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Abstract
This paper sought to examine the relationship between service quality and customer satisfaction

in the hotel industry in Adama The study adapted the SERVQUAL model as the main framework
for analyzing service quality. Descriptive analysis was used to examine the relationships
between service quality dimension and customer satisfaction.The results indicated that the strong
relationship between service quality dimensions and customer satisfaction. Beside the
importance of other factors service quality plays an important role as a driver for higher

customer satisfaction level in service enterprises in general and in hotel business in particular.

Dimension of service quality namely tangibility, reliability, responsiveness, confidence,
communication andempathy found statistically significant impacts on customer satisfaction with
significant level at 5%. This result indicates that service quality confirms its role as an important
driver of customer satisfaction which leads to customer loyalty and the hotels’ profits. Therefore,
service quality should be taken into high consideration in both academic and practical activities.
Data was collected from 151 three star hotel customers through questionnaire, additionally the
14 key informant should selected through purposive sampling those are hotel manager,
employees and culture and tourism office through interview. The techniques of analysis used in
this study are descriptive statics such as frequency and percentage was used toanalyze the data.
(regression, correlation, ANOVA and Chi-square test). Customer satisfaction coefficient
formulae were used to measure and quantify the relationships between service quality and
customer satisfaction with the support of SPSS version 20.

Key words:-customer satisfaction, customer perception and services quality dimension



CHAPTER ONE

INTRODUCTION
1.1. Background of the study
The concept of service quality hasbeenthe subjectofmanyresearchstudiesinvariety ofservice
industries;eventheresearchattentiontowardshospitalityindustryhasbeengrowing.
Thisconcepthasbeenthesubjectofmanyconceptualandempiricalstudies,anditisgenerally
acceptedthatqualityhaspositiveimplications for an organization’sperformanceand
competitiveposition.However,despitethevastamountofresearchdoneintheareaofservice
quality,qualityrelatedissueshavereceivedlittleresearchattentionwithinthehospitalitycontext
(HarringtonandAkehurst,1996).Further,authorsofstudiesconductedonqualityintheservice
industrieshavealsoexpressedconcernregardingthequalitydimensionsinhotelsand,in
particular,withmethodsusedtomeasurecustomerperceptionsofhotelservicequality(Johnston
R.J.Eason .P.J(1990). Arelative increase
ofinvestmentisrecentlyobservedinthehotel &tourismsector.
Thehotelindustryconsistsofmanydifferentservices,includingaccommodation,restaurants,  cafes,
and catering.Themarketfor the hotelindustry, especiallyclassified hotelsinadeveloping
countrylikeEthiopia,iscloselylinkedtothetourismindustry,becauseamajorityofconsumers for the
sector services come from international tourists.
Customer satisfaction has also been a subject of great interest to organizations and researchers
alike. The principal objective of organizations is to maximize profits and to minimize cost. Profit
maximization can be achieved through increase in sales with lesser costs. One of the factors that
can help to increase sales is customer satisfaction, because satisfaction leads to customer loyalty
recommendation and repeat purchase Wilson A.ZeithamlV,Bitner M, and Gremier D, (2008).
Customersbecameveryvitalinbusinessduringthemarketingeraofthe1950swhencompanies
couldproducewhattheycansellandnotjustselling.Whatarethequalitiesoftheseservices
providedtocustomers?Arethecustomerssatisfiedwiththeseservices?Thus,thisresearch
originatedfromthefactthatcustomer/consumeristhekeytobusiness.Infact,theirsatisfaction
isthemostimportanttoolthathelpstoincreasesalesandgenerateprofitsinthebusiness
environment.Moreover,theimportanceofservicequalityandcustomersatisfactionhasbeen

provenrelevanttohelpimprovetheoverallperformanceoforganizations(Magi&Julander, 1996).



Forinstance,intourismearningitisdirectlyorindirectlylinkedwiththenumberofnightsspent
byvisitorsinthecountry,Qualityofserviceisthekeyfactortomaintainthelengthofstay. As

servicequalityisbecomingamajorpartofbusinesspractice,itisimportanttobeableto

measureandresearchitseffectiveness. Thepurposeofthisresearchisdulyinvestigates effect
ofservicequalityandcustomersatisfactionofthree star hotels in Adama city
toforwardvisibleandscientificsolutiontoimproveservice quality deliveryofhotels.and

whichdimensionoftheservicequalityhasa
significanteffectinthecustomer’slevelofsatisfactionbyapplyingamodifiedversionof
SERVQUALwhichistheLODGINGQUALITY INDEXthatwascustomizedforthehotel industry.
Additionally, the researcher wants to identify the factors that are influencing the service quality

on customers’ satisfaction in three star hotels in adama city.

1.1.1. Over View of Hotel Industry in Ethiopia
Historyhasprovedthat,thedevelopmentofhotelindustryisconnectedwithtravelling.

Similarly,thedevelopmentofhotelsinEthiopiaisalsoassociatedwiththeincreasingnumberof
travelersbothindigenousandforeigners. DevelopmentsinEthiopia’sforeignrelations,
particularlyduringthereignofMenelikiihad,relativelyspeaking,animpressiveimpactinthe
country,byimplantingtheseedsofmodernizationthroughtheimportationofEuropean
technologyandinstitutionsamongwhich“hotel”isonesubject. Therefore,itsappearanceis
relatedwiththeopeningofthesocietyintothewesternworld.Developmentofmodernhotelsin
Ethiopiatracesbacktothe19™century. ItegueTaituhotel,whichwasbuiltin1898(E.C.)atthe
centerofthecity(piazza),isthefirsthotelinEthiopia. Thishoteliscurrentlyhalfburneddueto unspecified
reasons and lacks original works of the past.
TaituBetul(1851-1918),anEthiopianempressandthewifeofemperorMenelikii,establishthis
hoteltoprovideguestsaplacetorestanddine.FromthistimeuptotheDergreign,thecountry
hadownedforabout50hotelsatanationallevelandoutoftheseonlyl9hotelsweretobestar rated hotels,
according to the report of Tourism Commission in 1994.
Currently,withtheemergenceofnewandmodernhotelsinthecountry,thenumberhasgrownconsiderabl
yandtherewere500starratedhotelsinEthiopia. Andoutofthesel16hotelsarefoundinAddisAbaba,Mini
stryofcultureandtourism(2010),outofthesel16starratedhotels,theinternationalchainhotelsareonlyth

reeinnumber.TheseareHiltonAddis,SheratonAddis,and Radisson Blue hotel.



NowadaysthestockofhotelsinEthiopiahasincreasedsharplyoverthelastfewyears.Whiletouristaccom
modationisavailableasthemajorattraction,improvementaswellasnewconstructionistakingplace,acc
ordingtoministryofcultureandtourismthereare140hotelsin
AddisAbaba,124inAmhara,5inAfar,13inBenshangulgumuz,19inDireDawa,16in
Gambela,7inHarar,74inOromia,14inSomalia, 78inSouthernNationNationalityand Peoples, and 38
in Tigray.

1.2 Statement of the Problem

Thoughagreatemphasisisgivenforthe
expansionofhotelindustrysincetheearlytime,manyservicerelatedproblemsarestillvisible.

The conductedpreliminarysurveythroughpersonalobservationandunstructuredinterviewbefore
beginningtheactualstudyindicatesthat,eitherprivateorpublicownedHotelshavemuch
seriousqualityandcustomerhandlingstrategyproblems. Thisisseenwhentheemployees are  very
much delayedbothintakingorder fromtheguestswhoarewaitingfortheir order and,
evenlongwaitforthedeliveryoftheorder. For instance the hotel employees let bring the menu to the
customer and sometimes they are not obey to give receipt.
Theothermajorproblemsoftenobservedwerelack of three-star Hotel serviceethics in Adama.

The quality of service inhotel industry is an important factor of successfulbusiness. The existing
trendofcompletequalitymanagementinhotelindustryensurestheachievementofcompetitive
advantageofhotelcompaniesandisthereforethesubjectofcontemporaryresearchintoservice
qualityinhotelindustry. ItisessentialtoidentifytheserviceQuality&whetherthecustomers
aregivenwhattheyneed&expect.Sothisresearchispurposedtoevaluatethe effect ofserviceQuality
and customer Satisfaction in hotel industry in Adama. Therefore, going through the very specific
idea,thepurposeofthisstudyistoexamine the factor that are

influencesservicequalityoncustomersatisfactioninAdama three star hotels.

AccordingtoBuzuye(2010)inEthiopiahandlingofcustomerrelatedissuesarenotscientific
stillitisfollowingtraditionalwayforexamplethrowingthefoodinfrontoftheguestwho,of
course,isreferredto,as‘aguestisalwaysright’. Theyalsoinsulttheguest,cheattheguestor failuretogive
thechangebackasfastaspossible, chewinggumwhileservingtheguests,pasting finger into the nose

while serving, touching hair and other bodies, etc.



Withallthislackofrespecttocustomers,’differenttouristsemphasizethatthreethingsattract
foreignerstovisitEthiopia.Oneispresenceofsitesofdifferenttouristattraction;second Adamaresidesre
gional andnational officestohostconferencesofdifferentissues. The
thirdfactorissecurityofthecountrytohostanyonewhowantstorefreshleisuretimeswithno
fearofterroristactslikeneighboring Somalia andKenya.DuetothisfactgrowthinEthiopia’stourism
industrycontinuestobesteadilyevendespitetheeffectoftheglobalfinancial crisis.

Therefore, three star hotelsinAdamaneedto havehighcustomers’orientationinforwardingservices

tosolveproblemsofservicedelivery.Differentresearcheswereconductedonthehospitality

industry,forexampleBezuye(2010), Alelign(2013) assessedhotelrelatedservicesin
Ethiopia,Abrham (2015) alsoinvestigationofcustomerservice
deliveryandcustomersatisfactionofthree starhotelsinAddis Abeba

howeverdeepinvestigationofthoseresearchlacks to identify the factors that influence the service
quality on customersatisfactioninthreestarhotels. Additionally the above researchers have not
seen in the dimension of empathy. Thereforethis researchdulyinvestigates effect of
servicequalityandcustomersatisfactionofthree star hotels in Adama town
toforwardvisibleandsolutiontoimproveservice quality deliveryand customer satisfaction by
identifying factors that influence service quality on customer satisfactionof three starhotels in
Adama.Usingthe modifiedformofSERVQUAL,
whichisLODGINGQUALITY INDEXthatwascustomized specifically for the hotel industry.

1.3 Research Questions

1.3.1. Main question

» How the service quality have been affecting customer satisfaction in three star hotel in
Adama city

1.3.2. Sub questions

» What are the factors that affecte customer satisfaction?

» What are the service quality perceptions of customers in Adama three star hotels?

»  Which of the service quality dimensions has significant effect on customers’ satisfaction?
1.4 Objective of the study

1.4.1 General Objective

The general objective of this study is to evaluate the service quality and customer satisfaction in

9



the three star hotels in Adama town.

1.4.2 Specific Objectives
ToexaminetheeffectofmajorserviceQualitydimensionsonCustomerSatisfaction in three star hotels
in Adama.

To identify the Perceptions of customers toward the services of the three star hotels in Adama.
To examine the correlation between service quality and customer satisfaction

1.5 Scope of the Study

The scope of the study will covering both geographical and conceptual boundaries.
Geographically the study focused particularly at Adama city of Oromia regional state located as
eastern parts of Addis Ababa. Especially the research bounded to the three star hotels in Adama
town.Therefore the study is limited to six (6) three star hotels found in Adama. Conceptually,
the paper was bounded to the effect of Service Quality and Customer Satisfaction in three star
hotels in Adama town. Additionally this study identifies the factors that are influences customer

satisfaction.

1.6. Significance of the study
Uponitscompletion,thisstudywillbenefithotelmanagers,employeesandcustomers. Through

providingclearinformationconcerning factors influencing customer’s
satisfactionandperceptionwithregardto
servicequalitydimensionwhichhassignificanteffectonservicequalityandcustomersatisfactioninthre
e star hotelsinAdamaandthestudymaybenefitresearchers’ undertaking further study on a related
topic.

1.7 Limitations of the Study
Thereweredifferentbottlenecksthathampersthesmoothflowoftheresearchsuchashotel owner’s
negative perception of the research questionnaires’ to fill “we don’t have to challenge our
customerstheyareheretorefresh”soitneedstheresearchertoshowextraordinarypatienceand
commitmentthatputitsownnegativeimpacttoaccomplishtheresearchasneeded.

Theoutcomeofthe
studyismainlydependentontheindividualresponsesoftherespondentswhoparticipateinthe
study.Sotheresultmaynotbegeneralizablebeyondthespecificpopulation.The data and information

related with the topic will not easily available.
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Thehotelconfidentiallykeepsthedata. Evensometimesfilledquestionnairesare keeping
hiddenforthemselves. Sohotelpolicyofnotdisclosingsomesensitivedataand
informationforobviousreasonposedanobstacle tothepracticalorientationthatcanbe very much
useful. To overcome the above limitation the researcher should be clearly explain the aim of the
research to concerning body. The researcher should be give the recommendation letter that
having from official government office that issued to the all concerning body. Finally the

researcher should follow up will doing using telephone to fix appointments

1.8. Operational Definition of Terms
A‘hotelcustomer’wasdefinedinthisstudyasanindividualwhowasatemporary or

permanentvisitor,had stayed overnight at the hotel, and was involved in any services rendered
(researcher emphasis).
ServiceQuality;anauthordefinesserviceas“anyintangibleactorperformancethatoneparty offers to
another that does not result in the ownership of anything” (Kotler& Keller, 2009: 789)
CustomerExpectation;theextenttowhichaproductorservicefulfillsacustomer’sneedand
desire(Oliver, 1981)

Customer Satisfaction; can also bea person’s feelings of pleasure or disappointment that results
fromcomparingaproduct’sperceivedperformanceoroutcomewiththeirexpectations(WTO, 1985)
CustomerPerception;isanopinionaboutsomethingviewedandassessedanditvariesfrom
customerstocustomers,aseverycustomerhasdifferentbeliefstowardscertainservicesand  products
that play an important role in determining customer satisfaction (Reichhelid,1996)

Reliability: consistency of performance and dependability, accuracy in billing, keeping records
correctly, performing the service right at the designated time.

Responsiveness: willingness or readiness of employees to provide service, timeliness of service
such as mailing a transaction slip immediately, calling the customer back quickly, giving prompt
service.

Communication: keeping customers informed in language they can understand and listening to
them, explaining the service itself and its cost, assuring the consumer that a problem will be
handled.

Tangibles: physical evidence and representations of the service, other customers in service

facility

11



Empathy: Empathy is defined as the “caring, individualized attention the firm provides its
customer.

1.9.0rganizationoftheThesis
Thestudydivided intofivechapters.Chapter one dealswithgeneralintroductoryissues such as

background,statementoftheproblem,objectives,researchquestions,significance, and
scope.Chapter twofocusedonliterature review regarding service quality and customer
satisfaction. Chapter three deals with methodologyusedinconduct the
study. Thefourthchapterdiscussed result of the

study.Finally,chapterfiveconcludedandforwardedrecommendationsbased on the questions set.

CHAPTER TWO
REVIEW OF RELATED LITRATURE

Thischapteroutlinestheconceptofservicequalityandcustomersatisfaction.Fromthelast

decade,theservicesectorhasbecomegreatereconomicimportance. Theeliminationofwaste
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duetopoorqualityandmeetingcustomerexpectationsarethemajorchallengesfacingmanagers
intheservicesector. Thischapterpresentsthereasonswhyweshouldmeasureservicequality, customer
satisfaction in hotel industry as well as their measures. Time by time, different researchers tried
to find out the way to measure of service quality and customer satisfaction in the hotel industry.
Next scientist generation improved the model of the precedents or invented a new one. Among
all, three most popular models to measure customer satisfaction and service quality in the hotel
industry are SERVQUAL, HOLSERV and LODGING QUALITY INDEX. Each model has its
own strong point and has been used flexibly in hotel industry to present literatures relevant to
this research and to provide a theoretical framework. The chapter begins with a review of
definitions and some measurements of customer satisfaction and service quality, and then
follows by the relationship between customersatisfactionandservicequalitywhich leads to the
conceptual frame work of the study.

2.1. Theoretical Literature Review
2.1.1. Conceptualizing Service Quality and Customer Satisfaction
Someonesaythatservicequalityandcustomersatisfactioniscriticalfortheservicesurvival.So

whatarethey?Bothofthemareintangiblebuttheexactdefinitionisstillacontroversialissue.
Customersatisfactionisapsychologicalconceptthatinvolvesthefeelingofwell-beingand
pleasurethatresultsfromobtainingwhatonehopesforandexpectsfromanappealingproduct
and/orservice(WTO,1985).ToOliver(1980),customersatisfactiondefinitionisbasedonthe
expectationdisconfirmationpointofview.Beforepurchasingorusingtheproductorservice,
customersalwayshavetheirpersonalexpectationaboutitsperformance. Afterbuyingorusing
productorservice,iftheresultisequalorbetterthanexpectation,itmeanstheexpectationhas
positiveconfirmation.Intheoppositecase,iftheresultislowerthanexpectation,wehave
negativeconfirmation.Customersaresaidtobesatisfiedonlyiftherearepositiveconfirmations
ofexpectation.However,inanycase,thelevelofcustomersatisfactionisdifferentbetween
differentcustomersbecauseeachofthemownstheirpersonalneeds,demandsaswellas
experiences.

2.1.1.1.Service quality
Duringthepasttwodecades,servicequalityhasbecomeamajorareaofattentiontopractitioners,

managersandresearchersbecauseofitsstrongimpactonbusinessperformance,lowercosts,return
oninvestment,customersatisfaction,customerloyaltyandprofitability(CroninandTaylor.1992;Hallowell,19

96).Mostafa(2005)observesthatservicequalityhasbecomeafamousresearchtopic
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becauseofitsimportantrelationshiptocost,profitability,customersatisfaction,customerretention,serviceguara
ntee,andfinancialperformance.Moreoverprovidingservice,understandingcustomerexpectationsandthecust
omer’sperceptionoftheserviceencounterisavitalcomponenttodelivering
superiorservice.Deliveringsuperiorservice,especiallyinthehotelindustrycreatesamyriadof
opportunitiesfortheserviceorganizationtosurpassthecompetitiveandbecomearecognizedleaderintheservice
industry.ltonlystandstorationalizethattheconceptoftheserviceencounterdirectlyaffectssatisfaction,loyaltyan
dfuturebehavioralintentions;whichinturn,hasadirecteffectonthe organization’s success and financial
stability (Zeithamlet al., 2008).
Servicequalityisconsideredasacriticaldimensionofcompetitiveness(Lewis,1989).Excelling
inservicequalityandoptingforhighcustomersatisfactionisthevitalissueandchallengefacingthe
contemporaryserviceindustry(Hungetal.,2003).Servicequalityisanimportantsubjectinboththe
publicandprivatesectors,inbusinessandserviceindustries(ZahariY usoff,W,&Ismail, M . (2008).Theconcept
of service quality has been defined differently by many authors as follows:
Servicequalityistheextenttowhichaservicemeetsorexceedscustomerneedsandexpectations
(LewisandMitchell,1990).BitnerandHubbert(1994)alsodefineservicequalityasaconsumer’s
overallimpressionofrelativeinferiority/superiority of theorganizationanditsservices.Ontheirpart,
LewisandBooms(1983)defineservicequalityasameasureofhowwelltheservicedelivered
matchescustomerexpectations.Deliveringservicequalitymeansconformingtocustomer
expectationsonaconsistentbasis. Ithasalsobeendefinedasthedifferencebetweencustomers’expectationsandth
eservicedelivered(ParasuramanZeithaml,V.A& Berry L,L (1985).Servicequalitycanalsobe
quantifiedbythedegreeofdiscrepancybetweencustomers’desired,asopposedtopredicted,
expectationsandtheirperceptionsofserviceperformance(Parasuramanetal.,1985).Servicequality
levelsarehigherwhenthegapbetweenperceptionsofperformanceanddesiredexpectationsisnon-
existentorsmall;thelevelsofsatisfactoryservicequalityexistwhenperceivedperformanceexceeds  predicted
expectations (Parasuramanet al., 1988).
Servicequalityevaluationtakesplacewhenthecustomer'sperceptionsoftheserviceexperienced
arecomparedwiththeserviceexpected.Incontrast,productqualityresultsfromacomparisonof
customer’sperceptionsofproductperformancewiththeexpectedlevelofproductperformance.
AServicequalitygapresultswhenserviceperceptionsfallbelowexpectedlevels. Thegapthatexists
betweentheserviceprovider’sperceptionofqualityandthecustomer’sperceptionofqualityisthe
perceptiongap(Oliver,1999).Thedifferencebetweencustomers’expectationsandtheservice
deliveredistermedtheservicequality(Parasuramanetal.,1985).Despitesomedefinitionalnuances,
researchersgenerallyagreethatservicequalityisconcernedwithwhetherserviceperceptionsmeet,

exceedorfallshortof customerexpectations(Cronin&Taylor, 1992,1994;Gronroos,1983a,1983b;

14



Oliver,1993;Parasuramanetal.,1985; Zeithamletal.,1993).Understandingtheservicequality
expectationsofcustomerswouldgivemarketerstheopportunitytoclosethegapbetween  expectations  and
perceptions of service quality levels.

2.1.1.2 Customer satisfaction
Thosewhobuythegoodsorservicesprovidedbycompaniesarecustomers.Inotherwords,a
customerisastakeholderofanorganizationwhoprovidespaymentinexchangefortheoffer
providedtohimbytheorganizationwiththeaimoffulfillinganeedandtomaximize
satisfaction.Sometimesthetermcustomerandconsumerareconfusing.Acustomercanbea
consumer,butaconsumermaynotnecessarilybeacustomer.Anotherauthorexplainedthis
difference.i.e.acustomer isthe personwho doesthe buyingoftheproductsandtheconsumer is the
person who ultimately consumes the product (Solomon, 2009)
Whenaconsumer/customeriscontentedwitheithertheproductorservicesitistermed
Satisfaction.Satisfaction can also be a person’s feelings of pleasure or disappointment that results
fromcomparingaproduct’sperceivedperformanceoroutcomewiththeirexpectations(Kotler&
Keller,2009).Asamatteroffact,satisfactioncouldbethepleasurederivedbysomeonefrom
theconsumptionofgoodsorservicesofferedbyanotherpersonorgroupofpeople;oritcanbe the state of
being happy with a situation.
Satisfactionvariesfromonepersontoanotherbecauseitisutility.“Oneman’smealisanother
man’spoison,”’anoldadagestateddescribingutility;thushighlightingthefactthatitis
Sometimesverydifficulttosatisfyeverybodyortodeterminesatisfactionamonggroupof individuals.
Moreover, Tse&Wilton,(1988)relatesclienthappiness,whichisasignofcustomersatisfaction,
isandhasalwaysbeenthemostessentialthingforanyorganization.Customersatisfactionis defined by
one author as “the consumer’s response to the evaluation of the perceived discrepancy
betweenpriorexpectationsandtheactualperformanceoftheproductorserviceasperceived
afteritsconsumption”(henceconsideringsatisfactionasanoverallpost-purchaseevaluationby
theconsumer”(Fornell,1992).Someauthorsstatedthatthereisnospecificdefinitionof
customersatisfaction,andaftertheirstudiesofseveraldefinitionstheydefinedcustomer
satisfactionas‘‘customersatisfactionisidentifiedbyaresponse(cognitiveoraffective)that
pertainstoaparticularfocus(i.e.apurchaseexperienceand/ortheassociatedproduct)and occurs at a
certain time(i.e. post-purchase, post-consumption)”. (Giese & Cote, 2000)
Thisdefinitionissupportedbysomeotherauthors,whothinkthatconsumer’slevelof
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satisfactionisdeterminedbyhisorhercumulativeexperienceatthepointofcontactwiththe
supplier(Sureshchanderetal.,2002). Itisfactualthat,thereisnospecificdefinitionof
customersatisfactionsinceastheyearspasses,differentauthorscomeupwithdifferent
definitions.Customersatisfactionhasalsobeendefinedbyanotherauthorastheextenttowhich
aproduct’sperceivedperformancematchesabuyer’sexpectations(Kotleretal.,2002).
AccordingtoSchiffman&Karun(2004)Customersatisfactionisdefinedas“theindividual’s
perception of the performance of the products or services in relation to his or her expectations”.
Inanutshell,Levy,(2009,NBRI1,2009)definescustomersatisfactioncouldbethepleasure
obtainedfromconsuminganoffer.Measuringcustomersatisfactioncouldbeverydifficultat
timesbecauseitisanattempttomeasurehumanfeelings.ltwasforthisreasonthatsome
existingresearcherpresentedthat“thesimplestwaytoknowhowcustomersfeel,andwhatthey want is
to ask them” this applied to the informal measures (Levy, 2009).

Boulding.wkalra,A. ,stachm,R. and Zeithaml,VA. (1993) &Andreassen, (2000) broaden the idea
of customer satisfaction by saying
thereexisttwoconceptualizationsofcustomersatisfaction;transaction-specificandcumulative.
Followingthetransactionspecific,customersatisfactionisviewedasapost-choiceevaluation
judgmentofaspecificpurchaseoccasion(Oliver,1980)untilpresentdate,researchershave
developedarichbodyofliteraturefocusingonthisantecedentsandconsequencesofthistypeof
customersatisfactionattheindividuallevel(Yi,1990). Cumulativecustomersatisfactionisan
overallevaluationbasedonthetotalpurchaseandconsumptionexperienceswithaproductor
serviceovertime.(Fornell,1992,Johnson&Fornell,1991). Thisismorefundamentalanduseful

than transactionspecificitycustomersatisfactioninpredictingcustomersubsequentbehaviorand
firm’spast,presentandfutureperformances. Itisthecumulativecustomersatisfactionthat

motivates a firm’s investment in customer satisfaction.

Customer satisfaction lies in the ideal of the beholder it is very complicated and relative phrase
as it is very specific to the customer who measures what satisfies whom. So it invites other

probes of what hampers customer satisfaction and needs of thecustomer.

2.1.2. Factors that Influence Customer Satisfaction
Fromliteraturereview,therearemanyfactorsthataffectcustomersatisfaction.Suchfactors

include friendly employees, courteous employees, knowledgeable employees, helpful employees,
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accuracyofbilling,billingtimeliness,competitivepricing,servicequality,goodvalue,billing
clarityandquickservice(Hokanson,1995).Fromthestudiescarriedoutinmanycountries
factorslike:servicequality,andperceivedvalue,arethekeyconstructsaffectingthecustomer’s
satisfactionwithmobileservices.Studiesalsopointoutthatcustomersatisfactionresults
ultimatelyintrust,pricetolerance,andcustomerloyalty. Therefore,buildingcustomer
relationshipisabackboneforallorganizationsingeneral,andcompaniesinserviceindustriesin
particular.Issueslike:customersatisfaction,servicequality,customerperception,customer loyalty,are
the mainconcerns of thenow daysservicecompanies,whichimproves organization’s performance

and translates into more profits.

2.1.3 customer expectation and perception of services provide
2.1.3.1. Customer Expectations

Expectations play an important role in the satisfaction formation. The extent to which a product
or service fulfills a customer’s need and desire may play an important role in forming feelings of
satisfaction because of the impact of confirmation or disconfirmation that have on satisfaction.
Consumers expect to be delivered quality products and services; therefore, companies try to offer
quality products and services. The term expectations really matter to companies because they
want to know what customers’ expectations are. The term “expectations” has different uses, in
the satisfaction literature, it is viewed as a prediction made by a consumer about what is likely to
happenduringanexchangeortransaction.

According to Oliver (1981) "...expectations are consumer-defined probabilities of the
occurrence of positive and negative events if the consumer engages in some behavior." In the
contrast, Kotler, (2000) opposes in the service quality literature it is defined as desires and wants,
what a service provider should offer rather than would offer. Customers form their expectations
from their past experience, friends’ advice, and marketers’ and competitors’ information and
promises. Therefore, perceived service quality is viewed as the difference between consumers’
perceptions and expectations for the service provided. Organizations in order to keep
expectations from rising, they have to perform services properly from the first time (Parasuraman
et al. 1988). Thus, customer expectations for the service are likely to rise when the service is not
performed as promised. Expectations serve as reference points in customer’s assessment of
performance (Cronin& Taylor, 1992). Thus, retailers can increase customer satisfaction by

decreasing customer expectations.
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2.1.3.2. Customer Perception

Perception is a psychological term related with an opinion about something viewed and assessed
and it varies from customers to customers, as every customer has different beliefs towards
certain services and products that play an important role in determining customer satisfaction.
Customer satisfaction is determined by the customers’ perceptions and expectations of the
quality of the products and services. In many cases, customer perception is subjective, but it
provides some useful insights for organizations to develop their marketing strategies. Providing
high level of quality service has become the selling point to attract customer’s attention and is
the most important driver that leads to satisfaction.

Therefore, customer perception and customer satisfaction are very closely linked together,
because if the perceived service is close to customer’s expectations it leads to satisfaction.
Satisfied customers provide recommendations; maintain loyalty tow towards the company and
customers in turn are more likely to pay price premiums (Reichheld, 1996). What should make a
customer to have a good perception of what he/she consumed? It arises question to another
related term.

2.2. Empirical literature review

Best experience of Hotel industry in Kenya

The hotels play a central role in the country’s tourism industry, yet the Coast lacks five-star
hotels. According to the Economic Survey (2012), the tourism earnings in Kenya rose by 32.8%
from 73.7 billion in 2010 to 97.9 billion in 2011. Out of these earnings, the hotel industry’s
establishments registered a net worth of over cash. 10 billions. The Kenya hotel and restaurant
regulations of 1988 established standards upon which classification of hotels is based.
Internationally, the classification of hotels and restaurants creates uniformity in the industry
providing common elements in every class of hotel and restaurant that their clients should
expect. The hotel business is regulated by two Acts of parliament namely: Hotels and restaurants
Act (Cap 494) and the tourist Licensing Act (Cap 381). Vacation hotels, town hotels and lodges
are classified into five classes denoted by stars, five being the highest and one being the lowest.
These star-rated hotels enable both the domestic and international customers to understand the
value of the services they are paying for. The hotels that are 5-star rated are expected to offer

highest standards of facilities and services. According to the Kenya gazette, 13th June, 2003,
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vol.cv-no.62, Nairobi has seven 5-star hotels, nine 3-star hotels, five 2-star hotels and five 1-star
hotels.

Kenya has the best developed hotel industries in Sub-Saharan Africa, offering an average of
31,400 beds per night (Kenya economic survey 2013). As a result there has been unprecedented
entry of international Hotel brands in the Kenyan Hotel industry. Kenya is set to host nine new
international hotels which are planning to put up 1437 hotel rooms to cater for growing demand
for travel and accommodation in the country by 2015 (Kenya economic survey 2013). These
hotels include Marriot, Accor, Radisson blu, Park inn, Lonrho, Rezidor (2 hotels) and Hilton (2
new hotels).

Hotel occupancy in Kenya is relatively stable throughout the year, other than December due to
Christmas and New Year celebrations in December and January which reduce demand during
those months. Although the reasons for the visit to the country vary, with leisure being a
significant driver, the market shows limited seasonality pattern. Nairobi’s main source markets
are the UK, the USA and Italy. Europe is the most important region accounting for 47% of total
international arrivals in Nairobi. Arrivals from Asian markets are also becoming increasing
important especially China and India. In 2011, for example, arrivals from China and India grew
by 31% and 24% respectively. This is partly due to large construction projects being undertaken

by Chinese companies.

2.2.1. Dimension of Service Quality
1. Reliability

Reliability is the ability to perform services dependably and accurately in a consistent manner.
Reliability is very important determinant of product quality besides good personal service, staff
attitude, knowledge and skills (Walker, 1990).

Berry and Parasuraman (1991) reported that reliable service is the outcome of the continuous
improvement. Similarly in another study, it is found that service reliability is the service “core”
to most customers. So managers should use every opportunity to build a “do-it-right-first”
attitude (Berry, 1990).

H1 Reliability has significant effect on customer satisfaction.

2. Tangibility

This dimension shows the physical aspects of the services as physical facilities, appearance of

personnel and tools used for the provision of services. It translates to the restaurant’s interiors,
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the appearance and condition of the cutlery, tableware, and uniform of the staff, the appearance
and design of the menu, restaurant signage and advertisements. Tangibles are used by firms to
convey image and signal quality (Zeithaml et al., 2006).

H2 Tangibility has significant effect on customer satisfaction.

3. Responsiveness

This dimension reflects the willingness or readiness of employees to provide quick services to
customers. Customers are very keen to employees' behavior in services industry especially in the
hotel industry. It was reported that customers are very sensitive to employees' working
environment in service organizations (Brown and Mitchell, 1993). The correct match between
staff skills and customers' expectation result in better service quality towards customers. Service
recovery and problem solving have been recognized as important parts of services quality
(Nelson and Chan, 2005).

H3 Responsiveness has significant effect on customer satisfaction.

4 Assurance

This dimension indicates the employees’ knowledge, courtesy and their ability to convey trust
and confidence. Service quality is also linked to the customer satisfaction as how employees use
their knowledge & courtesy and their ability to incorporate trust and confidence.
Parasuramanetal. (1988) reported assurance as an essential dimension of service quality after
reliability and responsiveness towards satisfaction. It is found that a hotel can create customer
satisfaction by ensuring trustworthy behavior and reflection of genuine commitments to service
provision (Nelson and Chan, 2005).The trust and commitment are important factors for
customer satisfaction regarding relationship quality (Nelson, 2006).

H4 Assurance has significant effect on customer satisfaction.

5. Empathy

This dimension shows the magnitude of caring and individual attention given to customers. In
the hotel sector customer care and individual attention is indispensable for the better
performance due to stiff competition. The employees' commitment to deliver quality services,
skillfully handling of conflicts and efficient delivery of services resulted in satisfied customers
for long term benefits (Nelson and Chan, 2005). Malhotra,(2005) examined the difference in
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perceptions of service quality dimensions between developing and developed countries. They
found that in developing countries like India

H5 Empathy has significant effect on customer satisfaction.

6. Communication — listens to its customers and acknowledges their comments, Keeps
customers informed. Understandingthecustomer: -
effortsbytheserviceprovidertoknowandunderstandthe customer languages.

H6 Communication has significant effect on customer satisfaction.

2.3. Conceptual Frame work
Theaimofthissectionistosummarizetheideaaboutpastliteratureandtobringoutthe contributions for

this study area. Thus this part starts with the idea generated and thecontribution follows.
Thegeneralideafromthepastliteratureisthatthereisarelationshipbetweencustomer
satisfactionandservicequality;alsothatservicequalitycouldbeevaluatedwiththeuseoffive
servicequalitydimensionsandthemostuseableistheSERVQUA Lscale. Aquestionnairefor
thehotelguestshasbeendevelopedbasedonthecomponentsoftheservicequalityinthehotel
industryclassifiedintheLODGINGQUALITYINDEX.Moreover,itissupportedbythe marketing

elements.

SERQUAL (Parasuraman, 1988) approach has been the most popular method for choosing
because it is quite complete measure for all the service industry. It covers all six dimension of
quality of the hotel services. However, it still has some weakness. Consequently, it is not a
perfect choice. HOLSERYV scale (Hunter and Gerbing, 1982; Parasuraman 1991) is a simpler
method compared to SERQUAL. HOLSERYV is a customized version of SERQUAL,; it is one
column questionnaire so it is easier to answer each question. However, to develop this
questionnaire, it will be such a long survey that it is difficult to collect a large number of
respondents if HOLSERV is applied.
Therefore,theLODGINGQUALITY INDEX(GettyandThompson,1994)hasbeenchosento
developthequestionnaire. LODGINGQUALITYINDEXisnotonlysolvedsomeweaknessof
SERQUAL but also very specific for the hotel industry.
Followingthetwoclarificationsaboutthedifferentviewsofcustomersatisfactionofacustomer
ofeitherbeingtransaction-specificorcumulative(Bouldingetal.,1993; Andreassen,2000).The
theoreticalframeworktreatscustomersatisfactionastransaction-specific. Thus,customers’in

thispaper isthosewhoconsumethe services,satisfactiondenotescustomer’sdesiretomaintain
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abusinessrelationshipwiththehotelanditisalsothefeelingsofthecustomerstowardsthe

servicesprovidedtothembythehotels;whilecustomersatisfactioninthisstudyisthepleasures obtained

by customers for the services provided to them by the employees of the hotels.

Ithasbeenproventhat“perceivedservicequalityisacomponentofcustomersatisfaction”

al.

Otherresearchershadprovenalsothatthereisarelationshipbetweencustomersatisfactionand
servicequality(Sivadas&  Baker-Prewitt,2000;Wangetal.,2002;Kuo-YF,2003,Liang& Zhang,
2009 Gera, 2011; Sureshchandar, et al., 2002).
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CHAPTER THREE
RESEARCH METHODOLOGY

Methodology is a functional framework through which certain facts are placed so that their
meaning may be seen more clearly. It therefore deals with procedure of research process, data
collection, analysis and presentation in order to achieve research objectives.

3.1. Description of the Study Area
Adama (Oromo: Adaamaa or Hadaamaa; Ambharic:, also known as Nazret or Nazreth is a city

in central Ethiopia and the previous capital of the Oromia Region. Adama forms a Special Zone
of Oromia and is surrounded by MisragShewa Zone. It is located at 8.54°N 39.27°E at an
elevation of 1712 meters, 99 km southeast of Addis Ababa. The city sits between the base of an
escarpment to the west, and the Great Rift Valley to the east.

Adama is a busy transportation center. The city is situated along the road that connects Addis
Ababa with Dire Dawa. A large number of trucks use this same route to travel to and from the
seaports of Djibouti and Asseb (though the latter is not currently used by Ethiopia, following the
Eritrean-Ethiopian War). Additionally, the new Addis Ababa-Djibouti Railway runs through
Adama.

Adama University (formerly Adama Technical Teachers College) is located in Adama.
AdamaStadium is the home of Adama City FC, a member of the Ethiopian Football Federation
league.

The city name Adama may have been derived from the Oromo word adaamii, which means a
cactus or a cactus-like tree. More specifically, adaamii means Euphorbia candelabrum, a tree of
the spurge family, while hadaamii would mean Indian fig.

Following World War 1l, EmperorHaile Selassie renamed the town after Biblical Nazareth, and
this name was used for the remainder of the twentieth century. In 2000, the city officially
reverted to its original Oromo language name, Adama, though "Nazareth" is still widely used.

In 2000, the government moved the regional capital of Oromia from Addis Ababa to Adama,
sparking considerable controversy. Critics of the move believed that the Ethiopian government
wished to deemphasize Addis Ababa's location within Oromia. On the other hand, the
government maintained that Addis Ababa "has been found inconvenient from the point of view
of developing the language, culture and history of the Oromo people.”
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Based on the 2007 Census conducted by the Central Statistical Agency of Ethiopia (CSA), this
city has a total population of 220,212, an increase of 72.25% over the population recorded in the
1994 census, of whom 108,872 are men and 111,340 women. With an area of 29.86 square
kilometers, Adama has a population density of 7,374.82; all are urban inhabitants. A total of
60,174 households were counted in this city, which results in an average of 3.66 persons to a
household, and 59,431 housing units. The four largest ethnic groups reported in Adama were the
Oromo (39.02%), the Amhara (34.53%), the Gurage (11.98%) and the Silte (5.02%); all other
ethnic groups made up 9.45% of the population. Amharic was spoken as a first language by
59.25%, 26.25% spoke Oromiffa and 6.28% spoke Guragiegna; the remaining 8.22% spoke all
other primary languages reported. The majority of the inhabitants said they practiced Ethiopian
Orthodox Christianity, with 63.62% of the population reporting they observed this belief, while
24.7% of the population was Muslim, and 10.57% were Protestant.

3.2. Research Design
Once the research problem is identified and defined clearly, the next step was designing the

research method, because the research design provided guidelines for data collection. Both
qualitative and quantitative research approach have used to investigate and understand the
problem. This mixed research approach is useful to capture the best of both qualitative and
quantitative approaches. Qualitative approach is suitable to understand concepts and phenomena;
whereas quantitative approach is related to identifying the factors that influence the customer’s

satisfactions.

3.3. Population and Sampling procedures
Population is the universe of events from which the sample is extract. The study population for

the research is the customers and guests of three star hotels in Adama. According to the data of
approximately from six three star, hotels the number of population is 2564. It is from this
population that the sample 157. Additionally, the 14 key informants were selected through

purposive sampling those are, hotel managers, employees, guests, and culture and truism office.

3.3.1. Sampling Techniques
The study used non probability techniques to select the respondents. In non probability sampling,

Convenience sampling method is used because the sample population is too large and it is
difficult to include every respondent and because of their convenient accessibility and proximity

to the researcher. Additionally purposive sampling was used to identify the key informants.
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3.3.2.Sample Size Determination
From the total three star hotels customers of Adama city about 2564 customers to determine the

sample size the study is set the sample by using the formula of Kothari (2004) to determine the
sample size of the population which is less than 10,000, the sample size is calculated by using
the following formula.

Using 93% confidence interval

n=2"*p*1—p)
d2

Where n= desired sample size when target population is greater than10, 000
z= standard normal deviate 93% (1.81)
p= target population estimated to have characteristics being measured (50% or 0.5)
q=1-p
d=the level of statically significance = 0.07

_18F*05*(1-0H 16 n= 167 customers
007 Since the target population is less than 10, 000 the sample size

n

was selected by applying population formula

rﬂ_:Ln —
1—|—1<|
Where n= desired sample size when target population is less than10, 000
nl=new sample size (final sample size)
N= the new population, here target population (2564)
n1=167/ 1+ (167/2564) =157 Guests
Therefore, the study employees a total of 171 respondents, which mean 14, are key

informants.

3.4. Data Type and Sources

Key informants from governmental office culture and tourism office, three star hotels
managers, waiters and Guests are provided primary data which is collected using
interviewCustomers are avail primary data which is collected using questionnaire. Secondary
data is collected from official government document, cash register, magazine, internet and

related research paper.
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3.5. Method of Data Collection

Interviews are used to gather data from key informants, from government’s office and hotels.
Survey questionnaire is used to gather quantitative data from customers about perception,
expectation, factors and effects of services quality on customer satisfaction. Field observation
of three star hotels facility and utilities that important is done. Document review is done to
understand the factors that influence customer satisfaction and effects of service quality on
customer satisfaction on three star hotels.
3.6. Method of Data Analysisand presentation

Thematic analysis is done for qualitative data. Data collect using questionnaire is cleaned, edited,
coded, processed using and SPSS, descriptive statistical such as frequency and percent is used to
analyze the data. Secondary data analysis is done for document review. Qualitative data is
presents in narrative form. Quantitative data is presents using relevant tools basing on data type
table, charts and graph.Qualitative data is presents in narrative form.

3.7. Ethical Considerations

Researchinhotelindustryisfoundtobeverytiringsome.Inthecountrywherethe
importanceofresearchisstillunidentified,theresearchersufferedalottoconvincethe
importanceofthisresearchtoimprovetheirhotels servicequality.Eveninsomehotelsmanagersare
notquitepositivetohandlequestionnaires. However,itisresearchethicstogathernecessary
informationwithpatiencetilltheresearcherconcludeeverythingthatheneedsfrom
respondents.Allinformationgetfromtherespondentsaretreatedwithconfidentiality
withoutdisclosureoftherespondents’identity. Moreover,noinformationismodifyingor
change,henceinformationgetispresents ascollectedandthe entireliteraturescollectfor the purpose

of this study arte appreciates in the reference list.
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CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION

This chapter presents a demographic description of the sample in terms of age, sex, level of
education and the finding of the study. Finally, the statistical methods of analysis were discussed,
which included a descriptive analysis, through SPSS version 20.

4.1 Reliability Test
The first step of measurement testing process is reliability test. One method to measuring

reliability is through internal consistency which refers to the degree of inter-correlation among
items that comprise the measure or summated scale (Flynn et al., 1990). The most widely
accepted measure of internal consistency is Cronbach’s alpha which is the average of the

correlation coefficient of each item with each other item (Cronbach&Meehl, 1955).

All items shows strong consistency and its constructs indicated by values of Cronbach’s alpha
higher than 0.70. This suggests that the items concerned adequately measure a single construct
for each tested variable (tangibility, reliability, responsiveness, confidence, communication and
empathy). Reliability measurements for each construct are shown in Table 4.1.

Table 1Table 4.1: Reliability Statistics

Variables Alpha No. of items Alphas
Tangibility 11 905
Reliability 4 828
Responsiveness 6 919
Confidence 3 873
Communication 2 715
Empathy 3 813

Source: Own computation (2018)
4.2. Response Rate

The researcher achieved a 96%response rate. This means Out of the total 157 only 6respondents
did not respond. Therefore the results are analyzed using sample size 151. All key informants

were interviewed.
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4.3 Backgrounds and Characteristics of the Respondents

The main demographic profile of respondents of the study area such as age, sex, educational

background of respondent's, occupational status, nationality of respondents and marriage status

are presented.

Table4. 2: General Information of Respondents

Frequency Percentage

Male 104 68.9%

Gender Of Respondent Female 47, 31.1%
Subtotal 151 100.00%

26-35 63 41.7%

36-45 32 21.2%

Age Group 46-55 19 12.6%
Above 55 0 0.0%

18-25 37 24.5%

Subtotal 151 100.0%

Diploma 17 11.3%

Degree 5] 33.8%

Educational Level MA And Above 50 33.1%
Others 12 7.9%

High School 21 13.9%

Subtotal 151 100.0%

Retire 51 33.8%

Business Owner 34 22.5%

. Employed 36 23.8%
Occupational Status Other 7 1.6%
Student 23 15.2%

Subtotal 151 100.0%

Foreigner 5 3.3%

Nationality of Respondents Ethiopian 146 96.7%
Subtotal 151 100.0%

Married 66 43.7%

Divorced 4 2.6%

Marital Status Widowed 2 1.3%
Single 79 52.3%

Subtotal 151 100.0%

Source:own field survey (2018)

4.3.1 Respondents Distribution by sex
As we can see from the table above, up on the total population 104 (68.9%) respondents are male

whereas 47 (31.1%) of them are females. As the figure 4.1 shows a little more than two-third of

the respondents are males where as one third of the respondents are females. This implies both
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male and female customer of the three star hotels in Adama. The following chart depicts the

distribution vividly.

Gender of Respondents

0 0

H male

m female

Figure 4.1Gender of respondents

4.3.2 Respondents’ Age Distribution

Most of the customer’s are under the age group of 26-45 (62.9%) followed by the age group 18-
25(24.5%). From the total respondents 12.6% of them are in the age range of 46 to 55. This is
implies majority of the customers of the three star hotel in Adama are under their adult age.

4.3.3 Educational Level of Respondents
Figure 4.2 Educational Levels
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Sources: Filed Survey, 2018
About one third of the total respondents (33.8%) of the respondents are degree holder and 33.1%
are second degree holders and above, while 13.9% and 11.3% of the respondent had high school
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certificates and diploma holders, respectively. This indicates most of the customers of three star
hotels in adama are educated person.

4.3.4 Occupational Status Of Respondents
Table 4.3 occupational status

Student 23 15.2
Retire 51 33.8
Business Owner 34 22.5
Employed 36 23.8
Other 7 4.6
Total 151 100.0

Sources: Filed Survey, 2018

Table 4.3 indicates about 22.5% customers were business owner and employed and 33.8% were
retired. Aboutl15.2% customers were students and only 4.6% were accounted as others. This
implies majority of the customers were business owner and employer which followed by retired
persons.

4.4.4 Nationality of Respondents

@®

M ethiopian

H foreign

Sources: Filed Survey, 2018
Figure 4.3 Nationalities of Respondents
The above figure indicates that most of (96.7%) of customers were from Ethiopian and only

3.3% were from other countries or foreign.
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4.5.6 Marital Status of Respondents
Table 4.4 Marital Status

Frequency Percent
Single 79 52.3
Married 66 43.7
Divorced 4 2.6
Widowed 2 1.3
Total 151 100.0

Sources: Filed Survey, 2018
The above table exhibits that majority (52.3%) of the customers were single, 43.7% customers

were married and only 2.6% and 1.3% customers were divorced and widowed, respectively. This
indicates that customers of three star hotels in Adama hotel were from different marital status.
4.4 Intention of Customers to Use Three Star Hotels

Table 4.4 purpose of visit

Frequency Percent
Pleasure 51 33.8
Business 24 15.9
Visiting Relatives 16 10.6
Conference 47 31.1
Study 9 6.0
Others 4 2.6
Total 151 100.0

The above table indicates that 33.8% customers were used the three star hotel for the purpose of
pleasure and 31.1% of the customers were used the three star hotel for the purpose of conference.
On the other hand 15.9% and 10.6% customer were using the three star hotels for the purpose of
business and visiting relatives, respectively. Finally, 6% and 2.6% of customers were using the
three star hotels for the purposes of study and others, respectively.

Hotel selection
The below figure presented 33.8% of customers use government place and internet search to find

the hotels. On the other hand 27.8% and 4.6%use word of mouth and travel agency respectively.
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Table 4.5 Monthly Incomes of Respondents
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Monthly income Frequency Percent

<2000 30 19.9

2001-4000 27 17.9

4001-6000 17 11.3

6001-8000 22 14.6
8001-10,000 21 13.9

>10,000 34 22.5

Total 151 100.0

Sources: Filed Survey, 2018
According to table 4.5 majority of 57.7% customers were 2001-10,000 and 22.5% customers
were >10,000 monthly incomes. The reaming 19.9%of customers incomes were<2000 monthly

incomes.
Table 4.6 Years of customers contact with hotel

Years contact with
hotel Frequency Percent
<lyear 70 46.4
1-5yr 69 457
6-10yr 7 4.6
11-15yr 3 2.0
>15yr 2 1.3
Total 151 100.0

Sources: Filed Survey, 2018
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According to table 4.6 indicates majority 46.4% and 45.7% of customers were contact with the
hotel <lyears and 1-5year respectively. On the other hand 4.6%, 2% and 1.3% of customers were
contact with the hotel 6-10, 11-15 and >15years respectively. Based on this the study implies that

52.3% customers were familiar with the three star hotel 1-15years.
Table 4.7 Services Quality in the Hotel

Frequency Percent
above my expectation 45 29.8
equal with my expectation 98 64.9
below my expectation 8 5.3
Total 151 100.0

Sources: Filed Survey, 2018

The above table show that the quality of services hotel. Based on this the majority 64.9%
customers responded the services they got equal with their expectation. On the other words
29.8% of customers were got services above their expectation. The remaining 5.3% customers
were responded by said the services they got were below their expectation. Generally the study
show that the services quality customers acquired were equal their expectation and above their
expectation.

4.5 Factors That Affect Customer’s Satisfaction

Customer satisfaction has become a critical concern for companies and organizations in their
efforts to advance product and service quality, and sustain customer loyalty within a highly
competitive marketplace. Recently a number of customer satisfaction indicators have been

developed and applied across different countries.

It is generally believed that providing high standard of service quality can result in high level of
customer satisfaction. In order to achieve customer satisfaction, it is important to recognize and
to anticipate customers' needs and to be able to satisfy them. Customer needs and perceptions are
generally depending on the background of customers. Accordingly, the following section
presents factors that affect customer satisfaction by considering respondents’ general
characteristics.

Gender and Customer Satisfaction

To test whether satisfaction of respondents is different across the gender of the subjects

considered in this study the following cross tab is presented:
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Crosstab
Gender Of Respondent Total
Female Male
Not Met My Expectation At All 7 19 26
Below My Expectation 4 20 24
Customer Satisfaction By ] ]
. . Equal With My Expectation 6 15 21
Services In This Hotel
\IAbove My Expectation 17 23 40
Highly Exceed My Expectation 13 27 40
Total 47 104 151

As we can see from the above crosstab majority of the respondents are satisfied by the services
provided by three star hotels irrespective of their gender. However, the proportion of female
satisfied respondents is larger than that of male respondents. However, as of the chi square table
asserts there is no substantial difference between male and female respondents in view of the

services of three star hotels in Adama town.

Chi-Square Tests

Value Df Asymp. Sig.

(2-sided)
Pearson Chi-Square | 5.068° 4 .280
Likelihood Ratio 5.233 4 .264

N of Valid Cases 151

a. 0 cells (0.0%) have expected count less than 5. The

minimum expected count is 6.54.

Since the p value of the chi square test is above 0.05, it has to be concluded that the difference of
stands of respondents regarding to their satisfaction on service provision of three star hotels in
Adama city.

Similar to gender, overall satisfaction of customer s on the services of three star hotels in Adama
city have no significant difference across other factors namely age of respondents, educational
background, occupational status, nationality of respondents, marital status and income level as

depicted in the annex.
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» Customer Satisfaction across Nationality of Respondents

On the other hand, the study attempts to test the relationship among characteristics of
respondents and quality service dimensions. The next crosstab depicted respondents’ satisfaction

across their nationality.

Crosstab
Nationality Of Respondents Total
Ethiopian Foreigner
Highly Dissatisfied 1 0 1
- Dissatisfied 1 1 2
azzt:;fled by Empathy Of The Neutral 27 > 29
Satisfied 55 0 55
Highly Satisfied 62 2 64
Total 146 5 151

The above cross tab clearly indicated that most of the respondents are Ethiopian nationals while
only five of them are foreigners. In the case of Ethiopian nationals more than 87% of the
respondents are at least satisfied where as only 40% of foreigners are found to be highly
satisfied. About 40% of the respondents are neutral in this case while the remaining 20% of the

respondents are dissatisfied by the empathy of the hotels considered in this study.

Chi-Square Tests
Value Df Asymp. Sig.
(2-sided)
Pearson Chi-Square 16.706° 4 .002
Likelihood Ratio 8.783 4 067
Lmear_—b}/-Llnear 9 537 1 111
Association
N of Valid Cases 151
a. 7 cells (70.0%) have expected count less than 5. The
minimum expected count is .03.

The above chi square test exhibited that there is a significant relationship (P<0.05) between the
view of respondents regarding the satisfaction of customers on empathy of the hotels studied and

the respondents nationality.
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» Customer Satisfaction On Empathy Of Hotels Across Income Group
Similar to nationality income group has apparent influence on the satisfaction level of customers.
Due to this reason the following cross tab vividly presents how respondents view related with
monthly income of respondents.

Crosstab
Monthly Income Of Respondents Total
<2000 | 2001- | 4001- | 6001- | 8001- [>10,000
4000 | 6000 | 8000 | 10,000
Highly
Dissatisfied 0 0 0 0 ! 0 L
Satisfied The Dissatisfied 0 1 0 0 0 1 2
Empathy Of The Neutral 7 10 4 0 1 7 29
Hotel Satisfied 10 1 4 8 15 17 55
Highly
Satisfied 13 15 9 14 4 9 64
Total 30 27 17 22 21 34 151

The above table clearly portrayed that most of the respondents have said that they are satisfied by
the empathy of the hotel. However, their response seems to depend on the monthly income of the
respondents. When one can look at this cross tab it is easy to understand that the number of
satisfied respondents increases as the income of the respondents increases.

Chi-Square Tests
Value Df Asymp. Sig.
(2-sided)

Pearson Chi-Square 46.858% 20 .001
Likelihood Ratio 53.580 20 .000
Llnear_-by-Llnear 677 1 11
/Association

N of Valid Cases 151

a. 15 cells (50.0%) have expected count less than 5. The
minimum expected count is .11.

As of the above chi square test shows the p value is .001 which implies that there is a significant
relationship between respondents view on empathy and their income level.

The study also tries to assess the relationship between other quality dimensions (Tangibility,
reliability, responsiveness, communication and confidence) and characteristics of respondents as

indicated in the annex.
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4.3. Dimension of Service Quality

As literatures apparently advocates there are tangible and intangible (reliability, responsiveness,
communication and confidence) service quality dimensions.Based on this assumption the
following  section presents each dimensions of service quality so as to
examinetheeffectofmajorservicequalitydimensionsonCustomerSatisfaction in three star hotels in

Adama.
Table 4.8 Tangibility
Strongly Strongly

o disagree Disagree | neutral Agree agree Total
Tangibility No. | % No % |No|% No | % No | % No. | %
Physical 9 6.0 5 33| 26 172 | 67| 444 44 29.1 | 151 100.0
facility
Employee 7 46 2 1.3 ] 10 6.6 | 62411 70 46.4 | 151 100.0
dressed
Hotel 9 6.0 5| 33 5 33| 56371 66 43.7 | 151 100.0
atmosphere
Shop 16 106 | 14 93| 55 364 | 33|219 33 21.9 | 151 100.0
Well lighted 13 86| 4| 26| 12 79| 68 45| 54| 358|151 100.0
Enough 20 132 | 20 13.2 24 159 | 251 16.6 62 41.1 | 151 100.0
banking
Enough 6 4.0 3| 20| 13 8.6 | 33219 96 63.6 | 151 100.0
parking
Sign system 9 6.0 | 14 93| 25 166 | 48| 318 55 36.4 151 100.0
Seats 4 26| 10| 66| 19| 126| 53351 65 430 | 151 100.0
cleanness
Security 4 26| 11 73| 17 113 | 57377 62 41.1 | 151 100.0
Air 15 99| 12| 79| 34| 225| 42278 48 318 | 151 100.0
condition

Total 112 741|100 | 66.1 | 240 | 1589 | 544 | 3604 | 655 | 433.9 | 1661 1100

Sources: Filed Survey, 2018
The table 4.8 reflected one of the dimensions of service quality of customer satisfaction in three
star hotels in terms of tangibility. 73.5% customers were agree with the statements of the
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physical facilities of the hotels are visually appeal and 9.3% customers were disagree with the
statement. The reaming 17.2% customers were neutral with the statement physical facilities of
the hotels are visually appeal. This indicates the services provided in the three star hotels quality
was mode

In terms of employee well-dressed uniforms and neat, 87.5% customers were said the employee
was well-dressed and neat in the hotel and 5.9% customers were disagreeing with the statement.
Only 6.6% customers were neutral with the statement whether the employee were well-dressed
or not in the hotel. Additionally 80.8% of the customers were agree by saying hotel restaurant’s
atmosphere was inviting and 9.3% customers were disagree with hotel restaurant’s atmosphere
was inviting. The remaining 3.3% customers were neutral with the statements. 43.8% customers
were suggested that the shops found in the hotel were pleasant and attractive. On the other hand
19.9% customers were disagrees with the statement and only 19.9% customers were neutral with
the hotel shops were pleasant and attractive. In terms of the hotel brightness and well-lighted
80.8% customers were agree and 11.2% customers were disagree with the statement. Additional
7.9% customers were neutral with hotel brightness and well-lighted.

57.7% accounts of customers were agreed with enough banking services in the hotels and 26.4%
customers were disagree with statement. Only 15.9% customers were neutral with enough
banking services in the hotel. Additionally 85.5% customers were suggested there were clean
and enough parking area in hotels and 6% of customers were disagree with the statement. The
remaining 8.6% customers were neutral with the clean and enough parking area in the hotel.
68.2% customers were agree with the hotel had effective sign system and 15.3% customers were

disagree with the statement. The reaming 16.6% customers were neutral.

Majority 78.1% of customers were agree with the hotel seats were clean and comfortable and
9.2% were disagree with the idea. And only the 12.6% customers were neutral with hotel seats
were clean and comfortable. Additionally 59.6% customers were agree with air condition was
available in the hotel and 17.8% customers were disagree with the statement. The reaming 22.5%
customers were neutral with availability of air condition in the hotel. Generally the study
indicated that the services quality of three star hotels in Adama was a good in terms of

tangibility.
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Table 4.9 Reliability

Strongly Strongly

disagree Disagree Neutral Agree agree Total
Reliability No. [% |No |% |No|% |No|% |No|% |No. |%
Reservation 6| 40 4| 26| 31| 205| 60397 50 | 331 151 | 1000
effectiveness
Guest room 7| 46 7| 46| 28| 185| 45| 298 64 | 424 151 | 1000
TV, radio, 4| 26 14| 93| 50| 331| 51338 32| 212| 151| 1000
ATM internet
etc
I got what | 7| 46 8| 53| 32| 212| 53| 31| 51| 338 151 | 100.0
paid

Source: field survey,2018

72.8% accounts of customers were agree with the reservation was handled efficiently in the
hotels and 6.6% customers were disagree with statement. The remaining 20.5% customers were
neutral with the reservation was handled efficiently in the hotel. Additionally 72.2% customers
were agree with guest room was ready properly as promised in the hotel and 9.2% customers
were disagree with the statement. The reaming 18.5% customers were neutral with the guests
room was ready properly as promised in the hotel. In terms of additional service in the hotel such
as TV, radio, internet, ATM, lights, shop, clinic, newspaper, magazines and other mechanical
equipment availability 55% customers were agree and 11.9% customers were disagree with the
statement. And33.1% customers were neutral with hotel TV, radio; internet, ATM, lights, shop,
clinic, newspaper, magazines and other mechanical equipment availability. Majority 68.9% of
customers were agreeing with the hotel services they got what they paid and 9.9% were
disagreed with the idea. And 33.1.6% customers were neutral with hotel services they got what
they paid. The study indicates that the services quality of three star hotels in Adama was good in
terms of reliability.
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Table 4.10 Responsiveness

Strongly Strongly
Responsivene | disagree Disagree Neutral Agree agree Total
ss No. |% |[No |% |[No |% No | % No | % No. | %
Employee 7| 46 9] 60| 19| 126 55| 364| 61| 404| 151 1000
response
Informative 15| 99 7] 46| 35| 232 50| 331 44| 291 151 | 100.0
literature
Willing to 6| 40 5 33| 22| 146 46| 305| 72| 477 151 | 100.0
answer
Help 9| 60 4 26| 15 99| 48| 318 75| 497 151 | 100.0
customer
Employee 6| 40 3] 20| 30| 199 51| 338| 61| 404| 151 1000
information
Room service 5] 33 5 33| 3| 238 49| 325| 56| 371 151 | 100.0

Source: field survey,2018

76.8% accounts of customers were agree with the employee responded promptly to their requests
in the hotels and 10.6% customers were disagree with statement. The remaining 12.6%
customers were neutral with the employee responded promptly to their requests in the hotel.
Additionally 62.1% customers were suggested there were informative literature about the hotel
provided and 14.5% of customers were disagreeing with the statement. The remaining 23.2%
customers were neutral with the informative literature about the hotel provided.81.5% accounts
of customers were agree with the hotel employees were willing to help customer and provide
quick service in the hotels and 8.6% customers were disagree with statement. The remaining
9.9% customers were neutral with the hotel employees were willing to help customer and
provide quick service in the hotels. Additionally 74.2% customers were suggested that
employees make information easily obtainable by customers and 6% of customers were disagree
with the statement. The remaining 19.9% customers were neutral with employees make
information easily obtainable by customers.

Majority 69.6% of customers were agree with the hotel room service was prompt and 6.6% were
disagree with the idea. And the remaining 23.8% customers were neutral with hotel room service
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was prompt. The finding shows that the services quality of three star hotels in Adama was a good

in terms of responsiveness.
Table 4.11Confidence

Strongly Strongly

disagree Disagree Neutral Agree agree Total
Confidence No. [% [No [% [No[% No | % No | % No. | %
Employees 8 5.3 5 33| 14 93| 44| 291| 80| 530 151 | 100.0
respect
Employee 2 1.3 4 26| 24 159 | 46 305 | 75 49.7 151 100.0
polite
The facilities 3| 20 2| 13| 26| 172| 61| 404| 59| 391 151 | 100.0
locate

Source: field survey,2018

Regardless of the above finding, respondents also reflect their perception about three star hotels
service quality and customer satisfaction with dimensions of service quality. So 82.1% accounts
of customers were agreed with the hotel employees were treated them with respect and 8.8%
customers were disagree with statement. The remaining 9.3% customers were neutral with the
hotel employees were treated them with respect. Majority 80.2% of customers were agree with
the hotel employees were polite when answering their questions and 3.9% were disagree with the
idea. And15.9% customers were neutral with hotel employees were polite when answering their
questions. Additionally 79.5% customers were suggested that the facilities were conveniently
located and 3.3% of customers were disagreeing with the statement. The remaining 17.2%
customers were neutral with the facilities were conveniently located. As the study reflect the

services quality of three star hotels in Adama was good in terms of confidence.
Table 4.12 Communication

c | Strongly Neutral Strongly | Total
ommunicatio disagree Disagree Agree agree

n No. |% |No |% |No|% No | % No | % No. | %
undivided 5| 33 7| 46| 32| 212| 53| 351| 54| 358| 151 | 1000
attention

find out my 1 7 6| 40| 44| 201| 53| 351| 47| 31| 151 | 1000
particular need

Source: field survey,2018
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Regardless of the above finding, respondents also reflect their perception about three star hotels
service quality and customer satisfaction with dimensions of service quality. So 70.9% accounts
of customers were agreed with they received undivided attention at the front desk and 7.9%
customers were disagreeing with statement. The remaining 21.2% customers were neutral with
they received undivided attention at the front desk. Additionally 66.2% customers were
suggested that the reservationists tried to find out their particular need and 4.7% of customers
were disagreeing with the statement. The remaining 29.1% customers were neutral with
reservationists tried to find out their particular need. The study implies the services quality of

three star hotels in Adama was a good in terms of communication.
Table 4.13 Empathy

Strongly Neutral Strongly | Total
disagree | Disagree Agree agree
Empathy No. |% |No|% |No|% |No|% |No|% |No |%
convenient 533 0 0| 20| 132| 53| 351| 73| 483 151 | 100.0
location reception
compensation 8|53 2| 13| 69| 457| 39| 258| 33| 219 151 | 1000
schemes
Enough facility 7| 46| 8| 53| 38| 252| 41| 272| 57| 377| 151| 1000

Source: field survey,2018

Regardless of the above finding, respondents also reflect their perception about three star hotels
service quality and customer satisfaction with dimensions of service quality. So 83.4% accounts
of customers were agreed with the convenient location of the hotel reception and 3.3% customers
were disagreed with statement. The remaining 13.2% customers were neutral with the convenient
location of the hotel reception. Additionally 47.7% customers were suggested that the hotel
provides compensation schemes in case of loss or customer healthy and 6.6% of customers were
disagreeing with the statement. The remaining 45.7% customers were neutral with the hotel
provides compensation schemes in case of loss or customer healthy. Majority 64.9% of
customers were agreeing with enough facility in the hotel for the customers and guests and 9.9%
were disagreed with the idea. And 25.2% customers were neutral with enough facility in the
hotel for the customers and guests. According to the study shows the services quality of three

star hotels in Adama was a good in terms of empathy.
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4.3. Customer Satisfactions
Table 4.1 Customer Satisfactions

Highly

dis Dis Highly

satisfied | satisfied Neutral | Satisfied satisfied Total
Customer No No | % No | % No | % No | % No. | %
satisfaction EL
satisfied the 2| 13| 4| 26| 31| 205| 67| 444 | 47| 31.1| 151 | 100.0
tangibility
satisfied the 4| 26| 2| 13| 27| 179] 59| 391| 59| 301 | 151 | 1000
reliability
satisfied the 10| 66| 8| 53| 16| 106| 58| 384| 59| 3901| 151| 1000
responsiveness
satisfied the 6| 40| 12| 79| 23| 152| 55| 364| 55| 364| 151| 100.0
confidence
satisfied the 2| 13 4| 26| 27| 179| 57| 37.7| 61| 404| 151 100.0
Communication
satisfied the 1|7 2| 13| 20| 192| 55| 364| 64| 424| 151| 1000
Empathy

Source: field survey,2018

Regardless of the above finding, respondents also reflect their perception about three star hotels
service quality and customer satisfaction with customer satisfaction depend on their perception in
the hotel. Based on the above table 75.5% accounts of customers were agree with highly satisfied
the tangibility of hotel and 3.9% of customers were disagree with statement. The remaining
20.5% customers were neutral with highly satisfied the tangibility of hotel.78.2% accounts of
customers were agree with highly satisfied the reliability of the hotel and 3.9% of customers
were disagree with statement. The remaining 17.9% customers were neutral with highly satisfied
the reliability of the hotel.77.5% accounts of customers were agree with highly satisfied the
responsiveness of the hotel and 11.9% of customers were disagree with statement. The
remaining 10.6% customers were neutral with highly satisfied the responsiveness of the
hotel.72.8% accounts of customers were agree with highly satisfied the confidence of the hotel
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and 11.9% of customers were disagree with statement. The remaining 15.2% customers were

neutral with highly satisfied the confidence of the hotel. Majority 78.1% of customers were agree

with highly satisfied the communication of the hotel and 3.9% were disagree with the idea. And

17.9% customers were neutral with highly satisfied the communication of the hotel. Additionally

78.8% customers were suggested that highly satisfied with the empathy of the hotel and 2% of

customers were disagreeing with the statement. The remaining 19.2% customers were neutral

with highly satisfied the empathy of the hotel. At the end the finding indicates that the customer

satisfaction of three star hotels in Adama was as much as possible it were in good stands.

Correlation Analysis

Correlations

Customer  [Tangibility | Reliability |Responsivene| Confidence |Communicat| Empathy
Satisfaction SS ion
Pearson 1 162" 220" 164" 206" 221" 159
Customer Correlation
Satisfaction Sig. (2-Tailed) 047 007 044 011 006 052
N 151 151 151 151 151 151 151
Pearson * o ok e ok sk
o Correlation .162 1 716 .660 .678 591 578
Tangibility
Sig. (2-Tailed) .047 .000 .000 .000 .000 .000
N 151 151 151 151 151 151 151
Pearson 220" 716" 1 725" 726" 561" 656
o Correlation
Reliability
Sig. (2-Tailed) .007 .000 .000 .000 .000 .000
N 151 151 151 151 151 151 151
Pearson 164" 660 725" 1 792" 601" 602
) Correlation
Responsweness
Sig. (2-Tailed) .044 .000 .000 .000 .000 .000
N 151 151 151 151 151 151 151
Pearson 206" 678" 726" 792" 1 729" 663"
. Correlation
Confidence
Sig. (2-Tailed) .011 .000 .000 .000 .000 .000
N 151 151 151 151 151 151 151
Pearson 221" 591" 561" 601" 729" 1 712"
o Correlation
Communication
Sig. (2-Tailed) .006 .000 .000 .000 .000 .000
N 151 151 151 151 151 151 151
Pearson 159 578" 656™ 602" 663" 712" 1
Correlation
Empathy
Sig. (2-Tailed) .052 .000 .000 .000 .000 .000
N 151 151 151 151 151 151 151

*. Correlation Is Significant At The 0.05 Level (2-Tailed).
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‘**. Correlation Is Significant At The 0.01 Level (2-Tailed).

The above table shows that Correlation value between service quality dimensions and customer
satisfaction. The results of correlation analysis supported theories of customer satisfaction and
proved that there is a positive and strong significance relationship between the quality

dimensions and customer satisfaction.

Tangibility and customer satisfaction (r=.162*, p < 0.05), reliability and customer satisfaction (r
=.162**, P < 0.01), responsiveness and customer satisfaction (r=.164*, P < 0.05), confidence and
customer satisfaction (r = .206*, p< 0.05), communications and customer Satisfaction (r=221**,
P < 0.01) are positively correlated respectively. However, the correlation between Empathy and
customer satisfaction found to be insignificant at the 0.05 significance level nevertheless it is
significant at 0.07.

On the other hand the correlation analysis among the quality dimensions reveals that there are
significant and positive correlations between each of the quality dimension with each other in
99% level of confidence (P<0.01).

Regression Analysis

The researcher used multiple regression analysis to examine the independent variables
(Tangibility, Reliability, Responsiveness, Confidence, and Communications) on the dependent

variable customer’s satisfaction.

Model Summary
Multiple R R Square Adjusted R Square Apparent Prediction Error
565 511 .260 .000
Dependent Variable: customer satisfaction
Predictors: tangibility , reliability , responsiveness ,confidence and Communication

Coefficients 2

Model Un standardized |Standardized| t Sig. Co linearity
Coefficients Coefficients Statistics
B Std. Error Beta Tolerance| VIF
(Constant) 1.555 631 2.462 015
Tangibility -.078 210 -047  -374 709 4120 2.425
Reliability 287 212 183 1.353 004 3520 2.842
! Responsiveness -.083 180 -065  -.459 647 319 3.137
Confidence .060) 214 -.046 282 .000 247 4.048
Communication 235 185 1520 1.270 .000 451 2.218

45



la. Dependent Variable: Customer Satisfaction by the service
From the above regression table the following formula can be drawn:

(Y)= 1.555- 0.047*Tang. + 0.183*Reliab.-0.065*Respo-0.46*Conf.+0.152*Comun.+e

Where:

Y: Estimated customers’ satisfactions

Constant a=1.555

Tangibility Coefficient = -.047

Reliability Coefficient = 0.183

Responsiveness Coefficient =-0.065

Confidence Coefficient = -0.46

Communications Coefficient=0.152

e- Indicates random error.

If we take the value of R2 to be the explanation power of regression model, these 5 service
quality variables can clearly explain 51.1% of the variation of the customer satisfaction.
Considering the beta coefficient of each independent variable and its significant level, we found
that 4 components of service quality including tangibility, reliability, responsiveness, confidence,
and communication show the significant impact on customer satisfaction (at the 5% significant
level). From these dimensions reliability expresses the strongest impact on customer satisfaction
with highest coefficient value of 0.183 followed by communication with coefficient value of
0.152. Responsiveness and tangibility represent the relative smaller impacts with negative
coefficient values of -0.047 and -0.065 but with insignificant impact, respectively. Confidence

has significant but negative impact on customer satisfaction at the 5% level.

The reliability coefficient beta and p value of confidence were positive and significant (beta=
0.183, p < 0.05) effect on customers’ satisfactions in Adama studied hotels. Means the customer
satisfaction in hotel is directly affected by the confidence where an increase in confidence by

0.183 will cause a direct increase in the customer satisfaction.

The value of communications contribution to the customer Satisfaction is beta=0.152, and p-
value less than 1% sig. level). That means communications on customer satisfaction, where an

increase in communications by 0.152 will cause an increase in the customer satisfaction in hotel
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industry. On the other hand the coefficients and p value of tangibility and responsiveness were
negative but insignificant.

The Model summary table 4.3.2 and the ANOVA table 4.3.3, include the R Square value, which
serves as the proportions of the variation in dependent variable (customers’ satisfactions) being
explained by the variation in independent variable service quality dimensions. In other words this
means that the R Square depicts how good the regression model is at explaining the variance in
Customer Satisfaction in hotels’ industry.

This is a good finding, but in order to find out if it is significant one must study the ANOVA
table. The ANOVA table shows the results from the analysis of the variance and determines if
the R Square value is significant or not. In this case the ANOVA table shows that the finding is
significant because the p-value is less than significance level 0.1%. This indicates that the overall
model was reasonable fit and there was a statistically significant association between service

quality dimensions and customer satisfaction.

ANOVA
Sum of Df Mean Square F Sig.
Squares
Regression 48.187 12 4.016 5.390 .000
Residual 102.813 138 745
Total 151.000 150
Dependent Variable: customer satisfaction
Predictors: tangibility , reliability , responsiveness ,confidence and Communication

Discussion and interpretation

The research results demonstrate that the service quality is a strong driver for customer
satisfaction in hotel service in Adama. Among the quality dimensions, all of them represent the
significant impacts on the customer satisfaction. However, there are other studies which stress
the most significant impact of Empathy on Customer satisfaction. Empathy refers to providing
customers individual attention, understanding customer specific needs, having positive attitude
when receive feedback from customers, and providing healthful menu. That means the hotels can
considerably increase their customer satisfaction level if they may better perform their empathy.

Conversely, responsiveness which refers to the willingness to serve customers, availability to

respond to customers’ requests and flexibility to meet customers’ demands has the strongest
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impact on customer satisfaction. Reliability contains attributes relating to performing services on
time and accurately, solving problem sincerely, and keeping records confidentially is the next
strong impact dimension; Reliability dimensions which referring to keeping promises, accurate
and timely service, safe and secure stay has found to be important to customer satisfaction. These
results imply suggestions for hoteliers to strongly focus on improving these quality dimensions
to better gain and customer satisfaction. It can be seen that these quality dimensions mostly rely
on hotel staff’s knowledge and attitude. One concerning suggestions for hoteliers is that they
should appropriately allocate resources to provide training for hotel staff. As a result, hotel staff

will be more confident with occupational skills and knowledge to serve and help customers.

One limitation of this study is that the survey was conducted with customers of three-star hotels
in Adama city. Moreover, time period to collected data were narrow in range with limited valid
responses of 151 respondents. Thus, some conclusions may be improved in other more extensive
studies. Despite these limitations, the study contributes to enrich the literature of service quality
and customer satisfaction from a customer perspective. It enhances understanding of service
quality and its impacts on customer satisfaction. The findings and implications will benefit
hoteliers working in Adama who want to increase competitive advantage through quality

dimensions.

As seen in analysis part majority, 68.9% customers were males where as 31.1% females. This
implies both male and females was customer of the three star hotels in Adama. Additionally 26-
45 age groups customers were adults, accounts for 62.9% and18-25 age groups are accounts
24.5%.0nly12.6%o0fcustomers are in the range of 46 to 55 age group. This is implies majority of
the customers of the three star hotel in Adama are adult age groups. In terms of educational
status,33.8%oftherespondentshaddegreeholderand33.1%aresecond degree holders and above,
whereas13.9%and11.3%oftherespondenthadhighschoolcertificates and  diploma  holders
respectively. This indicates most of the customers of three star hotels in adama are educated
person. As seen in analysis section 46.3% customers were business owner and employed and
33.8% were retired. About 15.2% customers were students and only 4.6% were accounted by
others. This implies majority of the customers were business owner and employer which

followed by retire.
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In addition when we look the purpose of visit,33.8% customers were used to the three star hotel
for the purpose of pleasure and 31.1% of the customers were used the three star hotel for the
purpose of conference. On the other hand 15.9% and 10.6% customer were using the three star
hotels for the purpose of business and visiting relatives respectively. Finally 6% and 2.6% of
customers were using the three star hotels for the purposes of study and others respectively. As
the researcher conduct interview with different parts Adama town was a conference and business
transaction town. This implies the three star hotels in Adamawas familiar with different

customers from different areas.

In terms of customer incomes 57.7% customers were 2001-10,000 and 22.5% customers were
>10,000 monthly incomes. The reaming 19.9% of customers incomes were<2000 monthly
incomes. This study indicates that the majority of the customers those who earns 2001-10,000per
month were customers of three star hotels in Adama.

Majority 46.4% and 45.7% of customers were contact with the hotel <lyears and 1-5year
respectively. On the other hand 4.6%, 2% and 1.3% of customers were contact with the hotel 6-
10, 11-15 and >15years respectively. Based on this the study implies that most of customers
were familiar with the three star hotel short period of time. In addition to this, the quality of
services in hotel discussed as follow:- the majority 64.9% customers responded the services they
got equal with their expectation. On the other words 29.8% of customers were got services above
their expectation. The remaining 5.3% customers were responded by said the services they got
were below their expectation. Generally the study show that the services quality customers
acquired were equal their expectation and above their expectation.
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CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS

5.1 Summary of Findings

In line with the research questions raised in this study the following important points were found:

Both male and female are customers of the three star hotels in Adama; majority of the customers
of the three star hotels in Adama are under their adult age; most of the customers of three star
hotels in Adama are educated person; majority of the customers were business owner and employer
which followed by retired persons; customers of three star hotels in Adama hotel were from

different marital status;

Majority of the three star hotel customers in Adama has a purpose of either pleasure or
conference

It is found that there is no substantial difference between male and female respondents in view of
the services of three star hotels in Adama town.

overall satisfaction of customer s on the services of three star hotels in Adama city have no
significant difference across factors namely age of respondents, educational background,

occupational status, nationality of respondents, marital status and income level.

The study reveals that there is a significant relationship between the view of respondents
regarding the satisfaction of customers on empathy of the hotels studied and the respondents’
nationality.

The study also found there is a significant relationship between respondents view on empathy
and their income level.

The study indicated that the services quality of three star hotels in Adama was a good in terms of
tangibility, reliability, responsiveness, confidence, communication and empathy according to the

respondents of the study.
The results of correlation analysis proved that there is a positive and strong significance

relationship between the service quality dimensions (reliability and communication) and
customer satisfaction.
The regression analysis revealed that from service quality dimensions reliability expresses the

strongest impact on customer satisfaction followed by communication. Responsiveness and
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tangibility represent the relative smaller impacts while confidence is the only independent
variable which has significant but negative impact on customer satisfaction.

5.2 Conclusion

Hotel service is recently regarded as one of core businesses making up the tourism complex
system which is one of the fastest growing industries in Ethiopia in recent years. The intensively
competitive market requires hoteliers continuously renew and improve themselves to attract
customers. In this context, the attention to service quality from the customer’s perspective is
considered as one of the most important factors deciding the success of tourism and hotel
businesses. Therefore, the measurement of service quality and the evaluation of its impact on the
customer satisfaction have been a great concerned topic for academics and practitioners in many

service industries including tourism and hotel industries.

The purpose of this study was to empirically examine the relationship between service quality
and customer satisfaction in three star hotels in Adama City. To achieve this aim the survey
questionnaire was constructed covering 6 service quality dimensions based on SERVQUAL model. Data were

collected from customers of three-star hotels in Adama city.

The results indicated that the strong relationship between service quality dimensions and
customer satisfaction. Beside the importance of other factors service quality plays an important
role as a driver for higher customer satisfaction level in service enterprises in general and in hotel

business in particular.

Dimension of quality namely tangibility, reliability, responsiveness, confidence, empathy and
communication found statistically significant impacts on customer satisfaction with significant
level at 5%. This result indicates that service quality confirms its role as an important driver of
customer satisfaction which leads to customer loyalty and the hotels’ profits. Therefore, service

quality should be taken into high consideration in both academic and practical activities.

5.3 Recommendation
Provision of high quality services is necessary so as to realize customer satisfaction, loyalty,

soliciting new customers etc. Thus to secure these things, based on the findings, the following

recommendation is forwarded:
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Motivating employees and creating sense of belongingness on their employees is a must for hotel
owners so as to realize the tangible dimension of service quality.

Managers of hotel should work towards achieving effective communications with their
subordinates.

Regarding to achieve the confidence dimension of quality service, employees satisfaction must
be there first so that customer satisfaction is realized

Hotel owners should maintain the service attribute of tangibility at the acceptable level to appeal
customers

Hotel business runners need to appropriately allocate resources to provide training for hotel staff.
As a result, hotel staff will be more confident with occupational skills and knowledge to serve
and help customers. Similarly, Frontline employees should be trained to serve customers in a
good way and made them to recognize customers as a valuable asset.

The Hotels should conduct regular customer survey to identify the levels of customer satisfaction
and act accordingly based on the needs and preferences of customers.

Employees of the Hotels should understand the specific needs of their customers. To do so
Hotels should invest in its employees, especially those on the frontline who have a daily and
timely contact with customers, to motivate them to serve customers best.

Hotels in Adama should try to materialize customers’ expectation and satisfy customers in order
to keep them for a long period of time and to assure long term profit and success in the market in
this competitive business world. So, the Hotels should focus on delivering high quality service
that met customers’ expectation to effectively compete with competitors.

Employees of the Hotels should give prompt service to customers and act accordingly because
customers want action behind the prompt service not just words of reassurance. Prompt response
for customers™ questions and complaints is a factor that must come to the attention of
management. This requires establishing strong recovery procedures and skills to be used when
the sector is at fault.

The hotels must give emphasis to reliability by providing consistence service to their customers.
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ADDIS ABABA UNIVERSITY
SCHOOL OF COMMERCE MARKETING MANAGEMENT

SCHOOL OF GRADUATE STUDIES MBA-PROGRAM

SERVICE QUALITY AND CUSTOMER SATISFACTION IN HOTEL
INDUSTRYIN ETHIOPIA

Questionnaire to be filled by Hotel Guests

Dear Guests:-My name is DerejeKefeni, 1 am a graduate student at Addis Ababa University
College of Business and Economics MBA- Program. Currently, I am conducting a research study
on “effect of Service Quality on Customer Satisfaction in Hotel Industry in Ethiopia” in Partial
fulfillment of Master of Arts

Degree in Management at Alfa University College. Your genuine response is highly valuable for
the study and there are no identified risks from participation in the survey. The survey is

anonymous. Participation is completely voluntarily.

Dear guests, this questionnaire is intended together information about Service Quality and
Customer Satisfaction and other related issues in three stars Hotels. The information that you
provide in this questionnaire will be kept confidential and be used only for academic purpose.

Please fill free to contact me for further information at any time through;
Phone:0911906035

e-mail: derish2008@gmail.com



PARTI: Generallnformation

Instruction: piease tick v (1) in the boxes applicable to you.

1.Gender
[ ] Male [_] Female
2.Age group
[ ] 18-25[ ] 26-35 [ _]36-45 [_] 46-55 [ above55
3.Highest education level
HighSd__bl Diplonl. Degred ]
MA&above ] Others ]

4.0ccupation
[_IStudent [_IRetire [_1Business Owner [_] Employed [_IOther
5.Nationalit
[ Ethiopian [ Foreigner
6.Marital status
Single
Married
Divorced
Widowed
7.Purpose of visit
[ 1Pleasure [] Business [] Visiting Relatives
[ 1Conference  [] Study [ ] Others
8. Hotel Selection [ ] Gov’t Placemen ™ [ermet search
[ ]Travel agency  [_]word of mouth
9. Monthly income in ETBirr
<2000 [ ]2001-40( ] 4001-60[ ] 6001-80( ] 8001-10{ |0

Joo

>10,000_]

10.How many years did you have contact with this hotels
[ ] Lessthanlyear [ ] 1-5years [ 6-10 years
[ ] 11-15 years [ ] More than 15 years
11 .1 frequently acquire services in this hotel that are
[__] Above my expectation |:| Equal with my expectation
[ 1 Below my expectation



Part I1: Dimensions of Service Quality

Instruction: Please show the extent to which you believe the Hotel has the feature described by
the statement. Indicating by encircling the appropriate number of your choice.
Where, 1= for strongly disagree,

2=disagree,
3=neutral,

4= agree and
5=strongly agree.

There are no right or wrong answers all interested in is a number that best shows your perception
about the hotel.

S/No Statements perception
1 2 3 4 5
A Tangibility
1.1 | The physical facilities of the hotel are visually 1 2 3 4 5
appeal
1.2 | The employees well-dressed uniforms and, neat 1 2 3 4 5
1.3 | The restaurant’s atmosphere was inviting 1 2 3 4 5
1.4 | The shops were pleasant and attractive 1 2 3 4 5
1.5 | The hotel was bright and well lighted 1 2 3 4 5
1.6 | The hotels have enough banking area 1 2 3 4 5
1.7 | The hotel was clean and enough parking area 1 2 3 4 5
1.8 | The hotel has effective sign system 1 2 3 4 5
1.9 | Hotel seats are clean and comfortable 1 2 3 4 5
1.10 | The Security control is reliable 1 2 3 4 5
1.11 | Air conditioning in the hotel are available 1 2 3 4 5




Reliability

2.1

My reservation was handled efficiently

2.2

guest room was ready properly as promised

2.3

TV, radio, internet, ATM, lights, shops clinic,
newspaper, magazines and other mechanical
equipment are available

2.4

| got what | paid for

Responsiveness

3.1

Employees responded promptly to my requests

3.2

Informative literature about the hotel was provided

3.3

Employees were willing to answer my questions

3.4

Hotel employees are willing to help customer and
to provide quick service

3.5

Employees make information easily obtainable by
customers

3.6

Room service was prompt

Confidence

4.1

Employees treated you with respect

4.2

Employees were polite when answering your
questions

4.3

The facilities were conveniently located

Communication

5.1

| received undivided attention at the front desk

5.2

Reservationists tried to find out my particular need

Empathy

6.1

There is convenient location of the hotel reception




6.2 | The hotel provides compensation schemes in case | 1 4 5
of loss or customer healthy
6.3 | There is enough facility in the hotel for the 1 4 5

customers and guests

Part 111: Customer satisfaction

Instruction: Please indicate your degree of satisfaction/dissatisfaction with the following statements by

circling the appropriate number.

Key: 1=Highly dissatisfied; HDS

2=Dissatisfied; (DS)

3=Neutral; (N)

4=Satisfied;(S)and

5=Highly satisfied(HS)

G Statements HDS | DS S | HS
1 2 4 |5
7.1 I am highly satisfied the tangibility of the hotel 1 2 4 |5
7.2 I am highly satisfied the reliability of the hotel 1 2 4 |5
7.3 I am highly satisfied the responsiveness of the 1 2 4 |5
hotel
7.4 I am highly satisfied the confidence of the hotel 1 2 4 |5
7.5 I am highly satisfied the Communication of the 1 2 4 |5
hotel
7.6 I am highly satisfied the Empathy of the hotel 1 2 415

Thank you!!



