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Abstract 

Maps based on bibliographic data of 50 of 264 keywords in 111 papers show that service 

quality, SERVQUAL, and customer satisfaction are the most popular topics in service 

management research. The discussion about costs are relatively minimal and is not directly 

related to SERVQUAL but to service quality and customer satisfaction. This empirical 

evidence is interesting, given that cost is an intrinsic element of service quality that is much 

more measurable and controllable in practice. The logical relationship between price, cost, 

activity, and service quality was studied to find the possibility of placing the cost aspect into 

the original model of SERVQUAL. A mixed methods study combining preliminary 

theoretical evaluation and empirical research findings is used to develop the model of 

ServQual. This study succeeded in presenting gaps 6 and 7 inside a framework called the 

Service Quality Improvement Driver (SQuID). SQuID clarifies the significant relationship 

between service quality, cost, and price on SERVQUAL. This framework can help 

companies analyze and develop traceable service quality comprehensively and improve 

service quality effectively, even on an ongoing basis. Further research in the geographical 

context shows that the SQuID framework can be a practical solution for Asian businesses 

that are already quite familiar with SERVQUAL. Cultural-based service quality in the 

dimensions of tangible and empathy need special consideration when implementing the 

SQuID framework in several business sectors in Asia.  

 

Keywords: Service Management, Service Dimension, Service Quality, 

SERVQUAL, Service Price, Service Cost 
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Introduction 
 

Services can act as products like goods or as complementary aspects that accompany 

the delivery of a product to its users (Parasuraman et al., 1985; Zeithaml et al., 2017). 

Several researchers and managers argue that service quality results from comparing 

consumer expectations with their perceived service performance (Berry et al., 1988; Jo 

Bitner et al., 1997; Zeithaml et al., 2017). Service quality also significantly affects the 

company's or product's positioning strategy (Berry et al., 1988; Ladhari, 2009; Zeithaml 

et al., 2017). The issue is that consumers find it difficult to articulate the service quality 

and the activities that influence it (Parasuraman et al., 1988; Park et al., 2021). 

SERVQUAL comes as a method and a logical flow of measurements carried out by 

service providers and users on the advantages or disadvantages of a service entity 

(Moon, 2013; Parasuraman et al., 1985). 

 

 
Figure 1 Current Research Map on ServQual 

 
 

 

VOSviewer has been used to map the relationship among 50 of 264 keywords in 111 

SERVQUAL-related papers, with two minimum occurrences (Figure 1). This 

bibliographic map shows that service quality, SERVQUAL, and customer satisfaction 

are the three most popular research variables in the service area. This map reveals that 

research on SERVQUAL is mainly linked to service quality in the performance 

assessment context (Chatzipetrou and Moschidis, 2018; Ladhari, 2009). They also show 

how these evaluations influence customer satisfaction and behavior in various sectors 

(Akamavi et al., 2015; Fida et al., 2020; Koay et al., 2020; Liu and Lee, 2016; Mey et 

al., 2006; Mm and Jasim, 2021; Russell et al., 2015). 
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Research directly links price with service quality and SERVQUAL is relatively 

frequent (Akamavi et al., 2015; Kim and Wook Kim, 2010). It is not surprising because 

the price is an extrinsic signal of quality. For example, hotels are frequently classified 

according to star ratings. A four- or five-star hotel's facilities will be more lavish and 

pricier than a lower-star hotel in the same region. The price significantly affects the 

perceived service quality of high-star luxury hotels rather than lower ones (Giannakos 

et al., 2014). Research suggests that services that do not add value to the customers 

should be eliminated. This action will simplify pricing for the hotel and reduce customer 

disappointment (Aladwan and Alsinglawi, 2018; Ye et al., 2014). 

 

Research on health services shows that outpatient departments need instruments to 

monitor their available services. Patients' opinions of medical staff's service quality 

significantly affect overall service quality perceptions (Giovanis et al., 2018). Patients 

can leave providers unable to meet their needs quickly (Kennedy et al., 2015). Patients 

pay attention to specific dimensions and values of quality in choosing health services. 

This value is reflected in the patient's perception of the price fairness they pay (Lai et 

al., 2020; Russell et al., 2015). Again, service quality triggers the gap in the service 

price and vice versa. 

 

A low-cost airline survey shows that employees' effective service affects service quality 

and passengers' perceptions of price worthiness. Employees' self-efficacy reduces 

terrible service experiences and increases passenger satisfaction (Akamavi et al., 2015). 

Self-service technology-based facilities have become an option for the airline industry 

to achieve work efficiency and positively influence customer loyalty (Yusra, 2018). 

 

In the banking industry, the development of digital technology has proven to be an 

excellent instrument for lowering service costs while developing various non-core bank 

businesses (Mbama et al., 2018). The Internet can even personalize bank services at 

meager operating costs while addressing the high heterogeneity of service requests 

(Broderick and Vachirapornpuk, 2002). Financial services have been compelled to 

adapt to changing customer requirements by providing high-quality banking services 

(Hamzah et al., 2017; Mbama et al., 2018). 

 

Previous studies show that effective activity-cost management can control the service 

quality-price relationship. Interestingly, although the cost is; an intrinsic element of 

service quality (Sharabi and Davidow, 2010), the element of the price that is absorbed 

by service activities (Blocher et al., 2019; Cooper and Kaplan, 1992; Guerreiro et al., 

2008; Piercy and Rich, 2009); and determine the customer satisfaction (Morikawa, 

2021; Parasuraman et al., 1985), none linked to SERVQUAL. Contrary to price, cost's 

role in several service quality dimensions appears to be overlooked.  

  

Customer satisfaction will rise as service quality improves, but the company’s limited 

resources should not be neglected (Akamavi et al., 2015; Piercy and Rich, 2009; Shen 

and Yahya, 2021; Zeithaml et al., 2017). For consumers, price contributes to the 

perception of pre-purchasing and post-purchasing satisfaction (Agus et al., 2007; Lai et 

al., 2020; Ye et al., 2014; Zeithaml et al., 2017). From another viewpoint, service 

providers must recover service costs and profit by setting the prices (Abu-Salim et al., 

2017; Law et al., 2022; Liping and Carsten Ørts, 2016; Rust et al., 2002).  
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Table 1 Previous Research on the Role of Cost or Price on Service 

No Author Location Industry Findings 

1 (Ye et al., 

2014) 

China Tourism and 

Hospitality 

Price affects pre-purchasing 

perception and post-purchasing 

satisfaction 

2 (Aladwan and 

Alsinglawi, 

2018) 

Jordan Tourism and 

Hospitality 

Target costing is effective for 

reducing costs due to non-value-

added products or services. 

3 (Ramdeen et 

al., 2007) 

 

United 

States 

Hotel and 

Restaurant 

Investment in prevention activities 

led to a reduction in failure costs 

according to inadequate services.  

4 (Akamavi et 

al., 2015) 

England Air Transport Low-cost airlines have a minimum 

target of service quality 

5 (Liu and Lee, 

2016) 

Taiwan Air Transport Airplane passengers generally make 

trade-offs between the service 

quality and the price paid or will be 

paid. 

6 (Law et al., 

2022) 

Laos Air Transport Service quality affects customer 

satisfaction. The dimensions of 

service quality that are very 

important are the dimensions of 

tangible, reliability, and 

dependability. 

7 (Luke and 

Heyns, 2020) 

South 

Africa 

Public 

Transports 

Safety, policing, maintenance, and 

the accompanying poor levels of 

reliability are common areas that are 

overlooked. 

8 (Hamzah et al., 

2017) 

Malaysia Banking 

Industry 

The use of Internet technology in 

banking services can reduce 

operational costs. 

9 (Kennedy et 

al., 2015) 

United 

States 

Medical Improving medical care is the right 

thing for patients, and in a value-

based payment model, it helps keep 

a business afloat. 

10 (Lai et al., 

2020) 

Malaysia Medical Any price changes should reflect an 

increase in service quality 

 

 

These studies show that the relationship between service quality, price, and service 

costs occurs in various times, industries, and regions, including Asia (Table 1). 

Moreover, the service sector is rapidly developing into a critical business engine for the 

economic growth of every country in Asia (Park and Shin, 2012). The increasing 

competition between businesses and new pricing methods has prompted companies to 

evaluate prices and their pricing methods (Morikawa, 2021). To reduce customer 

dissatisfaction and waste of resources, identifying the suitable service-related activities 

and quality that customers need must be accomplished (Aladwan and Alsinglawi, 

2018). Data Envelopment Analysis (DEA) was used to determine the relative efficiency 

of firm resources in reaching a combination of perception and expectancy on each 
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dimension. However, it only succeeded in defining service quality improvement 

objectives. How to make it happen and the cost consequences have not been disclosed 

(Fida et al., 2020; Lee and Kim, 2012; Sharabi and Davidow, 2010). The use of DEA 

to assess the efficiency of Asian cultural tourism has resulted in the disclosure of 

business financing strategies, which is the goal of this study. Unfortunately, the study 

does not explain how the DEA results reflect service quality (Wu and Lin, 2022). 

 

Determining competitive prices must begin with calculating the correct service costs 

while reflecting effective and efficient activities (Liu and Lee, 2016). SERVQUAL has 

proven to help describe customer perception but has not provided sufficient complete 

information as an accountable direction for service quality improvement (Ghotbabadi 

et al., 2015; Ladhari, 2009). The original SERVQUAL model appears to be a 

descriptive diagnostic. Combining SERVQUAL with other methods, such as Quality 

Function Deployment, may provide an improved solution but with repetitive or 

redundant activities (Camgöz‐Akdağ et al., 2013). Therefore, research exploring hidden 

prescriptive aspects in SERVQUAL must be followed up. The relationship between the 

dimensions,  activities, cost, and service price on SERVQUAL must be studied to 

overcome this deficiency effectively. 

 

 

Literature Review 
 

Dimensions of Service Quality 

 

Services are heterogeneous. They might differ in time, location, and customer types 

(Khan, 2003; Parasuraman et al., 1985). The heterogeneity of services is increasing 

because customers are co-producers of service delivery. This role reduces the service 

provider's ability to control the consistency of the service quality (Khan, 2003; Ladhari, 

2009; Wirtz and Zeithaml, 2018). Service quality can be described in five dimensions: 

tangibles, reliability, responsiveness, assurance, and empathy (Jo Bitner et al., 1997; 

Parasuraman et al., 1985; Zeithaml et al., 2017). 

 

Physical service delivery features, such as physical buildings, staff appearance, 

instruments, or equipment, are all part of the tangible dimension. Perceptual judgments 

can be damaging if what is seen, heard, and felt is the opposite. Tangible dimensions in 

the digital era can be seen in web design aesthetics, ease of use, virtual tours, and 

visualization (Moon, 2013). Tangible attributes may play a significant role as pull 

factors to a location in the tourism sector (Adruce et al., 2021). Adding environmentally 

friendly attributes to the tangible dimension can increase the value of customer 

perception (Abisuga et al., 2020; Khan, 2003). 

 

Reliability is related to the consistency in providing promised services through 

customer communication channels. Identifying and calculating service quality costs on 

reliability is relatively more complex than tangible (Parasuraman et al., 1985). 

Standardization of operational procedures is an essential factor affecting this 

dimension. Reliability-related activities provide services according to a predetermined 

time duration, keeping transaction records properly and billing accuracy. Likewise, 

some physical facilities, such as computers, database management programs, and 

employee skills training, are not visible directly to the customer (Law et al., 2022; Wirtz 

and Zeithaml, 2018; Zeithaml et al., 2017). 
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The responsiveness dimension concerns the availability and readiness of employees to 

provide services when needed. This dimension relates to how employees respond to 

general and specific customer requests, the speed of payment services, and handling 

complaints. The responsiveness is also influenced by Standard Operating Procedures 

and various tangible facilities (Abisuga et al., 2020). The distinction is that customers 

might have diverse experiences with this standardized responsiveness (Zeithaml et al., 

2017). Service customization, which leads to the imposition of additional fees, is one 

of the activities in this dimension (Ma et al., 2019). 

 

The assurance dimension relates to employees' knowledge, courtesy, and ability to 

assure customers that their needs will be met as expected (Ramanathan et al., 2018). 

The ability of service providers to minimize customer intervention is a basic form of 

assurance with some cost consequences (Kim and Wook Kim, 2010). Service providers 

must design service delivery systems (Ma et al., 2019). Such as reporting system will 

encourage customers to employ cheaper information exchange behavior (Youngdahl 

and Kellogg, 1997). 

 

Meanwhile, empathy is a quality dimension of the company's care and attention to its 

customers without being asked. Empathy has a significant role in certain products 

(Izogo, 2015). The right reward system can mobilize empathy from workers (Lin et al., 

2021; Sharabi and Davidow, 2010). Empathy manifests itself by making customers feel 

safe in transactions, providing necessary information, answering questions, and being 

courteous (Khan, 2003). Western countries rely on contracts regarding trust, whereas 

some Asian countries, such as China, rely on reputation and history (Xiong et al., 2021). 

In addition, responsiveness, assurance, and empathy are three of five dimensions of 

service quality directly affected by human performance (Berry et al., 1988; Ramanathan 

et al., 2018). 
 

Servqual 

 

SERVQUAL is a very effective analytical method to identify and manage five gaps in 

the production and consumption of services.  

 

These are the knowledge, policy, delivery, communication, and customer gaps (Figure 

2) (Parasuraman et al., 1985; Zeithaml et al., 2017). 

 

The knowledge gap (gap 1) is the difference between what customers expect and what 

management believes or knows. Ideally, companies must provide services that exceed 

customer expectations (Abu-Salim et al., 2017; Agus et al., 2007). Therefore a 

company's management must have an accurate and up-to-date understanding of 

customer expectations (Berry et al., 1988). The policy gap (gap 2) is the difference 

between management's perceptions of customer demands and how those perceptions 

are translated into policies and service delivery standards. Even if management 

understands consumer expectations, the translation into formal procedures may not be 

strong enough to guide their subordinates' conduct. The delivery gap (gap 3) causes 

customer dissatisfaction regarding the failure to deliver efficient service quality. This 

gap is the difference between service delivery policies and the realization. An 

incompetent workforce and inefficient working conditions are often the cause (Berry et 

al., 1988). The communication gap (gap 4) is the difference between what is advertised 

and delivered to customers, including price (Liu and Lee, 2016). This gap might arise 
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for several reasons, including the company's promise of better service than the actual 

situation (Parasuraman et al., 1985). The customer gap (5th gap) is the difference 

between what the customer perceives and expects from the service. The gap between 

what consumers anticipate from service and what they believe they have received is 

one of the most prominent reasons for customer dissatisfaction. Gap 5 is the sum of the 

cost of gaps 1,2,3, and 4 on the related dimensions (Ladhari, 2009; Parasuraman et al., 

1985). 
 

Figure 2 Original Model of SERVQUAL with Dimensions on Gap 5 

 
 

SERVQUAL has faced several criticisms regarding model reliability, scores, validity 

as a predictive instrument, and contextual applicability in its development (Ladhari, 

2009). Developments on the original SERVQUAL  model and newer models such as 

ServPref and HedPerf continue to answer these criticisms (Cronin and Taylor, 1992; 

Rodrigues et al., 2011). 
 

Target Costing 

 

Target costing is a process for planning, managing, and reducing costs. Target costing 

prevents companies from offering products or services that fail to generate the desired 

revenue (Blocher et al., 2019). Several parties recommend this method as an efficient 

managerial tool to manage existing or new products and services (Aladwan and 

Alsinglawi, 2018; Blocher et al., 2019). This system helps companies eliminate non-

value-added costs from the early design stages to product or service development. 

Target costing recognizes the need for actions to balance trade-offs across the 

organization, including developing a team to deal with these problems as soon as 

possible in the product/ service development cycle; of course, the ultimate goal is to 

make money, grow and increase value (Liping and Carsten Ørts, 2016).  

The target costing method was initially defined and applied in manufacturing 

companies (Aladwan and Alsinglawi, 2018). In the service business, the target costing 
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method can increase management's ability to manage its business processes more 

profitably and focus on customer demand at a reasonable service price (Aladwan and 

Alsinglawi, 2018). In certain studies, consumer-perceived pricing is frequently 

connected with other categories, including benefit, cost, utility, value, and quality. 

Some consumer behavior experts believe that customers' perceptions of price 

appropriateness are comparable to their perceptions of value, usefulness, and quality. 

Perceived price results from evaluative judgments, whereas perceived value, 

usefulness, and quality are socially accepted norms that serve as the foundation for such 

evaluations. (Lai et al., 2020). 

 

Consumer sensitivity to prices forces companies to find effective operating methods to 

reduce prices while adding benefits such as attracting buying interest, loyalty, and 

increasing market share (Lai et al., 2020). Consequently, Cost to Serve (CTS) is vital 

in realizing sales (Guerreiro et al., 2008). CTS is like a double-edged sword. CTS that 

is too low will affect customer relationships, but too high will be detrimental to the 

company (Li, 2018). Companies should always ask, how much profit can companies 

make for every dollar spent on CTS? Thus, linking price and profit with CTS forms a 

rational basis for evaluating service quality (Li, 2018). 

 

 

Methodology 

Exploring earlier SERVQUAL articles, both conceptual and practical, is the first step 

in this conceptual research. The diversity of business sectors and regions is considered 

when choosing previous empirical or case studies to ensure theoretical background 

convergence. The next stage is to use VOSviewer to perform a bibliography study 

(Dolhey, 2019; Zhao et al., 2021) to determine where service costs stand in various 

service quality studies, particularly those that use the SERVQUAL, both the original 

(Parasuraman et al., 1988) and modified models (Cronin and Taylor, 1992; Ladhari, 

2009; Luke and Heyns, 2020; Rodrigues et al., 2011).  

 

Some basic theoretical studies related to service dimensions, SERVQUAL, and target 

costing, combined with empirical studies, especially in Asia, are prepared as a basis for 

developing a new conceptual framework using mixed methods (Greene et al., 1989). 

Discussion materials on monetary aspects in various service dimensions are a special 

consideration in preparing theoretical constructs. 

 

A new SERVQUAL conceptual framework was developed to incorporate cost aspects 

into the original SERVQUAL model. The discussion section presents a SERVQUAL 

improvement scenario in several service dimensions to simulate implementing the 

SQuID framework. Specifically, a study on the implications of SQuID for Asian 

businesses was added. 

 

 

Discussion 

The original SERVQUAL model only identifies service quality problems through gaps 

1 to 5. No research openly shows how improvements should be made and the cost 

consequences. Some only focus on describing the gaps. Several companies set a priority 

or importance scale for service quality improvement based on the size of the gap 5 of 
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each dimension. The wider the gap of an element in a dimension, the higher the priority. 

Some carry out dimension weighting to emphasize the priority scale (Brysland and 

Curry, 2001). Due to particular contexts, others modify the SERVQUAL instrument 

(Ladhari, 2009; Luke and Heyns, 2020). Several companies in certain industries, such 

as tourism, prioritize specific dimensions for improvement (Berry et al., 1988; Izogo, 

2015; Zeithaml et al., 2017). Do these priorities applicable or not? No one has explained 

explicitly. It depends on everyone's perception in setting priorities, logic, and analysis 

flow. The use of modified SERVQUAL is prone to be influenced by the subjectivity/ 

interests of researchers or companies that want to measure the quality of their services 

in its dimensions. That is all. 

 

Let us adopt some Asian business case studies to look deeply into the missing link 

between service quality problems and their potential activities improvement: 

1. The main reason Laotian passengers use airlines in Laos is to save time. If the service 

quality is improved, these passengers will consider increasing their flight frequency. 

Visual brand features such as corporate logos and frontline personnel uniform 

designs are suggested to attract consumers' attention to local culture (tangible 

dimension) and raise passenger confidence in the airline business (assurance 

dimension). Providing onboard technology, such as in-flight Wi-Fi, in-seat power, 

and in-flight entertainment, may also be an effective way to improve service quality 

(Law et al., 2022). 

2. The patient's perception of health care quality in Syria shows that all service 

dimensions are undesirable except for the tangible dimension. Based on patient 

expectations, empathy got the greatest score. The most significant unfavorable gap 

was connected to the hospital staff's listening abilities and time spent with patients. 

The positive gap in the tangible dimension occurs because the patient's expectations 

are relatively low. Interestingly, this study shows that improvements in the tangible 

dimension play an important role in neutralizing negative gaps in other dimensions 

of service quality. Furthermore, medical and paramedical staff communication skills 

should be strengthened to improve patient impressions of healthcare services 

(AlOmari, 2021).  

3. Low consumer perceptions and negative gaps in all dimensions also occur in 

vocational and technical colleges in Iran. The biggest gap occurs in the tangibles 

dimension. Facility maintenance actions and quality improvement are recommended 

to reduce this gap (Akhlaghi et al., 2012). Service quality costs in the tangible 

dimension are more quantifiable than others since their existence is reasonably 

apparent to human senses. Giving different weights (modified SERVQUAL) makes 

responsiveness and assurance dimensions the two dimensions with the highest 

ratings.  

4. The absence of studies on the management of service quality in Malaysian banking 

and the rapid expansion of international banks are two factors that make the issue of 

service quality critical in Malaysian banks. Foreign banks forced local banks to find 

ways to maintain their respective competitiveness. Banking products are intangible. 

As a result, the customer-service provider relationship is typically used to evaluate 

a bank's level of service. Satisfying service tends to make customers trust the bank, 

which in turn will improve the bank's reputation. Interestingly, although research 

also reveals the critical role of the tangibility dimension as a supporter of bank 

service reputation (e.g., parking lots, ATMs, modern equipment displays, attractive 

brochures), there are no recommendations for economically feasible improvements 

on the dimensions discussed (Hamzah et al., 2017). 
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These studies confirmed that determining the service quality-activities relation and the 

gap's size as the basis for the priority of service quality improvement is quite doubtful 

in implementation (Khare, 2013).  
 

Figure 3 Multidimensional Gap 5 

 
 

Conceptually, service quality improvement is triggered by a negative value in gap 5. 

Therefore, modification of the SERVQUAL model starts from gap 5 (Figure 3). 

However, some case shows that the perceived value higher than expectancy also needs 

to be considered. This SERVQUAL model modification began by showing five service 

quality dimensions' position on the original model. The priority of service quality 

improvement varies because the rationality used also varies. Each rationality will 

generate activities and cost consequences. Due to the service quality-cost unique 

relationship, the cost must be treated carefully (Piercy and Rich, 2009; Tomic et al., 

2018; Wirtz and Zeithaml, 2018). 

 

In practice, companies can conduct customer research, increase the intensity and quality 

of interactions between management and customers or between management and 

service staff, and improve services based on customer suggestions after they have been 

validated to close gap 1 (Berry et al., 1988; Jo Bitner et al., 1997; Lin et al., 2021; 

Zeithaml et al., 2017). Companies must create appropriate service quality standards to 

close the gap 2. Ensuring a good proportion of remuneration between job levels and the 

service quality provided, setting relevant and measurable service quality goals, training 

managers to become service quality leaders or references, updating policies related to 

service quality regularly, and rewarding employees for meeting quality goals are 

examples (Berry et al., 1988; Tomic et al., 2018; Zeithaml et al., 2017). 

 

To reduce gap 3, companies must ensure that performance meets standards (Ramdeen 

et al., 2007). Training employees, providing them with the right technology, tools, and 

equipment, emphasizing internal marketing, and taking steps to keep top performers are 

all important (Izogo, 2015; Koay et al., 2020; Mm and Jasim, 2021; Ramdeen et al., 

2007; Wirtz and Zeithaml, 2018). To close gap 4, companies must ensure that the 

delivered product or service is as communicated (Kim and Wook Kim, 2010; Zeithaml 

et al., 2017). Some things that can be done to cover this include considering employee 
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input regarding creatives, using reality advertising where actual customer/actual 

employee figures and reviews are presented, and managing customer expectations 

realistically (Tomic et al., 2018). 

 
Figure 4 Service Quality Improvement Driver (SQuID) Framework 

 
 

In practice, it turns out that these five gaps are not enough to become the only basis for 

improving the service quality. Price is critical for customer perception (Lai et al., 2020; 

Liu and Lee, 2016; Shen and Yahya, 2021). Customers will state whether the price paid 

is appropriate, including mentioning the price they think they deserve to pay when it is 

too high or too low (Beltagui and Candi, 2018; Liu and Lee, 2016; Ma et al., 2019). 

Gap 5 indicates the failure of service providers to meet customer needs on the related 

dimensions.  

 

Restoration of gap 5 is tantamount to the cost of preventing future re-emergence of gap 

5. If the company adds the same activity to reduce the gap in a dimension, there will be 

a proportional increase in costs. If the activities carried out are different, the cost/unit 

of activity will also differ (Blocher et al., 2019; Cooper and Kaplan, 1992). As a result, 

the relationship between service quality-cost is unavoidable. Therefore this conceptual 

research recommends the gap in service costs (gap 6) as an essential consideration for 

improving the service quality. Gap 6 is the difference between new and current service 

costs (Figure 4). 

Meanwhile, the gap in the service price (gap 7) is the difference between the new price 

and the customer-expected price, the so-called expected price. Gap 7 is influenced by 

gap 6 directly or indirectly. Gap 7 will be zero if the company can realize the customer-

expected price from the beginning. The new price due to pricing evaluation is 

unavoidable in business management related to competition and customer satisfaction. 

Of course, the new price is not a mere price reduction policy (Sharabi and Davidow, 

2010; Wirtz and Zeithaml, 2018). The new lower price must be logically preceded by 
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a decrease in service costs (new service costs < current service cost). Service cost 

reduction is a rational reason to make the new price equal to, even lower than expected 

(Berry et al., 1988; Kim and Wook Kim, 2010; Ladhari, 2009; Piercy and Rich, 2009).  

In brief, this modification model shows that SERVQUAL has cost consequences that 

must be carefully analyzed before being executed (Ye et al., 2014). This study has 

unboxed the original SERVQUAL model and found Service Quality Improvement 

Driver (SQuID) inside (Figure 4). The braid of the result of research on service quality-

price, the natural relation of price-cost, service quality-activities, and service quality-

cost has revealed the "tentacles" of SquID; they are expected price, service quality 

improvement targets, service cost improvement targets, current service costs, new 

service costs, and new prices. Current service costs are the financial manifestation of 

management's perception on consumer expectations. 

 

Thus, a negative value in gap 5 indicates management's inaccuracy in understanding 

consumer expectations and service quality costs. In more detail, gap 5 indicates the 

need for more effective service quality cost management. The target costing can be 

applied when determining the new price and new service costs, where the difference 

between the new price and new service costs is the target profit (Liping and Carsten 

Ørts, 2016). So, if the company has set the profit target while the new price is the same 

as the expected price (gap 7 is zero), the new service cost becomes the new target cost. 

 

Following are the recommended steps in implementing the SQuID framework: 

1. Identify current gap 5 in each service quality dimension (D1_G5c, D2_G5c, D3_G5c, 

D4_G5c, and D5_G5c) followed by gaps 1-4  

2. Calculate each dimension's service quality improvement target or new gap 5 target 

according to the priority scale for each improvement alternative (D1_G5 nx, 

D2_G5nx, D3_G5nx, D4_G5nx, and D5_G5nx). Service quality heterogeneity 

reduction can be a general target.  

3. Identify expected prices. 

4. Define target costs on each dimension (SCnx, ACnx, CRnx). 

5. Calculate the gap in service costs by comparing the new service cost (SCnx) to 

accommodate the expected price and compare it with the current service costs (SCc). 

6. Make a trade-off of service cost improvement targets for each service quality 

improvement target. 

7. Delivery of the new service quality and price. 

 

On the one hand, gap 6 can serve as a cost reference for service providers; on the other 

hand, the presence of gap 7 completes gap 5 as a component of customer feedback that 

the firm requires to improve service quality (Jo Bitner et al., 1997; Lai et al., 2020). 

Theoretically, gaps 6 and 7 strengthen the role of communication as a determinant of 

service quality, where one of the primary roles of communication is to explain the trade-

off between service and cost (Hui et al., 2013; Kim and Wook Kim, 2010; Liu and Lee, 

2016; Parasuraman et al., 1985). 

 

 
Table 2 Evaluation of the Effect of SERVQUAL Improvement on Several Dimensions 

(simulation) 

 

Dimension Gap 5 SERVQUAL Improvement-Affected Dimension 

 Current SQuID1 SQuID2 SQuIDX 
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  SQ1 Gap 5n1 SQ2 Gap 5n2 SQx Gap 5nx 

     Tangible (D1) D1_G5c Ö D1_G5n1 Ö D1_G5n2 Ö D1_G5nx 

     Reliability (D2) D2_G5c Ö D2_G5n1 Ö D2_G5n2  Ö D2_G5nx 

     Responsiveness 

(D3) D3_G5c  D3_G5n1 Ö D3_G5n2 Ö D3_G5nx 

     Assurance (D4) D4_G5c  D4_G5n1   D4_G5n2 Ö D4_G5nx 

     Empathy (D5) D5_G5c  D5_G5n1   D5_G5n2 Ö D5_G5nx 

Current Service 

Cost SCc             

New Service Cost 

(SCnx)     SCn1   SCn2   SCnx 

     Additional Cost 

(ACnx)     ACn1   ACn2   ACnx 

     Cost Reduction 

(CRnx)     CRn1   CRn2   CRnx 

 

 

Companies must calculate and compare the Service Costs of the new service alternative 

(SCn1, SCn2, SCnx), the Additional Costs of each new service alternative (ACn1, ACn2, 

ACnx), and the Cost Reduction of the new service alternative (CRn1, CRn2, CRnx) that arise 

in Service Quality Improvement Driver alternatives (SQuID1, SQuID2, and SQuIDx) 

from one dimension to another as simulated in Table 2, which expected conditions for 

the gaps are: 

1. SQuID1: D1_G5n1<D1_G5c, D2_G5n1<D2_G5c, or; 

2. SQuID2: D1_G5n2<D1_G5c, D2_G5n2<D2_G5c, D3_G5n2<D3_G5c, or; 

3. SQuIDx: D1_G5nx<D1_G5c, D2_G5nx<D2_G5c, D3_G5nx<D3_G5c, D4_G5nx<D4_G5c, 

D5_G5nx<D5_G5c.  

 

Thus, the new service cost (SCn1 or SCn2 or SCnx) is not always higher than the current 

service cost (SCc). The total cost reduction may be greater than the additional cost due 

to new activities, at least in the long run (Sharabi and Davidow, 2010). Although service 

quality improvement actions are often focused on one or two dimensions in practice, 

companies need to calculate the effect of these alternatives on gap 5 in each dimension. 

If the improvement is carried out on responsiveness, assurance, or empathy dimensions, 

which are often interrelated (Berry et al., 1988; Hamzah et al., 2017; Ramdeen et al., 

2007), when setting the service cost improvement targets, companies must consider the 

voice of the customer, the intensity of competition, and the internal strategic plan (Jo 

Bitner et al., 1997; Morikawa, 2021; Zeithaml et al., 2017). These targeted costs will 

guide the business throughout the development cycle to achieve optimal solutions that 

meet customer expectations and maximize service performance at the desired margins 

(Aladwan and Alsinglawi, 2018; Rust et al., 2002). 

 

There are times when some customer perceptions exceed their expectations. 

Mathematically, transferring resources to optimize a positive gap of 5 on specific 

dimensions is possible. However, this needs to proceed cautiously because the service 

quality on this dimension may be strongly correlated with other dimensions with a zero 

or negative gap. At least the positive gap may have become the new expectancy of 

customer service quality. Reducing the quality considered positive should not be 

pursued. 

 



Tambunan, 2023 

Asian Journal of Business Research, Volume 13, Issue 2, 2023 58 

 

Figure 5 Modified SERVQUAL 

 
 

 

The SQuID position in SERVQUAL represents the consumers' and providers' 

involvement (Figure 5). The portion is much more extensive for service providers. No 

less fascinating than this conceptual study is; the SQuID, which contains the two new 

gaps, has led to continuous improvement in the SERVQUAL model. Elements of 

SQuID simultaneously confirm the theoretical view, which states that retaining existing 

customers is substantially cheaper than finding new customers (Zeithaml et al., 2017).  

 

 

Implications 

Practical Implications 

 

The original SERVQUAL model does not recommend the directions to reduce service 

quality gaps and their cost consequences. The presence of gaps 6 and 7 in the 

SERVQUAL model will significantly assist businesses in improving service quality, 

even on an ongoing basis. Both gaps are improvement indicators inside the Service 

Quality Improvement Driver (SQuID) framework, consisting of; expected price, service 

quality improvement target, service cost improvement targets, current service costs, 

new service costs, and new prices. Running SQuID will be much more efficient because 

managers and researchers can also evaluate current service cost and price apart from 

diagnosing service quality issues as the original SERVQUAL model did. 

In this modified SERVQUAL, service quality improvement also plays a sustainability 

actor in the SERVQUAL model.  

 

Future Research 
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This conceptual research, of course, has several limitations. The operational concept of 

service costs in the SERVQUAL model is not explicitly defined, so the role of cost in 

its various categories on various service quality dimensions could be potential research 

in the future. This model is also general; contexts like the public sector may result in 

service quality improvement elements with specific characteristics such as an upper or 

lower price limit. Therefore, various case studies involving the existence of gaps 6 and 

7 will undoubtedly complete the insight into the concept in question, mainly if these 

case studies are studied more deeply in specific contexts. 

 

 

Practical Implications for Asian Business 

Companies and public services in Asia in various sectors, such as air transportation, 

tourism & hospitality, banks, medical services, and universities/ colleges, often use 

SERVQUAL. At least, we can see it from previous studies that became the references 

for this research (Aladwan and Alsinglawi, 2018; Hamzah et al., 2017; Law et al., 2022; 

Liu and Lee, 2016; Ye et al., 2014). These studies generally only reveal how companies 

in Asia use SERVQUAL to measure their service performance, as many companies 

outside Asia do. There is no further explanation of how these companies respond to the 

negative gap that has arisen. This phenomenon also shows that many businesses in Asia 

face difficulty evaluating the feasibility of their service quality improvement plans 

regarding service cost because that is the problem faced by SERVQUAL users in 

general. 

 

Based on the previous discussion, the SQuID framework can be a practical solution that 

is easy to implement by Asia businesses in general. First, businesses in Asia can more 

easily plan and evaluate the effectiveness of investments and costing in various 

dimensions of SERVQUAL, especially the tangible dimension as the pull factors 

(Adruce et al., 2021). The emphasis on the tangible dimension, whether directly visible 

to the customer or not (such as the number, completeness, and technology of the 

facilities and equipment, the uniform of the employees, communication materials, and 

company logos), based on the many research facts tend to be part of the emergence of 

a negative gap in SERVQUAL at almost all other dimensions (Agus et al., 2007; Bose 

and Gupta, 2013, 2013; Law et al., 2022; Yu et al., 2008). Besides, in practice, the 

tangible dimension is the most manageable. Second, the interrelationships between the 

several business sectors described earlier demonstrate the potential use of SQuID in the 

scope of the external supply chain, not just for individual companies. 

 

Understanding cultural differences is crucial for comprehending consumer preferences 

(Mey et al., 2006; Poon and Lock‐Teng Low, 2005). Asian people have a unique 

cultural phenomenon. A few aspects demand extra consideration when deploying 

SQuID in specific Asian businesses. In order to determine new service prices in 

transportation firms in Asia, it is crucial to consider culturally based tangible 

characteristics such as unique colors, logos, and traditional fashion-based employee 

uniforms, as in the case of Laotian Airlines (Law et al., 2022). The application of 

SQuID to health services can refer to a case study in Syria (AlOmari, 2021). Applying 

the new service cost can be focused on the cost of improving the communication skills 

of medical and paramedical staff. Health technology sophistication is, of course, a 

dimension that patients need, but a positive gap that is too high on this dimension can 
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also be wasteful/ ineffective for patient recovery.  It is a good idea to pay attention to 

other dimensions, especially empathy. Stories about people's perceptions of low-quality 

education may be easy for us to find in many countries in Asia. Apart from the 

application of the weighting method on the dimensions in the case of implementing 

SERVQUAL causes responsiveness and assurance to be the two most problematic 

dimensions, a case example of the importance of the role of the tangible dimension for 

students at vocational colleges in Iran (Akhlaghi et al., 2012) can be the basis for 

selecting priority dimensions for the implementation of SQuiD in universities in general 

in Asia. Besides, from the statistical analysis perspective, incorporating a Likert scale 

(disagree-agree) in dimensional analysis can be problematic when combined with an 

ordinal level of importance. 

 

In particular, SQuID will be of great use in developing the service quality of Asian 

private-owned enterprises (POEs) that are heavily influenced by clan culture (Xiong et 

al., 2021). Theoretically, trust plays a significant role in kinship-based societies, 

according to informal institutions. It questions social trust and who should be trusted: 

institutions or individuals. SQuID is highly recommended in Asia businesses to 

improve clan culture-based service quality. 
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