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15.0 OBJECTIVES 

After studying this unit, you should be able to: 

0 define services and distinguish them from products 

0 identify the challenges in marketing of services 

@ explain the importance of international trade in services 

@ enumerate the service sectors with potential for international marketing 

@ describe the basic approaches to international marketing of services 

@ interpret and draw the implication of General Agreements on Trade in Services 
(GATS) 

0 assess the benefits and challenges in marketing of specific services internationally. 

15.1 INTRODUCTION 

We have already discussed the theory and practice of international marketing with 
practical illustrations. Since most illustrations were related to products, it should not be 
assumed that international marketing is relevant and applicable in the case of products 
only. International marketing equally relevant to services. In fact, international trade in 
services have grown much faster than that in products. World exports in services have 
increased from $364.5 billion to $1350 billion during 1980-1999. At present, services 
account for over 20% of world exports, and this share is projected to cross 50% in the 

coming decades. In fact, one of the indicators of development of a country is the 
increasing share of services in the economic activity of a country. This is borne out by 
the fact that in all developed countries, the share of services in GDP and foreign trade is 
quite significant. Though the share of India in world exports of service is slightly more 
than one per cent only, her competitive advantage has been established in several sectors. 
India is the world's most popular sourcing country for software professionals. Indian 
accountants and healthcare professionals (doctors and nurses) have already established 
their credibility in many overseas countries. Many overseas countries are regularly 
sending their youngsters for studies and training in Indian universities and institutions. 
IGNOU is offering its academic programmes in several countries. These are some 
examples of the international marketing of Indian services. In view of the increasing 
importance of services in internatiollal business, a special focus on services is required. 
This unit provides a general background about services by discussing the meaning of 
services, how services differ from products, and the specific challenges associated with 
marketing of services. In the second stage, it focuses on various aspects relating to 
'international marketing of services such as importance of international trade in services, 
the type of services that offer export potential, various approaches to services trade 
barriers to marketing of services, implications of GATS and assessment of opportunities 
for India in this growing sector. 
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15.2 SERVICES - MEANING AND MARKETING 
CHALLENGES 

Before we discuss various aspects of interl~ational marketing of services, it is better to 
understand certain basic aspects of services at the outset. Let us first understand the 
meaning of services, how they are different from products and the special challenges 
being faced in marketing of services. 

15.2.1 What are Services ? 

It is generally thought that marketing is related to products only. This perception is not 
peculiar to India or developing world only. In fact, till recently services never found a 
place in multilateral discussions in GAlT or data and information relating to services 
were never included in either international or national publication. It should be 
remembered that marketing concepts and techniques are equally applicable to services 
with relevant adaptations in certain decision areas. Services are those separately 
identifiable, essentially intangible activities which provide want satisfaction, and which 
are not necessarily tied to the sale of a product or another service. For example, courts 
offer a service. So are hospitals, banks, insurance companies, transport 
firms, fire departments, These are not products in the normal 
sense and yet it is very important for each of these institutions to have an appropriate 
image. The police are often criticised; the fire departments generally praised; the post 
office criticised for delays; the hospitals perhaps criticised for negligence and exorbitant 
rates; 2nd so on. Therefore, it is obvious that maintaining a certain quality of a service 
is important for building up its image. Apart from government or public sector 
undertakings and other institutions listed above, there are 'non-pmfit' organisations such 
as museums and charities. Although they are not in the business of making profits, they 
also have to provide the best form of service for their popularity. The business and 
commercial sectors which include airlines, banks, hotels and insurance companies and the 
professionals such as chartered accountants, management consulting firms, medical 
practitioners, etc., need to market their offers. 

To put it.in simple terms, a product is an object, a device, a tangible thing; and a 
service is a deed, a performance, an effort. This captures the essence of the,difference 
between products and services. Services are a series of deeds, prbcesses and 
performances; hence tend to be more intangible, personalised, and custom-made than 
products. The services offered by SBI, LIC, IGNOU and MTNL are not tangible things 
that can be touched, seen and felt, but rather are intangible deeds and performances. 
Similarly, the core offerings of hospitals, hotels, and utilities comprise primarily deeds 
and actions performed for customers. 
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Services are produced not only by service businesses such as those listed above, but are 
also integral to the offerings of many goods. For example, car manufacturers offer 
warranties and servicing contracts, and industrial equipment producers ofl'er maintenance 
services. White goods manufacturers provide after-sales services. Even producers of items 
such as medicines and food items offer services to the consumers in the forms of 
educating them through pamphlets as Lo how to use and maintain the item. These are 
examples of deeds, processes and performances associated with product offerings. 

Compatible with broad definitioos given above, services may include all ecotlomic 
activities whose output is not a physical product, is generally consumed at the time it is 
produced, and provides added value in forms (such as convenience, amusement, 
timeliness, comfort or health) that are essentially intangible concerns of its first purchaser. 
This definition has been used also to delineate the service sector of the economy. 

Details of industries classified within the service sector (as presented by Valarie Zeithaml 
and Mary Jo Jitner, Services Marketing, McGraw Hill), is discussed below for 
understanding of the broad spectrum of' the services sector: 

Iz.a~tsportatio~i nlld public utilities 

a Transportation (Railroad transportation, Local and inter-urban passenger transit, 
Trucking and warehousing, Water transportation, Air transportation, Pipelines except 
natural gas, and other Transportation services) 

e Communication (Telephone and telegraph, Radio and television broadcasting) 

e Electric, gas and sanitary services 

Wholesale trade 

Retail trade 

Finance ins~iwnce, and real estate 

@ Banking 

Credit agencies other than bnnks 

e Security and commodity brokers, and services 

@ Real estate 

Holding and other investment 

Other Services 

@ Hotels and other -lodging places 

Personal services 

O Business services 

@ Auto repair, services and garages 

O Miscellaneous repair services 

e Motion pictures 

+ Amusement and recreation services 

IGalth services 

@ i t  gal services 

,Education services 

@ Social services and membership organisations 

b Miscellaneous professional services 

e Private household services 

Federal gMernment 

Civilian 

e Military 

Government enterprises 

State and local government 

@ Education 

@ Other services 

Though the above is not a very exhaustive listing, this should give a clear idea as to how 
services encompass a wide range of activities. 

15.2.2 Services Differentiated from Products 

Based on the above discussion, we can identify four basic characteristics of services, that 
differentiate them from products. They are: (I) intangibility, (2) heterogeneity, (3) 
simultaneous production and consumption, and (4) perishability. Let us discuss them in 
detail. 

Intangibility 

The most basic difference between goods and services is intangibility. Services are 
performances or actions rather than objects. Therefore, they cannot be seen, felt, tasted, 
or touched in the same manner that we can sense tangible goods. The absence of 
tangible features means that it is difficult for the seller to demonstrate or display services, 
and for buyers to sample, test or make a thorough evaluation before buying them. For 
example, health care services are actions (e.g. surgery, diagnosis, examination, treatment) 
performed by doctors and directed towards patients. One cannot see or touch these 
services, although you may be able to see and touch certain tangible components of them 
(e.g. equipment, hospital room). In fact, many services such as health care are not easy 
for the consumer to grasp even mentally. Even after a diagnosis or surgery has been 
completed, the patient may not fully comprehend the services performed. 

Heterogeneity 
It is often impossible to assure homogeneity and consistency in the service provided by a 
seller, because services are performances rendered by human beings. Hence no two 
services will be precisely alike. The service is performed and delivered by employees 
(people), and people may differ in their performance from clay to day or ever] hour to 
hour. Heterogeneity also results because, no two customers are precisely alike; each will 
have unique demands or experience and requires the service: in a unique way. For 
instance, take the case of a restaurant which is a hospitality service. One customer may 
prefer a crisp Masala Dosa with sambar, while another customer may prefer soft Masala 
Dosa with coconut chutney. The cook has to prepare and serve according to their tastes, 
Thus, the heterogeneity connected with services is largely the result of human interaction 
between employees and customers and all of the vagaries that accompany it. 

Simultaneous Production and Consumption 

Lnternational Marketing 
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Most goods are produced first, then sold and consumed while most services are sold first 
and then produced and consumed simultaneously. For example, an automobile may be 
manufactured in Mumbai, shipped to Delhi, sold two months later, and used over a 
period of years. But restaurant services cannot be provided u~ntil they have been sold and 
the dining experience is essentially produced and consumed at the same time, Similarly, 
in travel services, the ticket has to be bought first and then the travel service has to be 
availed of. Very often, the customer is present while a service is being produced and thus 
the views of the customer are taken into account in the production process, For 

,example, in:the restaurant when one orders for a cpp of coffee, he may ask for strong 
*coffee (more ooffee less milk) without sugar. Here the customer has influenced the 
production process of coffee. Frequently customers may interact with one another during 
the service production process and thus may affect one anothers experiences, For 
example, strangers seated next to each other in an ainplane may well affect the nature of 
the services experience for, each other. Anotlier outcome of simultaneous production and 

* 

consumption is that, service producers find themselves; playing a role as part of the 
t product itself w d  .as an essential ingredient in the service experience for the consumer. 
1 . .I 
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perishability refers to the fact that services cannot be saved or stored or resold or 
returned. A seat on an airplane or in a restaurant, an hour of a lawyer's time or 
telephone line capacity not used cannot be reclaimed and used or resold at a later time. 
This is in contrast to goods that can be stored or resold another day, or even returned if 
the consumer is unhappy. It is not easy to reset a bad haircut nor is it possible to 
transfer it to another consumer. Persihability makes this an unlikely possibility for most 
services. 

15.2.3 Interdependence of Products and Services 
Though, the products differ from services i n  many respects, there are so many inter 
linkages between services and products in several instances. In fact, services and products 
comple~nent each other in many cases. Sales prospects of products that are in need of  

technological support and maintenance will be badly affected if proper 
arrangement for service is not made. For this reason, the initial contract of sale of a 
product often includes a service cause. This practice is common in the case of many 
durable goods. In the case of W s ,  cars, refrigerators, washing machines, etc., 
manufacturers provide for free after sale service for a certain period. Similarly, the sale 
of computer hardware is critically linked to the availability of proper servicing and 
software. Sellers of capital equipment often enter into maintenance contracts with buyers. 
These are some instances of services complementing products. Similarly products also 
complement services. For example, an airline cannot exist without airplanes. Without 
rooms, furniture and kitchen equipment, a hotel cannot provide hospitability service. In 
the same way, hospitals (health care service) cannot provide services without using 
tangible products such as operation instruments, testing equipment, medicines, hospital 
buildings, etc. 

There is an increasing recognition of this complementary nathre of services and products. 
Manufacturing based industries (such as automobiles and computers) are recognising the 
role of service in improving the competitiveness of a product. In many industries, 
providing quality service is no longer simply an option. The quick pace of developing 
technologies makes it difficult to gain strategic competitive advantage through physical 
products alone, Customers not only expect high quality goods, but also expect hig1l)evels 
of service along with them. Companies are realising the need to focus on service to 
keep pace with rising customer expectations and to compete effectively. Similarly, 
various services sectors are depending on quality products to improve their service 
quality. Good hospitals use the latest technical and testing equipment, hotels provide 
well furnished rooms, TV channels use the digital transmission equipment, banks use the 
ATM equipment, airlines use most comfortable airplanes, etc. Thus, continuous product 
improvement and service improvement are simultaneously going on in many sectors. 

15.2.4 Challenges in ,Marketing of Services 

The traditional marketing mix is composed of the 4 Ps viz., product, price, promotion and 
place (distributioo). These elelnents appenr as core decision variables in any marketing 
plan, All those four variables are interrelated, and there is an optimal mix of the four 
factors for a given market segment at a given point of time. Though, conceptually 
marketing of services is no different from marketing of products, the strategies of the 4 
P's, however, require some modifications when applied to services, 

' 

Because of the significant differences between goods and services, marketers of services 
face some distinctiye challenges, Such challenges revolve around understanding customer 
needs and expectations, and the efforts to keep promises made to customers. The basic 
differences between products and services, and the associated marketing implications, are 
shown in  Figure 15.1 

I 

Figure 15.1: Differences between products and services, and the associated marketing 
challenges 

--- 

Goods 

Tangible 

Stiindardised 

Production 
separate from 
consu~nption . 

Nonperishable 
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Services 

Intangible 
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consumption 
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Resulting Marketing Implications 

Services cannot be inventoried. 
Services cannot be patented. I 
Services cannot be readily displayed or 
communicated. 
pricing is difficult. 

Service delivery and' customer satisfaction depend on 
employee actions. 

Service quality depends on many uncontrollable 
factors. I 
There is no sure knowledge that the scrvice delivered 
matches what was planned and promoted. 

Customers participate in and affect the transaction. 
Customers affect each other. 
Employees affect the service outcome. 
Decentralisation may be essential. 
Mass production is difficult. 

It is difficult to synchronize supply and demand with 
services. I 
Services cannot be returned or resold. I 

Source : Valarie A Zeithaml and May Jo Bitner. Services Marketing. McGraw Hill, New York. 

Intangibilit)~ presents several marketing challenges. As services cannot be inventoried, 
fluctuations in demand are often difficult to manage. For example, there may be very 
huge demand for hotel accommodation in Shimla in summer as against low demand in 
winter. Yet, hotel owners have the same number of rooms to sell year-round. Services 
cannot be patented legally. Hence, new service concepts can be easily copied by 
competitors. Since, services cannot be readily displayed or easily communicated to 
customers, it may be difficult for consumers to assess the qilality of a particular service 
before use. Decisions about what to include in advertising and other promotional materials 
may prove challenging, as is pricing. The actual costs of a unit of service are hard to 
detetmine and the pricelquality relationship is complex. As services are not tangible, it is 
not possible to provide samples and physical evidence. The physical evidence of services 
includes all of the tangible representations of the service such as brochures, letterhead, 
business cards, report formats, and equipment. These physical evidence cues provide 
excellent opportunities for the firm to send consistent and strong messages regarding the 
organisation's purpose, the intended market segment, and the nature of the service. 

The intangibility of the service reduces the marketers' ability to provide samples. This 
, 

makes communicating the service offer much more difficult th>-communicating a product 
offer. Brochures or catalogues explaining services often must show a "proxy" for the 
service in order to provide the prospective customer with tangible clues. A cleaning 
service for instance,, can show a ~icture of an individual removing trash or cleaning a 
window or even a photograph of a clean room. However, the picture will not fully 
succeed in communicating the quality of service. 

As services are heterogeneous, ensuring consistent service quality is challenging. 
Further, quality 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 service: personnel to satisfy those needs, the presence (or. absence) of other 
customers, and the level of demand for the service etc. Because of these complicating 

, factors; a marketer is often not sure whether the service is being delivered as originally 
planned and promoted,-An associate problem is that, unlike in the case of products there 
is no objective yardstick to determine the quality of a service. Laboratory tpsts can 
establish the quality of a product but the quality of service is dependentp'aii'the . 
perception of the customer. 

Since services often are produced and corzs$rnrd simultaneously, mass pbductibn is 
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difficult, if not impossible. Moreover, it  is not usually possiblk to gain significant 
economies of scale through centralised production and delivery at different locations. 
Usually operations need to be relatively decentralised so that the  service can be delivered 
directly to the consumer in convenient locations. Also because of simultaneous production 
and consumption, the custamer is involved in and observes the production process 
thereby affecting (positively or negatively) the outcome of the service transaction. Some 
customers can cause problems in the service setting, leading to lowering of customer 
satisfaction. For example, in a cinema theatre, one person misbehaving with other 
audience can create negative experience to the entire audience and may become a 
dissuading factor next time. 

As services are perishable, they cannot be stored for future consumption. Hence, demand 
forecasting and planning for capacily utilisation are challenging decision areas for 
marketers. The fact that services cannot typically be returned or resold implies the 
necessity for strong recovery strategies when things do go wrong. For example, while a 
bad hair cut cannot be returned, the hairdresser should have strategies for recovering the 
c&tomer7s goodwill when such a problem occurs. The hair dresser may, by refunding the 
charges collected from the customer, perhaps, recover part of the goodwill lost. 

The role of personnel deserves special consideration in the marketing of services. 
Because the customer interface is intense, proper provisions need to be made for training 
personnel. Major emphasis must be placed on appearance and behaviour. Most of the 
time, the person delivering the service (rather than the service itself) will colnmunicate 
the spirit, values, and attitudes of the service provider. All human actors who play a 
part in service delivery influence the buyer's perceptions and provide cues to the 
customer regarding the nature of the service itself. How these people are dressed, their 
personal appearance, their attitudes and the way they interact with customers, all 
influence the customer's perceptions of tlie service. T11erefol.e~ the role of service provider 
or contact person is very important. 

The areas of pricing and financing require special attention. ~e'cause services cannot be 
stored, much greater responsiveness to demand fluctuation must exist and therefore, much 
greater pricing flexibility must be maintained. Hotels offering discounts in room tariff 
during off seasons is part of the flexible pricing strategy. The intangibility of services also 
makes financing more difficult. Financial institutions are lcss willing to provide financial 
support to services than for products. This is because of three reasons : (a) the value of 
services is more difficult to assess, (b) service performance is more difficult to monitor, 
and (c) services are difficult to repossess. Therefore, receiving payments may be much 
inore troublesome for a financier in the case of services than products. This poses a 
challenge to the marketer of services in procuring finances. 

Usually, short and direct channels are required for marketing of services. Closeness to the 
customer is of overriding importance in order to correctly understand what the customers 
want, to reach them fast with minimum cost, to monitor the flow and utilisation of 
services and lo assist IIIC yrnsunler i n  ohlninin~ a truly tailonnadc servicc. 

Cllcck Your Progress A 

1, What do you mean by services ? 

...................................................................................................... 

....................................................................................................... 
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2. Identify the characteristics that makes services different from products. 

1 ...................................................................................................... 

I 

3. State the names of 'ten services you know. 

4. Some products are given below. Identify the complementary services to make that 
product offering more attractive to consumers. 

Product Complementary service that can be associated 
with the product 

a. Passenger Car Ex: servicing ........................................ 

I ............................................................ b. Personal Computer 

I c. Air Conditioner ..... ; .. .................................... ............. 
d. Residential House ................... .. .................................... 

5. Some services are given below. State the con'iplementary products necessary for 

I offering those services. 

Service Complementary product necessary to offer the 
service 

a. Medical service Ex : Operation equipment, 

h. Banking services ........................................... -- 
c. ~e~kcomrnunication 1 ........................................... 

I d. Airline . 
........................................... 
............................................ - e. Education 

15.3 INTERNATIONAL TRADE IN SERVICES 

Over tlie last three decndes, the services sector has grown exponentially in the wake of the 
informatics revolution and th annihilation of distances through advances in 
communication and transporta 1 ion. The contribution of services to GDP has grown while 
the shares of industrial and agriculture sectors have declined significantly. The service 
sector has emerged a$ a very significant part of the national economies of many 
countries. In the developed economies, it accounts for over 60% of GDP. Export of 
services currently account for about $ 1 trillion or about 15% of world exports of over $ 
6.9 trillion in 1999. It is expected that the share of services in global trade might reach 
50% in the' coming decades nnd rise still further subsequently. 

World trade in  commercial services is presented in Tables 15.1 and 15.2. World exports 
have grown from $ 364.5 bn to $1,350 bn during 1980 - 1999 (Table 15.1). The USA is 
the largest exporter with over 18% share followed by the UK (over 7%)' France (above 
6%), Germany (around 6%), Italy (4.5%) and Japan (4.5%). The European Union 
accounts for above 42% of exports followed by North America (Canada and the USA) 
with over 21% and Asia (about 20%). 

Global imports of services present a ~icture similar to that of exports. World's major 
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exporting countries and regions are also world's leading importers. The Ehropean union 
accounts for around 42% of world imports followed by Asia with 25% share and North 
America (16%). The single largest importing country is the USA accounting for over 
13% share. Other major importing countries are Germany (about lo%), Japan (about 
8.51) the UK (6%), France (about 5%) and Italy (about 4.5%). 

. . 
















