Chapter 15 – Designing and Managing Services


Products can be classified as goods and services.  Goods and services tend to be compared on four major factors:

· Intangibility

· Inseparability

· Variability

· Perishability

There are some major differences between goods and services.  In assessing the broad differences between goods and services marketers view the following:

· Nature of the Product:

1. Goods are tangible things

2. Services are intangible and represent an effort.

· Customer Involvement in Production:
1. Goods can be produced and stored

2. Services are time bound, experiential with lasting consequences

· Quality Control Problems:
1. Goods are produces before they are consumer and quality can be checked

2. Services produced as they are being consumed -- in real-time.

3. Service personnel and customer interact in the product therefore quality is difficult to control.  Training is therefore essential.

· Inventory Issues:
1. Goods, because they are tangible, can be produced, moved and stored until needed.

2. Services produced in real-time.  Because they are intangible, they cannot be moved or stored.  Service personnel may be hard to keep… therefore, marketer must set-up facilities and hold labor in readiness to create service (just like in a production facility).  This produces waste if there is no demand for the service.  To overcome this firms use cross training so that personnel can do something else if demand is low.  For example, at a grocery, the person stocking the shelves may able be able to work at the checkout register.

· Distribution Channels:
1. Goods distributed through identified channels determined by the market coverage the marketer desires.  Hence in distributing goods, marketers often make use of middlemen.

2. Service firms tend to depend on electronic rather than physical distribution channels.

3. Service firms also combine service factory and point of consumption into one to manage customer and personnel contact.  Hence there is little on no use of intermediaries (middlemen) in service industries.  The major task is managing customers’ consumption behavior.

While services can compete with goods (dry cleaning competes with the sale of washing machines, concerts with the sale of CD’s), different management skills needed to market services.  For example, in marketing a good the consumer never sees the production process while in marketing a service the consumer is an important part of the production and consumption process.

Services tend to be (a) more intangible than tangible – consumed not possessed, (b) simultaneously produced and consumed, (c) be less standardized and uniform than goods.

Since personnel is key in marketing services, the marketer must go a good job of marketing to the internal customers (the employees).  The quality of the service is inseparable from the quality of the service provider.  Performance shapes the service and becomes part of the service.  Because production and consumption tends to be simultaneous, there is much room for customization.

Goods are easier to evaluate than services.  Because consumers cannot assess the quality of an intangible, they look at and for tangible cues.  Therefore, in producing services, pay attention to those aspects of the service that are tangible (equipment and surroundings for example).  Marketers can manage the tangibles to convey quality signals.  View such things as physical environment, appearance of service providers, pricing, and goods that go with the services.  This tends to make the service tangible and helps the customers perceived judgement of the service.

Since services cannot be inventories, marketers must synchronize supply and demand.  This can be done by reshaping supply (e.g. use part-time employees, cross train employees, have employees on call) or reshaping demand (e.g. use of differential pricing, pricing incentives).

