
Services Marketing 
 

Topic 1 – Marketing in the Service Economy  

 
• Service sector is the engine of economic growth in developed countries 

• Output of services now accounts for 60-80% of the GDP of highly developed countries  

• Service sector accounts for 85% of total employment in AUS  

 
 

Services: Any act, performance or experience that one party can offer to another  

• Essentially intangible and does not result in the ownership of anything 

• Processes (economic activities) that provide time, place, form, problem solving or 

experiential value to the receiver  

• Something that may be bought or sold (not touched)  

 

Value creation: Customers expect to obtain value from their service purchase in exchange for 

their money, time and effort  

• Value comes from variety of value-creating elements rather than transfer of ownership 

• Firms must create & deliver services that are perceived to provide value  

• Choose the value – create the value – communicate the value  

• Service-dominant logic (S-D logic): customers of services are co-creators of value  

 



Differences between G&S 

 

Intangibility – Difficult for consumers to evaluate quality because they cannot touch, taste or 

smell, or even see and hear, a service. Intangibility introduces an element of perceived risk  

Inseparability – The service provider and the consumer co-produce the service  

Variability – Difficult to maintain a uniform standard of service quality  

Perishability – Services are performances or experiences, which means that they cannot be 

stored after production to be used later to satisfy consumer demand  

Ownership – Service personnel and their performance cannot be owned by consumer  

 

Forces have transformed the service economy: The hollowing out effect 

• Deregulation and privatisation, e.g, banking, airline and telecommunications industries 

• Social changes, e.g. aging, population, dual income families  

• Professional services and franchises  

 

Differences between services: Degree of tangibility/intangibility of service processes  

• Who or what is the direct recipient of service processes? 

• Place of service delivery  

• Customisation versus standardisation 



• Relationships with customers 

• Discrete versus continuous services 

• High contact versus low contact  

 

 
 

Service as a system 

 

Service operations system – Can be divided into those involving the actors (or service 

personnel) and those involving the stage set (or physical facilities, equipment and other 

tangibles)  

Service delivery system – Concerned with where, when and how the service product is delivered 

to the customer  

Service marketing system – All the different ways in which the customer may encounter or learn 

about the service organisation  



High Contact service 

 

Low Contact Service 

 



Expanded Marketing Mix for services 

  

Product – products in service are intangible. Customising offering as per customer requirements 

and the actual customer encounter therefore assumes particular significance  

 

Pricing – Labour and overhead costs must be taking into consideration, restaurant not only 

charges for cost of good but also ambience and experience  

 

Place – Can’t be stored or transported, location of service product is important. Fine dine 

restaurant better located in busy, upscale market as opposed to outskirts of city 

 

Promotion – Promotion becomes crucial in differentiating service offering in mind of consumer 

 

People – Direct, personal interaction between customers and the firm’s personnel or employees 

for the service to be manufactured and delivered  

 

Physical evidence (tangible cues) – servicescape – such as physical layout of the service facility, 

ambience, furnishings, background music and seating comfort (interior design of restaurant) 

 

Process of service production – required to manufacture and deliver the service. The actual  

procedures, mechanisms, and flow of activities through which the service is delivered  

• Service script and greeting phrases used by staff members (e.g. mcdonalds orders)  

 

Service management trinity 

• Marketing function: segmentation, targeting, positioning, loyalty programs, etc.  

• Operations function: creation and delivery of the service product  

• HR function: recruitment, training, developing work systems, rewarding, empowering  

 

 

 



Topic 2 – Customer Behaviour, Culture and Service Encounters; Positioning 

Services in Competitive Markets  

 
Three stage model of service consumption 

 

Influence of culture: Culture is sum of learned beliefs, values and customs that create 

behavioural norms for a given society  

• Consumer behaviour is strongly influenced by culture e.g Asian different from western  

 

Collectivism, individualism: In individualist societies (Western) people supposed to look after 

themselves and their direct families  

• Collectivist (Asian) belong to in group that take care of them in exchange for loyalty; 

they subordinate their own needs to those of the group. They rely more on word of 

mouth than media  

 

Uncertainty avoidance: Low uncertainty avoidance – calculated risk is necessary in order to 

seize opportunity  

• High uncertainty avoidance – risk is regarded as threatening and to be avoided. Brand 

image conscious and less impulse shopping  

 

Power distance:  extent to which less powerful members of a society expect and accept that 

power is distributed unequally  

• Low power distance: power relatively equally distributed (western countries) 

• High power distance: hierarchy is strong and power is centralised at top (Asia). Age, 

power, nobility and wealth command respect. Less likely to form relationships with 

service workers  

 

Masculinity – personal achievement and assertiveness favoured  

Femininity - caring for others and nurturing roles and attitudes are favoured 

 


