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· Intangibility
· Inseparability
· Heterogeneity
· Perishability 

Intangibility-The Distinctive Characteristic of Services
· Intangibility is the factor from which all other differences between goods and services emerge. It is the critical difference between services and physical goods.
· Tangibility exists along a continumum:
· A taxi ride contains intangibles (the journey) and tangibles (the cab itself)
· A restaurant meal involves intangibles (preparation of meals and tangibles (décor, food).
Inseparability of Service
· Most services are characterized by simultaneous production and consumption (Kurtz & Clow, 1998).
· Goods are first produced, then sold, then consumed. A service is first sold, then produced and consumed simultaneously.
Inseparability
· Simultaneous production and consumption means that the service provider is often physically present when consumption occurs. 
· Simultaneous production and consumption also implies the presence of the customer during the production of the service(s). 
Inseparability and Service Quality
· “The involvement of customers in the service-production process significantly affects a service firm’s managerial control over its own service quality (Parasuraman, Zeithaml, & Berry, 1985).
Heterogeneity and Service
· “In a service business, you’re dealing with something that is primarily delivered by people to people. Your people are as much of your product in your customer’s mind as any other attribute of that service. People’s performance, day in and day out fluctuates up and down. Therefore, the level of consistency that you can count on and try to communicate to the consumer is not a certain thing” (Kinsely, 1979:47).
Heterogeneity in Service
· This variability of service performance occurs:
· The quality of service performance varies from one service organization to another
· The quality of service performance varies from one service performer to another
· The quality of service performance varies for the same performer on different occasions.
Perishability 
· Services cannot be stored and are produced only when needed by a customer (use it or lose it). 
· Service production is dictated by demand at any given time. Consumers never real ‘own’ the service. 
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Definition of Services 
· Services  
· are economic activities offered by one party to another 
· most commonly employ time-based performances to bring about desired results
· In exchange for their money, time, and effort, service customers expect to obtain value from
· access to goods, labor, facilities, environments, professional skills, networks, and systems; 
· normally do not take ownership of any of the physical elements involved. 

Four broad categories of services 
· Based on differences in nature of service act (tangible/intangible) and who or what is direct recipient of service (people/possessions), there are four categories of services: 
· People processing
· Possession processing
· Mental stimulus processing
· Information processing

Challenges posed by services
Services Pose Distinctive Marketing Challenges 
· Marketing management tasks in the service sector differ from those in 	the manufacturing sector.
· The eight common differences are:
· Most service products cannot be inventoried
· Intangible elements usually dominate value creation
· Services are often difficult to visualize and understand
· Customers may be involved in co-production
· People may be part of the service experience
· Operational inputs and outputs tend to vary more widely
· The time factor often assumes great importance
· Distribution may take place through nonphysical channels 

The 7 Ps of services marketing 
· Product elements 
· Place and time 
· Price and other user outlays 
· Promotion and education
· Process 
· Physical environment 
· People 



The 7 Ps of services marketing - Details

· Product elements
· Service products are at the heart of services marketing strategy
· Marketing mix begins with creating service concept that offers value
· Service product consists of core and supplementary elements
· Core products meet primary needs
· Supplementary elements are value-added enhancements

· Place and time
· Service distribution can take place through physical and non-physical channels 
· Some firms can use electronic channels to deliver all (or at least some) of their service elements
· Information-based core services can be delivered almost instantaneously electronically

· Place and time
· Delivery Decisions: Where, When, How
· Time is of great importance as customers are physically present
· Convenience of place and time become important determinants of effective service delivery

· Price and other user outlays
· From the firm’s perspective, pricing generates income and creates profits
· From the customer’s perspective, pricing is key part of costs to obtained wanted benefits
· Marketers must recognize that customer costs involve more than price paid to seller

· Price and other user outlays
· Identify and minimize non-monetary costs incurred by users:
· Additional monetary costs associated with service usage (e.g., travel to service location, parking, phone, babysitting, etc.)
· Time expenditures, especially waiting 
· Unwanted mental and physical effort
· Negative sensory experiences 
· Revenue management is an important part of pricing

· Promotion and Education
· Plays three vital roles: 
· Provide information and advice 
· Persuades the target customers of merit of service product or brand 
· Encourages customer to take action at specific time
· Customers may be involved in co-production so: 
· Teach customer how to move effectively through the service process 
· Shape customers’ roles and manage their behavior

· Process
· How firm does things may be as important as what it does
· Customers often actively involved in processes, especially when acting as co-producers of service
· Operational inputs and outputs vary more widely
· Customers are often involved in co-production
· Demand and capacity need to be balanced

· Physical environment
· Design servicescape and provide tangible evidence of service performances
· Manage physical cues carefully— can have profound impact on customer impressions

· Physical environment
· Create and maintain physical appearances
· Buildings/landscaping
· Interior design/furnishings
· Vehicles/equipment
· Staff grooming/clothing
· Sounds and smells
· Other tangibles 

· People
· Interactions between customers and contact personnel strongly influence customer perceptions of service quality 
· Well-managed firms devote special care to selecting, training and motivating service employees
· Other customers can also affect one’s satisfaction with a service
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Consumer Decision Making: The Three-Stage Model 
· Pre-purchase Stage	 
· Service Encounter Stage 
· Post-purchase Stage 

Pre-purchase Stage-Overview	 
· Need awareness
· Information search
· Evaluation of alternatives
· Multi-attribute model
· Service attributes
· Perceived risk
· Service expectations
· Purchase decision

Need Awareness	 
· A service purchase is triggered by an underlying need (need arousal)
· Needs may be due to:
· People’s unconscious minds (e.g., aspirations)
· Physical conditions (e.g., chronic back pain)
· External sources (e.g., marketing activities)
· When a need is recognized, people are likely take  action to resolve it

Information Search	 
· When a need is recognized, people will search for solutions.
· Several alternatives may come to mind and these form the evoked set
· Evoked set – set of possible services or brands that a customer may consider in the decision process
· When there is an evoked set, the different alternatives need to be evaluated before a final choice is made

Evaluation of Alternatives - Service Attributes
· Search attributes help customers evaluate a product before purchase
· Style, color, texture, taste, sound
· Experience attributes cannot be evaluated before purchase—must “experience” product to know it
· Vacations, sporting events, medical procedures
· Credence attributes are product characteristics that customers find impossible to evaluate confidently even after purchase and consumption
· Quality of repair and maintenance work
 Evaluation of Alternatives  - Perceived Risks
· Functional ― unsatisfactory performance outcomes
· Financial ― monetary loss, unexpected extra costs
· Temporal ― wasted time, delays leading to problems
· Physical ― personal injury, damage to possessions
· Psychological ― fears and negative emotions
· Social ― how others may think and react
· Sensory ― unwanted impact on any of five senses

Evaluation of Alternatives  - Perceived Risks ― How Do Consumers Handle Them?
· Seeking information from respected personal sources
· Using Internet to compare service offerings and search for independent reviews and ratings
· Relying on a firm that has a good reputation
· Looking for guarantees and warranties
· Visiting service facilities or trying aspects of service before purchasing
· Asking knowledgeable employees about competing services

Evaluation of Alternatives - Service Expectations
· Customers evaluate service quality by comparing what they expect against what they perceive 
· Situational and personal factors also considered
· Expectations of good service vary from one business to another, and differently positioned service providers in same industry
· Expectations change over time

Service Expectations ― Components of Custom Expectations
· Desired Service Level: 
· Wished-for level of service quality that customer believes can and should be delivered
· Adequate Service Level:
· Minimum acceptable level of service 
· Predicted Service Level:
· Service level that customer believes firm will actually deliver
· Zone of Tolerance:
· Range within which customers are willing to accept variations in service delivery

Distinctions between High-contact and Low-contact Services
· High-contact Services
· Customers visit service facility and remain throughout service delivery
· Active contact between customers and service personnel
· Includes most people-processing services
· Low-contact Services
· Little or no physical contact with service personnel
· Contact usually at arm’s length through electronic or physical distribution channels
· New technologies (e.g. Web) help reduce contact levels
· Medium-contact Services Lie in between these two

Servuction System: Service Production and Delivery	 
· Servuction System ― visible front stage and invisible backstage
· Service Operations system
· Technical core where inputs are processed and service elements created, usually backstage
· Includes facilities, equipment, and personnel
· Service Delivery System (front stage)
· Where “final assembly” of service elements takes place and service is delivered to customers
· Includes customer interactions with operations and other customers

Customer Satisfaction 
· Satisfaction defined as attitude-like judgment following a service purchase or series of service interactions
· Customers have expectations prior to consumption, observe service performance, compare it to expectations
· Satisfaction judgments are based on this comparison
· Positive disconfirmation if better than expected
· Confirmation if same as expected
· Negative disconfirmation if worse than expected

Customer Delight: Going Beyond Satisfaction
· Research shows that delight is a function of 3 components
· Unexpectedly high levels of performance
· Arousal (e.g., surprise, excitement)
· Positive affect (e.g., pleasure, joy, or happiness)
· Once customers are delighted, their expectations are raised
· If service levels return to previous levels, this may lead to dissatisfaction and it will be more difficult to “delight” customers in future
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Distribution in a Services Context
· In a services context, we often move nothing
· Experiences, performances and solutions are not being physically shipped and stored
· More and more informational transactions are conducted through electronic and not physical channels
Distribution Options for Serving Customers: Determining the Type of Contact
· Customers visit service site
· Convenience of service factory locations and operational schedules important when customer has to be physically present
· Service providers go to customers
· Unavoidable when object of service is immovable
· Needed for remote areas
· Greater likelihood of visiting corporate customers than individuals
· Service transaction is conducted remotely
· Achieved with help of logistics and telecommunications

Channel Preferences Vary Among Customers

· For complex and high-perceived risk services, people tend to rely on personal channels
· Individuals with greater confidence and knowledge about a service/channel tend to use impersonal and self-service channels
· Customers who are more technology savvy
· Customers with social motives tend to use personal channels
· Convenience is a key driver of channel choice
Places Of Service Delivery
· Ministores 
· Creating many small service factories to maximize geographic coverage
· Automated kiosks

· Separating front and back stages of operation
· Taco Bell

· Purchasing space from another provider in complementary field
· Dunkin Donuts with Burger King

· Locating in Multipurpose Facilities
· Proximity to where customers live or work
· Service Stations

Places Of Service Delivery
· Cost, productivity and access to labor are key determinants to locating a service facility
· Locational constraints
· Operational requirements (Airports)
· Geographic factors (Ski Resorts)
· Need for economies of scale (Hospitals)
Time of Service Delivery
· Traditionally, schedules were restricted
· Service availability limited to daytime, 40-50 hours a week  
· Today
· For flexible, responsive service operations:
· 24/7 service – 24 hours a day, 7 days a week, around the world (Service Insights 5.2)
Distribution of Supplementary Services in Cyberspace
· Five of the supplementary services are information-based
· These services can all be distributed electronically. They are:
· Information
· Consultation
· Order-taking
· Billing
· Payment 
· Distribution of information, consultation and order-taking has reached very sophisticated levels in global service industries    (e.g., hotels, airlines, car rental companies)

Service Delivery Innovations Facilitated by Technology
· Technological Innovations
· Development of “smart” mobile telephones and PDAs, and Wi-Fi high-speed Internet technology that links users to Internet from almost anywhere
· Voice-recognition technology
· Smart cards
· store detailed information about customer
· Act as electronic purse containing digital money
· Electronic channels can be offered together with physical channels, or take the place of physical channels
e-Commerce: Move to Cyberspace
· Among the factors luring customers to virtual stores are:
· Convenience
· Ease of search
· Broader selection
· Potential for better prices
· 24-hour service with prompt delivery
· Recent Developments link websites, customer management (CRM) systems, and mobile telephony
· Integrating mobile devices into the service delivery infrastructure can be used as means to:
· Access services
· Alert customers to opportunities/problems
· Update information in real time

The Role of Intermediaries - Franchising 
· Popular way to expand delivery of effective service concept, without a high level of monetary investments compared to rapid expansion of company-owned and -managed sites
· Franchisor provides training, equipment and support marketing activities. Franchisees invest time and finance, and follow copy and media guidelines of franchisor
· Growth-oriented firms like franchising because franchisees are motivated to ensure good customer service and high-quality service operations
· Study shows significant attrition rate among franchisors in the early years of a new franchise system
· One third of all systems fail within first four years 
· Three fourths of all franchisors cease to exist after 12 years
· Disadvantages of franchising
· Some loss of control over delivery system and, thereby, over how customers experience actual service 
· Effective quality control is important but yet difficult
· Conflict between franchisees may arise especially as they gain experience
· Alternative: license another supplier to act on the original supplier’s behalf to deliver core product, e.g.
· Trucking companies
· Banks selling insurance products 
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Market Segmentation - Principles
· Segmentation Variables
· Geographic
· Demographic
· Psychographic
· Behavioral 
· Other 
· No single best way to segment a market.
· Often best to combine variables and identify smaller, better-defined target groups.

Geographic Segmentation
· Divide markets into different geographic units.
· Examples:
· World Region or Country:  North America, Western Europe, European Union, Pacific Rim, Mexico, etc.
· Country Region: Pacific, Mountain, East Coast, etc. 
· City or Metro Size:  New York, San Francisco
· Population Density:  rural, suburban, urban
· Climate:  northern, southern, tropical, semi-tropical

Demographic Segmentation
· Use Differences in:
· age, gender, family size, family life cycle, income, occupation, education, race, and religion
· Most frequently used segmentation variable
· Ease of measurement and high availability.
· Usually the worst variable to use.
Requirements for Effective Segmentation
Segments must be
· Measurable
· Accessible
· Substantial
· Differentiable
· Actionable
Evaluating Market Segments
· Segment Size and Growth Potential
· Sales, profitability and growth rates
· Segment Structural Attractiveness
· Competition, substitute products, 
· buyers & supplier power, new entrants (Porter’s Five Forces)
· Company Objectives and Resources
· Core competencies
· “What business do we want to be in?”

Niche Marketing
· Targets one or a couple small segments
· Niches have very specialized interests
Micromarketing
· Tailoring products and marketing programs to suit the tastes of specific individuals and/or locations.
Sources of Differentiation
· Product Design
· Quality
· Additional Services 
· Image
· People (Staff)
· Price
· Other

Choosing the Right Competitive Advantages
· The best competitive advantages are…
· Important
· Distinctive
· Superior
· Communicable
· Pre-emptive
· Affordable (to company and consumer)
· Profitable

Positioning Errors
· Under-positioning:
· Not positioning strongly enough.
· Over-positioning:
· Giving buyers too narrow a picture of the product.
· Muddled Positioning:
· Leaving buyers with a confused image of the product.
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Product
· Product is anything that can be offered in a market for attention, acquisition, use, or consumption that might satisfy a need or want

· Experiences represent what buying the product or service will do for the customer

Consumer products
· Consumer products are products and services for personal consumption
· Classified by how consumers buy them
· Convenience products
· Shopping products
· Specialty products
· Unsought products
	
Convenience products 
· Convenience products are consumer products and services that the customer usually buys frequently, immediately, and with a minimum comparison and buying effort
· Newspapers
· Candy
· Fast food
· Product and Service Classifications
Shopping products 
· Shopping products are consumer products and services that the customer compares carefully on suitability, quality, price, and style
· Furniture
· Cars
· Appliances

Specialty products
· Specialty products are consumer products and services with unique characteristics or brand identification for which a significant group of buyers is willing to make a special purchase effort
· Medical services
· Designer clothes
· High-end electronics

Unsought products 
· Unsought products are consumer products that the consumer does not know about or knows about but does not normally think of buying
· Life insurance
· Funeral services
· Blood donations
Industrial products 
· Industrial products are products purchased for further processing or for use in conducting a business
· Classified by the purpose for which the product is purchased
· Materials and parts
· Capital
· Raw materials

Capital items
· Capital items are industrial products that aid in the buyer’s production or operations
· Materials and parts include raw materials and manufactured materials and parts usually sold directly to industrial users
· Supplies and services include operating supplies, repair and maintenance items, and business services
Organization marketing
· consists of activities undertaken to create, maintain, or change attitudes and behavior of target consumers toward an organization
Person marketing 
· consists of activities undertaken to create, maintain, or change attitudes and behavior of target consumers toward particular people
Place marketing 
· consists of activities undertaken to create, maintain, or change attitudes and behavior of target consumers toward particular places
Social marketing 
· is the use of commercial marketing concepts and tools in programs designed to influence individuals’ behavior to improve their well-being and that of society
Product attributes 
· are the benefits of the product or service
· Quality
· Features
· Style and design

Product quality 
· includes level and consistency
· Quality level is the level of quality that supports the product’s positioning
· Conformance quality is the product’s freedom from defects and consistency in delivering a targeted level of performance

Product & Service Decisions
· Product features are a competitive tool for differentiating a product from competitors’ products. They are assessed based on the value to the customer versus the cost to the company
· Style describes the appearance of the product
· Design contributes to a product’s usefulness as well as to its looks 
· Brand is the name, term, sign, or design—or a combination of these—that identifies the maker or seller of a product or service
· Brand equity is the differential effect that the brand name has on customer response to the product and its marketing
· Packaging involves designing and producing the container or wrapper for a product
· Labels identify the product or brand, describe attributes, and provide promotion
· Product line is a group of products that are closely related because they function in a similar manner, are sold to the same customer groups, are marketed through the same types of outlets, or fall within given price ranges
· Product line length is the number of items in the product line
· Line stretching
· Line filling
· Product mix consists of all the products and items that a particular seller offers for sale
· Width
· Length
· Depth
· Consistency

Branding Strategy: Building Strong Brands
· Brand represents the consumer’s perceptions and feelings about a product and its performance. It is the company’s promise to deliver a specific set of features, benefits, services, and experiences consistently to the buyers

· Brand strategy decisions include: 
· Product attributes
· Product benefits
· Product beliefs and values
· Desirable qualities 
· Suggest benefits and qualities
· Easy to pronounce, recognize, and remember
· Distinctive
· Extendable
· Translatable for the global economy
· Capable of registration and legal protection
· Brand Name Selection
· Brand sponsorship
· Manufacturer’s brand
· Private brand
· Licensed brand
· Co-brand

Types of Services
· Government
· Private not-for-profit organizations
· Business services

Marketing Strategies for Service Firms
· In addition to traditional marketing strategies, service firms often require additional strategies
· Service-profit chain
· Internal marketing
· Interactive marketing
· Service-profit chain links service firm profits with employee and customer satisfaction
· Internal service quality
· Satisfied and productive service employees
· Greater service value
· Satisfied and loyal customers
· Healthy service profits and growth

· Internal marketing means that the service firm must orient and motivate its customer contact employees and supporting service people to work as a team to provide customer satisfaction
· Internal marketing must precede external marketing

· Interactive marketing means that service quality depends heavily on the quality of the buyer-seller interaction during the service encounter
· Service differentiation
· Service quality
· Service productivity


· Managing service differentiation creates a competitive advantage from the offer, delivery, and image of the service
· Offer can include distinctive features
· Delivery can include more able and reliable customer contact people, environment, or process
· Image can include symbols and branding
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Fluctuations in Demand Threaten Service Productivity From Excess Demand to Excess Capacity
Four conditions potentially faced by fixed-capacity services: 
· Excess demand
· Too much demand relative to capacity at a given time
· Demand exceeds optimum capacity
· Upper limit to a firm’s ability to meet demand at a given time
· Optimum capacity
· Point beyond which service quality declines as more customers are serviced
· Excess capacity 
· Too much capacity relative to demand at a given time

Managing Capacity and Demand	
· Define productive capacity
· Manage capacity
· Stretch capacity ― squeeze more people into a given capacity
· Adjust capacity to more closely match demand
· Understand demand
· Understand patterns of demand and determine demand drivers
· Manage demand
· Use marketing strategies to smooth out peaks, fill in valleys

What is Productive Capacity?
· Productive capacity can take several forms in services
· Physical facilities designed to contain customers
· Physical facilities designed for storing or processing goods
· Physical equipment used to process people, possessions, or information
· Labor
· Infrastructure

· Financial success in businesses that are limited in capacity depends largely on how capacity is used

Alternative Capacity Management Strategies
· Capacity is fixed, but more people are served at the same level of capacity
· Stretch and shrink:
· Offer inferior extra capacity at peaks (e.g. bus/train standees)
· Use facilities for longer/shorter periods
· Reduce amount of time spent in process by minimizing slack time


Adjusting Capacity to Match Demand
· Schedule downtime during periods of low demand
· Cross-train employees
· Use part-time employees
· Invite customers to perform self-service
· Ask customers to share
· Create flexible capacity
· Rent or share extra facilities and equipment

Demand Varies by Market Segment
· Demand may seem random, but analysis may reveal a predictable demand cycle for different segments
· Keep good records of transactions to analyze demand patterns
· Sophisticated software can help to track customer consumption patterns
· Record weather conditions and other special factors that might influence demand 

Predictable Demand Patterns and Their Underlying Causes
· Underlying causes of randomly changing demand levels
· Weather
· Health problems
· Accidents, Fires, Crime
· Natural disasters
· Disaggregate demand by market segment for a particular service over time
· Use patterns by particular type of customer or for a particular purpose
· Variations in net profitability for each completed transaction


Alternative Demand Management Strategies      
· Take no action
· Let customers sort it out
· Reduce demand 
· Higher prices
· Communication encouraging use of other time slots
· Increase demand
· Lower prices
· Communication, including promotional incentives
· Vary product features to increase desirability
· More convenient delivery times and places
· Inventory demand by formalized queuing
· Inventory demand by reservation system


Marketing Strategies Can Reshape Some Demand Patterns
· Use price and nonmonetary costs to manage demand
· Change product elements
· Modify place and time of delivery
· No change 
· Vary times when  service is available
· Offer service to customers at a new location
· Promotion and Education


When Demand Exceeds Supply
· Steps to take to inventory demand (keep for use later)
· Asking customers to wait in line (queue), usually on a first-come first-served basis
· Offering customers the opportunity to reserve or book capacity in advance

Managing Waiting Lines
· Reduce waiting time by
· Rethinking the design of the queuing system
· Installing reservations system
· Tailoring queuing system to different market segments
· Managing customer behavior and their perceptions of the wait
· Redesigning processes to shorten the time of each transaction

Queuing System
· Allocate queues based on:
· Urgency of job
· Duration of service transaction
· Payment of premium price
· Importance of customer


Ten Propositions to Make Waiting More Bearable
1. Unoccupied time feels longer than occupied time
2. Solo waits feel longer than group waits
3. Physically uncomfortable waits feel longer than comfortable ones
4. Pre- and post-process waits feel longer than in-process waits
5. Unexplained waits are longer than explained waits
6. Unfamiliar waits seem longer than familiar ones
7. Uncertain waits are longer than known, finite waits 
8. Unfair waits are longer than fair waits 
9. Anxiety makes waits seem longer
10. People will wait longer for more valuable services

Benefits of Reservations
· Avoid customer dissatisfaction due to excessive waits
· Controls and smoothes demand
· Allows implementation of revenue management and preselling of service to different customer segments
· Data captured helps organizations 
· Prepare financial projections
· Plan operations and staffing levels 

Reservations Strategies Should Focus on Yield
· Yield analysis helps managers recognize opportunity cost of allocating capacity to one customer/segment when another segment might yield a higher rate later
· Decisions need to be based on good information
· Detailed record of past usage
· Supported by current market intelligence and good marketing sense
· Realistic estimate of changes of obtaining higher rated business
· When firms overbook to increase yield, 
· Victims of over-booking should be compensated to preserve the relationship

Demand and Productive Capacity
· At any moment in time, a fixed-capacity service may face
· Excess demand
· Demand exceeding optimum capacity
· Demand and supply well-balanced at the level of optimum capacity
· Excess capacity
· Managing capacity and demand
· Define productive capacity
· Manage capacity
· Understand and manage demand
· Stretching or shrinking capacity levels
· Adjusting capacity to match demand

Demand and Productive Capacity
Five basic ways to manage demand
· Take no action
· Reduce demand in peak periods
· Increase demand in low periods
· Inventory demand using a queuing system
· Inventory demand using a reservations system

Demand levels can be reshaped by marketing strategies
· Use price and other costs to manage demand
· Change product elements
· Modify place and time of delivery
· Use promotion and education

Waits can be reduced by
· Rethinking the design of the queuing system
· Installing a reservation system
· Tailoring queuing system to different market segments
· Managing customers’ behavior and their perceptions of the wait
· Redesigning the processes to shorten the time of each transaction

An effective reservations system 
· Enables demand to be controlled and smoothed in manageable way
· Should focus on yield
· Requires information
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Purpose of Service Environments	
· Shape customers’ experience and their behavior
· Message-creating medium: symbolic cues to communicate the distinctive nature and quality of the service experience
· Attention-creating medium: make servicescape stand out from  competition and attract customers from target segments
· Effect-creating medium: use colors, textures, sounds, scents and spatial design to enhance desired service experience
· For image, positioning and differentiation
· Part of the value proposition
· Facilitate service encounter and enhance productivity

Servicescape as Part of Value Proposition
· Physical surroundings help shape appropriate feelings and reactions in customers and employees
· Servicescapes form a core part of the value proposition
· e.g. Las Vegas, Florida-based Muvico 
· Las Vegas: repositioned itself to a somewhat more 	wholesome fun resort, visually striking entertainment 	center 
· Florida-based Muvico: builds extravagant movie theatres 	and offers plush amenities. “What sets you apart is how 	you package it..” (Muvico’s CEO, Hamid Hashemi)
· The power of servicescapes is being discovered 



Servicescape Model
· Servicescape model is integrative framework of consumer responses to service environments. Main dimensions:
· Ambient conditions ― music, scent, color etc.
· Spatial layout and functionality
· Signs, symbols and artifacts
· People are also part of service environment

Insights from Mehrabian-Russell  Stimulus-Response Model
· Simple yet fundamental model of how people respond to environments
· The environment, its conscious and unconscious perceptions and interpretation influence how people feel in that environment
· Feelings, rather than perceptions/thoughts drive behavior
· Typical outcome variable is ‘approach’ or ‘avoidance’ of an environment, but other possible outcomes can be added to model 

· Emotional responses to environments can be described along two main dimensions:
· Pleasure: direct, subjective, depending on how much individual likes or dislikes environment
· Arousal: how stimulated individual feels, depends largely on information rate or load of an environment 
· Advantage: simplicity, allows a direct assessment of how customers feel
· Firms can set targets for affective states 

Russell Model of Affect
[image: ]

Drivers of Affect
· Affect can be caused by perceptions and cognitive processes of any degree of complexity
· The more complex a cognitive process becomes, the more powerful its potential impact on affect 
· Most service encounters are routine and simple processes can determine affect 
· It’s the simple cognitive processes that determine how people feel in a service setting
· If higher levels of cognitive processes are set off, the interpretation of this process determines people’s feelings

Behavioral Consequence of Affect
· Pleasant environments result in approach, whereas unpleasant ones result in avoidance
· Arousal amplifies the basic effect of pleasure on behavior 
· If environment is pleasant, increasing arousal can generate excitement, leading to a stronger positive consumer response
· If environment is unpleasant, increasing arousal level will move customers into the “distressed” region 

An Integrative Framework: Bitner’s Servicescape Model
· Identifies the main dimensions in a service environment (servicescape)
· Ambient conditions
· Space/functionality
· Signs, symbols and artifacts
· People perceive them as a whole
· Key to effective design is how well each individual dimension fits together with everything else 
· Internal customer and employee responses can be categorized into cognitive, emotional and physiological responses, which lead to observable behavioral responses towards the environment

Impact Of Ambient Conditions
· Ambient environment is composed of hundreds of design elements and details that must work together to create desired service environment
· Ambient conditions are perceived both separately and holistically, and include: 
· Sounds such as noise and music
· Scents
· Lighting and color schemes
· Size and shapes
· Air quality and temperature 

Impact of Music
· In service settings, music can have powerful effect on perceptions and behaviors, even if played at barely audible levels
· Structural characteristics of music ― such as tempo, volume, and harmony ― are perceived holistically
· Fast tempo music and high volume music increase arousal levels 
· People tend to adjust their pace, either voluntarily or involuntarily, to match tempo of music 
· Careful selection of music can deter wrong type of customers                  




Impact of Scent
· An ambient smell is one that pervades an environment 
· May or may not be consciously perceived by customers
· Not related to any particular product 
· Scents have distinct characteristics and can be used to obtain emotional, physiological, and behavioral responses
· In service settings, research has shown that scents can have significant effect on customer perceptions, attitudes, and behaviors 

Impact of Color
· Colors have a strong impact on people’s feelings  
· Colors can be defined into three dimensions:
· Hue is the pigment of the color 
· Value is the degree of lightness or darkness of the color
· Chroma refers to hue-intensity, saturation or brilliance 
· Research has shown that in service environments, despite differing color preferences, people are generally drawn to warm color environments
· Warm colors encourage fast decision making and are good for low-involvement decisions or impulse buys
· Cool colors are preferred for high-involvement decisions

Spatial Layout and Functionality
· Spatial layout: 
· Floorplan; 
· Size and shape of furnishings, counters, machinery, equipment, and how they are arranged 
· Functionality: ability of those items to make the performance of the service easier

Impact of Signs, Symbols, and Artifacts
· Communicates the firm’s image
· Help customers fine their way
· Let customers know the service script 
· First time customers will automatically try to draw meaning from the signs, symbols  and artifacts
· Challenge is to design such that these guide customer through the service delivery process
· Unclear signals from a servicescape can result in anxiety and uncertainty about how to proceed and obtain the desired service 


People are Part of the Service Environment
· Appearance and behavior of both service personnel and customers can strengthen impression created by service environment or weaken it
· For employees, once they are dressed up, they must perform their parts
· For customers, marketing communication may seek to attract those who appreciate the service environment and are also able to enhance it by their appearance and behavior
· In hospitality and retail settings, newcomers often look at existing customers before deciding whether to patronise the service firm

Selection of Environmental Design Elements
· Design with a holistic view
· Servicescapes have to be seen holistically: No dimension of design can be optimized in isolation, because everything depends on everything else
· Holistic characteristic of environments makes designing service environment an art
· Must design from a customer’s perspective
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Figure 10.8 The Russell model of affect.
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