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UNIT 1 SERVICE

PART I TEXT

Text A What Are Services?

Put in the most simplest terms, services are deeds, processes and performances provided or
co-produced by one entity or person for another entity or person. Our opening vignette illustrates what
is meant by this definition. The services offered by IBM are not tangible things that can be touched,
seen, and felt, but rather are intangible deeds and performances provided or co-produced for its
customers. To be concrete, IBM offers repair and maintenance service for its equipment, consulting
services for IT and e-commerce applications, training service, web design and hosting, and other
services. These services may include a final, tangible report, a website, or in the case of training,
tangible instructional materials. But for the most part, the entire service is represented to the client
through problem analysis activities, meetings with the client, follow-up calls, and reporting a series of
deeds, processes, and performances. Similarly, the core offering of hospitals, hotels, banks, and
utilities are primarily deeds and actions performed for customers, or co-produced with them.

Although we will rely on the simple, broad definition of services, you should be aware that
over time service and the service sector of the economy have been defined in subtly different
ways. The variety of definition can often explain the confusion or disagreements people have
when discussing services and when describing industries that comprise the service sector of the
economy. Compatible with our simple, broad definition is one that defines services to include “all

economic activities whose output is not a physical product or construction, is generally consumed

at the time it is produced, and provides added value in forms (such as convenience, amusement
timeliness, comfort or health) that are essentially intangible concerns of its first purchaser *.

Service Industries, Service as Products, Customer Service and Derived Service

As we begin our discussion of services marketing and management, it is important to draw
distinctions between service industries and companies, services as products, customer service,
and derived services. Sometimes when people think of service, they think only of customer
service, but service can be divided into four distinct categories. The tool and strategies you will
learn in this text can be applied to any of these categories.

Service industries and companies include those industries and companies typically classified
within the service sector whose core product is a service. All of the following companies can be
considered pure service companies: Marriott International (lodging), American Airlines®
(transportation), Charles Schwab “)(financial service), Mayo Clinic  (health care).
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Services as products represent a wide range of intangible product offerings that customers
value and pay for in the marketplace. Service products are sold by service companies and by
non-service companies such as manufacturers and technology companies. For example, IBM and
Hewlet-Packard® offer information technology consulting services to the marketplace,
competing with firms such as EDS® and Accenture "’ which are traditional pure service firms.
Other industry examples included department stores, like Macy’s that sell services such as gift
wrapping and shipping, and pet stores like PetSmart that sell pet grooming and training services.

Customer service is also a critical aspect of what we mean by “service”. Customer service is
the service provided in support of a company’s core products. Companies typically do not charge
for customer service. Customer service can occur on-site (as when a retail employee helps a
customer find a desired item or answers a question), or it can occur over the phone or via the
internet (e.g. Dell computer provides real-time chat sessions to help customers diagnose
hardware problem). Many companies operate customer service call centers, often staffed around
the clock. Quality customer service is essential to building customer relationships. It should not,
however, be confused with the services provided for sale by the company.

Derived service is yet another way to look at what service means. In an award-winning
article in the Journal of Marketing, Steve Vargo and Bob Lusch argue for a new dominant logic
for marketing that suggests that all products and physical goods are valued for the services they
provide. Drawing on the work of respected economists, marketers, and philosophers, the two
authors suggest that the value derived from physical goods is really the service provided by the
good, not the good itself. For example, they suggest that a pharmaceutical provides medical
services, a razor provided barbering services, and computers provide information and data
manipulation services. Although this view is somewhat abstract, it suggests an even broader,
more inclusive, view of the meaning of service.

Characteristics of Service Compared to Goods

There is a general agreement that differences between goods and services exist and that the
distinctive characteristics discussed in this section result in challenges (as well as advantage) for
managers of services. That is, services tend to be more heterogeneous, more intangible, more
difficult to evaluate than goods, but the differences between goods and services are not black and
white by any means.

Many of the strategies, tools, and frameworks in this text were developed to address these
characteristics, which, until the 1980s, had been largely ignored by marketers. Recently it has
been suggested that these distinctive characteristics should not be viewed as unique to services
but that they are also relevant to goods, that “all products are services”, and that “economic
exchange is fundamentally about service provision”. Although this view is rather abstract, it does
suggest that all types of organizations may be able to gain valuable insights from services
marketing frameworks, tools and strategies.
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Intangibility and Its Resulting Marketing Implications

The most basic distinguishing characteristic of services is intangibility. Because services are
performances or actions rather than objects, they cannot be seen, felt, tasted or touched in the
same manner that you can sense tangible goods. For example, health care services are actions
(such as surgery, diagnosis, examination, and treatment) performed by providers and directed
toward patient, although the patient may be able to see and touch certain tangible components of
the service (like the equipment or hospital room). In fact, many services such as health care are
difficult for the consumer to grasp even mentally. Even after a diagnosis or surgery has been
completed the patient may not fully comprehend the service performed, although tangible
evidence of the service (e.g. incision, bandaging, pain) may be quite apparent.

Intangibility presents several marketing challenges. Services cannot be inventoried, and
therefore fluctuations in demand are often difficuit to manage. For example, there is tremendous
demand for resort accommodations in Phoenix in February, but little demand in July. Yet resort

owners have the same number of rooms to sell year-round. Services cannot be easily patented,
and new service concepts can therefore easily be copied by competitors. Services cannot be

readily displayed or easily communicated to customers, so quality may be difficult for consumers
to assess. Decisions about what to include in advertising and other promotional materials are
challenging, as is pricing. The actual costs of a “unit of service” are hard to determine, and the
price-quality relationship is complex.

Heterogeneity and its Resulting Marketing Implications

Because services are performances, frequently produced by humans, no two services will be
precisely alike. The employees delivering the service frequently are the service in the customer’s
eyes, and people may differ in their performance from day to day or even hour to hour.
Heterogeneity also results because no two customers are precisely alike, each will have unique
demands or experience the service in a unique way. Thus the heterogeneity connected with
service is largely the result of human interactions (between and among employees and customers)
and all of the vagaries that accompany it. For example, a tax accountant may provide a different
service experience to two different customers on the same day depending on their individual
needs and personalities and on whether the accountant is interviewing them when he or she is
fresh in the morning or tired at the end of a long day of meetings.

Because services are heterogencous across time, organizations, and people, ensuring
consistent service quality is challenging. Quality actually depends on many factors that cannot be
fully controlled by the service supplier, such as the ability of the consumer to articulate his or her
needs, the ability and willingness of personnel to satisfy those needs, the presence (or absence) of
other customers, and the level of demand for the service. Because of these complicated factors,
the service manager cannot always know for sure that service is being delivered in a manner




consistent with what was originally planned and promoted. Sometimes services may be provided

by a third party, further increasing the potential heterogeneity of offering.

Simultaneous Production and Consumption and Its Resulting Marketing
Implications

Whereas most goods are produced first, then sold and consumed, most service are sold first
and then produced and consumed simultaneously. For example, an automobile can be
manufactured in Detroit, shipped to San Francisco, sold two months later, and consumed over a
period of years. But restaurant services cannot be provided until they have been sold, and the
dining experience is essentially produced and consumed at the same time. Frequently this
situation also means that customers are present while the service is being produced and thus view
and may even take part in the production process as co-producers or co-creators of the service.
Simultaneity also means that customers will frequently interact with each other during the service
production process and thus may affect each others’ experiences. For example, strangers seated
next to each other in airplane may well affect the nature of the service experience for each other.
The fact passengers understand this is clearly apparent in the way business travelers will often go
to great lengths to be sure they are not seated next to families with small children. Another
outcome of simultaneous production and consumption is that service producers find themselves
playing a role as part of product itself and as an essential ingredient in the service experience for
the consumer.

Because services often are produced and consumed at the same time, mass production is
difficult. The quality of service and customers satisfaction will be highly dependent on what
happens in “real time”, including actions of employees and the interactions between employees
and customers. Clearly the real-time nature of services also results in advantages in terms
opportunities to customize offerings for individual consumers. Simultaneous production and
consumption also means that it is not usually possible to gain significant economies of scale
through centralization. Often, operations need to be relatively decentralized so that the service
can be delivered directly to the consumer in convenient locations, although the growth of
technology-delivered service is changing this requirement for many services. Also because of
simultaneous production and consumption, the customer is involved in and observes the
productions process and thus may affect (positively or negatively) the outcome of the service
transaction.

Perishability and Its Resulting Marketing Implications

Perishability refers to the fact that services cannot be saved, stored, resold or returned. A
seat on an airplane or in a restaurant, an hour of lawyer’s time, or telephone line capacity not
used or purchased cannot be reclaimed and used or resold at a later time. Perishability is in
contrast to goods that can be stored in inventory or resold another day, or even returned if the
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consumer is unhappy. Would it not be nice if a bad haircut could be returned or resold to another
consumer? Perishability makes this action an unlikely possibility for most services.

A primary issue that marketers face in relation to service perishability is the inability to
inventory. Demand forecasting and creative planning for capacity utilization are therefore
important and challenging decision areas. The fact that services cannot typically be returned or
resold implies a need for strong recovery strategies when things do go wrong. For example,
although a bad haircut cannot be returned, the hairdresser can and should have strategies for
recovering the customer’s goodwill if and when a problem occurs.

Tangibility Spectrum

The broad definition of service implies that intangibility is a key determinant of whether an
offering is a service. Although this is true, it is also true that very few products are purely
intangible or totally tangible. Instead, service tends to be more intangible than manufactured
products, and manufactured products tend to more tangible than service. For example, the
fast-food industry, while classified as a service, also has many tangible components such as the
food, the packaging, and so on. Automobiles, while classified within the manufacturing sector,
also supply many intangibles, such as transportation and navigation services.

Trends in the Service Sector

Although you often hear and read that many modern economies are dominated by services, the
United States and other countries did not become service economies overnight. As early as 1929, 55
percent of the working population was employed in the service sector in the United States, and
approximately 54 percent of the gross national product was generated by services in 1948.

Words and Expressions

amusement [3'mju:zmant] n. B, ®&E
articulate [a'tikjulat] v. HH HEE
barber ['ba:bs] v. AR, B
bandage ['beendid3] v. HHaH
comprehend [kompri'hend] v. %, B
comprise [kem'praiz] v. B, e AR
compatible [kam'paetabl] a. WHEK, REILALM
distinguish [dis'tingwif] v. X4y, H5Hl
diagnosis [daiag'nausis] n. 2

deed [di:d] n. iT8h;

fluctuation [flaktju'eifan] n. &R, BE
follow-up ['folaunp] a. JaE:M: SEEMY
framework ['freimwa:k] n. FE4R, ZEHy
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hosting ['haustin] n f5%, By
heterogeneity [hetoradza'nisti]  n. [EWRFEM: HLFEIAHSHE, ?*ﬁﬁ
illustrate ['ilastreit] v. B, %458 H
intangible [in'teend3abl] a. LIEH

incision [in'sizon] n. Y100

insight linsait] n. JAES, X
inventory ['invantari] n 8%, FRER, FHAR
lodging ['I>d3in) n. #fE, aF1E4b
manufacturer [Lmeaenju'fektfors] n». HlEH
manipulation [ma,nipju'leifen]  n. #fE, &P
navigation [.naevi'geifan] n. BifT, A
on-site [on'sait] a. M
pharmaceutical [fa:ma'sjutikal]l o HIZCHK
patented ['peitantid] a. TRIK

resort [ri'za:t] n. BERRREHE

subtly ['satli] a. K4

surgery ['se:d3ori] n. 568, AAEFER
tangible ['teendzabl] a. HRM

vagary ['veigari] n. FHE

vignette [vi'njet] n. FAEE, DMEHE
year-round BEH, —ERLM
customers service Bk, EERS
derived services IRAERS
maintenance service SRS

to be concrete Rk

Notes

(1) Marriott International: 7St EFr&EH], £ EE —FEHBEEEERLR], WHHERE
B R FAh 67 AN EF MK, EHEBIT 2 800 HKB/E, ML 490 500 (1% 5

(2) American Airlines: EEMTAHE .

(3) Charles Schwab: BEEEM AR R LSHRKEIHELN—KERMRFZAHE, BT
1971 %, WA BRAXENMASRKRSTIHMSTE.

(4) Mayo Clinic: 29257, HAERZMETIH, TR EHE HIEMN T M.

(5) Hewlet-Packard: /A H].

(6) EDS: Electronic Data Systems Corporation, B F¥IERA N, EEE—FKLBRE
BHEARRSE A,

(7) Accenture: RHET AR, SEREKHEHEHA TR ARRSHNEE.

&M
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Text B Guest Service

The American economy has evolved into a service economy, and the service industry
accounted for two-thirds or more of the U.S. economy in the year 2000. Leading this boom is the
hospitality industry. The service-driven America of the future will be much different from the
industrialized society of the past. During the industrial era, the product was tangible. Quality
control depended on following procedures and then testing and double-checking the commodity
for accuracy. But the product of the future, guest service is not so easily controlled. Although
company policy is still important, service depends largely on people.

In the hospitality industry, service is a commodity. It is a basis for competition, with those
companies providing the best service coming out on top. During their rigorous orientation
program, Disney trainers ask new employees, “What do we make here at Disney?” Some might
think the answer would be a better theme park, money or entertainment, but the answer the
trainer is looking for is “We make people happy”. This is Disney’s product, and it is making it
better than anyone else. This is the basis of its decades of success. But unfortunately, many other
members of the hospitality industry pay only lip service to the importance of customers. They say,
“The guest is number one”, but continue to ignore the methods their employees are using to serve
guests and even develop policies that dampen the guest’s satisfaction.

Thinking about quality in service requires a considerable amount of abstraction. Service is
intangible, highly perishable, complex, immediate, and amorphous—and employee behavior, in
all its nuances, is a major quality characteristic. In product manufacturing quality control strives
to reduce defects to a minimum. In the final analysis a strong product quality—control program
can ensure that defective products are removed from inventory for reworking or discard. "’ In
hospitality services there are no rejects, just unhappy customers. Because a “defect” is an event
that happens to somebody, there is no way to call it back.

A hotel received numerous complaints about elevator service. Unfortunately, nothing could
be done about elevator carrying capacity, but management did install mirrors in the elevator
waiting area. This lets the guests check their appearance while they were waiting. Although
elevator performance hadn’t changed, complaints fell, apparently because guests had something
to pass the time. Some restaurants deliberately give estimates of a longer waiting time to guests
than will actually be the case. These operators find guests finish the wait in a pleasant mood
when the wait is shorter than they had expected. Once again, it is the guest’s perception, their
feeling about the transaction, rather than the objective facts of the transaction that have changed.

For the guest, service commonly has an emotional (i.e., feeling) reaction. The second point
is that the guest’s feclings as well as the transaction itself can be managed. This is not an
argument for pulling the wool over people’s eyes. ) The objective quality of the transaction is, of
course, important, too, but we need to be aware of the nature of the guest’s experience as well as
the objective facts of the service process. In what way we can take full account of our customer’s
emotional responses in the service planning of the process.
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Customer feelings are important. The potential impact of a dissatisfied customer is often not
fully understood. The first impact is that the customer may not return, but that is hardly the end of
it. A study done for Coca-Cola reported that for every customer who complains, there are 26
others who say, “Why bother to complain?” —but remain dissatisfied. Customers are twice as
likely to tell somebody else about a bad experience as a good one™. In fact, people with a
complaint, on average, talk to 9 or 10 other people about it. If we follow the logic of these
numbers, for every complaint received in an operation, there are 26 others who are complaining
to 9 or 10 of their friends: A complaint received, then, represents something like 250 unpleasant
conversations about one’s organization. One expressed complaint needs to be treated very
seriously because it may very well represent the tip of an iceberg.

Gallup polls ¥ indicate not only that service influences return business but also that it has a

major impact on an operation’s word-of-mouth reputation. Diners, according to Gallup, will often

tolerate mediocre food and a noisy, cramped restaurant as long as they feel they have been made
welcome and that management cares about their dining experience. “But if the service slips and
the experience is negative, 34 percent of the respondents said they would pass this information on
to friends.” This, in a general way, supports the Coca-Cola study cited earlier and underscores the
guest’s experience as a key part of service quality.

When we enter a hotel, restaurant, or other service establishment, we expect to deal with
polite, knowledgeable, well-groomed employees, but unfortunately this is not always the case.
How often have we contacted the customer “service” department of a business, expecting help,
only to be met by an apathetic representative? A great deal can be learned about guest service.

That is why corporations such as Hilton Hotels, Disney, and McDonald’s are addressing this

issue and have instituted companywide customer-service training programs for both management

and_employees. An enormous amount of time and energy is being spent on improving guest

relations.

Guest services are probably the single most important group of activities that a community
offers its guests, because these activities make the guest feel welcome and well served. Of
paramount importance among all the services provided is hosting. Hosting is one of the functions
of communication. It provides information for guests on where to go, how to get there, what to
see and what to do to enjoy their visit. It includes hospitality, knowledge and caring on the part of
all members of the community regardless of their direct involvement in tourism activities.
Hosting is an attitude that pervades the community, making the tourist-visitor feel comfortable as
a guest of the community.

Good hosting brings visitors back to the community and promotes a general increase in
visitation because satisfied guests return. Such guests speak positively of their experiences and
urge friends and neighbors to visit your community to receive similar satisfactions.

Not all tourism activities run smoothly. Tourists sometimes present problems. Tourists do get
sick, some will have heart attacks and heat strokes. Others may cause or be involved in accidents,




