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I Preface

The primary objective of Services Marketing: Concepts, Strategies, and Cases is to pro-
vide materials that not only introduce you to the field oi services marketing but also ac-
quaint you with specific customer service issues. The business world now demands, in
addition to traditional business knowledge, increasing employee competence in cus-
tomer satisfaction, service quality, and customer service, skills that are essential in
growing and sustaining the existing customer base.

APPROACH OF SERVICES MARKETING: CONCEPTS, STRATEGIES, AND CASES

The third edition of Services Marketing: Concepts, Strategies, and Cases purposely ex-
amines the use of services marketing as a competitive weapon from a broader perspec-
tive. Consequently, we view services marketing not only as a marketing tool for service
firms, but also as a means of competitive advantage for those companies that market
products on the tangible dominant side of the continuum. As a result, business exam-
ples used throughout the text reflect a wide array of firms representing the nine service
economy supersectors including education and health services, financial activities, gov-
ernment, information, leisure and hospitality, professional and business services, trans-
portation and utilities, wholesale and retail trade, and other services.

Ultimately, the service sector is one of the three main categories of a developed
economy—the other two being industrial and agricultural. Traditionally, economies
throughout the world tend to transition themselves from an agricultural economy to an
industrial economy (e.g, manufacturing,and mining) to a service economy. The United
Kingdom was the first economy in the modern world to make this transition. Several
other countries including the U.S., Japan, Germany, and France have made this transi-
tion and many more are expected to do so at an accelerated rate.

We live in interesting times! The increased rate of transformation from an agricul-
tural to a manufacturing to a service-based economy has generally been caused by a
highly competitive international marketplace. Simply stated, goods are more amenable
to international trade than services, making them more vulnerable to competitive ac-
tions. In other words, countries that industrialized their economies first eventually come
under competitive attack by other countries that are newly making the transition from
an agricultural to an industrial economy. These newcomer countries offer lower produc-
tion costs (especially labor), which is attractive to industry. Consequently, as industrial
sectors flow from one country to the next, the countries they abandon begin to more
heavily rely on the growth of their service sectors as the mainstay of their economies.
This whole process repeats itself over and over again as other less developed countries
enter the fray; consequently, facilitating the transformation from agriculture to indus-
trial to service-based economies.
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STRUCTURE OF THE BOOK

Services Marketing: Concepts, Strategies, and Cases is divided into four main parts. The
first part, “An Overview of Services Marketing,” concentrates on defining services
marketing and discusses in detail the fundamental concepts and strategies that differ-
entiate the marketing of services from the marketing of tangible goods. The primary
objective of Part 1 is to establish a core knowledge base that will be built upon through-
out the remainder of the text.

Chapter 1 provides an introduction to the field of services marketing. It establishes
the importance of the service sector in the world economy and the need for services
marketing education. Chapter 2 focuses more deeply on the fundamental differences be-
tween goods and services and their corresponding managerial implications. Chapter 3
provides an overview of the service sector and focuses on the nine service industry
supersectors and the most substantial changes taking place within the service sector.
New concepts such as the “graying of America” and the “outservicing of America” are pre-
sented, and predicted keys to success within the service encounter are also discussed.
Chapter 4 focuses on consumer purchase decision issues as they relate to the services
field. Consumers often approach service purchases differently from the way they ap-
proach the purchase of goods. The first part of the book concludes with Chapter 5, which
takes an in-depth look at ethics in the service sector. Because of the differences between
goods and services, unique opportunities arise that may encourage ethical misconduct.

The second part of the book, “Service Strategy: Managing the Service Experience,”
is dedicated to topics that concern the management of the service encounter. Due to the
consumer’s involvement in the production of services, many new challenges are pre-
sented that do not frequently occur within the manufacturing sector. The primary topics
in Part 2 are strategic issues related to the marketing mix as well as the Servuction
Model including process, pricing, promotion, physical evidence, and people (employee
and customer) issues.

Chapter 6 provides an overview of service operations, pinpointing the areas where
special managerial attention is needed in the construction of the service process. In addi-
tion, the importance of balancing operations and marketing functions in service opera-
tions is discussed. Chapters 7 and 8 focus on pricing and communication issues as they
relate specifically to service firms. Chapter g examines the development and management
of the service firm’s physical environment. Chapter 10 discusses the many challenges as-
sociated with managing employees within the service experience. The service business,
by its very definition, is a people business and requires talented managers who can navi-
gate the thin line between the needs of the organization, its employees, and its customers.
Part 2 concludes with Chapter 11 where the art of managing service consumers is
explored. Due to the impact of inseparability, the consumer’s role in service production
can both facilitate and hinder the exchange process. Hence, developing a strategic under-
standing of how the consumer can be effectively managed within the service encounter is
critical. Chapter 11 also introduces the fundamental components as well as the advantages
and disadvantages associated with customer relationship management (CRM) systems.

Part 3, “Assessing and Improving Service Delivery,” focuses on customer satisfac-
tion and service quality issues. Methods are presented for tracking service failures and
employee recovery efforts, as well as customer retention strategies. Ideally, assessing
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and improving the service delivery system will lead to “seamless service” —provided
without interruption, confusion, or hassle to the customer.

Chapter 12 presents an overview of the importance and benefits of customer satis-
faction and the special factors to consider regarding measurement issues. Chapter 13
builds from the materials presented in Chapter 12 and discusses conceptual and mea-
surement issues pertaining to service quality and service quality information systems.
Chapter 14 presents methods for tracking service failures and employee service recovery
efforts. Chapter 15 focuses on the often forgotten benefits of customer retention and dis-
cusses strategies that maximize a firm’s customer retention efforts. Chapter 16 concludes
this section of the text as well as the entire text with “Putting the Pieces Together: Creat-
ing the Seamless Service Firm.” Chapter.16 is dedicated to pulling the ideas in the book
together in a manner that demonstrates the delivery of flawless customer service.

Part 4 of the book consists of cases that are specifically relevant to each of the
chapters and also integrates other topics discussed throughout the text. The cases are
to be used at the instructor’s discretion to give students realistic practice in using the
concepts presented in the textbook. Many of these cases have been purposely written
to include an international and/or e-business flavor to reflect the changing business
climate and the wide variety of issues that face service marketers today.

WHAT’S NEW IN THE THIRD EDITION?

* New Opening Vignettes in every chapter represent a variety of firms and relevant
customer service issues from the nine service economy supersectors. These firms
include the following:

Private Escapes Westin’s Heavenly Bed

GEICO Wegman’s Grocery Store

UPS “Yours is a Very Bad Hotel”

Skype American Customer Satisfaction Index
Vail Resorts Malcolm Baldrige National Quality Award
Build-A-Bear Workshop Wendy’s International Inc.

Airline Pricing Loyalty Gadgets

Aflac The Katitche Point Great House

* New Global Services in Action features in every chapter provide international exam-
ples of service marketing concepts and strategies. Companies and topics featured in
Global Services in Action boxes include the following:

Service Exports Hong Kong (China) Disneyland
Importing American Standards Dell Offshore Technical Support
Cuba’s Hotel Industry Cultural Expectations

Finland Tourism Global Customer Satisfaction
Global Health Care Perceptions The Global Communication Gap
Delighting Global Customers Mitsubishi Motors

Ethnic Pricing : BMO Bank of Montreal

Marriott International Inc. Ethnic Marketing -

vil
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e New B2B Services in Action features in every chapter provide B2B business examples
of service marketing concepts and strategies. Companies and topics featured in B2B
Services in Action boxes include the following:

IBM Airbus A380

Hotel Business Customers Private Banks

Business Class Travelers Customer Relationship Management
Citigroup J. D. Power and Associates

American Nursing Services ISO 9000

Verizon Enterprise Solutions Group  Service Recovery Audit

Private Jet Service B2B Customer Loyalty

Law Practice Marketing State Farm Insurance

e New E-Services in Action features in every chapter provide eBusiness examples
of service marketing concepts and strategies. Companies and topics featured in
E-Services Services in Action boxes include the following:

Self-service Technologies Google.com

Cellular Service Online Complaint Sites
Hewlett-Packard The 7Cs of Customer Interface
E-Consumer Decision Process Humanizing the Net
Confidentiality Issues on the Net Dimensions of E-Qual
E-Returns : E-failures Online

E-Pricing Online Customer Retention
Online Advertising RateMyProfessor.com

Expanded coverage of e-business, global service, and B2B issues
Updated service industry examples

Expanded test bank

Redesigned PowerPoint slides
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In closing, we hope that you enjoy the book and your services marketing class. It
will likely be one of the most practical courses you will take during your college career.
Education is itself a service experience. As a participant in this service experience, you
are expected to participate in class discussions. Take advantage of the opportunities
provided you during this course, and become an integral component of the education
production process. Regardless of your major area of study, the services marketing
course has much to offer.

We would sincerely appreciate any comments or suggestions you would care to
share with us. We believe that this text will heighten your sensitivity to services, and be-
cause of that belief, we leave you with this promise: We guarantee that after completing
this book and your services marketing course, you will never look at a service experi-
ence in the same way again. This new view will become increasingly frustrating for most
of you, as you will encounter many experiences that are less than satisfactory. Learn
from these negative experiences, relish the positive encounters, and use this informa-
tion to make a difference when it is your turn to set the standards for others to follow.
As evangelists of services marketing, we could ask for no greater reward.

K. Douglas Hoffman (Doug)
Professor of Marketing
Marketing Department
Colorado State University
Fort Collins, Colorado 80523
(970) 491-2791 (office)

(970) 4915956 (fax)
doug.hoffman@colostate.edu
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