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1.0 Learning Objectives
This unit aims at providing understanding of the fundamental concepts of services
marketing. After reading this unit, you should be able to:


Explain the characteristics and importance of services



Differentiate between services and goods



Explain the concept and application of services marketing



Elaborate the causes of rapid growth of the service sector in India and abroad

1.1 Introduction
In our day-to-day life; we use a number of goods and services. Services are different
from goods. Services have several unique characteristics. Hence, services require
special marketing strategy. This course on marketing of services focuses on bringing out
making you understand about the
The importance of services is growing over the years. Economies of several countries of
the world including India are largely dependent on the services sector. The contribution
of the services sector to the Gross Domestic Product (GDP) of India has also increased
over the years. The services sector has also created employment opportunities for crores
of people.
This unit discusses fundamental concepts of services marketing, explains the
characteristics and importance of services. It also presents the difference between goods
and services.

1.2 Definition of Services
A product can be defined as something which has need satisfying attributes. It can be
either tangible or intangible. The tangibles such as a mobile phone, laptop, bike, car,
rice, dal etc. are known as goods. Banking, teaching, cooking, legal consultation,
entertainment, transportation, etc. are examples of services. Services can be defined and
interpreted from multiple perspectives. However, the unique characteristicsof services
such as intangibility, inseparability, perishability, variability and lack of transfer of
ownership constitute the key part of the definition of services.
The American Marketing Association interprets services from two different
perspectives. The first part of the definition suggests that services could exist in two
different forms namely, purely intangible services (example: bank loan, teaching,
consulting etc.) and services combined with goods (example: travel, hotel, healthcare
etc.). The second part of the definition discusses about the after sales services (example:
installation, repair, maintenance etc.). Hence, it would be appropriate to summarize that,
a service, is any act or performance by the service provider to the customer where there
is no transfer of ownership. Some examples of various types of services are given
below.
Odisha State Open University
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Figure - 1: Examples of various categories of services

1.3 Definition of Services Marketing
Marketing can be defined as the process of identification, creation, communication and
delivery of value to satisfy customer needs profitably. Thus, marketing of services
implies to the same; however, with special attention to the unique characteristics of
services. It is also based on the quality of relationship and creating superior customer
experience. Customers and consumers have different perception and expectations
related to the service and the service provider. The unique characteristics of services
discussed in the following section.

1.4 Characteristics of Services
The important characteristics of services include intangibility, inseparability, variability,
perishability and non-ownership. These unique attributes of service make marketing of
services slightly complex as compared to the marketing of goods and calls for unique
marketing mix strategy (discussed in block-2 of this course). Let’s elaborate each of the
unique characteristics.
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Figure-2 : Characteristics of services

1.4.1 Intangibility
Unlike goods, services cannot be seen or touched. It does not have a definite shape, size
or dimension. It can only be felt or experiences. All these imply towards invisibility of
the services performed.

1.4.2 Inseparability
We can easily separate goods from the manufacturer. Whereas, services cannot be
separated from the service provider. For example,we can easily separate a pen or an
handicraft from their maker. However, we cannot separate teaching or knowledge from
the teacher or knowledge, skill, care and ability to diagnose the disease from the doctor
or nurse. Service performances are largely based on the knowledge, skill, experience or
competency of the service provider. Hence, it is impossible to separateas service
delivery is an art or act.

1.4.3 Variability
Service performances vary from time to time even if performed by the same service
provider or someone with similar calibre. For example, the taste of food prepared by the
same chef will very each time it is prepared. The same teacher can never deliver the
same lessons exactly in the same way (word to word). The performance of a sports
person will differ each time even if it is performed on the same field or ground. Hence,
standardisation in case of services is not possible.

Odisha State Open University
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1.4.4 Perishability
Services are performed and consumedimmediately. It is highly perishable as it cannot
be stored or transferred. The test of the leftover food is lost for ever after a certain
period. One cannot enjoy or experience or benefit in case he or she fails to attend a
lecture (unrecorded) or missed travel opportunity. It is evident from the fact that face to
face interactions are usually considered to be more effective as compared to the
recorded or remote interactions; despite all the benefits of operating or interacting
remotely. Being then and there at that moment when the service is performed or
delivered has its own charm or merits.

1.4.5 Non-ownership
Service delivery does not amount to change of ownership as these are performances.
When we go to the theatre to watch a movie or play we do not own the seat beyond that
period or the theatre. Similarly, consulting a doctor or a lawyer does not amount to any
kind of ownership. However, we might benefit from their expert advice. Certainly, the
employees of an organization are not owned by the employer and being employed does
not result in ownership of the organization.

1.5 Common Aspects of Goods and Services
Following are some common aspects or elements between goods and services.


Both goods and services carry some value or need satisfying attribute.



Both goods and services are designed, developed and delivered keeping a
specific customer segment.



Almost all the goods require some form of services and the services require
some kind of products for creation and consumption.



Both are created to meet or surpass the expectations of the customers or users.



Both the manufacturers and the service providers have some expectations (may
be monetary or non-monetary) in return.

1.6 Difference Between Goods and Services
The differences between goods and services are given below.
Goods

Services



These are tangible in nature.



These are intangible in nature.



These can be stored.



These cannot be stored.



Purchase of goods result in transfer of 
ownership.



These can be standardised.

Odisha State Open University
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Other than a specific category of 
product; these are durable and
definitely lesser perishable.

These are perishable in nature.



These can be separated from the 
manufacturer.

These cannot be separated from
the service provider in most
cases.



Customization of products at the level 
of the manufacturer is not common.

Customization
abundant.



It is relatively easy to estimate the 
demand in case of goods.

Estimation of demand of services
is difficult and it can highly
fluctuate.

of

services

is

Table-1: Difference between goods and services

1.7 Goods and services continuum
As discussed earlier, almost all the goods require some form of services and the services
also require some kind of goods to be developed and consumed. If we categorize goods
and services based on their mutual dependency then we can get a continuum. It will
have pure services (those require minimum or negligible dependency on goods to be
developed and consumed) at one end and pure goods or commodities (those require
minimum or negligible dependency onservices to be developed and consumed) at the
other end. Figure-3 represents the same.

This Photo by Unknown Author is
licensed under CC BY-SA

Figure-3 : Goods and services continuum
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Based on the involvement of goods and services components the categorization is
presented below.

1.7.1 Pure services
This category represents services which do not largely depend on any kind of goods.
For example: massage, babysitting, psychotherapy, yoga training, professional advice or
consultation.

1.7.2 Services accompanying goods
Activities such as teaching, legal consultation, first aid, finance and investment related
advice can be performed with minimum dependency of goods. The dominant part of the
service delivery depends on the knowledge, skill, understanding, experience and
competency of the individual. For example: a teacher can teach a class with limited
additional resources. Same is true for all the examples given in the first part of this
paragraph.

1.7.3 Hybrid
Services such as travel or transportation (by road, rail, water or air) or restaurants are
equally dependent on the quality of the service provided by the support staff involved
and the vehicle (bus, train ship, aeroplane etc. in case of travel of transportation) and
quality, taste of food, ambience etc. in case of a restaurant. Further time, price, location,
brand and other amenities provided by the service provider also matters a lot in many
cases and for most of the customers. These are hybrids; depending almost equally on the
tangibles (goods) and the intangibles (services).

1.7.4 Goods accompanying services
Purchase and use of bike, car, mobile handset, laptop, refrigerator etc. largely depend on
the device or the equipment. The features of the device such as shape, size, colour,
features, technical specifications etc. significantly influence the customers decision.
After sales service such as installation, post purchase demonstration, repair,
maintenance etc. are usually the secondary considerations for a large chunk of the
buyers.

1.7.5 Pure goods
Purchase and consumption of goods such as toothpaste, soap, shampoo, salt, sugar, rice,
beverages, edible oil etc. do not require any form of additional or accompanying
services. These are examples of pure goods.

1.8 Classification of Services
Classifying services is as difficult as deciding the exact position or category of a
particular service in the goods and services continuum. However, services can be
classified based on the following aspects.
Odisha State Open University
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Tangibility of performance



Possession and ownership



Type of relationship with the service provider



Nature of service delivery



Sector and profit orientation

1.8.1 Based on tangibility of performance
We have already discussed that; services are intangible in nature. However, service
providers use certain products, goods or tools in order to create or develop the service.
The use of such tools (tangible elements) creates substantial difference in building
customer perception regarding the service, the service provider and the process of
service delivery.
Services like teaching, consulting, entertainment, legal services etc. can be delivered
with the help of minimum or involving negligible tangible elements. However, services
like healthcare, restaurant, transportation, airlines etc. require involvement of tangible
elements as critical components of the service delivery process.
For example, a teacher can teach to students directly without any learning aid like a
projector, smart classroom, etc. The teaching and learning process can continue in the
face-to-face mode without these fancy gadgets. However, involving or using these
modern equipments or teaching aids can make the class interesting or engaging. But the
essential point is that these will add to the cost of the teaching and may not give the
desired result if not handled tactfully. The essential point is that the teaching learning
process can happen without involving or using these tools.
On the contrary, the ambience of the hotel, hygiene, the ingredients used, the utensils in
which the food is served or the cutlery used will have substantial impact on the
customer’s overall experience of having food. At times, all these things matter a lot
more than the exact manner of cooking or food preparation. Similarly, for an airline the
plane that is going to carry passengers from one place to the other matters equally
important as compared to the skill and competency of the pilot and the entire flight
crew. If the passengers know that the pilot and the flight crew are extremely skilful and
experienced but there is a mechanical failure in the plane; then definitely no one will
prefer to board that flight. Neither the airlines or the airport authorities will permit to fly
or carry passengers on a defective aeroplane no matter how skilful and experienced the
flight crew are.As a matter of fact the flight crew will not agree to use such a plane. This
signifies the importance of the plane (a tangible component) for the service providers
and the customers in the service delivery process. Same is that case for the on road
transport (bus, truck, car etc.); railways (trains) and water transports (ships, cruse etc.).
The healthcare sector is another example where the use of the tangible parts such as the
medicine, stethoscope, thermometer, sessor, syringe, X-ray machine etc. matter equally
important as compared to the knowledge, skill and competency of the doctor.
Odisha State Open University
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1.8.2 Based on Possession and Ownership
We have already discussed that;all kind of services do not essentially result in any kind
of possession or transfer of ownership. However, in some cases there is transfer of
goods or tangible components as well as creation of ownership in the services delivery.
Such ownerships and possessions are validated by some tangible or physical evidence.
In case of banking services,the bank passbook, debit or credit cards signify both
ownership and possession. For insurance services the policy bonds indicate the same.
These documents are retained by the customer as evidence of their association with the
service provider. Same is the case of teaching is a service. A student by virtue of taking
admission in an institution does not own or take back the infrastructure (classroom,
hostel, canteen, library etc.). Neither do a student own the teachers or the support staff.
However, the identity card signifies their enrolment and the certificate, marksheets,
degree or the awards they receive after successful completion of the course signifies
their educational qualification.
Similarly, when we watch a movie in the theatre or we go for picnic; we as customer or
visitors do not own the places; these do not also amount to any kind of possession or
ownership. However, the services are delivered and the needs are satisfied successfully.
The same situation is evident in case of hospitals, transportation, restaurants etc. All
these amount to either no or temporary possession and ownership for a limited time.

1.8.3 Based on type of relationship with the service provider
The relationship between the service provider and the customer carries a lot of
importance in the process of service creation, delivery, consumption and loyalty.
Services like banking, insurance, education, security etc. require continuous
involvement and interaction between the service provider and the consumer. For all
these services there is a prolonged relationship or association between the customer and
the service provider.However, for services like theatre, restaurant, transportation,
healthcare etc. require limited interaction as and when required. For all such cases the
nature of relationship is temporary and limited to a specific time period.

1.8.4 Based on profit orientation and sector
Services can be offered form service providers belonging to various strata of the society
and the intention behind providing the services also differ. Hence, broadly service
providers can be classified in to for profit (profit making or profit oriented) and not for
profit (none profit making) organizations.
Further, the sectoral classification of services includes public and private sectors. The
public sector includes agencies, organizations and departments of state and central
governments dedicated for public welfare. On the other hand, the private sector includes
individuals or groups doing business.
For example: the state-run educational institutions, hospitals parks, community centres
do not intend to make profit through their operations. However, the state-run airlines,
Odisha State Open University
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navtanta companies intend to make profit. Similarly, there are several charitable
institutions opening under the private sector are non-profit making and most of the
privately run organizations are profit oriented.

1.8.5 Based on nature of use, purchase or consumption
Services can be classified into two broad categories based on the nature of use, purchase
or consumption. These two categories are consumer services and industrial services.
Consumer services are availed by individual or households with personal use in mind.
However, industrial services are intended for value addition and commercialization in
mind. This is very similar to the Business to Consumer (B2C) and Business to Business
(B2B) business orientation however, implied only in case of buying and selling of
services.
For example: both an individual and an organization can approach a security firm to hire
security guards for themselves. However, the individual would usually have the
intention to safeguard private property or assets. On the contrary, organizations like
banks, educational institutions, hotels etc. would engage security guards to protect their
assets and property that enables them to carry out their day to day activities. Here, the
interest is commercial in nature.

1.8.6 Based on the nature of interaction
The nature of interaction between the service provider and the customer is another
important aspect of the services management process. Such interactions can happen
under multiple circumstances. Services can be demanded or ordered and delivered under
physically or virtually. Physical interaction takes place whether the customer visits the
service provider or vis-à-vis. Such interactions can happen at a specific place, may be a
single location or it can spread over multiple locations. Refer the following diagram to
get a comprehensive account of such classification along with examples.

Odisha State Open University
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1.9 Services Marketing Mix
Marketing mix can be defined as a combination of tools and techniques meticulasly
prepared to achive the marketing objectives. There are several common tools and
techniques. However, the recipe will very from person to person and organization to
organization. In fact, an organization can have defferent marketing mix over different
time period and for differnet products and services. The other aspects those influence
this combination includes objective of the organization, time, market, target group of
customers, nature of offering etc.
The marketing mix for product include 4 Ps (Product, Price, Place and Promotion). For
marketing of services the marketing mix includes 7Ps (Product, Price, Place, Promotion,
People, Process and Physical Evidence). Block-2 of this course gives a detailed account
of the servies marketing mix. This section briefly highlights the important concpets of
services marketing mix.
There are three addional Ps to the traditional 4 Ps. These additional Ps make the
process, strategy and execution of services markting standout as compared to the
product marketing mix. Let’s disuss these addional Ps briefly.

1.9.1 People
This element of the service marketing mix includes all the humanbeings or actors
involved in the proces of service creation, delivery and consumption. The employees
working for the service provider, the customers etc. those who are parts of the service
environment are included in this broad category. The human players substantially
influence the customers pereption, experinece and behaviour.
For example: a popular doctor in a hospital or may be a clinic is considered to be the
face of the healthcare service provider. Similarly, the teachers of the educational
institution, actor of a movie, behaviour of the retail staff, cook or chef of a hotel,
capability of the lawer to win cases by providing sound logical and legal arguments
ultimatly influence the individual choies, perception and experince.

1.9.2 Process
Processes indicate the manner or procedutre in which something is done. It includes
poliies, procedures, flow of activities and related qualitative and quantitative parameters
for creation, delivery and consumption of servies. In a broad sense, there are otherwise
known as service process or operation management.
For example: the chefs are trained to follow specific manner of cooking, manufacturing
units have Standard Operating Procedures (SOP). The SOP essentially tell everyone
how specific actions are to be performed. Many hospitality service providers have
stringent quality control parameter in place to ensure that the customers receive the
appropriate level or standard of service.
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1.9.3 Physical Evidence
Any evidence related to the quality, standard or performance of any service serves as an
asurance for the customers. It helps to develop trust and positive emotion for the service
provider. Such evidences are extremely important and substantially influence the
consumer decision making process.
For example, if a jewller is selling gold ornaments with hallmark then the presence of
the hallmark itself gives the customer a sense of assurance about the quality or purity of
gold. And that assurance paints a positive image of the jweller. Similarly, when the
customer of a bank receives the passbook and looks at the exact balance in the account;
he or she gets a sence of aasurance that the money is in safe custody. However, in the
absence of the hallmark or the passbook or the insurance policy bond the situation
simply lacks trust and authenticity. Presence of such physical evidences are citical for
several type of servies.

1.10 Scope of Services Marketing
Services marketing has emerged as a separate discipline for its ever growing
importance. Whether it is the exiting or the fresh employment opportunity, demand,
contribution to the GDP and overall influence on the economy the importance of the
services sector is increasing year on year.This trend is evident across the globe. Whether
it is a developed, developing or an under developed nation the demand and contribution
of serices are showingan upwards trend. The services sector is dominating both the
agricultural and industrial sectors. More and more econmies are banking on the growth
of the services secotr to flurish.

1.11 Let’s sum-up
In this unit, we have discussed about the definition, nature, importance, characteristics
and classification of services. We have also discussed about the differences between
services and goods. The unit also included the concept and application of services
marketing and goods and services continuum.

1.12Key terms










Consumption
Experience
GDP
Goods
Goods and services continuum
Inseparability
Intangibility
Intangible
Marketing mix
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Non-ownership
People
Perishability
Physical evidence
Process
Products
Service provider
Services
Services marketing
Tangible
Variability

1.13 Check Your Progress
 _________ sector had the largest contribution to GDP in the pre-industrialization
era.
 Intangibility signifies ________________________________.
 Inseparability implies ________________________________.
 Marketing mix for products and services are same. State true or false.
 Define services marketing.
 Perishability indicates that _____________________________.
 Variabilitymeans ______________________________________.
 Service purchases amount to non-ownership. State true or false.

1.14 Further readings
 Adrian Palmer, Principles of Services Marketing, (New York: McGraw Hill),1998.
 Christian Groonross, Service Management and Marketing, New York. John Wiley,
2000.
 Donald W. Cowell, The Marketing of Services, (London: Heineman), 1996.
 Payne: Essence of Services Marketing, (New Delhi: Prentice Hall of India).
 Ravi Shanker, “Services Marketing: Text and Readings,” (New Delhi: Excel
Books, 2002).
 Teresa A. Swartz and Dawn Iacobncci, Handbook of Services Marketing and
Management, (New Delhi: Sage),2000.
 Valarie A. Zeithaml and Mary Jo Bitner, Services Marketing, (New Delhi, Tata
McGraw-Hill), 2000.
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1.15 Model Questions
 What do you mean by service? Explain the reasons behind the growth of services
sector across the globe.
 Describe the differences between goods and services with example.
 Give an account of classification of services with example.
 Define ‘goods and services continuum’ with examples.
 What are the unique characteristics of services? Elucidate with example.
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Unit-2
Services Marketing Environment
Structure :
2.1 Learning Objectives
2.2 Introduction
2.3 Service Marketing Environment
2.4 Types of Service Marketing Environment
2.4.1 Micro environment
2.4.2 Macro environment
2.5 Elements of Micro Environment
2.5.1 Customers
2.5.2 Employees
2.5.3 Competitors
2.5.4 Business Partners or Collaborators
2.5.5 Service Organization
2.6 Elements of macro environment
2.6.1 Demographic Environment
2.6.2 Economic Environment
2.6.3 Ecological Environment
2.6.4 Technological Environment
2.6.5 Politico-LegalEnvironment
2.6.6 Socio-Cultural Environment
2.7 Environmental Scanning
2.8 Importance of Scanning
2.9 Let’s sum-up
2.10 Key Terms
2.11 Self-Assessment Questions (short answer type)
2.12 Further Readings
2.13 Model Questions (long answer type)

2.1 Learning Objectives
This unit aims at providing the basic understanding of the components of the service
marketing environment. After reading this unit, you should be able to :
 Explain various applications of environmental scanning in the context of service
marketing
Odisha State Open University
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 Explain the characteristics and importance of the elements of the internal and
external environment
 Differentiate between micro and macro environment
 Explain the importance of analysing the service marketing environment
 Explain the concept and application ofservice marketing triangle

2.2 Introduction
The natural environment and the elements of the ecosystem interact and affect each
other. Any change in one element create a cascading effect and impacts other elements.
The impact may be uneven; that means one element might affect some elements up to a
great extent and others mildly. This metaphor holds good in case of business
organizations as well.Thus, it is important for the business organizations to understand
and keep track of the changes in the business environment and their corresponding
impact.
Service organizations are also business organizations like the manufacturing
organizations. Formulation of strategy for service design, development, delivery and
marketing in general largely depend on the elements of the micro and the macro
environment. This unit presents a detailed account of each element of the service
marketing environment and their interrelationship.

2.3 Service Marketing Environment
In broader sense most of the elements of the business environment and the service
marketing environment are same and their interrelationships are similar. However,
service marketing environment is different and only concerned about the specific
developments related to the services sector. The unique characteristics of the services
also uniquely affect the strategy of the service marketing organizations. Hence,
development of any policy, practice, process or strategy for service organizations should
take note of the environmental factors.
For example: implementation of the GST rule in India had a looming impact of business
organizations. Restrictions related to Covid 19 pandemic affected the services sector up
to a great extent. The tours and travel operators, cinema theatres, hotels, restaurants,
amusement parks shopping malls etc. have suffered a lot. Almost all the educational
institutions are compelled to adopt online teaching-learning method due to these
restrictions. Many organizations have adopted work from home practice. On the
contrary the OTT platforms, digital payment wallets, home delivery services, video and
web conference service providers have gained during the pandemic.
From all the above examples and situations, it is evident that any change in any element
of the business environment will have different impact on different organizations.
Understanding, analysing, monitoring and formulating strategies in accordance to the
changes ultimately decide the fate of the organization.
Odisha State Open University
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2.4 Types of Service Marketing Environment
The service marketing environment can broadly be classified in to two categories and
they are the macro environment and the micro environment.

2.4.1 Micro environment
The micro environment includes elements those are largely or up to a great extent can
be controlled by the service provider. Some elements of the micro environment
constitute a part of the organizations own internal environment and some are external to
the organization. The 7 Ps of the marketing mix (product, price, place, promotion,
people, process and physical evidence) are the elements of the internal environment.
Whereas, business partners, customers, shareholders, competitors are the elements of
the external environment of the service organization. All these elements of the internal
and external environment combinedly form the micro environment. These components
are discussed in section 2.6 of this unit.

2.4.2 Macro Environment
The elements of the macro environment are usually beyond the direct control of the
business organization. These are also external to the environment of the organization. A
service organization can only respond to the changes in the macro environment. A
proactive approach is to be followed in order to survive, strive and thrive in accordance
to the changes. Demographic, economic, ecological, technological, political, legal and
socio-cultural factors constitute the macro environment of the service organizations.

2.5 Elements of Micro Environment
The following forces or elements constitute the micro environment of a service
organization. Each of these elements are discussed with example in the following
subsections.
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2.5.1 Customers
Customers are at the centre of every decision that a company takes. The more customer
centric the decisions are the more is the possibility of the brand or the company to
succeed. Hence, it is appropriate to conclude that customer focus is the key to the
success of the organization. Modern day marketing begins with identifying customer
needs, taste, preferences; then creating products or services accordingly and then
communicating the value proposition and delivering the products or services profitably
to satisfy the customers. This interpretation starts from identification of customer needs
or wants and ends at customer satisfaction. It is a continuous process. Marketers should
continuously monitor the changing needs, wants and motivation behind the customer’s
decision to purchase or not to purchase. It is a relentless pursuit.
The importance of customers remain equally significant for the companies involved in
manufacturing or selling goods services. Better and accurate understanding of the
customers leads to effective strategy formulation and achievement of the desired results
or attainment of the desired goals. Decision regarding each element or the overall
combination of the marketing mix should be based on the factors influencing consumer
behaviour and decision making process.

2.5.2 Employees
People employed in the service organizations especially the front level employees those
who come in direct contact or interact with the customers directly are the unannounced
brand ambassadors. They matter more than the chief executive or the promotors or the
celebrity brand endorser. The fact of the matter is that through the direct interaction they
can develop a positive relationship with the customers, or give a positive impression
about the brand or standard. However, the senior executive or the celebrity brand
ambassador would not come in direct contact with the customers, be a part of the
service delivery process and collectively nurture or contribute to the customers
experience of the service performance.
For example: the front office executive or the housekeeping staff of a hotel contribute
directly and matters significantly in extending hospitality to their guest as compared to
the CEO. It is these small but meaningful interactions which adds substantial value and
possibly presents the moment of truth to the customers in terms of the service quality,
standard and promises made by the brand.
Having said this, we do not mean that the CEO’s role or contribution is not important or
does not matter at all. The CEO is possibly entrusted with the responsibility to
understand these nuances, create organizational policies, principles, make the
employees understand their importance in the entire process, provide training and
ultimately empower the employees to discharge their duties as desired. However, the
level of honesty, sincerity, motivation, skill and appropriateness in execution by the
employees contribute immensely towards building the brand image by creating superior
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or meaningful customer experience. Happy and satisfied customers become loyal and
repeat their purchase. This adds to the profitability of the service organization.

2.5.3 Competitors
Competitors are external to the operating environment of a company. However, they
have the power to substantially influence the overall marketing strategy of their rival.
An organization and its competitors are aiming to achieve the same thing (sales,
revenue, profit, market share, etc.) by offering similar (products, services, value
proposition etc.). The rivalry among the competitors is good for the customers.
Intensive competition results in better products and better service delivery. However,
anticipating the strategy of the competitors and formulating counter strategies to gain
competitive advantage is significantly important. Level of competition can manifest in
multiple shapes, forms and nature. The five forces model of Michel Porter provides and
framework to understand and analyse the factors or forces responsible for determining
the level of competition and the attractiveness of the industry.
No company, brand or organization functions or exists in isolation. Similarly, the
customers also have access to multiple alternatives. They come across the marketing
stimulus from multiple brands. They can try, test, purchase any brand of their choice. It
is not the responsibility of the customers to get familiar with each brand available in the
market to form their opinion or impression. Their opinion or impression can be rational
or irrational. Hence, it is the responsibility of the brands or marketers to make the
customers aware of their unique value proposition.
For example: in case of a service like ‘education’. There are several institutions or
universities. Each institution might offer multiple courses in different disciplines.
However, there could be many important factors the students or their parents might
consider before taking admission. These might include factors like the overall reputation
of the educational institution, past history, legacy or record of the institution, faculty,
placement, in campus facilities, alumni, scholarship, location, fees, legal position and
affiliation etc. Most of the institutionswould possibly highlight their strength or
accomplishments as per these factors to influence the decision of the students or their
parents. The claims made by the institutions also influences the strategy and claims
made by other institutions. If one is claiming 100% placement and if this is attracting
more students to take admission then the other institutions will also start claiming
something similar. We have all experienced such situations and claims. This is the
reason for most entities operating in a particular industry or providing similar products
or services end up making similar claims. Such, parity in the claims make it confusing,
generic and less appealing to the customers. Hence, the marketers must come up with
solid differentiation strategy and unique appeal to cut the clutter and standout. All these
are possible when one is vigilant about the competitors.
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2.5.4 Business Partners or Collaborators
Partners and collaborators add value and create win-win situation for the stakeholders. It
can manifest in multiple forms. The raw material supplier, distributors, investors,
retailers, franchisee owners, media partners, legal aid or service providers, promoters
etc. Every organization must understand and value the power of such collaborations for
mutual benefit. Each partner should bring something unique to the table. The promotors
of the service organization should strive balance and generate synergy among all the
partners or collaborators. If not managed or valued properly these entities might just
collaborate with the competitors and that would be an absolutely avoidable situation.

2.5.5 Service Organization
The service organization is unique as discussed in the first unit of this block. Each
organization should identify its own strengths, weaknesses, opportunities and threats. It
should capitalize on its strengths to maximize or optimize gains from the opportunities
and minimize losses due to eminent threats. The organization should work in
accordance to its vision and mission. It should develop a solid value proposition and
clear differentiation through its core competencies and competitive advantages over the
rivals. This is easier said than done. A lot of resources (physical, intellectual, capital
etc.) are to be arranged, manages and mobilized based on the situation, policies,
procedures, processes, relationships are to be developed in accordance to achieve the
desired goals or to achieve the set targets or objectives.

2.6 Elements of macro environment
The following forces or elements constitute the macro environment of a service
organization. Each of these elements are discussed with example in the following
subsections.
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2.6.1 Demographic Environment
The demographic environment includes factors like size and density of the population;
composition of the population in terms of age, gender, income, occupation, location,
education, race, religion, status and nature of employment, size and composition of
household etc.
Demographic factors are among the most important factors those influence the purchase
decision of individuals whether it is a product or service. We can all relate to situations
or instances where our purchase decision changes depending on our age, gender, stage
of lifecycle, income and purpose of buying etc. Hence, the service organizations have to
take these factors into account while developing their services marketing strategy. These
factors also help the marketers in market segmentation, identify the target market, craft
suitable value proposition and develop appropriate positioning strategies.

2.6.2 Economic Environment
The economic factors include the macro and micro economic structure, system and
realities of a particular region. It can be a state or a country or may be a district or an
household. Some of the major economic variables influencing the services marketing
strategy include income, savings, interest rates, taxation, currency exchange rates,
employment / unemployment, disposable income, the GDP growth rates, openness of
the economy, market structure, ease of doing business or business friendliness structure
and strength of the capital market etc. Assessment of these variables provide a picture of
the economic power of the place in which the service organization is operating or
intends to operate along with the target group of customers and their purchasing
power.Hence, these variables ultimately influence the nature, quality, standard and other
components of the service development, delivery and consumption process.

2.6.3 Ecological Environment
Ecological environment implies natural environment. It includes the climate, weather,
availability of natural resources, frequency of natural disasters and the kind of disasters,
level of pollution etc. These conditions are well beyond the control of anyone. However,
these play crucial role in not only establishing the business but also in its smooth
functioning, long term viability and profitability. Businesses not only procure most of
their resources from the ecological environment but the kind of service they provide or
the kind of activities they indulge in with these natural resources also significantly
influence the choice of services offered and demanded.

2.6.4 Technological Environment
Technology has been one of the greatest factors that substantially alter things and
practices at individual, community, society or business level. Starting from the
invention of the wheels to the internet or smartphones; all these technologies have been
modifying our behaviour in every possible manner. At present we are discussing or
debating about the influence of 5G technology, artificial intelligence, machine learning,
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robotics, virtual and augmented reality on our personal and our professional life.
Whether it is manufacturing, cultivation, communication, transaction, exchange, design
and delivery of services of a specific type or kind; technology influences both the
demand and the supply side of it. It defines and redefines how we do things. Most of the
time technology simplifies or makes it convenient for us to perform certain tasks or
activities. Be it the steam engine that paved way for industrialization or communication
or scanning a QR code or bar code to make payments; technological advancements
intend to make things easier and better.
Aviation, banking, hotel booking, insurance, education, telecommunication, healthcare,
entertainment, retail and all other services are not only influenced by technology but
also thrive on technological advancements.

2.6.5 Politico-Legal Environment
The political fabric of the country or state influence every strata of life and profession.
The party in power decides the state of afire regarding governance, law and order,
regulatory mechanism, circulation of money, economic afire, national security,
communal harmony, business friendliness etc. For example, implementation of the
Goods and Services Tax (GST) in India has influenced the pricing of goods and
services. Other examples could be the imposition of lockdown and shutdown to control
the spread of Covid-19 or the demonetization scheme announced by the government.
There are countless examples of such instances where the decision of the government
and the legal system ultimately decide or influence what can we do or not do. They also
influence the manner in which we can do or perform certain activities.
Political stability, maturity, ideology, agenda, nature of governance also determine the
policies of the government. Some policies may be favourable for business or many be
for a specific type of business and some policies might be intendent for social
development or pro-people. Businesses in general (no matter whether in to products or
services) should keep track of such developments and mend their business policies and
practices accordingly. Other than the rules and regulations regarding establishment of
business and taxation there are several other laws which influence the business of
service organizations in India are consumer law, intellectual property rights, import and
export law, employment related laws, competition, etc.

2.6.6 Socio-Cultural Environment
Society, culture, tradition, beliefs, norms, values, customs etc. define the civilization.
These are deep rooted in the or embedded with the psychology of human beings. These
are the identities individuals receive with their birth. However, due to cross cultural
exchanges, interactions and crossovers these factors change. These changes are reflected
in the lifestyle, habits, thinking, perception and behaviour of individuals. Asians have
different way of life as compared to the British or Germans or Russians or Americans.
Even all of the Asia does not follow one culture. In India also, we have so many
cultures, traditions and value systems. We are rich in our diverse cultural heritage.
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Hence, it becomes important for the service organizations to identify, respect and work
in accordance with the socio-cultural environment in which they are operating. Any
violation, deviation, disrespect or misalignment will possibly lead to serious backlash
and outrage. However, if understood and strategized properly these could create
tremendous business opportunities, customer loyalty and profitability of the business
organization.

2.7 Environmental Scanning
Environmental scanning refers to a careful and systematic analysis of the elements of
the business environment and then formulating strategies based on the findings of the
analysis. Without solid understanding of the environmental conditions and the
interaction of forces or elements of the business environment; no business can be
proactive in planning or execution of strategies. Hence, in the absence of sound
understanding of the business environments organizations can be left with the only
option to be reactive or respond to the changes in the business environment. A proactive
approach is always better than taking reactive measures.
Environmental scanning prepares and puts the business organizations in a better
position. However, the quality, accuracy, interpretation and implementation of strategies
based of the environmental scanning is critically important. It is a continuous activity.
This means business houses should continuously scan or monitor all the forces and
components of the business environment. It is not a one time job. The organization must
also be prepared and flexible enough to take corrective measures to respond to any
change in any of the factors of the business environment. Consider these are to be as
important as the intelligence input in military warfare. Without information about the
environmental factors businesses will be left with few options and may not be in a
position to get the desired result. Therefore, the role of environmental scanning is
paramount for the survival, growth and long term viability of the service organizations.

2.8 Importance of Scanning
Following are some of the reasons which make environmental scanning very important.
 It helps in self-discovery (identification of own strengths, weaknesses, core
competencies etc.)
 It enables identification of opportunities and threats
 It gives us information, direction and helps us in preparation of action plans and
channelization of resources
 It makes us proactive and well equipped to respond to changes or situations
 It prepares us to respond to or tackle competitive moves

2.9 Let’s sum-up
This unit covered the factors or forces which constitute the service marketing
environment. These factors can be broadly be classified into micro and macro
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environmental forces. The elements of the micro environments are largely or up to a
great extent can be controlled by the business organizations. On the contrary, the
elements of the macro environment are beyond the control of the service organization.
Some elements of the micro environment constitute a part of the organizations own
internal environment and some are external to the organization. The 7 Ps of the
marketing mix (product, price, place, promotion, people, process and physical evidence)
are the elements of the internal environment. Whereas, business partners, customers,
shareholders, competitors are the elements of the external environment of the service
organization. All these elements of the internal and external environment combinedly
form the micro environment.
Demographic, economic, ecological, technological, political, legal and socio-cultural
factors constitute the macro environment of the service organizations.

2.10 Key Terms
 Business environment
 Environmental scanning
 Macro environment
 Micro environment
 Internal environment
 External environment
 Business partners
 Customers
 Shareholders
 Competitors
 Demographicfactors
 Economicfactors
 Ecologicalfactors
 Technologicalfactors
 Politicalfactors
 Legalfactors
 Socio-cultural factors

2.11 Self-Assessment Questions (short answer type)
Question : Define the following terms in a sentence or two.
a. Business environment
b. Business partners
c. Competitors
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d. Customers
e. Demographicfactors
f. Ecologicalfactors
g. Economicfactors
h. Environmental scanning
i. External environment
j. Internal environment
k. Legalfactors
l. Macro environment
m. Marketing environment
n. Micro environment
o. Politicalfactors
p. Shareholders
q. Socio-cultural factors
r. Technologicalfactors

2.12 Further Readings
 Adrian Palmer, Principles of Services Marketing, (New York: McGraw Hill), 1998.
 Christian Groonross, Service Management and Marketing, New York. John Wiley,
2000.
 Donald W. Cowell, The Marketing of Services, (London: Heineman), 1996.
 Payne: Essence of Services Marketing, (New Delhi: Prentice Hall of India).
 Ravi Shanker, “Services Marketing: Text and Readings,” (New Delhi: Excel
Books, 2002).
 Teresa A. Swartz and Dawn Iacobncci, Handbook of Services Marketing and
Management, (New Delhi: Sage), 2000.
 Valarie A. Zeithaml and Mary Jo Bitner, Services Marketing, (New Delhi, Tata
McGraw-Hill), 2000.

2.13 Model Questions (long answer type)
 What is macroenvironment?What are different components of macroenvironment?
 What is microenvironment? What are different components of microenvironment?
 Discuss the reasons for environmental scanning. Mention it’s significance.
 Take the example of any service organization and discuss their marketing
environment in Indian context.
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Unit -3
Role of Services in Economy
Structure :
3.1 Learning Objectives
3.2 Introduction
3.3 Reasons for the growth of the service sector
3.3.1 Increasing affordability or purchasing power
3.3.2 Increasing demand for convenience
3.3.3Demanding professional or work life
3.3.4Focus on leisure and spending quality time
3.3.5Higher percentage of women in the workforce
3.3.6 Greater life expectancy
3.3.7 Greater complexity of products
3.3.8 Increasing complexity of life
3.3.9 Social and environmental awareness
3.3.10 Scarcity of resources and time
3.4 Services sector in India
3.4.1 Agriculture and allied activities
3.4.2 Industry and infrastructure
3.4.3 Service sector
3.5 Let’s sum-up
3.6 Key Terms
3.7 Self-Assessment Questions (short answer type)
3.8 Further readings / References
3.9 Model Questions (long answer type)

3.2 Learning Objectives
This unit aims at providing basic understanding of the role and significance of services
in the economy. After reading this unit, you should be able to:


Explain the importance of services in the economy



Explain the rationale behind the growth of service sector



Analyse the key indicators of the serviceseconomy

3.2 Introduction
The economy of a nation can be divided into three primary sectors namely primary,
secondary, and tertiary. The primary sector includes agriculture and allied activities.
The secondary sector includes manufacturing and the tertiary sector is represented by
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the services sector. The primitive civilization was largely dependent on agriculture
related activities. With industrialization the era of manufacturing had begun. The
modern economies are largely dominated by the services sector. This sector is also
significantly contributing to the socio-economic development of citizens and nations.
Over the years the demand and importance for services have been increasing.
Economies of several countries of the world including India are largely dependent on
the services sector. The contribution of the services sector to the Gross Domestic
Product (GDP) of India has also increased over the years. The services sector has also
created employment opportunities for crores of people.Whether it is individual,
household or business to business services the demand for not just services in general
rather demand for specific and specialized services are increasing. Moreover, the
quality, convenience, sophistication and urgency for use or consumption of services are
becoming serious and important factors for the service providers.
The government sector, with its courts, employment services, hospitals, loan agencies,
militaryservices, police and fire departments, postal service, regulatory agencies, and
schools, is in theservice business. The private non-profit sectors like museums,
charities, churches, colleges, foundationsand hospitals—is in the service business. A
good part of the business sector, with its airlines, banks,hotels, insurance companies,
law firms, management consulting firms, medical practices, motionpicture companies,
plumbing repair companies, and real estate firms, is in the service business.Many
workers in the manufacturing sector, such as computer operators, accountants, and legal
staff,are really service providers.

3.3 Reasons for the growth of the service sector
Following are the major reasons for the growth of the services sector.

3.3.1 Increasing affordability or purchasing power
The per-capita income has grown over the years. This has made individuals financially
sound or affluent. Individuals can now afford to pay for services provided by others
rather than doing things on their own. Services like laundry, domestic help, interior
decoration, gardening, security, driver etc. are in demand because people can afford to
pay to avail these services.

3.3.2 Increasing demand for convenience
Due to the increasing complexities of personal and professional life people are ready to
pay for convenience other than waiting or doing things physically or on their own.
Booking tickets online attracts convenience fee. But, it reduces or avoids the physical
presence, standing in que, waiting time, travel, parking etc. and the overall time spent
on all these activities.
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3.3.3 Demanding professional or work life
Most of us are not having a nine to five job. Even the employees of the public sector are
required to work beyond the usual office hours. The workload or the work pressure is
compelling employees invariably to devote more time towards their work life as
compared to their personal life.

3.3.4 Focus on leisure and spending quality time
As there is less time at disposal; therefore, people are focusing on spending quality time
and investing towards it. Most of it is to simply get rid of the stress, pressure and
burnout of the professional life.

3.3.5 Higher percentage of women in the workforce
The percentage of female in the workforce is also increasing. Many families have
double income (both the husband and wife are working). If they have kids at home then
they certainly require creches, babysitting, day care, domestic help and other related
services to take care of the domestic activities.

3.3.6 Greater life expectancy
Due to innovations in the field of healthcare; the average life expectancy of individuals
have also increased. This is calling for specialized health care, insurance, nursing,
geriatric care services.

3.3.7 Greater complexity of products
The products we use these days are very technologically advanced, sophisticated and
requires specific skills to operate, use, service, repair maintenance etc.

3.3.8 Increasing complexity of life
Compliances related to law like filing taxes, employment, labour laws, fighting cases in
court etc. are not only complex but attract for the involvement of trained professionals.
Without these professional services and expert advices from trained and experienced
professionals life will be much more complex and possibly chaotic. Such, services make
our life simple and easy.

3.3.9 Social and environmental awareness
More and more people are becoming environmentally conscious. These people demand
for shared services and green products to reduce carbon footprint. Such people also
emphasise on renting or sharing other than owning things.

3.3.10 Scarcity of resources and time
We are now living in a VUCA world. VUCA stands for volatility, uncertainty,
complexity and ambiguity. Organizations are also operating under a lot of constraints.
Therefore, channelizing resources and optimizing their use is paramount.
Odisha State Open University

30

Bachelor of Business Administration (BBA)

3.4 Services sector in India
Following are some of the highlights of the Economic Survey report 2020-21.
Gross Domestic Product (GDP): The survey estimates nominal GDP growth of 15.4%
and real GDP growth of 11% in 2021-22. In 2020-21, GDP declined by 23.9% in the
first quarter and by 7.5% in the second quarter. Overall, GDP is expected to decline by
7.7% in 2020-21 as compared to the growth of 4.2% in 2019-20.
Inflation: The Consumer Price Index (CPI) based inflation was 6.6% in 2020-21 (AprilDecember). The inflation mainly due to food inflation which increased from 6.7% in
2019-20 to 9.1% in 2020-21 (April-December).

3.4.1 Agriculture and allied activities
In 2020-21, the growth rate of agriculture is estimated to be 3.4%. While the
contribution of the sector to Gross Value Added (GVA) declined from 18.3% to 17.8%
between 2014-15 and 2019-20, it is estimated to increase to 19.9% in 2020-21. This is
because the agricultural sector faced fewer disruptions on account of the COVID-19
pandemic as compared to non-agricultural sectors.
Under National Food Security Act, 2013, the central government provides rice and
wheat at subsidised rates (called central issue price (CIP)). The difference between the
CIP and the market price gives quantum of food subsidy. While the CIP of wheat and
rice has not been revised since the introduction of the Act, the economic cost of wheat
increased from Rs 1,908.32 per quintal in 2013-14 to Rs 2,683.84 in 2020-21 (an
increase of 41%). In addition, the economic cost of rice increased from Rs 2,615.51 per
quintal in 2013-14 to Rs 3,723.76 per quintal in 2020-21 (an increase of 42%). The
survey observes that revision of CIP to reduce the rising expenses on food subsidy bill.

3.4.2 Industry and infrastructure
The industrial sector is estimated to decline by 9.6% in 2020-21. Within the sector,
highest decline is estimated in construction (12.6%) and mining (12.4%). The
contribution of the industrial sector to GVA has declined from 32.5% in 2011-12 to
25.8% in 2020-21.
The Index of Industrial Production (IIP) growth declined by 15.5% between AprilNovember 2020 as compared to growth of 0.3% during same period in 2019. IIP is a
measure of industrial performance that assigns a weight of 78% to manufacturing, 14%
to mining, and 8% to electricity. Out of 407 items in IIP, the number of items which
observed growth increased from 28 in April 2020 to 171 in November 2020, thereby,
indicating a sharp economy recovery.
The National Infrastructure Pipeline was launched with an investment plan of Rs 111
lakh crore over five years (2020-25). The project is aimed at increasing growth,
competitiveness, and employment. The state governments, central government, and the
private sector will invest 40%, 39%, and 21% in the project, respectively. The major
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share of the funds will be given to: (i) energy sector (24%), (ii) roads (18%), (iii) urban
infrastructure (17%), and (iv) railways (12%).

3.4.3 Service sector
In 2020-21, the service sector is estimated to contract by 8.8% (with trade and
hospitality contracting the most (21.4%)) as compared to 5.5% growth in 2019-20.
Software services was the only sub-sector with positive growth (3.6%) in the period of
April-September 2020.
While the pandemic led to a global slowdown in trade, the Indian service sector export
remained resilient. The net services export receipts in first half of 2020-21 was USD
41.67 billion, which is 3% higher than the service export receipts in first half of 2019-20
(USD 40.47 billion).
(Source: PRS India Report on Economic Survey 2020-21released under CC BY license)

3.5 Let’s sum-up
The economy of a nation can be divided into three primary sectors namely primary,
secondary, and tertiary. The primary sector includes agriculture and allied activities.
The secondary sector includes manufacturing and the tertiary sector is represented by
the services sector. The primitive civilization was largely dependent on agriculture
related activities. With industrialization the era of manufacturing had begun. The
modern economies are largely dominated by the services sector. This sector is also
significantly contributing to the socio-economic development of citizens and nations.
Over the years the demand and importance for services have been increasing.
Economies of several countries of the world including India are largely dependent on
the services sector. The contribution of the services sector to the Gross Domestic
Product (GDP) of India has also increased over the years. The services sector has also
created employment opportunities for crores of people. Whether it is individual,
household or business to business services the demand for not just services in general
rather demand for specific and specialized services are increasing. Moreover, the
quality, convenience, sophistication and urgency for use or consumption of services are
becoming serious and important factors for the service providers.

3.6 Key Terms
 Gross Domestic Product (GDP)
 Consumer Price Index (CPI)
 Inflation
 Economic Survey
 Reserve Bank of India (RBI)
 Per capita income
 Purchasing power
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 Population
 Volatility
 Uncertainty
 Complexity
 Ambiguity

3.7 Self-Assessment Questions (short answer type)
Question: Briefly answer the following questions.
 Explain the importance of services in the economy.
 Explain the rationale behind the growth of service sector.
 Analyse the key indicators of the services economy in Indian context.

3.8 Further readings / References
 Adrian Palmer, Principles of Services Marketing, (New York: McGraw Hill), 1998.
 Christian Groonross, Service Management and Marketing, New York. John Wiley,
2000.
 Donald W. Cowell, The Marketing of Services, (London: Heineman), 1996.
 Payne: Essence of Services Marketing, (New Delhi: Prentice Hall of India).
 Ravi Shanker, “Services Marketing: Text and Readings,” (New Delhi: Excel
Books, 2002).
 Teresa A. Swartz and Dawn Iacobncci, Handbook of Services Marketing and
Management, (New Delhi : Sage), 2000.
 Valarie A. Zeithaml and Mary Jo Bitner, Services Marketing, (New Delhi, Tata
McGraw-Hill), 2000.

3.9 Model Questions (long answer type)
 Discuss about the reasons for the growth of services sector in India.
 What is a service economy? Explain its characteristics.
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