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Abstract

This paper develops a comprehensive model measuring service quality in the travel industry based on an extensive literature review and
qualitative and empirical research. Following Brady and Cronin’s [2001. Some new thoughts on conceptualizing perceived service
quality: A hierarchial approach. Journal of Marketing 65(July), 34-49] conceptualization, we propose a multidimensional and
hierarchical model of service quality. In this model, service quality is a third-order construct which is composed of several dimensions
and subdimensions. Our findings show that customers’ perceptions of service quality of travel agencies consist of three primary
dimensions: personal interaction, physical environment and outcome, which are defined by seven subdimensions: conduct, expertise,
problem solving, equipment, ambient conditions, waiting time and valence. Our model has important implications for the measurement
of service quality in this specific industry as well as for the development of valid measures of quality performance in the context of

services.
© 2007 Elsevier Ltd. All rights reserved.
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1. Introduction

Travel agencies in Spain are currently facing a rapidly
changing environment where substantial transformations
are bound to take place. As a consequence, the develop-
ment of new strategies is essential in order to obtain long-
term competitive advantage (Millan & Esteban, 2004).
Proving high quality service is increasingly recognized as a
critical factor in the success of firms in the travel and
tourism industry (Fick & Ritchie, 1991). Travel agencies
need to assess their service quality in order to identify the
level of service quality in the travel business and the key
drivers for service quality improvements. The majority of
studies that measure travel agencies’ service quality use the
SERVQUAL approach (Johns, Avci, & Karatepe, 2004;
Lam & Zhang, 1999; Ryan & CIiff, 1997). However, this
approach has been substantially criticized, especially with
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regard to its expectations component and its dimension-
ality (Buttle, 1996). Moreover, SERVQUAL or SERV-
PEREF, as very general instruments, are inadequate to assist
travel agencies in making satisfactory service related
decisions as the dimensionality of service quality is
dependent on the type of service offered (Babakus &
Boller, 1992).

Instead of using an existing approach based on SERVQ-
UAL, we develop an instrument tailored to specific travel
agencies’ service needs. Such an approach is in accord with
Brady and Cronin’s (2001) multi-level proposal. They
suggest that customers form their service quality percep-
tions on the basis of performance evaluations on multiple
levels. Customers ultimately combine these evaluations,
resulting in an overall service quality perception.

The aim of this study is to develop a comprehensive
model to measure service quality in the Spanish travel
industry based on Brady and Cronin’s (2001) conceptua-
lization. The contribution of this paper is twofold. Firstly,
we conceptualize and measure travel agencies’ service
quality by using a multidimensional and hierarchical
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approach. This approach helps to overcome some of the
weaknesses of traditional SERVQUAL or SERVPERF
models and thus provides a more accurate tool for
assessing service quality in the travel sector. In addition,
we identify the key manifestation of service quality from
the customers’ point of view. Secondly, we discuss some
practical implications for using this type of model for
measuring perceived service quality in applied research.

The next section provides a review of the relevant
literature. Thereafter, we introduce the research methodol-
ogy and results of our empirical study. Finally, we discuss
managerial implications and provide directions for future
research.

2. Literature review
2.1. Service quality

The perception of service quality has been extensively
studied during the past three decades. Owing to the
intangible, heterogeneous and inseparable nature of
services, service quality can be defined as ““the customer’s
assessment of the overall excellence or superiority of the
service”” (Zeithaml, 1988, p. 3) or as ‘“‘the consumer’s
overall impression of the relative inferiority/superiority of
the organization and its services” (Bitner & Hubbert, 1994,
p.- 77). Many models have been developed to measure
customer perceptions of service quality. The first attempt
to measure service quality was based on Gronroos’ (1984)
service quality paradigm. He distinguished between tech-
nical quality, which refers to the outcome of the service
performance, and functional quality, which relates to the
subjective perception of how the service is delivered. Rust
and Oliver (1994) expanded Gronroos’ model by adding a
new dimension: service environment.

Parasuraman, Zeithaml, and Berry (1985) carried out the
most famous and influential studies on service quality
relating to the development of the SERVQUAL instru-
ment. In their initial study, they found that ten determi-
nants characterize customers’ perceptions of service
quality. However, as a result of a later study, they reduced
the ten dimensions of service quality to five, i.e. tangibles,
reliability, responsiveness, assurance and empathy (Para-
suraman, Zeithaml, & Berry, 1988). The SERVQUAL
model was devised to assess the difference between quality
expectations and perceived service across these five
dimensions.

In the two decades since the publication of Parasuraman
et al.’s (1985, 1988) research, many marketing researchers
have criticized their methodology as well as the psycho-
metric setting (Buttle, 1996; Carman, 1990; Karatepe,
Yavas, & Babakus, 2005; Ko & Pastore, 2005). These
criticisms led to the development of alternative models to
measure customer perceptions of service quality. The
Evaluated Performance Model (Teas, 1993) measures the
gap between perceived performance and the ideal amount
of a feature rather than the customers’ expectations. Teas

(1993) considered that this model could overcome some of
the problems associated with the gap conceptualization of
service quality (Gronroos, 1984; Parasuraman et al., 1985,
1988). Cronin and Taylor (1992) developed the SERV-
PERF model, which is a performance-only based measure
of service quality. This measure explained more of the
variance in an overall measure of service quality than
SERVQUAL. Moreover, it obtained psychometrically
superior assessment of service quality in terms of construct
validity and operational efficacy through its performance
items.

Dabholkar, Thorpe, and Rentz (1996) argued that
SERVQUAL has not been successfully adapted to and
validated for the retail store environment. They suggested
that the dimensionality of service quality in a retail setting
may be dissimilar to that of service quality in pure service
industries. Using both quantitative and qualitative research
methods, they proposed RSQS (Retail Service Quality
Scale), a multilevel model in which retail service quality is
viewed as a higher-order factor that is defined by two
additional levels of attributes. The instrument includes five
primary dimensions such as physical aspects, reliability,
personal interaction, problem solving and policy as well as
six subdimensions, i.e. appearance, convenience, promises,
doing it right, inspiring confidence and being courteous/
helpful.

Most recently, Brady and Cronin (2001) suggested a
hierarchical and multidimensional model. These authors
combined the traditional approach to service quality (i.e.,
the Tri-component model of service quality by Rust and
Oliver (1994)) with the multi-level conceptualization of
service quality (i.e., Dabholkar et al. (1996)). They
described a third-order factor model, in which service
quality is explained by three primary dimensions, i.e.
interaction quality, physical environment quality and
outcome quality. Each of these dimensions consists of
three corresponding subdimensions, such as attitude,
behaviour and experience (interaction quality); ambient
conditions, design and social factors (physical environment
quality); waiting time, tangibles and valence (outcome
quality). According to these authors, the proposed model
improves our understanding of three basic issues: (1) what
defines service quality perceptions, (2) how service quality
perceptions are formed, and (3) how important it is where
the service experience takes place.

2.2. Service quality in the travel industry

A number of empirical studies have focused on service
quality in the travel agency industry. Most studies have
measured service quality by replicating or adapting the
SERVQUAL model (Fick & Ritchie, 1991; Karatepe &
Avei, 2001; Lewis, 1987; Saleh & Ryan, 1991). Lam and
Zhang (1999) used and adapted the SERVQUAL instru-
ment to study the service quality of travel agencies in Hong
Kong. They used descriptive research to identify and test
26 attributes relevant to the travel industry. Five factors
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were derived using factor analysis such as reliability,
responsiveness and assurance, empathy, resources and
corporate image, and tangibility. These factors were taken
as service quality dimensions. According to regression
analysis, the most important service quality dimension in
predicting customers’ overall satisfaction was reliability,
followed by responsiveness and assurance. These two
dimensions were especially crucial for excellent-service
travel agencies. Resources and corporate image was the
least influential dimension in predicting customer satis-
faction. This result was fundamentally different from
LeBlanc’s (1992) study in Canada, in which corporate
image was the most significant driver in explaining
customers overall satisfaction with services provided by
travel agencies.

Similarly, Johns et al. (2004) employed SERVQUAL to
investigate travel agencies’ service quality in Northern
Cyprus. This scale was administered to 337 users of travel
agencies who had used the service at some time during the
previous three months. Their findings showed gap scores
were poorer predictors of satisfaction than performance
scores. Furthermore, factor analysis showed an underlying
uni-dimensionality which is consistent with other authors’
findings (e.g., Babakus & Mangold, 1992; Cronin &
Taylor, 1992; Karatepe & Avei, 2001). The authors
admitted that although the uni-dimensionality findings
are of empirical and theoretical significance, it undermines
the practical utility of scale, since in principle it becomes
impossible to allocate service excellence or failure to
specific causative areas.

Moreover, LeBlanc (1992) carried out an exploratory
study of customers’ perceptions of service quality in travel
agencies in Canada. He administered a questionnaire to
227 customers with 50 variables, which related to different
aspects of the travel agencies’ service offerings. These
variables were identified after a literature review and
personal interviews of directors of travel agencies. In order
to measure service quality, the data were directly collected
in terms of the perception-expectation difference. The
factor analysis resulted in nine dimensions of service
quality, namely: physical evidence, competence, corporate
image, timeliness, courtesy, competitiveness, responsive-
ness, confidentiality and accessibility. These factors are
similar to those identified by Parasuraman et al. (1985,
1988), except for the corporate image dimension. Regres-
sion analysis showed that service quality is derived
principally from corporate image.

Bigne, Martinez, Miquel, and Belloch (1996) adapted the
generic SERVQUAL scale using the Delphi method. Six
travel agency managers, four managers related to travel
agencies and four academics were part of an expert panel.
The resulting scale was composed of the five SERVQUAL
dimensions. The main problem with the technique used by
Bigné et al. (1996) is that they started from the 22 items on
the SERVQUAL scale. This aspect impedes the considera-
tion of other specific relevant dimensions of travel agencies
service. Likewise, Seto (2003) applied Bigné’s et al. (1996)

scale to travel agencies in Spain. They obtained a classic
five-factor structure including tangibles, responsiveness,
assurance, reliability and empathy, using only performance
measures.

Also, Ryan and CIiff (1997) employed the SERVQUAL
questionnaire to study travel agencies in New Zealand.
Although the results support the reliability of the
SERVQUAL scale, they showed that only three factors
(reassurance, reliability, and tangibles) could be replicated
out of the five in the original SERVQUAL research
(Parasuraman et al., 1988). Furthermore, Ryan and CIiff
(1997) suggest that the difference may be due to data
analysis problems and the application of the SERVQUAL
scale to a service with the potential for a strong emotive
outcome.

In another study of the perception of travel agencies’
service quality, Albrecht (1992) suggested that customers
evaluate service quality of their travel agencies using eight
factors, i.e. error-free mechanics, ‘“can do” attitude,
information support, proactive safeguarding, personalized
treatment, agent continuity, price confidence and recovery.
The first five elements were similar to SERVQUAL.
Although agent continuity is not explicitly accounted for
in SERVQUAL, it does relate to the empathy and
reliability dimensions. Price confidence and recovery are
further factors different from the SERVQUAL dimensions.

To sum up, in the travel agencies literature, service
quality has been conceptualized in different ways. The
literature agrees that perceptions of travel agencies’ service
quality are of a multi-dimensional nature. However, the
number and content of these dimensions remain open to
debate. Many marketing researchers admit that the use of
the generic models such as SERVQUAL or SERVPERF to
measure service quality across industries is not feasible.
Likewise, there are several studies that failed to replicate
these models. This may be due to the theoretical and
operational problems of SERVQUAL (Babakus & Boller,
1992; Cronin & Taylor, 1992; Teas, 1993) or the generic
dimensions of SERVPERF (Buttle, 1996). According to
Babakus and Boller (1992), there is a need to develop
measures of service quality that are industry-specific, since
the use of generic models forces researchers to drastically
alter the items these models intend to apply in a specific
context (Babakus & Boller, 1992; Babakus & Mangold,
1992; Carman, 1990; McAlexander, Dennis, & Koenig,
1994). Moreover, there is a need to develop service quality
measures that are country/culture specific, since the
measures that are developed in one culture may not be
applicable in a different cultural setting (Karatepe et al.,
2005; Mattila, 1999). According to Mattila (1999), cultural
factors are said to have greater influence on people’s
evaluation of services than on their evaluations of physical
goods due to involvement of customer contact and
interaction with employees while a service is delivered.
Also, Ueltschy and Krampf (2001) considered that
differences in culture affect measure of quality in a service
sector. However, the studies developed in Spanish travel
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agencies context have the weakness that none of them used
qualitative research that allowed identifying service quality
dimensions. These dimensions could be critical for
consumer evaluations, and therefore they could overcome
the definition of service quality provided by SERVQUAL
or SERVPERF models.

Thus, in light of the problems associated with these
models, the aim of this study is to develop a scale using a
multidimensional and hierarchical model which takes the
specific characteristics of the travel industry into account.

3. Scale development

The current literature emphasizes the hierarchical and
multi-dimensional nature of perceived service quality
(Brady & Cronin, 2001; Kim & Jin, 2002; Ko & Pastore,
2004). We adopted this approach to show the factors which
determine the travel agencies’ customer perceptions of
service quality, since it provides a better explanation of the
complexity of human perceptions than the earlier con-
ceptualizations offered in the literature (Brady & Cronin,
2001).

This proposal has been applied by other investigators
like Lui (2005), Ko and Pastore (2005), Jones (2005) and
Martinez and Martinez (2007), although from different
perspectives and with different degrees of precision.

Lui (2005) claimed that the concept of perceived service
quality is multidimensional and multi-level. This author
proposed the same dimensions and subdimensions of
Brady and Cronin’s (2001) quality model in several areas:
fast food restaurants, gasoline stations, medical clinics,
photo shops, mobile phone repair shops and 24 h grocery
stores. However, he did not test the conceptualization with
a confirmatory method.

For their part, Ko and Pastore (2005) adapted Brady and
Cronin’s (2001) conceptualization to the recreation sport
industry. The result of this study showed how service quality
can be measured by four primary dimensions defined
by several corresponding subdimensions: (a) programme
quality—range of programme, operating time, and informa-
tion, (b) interaction quality—client-employee interaction
and inter-client interaction, (c¢) outcome quality—physical
change, valence, and sociability, and (d) environment
quality—ambient condition, design, and equipment.

Finally, Jones (2005) integrated communication into the
Brady and Cronin’s three dimensions of overall service
quality to investigate the critical role of this factor in
service industries. Communications quality was divided
into two sub-dimensions consisting of interpersonal and
impersonal communications quality. The results showed
that communications quality was a significant driver of
overall service quality in three of the four industry samples
(banking, fine dining, physician care, and sports). Never-
theless, in our view, Jones (2005) failed to capture the
essence of Brady and Cronin’s (2001, p. 46) final assertion:
“Yet we acknowledge that it may be impossible to develop
a model that is equally applicable across all service

industries (...). We therefore stress that modifications of
this conceptualization to account for industry- specific
factors are critical”.

We believe that researchers have to focus their efforts on
building industry-specific models instead of trying to
replicate any universal conception of service quality
models, because it seems clear that critical factors of
service quality are not the same across all service
industries. This is the perspective adopted by Martinez
and Martinez (2007) in their recent adaptation of Brady and
Cronin’s (2001) model to the urgent transport service. These
authors tested a hierarchical and multidimensional model
where service quality is composed of four dimensions: (a)
personal interaction, (b) design, (c) physical environment
and (d) outcome; and nine subdimensions: (a) conduct,
expertise, problem solving, (b) range of service, operating
time, (c) tangibles, information, and (d) punctuality and
valence.

Therefore, we developed a specific hierarchical and
multi-dimensional model of service quality for the travel
agency industry. To accomplish this aim, we followed
the procedure for scale development recommended by
Churchill (1979), using both qualitative and quantitative
research.

3.1. Qualitative research

According to Chumpitaz and Swaen (2002) the number
and the nature of service quality dimensions is directly
related to the service under investigation. To accomplish
this goal, qualitative research was carried out to identify
the factors which determine the service quality perceptions
of travel agency customers.

For the qualitative research, we used in-depth interviews
of travel agency employees and customers. In order to
obtain information from the travel agents’ point of view,
five managers were interviewed. The managers were
interviewed about several service quality issues: (1) what
they perceived to be service quality from the consumer’s
perspective; (2) what steps they took to control or
improve service quality; (3) what problems they faced in
delivering high quality services (Parasuraman et al., 1985).
With regard to the customers’ side, ten customers who
had used the services of one or more travel agencies
during the previous twelve months were interviewed
(Ryan & CIiff, 1997). Following Brady and Cronin
(2001), the respondents were encouraged to list all
factors that influenced their perception according to their
experience.

As pointed out by Brady and Cronin (2001) and
Dabholkar et al. (1996), prices were eliminated from the
decision set because they are not part of a generally
accepted understanding of service quality in the literature
(Dabholkar et al., 1996). The literature clearly suggests that
price is a determinant of service value (e.g. Bitner &
Hubbert, 1994; Zeithaml, 1988). Findings from this
qualitative study showed the need to adapt the structure



710 L. Martinez Caro, J.A. Martinez Garcia | Tourism Management 29 (2008) 706—720

PERSONAL
INTERACTION

SERVICE

QUALITY

PHYSICAL
ENVIRONMENT

Fig. 1. Travel agencies service quality model.

proposed by Brady and Cronin (2001) in order to identify
essential characteristics of this service. Qualitative study
showed that customers do not make any distinction
between employees’ attitude and behaviour. Social factors
were hardly taken into account by travel agencies’
customers. However, the qualitative study revealed that
both customers and managers considered that employees’
interactions with customers were highly important in
determining travel agencies’ perceived service quality.

To code the qualitative data thus obtained, similar to
prior studies (Brady & Cronin, 2001; Karatepe et al., 2005;
Richins, 1997), a content analytic approach was employed.
In order to ensure the validity of this research, a semi-
structured questionnaire was used in the interviews. This
was formulated from the emerged framework of references
(travel agencies service quality literature and Brady and
Cronin’s (2001) study) in order to answer the research
problem and the research questions. Furthermore, in order
to ensure the reliability of this research, a tape recorder was
also used during the interviews. This method provided us
with the opportunity to double check the answers and
convinced us that we did not miss any important
information.

Carman (1990) suggests context customization may
involve adding or dropping relevant dimensions and
appropriately adjusting the attributes considered to make
up those dimensions. Therefore, after listening to the tapes,
three independent coders prepared field notes based on
Brady and Cronin’s (2001) study and on the rest of the
literature about travel agencies service quality. Taking all
that information into account, we proposed three distinct
dimensions and seven subdimensions as our service quality
variables.

3.2. Proposed factor structure

After combining the findings from our qualitative
research with the service quality literature revision, we
propose the following model: a hierarchical and multi-
dimensional model in which quality is a higher order factor
that is defined by three primary dimensions and seven
subdimensions. The primary dimensions are personal
interaction, physical environment and outcome, which

are defined by seven subdimensions: conduct, expertise,
problem solving, equipment, ambient conditions, waiting
time and valence (see Fig. 1).

The first dimension is “‘personal interaction”. Several
researchers have indicated the importance of this factor in
the delivery of services and have identified it as having the
most significant effect on service quality perceptions (Bigné
et al, 1996; Gronroos, 1982; LeBlanc, 1992). Both the
service quality literature and our qualitative research
suggest that there are three subdimensions: conduct,
expertise, and problem solving. The first two subdimensions
coincide with Capelleras and Veciana’s (2002) proposal.
According to Gronroos (1990), attitudes, behaviour and
skills of employees are factors that largely influence service
quality perceptions. Based on our qualitative study and
literature review, we identified a third subdimension,
problem solving. The results of this qualitative study reveal
that consumers are indeed quite sensitive to how service
providers address problems and complaints.! Although
Dabholkar et al. (1996) considered this factor a separate
dimension of “personal interaction”, others authors such
as Kim and Jin (2002) suggested that personal interaction
and problem solving were not separate dimensions of
service quality. This indicates that customers do not make
any distinction between the store’s ability to make them
feel well treated and reassured (personal interaction) and
the store’s ability to handle potential problems (problem
solving).

The second dimension is “‘physical environment”.
Authors such as Brady and Cronin (2001), Bitner (1990,
1992) and Spangenberg, Crowley, and Henderson (1996)
consider that this factor can have a significant influence on
perceptions of the overall quality of service encounter. It
has a broader meaning than the SERVQUAL (Parasura-
man et al., 1988) tangibles dimension. According to the
findings from our qualitative research and the literature,
two subdimensions can be identified to explain “physical

"Participants in the interviews commented that this aspect was
important to them. (“I want to know that when I have a problem there
will be someone who can help me”; “I like travel agents that are able to
handle my complaints when the hotel or place booked is not what we
agreed”.)
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environment”: equipment and ambient conditions. Equip-
ment includes the computers and other implements used to
achieve effective service delivery (Ko & Pastore, 2004).
Thus, some customers pointed out that they valued the
technology used to book a travel, flight or hotel. Theory
suggests that customers use any tangible evidence of the
service outcome as a proxy for judging performance
(Booms & Bitner, 1981; Zeithaml, Berry, & Parasuraman,
1985). According to Parasuraman et al. (1985), tangible
evidence is a factor that service customers consider when
forming quality perceptions. Although initially this dimen-
sion is included by Brady and Cronin (2001) within the
outcome dimension, it does not seem pertinent to insert this
subdimension for explaining the outcome of the service,
due to the peculiarities of travel agencies’ service, where the
final result is not carried out in a physical environment.
Nevertheless, and given the importance that users assign to
this topic, it seems more appropriate to include this
subdimension within the “physical environment” dimen-
sion, as stated by Dabholkar et al. (1996). The second
subdimension is ambient conditions. This factor is proposed
by Bitner (1992), and it relates to the non visual aspects
associated with the service-producing system and includes
factors such as temperature, scent and music. LeBlanc
(1992) defined this factor as appearance, decor and
ambience, and furniture layout. In addition, the conclusion
from the qualitative study indicated that consumers value
the ambient conditions more than the experts who had been
interviewed. In the travel agencies’ context, several authors
identified “‘physical environment” as a determinant of
perception service quality (e.g. Bigné et al., 1996; Johns et
al.,, 2004; Lam & Zhang, 1999; LeBlanc, 1992; Ryan &
Cliff, 1997).

The third dimension of travel agencies’ service quality is
“outcome”. Many marketing researchers agree that the
outcome of the service encounter significantly affects
customer perceptions of service quality (Carman, 2000;
Gronroos, 1984, 1990; McDougall & Levesque, 1994; Rust
& Oliver 1994). This factor is labelled “‘technical quality”
by Gronroos (1984, p. 37), who defines it as “what the
consumer is left with when the production process is
finished”’. We used Brady and Cronin’s (2001) findings and
our qualitative research to identify the subdimensions of
waiting time and valence. Waiting time has been consider-
ably supported in the literature. Parasuraman et al. (1985)
showed that consumers identify service punctuality as an
integral part of their overall evaluation. In the travel
agency context, LeBlanc (1992) identified timeliness as a
factor of service quality. This factor is associated with the
ability of the service firm to manage demand in an effective
manner. The qualitative research showed that the waiting
time before being served affects consumer service evalua-
tion. The last subdimension is valence. In line with Brady
and Cronin (2001), valence captures attributes that control
whether customers believe that a service outcome is good
or bad, regardless of any other experienced aspects. In a
travel agency setting, a traveller can measure various

psychological benefits such as relaxation, rest, and stress
reduction, etc. Findings from Brady and Cronin (2001), Ko
and Pastore (2005) and Martinez and Martinez (2007) are
consistent with the results of our qualitative study, which
reveals that wvalence is a key determinant of service
outcome.

3.3. Generation of scale items and scale purification

The generation of a list of items was developed adapting
the items of existing generic scales (e.g., Brady & Cronin,
2001; Dabholkar et al., 1996; Ko & Pastore, 2005;
Parasuraman et al., 1988) and specific travel agencies’
scales (Bigné et al., 1996; LeBlanc, 1992; Ryan & CIiff,
1997). On the basis of our literature review, we generated
an initial pool of 62 items using a performance-only
measurement. These items were indicators of each theore-
tical subdimension. A 5-point Likert scale was applied to
measure the different items anchored, from strongly
disagree to strongly agree.

The purification of the scale was carried out in two steps:
the first step consisted of an assessment of content and face
validity through a panel of experts and a field test (Ko &
Pastore, 2005). The panel members were five executives
from travel agencies and three academics. As result of this
panel, 31 items were dropped; in the second step, we
developed a questionnaire containing the 31 remaining
items. This questionnaire was pilot-tested with 50 respon-
dents (customers of travel agencies). The aim was to study
the correlation structure of the items of each subdimension.
To accomplish this end, Cronbach’s alpha together with
item-to-total correlation and exploratory factor analysis
for each one of seven subdimensions were achieved
(Parasuraman et al.,, 1988; Steenkamp & Van Trijp,
1991). These patterns of correlations are relevant informa-
tion for selecting the final model, as we will show later.

4. Data collection

The sample was collected from users of travel agencies in
a specific geographic area (Murcia, a south-eastern region
of Spain), during the first three months of 2006. The
procedure to obtain the data was a personal interview with
the individuals and a self-administered questionnaire. We
trained business and marketing students for this purpose.
Respondents had to fulfill the condition of having used the
service during the previous 12 months (Ryan & CIiff, 1997).
An initial convenience sample of 230 respondents was
obtained, although 28 questionnaires related to online
travel agencies were dropped. According to service quality
literature, to measure online service quality it is necessary
to develop a specific scale for these types of services
(Gronroos, Heinonen, Isoniemi, & Lindholm, 2000;
Liljander, Van Riel, & Pura, 2002; Zeithaml, Parasuraman,
& Malhotra, 2002). The final sample was of 202 subjects
and the data was representative of the heterogeneity of the
individuals selected for the research design. Ninety-one
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percent of the respondents were between the ages of 18 and
45. The majority of the respondents (56 percent) were
female. Fifty-six percent of the respondents had university
degrees. It appeared that respondents with a “leisure”
purpose for their trip (85%) dominated the sample, while
“business” accounted for only 15%. About 63% of the
respondents used travel agencies’ services once a year; 20%
used such services twice or three times a year; and 17%
used such services four times or more a year. Twenty-two
different travel agencies were evaluated.

5. Procedure for model testing

We conducted a test of the hierarchical third-order
structure following the model testing methodology pro-
posed by Hayduk (1996) and Hayduk and Glaser (2000) in
the context of structural equation modelling. This view is
based on the “one step procedure”,” the relevancy of causal
effects for determining construct validity, and researcher
commitment to the meaning of latent variables through the
correspondence between the latent and the best indicator of
the concept (the “gold standard indicator”). Therefore, we
followed these steps (Hayduk, 1996): (1) choose the
indicator we believe is the single best available indicator
of each subdimension; (2) fix the causal coefficient
(lambda) from latent to this item at 1.0; (3) fix the error
variance (theta) of this indicator at a specific value; and
(4) enter free lambda and theta variances for the second
and third best indicator(s) of the concept.

We selected the “gold standard indicator” for each
concept from the items battery resulting from the
qualitative depuration process (see Appendix A). Our
image of each latent subdimension determines the proxi-
mity between that abstract concept and the real world
manifestation. Thus, the definition of the theoretical
subdimension determines the choice of the best indicator.
The next step was fixing the error variance of those
indicators. The extensive literature review and the qualita-
tive research justify that our commitment to the fictional
meaning of the latents is strong. We thought that all the
best indicators shared between the 85% and 90% of the
latent variance; consequently the error variance had to be
fixed to between 10% and 15% of the indicator variance.
We finally decided to choose the more conservative
estimation of 15%.

Since we have different hierarchical levels, the reasoning
of Hayduk (1996) regarding the commitment of the latents
(and their relationship with the indicators) can be extended
to the higher order latents. Therefore, if the indicators are
manifestations of the latents in the first order level, the first
order latents are manifestations of the second order latents
in the second order level, and successively for higher order

>The one step procedure tests the causal model without considering
previous analysis based on confirmatory factor analysis (two step
procedure) or exploratory and confirmatory factor analysis (four step
procedure). See Mulaik and Millsap (2000) for an extensive debate.

levels (see Law, Wong, & Mobley, 1998). This means that
the definition of the higher order latent variables deter-
mines the proximity between those variables, the lower
order latents and the indicators.® Following the methodol-
ogy of Hayduk (1996), some gamma and beta paths have
to be fixed together with the error variances of their
respective endogenous latents.

We can test the strength of our conceptualization adding
two or more indicators for each subdimension. Adding
indicators enhances the demand of proportionality con-
straints and provides scale -dependent statements of the
quality of these indicators. This has to be done carefully
and several factors need to be considered. We have to add
what are thought to be the second-best and the third-best
indicators in separate estimations (Hayduk, 1996), but the
increase of number of parameters to be estimated could be
inadequate considering the sample size (Jackson, 2003),
and the chi-square test of model fit could be biased.

The idea of fixing the error variances of gold standard
indicators has been called ‘“revolutionary” by some
researchers (e.g. Bentler, 2000, p. 84). Certainly, the
postulates of Hayduk (1996) and Hayduk and Glaser
(2000) have received many criticisms (e.g. Bentler, 2000;
Mulaik & Millsap, 2000). However, our view is that these
criticisms do not diminish the real meaning of the Hayduk
(1996) thesis: freeing the error variance of all observable
indicators, a new meaning is assigned to a similarly labelled
concept each time a new data matrix is used and a new
indicator error variance is estimated. The result is a weak
theory.

Therefore, we propose the following sequence for testing
our third-order model. First, we test our more restricted
model (M), only with the best indicator per subdimen-
sion, and fixing the error variances of the indicators and
the error variances of the latents that define the higher
order dimensions. If the model fits, we have the chance to
test our conceptualization, adding the second best indicator
per subdimension (M, ;). Second, if M, ; does not fit, we
can test a less restricted model without fixing the error
variances of the correspondent latents (M, ;). This is a
model with a more fictional nature of the meaning of the
higher order latents. If M, ; fits, we can test the strength of
the theoretical model again, adding the second best
observable indicator (Mz,z)-4 Third, if M, does not fit,
our theoretical perspective regarding the meaning of the
latents is questionable. However, we can conduct another
test on M,,, freeing all the indicators error variances
(M3 ). If this latter model fits, we are not sure what those

SHayduk (22/10/2006). SEMNET (a web discussion group on structural
equation modeling. http://bama.ua.edu/archives/semnet.html).

4A third indicator could be added if M, fits (we can notate it as M5 3)
for a more robust test of the model. This is equally applicable to M, (in
this case it would be M, ;). However, as Hayduk (1996) points out, it is
rare to find three well-behaved indicators of a concept. Furthermore,
adding a third indicator to our model dramatically decreases the ratio
sample size/parameters to estimate, causing the mentioned non-desirable
consequences for the chi-square test (Jackson, 2003).
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latents truly represent (Bentler, 2000), but it is unquestion-
able that the causal structure proposed is supported by the
data, and hence we have an interpretable model (although
perhaps with an undesirable degree of abstraction).
Finally, if M3, does not fit, we have to study residuals
and provide some explanation of the failing model, and
then reconsider the theory.

6. Selection of the ‘““gold standard” latents

We thought that the dimension “outcome” is the best
definition of the service quality concept. Although as has
been mentioned before, several studies have shown that
“personal interaction” plays an important role for the
evaluation of service quality, there are other researchers
that have found ‘“outcome” as a key manifestation of
perceived quality (Brady & Cronin, 2001; Ko & Pastore,
2005; Martinez & Martinez, 2007). As “outcome” refers to
results obtained by the consumer once service is delivered,
its meaning is very close to the global evaluation of service
quality implemented in other studies (e.g. Brady, Cronin, &
Brand, 2002; Cronin, Brady, & Hult, 2000). Similarly, the
“valence’ subdimension is the one chosen as most closely
defining the “outcome” dimension. It captures attributes
that control whether customers believe that service out-
come is good or bad, as an overall evaluation also. Authors
such as Grace and O’Cass (2005) or Patterson and Spreng
(1997) have defined a similar concept in the context of
overall customer satisfaction evaluation.

Regarding the ‘‘personal interaction” dimension, we
believed that “‘conduct” is its best manifestation. Grénroos
(1990) pointed out that attitudes, behaviour and skills of
employees are very important for quality evaluations.
However, we believed that skills were more difficult for
customers to evaluate than the “face to face” behaviour
and attitudes of the front-line employees. Attitude and
behaviours have been considered to be vital elements in
service encounters (Bitner, 1990; Bowen & Schneider,
1985).

Finally, we selected the “equipment” subdimension as
the key indicator of the “‘physical environment” concept.
This tangible evidence is more closely related with the
meaning of the concept than ‘“ambient conditions”.
However, the non-visual aspects could play a major role
in other service contexts, such as retail stores, and therefore
they could be a very good definition of the “physical
environment” dimension in that situation.

7. Results

We began with the test of M, ; using the LISREL 8.50
(Joreskog & Sorbom, 2001) maximum likelihood method.
As we have explained earlier, we assigned 15% error
variance (0) to all the gold standard indicators. Since the
causal effects lose their strength from higher order factors
to the observable indicators (Edwards & Bagozzi, 2000;
Hayduk, Ratner, Johnson, & Bottorff, 1995), we had to be

equally restrictive fixing the error variances of the latents
() as we had done for indicators. Therefore, the diagonal
elements VY33, Y44, Y77, Y10.10 Of the Psi matrix were fixed
to represent 15% of the variance of their respective
latents.” However, the model did not fit properly: SBy*:
30.35 (15); p = 0.011.

The next stage was the test of a less restricted model
(M3,)) freeing all diagonal elements of the Psi matrix. This
model yielded an excellent fit: SBy* 6.54 (11); p = 0.840.
Nevertheless, this conceptualization lacks the dictated
meaning of the higher order latents. Hence, a more robust
test of the theoretical model is needed, adding a second
indicator per subdimension. The selection of the second
best indicator was achieved according to the subjective
view of the second best indicator and the patterns of
correlations showed in the pretest analysis.® However, in
order to avoid the second indicators being mere repetitive
items that could not help to add meaning to the latent, we
made sure that they were not extremely correlated,
following the recommendations of Epstein (1983). Thus,
90% confidence intervals were built to the inter-item
correlation of each subdimension. To accomplish this,
we, used R2 software (Steiger & Fouladi, 1992). The results
of this correlation analysis showed that the upper limit of
the confidence interval of each pairwise correlation was not
above 0.85. Therefore, second best indicators were not
extremely correlated with gold standard indicators. We
included these items in model M, and the test yielded a
poor fit: SBy* 121.02 (74); p<.001.

These results indicate that our view about the meaning of
the latents is questionable, or at least, it is not as close to
the gold standard observable indicator as we thought at
first. However, if a less restricted model without error
variance constraints fits, the model is not causally
misspecified, and we cannot reject the conceptualization
unless some unexpected estimates appear. We tested M;»
with an excellent result: SBy* 70.91 (67); p = 0.350, and
highly significant gamma, beta and lambda paths. The
square multiple correlations for structural equations and
observable indicators are depicted in Table 1, confirming
the meaningfulness of the estimated parameters in the
causal analysis.

7.1. Alternative models

The analysis of alternative models is a highly recom-
mendable practice in model testing methodology (Kline,
2005). The comparison among plausible theoretical ex-
planations of the same phenomenon enriches the strength
of the original research model. We considered two
alternative models: (1) A model with a general factor

3See the form of structural equations in Appendix B. The procedure for
fixing the error variances of the indicators and the error variances for the
latents is depicted in Appendix C.

®Items are presented in Appendix A.
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Table 1

Square multiple correlations for structural equations and indicators of Model M3, and total effects on indicators

Personal interaction Physical environment Outcome

0.88 0.46 1.09*

Conduct Expertise Problem solving Equipment Ambient conditions Waiting time Valence

0.71 0.87 0.88 1.18 0.76 0.78 0.78

yl y2 y3 v4 y5 y6 y7 y9 y10 \28! yl12 y13 yl4
0.69 0.82 0.81 0.69 0.71 0.61 0.67 0.75 0.74 0.57 0.71 0.72 0.77 0.86
0.66° 0.71 0.78 0.72 0.74 0.69 0.60 0.64 0.51 0.44 0.77 0.78 0.81 0.85

“See Joreskog (1999) for an explanation of how standardized loadings (and hence square multiple correlations) could be above 1.0. In this case, the error
variance of the latent (133) is not significantly distinct from 0, what supports Joreskog’s explanation.

Total effects of service quality on indicators.

Table 2
Summary of the model testing sequence

0 v Parameter to Indicators per Satorra—Bentler p Value

estimate subdimensions chi-square® (df)
(total)

M, 15%® 15%4 13 1(7) 30.35 (15) 0.011
M, 15% Free 17 1(7) 6.54 (11) 0.840
M, 15%° Free 31 2 (14) 121.02 (74) <0.001
M;, Free Free 38 2(14) 70.91 (67) 0.350
Alternative models
My, Free Free 28 2 (14) 408.16 (77) <0.001
Ma> Free Free 35 2 (14) 147.74 (70) <0.001

#Previous analysis of the data distribution with PRELIS shows non-extreme skewness and kurtosis of the different covariance matrices provided. The
asymptotic covariance matrices were generated to obtain the scaled chi-square (Satorra & Bentler, 1988) and robust estimation of standard errors.

b
01,1, 022, 033, 044, Os5, O, 07.7.

c
02,2» 04‘4» 05‘5’ 08,87 09,9= 012,l2s 014<l4-

dl//3,3y lP4‘4~ ‘ﬂ7‘7, l//l(ll()-

accounting for all items covariances.” The aim was to
analyse if service quality perception could exert a halo
effect on observable indicators, as seen in studies regarding
the multidimensional structure of corporate image evalua-
tions (Caruana, 1997; Dowling, 1988; Fombrun & Shanley,
1990). Thus, if customers are not capable of judging certain
service attributes properly, they can infer these evaluations
from the overall judgement based on a few well-known
service cues. However, the analysis of this model (M)
revealed that it is extremely inconsistent with the data:
SBy*: 408.16 (77); p<.001. (2) A model with a general
factor accounting for all sudimensions covariances. This
model hypothesizes that subdimensions are not capable of
reflecting the divergent meaning of their respective dimen-
sions, and only one factor (instead of three) emerges in the
second order level. Again, the analysis of the model (Ma»)
showed that it is inconsistent with the data: SBy” 147.74
(70); p<.001.

"This type of model is known as Harman'’s single factor test (Podsakoff,
MacKenzie, Lee, & Podsakoff, 2003).

Finally, a summary of the model testing sequence is
depicted in Table 2.

8. Discussion, limitations and further research

There is a growing acceptance among researchers that to
achieve and maintain competitiveness and profitability,
travel agencies should make efforts to continuously
improve the level of service quality offered to their
customers. However, a basic principle of quality manage-
ment is that to improve quality it must first be measured.
This study proposes a multilevel and multidimensional
model of service quality in accordance with the hierarchy
of perceptions suggested by Brady and Cronin (2001).
Therefore, customers form their service quality perceptions
on the basis of their evaluations of three primary
dimensions: personal interaction, physical environment
and outcome, which are composed of seven subdimensions.
Qualitative research and the literature revision support this
view, and indicate that personal interaction is formed by
conduct, expertise, and problem solving subdimensions;
physical environment consists of equipment and ambient
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conditions; and finally outcome is formed by waiting time
and valence subdimensions. Thus, the combination of all
theses evaluations constitutes a customer’s overall percep-
tion of the travel agencies’ service quality. This study
contributes towards filling a gap existing in service quality
research by proposing an integrated model of service
quality in the travel agency industry.

The results of the third order confirmatory factor
analysis have shown that we can count on the validity of
a battery of 14 items that partially support the original
purpose. We say “partially” because we had to relax the
original constraints of the model that were consistent with
our view regarding the meaning of the latents. Recall that
we have partly failed in the determination of the meaning
of the latents and that they are not as close to the
observable indicators as we thought. The study of the
residuals pattern of failing models, like M5 ,, is somewhat
embarrassing because there are several problematic resi-
duals. This fact makes it more difficult to detect
misspecification (Hayduk, 1996). However, the test of the
less constrained model M3, can reveal valuable informa-
tion with regard to the pattern of causal relationships,
assuming we sacrifice the precise meaning of latents. This is
summarized in the following lines.

First, “outcome” is the key manifestation of service
quality. This factor is unexpectedly close to the meaning of
the higher order construct as it perfectly reflects the
consumer evaluations of service quality. Surprisingly, the
reviewed literature on service quality in travel agencies does
not define this aspect in its measurement instruments.
Findings from our qualitative research support the
importance of evaluations about consumer gains from
the service. If we could isolate this part of the model,
respecifying the error variance restrictions,® we would
obtain an adequate model fit. Although we recognize this is
a poor methodological device, it serves as a heuristic signal
of the proper meaning of latents representing this portion
of the model. The relevance of “outcome” evaluations is
related with consumer sensitivity to service failure and its
impact on global evaluations of the service (Mittal, Ross, &
Baldaser, 1998). This could be dangerous from the
management point of view because, as Brady and Cronin
(2001) claim, some factors that shape the valence of the
outcome are outside the direct control of service manage-
ment. Therefore, for example, consumers’ not obtaining
the required location at a desired destination because of an
overbooking problem could generate a negative perception
of the global service delivered by the travel agency. This
negative perception would be independent of the perceived
quality of the rest of attributes. Another example could be
the next case: a consumer who has encountered bad
weather conditions during vacations. This customer might

8We could specify zero error variance in “outcome”, and the same
values of the original proposal allocated to the error variance of “valence”
and to the error variances of gold standard indicators of “valence” and
“waiting time”.

have a positive perception of each service quality dimen-
sion, but the negative valence of the outcome could
ultimately lead to an unfavourable service experience
(Brady & Cronin, 2001).

This is one of the major findings of our research, because
this fact questions the implementation of service quality
studies to fully analyse company performance. We
encourage travel agencies to design questionnaires that
also consider those things that are outside their control and
could have influence on the customer overall evaluation of
the service. This draws on the locus-of-causality literature
in attribution theory (Oliver, 1993), where the locus
dimension is concerned with the source of causality; that
is, either the cause resides with the customer, in the
situation, or with the company. Thus, we believe it is
important to implement measures of company perfor-
mance that inform companies not only about the third
source but also about the other two. Because of the
peculiarities of the travel agency industry, we think that
this is a very interesting starting point for further research
about perceived service quality.

The meaning of “valence” subdimension yields another
important contribution from the managerial point of view;
managers could use this subdimension alone to obtain a
very good measure of global perceived service quality.
Service quality has to be measured systematically by the
companies (Parasuraman et al., 1988), and this is a key
principle of quality management systems such as ISO
certification. The length of questionnaires is associated
with problems from the point of view of data validity (e.g.
halo effect, learning effect, customer tiredness, etc.) and
from the perspective of managerial costs (e.g. design,
tabulation and analysis). Therefore, depending on the
objectives, resources and budget, travel agencies could
evaluate service quality using a more disaggregated tool
(using the entire model), or a simpler device (using only the
“valence” subdimension). The former, logically, provides a
more complete picture of service excellence, but the latter,
by simplifying data collection and analysis, is an attractive
option for travel agencies that systematically evaluate
service quality several times a year. Both methods, as we
have discussed above, should be rounded out with
information about things outside companies’ control.

Second, service quality evaluations are quite well defined
by the judgements regarding how the service is delivered,
and this approach agrees with the relevance of “personal
interaction” in the service marketing literature (Grénroos,
1990). One reason explaining why our original constrained
model does not fit could be the somewhat unexpected roles
of the “expertise” and “problem solving” subdimensions.
We thought that employee attitudes and behaviours were
the best manifestation of the personal interaction dimen-
sion. However, the skills of the employees and their ability
to solve problems are seen as important attributes of the
service quality evaluation. Both subdimensions are highly
correlated (0.81) with ““valence” and ‘“‘waiting time”’, which
could be interpreted as follows; the customer associates the
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ability of the employees to respond to requests and their
competence at solving problems with the outcome of the
service. If there are no service failures, then (1) there are no
problems to resolve, or (2) the problems were solved
successfully. Regrettably, we have not specifically asked
about service failures in the questionnaire, and thus we
cannot evaluate this important issue. This is one of the
limitations of our study. If there were not any kinds of
problems in the service encounters, then we could argue
that customer evaluations of “outcome’ could exert a halo
effect on judgements of “problem solving”. In this case, the
customer might not have sufficient information to make a
valid evaluation of this subdimension of service quality.

Third, results clearly indicate that the environment in
which the service delivery occurs is not as good a definition
of service quality as the other two dimensions. This is an
expected finding, because of the high degree of intangibility
of this kind of service. The study shows that functional
aspects define quality better than aesthetic aspects. How-
ever, again we could have failed to correctly define the
latents; in this case the “equipment’ subdimension. Travel
agencies try to make the service delivered more tangible,
especially with flyers, handouts, etc. This fact could have
not been properly interpreted by customers in the evalua-
tion of the store equipment.

On the other hand, there are several methodological
issues that deserve some discussion.

First of all, our test of the third-order structure assumes
that the three dimensions are different forms manifested by
perceived service quality. Likewise, these three dimensions
are explained by their respective subdimensions, and finally
the indicators are observable representations of each
subdimension. This view agrees with the taxonomy of
reflective multidimensional constructs by Law et al. (1998)
and Edwards (2001), and it reproduces the proposal of
Dabholkar et al. (1996). Nevertheless, this does not
coincide with the Brady and Cronin’s (2001) perspective
on hierarchical structure, in spite of the fact that they base
their structure on Dabholkar’s model. Thus, Brady and
Cronin (2001) add items to represent the primary dimen-
sions and overall service quality as an implicit assumption
of the dimensions as antecedents of service quality. This
conceptualization has been adopted by later investigations
(see Fullerton, 2005). According to our research proposal,
the dimensions are not antecedents of service quality but
rather expressions of the complexity of the construct.
Service quality is a higher-order factor underlying the
dimensions. This view regarding measurement agrees with
the entity realism of latent variable theory and the
ontological concept of validity (Borsboom, Mellenbergh,
& van Heerden, 2003, 2004), as opposed to instrumental-
ism and the formative models. We conceptualize service
quality similar to an attitude (Parasuraman et al., 1988),
and we consider the implementation of measures about
attitudes more consistent with the reflective view. In
addition, studies that use their proposed dimensions of
service quality for predicting an overall evaluation of

quality (e.g. Brady & Cronin, 2001; Cronin & Taylor, 1992)
or a satisfaction judgement (e.g. Cronin & Taylor, 1992;
Lam & Zhang, 1999) are in disaccord with researchers who
advocate for the difficulties of inferring causality in cross-
sectional designs (Kaplan, Harik, & Hotchkiss, 2000;
Kline, 2006). This problem is widely explained in the
context of service quality literature by Martinez (2006).
The presence of equivalent models is another interesting
issue. Our third order structure is equivalent to a model
with only first and second order factors. However, if we
consider service quality as a multidimensional construct, it
does not exist separately from its dimensions (Edwards,
2001). Thus, both models are not theoretically plausible
and do not have semantic equivalence (Markus, 2004). The
challenge is therefore to consider dimensions of quality as
separate from overall service quality, i.e. to distinguish the
attribute-level performance from global judgements about
the service as disparate entities, with divergent meaning,
antecedents and consequences. Mittal et al. (1998) show
how a customer can evaluate two attributes of a service in a
disparate way. If two attributes are very low correlated, the
reflective view is open to debate. We have not detected this
issue in our study, and all latents are highly correlated.
However, the question is still on the table: Could the
customer’s evaluations of personal interaction be, for
example, low correlated with facilities layout or tangible
elements in a specific service? If we say yes, we should
discard hierarchical multidimensional reflective models as a
universal representation of the service quality construct.
The utility of multidimensional constructs has been
seriously questioned (see Edwards, 2001 or Hayduk et al.,
1995), specifically due to the operational problems for causal
relationships among the multidimensional construct and
other divergent concepts. Nevertheless, the interest of this
research is not in analysing causal networks between different
latents. We are working in the area of measurement validity,
and we invite discussion regarding whether validity requires a
descriptive theory of meaning that implies nomological
networks (Borsboom et al., 2004; Cronbach & Meehl, 1955).
We encourage academics to take all these considerations
into account in the study of service quality in services.
Specifically in the travel agency industry, our study shows
that a lesser degree of abstraction in the definition of
certain attributes of service quality would be desirable.
Therefore, our model serves as a starting point for
improving the measurement of service performance in this
sector. We have made some progress on the diagnostic
properties of a specially designed service quality model for
travel agencies. In an industry where different quality
management systems are adopted (such as ISO certification
or Q for tourist Quality) this instrument could serve as a
diagnostic tool that will allow managers to determine
service areas that are weak and in need of attention.
Although this study is based on a non-random sample of
customers, results of our hypothesized model are inter-
pretable if we assume causal homogeneity and a specific
sub-population of Spanish superpopulation. We expect
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other researchers to replicate our model in other contexts
and test situations (Cohen, 1994; Hitchcock, 2002) in order
to generalize results; especially with more balanced stratum
samples regarding age. We also stress the systematic
utilization of service quality questionnaires by travel
agencies in order to obtain a dynamic picture of evalua-
tions and consumer future intentions over time, with the
aim of enriching the dynamic view of customer attitudes
towards service (Johnson, Herrmann, & Huber, 2006;
Mittal, Katrichis, & Kumar, 2001).

Finally, further research should consider two key aspects
in the analysis of service quality evaluations: the role of
customer expectations distributions and the placebo effect
of price and brand information on quality perception.
Rust, Inman, Jia, and Zahorik (1999) have shown that
experience is a crucial factor for quality evaluations, and
thus companies should pay more attention to the quality
delivered to customers with a low degree of experience in
the service. This type of customer is more sensitive to
disconfirmation that highly experienced customers. There-
fore, travel agencies should include this variable to
compare service quality evaluations for different groups
of customers with disparate degrees of experience. On the
other hand, as Shiv, Carmon, and Aricly (2005) and Rao
(2005) have indicated, price or brand information could
exert an unconscious influence on expectations about
quality, similar to a placebo effect. These variables also
have to be considered in order to obtain a more detailed
view of service performance; thus, perception of service
quality mediocrity or excellence should be interpreted with
caution because it could have been influenced by several
aspects that are not a specific part of quality performance.

Appendix A. Dimensions, subdimensions and indicators’

Personal
interaction

It refers to the customers’ subjective
perception of how the service is delivered
during the service encounter. It is
interaction between the service provider
and customer.

It refers to attitudes and behaviour of
employees.

Conduct

e Employees seek the best for the
customers
e The attitude of employees demonstrates
their willingness to help me
Expertise It refers to degree of knowledge of
employees about service.

e The employees have knowledge enough

about different services to respond to
consumer’s requests

°First and second best indicators, respectively.

Problem
solving

Physical
environment

Equipment

Ambient
conditions

Outcome

Waiting time

Valence

o The employees are competent

It measures the store personnel’s ability
to handle potential problems and
complaints.

® When a customer has a problem, this
company shows a sincere interest in
solving it

® The employees are able to handle
customer complaints efficiently

It refers to the built environment in which
service delivery occurs as opposed to the
natural or social environment.

Includes the computers and other
implements used to achieve effective
service delivery.

® The equipment at this store is in good
condition

o Employees have a neat and professional
appearance

It relates to the non-visual aspects
associated with the service-producing
system and includes factors such as
temperature, scent and music, as well as
appearance, decor and ambience, and
furniture layout.

e The store’s ambiance (clean, music,
temperature...) is appropriate
o The store is safe and comfortable

It refers to the outcome of the service act
and represents what the consumer gains
from the service.

This factor is associated with the ability of
the service firm to manage demand in an
effective manner.

e This company provides service to the
consumers punctually

e This company show its interest in
accelerating the service

It captures attributes that control whether
customers believe that service outcome

is good or bad, regardless of their
evaluation of any other aspect of the
experience.

® When I leave this company, I always
feel that I got what I wanted

o [ would evaluate the outcome of this
service favourably
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Appendix B. The form of structural equations model

Appendix C

C.1. Derivation of the starting values for theta
parameters (0;;)

Let y;, with i = 1...14 the observable indicators, 7, with
k=1...10 the endogenous variables, /;, the causal
coefficients from latents to indicators, and 0;; the indicator
error variances.

For the gold standard indicator (y4) of the “valence”
subdimension (77;¢), the variance of the indicator is:

Var(yis) = (A1a10)> Var(ny) + 01414 (1)

As (A14.10) 1s fixed to 1.0, the endogenous variance will be
close to the variance of the indicator by an amount
determined by 0,4 14. Therefore, 01414 could be fixed to a
percentage of the observable indicator variance. In this
case: 014’14 =15% Var(y14).

This reasoning is extensible to the remaining gold
standard indicators.

C.2. Derivation of the starting values for Psi
parameters (Wi )

Let ., the error variances of the endogenous latent
variables, ¢ with j=1 the exogenous variable, y;; the
causal coefficients from exogenous to endogenous vari-
ables, and fi , the causal coefficients among endogenous
variables.

For the “valence” subdimension (1,0), the variance of
this latent is:

Var(n,y) = ([310,3)2 Var(ns) +¥10.10- ()

As fi03 is fixed to 1.0, and considering Eq. (1), we can
write the next expression:

Var(y,4) — 014,14 = Var(n;) +¥0.10- (3)

Being 014,14 fixed, 19,19 can be fixed to a percentage of
the left-hand side of Eq. (3). In this case: 9,10 =

15%(Var(yi4)—014,14)-

The derivation of ;7 and 4 4 is done by a similar way.
Finally, for deriving 5 3, we have to count with the next
equation:

Var(ns) = (73,) Var(e)) + Y5 3. 4)

As y;, is fixed to 1.0, and considering Eq. (3), we can
write the following expression:

Var(y4) — 01414 — Y1910 = Var(er) + Y55 (5)

Being 01414 and Y010 fixed, 33 can be fixed to a
percentage of the left-hand side of Eq. (4). In this case:

V33 = 15%Var(y14)—014,14—V10,10)-
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