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Emergence of the service sector



The world's economy has undergone a tremendous transformation during the present millennium ± moving from largely agriculAbstract tural-based systems to industrial-based ones. The development and evolution of services marketing have been ex- Most recently, the more developed economies traordinary. Provides a brief hisaround the globe have evolved into service torical overview of services economies during the last couple of decades. marketing, highlights its differences, then presents an extensive In the USA, Western Europe, Australia, and Japan, for example, consumers now spend list of principles that attempts to reflect the current state of the more for services than for tangible goods. field and provides a springboard And, depending upon one's definition of for the further development of ``service'', service industries now account for services marketing in the next millennium. The list provides almost three-fourths of these countries' gross guidelines for marketing managers domestic product (GDP) and labor force. and ideas for further research. Despite the heavy weighting of the service sector, most of the historical thought and research in marketing has stemmed from the manufacturing sector. Until recently, services were largely considered tools to facilitate the sale of tangible goods. For example, the importance of transportation, warehousing, and other logistical services was recognized during the first half of the twentieth century ± but the core products being shipped and stored were manufactured ones. After World War II, as manufacturers became increasingly proficient in making ``things'' and competition between manufactures intensified, the notion of service gained added prominence. Services began to emerge as significant points of differentiation between firms trying to augment their offerings and otherwise gain competitive advantage in the marketplace. Increasingly, manufacturers have taken on more and more characteristics of service firms. In concert with this evolution, the term ``service'' has developed multiple and somewhat interrelated meanings. Service has to do with: Marketing Intelligence & Planning 17/7 [1999] 324±328
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1 an augmentation of manufactured goods (e.g. the free delivery of a purchased appliance); 2 the assistance provided to top customers to speed and ease their decision-making processes (e.g. customer-contact personnel quickly responding to telephone calls, providing useful information and demonstrations, etc.); and 3 how interactions with customers are handled (e.g. with courtesy, professionalism and attention to both verbal and nonverbal communication). Today, the legitimacy of each of these perspectives is recognized in a fairly broad view of service: valued acts, deeds, or performances done by one person or party for the benefit of another party.



Services are different During the past two to three decades, however, the unique differences between services and goods have been highlighted, and the resulting challenges faced by firms whose core products are services have come into focus. These well-recognized differences and challenges are discussed in most services marketing textbooks today. Here is a brief (very brief) overview: . Intangibility: services can not be seen, touched, tasted, or dropped on one's foot ± which poses difficulties, for example, for consumers trying to understand precisely what they are getting for their money, and for marketers trying to demonstrate the value of their services. . Heterogeneity: the quality of services tends to vary from one location to another, from one employee to another, and even from hour to hour for the same employee. Therefore, service providers are challenged to control the variation in their output and manage customer expectations accordingly.
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Perishability: because services are produced and consumed simultaneously, they cannot be inventoried ± which, of course, leverages the importance of accurately planning and timing service supply (capacity) and demand. Because service firms have no buffer inventories of service, per se, significant imbalances between supply and demand can have devastating consequences. Simultaneity/inseparability: because services are produced and consumed at the same time (simultaneity), customers may not be able to adequately evaluate their service purchases until after they have received the service and committed payment. Further, because service providers and customers are so often in such close proximity to one another during the production/consumption process (inseparability), their interaction and the nature of their relationship takes on an added element of importance.



These key distinctions have become the foundational building blocks of most of the services marketing research, and are perhaps as fundamental to the study of services marketing as the ``4 Ps'' are to the field of marketing in general. The recognition of these distinctions and their implications has had a profound impact on the discipline in both the volume and content of service research. In my estimation, they have driven a doubling of the total volume of services literature in the 1980s, followed by another doubling in the 1990s. Further, because the implications of these key distinctions are not restricted solely to marketing, the direction of service research has been somewhat interdisciplinary ± enriched by the recognition that services marketing issues are inseparably intertwined with a host of other functional areas of business, most notably operations and human resources.



Today's principles of services marketing All of this is to say that the development of thought and research in services marketing has been quite dramatic and rapid during the latter part of the twentieth century. As we approach the new millennium, it is time to pause and reflect upon what we have learned. Toward this end, I have identified a few dozen principles or big ideas of relevance to service providers and service marketers. Listed below, in no particular order, these principles can be used as springboards for



additional research and inquiry in the next millennium: . Service is much more than processing customers and their orders; it is the appearance of the facilities, the behavior of employees, the presence of other customers, and the impressions made when customers come into contact with all these elements. . Successful marketing is more about having what the customer wants than trying to sell the customer what you have to offer. . The greater the customer's level of involvement with the service, the greater his interest in more detailed messages about the service. . Customers are more likely to enjoy the service experience and be loyal to the service business when they are surrounded by other customers with whom they are compatible. . Customer satisfaction is a function of expectations and perceptions ± both of which can be influenced by the marketer. . Because services, per se, are intangible, customers' perceptions of value are enhanced when tangible elements are added or better managed. . Light physical touches ± such as handshakes, pats on the back and touching the elbow ± help customers feel welcome. . Generally, the best opportunity for attracting new customers lies in finding prospects that are most like existing customers. . Relationships make the service world go around ± relationships with customers, employees, suppliers, trade associations, government regulatory bodies, unions, investors, media reps, and so on. . It is virtually impossible to establish and build long-term business relationships with customers without learning and using their names. . Some knowledge of the service and the service business is needed in order for customers to play their roles in providing the service. . Advertising efforts are most effective when customers are in the mood to use the service. . To a large extent, service is not so much what the business does, per se, but what the customer experiences. . The lower the customer's level of involvement, the greater the likelihood that he will become overwhelmed and confused with too much information. . In some service industries, as many as one of every three customers are not thanked for their patronage.
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The older the customer, the more likely he or she will notice and appreciate being thanked ± thanked for anything. Today's service customers expect more than did previous generations of customers. Competition for consumers' discretionary money is greater today than it has ever been, although today the competition often bridges multiple industries. The greater majority of dissatisfied customers never complain to management or staff. They have to be encouraged to voice their dissatisfaction. In most service industries, customers can spend the same amount of money (e.g. $100) in any competitor's business; therefore, the difference between competitors is not the price, but what customers perceive they receive for their money. Think in terms of value, not price. It takes time ± often years ± for teams of service workers or networks of customers to get into cohesive units. Whenever possible, avoid breaking up effective groups. Customers affect one another's satisfaction. Establish a climate of compatible customer behaviors. Every customer is at least a little bit different; there is no substitute for getting to know customers on an individual basis. Seniors typically have more income available for discretionary service expenditures than one might assume. For many customers, time is as much a currency as money. The challenge is to reduce the amount of time customers spend waiting needlessly. In many service industries, children who are exposed to the service or the service business are more likely to be loyal customers as adults than they would be if they were not exposed to the service until adulthood. Customers often notice when employees ``go the extra mile'' for them. Prospective customers often avoid service messages that contain exclusionary or overly technical industry jargon. Ultimately, customers (not managers) define what constitutes quality customer service. Most customers know at least 500 other people. So, a small service business with only 1,000 customers might be only one contact away from 500,000 prospects (i.e. 500 6 1,000); that is one reason why wordof-mouth, customer referrals, and networks can be so potent in the service sector.
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A significant percentage of occasional customers never become repeat purchasers because they are not asked to repurchase. Apparently some service marketers have forgotten the most basic of the basics, i.e. to ask for the sale! Customers can become bored or anxious in the service environment; one of marketing's challenges is to find the optimum stimulation level to keep the two extremes in check. Although word-of-mouth publicity is free, programs to increase positive word-ofmouth and decrease negative word-ofmouth are not necessarily free. Unfortunately, when the service is labor intensive and the customer's presence is required, the level of customer service can vary on the basis of customers' age, gender, ethnicity/race, or other characteristics that have little to do with defensible criteria for service quality. The relative importance that customers place on various service features and benefits evolves. What is important to a new customer might be much less important to the same customer a couple of years later. For many service businesses, a significant number of customers are lost when customers experience lifestyle changes, e.g. illness, birth of a child, going to college, purchase of a new house, career changes, etc., but often these customers can be resold to after the transition period ± if they are recontacted. For other service providers, consumers' lifestyle changes present significant ``pioneer advantage'' opportunities, e.g. being the first diaper service to contact families with new babies, or the first housecleaning service to contact new home owners. Labor-intensive service businesses are usually contact businesses, with thousands of contacts or encounters happening every day ± contacts between customers and employees, employees and other employees, customers and other customers, employees and managers, etc. The quality of service hinges on the quality of these interactions. Often, many would-be customers in the community have never been given a compelling reason to use the service. As competition in the service sector intensifies, the need to focus on retaining existing customers is leveraged. It is often easier to prevent a customer from defecting in the first place than it is to get him or her back after they have already done so.
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Figuratively, customers often wave ``red flags'' before they discontinue their relationship with service businesses. For example, they may downgrade their purchase volume, lodge a complaint that is not satisfactorily resolved, or fail to return the service provider's telephone calls. Recognizing these red flags enables the service marketer to turn up the relationship dial and curb customer defections. Affect is a powerful marketing tool. For example, customers who feel good about the business and its staff are more likely to overlook minor mishaps and mistakes and give the business a second chance when things go wrong. What customers think is important might not be what employees or managers think is important, nor what they think customers think is important. Although empathy is generally recognized as a determinant of service quality, it is surprising how many service managers and employees rarely, if ever, use the service as a customer would. The way employees deal with customers often mirrors the way managers and supervisors deal with employees. One has to be thick-skinned to welcome and listen objectively to customers' complaints. When the service experience depends largely on the customer's knowledge, skills, and role acceptance, perceptions of the experience (and hence perceptions of service quality) are apt to vary greatly. Employees who have an incentive to help retain existing customers are more likely to do so. Because service businesses cannot inventory service, per se, an added challenge of marketing is to match the timing of demand and capacity, so there rarely will be an overabundance of either. Because employee performance is likely to vary from unit to unit, from employee to employee, and even from minute to minute for the same employee, managing quality in a service business means managing human behavior. Training, standards, motivation and managementby-example are helpful. Waiting for service is much more tolerable for customers who have something to do while waiting, are comfortable while waiting, believe the waiting process is a fair one, and know they have not been forgotten.
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It costs several times more to attract a new customer than it does to retain an existing one. A reputation for service quality can provide the service business with a major sustainable competitive advantage. It is better to make your own service obsolete than to wait for a competitor to do it for you. Customer relationships are most vulnerable when changes in the business's services, marketing, or operations noticeably affect customers. Employees will not do X if they are rewarded only for doing Y or Z. When the price of the service is discounted, customers are more likely to perceive a greater value if the original price is retained as a reference point, e.g. when the regular price of a unit of service is $10, a two-for-one special is preferable to charging $5 for each unit of service. Dissatisfied customers might not report their concerns to the service business, but they do tell their family, friends, and other acquaintances. The quicker a customer complaint is addressed, the more likely the customer will be satisfied with the remedy. Often, customers like to believe that the service process and the service outcome is under their control. Offering the customer choices and/or explaining the process increases the customer's perception of control. Often a customer's (dis)satisfaction hinges more on the way an employee responds to a complaint than the customer's original concern itself. Cost control might help a service business survive today, but innovation is required for tomorrow's success. Employees often stifle customer complaints so that managers never hear them ± especially if employees are part of the customers' concerns. Price should complement other marketing efforts, not be a substitute for them. Employees' job descriptions should focus on broadly defined objectives, such as satisfying customers, rather than on endless lists of specific tasks that are easily forgotten and might not be flexible enough to allow employees to respond to unusual circumstances or unique customer requests. Attention to detail is one of the hallmarks of successful service operations; doing 100 things 1 percent better might be more effective than doing one thing 100 percent better.
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When advertising claims promise customers what the business cannot deliver, customers become disenchanted with the business and management might conclude erroneously that advertising is a waste of time. The way employees answer the telephone affects callers' perception of the service business. If you build a better mousetrap, the world will not necessarily beat a path to your door. Instead, think in terms of beating a path to the world's door. Customers tend to forget businesses that forget them. Customers do not like to hear shallow, canned comments like: ``It's not my job''. ``We can't do that''. ``It's not our policy''. ``You'll have to ask the manager about that''. It is often easier to be a planner than a problem solver, i.e. good planning avoids many problems. It is not the customer's job to train employees. The customer is not always right, but the customer is not the enemy, either. Some employees do not care. Some do. Effective managers know the difference. One should never assume that customers who do not speak up are happy customers. Marketing is an investment, not an expense.



Concluding thoughts Beyond the findings or managerial implications of a specific research project, it is useful to occasionally reflect upon the larger picture, to locate ourselves on the map of marketing evolution in general, and services marketing in particular. What have we learned about services marketing over the years? What are the fundamental principles of services marketing? These are the big ideas I have attempted to list above, although any such attempt is doomed to result in an incomplete list. Newcomers to the field might be best advised to consider these principles before getting bogged down in the detail of specific research articles. Likewise, marketing educators might refer their students to these principles as an introduction to services marketing. Longstanding service marketers might revisit the principles and use them to refresh and possibly refocus their practices. And, of course, service scholars may use the principles as springboards to launch their research efforts into the new millennium. They may add to the list, or they might want to challenge the generalizability of these principles. Given the advancement of the field during the last few years of the current millennium, it is exciting to imagine how the list might evolve throughout the next millennium.
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