FIFTH EDITION

SERVICESMARKETING

People, Technology, Strategy

Christopher Lovelock
YaleUniversity

Jochen Wirtz
National University of Sngapore

PEARSON
Hall

Pearson Education International




PART ONE

Contents

Preface Xxi
About the Authors  xvii

UNDERSTANDING SERVICE PRODUCTS, CONSUMERS,
AND MARKETS 1

CHAPTER 1 Introduction to Services Marketing 3
Services Dominate the Modern Economy 4
Services Pose Distinctive Marketing Challenges 8
Important Differences Exist anong Services 13
Marketing Must Be Integrated with Other Functions 20

Service Success Requires a Focus on Both Customers and
Competitive Markets 24

Concluson 26

CHAPTER 2 Consumer Behavior in Service Encounters
Customers Interact with Service Operations 30
The Purchase Process for Services Involves Multiple Steps 35
Customers Have Needs and Expectations 37
Customers May Find It Difficult to Evaluate Services 41
A Searvice BusinessIsa System 46
Concluson 53

CHAPTER 3 Positioning Services in Competitive Markets

Focus Underlies the Search for Competitive Advantage 58

Market Segmentation Forms the Basis for Focused Strategies 59

Positioning Distinguishes a Brand from Its Competitors 63
Conduct Internal, Market, and Competitor Analyses 67
Use Positioning Maps to Plot Competitive Strategy 69
Competitive Positioning Can Be Changed 74

Conclusion 76

Readings

29

57

Stephen J. Grove and Raymond P. Fisk, "Service Theater: An Analytical

Framework for Services Marketing” 78

Roger Brown, "How We Built a Strong Company in aWesk Industry"



Vi Contents

PART TWO  KEY ELEMENTS OF SERVICES MARKETING 93

CHAPTER 4 Cregting the Service Product 95
Planning and Creating Services 96
Identifying and Classfying Supplementary Services 102
Planning and Branding Service Products 112
New Service Development 115
Concluson 122

CHAPTER 5 Designing the Communications Mix for Services 124
Communication Plays aKey Rolein Marketing 125
Communicating Services Presents Both Challenges and Opportunities 126
St Clear Objectives for Marketing Communications 133
The Marketing Communications Mix 135
Branding of Services 143
Marketing Communications and the Internet 145
Conclusion 148

CHAPTER 6 Pricing and Revenue M anagement 151
Effective Pricing Is Central to Financial Success 151
Objectives and Foundations for Setting Prices 152
Cost-Based Pricing 153
Vaue-Based Pricing 157
Competition-Based Pricing 163
Revenue Management 164
Ethical Concerns and Perceived Fairness of Pricing Policies 167
Putting Service Pricing into Practice 173
Concluson 178

CHAPTER 7 Didributing Services 181
Distribution in a Services Context 181
The Type of Contact: Options for Service Delivery 183
Decisions about Place and Time 186
Service Delivery in Cyberspace 190
The Role of Intermediaries 193
Internationally Distributed Services 196
Concluson 204

Readings
Leonard L. Berry, "Cultivating Service Brand Equity” 207

Sheryl E. Kimes and Richard B. Chase, "The Strategic Levers of Yield
Management” 217



Contents Vii

PART THREE MANAGING THE SERVICE DELIVERY PROCESS 229

CHAPTER 8 Designing and Managing Service Processes 231

Blueprinting Services to Create Vaued Experiences and
Productive Operations 231

Service Process Redesign 241

The Customer as Coproducer 243

The Problem of Customer Misbehavior 251
Concluson 256

CHAPTER 9 Balancing Demand and Capacity 259
Fluctuations in Demand Threaten Service Productivity 259
Many Service Organizations Are Capacity-Constrained 261
Patterns and Determinants of Demand 264
Demand Levels Can Be Managed 266
Inventory Demand through Waiting Lines and Reservations 271
Minimizing Perceptions of Waiting Time 276
Creating an Effective Reservations System 278
Conclusion 282

CHAPTER 10 Planning the Service Environment 285
The Purpose of Service Environments 285
Consumer Responses to Service Environments 283
Dimensions of the Service Environment 292
Putting It All Together 300
Concluson 304

CHAPTER 11 Managing People for Service Advantage 309
Service Staff Are Crucidly Important 309
Frontline Work Is Difficult and Stressful 311
Cycdles of Failure, Mediacrity, and Success 314
Human Resources Management: How to Get It Right 319
Service Leadership and Culture 332
Conclusion 336

Readings

Stephan H. Haeckel, Lewis P. Carbone, and Leonard L. Berry, "How to Lead
the Customer Experience” 341

Tony Simons, "The High Cost of Lost Trust" 343

PART FOUR IMPLEMENTING SERVICES MARKETING 349

CHAPTER 12 Managing Relationships and Building Loyaty 351
The Search for Customer Loyaty 352
Understanding the Customer/Firm Relationship 356



viil Contents

Targeting the Right Customers 359

Andyzing and Managing the Customer Base 364
Building Customer Loydty 367

Customer Relationship Management Sysems 376
Conclusion 378

CHAPTER 13 Customer Feedback and Service Recovery 381
Customer Complaining Behavior 381
" Customer Responses to Effective Service Recovery 385
Principles of Effective Service Recovery Systems 386
Service Guarantees 390
Discouraging Abuse and Opportunistic Behavior 395
Learning from Customer Feedback 396
Conclusion 401

CHAPTER 14 Improving Service Quality and Productivity 405
Integrating Service Quality and Productivity Strategies 406
What Is Service Quality? 407

The Gap Model: A Conceptua Tool to Identify and Correct Service
Quality Problems 411

Measuring and Improving Service Quality 413
Defining and Measuring Productivity 422
Improving Service Productivity 424
Conclusion 430
Appendix: Systematic Approaches to Productivity, Quality Improvement, and
Process Standardization 431
CHAPTER 15 Organizing for Service Leadership 437
The Search for Synergy in Service Management 438
Creating a Leading Service Organization 446
In Search of Leadership 453
Conclusion 459

Readings

Roland T. Rust, Katherine N. Lemon, and Vaarie A. Zeithaml, "Where Should
the Next Marketing Dollar Go?" 462

Diane Brady, "Why Service Stinks' 466

Marc J. Epstein and Robert A. Westbrook, "Linking Actions to Profitsin
Strategic Decison Making" 474

CASES

1 Sullivan Ford Auto World 486
2 Four Customersin Search of Solutions 491



© o N o 0o~ W

10
11
12
13
l4a
14b
14c
15

Credits

Contents ix

Commerce Bank 492

Giordano: International Expansion 505

Aussie Pooch Mobile 520

Visting Nurse Associations of America 533

Accra Beach Hotel: Block Booking of Capacity during a Peak Period 546
Coyote Laoco: Evaluating Opportunities for Revenue Management 552
MentonBank 563

Vick's Pizza Corporation 572

Hilton HHonors Worldwide: Loydty Wars 575

Massachusetts Audubon Society 588

The Accellion Service Guarantee 604

Innovation at Progressive (A): Pay-As-You-Go Insurance 607
Innovation at Progressive (B): Homeowners Insurance 620

Innovation at Progressive (C): Auto Repair 625

TLContact.com 627

641

Name Index 643
Subject Index 648



