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JE INTERNATIONAI

The dissertation attempts to apply the marketing concept to the provision of
educational services, A comprehensive literature review is conducted in the
area of services marketing., A strategic marketing model 1is proposed for the

international marketing of educational services.

A comparative analysis of overseas student policy in a number of host

countries is presented. A number of policy developments and regulatory

mechanisms are critically evaluated.

It was not possible to conduct a rigorous cost-benefit analysis of overseas
students in Ireland*, However, a UK study conducted in 1980 is examined in
detail, The problems of measurement, etc. which were encountered are

discussed. This will serve as a model for a similar study in Ireland.

Various overseas markets are identified as having significant market potential
for Ireland. An hypothesised strategic marketing model for educational
institutions 1s developed. This is later revised following its application to
the Malaysian market which is held to be generalisable.

A research survey is conducted among overseas students and selected third
level educational institutions, It is composed of six parts:

l. Postal questionnaire sent to third level institutions in Ireland
selected on the basis of the number of overseas (non-EC) students

enrolled.
2. Interviews held with key-figures in major third level institutions in

Ireland selected on the basis of the number of overseas (non-EC)

students enrolled.

*Ireland throughout this thesis does not include the six counties of Northern

Ireland governed by the United Kingdom.,



3. Self-completion questionnaire distributed to a random sample of 5% of
overseas students in Ireland weighted by overseas student enrolment in

the various institutions.

4, A series of focus interviews with overseas students held at:-

a) University College Dublin
b) University of Dublin, Trinity College
c) The Royal College of Surgeons in Ireland

5. Jury panel of expert opinion - interviews with key figures in the area

of education and overseas student policy.

6. A self-completion questionnaire distributed to a random sample of

overseas students at the University of Strathclyde.

The dissertation makes a number of recommendations for future overseas student

policy and finds that lack of a coherent national policy is the major
impediment to the development of a considerable overseas student presence in

Ireland.

Recommendations are proposed regarding; marketing strategy, fee policy,
regulatory mechanisms, targeted support schemes, concessionary fee status, the
composition and distribution of the overseas student body, orientation

programmes, immigration, accommodation, cultural issues, English language

provision and student welfare.
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PURPOSE

The purpose of this dissertation is to investigate current attitudes
towards the overseas students presence in third level institutions in
Ireland. 1Ireland 1s experiencing considerable lack of strategic focus

by many third level institutions and faces considerable under-
utilisation of very expensive fixed assets as the demography of Ireland

changes. It has been shown by many studlies referred to later that
considerable potential exists for the future export development of our

educational services.

One such study referred to later conducted by the Irish Marketing Board

(Coras Trachtala Teoranta) shows considerable overseas student potential
which Ireland could benefit from. This study identified in particular,

the Malaysian market.

A factor acting as a significant threat to the existing system is an EC
initiative whereby Irish students can obtain their education in other EC
member states with full payment of fees by the host government., For
this reason in the dissertation we exclude students from other EC

countries in our definition of 'overseas students'.

These developments could have considerable impact on Irish third level

institutions in the coming decade and beyond. Indeed, they show that

complacency is, at best, unwise.

SCOPE

The research survey in Chapter VI is limited to consideration of third
level institutions in the Irish Republic as comparable institutions in
Northern Ireland would be affected by policy decisions of the Department
of Education & Science in the United Kingdom. The Regional
Technological Colleges in Ireland which would be the equivalent of the
United Kingdom Polytechnics are brought into the research survey,
together with the Universities, and Colleges of Technology of the Dublin
Institute of Technology.
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Ireland throughout the dissertation does not include the six counties of

Northern Ireland governed by the United Kingdom.,

An hypothesised strategic marketing model for the international
marketing of educational services is developed in Chapter II. This is
later presented in a revised form following its application in Chapter V
to the Malaysian market, which is held to be generalisable.

Coras Trachtala has identified the Malaysian market as one of the most
worthwhile for Ireland in the coming years. It is proposed to examine

by way of an Appendix to the dissertation the main features of this

market and the opportunities it may present for Ireland.

HYPOTHESES

A number of hypotheses will be explored, as follows:-

(1) The marketing concept is not applied sufficiently in Irish third
level institutions, e.g. courses are not reviewed regularly in
line with changes in the environment. Markets are not segmented
in any formalised manner and techniques such as competitive
positioning and strategic marketing planning are not used
sufficiently.

(11) The economic benefits of overseas students are essentially long
term and do not Jjustify subsidisation as for home students.

(1i1) Considerable market potential exists for the development of a

significant body of overseas students.

(iv) The lack of a coherent national policy for overseas students is
inhibiting the development of a co-ordinated marketing strategy
by Irish third level institutions.

(v) The principles of services marketing apply to the provision of

educational services at tertiary level.

(vi) The case for formulating an Irish strategy on the admission and

support of overseas students rests on long term considerations.
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(vii) Irish policy in the field of overseas students has, up to the

present, largely been unfocussed.

It is argued that the lack of a coherent public policy both for
international marketing and for overseas students education 1s
inhibiting the development of a marketing strategy by Irish third level

institutions. From the marketing model which is developed in Chapter
II, the dissertation examines to what extent public policy inhibits or

promotes the adoption of this model by the relevant institutions.

It was not possible, given the limitations of a single researcher, to
undertake a cost/benefit analysis of overseas students for Ireland.
However, a study undertaken in the United Kingdom is critically
evaluated and a model is proposed for the later conduct of such a study

for Ireland.

An attempt is made to establish a procedure whereby the trade linkages
existing in Ireland between the provision of education for overseas
students and subsequent exports by Ireland to the major sending

countries can be measured,.

RESEARCH METHODOLOGY

As we discuss this topic, we have been fortunate in having access to a
confidential report, which will be published soon, conducted on behalf
of the Irish Council of Overseas Students looking at the particular
needs of overseas students in Ireland and how government policy is sadly
lacking in this area. At the same time, another approach has been to
ask those people high in the host governments who are sending these
overseas students, what particular features of Irish third level
education they would consider attractive or what element of government
policy might be crucial for them. Marketing research undertaken for the
Malaysian market appears as an Appendix. This explores the opinions of
the relevant world governments who would be supplying Ireland with
overseas students. This approach has not previously been undertaken in

educational research in Ireland to date.
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In Chapter VI the following methodology is adopted:-

(1)

(i1)

(111)

(iv)

(v)

(vi)

Questionnaire administered to a 5% random sample of overseas
students in all the major third level institutions in Ireland

ranked according to overseas student enrolment.

Structured interviews with key figures in selected third level

institutions selected according to overseas student enrolment,

Structured interviews with key decision-makers in the area of
government policy planning for third level education in Ireland
and experts in the area of educational management and research

(Jury Panel of Expert Opinion).

Institutional survey of major third level institutions in Ireland

selected according to overseas student enrolment,

A serles of focus interviews with non-EC overseas students held

at:

a) University College Dublin

b) University of Dublin, Trinity College

c) The Royal College of Surgeons in Ireland

These three institutions were chosen as they are the major
centres for overseas students in Ireland according to percentage

of the overseas student body.

Questionnaire administered to a random sample of overseas

students at the University of Strathclyde.

In carrying out the research survey among Irish third level institutions

varying degrees of support were encountered. The newer institutions
(University of Limerick and Dublin City University) were found to be
more open, enthusiastic and supportive than some of the larger and older
institutions. University College Dublin did not respond to my postal

institutional survey and two institutions refused permission initially
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to hold focus interviews with their overseas students. Permission was
later given. The Director of the Dublin Institute of Technology (the
second largest third level institution) refused to allow an interview
although an interview with a Principal of one of its constitutent

colleges was permitted.

The impression given is that the Dublin Institute of Technology 1is
awaiting a government initative before developing a marketing strategy
for overseas students. Study visits to the United Kingdom particularly
to Birmingham Polytechnic have shown how more marketing oriented the

Polytechnic sector is there compared to Ireland. In June 1991, the
government introduced in the Dail (Irish Parliament) the Dublin
Institute of Technology Bill and the Regional Technical Colleges Bill
which give a new statutory status to these institutions and rests more
authority and responsibility in the individual institutions for the
conduct of their affairs. These Bills are due for enactment before
Easter 1992.



CHAPTER

RKETING OF SERVICES

"Services often compete with goods to offer similar core benefits to
customers, but this does not mean that the marketing management tasks
are the same, There are currently both generic and contextual
differences between goods and services marketing. Although the latter

are likely to narrow over time, the former will remain, requiring
service marketers to play a number of roles not usually expected of

their counterparts in manufacturing industries”.

CHRISTOPHER LOVELOCK
Professor of Marketing, Harvard University

Boston, Massachussets, USA
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E_MARKETING OF SERVICES

PURPOSE

-

The purpose of this chapter is to provide a review of the current
body of literature available on services marketing. The chapter
starts with a discussion of the historical development of services.
The major issues in the marketing of services are examined and a
number of definitions of services are reviewed. The various

distinguishing characteristics of services are considered.

The importance of the services sector is examined and various roles

for service marketers are discussed.

The chapter concludes with a review of the unique service features

and resulting marketing problems and suggested marketing strategies

for problems stemming from the unique service features.

1.1 GROWTH OF THE SERVICE ECONOMY

1.1.1 Historical Development

Official economic definitions give little guidance to what 1s
the nature of a service. Definitions developed by economists
do throw light on how the concept has changed.

Fundamentally, the economist's approaches to services have

been institution based or activity based.

The emergence of the physiocrats, the group of eighteenth
century French philosophers, is generally considered to
herald the beginning of economics as a systematic field of
study. Their belief was that the soil provided the only real
form of wealth and therefore that agriculture alone was
productive and all other activities than agricultural

production were ‘'sterile’.
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Adam Smith was critical of the physiocrats. He bellieved their
'capital error' lay in their ‘'representing the class of artificers,
manufacturers and merchants as altogether barren and unproductive'.
He asserted that material goods production was just as capable of
returning a net income to producers as was agriculture and made a
distinction between 'productive' and ‘unproductive' labour. The
criterion he used was that productiveness depended upon
'tangibility’ which in turn was associated with the durability of

the economic activity. Thus services he described as ‘'barren' and
'unproductive' because they perish generally in the very instant of
their performance and do not fix or realise themselves in any

vendible commodity'. He believed menial servants to be barren and

unproductive as well as:-

"The sovereign...with all the officers of justice and war who
serve under him, the whole army and navy are unproductive
labourers: also churchmen, lawyers, physicians, men of
letters of all kinds: players, buffoons, musicians, opera
singers... Like the declaration of the actor, the harangue
of the orator, or the tune of the musician, the work of them

all perishes in the very instant of its production"l.

Jean Baptiste Say2 rejected Smith's notion that immaterial products
are not wealth because they were not ‘susceptible of conservation’'.
He argued that activities which have utility and give satisfaction
to the consumer, like the doctor who cures a sick man, are
productive, and that agriculture, manufacturing and commerce should
be treated on an equal basis, Jean Baptiste Say not only argued the
claims of immaterial wealth alongside material wealth, he used the

term 'services' to describe them.



Alfred Marshall took the concept further when he observed that:-

"Men cannot create material things. In the mental and moral world

indeed he may produce new ideas, but when he 1s said to produce
material things, he really only produces utilities or in other words

his efforts and sacrifices result in changing the form of
arrangement of matter to adapt it better for satisfaction of wants.

All that he can do in the physical world is either to readjust

matter so as to make it more useful, as when he makes a log of wood

into a table; or to put it on the way of being made more useful by
nature, as when he puts seed where the forces of nature will make it

burst out into life"3.

He argued that there was no scientific foundation for making a

distinction between the activities of the cabinet maker and the furniture
dealer, the rallwayman carrying coal above ground and the miner carrying
it underground, the fisherman and fishmonger:; all produce utilities. All

activities, in other words, are providing services to satisfy wants.

A further bridging of the divide between goods and services is reflected
in more recent views which suggest that the only difference between a

good and a service i1s that a service does not lead to a change in the

form of a good.

These different views of services are summarized in Table 1.

TABLE 1
Historical deriniions of Service
The Physiocrats All activities other than agricultural production
(c. 1720)

Adam Smich t1723~%0)  All actuvities thatdo not end in tangible produc:s
J.B.Sav (1767-1832)  All non-manutactunng activities that add utility

to goods
Alfred Marshall Goods1services) that pass out of existencs at the
(1332-1924) moment of creation
Western Countnies Services o not lead to achange in the form of 3
(1923-50) g00d _
Contemporacy An acasiey that does not lead (0 a change in the

form of 3 good

Source: Walters. C. G. and Berziel. B. J. Markenng Channeis. Scott.
Foresman. Gienview. [Il. 1982, p. <83



The acceptance of services as legitimate activities is reflected in the
current division of industry by economists into three main groups;
primary, secondary and tertiary. Primary activities cover agriculture,

forestry and fishing. The secondary activities refer to the
manufacturing and construction industries. Tertiary activities refer to

4

the service and distributive trades. Foote and Hatte® suggest a further

classification of the service industries into:

Tertlary: 1ncluding restaurants and hotels, barber and beauty

shops, laundry and dry cleaning establishments, home repair and
maintenance, handicrafts once performed in the home and other

domestic or quasi domestic services.

Quarternary: 1including transportation, commerce, communications,
finance and administration; the salient characteristics being that

they 'facilitate and effectuate the division of labour.

Quinary: including health care, education and recreation; the chief
aspect of this sector being that services rendered are designed to
change and 'improve' the recipient in some way. Services rendered
through other sectors are intended to maintain the customer and the
division of labour 'as is’'.

Unfortunately, the term services is still not used in a consistent way.
In studies undertaken of the service economy phenomenon Fuchss, for
example, excluded transportation, communications and public utilities and

placed them in the industry sector 'because of their dependence upon

heavy capital equipment and complex technology'.

He further distinguished a service ‘'sub-sector' which excluded
government, households and institutions and real estate; a sub-sector, 1t
can be argued, that is somewhat restricted for a work entitled "The

Service Economy". On the other hand Whiteman® in his study used services
to mean:



- Transport - both goods and passengers by bus, rail, air and sea, but

excluding private motoring.

- Communication - postal and telephone services.

- Distributive trades - wholesale and retail distribution.

- Insurance, banking, finance and business services.
- Professional and scientific services - mainly health and education
services.

- Miscellaneous services - including cinemas, sports, hotels and

restaurants.

- Public administration and defence - the military and most of the

civil service.

These two treatments of services show that in economics at least there

seems to be 'no authoritative concensus on either the boundaries or the

classification of the service 1ndustries"7.

Although services are now included in classifications of industrial
activities in many western economies, their provision is often regarded
as secondary to the production of goods. Certainly in Britain the
imposition for a period of Selective Employment Tax (SET): the

discrimination of many government grants and allowances in favour of

manufacturing industry over recent years; the assoclations of services
with 'luxuries', 'inessentials' and with the satisfaction of
psychological and emotional needs rather than physical needs; the
treatment in the Balance of Payments figures of 'invisibles' as something
separate and, by implication, of lesser importance. These and other
manifestations of discrimination and second rate treatment of the service
sector of the economy have served to perpetuate what Lewis calls the
'antl service myth's. He believes that services in some ways are still

not treated as valid forms of wealth,
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Since the second world war, Ireland has become a service economy both in

terms of output and employment., Services have become the largest sector
of the economyg. The shift towards service economies has been a feature

of many economically developed countries in recent years. Fuchs 196810

commenting on the US economy stated:

"The United States is now pioneering in a new state of economic
development. During the period following world war II, the country
became the world's first service economy - that is the first nation

in which more than half of the employed population is not involved

in the production of food, clothing, houses, automobiles or other

tangible goods".

Smith 1972 similarly wrote of the UK economy:

"If transport is included in the service sector, by 1966 the United
Kingdom just about qualified for addition to the exclusive club of

service economies, since services claimed, for the first time, half
of the labour force. Working on the basis of full time equivalents,

the proportion of the labour force in services was slightly less
than.halfll.

Research Findings

Fuchs 196812 considers that the service sector of the economy is
viewed as the "stepchild of economic research", while Smith A.D.
197313 argues that contemporary economic theories and statistics are
biased in their treatment of services: services according to Smithl4
should be legitimised and seen as valid funds of wealth in order to
dispel the damaging myth of their non-productive character. Smith
197215 and Cogan 197916 {dentified weaknesses in the statistical

treatment of services as far as the measurement and interpretation

of service output changes are conceived. Heillbroner 197717 suggests
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that the more general implications of the service economy are not fully
understood, for example, the increased vulnerabllity of the economy to
labour disruption., This he feels, in a manufacturing area, is cushioned

by inventories which would suffice if the margin of safety 1f reduced.
He further argues that in such circumstances, the growth of services
increases the possibility of government interference in the market

mechanism in order to maintain what the government would consider
essential services. Gersuny and Rosengren 197313, feel that the shifting

of large segments of the working population into service occupations has

largely been addressed by sociologists. Kotler 1984 regards as one of

the major developments in America, the phenomenal growth of service

industries. Service businesses now provide 73% of the payroll jobs of

the US non farm workforce, West Germany has 41X of 1its workforce in the
(See Table 2)

TABLE 2

service sector and Italy 35%19.

CIVILIAN EMPLOYMENT IN INDUSTRY AND SERVICES -
MARKET ECONOMIES. 1981-1986 (1980 = 10(
1981 1982 1983 1984 19HS  19HH
7" Canada C .

industry 101.9 924 89.7 93.1 944 965

services 103.2 102.7 104.7 107.1 1109 1145
France

industry 97.2 955 933 900 87.2 -

services 100.7 102.6 104.4 105.4 106.8 -
Federal Republic

of Germany

industry 97.7 94.2 911 902 90.1 909

services 100.7 100.4 100.5 101.5 103.0 104.6
Italy

industry 994 978 955 915 B89.6 886

services 1029 105.5 107.8 112.7 1165 118.9
Japan

industry 100.7 100.5 101.9 102.7 103.5 103.2

services 101.7 104.1 1069 108.1 109.0 111.2
Nornway

industry 98.1 976 939 952 956 0976

services 1009 1029 106.7 107.7 110.7 114.5
Spain

industry 949 909 90.2 84t 833 874

services 100.4 102.4 1043 1020 106.0 1125
Sweden

inclustry 07.1 93.7 92.7 93.0 942 943

scrvices 101.3 1029 103.8 105.2 106.7 106.4
Switzerland

industry 100,8 97.9 947 94.1 951 95.9

services 102.0 103.0 103.1 103.2 104.2 105.3
United Kingdom

industry 91.3 870 832 828 827 813

SCIViCes 098.9 99.3 993 102.7 105.0 107.3
United States

inclustry 99.6 93.2 932 986 99.1 100.]

SCrVices 101.9 1034 10385 1094 11T (o

Source;

OECD Quarterly Labour Force Scatistics




1.2 TOWARDS A DEFINITIO
L. Berry 1984420 describes:

"eseoesesd good is an object, a devise, a thing. A service is
a deed, a performance, an effort, it 1s whether the essence
of what 1s being bought, is tangible or intangible that

determines its classification as a good or a service. In

fact the word 'service' is most usually associated with
'intangible'".

The American Marketing Association's definition of services
describes them as "activities, benefits or satisfactions which are

offered for sale, or are provided in connection with the sale of
goods". Thils definition has been used for a number of years though
its chief weakness is that it does not discriminate sufficiently
between goods and services. Goods, too, are presumably offered for

sale because they provide benefits and satisfaction,

Various refinements of the American Marketing Association's
definition by Stanton 198121, Kotler 198222, Gronroos 197823 and

others have been suggested. Kotler?® defines a service as:

"any activity or benefit that one party can offer to another
that is essentially intangible and does not result in the
ownership of anything, its production may or may not be tied
to a physical product".

The other current definitions share an emphasis, directly or
indirectly, upon the essential intangible nature of the service.
This quality of intangibility is central to another approach to

service definition which focuses on the distinctive characteristics.



l1.2.1

Characteristics of Services

A number of characteristics have been proposed to help distinguish

between goods and services. The more commonly used ones are:-

1. Intangibility

2. Inseparability
3. Heterogeneity

4. Perishability

5. Ownership

l1.2.2 Intangibility

With intangibility as the criterion, as imperfect as this may be, one
The 1list is

long; life assurance, real estate, transportation, communications,

can sort out which businesses can be service businesses.

utilities, wholesaling trade, retail trade, all levels of government
employment, education, health, professional services, personal
services, food and lodging and many others. Some of these services do
produce tangible output such as newspapers or food, and goods producing
businesses, manufacturing, construction requires service activities
such as clerical work and guard duty, but the emphasis is what Berry
terms "the essence of what is being bought“25 and suggests basic
elements of what he regards as the basic element of a strategic service

vision. He also discusses basic and integrative elements of a

strateglic service vision (see Tables 3 and 4).

TABLE 3
BASIC ELEMENTS OF A STRATEGIC SERVICE VISION

Source:

“Managing in the Service Economy" James L.

Free Press, Y 1987
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TABLE 4

BASIC AND INTEGRATIVE ELEMENTS OF A STRATEGIC SERVICE VISION
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Source: "Managing in the Service Economy"” James L. Heskett, The
Free Press, NY 1987

In his book he says Carrefour a large supermarket chain in France

developed an operating strategy that amounted to growth with its
suppliers money. Levitt 198726 focuses on the greater impact US
corporations have selling 'Big Macs' or computer software - services
rather than cars and VCR products, Shostack 197727 considers that
service marketing to be effective and successful, requires a
more-opposite view of conventional "product practices". She
presents several market inspired thoughts towards the development of
new marketing concepts, and the evolution of relevant service

marketing principles. She proposes a molecular entity approach (see
Figure 1).



- 1] -

Automobiles

Distnbution
Price

Markering positioning Ma.rk.lting positioning
(weighted towards endaencs) (werghted towards umage)

Key

O Sangpbie ciements
sy

' .‘ L L
{ Intanqible eicmencs

Source: G.L. Shostack, "Breaking Free from Product Marketing”.
Journal of Marketing, Vol 41, No 2, April 1977, p.77

D.W. Cowell 198528 argues -

1. That many managers operating in various kinds of service
organisations have shown great interest in the relevance and

applicability of marketing ideas to their particular field.

2. That as competition intensifies in many parts of the service
sector; as managers with marketing experience from outside the
service sector switch jobs into it; as attempts are made by many
hard pressed service organisations to maintain and improve
quality under resource constraints; as ethical and legal
barriers are eroded; as these and other influences take effect,
they will encourage the extension of marketing ideas and

practices much more in the service sector.

Services are essentially intangible. It is often not possible to
taste, feel, see, hear or smell services before they are purchased.

Opinions and attitudes may be sought beforehand, a repeat purchase may
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rely upon previous experience, the customer may be given something
tangible to represent the service, but ultimately the purchase of a
service is the purchase of something intangible. Refinements of the
notion of intangibility have been suggested by Wilson 197229, Bateson
197730, Rathmell 196631 and others. These lightly suggest that the
goods/service continuum can be represented as tangible, intangible,
dominant, continual., It is stated in the work of Shostack 197732 wthe
continuum idea emphasises that most products are combinations of
elements or attributes which are linked. There are few pure products

and pure services".

Shostack>3 suggests that marketing entities are combinations of
discrete elements, tangible and intangible. A molecular model

provides a way of visualising and of managing a closer market entity.
It can show the elements making up a product, the inter-~relationships
between them, and the dominance of goods or services tangible or

intangible in an offer.

Figure 2 is a simplified example to demonstrate her notion of a

product entity.

FIGURE 2

Salt ¢ & drinks
Automobiles

Intangbie
dominans

Tanpble
dominant Fast-food Air&ms Consulting

Advertuing

sgencies [nvestment

management Teaching

Source: G.L., Shostack, ibid., p.76
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llere airlines and motor cars are divided according to some of their
major attributes. The two products are different in nuclei and they
also differ in dominance. Airlines are more intangible dominant,
they have no ownership of a tangible good, airline travel cannot be
physically possessed only experienced, the inherent benefit is a

service. On the other hand, a car is more tangible dominant, a car
can be physically possessed albeit the benefit it ylelds is a service

too,

Inseparability

Services often cannot be separated from the person of the seller. A
corollory of this is that the creation or performance of the service

may occur at the same time as full or partial consumption of it.
Goods are purchased, sold and consumed, whereas services are sold and
then produced and consumed. The inseparability of creation and
performance of certain kinds of services applies particularly to some
personal services, for example, dental or medical treatment;
professional services. Figure 3 shows the relationship between

production, marketing and consumption for goods and services.

FIGURE 3

Sermces
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.- Productios
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Chin Buyersciler
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Source: J.M. Rathmell, Marketing {n the Service Sector, Winthrop,
1974, p.7
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[je;erogeneity

It 1s often difficult to achieve standardisation in the output of

certain services. The standard of a service in terms of its
conformity to what may be prescribed by the seller may depend on who
provides the service or when it is provided. So even though standard
systems may be used to handle a flight reservation, book in a car for
service, or quote for life assurance. Each unit of service may
differ from other units. Franchise operations attempt to ensure

standards of conformity but ultimately with services, it is difficult
to ensure the same level of quality of output as it may be with
goods. From the customer's viewpoint too, it is often difficult to

Judge the quality in advance of purchase.

Perishability

Services are perishable and cannot be stored. Spare seats on a
package tour or an empty hotel room represents capacity lost forever
if they are not consumed when they are available at any point in
time. In addition, considering fluctuating demand patterns may apply
to some services which aggravate this perishability feature further.
Key marketing decisions in service organisations relate to what
service levels they will provide and how they will respond in times
of low and excessive usage, for example, food differential pricing,

special promotions.

Ownership

Lack of ownership is the basic difference between a service and a
good. With a service a customer may only have access to or use of a
facility, for example, hotel room. Payment is usually for the use
of, access to, or hire of items. With the sale of a good, barring
restrictions imposed by say a hire purchase scheme, the buyer has

full use of the product. One exception is selling under reservation

of title (Romalpa Case) which is a recent development34.
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A summary of these characterists of services is shown in Table S,
Also shown are some implications of these characteristics and
suggested means of overcoming the problems posed. There is still
some difference of opinion on whether some of these characteristics
do help to discriminate between goods and services, for example,
Wyckham et al. 197532 provides cogent arguments why intangibility,
heterogeneity, and perishability at least are not themselves
sufficiently discriminating. They believe there are too many
exceptions to their use for services alone and believe that what 1is
required is not a simple product/service scheme differentiating on
the basis of the characteristics of the offer itself, but a more

complex taxonomy of offerings which differentiates on the basis of
product/service characteristics and market characteristics. The
criticism is valid for another approach used to define services, that

based on functional differences.

TABLE 5

SOME _CONSTRAINTS ON THE MANAGEMENT OF SERVICES AND WAYS
OF OVERCOMING THEM

Charactenstics
of service Some implications Some means of overcoming characterstics
Intangibility Sampling difficult. Focus on benefits.
Places strain on promotional element of Increase tangibility of service {(e.g. physical
marketing mix. representations of it).
No patents possible. Use brand names.
Difficult to judge price and quality in Use personalities tO personalize service.
advance. Develop reputation.
Inseparability Requires presence of producer. Learn to work in larger groups.
Direct sale. Work faster.
Limited scale of operations. ) Train more competent service providers.
Heterogeneity Standard depends upon who and when Careful personnel selection and training.
provided. Ensure standards are monitored.
Difficult to assure quality. Pre-package service.
Mechanise and industrialize for qualhty
control.
Emphasize bespoke features.
Perishability Cannot be stored. Better match between supply and demand
Problems with demand fluctuation. (8.g. price reductions off peak).
Ownership Customer has access to but not ownership of  Stress advantages of non-ownership (e.Q.
activity or taciity. easier payment systems).

Source: "Services Marketing” C.H. Lovelock ed., Prentice-Hall 1984
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FUNCTIONAL DIFFERENCES

This approach contrast services marketing with goods marketing.

Typical generalisations made about services marketing are that:

- Services cannot be stocked

- Services cannot be patented

- Service channels are usually short

- Services cannot be sampled

- Services standards cannot be precise36

The difficulty with this approach is the problem in defining
functional services which accurately and precisely limit the

differences between goods and services. Like the characteristics of

services approach, a number of exceptions to the general principles

exist.

1.3.1 Classification of Services

The elusiveness of a widely accepted definition of services
has not prevented the development of a variety of schemes

which classify services. Many of the classification schemes
used in services marketing are derived from those used in
goods marketing. Also many services classifications schemes
are based on assumptions about what is or i1s not a service.

The more common ways of classifying services are shown in
Table 837,

Seller-related bases of classification include whether the
enterprise is private or public; profit motivated; or non
profit motivated. The function of the enterprise performed
may also be a basis for classifications as maybe how income
is derived. Buyer-related bases of classification includes
market typologies, ways the service is bought, and motives
for purchase. Service related bases of classification

include the form of service provided, whether based on
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people or equipment used, and the levels of personal contact
involved38, There is no one classification which applies in all

cases for a particular service. Thus, for example, a hotel may
serve different markets, for example, consumer and industrial,

may offer highly personal as well as highly standardised

services, and consumer motives for purchase and use may be
varied.

TABLE 6

SOME _CURRENT WAYS OF CLASSIFYING SERVICES

Naturs of encerpnise Funcnions pertormed Income source

Communicauon
Consuicing Denved from market

Educacional Markst pius donations

Private, for profic
Privace. non-protic

Pubiic, for profit

Financial Donations oniv
Public, non-profic

Healen Taxation
insurancs

Buyer reigred bases

Wav in which semnce
Market type bougnt Mouaves

Instrumencal, i.e.
means to an end

Conveniencs service

Shopping service

Consumer market
Iadustnal market

Specialicv servics

Unsougnt sernce

Government market

Agricultural market

Sxpressive, L.¢.
an end in stself

Sernce reiated bases

Service form Human ot machine based H:gn ot low contacs

Uniform semice Haoman “"“"‘:dm“' Figh contact sernce
Bespoke sarvice Machune cencr Low contact service
service

Source: “Services Marketing®” C.H. Lovelock ed. Prentice-Hall 1984

The benefits of classification schemes are that they act as the first
step in obtaining an understanding of the ways in which markets
operate. Certainly when undertaken from a consumer viewpoint,

valuable insights may be gained into consumers' reasons



for making a purchase and the way in which products are bought. This
kind of information is in turn helpful in developing marketing
strateglies for services and in evaluating current strategies and
tactics in use. What all of the above schemes reflect, however, is
the search which is going on to try to delimit the boundaries of

services marketing as a separately identifiable field for marketing
theory and practice. It is only in recent years that much attention

has been given to marketing services as a separate and distinctive

area. It would be erroneous to suggest that marketing services is

somehow fundamentally different from marketing products.,

As Levitt 197237 suggested, there is no such thing as service
industries, there are only industries where service components are
greater or less than those of other industries, everybody is in
service., This goes to the heart of the matter - from a marketing
viewpoint, both goods and services provide benefits and
satisfactions, both goods and services are products, the same
principles and concept of marketing are of relevance to both fields.
As Baker 19760 says, "The same sequence of market research,
product/service planning development, pricing, promotion,

distribution, sale and after-sale service would seem to be equally

appropriate to all marketing situations". What is significant about

services, where they are the main object being marketed, is the

relative dominance of intangible attributes in the makeup of the
service product".

Services are a special kind of product so the differences are not

fundamental, they are classificatory and no one classification suits
all ends. What differences there are, are differences of degree and
of emphasis, just as there are differences of degree and emphasis
between consumer marketing and marketing to organisations. What is
required in service marketing is more attention to the adaptations
which may be required to general marketing principles and practices,
as core products being marketed are essentially intangible rather
than tangible.
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GENERIC DIFFERENCES BETWEEN GOODS_AND SERVICES

Five generic differences can be identified that separate goods from
services marketing. These involve the nature of the product itself,

how that product is created, the marketer's ability (or inability) to
stockpile the product, the nature of the distribution channels for the

product, and the relative ease of determining costs for pricing

purposes.,

l.4.1 Nature of the Product

"A good", writes Berry (1980)41 "is an object, a device, a
thing; a service is a deed, a performance, an effort".
Admittedly, goods are sometimes an integral part of a
particular service, especially where rentals are concerned.
But even in such an explicitly goods-oriented service as the
car-rental business, the relevant product attributes extend
far beyond those normally associated with owning one's own
car, including such elements as pick-up and drop-off
locations (often in different cities), inclusive insurance,
maintenance, free connecting airport shuttle buses,
long-distance reservations, and speedy, courteous customer

contact personnel.

From the customer's perspective, three distinctive
characteristics of most service products are: their
ephemeral, experiential nature; the emphasis on time as a
unit of consumption; and the fact that people - both service

employees and other customers - are often part and parcel of
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the service product. As we shall see, the relative importance of
these characteristics varies according to whether the target of the

service is the customer in person or the customer's possessions.

Different Production Methods

Producing a service typically involves assembling and delivering the
output of a mix of physical facilities and mental or physical labour.
Sometimes the customers' role is relatively passive, more often they
are actually involved in helping create the service product. These
factors make it hard for service organisations to control quality and
to offer customers a consistent product. As a former packaged goods
marketer, turned hotel marketer, observed: "We can't control the
quality of our product as well as a P&G control engineer on a
production line can... When you buy a box of Tide, you can reasonably
be 99 and 44/100% sure that this stuff will work to get your clothes
clean. When you buy a Holiday Inn room, you're sure at some lesser
percentage that it will work to give you a good night's sleep without
any hassle, or people banging on the walls, and all the bad things
that can happen in a Hotel"42 (Knisely, 1979a)

No Inventories for Services

Because a service is a deed or performance, rather than a tangible

item, it cannot be inventoried43. of course, the necessary equipment,

facilities, and labour can be held in readiness to create the service,
but these simply represent productive capacity, not the product
itself. Unused capacity in a service organisation is rather llke a
running tap in a sink with no plug. The flow is wasted unless
customers (or possessions requiring servicing) are present to receive
it. As a result, service marketers must work to smooth demand levels

to match capacity.
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ack of Physical Distribution Channels for Most Services

The marketer's task in manufacturing firms includes developing
distribution strategies for physically moving the product from the
factory to the customer. Typically, this involves the use of one or
more intermediaries. Because services delivered to the person of the
customer are consumed as they are produced, the service factory,
retail outlet, and consumption point are often one and the same.
Hence distribution strategies in service organisations emphasise the

scheduling of service delivery as much as the locations. And unlike
manufacturers, most service organisations have direct control over the
service delivery outlet, either through outright ownership or tightly

written franchise agreement944.

However, physical distribution channels do exist for certain services
performed on customers' goods. Examples include film processing,
off-site equipment repair and maintenance, certain specialty cleaning
services, and so forth. But these instances - involving drop-off at a
convenient retail location, and shipment to a plant where the
necessary servicing is done - are the exception rather than the rule

in the service sector.
Avajilability of Electronic Distribution Channels for Some Services

A rapldly growing approach to service distribution is through
electronic distribution channels. Physical goods and people cannot
yet be 'teleported', as science fiction writers predict that some day
they will. But services directed at the customer's mind - such as
advice, education, entertainment, and information - can be
telecommunicated through such channels as radio, television, the
telephone, telecopying, or microwave relays. Moreover, the use of
remote printers, video recorders, and telecopiers even makes it
possible for such services to produce a hard copy at the receiving end
- the closest we have yet come to 'teleportation'. Services directed

at the customer's intangible assets - such as banking, insurance, and
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stockbroking - can also be distributed, faster than a speeding bullet,
through telephone-based authorisations or automated electronic

transmission systems.

Theatres, hotels and transportation operators have long used travel

and ticket agencies as intermediaries to handle enquiries,

reservations, and ticket sales. Telecommunications now make it
possible to deliver certain service products through independent
retail intermediaries. One example is the availability in some cities

of on-line banking services at supermarkets and department stores
(Merliss and Lovelock, 1980)4°, A second is the ability of libraries
to sell on-line, computerised information services connected to data
banks thousands of miles away. While marketing managers in such

organisations face such traditional distribution problems as selecting
outlets and determining commission structures (see, for instance,
Davis and Star, 1977)46, they have some novel advantages over their
manufacturing industry counterparts. Demand can be smoothed by use of
variable, time-of-day pricing: supplies can be cut off instantly as an
extreme form of sanction; and new products can be made available

spontaneously at many different locations, since there are no lengthy
'pipelines' to fill.

Determining Costs for Pricing Purposes

Relative to manufacturing firms, it is much more difficult for service
businesses to determine which fixed and operating costs are associated
with which products - especially when several services are being
produced concurrently by the same organisation (Dearden, 1978)47. If
a marketer does not know the average cost of producing a unit of

service, it is hard to determine what the selling price should be.

The variable cost of selling one additional unit of service (e.g. an
extra seat on an aircraft, an extra room in a hotel) is often

minimal. Since demand may fluctuate widely by time of day (or week,
or season), this gives service marketers much greater flexibility than
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goods marketers to offer similar products at different prices to
different market segments. The challenge is to ensure that the
weighted average of all prices charged exceeds the average costs, thus
looping the problem back to the tasks of cost determination and

allocation.

Taken as a broad product class, services are distinguished from goods
by several generic differences that have important implications for
marketing management. Services are not homogeneous, of course; there
are many different types (Lovelock 1980)43. Yet although the generic
differences described above may be more or less pronounced for a
specific type of service, and although some goods may share certain
features with some services, these generic differences will continue

to require distinctions in marketing practice between the

manufacturing and service sectors.

Contextual Differences Between Goods and Services Marketing

Service marketers whose previous job was in the manufacturing sector -
and particularly those who came from consumer packaged goods - often
note sharp differences between their current and previous working
environments. These differences presently include a narrow definition
of marketing by other managers, limited appreciation for marketing
skills, a different organisational structure, and a relative lack of
competitive data. In addition, many service industries are
experiencing a loosening of both government regulations and
professional restrictions on management practices, with important
strategic implications for marketing. Finally, there are special
constraints and opportunities facing marketers in public and nonprofit

organisations.

ition of Market

e

Professional marketing management is still relatively new to the
service sector. Many service industry executives, who tend to be
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operations oriented, still define marketing as simply advertising and
public relations; others extend this definition only as far as sales
and market research. Decisions in such areas as new product
development, retail site location, pricing, and product line policy
have traditionally been excluded from marketing's domain in the
service sector. This situation is changing, but many service
organisations still have a long way to go before they can be said to
have adopted the marketing concept and implemented it across a broad

range of managerial activities.

Lack of Appreciation for Marketing Skills

The comedian, Rodney Dangerfield, whose perennial complaint is that "I
don't get no respect"”, would probably feel very much at home as a
marketing manager in most service firms. Knisely (1979b)49 records an
interview with a Lever Bros executive who had spent some time as a
senlor marketing manager in a large service organisation; the latter
observed; "You feel less loved and less needed. In a service company
which has perhaps been built on skills and disciplines that have not
included large doses of marketing, you're selling - you're saying

"listen to me" as opposed to "tell me, tell me".

Limited appreciation for marketing skills among other managers makes
the service marketer's job just that much more difficult. Lack of
clout limits his/her ability to win acceptance of new strategles -
particularly 1f they require deviation from current practice, it may

also constrain the amount of resources allocated to marketing.

Different Organisatjonal Structures

As noted by Lovelock et al. (1981)50, service organisations frequently
include a general management-type position at both corporate and field
levels., Example of the latter would be a branch bank manager, &

station manager for an airline or trucking company, or the general

manager of a hotel.
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These 'field general managers' who usually report to operations, are
engaged in marketing management tasks whether they recognise them as

such or not. In particular, they are usually responsible for managing

service personnel in regular contact with customers.

As noted earlier, service organisations generally control service
outlets, the service equivalent of a retail store. But much of this
benefit is lost if the 'store' is not run in a way that balances

marketing considerations against operational ones. This means that

marketing managers at the corporate level must either develop an
organisational structure, such as a matrix, that provides them with
access to customer contact personnel, or they must ensure that 'field
general managers' possess marketing skills and are rewarded for good
marketing practice. As noted by Czepiel (1980)51 most service
businesses have some distance to travel before they achieve an
organisational structure that integrates marketing and operations in

ways calculated to deliver consistently high levels of service quality

and customer satisfaction.

Lack of Data on Competitive Performance

One of the differences felt most keenly by consumer goods marketers
who have moved to the service sector 1s the lack of market data on
their "brands". In many packaged goods businesses, historical data is

available on brand performance extending back for many years; and
detailed new Nielsen reports (or other retail audits) are published at

regular intervals. However, in most service industries, as one bank

marketing executive complained to Knisely (1979)52 "there is an almost
complete lack of historical competitive data....Therefore, the product
manager and his (advertising) agency are not able to monitor the

results of their marketing efforts as tightly".

Because service organisations rarely allow third parties to sell their
products to customers, development of an independent retail audit
similar to Nielsen would be difficult (Ticket sales through travel
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agencies probably do not constitute a representative cross-section of
the total sales base). Many service businesses - from colleges to
hotels - share sales information with similar intitutions, but there
i1s always the problem that some organisations may decline to
participate or else supply deliberately biased information. And

although some regulated industries are obliged to supply customer

usage data to state or federal agencies, such data is usually highly

aggregated for publication purposes.

Impact of Government Regulation and Deregulation

Many service industries have traditionally been highly regulated in
the United States. Regulatory agencies have mandated price levels,
constrained distribution stategies by limiting transportation route
structures and banking service areas, and, in some instances,
perscribed product attributes. Additionally, self-imposed
'‘'professional ethics' have prohibited or restricted advertising in

such flelds as health care and the law.

Since the late 1970s there has been a trend toward complete or partial
federal deregulation in several major service industries in the United
States”3, Changes in the regulatory environment are taking place at
the state level, too. Meantime, the Federal Trade Commission has
achieved removal or relaxation of bans on advertising in certain
professional service industries. These moves have frequently served

to stimulate competition and to unfetter such key strategic elements
as pricing, distribution, and advertising. As a result of

deregulation, marketing will undoubtedly assume greater importance as

a management activity in the industries in question.
Constraints and Opportunities for Nonbusiness Marketers

The past decade has seen greater application of marketing to public
and nonprofit services. But marketers need to be aware of the special

context in which those services operate. In the public sector,
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priorities are often established externally by politicians, not
management. Externally imposed constraints may include limiting the
use of advertising, confining service delivery within established

political boundaries, mandating service to 'uneconomic' segments,

establishing pricing policies, and even defining specific product
attributes. Nonprofit marketers, meantime, may have to defer to the

wishes of volunteer boards (Selby 1978)54 and make compromises to

retain the support of important donors.

On the other hand, many public and non profit services can be offered
at prices well below the full costs of producing them; some are even
offered free of charge. Free advertising time and space may be

avallable in the form of publc service announcements. And volunteers

may offer their services free of charge for such marketing-relating

tasks as personal selling and customer-contact at the point of service
delivery.

The context within which many service marketers must work is often
sharply different from that facing their counterparts in the
manufacturing sector (especially in consumer packaged goods firms,

where marketing expertise has achieved a high level of sophistication).

But as service businesses become more familiar with the contributions
that marketing management can make, there will be greater acceptance
of this function. This, in turn, will facilitate development of new

organisational structures that give marketing a more equal status with

operations in managaging the business. Greater competition in service
markets will spur efforts to develop more detailed, reliable market

data. Finally, public and nonprofit service organisations, faced with
greater financial stringency in the years ahead, are likely to develop
more market-oriented operating strategies than they have historically,
and to charge prices which reflect a higher proportion of total costs.
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Reflecting the generic differences between goods and services, in the

life of a service marketer. Lovelock55 examined some of the many

roles played by service marketers - using the term 'marketers' in 1its

broadest sense to include all service managers with responsibilities
that include managing customer relationships.

1.5.1

The Service Manager as Admissjions Director

With a few expections, usually confined to potentially
dangerous products, the only qualification required of an
adult wishing to buy a specific good is the ability to pay
for it. By contrast, service marketers are much more likely
to screen their customers against nonfinancial criteria
before agreeing to sell their products. Since the customer
is often part of the product and in close contact with
service personnel, it may be very important for service

businesses to ask "which types of customers will we agree to
serve?"SG.

In higher education, would-be college students must apply for

admission to the college of their choice, and may be rejected
if they fail to meet certain minimum aptitude standards laid
down by the institution. Other types of services may or may

not have a formal admissions process, yet they still employ
screening procedures. The hospitality industry, for

instance, recognises that for any one customer, other guests
are part of the product experience. Hence a service manager
must ask "How will the appearance and behaviour of different
types of customers affect the nature of the product
experience? Should we set explicit (or implicit) standards
and discourage patronage by those who fail to meet them?"
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The proprietors of professional practices are often as concerned with
the psychic satisfaction they obtain from their job as with the

financial income they obtain. Once business exceeds a certain volume,

they may start to become very selective about which jobs they accept,
seeking to focus on those projects that will be challenging and

satlsfying; they may prefer more leisure time to obtaining additional
income from a boring project.

The strategic questions here for service mareters are How do we

attract the customers we want when we want them? and what procedures

do we employ for evaluating prospective customers and tactfully

screening out those whose business fails to meet our criteria?

In some instances, acceptance of a customer results in a long term

relationship during the course of which numerous transactions take

place. This results in an important role for:

1.5.2 The Service Marketer as Club Secretary

Many service businesses have much in common with clubs. You have to
'Join’' them before you may use their services. Using almost any form
of public utility requires a formal turning on of the supply
and(usually) paying a predefined, monthly subscription. To use most
bank services requires that you first open an account. Although
credit-worthiness is frequently a necessary criterion for admission to
'‘'membership' in a service organisation, other criteria may include
possession of specific types or models of physical equipment,
residence within defined political boundaries, evidence of
intellectual aptitude, attainment of a certain age, and even personal

chemistry between marketer and customer.

"Membership" can also be de facto rather than de jure. Regular users
of a specific service outlet can often obtain preferential treatment

over casual, one-time customers, reflecting personal recognition by

the service provider.
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The service manager's role as club secretary requires attention to

such tasks as:

1, setting monthly dues and supplementary fees.
2. admission procedures.
3. membership rights and privileges (these may have to be

spelled out in contractual form in some instances)

4, publication of the 'club newsletter' (unlike many goods
marketers, service marketers are much more likely to know
their customers' names and addresses for billing and legal
purposes, this greatly faclilitates use of direct mail
promotions, which can be included with the periodic financial

statements sent to 'members').

Finally, there must be established procedures for updating membership
lists and handling resignations and terminations. This leads us to

the role of:

The Marketer as Police Officer

Because customers are frequently involved in the service production
process and often interact with other customers, service marketers may
have to lay down formal rules for customer behaviour. Sometimes such
rules are required by law for safety purposes (consider how tightly
your behaviour is prescribed every time you take a commercial airline
flight) at other times they are laid down by the service organisation
and relate to such behaviours as form of dress (e.g. restaurants,
sailing schools), level of permitted noise (e.g. hotels), physical
activity (e.g. health care), accurate completion of documents (e.g.

banking), and avoidance of dangerous or inconsiderate activities (e.g.

smoking in a nonsmoking area).
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This raises the problem of how to get customers to conform to the
desired standards, how to enforce behaviour when exhortation fails,

and how to discipline disobedient customers.

When violations are nonlegal in nature, a mixture of tact and firmness
may be needed to achieve the desired effect without generating bad

feelings and even an embarrassing 'scene'. If worse comes to worst,
the disobedient customer can be escorted to the door. In practice,
the marketer's role as police officer can be made much easier by

effective implementation of the role of:
e Service Marketer as Teacher

All but the simplest physical goods are accompanied by a set of
instructions describing how to use the product. Pound for pound
services tend to be much more complex for first-time purchasers to buy
and use than are goods. Compare using the bus system in a new city -
perhaps a 50 pence purchase - with buying and using a new brand of
soap (or soft drink). And compare buying a room and breakfast at a
hotel - perhaps a £50 purchase - with buying and using a common
household appliance of similar value., As a broad generalization, the
service purchase and usage process is considerably the more complex of
the two. Typically it involves a sequence of steps, each of which
must be successfully negotiated (usually in the presence of other

people) before proceeding to the next.

Customers who fail to use a physical good correctly seldom cause

problems for other users of the same product (car drivers are an
exception). But customers who misuse a service product may also
interfere with the smooth running of the service operation, delay
service personnel, and irritate other customers who are seeking
service at the same time. This places a great premium on effective
education of customers, through printed materials, retail signage, and

assistance from customer contact personnel.
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The information to be transmitted may include instructions on where
and when to seek the service, what operating procedures to follow, how

to identify and interact with customer service personnel, how to
tender payment, how to dress, how to interact with other customers,

and what to do (and what not to do) if problems arise.

Contributing to the need for effective education is the fact that the
customer is frequently participating in a carefully stage-managed
process, designed to achieve both operational efficlencies and

creation of a desirable atmosphere. This, in turn, emphasises the

role of:-

[he Service Marketer as Dramatist and Choreographer

Among the tasks faced by many service organisations are designing the
service setting and costuming the service personnel; employee uniforms
may be necessary not only for practical purposes, but also to simplify
customer recognition of relevant personnel. When customers arrive at
the service outlet, they may be left to find their own way:
alternatively their progress may be carefully stage-managed. Service
personnel often have a prepared script to deliver to customers,
perhaps combining an introductory welcome with some information about
how to use the service itself and some discreetly phrased guidelines

concerning required or desired behaviour.

The delivery of the core service is sometimes carefully choreographed,
especially in more complex services that involve the presence of
several specialist personnel, require co-operative behaviour from
customers, and employ a carefully sequenced delivery system. Examples

range from good restaurants, to airlines, to dentists' offices.

Customer complaints tend to be more frequent and more emotional in
service businesses, because quality control is harder to maintain and
the customer is usually more immediately involved. Effective handling

of such complaints is an important marketing rask because, if done
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well, considerable goodwill may result, whereas if done badly the
outcome may be permanent disaffection on the customer's part. Either

outcome is likely to result in word-of-mouth advertising, the one

positive and the other negative.

The final opportunity for theatrical action in the service transaction
might be described as ringing down the curtain - closing out a
specific customer contact in ways that leave good feelings on both

sides and increase the likelihood of repeat usage.

The Service Marketer as Demand Engineer

Demand levels, as we have noted, often vary widely over time in a

service business. Yet without warehouses to store the product, how

can service managers bring supply and demand into balance?

Although supply cannot be inventoried, there may be opportunities for
operations managers to adjust capacity levels and for marketing
managers to smooth demand levels (Sasser, 1976)57. Successful demand
management requires increasing demand in slack periods and decreasing
demand on occasions when it would otherwise exceed capacity. It may
entall such strategies as product enhancement in off-peak periods,

selective pricing, and use of communications for both informational

and persuasive purposes.

Another strategy is to inventory demand at times when it exceeds
capacity., The service firm's ability to do this depends in part on
the target of the service; 1t is difficult to keep people waiting in
line for long unless a truly exceptional service is being offered.

But if the target of the service is one of the customer's assets (such
as an appliance to be repaired), then that item can be put in a
holding area for days or even weeks. An alternative is to introduce a
reservations system that establishes a mutually agreed time when the
customer shall receive the service (or deliver a possession to be
serviced). These may sound like operational procedures; the
marketing task consists in designing and promoting them to be

acceptable to customers.
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and Produce

as Manufacture

ete

he Service Maj

Those who create the service product are often perceived by
customers as part of the product. The higher their level of

contact with customers, the more likely they are to be

evaluated by customers as an attribute of the service. From
an operational perspective, flight attendants are a much less

important aspect of the airline product than flight crew and
mechanics; but the marketing role played by the former is

usually much more significant, since they are in much closer

contact with customers.

The salesforce and the production team are sometimes one and
the same in service organisations - particularly in
professional service firms such as consultants,
Unfortunately, the fact that they are good service

manufacturers does not necessarily make them convincing

salespeople.

For some personal services, there is a veritable "service
trinity", with a single individual running the service
operation, seeking to market the service, and being equated
by customers with the product. Few people have the skills to

play all three roles successfully; marketing specialists can

help such service professionals to understand the customer's

viewpoint better and to develop an effective outreach

strategy.

See Figures 4 and 5 overleaf.
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FIGURE 4

YIQUE SERVICE FEATURES AND RESULTING MARKETING PROBLEMS
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communicate services.
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{1978)
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1. Consumer invoived in production. Booms and Nyquist {1981)
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services difficult,
M
Heterogene:ty 1. Standardization snd quality control Berry (1980}, Booms and Bitner (1981)
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Source: Journal of Marketing, Spring 1985%

FIGURE 5
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tation). This strategy is the opposite of Customization.
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.-.-“-_‘

- 36 -

The fundamental difference universally cited by authors (e.g. Bateson
197798 Berry 1980°9: Lovelock 198160: Rathmell 196651 1974: Shostack

197762) is intangibility. Because services are performances, rather
than objects, they cannot be seen, felt, tasted, or touched in the
same manner in which goods can be sensed. Intangibility, according to
Bateson 197993 1is the critical goods-services distinction from which

all other differences emerge.

Inseparability of production and consumption involves the simultaneous
production and consumption which characterises most services. Whereas
goods are first produced, then sold and then consumed, services are
first sold, then produced and consumed simultaneously (Regan 1963)64.
Since the customer must be present during the production of many
services (hair cuts, airplane trips), inseparability "forces the buyer
into intimate contact with the production process". (Carmen and
Langeard 1980)65. Inseparability also means that the producer and the
seller are the same entity, making only direct distribution possible
in most cases (Upah 1980)66 and causing marketing and production to be

highly interactive (Gronroos 1978)67.

Heterogeneity concerns the potential for high variability in the
performance of services. The quality and essence of a service (a
medical examination, car rental, restaurant meal) can vary from

producer to producer, from customer to customer, and from day to day.

Heterogeneity in service output is a particular problem for labour

intensive services. "Many different employees may be in contact with
an individual customer, raising a problem of consistency of behaviour
(Langeard et al, 1981, p.16)63. Service performance from the same

individual may also differ: "People's performance day in and day out
fluctuates up and down. The level of consistency that you can count

on and try to communicate to the consumer is not a certain thing".
(Knisely 1979)69,
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Perishability means that services cannot be saved (Bessom and Jackson
197570, Thomas 1978)71. Motel rooms not occupled, airline seals not:
purchased, and telephone line capacity not used cannot be reclaimed.

Because services are performances that cannot be stored, service

businesses frequently find it difficult to synchronize supply and
demand. Sometimes too much demand exists (a popular restaurant on a
Saturday night) and sometimes too little demand exists (an income tax
service in the summer).

GURE

REFERENCES LISTING UNIQUE CHARACTERISTICS OF SERVICES
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