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CHAPTER 1

INTRODUCTION

1.1  Background of the Study

Tourism is a major revenue earner for the Malaysian government, which has also
invested significantly in the sector. The government has allocated RM1.8 billion in the
Ninth Malaysian Plan for the 2006 to 2010 period. The allocation in the previous plan
period (2001-2005) has been 700 million. The Malaysian government had set a target of
24.6 million tourist arrivals in 2010, while tourist receipts to reach RM59.4 billion that

year.

The State of Melaka is currently on the course of rapid economic growth and
development. The tourism industry in Melaka holds huge potential and has generated
employment opportunities, more income for businesses and helped improve the
livelihood of locals. And why not, when more than six million people visited the
historical state in 2008 and spent RM3 billion during their stays. With the present tagline
in Melaka’s tourism campaign being “Visiting Historical Melaka Means Visiting
Malaysia, Melaka is highly optimistic of the tourist numbers and extrapolations indicate

the number will reach 8.2 million by 2010.

Accommodation is of no problem because there are 5,096 hotel rooms, resort hotel
rooms (2,458), chalets (484) and homestay rooms (136). Thus Melaka’s tourism industry
will continue to prosper, bringing greater prosperity to the state and its people.

(http:/malaysiahotelnews.blogspot.cpm).

In the wake of increasing competition and the dramatic changes occurring in the tourism
industry in Melaka, there is a need for hotel managers and international investors to
recognize the importance of service improvements in establishing a competitive

advantage. Hence there is a need for hotel managers and international investors to



recognize the importance of service improvements in establishing a competitive

advantage.

Service quality incorporates the concept of meeting and exceeding the expectations of
the customer and this has been growing in popularity since its inception in the late 1970s.
Service quality has been derived from the field of marketing which values the human
interaction between a business and its customers. Service quality is so intangible that
objective measurement is impossible; the challenge lies mostly in managing appearances
and perceptions (Harvey, 1998). The majority of the literature on service quality in the
1970s and 1980s reveals four main attributes: intangibility, heterogeneity, perishability
and inseparability. Intangibility is an attribute often cited as having no tangible quality.
Customers cannot evaluate a service prior to consumption, during consumption and
cannot be store the service after consumption (Zeithaml, 1981; Shostack, 1984).
Heterogeneity relates to the potential variability in the actual performance of services and
is supported by Booms and Bitner (1981) and Looy et al., (1998). The third attribute
perishability is grounded in the theory that services cannot be saved or inventoried for
future use. The last attribute is the inseparability of production and consumption. When

services are sold to customers, both production and consumption occur simultaneously.

While technology makes products similar, it is service quality that differentiates them in
the market (Denburg & Kleiner, 1993). The importance of service quality is well
recognized in the hospitality industry, which is part of the tourism industry since hotels
cannot survive intense competition without satisfying their customers with quality
service. Garvin (1988) defined perceived quality as the subjective perception of quality
through indirect measures of quality comparison. Groonroos (1993) stated that service
quality was developed based on confirmation and disconfirmation concept in the
perceived service quality model introduced in 1982. The notion of the model explains
that perceived service quality is the result of comparing a consumer’s real experience

with his or her expectation of service.



1.2 Problem Statement

In general, service quality promotes customer satisfaction, stimulates intention to return,
and encourages recommendations. Customer satisfaction increases profitability, market
share, and return on investment (Hackl and Westlund, 2000; Barsky and Labagh, 1992;
LeBlanc, 1992; Stevens et al., 1995; Legoherel, 1998, Fornell, 1992; Halstead and Page,
1992). Hotels with good service quality will therefore improve their market share and
profitability (Oh and Parks, 1997). In a highly competitive hotel industry, individual
hoteliers must find ways to make their products and services stand out among the others.
To achieve this, hoteliers must understand their customers’ needs — and then set out to
meet (or exceed) these needs. As Fache’ (2000) has observed, one of the most important
developments in the tourism industry is the growing attention to service quality from the

customer’s perspective.

Several researchers have sought to define and measure the concept of service quality
(Carman, 1990; Cronin and Taylor, 1992; Parasuraman ef al., 1985, 1988, 1991; Teas,
1994). It has also been argued that the number of dimensions and the nature of
SERVQUAL construct may be industry specific. The fit of five-dimensions of
SERVQUAL carried out in different service activities has always been an important
question in several studies that these dimensions proposed by SERVQUAL do not
replicate. Many times the SERVQUAL scale has been found uni-dimensional (Angur ef
al., 1999; Babakus and Mangold, 1992; Babakus and Boller, 1992) and sometimes with
even ten dimensions (Carman, 1990). In the case of hotel industry, it has been found to
be two-dimensional (Karatepe and Avci, 2002; Ekinci et al., 2003). It has also been
argued that performance-only (SERVPERF) measure explains more of the variance in an
overall measure of service quality than SERVQUAL instrument (Cronin and Taylor,

1994).

The SERVQUAL scales are multi-dimensional. However, the number of dimensions
vary — from a minimum of two (Ekinci and Riley, 1998) to a maximum of ten (Vaughan
and Shiu, 2001). It is apparent that the number of dimensions varied according to the

service context and the country. For example, the factor structure for the lodging industry



in Australia (Wilkins ef al., 2007) was somewhat different from that in North America
(Knutson et al., 1990; Saleh and Ryan, 1991; Getty and Getty, 2003). Moreover, the
factor structure varied within a given country. For example, the factor structure for the
lodging industry in North America varied from five dimensions (Knutson et al., 1990;
Getty and Getty, 2003) to four (Saleh and Ryan, 1991).

Jiju, Freenie and Sid (2004) made a research identifying the dimensions of service
quality in the UK hospitality industry based on the SERVQUAL instrument. Their study
had its focus on a hotel group however it doesn’t mention the type of hotels or the rating
of stars given to the establishment. This makes it interesting whether the factor structured
proposed in their study is valid in other type of hospitality establishment and also to look

whether the perceived service quality dimensions differs by countries.

Hence, the study sets out to analyze the service quality dimensions of hotel guest using
the SERVQUAL instrument in the emerging market which is Melaka hotel industry
through a comparative study between hotel and resort in Melaka.

1.3 Research Questions

1. What are the dimensions of service quality that are perceived as significant
between hotel and resort in Melaka?

2. Isthere any difference in the service quality dimensions that are perceived as
significant between hotel and resort in Melaka?

3. Which dimensions are the best predictors of overall service quality between hotel

and resort in Melaka?

1.4  Objectives of the Study

The specific objectives of this research were to:

1. To identify what are the dimensions of service quality that are perceived as

significant between hotel and resort in Melaka.



2. To identify any differences in the service quality dimensions that are perceived as
significant between hotel and resort in Melaka.
3. To identify which dimensions are the best predictors of overall service quality

between hotel and resort in Melaka.

1.5  Scope of Study

This study will involve hotels and resorts in the three star categories in Melaka. The
methodology of the study is via sending of survey questionnaires to guests at selected

three star hotels and resorts in Melaka.

1.6  Significance of the Study

The Melaka government through Tourism Malaysia, the Melaka State Tourism Action
Committee and relevant agencies are always working out new ideas to turn Melaka into a
compelling tourism centre in the region. Even now, Melaka is the choice for many
national and international events. This helps establish the state in the tourism map. The
state is giving emphasis to tourism events of international stature and Melaka currently
received the recognition by the United Nations Education, Scientific and Cultural
Organization (UNESCO) as a world heritage site. With the recognition, Melaka will
remain as a tourism destination of choice for local and foreign tourists. Hence quality of
hotels is a significant strategic issue for increasing the competitiveness of Melaka to the
International tourism market; and the study explores service quality in terms of
identifying which service quality dimensions are significant in Melaka hotels and resorts,
to find out which dimension is the best predictor of overall service quality and examine
the relationships between the service quality dimensions and the hotel guest’s overall

satisfaction

1.7 Limitation of the Study

The study is limited to the Melaka hospitality industry, with focus on hotels and resorts

in the three star categories only without assessing other hotels and resorts in a different



categories i.e. four star, five star etc. Hence the results of the study will represent the
point of view of guest’s from three star hotels and resorts only. The survey will only

cover Melaka area because of the limited time available in doing the research.

1.8  Organization of the Project Paper

This study is organized into five chapter, which are preceded by an introductory chapter
(Chapter 1), which provides an outline of the study and articulates the research problem,
the formulation of the research questions and objectives, and significance of the study.
Chapter 1 contextualizes the study and states the overall aims and goals of the study as
they crystallized during the researcher’s preliminary reading and consideration of the

problem.

Chapter 2 reviews the literature covered and shows how the researcher demarcated the
scholars to be included in the review of literature. It provides a theoretical basis and
framework in understanding the SERVQUAL concept and its’ dimensions in increasing
customer satisfaction in the context of hospitality industry. Important themes addressed
include: characteristics of service, the SERVQUAL model, service quality in the
hospitality industry, importance of service quality assessment, and relationship between

service quality and customer satisfaction.

Chapter 3 outlines the research design and methodology procedures used to achieve the
stated and objectives of the study. The quantitative data collection methods are applied in
the fieldwork discussed. The adoption and modification of the SERVQUAL instrument
in order to identify the key dimensions were explained. Included are also details of

sample design, data collection techniques and methods of analysis used.

In chapter 4, analysis, interpretation and full description of the main results relating to
the identification of the SERVQUAL key dimensions perceived by guest’s staying at

Melaka 3 star hotels and resorts are presented and discussed.



Chapter 5, the concluding chapter, answers the research questions pertaining to the study.
The main findings that have been obtained are discussed by drawing together the results
from previous chapters. The researcher indicates the larger relevance and value of the
study, also specifying the gaps and uncertainties that may require further research. The
chapter concludes by recommending to Melaka hospitality managers on how they could

increase their guest’s satisfaction.



CHAPTER 2

LITERATURE REVIEW

2.1 Introduction

This chapter presents the overview of current literature in the frame of the presented
research problem. Each of the bodies of literature is discussed which is focus on the

specific nature of the relevant literatures that relates to this study.

2.2 Service

It is important to distinguish between service and goods. Goods are most tangible (an
object) while services are more of an act (a deed, performance or an effort). There are
many definitions of services in the literature may depend on the author and focus of the
research (Groonros, 2001). However, one of the mot important and unique characteristics
of services is that services are processes, not things, which mean that a service firm has
no product, only interactive process. Groonros (2001) offer a comprehensive definition
of services where services is “an activity or series of activities of a more or less
intangible nature than normal, but not necessarily, take place in the interaction between
the customer and the service employees and/or physical resources or goods and/or

systems of the service provider, which are provided as solutions to customer problems”.

2.3 Quality

There are definitions of quality derived from uncountable authors. Juran’s definition
“fitness for intended use” basically says that quality is “meeting or exceeding customer
expectations” (Juran, 1988). Demming on the other hand states that the customer’s
definition of quality is the only definition that matters. However, from reviewing articles
on quality, it has been found that early research has been focusing on defining and

measuring the quality of tangible goods and products (Garvin, 1988, Juran 1988) while



the more challenging service sector was disregarded. Crosby (1979) defined quality of
goods as “conformance to requirements”; Garvin (1988) identified internal (those
observed before a product left a factory) and external (those incurred in the field after a
product had been delivered and installed) failures and measured quality by counting the
malfunctions. Parasuraman, Zeithaml and Berry (1985) stated that it may inappropriate
to use a product-based definition of quality when studying the service sector and

therefore developed the expression of “service quality”.

For this particular study, only one definition was chosen and used for it to fit the
purpose. Considering the research questions and branch studied, Parasuraman et al.,

(1985) definition of quality has been used.

2.4  Characteristics of Service Quality

It is well known that service quality is based on multiple dimensions (Parasuraman ef al.,
1985). In 1982, Groonros identified two service quality dimensions, the functional aspect
and the technical aspect. The functional aspect concern on “how” service is provided
while the technical aspect concern “what” service is provided. The “what” is received by
the customer as the outcome of the process in which the resources are used i.e. the
technical or outcome of the quality of the process. However the customer also perceives
how the process itself functions, i.e. the functional or process quality dimensions.

(Groonros, 1982).

Jarmo Lehtinen views service quality in terms of physical quality (corporate image),
quality and interactive quality. Physical quality refers to the tangible aspects of the
service. Corporate quality refers to how current and potential customers, as well as other
publics, views (image) of the service provider. Interactive quality, concerns the
interactive nature of the service and refers to a two-way flows that occurs between
service provider and the customer, or his/her representative, including both animated and

automated interactions (Lehtinen & Lehtinen, 1982).



Groonros (2001) has also presented, similar to what Lehtinen and Lehtinen (1982)
proposed on service quality, the importance of corporate image and the experience of
service quality. Customers often have contact with the same service firm, which implies
that they bring their earlier experiences and overall perceptions of a service form to each
encounter. Hence the image concept was introduced as yet another important attribute.
Image has an impact on customer perceptions of the firm’s communication and
operations in many aspects, which makes it favorable to have a well known positive
image. If for example, a hotel’s image is negative, the impact of any mistake will often
be magnified in the guest’s mind. On the other hand, a positive will probably make the
guest neglect minor mistakes and oversee them. However if minor mistakes occur often,
the image will be damaged. Groonros (2001) express that image can be viewed as a filter

in terms of a customer’s perception of service quality.

Parasuraman et al., (1985) derived ten dimensions that influence service quality from
what they suggested that quality evaluations are not made exclusively on the outcome of
service. Moreover they also involved evaluations of the service delivery process. The
first dimension, when evaluation happens after service performance, focuses on “what”
service is delivered and called outcome quality. The second dimension, process quality is
when the evaluations occur while the service is being performed. In 1988 they presented
a definition of service quality which is “the degree of discrepancy between customers’
normative expectations for the service and their perceptions of the service performance”

(Parasuraman et al., 1988).

Brady and Cronin (2001) presented three factor model describing service quality,
ambient conditions, facility design and social factors. They define that service
environments are elements of the service delivery process and it seems best to include

them as components of the functional dimension.

These are some of the dimensions that have been in focus, however, there is no general
agreement on the content or nature of quality (Parasuraman et al, 1985: Groonros,

2001).
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2.5 Service Quality Model

An organization can gain competitive advantage by the use of technology for the purpose
of enhancing the service quality by gathering information on marked demand.
Conceptual models in service quality enable management to identify quality problems.
By presenting the identified problems enables the possibility of improving the

profitability, efficiency and overall performance (Parasuraman et al., 1988).

2.5.1 The Gap Model

Service quality is a function of the differences between expectation and
performance along the quality dimension. Unlike goods quality, which can be
easily measured objectively in terms of number of defects and durability, service
quality is an elusive construct that may be difficult to measure (Parasuraman ez
al., 1988). Parasuraman et al., (1985) research revealed that service quality stems
from a comparison of the customers expectations or desire from the services

provider with their perceptions of actual service performance.

Ten dimensions (tangibles, reliability, responsiveness, communication,
credibility, security, competence, courtesy, understanding/knowing the customer,
and access) were extracted from their research in terms of customer perceived
quality. Based on their findings they developed a service quality model based on
gap analysis which is illustrated in Figure 1 — GAP Model Illustration

(Parasuraman et al., 1985)
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Figure 1: GAP Model Illustration (Parasuraman et al, 1985)

GAP 1:

In formulating its service delivery policy, management does not

(Consumer Expectation — Management Perception Gap):

correctly perceive or interpret consumer expectation.

GAP 2:

Management does not correctly translate the service policy into rules

and guidelines for employees.

GAP 3:

(Management Perception — Service Quality Specification Gap):

(Service Quality specification — Service Delivery Gap): Employees

do not correctly translate rules and guidelines into action.
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