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UNIT 1 : SERVICES MARKETING MIX
STRUCTURE
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1.2 Introduction
1.3 Service Marketing Mix
1.3.1
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1.3.2
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1.3.4
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1.3.5
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1.3.6
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1.3.7
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1.4 Let us Sum Up
1.5 Further Reading
1.6 Answers to check your progress
1.7 Model Questions

1.1

LEARNING OBJECTIVES
After going through this unit, you will be able to:

z define service mix
z explain the concept of service mix
z explain the 7Ps of Service marketing mix.

1.2

INTRODUCTION
In the earlier unit we have discussed about basic concepts of service

marketing. In this unit we will discuss about service marketing mix. The
service marketing mix is a combination of the different elements of service
marketing that companies use to communicate their organizational and brand
message to customers. The mix consists of the seven Ps i.e. Product,
Pricing, Place, Promotion, People, Process and Physical Evidence. The
service marketing mix, also known as the extended marketing mix, treats
the service that the business offers just as it would treat a product. While
2
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the first four Ps are involved in product marketing too, the remaining three
Ps focus mainly on service delivery and enhancing customer satisfaction.

1.3

SERVICE MARKETING MIX
PRODUCT

PHYSICAL EVIDENCE

PRICE

Services

PLACE

Marketing Mix

PROCESS

PROMOTION

PEOPLE

Fig 2.1: Services Marketing Mix

1.3.1 Product
Product is the key element in market offering. “A product is
anything that can be offered to the market to satisfy a need or a
want. Product may include physical goods, services, experiences,
events, persons, places, properties, organizations, information and
ideas”. It is said that a good product will sell itself. But people will buy
products for their benefits or they buy expectations. Marketers have
identified three levels in developing the product element of marketing
mix as far as services are concerned. These are : The core level,
tangible level and augmented level. The ‘core level’ aims to satisfy
the important needs of the customer while the ‘tangible level’
manages the appearance of the product. The ‘augmented level’
involves the addition of supplementary services to the basic offering.
These three levels can be grouped into two - the core level that
caters to the basic benefits and a secondary level which includes
Service and Retail Marketing
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the tangible as well as the augmented service levels. The core level
basically deals with the service offering while the secondary level
deals mostly with the delivery of service. For example, the core
service of a restaurant is to serve good food to the customers while
the secondary service includes providing them with good ambience.

CHECK YOUR PROGRESS
Q 1: Define Product.
..................................................................
................................................................................................
Q 2: State the levels in developing the product element of marketing
mix.
................................................................................................
................................................................................................

1.3.2 Pricing
The pricing of services is different from that of goods for
various reasons. Services for example, can be differentiated on the
basis of their price, as a higher price is generally associated with a
better quality. Another differentiating factor between goods and
services as far a pricing is concerned is the cost component involved.
The fixed cost is high and the variable costs are low for a service,
when compared to a product. For example, the marginal cost involved
in letting out a room in a hotel to a customer is negligible while the
fixed costs of establishing and maintaining the hotel is high.
Therefore, a major part of the price paid by the customers is directed
towards covering the fixed costs of the service provider. In case of
product, a major part of the price paid by the customer goes towards
the variable costs of producing that unit of the product. Moreover, in
case of a service, the price of the same service can be changed
depending on the demand for the service. For example, hotel owners
can raise the room tariff during the peak season and lower it during
the lean season.
4
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CHECK YOUR PROGRESS
Q 3: A higher price is associated with better
quality- Yes or No
................................................................................................

1.3.3 Promotion
Service consumers experience a high level of perceived risk
when compared to the consumers of products because of the
intangible nature of services. Service providers should aim to promote
their services in order to eliminate the elements of this perceived
risk. This can be best achieved by encouraging and promoting
positive word-of-mouth publicity, developing strong brands, offering
a trial use of service for the customers and finally by managing
advertising and public relations effectively to clearly communicate
the message to the customers. For example, Bollywood actress,
Priyanka Chopra has been signed to promote tourism in Assam by
the Government of Assam that aims to invite tourists to experience
the place and to love the friendly environment here so that the state
can earn revenue. Promotion of service cannot be carried out in
isolation, without promoting the service provider, as consumers will
not be able to rate the intangible services without knowing who the
service provider is. Therefore, promotion of the service provider
becomes equally important in services. For example, bank
customers can identify and relate to a service offer in a better way
when the service provider is known.

CHECK YOUR PROGRESS
Q 4: Why do consumers of services experience
a high level of perceived risk when compared
to consumers of products?
................................................................................................
Service and Retail Marketing
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1.3.4 Place
In services, place relates to the ease involved in assessing
a service. Due to the inseparability of services, they are produced
and consumed at the same place. This inseparability of services
makes it impossible for service providers to produce the service at
a place where the costs are low and sell it at a place where there is
high demand for it. Therefore, there is no distribution channel for
service marketing, or if at all there is one, it is very small. For example,
the physical location of the service provider’s outlet. Banks, for
example, are striving to provide ATMs to their customers at all
important locations to improve accessibility of their services.

CHECK YOUR PROGRESS
Q 5: Why are services produced and consumed
at the same place?
................................................................................................

1.3.5 People
Most service providers understand and, therefore, treat
people management as an important aspect of their service delivery.
Some service organizations perceive people as a means to gain a
competitive advantage in the industry. Therefore, they invest in
attracting, training and retaining the best talent. For example, The
Taj Group of Hotels conduct training programs that aim to educate
their personnel to be professional and warm, to enhance their ability
to serve global customers. It conducts leadership programs that
train and assess the potential of their personnel.

CHECK YOUR PROGRESS
Q 6: Service organizations perceive people as a
means to:
................................................................................................
6
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1.3.6 Process
The production and delivery process in the manufacturing
sector is easier than in the service sector. Marketers of services are
often confused as there is little difference between marketing and
operations management in services. This is because the production,
delivery and consumption of services take place simultaneously. For
example, a passenger of an airline is required to check in, get a
boarding pass and then go for the security check before boarding
the plane. All these activities are part of operations as well as
marketing. Over the years, some service organizations have
mechanized their service processes to reduce the element of human
judgement and error in the service delivery. For example, banks have
introduced ATMs, Online facilities etc to offer convenience to the
customers and also to reduce the human element in the service
delivery process.

CHECK YOUR PROGRESS
Q 7: “The production and delivery process in the
manufacturing sector is easier than in the
service sector” - Yes or NO
................................................................................................

1.3.7 Physical Evidence
Service customers experience a greater perceived risk as
they cannot rate a particular service until it is consumed. Therefore,
service providers should try to attach an element of tangibility to
their service offering. The physical evidence can be in any form. For
example, brochures or T.V. commercials showing the details of a
holiday destination, pleasant and courteous behaviour of the service
personnel in a bank, the location and ambience of a food outlet etc.

Service and Retail Marketing
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1.4
z

LET US SUM UP

The service marketing mix is a combination of the different elements
of services marketing that companies use to communicate their
organizational and brand message to customers.

z

The mix consists of the seven Ps i.e. Product, Pricing, Place,
Promotion, People, Process and Physical Evidence.

z

The service marketing mix, also known as the extended marketing
mix.

z

A product is anything that can be offered to the market to satisfy a
need or a want. Product may include physical goods, services,
experiences, events, persons, places, properties, organizations,
information and ideas.

z

Core level, Tangible level and Augmented level are the three levels of
developing the product element of marketing mix.

z

Quality of a service is directly associated with price.

z

Encouraging and promoting positive word-of-mouth publicity,
developing strong brands, offering a trial use of service for the
customers and finally by managing advertising and public relations
effectively to clearly communicate the message to the customers helps
in eliminating the element of perceived risks in services.

z

Inseparable nature of service makes its production and consumption
at the same place.

z

Most service providers treat people management as an important
aspect of their service delivery.

z

The production and delivery process in the manufacturing sector is
easier than in the service sector.

z

Service customers experience a greater perceived risk as they cannot
rate a particular service until it is consumed. Therefore, service
providers should try to attach an element of tangibility to their service
offering.

8
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1.5 FURTHER READING
1)

Christopher Lovelock and Jochen Wirtz (2017),Services MarketingPeople, Technology, Strategy , Pearson Education, 8th edition, New
Delhi

2)

Roland T. Rust, Anthony J. Zahorik and Timothy L. Keiningham (1997)
Service Marketing, Pearson Education

1.6

ANSWERS TO CHECK YOUR
PROGRESS

Ans to Q No 1: A product is anything that can be offered to the market to
satisfy a need or a want. Product may include physical goods, services,
experiences, events, persons, places, properties, organizations,
information and ideas
Ans to Q No 2: The levels in developing the product element of marketing
mix are : core level, tangible level and augmented level.
Ans to Q No 3: Yes
Ans to Q No 4: Consumers of services experience a high level of perceived
risk when compared to consumers of products because of intangible
nature of services.
Ans to Q No 5: Services produced and consumed at the same place
because of the intangible nature of services.
Ans to Q No 6: Service organizations perceive people as a means to gain
a competitive advantage in the industry.
Ans to Q No 7: Yes.

Service and Retail Marketing
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1.7 MODEL QUESTIONS

Q 1: Define Service Marketing Mix.
Q 2: Explain diagrammatically the elements of extended marketing mix.
Q 3: What are the three level of a service offer?
Q 4: Is is a better option to mechanize service processes to reduce the
element of human judgement? Discuss.
Q 5: Can physical evidence attach an element of tangiblety in service
offering? Explain with example.

10
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2.1

Learning Objective

2.2

Introduction

2.3

Dimensions of Service Quality

2.4

Measuring Service Quality

2.5

Managing Service Quality

2.6

Building customer relationship through retention strategies

2.7

Building customer relationship through segmentation strategies

2.8

Strategies for dealing with inseparability, inventory, inconsistency
and intangibility

2.9

Let us Sum Up

2.10

Further Reading

2.11

Answers to Check your progress

2.12

Model Questions

2.1

LEARNING OBJECTIVE
After going through this unit, you will be able to:

z define service quality
z learn about the dimensions of service quality
z know about measuring service quality
z know about managing service quality
z learn about the different levels of building customer relationship
through retention strategy

z explain how to build customer relationship through segmentation
strategy

z describe about the strategies for dealing with intangibility, inventory,
inconsistency and inseparability.

2.2

INTRODUCTION
This is the third unit of the course where we will discuss about service

quality. In manufacturing organizations, a defective product can be easily
Service and Retail Marketing
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recognized at any stage in the manufacturing process and prevented from
reaching the customer. In addition, the quality standards for a product remain
the same and do not vary from person to person or from time to time. So it
is comparatively easier to ensure quality in case of products. However, in
the case of a service organization, the quality of service depends on the
perspective of a person. What an employee believes as a quality service
may not be perceived as such by the customer. For example, when a
customer visits a bookstore, the employee there may give him a new arrival
on a topic that he thinks is of interest to the customer. However the customer
might prefer to take a trip of the store and see all the new titles by himself.
So, offering a high quality service is a challenging task for an service
organization.

2.3

DIMENSIONS OF SERVICE QUALITY
Leonard L. Berry and A. Parasuramanan, in their work, ‘Marketing

Services: Competing through Quality’ has identified five dimensions of
service quality, viz; tangibles, reliability, responsiveness, assurance and
empathy.
Tangibles: Service is intangible to customers. However, they assess
the service by the equipment used to provide the service, the premises
within which the service is offered and the employees who provide the
service. Therefore, the service providers need to ensure that they provide
the right ambience and infrastructure to the customers and that their smart
and pleasant employees offer high quality service. Managing tangibles like
these enables organizations to make a positive impression not only on the
existing customers but also on the prospective and first time customers.
Reliability: The service offered by an organization needs to meet
the expectations of the customers consistently. It is only then that a customer
considers the service reliable and the organization dependable. Services
should be tested for their consistency before they are launched. They should
be monitored closely after their launch and the management should take
immediate steps if an unexpected service failure is observed. In addition,
12
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the organization should provide suitable infrastructure for error-free services.
For example, there should be proper communication systems in place and
the employees should be trained in technical skills and service skills to provide
high quality service.
Responsiveness: Service personnel should be prompt in attending
the customers and serving their requirements. The customers should
perceive them to be enthusiastic and responsive while serving them. The
personnel should be especially attentive during problem situations where
the customer has some complaints with the service. Employees should be
empowered by the management to do all they can to help a customer in
trouble. Employees who work with commitment and customer orientation
should be rewarded to encourage similar behaviour from other employees.
Assurance: Service personnel should have a thorough knowledge
about the service they are providing to the customers. For example, a sales
executive selling mutual funds should have complete knowledge about the
expected returns and the tax related matters of the investment. He should
be able to provide timely and strong advice to his customers. His knowledge
and confidence should serve as an assurance to the customers that the
company’s service is dependable and trustworthy.
Empathy: The service personnel of the organization should be easily
accessible and open to communication. They should empathize the
customers who report problems and work quickly to solve them. For example,
when a customer calls up a bank complaining that he has a problem and
needs to get it resolved immediately, the bank executive should immediately
understand the problem and ensure the customer that the problem will be
solved at the earliest.
The following boxes summarieses the dimensions of service
quality—

Service and Retail Marketing
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RELIABILITY

RESPONSIVENESS

ASSURANCE

as

Keeping
customers
informed as to when

Employees who instil
confidence in customers.

Dependability in handling

services will be performed

Making customers fell safe

customers’ service problems

Prompt

in their transactions.

Performing service right the
first time

customers
Willingness

Providing services at the

customers

Employees who have the

promised time

Readiness to respond to

knowledge

Maintaining error-free records

customers’ requests

customer questions

Providing
promised

service

service
to

to
help

Employees
who
are
consistently courteous.

EMPATHY

TANGIBLES

Giving customers individual attention
Employees who deal with customers

Modern equipment
Visually appealing facilities

in a caring fashion

Employees who have a neat

Having the customer’s best interest

and

at heart.
Employees who understand the needs

appearance
Visually appealing materials

of their customers.

associated with the service.

2.4

to

answer

professional

MEASURING SERVICE QUALITY
The intangible and perishable nature of services makes it difficult for

organizations to measure their quality, identify the loopholes and take
necessary steps to improve the quality. Service organizations, therefore
are to evaluate certain components of a service to determine its quality.
According to Christian Gronroos, any service has two important componentsfunctional and technical.

z Functional: This component involves interaction between the customer
and the service personnel. For example, when a customer visits a hotel,
the warmth at the reception, the promptness in check-in and the
responsiveness of room service, all comprise the functional component of
service.

z Technical: This component refers to the output of the service operation.
For example, if a flight reaches its destination exactly on time, the airlines is
said to have delivered quality service with respect to the technical component.
14
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The technical component of service is easier to evaluate than the functional
component.

CHECK YOUR PROGRESS
Q 1: Service quality mostly depends upon the
....................................... of the customer.
Q 2: State the dimensions of service quality.
................................................................................................
................................................................................................
Q 3: Which two important components determine the quality of a
service?
................................................................................................

2.5

MANAGING SERVICE QUALITY
The service quality of a firm is tested at each service encounter.

Customers form service expectations from many sources, such as past
experiences, word of mouth and advertising. In general, customers compare
the perceived service with the expected service. If the perceived service
falls below the expected service, customers are disappointed. If perceived
service meets or exceeds their expectations, they are apt to use the provider
again. Successful companies add benefits to their offering that not only
satisfy customers but surprise and delight them. It is in this context that A.
Parasuraman, Valarie A. Zeithmaml and Leonard L. Berry had formulated a
service-quality model that highlights the main requirements for delivering
high service quality. The following model identifies five gaps that cause
unsuccessful delivery.

Fig 2.1: Service Quality Model Source:
Parasuraman, Zeithaml and Berry, “A Conceptual Model of ServiceQuality and
its implications for Future Research”, Journal of Marketing (1985).
GAP 1: The first gap in service quality occurs when management fails to
accurately identify customer expectations. It is referred to as the
knowledge gap. Specifically, it is the difference in customer
Service and Retail Marketing

15

Unit 2

Service Quality

expectations and management’s perception of customer
expectations. Hotel managers, for instance, must know and
understand what their guests expect from their stay, including all
tangibles (the room, amenities, lobby features) and intangible
components (availability of additional services, ease of check-in and
check-out procedures). For example, hotel managers may think that
their guests want a good room but the guests may be more
concerned with the room service. The size of the gap is dependent
on:

z

the extent of upward communication (from customers to top
management),

z

the number of layers of management,

z

the size of the organization,

z

and most importantly, the extent of marketing research to
identify customer expectations.

GAP 2: The second gap is referred to as the design gap. It is measured by
how well the service design specifications match up to
management’s perception of customer expectations. The extent of
this gap is dependent on management’s belief that service quality
is important and that it is possible, as well as the resources that are
available for the provision of the service. For example, a restaurant
manager may understand customer expectations for being served
within 20 minutes of ordering, but may not have the resources or
the appropriate number of staff to ensure that speed of service.
GAP 3: The third gap represents the variation in service design and service
delivery. Known as the performance gap, its extent is a function of
many variables involved in the provision of service. Since individuals
perform the service, the quality may be affected by such factors as
skill level, type of training received, degree of role congruity
(agreeability) or conflict, and job fit. Some service providers (i.e.
waiters, front-desk staff) do not have a high service inclination, despite
training. Service recovery efforts along with extent of responsibility
and empowerment also affect the size of this gap.
Service and Retail Marketing
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z

The process is further complicated by the customer’s
participation in the service encounter. A customer may make a
special request for a room type different from the one originally
reserved, or request a menu item after the initial order has
been completed, making it more difficult to perform the service
as intended.

GAP 4: The fourth gap is called the communications gap. It is the difference
between what is promised to customers, either explicitly or implicitly,
and what is being delivered. Hospitality companies use advertising,
personal selling, and sales promotion to inform, persuade, and
remind guests about its products and services. Showing beautifully
appointed hotel rooms, refreshing swimming pools and luxurious
lobby areas in an advertisement communicates to the target
customers. The extent of communications between the company
and the advertising agencies will affect the size of the gap. Overpromising is commonly responsible for the communication gap.
Each gap has a cumulative effect from the preceding gaps.
GAP 5: This is the total accumulation of variation in Gaps 1 through 4 and
represents the difference between expectations and perceived
service. This gap occurs when the consumer misperceives the
service quality. For example, the doctor may keep visiting the patient
to show care but the patient may interpret this as an indication that
something really is wrong.

2. 6 B U I L D I N G C U S T O M E R
R E L AT I O N S H I P THROUGH RETENTION STRATEGIES
A service organization attempts to retain customers by providing
quality service consistently, thereby winning over the customer. The following
figure highlights the different levels of customer retention strategies.

17
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z Integrated

z Discount coupons
z Gifts

Structural Bonds

systems

with

customers

z Making joint investment on

z Membership benefits

technology

z Sharing processes or equipment
Financial Bonds

Continuous Quality

Customization Bonds

Service to Customers

z Special attraction
z Informing customers

Social Bonds

z Personalizing service
z Offering a combination of

about new services

services

z Wishing customers on

customer

their anniversaries

that

suit

specific

needs.

1. Financial Bonds
Organizations employ various measures to attract and retain
customers. Some organizations attempt to retain customers by offering them
financial incentives. Customers attracted to these tend to continue the
relationship with the organization. For example, a housing development
finance company offers a new loan at low interest rates to its existing
customers, when compared with their new customers. A club offers life
time membership cards to its existing customers etc.
2. Social Bonds
For example, exclusive stores like Levi’s record customer comments.
When a customer asks for a product that is out of stock, the employees of
the showroom make a note of it, along with his contact number and inform
him when the product arrives at the store. When firms show such genuine
interest in customers, they build a social bond with them. Moreover, some
companies may note down the special dates like wedding anniversary or
birthdays of its customers and wish them on the day. It is also another
example of social bond. Maintaining social bonds not only enhances
customer retention but also helps companies to improve their performances.
Service and Retail Marketing
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3. Customization Bonds
Some organizations attempt to develop a special relationship with
customers by customizing their services to suit the specific needs and
preference of each customer. For example, Trivago offered personalized
services by choosing the right hotel for its customers at affordable rates.
Moreover, insurance companies offer personalized services by assisting
its customers choose the right option from various options available.
4. Structural Bonds
Structural bonds are formed with customers when organizations
offer value-added services which are not offered by competitors to them
and customers themselves cannot acquire the infrastructure needed to avail
such services. These services do not depend on the service personnel but
on technology. This indicates that the customers become dependent on the
organization’s structure rather than on its employees. The name ‘structural
bonds’ is derived from this nature of relationship. Once the structural bonds
are formed, the customer will not attempt to switch to a competitor even if it
lowers the price because it is not able to offer the kind of technical support
he requires and the benefits he derives from the service he has.

2.7 B U I L D I N G C U S TO M E R R E L AT I O N S H I P
THROUGH SEGMENTATION STRATEGIES
Customer relationship is the backbone of a service industry. As the
Indian market is now flooded with foreign players, it has become an imperative
for all to focus on the customer and build a long lasting relationship with
them. Segmentation provides a convenient way for the service providers to
build a strong relationship with their customers. For example, the airlines
provide different types of services to its passengers in the business and
economy class. Moreover, frequent fliers are offered discounted rates by
the airline so that they travel more. Also it is seen that a restaurant trying to
look different , e.g. Yo China! provides lucky coupons to its customers
wherein they assure them of some discounts and thereby build a two-way
relationship with them.
19
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CHECK YOUR PROGRESS
Q 4: GAP 1 of Service Quality mean
..................................................................
Q 5: Which GAP is also called the ‘communication
gap’?
................................................................................................
Q 6: What are the different levels of building customer relationship
through retention strategy?
................................................................................................

2.8 STRATEGIESFOR DEALING WITH INTANGIBILITY,
INVENTORY, INCONSISTENCY AND INSEPARABILITY
Unlike a product which is a physical entity and can be seen, heard,
touched, tested and tasted before it is purchased and consumed, a service
is not tangible unless it is consumed or experienced. The quality of a service
cannot be established as clearly as it could be done in the case of a product.
Different people have different expectations with regard to the same service.
Also since the quality of the service is not always strictly measurable owing
to the intangible nature of services, it is sometimes difficult for service
organizations to determine the quality markers and market their services
accordingly. Organizations should therefore advertise their tangible aspects
like ambience, location, interiors etc to give an idea to the probable customers
about their service offerings. Services cannot be inventoried or stored for
future consumption. Suppose a showroom recruited five additional sales
people during the festival season to serve customers efficiently. But for some
reason, customers do not turn up in large numbers as expected. The
showroom owner incurs loss by having excess service capacity. Service
organizations should, therefore, be extremely cautious in their demand and
supply plans. They need to consider all possible factors that affect the
demand for their service and strive to avoid excess or shortage capacity to
meet the demand. A service must be consumed by the customer as soon
as it is delivered by the employee. Thus, production and consumption occur
Service and Retail Marketing
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simultaneously in case of services. Since the delivery and consumption of
a service is inseparable, there has to be an interaction between the
customers and employees of the service organization. In case of a hotel,
the interaction between a server and a customer is essential for the former
to take the order for food and serve it to the customer. As customers tend to
equate the quality of service offered by the organization with their interaction
with the front-line employees, service organizations should therefore take
special care in training and motivating the employees. Front-line employees
should be trained to be professional in their approach, courteous in the way
they talk to customers and patient with dealing with queries. Unlike a machine
that can produce units identical in size, shape and quality, a human being
cannot work as uniformly and consistently throughout the day. Since a
service is offered by a human being, therefore there is a high probability that
the same level of service may not be delivered at all time. The service offered
by one employee may differ from the service offered by another employee.
Also, the quality of service offered at one branch of a service organization
may differ greatly from the service offered at another branch. Therefore,
service organizations should try to maintain consistency in the services
they offer by taking special care in recruitment, selection and training of
their employees. Moreover, some customers may want specific services
which may not be needed by the other customers. In such cases,
organizations can offer customized service to such customers.

2.9 LET US SUM UP
In this unit we have discussed the following:

z

Tangiblity, reliability, responsiveness, assurance and empathy are the
five dimensions of service quality

z

Functional and technical are two important components of measuring
service quality.

z

There are five gaps of service quality

z

Gap I or knowledge gap occurs when management fails to accurately
identify customer expectations.

21
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Gap 2 or design gap measures how well the service design
specifications match up to management’s perception of customer
expectations.

z

Gap 3 or performance gap represents the variation in service design
and service delivery.

z

Gap 4 or communication gap is the difference between what is
promised to customers, either explicitly or implicitly, and what is being
delivered.

z

Gap 5 is the total accumulation of variation in Gaps 1 through 4 and
represents the difference between expectations and perceived service.
This gap occurs when the consumer misperceives the service quality.

z

A service organization attempts to retain customers by providing quality
service consistently, thereby winning over the customer.

z

Segmentation provides a convenient way for the service providers to
build a strong relationship with their customers.

z

The quality of a service cannot be established as clearly as it could be
done in the case of a product.

z

Because services are intangible, therefore its quality cannot be
measured. The service providers must then advertise their tangible
aspect like ambience, location, interiors etc to give an idea to the
probable customers about their service offerings.

z

A service must be consumed by the customer as soon as it is delivered
by the employee. Thus production and consumption occur
simultaneously in case of services.

2.10 FURTHER READING
1)

Christopher Lovelock and Jochen Wirtz (2017),Services MarketingPeople, Technology, Strategy , Pearson Education, 8th edition, New
Delhi

2)

Roland T. Rust, Anthony J. Zahorik and Timothy L. Keiningham (1997)
Service Marketing, Pearson Education,
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2.11 ANSWERS TO CHECK YOUR
PROGRESS
Ans to Q No 1: Service quality mostly depends upon the ‘perspective’ of the
customer.
Ans to Q No 2: The dimensions of service quality are reliability,
responsiveness, assurance, empathy and tangibles.
Ans to Q No 3: Two important components determine the quality of a service
are functional and technical.
Ans to Q No 4: GAP 1 is the difference in customer expectations and
management’s perception of customer expectations. It is referred to
as the knowledge gap.
Ans to Q No 5: GAP 4 is called the communications gap
Ans to Q No 6: Structural Bonds, customization bonds, financial bonds
and social bonds.

2.12 MODEL QUESTIONS

Q 1: Define service quality.
Q 2: Write notes on:
(i) Empathy (ii) Assurance (iii) Structural Bonds.
Q 3: Discuss the Gap model of Service Quality (SERVQUAL).
Q 4: Discuss the different levels of customer retention strategy.
Q 5: How can segmentation strategy help in building effective customer
relationship in services?
Q 6: What strategies a service company generally adopts to deal with
intangibility, inventory, inconsistency and inseparability?
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Unit 3 : SERVICE MARKETING TRIANGLE
STRUCTURE
3.1

Learning Objectives

3.2

Introduction

3.3

Externalmarketing,InternalmarketingandInteractivemarketing.

3.4

Relationship Marketing
3.4.1

A brief introduction

3.4.2

Benefits of Relationship Marketing

3.5

New Service Development Process

3.6

Developing the service blueprint

3.7

Service innovation

3.8

Quality function deployment

3.9

Let us Sum Up

3.10

Further Reading

3.11

Answers to check your progress

3.12

Model Questions

3.1

LEARNING OBJECTIVE
After going through this unit, you will be able to:

z define External marketing, Internal marketing and Interactive
marketing.

z explain the Relationship Marketing
z explain New Service Development Process
z know about the development of service blueprint
z describe Service innovation
z learn about Quality function deployment.

3.2

INTRODUCTION
In the earlier unit, we have discussed about service quality. In this

unit we will be discussing on service marketing triangle. The Service
Marketing Triangle, as the term implies comprises the three corners of a
service organization viz; the company on the top most corner along with
customers and its front-line employees on either of the two corners. The
Service and Retail Marketing
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company interacts with its front-line employees in order to make them aware
about the strategies and policies that it has taken up in order to generate
business. Moreover, the company highlights about the product features to
its employees and provides them sufficient trainings for self development.
The company also interacts with its customers directly by making them
aware about its various products/services available and the features and
benefits associated with it. The company understands the needs of the
customers and try to highlight those needs in its products or services. The
front-line employees interact with the customers directly and try to provide
those service products according to the need of the customers.

3.3

EXTERNAL MARKETING, INTERNAL
MARKETING AND INTERACTIVE MARKETING.
COMPANY

INTERNAL

EXTERNAL

MARKETING

MARKETING

FRONT-LINE

CUSTOMERS

EMPLOYEES
INTERACTIVE MARKETING
Fig. 4.1 : Service Marketing Triangle
The services marketing triangle consists of the three components
of service delivery process namely, the company, the front-line employees
and the customers. In service industry, the customers become a part of the
service delivery process due to the inseparability characteristic of services.
Both production and consumption of the services takes place simultaneously.
As shown in the above figure, the company, front-line employees and the
customers make up the three corners of the triangle. Let us discuss them
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in detail.
External marketing: The interaction that takes place between the
company and its customers constitute external marketing through which
the company promises to deliver quality service to its customers. The
company communicates information about its products and services to the
external customers by means of marketing the communication mix
comprising advertisement, sales promotion, personal selling, direct
marketing and public relations.
Internal marketing: The interactions between the company and
front-line employees constitute the internal marketing, by means of which
the company enables its employees to deliver quality service to customers.
Internal marketing is the process of communicating information about the
company’s products or services to employees of the organization. Any service
organization, in order to achieve its marketing objectives, has to first
communicate with its internal staff and convince them of the quality of its
service. The internal marketing process makes use of tools such as
newsletters, video shows, presentations etc. to communicate information
about the company’s services to its employees. In internal marketing, the
company has to market its services to its own employees.
Interactive marketing: The third type of interaction and the most
important one that eventually determines customer retention by service firms
is interactive marketing that takes place between the front-line employees
and the customers. Interactive marketing refers to mutual exchanges that
take place between front-line employees and customers before, after and
at the point of sale. The exchanges can take the form of information about
the product or service or may even be a physical or monetary exchange.
Interactive marketing elicits responses from customers which helps the
company improve the value it delivers to the customer in the form of a product
or service.

3.4

RELATIONSHIP MARKETING
3.4.1 A brief introduction
During the 1990s, relationship marketing became a topic of
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discussion in the academic as well as in the corporate world.
Traditionally, organizations had laid emphasis on the marketing
activities that aimed at attracting new customers. However, with it
being proved that attracting new customers is costly for many
organizations as compared to retaining existing customers, the focus
shifted. Relationship marketing thus advocates the retention of the
existing customers. According to Pareto’s law, 20% of the customers
generate 80% of the revenues of an organization. If an organisation
applied relationship marketing to these 20% customers, it could
prevent them from switching over to competitors and could thus
maintain its profitability. Relationship marketing involves interacting
with customers, collecting information from them, compiling it to
form a meaningful customer database and leveraging on it to offer
personalized services to them.

Definition
According to Berry and Parasuraman, “Relationship
marketing is attracting, maintaining and in multi-service
organizations, enhancing customer relationships”.

3.4.2 Benefits of Relationship Marketing
Relationship marketing offers significant long term benefits
to both customers and organizations. Let us discuss some of there
benefits as under:
1. Benefits for the firm
If a firm maintains good relationship with its customers, the
customers will continue to avail its services without being distracted
by competitors. It has been observed that people tend to increase
the amount of money they spend on services with each visit they
make to a service provider. So, the organization will benefit from
increased revenues from its existing customers. Organizations can
also cut down costs involved in attracting new customers. To attract
27
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new customers, they have to spend heavily on advertisements,
promotional campaigns and discount offers. But they can derive
more benefits merely by maintaining a good relationship with the
existing customers. The existing customers will become repeat
customers and even provide free word-of-mouth publicity, which will
bring more customers with additional revenues. The word-of-mouth
publicity by the existing customers to bring in more new customers
minimizes the pressure on the employees of the organizations to
attract new customers. In case of new customers, the service
provider has to take some time to understand them and to get to
know their tastes and preferences. The new customer, however, is
a bit hesitant about depending on a new service provider for all his
requirements and takes time to assess the quality of the service
offered. Moreover, new customers have some doubts about the
terms and conditions of the services. So there is a significant time
gap before the service provider and a new customer beginning to
trust each other and enter into a relationship.
2. Benefits to customers
By maintaining a consistent relationship with a service
organisation and opting for its services repeatedly, the customer
can save on time as well as the effort required to choose a new
service provider and then test its service capabilities. Moreover, as
the service provider already knows the customer requirements, the
latter enjoys highly personalized services and sometimes even
special services. For example, a beautician may allow her regular
customer walk into her room to consult her without making her wait
at the reception for long.

CHECK YOUR PROGRESS
Q 1: State the three components of service
delivery process.
................................................................................................
Service and Retail Marketing
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Q 2: The interaction between the company and its customers is called
................................................................................................
Q 3: The interaction between the company and front-line employees is
called
................................................................................................
Q 4. The interaction between front-line employees and customers is
called
................................................................................................
Q 5. Define Relationship Marketing
................................................................................................

3.5

NEW SERVICE DEVELOPMENT PROCESS
The new service development process involves recognizing chances

and opportunities in a fast changing technological environment. Most of these
decisions are taken while planning the service process, which is in turn
determined by the type of service offered and customer requirements. The
following should be taken into consideration by a service provider to
successfully develop a new service:
Generation of Ideas

Screening

Testing the concept

Business analysis and design of services

Test Marketing

Infrastructure Development

Service Launch
Fig 4.1: New Service Development Process
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Generation of ideas: Ideas to design and develop new service may
be generated within the organization i.e. their employees, so that they
can come up with ideas for new service development or rather any
improvement in current service offering or can be gathered from
external sources like customers feedback.

ii)

Screening: This stage involves screening the ideas generated in the
earlier stage. At this stage, an idea can either be dropped entirely or
be stored in the database for future reference. While analyzing any
idea, the organization needs to check the compatibility of the new idea
with the existing service offerings and the organization’s resources.

iii)

Testing the concept: An idea that has been approved by the
management may or may not be liked by the customers. Therefore,
the idea or the concept should be tested to know the reactions of the
target customers who would finally use the service. Often, companies
adopt marketing research techniques and conduct surveys to know
the opinion of the target customers about the new service. It is very
important for the service providers to directly interact with the
customers and analyze their responses.

iv)

Business analysis and Design of service: This stage further
analyzes the idea that has been selected in the earlier stage and
designs all the 7Ps of extended marketing mix. Business analysis
involves defining the target market, its size, its structure and the existing
customer trends. Present and future demand forecast can prove to
be extremely useful in helping the organization decide whether to
launch the new service. At this stage, an organization also designs
the service process through service blueprinting. Business analysis
and design of the service take place simultaneously as the outcome
of business analysis determines the design of the service.
Simultaneously, as and when a new service takes shape, its business
has to be analysed. Therefore, decisions relating to both are dependent
on each other.

v)

Test Marketing: Test marketing of the services should be done before
launching them in the market. Organizations can select specific areas
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where they allow consumers to use their services and provide
constructive feedback. Test marketers help an organization perform
to pre-launch modifications to the service to rectify any lapses in the
marketing mix and thus to avoid any problems later on after the service
is launched in the market.
vi)

Infrastructure Development: The infrastructure required to develop
the service is developed in the penultimate stage when the company
prepares the launch of the service. This may include many activities
like hiring and training personnel, selecting the channels, developing
promotional policies, pricing policies and designing the packaging of
the new service.

vii) Service launch: The last stage in the new service development
process is the actual launch of the service in the market. The life cycle
of the service begins here and it is important to regularly supervise the
operations to maximize revenues. At this stage, the new service gets
revenues to cover the costs involved in designing and launching it.

3.6

DEVLOPING THE SERVICE BLUEPRINT
A service blueprint depicts the entire service process on a map and

shows the various stages of customer interaction with the service provider,
provides minute details of the service delivery processes, the tangible
evidence of the service and the people involved in carrying it out. Blueprinting
helps in breaking up the service delivery process into a series of logical
steps. Blueprinting can be used either in designing or redesigning service
products.
Developing a service blueprint is not an easy task and needs utmost
attention. As the blueprint helps in analyzing the service process, in identifying
areas of improvement and improving the service delivery, it has to be
developed taking into consideration all the minute details and implicit
conditions. The steps involved in developing a service blueprint are as under:
a)

Identifying processes: This step involves identifying the various
processes involved in producing an delivering a service. Identifying
and analyzing minute details helps in gaining all the knowledge of all
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components needed, which in turn helps to analyze the process in
case of any deviations, and to control and improve the process. For
example, if an error has been noticed in the software application that a
consultant has to deliver to the client, the consultant can trace the
problem to its source easily and fix it immediately if he has a service
blueprint.
b)

Identification of the customer segment: Identifying the various
customer segments helps in recognizing the needs of each segment.
Therefore, it will be possible to draw up a blueprint according to the
needs of these segments. For example, a retired person visiting a
bank will have needs different from those of employed customers.
The bank can identify these needs and can redesign its service process
to improve it.

c)

Mapping the customer’s view: The activities performed by a service
customer in selecting, purchasing, consuming and evaluating the
service should be identified and included in the blueprint. By doing so,
a service provider will be able to understand which activities add value
to the customer and then he can concentrate on improving those
activities to enhance customer satisfaction.

d)

Mapping the onstage and backstage employee action: The line of
visibility and the line of interaction in a blueprint will help a service
provider define the roles of onstage and backstage employees. Mapping
onstage and backstage employees’ actions will help the service
provider to identify the processes to be performed by the onstage and
backstage employees and the coordination required between them to
improve the service.

e)

Identification of support activities: The line of internal interaction
determines the role of support activities in delivering the service. This
eventually determines how the support activities have an effect on the
customers. Therefore, it is very important to identify the role of support
activities. For example, the role of an interior decorator who replaces
the flowers in vases every alternate day in a hotel is also important in
delivering quality service.
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f)

Adding physical evidence wherever possible in the service
process: This helps in identifying what a customer considers as
physical evidence at each step of the process. For example, a doctor
might not realize that the patients visiting a clinic consider a well lit
name board with the doctor’s name and qualifications as physical
evidence. Once the doctor gets to know this by using the service
blueprint, he can arrange for such a board and attract more patients.

3.7

SERVICE INNOVATION
The concept of service Innovation was first discussed by Miles (1993)

and has been developed in the past two decades. A comprehensive definition
of service innovation was proposed by Van Ark et al. (2003). “A new or
considerably changed service concept, client interaction channel, service
delivery system or technological concept that individually, but most likely in
combination, leads to one or more (re)new(ed) service functions that are
new to the firm and do change the service/good offered on the market and
do require structurally new technological, human or organizational capabilities
of the service organization.” This definition covers the notions of technological
and non-technological innovation. Non-technological innovations in services
mainly arise from investment in intangible inputs.
In practice, the majority of service innovations will almost certainly
involve various combinations of these four dimensions. For instance:
i)

A new IT system (technology dimension) may be used to enable
customer self-service (interface dimension) as in the case of a bank
contacting its customers.

ii)

The ability to track one’s order or the location of an item that one has
posted or is expecting to receive. Example, tracking the consignments
of Speed Posts.

iii)

Services may be delivered electronically, as in the case of much online
banking and cash withdrawals from ATMs.

iv)

A new service allowing a client to examine various options and calculate
what they would be paying with different types of accounts.
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A new service will often require a new service delivery system, and
changes at the client interface.
However, a number of more general tendencies in the innovation

process in services have been noted. These include:
1.

The industrialization of services, involving efforts to standardize
services, to yield service products of predictable characteristics and
quality, with economies of scale and improved delivery times. This
typically involves the introduction of high levels of division of labour,
with the use of pre-packaged and automated elements (such as preprepared meals, word processed templates for form letters, and the
like). Standardization of the service products has become a
competitive strategy for many firms.

2.

Organizational innovation. Survey data suggest that services place
particular emphasis on organizational change. Many important
innovations in services involve combinations of specific new
technologies together with organization change. The role of
organizational innovations in services is very apparent – developments
such as supermarkets and other self-service facilities are extremely
significant in the development of modern service industries. Such
organizational innovations will often have a technological dimension,
whether this is very basic (e.g. shopping trolleys), or relatively hightech (EPOS – electronic point of sale – equipment or ATMs linked into
networks).

3.

An important trajectory of organizational change has been towards
self-servicing, without necessarily following this development all the
way toward the vision of the client sitting at home interacting with the
service provider via a remote terminal. Instead, reorganization of the
facilities of the service provider permits customer self-service in the
service establishment, saving on labor costs and often increasing user
satisfaction as it is possible to make decisions anonymously and at
one’s own pace.

4.

Beyond self-servicing, the involvement of clients as co-producers is
particularly important for knowledge-intensive business services, with
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the emphasis being laid upon clients’ role in advancing the expertise
of service suppliers, and identifying new avenues for its application.
Web2.0 has brought “user innovation” to the fore in electronic services.

3.8

QUALITY FUNCTION DEPLOYMENT
Quality Function Deployment (QFD) is a structured approach to

defining customer needs or requirements and translating them into specific
plans to produce products to meet those needs. The “voice of the customer”
is the term to describe these stated and unstated customer needs or
requirements. It was developed in Japan beginning in 1966 to help transform
the voice of the customer (VOC) into engineering characteristics for a
product. The QFD method identifies and classifies customer desires,
identifies the importance of those desires, identifies engineering
characteristics which may be relevant to those desires, correlates the two,
allows for verification of those correlations, and then assigns objectives
and priorities for the system requirements. QFD is applied in a wide variety
of services, consumer products, and military needs.

CHECK YOUR PROGRESS
Q 6: Define ‘New service development process’
..................................................................
................................................................................................
Q 7: What is a ‘Service Blueprint’?
................................................................................................
................................................................................................
Q 8: Give one example of service innovation.
................................................................................................
Q 9. Define ‘Voice of Customer’.
................................................................................................
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3.9 LET US SUM UP
In this unit, we have discussed the following –

z

Service Marketing Triangle comprises External Marketing, Internal
Marketing and Interactive Marketing

z

The interaction between the company and its front-line employees is
called Internal Marketing.

z

The interaction between the company and its customers is called
External Marketing

z

The interaction between the front-line employees and the customers
is called Interactive Marketing

z

Relationship marketing is attracting, maintaining and in multi-service
organizations, enhancing customer relationships.

z

Relationship marketing is beneficial to both the firm and the customers.

z

Generation of ideas, screening, test marketing, business analysis and
design of the services, infrastructure development and service launch
are the steps of a new service development process.

z

Service blueprint depicts the entire service process on a map and
shows the various stages of customer interaction with the service
provider, provides minute details of the service delivery processes,
the tangible evidence of the service and the people involved in carrying
it out.

z

Service innovation is a new or considerably changed service concept.
The self service passbook update machine of SBI, self tracking of the
consignments sent by speed or registered posts, cash deposit
machines etc are examples of service innovations that have benefit
the customers immensely.

z

Quality Function Deployment (QFD) is a structured approach to
defining customer needs or requirements and translating them into
specific plans to produce products to meet those needs.

z

The “voice of the customer” is the term to describe these stated and
unstated customer needs or requirements.
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3.11

ANSWERS

TO

CHECK

YOURPROGRESS
Ans to Q No 1: The three components of service delivery process are the
company, the front-line employees and the customers.
Ans to Q No 2: The interaction between the company and its customers is
called External Marketing.
Ans to Q No 3: The interaction between the company and front-line
employees is called Internal Marketing
Ans to Q No 4: The interaction between front-line employees and customers
is called Interactive Marketing
Ans to Q No 5: Relationship marketing is attracting, maintaining, and in
multi-service organizations, enhancing customer relationships.
Ans to Q No 6: The new service development process involves recognizing
chances and opportunities in a fast changing technological
environment.
Ans to Q No 7: A service blueprint depicts the entire service process on a
map and shows the various stages of customer interaction with the
service provider, provides minute details of the service delivery
processes, the tangible evidence of the service and the people involved
in carrying it out.
Ans to Q No 8: The ability to track one’s order or the location of an item that
one has posted or is expecting to receive. Example, tracking the
consignments of Speed Posts.
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Ans to Q No 9: The “voice of the customer” is the term to describe these
stated and unstated customer needs or requirements. It was developed
in Japan beginning in 1966 to help transform the voice of the customer
(VOC) into engineering characteristics for a product.

3.12 MODEL QUESTIONS

Q 1: Define Service Market Triangle.
Q 2: Explain with illustration the three corners of a service marketing triangle.
Q 3: Discuss the steps of a new service development process.
Q 4: Why is Service Blueprint an important aspect of services?
Q 5: Explain the steps involved in developing a service blueprint.
Q 6: State a few examples of service innovation.
Q 7: Why is the voice of customer an important element of Quality Function
Deployment?

*** ***** ***
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