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Abstract 

Perceived service quality as measured by five dimensions of service 

quality and price IS the central point of discu ssion in- this study. The 

mqUlry was to scrutinize a gap between customers' service quality 

expectation s and cu stomers' service quality perceptions (experience). 

Customer survey was conducted by administering a questionna ire 

designed by incorporating the five dimensions of SERVQUAL and price. 

The five dimensions of service qua lity are accepted by Customers . The 

most favored dimension of the five is tangibles . Respons iveness and 

empathy are the second favored dimensions by cu stomers. Reliability 

and assurance follow being the third a nd fourth . However, resta u rants 

are not performing well with respect to empathy, tangibles, reliability . A 

slightly equal proportion of respondents stood in opposite directions with 

respect to price as an indicator of service quality. 
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INTRODUCTION 

1. 1. Background of the study 

In this era of service economy, virtually a ll organizations a re engaged 

in providing services though the extent differs among different fi rms. 

Some firms like manufactures and merchandisers a re said to be 

engaged in service rendering when they process orders (transaction), 

distribute and deliver goods. The issue is even more sensitive if the 

activities are performed in the presence of the customer. 

On the other side, we a ll consume services as part of our every day 

life (Ba rron and Harris , 2003). A day in our life may involve, for 

example listening to a favorite radio program, traveling on a train or 

a bus, visiting the shops a nd buying a snack a t lunch time, 

arranging a dental appointment, attending lectures or tutoria ls, and 

so on. 



Therefore, withstanding the fact that service quality is a highly 

abstract construct when compared to goods where technical aspects 

of quality often dominate (Pa lmer and Cole, 1995), and the fact that 

researches are scarce in the area (to the best of the researcher's 

knowledge, there are no researches conducted in the price and 

service quality of restaurants); it is worth raising the issue, since it 

makes it at least an interest in the minds of concerned parties. 

Most of us, as dwellers of Addis Ababa, have an expenence III 

consuming the services of cafeterias and restaurants in the city. It is 

common to observe a clear price difference between similar 

restaurants. Even those located at the same or adjacent premises 

charge quite a different price. Sometimes a real variation can be 

observed in the services these restaurants are rendering; sometimes 

no variation is perceptible. This leads us to judge the price difference 

as fair or unfair. Or it might give a different meaning. 

This judgment plays a significant role III determining a customer's 

loyalty to the firm . The Issue IS directly related to the 

success/failure of a firm; because the purpose of an enterprise is to 

gain and keep customers. It is self evident that , without customers 

in sufficient and steady numbers, there is no business success. And 
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no business can function effectively without a clear Vlew of what 

customers want. This is what quality of service mean. 

Though it is difficult to determine the number of res taura nts which 

are actually in operation based on these figures, there are about 

1912 restaurant trade licenses issued in Addis Ababa as presented 

below. 

Sub-city Number of licenses 

Addis Ketema 206 

Akaki -Kali ty 76 

Arada 408 

Bole 234 

Gullele 52 
J 

Kirkos 466 

Kolfe-Keranio 113 

Lideta 126 

N efaslilk -Lafto 122 

Yeka 109 

Total 1912 

Source: Synthesized from data collected from Trade and Industry Bureau 
of the City Administration. 
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