
Chapter 1: Introduction to Services Marketing 
Most New Jobs Are Generated by Services  

 Since the service sector is growing so rapidly in virtually all countries around the world, new job creation comes 

mainly from services.  

 Some of the fastest economic growth is in knowledge-based industries, such as professional and business 

services, education, and health care (rather than the idea that servicers are only waiters and cashiers)  

 Reflecting the ever tighter integration of value creation in the service economy, IBM came up with the term 

Service Science, Management and Engineering (SSME), often called Service Science for short, which integrates 

key disciplines required to design, improve, and scale service systems.  

 Harvard suggests that Service Science be a field of study in itself since to be effective in today’s service-driven 

economies, future graduates should be “T” shaped  

 T shaped: have a deep understanding of their own discipline i.e. business (the vertical part of the T) , as well as a 
basic understanding of service-related topics in other disciplines (the horizontal part of the T).  

POWERFUL FORCES ARE TRANSFORMING SERVICE MARKETS 

 Government policies, social changes, business trends, advances in information technology, and  globalization are 
among the powerful forces transforming today’s service markets. 

 



 

 



 



 

 



 

WHAT ARE SERVICES? 

 Services are hard to define  

 Early marketing definitions of services described services as “acts, deeds, performances, or efforts” and 

contrasted them against goods by arguing that they had different characteristics from goods—defined as 

“articles, devices, materials, objects, or things.” 

 Today, the definition of a service is more focused on the lack of transfer of ownership when buying a serv ice. 

 Services involve a form of rental where customers can obtain benefits. Customers value and are willing to pay 

for desired experiences and solutions.  

 Rent: a general term describing payment for using something or accessing skills/expertise, facilities, or networks 

(usually for a defined time period) instead of buying it outright. 

 5 broad categories within the non-ownership framework: 

1. Labor, skills and expertise rentals: Other people are hired to perform work that customers cannot or 

choose not to do themselves. I.e. Car repair, Medical checkup etc.  

2. Rented goods services: allow customers to obtain the exclusive temporary right to use a physical object that 

they prefer not to own. I.e. Boats, Construction equipment etc. 

3. Defined space and facility rentals: This is when customers obtain the use of a certain portion of a larger 

facility like a building, vehicle, or area. They usually share this facility with other customers. I.e. plane seat, 

locker in a storage building etc.  

4. Access to shared facilities:  Customers rent the right to share the use of the facility. The facilities may be a 

combination of indoors, outdoors, and virtual. I.e. Theme parks, WOW site, Toll roads etc.  

5. Access and use of networks and systems: Customers rent the right to participate in a specified network. 

Service providers offer a variety of terms for access and use, depending on customer needs. I.e. 

Telecommunications, Banking etc.  

 The difference between ownership and non-ownership affects the nature of marketing tasks and strategies 

because people are looking for different things when renting vs. buying. I.e. renting a car (focus on rental 

location and hours) but with buying a car (focus on price, quality, safety, efficiency)  

 Services: economic activities offered by one party to another. Often, these activities bring about desired results 

to recipients, objects, or other assets. 



o In exchange for money, time, and effort, service customers expect value from access to labor, skills, 

expertise, goods, facilities, networks, and systems. However, they do not normally take ownership of the 

physical elements involved.  

FOUR BROAD CATEGORIES OF SERVICES— A PROCESS PERSPECTIVE 

 There are major differences among services depending on what is being processed. In services, people , physical 

objects, data, and information can be processed. The nature of the processing can be tangible or intangible.  

 Tangible actions are performed on people’s bodies or to their physical possessions.  

 Intangible actions are performed on people’s minds or to their intangible assets.  

4 Categories of Services 

 

People Processing 

 Services that are directed at people themselves i.e. being transported, fed and made more beautiful 

 Implications of people processing services: 

o Production and consumption are simultaneous 

o Active cooperation from the customer is needed 
o Financial and nonfinancial costs (time, mental and physical effort etc.)  

Possession Processing  

 Customers ask for service for their physical goods (i.e. an infested house in need of an exterminator)  

 Implications of possession processing services: 

o Production and consumption are NOT simultaneous 
o Customers tend to be less involved and require less active cooperation  

Mental Stimulus Processing  

 Touch peoples’ minds and have the ability to shape attitudes and influence behaviour  

 Education, news, professional advice and even some religious activities  

 The core content of this service is information based  

 Implications of Mental Stimulus processing services: 

o Customers do not have to be physically present (can access info remotely) 
o Services can be inventoried for consumption at a later time  

Information Processing  

 Information is the most intangible source of service output  

 Info can be transformed into more permanent and tangible forms like letters, reports, books, CDs etc.  



 It’s sometimes hard to differentiate between information processing and mental stimulus processing services.  

 Mental stimulus processing services and information-processing services are sometimes combined and simply 
called information-based services. 

SERVICES POSE DISTINCT MARKETING CHALLENGES 

 Different features that services have from goods: (IHIP) 

o Intangibility 

o Heterogeneity (variability) 

o Inseparability of production and consumption 
o Perishability of output  

 

 

 



THE 7 Ps OF SERVICES MARKETING 

1. Product 

2. Price 

3. Place 

4. Promotion 

5. Process 

6. Physical environment 

7. People 

 

 We need to differentiate between delivering information-based core products (those that respond to 

customers’ primary requirements) and providing supplementary services that facilitate the purchase and use of 

physical goods. 

 Since services involve actions or performances, they are temporary and perishable. Therefore, they usually 

cannot be stocked as inventory for future use. 

 Effective communications plays three vital roles in SM:  

o providing needed information and advice 

o persuading target customers to buy the brand or service product 

o encouraging them to take action at specific times 

 Most communication is educational in nature, especially for new customers (teach customers about the benefits 

of the service, where and when to obtain it, and how to participate in service processes etc.)  

o Service communication must create confidence in the firm’s experience, credentials, and expertise of its 

employees. 

 Services are Often Difficult to Visualize and Understand as Intangible Elements usually Dominate Value Creation  

 Intangibility can have of both mental and physical dimensions: 

 Mental intangibility: it is not easily visualized and understood 

 Physical intangibility: cannot be touched or experienced by the five senses. (harder for customers to evaluate 
important service features before purchase, or evaluate the quality of the performance itself) 

Process 

 Creating and delivering product elements require the design and implementation of effective processes. If 
service processes are badly designed, it could lead to slow and ineffective service delivery for staff.  

Physical Environment  

 The appearance of buildings, landscaping, vehicles, interior furnishings, equipment, staff members’ uniforms, 

signs, printed materials, and other visible cues provide tangible evidence of a firm’s service quality.  

 The servicescape also facilitates service delivery and guides customers through the service process. 

People  

 Many services will always need direct interaction amongst people  

 Service firms need to work closely with their human resources (HR) departments and devote special care in 

selecting, training, and motivating their service employees plus the employees also need good interpersonal 
skills and positive attitudes. 

A FRAMEWORK FOR DEVELOPING EFFECTIVE SERVICES MARKETING STRATEGIES 

Decisions made in one area must be consistent with those taken in another, so that each strategic element will mutually 
reinforce the other elements to provide good service.  


