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4.0

LEARNING OBJECTIVES

Going through this unit, learners will be able to understand the
 Meaning of Services
 Nature and characteristics of Service Marketing
 Paradigm and myths of Service Marketing
 Classification of Service
 Service Marketing Triangle
4.1

INTRODUCTION

A service is an act, deed, performance or a rendering offered by one person to another.
In a literal sense a service does not involve the transfer of any tangible commodity.
Service is integral part of human life in modern day. In the light of liberalization,
privatization and globalization, services have been commercialized and have become
more professional in nature. In the past, a service was considered as a service
performed without expecting any returns (social service), however over the years it
has been commercialized. In the present context a service is an activity performed by
a person to another for a charge (commercial service).
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Services include a wide range varying from education, transportation, hospitality,
finance, real estates, accounting, banking, insurance, taxation, consultancy, health care
etc. These services are together called the services sector or the tertiary sector.
Everything that grows also changes its structure and change is inevitable. A human
being passes through different phases-infancy to old age and during which he
constantly changes in terms of perception, attitude, physical and mental attributes etc.
4.2

MEANING OF SERVICES

The term services can’t be only personal services like auto repairing, services of
dentists, legal consultants and so on. The marketing analysts view services in a wider
way. They sense that the content of services are much more extensive. A service is
known as an act or performance offered by one party to another. Although the process
may be tied to a physical product, the performance is transitory, often intangible in
nature, and does not normally result in ownership of any of the factors of production.
In other words, services are deeds, processes, and performances.
Often, customers show their dissatisfaction regarding the quality and value of the
services. They complain about late deliveries, rude or incompetent personnel
inconvenient service hours, poor performance, and needlessly complicated
procedures. They crib about the difficulty of finding sales staff to help them in retail
stores, express frustration about mistakes on their credit card bills or bank statements,
the complexity of new self-service equipment, mutter about poor value, and sigh as
they are forced to wait in line almost everywhere they go. Supplier of services appears
to have a very different set of concerns than the consumer. Suppliers of often complain
that it is very difficult to make a profit and very hard to find skilled and motivated
employees, or how difficult it has become to please customers. Some firms tend to
believe that the assured route to achieve the zenith of financial success lies in cutting
costs and eliminating "unnecessary" frills. A few even give the impression that they
could run a much more efficient operation if it weren't for all the stupid customers who
keep making unreasonable demands and messing things up! Fortunately, in almost
every industry there are service suppliers who know how to please their customers
while also running a productive, profitable operation staffed by pleasant and
competent employees.
4.3


DEFINITION OF SERVICES
According to American Marketing Association, Services are “activities, benefits,
or satisfactions which are offered for sale, or provided in connection with the sale
of goods”.
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This definition took a very limited view of 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 intangible yielding satisfactions directly (transportation,
housing etc.), or intangibles yielding satisfactions jointly when purchased either
with commodities or other services (credit, delivery, etc.)”.
For the first time services were considered as pure intangibles - capable of
providing satisfaction to the customer and can 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”.



In 1973 Bessom proposed that “for the consumer, services are activities offered
for sale that provide valuable benefits or satisfactions; activities that he cannot
perform for himself or that he chooses not to perform for himself”.



Kotler and Bloom in 1984, defined service 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”.

We may conclude service as, “an activity or series of activities rather than things which
has some element of intangibility associated with it, which involves some interaction
between the customer and the service provider, and does not result in a transfer of
ownership. Customer has a vital role to play in the production process as the services
are provided in response to the problems of customers as solution. The production of
the service may or may not be closely associated with a physical product”.
4.4

NATURE OF SERVICES

It is supreme important to explore the distinctive features of services, because
acknowledgment of these special characteristics will provide insights for enlightened
and innovative management. One biggest reason for the poor quality of service levels
is that managers often tend to solve service marketing problems with tools and
techniques that are essentially meant for tangible products. It occurs because of
inappropriate knowledge about the nature of services. 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 have a number of unique characteristics
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that make them different from products. Some of most commonly accepted
characteristics are as follows:
(i)

Intangibility: The most basic and universally quoted characteristic of services
is intangibility, because services are performances or actions rather than
objects. They cannot be seen, felt, tasted, or touched in the same manner as we
can do with tangible goods. For example, when we buy a cake of soap, we can
see, feel, smell and use to check its effectiveness in cleaning. But, when we
pay fees for a semester in the university, we are paying for the benefits of
deriving knowledge, skills and education which is delivered to students by
teachers whereas teaching is an intangible service. When we travel by a plane,
the benefit which we are deriving is a service (transportation) but, it has some
tangible aspects such as the particular plane in which we fly (Boeing, Avro,
Concorde, etc.) and the food and drink which are served.

(ii)

Inseparability: Service cannot be distinct from the person or firm who
provides it. A service is provided by a person who possesses a particular skill
(singer, doctor, etc.), by using equipment to handle a tangible product (dry
cleaning) or by allowing access to or use of a physical infrastructure (hotel,
train, etc.). 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. The telephone
company produces telephone service while the telephone user consumes it. A
plumber has to be physically present to provide the service, the beautician has
to be available to perform the massage. The service provider and the client are
often physically present when consumption takes place.
Generally, most goods are produced first, then sold and consumed. On the
other hand, services are usually sold first and produced and consumed
simultaneously. 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 that 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.
Another outcome of simultaneous production and consumption is that service
producers find themselves playing a role as part of the product itself and as an
essential ingredient in the service experience for the consumer.
Since services often are produced and consumed at the same time, mass
production is difficult if not impossible. The quality of service and customer
satisfaction will be highly dependent on actions of employees and the
interactions between employees and customers. It is not usually possible to
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gain significant economies of scale through centralization. Usually operations
need to be relatively decentralised so that the service can be delivered directly
to the consumer at convenient locations. Since the customer is involved in and
observes the production process, and thus may affect (positively or negatively
one and we may have to spend more time for the same activity. This is despite
the fact that) the outcome of the service transaction.
(iii) Heterogeneity: As services are performances, created by human beings, no
two services will be same. It is very difficult to have standardization in services
because human element is involved in it. The doctor who gives us complete
attention in one visit may behave a little differently in next visit. The new bank
clerk who enchases our cheques may not be as efficient as the previous rules
and procedures have been laid down to reduce the role of the human element
and ensure maximum efficiency. Airlines, banks, hotels, etc. have a large
number of standardized procedures.
Human contact is minimal where services are delivered through Information
Technology system, but when we go to the hotel there will be a person at the
reception to hand over the key of the reserved room. The way that person
interacts with us will be an important factor in our overall assessment of the
service provided by the hotel. The rooms, the food, the facilities may be all
perfect, but it is the people interacting with us who make all the difference
between a favourable and unfavourable perception of the hotel.
Heterogeneity also results because no two customers are precisely same; each
customer have unique demands. Thus, the heterogeneity connected with
services is largely the result of human interaction (between and among
employees and customers). 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
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 complaint system so that poor service can
be detected and corrected. Services are heterogeneous across time,
organisations, and people and as a result, it is very difficult to ensure consistent
service quality. Quality actually depends on many factors that cannot be fully
controlled by the service supplier, such as the ability of the consumer to
articulate his or her needs, the ability and willingness of personnel to satisfy
those needs, the presence (or absence) of other customers, and the level of
demand for the service. Because of these complicating factors, the service
5

manager cannot always know for sure that the service is being delivered in a
manner consistent with what was originally planned and promoted.
(iv) Perishability: Perishability refers to the fact that services cannot be saved,
stored, resold, or returned. Since services are performances whose production
and consumption takes place simultaneously, they tend to expire in the absence
of consumption. Goods can be stored and sold at a later date in the absence of
a customer. But not in the case with services, because it go waste if they are
not consumed. A seat on an airplane or in a restaurant, an hour of a professor’s
time, or telephone line capacity not used cannot be regained and used or resold
at a later time. A major issue that marketers face in relation to service
perishability is the incapability to hold inventory. Demand forecasting and
creative planning for capacity utilisation are, therefore, important and
challenging decision areas. Services cannot typically be returned or resold also
implies a need for strong recovery strategies when things do go wrong.
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 service 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.
(v)

No Transfer of Ownership: After buying a product, we become its owner
whether it a mobile phone, book, shirt, TV or Car. But in case of services, we
may pay for its use, but we never own it. By buying a ticket one can see the
evening film show in local cinema theatre; by paying wages one can hire the
services of a chauffeur who will drive his car; by paying the required charges
we can have a marketing research firm survey into the reasons for our product’s
poor sales performance, etc. In case of a service, the payment is not for
purchase, but only for the use or access to or for hire of items or facilities; and
transfer of ownership does not take place.
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4.5

CHARACTERISTICS OF SERVICES

1.

Intangibility: The primary characteristic that distinguishes services from goods
is intangibility. Intangibility refers to the characteristics of not being capable of
assessment by customer’s sense of taste, touch, sight, smell or hearing. Services
such as banking insurance and education cannot be physically possessed like a
tangible goods. Intangible services are more difficult for consumer to evaluate
than tangible goods. For example it is more difficult to evaluate the services
provided by a physician than to evaluate an automobile. (tangible goods)

2.

Inseparability: Another characteristic of service is the inseparability or
indivisible nature of production and consumption of services. Services like
education are generally produced and consumed at the same time. Due to this
nature, the service provider plays a very important role in delivery of services. For
example a dentist is the actual service provider and must be physically present
along with the consumer when the service is produced and consumed. In many
cases the service provider is the part of service. In fact, services are marked by
two kinds of inseparability:
i)
Inseparability of production and consumption
ii) Inseparability of the services from the person who possesses the skill and
performs the services.
Service is produced and consumed simultaneously. This is not so with physical
products (goods). Moreover consumer also plays an active role in the production
and delivery of services.

3.

Inconsistency: It refers to the variation in performance of services. People
perform most services and people are not always consistent in their performance.
Performance may vary from one individual or service to another within the same
organization or in the service one individual provides from day to day and from
customer to customer. Thus services are much more difficult to standardize than
tangible goods. For example, an airline may not give the same quality of service
on each trip; all repair jobs which a mechanic does may be consistent.

4.

Inventory-Less or Perishability: Perishability is the characteristic where the
service capacity unused in one time period cannot be stored for use in the future.
Services are highly perishable. They cannot be stored, there are no inventories in
the case of a service. For example, in an airline industry the morning flight cannot
be stored for the evening.

5.

Cannot be produced in Anticipation of Demand: Goods can be produced in
anticipation of demand. For instance, cars, computers, CDs, etc., can be produced
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in advance and stored till they are demanded in the market. However, services
cannot be produced in anticipation of demand. For instance, one cannot produce
and stock hairstyles, airline travelling, etc.
6.

Cannot be returned to Seller Once Used: A defective computer can be returned
back to the seller, but a defective hairstyle or poor quality of teaching/ counseling
cannot be returned back to the service provider. Because of this reason, consumer
of services do prefer to take services of highly skilled specialists, may be even
quite a distance away.

7.

Time Utility is crucial : In services, time factor is crucial. A tangible item such
as car can be stocked for several days or even months before it is sold to the buyer.
However, in the case of services, a service provider who sits idle waiting for
customers to turn loses that time forever. This is why some service providers like
doctors insist on prior appointments by their clients.

8.

No Ownership transfer : Services may not result in transfer of ownership rights
from the service provider to the customer. However, in case of marketing of
goods, the ownership transfer takes place once the sale contract takes place.

9.

Direct channel : Generally, services are provided directly to the customers.
Rarely middlemen may be present in case of services marketing. For instance, if
a client needs bank services or hotel services he may directly go to the service
provider. Even where indirect channels are used, such as in the case of insurance
services, travel and tours. The channel of distribution will be restricted to one or
two intermediaries.
A common approach for distribution of some services to a broad market is through
franchising like McDonalds Fast Food Chain. The franchiser provides to the
franchisee the rights of operating the business under the franchiser’s trade name
for a consideration of royalty or franchising fees.

10. Need for Personal Interaction: In services marketing there is a need for personal
interaction between the service provider and the customer. Therefore, service
providers can customize the services as per the needs of individual customers. For
instance, there is a need for personal interaction between a doctor and a patient
and therefore the doctor will treat individual patients differently.
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4.6

PARADIGM IN SERVICE MARKETING

The present marketing scenario is a lot more different from what it used to be earlier.
The belief, mindset, perception and attitude of the consumers have changed
tremendously.
Discussed below are the new set of paradigm for modern marketing in terms of
services:

1. Service Categories
Service industry seems to be more complicated than the manufacturing industry. The
services can be either tangible or intangible; people-oriented or product oriented.
These are further classified into the following four major categories based on their
applicability:
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(a) People Processing Services: People processing here refers to the physical
presence of the customer at the service system or location, to avail the
service. For example, a person needs to be physically present at the ‘salon’ to
get a hair cut.
(b) Product/Possession Processing Services: Such services are related to a
specific product or its possession with limited or no involvement of the
customer. For instance, the services offered by ‘packers and movers’ are
primarily concerned with the safe shifting of customer’s belongings, i.e.,
furniture and assets from one place to another.
(c) Mental Stimulus Processing Services: The services which influence the
consumer’s mental abilities, religious believes, behaviour, perception,
lifestyle and attitude are termed as mental stimulus processing services. Like,
educational institutes deliver knowledge which develops the mental ability of
a person.
(d) Information Processing Services: These are a unique form of intangible
products where the information acts as a product, or information technology
is used. Such decisions are considered to be critical due to massive investment
and a high level of risk; therefore, absolute customer involvement can be seen
over here.
2. Customer Oriented
In the service industry, customization of the product offering becomes essential as
compared to that of the manufacturing industry. The customer’s needs, perception and
requirements are given significance while carrying out the business operations in as a
service provider.
3. Single Take
Service is a one-take action, i.e., it cannot be restored, redone, replaced or exchanged.
It is intangible and irreversible; thus, it needs to be perfect and well-delivered at the
first time itself.
An organization, therefore, requires trained and experienced personnel to provide
services because a lousy consumer experience may lead to negative publicity, which
affects the brand name and equity.
4. Service as a Process
In the service industry, the process plays an important role. The process here refers to
the steps involved in availing the service by the consumer.
An organization must keep a watch over each of these steps. It must ensure
humbleness, honesty and sincerity of the personnel involved in the interaction with
the consumers, while the execution of each of these steps.
10

5. Speed and Accuracy
The consumers prefer prompt services without any interruption. Therefore, the rate
with which the service is provided is considered as a parameter for efficient service. It
is also responsible for the selection of one service provider over the other, by the
consumers.
4.7

MYTHS ABOUT SERVICE INDUSTRIES

There are certain myths about service sector. These are discussed below:
1) Services are produced at the expense of other sectors – The first myth is that, a
service economy produces services at the expense of other sectors. But it is not
true, services plays a complementary role in the economy.
2) Service production is labour intensive – Service production is primarily labour
intensive but in fact a number of service sectors like heath care, hospitality, etc.,
are capital intensive. Productivity is therefore equally important in service
organisations as returns on investment will be one of the major determinants of
success.
3) People satisfy their product needs first – The third myth says that people will
satisfy their product needs before the needs for services. This is also not true.
Research says that people value services as like as products especially in
contemporary environment. Services plays vital role in everybody’s life.
4) Services are low paying jobs – Many people believe that service employees are
primarily small retailers, fast-food employees, hairdressers, and low skilled
workers.
But the truth is different, many service workers are in highly skilled, white collar
occupations such as law, accounting, education, banking and medicine. And much of
the growth in service jobs has come in the more highly skilled sectors. People in these
professional service jobs are not at the low pay end of the wage scale.
4.8

SERVICE MARKETING TRIANGLE

Christian Gronroos initially developed the service marketing triangle model in the year
2000. It depicts the relationship between three essential elements of a service industry,
i.e., company, employees and consumers.
It emphasizes on the division of the marketing tasks into following three categories
based on the required skills, strategies and priorities for service marketing:
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1. Internal Marketing
The internal marketing connects the company with the employees where the
employees are assisted, guided and trained for providing the services to the customers.
The employees are introduced to the organizational goals, and their queries or
problems are resolved. The best performers are even appreciated through the
performance reward system.
2. External Marketing
This is the direct form of service marketing. Here the company reaches out to the target
consumers through website, advertisements, social media and other relevant
platforms, to keep the business rolling.
3. Interactive Marketing
One of the most crucial marketing tasks is the actual delivery of services to the
consumer by the employees. The success of interactive marketing depends upon the
proper execution of internal and external marketing.
The employees aim at consumer satisfaction, long-term association and customer
retention in interactive marketing. The image of the company is in the hands of the
employees.
When some business sectors are purely engaged in intangible products, the others
either deal in 100% tangible products or include both real and intangible products.
The service industry has immensely evolved in recent years to provide assistance to
the manufacturing industry and also contribute to the development of the economy.
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4.9

CLASSIFICATION OF SERVICE MARKETING

Services span a large number of areas in the present context. Everyday a new service
is being introduced.
Though it is really difficult to classify all the services, the following classifications
have been accepted:
1. On the Basis of End User:
i) Consumer services – These are directly provided to end users like hair;
dressing, laundry, package holiday, counseling etc.
ii) Business to business services – These are provided to businesses like
consultancy, marketing research, advertising etc.
2. On the Basis of Tangibility:
i) 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.
ii) Intangible services – These are the services which do not provide customers
with any tangible products. Examples- consultancy, services at a spa and
massage centres.
3. On the Basis of Specialization:
i) 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.
ii) 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:
i) Commercial services – These are the services offered on business lines with
an intention of earning profit. Examples- private banking, beauty parlors etc.
ii) 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.
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5. On the Basis of Labour Intensiveness:
i) 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.
ii) Equipment based services – These are services where certain equipments play
a dominant role. The role played by labourers 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:
i) 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.
ii) 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.
Top 2 Types: Consumer Services and Industrial Services
1. Consumer Services:
The services that offered to consumers for consumption are known as consumer
services. Every individual, in various capacities enjoy the different services.
They are further classified in to:
i.
Food Services:
There are some eating places where in food is provided for value. The people, now a
days are cultivating the habit of out siding eating. Such public are satisfied by
providing the food expected by them in the places such as – Hotels, Restaurants,
Boarding, Canteens, Cafeterias, Dhabas, Street vendors, Fast-food centres, Parcel
Houses, Lunch Houses, etc.
They provide some times special food or general items. Ex – If hotel is titled as North
Indian Dishes, Chinese, South Indian food means, they provide only those items. The
taste and quality of food depends upon the value / price charged for it. The business
centres in cities have joined with fast-food services such as Gobi Manchurian,
Noodles, Butter Dosa, Pani puri, Bread toast, Specialist. The ‘CBF’ i.e., ‘Cheap, Best
and Fast’ is the policy.
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Modern days, celebrations of birthday, anniversaries, silver-jubilee etc., are well
planned and organised in such centres.
ii.
Hotels and Motels:
These are places in which lodging and boarding facility is provided to customers,
modern days floating population is increasing due to expansion in trade and
commerce. Commercial centres are concentrated in some centres only. Hence, people
feel it necessary to stay outside but with all comforts, they expect homely, luxurious
services even when they are out.
Now a days Hotels and Motels have grown up both in size and quality. A common
ordinary lodging with Rs. 50/- per day to a high of Rs. 5000 ranges are providing the
services. The high profile people such as – Executives, Govt Officials, film-stars,
sportsmen, foreigners, have become common customers.
iii.
Personal Care:
A common feeling in the human mind is to look young! At any cost nobody wants to
identify as senior citizens. Health and mind are to be maintained properly. Personally
those who intend to be fit, disciplined, would go for Beauticians, Gymnastics, Yoga,
Dry cleaners, Massage centres, Spoken language courses, Cat walking coach centres
etc.
iv.
Entertainment:
The growth in the level of income has made the people to seek avenues to spend the
same. They search for entertainment centres such as – Cinema house, Video Centres,
Dance Bars, Live Shows clubs, Race, Horse Riding, Photographic, Birds Watching,
Water Parks, Circus, to get free, relaxed from the routine schedule. All these services
are provided in an organised manner in the modern days. A professional touch has
been provided to these centres.
v.
Transportation:
This service has moved from an ordinary auto services to air conditioned sleeping
coach. Varieties of services of services are being offered by Rail, Row, and air
transportation. Transportation has become of nerve-system that connects various
appointments, objectives; Special packages are being announced now-a days to take
the people to different destinations. Transportation has become an industry of prime
importance.
vi.
Communication:
The world has become small due to communication system. The whole world is
connected with internet, phone, mobile, fax, television, telex, etc. The concept ‘E15

World’ speaks about communication system. Accuracy and speed are the
characteristics of modern communication.
vii.
Car-Station:
Car, car everywhere but no place them. Cities are overcrowded with vehicles. Modern
car population has made it obligatory to search a place for them. Therefore, car
maintenance, parking, has become services now-a-days. In cities some buildings are
exclusively constructed for car care parking, the garages, repairs, workshop, also
provide for maintenance of vehicles.
viii. Insurances:
The man’s intention to live long with low risks has given birth to insurance. Someone
should take care of him after he has gone is the best reason to insure himself, various
agencies both Indian and foreign are competitively providing wide- range of insurance
products. Human life is fully insured from all types of risks. Not only life, the
properties are also insured. ‘Lead a free-life’ is the motto of Insurance services. They
call it as Yogakshem.
ix.
Financial:
Man’s life with money i.e., economic man experts certain services. Modern economy
is known by its monetary money related services. Everyone needs Banking, Salary,
Cash transfers, Installment purchases, Investments advices, maintaining cash, wise
channelisation all these comes within the limits of financial services. A vast group of
banks such as commercial, cooperative, nationalised, scheduled are continuously
rendering number of services. They are known for their services style i.e., 24 /7.
Twenty four hours a day and Seven days a week.
2. Industrial Services:
The services for which industries are the customers are known as Industrial services
or business services. These services act as an aid to commercial activities. These also
facilitates for the growth, expansion of trade and commerce. Now a days, without these
facilities, it is not possible to imagine the very existence of industry.
The following paragraphs briefly explain the industrial services:
i.
Financial:
Industry runs with the help of finance which is said to be ‘life-blood’. One of the
factors planned at the promotion of a business is ‘finance’. For all the purposes,
finance is the focal- point.
In modern days numbers of institutions are rendering a fleet of financial service. They
are banks, merchant banks, factoring, consultants, investment advisors, portfolio
16

management, asset management, project advisors, lease and hire purchase advisors,
stock-brokers, accountants, etc. The financial service marketing is rich in India.
ii.
Insurance:
Business is known for risks. But risks freeness is possible with the help of insurance
centres. Business can delegate every risk to Insurance companies, any loss due to
natural calamities; normal, abnormal, known, unknown reasons can be insured.
Employees, their families, assets are also insured. Risks transfer has enabled the
business executives a smooth functioning.
iii.
Transportation and Warehousing:
Marketing means physical movement of goods from the production centres to the
consumption centres. This is facilitated by the services i.e., Transportation. They add
place utility to the products. These two links the manufacture and consumer thus
balance between supply and demand of goods. Warehousing maintains the products
from the point of production to the point of distribution. Both go hand in hand. This
specially more carefully performed to agricultural perishable, floriculture products.
iv.
Engineering:
The technical requirements of manufacturer are met by engineering centres. While
evaluating the projects from technical sides, Product designing, plant selection,
installation, maintenance, special equipments repairs, restructuring of the production
procedures etc., need the engineering consultants.
v.
Advertising Promotion:
Modern marketing has become more complicated and technical. Unless good quality
goods are brought to the notice of prospective customers, the marketing will not be
effective. Advertisement and promotion are the twin tools which educate the
customers and enhance the sales. Market competitions expert every manufacturer to
go for new ways of advertising. Now, advertising agencies such as – T.v., mobile,
internet, Films, CD’s have opened the flood gates of ideas.
vi.
Office:
A well-established office has become inevitable now-a-days. Modern electronic
devices such as computers, auto copy machines, filing desks, record keeping sections,
etc., are most essential services. Organisation may be handicapped without the office
services.
vii.
Management Consultants:
A modern professional service is management consultancy. Business houses have
become professional institutions. To grow with professional touch, the consultation in
the areas of marketing, finance, public relation, labour welfare, information
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technology, future planning and strategies, environment has become inevitable. The
fast and vast growing technology has become a challenge and that expect up gradation
every time.
The professional services are provided by professional very professionally. The
entrepreneurs who come with original ideas can shoulder most of their work to the
professionals to think and act upon it. The concerns who are blessed with consultation
can performing, better way and expert maximum return. The only solution to
complexity is consultation by experts.
4.10

KEY WORDS

 Paradigm: A paradigm is a standard, perspective, or set of ideas. A paradigm is a
way of looking at something
 Myth: a traditional story, especially one concerning the early history of a people
or explaining a natural or social phenomenon, and typically involving
supernatural beings or events.
 Liberalization: the removal or loosening of restrictions on something, typically an
economic or political system.
 Privatization: the removal or loosening of restrictions on something, typically an
economic or political system.
 Globalization: Globalization is the word used to describe the growing
interdependence of the world's economies, cultures, and populations, brought
about by cross-border trade in goods and services, technology, and flows of
investment, people, and information.
 Real Estate: property consisting of land or buildings.
 Industrialization: the development of industries in a country or region on a wide
scale.
4.11

LET US SUM UP

 A service is an act, deed, performance or a rendering offered by one person to
another. In a literal sense a service does not involve the transfer of any tangible
commodity.
 The nature of Services include Intangibility, Inseparability, Heterogeneity,
Perishability and No transfer of ownership.
 The characteristics of Service are:
 Intangibility
 Inseparability
 Inconsistency
 Inventory less or perishability
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 Cannot be produced in anticipation of demand
 Cannot be returned to seller once used
 Time utility is crucial
 No ownership transfer
 Direct channel
 Need for personal interaction
 The paradigm of service marketing are
 Service categories
 Customer oriented
 Single take
 Service as a process
 Speed and accuracy
 Myth about service industries are as follows
 Services are produced at the expense of other sectors
 Service production is labour intensive
 People satisfy their product needs first
 Services of low paying jobs
 Service marketing can be classified as follows
 On the basis of end user
 On the basis of tangibility
 On the basis of specialization
 On the basis of profit orientation
 On the basis of labour-intensiveness
 On the basis of contract and interaction between the service provider and the
service consumer
4.12
1.
2.
3.
4.
5.
6.

MODEL QUESTION

Define services.
State the nature of services.
Explain the characteristics of services.
State the paradigm of service marketing.
Explain the service marketing triangle.
Explain consumer services and its type.

4.13

FURTHER REFERENCE

https://theinvestorsbook.com/service-marketing.html
https://www.economicsdiscussion.net/marketing-2/what-is-service-marketing/31875
https://gurukpo.com/Content/BBA/Service_Marketing.pdf
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5.0

LEARNING OBJECTIVE

After going through this unit, learners will able to know:
 Concept and definition of Service Marketing
 Evolution of Services
 Changing Patterns of Government Ownership and Regulation
 Importance of Marketing of Services
5.1

INTRODUCTION

Services are deeds, acts or performance. The complexity to this simple definition is
added when we realize that there are no pure services nor pure tangible products.
Philip Kotler defines a service as “any act or performance that one party can offer to
another that is essentially intangible and does not result in ownership of anything. Its
production may or may not be tied to a physical product.”
There is a growing market for services and increasing dominance of services in
economics worldwide. Services are a dominant force in countries around the world as
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can be seen in the global feature. The tremendous growth and economic contribution
of the service sector have drawn increasing attention to the issues and problems of
service sector industries. There was a time when it was believe that the industrial
revolution was the only solution to the problems of poverty, unemployment and other
ills of society. Now, however, the service sector promises to fulfill the task. Services
touch the lives of every person everyday.
Around the world, innovative newcomers offering new standards of service have
succeeded in markets where established competitors have failed to please today’s
demanding customers.
Many barriers to competition are being swept away, allowing the entry of eager
newcomers, ranging from tiny start-up operations like garden maintenance or babysitting services to well-financed multinational firms importing service concepts
previously developed and tested in other countries. Established businesses often find
it hard to maintain customer loyalty in the face of competition from innovative firms
offering new product features, improved performance, price-cutting, clever
promotions and the introduction of more convenient, technology-driven delivery
systems.
5.2

CONCEPT OF SERVICE MARKETING

There are two main segments in the consumers market. One is the ‘products segment’
and the other one is the ‘services segment’. The products segment is the basic and old
and hence well-known and understood by its consumers. Main players in the
consumers market of the products segment are the industries and business
organisations.
The consumers who buy these products are the general public and the industries. There
are plenty of suppliers in the home as well as international markets for variety of
quality products with varying prices. These factors of supply, quality and price create
a competitive environment in the market, which necessitate the marketing efforts for
promotion and sale of products made by the organisations.
Thus, the marketing activities and its concept in the products segments are understood
and well known since long for its purpose and intent.
However, for the services sector, the marketing concept was not recognised
earlier due to following reasons not warranting the needs of marketing efforts:
i. Services sectors were initially in the limited areas like, Banks, insurance,
hospitals,
ii. These were mostly in government sectors,
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iii. Number of players was very small; hence there was no competition
environment.
With the passage of time, services sector improved and developments started with the
additions of more players and new areas, especially in the information technology,
telecommunications, hospitality, tourisms and recreations etc.
This has created a competitive environment amongst the players in the services sector.
Therefore, the marketing activities have become equally important and necessary in
the services sector too in line with the products segment. Marketing activities have to
be initiated in the areas of innovations, quality improvement and customer
relationships management, services after sales, so as to promote the business.
Thus, marketing of services has become utmost necessary in the present competitive
business scenario in the services sector.
Till recently many organisations selling products and services were product and sales
oriented. The focus was internal. Let us produce what we think, the market wants and
the sales department will manage to sell the output’. However, since 1960, service
organisations, particularly, banking, transport and insurance companies are
developing the marketing organization which is both internally and externally
oriented.
Under the marketing concept a marketer adopts consumer-oriented attitude, viz., the
creation of customer needs and wants. Profit is now regarded as a reward for creating
a satisfied customer. A business that applies the marketing concept or consumer
oriented marketing approach, centres all plans, policies programmes and operations
on consumer need. Market segmentation and market demand identification receive
great emphasis. Management knows that its primary function is marketing rather than
production.
5.3

DEFINITION OF SERVICE MARKETING

The most comprehensive definition of a service has been given by Philip Kotler, who
defines a service as an act or performance 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.
Zeithmal and Bitner define services as ‘deeds, processes and performances’. Here,
deeds are the actions of the service provider, processes are the steps in the provision
of service, and performance is the customer’s understanding of how the service has
been delivered.
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A comprehensive definition of services must include the following elements:
i. Lack of physical output or construction
ii. Benefit to the receiver from the service rather than the product offered
iii. The intangible nature of services
iv. The possible combination of a service with the production of goods
v. Marketing of an idea or a concept.
Services are economic activities that bring about a desired change in, or on behalf of,
the service recipient, thereby creating value and providing benefits for the customers.
Thus, the focus remains on customer satisfaction, just as in goods, but in services,
emphasis is on the personal reception of these benefits.
The interrelation of the nature of services, understanding of customer requirements,
and the techniques of services marketing.
Adam Smith, the father of Economics, first time distinguish between tangible and
intangible output. But in his opinion, the services of these intangible intermediaries
are unproductive. But Alfred Marshall, a Neo – classical economist, modified the
thinking of Adam Smith and said “a person providing of a services performed in order
to are not make them available to consumers”. He said, tangibles get value only when
intangibles exist. Therefore, service is a value addition process.
American Marketing Association (1960) – “activities, benefits or satisfactions which
are offered for sale provided in connection with the sale of goods”.
Regan in 1963 – “Services represents either intangibles yielding satisfactions directly
(transportation, housing) or intangibles yielding satisfaction jointly when purchased
either with commodities or other services (credit, delivery)”.
Philip Kotler in 1984 – “any activity or benefit that one party can offer to another that
is essentially intangible and does not result in the ownership of anything”.
Christian Gronross – in 1990 “A services 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 services employees and / or systems of the services
provider, which are provided as solution to customer problems.”
The above definitions make it very clear that, anything that comes / provided along
with the product is called services. These cannot be seen only experienced as they are
intangible. But, without these, tangible goods may loss value. Services value. Services
add value to the goods. As there is no ownership assigned, it cannot be transferred.
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Services are to be used, as most of them cannot be postponed to future-period. Ex Door
delivery services, if not used at the time of purchase, it cannot be offered second time.
Therefore, services such as – demonstration, door delivery, installation, pre and post
sales services, repairs, maintenance, credit facility, installment payments, regular
visits, etc., go a long in the list.
5.4

EVOLUTION OF SERVICES AS VALUE CONTRIBUTORS

Adam Smith, a well-known economist of the late eighteenth century, has defined the
important concept of value generation.
In his original theory, he proposed the following schematics:
Production → Tangible Output → Value generation
Thus, he proposed that the production of goods leads to tangible output. This output
or the finished product is consumed by the users. Consumption leads to value
generation, as the customer’s overt or latent needs are satisfied. However, Smith
dismissed the contribution of services to the process of value generation. He
emphatically stated that the generation of services is unproductive and thus devoid of
any value creation.
It is indeed difficult to convey the concept of value generation when no tangible
ownership of a product seems to have been transferred. Alfred Marshall, another
famous economist, in the late nineteenth century, corrected this notion of the role of
services.
Doubts about the ability of the services sector to contribute significantly to the
economic development and well-being of societies, however, continued to exist till the
twentieth century. Today we are aware that both goods and services satisfy different
needs of customers, and hence, both are value contributors.
Today, the services sector is recognized as a crucial field for economic well-being.
Consumption of services is deemed essential today. For example, consumption of
services such as education, health care, civic services, transport and communication,
tourism, entertainment, and sports are considered vital.
Event management and media services involving important sports and cultural events
keep billions of people spellbound, generate huge revenues, and add dramatically to
the economic growth of the countries and states hosting such events. Thus, the
consumer focus has shifted largely from more and more consumption of physical
goods (more food, bigger houses, or more clothes) to greater consumption of services.
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Indeed, once the basic needs are met, consumers seem to seek more services than
goods, and a higher standard of living usually means increased consumption of
services rather than higher consumption of goods only.
There seems to be a physical limit to the number of products that can be humanly
consumed. No matter how much money you have, you cannot consume more than a
certain amount of food (1,200 to 2,000 calories) per day. You may have a TV in each
room of the house and even in the car; still, you will be able watch only one at a time.
There seems to be an upper limit to the per capita consumption of goods. So far, there
seems to be no such upper limit in the consumption of services.
The world over, due to gains in productivity, the working hours of both employers and
employees have been reduced significantly. Even in fields such as agriculture, which
are relatively technologically backward, the advent of the tractor and the electric and
diesel pumps has reduced the workload considerably. This has led to more spare time,
a large bulk of which is being used for pursuing various hobbies and recreational
activities.
Indeed, the very definition of development has undergone a change. Today, developed
and advanced societies are those that have higher per capita consumption of services
than goods. Statistics such as per capita food grain or steel consumption are no longer
considered to be the indices of development for societies or countries.
Even in India, this is the trend. The country has undergone a tremendous change in the
last few decades, with services gaining greater importance as regards the national
economy and employment scenario.
5.5

THE EVOLVING ENVIRONMENT OF SERVICES

Liberalization, Privatization, Globalization (LPG) has brought unprecedented changes
in the economic, trade and industrial scenarios. India is fast moving from a protected
economy to an open market economy and becoming integrated with the world
economy. LPG environment has exposed various organizations including the service
sector to the challenges of competition, service quality, cost and the competitive
environment will help organizations to modernize. Some of those unable to cope with
the changes may have to face the consequences of survival of the fittest.
Growth of service industry can be attributed to the changing life style, changing world,
changing industrial economies, changing population and changing technology. There
is a drastic change in the industrial environment and inter industry relationship because
of two vital components i.e. Service and information technology. Depending on the
industry and the country in which the service firm does business, the underlying causes
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of such changes may include any of the twelve forces listed below. Like the factors
underlying any revolution, some of the origins of today’s service sector revolution go
back a number of years, whereas others reflect a chain of relatively recent events that
continues to unfold.
5.6

CHANGING PATTERNS OF GOVERNMENT OWNERSHIP AND
REGULATION

Traditionally, many service industries were highly regulated. Government agencies
set price levels, placed geographic constraints on distribution strategies and, in some
instances, even defined the product attributes. Since the late 1970s, there has been a
trend in the USA and Europe towards partial or complete deregulation in a number of
major service industries. Further relaxation of regulations on trade in services between
members of the European Union has already started to reshape the economic landscape
of Europe. Reduced government regulation has already eliminated or minimized many
constraints on competitive activity in such industries as airfreight, airlines, railways,
road transport, banking, securities, insurance and telecommunications.
Barriers to entry by new firms have been dropped in many instances, geographic
restrictions on service delivery have been reduced, there is more freedom to compete
on price and existing firms have been able to expand into new markets or new lines of
business. But reduced regulation is not an unmixed blessing. Fears have been
expressed that if successful firms become too large – through a combination of internal
growth and acquisitions there may eventually be a decline in the level of competition.
Conversely, lifting restrictions on pricing may benefit customers in the short run as
competition cuts prices, but may leave insufficient profits for needed future
investments. For instance, fierce price competition among American domestic airlines
led to huge financial losses within the industry, bankrupting several airlines. This
made it difficult for unprofitable carriers to invest in new aircraft and raised worrying
questions about service quality and safety. Profitable foreign airlines, such as British
Airways and Singapore Airlines, gained market share by offering better service than
American carriers on international routes. Of course, not all regulatory changes
represent a relaxation of government rules. In many countries, steps continue to be
taken to strengthen consumer protection laws, to safeguard employees, to improve
health and safety, and to protect the environment.
Privatization
The term ‘privatization’ was coined in Great Britain to describe the policy of
transforming government organizations into investor-owned companies. Led by
Britain, privatization of public corporations has been moving rapidly ahead in a
number of countries across Europe, as well as in Canada, Australia, New Zealand and,
more recently, in some Asian and Latin American states.
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The transformation of such service operations as national airlines, telecommunication
services and utilities such as gas, electricity and water into private enterprise services
has led to restructuring, cost-cutting and a more market-focused posture. When
privatization is combined with a relaxing of regulatory barriers to allow entry of new
competitors, as in the British telecommunications or water industries, the marketing
implications can be dramatic. The privatization of utilities has led to a trend towards
international ownership, which many authorities see as irreversible.
Privatization can also apply to regional or local government departments. At the local
level, for instance, services such as refuse collection and cleaning have been shifted
from the public sector to private firms. Not everyone is convinced, however, that such
changes are beneficial to all sectors of the population. When services are provided by
public agencies, there are often cross subsidies, designed to achieve broader social
goals.
With privatization, there are fears that the search for efficiency and profits will lead to
cuts in service and price increases. The result may be to deny less affluent segments
the services they need at prices they can afford. Hence the argument for continued
regulation of prices and terms of service in key industries such as healthcare,
telecommunications, water, electricity and passenger rail transportation.
Technological Innovations
New technologies are radically altering the ways in which many service organisations
do business with their customers,as well as what goes on behind the scenes. Perhaps
the most powerful force for change today comes from the integration of computers
and telecommunications.
Companies operating information-based services, such as financial service firms, are
seeing the nature and scope of their businesses totally transformed by the advent of
national (or even global) electronic delivery systems, including the Internet and its
best known component, the World Wide Web. For instance, Amazon.com delivers the
same product to customers as a traditional bookshop, but in a very different context.
Although booklovers may complain that it cannot offer the chance to browse the
shelves of a friendly bookshop and leaf through a book, Amazon.com offers far more
choice and convenience, global access and often lower prices. The launch of
Amazon’s Kindle e-reader, followed by Apple’s iPad, enabled the download of books,
starting a transformation in the way people consume literature. Although people had
been downloading music for years, the success of Apple’s iPod and iTunes store made
this means of consuming music commonplace, with a far-reaching effect on the music
industry.
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Technological change affects many other types of services, too, from airfreight to
hotels to retail stores. Express courier firms such as TNT, DHL, FedEx and UPS, for
instance, recognized that the ability to provide real-time information about customers’
packages had become as important to success as the physical movement of those
packages. Technology does more than enable the creation of new or improved
services. It may also facilitate reengineering of such activities as delivery of
information, order-taking and payment, enhance a firm’s ability to maintain more
consistent service standards, permit the creation of centralized customer service
departments, allow replacement of personnel by machines for repetitive tasks and lead
to greater involvement of customers in operations through self-service and the
Internet.
Growth of Service Chains and Franchise Networks
More and more services are being delivered through national or even global chains.
Respected brand names such as Burger King, Body Shop, Credit Suisse, Hertz, Ibis,
Lufthansa and Mandarin Oriental Hotels have spread far from their original roots. In
some instances, such chains are entirely company-owned; in others, the creator of the
original concept has entered into partnerships with outside investors.
Franchising involves the licensing of independent entrepreneurs to produce and sell a
branded service according to tightly specified procedures. It is an increasingly popular
way to finance the expansion of multi-site service chains that deliver a consistent
service concept. Large franchise chains are replacing (or absorbing) a wide array of
small, independent service businesses in fields as diverse as bookkeeping, car hire,
dry-cleaning, hairdressing, photocopying, plumbing, fast food restaurants and estate
agency services. Among the requirements for success are the creation of mass media
advertising campaigns to promote brand names nationwide (and even worldwide),
standardization of service operations, formalised training programmes, a never-ending
search for new products, continued emphasis on improving efficiency and dual
marketing programmes directed at customers and franchisees, respectively.
Internationalization and Globalization
The internationalization of service companies is readily apparent to any tourist or
business executive travelling abroad. Airlines and airfreight companies that were
formerly just domestic in scope today have extensive foreign route networks.
Numerous financial service firms, advertising agencies, hotel chains, fast-food
restaurants, car hire agencies and accounting firms now operate on several continents.
This strategy may reflect a desire to serve existing customers better, to penetrate new
markets, or both.
The net effect is to increase competition and encourage the transfer of innovation in
both products and processes from country to country. Many well-known service
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companies in Europe are foreign-owned; examples include Citicorp, McDonald’s,
Andersen Consulting, TNT,Harrods and Four Seasons Hotels. In turn, Americans are
often surprised to learn that Burger King and Holiday Inn are both owned by British
companies. A walk round many of the world’s major cities quickly reveals numerous
famous service names that originated in other parts of the globe. Franchising allows a
service concept developed in one country to be delivered around the world through
distribution systems owned by local investors.
Internationalization of service businesses is being facilitated by free trade agreements
– such as those between Canada, Mexico and the United States (NAFTA), between
the South American countries comprising Mercosur or PactoAndino, and, of course,
between the current member states of the European Union. However, there are fears
that barriers will be erected to impede trade in services between free trade blocs and
other nations, as well as between the blocs themselves. Developing a strategy for
competing effectively across numerous different countries is becoming a major
marketing priority for many service firms.
Pressures to Improve Productivity
With increasing competition, often price-based, has come greater pressure to improve
productivity. Demands by investors for better returns on their investments have also
fuelled the search for new ways to increase profits by reducing the costs of service
delivery.
Historically, the service sector has lagged behind the manufacturing sector in
productivity improvement, although there are encouraging signs that some services
are beginning to catch up, especially when allowance is made for simultaneous
improvements in quality. Using technology to replace labour (or to permit customer
self-service) is one cost-cutting route that has been followed in many industries. Reengineering of processes often results in speeding up operations by cutting out
unnecessary steps. However, managers need to be aware of the risk that cost cutting
measures driven by finance and operations personnel without regard for customer
needs may lead to a perceived deterioration in quality and convenience.
The Service Quality Movement
The 1980s were marked by growing customer discontent with the quality of both
goods and services. Many of the problems with manufactured products concerned poor
service at the retail point-of-purchase and with difficulties in solving problems,
obtaining refunds or getting repairs made after the sale. Service industries such as
banks, hotels, car hire firms, restaurants and telephone companies were as much
criticized for human failings on the part of their employees as for failures on the
technical aspects of service.
29

With the growing realization that improving quality was good for business and
necessary for effective competition, a radical change in thinking took place.
Traditional notions of quality (based on conformance to standards defined by
operations managers) were replaced by the new imperative of letting quality be
customer-driven, which had enormous implications for the importance of service
marketing and the role of customer research in both the service and manufacturing
sectors.10 Numerous firms have invested in research to determine what their
customers want on every dimension of service, in quality improvement programmes
designed to deliver what customers want, and in regular measurement of how satisfied
their customers are with the quality of service received.
Expansion of Leasing and Rental Businesses
Leasing and rental businesses represent a marriage between service and manufacturing
businesses. Increasingly, both corporate and individual customers find that they can
enjoy the use of a physical product without actually owning it. Long-term leases may
involve use of the product alone – such as a lorry – or provision of a host of related
services at the same time. In road transport, for instance, full-service leasing provides
almost everything, including painting, washing, maintenance, tyres, fuel, licence fees,
road service, substitute vehicles and even drivers.
In the UK, as the home improvement and the do-it-yourself markets have grown, many
entrepreneurs have gone into business to rent electrical and mechanical equipment
ranging from carpet cleaners and hedge trimmers to power tools, wallpaper strippers
and cement mixers.
Personnel, too, can be hired for short periods rather than employed full-time, as
evidenced by the growth of firms supplying temporary workers, from secretaries to
security guards (whom Americans sometimes refer to jokingly as ‘rent-a-cops’).
Europe is following practices that have long prevailed in Canada and the United States,
with more students becoming part-time workers.
Manufacturers as Service Providers
Service profit centres within manufacturing firms are transforming many well-known
companies in fields such as computers, motor vehicles and electrical and mechanical
equipment.
Supplementary services once designed to help sell equipment – including consultation,
credit, transportation and delivery, installation, training and maintenance – are now
offered as profit seeking services in their own right, even to customers who have
chosen to purchase competing equipment.
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Several large manufacturers (including General Electric, Ford and Mercedes) have
become important players in the global financial services industry as a result of
developing credit financing and leasing divisions. Similarly, numerous manufacturing
firms now seek to base much of their competitive appeal on the capabilities of their
worldwide consultation, maintenance, repair and problem-solving services. In fact,
service profit centres often contribute a substantial proportion of the revenues earned
by such well-known ‘manufacturers’ as IBM, Hewlett-Packard and Rank Xerox.
Pressures on Public and Nonprofit organizations to find new income
The financial pressures confronting public and nonprofit organizations are forcing
them not only to cut costs and develop more efficient operations, but also to pay more
attention to customer needs and competitive activities. In their search for new sources
of income, many ‘nonbusiness’ organisations are developing a stronger marketing
orientation, which often involves rethinking their product lines, adding profit-seeking
services such as shops, retail catalogues, restaurants and consultancy, becoming more
selective about the market segments they target and adopting more realistic pricing
policies.
As the costs of staging soccer matches has risen (not least because of the sharp rise in
players’ salaries), many football clubs across Europe have become highly marketingoriented. A growing number engage in significant merchandising activities, with shops
selling goods from replica football strips to babywear. New or renovated stadia now
feature restaurants and special spectator boxes that can be sold or rented to companies.
Hiring and Promotion of Innovative Managers
Traditionally, many service industries were very inbred. Managers tended to spend
their entire careers working within a single industry, even within a single organization.
Each industry was seen as unique and outsiders were suspect. Relatively few managers
possessed graduate degrees in business, such as an MBA, although they might have
held an industry specific diploma in a field such as hotel management or healthcare
administration. In recent years, however, competition and enlightened self-interest
have led companies to recruit better qualified managers who are willing to question
traditional ways of doing business and able to bring new ideas from previous work
experience in another industry. In retail banking, for instance, senior managers in
fields such as marketing are sometimes recruited from fast moving consumer goods
companies. And within many firms, intensive training programmes are now exposing
employees at all levels to new tools and concepts.
Other reasons for growth of services
1. Consumer affluence: Due to the fast rise in the income of consumers, they are
attracted towards the new areas like clubs, health clubs, domestic services.
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2. Working women: During the recent times a large number of women have come up
in a variety of professions. In short, women are getting involved in almost all male
dominated activities. Due to this the demand of various services has increased.
3. Greater life expectancy: According to the World Development Report and world
human resource index, the life expectancy of people has increased significantly all
over the world barring few developing countries. This results into the requirement of
medical services.
5.7

IMPORTANCE OF MARKETING OF SERVICES

As service is an intangible product, its marketing becomes a difficult task. However,
the marketing of such intangible services is extremely important in order to sustain
and survive in the market.
Following points are listed, to explain the importance of services marketing:
1. A Key Differentiator:
Most of the consumers consider the services as an important element in order to judge
the product or a service. For example, Dominos and Pizza Hut are known to sell similar
products in the market; however the service that they provide to their customers matter
a lot.
Since there is not much difference in the product of the above mentioned two brands,
at such times their services create an impact on the customer’s mind. Hence, “service”
is defined as a key differentiator where a company can provide excellent customer
services to retain their old customers and to attract new ones.
2. Importance of Relationship:
Since service is an intangible product, customers will be able to buy such services
based on mutual trust and confidence in the seller. Hence, it is important for the seller
to maintain good relationships with the customers by listening to their needs properly
and delivering exactly what they want. Hence, relationship is considered very
important in a service sector, which will help the seller to retain loyal customers and
also attract the new ones.
3. Customer Retention:
In today’s highly competitive environment, it is very important to retain old customers
than to attract new ones. This is because there are a lot of sellers trying to catch from
the same pool of buyers. Thus, sellers must concentrate on retaining the customers by
fulfilling their changing needs.
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They must promote feedback amongst customers and must work on the given feedback
in order to match up to their wants. This way they will be able to retain their loyal
customers by offering increasing satisfaction.
4. Multiple Touch Points:
Service sector does not provide any tangible services to the customers. Thus customers
have to depend on intangible services like talking to many people about the services
before buying the same. This creates a perception in the customer’s mind whether to
go ahead with the purchase or not. These multiple touch points are important to
motivate the customers to trust them and make the purchases.
5. Services Proliferate:
Since it is a challenge to market the intangible services to the customers, marketers
should find various ways and means to market the product in such a way that it stands
out from the rest of the crowd. They should invent various ways to communicate the
benefits of the services to the customers in such a language which they find easy to
reflect to their needs and value.
6. Feedback Improves Services:
Since it is difficult to match up the marketing concepts of the service sector with the
needs of the customers, sellers must work on the feedback given by the customers.
These feedbacks are genuine suggestions and tips given by the customers and if the
seller works on the same, it will help him to match up with the changing needs and
desires of the customers. Sellers must cultivate the habit of collecting regular
feedbacks from the customers and working on the same.
7. Technology Impacts:
Technology is a big box on for the service sectors. People like to collect information
on the services before actually purchasing them. Thus, internet plays a very important
role here to flash the required details of the services so that customers can directly visit
the website for details and this will also prevent them from talking to many other
people. Service sellers must take full advantage of the growing technology and reach
out to maximum customers with the required knowledge and quality.
5.8

CONCLUSION

It is now obvious that most economies, the world over, are increasingly becoming
service economies and, therefore, there is a need to manage service economies and,
therefore, there is a need to manage services in the best possible way. The service
sector has now surpassed the manufacturing sector in term of contribution to GDP.
Liberalization, Privatization, Globalization (LPG) has brought unprecedented changes
in the economic, trade and industrial scenarios. Customers needs are changing so
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considering various consumer needs and changing structure of industry has put various
pressure on the service marketer to better understand the consumer and market face.
Several forces are driving sector today. There are various important factors that
influence the service industry such as privatization, service quality movement,
pressure on public and private organization to generate income, and so on. None of
the industries in the service sector find themselves untouched by some of the factors
described above. Service industries has to understand these factors and develop
strategies accordingly.
5.9

KEY WORDS

 Franchise: official permission to sell a company's goods or services in a particular
area
 Leasing: legal agreement by which money is paid in order to use land a building
a vehicle or a piece of equipment for an agreed period of time
 Proliferate: to increase quickly in number
 Retention: the action of keeping something or of being kept
 Productivity: the effectiveness of productive effort especially in industry as
measured in terms of the rate of output per unit of input.
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LET US SUM UP

 Philip Kotler defines a service as “any act or performance that one party can offer
to another that is essentially intangible and does not result in ownership of
anything. Its production may or may not be tied to a physical product.”
 Liberalization, Privatization, Globalization (LPG) has brought unprecedented
changes in the economic, trade and industrial scenarios. India is fast moving from
a protected economy to an open market economy and becoming integrated with
the world economy.
 The term ‘privatization’ was coined in Great Britain to describe the policy of
transforming government organizations into investor-owned companies.
 Leasing and rental businesses represent a marriage between service and
manufacturing businesses. Increasingly, both corporate and individual customers
find that they can enjoy the use of a physical product without actually owning it.
 Other reasons for the growth of services are consumer affluence, working women
and greater life expectancy.
 The importance of marketing of services are :
 A key Differentiator
 Importance of relationship
 Customer retention
 Multiple touch points
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5.11
1.
2.
3.
4.
5.

Service proliferate
Feedback improves services
Technology impacts

MODEL QUESTION
Define Service Marketing.
Explain the term Privatisation.
State the other reason for the growth of services.
Explain the importance of Marketing of Services.
Explain the term Globalization.

5.12



FURTHER READING
https://theinvestorsbook.com/service-marketing.html
https://www.economicsdiscussion.net/marketing-2/what-is-servicemarketing/31875

35

UNIT-6

SERVICE SECTOR IN INDIA AND 4 I’S OF
SERVICE MARKETING

Structure
6.0
6.1
6.2
6.3
6.4
6.5
6.6
6.7
6.8
6.9
6.10

Learning objective
Introduction
Service sector growth in India
Major Service sectors in India
Indian service industry report as per April 2021
Four I's of service marketing
Conclusion
Key words
Let us sum up
Model questions
Further references

6.0

LEARNING OBJECTIVES

After studying this unit, learners should be able to know
 The rate of service sector growth in India
 Major service sectors in India
 Indian service Industry Report as per April 2021
 Four I’s of Service Marketing
6.1

INTRODUCTION

Service sector is the "soft" part of the economy, i.e. activities where people offer their
knowledge and time to enhance their productivity, performance, potential, and
sustainability, which is termed as affective labor. The elementary characteristic of this
sector is that they produce services instead of end products. Services (also known as
"intangible goods") include attention, advice, access, experience, and discussion.
Services might includes the transportation, distribution and sale of goods from
producer to a consumer, such as in pest control or entertainment. The goods may be
transformed in the process of providing the service, as happens in the restaurant
industry. However, the emphasis is on service provider interacting with people and
serving the customer rather than transforming physical goods. The most important
growth in this sector also implicates the transfer of funds from the governmental to the
contractual profit, non-profit and hybrid sectors of the economy. For the last 100 years,
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there has been a considerable shift from the primary and secondary sectors to the
tertiary sector in industrialised countries. This shift is called teritarisation. The tertiary
sector is now the largest sector of the economy in the Western world, and is also the
fastest growing sector.
6.2

SERVICE SECTOR GROWTH IN INDIA

Services sector, with around 52 per cent contribution to the Gross Domestic Product
(GDP) in 2014-15, has made speedy steps in the past period and a half to emerge as
the largest and one of the fastest-growing sectors of the economy. The services sector
is not only the dominating sector in India’s GDP, but has also gained substantial
foreign investment flows, contributed significantly to exports as well as provided
large-scale employment. India’s services sector covers a wide variety of activities such
as trade, hotel and restaurants, transport, storage and communication, financing,
insurance, real estate, business services, community, social and personal services, and
services associated with construction. Market Size- The services sector contributed
US$ 783 billion to the 2014-15 GDP (at constant prices). Out of overall services
sector, the sub-sector comprising financial services, real estate and professional
services which contributed US$ 305.8 billion or 20.5 per cent to the GDP. The thirdlargest sub-segment comprising trade, repair services, hotels and restaurants
contributed nearly 12.5 per cent to the GDP. Investments-The Indian services sector
has attracted the highest amount of FDI equity inflows in the period April 2000September 2015, which is about 17 per cent of the total foreign inflows, according to
the Department of Industrial Policy and Promotion (DIPP). Some of the developments
and major investments by companies in the services sector in the recent past are as
follows: Credit Analysis and Research (CARE Ratings) has signed Memorandum of
Understanding (MoU) with Japan Credit Rating Agency, Ltd (JCR) to collaborate with
each other as strategic business partners. For example: Shuttl, an Indian bus aggregator
platform headquartered in Gurgaon, has raised US$ 20 million in Series.
6.3

MAJOR SERVICE SECTORS IN INDIA

1. Tourism and travel service sector
a) Hotel services
b) Hospitality Service Sector
2. Insurance service sector
3. Education Services
4. Media services
5. Telecommunication services
6. Financial Services
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1. Tourism and travel services
It is the largest service industry in India. It provides heritage, cultural, medical,
business and sports tourism. The main task of this sector is to grow and endorse
tourism, maintain competitiveness of India as tourist destination and improve and
expand existing tourism products to ensure employment generation and economic
growth. Travel and tourism businesses try to target consumers' needs, helping them
sort through all their flight, hotel and recreational options. In order for tourism
businesses to succeed, they rely on marketing professionals to link potential
consumers with their services and operations. Marketing operations involves
designing advertisements or promotional offers that will draw customers attention
towards a travel business. For accomplishing this task, marketers conduct surveys or
interviews with target consumers in order to establish their needs, what they respond
to and what they look for when choosing such an organization. Marketers must then
be able to use this information to draft successful campaigns that would upturn
business and profits.
(a) Hotel Marketing – Hotels are another major service industry in India. Their
importance is undoubted. A large number of international hotel chains has been
entered in India, either independently or with an Indian partner. The Indian
tourism department has also recognized their importance and started
categorizing them on the basis of the standard of their facilities.
Basic assumptions regarding hotel marketing are necessary. These are:
 Hotel customers are referred to as ‘guests’ as they receive hospitality by
way of accommodation, food and drink or all for which they pay. If
satisfied, only than they return to the hotel for receiving further paying
hospitality.
 A hotel is ‘immovable’ in contrast to a manufactured product or service
which is mobile and can be taken from the venue of production to the size
of consumption.
 The demand for hotel facilities has a variety which a few manufactured
products have.
 Hotels are not only in competition with others hotels, but also with the
products and services of other industries catering to discretionary
expenditure. These assumptions postulate that the economic viability of a
hotel depends largely on three factors. First, the speed with which demand
for hotel facilities can be generated; Second, the capacity to ensure and
retain customer satisfaction which will result in repetitive business and
expansion of business; and Third, the package, tenor of atmosphere, service
and quality which together constitute the hotel’s standing and image.
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(b) Hospitality service sectors: The Indian hospitality industry has appeared as one
of the significant industries driving growth of the services sector in India. This
industry is very sensitive to the needs and desires of people. The riches of the
hospitality industry have always been linked to the prospects of the tourism
industry and it is the foremost demand driver of the industry. The Indian
hospitality industry has documented strong growth fuelled by robust inflow of
foreign tourists as well as increased tourist movement within the country.
Major characteristics of the Indian hospitality industry are:
 High seasonality: The hotel industry experiences more demand during
October–April, followed which the monsoon months entail less demand.
Usually the December and March quarters catch in 60% of the year’s
turnover for India’s hoteliers. However, this trend has been changed over
the recent few years. Hotels have stretched various offerings to improve
performance (occupancy) during peak period. These include targeting the
conferencing segment and offering lucrative packages during that period.


Labour intensive: Qualitative manpower is crucial in the hospitality
industry. This industry offers employment to skilled, semi-skilled, and
unskilled labour directly and indirectly. Hotel owners in India tend to “overspec” their hotels that results into leading to higher manpower requirement.
With the entry of branded international hotel chain in the Indian industry
across different categories, Indian hotel companies need to become more
manpower efficient and reconsider their staffing requirements.



Changing consumer dynamics and ease of finance: The country has
acknowledge a change in consumption patterns. The middle class
population with higher disposable incomes has caused the shift in spending
pattern, with discretionary purchases forming a substantial part of total
consumer spending. Increased affordability and affinity for leisure travel are
driving tourism in India and in turn aiding growth of the hospitality industry.
Emergence of credit culture and easier availability of personal loans have
also driven growth in the travel and tourism and hospitality industries in the
country.
Trends in the industry
The hospitality industry recorded healthy growth in early-2000, leading to
a rise in occupancy rate during 2005/06 and 2006/07. Consequently,
average rates for hotel rooms also increased in 2006/07. The rise in average
rates was also a result of the demand-supply gap for hotel rooms, especially
in major metros. Hotels were charging higher rates, at times much higher
than that those charged by their counterparts in other parts of the world.
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Lured by higher returns experienced by the hotel industry, a number of
players, domestic as well as international, entered the space. India became
one of the most attractive destinations for such investments. While on the
one hand, investments continued to flow into the hotel industry, hit by sharp
rise in rates, corporates started looking for alternate cost-effective lodging
options. This led to emergence of corporate guest houses, especially in
major metros, and leased apartments as replacements for hotels. While
average room rates rose in 2007/08, occupancy rates dropped. Occupancy
rates plunged sharply next year, as demand declined following the global
economic slowdown and the terror attacks in Mumbai. As a result, hotel
rates declined during 2009-10. The hospitality industry reported
improvement in 2009-10, with domestic tourist movement in the country
being at a high. While average rates remained lower, occupancy rates rose,
supported by surge in domestic tourist movement. The industry is expected
to report healthy growth in 2010/11, with expected increase in domestic
tourist movement and rise in international tourist arrivals.
Marketing strategies in Hospitality
Services Marketing strategies in the hospitality industry have changed
drastically over the past decade. Few years back, the brand name of the hotel
was a major driver. But with the arrival of well educated and experienced
travelers, hotel companies have had to change their marketing strategies.
Today, hotel companies marketing strategies are differentiation,
consistency, customer satisfaction, delivery of brand promises, and
customer retention. Use of technology have also transformed the working
of hotel companies like creating the need for online marketing. That is why
blogs, networking sites, and travel sites are being used for making choices
and the information provided tends to influence opinion and choice of
customers. Opportunities In India the prospects for the hotel industry are
bright. With revival in the global economy, international tourist inflow into
the country is expected to rise. Additionally, hosting of international sports
events and trade fairs and exhibitions in the country has also increased the
expectation to improve the inflow of international tourists and domestic
tourist movement. The upcoming industrial parks, manufacturing facilities
and ports across the country provide a good opportunity for budget and midmarket hotels. The increase in room inventories is expected to make the
hotel industry more competitive and hotels would be under pressure to
maintain quality and service levels at competitive prices. Competitive
pricing amongst the branded hotels along with the addition of more budget
and mid-market hotels would make the hotel industry cost competitive with
other destinations.
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2. Insurance service sector
The service industry has been late as compare to manufacturing industry in adopting
the marketing concepts. Even within the service industries, insurance has been
amongst the last to switch over to marketing concept from its earlier sales orientation.
Moreover with the privatization of insurance business and entry of private agencies
the role of marketing has become all the more important.
The term ‘Insurance Marketing’ refers to the marketing of insurance services with the
motto of customer orientation which makes possible a fair blending of customer
satisfaction and profit generation.


Policy servicing: Policy servicing is an important part of marketing activity as
repeat sales depend upon consumer satisfaction which in turn depends upon good
servicing. Pre-sale services in property insurance marketing consists of proper
study and analysis of insurance needs, survey of the property proposed to be
insured and technical advice at the time of construction of a building and erection
of machinery etc. which will minimize fire and other hazards and help reduce
premiums. Post sale services will include reminder for renewal, advice on
modification of cover whenever property at risk undergoes a change, preference
and settlement of claims and so on.

New channels of distribution in Insurance sector
The various channels which have been introduced and adopted to the Indian market
are:
Intermediary channels Agents tied as well as independent
 Brokers or multi tied agents
 Banks and other financial institutions
Direct channels Company employees
 Telephone Sales
 Direct mails
 Internet
 Bank branches
Internet as a Distribution Channel- Internet plays vital role in providing
information. In the current Indian market the customer is not aware about the inherent
value of insurance. He thinks of insurance only in the month of March as a tax saving
measure.
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3. Education sector
The Education sector in India is poised at a crucial stage in its growth. India’s
demographic advantage of having a large population of youth, coupled with low gross
enrolment ratios, presents a huge opportunity to education sector players. At the same
time, the growth of the Indian economy and upward movement of income levels is
boosting spend on Education, which already accounts for the second-highest share of
wallet for middle-class households. Additionally, the big entrepreneurs and private
equity players are investing in education sector because of:
 Steady cash flows
 Recession-proof nature of the sector
 Negative working capital requirements
Government support for the sector has also seen a boost, with substantial reforms and
increased financial outlays being announced and implemented. These reforms aim at
not only strengthening the sector but facilitating planned expansion of the sector. The
interplay of all these factors has made Education an attractive sector with multiple
opportunities, as can be seen by the high growth many players are witnessing and
pursuing.
The key policy making agencies for higher education are:
 Ministry of Human Resource Development (Higher Education Department) - lays
down the National Policy on Education
 Central Advisory Board of Education (CABE) - coordination and cooperation
between the Union and the States in the field of education
 State Councils for Higher Education – coordination of roles of Government,
Universities and apex regulatory agencies in higher education within the State.
Though a significant part of the Indian higher education system is regulated, there
are certain areas that are not. As a result, the opportunities for the private players
can be divided into two segments as shown on the following page 4. Media
Service Sector Media is the most powerful tool of communication. It gives a real
exposure to the mass audience about what is right or wrong. Even though media
is linked with spreading fake news like a fire, but on the safe side, it helps a lot to
inform us about the realities as well.
4. Media Services
Types of Media
 Magazine
 Newspaper
 Software Publishing
 Internet
 Blogs (Web Logs)
Mass Media can be used for various purposes
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 Advocacy, both for business and social concerns. This can include advertising,
marketing, propaganda, public relations, and political communication
 Entertainment, traditionally through performances of acting, music, and sports,
along with light reading;  Public service announcements.
Tools for Media Marketing
a) Word of Mouth
b) Propaganda
c) Brand Infiltration
d) Customer Engagement
e) Undercover Marketing
f) Evangelism Marketing
g) Language
5. Telecommunication Services:
Telecommunication is the assisted transmission of signals over a distance for the
purpose of communication. In earlier times, this has been involved the use of smoke
signals, drums, semaphore, flags or heliograph. In modern times, telecommunication
typically involves the use of electronic transmitters such as the telephone, television,
radio or computer
TELECOM REGULATORY AUTHORITY OF INDIA (TRAI)
 The Telecom Regulatory Authority of India was established in 1997 through an
Act of Parliament, namely, the Telecom Regulatory Authority of India Act, 1997
as amended by TRAI (Amendment) Act, 2000. The thrust of consumer protection
derives from the preamble to the Act as reproduced below
 "An Act to provide for the establishment of the Telecom Regulatory Authority of
India and the Telecom Disputes Settlement and Appellate Tribunal to regulate the
telecommunication services, adjudicate disputes, dispose of appeals and to protect
the interests of service providers and consumers of telecom sector to promote and
ensure orderly growth of the telecom sector and for matters connected therewith
or incidental thereto.
Concept of Telecom Marketing
Telecom Marketing is about creating a competitive advantage by being the best at
understanding, communicating, and delivering and developing existing customer
relationships in addition to creating and keeping new customers. The concept of the
product life cycle is giving way to customer life cycle, focusing on developing
products that anticipate the future needs of existing customers and creating services
that extend the existing customer relationship beyond the mere transaction. The
customer life cycle will focus on lengthening the life span of the customer with the
organization rather than the endurance of a particular product. Customers have
changing needs as their life styles alter- the development and provision of products
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and/or services that continuously seek to satisfy those needs is good Telecom
Marketing .A good Telecom Marketing Strategy will take the business vision and
apply it to the customer base.
Following are the marketing strategies being adopted by telecommunication sector:
 Cross-function interaction
 Strategic Alliance Partner
 Market Entering Strategies
 Market segmentation-Geographical
 Market Positioning
 Pricing Strategies
 Promotional Mix
6. Financial service sector
The new concept of bank marketing assigned due weightage to customer satisfaction.
It aimed at having a full view of customer’s needs, fulfilling the identified needs in the
best possible way by required services, identification of potential customers and
conducting the activities at the branches on the basis of market segmentation. Thus,
regarding the bank marketing concept, it is right to mention that it is a managerial
process by which services are matched with markets. The matching of services with
market is meant formulation of overall marketing strategies which suit the taste,
temperament, needs and requirements of customers.
Marketing process as applicable to banks includes the following steps:
a. Identification of Customer Needs
b. Segmentation of Market
c. Development of Banking Products
d. Price Determination for Bank products.
e. Setting up Distribution Channels
f. Promotion of the Product
g. Training in Marketing
h. Forecasting and Research.
6.4

INDIAN SERVICE INDUSTRY REPORT AS PER APRIL 2021

As service-based businesses become more and more important in our economy,
marketers must be aware of the inherent differences in managing the customer
experience. Creating a Reliable, Responsive, and Respectful service offering will
increase customer satisfaction and loyalty, and will ultimately lead to a more profitable
business.
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Introduction
The services sector is not only the dominant sector in India’s GDP, but has also
attracted significant foreign investment, has contributed significantly to export and has
provided large-scale employment. India’s services sector covers a wide variety of
activities such as trade, hotel and restaurants, transport, storage and communication,
financing, insurance, real estate, business services, community, social and personal
services, and services associated with construction.
Market Size
The services sector is a key driver of India’s economic growth. The sector contributed
55.39% to India’s Gross Value Added at current price in FY20. GVA at basic prices
at current prices in the second quarter of 2020-21 is estimated at Rs. 42.80 lakh crore
(US$ 580.80 billion), against Rs. 44.66 lakh crore (US$ 633.57 billion) in the second
quarter of 2019-20, showing a contraction of 4.2%. According to RBI, in February
2021, service exports stood at US$ 17.54 billion, while imports stood at US$ 10.61
billion.
Nikkei India Services Purchasing Managers' Index (PMI) decreased to 54.6 in March
2021 from 55.3 in February 2021.
Industry developments
Some of the developments in the services sector in the recent past are as follows:
 The services* category in India attracted cumulative foreign direct investment
(FDI) worth US$ 85.86 billion between April 2000 and December 2020. The
services category ranked 1st in FDI inflow as per data released by the
Department for Promotion of Industry and Internal Trade (DPIIT).
 In April 2021, the Ministry of Education (MoE) and University Grants
Commission (UGC) started a series of online interactions with stakeholders to
streamline forms and processes to reduce compliance burden in the higher
education sector, as a follow-up to the government’s focus on ease of doing
business to enable ease of living for stakeholders.
 On March 17, 2021, the Health Ministry’s eSanjeevani telemedicine services
crossed 3 million (30 lakh) teleconsultations since its launch, enabling patientto-doctor consultations from the confines of their home and doctor-to-doctor
consultations.
 In April 2021, Elon Musk’s SpaceX has started accepting pre-orders for the
beta version of its Starlink satellite internet service in India for a fully
refundable deposit of US$ 99. Currently, the Department of
Telecommunications (DoT) is screening the move and more developments will
be unveiled soon.
 In December 2020, a cohort of six health-tech start-ups—AarogyaAI,
BrainSightAI, Fluid AI, InMed Prognostics, Wellthy Therapeutics, and
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Onward Assist—have been selected by the India Edison Accelerator, fuelled
by GE Healthcare. India Edison Accelerator, the company's first start-up
partnership programme focused on Indian mentors, creates strategic partners
to co-develop healthcare solutions.
The Indian healthcare industry is expected to shift digitally enabled remote
consultations via teleconsultation. The telemedicine market in India is
expected to increase at a CAGR of 31% from 2020 to 2025.
In December 2020, Gamma Skills Automation Training introduced a unique
robotics & automation career launch programme for engineers, an ‘Industry
4.0 Hands-on Skill Learning Centre’ located at IMT Manesar, Gurgaon in
Haryana.
In December 2020, the 'IGnITE’ programme was initiated by Siemens, BMZ
and MSDE to encourage high-quality training and technical education.
'IGnITE' aims to develop highly trained technicians, with an emphasis on
getting them ready for the industry and future, based on the German Dual
Vocational Educational Training (DVET) model. By 2024, this programme
aims to upskill ~40,000 employees.
In October 2020, Bharti Airtel entered cloud communications market with the
launch of business-centric ‘Airtel IQ’.

Government Initiatives
The Government of India recognises the importance of promoting growth in services
sector and provides several incentives across a wide variety of sectors like health care,
tourism, education, engineering, communications, transportation, information
technology, banking, finance and management among others.
The Government of India has adopted few initiatives in the recent past, some of these
are as follows:
 Under Union Budget 2021-22, the government allocated Rs. 7,000 crore (US$
963.97 million) to the BharatNet programme to boost digital connectivity
across India.
 FDI limit for insurance companies has been raised from 49% to 74% and 100%
for insurance intermediates.
 On January 15, 2021, the third phase of Pradhan Mantri Kaushal Vikas Yojana
(PMKVY) was launched in 600 districts with 300+ skill courses. Spearheaded
by the Ministry of Skill Development and Entrepreneurship, the third phase
will focus on new-age and COVID-related skills. PMKVY 3.0 aims to train
eight lakh candidates.
 In January 2021, the Department of Telecom, Government of India, signed an
MoU with the Ministry of Communications, Government of Japan, to
strengthen cooperation in the areas of 5G technologies, telecom security and
submarine optical fibre cable system.
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On November 4, 2020, the Union Cabinet, chaired by the Prime Minister, Mr.
Narendra Modi, approved to sign a memorandum of understanding (MoU)
between the Ministry of Communication and Information Technology and the
Department of Digital, Culture, Media and Sports (DCMS) of United Kingdom
Government to cooperate in the field of telecommunications/information and
communication technologies (ICTs).
In October 2020, the government selected Hughes Communications India to
connect 5,000 village panchayats in border and naxal-affected states and island
territories with satellite broadband under BharatNet project by March 2021.
In September 2020, the government announced that it may infuse Rs. 200
billion (US$ 2.72 billion) in public sector banks through recapitalisation of
bonds
In the next five years, the Ministry of Electronics and Information Technology
is working to increase the contribution of the digital economy to 20% of GDP.
The government is working to build cloud-based infrastructure for
collaborative networks that can be used for the creation of innovative solutions
by AI entrepreneurs and startups.
On Independence Day 2020, Prime Minister Mr. Narendra Modi announced
the National Digital Health Mission (NDHM) to provide a unique health ID to
every Indian and revolutionise the healthcare industry by making it easily
accessible to everyone in the country. The policy draft is under ‘public
consultation’ until September 21, 2020.
In September 2020, the Government of Tamil Nadu announced a new
electronics & hardware manufacturing policy aligned with the old policy to
increase the state's electronics output to US$ 100 billion by 2025. Under the
policy, it aims to meet the requirement for incremental human resource by
upskilling and training >100,000 people by 2024.
Government of India has launched the National Broadband Mission with an
aim to provide Broadband access to all villages by 2022.

Road Ahead
By 2023, healthcare industry is expected to reach US$ 132 billion. India’s digital
economy is estimated to reach US$ 1 trillion by 2025. By end of 2023, India’s IT and
business services sector is expected to reach US$ 14.3 billion with 8% growth.
The implementation of the Goods and Services Tax (GST) has created a common
national market and reduced the overall tax burden on goods. It is expected to reduce
costs in the long run-on account of availability of GST input credit, which will result
in the reduction in prices of services.
Note: Conversion rate used for April 2021 is Rs. 1 = US$ 0.01334
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6.5

FOUR I’S OF SERVICE MARKETING

The 4 I’s define the service offering, which can be managed with the 3 R’s.
1. Intangibility
Services are inherently experiential. They will typically involve some sort of
accompanying product, also known as the facilitating good; however, the
primary value to the consumer is intangible
2. Inconsistency
Service delivery is prone to inconsistency. The most successful service brands
will often invest heavily in training and quality control programs in an attempt
to reduce inconsistency.
3. Inseparability
In addition to being intangible, a service is also inherently inseparable from
the service delivery vehicle. It involves a necessary ‘touch point’ with the
customer that is necessarily linked to the service itself.
4. Inventory
Although services may be linked to a facilitating good, inventory associated
with a service is perishable.
The Three R’s of Service Quality
A useful framework for maintaining service quality is to focus on the following:
1. Reliability
Whether product or service, the foundation of any strong brand is
reliability. The customer must know that when they interact with the service
offering that they will receive reliable service. That can only be controlled
through training, quality standards, and measurement. A service-based brand
can only survive based on a reliable offering.
2. Responsiveness
A service offering necessarily requires a back-and-forth between the customer
and the supplier. The supplier must ensure that the customer’s expectations
for responsiveness are met, or the customer will start to look for alternatives. A
service-based brand doesn’t need to be the fastest, but it must be consistent or
the customer will become anxious.
3. Respect
Once a service offering is consistently reliable and responsive, it is the
‘respect’ that separates the premium service offerings from the rest of the
field. A customer who feels respected will be more satisfied and loyal.
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6.6

CONCLUSION

Service sector plays a vital role in developing economies. The service sector consists
of the "soft" parts of the economy, i.e. activities where people offer their knowledge
and time to improve productivity, performance, potential, and sustainability, which is
termed as affective labour. The services sector is not only the dominant sector in
India’s GDP, but has also attracted significant foreign investment flows, contributed
significantly to exports as well as provided large-scale employment. India’s services
sector covers a wide variety of activities such as trade, hotel and restaurants, transport,
storage and communication, financing, insurance, real estate, business services,
community, social and personal services, and services associated with construction.
6.7

KEY WORDS





Loyalty: a strong feeling of support or allegiance.
Reliability: the quality of being trustworthy or of performing consistently well.
Segmentation: division into separate parts or section.
Alliance: a union or association formed for mutual benefit specially between
countries or organization.
 Propaganda: information, especially of a biased or misleading nature,used to
promote a political cause or point of view.
6.8

LET US SUM UP

 Service sector is the "soft" part of the economy, i.e. activities where people offer
their knowledge and time to enhance their productivity, performance, potential,
and sustainability, which is termed as affective labour.
 Major service sector in India are:
1. Tourism and travel service sector
a) Hotel services
b) Hospitality Service Sector
2. Insurance service sector
3. Education Services
4. Media services
5. Telecommunication services
6. Financial Services
 Travel and tourism businesses try to target consumers' needs, helping them sort
through all their flight, hotel and recreational options.
 The term ‘Insurance Marketing’ refers to the marketing of insurance services with
the motto of customer orientation which makes possible a fair blending of
customer satisfaction and profit generation.
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 The Telecom Regulatory Authority of India was established in 1997 through an
Act of Parliament, namely, the Telecom Regulatory Authority of India Act, 1997
as amended by TRAI (Amendment) Act, 2000.
 Telecom Marketing is about creating a competitive advantage by being the best
at understanding, communicating, and delivering and developing existing
customer relationships in addition to creating and keeping new customers.
 Bank marketing concept, it is right to mention that it is a managerial process by
which services are matched with markets.
 The services sector is a key driver of India’s economic growth. The sector
contributed 55.39% to India’s Gross Value Added at current price in FY20.
 Four I's of service marketing are:
 Intangibility
 Inconsistency
 Inseparability
 Inventory
 The three r's of service quality are:
 Reliability
 Responsiveness
 Respect
6.9

MODEL QUESTION

1.
2.
3.
4.
5.

Explain the Tourism and Travel services operating in India.
Explain the Education sector.
Explain in detail the Media service sector
Explain the concept of Telecom marketing.
State the government initiatives taken under the Indian service industry report
April 2021.
6. Mention the four I's of service marketing.
7. Explain the R's of service quality.
6.10



FURTHER READING
https://marketingmattersdotorg.wordpress.com/2012/01/15/the-four-is-ofservice-marketing/
http://www.ibef.org/industry/services.aspx#sthash.oLY4We75.dpuf
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