Introduction to Services Marketing
Marketing of Services 
Service is the action of doing something for someone or something. It is largely intangible (i.e. not material). A product is tangible (i.e. material) since you can touch it and own it. A service tends to be an experience that is consumed at the point where it is purchased, and cannot be owned since it quickly perishes. A person could go to a café one day and have excellent service, and then return the next day and have a poor experience. Introduction Key Economic Indicators about India ➢ GDP: $691 billion ➢ Growth: Estimated 7-8 percent or higher in 2005-06; 7 percent in 2004-05 ➢ Breakdown: Services equal 50 percent of the GDP; industry and agriculture equal 50 percent ➢ Ranking: 10th largest economy in the world and one of its fastest growing; fourth largest in purchasing-power parity terms ➢ Per capita income: $640 in 2004-05, (almost double the figure of two decades ago). Of the 1.1 billion people, 39 percent live on less than $1 per dayPurchasing power: In 2005, approximately 170-300 million people had growing purchasing power, thus creating a growing middle-class consumer population ➢ Youth Power: Over 58 percent of the Indian population is under the age of 20. That is over 564 million people, nearly twice the total population of the United States India at a Glance ➢ Population: 1.1 billion (Urban population - 28.4 percent) ➢ Retail Mkt. Size: $286 billion (only 3.9 percent is organized retail). Retail trade is booming in the country due to increasing disposable incomes of middle and upper middle class ➢ Growth of Malls: 375 shopping malls by 2007 from 25 in 2003; Estimated space: 90 million sq.ft. ➢ Growing Middle-class: 300 million and estimated to be growing at 5 percent annually ➢ Did you know that India: is the world’s second largest small car market • Is one of only three countries that makes its own supercomputers • Is one of six countries that launches its own satellites; one hundred of the Fortune 500 have R & D facilities in India • Has the second largest group of software developers after the U.S. • Lists 5,000 companies on the Bombay Stock Exchange; only the NYSE has more • Is the world’s largest producer of milk, and second largest producer of food, ncluding fruits and vegetables Services Marketing Services marketing is marketing based on relationship and value. It may be used to market a service or a product. Marketing a service-base business is different from marketing a product-base business. There are several major differences, including: 1. The buyer purchases are intangible 2. The service may be based on the reputation of a single person 3. It’s more difficult to compare the quality of similar services4. The buyer cannot return the service 5. Service Marketing mix adds 3 more p’s, i.e. people, physical environment, process service and follow-through are keys to a successful venture. When one markets a service business, one must keep in mind that reputation, value, delivery of “Managing the evidence” refers to the act of informing customers that the service encounter has been performed successfully. It is best done in subtle ways like providing examples or descriptions of good and poor service that can be used as a basis of comparison. The underlying rationale is that a customer might not appreciate the full worth of the service if they do not have a good benchmark for comparisons. However, it is worth remembering that many of the concepts, as well as many of the specific techniques, will work equally well whether they are directed at products or services. In particular, developing a marketing strategy is much the same for products and services, in that it involves selecting target markets and formulating a marketing mix. Thus, Theodore Levitt suggested that “instead of talking of ‘goods’ and of ‘services’, it is better to talk of ‘tangibles’ and ‘intangibles’”. Levitt also went on to suggest that marketing a physical product is often more concerned with intangible aspects (frequently the `product service’ elements of the total package) than with its physical properties. Charles Revson made a famous comment regarding the business of Revlon Inc.: `In the factory we make cosmetics. In the store we sell hope.’ Arguably, service industry marketing merely approaches the problems from the opposite end of the same spectrum. In economics and marketing, a service is the non-material equivalent of a good. Service provision has been defined as an economic activity that does not result in ownership, and this is what differentiates it from providing physical goods. It is claimed to be a process that creates benefits by facilitating a change in customers, a change in their physical possessions, or a change in their intangible assets. By supplying some level of skill, ingenuity, and experience, providers of a service participate in an economy without the restrictions of carrying stock (inventory) or the need to concern themselves with bulky raw materials. On the other hand, their investment in expertise does require marketing and upgrading in the face of competition which has equally few physical restrictions. Providers of services make up the Tertiary sector of industryDefinition A service is an intangible product involving a deed, performance, or an effort that cannot be physically possessed. Dominant component is intangible. Includes rental of goods, alteration and repair of goods owned by customers, and personal services. Major differences between goods and services are: ➢ Intangibility ➢ Inventory—over/under booking restaurant capacity ➢ Inseparability—of production and consumption ➢ Inconsistency/Consistency The use of Marketing by Service Firms Has been limited to: ➢ Many service firms stress technical expertise, therefore have lagged in their use of marketing. ➢ Many service firms are small, marketing expertise cannot be hired. ➢ Strict licensing/legal restrictions limit competition and need for marketing. ➢ Service associations have prohibited marketing.......Lawyers until 1977; when the US Supreme court struck down such prohibitions as against freedom of speech...Jacoby & Meyers et al. ➢ High esteem of professionals, do not need marketing. A number of professionals have a dislike for marketing and a lack of understanding. Use of marketing is likely to increase rapidly in the near future....due to competition etc. Characteristics of Services Intangibility They cannot be seen, handled, smelled, etc. There is no need for storage. Because services are difficult to conceptualize, marketing them requires creative visualization to effectively evoke a concrete image in the customer’s mind. From the customer’s point of view, this attribute makes it difficult to evaluate or compare services prior to experiencing the service Prior to purchase, much service promotion must rely on performance attributes which can only be measured after a purchase experience (tangible goods have search qualities). Also professional services have credence qualities. Need to use promotion to help customers perceive a service as highly tangibility. ➢ Develop tangible representation of the service, ie credit card serves as the physical product with own image and benefits. Make advertising easier. Airlines use an aircraft. Travellers umbrella. ➢ Develop a brand image—seek out U Haul as opposed to a truck service ➢ Word of mouth very important due to intangibility. ➢ Offer discounts and free samples/service to customers who encourage friends to come. ➢ Offer tangible benefits in sales promotions, must be consistent with customers needs/ wants ➢ Establish a clear product position, ie 24 hour outside service for repair of industrial equipment. Intangibility also presents pricing problems. How should an auto mechanic charge for his/her services? Visibility of the service may be a problem. Although a problem may have been fixed, you don’t understand why?. Need to explain the time needed for repair, and functions that were performed if you want the repair to be more tangible. Psychological role of price is magnified since customers must rely on price as the sole indicator of service quality when other quality indicators are absent. Perishability Unsold service time is “lost”, that is, it cannot be regained. It is a lost economic opportunity. For example a doctor that is booked for only two hours a day cannot later work those hours— she has lost her economic opportunity. Other service examples are airplane seats (once the plane departs, those empty seats cannot be sold), and theatre seats (sales end at a certain point). Inventory Services cannot be stockpiled. Need to avoid excess unsatisfied demand and excess capacity leading to unproductive use of resources. To resolve inventory issues: ➢ Market services to segments with different demand patterns ➢ Market new services having counter cyclical demand patterns from existing services ➢ Market new services to compliment existing services ➢ Market service extras at non-peak times ➢ Market new services not affected by existing capacity constraints ➢ Train personnel to do multiple tasks ➢ Hire PT employees during peak hours ➢ Educate consumers to use service at non peak hours ➢ Offer incentive, ie. reduce price at non peak times, this will not work in all instances, ie, travel at non peak hours. Lack of Transportability Services tend to be consumed at the point of “production” (although this doesn’t apply to outsourced business services). Lack of Homogeneity Services are typically modified for each client or each new situation (customised). Mass production of services is very difficult. This can be seen as a problem of inconsistent quality. Both inputs and outputs to the processes involved providing services are highly variable, as are the relationships between these processes, making it difficult to maintain consistent quality. Labour Intensity Services usually involve considerable human activity, rather than precisely determined process. Human resource management is important. The human factor is often the key success factor in service industries. It is difficult to achieve economies of scale or gain dominant market share.
Demand Fluctuations It can be difficult to forecast demand (which is also true of many goods). Demand can vary by season, time of day, business cycle, etc. Buyer Involvement Most service provision requires a high degree of interaction between client and service provider. Inconsistency Lawn care service cannot mow a lawn precisely the same way each time, but need to make the service as efficient and consistent as possible. Remedy—use technology to help make the service provider more consistent...or replace workers with technology:) Inseparability Leads to direct (short) channels of distribution. In some cases it is possible to use intermediaries, travel agents, ATMs etc. Close provider-customer relationship—employee interpersonal skills very important. “relationship managers”, quality of relationships determines the probability of continued interchange with those parties in the future. Customers may become loyal to a particular employee as opposed to the company, prevalent in the advertising industry. Therefore must make sure that multiple employees are capable of performing the same tasks. Classification of Services Service ontology for service bundling Economic service classifications Function Combine services into groups Divide whole spectrum of existing services into smaller groupsGrouping rules Company- and domain-specific business rules Global rules (hold for the whole service industry) Nature of grouping rules Any type of dependency between services (e.g. difference, similarity) Classification criteria that differentiate one service from another Abstraction level of reasoning Instances of services (e.g., ABNAmro private unemployment insurance) Abstract classes of services (e.g., insurance services) The Extent of Services in the Economy US is the worlds first service economy. More than 75% of the workforce in the private sector is employed in the service industry. Accounts for more than $3bn in output and contribute 60% of GNP. 60% of services are consumed by the final consumer. The increase in the service sector is a result of LT growth in the US economy deriving demand for additional services ➢ Travel ➢ Financial services ➢ Entertainment ➢ Personal care etc. Dual income families need for convenience. Increase in health awareness. Illustration of Service Marketing Marriot Hotels: Offer different services for different segments of their target market. Great attention paid to product positioning. Rely on research, publicity, TV advertising, use of well conceived slogans and greater personal attention to consumers. Quick resolution to customer problems—overbooking, long customer lines, unresponsiveness, discourteous staff. Hotels now offer alternative accommodations for over booking, computerized check out systems, express check outs, serving free drinks, provide baggage handling etc. Service Delivery: The delivery of a service typically involves five factors: 1. The service providers (e.g. the people) 2. Equipment used to provide the service (e.g. vehicles, cash registers) 3. The physical facilities (e.g. buildings, parking, waiting rooms) 4. The client 5. Other customers at the service delivery location The service encounter is defined as all activities involved in the service delivery process. Some service managers use the term “moment of truth” to indicate that defining point in a specific service encounter where interactions are most intense. Many business theorists view service provision as a performance or act (sometimes humorously referred to as dramalurgy, perhaps in reference to dramaturgy). The location of the service delivery is referred to as the stage and the objects that facilitate the service process are called props. A script is a sequence of behaviours followed by all those involved, including the client(s). Some service dramas are tightly scripted, others are more ad lib. Role congruence occurs when each actor follows a script that harmonizes with the roles played by the other actors.
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In some service industries, especially health care, dispute resolution, and social services, a popular concept is the idea of the caseload, which refers to the total number of patients, clients, litigants, or claimants that a given employee is presently responsible for. On a daily basis, in all those fields, employees must balance the needs of any individual case against the needs of all other current cases as well as their own personal needs. Under English law, if a service provider is induced to deliver services to a dishonest client by a deception, this is an offence under the Theft Act 1978. The Service-Goods Continuum The dichotomy between physical goods and intangible services should not be given too much credence. These are not discrete categories. Most business theorists see a continuum with pure service on one terminal point and pure commodity good on the other terminal point. Most products fall between these two extremes. For example, a restaurant provides a physical good (the food), but also provides services in the form of ambience, the setting and clearing of the table, etc. And although some utilities actually deliver physical goods — like water utilities which actually deliver water — utilities are usually treated as services. In a narrower sense, service refers to quality of customer service: the measured appropriateness of assistance and support provided to a customer. This particular usage occurs frequently in retailing. List of economic services The following is an incomplete list of service industries, grouped into rough sectors. Parenthetical notations indicate how specific occupations and organizations can be regarded as service industries to the extent they provide an intangible service, as opposed to a tangible good. ➢ Business functions (that apply to all organizations in general) • Consulting • Customer service • Human resources administrators (providing services like ensuring that employees are paid accurately) ➢ Child care ➢ Cleaning, repair and maintenance servicesJanitors (who provide cleaning services) • Gardeners • Mechanics ➢ Construction • Carpentry • Electricians (offering the service of making wiring work properly) • Plumbing ➢ Death care • Coroners (who provide the service of identifying corpses and determining time and cause of death) • Funeral homes (who prepare corpses for public display, cremation or burial) ➢ Dispute resolution and prevention services • Arbitration • Courts of law (who perform the service of dispute resolution backed by the power of the state) • Diplomacy • Incarceration (provides the service of keeping criminals out of society) • Law enforcement (provides the service of identifying and apprehending criminals) • Lawyers (who perform the services of advocacy and decisionmaking in many dispute resolution and prevention processes) • Mediation • Military (performs the service of protecting states in disputes with other states) • Negotiation (not really a service unless someone is negotiating on behalf of another) ➢ Education (institutions offering the services of teaching and access to information) • Library • Museum • School ➢ Entertainment (when provided live or within a highly specialized facility) • Gambling • Movie theatres (providing the service of showing a movie on a big screen)
Performing arts productions • Sexual services (where legal) • Sports • Television ➢ Fabric care • Dry cleaning • Laundromat (offering the service of automated fabric cleaning) ➢ Financial services • Accounting • Banks and building societies (offering lending services and safekeeping of money and valuables) • Real estate • Stock brokerages • Tax return preparation ➢ Foodservice industry ➢ Hairdressing ➢ Health care (all health care professions provide services) ➢ Information services • Data processing • Database services • Language interpretation • Language translation ➢ Risk management • Insurance • Security ➢ Social services • Social work ➢ Transport • Service Car Rental ➢ Utilities • Electric power • Natural gasTelecommunications • Waste management • Water industry The Services Marketing Mix Cowell states that what is significant about services are the relative dominance of intangible attributes in the make-up of the “service product”. Services are a special kind of product. They may require special understanding and special marketing efforts. The provision of the continuing education contains the element of the tangible and intangible. It usually provides a learning materials (physical good) and also numbers of the service activities (teaching processes, contact with customers, organisation of the courses, etc.). The distinction between physical and service offering can, therefore, be best understood as a matter of degree rather that in absolute terms. The continuing education is service –based since the value of this product is dependent on the design and delivery of the CE courses rather than the cost of the physical product (teaching materials, CDs, etc.). The services marketing mix is an extension of the 4-Ps framework. The essential elements of product, promotion, price and place remain but three additional variables – people, physical evidence and process – are included to 7–Ps mix. The need for the extension is due to the high degree of direct contact between the CE providers and the customers, the highly visible nature of the service process, and the simultaneity of the production and consumption. While it is possible to discuss people, physical evidence and process within the original-Ps framework (for example people can be considered part of the product offering) the extension allows a more thorough analysis of the marketing ingredients necessary for successful services marketing. People Because of the simultaneity of production and consumption in services the CE staff occupy the key position in influencing customer’s perceptions of product quality. In fact the service quality is inseparable from the quality of service provider. An important marketing task is to set standards to improve quality of services provided by employees and monitor their performance. Without training and control employees tend to be variable in their performance leading to variable service quality. Training is crucial so that employees understand the appropriate forms of behaviour and trainees adopt the best practises of the andragogy. Physical Evidence This is the environment in which the service is delivered and any tangible goods that facilitate the performance and communication of the service. Customers look for clues to the likely quality of a service also by inspecting the tangible evidence. For example, prospective customers may look to the design of learning materials, the appearance of facilities, staff, etc. Process This means procedures, mechanism and flow of activities by which a service is acquired. Process decisions radically affect how a service is delivered to customers. The service in CE includes several processes e.g. first contact with customers, administrative procedure regarding course delivery, preparation, delivery and evaluation of the courses. The following guideline can be useful for successful CE management: ➢ Ensure that marketing happens at all levels from the marketing department to where the service is provided ➢ Consider introducing flexibility in providing the service; when feasible customize the service to the needs of customers ➢ Recruit high quality staff treat them well and communicate clearly to them: their attitudes and behavior are the key to service quality and differentiations ➢ Attempt to market to existing customers to increase their use of the service, or to take up new service products ➢ Sep up a quick response facility to customer problems and complaints ➢ Employ new technology to provide better services at lower costs ➢ Use branding to clearly differentiate service offering from the competition in the minds of target customers The Differential Advantage and Branding Only few products are unique. Often the challenge lays in finding a way to differentiate your products from a rival’s near-identical offerings. The basic question says: “How can I get an advantage over the competition?” When your products are better than those of your competitors, and when customers recognize this superiority, you have a real advantage. Few organisations are in this position. Most find that there is a little or nothing to distinguish their own products from competitor’s. To gain competitive advantage, uncover not just differences but also attributes that customer’s value. Make sure the differences are meaningful to customers, so that your product is preferable to the others available. Often it is the little things that count. Customers may choose your product over a competitor’s identical product because they prefer your lecturers or because you give them coffee while delivery of the courses. Pay attention to details that could make a difference. A genuine customer-centric approach will differentiate you from competitors. Show your commitment to customers and ensure that staffs are emphatic. Review company systems and processes to make them more customers focused. Strong, well-known products provide companies with a real competitive advantage. Use the power of branding to imbue your products with personality and meaning, ensuring they achieve a prominent position in the marketplace. The right name helps to sell products and service. It bestows individuality and personality, enabling customers to identify with your offerings and to get to know them. It makes products and services tangible and real. Choose name that enhance your company image and that are appropriate for the products and its positioning in the marketplaceEstablish trust in your brand and customers will remain loyal. Branding means developing unique attributes so that your products are instantly recognisable, memorable, and evoke positive association. Some brands have a solid and reliable personality, others are youthful and fun. Choose your company and product name, corporate colours, logo, design and promotional activity to help convey a personality and build a brand. Customers should be able to look at one of your products and assimilate all that you stand for in a second by recalling the brand values. But remember: A strong brand is not a substitute for quality but an enhancement to it. The service attributes are e.g. friendless, creativity, courtesy, helpfulness and knowledgeability. The creation of a corporate identity is a vital element of branding. Present an integrated, strong, instantly recognisable, individual image that is regarded in a positive way by your customers, and seize every opportunity to strengthen your corporate identity. It is important to maintain corporate identity consistently by issuing written guidelines for staff. Marketing Strategy A strategy gives business a defined route to follow and a clear destination. Build a marketing strategy and you will ensure that marketing is a long-term way of working, not a one-off activity. A marketing strategy provides organisation with shared vision of the future. All too often, an organisation will perform a marketing task, such a direct mail shot, then sit back and see what happens. A strategic approach will ensure that you maximise returns on your marketing spending and boost the profits of your organisation. Strategic Marketing Manager ➢➢ Has a clear picture of the future ➢➢ Anticipates changes in the market ➢➢ Works towards clear long/term goalsNon-Strategic Marketing Manager ➢➢ Lives day to day without planning ➢➢ Reacts to changes in the market ➢➢ Has only short-term objectives During the creating of the marketing strategy the marketing manager should proceed as follows: 1. Create the team 2. Review current situation 3. Set objectives 4. Plan action 5. Implement strategy 6. Review strategy
As India moves increasingly toward a services economy, marketers need to know more about marketing service products. On a simplistic note, one can say that services are activities or benefits that one party can offer to another that are essentially intangible and do not result in the ownership of anything. Thus we see how services are different from goods.
During the past decade services have increasingly assumed an important role in the Indian economy. Ever since this trend was set in the nineties, services have gained dominance. The competition, simultaneously, in service organisations, is becoming intense and severe. As a result these organisations have to have a more professional approach to managing their businesses. Perhaps it is in this context that the role of marketing is gaining importance in service organisations. In this unit, you will be introduced to the concept of services.
Defining Services
One of the first to define services was the American Marketing Association, which, as early as in 1960, defined services as activities, benefits, or satisfactions which are offered for sale, or provided in connection with the sale of goods. This definition took a very limited view on services as it proposed that services are offered only in connection with the sale of goods.
The other definition which was proposed, in 1963, by Regan suggested that services represent either intangibles yielding satisfaction directly (transportation, housing), or intangibles yielding satisfaction jointly when purchased either with commodities or other services (credit, delivery) . For the first time services were considered as pure intangibles capable of providing satisfaction to the customer which could be marketed like tangible products.
Robert Judd defined service as a market transaction by an enterprise or entrepreneur where the object of the market transaction is other than the transfer of ownership of a tangible commodity .
Lehtinen, in 1983, defined services as an activity or a series of activities which take place in interactions with a contact person or a physical machine and which provides consumer satisfaction.
Kotler and Bloom, in 1984, defined services 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.
Gummesson highlighting the intangible nature of services defined services as something which can be bought and sold but which you cannot drop on your foot. This definition also pointed out one basic characteristic that the services can be exchanged even though they are not tangible.
According to Gronross, a service is an activity or series of activities of more or less intangible nature that normally, not necessarily, take place in interactions between the customer and service employees and/or physical resources or goods and/or
This definition takes into account the following important features of services:
· Services are by and large activities or they are series of activities rather than things.
· As a result services are intangible.
· [bookmark: _GoBack]They take place in the interaction between the customer and the service provider, which means that services are produced and consumed simultaneously.Customer has a role to play in the production process as the services are provided in response to the problems of customers as solution.
Understanding Service Characteristics
As our knowledge of the characteristics of services grows, so does our ability to deal with them from both an economic and marketing perspective. Services are intangible, inseparable, variable, and perishable. Each characteristic poses problems and requires strategies to deal with those problems.
Figure 1.1: Service Characteristics

Intangibility means that unlike goods, services can t be seen, touched and felt, tasted or smelled or even heard before they are purchased. Inseparability suggests that services are produced, distributed, and consumed simultaneously. In the case of manufactured goods, production takes place in the production unit; thereafter the goods are kept in inventory and transported to the distribution outlet from where the consumers pick them up for consumption.
Heterogeneity means that services delivered generally vary in quality, time consumed in delivery, and the extent of service provided. Since people deliver most services, they are variable. Perishibility means that services can t be stored.
Example: For Airlines, in a particular flight, vacant seats remain unsold, whereas in the case of manufactured goods, unsold items can be put into inventory and can be sold the next day.
Marketers have to find ways to tangibalise the intangible to increase the productivity of providers who are inseparable from the product; to standardise the quality in the face of variability; and to influence demand movements and supply capacities better in the face of service perishibility.
Services are relatively intangible, produced and consumed simultaneously and often less standardised than goods. These unique characteristics of services have specific marketing implications and  accordingly service marketer must adopt appropriate marketing strategies. Although service industries are quite heterogeneous (ranging from beauty salons to utilities), Berry identified some significant characteristics of services, which are shown in the following table:
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More Intangible than Tangible
A good is an object, a device, a thing. A service is a deed, a performance, an effort. When a good is purchased, something tangible is acquired; something that can be seen, touched, perhaps smelled or worn. When a service is purchased, there is generally nothing tangible to show for it. Services are consumed but not possessed, therefore the absence of tangible features means that it is difficult for the seller to demonstrate or display services and for buyers to sample, test, or make a thorough evaluation. To reduce uncertainty, buyers look for signs or evidence of service quality. Therefore, the service provider’s task, according to Levitt, is to “manage the evidence” and to “tangibalise the intangible”. Shostack even summarised that most market offerings are a combination of tangible and intangible elements. It is whether the essence of what is being bought is tangible or intangible that determines its classification as a good or a service. Services are typically produced and consumed at the same time. The relationship between production and consumption therefore dictates that production and marketing are highly integrated processes.
Generally, goods are produced, then sold, and then consumed. Services, on the other hand, are  usually sold first, then produced and consumed simultaneously.
The service provider and the client are often physically present when consumption takes place. Sasser observed that the firm is unable to store or transport services that only direct distribution is possible, thereby potentially limiting the number of markets the firm can cover. Apart from the stress laid on right place and right time in case of distributing goods, there is additional importance given to the performance of service in the right way as well.
Less Standardized and Uniform
It is argued that it is often impossible to assure consistency in the services provided by a seller or to standardise offerings among sellers of the same service, while it is possible to offer consistency and uniformity of products. Levitt argues that such a distinction has limited value because it is a production oriented approach as even an identical generic product will be differentiated when it is viewed as offered product for sale. Thus, while the core product may be uniform, the process will always be differentiated.
Secondly, Levitt argues that owing to the industrialisation of services, their production can no longer be viewed as being heterogeneous. Attempts have been made to improve productivity in the service sector by the introduction of technology. Uniformity can be achieved by substituting equipment and machinery for labour. Hostage suggested that service firms could also reduce variability by training the service providers in appropriate responses to each customer situation. They can also monitor customer satisfaction through suggestion and compliant system so that poor service can be detected and corrected.
Perishability
Kurtz and Boone observed that the utility of most services is short-lived; therefore they cannot be produced ahead of time and stored for periods of peak demand. The perishability of services is not a problem when demand is steady because it is easy to staff for the services in advance. When there are wide fluctuations in demand there should be a highly flexible production system or idle productive capacity.
Sasser has described several strategies for producing a better match between demand and supply in a service business. On the demand side, the firm can make use of differential pricing, cultivating non-peak demand and developing complementary services. On the supply side, for effective matching with demand, the firm may hire part-time employees to serve peak demand; peaktime efficiency routines can be introduced, facilities for future expansion can be developed, and increased consumer participation can be encouraged
Levitt has suggested, There are no such things as service industries. There are only service industries whose service components are greater or less than those of other industries. Everybody is in service. The point that Levitt was trying to put across is that with almost every tangible core physical product, an intangible service component is associated. Therefore, everybody is in service.


	It was as early as 1977 when Ms G Lynn Shostack, the Vice- President of Citibank, suggested that marketing entities are combinations of intangible and tangible elements that are distinct and discrete. If these absolute tangible and intangible elements are taken to the two ends of a continuum, we can observe that all goods and services don t fall at one place. There is a range that varies from absolute tangible goods like salt to an absolute intangible service like education Theodore Levitt proposed the other approach of distinction between various goods. According to him, goods can be put into two categories, namely, search goods and experienced goods. Search goods are generally those goods which are packaged goods and the customer can see, evaluate and try them prior to purchase.
	Example: Car, shampoo, etc. Experience goods, on the other hand, are those which one can see or evaluate after purchase.
	Example: Holidays, teaching, etc Some persons call search goods as tangible goods and the others as intangibles. There is a range between the two extremes and there could be certain products falling in this range, as explained in Figure 1.3.
Figure 1.3

First, it is the pure tangible good which is like a commodity where it’s rather difficult to distinguish between the goods supplied by two suppliers and these goods look identical. There is absolutely no service or intangibles associated with either of the goods.
Second, it is the tangible good with accompanying service. In this case the offer consists of a tangible good with service(s) associated with it. Here an effort is made to distinguish the product from competing products based on service.
 Example: Consider two brands of refrigerators – one with a five-year guarantee while the other with a seven-year guarantee; based on the guarantee the manufacturer is trying to differentiate the product.
Third, it is a major service with accompanying minor goods or service. In this case the manufacturer or supplier is primarily offering a service to the market and along with it minor goods or services may or may not be associated. Example: An airline is primarily offering the passenger transportation service. However airlines also offer food and entertainment on board. The primary item, in this case, still remains transportation and food, entertainment, etc., remain secondary. Lastly, it is the pure service where the offer is only a service.
Classification of Services
Ever since marketing researchers started defining services, they also proposed their classification. The first one was proposed as early as 1964 and the last, as late as 1989. These classifications not only demonstrate the diversity of services but also suggest how important it is in a specific situation to carefully analyse the detailed nature of the service operation. The general characteristics of services remain unchanged irrespective of the nature of service business where the customer is always a person or group of persons; the service is perceived more or less intangibly, some kind of interaction between the customer and some parts of the production system of the service provider including personnel, technology, or both  always occurs, and some kind of input from the customer is always required in the process.
These classifications do not suggest that a specific service is so unique that the basic fundamentals of managing services do not apply to them. However, they do lay emphasis on various aspects of service operation, types of resources to be used and how to manage the process depending on the nature of service and the interface with the customers.
Though it is really difficult to classify all the services, the following classifications have been accepted:
[bookmark: bookmark10]1. On the Basis of End User:
1. Consumer services – These are directly provided to end users like hair; dressing, laundry, package holiday, counseling etc.
2. Business to business services – These are provided to businesses like consultancy, marketing research, advertising etc.
[bookmark: bookmark11]2. On the Basis of Tangibility:
1. Tangible services – These are services which are connected to the period to which the products are purchased from the seller like televisions, laptops, cars, watches etc.
2. Intangible services – These are the services which do not provide customers with any tangible products. Examples- consultancy, services at a spa and massage centres.
[bookmark: bookmark12]3. On the Basis of Specialization:
1. Professional services – These are services which can be provided only by sufficiently qualified and experienced persons. Some of such service providers also have recognition by the required authorities. Examples – counseling, audit, legal services, health care etc.
2. Nonprofessional services – These are services which can be provided even by persons not possessing any educational or professional qualifications. Examples – domestic servants, gardening, painting etc.
4. On the Basis of Profit Orientation:
a. Commercial services – These are the services offered on business lines with an intention of earning profit. Examples- private banking, beauty parlors etc.
b. Social services – These are the services offered on philanthropic lines without any intention of earning profit. These are provided with the intention of serving the society and are therefore also called social services. Examples – services rendered by orphanages, charitable trusts etc.
5. On the Basis of Labor Intensiveness:
a. People based services – These are services which involve human labour of a high degree. These services are actually provided by these human beings. Examples – repairs of auto mobiles, catering, event management, security services etc.
b. Equipment based services – These are services where certain equipment play a dominant role. The role played by laborers is either minimal or totally absent. Examples- vending machines, ATMs, self-activating machines.
6. On the Basis of Contact and Interaction between the Service Provider and the Service Consumer:
a. High contact services – These are the services where the contact or the interaction between the service provider and the service consumer, is very high. The service cannot be provided in the absence of such contact or interaction. Examples – Psychiatric counseling, surgery etc.
b. Low contact services – These are the services where the contact or the interaction between the service provider and the service consumer is very low. The service can be provided even without such a contact or interaction. Examples – tailoring, diagnostic services etc.

FACTORS CONTRIBUTING TO THE GROWTH OF SERVICE SECTOR
1. GOVERNMENT POLICIES: It is Govt. which makes mandatory for price levels, distribution strategies, defining procedure attributes. Another important action taken by the Govt.‟s of many countries has been privatization. “Privatization” means the policy of transforming Govt. organization into investors owned companies. The transformation of such operations like telecoms, airlines has led to restructuring cost cutting and more market focused. 
2. PRIVATIZATION:
i. Increase the efficiency
ii. Increase in profits
New change will require services firm to change their marketing strategy, operational procedures, and HR policies.
3. SOCIAL CHANGES
Now a day there is a drastic change, two members are working, which requires to hire individuals to perform tasks that used to be performed by a house hold member.
E.g. Child care Laundry Food Preparation Combinations of changing life styles like
√ Higher income
√ Declining prices for many high technology products – made for people to by computers.
√ Mobile phone etc.
Increased imaginations into countries – U.S, Canada and Australia.
4. BUSINESS TRENDS
Many professional associations have been forced by Govt. to remove long-standing bars on ads and promotional activities. Franchising has become wider spread in many service industries. Licensing of independent entrepreneurs to produce and sell a branded service according to tightly specified procedures.
5.ADVANCES IN IT:
Changes come from the integration of computers and tele-communication More powerful software enables firm to create databases that combine information about customers with details of all their transaction, so that they can be used to predict new trends, segment the market, new marketing opportunities. The creation of wireless networks and transfer of electronic equipment such as cell phones to lap tops and scanners, to allow sales and customer service personnel to keep in touch.
5. INTERNATIONALISATION AND GLOBALIZATION:
A strategy of international expansion may be driven by a sector for new markets or by the need to respond to existing customers who are traveling abroad in greater numbers. When companies set up operations in other countries they often prefer to deal with just a few international suppliers rather than numerous local firms. The net effect is to increase competition and to encourage the transfer of innovation in both products and processes from country to country.
CHALLENGES AND ISSUES IN SERVICE MARKETING
(a). Tangibility
A product is tangible, which means the customer can touch and see the product before deciding to make a purchase. Items such as packaging and presentation may compel a customer to purchase a product. Services, on the other hand, are not tangible, which can make them more difficult to promote and sell
than a product.
(b). Relationship and Value
Products tend to fill a customer's need or want, so companies can use this to sell a product. A service is more about selling a relationship and the value of the relationship between the buyer and seller of the service. For example, a car is something a buyer can touch and see as well as use. A service, such as lifestyle coaching, for example, is not tangible. A lifestyle coach may be able to assist clients in creating life plan and implementing steps to transform his life into one that the client wants to live, but it is not something tangible that the client can place in his home and look at every day. Therefore, the client needs to perceive the value of the service, which can be harder to get across. 
C.One Versus Many
Marketing products tends to involve multiple products that make up the line. For example, cleaning product manufacturers tend to market not just one cleaning product. Instead, they have a line of cleaning products to serve the various needs of their customers. Services, on the other hand, typically have a single option. It can be harder to promote and sell the reputation of one single service over the benefits of many different products.
(d). Comparing Quality
Measuring the quality of a product is easier than measuring that of a service. If a customer buys a cleaning product to clean the kitchen sink and it doesn’t do the job, the customer knows the value of the product is zero. On the other hand, it is harder to measure the quality of a service.
(e). Return Factor
If a customer purchases a product and it doesn’t work as it is supposed to, the customer can return the product for her money back or at least to receive a store credit. A service is consumed as it is offered, so it lacks the return factor that a product has. Some service providers overcome this by offering money back guarantees.
MARKETING CHALLENGES OF SERVICES:
Managing, growing, and profiting with both product and service businesses are challenging tasks. But the challenges are different from one to the other. Listed below are some of the most common and difficult challenges of growing and. managing consulting, professional, or technology service businesses that don‟t necessary apply to product businesses.
(a). Clients can‟t see or touch services before they purchase them: This makes services difficult to conceptualize and evaluate from the client perspective, creating increased uncertainty and perception of risk. From the firm’s perspective, service intangibility can make services difficult to promote, control quality, and set price.
(b). Services are often produced and consumed simultaneously: This creates special challenges in service quality management that product companies do not even consider. Products are tested before they go out the door. If a product has quality problems while in production the company can fix them and customers are none the wiser. Service production happens with the customer present, creating a very different and challenging dynamic. Trust is necessary: Some level of trust in the service organization and its people must be established before clients will engage services. This is as important, sometimes more important, than the service offerings and their value proposition.
(d). Competition is often not who you think: Competition for product companies are other product companies. Competition for service companies are often the clients themselves: Sure, sometimes you find yourself in a competitive shootout (some firms more than others), but often the client is asking “should we engage this service; at all‟ and „if so, should we just do it in-house‟.
(e). Brand extends beyond marketing: Brand in service businesses is about who you are as much as what you say about yourself. And internal brand management and communications can be equally as vital to marketing success as are external communication.
(f). Proactive lead generation is difficult: Many service companies have tried, and failed, at using lead generation tactics that work wonders for product companies. Implemented correctly, traditional product techniques, such as direct marketing and selling, can work for services, but the special dynamics of how clients buy services must be carefully woven into your strategy.
(g). Service deliverers often do the selling : Many product companies have dedicated sales forces. For services, the selling is often split between sales, marketing, professional, and management staff.
(h). Marketing and sales lose momentum: Most product companies have dedicated marketers and sellers. They market and sell continuously, regardless of the revenue levels they generate. In many services companies the marketers and sellers also must manage and deliver. This can often lead to the Services Revenue Rollercoaster-wide swings between revenue and work overflow, and revenue and work drought.
(i). Passion is necessary yet elusive: The more passion, spirit, hustle, and desire your staff brings to the organization every day, the more revenue and success you will have. The correlation between staff passion and financial success is direct and measurable
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