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Abstract

The Effects of Investment in the Cost of Service Quality
on Business Performance

- Focusing on lodging businesses in the Jeju area -

Eun-Kyung Kim
Department of Accounting

Graduate School of Jeju National University

Service quality is very meaningful in Jeju Special Self Governing Province
(“Jeju—do” hereinafter) where tourism is one of the major industries. High
service quality attracts potential customers, and this has a positive effect on
companies’ long term business performance. Accordingly, it is quite
important to measure service quality and determine whether the best service
quality is offered to customers.

In the provision of service quality, we need to figure out the invested cost
of service quality. Studies on the cost of quality are being extended to
service industries, but cost information is still handled carelessly in service
industries although its importance is being recognized in service businesses.

Thus this study examined how the relation between service quality and the
cost of service quality invested to provide the best service quality is
associated with business performance in service industries. For this purpose,
we conducted a questionnaire survey using information on lodging businesses
in Jeju—do through the Jeju Special Self-Governing Provincial Tourism

Association (http://www.hijejy.orkr). Among recovered questionnaires, 45

- vii -
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questionnaires were analyzed empirically as a valid sample.

From the results of the questionnaire survey, it was found that the cost of
service quality invested by lodging businesses in the Jeju area had a positive
effect on their financial performance among the sub factors of business
performance. In addition, the cost of service quality influenced some of the
measured items of service quality. Among the items, reliability, assurance,
empathy, and tangibles had a direct effect on the cost of service quality, but
responsiveness did not. Lastly, service quality was found to have a positive
effect on non financial performance among the sub factors of business

performance.

- viii -
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