[bookmark: _WNSectionTitle_11][bookmark: _WNTabType_10]Chapter 11	16-09-27 6:27 PM
Why study services?
- Services dominate most economies and are growing rapidly:
Services account for more than 60% of GDP worldwide 
Almost all economies have a substantial service sector 
Most new employment is provided by services 
Strongest growth area for marketing 

- Understanding services offers you a personal competitive advantage 

Contribution of Services Industries to Global GDP 
Services 63%
Agriculture 6%
Industry 31% 

Forces Transforming the Service Economy 
Social changes 
Government policies 
Business trends 
Advances in IT 
Globalization 
New markets and product categories 
Increase in demand for services 
More intense competition 
Innovation in service products & delivery systems, stimulated by improved technology 
Customers have more choices and exercise more power 
Success hinges on:
Understanding customers and competitors 
Viable business models 
Creation of value for customers and firms 
Increased focus on services marketing and management 

What are services?
Services involve a form of rental, offering benefits without transfer of ownership 
Marketing tasks for services differ from those involved in selling goods and transferring ownership 
Five broad categories within non-ownership framework of which two or more may be combined 
Labour and expertise rentals 
Rented goods services 
Defined space and place rentals 
Access to shared physical environments 
Access to and usage of systems and networks 

Definition of Services 
Services 
Are economic activities offered by one party to another 
Most commonly employed time-based performances to bring about desired results 
In exchange for their money, time and effort, service customers expect to obtain value (benefits) from 
Access to goods, labour, facilities, environments, professional skills, and/or networks and systems 
Normally do not take ownership of any of the physical elements involved 

Differences, Implications, and Marketing-Related Tasks 

	Difference 
	Implications 
	Marketing-Related Tasks 

	1. Most service products cannot be inventoried 
	Customers may be turned away 
	Use pricing, promotion, reservations to smooth demand; workd with ops to manage capacity 

	2. Intangible elements usually dominate value creation 
	Harder to evaluate service & distinguish from competitors 
	Emphasize physical clues, employ metaphors and vivid images in advertising 

	3. Services are often difficult to visualize & understand 
	Greater risk & uncertainty perceived 
	Educate customers on making good choices; offer guarantees 

	4. Customers may be involved in co-production 
	Interaction between customer & provider; but poor task execution could affect satisfaction 
	Develop user-friendly equipment, facilities & systems; train customers, provide good support 

	5. People may be part of service experience 
	Behaviour of service personnel & customers can affect satisfaction 
	Recruit, train employees to reinforce service concept 


	6. Operational inputs and outputs tend to vary more widely 
	Hard to maintain quality, consistency, reliability
Difficult to shield customers from failures 
	Redesign for simplicity and failure proofing 
Institute good service recovery procedures 

	7. Time factor often assumes great importance 
	Time is money; customers want service at convenient times 
	Find ways to compete on speed of delivery; offer extended hours 

	8. Distribution may take place through nonphysical channels 
	Electronic channels or voice telecommunications 
	Create user- friendly, secure websites and free access by telephone 



Nature and Characteristics of a Service 
Intangibility 
Services cannot be seen, tested, felt, heard, or smelled before purchase 
Physically intangible 
Mentally intangible 
Heterogeneity/ variability 
Quality of services depends on who provides them and when, where, and how 
Operations input and output tend to vary more widely 
Inseparability 
Services cannot be separated from their providers 
Production and consumption take time simultaneously 
Customer may be involved in co-production 
People may be part of the service experience 
Perishability 
Services cannot be stored for later sale or use 
Most service products cannot be inventoried 

- The time factor often assumes great importance 
- Distribution may take place through nonphysical channels 

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) 

	
	Who or What is the direct recipient of the services?

	Nature of the Service Act 
	People 
	Possessions 

	Tangible Actions 
	People Processing (services directed at people’s bodies):
· Hairstylist 
· Passenger transportation 
· Health care 
	Possession Processing (services directed at physical possessions):
· Freight transportation 
· Laundry and dry cleaning 
· Repair and maintenance 

	Intangible Actions 
	Mental Stimulus Processing (services directed at people’s mind):
· Education 
· Advertising PR
· Psychotherapy 
	Information Processing (services directed at intangible assets):
· Accounting 
· Banking 
· Legal services 



People Processing 
Customers must:
Physically enter the service factory 
Co-operate actively with the service operation 
Managers should think about process and output from customer’s perspective 
To identify benefits created and non-financial costs: time, mental, physical effort 

Possession Processing 
Customers are less involved compared to people processing services 
Involvement may be limited to just dropping off the possession 
Production and consumption are separable 

Mental Stimulus Processing 
Ethical standards required when customers who depend on such services who depend on such services can potentially be manipulated by suppliers 
Physical presence of recipients not required 
Core content of services is information-based 
Can be inventoried 

Information Processing 
Information is the most intangible form of service output 
May be transformed into more permanent forms of service output 
Line between information processing and mental stimulus processing may be blurred 
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Pre-purchase Stage 
Overview 
Need awareness 
Information search 
Evaluation of alternatives 
Service attributes (multi-attribute model)
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 to 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, colour, texture 
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 
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 

Service encounter stage 
Service delivery is a series of events experienced as a performance 
Service facilities 
Stage on which drama unfolds 
May change from one act to another 
Personnel 
Front stage personnel are like members of a cast 
Backstage personnel are support production team 
Roles 
Employees have roles to play like actors 
Scripts 
Specifies the behaviour of customers and employees 
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 help reduce contact levels 
Medium- contact services lie in between there two 
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 take place and service is delivered to customers 
Includes customer interactions with operations and other customers 

Post-purchase Stage 
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 is better than expected 
Confirmation if same as expected 
Negative disconfirmation is worse than expected 
Customer delight: going beyond satisfaction 
Research shoes 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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Segmenting Service Markets 
Market Segmentation 
Firms vary widely in ability to serve different types of customers 
Adopt strategy of market segmentation, identifying those parts of market can serve best 
A market segment is composed of a group of buyers sharing common needs, purchasing behaviour, consumption patterns, and other characteristics 
Various ways to segment markets: 
Demographics – on its own will not result in meaningful segments 
Psychographic segmentation – useful for strengthening brand identity and creating emotional connection 
Behavioural segmentation – focuses on observable behaviour 
Needs based segmentation – focuses on what customers want 

Developing right service concept for a specific segment 
Use research to identify and prioritize which attributes of a given service are important to specific market segments 
BUT individuals may set different priorities according to: 
Purpose of using the service 
Who makes decision 
Timing of use (time of day/week/season)
Whether service is used alone or with a group 
Composition of that group 

Important vs determinant attributes 
Consumers usually choose between alternative service offerings based on perceived differences between them 
Attributes that distinguish competing services form one another are not necessarily the most important ones 
Determinant attributes determine buyers’ choices between competing alternatives 
Service characteristics that are important to purchasers 
Customers see significant differences between competing alternatives on theses attributes 

Targeting Service Markets 
Achieve competitive advantage through focus 

	
	Breadth of Service Offerings 

	Numbers of Markets Served 
	
	Wide 
	Narrow 

	
	Few 
	Market Focused 
	Fully focused (service and market focused)

	
	Many 
	Unfocused (everything for everyone)
	Service Focused 



Considerations for using the focus strategies 
Fully focused 
Limited range of services to narrow and specific market 
Developing recognized expertise in a well-defined niche mat provide protection against competitors and allow firms to charge premium prices 
Unfocused 
Broad markets with wide range of services raises concern of becoming a jack of all trades and master of none 
Market focused 
Narrow market segment with wide range of services 
Need to make sure firms have operational capability to do and deliver each of the different services selected 
Need to understand customer purchasing practices and preferences 
Service focused 
Narrow range of services to fairly broad market 
As new segments are added, firm needs to develop knowledge and skills in serving each segment 

Positioning Services 
Four principles of positioning strategy 
Must establish position for firm a product in minds of target customers 
Position should provide one simple, consistent message 
Position must set firm/product apart from competitors 
A company cannot be all things to all people – must focus its efforts 

Developing an Effective Positioning Strategy 
Segmentation, Targeting and Positioning integrate with Customer, Competitor and Company analyses to give us a positioning statement 
Target audience 
Specific groups of people that the brand wants to sell to and serve 
Frame of reference 
Category the brand is competing in 
Point of difference 
Most compelling benefit offered by brand that stands out from competitors 
Reason to believe 
Proof that brand can deliver the benefits that are promised 

Using positioning maps to analyze competitive strategy 
Great tool to visualize competitive positioning and map developments of time 
Useful way to represent consumer perceptions of alternative products graphically 
Typically confined to two attributes, but 3-D models can be used to portray positions on three attributes simultaneously 
Information about a product can be obtained from market data, derived from ratings by representative consumers, or both 

Using a Positioning Map to Plot a Competitive Strategy 
Positioning Maps help managers to visualize strategy 
Positioning maps display relative performance of competing firms on key attributes 
Research provides inputs to development of positioning maps – challenge is to ensure that 
Attributes employed in maps are important to target segments 
Performance of individual firms on each attribute accurately reflects perceptions of customers in target segments 
Predictions can be made of how positions may change in light of future developments 
Simple graphic representations are often easier for mangers to grasp than tables of data or paragraphs of prose 
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Charts and maps can facilitate “visual awakening” to threats and opportunities, suggest alternative strategic directions 

[bookmark: _GoBack]The Flower of Service 
- A core product surrounded by cluster of supplementary services 
Facilitating Services 
Information 
Order taking 
Billing 
Payment 
Enhancing services 
Consultation 
Hospitality 
Safekeeping 
Exceptions 
There are two kinds of supplementary services 
Facilitating supplementary services – either need for service delivery, or help in the use of the core product 
Enhancing supplementary service – add extra value for the customer 
In a well designed and well-managed service organization, the petals and core are fresh and well- formed 

Market positioning strategy helps to determine which supplementary services should be included 

- Supplementary Services 
Facilitating supplementary services 
Information
Customers often require information about how to obtain and use a product or service 
Examples 
Direction to service site 
Schedules/ service hours 
Prices 
Reminders 
Warnings 
Conditions of sale/service 
Notification of changes 
Documentation 
Confirmation of reservations 
Summaries of account activities 
Receipts and tickets 
Order- Taking 
Customers need to know what is available and may want to secure commitment to delivery. The process should be polite, fast and accurate 
Examples 
Applications 
Memberships in clubs/ programs 
Subscription services 
Prerequisite based services 
Order Entry 
On-site order fulfillment 
Mail/telephone/e-mail/web order
Reservations and Check-in
Seats/tables/rooms
Vehicles or equipment rental 
Professional appointments 
Billing
Bills should be clear, accurate, and intelligible 
Examples 
Periodic statements of account activity 
Invoices for individual transactions 
Verbal statements of amount due 
Self-billing 
Machine display of amount due 
Payment 
Customers may pay faster and more cheerfully if you make transactions simple and convenient for them 
Examples 
Self-service 
Direct to payee or intermediary 
Automatic deduction from financial deposits 
Enhancing supplementary services 
Consultation 
Value can be added to goods and services by offering advice and consultation tailored to each customer’s needs and situation 
Examples 
Customized advice 
Personal counseling 
Tutoring/training in product use 
Management or technical consulting 
Hospitality 
Customers who invest time and effort in visiting a business and using its services deserve to be treated as welcome guests 
Examples 
Greeting 
Food and beverages 
Waiting facilities and amenities 
Transportation 
Security 
Safekeeping 
Customers prefer not to worry about looking after the personal possessions that they bring with them to a service site 
Examples 
Caring for possessions customer bring with them 
Caring for goods purchased 
Exceptions
Customers appreciate some flexibility when they make special requests and expect responsiveness when things don’t go according to plan 
Examples 
Special requests in advance of service delivery 
Handling special communications 
Problem solving 
Restitution 

- Managerial Implications 
Not every core product is surrounded by supplementary services from all eight clusters 
Nature of product helps to determine which supplementary services must be offered 
People- processing and high contact services tend to have more supplementary services 
Firms that offer different levels of service often add extra supplementary services for each upgrade in service level 

- Product lines and brands 
Most service organizations offer a line of products rather than just a single product 
They may choose among three broad alternatives 
Single brand to cover all products and services 
A separate, stand-along brand for each offering 
Some combination of these two extremes 

- Spectrum of Branding Alternatives 
One end is CORPORATE BRANDING and on the other end is INDIVIDUAL PRODUCT BRANDING 
Starting at corporate end and going towards individual end, we have Branded House (e.g. Virgin Group), Subbrands (e.g. Raffles Class at Singapore Airlines), Endorsed Brands (e.g. Starwood hotels and resorts), on the other end we have House of Brands

- Building Brand Equity 
	Company’s Presented Brand 
	Brand awareness 
	

	External Brand Communications
	
	Brand Equity 

	Customer Experience with Company 
	Brand Meaning 
	



- Offering a Branded Experience 
Four key ways to build strong brands 
Dare to be different 
Determine your own fame 
Make an emotional connection 
Internalize the brand 

- A Hierarchy of New Service Categories 
1. Style changes 
visible changes in service design or scripts 
2. Service improvements 
Modest changes in the performance of current products 
3. Supplementary service innovations 
Addition of new or improves facilitating or enhancing elements 
4. Process-line extensions 
Alternative delivery of procedures 
5. Product-line extensions 
Additions to current product lines 
6. Major process innovations 
Using new processes to deliver existing products with added benefits 
7. Major service innovations 
New core products for previously undefined markets 

- Success factors in new service development 
Market synergy 
Good fit between new product and firm’s image/resources 
Advantage vs. competition in meeting customers’ needs 
Firm understands customer purchase decision behaviour 
Organizational factors 
Strong interfunctional cooperation and coordination 
Internal marketing to educate staff on new product and its competition 
Employees understand importance of new services to firm 
Market research factors 
Scientific studies conducted early in development process 
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Product concept well defined before undertaking field studies 

- 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 
Delivering a service to customers involves decisions about: what how where and when 

- Distinguishing between distribution of supplementary and core services (WHAT) 
Most core services require physical locations 
Many supplementary services are informational and can be distributed widely and cost-effectively via other means 
Telephone 
Internet 

- Distribution options for serving customers: determining the type of contact (HOW)

	Nature of interaction between customer and service organization 
	Availability of Service Outlets

	
	Single Site
	Multiple Sites

	Customer goes to service organization 
	Theater 
Car service workshop 
	Café house chain 
Car rental chain 

	Service organizations comes to customer 
	House painting 
Mobile car wash 
	Mail delivery 
Auto club road service 

	Customer and service organization transact remotely (via mail or electronic communication)
	Credit card company 
Local TV station 
	Broadcast network 
Telephone company 



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 
Objects 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 
Customers choose from:  
Personal 
Impersonal 
Self-service channels 
CONVENIENCE is a key driver of channel choice 
People tend to rely on personal channels when 
They perceive services as complex and risky 
They have social motives 
Individuals with greater confidence and knowledge about a service/ channel tend to use impersonal and self-service channels 

- Place and time decisions (WHERE)
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 
Cost, productivity and access to labour are key determinants to locating a service facility 
Locational constraints 
Need for economies of scale 
Hospitals 
Operational requirements 
Airports 
Geographic factors 
Ski resorts 

- Place and time of decisions (WHEN)
Traditionally, schedules were restricted 
Service availability limited to day time, 40-50 hours a week 
Today 
For flexible, responsive service operations:
24/7

- Information and physical processes of augmented service product 
Informational processes 
Billing
Payment 
Information
Consultation 
Order-taking 
Physical processes 
Exceptions 
Safekeeping 
Hospitality 

- Distribution of Supplementary Services in Cyberspace 
Five of the supplementary services are information based 
These services can all be distributed electronically 
Distribution of information, consultation and order-taking has reached very sophisticated levels in global service industries 

- 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 

- e-Commerce: Move to cyberspace 
Among the factors luring customers to virtual stores re:
Convenience 
Ease of search 
Broader selection 
Potential for better prices 
24-hour service with prompt delivery 
Recent developments: websites, customer management 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 
- Splitting responsibilities for supplementary service elements 
Core product with some supplementary services (as created by originating firm)
+ supplementary services (as enhanced by distributor)
= total experience and benefits (as experienced by customer) 
Challenges for original supplier 
Act as guardian of overall process 
Ensure that each element offered by intermediaries fits overall service concept 

- 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 
Trucking companies 
Banks selling insurance policies 
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- The pricing tripod 
Costs 
Competition
Value to customer 

- Cost- Based Pricing 
Traditional costing approach 
Emphasizes expense categories (arbitrary overheads allocation)
May result in reducing value generated for customers 
Activity-Based Costing (ABC) management systems 
Link resource expenses to variety and complexity of goods/ services produced 
Yields accurate cost information 

- Value-Based Pricing 
Value exchange will not take place unless customer sees positive net value in transaction 
Net value = all perceived benefits to customer (gross value) minus (-) all perceived outlays (money, time, mental/physical effort) 
Monetary price is not only perceived outlay in purchasing, using a service 
When looking at competing services, customers are mainly comparing relative new values 

- Value-Based Pricing: Managing Perception of Value 
Increase and communicate the value of a service 
Reduce related- monetary costs 
Reduce non- monetary costs 
Time costs 
Physical costs 
Psychological (mental) costs 
Sensory costs (unpleasant sights, sounds, feel, tastes, smells)

- Competition-Based Pricing 
Price competition is reduced when:
Non price related costs of suing competing alternatives are high 
Personal relationships matter 
Switching costs are high 
Time and location specificity reduces choice 

- Maximizing Revenue from Available Capacity at a Given Time 
Revenue management is price customization 
Charge different value segments different prices for same product based on price sensitivity 
Most effective when 
Relatively high fixed capacity 
High fixed cost structure 
Perishable inventory 
Variable and uncertain demand 
Varying customer price sensitivity 
Revenue management uses mathematical models to examine historical data and real time information to determine: 
What prices to charge within each price bucket 
How many service units to allocate to each bucket 
Rate fences deter customers willing to pay more from trading down to lower prices 

- Key Categories of Rate Fences: Physical 

	RATE FENCES 
	EXAMPLES 

	Physical Fences 
- Basic Product 
	- class of travel 
- size of rental car 
- size and furnishing of a hotel room 
- seat location in a theater or stadium 

	- Amenities 
	- free breakfast at a hotel, airport pick up etc. 
- free gold cart at a golf course 
- valet parking 

	- Service level 
	- priority wait-listing, separate check-in counters with no or only short queues 
- improved food and beverage selection 
- dedicated service hotlines 
- personal butler 



- Key Categories of Rate Fences: Non- Physical 

	RATE FENCES 
	EXAMPLES

	Non- Physical Fences 
TRANSACTION CHARACTERISTICS 
	

	- Time of booking or reservation 
	- discounts for advance purchase 

	- Location of booking or reservation
	- passengers booking air tickets for identical route in different countries are charged different prices 
- customers making reservations online are charged a lower price than those making reservations by phone 

	- Flexibility of ticket usage 
	- fees/penalties for cancelling or changing a reservation (up to loss of entire ticket price)
- non-refundable reservations fees 

	CONSUMPTION CHARACTERISTICS 
	

	- time or duration of use 
	- early bird special in a restaurant before 6pm 
- must stay over a Saturday night for an hotel booking 
- must stay at least for five nights 

	- location of consumption 
	- price depends on departure location, especially in international travel 
- prices vary by location (between cities, city center versus edges of the city)

	BUYER CHARACTERISTICS 
	

	- frequency or volume of consumption 
	- member of certain loyalty-tier with the firm 

	- group membership
	- child, student, senior citizen discounts 
- affiliation with certain groups 
- corporate rates 

	- size of customer group 
	- group discounts based on size of group 

	- geographic location 
	- local customers are charged lower rates than tourists 
- customers from certain countries are charges higher prices 



- Ethical Concerns in pricing 
Customers are vulnerable when service is hard to evaluate as they assume that higher price indicates better quality 
Many services have complex pricing schedules 
Hard to understand 
Difficult to calculate full costs in advance of service 
Quoted prices not the only prices 
Hidden charges, many kind of fees 
Too many rules and regulations 
Customers face unfair fines and penalties & may feel constrained, exploited 

- Putting service pricing into practice 
How much to charge?
Who is basis for pricing 
Who should collect payment 
Where should payment be made 
When should payment be made 
How should payment be made 
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How to communicate 

- Specific Roles of Marketing Communications 
Position and differentiate service 
Promote contribution of personnel and backstage operations 
Add value through communication content 
Facilitate customer involvement in production 
Stimulate or dampen demand to match capacity 

- Advertising strategies for overcoming intangibility 
It is argued that that in services, intangibility (i.e., its properties, such as abstractness, generality, nonsearchability, and mental impalability) influences the nature of communication tasks 
Intangible nature of services presents problems to consumers 
Intangibility is considered as the root source of service advertising difficulty 
So, how to transform the abstract into the concrete, the general into the specific, the nonsearchable into the searchable, and the mentally implapable into the palpable?

- Advertising Strategies for Overcoming Intangibility 
	Intangibility Problems 
	Advertising Strategy 
	Description 

	Abstractness 
	Service consumption episode 
	Capture and show typical customer benefiting from the service 

	Generality 
	
	

	- for objective claim  
	System documentation 
	Document facts and statistics about the service delivery system 

	- for subjective claim 
	Performance documentation



Service performance episode  
	Document and cite past service performance statistics, such as the number of packages that have been delivered on time 

Present actual service delivery being performed by the service personnel 

	Nonsearchability 
	Consumption documentation


Reputation documentation  
	Obtain and present testimonials from customers who have experienced the service 

If the service is high in credence attributes, then document the awards received or the qualifications of the service provider 

	Mental impalpability 
	Service process episode 


Case history episode 



Service consumption episode 
	Present a clear step- by- step documentation of what exactly will happen during the service experience

Present an actual case history of what the firm did for a specific client and how it solved the client’s problem  

A story or depiction of a customer’s experience with a service 



- Checklist for Marketing Communications Planning 
who is out target audience?
What do we need to communicate and achieve 
How should we communicate this 
Where should we communicate this 
When do communications need to take place 

- Target Audience: Three Broad Groups 
Prospects 
Employ traditional communication mix because prospects are not known in advance 
Users 
More cost effective channels 
Employees 
Secondary audience for communication through public media 
Shape employee behaviour 
Part of internal marketing using company- specific channels 

- Educational and Promotional objectives in service settings 
Create memorable images of specific companies and their brands 
Build awareness/interest for unfamiliar service/ brand 
Compare service favourably with competitors’ offerings 
Build preference by communicating brand strengths and benefits 
Reposition service relative to competition 
Reduce uncertainty/ perceived risk by providing info and advice 
Provide reassurance 
Encourage trial by offering promotional incentives 
Familiarize customers with service processes before use 
Teach customers how to use a service to best advantage 
Stimulate demand in off-peak, discourage during peak 
Recognize and reward valued customers and employees 

- Strategies for Corporate Design 
Service firms employ a unified and distinctive visual appearance for all tangible elements 
Logos, uniforms, physical facilities 
Useful in competitive markets to stand out, be instantly recognizable in different locations, and strengthen brand image 
How to stand out and be different?
Use colours in corporate design 
Use names as central element in their corporate designs 
Use trademarked symbol rather than name as primary logo 
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Create tangible recognizable symbols to connect with corporate brand names 

Flowcharting Service Delivery 
- Insights from Flowcharting 
Technique for displaying the sequence of the different steps in delivery service to customers 
Offers way to understand total customer service experience 
Shows how nature of customer involvement with service organizations varies by type of service: 
People processing 
Possession processing 
Mental Stimulus processing 
Information processing 

Use Blueprinting to Document and Manage Service Processes 
- Blueprinting 
Developing a Blueprint 
Identify key activities in creating and delivering service 
Define “big picture” before “drilling down” to obtain a higher level of detail 
Advantages of Blueprinting 
Distinguish between “front stage” and “backstage”
Clarify interactions between customers and staff and support by backstage activities and systems 
Identify potential fail points; take preventive measures; prepare contingency 
Pinpoint stages in the process where customers commonly have to wait 
- Key components of a service blueprint 
Define standards for front stage activities 
Specify physical evidence 
Identify main customer actions 
Line of interaction (customers and front stage personnel)
Front stage actions by customer-contact personnel 
Line of visibility (between front stage and backstage)
Backstage actions by customer-contact personnel 
Support processes involving other service personnel 
Support processes involving IT 
*Identify fail points and risks of excessive waits 
*Set service standards and do failure-proofing 

Service Process Redesign 
- Why Redesign? 
Changes in external environment make existing practices obsolete and require redesign of underlying processes 
Redesign or creation of brand-new processes to stay relevant 
Internal erosion- deterioration of internal processes, creeping bureaucracy, and evolution of spurious standards 
Symptoms:
Extensive information exchange 
Data that is not useful 
High ratio of checking or control activities to value-adding activities 
Increased exception processing 
Customer complaints about inconvenient and unnecessary procedures 
- Process Redesign: Approaches and Potential Benefits 
Examining service blueprint with key stakeholders 
Eliminating non-value-adding steps 
Simplify front-end and back-end processes with goal of focusing on benefit-producing part of service encounter (i.e., get rid of non-value adding steps) 
Improve productivity and customer satisfaction 
Shifting to self-service 
Increase in productivity and service quality 
Lower costs enhance technology reputation 
Differentiates company 

The Customer and Co-Creators 
-Levels of Customer Participation 
Prticipation is the action and resources provided by the customers including physical, cognitive and emotional involvement 
Low – employees and systems do all the work 
Often involves standardized service (e.g. bus, movie theater)
Medium – customer helps firm create and deliver service 
Provide needed information and instructions; make some personal effort; share physical possessions (e.g., hairdresser, accountant, vet) 
High – customer works with provider to co-produce the service 
Service is not created without customer’s active participation; customer can jeopardize quality of service outcome (e.g., weight loss, marriage counseling)
- Customers as Service Co-Creators 
Customers not only bring needs and expectations, they also need to have relevant service production competencies 
As “partial employees” customers also need to be recruited and trained. Firms need to get those with the skills and motivation to do the tasks 
WHY? Customers can influence productivity and quality of service processes and outputs 
For the relationship to last, both parties need to cooperate with each other 

Self-Service Technologies 
- Self-Service Technologies (SSTs)
Ultimate form of customer involvement 
Customers undertake specific activities using facilities or systems provided by service supplier 
Customer’s time and effort replace those of employees 
E.g. Internet-based services, ATMs, self-service gasoline pumps 
Information-based services can easily by offered using SSTs 
Used in both supplementary services and delivery of core product 
E.g. eBay – no human auctioneer needed between sellers and buyers 
Many companies seek to encourage customers to serve themselves using Internet-based self-service 
Challenge: getting customers to try this technology 
- What aspect of SSTs please or annoy customers? 
People love SSTs when…
SST machines are conveniently located and accessible 24/7
Often as close as nearest computer 
They offer extra benefits 
Obtaining detailed information and completing transactions can be done faster than through face-to-face or telephone contact 
They work 
People in awe of what technology can do for them when it works well 

People hate SSTs when…
SSTs fail 
System is down, PIN numbers not accepted, etc 
SSTs are poorly designed 
Poorly designed technologies make service processes difficult to understand & use 
People themselves mess up 
Forgetting passwords; failing to provide information as requested; simply hitting wrong buttons 
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Fluctuations in Demand Threaten Service Productivity 
- From excess demand to excess capacity 
- Four conditions potentially faces by fixed-capacity services:
Excess demand (demand exceeds maximum capacity)
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 
Demand and supply are balanced at the level of 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 
- Variations in Demand relative to capacity 
- Managing capacity and demand 

Defining Productive Capacity 
- What is productive capacity?
Productive capacity can take several forms 
Physical facilities designed to contain customers 
Physical facilities designed for sorting or processing goods 
Physical equipment used to process people, possessions, or information 
Labour 
Infrastructure 

Managing Capacity 
- 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 of share extra facilities and equipment 

Inventory Demand through Waiting Lines and Queuing Systems 
- Queuing Systems 
Allocate queues based on:
Urgency of job
Duration of service transaction 
Payment of premium price 
Importance of customer 

Customer Perceptions of Waiting Time 
- 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 

Inventory Demand through Reservation System 
- Benefits of Reservations 
Avoid customer dissatisfaction due to excessive waits 
Controls and smoothes demand 
Allows information of revenue management and preselling of service to different customer segments 
Help firms to keep some time aside for emergency jobs 
Data captured helps organizations 
Prepare financial projections 
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What is the purpose of service environments? 
Purpose of service environments 
- Message- creating medium: symbolic cues to communicate the distinctive nature and quality of the service experiences 
- Attention- creating medium: make servicescape standout from competition and attract customers from target segments 
- Effect-creating medium: use colours, textures, sounds, scents and spatial design to enhance desired service experience

Be part of the value propostition 
Convey the planned image of the firm and support its positioning and differentiation 
Shape customers’ experience and their behaviour 
Facilitate service encounter and enhance productivity 

The Theory Bhenind Consumer Responses to Service Environments 
The Mehrabian-Russell Stimulus-Response Model 

Feelings are a Key Driver to Customer Responses to Service Environment 
Environmental stimuli and cognitive processes 
Affective response: pleasure and arousal 
Response Behaviour: approach or avoidance (including time and money spent) and cognitive processes (including perception of quality and satisfaction) 

Drivers and Affect 
- Affect can be caused by cognitive processes of any degree of complexity 
most service encounters are routine 
it’s the simple cognitive processes that determine how people feel in a service setting 
the more complex a cognitive process becomes, the more powerful its potential impact on affect 

The Russell Model of Affect 
Semantic scale diagram (verticle, top then bottom) arousing and sleepy (horizontal, left then right) unpleasant and pleasant 
From arousing going left to unpleasant: exciting pleasant relaxing sleepy, boring, unpleasant, distressing, arousing 

Behavioural Consequence of Affect 
Pleasant environments result in approach, whereas unpleasant ones result in avoidance 
Arousal amplifies the basic effect of pleasure on behaviour 
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 

Dimensions of the Service 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 
Odor and scent 
Lighting and colour schemes 
Air quality and temperature 

Impact of Music 
In service settings, music can have powerful effect on perceptions and behaviours, even if played at barely audible levels 
Structural characteristics of music – such as tempo, volume, and harmony – are perceived holistically 
Fact 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 once 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 behavioural responses 
In service settings, research has shown that scents can have significant effect on customer perceptions, attitudes and behaviours 

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

Spatial Layout and Functionality 
Spatial layout and functionality 
Spatial layout: 
Floorplac
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 find 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 behaviour 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 behaviour 
Newcomers often look at existing customers before deciding whether to patronize the service firm 

Putting it All Together
Tools to Guide Servicescape Design 
Keen observation of customers’ behaviours and responses to the service environment by management, supervisors, brand managers, and frontline staff 
Feedback and ideas from frontline staff and customers, using a broad array of research tools from suggestions boxes to focus groups and surveys 
Photo audit – ask customers to take photographs of their experience and these are used as basis for further interviews or included as part of survey of experience 
Field experiments can be used to manipulate specific dimensions in an environment and the effects observed 
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Service Employees are Extremely Important 
Importance of Service Personnel 
Service employees are important to customers and competitive positioning because the frontline is:
The core part of the product 
The service firm 
The brand 
Frontline also:
Affects sales 
Determine productivity 
Frontline is an important driver of customer loyalty 
Anticipate customer needs 
Customize service delivery 
Build personalized relationships 

Frontline Work is Difficult and Stressful 
Boundary spanning and role stress 
- Boundary spanners 
Link inside of organization to outside world and 
Often experience role of stress from multiple roles they have to perform 
- 3 main causes of role stress:
Organization vs. client: dilemma whether to follow company rules or to satisfy customer demands 
This is especially acute in organizations that are not customer oriented 
Person vs role: conflicts between what jobs require and employee’s own personality and beliefs 
Client vs client: conflicts between customers that demand service staff intervention 

Emotional Labour 
“The act of expressing socially desired emotions during service transactions”
Occurs when there is gap between what employees feel inside, and emotions that management requires them to display to cusomters 
Performing emotional labour in response to society’s or management’s display rules can be stressful 
Good HR practice emphasizes selective recruitment, training, counseling, strategies to alleviate stress 

Human Resources Management – How to Get it Right?
The service Talent cycle for services firms 
0. Leadership that: 
Focuses the entire organization on supporting the frontline 
Fosters a strong service culture with passion for service and productivity 
Drives value that inspire, energize, and guide service providers 
Service Leadership and Culture 
Charismatic/transformational leadership: 
Change front line’s values, goals to be consistent with firm 
Motivate staff to perform at their best 
Service culture can be defined as:
Shared perceptions of what is important 
Shared values and beliefs of why they are important 
A strong service culture focuses the entire organization on the frontline and top management is informed and actively involved 
1. Hire the right people 
Be the preferred employer and compete for talent market share 
Intensify selection process to hire the right people for the given organization and the given job 
Tools to identify the best candidates 
- Employ multiple, structured interviews
- Observe candidate behaviour 
- Conduct personality tests 
- Give applicants a realistic preview of the job     

2. Enable your people 
Build high-performance service delivery teams:
Ideality cross-functional customer- centric structure 
Develop team structures and skills that work 
Empower the frontlines 
Extensive training on:
Organization culture, purpose and strategy 
Interpersonal and technical skills 
Product/ service knowledge
Train service employees actively 
- Service employees need to learn:
Organizational culture, purpose and strategy 
Get emotional commitment to core strategy and core values 
Get managers to teach why, what and how of job
Interpersonal and technical skills 
Both are necessary but neither alone is enough for performing a job well 
Product/ service knowledge
Staff’s product knowledge is a key aspect of service quality 
Staff must explain product features and help consumers make the right choice 
Is Empowerment Always Appropriate? 
Empowerment is most appropriate when: 
Firm’s business strategy is based on personalized, customized service and competitive differentiation 
Emphasis on extended relationships rather than short-term transactions 
Use of complex and non-routine technologies 
Service failures are non-routine and cannot be designed out of the system 
Business environment is unpredictable, consisting of surprises 
Managers are comfortable letting employees work independently for benefit of firm and customers 
Levels of Employee Involvement 
Suggestion involvement 
Employee make recommendation through formalized programs 
Job involvement 
Employees use a wide variety of skills 
Employees need to be retrained 
Supervisors need to be reoriented (from directing to facilitating) 
High involvement 
Information is shared 
Employees skilled in teamwork, problem solving, etc. 
Participate in management decisions 
Profit sharing and stock ownership 
Build high-performance service delivery teams 
Many service require cross-functional coordination for excellent service delivery 
Teams, training and empowerment go hand-in-hand 
Creating successful service delivery teams 
Emphasis on cooperation, listening, coaching and encouraging one another 
Understand how to air differences, tell hard truths, ask tough questions 
Management needs to set up a structure to steer teams towards success 

3. Motivate and Energize your people 
- Use the full range of rewards:
Pay 
Bonus 
Job comfort 
Feedback and recognition 
Goal accomplishment 
Motivate and energize the frontline 
- Use full range of available rewards effectively, including:
Job content 
People are motivated and satisfied knowing they are doing a good job 
Feedback and recognition
People derive a sense of identity and belonging to an organization from feedback and recognition 
Goal achievement 
Specific, difficult but attainable and accepted goals are strong motivators 
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