel/resort services quality dimensions (Tangibles, Reliability, Responsiveness, Assurance 

and Empathy) than the actual perceptions. As result of these differences between expectations 

and perceptions, service quality gaps are revealed in all hotel service quality dimensions.  The 

gaps in the Reliability and Empathy dimensions are 0.097 and 0.050, respectively. These two 

positive gaps indicate satisfaction of customers and the rest negative gaps of Tangibles, 

Responsiveness, Assurance and Empathy indicates dissatisfaction of customers in the 

corresponding dimensions. Generally, the findings of the research revealed that the overall 

quality level of services provided by three and four star hotels are bellow customers’ 

expectations. ANOVA, correlation and regression analysis were done if there is any difference 

in the satisfaction level of respondents’ on the ground their gender, age and nationality. The 

result of these tests shows there was no difference in their satisfaction level of customers based 

on the above respondents’ demographic profiles.  By integrating SERVQUAL and Quality 

Function Deployment (QFD) models together, major service design characteristics that will 

help hotels to increase service quality and customer satisfaction are identified. Establishing 

efficient customer complaint hand system and improving the skill and knowledge of employees 

are the first and second service design characteristics that hoteliers should focus on. Providing 

value added products and services as well as product and service differentiation are the two 

competitive strategies found suitable for the current hotel business.
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CHAPTER ONE 

 INTRODUCTION 

1.1 Background of the study 

A group of companies that produce products and services which can satisfy 

customers’ needs, function and use are referred as industries. Industry can also defined 

as a group of companies that produce products and services which are close substitutes 

for each other (David 2013). The tourism industry, which is one part of service industry, 

is an integrated industry that have a number of sectors such as accommodation, catering, 

transportation, visitor attractions, entertainment, travel intermediaries, retailing and 

tourism-related public agencies (Eunice 2013). Under this tourism industry hospitality 

industry is a group of companies that produce and provide food, beverages, 

accommodation and so on to customers who are away from home. Compared to other 

business sectors, hospitality industry has different in its nature which tends to be 

service-oriented and has a strong emphasis on human exchange in the service delivery 

processes (Murray and Benny. 2009). It is very broad and highly focused on customer 

satisfaction. Even though every business is focused on customer satisfaction, hospitality 

industry relies on making customers feel home and happy by fulfilling their 

requirements effectively. This is because of these businesses are based on providing 

luxury services. Very few hospitality businesses provide a basic service to meet 

customer requirements, like food and clothing. Another defining aspect of this industry 

is its reliance on disposable income and leisure time. For this reason, the majority of 

these businesses concentrate tourists or rich parents. If disposable income decreases due 

to a slump or recession, then these are often the first businesses to suffer. Because 

customers won’t have extra money to enjoy their services. 

Regardless of the business, hospitality industry relies heavily on providing an 

excellent level of service for ccustomers who are visiting the business to get away from 

their troubles. Since customers also compare their perceptions using previous 

experiences, speak of mouth and others criteria when evaluating the quality of a certain 

product or a service, bad experience might keep them from returning ever again. Service 

quality is the subjective comparison that customers make between their expectations 

about a service and the perception of the way the service has been delivered. When 

customers get satisfied with products and services, they are likely to tend to return and 

speak what they have perceived to others. Satisfied customers also tend to be loyal and 
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this brand loyalty is very important to these customers, therefore hotels should do their 

best to provide effective service to customers. Customers have different beliefs, 

religions and nationalities and hence, they might have different expectations and 

perceptions about hotel services. Therefore it is essential for the hotel industry, today 

more than any other time, to understand what customers want and how they can be 

satisfied. 

The concept of service quality has been the subject of many research studies in 

variety of service industries; even the research attention towards hospitality industry 

has been growing (Suman and Rashedul, 2014). Most researches are aimed at 

maximizing customers’ satisfaction from services. Quality has been generally defined 

as “fitness for use” and “those product features which meet customer needs and thereby 

provide customer satisfaction”. When it comes to the service quality several researchers 

give different definitions. (Parasuraman et al., 1985) defined service quality as a global 

judgment, or attitude relating to the superiority of a service. Later on (Parasuraman et 

al., 1988) define services quality as a comparison between expectations and 

performance and have five dimensions: Tangibility, Reliability, Responsiveness, 

Assurance, and Empathy. 

1.2 Problem statement 

Though the Ethiopian government have put its development attention on the 

development of agriculture and manufacturing industries, hospitality industry sector is 

still in a rapid expansion and continuous on contributing its share for the country’s 

economy. Among many tourist destinations of Ethiopia, Bahir Dar city lies at the 

southern edge of Lake Tana.   The area around the city covers various attractions-

natural, cultural, historical and religious. Therefore, it has been recognized as one of 

the ideal places for the hospitality industry development. Bahir Dar city is an entry point 

to visit and explore Lake Tana and its natural attractions and monasteries that houses 

various cultural and religious heritages.  Some attractive features of the lake such as the 

39 islands, 19 monasteries and churches, more than 125 species of fish and more than 

300 species of birdies and the Blue Nile Fall (Tissessat) makes the city the major tourist 

destination in Amhara region. As a result, the number of hotels in Bahir Dar has 

increased dramatically since the last five years.  Along with this promising expansion 

of the hospitality industry there are some service related problems being observed. 
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Most hotels in Bahir Dar city, Ethiopia are facing in implementing new service 

development as one part of their competitive strategy. The range and variety of 

additional or extra services in hotels are limited. This phenomenon is observed even in 

hotels that have similar star rates. Hotels should provide their guests an added value 

that they cannot perceive from other competitors. Many inimitable features of services 

can be developed through service innovation and development practices for the hotels. 

Providing new services also offers the opportunity to open up new markets and maintain 

significant market shares in those segments. Perhaps, management is not accounting 

the external competitive environment and their inter capabilities (knowledge and 

experience of employees, tangible and intangible resources, processes and so on) to 

develop a competitive strategy through new service innovation and development. 

There is poor utilization of locations and resources around the hotel’s location. 

Hotels must have a good knowledge about the resources around their location and 

utilize those resources to attract and satisfy their target customers. Those hotels and 

resorts around the shore of Lake Tana are in an area where the competitors are not able 

to fulfill some of the guest’s requirements. In other words, they have a much greater 

chance of getting more customers through their additional services which customers 

couldn’t find from other hotels. But in actual situation hotels are not utilizing their 

location for developing new services and exceed customer’s expectations. For example, 

some hotels does not have their own boats to rent for their customers. As a result, 

customers are supposed to find boat rental service from other external service providers. 

Due to the absence effective communication between customers and service 

providers, some of the latest advances, opportunities and challenges regarding 

innovations in the hospitality industry are not clearly identified in Bahir Dar, Ethiopia. 

Communication amongst guests and service providers will help to identify the types of 

services that can bring competitive advantage for the hotels and differentiate them from 

their competitors. The lack of communication between the two parties makes the 

measurement of quality of hotel service and customer satisfaction very difficult. 
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hotels. The study concludes as “female guests had higher expectations on all the 

variables”. 

On the other hand Turgay and Halil (2012) have found that there is no significant 

difference between males and females concerning hotels service expectations 

On the basis of the above discussion, this study proposes the following propositions: 

H1 There is no significant difference in perceived service quality dimensions between 

the customers of different nations. 

H2 There is no significant difference in perceived service quality dimensions between 

the customers of different age group 

H3 There is no significant difference in perceived service quality dimensions between 

male and female customers 

H4 Service quality dimensions have strong relationship with overall service quality. 

1.6  Scope of the study 

There are many star rated hotels and resorts in Bahir Dar city. Customers of three 

and four star hotels and resorts are ought to have some experiences of hotel services. 

These types of customers are the best sources of information about hotel services. 

Therefore, this study has conducted in three-month survey of customer’s expectation 

and perception of products and services delivered by 15 hotels and resorts found in 

Bahir Dar.  

1.7 Significance of the study 

The main purpose of this research is to examine expectations and perceptions of 

customers in the hospitality industry. On the effort of achieving this purpose, the study 

will provide a better understanding of the industry’s future potential to generate income 

for Bahir Dar city and the country as well. 

This study will provide managers a clear understanding of their business, including 

who is being satisfied, what is being satisfied, and how customer needs are satisfied. It 

will also form the foundation on which future plans of new service innovation and 

development are achieved and helps to find out which hotel services could bring 

competitive advantage for them. The detail analysis of the study on the current business 

situation will help to assess the firm’s internal resources and to examine the state of 

their competitors and the external environment.  
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Service quality and customer satisfaction 

The concept of service quality has been the subject of many research studies in 

variety of service industries; even the research attention towards hospitality industry 

has been growing (Suman and Rashedul, 2014). Service quality and customer 

satisfaction are intangible but the exact definition is still a controversial issue. Service 

quality is a complex, elusive, subjective and abstract concept. It means different things 

to different people. Different from product/good quality, service quality is an elusive 

concept that is difficult to define and measure. (Parasuraman et al., 1988) stated that, 

earlier studies defined product/good quality as conformance to specifications/standards 

and the absence of defects implying that products should be right at the first time and 

the feature set of a product should match the standards predetermined by the 

management. Knowledge about the quality of goods is insufficient to understand 

service quality. According to (Parasuraman et al., 1988) services quality is a 

comparison between expectations and performance and have three well-documented 

characteristics that must be acknowledged for a full understanding of service quality-

intangibility, heterogeneity and inseparability. In their study they stated service quality 

is the comparison customers make between their expectations and perceptions of the 

received service. Some other scholars define service quality as multi-dimensional 

concept. (Lehtinen and Lehtinen, 1982) defined three dimensions of service quality, 

namely, physical quality, interactive quality and corporate quality.  

Many scholars and researchers are putting their interests and attentions on 

satisfaction and dissatisfaction of customers. This attention leads them to the 

development of different conceptualizations of satisfaction. Customer satisfaction is a 

business philosophy which tends to the creation of value for customers, anticipating 

and managing their expectations, and demonstrating ability and responsibility to satisfy 

their needs (Umesh 2014). To (Oliver 1981), customer satisfaction definition is based 

on the expectation disconfirmation point of view. Before purchasing or using the 

product or service, customers always have their personal expectation about its 

performance. After buying or using product or service, if the result is equal or better 

than expectation, it means the expectation has positive confirmation. In the opposite 
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case, if the result is lower than expectation, we have negative confirmation. Customers 

are said to be satisfied only if there are positive confirmations of expectation. However, 

in any case, the level of customer satisfaction is different between different customers 

because each of them owns their personal needs, demands as well as experiences. In 

order to achieve customer satisfaction, it is important to recognize and to anticipate 

customers' needs and to be able to satisfy them (Umesh, 2014). Generally, there are two 

general conceptualizations of satisfaction, namely, transaction-specific satisfaction and 

cumulative satisfaction ((Ekinci et al. 2008), (Boulding et al. 1993)). 

2.2 Measurement of service quality  

Service quality is an important area for academicians and researchers because of its 

relevancy to service companies. Therefore many researchers have tried to develop 

various models to  measure it, even though some claim it is hard to measure because of 

its nature of intangibility  which is hard to quantify ((Eshghi et al., 2008), (Douglas and 

Connor, 2003)). The aim of providing quality services is to satisfy customers. To 

achieve this objective the level of service quality should be measured continuously and 

continuous improvement actions should be taken by all people within the organization. 

Measuring service quality is a better way to judge whether the services are good or bad 

and whether the customers will or are satisfied with it (Suman and Rashedul, 2014). 

Quality evaluations involve outcomes and processes (Parasuraman et al., 1988).  The 

process of evaluating the customer’s perception of quality can be done through the 

interaction with the personnel offering services, (Magi and Julander, 1996). From their 

suggestion, interaction between consumer and service provider is very important when 

measuring service quality because through that interaction, the service provider could 

easily understand the consumer better and identify what he/she exactly wants. 

As one part of the organizations’ strategy, it is important for managers to identify 

and define the needs of customers by continuously collecting complaints about the 

quality of products, services and processes. Managers should try to identify who their 

customers are, what do customers need, what products and services are they providing, 

which service areas need improvement and so on.  

The above and many other researchers agree on the need of service quality 

measurement. However, the main controversial issue is on the measurement 

methodology being used. In the last decade, diverse instruments for the measurement 
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of service quality have emerged. SERVQUAL (Parasuraman et al., 1985), SERVPERF 

(Cronin and Taylor, 1992) and evaluated performance (EP) (Teas 1993a, b) are most 

widely used service quality measurement tools. These methodologies are different. 

A. SERVQUAL scale 

SERVQUAL stands for service quality. This scale was developed by the three 

Americans (Parasuraman et al., 1985)  and is a concise multiple-item scale with good 

reliability and validity that firms can use to better understand the service expectations 

and perceptions of customers and, as a result, improve service quality. Since its 

publication several academic researchers and practitioners worldwide have applied the 

SERVQUAL scale in a variety of service sectors. The model is employed as a generic 

instrument for measuring Service Quality across different service sectors. It is regarded 

as the most appropriate tool to measure and assess service quality in industrial and 

commercial sectors like banking, telecom, hospitals, and healthcare, hotels and fast 

food chain, travel and tourism, education and hospitality etc. The original SERVQUAL 

model was made of ten dimensions of service quality when created; tangibles, 

reliability, responsiveness, communication, credibility, security, competence, courtesy, 

understanding the customer, and access (Parasuraman et al., 1985).  From these ten 

dimensions they were able to generate 97 items. But later on these ten dimensions were 

reduced to five because some dimensions were overlapping (communication, 

credibility, security, competence, courtesy, understanding customers and access). The 

number of items representing the final five dimensions also reduced to be 22.  The 

service quality dimensions are most representative and eliciting of the customer 

satisfaction from the quality of a particular service. The five service dimensions are 

illustrated as follows; 

Tangibles- is related to physical quality of the service such as physical facilities, 

appearance of personnel, tools or equipment, communication materials used to provide 

the service, physical representations of the service and other customers in the service 

facility. This refers to the ability to perform the service dependably, accurately and 

consistently. The condition of the physical surroundings is tangible evidence of the care 

and attention to details exhibited by the service provider. This assessment dimension 

can extend to the conduct of other customers in the service. 

Reliability- is defined as the employee’s ability to perform the promised service 

dependably and accurately. Reliable service performance is a customer expectation and 
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means that the service, every time, is accomplished on time, in the same manner, and 

without errors. For example-, receiving mail at approximately the same time each day 

is important to most people. Reliability extends into the back office, where accuracy in 

billing and record keeping is expected. 

Responsiveness- concerns the willingness or readiness of employees to be helpful 

and provide prompt service. Keeping customers waiting, particularly for no apparent 

reason, creates unnecessary negative perceptions of quality. In the event of a service 

failure, the ability to recover quickly with professionalism can create very positive 

perceptions of quality. For example, serving complimentary drinks on a delayed flight 

can turn a potentially poor customer experience into one that is remembered favorably. 

All hotel staff are ambassadors of the hotel and any guests who patronize the hotel 

expect to receive professional assistance from these employees. In order to excel in the 

responsiveness dimension, companies are requested to have well-staffed, 

knowledgeable customer service departments, with responsive front-line staff in all 

contact positions as customers’ perceptions on responsiveness may suffer when they 

wait to get through to a company by telephone and are put on hold or have to cope with 

a complex automated voice mail system. 

Assurance- knowledge and courtesy of employees and their ability to inspire trust 

and confidence. It also refers to the service quality dimension that makes the customer 

sure that the transaction dealings are fair and safe. The assurance dimension includes 

the following features: competence to perform the service, politeness and respect for 

the customer, effective communication with the customer, and the general attitude that 

the server has the customer's best interests at heart. This dimension is of critical 

importance for services in which customers face a high level of risk or feel uncertain 

about their ability to evaluate outcomes. Hotel employees should demonstrate 

competence in providing service to guests to assure the guests that they are receiving 

quality service. 

Empathy- caring, individual attention the firm provides its customers (Parasuraman 

et al., 1988).  Empathy includes the following features: approachability, sense of 

security, and the effort to understand the customer's needs. 

By using the 22-item scale instrument are invited to respond the extent of 

agreement/disagreement, ranging from’ strongly disagree’ to ‘strongly agree’, by using 
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a Likert scale. The first 22 items will represent the ‘expectations, scores. By these 

questions respondents are asked to indicate their feelings about their own recent 

experiences of the service in question. The items are bout an ideal service 

(expectations). The second 22 items aims to gain information about respondents’ recent 

experience of the service (perception). According to (Parasuraman et al., 1985), the 

width of the gap between expectations and perceptions is the measure of satisfaction. 

There are set of key discrepancies or gaps exist regarding executive perceptions of 

service quality and the tasks associated with service delivery to consumers. These gaps 

are; 

Gap 1 Consumer expectation-management perception gap; Management may have 

inaccurate perceptions of what consumers (actually) expect. The reason for this gap 

is lack of proper market/customer focus. The presence of a marketing department 

does not automatically guarantee market focus. It requires the appropriate 

management processes, market analysis tools and attitude. 

Gap 2 Service quality specification gap: There may be an inability on the part of the 

management to translate customer expectations into service quality specifications. 

This gap relates to aspects of service design 

Gap 3 Service delivery gap: Guidelines for service delivery do not guarantee high-

quality service delivery or performance. There are several reasons for this. These 

include: lack of sufficient support for the frontline staff, process problems, or 

frontline/contact staff performance variability. 

Gap 4 External communication gap (Gap 4): Consumer expectations are fashioned by 

the external communications of an organization. A realistic expectation will 

normally promote a more positive perception of service quality. A service 

organization must ensure that its marketing and promotion material accurately 

describes the service offering and the way it is delivered.  

These four gaps causes a fifth gap (Gap 5), which is the difference between customer 

expectations and perceptions of the service actually received. (Parasuraman et al., 1985) 

defined this difference as service quality. Perceived quality of service depends on the 

size and direction of Gap 5, which in turn depends on the nature of the gaps associated 

with marketing, design and delivery of services (Parasuraman et al., 1985) stated 

following proposition: 
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Gap5 = f(Gap1, Gap2, Gap3, Gap4) 

Zeithaml and Bitner, (2003) stated that in order to manage service quality, it is 

important to manage the gaps between expectations and perceptions on the part of 

management, employers and customers. The most important gap (Gap 5) is the one that 

exists between customers’ expectations of service and their perceptions of the service 

actually delivered. When referring to the gap model, it is noted that a service marketer 

must reduce the customer gap (Gap 5). To do so, the service provider first has to try to 

reduce the other four gaps (Gap 1, 2 3, and 4) within the organization as each of these 

elements contributes towards the expectations and perceptions of customers of quality 

service. This situation needs to be resolved, because how the customers, in this case 

hotel customers, perceive the level of service performance that meets their expectations 

will reflect the quality of service provided by the organization (Mey et al., 2006). 
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Figure 1: Service Quality Model (Parasuraman et, al. 1985) 

Strengths and weaknesses of SERVQUAL 

Even though over time it has been criticized by many academics and practitioners 

(Adetunji et al., 2013). (Olimpia and Nicolae2003), (Basheer and Raghunandan) , many 

other authors have rebuked all criticisms against SERVQUAL and on various 

conceptual and operational criterion upheld they take SERQUAL as a rigorous tool, 

appropriate and perfect (Basheer and Raghunandan). According to them many studies 

have clearly proved conceptual and operational suitability of SERVQUAL in 

measurement of service quality. But there are some researchers who argue 
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SERVQUAL model is less important based on the type of service fields they apply it. 

For example, (Chingang and Lukong, 2010) have applied this model to measure service 

quality in grocery stores and to empirically find out how consumers perceive service 

quality in grocery stores by identifying what dimensions bring satisfaction. From their 

findings mentioned in the study, it is clear that the SERVQUAL model was not a good 

instrument to measure service quality in grocery stores. They put the reason for this that 

some dimensions (tangibles, responsiveness and products) did not prove reliability for 

measurement. Similarly, it is claimed that SERVQUAL dimensions are not generic; 

that is, the applicability of the SERVQUAL scale to different service settings is 

questioned (Monika). But (Parasuraman et al., 1988) argue that, with minor 

modification, SERVQUAL can be adapted to any type of services.  

According to study carried out by (Ladhari, 2008), it is recommended that the 

SERVQUAL model is a good scale to use when measuring service quality in various 

specific industries but that it is appropriate to choose the most important dimensions of 

this model that fit to that particular service being measured in order to assure reliable 

and valid results. 

B. SERVPERF scale 
 

SERVPERF is a "performance-based" service quality measurement scale developed 

by (Cronin and Taylor, 1992). It is based on the framework founded by (Parasuraman 

et al., 1988) but it is focused on performance and linked to customer satisfaction. Due 

to this SERVPERF is a performance based measurement scale. The debate on the 

reliability and validity of the SERVQUAL scale, particularly on the expectation 

dimension is the main reason for (Cronin and Taylor, 1992) to develop their scale. 

According to (Cronin and Taylor, 1992) SERVQUAL scale confounds satisfaction and 

attitude. Therefore, rather than expectation-perception methodology, only the 

perception dimension will be sufficient to measure service quality and expectations 

should not be involved in the measurement process. Unlike the 44 SERVQUAL scale 

items SERVPERF scale consists of 22 perception items.   

2.3 The role of service quality for competitive strategy 

According to (Asubonteng et al., 1996), due to intense competition and the hostility 

of environmental factors, service quality has become a cornerstone marketing strategy 

for companies. This highlights how important improving service quality is to 
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organizations for their survival and growth since it could help them tackle these 

challenges they face in the competitive markets. This means that service-based 

companies are compelled to provide excellent services to their customers in order to 

have a sustainable competitive advantage. There is however, a need for these 

organizations to understand what service quality is in order to attain their objectives. 

Each hotel client is looking for accommodation facility that can provide service that 

meets or exceeds his/her expectations. Thus, competitiveness and sustainability of the 

hotel industry is vital a consideration because the hotel sector is one of the biggest 

sectors in hospitality and tourism industry. Each hotel, regardless of its classification, 

may contribute to the overall performance of the local and national hospitality and 

tourism industry. 

2.4 Factors influencing competitiveness in the hospitality industry 

Knowing the factors that will affect the firm’s competitive strategy lets firms 

monitor and manage key variables and adjust their actions to take advantages of 

changing situations and opportunities. Since markets fluctuate under the influence of 

firm’s competitors, it is important to modify the competitive strategy and deliver 

advantages to remain competitive and profitable. 

There are several factors that influence competitiveness in the hospitality industry. 

The most important factors include products and services, the behavior of competitors, 

interaction abilities with suppliers, behavior of customers, human resources, and 

technology and information technology (Anil et al 2011). Products and services become 

obsolete as they are affected by technological developments, replaced by improved 

products and services than adds value for customers. The behavior of competitors 

affects the competitive strategy of the firm. It is important to continuously evaluate the 

actions of competitors and adjust the strategy. Interaction abilities with suppliers are 

the abilities of managing resources shared by several firms. If suppliers got favors from 

other competitors, the firm has to adjust its strategy to base on other competitive 

advantages.  Providing high value services and products than competitors might be a 

firm’s competitive strategy. But customer’s perception of values may change from time 

to time. It is important to continuously evaluate and survey customer’s satisfaction level 

and identify their requirements. Human resources are the very heart of the hospitality 

industry that create and deliver products and services to customers. Use of technology 

and information technology are the vital strategic tools that affect competitiveness of 
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firms in hospitality industry. Information technology will increase hotel’s productivity, 

reduce their costs, and at the same time add value to the services and products offered 

to their customers (Anil et al 2011). 

2.5 Service innovation in the hospitality industry 

The concept of innovation was originally developed from the manufacturing 

industry but has become essential for companies dealing with services. There are 

various definitions for the term “innovation”. The term derives from the Latin 

“innovatio” which means to create something new. service innovation is also defined 

as “the conversion of ideas into products, processes or services which are evaluated by 

the market.” (Serena 2006). (Hjalager, 1997) defines service innovation as any 

expansion or realization of an invention in the market for business purposes. Along with 

his definition he point out that, innovation in hospitality industry is characterized by 

limited research and political considerations. As a point of departure innovation can be 

defined as the market-based application of new processes, products or forms of 

organization. Thus, the mere idea for a new process or product does not suffice; the 

idea has to have the potential to be commercialized and has to be developed to the point 

of being market-tested. In literature innovations are often distinguished by personnel, 

social, structural, procurement, and also marketing innovations, according to the 

functional structure within the company (Barney, 1991); (Hübner, 2002). But as hotel 

services usually combine potential, process, and result elements and, consequently 

generate them as a complex, networked cluster of service offerings and service 

production processes, the above dimensions from the traditional goods area do not 

appear very helpful (Pikkemaat and Weiermair, 2004).  

Innovative services, technologies and business models have revolutionized the 

hospitality and tourism industries. Examples of such innovations are phone-as-key-

cards, mobile self-check-in, mobile booking, self-service check-in kiosks, lobby media 

panels, electronic luggage tags, bring your own device, bring your own content 

platforms, smartphone boarding passes, hotel service optimization systems, guest 

device connectivity tools, voice over internet protocol phones that are interconnected 

with the hotel’s ecosystem (e.g. phones in the guestrooms that guests can use for 

ordering room service directly from a touchscreen and housekeeping can use them to 

put work orders and the system directly communicates with corresponding 

departments), wearable devices to identify guests, tablet menus and table reservation 
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systems to name a few. These innovations may take place in the frontline of a service 

where customers observe the innovation or they may operate in the backend and be 

“invisible to consumer”. In some hospitality services, guests interact with the latest 

gadgets in the lobby of hotels or use their own mobile devices to make plans for dinner 

or other services (Anil and Mohammad 2015).   Innovations in the hospitality and 

tourism industries follow a trajectory of service innovation modes, differing from a 

product innovation (Gremyr et al. 2014). Such innovations have increased operational 

efficiency as well as created more value for customers (Sorescu et al. 2011). As a result 

of continuous innovation, service firms have improved the quality of their service and 

offer a more customized experience. This is accomplished by predicting customer needs 

and wants, increasing loyalty through various programs, expanding customer base 

while reducing unused capacities and increasing efficiency and productivity. Service 

innovations determine ways of creating and delivering more value to customers through 

technology or processes. It involves continuous improvement and streamlining ideas to 

empower employees, shareholders and consumers. As a result of innovation, new types 

of customer experiences have emerged (Anil and Mohammad 2015).  

The benefits of service innovation are obvious. What is not as clear is how managers 

should decide on which types of innovations to implement. In some cases, innovative 

service offerings are necessary just to maintain a firm’s current market share. This 

phenomenon suggests “. . . that some innovations may merely raise the cost of doing 

business without a significant economic benefit, other than to preserve current business 

and without providing a competitive edge . . .” (Reid and Sandler 1992). However, other 

innovations may enhance service differentiation and induce financial gains. Thus, it is 

important for managers to implement innovations which are not only desired by 

customers but also are economically beneficial to the firm (Reid and Sandler 1992). 

Hospitality firms, such as hotels, are an ideal example of a market which could 

benefit from the implementation of service innovation. First, from a customer’s 

perspective, the hospitality market is perpetually inundated by many similar, often 

easily substitutable service offerings. This can cause difficulties for hotel managers as 

they attempt to differentiate an individual hotel from its competitors (Reid and Sandler 

1992). One solution to this challenge may be to offer new and innovative features to 

customers. Secondly, the hospitality industry is rapidly changing due to accelerations 

in information technology (Olsen and Connolly 2000). Managers will need to make 

proactive changes which focus even more intensely on customer preferences, quality, 
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and technological interfaces in order to stay competitive in such a dynamic environment 

(Karmarkar, 2004). Thirdly, travelers today do not exhibit, as in past decades, a truly 

brand loyal behavior. Travelers instead are choosing to patronize hotels that offer the 

best value proposition under existing budgetary constraints. (Olsen and Connolly 

2000). In order to add value to the guests’ experience, hotel managers and marketers 

must meet the challenge of determining which services are preferred by hotel guests 

(Olsen and Connolly 2000). Once a manager understands customers’ preferences, the 

challenge then becomes prioritizing those preferences which add the greatest value to 

the hotel’s existing service offering. It is important to acknowledge that innovations 

also come with barriers including the ownership structure of the hospitality industry 

and franchise models. Innovation is still a buzzword for many hotels, and the hospitality 

and tourism industries have been slow in adopting new technologies. The cost of 

innovation, resistance from owners, resistance to change, training issues, pace of 

advances in new technology and time and budget constraints are some of the other 

barriers. Even for a single hospitality firm, the adoption of various technologies has not 

advanced equally. 

2.6 The role of service innovation on the competitive strategy 

Innovation and new service development are important strategic features to assure 

growth and sustainable wealth for every industry, but in particular for those industries 

where markets are saturated and clients choose products and services from all over the 

world, such as hospitality industry (Mike and Pikkemaat 2006). From the perspective 

of the firm’s in the hospitality industry, the main benefit of new service innovation is 

to be or become, more competitive in the market. They are innovations which, in terms 

of strengthening competitiveness, provide an effective contribution for the creation of 

customer value and, hence, the market success of the hotel company (Joerg 2006). Each 

product or service goes through a life cycle: from birth, it goes through several stages, 

eventually dies, and is replaced by newer and better products or services. Every product 

or service declines once. This is the reason why companies have to develop new 

products and services (Ottenbacher, 2008). For a company to stay competitive, it is 

important to keep services and processes up to date. Continuous investment in 

innovation for both services and processes makes it more difficult for others to gain a 

large technological functionality advantage. Innovation helps to keep the portfolio of 

the service and product competitive and ‘thereby achieve a long-term competitive 
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advantages.’ ‘The less quantifiable benefits of successful innovations include 

enhancement of a business’s reputation and increased loyalty of existing customers.’ 

(Ottenbacher, 2008).  

Service innovation also have the capacity to create additional value for customers 

and as a result increase satisfaction for customers and bring sustainable growth for the 

firms (Mike and Pikkemaat 2006). A sustainable competitive advantage is related to the 

amount of value a firm creates for its customers. Firms create superior value for 

customers either by offering them a preferred product or service at a somewhat higher 

price (where the additional value received exceeds the additional cost of obtaining it) 

or by offering them a basic product or service that is produced at the lowest possible 

cost (Porter, 1980). In order to add value to the guest’s experience, hotel managers and 

marketers must determine which services are preferred by hotel guests and travelers. 

Once managers understand customer’s preferences and expectation can prioritize those 

preferences which add the greatest value to the hotel’s existing service offering. 

When the service provider can differentiate their service being offered to the customer, 

then it will finally became their competitive advantages. Differentiation is a strategy 

that a company employs when it attempts to become unique and different from other 

companies which produce a similar product or service, in the attributes significant for 

the consumer (Porter, 1980). Marketers in the hospitality industry can induce 

differentiation either on the way the service is delivered or on the process the service is 

marketed. 
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CHAPTER THREE 

METHODOLOGY 

3.1 Research design 

This thesis focuses on research of the role of service innovation on the competitive 

strategy of the hospitality industry. In order to carry out an in-depth investigation, this 

thesis will adopt case study as the research design. The case study method is a very 

popular form of qualitative analysis and involves a careful and complete observation of 

a social unit, be that unit a person, a family, an institution, a cultural group or even the 

entire community (Kothary, 2004). Case study method is a form of qualitative analysis 

where in careful and complete observation of an individual or a situation or an 

institution is done; efforts are made to study each and every aspect of the concerning 

unit in minute details and then from case data generalizations and inferences are drawn. 

The goal of the case study is to provide an accurate and complete description of the 

case. The principal benefit of case studies is that they can expand our knowledge about 

the variations in human behavior (Geoffrey et al., 2005). Hotels that have three and 

more stars will be chosen as cases for the study. Hotels with three and more stars are 

chosen as the case because managers, employees as well as customers will have 

considerable awareness about the title the study have.   

Case studies of individual participants often include in-depth interviews with 

participants and collaterals, review of related records, observation, and excerpts from 

participants’ personal writings and diaries (Geoffrey et al., 2005). Under case study 

method the behavioral pattern of the concerning unit is studied directly and not by an 

indirect and abstract approach. Therefore, Personal interview, questionnaires and 

observation provide the required data for the successful accomplishment of the project. 

Interviews with the staff members of the targeted hotels and resorts and also with 

customers will be conducted by asking structured questions. Questionnaires were 

prepared both in Amharic and English language and distributed for local and foreign 

customers of the hospitality industry in order to collect their preferences and feelings 

about services delivered by the hospitality industry now and for the future. By using 

observation method, the necessary data were gathered by critically and closely 

observing at the services and products being delivered and innovated by the industry. 
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3.2 Organization of the Research 

Once hypothesis are deduced (or problems) are identified from concepts and then 

translated into operational terms implying researcher must specify how data can be 

collected in relation to the concepts that make up the hypothesis (Bryman and Bell, 

2007). In this paper, the research problem and hypothesis are developed and drives to 

the identification of data and data collection methods/processes/tools.  

SERVQUAL model which is used to measures the gap between expected service 

and perceived service is used to solve our research problems. By using SERVQUAL 

model, we are also able to collect data on the expectations and perceptions of consumers 

that will give results to our research questions on how consumers perceive service 

quality and what dimensions consumers are satisfied with. Thereafter, the customer’s 

expectation information we obtain can give information about which service 

dimensions are more important for new service innovation and development, find 

solutions to the problem and make necessary improvements. The SERVQUAL model 

is used as a tool to assess service quality and customer satisfaction. With this tool hotel 

services are going to measured using the various service quality dimensions. This is 

because it is important to be aware of how customers perceive service quality in hotels 

and the factors that affect these perceptions. The study aims to identify what dimensions 

of service quality will satisfy customers in Bahir Dar hotels with respect to the 

established dimensions of (Parasuraman et al., 1988). These questions will be answered 

using quantitative data collected from target respondents and will enable to come up 

with findings and conclusions on how customers perceive service quality and what type 

of services with what service quality dimensions will bring satisfaction to them. 

3.3 Selection of quality measurement instrument 

 

Methodologically, for the selection of service quality measurement instrument for 

this study, the two widely used instruments (SERVQUAL vs. SERVPERF) have been 

compared. In terms of reliability and time saving, compared to SERVQUAL scale 

SERVPERF scale seems ideal. According to (Cronin and Taylor, 1992) the reliability 

of SERVPERF ranged between 0.884 and 0.964. In terms of time saving, since there 

are 44 items in SERVQUAL and 22 items in SERVPERF scale it reduces greater 

amount of time. But in terms of greater diagnosis power SERVQUAL is preferable over 

SERVPERF. This quality of the SERVQUAL scale is helpful for this study in order to 

find out the main dimensions of new service innovation. In this study order to answer 
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3.9 Demographic characteristics 

The demographic characteristics studied in this study are gender, age and nationality. 

The demographic profile of respondents is summarized as follows. 

Table 2: Respondent’s Gender 
Gender Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Male 178 72.4 72.4 72.4 

Female 68 27.6 27.6 100.0 

Total 246 100.0 100.0  

 

Table 3: Respondent’s age 

Range Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

18-23 8 3.3 3.3 3.3 

24-29 38 15.4 15.4 18.7 

30-35 84 34.1 34.1 52.8 

36-40 64 26.0 26.0 78.9 

40+ 52 21.1 21.1 100.0 

Total 246 100.0 100.0  

Table 4: Respondent’s nationality 

Nationality Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Ethiopian 195 79.3 79.3 79.3 

American 13 5.3 5.3 84.6 

Sudanese 13 5.3 5.3 89.8 

British 7 2.8 2.8 92.7 

German 3 1.2 1.2 93.9 

Indian 3 1.2 1.2 95.1 

Swedish 3 1.2 1.2 96.3 

Chinese 2 .8 .8 97.2 

Dutch 2 .8 .8 98.0 

France 2 .8 .8 98.8 

Jamaican 2 .8 .8 99.6 

Austrian 1 .4 .4 100.0 

Total 246 100.0 100.0  
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3.10  Data analysis 

 

There are many computer software packages for the analysis of quantitative data. 

Statistical Package for the Social Sciences (SPSS) and MS Excel are the widely used 

software packages to analyze such data. In this study these two packages specifically 

MS Excel 2010 and SPSS version 20 are used for data analysis. The data from the 

questioner are recorded to an Excel and then transferred to the Statistical Package for 

the SPSS for analysis. SPSS version 20 was used to process and perform the required 

analyses. The gap between expectations and perceptions of customers about hotel 

service quality have been tested by using paired sample T-test. In order to determine whether 

there are any significant differences in the satisfaction level on the five hotel service dimensions on the 

ground of respondents’ nationality and age group one way analysis of variance (ANOVA) is done on 

SPSS. In order to analyze the relationship between customer satisfaction and the five 

service dimensions correlation analysis have done. After correlation analysis is done 

linear regression analysis is done in order to test the effects of each five hotel service 

dimensions on the overall customer satisfaction.  

The methodology used to analyze the hotel business in Bahir Dar city uses the most 

widely used analysis methods namely SWOT analysis (Strengths, Weaknesses, 

Opportunities and Treats).  
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CHAPTER FOUR 

RESULTS AND DISCUSSION 

 

4.1 Introduction 

 

This study was designed to determine if any significant differences existed between 

the levels of satisfaction of customers on the services delivered by hotels. This chapter 

presents the data collected through the designed questionnaire and the findings based 

on those data. The methodology in Chapter 3 explained the use of a service quality 

measurement instruments called SERVQUAL and its relationship with the other 

instruments. The chapter also explained that a total of 246 randomly selected samples 

are asked to respond for the questioner containing 22 items.  

The Ethiopian standard for hotels grading requirements and classification have been 

published by the Ethiopian Standards Agency on 28/05/2015. This standard aims on 

specifying the method of rating for the classification/grading of hotels including 

evaluation criteria for their assessment. It has two sections and 12 assessment forms. 

The first section deals about the basic standards/criteria that constitute the hotel. This 

sections contains four evaluation forms related to exterior of buildings, bed rooms, 

bathrooms, and public areas. The second section contains eight specific criteria related 

to bar and dining facilities, kitchen, housekeeping and maintenance, general service and 

service, additional facilities, sustainability, safety and security and staff facilities and 

training.  The sum of indicative core for each evaluation forms are shown below.   
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4.2 Reliability of data 

 

Reliability refer to the degree of variable error in a measurement. Reliability is 

defined as the extent to which a measurement is free of variable errors. Cronbach’s 

Alpha is one of the most commonly used statistical techniques to estimate internal 

consistency reliability. Cronbach’s Alpha is used to measure the internal consistency of 

the SERVQUAL items; that is, whether the items within the model measure the same 

thing or not. The closer the alpha is to 1.0, the greater the internal consistency of items 

in the model. The minimum acceptable value of Cronbach’s Alpha for the reliability of 

the model is 0.5.  

In this study, the total reliability scale is 0.810 and this is an indication that the items 

of the five service dimensions of SERVQUAL model are accepted for further analysis. 

Cronbach’s Alpha values were also used to determine both the customer’s exceptions 

and perceptions about hotel services. The Cronbach’s Alpha value for all expectations 

is 0.767 and the Cronbach’s Alpha value for all the perceptions is 0.80. The internal 

consistency of both expectations and perceptions were analyzed with Cronbach’s Alpha 

and the results were satisfactorily.  

Table 7: Reliability test result 

Cronbach's Alpha No of Items 

0.810 44 

 

4.3 Customers’ perception and expectation 

The SERVQUAL model is used to assess consumers’ expectations and perceptions 

gap about hotel service quality provided by hotels in Bahir Dar. Customer’s 

expectations and perceptions are measured by using a 5-point Likert scale to rate their 

level of agreement or disagreement (1-strongly disagree and 5- strongly agree), on 

which the higher numbers indicate higher level of expectation or perceptions. Based on 

the past experiences and information received about hotel services customers will have 

their own expectations. Perceptions are based on the actual service they perceive from 

actual hotels they belong. The gap between customer’s perceptions and expectations 

about each hotel service attributes is defined as Q= P – E  where Q represents perceived 

quality along the specific hotel service attribute and P and E are the ratings on the 

corresponding perception and expectation statements, respectively Parasuraman et al., 
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(1988). The possible range of perceived quality scores from -4 to +4 (-4 stands for very 

dissatisfied and +4 means very satisfied) are expected from this gap analysis. The 

negative value of this gap score indicates the dissatisfaction of customers. In order to 

increase perceived quality and maximize customer satisfaction maximize this positive 

gap score.  

Table 8: Service Quality Gap between Customer’s Expectation and perception 
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n % Mean Std. Mean Std. 

T
an

g
ib

le
s The Hotel has modern looking equipment 134 54% 2.610 0.84 3.041 0.68 -0.43 

The physical facilities in hotels are  visually appealing 132 54% 2.585 0.91 2.992 0.79 -0.41 

Employees at hotels are neat appearing 132 54% 2.695 0.82 3.049 0.78 -0.35 

Materials associated with the service are visually appealing  136 55% 2.573 0.91 2.988 0.71 -0.41 

R
el

ia
b

ili
ty

 

When hotels promise to do something by a certain time, they 

do. 
165 67% 

2.955 0.77 2.894 0.69 0.06 

When a customer has a problem, hotels will show a sincere 

interest in solving it. 
192 78% 

2.923 0.80 2.695 0.67 0.23 

Hotels will provide the service right the first time. 179 73% 3.081 0.85 2.837 0.75 0.24 

Hotels will provide the service at the time they promise to do 

so.     
183 74% 

2.996 0.85 2.720 0.79 0.28 

Hotels will insist on error free records 132 54% 2.667 0.80 2.992 0.80 -0.33 

R
es

p
o

n
si

ve
n

es
s Employees of hotels will tell customers exactly when services 

will be performed 
132 54% 

2.695 0.80 3.098 0.75 -0.40 

Employees of hotels will give prompt service to customers. 134 54% 2.764 0.96 3.102 0.72 -0.34 

Employees of hotels will always be willing to help customers. 131 53% 2.695 0.93 3.122 0.76 -0.43 

Employees of hotels will never be too busy to respond to 

customers’ requests 
133 54% 

2.728 0.92 3.122 0.77 -0.39 

A
ss

u
ra

n
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The behavior of employees in hotels will instill confidence in 

customers. 
117 48% 

2.301 1.01 2.846 0.75 -0.54 

Customers of hotels will feel safe in transactions. 135 55% 2.630 0.93 3.012 0.89 -0.38 

Employees of hotels will be consistently courteous with 

customers. 
121 49% 

2.610 0.89 3.049 0.94 -0.44 

Employees of hotels will have the knowledge to answer 

customers’ questions. 
136 55% 

2.703 0.91 3.081 0.80 -0.38 

E
m

p
at

h
y 

Hotels will give customers individual attention 185 75% 2.976 0.78 2.805 0.68 0.17 

Excellent hotels will have operating hours convenient to all 

their customers 
155 63% 

2.801 0.92 2.878 0.72 -0.08 

Hotels will have employees who give customers personal 

attention. 
176 72% 

2.955 0.89 2.862 0.73 0.09 

Hotels will have their customer’s best interests at heart. 177 72% 3.150 0.75 2.927 0.82 0.22 

The employees of excellent hotels will understand the specific 

needs of their customers. 
155 63% 

2.707 0.91 2.866 0.70 -0.16 
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 Table 8 shown SERVQUAL scores in the expectation perception gap presented in 

the five hotel service quality dimensions. These dimensions include Tangibles, 

Reliability, Responsiveness, Assurance and Empathy. Each service dimensions have 

their own 22 specific service items. According to Parasuraman et al., (1988)  the 

information on service quality gaps can help managers diagnose where performance 

improvement can best be targeted. Expected values and the perceived values were 

measured using 5 point likert scale against each individual items. The higher number 

in the likert scale means indicates higher level of expectation or perception. 

Theoretically customers expect more from the organizations than they perceive in 

general. Due to the high expectation of customers from organizations, the result of gap 

score is negative in most cases. Negative score means that the customer was not 

satisfied and it states that there should be some improvement in the customer services. 

 

 

Figure 3; Expectation-perception chart 

Generally, we can understand that hotel customers have more expectations than 

perceptions. From Table 8 and Figure 4, it is observed that only 7 hotel service items 

exceed customer’s expectations. In most cases, when perceptions meet expectations, 

the gap score value is lower and it is considered as that service quality is satisfactory. 

But when customer’s perception are below the customer’s expectation as the rest of 15 

items, the gap score value is high and service quality is dissatisfactory. The hotel service 

item with the highest negative gap needs the priority for performance improvement.  
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To elaborate the difference between respondents’ expectations and perceptions 

paired-sample T-test have done by using SPSS software. The paired T-test presents the 

relationship between expectations and perceptions about an item.  

Table 9: Paired sample T-test 

Pairs of 

Expectations and 

Perceptions  

Items Description t Sig. 

Pair 1 E1 - P1 The Hotel has modern looking equipment 4.613 .000 

Pair 2 E2 - P2 The physical facilities in hotels are  visually appealing 3.196 .002 

Pair 3 E3 - P3 Employees at hotels are neat appearing 3.211 .001 

Pair 4 E4 - P4 Materials associated with the service are visually appealing at the hotel  2.909 .004 

Pair 5 E5 - P5 When hotels promise to do something by a certain time, they do. 1.661 .098 

Pair 6 E6 - P6 When a customer has a problem, hotels will show a sincere interest in solving 

it. 

-2.056 .041 

Pair 7 E7 - P7 Hotels will provide the service right the first time. -.790 .430 

Pair 8 E8 - P8 Hotels will provide the service at the time they promise to do so.     -1.375 .171 

Pair 9 E9 - P9 Hotels will insist on error free records 4.445 .000 

Pair 10 E10 - P10 Employees of hotels will tell customers exactly when services will be 

performed 

4.652 .000 

Pair 11 E11 - P11 Employees of hotels will give prompt service to customers. 2.874 .004 

Pair 12 E12 - P12 Employees of hotels will always be willing to help customers. 5.565 .000 

Pair 13 E13 - P13 Employees of hotels will never be too busy to respond to customers’ requests 5.437 .000 

Pair 14 E14 - P14 The behavior of employees in hotels will instill confidence in customers. 7.734 .000 

Pair 15 E15 - P15 Customers of hotels will feel safe in transactions. 4.438 .000 

Pair 16 E16 - P16 Employees of hotels will be consistently courteous with customers. 4.110 .000 

Pair 17 E17 - P17 Employees of hotels will have the knowledge to answer customers’ questions. 5.020 .000 

Pair 18 E18 - P18 Hotels will give customers individual attention -2.636 .009 

Pair 19 E19 - P19 Excellent hotels will have operating hours convenient to all their customers 1.067 .287 

Pair 20 E20 - P20 Hotels will have employees who give customers personal attention. -1.337 .183 

Pair 21 E21 - P21 Hotels will have their customer’s best interests at heart. -3.065 .002 

Pair 22 E22 - P22 The employees of excellent hotels will understand the specific needs of their 

customers. 

2.298 .022 

 

The results of the paired sample T-test on the expectations and perceptions of 22 

service quality items indicates that most of the items have significance value (P) below 

0.05. This indicates the existence of significant difference in expectations and perceptions. 

The existence of difference mean the existence of service quality gap (satisfaction or 

dissatisfaction). But, items under the Reliability and Empathy dimensions have P value 

above 0.05. These values indicate that there is a similarity in customers’ expectation and 

perception. These similarities between expectation and perception in the items of the two 

dimensions indicate equality of values and hotels hence have meet customers’ expectations. 
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4.3.1 Customer satisfaction on the five hotel service dimensions 

Based on the adopted hotel service quality measurement tool, i.e., SERVQUAL, 

service quality consists of five most important dimensions. Similarly, hotel service have 

five quality dimensions. These are Tangibles, Reliability, Responsiveness, Assurance 

and Empathy. The following figure shows the relationship between service quality and 

customer satisfaction based on SERVQUAL five service quality dimensions.  

 

Figure 4: Service Quality Dimensions (From Parasuraman et al., (1985))  

The findings of the hotel service quality of each five dimensions are presented as 

follows; 

Tangibles 

Tangibles refer to the factors which represents the physical features of hotels. They 

are important for hotel business as tangibles make the indelible first impression during 

face to face contact between the customer and hotels. Impressive tangibles fill the 

customers with confidence that they are dealing with the hotel where their service 

consumptions are safe and secure. Examples of tangible factors are the use of new 

technology and equipment, modern amenities and physical facilities for customers 

within each rooms, pleasant and clean appearance of hotel personnel, and above all the 

physical features of the hotel building and inner layout which presents an ambience 
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attractive and appealing to customers. According to Ethiopian hotel grading standard 

clean, neat and appropriately uniform dress for the staff with name-tags are mandatory 

for all star hotels. 

Thus, tangibles should always be appealing in the hotel business. They form an 

important dimension in the perception of customers with regard to the service quality 

availed by them from hotels. 

Table 10: Customer Satisfaction on tangibles 

Service Quality Items 
Perception  Expectation GAP 

Score 

Avg. 

Gap 

Score Mean Std. Mean Std. 

The Hotel has modern looking equipment 2.610 0.84 3.041 0.68 -0.43* 

-0.40 

The physical facilities in hotels are  visually appealing 2.585 0.91 2.992 0.79 -0.41 

Employees at hotels are neat appearing 2.695* 0.82 3.049* 0.78 -0.35 

Materials associated with the service are visually 

appealing at the hotel  2.573 0.91 2.988 0.71 -0.41 

 

From Table 10 we can understand that the highest expectation (3.049) and perception 

(2.695) on tangibles dimension are observed on the employees of hotels are neat, 

attractive and clean’. But the highest gap on the Tangibles dimension is observed on 

the first quality item. This gap (-0.43) indicates that customers are not satisfied with 

hotels’ equipment.  Customers need the hotels to have modern looking equipment, 

furniture, electronic appliances, curtains and window coverings etc. according to the 

Ethiopian hotels grading and classification standard hotels with excellent furniture, 

electronic appliances curtains and window coverings will get 102 points. When hotels 

are able to have excellent and modern looking equipment in every bed rooms, bar, 

dining rooms and other areas they can satisfy their customers. 

Reliability 

The reliability dimension refers to the ability of hotel and hotel staff to provide 

services dependably honestly, sincerely, timely, satisfactorily and accurately as per the 

customers’ expectations. Reliable service performance has to meet customers’ 

expectation. Promised service must be accomplished at the promised time, every time, 

in the same manner and without errors. When a customer has a problem, hotels should 

show a sincere interest in solving it. Most importantly, reliability perception should aim 

at inculcating in customers’ mind the belief that all transactions and recording tasks 

performed by hotels are done error free, accurately and dependably. According to 

Ethiopian hotel grading standard an order should be delivered correctly, no items wrong 
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or missed with in maximum delay of 30 minutes. These and other related criteria are 

worth of 15 points. The level of customers’ satisfaction with hotel service quality in the 

reliability dimension is as shown in Table 11; 

Table 11: Customers Satisfaction on Reliability 

Service Quality Statements 
Perception  Expectation GAP 

Score 

Avg. 

Gap 

Score Mean Std. Mean Std. 

When hotels promise to do something by a certain time, 

they do. 2.955 0.77 2.894 0.69 0.06 

0.10 

When a customer has a problem, hotels will show a 

sincere interest in solving it. 2.923 0.80 2.695 0.67 0.23 

Hotels will provide the service right the first time. 3.081* 0.85 2.837 0.75 0.24 

Hotels will provide the service at the time they promise 

to do so.     2.996 0.85 2.720 0.79 0.28 

Hotels will insist on error free records 2.667 0.80 2.992* 0.80 -0.33* 

 

The highest expectation on the reliability dimension is high (2.992) at the item that 

hotel customers expect to get an error free recording system. Hotel customers are 

satisfied with all items of the Reliability dimension except for this item. These gap 

might be the result of failure of hotels to take and provide all the necessary information 

in booking, reservation, check-in and check-out processes. On this item, Ethiopian hotel 

grading standard have made professional computerized reservation system mandatory 

for three and above star rated hotels. This mandatory criteria will increase customers’ 

satisfaction in Bahir Dar hotels. The highest perception value is on the hotels should 

provide right at the first time (3.081).  

Responsiveness 

The responsiveness dimension involves hotels’ and their staff attention, action and 

willingness to help customers, solve problems and provide prompt services. It is 

essential that hotel staff always be willing and able to take actions to provide prompt 

service, resolve grievances and meet customers’ expectation. When hotels lack 

responsiveness in their day to day interactions with customers will tend to shift 

themselves to other hotels. 

The hotel quality item that have the highest expectation value are ‘Employees of 

hotels will always be willing to help customers’ and ‘Employees of hotels will never 

be too busy to respond to customers’ requests’. The item at which most customers 

actually perceive is that ‘Employees of hotels will give prompt service to customers’. 
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Table 12: Customer Satisfaction on Responsiveness 

Service Quality Statements 
Perception  Expectation GAP 

Score 

Avg. 

Gap 

Score Mean Std. Mean Std. 

Employees of hotels will tell customers exactly when 

services will be performed 2.695 0.80 3.098 0.75 -0.40 

-0.39 

Employees of hotels will give prompt service to 

customers. 2.764* 0.96 3.102 0.72 -0.34 

Employees of hotels will always be willing to help 

customers. 2.695 0.93 3.122* 0.76 -0.43* 

Employees of hotels will never be too busy to respond to 

customers’ requests 2.728 0.92 3.122* 0.77 -0.39 

 

From this dimension the item which shows the largest or highest level of 

dissatisfaction (-0.43) is related to the willingness of employees to help customers. This 

dissatisfaction may be due to the absence of staff members in all positions displaying 

friendly and helpful behavior and willingness to assist customers in any situation. Staff 

members should pay extra attention at check-in, during meals and at check-out as to 

make sure whether anything else can be done to make customers satisfied and their stay 

more enjoyable. As per Ethiopian hotel grading standard, failure of hotels to satisfy this 

item will result loss of maximum of 20 points. Generally, Bahir Dar hotel customers 

are not satisfied with ‘Responsiveness’ dimension. 

Assurance 

The assurance dimension refers to the knowledge and courtesy of employees and 

their ability to inspire trust and confidence including competence, courtesy, credibility 

and security.  This dimension includes factors such as trust and confidence on 

employees, safety of transactions, providing information to customers etc.  For the 

safety of customers’ transactions reservations and bookings should be confirmed by 

letter, fax, e -mail or text message and they should be given enough information about 

the available facilities with their location, food and beverages with their price and meal 

times etc.  

Based on the quality dimensions gap score, Assurance has the largest negative 

SERVQUAL gap scores (-0.54). 24/7 availability of skilled maintenance workers 

knowledge of staff about food and beverage types and recommendations provided to 

customers on best match of food and drinks will help employees to instill confidence 

on their customers. Employees who give wrong and unexplained bills and unable to 

manage some forms of payments will make customers have less confidence on them 
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and dissatisfied. Hotels with such types of staff will loss 15 of the Ethiopian hotel 

grading standard. 

In other words, compared with other hotel service items, the behavior of employees 

in hotels does not instill confidence in customers. As a result of this high negative gap 

on this item  ‘Assurance’ dimension have the highest average negative gap score (-0.44)  

Table 13: Customers Satisfaction on Assurance 

Service Quality Statements 
Perception  Expectation GAP 

Score 

Avg. 

Gap 

Score Mean Std. Mean Std. 

The behavior of employees in hotels will instill 

confidence in customers. 2.301 1.01 2.846 0.75 -0.54* 

-0.44 

Customers of hotels will feel safe in transactions. 2.630 0.93 3.012 0.89 -0.38 

Employees of hotels will be consistently courteous 

with customers. 2.610 0.89 3.049 0.94 -0.44 

Employees of hotels will have the knowledge to 

answer customers’ questions. 2.703* 0.91 3.081 0.80 -0.38 

 

Empathy 

The empathy dimension represents the provision of caring and individualized 

attention to customers including access or approachability and ease of contact, effective 

communication, and understanding of the customers’ feelings. The attitude to give 

individual consideration and priority attention with convenient operating hours are what 

customers expect from hotels and their employees. According to the Ethiopian hotel 

grading standard the availability of room service is mandatory requirement for 3, 4 and 

5 Star hotels. 

Table 14: Customer Satisfaction on Empathy 

Service Quality Statements 
Perception  Expectation 

GAP 

Score 

Avg. 

Gap 

Score Mean Std. Mean Std. 

Hotels will give customers individual attention 2.976 0.78 2.805 0.68 0.17 

0.05 

Excellent hotels will have operating hours convenient 

to all their customers 2.801 0.92 2.878 0.72 -0.08 

Hotels will have employees who give customers 

personal attention. 2.955 0.89 2.862 0.73 0.09 

Hotels will have their customer’s best interests at heart. 3.150* 0.75 2.927* 0.82 0.22* 

The employees of excellent hotels will understand the 

specific needs of their customers. 2.707 0.91 2.866 0.70 -0.16 

 

In this hotel service quality dimension, the quality item that has the highest 

expectation and perception is ‘Hotels will have their customer’s best interests at heart’. 

The expectation value is 2.927 and the perception value is 3.15. These tow values of 



40 

 

perception and expectation makes the overall customer satisfaction on the item to be 

0.22. Inability of hotels to understand the specific needs of their customers makes 

customers to be dissatisfied. Customers should be asked if they have enjoyed their stay 

and if there was anything that did not meet their expectations. Customers also should be 

asked if they would like to be kept up to date with any future specials or special events. 

If hotels can apply these feedback mechanisms they will be able to understand what the 

specific needs of their customers are.  

4.3.2 Customer satisfaction based on demographic data 

Table 15: Satisfaction level based on respondents' gender 

Dimensions 
Gender 

Total 
Sub-

Total Male Female 

Tangibles 

Satisfied 
Count 66 32 98 

246 
% 37.1% 47.1% 39.8% 

Not satisfied 
Count 112 36 148 

% 62.9% 52.9% 60.2% 

Reliability 

Satisfied 
Count 119 46 165 

246 
% 66.9% 67.6% 67.1% 

Not satisfied 
Count 59 22 81 

% 33.1% 32.4% 32.9% 

Responsiveness 

Satisfied 
Count 66 22 88 

246 
% 37.1% 32.4% 35.8% 

Not satisfied 
Count 112 46 158 

% 62.9% 67.6% 64.2% 

Assurance 

Satisfied 
Count 61 22 83 

246 
% 34.3% 32.4% 33.7% 

Not satisfied 
Count 117 46 163 

% 65.7% 67.6% 66.3% 

Empathy 

Satisfied 
Count 88 28 116 

246 % 49.4% 41.2% 47.2% 

Not satisfied 
Count 90 40 130 

% 50.6% 58.8% 52.8% 

Overall 

Satisfied 
Count 51 20 71 

246 
% 28.7% 29.4% 28.9% 

Not satisfied 
Count 127 48 175 

% 71.3% 70.6% 71.1% 
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The overall customers’ satisfaction/dissatisfaction analysis have been conducted 

using T test and cross-tabulation analysis by using SPSS. These analyses have done 

based on the respondents’ demographic characteristics. The demographic characteristics 

included in this study are gender, age and nationality. 

According to the results of Table 15, most of respondents of both genders are not 

satisfied with the five hotel service dimensions. But for ‘Reliability’ dimension the 

number of satisfied respondents of both gender are higher. Generally from the result of 

the above table we can understand that there is no difference in the satisfaction level of 

the five hotel service quality dimension on the ground of respondents’ gender. To 

elaborate this fact independent sample T-test have done on SPSS. The results of the test 

are shown below. 

Table 16: Independent sample T-test 

Dimensions 
Male Female 

t 
Sig. 

(p) Mean Std. Mean Std. 

Tangible -0.295 0.616 -0.151 0.575 -1.672 0.96 

Reliability  -0.027 0.487 0.029 0.374 -0.862 0.38 

Responsiveness  -0.332 0.653 -0.364 0.630 0.352 0.73 

Assurance  -0.330 0.552 -0.364 0.577 0.426 0.68 

Empathy  -0.081 0.586 -0.197 0.636 1.317 0.19 

 

Table 16 shows the results of independent samples T-test used to access the difference 

with perception of customers towards the five dimension of hotel service quality on the 

ground of gender. Based on the test result, all the sig. values are greater than 0.05 (95 

Percent Confidence Internal).  Therefore, there is no difference in the satisfaction of male 

and female about the five hotel service dimensions on the ground of respondents' gender. 

(Hypothesis 3).  
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Table 17: Satisfaction level based on respondents' nationality 

Dimensions 
Nationality 

Total 
Ethiopian German Austrian Swedish Sudanese American Dutch France Indian Chinese British Jamaican 

Tangibles 

Satisfied 
Count 76 1 0 0 7 8 1 1 1 0 3 0 98 

%  39.0% 33.3% 0.0% 0.0% 53.8% 61.5% 50.0% 50.0% 33.3% 0.0% 42.9% 0.0% 39.8% 

Not 

satisfied 

Count 119 2 1 3 6 5 1 1 2 2 4 2 148 

% 61.0% 66.7% 100.0% 100.0% 46.2% 38.5% 50.0% 50.0% 66.7% 100.0% 57.1% 100.0% 60.2% 

Reliability 

Satisfied 
Count 129 3 0 3 8 11 2 1 2 2 3 1 165 

%  66.2% 100.0% 0.0% 100.0% 61.5% 84.6% 100.0% 50.0% 66.7% 100.0% 42.9% 50.0% 67.1% 

Not 

satisfied 

Count 66 0 1 0 5 2 0 1 1 0 4 1 81 

% 33.8% 0.0% 100.0% 0.0% 38.5% 15.4% 0.0% 50.0% 33.3% 0.0% 57.1% 50.0% 32.9% 

Responsiv

eness 

Satisfied 
Count 71 0 0 3 4 4 2 0 1 1 1 1 88 

%  36.4% 0.0% 0.0% 100.0% 30.8% 30.8% 100.0% 0.0% 33.3% 50.0% 14.3% 50.0% 35.8% 

Not 

satisfied 

Count 124 3 1 0 9 9 0 2 2 1 6 1 158 

% 63.6% 100.0% 100.0% 0.0% 69.2% 69.2% 0.0% 100.0% 66.7% 50.0% 85.7% 50.0% 64.2% 

Assurance 

Satisfied 
Count 65 1 0 1 7 5 2 0 1 1 0 0 83 

%  33.3% 33.3% 0.0% 33.3% 53.8% 38.5% 100.0% 0.0% 33.3% 50.0% 0.0% 0.0% 33.7% 

Not 

satisfied 

Count 130 2 1 2 6 8 0 2 2 1 7 2 163 

% 66.7% 66.7% 100.0% 66.7% 46.2% 61.5% 0.0% 100.0% 66.7% 50.0% 

100.0

% 100.0% 66.3% 

Empathy 

Satisfied 
Count 91 1 1 1 7 4 2 2 3 1 3 0 116 

%  46.7% 33.3% 100.0% 33.3% 53.8% 30.8% 100.0% 100.0% 

100.0

% 50.0% 42.9% 0.0% 47.2% 

Not 

satisfied 

Count 104 2 0 2 6 9 0 0 0 1 4 2 130 

% 53.3% 66.7% 0.0% 66.7% 46.2% 69.2% 0.0% 0.0% 0.0% 50.0% 57.1% 100.0% 52.8% 

Overall  

Satisfied 
Count 53 1 0 1 6 4 2 0 2 1 1 0 71 

%  27.2% 33.3% 0.0% 33.3% 46.2% 30.8% 100.0% 0.0% 66.7% 50.0% 14.3% 0.0% 28.9% 

Not 

satisfied 

Count 142 2 1 2 7 9 0 2 1 1 6 2 175 

% 72.8% 66.7% 100.0% 66.7% 53.8% 69.2% 0.0% 100.0% 33.3% 50.0% 85.7% 100.0% 71.1% 

 



43 

 

Table 18: One way ANOVA test on service dimensions and customers' nationality 

 Sum of 

Squares 

df Mean 

Square 

F Sig. 

Tangibles 

Between Groups 2.192 11 .199 .529 .883 

Within Groups 88.114 234 .377   

Total 90.306 245    

Reliability 

Between Groups 2.787 11 .253 1.217 .276 

Within Groups 48.701 234 .208   

Total 51.488 245    

Responsiveness 

Between Groups 5.105 11 .464 1.119 .347 

Within Groups 97.070 234 .415   

Total 102.175 245    

Assurance 

Between Groups 2.035 11 .185 .583 .842 

Within Groups 74.247 234 .317   

Total 76.283 245    

Empathy 

Between Groups 2.628 11 .239 .796 .644 

Within Groups 70.187 234 .300   

Total 72.815 245    

 

 From the result of one way ANOVA test on the five service dimensions and respondents’ 

nationality, all the significance values (P) are greater than 0.05 indicating there is no 

difference on the respondent’ satisfaction level  on the ground of their nationality.  

Based on the results of one way ANOVA test shown below, all the significant values are 

greater than 0.05. Therefore, we can say that there is no difference on the satisfaction level 

of respondents on the five hotel service dimensions on the ground of their age group. 

(Hypothesis 2) 

Table 19: Comparison of satisfaction difference between respondents' age group 

Dimensions 
18 - 23 24 - 29 30 - 35 36 - 40 40 + Sig. 

(p) Mean Std. Mean Std. Mean Std. Mean Std. Mean Std. 

Tangible 0.063 0.563 -0.171 0.576 -0.259 0.694 -0.348 0.541 -0.245 0.557 0.354 

Reliability  0.000 0.501 0.037 0.413 -0.007 0.412 -0.069 0.448 0.015 0.565 0.809 

Responsiveness  -0.594 0.462 -0.237 0.639 -0.399 0.653 -0.336 0.683 -0.288 0.617 0.522 

Assurance  -0.219 0.432 -0.336 0.561 -0.283 0.525 -0.395 0.589 -0.385 0.593 0.701 

Empathy  -0.150 0.298 -0.147 0.550 -0.105 0.619 -0.059 0.638 -0.162 0.610 0.909 
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Table 20: Satisfaction level based on respondents' age 

Dimensions 

Age 

Total 18-23 24-29 30-35 36-40 40+ 

Tangibles 
Satisfied 

Count 4 19 32 20 23 98 

% 50.0% 50.0% 38.1% 31.2% 44.2% 39.8% 

Not satisfied 

Count 4 19 52 44 29 148 

% 50.00% 50.00% 61.90% 68.80% 55.80% 60.20% 

Reliability 
Satisfied 

Count 4 28 57 40 36 165 

% 50.00% 73.70% 67.90% 62.50% 69.20% 67.10% 

Not satisfied 

Count 4 10 27 24 16 81 

% 50.00% 26.30% 32.10% 37.50% 30.80% 32.90% 

Responsiveness 
Satisfied 

Count 0 16 26 24 22 88 

% 0.00% 42.10% 31.00% 37.50% 42.30% 35.80% 

Not satisfied 

Count 8 22 58 40 30 158 

% 100.00% 57.90% 69.00% 62.50% 57.70% 64.20% 

Assurance 
Satisfied 

Count 3 14 30 18 18 83 

% 37.50% 36.80% 35.70% 28.10% 34.60% 33.70% 

Not satisfied 

Count 5 24 54 46 34 163 

% 62.50% 63.20% 64.30% 71.90% 65.40% 66.30% 

Empathy Satisfied 

Count 3 20 42 29 22 116 

% 37.50% 52.60% 50.00% 45.30% 42.30% 47.20% 

Not satisfied 

Count 5 18 42 35 30 130 

% 62.50% 47.40% 50.00% 54.70% 57.70% 52.80% 

Overall  
Satisfied 

Count 3 16 21 15 16 71 

% 37.50% 42.10% 25.00% 23.40% 30.80% 28.90% 

Not satisfied 

Count 5 22 63 49 36 175 

% 62.50% 57.90% 75.00% 76.60% 69.20% 71.10% 

 

4.3.3 Overal Expectation –Perceprion gap analysis 

Table 20 shows that the overall customers’ expectation towards the five hotel service 

dimensions is at a high level (2.964). The result of customers’ expectation from the 

‘Responsiveness’ dimension was at the highest level (3.111), followed by ‘Tangibles’ 

(3.017), ‘Assurance’ (2.997), ‘Empathy’ (2.867) and ‘Reliability’ (2.828). 
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The result of customers’ overall perception about the five hotel service dimensions was 

at the highest level and is 2.748. Most of the customers are perceived from the ‘Reliability’ 

dimension at the highest level (2.924) followed by ‘Empathy’ (2.918), ‘Responsiveness’ 

(2.721), ‘Tangibles’ (2.616) and ‘Assurance’ (2.561). 

The gap between customer’s perceptions and expectations about each hotel service 

attributes Q is defined as the deference between the mean perception P and mean expectation 

E. The overall mean expectation is found to be 2.964 and the overall mean perception value 

is 2.748. Therefore, the total gap is; 

Q = P – E = 2.748 – 2.964 = - 0.216 

The above model shows that the gap exists between customers’ expectation and 

perception in the content of hotel service quality in Bahir Dar city. Negative sigh of the 

overall gap score indicates that customers’ expectations are greater than the actual 

perceptions-customers are dissatisfied. 

Table 21: Overall mean score of customers’ expectations and perception 

Dimensions 
Perception Expectation GAP 

Score Mean Std. Mean Std. 

Average Tangible score 2.616 0.055 3.017 0.032 -0.401 

Average Reliability score 2.924* 0.156 2.828 0.123 0.097 

Average Responsiveness score 2.721 0.033 3.111* 0.013 -0.390 

Average Assurance score 2.561 0.178 2.997 0.105 -0.436* 

Average Empathy score 2.918 0.171 2.867 0.044 0.050 

Overall mean Score 2.748 0.119 2.964 0.063 -0.216 

 

Figure 6 bellow shows the number of respondents who are satisfied/dissatisfied with the 

five hotel service quality dimensions. It should be noted that the number of satisfied 

respondents is different from the level of respondents’ satisfaction level. The number of 

satisfied respondents’ refers those respondents whose gap score (P – E) about an item is 

positive. These positive gap scores are in the range of 0 – 4. Respondents with a gap score 

0 and 4 are treated as satisfied but the level of their satisfaction are quite different. The 

satisfaction level of a respondent with a gap score of 4 about an item is more satisfied than 

a respondent with a gap score of 0 about the same item.  
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Table 22: Correlation Test coefficients 

 Tangibles Reliability Responsiveness Assurance Empathy Customer 

Satisfaction 

Tangibles 

Pearson 

Correlation 
1 .321** .254** .287** .217** .564** 

Sig. (2-tailed)  .000 .000 .000 .001 .000 

N 246 246 246 246 246 246 

Reliability 

Pearson 

Correlation 
.321** 1 .227** .256** .201** .465** 

Sig. (2-tailed) .000  .000 .000 .002 .000 

N 246 246 246 246 246 246 

Responsiveness 

Pearson 

Correlation 
.254** .227** 1 .263** .269** .527** 

Sig. (2-tailed) .000 .000  .000 .000 .000 

N 246 246 246 246 246 246 

Assurance 

Pearson 

Correlation 
.287** .256** .263** 1 .313** .503** 

Sig. (2-tailed) .000 .000 .000  .000 .000 

N 246 246 246 246 246 246 

Empathy 

Pearson 

Correlation 
.217** .201** .269** .313** 1 .511** 

Sig. (2-tailed) .001 .002 .000 .000  .000 

N 246 246 246 246 246 246 

Customer 

Satisfaction 

Pearson 

Correlation 
.564** .465** .527** .503** .511** 1 

Sig. (2-tailed) .000 .000 .000 .000 .000  

N 246 246 246 246 246 246 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

Pearson correlation coefficient values of the customer satisfaction with the five 

service dimensions are above 0.465 indicating there is a moderate positive relationship 

between the variables. In the correlation matrix, the significance values (P) are also 

shown. All these values are less than 0.05 indicating the relationship between the five 

dimensions and customer satisfaction is indeed significant and variables are related 

linearly.  

The next test after correlation analysis is linear regression analysis. This analysis 

tells about the effects or contributions of the five service quality dimensions on the 
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customer satisfaction and the relationship between them. Regression analysis also used 

as a predictive tool of the dependent variable.  

 

Table 23: Regression Test coefficients 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) 2.781 .058  47.717 .000*** 

Tangibles .598 .080 .314 7.516 .000*** 

Reliability .492 .104 .195 4.726 .000*** 

Responsiveness .495 .074 .277 6.736 .000*** 

Assurance .428 .087 .207 4.916 .000*** 

Empathy .560 .087 .264 6.407 .000*** 

*** p < .01 

 

The value from the regression analysis can be presented in a linear equation as 

follows 

YPredected = β0 + β1*x1 + β2*x2 + β3*x3 + β4*x4 + β5*x5 ………[3] 

Where β0 – β5 are the values from the standardized coefficients of Beta column 

and x1 – x5 are the independent/predictor variables (tangibles, reliability, 

responsiveness, assurance, and empathy).  

When we see the significance value of all independent variables, the values of P are 

less than 0.01. This value indicates that all the five dimension are highly significant and 

related to the customer satisfaction. (Hypothesis 4). These five service dimensions 

determine and contribute to the prediction of the customer satisfaction level. However 

their individual effect on customer satisfaction is not same. Magnitudes of coefficients 

from the regression analysis determines their relative effect. The coefficient of 

Tangibles dimension is 0.314. This coefficient value is higher compared to the 

coefficients the other four dimensions. For each increment of customer satisfaction, 

0.314 increment in tangibles dimension is necessary. This means customers are given 

more concern for physical facilities of hotels to get more satisfied. The second highest 

contributor dimension on the customer satisfaction is the Responsiveness. It contributes 

0.277. Empathy Assurance and Reliability contribute 0.264, 0.207 and 0.195 on the 

customer satisfaction, respectively. Generally, the regression analysis model can be 

presented in the equation as follows. 
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4.4 Identification of service improvement areas to design and develop  

Service design areas and customer’s requirements for the design and development of 

wide range of services can be identified by integrating Quality Function Deployment 

(QFD) with SERVQUAL model. QFD is a comprehensive quality system aimed 

specifically at satisfying the customer (A.A. Bolar et al. (2017) Davood and Javad 

(2012), Glenn (1993).). The QFD technique provides a better understanding of 

customers’ expectations or ““voice of the customer” and to translate these expectations 

into appropriate service specifications or “HOWs” and perform existing process 

assessment to maximize customer satisfaction (Hatice et al., 2013). QFD method is 

originally stemming from product development but it is also a suitable means to support 

the development of a wide range of services Aysun and Ali, (2008). 

Quality Function Deployment (QFD) which is a systematic technique for designing 

services or products that are based on customers' expectations has been used 

successfully in almost all industries. Implementation of QFD made the process of new 

product development more reliable, easy and efficient for world’s top notch companies. 

Recently several researchers are integrating QFD with SERVQUAL in many different 

ways in the hospitality industry (Praveen and Devendra (2014), Davood and Javad, 

(2012), Aysun and Ali, (2008)).  

The first phase in the implementation of the Quality Function Deployment process 

involves the construction of a core matrix framework, called the House of Quality 

(HoQ). It is basically a diagram resembling house showing relationship between 

customer desires and firm’s capabilities Sanchit and Vivek, (2015). The construction 

process of House of Quality have the following steps; 

1. Identifying customer needs/expectations (WHATs) at the left wing 

2. Prioritizing/ranking of customer expectations and performing a customer 

competitive evaluation at the right wing 

3. Identifying service design characteristics/requirements (HOWs) bellow the roof 

4. Establishing relationships between the WHATs and HOWs at the center of the 

matrix called relationship matrix  

5. Defining co-relationships between service design characteristics at the roof of 

the house 

6. Performing a technical competitive assessment at the floor of the house 
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,  

 

Figure 6. House of Quality 

Identifying customer needs/expectations (WHATs) 

In the first step of implementing QFD, it is essential to define the "WHATs" or 

“Voices of the customer”. This step is important to understand what the customers’ 

needs and expectations would be from hotels. Words used by the customers to describe 

their expectations are often referred to as the voice of the customer. Sources for 

determining customer expectations are focus groups, surveys, complaints, consultants, 

standards, and federal regulations. SERVQUAL is a widely used model to identify and 

understand the basic needs and requirements of customers from service providers as 

input for the construction of House of Quality (Sangeeta et al., (2004), Aysun and Ali, 

Service Design Characteristics (HOWs) 
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(2008), In Jae Cho, (2016), Hatice et al., (2013)). But it needs to be modified based on 

the hotel customers' needs, i.e. customized according to the expectations of the guests. 

In this study, the 22 hotel service quality items under five dimensions from 

SERVQUAL model are used as a tool for the voice of the customers.  

Customer competitive evaluation 

Customer competitive evaluation is the process of rating the products and services of 

hotels from the customer’s point of view. The evaluation shows the opinion and 

satisfaction of customers for a particular voice of customer Praveen and Devendra 

(2014). In this step, customers’ requirements are prioritized based on expectation values 

and the performance of hotels are assessed relative to expectations.  

Identification of service design characteristics/requirements (HOWs) 

In this step, technical requirements related to customer requirements are determined 

and explained. The technical requirements are attributes about the product or service of 

the organization that can be used to meet customer expectations in the competition. 

Technical requirements may include the existing requirements used by the organization 

to determine product and service specifications, however new measurements can be 

created to ensure that the product and services of the organization are meeting customer 

needs Sanchit and Vivek, (2015). To determine the requirements, experts from different 

departments should work together Hatice et al., (2013). For this study service design 

requirements are collected from Ethiopian Hotels Standard and the discussion with 

hotel managers and employees.  

Relationship matrix between Voices of Customers and Technical Requirements  

In this step the relationship between customer’s needs (WHATs) and technical 

requirements (HOWs) are established. The strength of relationships between each 

WHATs and HOWs are depicted by assigning 9 for strong relationship, 3 for moderate 

relationship and 1 for weak relationship. Each relationship values are multiplied with 

the need relative weight and summed up to give the absolute weight for each technical 

requirement as compared to guest needs. at the floor of the house (Praveen and 

Devendra (2014), Aysun and Ali, (2008), Glenn (1993)).  

Defining Co-relationship between Service design characteristics 

 In this step the degree of relationship between each pair of service design 

characteristics are determined by assigning different symbols at the roof of the house. 

These relationship matrix enables managers to see the effects of any design change in 
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one element to other elements Aysun and Ali, (2008). The following symbols are used 

to show the relationship between technical requirements. 

      -   Strong relationship                                      -   Moderate relationship 
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Assessment 
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2
.3

 

2
.6

 

2
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1 Employees always be willing to help customers.  9 1 3      1 1 3 0.62 4.8        

2 Employees never be too busy to respond to customers’ requests  9 9 3   3   1  3 0.62 4.8        

3 Employees will give prompt service to customers. 3  9 9      3  1 0.62 4.77        

4 Employees will tell customers when services will be performed 9 9 3    3   9  3 0.62 4.77        

5 Knowledge of employees to answer customers’ questions.  3  9      1 1  0.62 4.74        

6 Employees at hotels are neat appearing    3         0.61 4.69        

7 Employees consistently courteous with customers.  1 3         1 0.61 4.69        

8 The Hotel has modern looking equipment       3 1 9  9 3 0.61 4.68        

9 Customers of hotels will feel safe in transactions. 3 3 1 3  1      1 0.6 4.64        

10 The physical facilities in hotels are  visually appealing     3 1 9 9 9  3  0.6 4.6        

11 Hotels will insist on error free records 3 9  9      3 9  0.6 4.6        

12 Materials associated with the service are visually appealing        3 3 9  3 3 0.6 4.6        

13 Hotels will have their customer’s best interests at heart.  9 9   1 3 3  3   0.59 4.5        

14 When hotels promise to do something by a certain time, they do.  9 3 1 3 3    9 9 1 0.58 4.45        

15 Operating hours convenient to all customers 9 3   9        0.58 4.43        

16 Employees understand the specific needs of customers. 3  9 9  9 3 3 9   9 0.57 4.41        

17 Employees give customers personal attention. 3 9 3 3 3 3 3 3    3 0.57 4.4        

18 The behavior of employees instill confidence in customers.  3 9 9  1    3  9 0.57 4.38        

19 Hotels will provide the service right the first time. 9  3 3  3 3 3     0.57 4.37        

20 Hotels will give customers individual attention 3  9 9  3 3 3    3 0.56 4.32        

21 Hotels will provide the service at the time they promise to do so.     9 3 3 3 9  3 3  3 9  0.54 4.19        

22 When a customer has a problem hotels show interest in solving it.  3 3 3 9 3 1 1   3 3 0.54 4.15           

 Technical Absolute Importance weight 241.3 375.2 347.1 357.6 155.3 122.9 180.7 142.6 164.6 164.6 210.9 207.2        

 Technical Relative Importance weight 9.04 14.05 13.00 13.39 5.82 4.60 6.77 5.34 6.17 6.17 7.90 7.76        

 Rank 4 1 3 2 10 12 7 11 8 9 5 6        

Figure 7. House of quality for Hotel Service in Bahir Dar 
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Technical Competitive Assessment 

This is the final step in the construction of House of Quality. This step shows the 

strength and weakness of a particular company or competitor which can be improved by 

implementing the suitable methods to achieve the better satisfaction of customers. 

Technical characteristics are prioritized based on their weights of satisfying customer 

requirements. 

According to the relative weights of technical characteristics, “Handling Complaints” 

takes the first priority. Customer satisfaction and complaining behavior have negative 

and significant relationship, that is, the immediate result of increased customer 

satisfaction is decreased complaints Pardis and Alireza (2012). Whenever complaints 

are received from customers, management should take appropriate measures to solve 

problems (by asking apology, repairing broken or damaged facilities, etc.). The second 

technical characteristics that hotel managers should consider in their hotel service design 

is “Skilled and Qualified Employees”. Since there is frequent interaction between hotel 

customers and employees, having staff with greater performance and good behavior is 

important factor for customer satisfaction.  

4.5 Competitive Stratagy through service innovation and development 

Business strategy can be defined as an integrated set of acts aimed at securing a 

sustainable competitive advantage over competitors (David, 2013). Historically, 

innovative enterprisers lead all sorts of changes in the industries and business sectors. 

Similarly, in the hospitality industry, the means of competition intended to achieve 

competitive advantage in the market consists of various products and services in 

combination with its own resources and execution power.  (Kyung 2007). Innovations 

on processes make processes more or less capital intensive, increase or decrease 

economies of scale, change the proportion of fixed costs, increase or decrease vertical 

integration, affect the process of accumulating experience, and so on-all of which affect 

industry structure (Porter, 1980).  One of the advantage of a successful service 

innovation is to be or become, more competitive. (Ottenbacher, 2008).  

Nowadays in attempt to satisfy customers’ needs the competition in the hotel 

industry is growing. Every day, hotels are trying to develop and launch product and 

service strategies in order to find out the competitive advantages. To achieve these 

objectives, hotel management activities should aim at developing sustainable 





58 

 

Customer’s perception, internal capabilities and external environment are the factors 

in hotel service innovation and development. Internal capabilities deals about employee 

and management capabilities, knowledge, resources and processes for service innovation 

and development. Employees of hotels should use their competency and creativity to come 

up with new innovative ideas and present to top managers.  Well-trained employees who 

have multiple skills are significant for successful innovation.  

From the Management’s aspect, their managerial skills (leadership, motivation, 

decision making etc.) are the success factors for service innovation and development. 

Managers should give top strategic priority and support for service innovation and 

development. Managers should give equal attention to everyone’s ideas. They shouldn’t 

expect senior managers only to come up with all of the innovation ideas. Excellent 

communication among managers and employees will come up with many innovative 

ideas. To encourage these communication, managers can arrange formal and informal 

meetings and form teams. Moreover, they should utilize all resources of the hotel, such as, 

restaurant and kitchen facilities, ordered food raw materials and manpower for the purpose 

of innovation. 

The external environment consists of external stockholders and the broad environment. 

Major competitors and their market shares, customer perceived value and satisfaction, 

availability of substitutes for services or products are some of the factors that should be 

analyzed for successful service innovation and development. Information about what 

competitors are providing to their customers are essential for service innovation and 

development. 

The analysis of internal capabilities and external environment process begins with an 

analysis of hotel’s organizational strengths, weaknesses, opportunities, and threats or risks 

(known as SWOT analysis). This analysis is important strategic tool to craft, review and 

select strategies that (1) take advantage of organizational strengths and environmental 

opportunities or (2) neutralize or overcome organizational weaknesses and environmental 

threats. 

SWOT analysis of hotel business in Bahir Dar is done based on the following process. 

A. Identification of areas and things what hotels do well? 

B. Identification of areas and things hotels should improve and/or do well. 

C. Identification of opportunities available for the current and future competition. 

D. Identification of external threats for hoteliers. 
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service, creative advertising, better supplier relationships leading to better services, etc. 

some innovations are more effective on achieving product and service differentiation 

than competitors. Innovative products that are difficult to be imitated by other 

competitors within short time are more effective on achieving differentiation as a 

competitive advantage. The more difficult it is to imitate and duplicate innovative 

products and services, the greater its benefits and the longer the hotel can use it as a 

competitive advantage. The main attributes of products and services used by hotels to 

differentiate them from their competitors must have value for customers. Those unique 

attributes of products and services will help hotels to attract and retain their customers 

and build customer loyalty. Those unique and differentiated products and services can 

also be used to set higher prices and generate greater profit margin.  
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Appendex: Questionnaires 

I am Mr. Ibrahim, a Master degree student of Industrial Engineering at Bahir Dar Institute of 

Technology. I am carrying out a research study in assessing and improving service quality of 

resorts/hotels in Bahir Dar, Ethiopia. I will be very happy if you could help me by answering 

the following questions.  

Your Name (Optional)…………………………Sex ……… 

Age………Nationality………………..Occupation……………… 

 

SI. 

No. Service Quality Attribute 
Expectation 

(Rate: 1-5) 

Perception 

(Rate: 1-5) 
1 The Hotel has modern looking equipment   

2 The physical facilities in hotels are  visually appealing   

3 Employees at hotels are neat appearing   

4 Materials associated with the service are visually appealing at the hotel    

5 When hotels promise to do something by a certain time, they do.   

6 When a customer has a problem, hotels will show a sincere interest in 

solving it. 

  

7 Hotels will provide the service right the first time.   

8 Hotels will provide the service at the time they promise to do so.       

9 Hotels will insist on error free records   

10 Employees of hotels will tell customers exactly when services will be 

performed 

  

11 Employees of hotels will give prompt service to customers.   

12 Employees of hotels will always be willing to help customers.   

13 Employees of hotels will never be too busy to respond to customers’ 
requests 

  

14 The behavior of employees in hotels will instill confidence in customers.   

15 Customers of hotels will feel safe in transactions.   

16 Employees of hotels will be consistently courteous with customers.   

17 Employees of hotels will have the knowledge to answer customers’ 
questions. 

  

18 Hotels will give customers individual attention   

19 Excellent hotels will have operating hours convenient to all their 

customers 

  

20 Hotels will have employees who give customers personal attention.   

21 Hotels will have their customer’s best interests at heart.   

22 The employees of excellent hotels will understand the specific needs of 

their customers. 

  

What is the level of your overall customer satisfaction?  

 

 

 

Thanking you very much for sparing your valuable time 

Rating for Expectation/Perception 

Strongly Disagree Disagree Neutral Agree Strongly Agree 
1 2 3 4 5 

Very high low Neutral High Very high 
1 2 3 4 5 




