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Services dominate the expanding world economy as never before, and technology continues
to evolve in dramatic ways. Established industries and old, illustrious companies are declining
and may even disappear as new business models and industries emerge. Competitive
activity is fierce. This book has been written in response to the global transformation of
our economies to services. Clearly, skills in marketing and managing services have never
been more important!

As the field of services marketing has evolved, so too has this book. This new edition
has been revised significantly since the third edition to capture the reality of today’s world,
incorporating recent academic and managerial thinking while illustrating cutting-edge service
concepts.

This book is based on Services Marketing: People, Technology, Strategy, 9th edition (World
Scientific). It has been significantly condensed and sharpened to provide a crisp introduction to
key topics in services marketing. In addition, the case selection, visuals, and design have been
designed to appeal to undergraduate and polytechnic students.

WHAT'S NEW IN THIS EDITION?

The fourth edition represents a significant revision. Its contents reflect ongoing developments
in the service economy, dramatic developments in technology, and new research findings.

New Topics, New Research

P Each of the 15 chapters has been revised.
All chapters incorporate new examples
and the latest academic research.

»  New applications of technology are
integrated throughout the text, ranging
from service robots, artificial intelligence
(AI), and intelligent automation (IA),
to peer-to-peer sharing platforms and
digital business models.

»  Chapter 3, “Positioning Services in
Competitive Markets,” has a new
section on digital services and
platform business models.

»  Chapter 4, “Developing Service
Products and Brands,” has now
a tighter focus on productizing
services (i.e., “bundles of output”),
an expanded section on branding
of services, and a new section on
service design thinking.
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> To ensure a systematic learning
approach, cach chapter has clear lear-
ning objectives, an organizing framework
that provides a quick overview of the
chapter’s contents and line of argument,
and chapter summaries in bullet form
that condense the core concepts and
messages of each chapter.

»  Opening vignettes and boxed inserts
within the chapters are designed to
capture student interest and provide
opportunities for in-class discussions.

Figure 132 JetBlue' tion for customer service excel
temporarily ground an ice storm caught the airline
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The following table links the cases to the chapters in the book.
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10
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12

13
14

15
16

17

Sullivan Ford Auto World

Susan Munro, Service Consumer
Dr. Beckett’s Dental Office
Uber’s Unintended Burdens
Kiwi Experience

The Accra Beach Hotel: Block Booking of
Capacity during a Peak Period

Revenue Management at The View

Aussie Pooch Mobile

Service Robots in the Frontline: How Will Aarion
Bank’s Customers Respond?

Digital Luxury Services: Tradition versus
Innovation in Luxury Fashion

National Library Board, Singapore: Delivering
Cost-Effective Service Excellence through
Innovation and People

Red Lobster
Banyan Tree: Branding the Intangible

Singapore Airlines: Managing Human Resources for
Cost-Effective Service Excellence

Menton Bank
Dr. Mahalee Goes to London: Global Client

Management

Platform versus Pipeline Business Models: Are Airbnb
and Marriott Right to Move into Each Other’s Turf?

1,2
3,11
4) 5;7

6,8,9
7,8
8,11

10

8,11, 14

11

3,4,7,11
11,15

11
12
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Americas

Americas

Americas
Americas/Global

Oceania

Americas

Australia
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Global

Global

Asia

Americas

Asia/Global
Global

Americas
Europe

Americas/Global

United States

United States
United States
United States
New Zealand
Barbados

Australia
Australia

Singapore

United States

United States

United Kingdom

United States

Automobile Servicing

Range of B2C Services

Medical
Transportation
Tourism

Resort

Food & Beverage
Pet Grooming

Banking
Luxury Retail
Library
Food & Beverage

Resort

Airline

Banking
Private Banking

Hotels



18 The Royal Dining Membership Program Dilemma 12

19 The Broadstripe Service Guarantee 13

20 What Drives Share of Streaming for Streaming 15
Video Services? The Launch of HBO Max

21 LUX": Staging a Service Revolution in a Resort 11, 12, 14, 15
Chain

Cases Available on the Instructor’s Resource Website (IRW)

22 Bouleau & Huntley: Cross-SellingProfessional 2,3
Services

23 Uber: Competing as Market Leader in the United 3
States versus Being a Distant Second in China

24 Jollibee Foods Corporation 3, 4,5

25 Hotel Imperial 3,4

26 Giordano: Positioning for International Expansion 3,5

27 Revenue Management of Gondolas: Maintaining 6
the Balance between Tradition and Revenue

28 Bossard Asia Pacific: Can It Make Its CRM 12
Strategy Work?

29 Customer Asset Management at DHL in Asia 12
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What Aids Are Available for Instructors?

We have developed pedagogical aids to help instructors develop and teach courses built around

this book and to create stimulating learning experiences for students both in and out of the
classroom.

Teaching Aids within the Text
>

>

An opening vignette, which highlights key issues discussed in the chapter

Learning objectives and milestone markers for these when a section provides material that meet
these learning objectives

Boxed inserts throughout the chapters, which often lend themselves well to in-class discussion

Interesting graphics, photographs, and reproductions of advertisements, which enhance student
learning, and provide opportunities for discussion

Keywords, which help to reinforce important terms and concepts

v

Chapter summaries, which meet each chapter’s learning objectives

Review Questions and Application Exercises located at the end of each chapter
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Pedagogical Materials Available from the Publisher

Case Bank: A large set of additional cases that can be used in courses that adopt this textbook.
Available in both Word and PDF versions as a resource for instructors. A table shown in the
textbook will suggest which cases to pair with which chapters.

Instructor’s Manual: A repository of detailed course design and teaching hints, including
sample course outlines; chapter-by-chapter teaching suggestions, plus discussion of learning
objectives and sample responses to study questions and exercises; suggested student exercises
and comprehensive projects (designed for either individual or team work); detailed case
teaching notes, including teaching objectives, suggested study questions, in-depth analysis of
each question, and helpful hints on teaching strategy designed to aid student learning, create
stimulating class discussions, and help instructors create end-of-class wrap-ups and “takeaways.”

Test Bank: Multiple choice, true/false, short-answer, and essay questions, with difficulty
level provided for each question. Contents are classified into general and application. This is
available in TestGen format, a test-generating program that allows instructors to add, edit, or
delete questions from the test item file; analyze test results; and organize a database of exams
and student results.

PowerPoint Slides: The slides are linked to each chapter and featuring both “word” slides
and graphics. All slides have been designed to be clear, comprehensible, and easily readable.

Image Bank: A collection of images in the textbook.

EBook: Electronic version of the text that includes useful features such as highlighting and

search. It can be viewed on a variety of browsers and devices.
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Understanding Service Markets,
Products, and Customers

Part I lays the building blocks for studying services and
learning how one can become an effective service marketer.
It consists of the following three chapters:

Chapter 1 Introduction to Services Marketing

Chapter 1 highlights the importance of services in our economies. We also define the nature of
services and how they create value for customers without transfer of ownership. The chapter high-
lights some distinctive challenges involved in marketing services and introduces the 7 Ps of services
marketing.

The framework shown on the facing page will accompany us throughout as it forms the basis
for each of the four parts in this book. It describes in a systematic manner of what is involved in
developing marketing strategies for different types of services. The framework is introduced and
explained in Chapter 1.

Chapter 2 Understanding Service Consumers

Chapter 2 provides a foundation for understanding consumer needs and behavior related to ser-
vices. The chapter is organized around the three-stage model of service consumption that explores
how customers search for and evaluate alternative services, make purchase decisions, experience
and respond to service encounters, evaluate service performance, and finally, develop loyalty.

Chapter 3 Positioning Services in Competitive Markets

Chapter 3 discusses how to develop a customer-driven services marketing strategy and how a value
proposition should be positioned in a way that creates competitive advantage for the firm. This
chapter first links the customer, competitor, and company (commonly referred to as 3 Cs) to a firm’s
positioning strategy. The core of the chapter is then organized around the three key elements of po-
sitioning—segmentation, targeting, and positioning (commonly referred to as “STP”)}—and shows
how firms can segment a service market, position their value proposition, and finally focus on at-
tracting their target segment.
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SERVICES
MARKETING

LEARNING OBJECTIVES (LOs)

By the end of this chapter, the reader should be able to:

a LO 1 Understand how services contribute 6 LO 7 Be familiar with the characteristics
to a country’s economy. of services and the distinctive

X L . marketing challenges they pose.
@ L0 2 Know the principal industries of the : ] yP

service sector. 6 LO8 Understand the components of the
X . traditional marketing mix applied
9 L0 3 lIdentify the powerful forces that are to services. : PP

transforming service markets. .
Q9 L09 Describe the components of

G L0 4 Understand how BB services the extended marketing mix for
improve the productivity of . managing the customer interface.
individual firms and drive economic .
development. QY L0 10 Appreciate that marketing,
X : . . operations, human resource
ownership framework. need to be closely integrated in
9 L0 6 Identify the four broad “processing” service businesses.
categories of services. @ L0 11 Understand the implications of the
service—profit chain for service

management.

a LO 12 Know the five-part framework
for developing effective services
marketing strategies.

Figure 1.1 Tertiary education
may be one of the biggest

service purchases in life.



OPENING VIGNETTE

INTRODUCTION TO THE WORLD OF
SERVICES MARKETING

Like every reader of this book, you're an experienced service
consumer. You use an array of services every day, although
some—like talking on the phone, using a credit card, riding
a bus, streaming music, or withdrawing money from an
ATM—may be so routine that you hardly notice them unless
something goes wrong. Other service purchases may involve
more thought and be more memorable—for instance, book-
ing a cruise vacation, getting financial advice, or having a
medical examination.

Enrolling in college may be one of the
biggest service purchases you will ever make.
The typical university is a complex service
organization that offers not only educational
services but also libraries, student accommoda-
tion, healthcare, athletic facilities, museums,
security, counseling, and career services.

Your use of these services is an example
of service consumption at the individual or
business-to-consumer (B2C) level. Organiza-
tions also use many business-to-business (B2B)
services, which usually involve purchases
on a much larger scale than those made by
individuals or households.

Unfortunately, consumers aren’t always
happy with the quality and value of the services
they receive. Both individual and corporate
consumers complain about broken promises,
poor value for money, incompetent personnel,
inconvenient service hours, bureaucratic pro-
cedures, wasted time, complicated websites,
or a lack of understanding of their needs.

Suppliers of services, who often face stiff
competition, appear to have a very different
set of concerns. Many complain about how
difficult it is to find skilled and motivated
employees, to keep costs down and make
a profit, or to satisfy customers who, they
sometimes grumble, have become unreason-
ably demanding. Fortunately, there are service

companies that know how to please their customers while
also running productive and profitable operations.

You probably have a few favorite firms whose services
you like purchasing. Have you ever stopped to think about
the way they succeed in delivering services that meet and
sometimes even exceed your expectations? This book will
show you how service businesses can be managed to satisfy
customers and generate profits at the same time. In addition
to studying key concepts, organizing frameworks, and tools
of services marketing, you will also be introduced to many
examples from firms across the United States and around
the world. From the experiences of these firms, you can
draw important lessons on how to succeed in increasingly
competitive service markets.

Pavel L Photo and Video\Shutterstock
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Why Study Services Definition of Services

* Services dominate the global economy « Services provide benefits without ownership
* Most new jobs are generated by services « Services are economic activities performed by one party to another. Often
* Understanding services offers personal time-based, these performances bring about desired results to recipients,
competitive advantage objects, or other assets. In exchange for money, time, and effort, service
customers expect value from access to labor, skills, expertise, goods,
l facilities, networks, and systems
Service Sector Industries l
* Real estate
 Business and professional services Categories of Services by Type of Processing
e Government services * People processing (e.g., passenger transport, hairstyling)
e Wholesale and retail trade ,. *Possession processing (e.g., freight transport, repair services)
e Transport, utilities, and communications * Mental stimulus processing (e.g., education)
* Healthcare and education services * Information processing (e.g., accounting)

e Finance and insurance

¢ Accommodation and food services

e Arts, entertainment, and recreational services
* Other private sector services

Services Pose Distinct Marketing Challenges

Services tend to have four frequently cited characteristics: intangibility,
heterogeneity (variability of quality), inseparability of production and
consumption, and perishability of output, or IHIP for short. The key

Key Trends implications are

General Trends * most services cannot be inventoried (i.e., output is perishable)

* Government policies e intangible elements typically dominate value creation (i.e., services are
* Social changes physically intangible)

¢ Business trends e services are often difficult to understand (i.e., services are mentally

* Advances in technology intangible)

* Globalization e customers are often involved in co-production (e.g., if people processing is

involved, the service is inseparable)

e people (service employees) may be part of the service product and
experience

e operational inputs and outputs tend to vary more widely (i.e., services
are heterogeneous)

« the time factor is often very important (e.g., capacity management)

o distribution may take place through nonphysical channels
(e.g., information processing services)

|
! ! !

B2B Services Growth

e Qutsourcing

e Firms’ increasing focus on core
competencies

e Increasing specialization of economies

Functions Service-Profit Chain Putting Service Strategy into Action

Need to be tightly Shows the tight links This books is structured around an integrated model of
integrated as together between services marketing and management that covers

they shape the customer e leadership * understanding Service Products, Consumers, and Markets
experience, especially L, cinternal qualityand IT ~ ____ eapplying the 4 Ps of Marketing to Services

e marketing ¢ employee engagement * designing and managing the Customer Interface using the

* operations e customer value, additional 3 Ps of Services Marketing (Process, People, and
e human resources satisfaction, and loyalty Physical Environment)

e information technology e profitability and growth * developing Customer Relationships

e striving for Service Excellence

Figure 1.3 Anintroduction to services marketing.
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WHY STUDY SERVICES?

Consider this paradox: we live in a service-driven economy, yet most business

QLo

Understand how services
contribute to a country’s

schools continue to teach marketing from a manufacturing perspective. If economy.

you have already taken a course in marketing, you have probably learned about

marketing manufactured products rather than services. Fortunately, a growing and

enthusiastic group of scholars, consultants, and educators, including the author of

this book, has chosen to focus on services marketing. This book aims to provide

you with the knowledge and skills that are necessary and relevant in tomorrow’s

business environment.

Figure 1.3 provides an overview of Chapter 1. In this
chapter, we describe today’s ever-changing service economy,
define the nature of services, and highlight some challenges
involved in marketing services. We conclude the chapter with

a framework for developing and implementing service market-  gpare of
ing strategies. This framework also establishes the structure  Employment

for this book.

Services Dominate the Global
Economy

The size of the service sector is increasing in almost all coun-
tries around the world. As an economy develops, the relative

Time, Per Capita Income

share of employment between agriculture, industry, and ser- ~ Figure 1.4 Changing structure of employment as an
vices changes dramatically. Even in emerging economies, the =~ €¢0Nomy develops.

service output represents at least half of the gross domestic  Source: International Monetary Fund, 1997.

product (GDP). Figure 1.4 shows how an economy becomes

increasingly service-dominated over time as the per capita income rises. In Figure
1.5, we see that the service sector already accounts for almost two-thirds of the

value of the global GDP.

Figure 1.6 shows the relative size of the service sector in various large and small

economies. Services account for 65% to 80% of the GDP in most developed nations.

One exception is South Korea, a manufacturing-oriented country,
whose service sector contributes only 58% to the GDP. Jersey, the
Bahamas, and Bermuda—all small islands with a similar economic
mix—are home to the world’s most service-dominated economies.
Luxembourg (87%) has the most service-dominated economy in
the European Union. Panama’s strong showing (82%) reflects
not only the operation of the Panama Canal but also related
services such as container ports, flagship registry, and a free port
zone, in addition to financial services, insurance, and tourism
(Figure 1.7).

On the opposite end of the scale is China (52%), a fast-growing
economy with a booming manufacturing sector. However, China’s
economic growth is now leading to an increase in demand for busi-
ness and consumer services.

Agriculture, 7%

Manufacturing, 30%
Services, 63%

Figure 1.5 Contribution of services industries to GDP
globally.

Source: Central Intelligence Agency, The World Factbook 2020, www.cia.gov
(accessed January 9, 2022).
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Jersey (96%), Bermuda (94%), Hong Kong (92%), Bahamas (90%)

Barbados (89%), Luxembourg (87%), Panama (82%), USA (80%)

UK (79%), France (79%), Belgium (77%), Singapore (75%)

Switzerland (74%), Brazil (73%), Australia (71%), Canada (70%), Israel (70%)

Fiji (69%), Finland (69%), Japan (69%), Germany (69%), South Africa (68%), Sweden (65%)
Chile (63%), Taiwan (62%), Russia (62%), Mexico (62%), India (62%)

Turkey (61%), Argentina (61%), Philippines (60%)

South Korea (58%), Poland (57%), Bangladesh (57%)

Malaysia (54%), Saudi Arabia (53%), China (52%),

Thailand (52%

Algeria (47%), Laos (46%),
Indonesia (45%), Brunei (42%)

Services as Percent of GDP

T T
1 20

60 70 80 90

Figure 1.6 Estimated size of service sector in selected countries as a percentage of GDP.

Source: Central Intelligence Agency, The World Factbook 2020, www.cia.gov (accessed January 9, 2022).

RIEGER Bertrand/hemis.fr/Hemis/Alamy Stock Photo

Figure 1.7 The Panama
Canal forms the backbone of
Panama'’s service economy.
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Most New Jobs Are
Generated by Services

Due to the rapid growth of the service sector in
virtually all countries around the world, new job
creation comes mainly from services. Service jobs
do not just refer to relatively low-paid front-line
jobs. In fact, some of the fastest economic growth is
in knowledge-based industries such as professional
and business services, education, and healthcare.
These well-paid jobs require good educational
qualifications and offer attractive careers.

Understanding Services
Offers Personal Competitive
Advantage

This book is in response to the global transformation of our economies toward services.
It discusses the distinctive characteristics of services and the ways in which they affect
both customer behavior and marketing strategy. There is a high probability that you
will spend most of your working life in service organizations. The knowledge gained
from studying this book may create a competitive advantage for your own career,
perhaps even encourage you to think about starting your own service business!


http://www.cia.gov

WHAT ARE THE PRINCIPAL INDUSTRIES OF THE QL2
SERVICE SECT0R7 Know the principal industries of

the service sector.
hat industries make up the service sector, and which are the biggest? The
latter may not be the ones you would imagine at first, because this diverse
sector includes many services targeted at business customers. Some of these are not
very visible unless you happen to work in that industry.

Contribution to Gross Domestic Product

Look at Figure 1.8 to see how much value each of the major service industry groups
contributes to the U.S. GDP. Would you have guessed that real estate, rental, and
leasing constitute the largest for-profit service industry sector in the United States,
accounting for 13.3% (almost one-cighth) of the GDP in 20182 Over 90% of this
figure comes from such activities as renting residential or commercial property;
providing realty services to facilitate purchases, sales, and rentals; and appraising
property to determine its condition and value. The remaining 10% involves the
renting or leasing of a wide variety of other manufactured products, ranging from
heavy construction equipment (with or without operators) to office furniture, tents,
and party supplies. A fast-growing cluster are professional and business services,
which contribute 12.5% to the GDP. Another large cluster of services provides
for the distribution of physical products. Wholesale and retail trade accounts for
about 11.8% of the GDP.

Other substantial industry sectors or subsectors are transportation, utilities, and
communications (10%); healthcare and education (8.7%); and finance and insurance
(7.6%). Accommodation and food services constitute 3.1% of the GDP. The arts,
entertainment, and recreation subsector—which includes such high-profile consumer
services as spectator sports, fitness centers, skiing facilities, museums and zoos, per-
forming arts, casinos, golf courses, marinas, and theme parks—collectively represents
amere 1.1% of the GDP. Nevertheless, in an economy worth over $20.6 trillion, this
last group of services was still valued at an impressive $227 billion in 2019.
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Figure 1.8 Value added by service industry categories to U.S. GDP.

Source: U.S. Department of Commerce, Bureau of Economic Analysis, GDP by Industry Accounts for 2018, www.bea.gov (accessed January 9, 2022).
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