
Services Marketing Midterm Review (Ch. 1-7)

Chapter 1: Services Marketing 

Why Study Services?
· Dominate the economy in most nations [67-75% of the GDP in highly developed nations]… Increasing in mostly all countries that are developed and emerging in economics
· Most new jobs are generated by services — Not just frontline service jobs nowadays

Powerful Forces are Transforming Services Marketing 
· Factors causing rapid growth = Government policies, social changes, business trends, info technology advances, globalization
· For example - Internet transfers power from suppliers to customers… In travel industry travellers can now do the process themselves 
· Electronic distribution changing relationships and roles 
· Government Policies: Changes in regulations
· Privatization
· New rules to protect customers, employees and the environment
· New agreements on trade in services
· Social Changes: Rising consumer expectations
· More affluence
· More people are short on time
· Increased desire for buying experiences vs. things
· Rising consumer ownership of computers, cells, high text equip
· Easier access to info
· Immigration
· Growing but aging population
· Business Trends: Push to increase shareholder value
· Emphasis on productivity and cost savings
· Manufacturers add value through service/sell services
· More strategic alliances and outsourcing
· Focus on quality and customer satisfaction
· Growth of franchising
· Marketing emphasis on non-profits
· Advances in Info Tech: Growth of the Internet 
· Greater bandwidth
· Compact mobile equipment 
· Wireless networking
· Faster, more powerful software
· Digitization of text, graphics, audio and video
· Globalization:  More companies operating at a transnational basis
· Increased international travel
· International mergers and alliances 
· “Offshoring” of customer service
· Foreign competitors invade domestic markets 
· LEADS TO… New markets and product categories creating increased demand for services in many existing markets — More competition intensive
· THEN… Innovation in service products and delivery systems is stimulated by application of new and improved tech
· THEN… Customers have more choices and exercise more power
· Success relies on:
1. Understanding customers and competitors
2. Viable business models
3. Creation of value for both customers and the firm
4. Increased focus on services marketing and management

What are Services?
· Services involve a form of rental through which customers can obtain benefits 
· “Rent” is used to describe payment made for use of something or access to skills, expertise, facilities or networks instead of BUYING IT 
· 5 broad categories within non ownership framework…
· Labour, skills and expertise rentals — People hired to perform what customers can’t/choose not to do [Car repair]
· Rented good services — Allow customers to get exclusive temporary right to use physical object they prefer not to own [Boat]
· Defined space and facility rentals — Obtain use of certain portion of a larger facility [Airplane seat, store unit in warehouse]
· Access to shared facilities — Theme parks, toll roads
· Access and use of networks and systems — Participate in specified network [Banking, telecommunications]
· Non-ownership vs. ownership knowledge is important in marketing
· Services: Economic activities offered by one party to another. Often time based, they bring about desired results to recipients, objects or other assets. In exchange for money, time and effort, service customers expect value from access to labour, skills, expertise, goods, facilities, networks, and systems. Don’t normally take ownership of physical elements involved 

4 Broad Categories of Services
· People Processing: Direct at bodies (tangible) — Hairstylist, passenger transportation, health care 
· Production and consumption are simultaneous, typically must be in physical location
· Active cooperation
· Managers need to think about process + output from customer’s POV [financial and non-financial costs]
· Possession Processing: Direct at physical possessions (tangible) — Freight transportation, laundry, repair/maintenance
· Clean pest infested house, dirty laundry
· Production and consumption not necessarily simultaneous - allows firm greater flexibility in designing for cost efficiency 
· Customers less involved than people-processing [Sometimes people just drop it off]
· Mental Stimulus Processing: Direct at people’s minds (intangible) — Education, ad PR, psychotherapy 
· Touch minds, shape attitudes and influence behaviour 
· Core content is info based (think music, voice, imagery too)
· Consumers don’t have to be present - access info when needed
· Can be “inventoried” for consumption later or repeatedly 
· Info Processing: Direct at intangible assets (intangible) — Accounting, banking, legal services 
· Can be by machine/pros who use their brains to perform info processing and packaging 
· Info is most intangible form
· Sometimes mental stimulus combined w/ info

Services are Challenging
· Services tend to have diff features from goods, including “intangibility, heterogeneity, inseparability of production and consumption, perishability of output” — IHIP 
· 8 common features of services…
· Most service cannot be inventoried [Customers may be turned away/have to wait]
· Intangible elements usually dominate value creation [Customers can’t taste/smell/touch elements - harder to evaluate + distinguish]
· Difficult to visualize and understand [Greater risk and uncertainty]
· Customers may be involved in co-production [Interact w/ provider’s equipment, facilities, systems - poor task execution hurt productivity, spoil experience, curtail benefits]
· People may be a part of service experience [appearance, attitude, behaviour of service personnel and other consumers can shape the experience and satisfaction] 
· Operational inputs/outputs tend to vary more widely (heterogeneous) - [Harder to maintain consistency, reliability, service quality, shield customers from results of service failures]
· Time factor often assumes great importance [Customers see time as scarce - want to spend wisely]
· Distribution may take place through nonphysical channels [Electronically delivered?]

7 P’s of Marketing
· 4 P’s - 3 P’s added are… Process, physical environment and people 
· Product Elements: Service products at the heart of a firm’s marketing strategy 
· If the product is poorly designed it won’t create meaningful value even if other 6 are awesome
· Meets needs, added value
· Supplementary service elements include providing info, consultation, order taking, hospitality, handling exceptions
· Place/Time: Distribution through physical or electronic channels depending on nature of service 
· For example - banks 
· Distribution of core vs. supplementary services — Core responds to primary requirements 
· Importance of time factor — Many delivered in real time while customer is present [speed, convenience is important]
· Price: Very important in allowing value exchange to take place 
· Pricing strategy affects how much income is generated [often highly dynamic, with price levels adjusted over time according to factors such as type of customer, time and place of delivery, level of demand, available capacity]
· Price is a key part of the costs they must incur to obtain desired benefits 
· Calculate if it’s “worth it” go beyond money and asses how much time and effort are involved
· Most services can’t be inventoried 
· Promotion and Education: Provides needed info and advice, persuade target consumers to buy the brand or service product, encourage them to take action at specific times 
· Most comm is educational in nature - especially for new customers
· Teach benefits, where to obtain, how to participate in processes to get best results
· Attract the right type of people 
· Process: How a fir does things is just as important as what it does - creating/delivering product elements require the design and implementation of effective processes
· If they are badly designed — slow and ineffective delivery, wasted time and disappointment 
· Operational inputs/outputs can vary widely - make service process management challenging 
· “Distribution”… Hard to ensure reliable delivery, control quality, maintain productivity 
· Best services try to reduce variability by carefully designing customer service processes - standardized procedures, implementing rigorous management of service quality, training employees more carefully, automating tasks previously performed by humans
·  Customers are often involved in co-production [partial employees]
· Demand and capacity need to be balanced 
· Physical Environment: Appearance are cues that provide tangible evidence of a firm’s service quality 
· Service-scape also facilitates service delivery and guides customers through the service process - profound impact on customer satisfaction and service productivity 
· People: Many services will always need direct interaction 
· Work closely with HR 
· Need good interpersonal skills - competitive advantage (Think Giordano case)


Chapter 2: Consumer Behaviour in a Services Context

Three Stage Model of Service Consumption
· Service Consumption —  divided into 3 stages (pre-purchase, service encounter, post-purchase)
· Pre-purchase… Need awareness, info search, evaluation of alternatives, making a purchase decision
· Service Encounter… Initiates, experiences, consumes the service
· Post-purchase… Evaluation which determines future intention of wanting to buy from firm again, recommending it to others 

· Pre-Purchase Stage (1): Triggered by underlying need or need arousal - lead to info search, alternative evaluation
· Needs may be triggered by… Unconscious minds (personal identity, aspirations), physical conditions (Hunger), external sources (a firm’s marketing activities)
· Motivation to resolve need 
· Shift in consumer behaviour/attitudes - increase in innovative and novel 
· Evoked set from info search
· Multi-Attribute Model: Consumers use product attributes that are important to them, to evaluate and compare alternative offerings of firms in their evoked set 
· Linear Compensatory rule = multiply score of each attribute by importance weight 
· Conjunctive rule = make decision based on total overall score in conjunction with minimum performance levels on one or several attributes 
· Firms need to ensure that their service is in the evoked set - advertising, viral marketing 
· Can change and correct consumer perceptions [If a clinic has superior performance on personalized care from their doctors but consumers don’t see this, it can focus it’s comm on correcting this]
· Can shift importance weight [comm msgs that increase weights of attributes the firm excels in/de-emphasize which aren’t so strong]
· Can introduce new attributes [Hertz advertised an environmentally friendly car - attract eco friendly cliental]
· Model assumes consumers can evaluate all important attributes before purchase - but this often isn’t the case 
· 3 types of attributes
· Search Attributes —  Tangible characteristics they can evaluate before purchase
· Found in many services [Restaurant - food, location, type, price
· Help to understand and evaluate a service and therefore reduce the sense of uncertainty/risk
· Experience Attributes —  Cannot be evaluated before [experience before assess attributes like reliability, easiness, customer support] 
· Restaurant example = won’t know until you try it 
· Vacations, entertainment performances 
· Credence — Find hard to evaluate even after consumption
· Customer is forced to believe and trust that certain tasks have been performed at promised level of quality 
· Hygiene conditions in the kitchen at a restaurant - healthiness of ingredients
· Not easy to determine quality of repair and maintenance work on a car, dentist work
· Perceived Risk: Services cannot be returned [hair stylist]
· Reduce it by… seeking info, using Internet, relying on guid reputations, looking for guarantees and warranties, visiting facility or trying it before purchasing, look for physical cues [awards, diploma, ect], asking knowledgeable employees
· Customers are risk averse - will choose service with lower perceived risk
· Encourage prospective customers to preview the service through brochures, websites, videos
· Encourage prospective customers to visit the facilities before purchase 
· Free trials 
· Advertise
· Display credentials [Diploma, certification]
· Use evidence management - organized approach to appearance 
· Visible safety procedures
· Access to online info 
· Services guarantees 
· When a company does a good job of managing potential customer’s risk perceptions - uncertainty is reduced
· Service Expectations: Customers assess attributes and risks related to a service offering 
· Develop expectations of how the service will be performed 
· Think flight examples [think what happens if they pay high price premium and get delayed twice, especially if the premium was supposed to save them time]
· Expectations are formed during the search and decision making process - heavily shaped by info searched and evaluations of alternatives 
· IF you do not have any previous experience w/ a service… Rely on word-of-mouth, news stories, firm’s marketing 
· Expectations can change over time
· Expectations have many elements — desired, adequate, predicted service + zone of tolerance b/w desired and adequate 

· Factors Influencing Customer Expectations of Service
· Desired Service: Hope to receive this service — what customers believe can/should be delivered based on PERSONAL NEEDS 
· Can be influenced by implicit and explicit promises of providers, WOM, and past experiences
· But most customers are realistic and see they can’t always deliver desired
· Adequate Service: Minimum level of expectation that they’ll accept without being “dissatisfied”
· Predicted Service: What they actually anticipate getting 
· Can be affected by promises, WOM and past also
· Directly affected how customers define “adequate service” on that occasion [If good service is predicted, ADEQUATE level will be higher]
· Situation-specific [Customers assume that lines will be longer at a theme park on a sunny day]
· They also are impacted by what is anticipated from alternative service providers
· Zone of Tolerance: Range of service within which customers don’t pay particular attention to service performance [react either positively or negatively]
· The size of the zone can be large/small - depends on factors such as price paid, competitive intensity, how important the service attributes are to the consumer
· Each of the factors can influence the “level of adequate service levels” and “desired service levels” 
· The predicted level is probably the most important level that affects a customer’s purchase decision 
· Desired and adequate, zone of tolerance, more important in determining satisfaction levels 
· Purchase Decision: Evaluate possible alternatives [attributes, risks — develop desired, adequate, predicted service level expectations] and hopefully select best option
· Frequent shoppers have simple choice — the risk is low, alternatives are clear, service has been used before 
· In many instances purchase decisions involve trade offs [Is it worth it to pay more for…?]

· Service Encounter Stage (2): When customers directly interact with the firm 
· Many models and frameworks used to better understand consumer behaviour and experience during this stage….
· “Moments of Truth” — Shows the importance of effectively managing touch points 
· “High/Low Contact Service Model” — Helps to understand extent and nature of points of contact
· “Servuction Model”  — Various types of interactions that create the customer service experience
· “Theatre” — Script and role theories together show how one can look at staging service performances to create the experience customers desire
1. Service Encounters Are “Moments of Truth”: Borrowed metaphor from bullfighting to show the importance of contact points with consumers 
· Perceived quality is realized at the moment of truth - when they confront each other [consumer and provider]
· Skill/motivation/tools of the firm and expectations/behaviour of the client create the service delivery process 
· The relationship is at stake — decide success or failure
2. Service Encounters Range From High-Low Contact: Some are brief, and some involve many interactions 
· High-Contact Service… Direct contact [Nursing home, Haircut]
· Low-Contact Service… Little/no contact physically, typically through electronic channels or physical distribution [Cable TV, Internet Banking, Insurance]
· Middle — Dry cleaning, movie theatre, car repair
3. The Servuction System: Combining the terms service and production… Part of the service organization’s physical environment that is visible to and experienced by a customer 
· Shows all interaction that make up a typical customer experience in a high-contact service 
· Customers interact w/ the environment, employees, other customers
· Each interaction can create value… Firms must coordinate these to ensure good experience
· Consists of TECHNICAL CORE [where inputs are processed and elements of the service are created] and SERVICE DELIVERY SYSTEM [where the final assembly takes place and the product is delivered to the customer]
4. Theatre as a Metaphor for Service Delivery - Integrative Perspective: Series of events that the customers experience as performance
· Useful approach for high-contact services [hotels, hospitals, entertainment]
· Service facilities = the stage
· Personnel = actors
· Knowledge of the role and script theories help organizations understand, design, manage employee and customer behaviours during service encounters 
· Role Theory — Set of behaviour patterns learned through experience and comm to be performed by an individual in a certain social interaction to attain maximum effectiveness in goal accomplishment 
· Script Theory - Sequence of behaviours expected to learn and follow during service delivery 

· Post-Purchase Stage (3): Consumers evaluate the performance and compare it with their prior expectations
· Confirmation vs. Disconfirmation 
· Performance Expectations + Perceived Performance — Confirmation vs. Disconfirmation — SATISFACTION OUTCOME
· Negative Disconfirmation: Perceptions are worse than expected 
· Positive Disconfirmation: Better than expected 
· Expect = Confirmed 
· Consumer Delight: Unexpectedly high levels of performance, arousal, positive affect [Delighted… expectations are then raised]


Chapter 3: Positioning Services in Competitive Markets

· Customer Driven Services Marketing Strategy — Managers need to think systematically about all aspects of the services offering and emphasize competitive advantage on valuable attributes for target segments
· Analysis of customers, competitors, company - 3 C’s
· This combined helps to determine key elements of STP - segmentation, targeting, positioning 

The 3 C’s
· Customer Analysis: Typically done first [Includes examination of overall market characteristics. in-depth customer needs/characteristics/behaviours]
· Market analysis tries to establish attractiveness  of the overall market/potential segments within… Looks at size, growth, margins/profit potential, demand levels, trends in the market 
· Customer needs analysis answers Q’s… What are the customer’s demographics/psychographics? What needs and problems? Are there different groups w/ diff needs?
· Competitor Analysis: Identification and analysis of competitors give marketers sense of strengths and weaknesses of them — Translate into own company’s opportunities and threats
· Company Analysis: Identify brand position and image strengths, resources they have.
· Examines limitations and how its values shape the business 
· How well can our company and services address the needs and problems faced by each customer segment?

STP
· Segmentation: Dividing the population of possible customers into groups - share common service related needs
· Targeting: Assess the attractiveness of each segment, decide what ones would likely be interested in its service and focus how to serve them well
· Positioning: Unique place the firm and/or its service offerings occupy in the minds of consumers - must first differentiate the services from its competition

Segmenting Service Markets
· Firms identify what segments they can serve best in the market
· Can segment according to demographics (age), behaviour (how much they use a product), needs (what they want) and psychographics (lifestyle)
· People often have diff needs and decision making criteria according to… the purpose, who makes the decision, the timing, how the service will be used
· Important vs. Determinant Service Attributes: Select right needs and their corresponding service attributes for segmentation
· Need to know the attributes that will help them differentiate in the market
· The attribute that determines a final choice might not be THE MOST IMPORTANT
· Determinant Attributes — Those that actually determine buyers’ choices b/w competing alternatives are often way down on the list of service characteristics that are important to purchasers 
· BUT they are the ones where customers see significant differences among competition
· Example for airlines = convenient flight times, frequent flyer miles, loyalty privileges, ease of making a reservation
· People may use different decision rules and arrive at different choices even though the important attributes are all the same 
· Segmenting Based on Service Levels… Decisions must be also made on the service levels to offer on each attribute
· Some are easily quantified (price), while others qualitative (luxury, quality of personal service)
· Customers can often be segmented according to their willingness to give up some level of service for a lower price 
· Price insensitive vs. sensitive 

Targeting Service Markets
· Competitive advantage is very important - serve it’s target market 
· Focus: Providing a relatively narrow product mix for a particular target segment… Can be described in terms of marketing focus (extent a firm offers a few/many markets) and service focus (few or many services)
· Four focus strategies…
· Fully Focused: Service and market focused
· Limited range of services and specific market segment 
· Market may be too small to get the volume of a business needed for financial success, firm is vulnerable to decreasing demand of new alternative products or new technologies
· Market Focused: Wide range of services to narrowly defined target segment 
· Often looks attractive because the firm can sell multiple services to a single buyer 
· Need to make sure they do an excellent job of delivering
· Understand consumer’s purchasing practices and preferences 
· Service Focused: Offer narrow range of service to a fairly broad market 
· Example - starbucks
· Broad customer base w/ largely standardized product
· Firms need to develop expertise - require broader sales effort and greater investment in marketing comm
· Unfocused: Everything for everyone 
· Try to serve broad markets and provide a wide range of services 
· “Jacks of all trades and masters of none”
· Department stores for example
· Recommended that there is some sort of focus
· Decision on how to focus relates back to the 3’s, segmentation and targeting analysis
· For example… A market-focused strategy may be appropriate if…
· Customers value the convenience of one-stop shopping
· The firm is able to deliver these multiple services better than its competitors
· There are significant synergies in selling multiple services to the same customer
· A service-focused strategy may be appropriate if…
· There’s a unique set of capabilities and resources to deliver a particular service exceptionally well or cost effectively
· The firm might want to ride on its advantage to deliver the service to a broad arket 
· A fully-focused strategy may be appropriate if…
· A particular segment has very specific needs and requires a unique service environment, service processes, interaction
· Good quality and low costs because of its focus and experience 

Positioning Services
· Concerned with creating, communicating, maintaining distinctive differences that will be noticed and valued by customers that the firm wants a long-term relationship w/
· Successful position = manager has to understand their target market preferences 
· Positioning often relates to the service personnel, services processes, service schedule, locations, and the service environment
· 4 principles…
· Company must establish a position in the minds of target customer
· Position should be singular - one simple/consistent msg
· Position must set a company apart 
· Company cannot be all things to all people — focus efforts 
· Principles apply to any organization 
· Concepts of positioning offers valuable insights by forcing service managers to analyze firm’s existing offerings and provide specific answers to these questions…
		1. What does our firm currently stand for? 
		2. What types of customers do we serve? Who do we want to serve?
		3. What is the value proposition? What market segments does each 			target?
		4. How does each our service products differ from competition?
		5. How well do customers in the target segments perceive our offerings as 
		meeting their needs?
		6. What changes do we need to make?
· To develop a good positioning statement - 4 basic elements needed… Target audience, frame of reference, point of difference, reason to believe
· Positioning maps are used to plot competitive strategy 


Chapter 4: Developing Service Products; Core and Supplementary Elements

The Flower of Service
· Two components = core product and supplementary services
· Core Product: Core set of benefits and solutions delivered to customers - main component that supplies the desired experience [relaxing spa day] or the problem solving benefit that the customer is looking for (management consulting)
· Supplementary Services: Variety of service-related activities - facilitating in the use of the main product [info, order taking, billing, payment] or enhancing to add extra value and appeal for customers [consultation, hospitality, safekeeping, exceptions]

Facilitating Supplementary Services
· Information: To obtain full value from any goods/services customers need relevant info [directions to site, warnings, reminders, price, hours, notification, receipts, confirmations, ect]
· Payment: Bill requires action [unless direct deduction]… Self-service, direct payee, automatic deduction 
· Billing: Should be timely. Can be periodic statements of account activity, invoices, verbal statements, machine displays 
· Order Taking: Once customers are ready to buy… Applications = membership, subscription, enrolment, Order Entry = on-site order,  mail/phone/email/online order, Reservations = seats, tables, rooms, vehicles, appt.

Enhancing Supplementary Services
· Consultation: Consists of advice from a knowledgable service person in response to the request (customized advice, personal counselling, tutoring/training, management/technical consulting)
· Counselling - less direct approach because it involved helping customers understand their situation so they can come up with their own solution
· Hospitality: Reflect pleasure at meeting new customers and greeting old ones (greetings, food and begs, washrooms, waiting facilities, transport)
· Safekeeping: Assistance with personal possessions when they’re on site (child care, parking, coat rooms, baggage handling, safety deposit boxes, security)
· Exceptions: Special requests, handling special comm (complaints, suggestions), problem solving, restitution (free repair, refunds)

 Branding Service Products and Experiences 
· Branded House - Describe a company (Virgin Group) that applies its brand name to multiple offerings in often unrelated fields - brand gets overstretched and weakened
· Subbrands — Corporate or master brand is the main reference point but also has distinctive name too (FedEx)
· Endorsed Brands — Product brand dominates but the corporate name is still featured. Many hotels use this approach - offer a family of endorsed brands (Intercontinental Hotel Group)
· House of Brands — Yum! Brands owns more than 35, 000 restaurants (familiar with restaurants but not the brand)

Tiering Service Products with Branding:
· Lodging = stars
· Airline = classes
· Car rental = type of vehicle
· Hardware and Software Support = support levels 

Ways to Build a Strong Brand
· Dare to be different
· Determine your own fame
· Make an emotional connection [feelings of closeness, trust, affection]
· Internalize your band [training, employee education]

6 Key Components of Brand Equity: Brand Equity… Value premium that comes from a brand, willing to pay for the service above what they pay for a similar service w/ no brand
· Company’s Presented Brand: Mainly through advertising, service facilities and personnel
· External Brand Communications: Word of mouth, publicity - out of their control
· Customer Experience w/ Company: What they went through when they patronized the company 
· Brand Awareness: Ability to recognize and recall a brand when provided w/ a cue
· Brand Meaning: What comes to mind when company is mentioned
· Brand Equity: Degree of marketing advantage that a brand has over its competitors 

New Service Development
· Intense competition and rising expectations have impact on all service industries 
· Great brands not only provide existing services but also continuously improve through innovation and create new approaches to service
· Hierarchy of New Service Categories… 7 categories 
· Style Changes: Simplest - no change in process/performance… Highly visible, create excitement, motivate employees [new uniforms, painting new colour scheme]
· Service Improvements: Most common type… small changes in performance, often the little things that matter
· Supplementary Service Innovations: Adding new facilitating/enhancing service elements 
· Process Line: Represent distinctive new ways of delivering existing products - more convenience of diff experience for existing customers, or attract new customers who are bored
· Product Line Extension
· Major Process Innovation: New processes to deliver existing product with additional benefits (e-books)
· Major Service Innovations: New core products not previously defined, new characteristics and products - these are rare

Achieving Success in New Service Development
· 3 factors contribute most to success…
· Market Synergy — New product fits well w/ existing image of firm, its expertise, resources
· Better than competing products in terms of meeting needs as the firm has good understanding of purchase behaviour and receives strong support during and after launch from firm/branches
· Organizational Factors — Strong inter functional cooperation and coordination
· Development personnel are fully aware of why they are involved and of the importance of new products to the company
· Staff understand new product and underlying processes + details about competitors
· March Research Factors — Detailed and properly designed market research studies are conducted early in process
· Clear idea of types of info to be obtained
· Good definition of the product concept developed before undertaking field surveys


