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PrEfaCE

dear student
2welcome to Marketing Services (MNM3713). We hope you will share our enthusiasm for 
this field of study. As a first step we encourage you to read through this preface in detail. 
Refer to it as often as you need to as it will definitely facilitate your studies of this module. 

3Marketing has evolved into a strategic function in most organisations. This field of study 
has branched out into many separate sub-fields that cover the range of responsibilities that 
marketing executives face today. Areas such as marketing research, consumer behaviour, 
business-to-business marketing, product and brand management, marketing commu-
nication and e-commerce have grown to such an extent that they can now be regarded 
as fields of study in their own right. 

4Another field that has grown a lot in terms of its importance for organisations is customer 
service. Its importance as a component of an organisation’s competitive efforts is not 
to be underestimated. In fact, it is becoming so important to many organisations that it 
serves as one of their unique selling propositions aimed at their present and potential 
customers. Service marketing is just that – using customer service to keep customers 
loyal and to attract new customers. This is the topic of this module and the overarching 
objective of this marketing tool.

5We trust you will enjoy this module and will appreciate its importance to your academic 
pursuits.    

61. Aim of this module

7The aim of this module is to enable students of the module MNM3713: Services Marketing 
to gain a better understanding of the various dimensions of customer service, as well as 
its role in the “extended marketing mix”. 

2. leArning outcomes
8After completing this module, you should be able to

 y define customer service in terms of its components and its role in the market offering 
of an organisation 

 y explain customer behaviour as it pertains to the consumption of services and how it 
is researched by means of marketing research

 y discuss the concept “extended marketing mix” which incorporates the primary  
dimensions of customer service

 y explain how a service product is developed by using the dimensions of service quality
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 y discuss the formulation of a pricing strategy as it pertains to the customer service 
actions of an organisation

 y discuss the general approach to communicating the service product to the target 
audience

 y explain the role that employees, customers, the physical environment and customer 
relations play in service delivery 

3. overview of this module
9Customer service encompasses more than just happier service personnel and better 
after-sales service. It is a package of service features that are specifically developed with 
the organisation’s target market in mind. The process of developing a service offering 
therefore starts with an analysis of the present and potential customers of the organisation, 
with the aim of determining what their needs are in terms of the organisation’s service 
product. Once a clear picture is formed of the needs and buying behaviour of customers, 
the organisation is in a position to develop an all-encompassing service product.

10The first topic deals with defining the concept of customer service by utilising a number 
of perspectives on its position within the organisation’s total product and in terms of its 
main components.

11The second topic looks at two aspects pertaining to the analysis of present and potential 
customers, namely the needs and buying behaviour of customers and how these aspects 
are researched using formal research techniques.

12Topic 3 is a brief exposition of what the “extended marketing mix” is in terms of the ele-
ments/components that are added to the traditional marketing mix in the case of a pure 
service product or a tangible product with a substantial service component. Thereafter 
three of the traditional marketing mix elements, namely product, price and promotion, 
are discussed in terms of how they are applied to service products.

13In Topic 4 the fourth element of the marketing mix, place, is discussed separately be-
cause of its importance to the development and delivery of a service product. We call 
this component “service delivery”. The focus is on the roles of customers, employees and 
the physical environment.

14Topic 5 looks at two important aspects that contribute to excellent service delivery, 
namely customer relations and customer retention and recovery. 

4. the study mAteriAl
15The study material for this module consists of this study guide, a prescribed book and 
several tutorial letters. This study guide and Tutorial Letter 101 were sent to you early in 
the year. Other tutorial letters, containing feedback on your assignments, are to follow. 
The prescribed book (which you must purchase yourself) is of vital importance because 
you will not be able to complete this module successfully without consulting it. In addi-
tion to the prescribed book, you are encouraged to consult other sources such as those 
available in the Unisa Library. 
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16Please consult Tutorial Letter 101 for the details of your prescribed book and additional 
reading material. We strongly encourage you to make every effort to join myUnisa. You 
will remember from Tutorial Letter 101 that myUnisa is our online community for this 
module. From time to time we will upload additional information and resources on 
myUnisa. Students who do not have access to the internet should contact us to find the 
closest Unisa computer centre or internet café.

175.  our ApproAch to teAching And leArning in this 
module

18The purpose of this study guide is to allow you the opportunity to put into practice those 
theoretical concepts introduced in the prescribed book, and to present you with some 
exercises and questions that will assist you to prepare for the examination. It is essential 
that you work through the study guide as this will improve your chances of performing 
well in the examination. However, there is no substitute for being thoroughly familiar 
with the theory as discussed in the prescribed book. Your prescribed book and study 
guide complement one another in that the study guide assists in the learning process, 
but studying it alone and ignoring the prescribed book will not equip you for success in 
the examination. 

5.1 Suggestions on how to approach your studies of this module

19Tutorial Letter 101 and the study guide will direct you in approaching the learning and 
all other resources and considering how you may use these to your benefit, for example 
how to make the best use of myUnisa, peer collaboration groups, learning centres and 
career counselling. As a distance education student, you need to know who to contact 
for academic and administrative matters, and how to manage your time.

20In the study guide, we make a definite distinction between the parts of the prescribed 
book that you simply have to read, and those parts that you have to study.

 y  Sections that have to be studied

21The sections that have to be studied are clearly indicated and form the basis of assign-
ments and the examination. To be able to do the activities in each study unit, answer the 
self-assessment questions at the end of each study unit, answer the assignment ques-
tions and be successful in the examination, you will need a thorough understanding of 
the content of the study guide and the prescribed sections in the prescribed book. To 
understand the study material properly, you need to accept responsibility for your own 
studies and realise that learning involves far more than just memorisation. You will need 
to show that you understand and are able to apply the information, rather than merely 
remember it. 

 y Sections that have to be read

22Some parts of the study guide will tell you to read through a certain section in the pre-
scribed book or the study guide. This means that you should note the content of this 
section, as it usually forms useful background information or offers another perspective 
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or further examples. It will give you some context, improve your ability to take notes and 
enhance your understanding. 

23You will need to spend at least 120 hours on this module. This includes approximately 40 
hours of reading and studying the study material, 20 hours of activities and assignments, 
and 60 hours of preparing for the examination. We encourage you to follow the proposed 
schedule for allocating time to the various topics, study units and other activities as sup-
plied in Tutorial Letter 101.

24You may wish to read more extensively than just the study guide and the prescribed 
book. When you read through information in the prescribed book or other sources, do 
not simply accept this information without question. Critically evaluate the ideas and 
information that you come across.

25Test your understanding of the ideas that you learn about in this module by doing your 
best to apply them to real-life situations. 

5.2 The importance of completing activities, assignments and  
self-assessment questions

5.2.1 Activities

26You will come across various types of activities in this study guide. They will require you to

 y reflect on work covered
 y complete assessment questions
 y conduct self-assessment in terms of the feedback on the assignments as contained 

in Tutorial letter 201 and 202

27We consider your completion of the activities in the study guide, answering the assess-
ment questions at the end of each study unit and doing the assignments as crucial to 
your successful completion of this module. Firstly, the activities in the study guide will 
help reinforce your learning and secondly they will help you to prepare for the type of 
application question that you will have to answer as a third-year student and beyond.

5.2.2 Assignments

28You will find the assignments for this module in Tutorial Letter 101. The completion of 
assignments is crucial to helping you achieve the learning outcomes. By completing the 
assignments, you will get a feel for the type of question you can expect in the examination, 
and obtain first-hand feedback from the lecturer. The assignment questions (especially 
those in Assignment 03) also give you the opportunity to apply the theory to a case study 
or a practical situation related to your own workplace. 

5.2.3 Self-assessment questions

29 At the end of each study unit, you will find a number of self-assessment questions based 
on the work covered in that study unit. We advise you to work through these questions 
diligently as self-assessment plays a very important role in mastering the study material.
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30You will find most of the answers to these questions in the study material in the study 
guide and prescribed book. We don’t believe in throwing any surprises at you when you 
write the examination. Consequently it is in your own interests to work through these 
assessment questions.  

6. exAminAtion

6.1 Prescribed material

31All of the study material is relevant for the examination. In addition to understanding the 
theoretical principles provided, we expect you to be able to apply these principles to a 
practical situation in a given case study or scenario.

326.2 Format of the examination paper

33The format of your examination paper is clearly explained in Tutorial Letter 101. Your 
examination paper will have two sections. Section A is compulsory and consists of 15 
multiple-choice questions which each count two marks. Section B consists of a short case 
study and three essay questions, each counting 20 marks. You are required to select two 
of the three essay questions.

7. Key concepts in Assignments And the exAminAtion
34When we, your lecturers, formulate assignment and examination questions, we word 
them in specific ways so that you will know exactly what is expected of you. For example, 
we may ask you to list, describe, illustrate or demonstrate something, compare two 
things, or construct, relate, criticise, recommend or design something.

35Below is an explanation of the various levels of cognitive thinking that you will be ex-
pected to apply, and the kinds of instructions that we will give you with regard to each. 
This system is known as Bloom’s taxonomy.

 y Knowledge. This is essentially memorisation and the recall of information. At its simplest, 
it involves the recall of facts or terminology, such as names, dates and definitions. It 
can also involve the recall of principles and generalisations, or ways of doing things. 
Outcomes/instructions written at this level will typically use verbs (these are the words 
that tell you what you have to do) such as name, list, define, label, select, state, 
write, describe, identify and recall.

 y Comprehension. This involves making sense of things, rather than just remembering 
them. Comprehension usually requires you to translate information into your own 
words. Outcomes/instructions written at this level will typically use verbs such as 
convert, illustrate, distinguish, interpret, rewrite, discuss, give examples and 
summarise.

 y Application. This is the ability to use information and ideas in new situations, such as 
solving problems that have a single or best answer. Outcomes/instructions written at 
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this level will typically use verbs such as calculate, demonstrate, construct, compute, 
solve, relate, show, use and apply.

 y Analysis. This is the ability to examine information in a systematic manner to identify 
the important ideas, the relative hierarchy of those ideas and the relations between 
the ideas. Outcomes/instructions written at this level will typically use verbs such as 
analyse, differentiate, categorise, classify, relate, illustrate, outline, compare, 
contrast, discriminate, explain and hypothesise.

 y Synthesis. This is the ability to construct something new by combining several pieces 
of information to make a coherent whole (such as a plan). Outcomes/instructions writ-
ten at this level will typically use verbs such as plan, adapt, combine, create, com-
pile, compose, construct, model, revise, design, develop, formulate and organise.

 y Evaluation. This is the ability to make judgements about the quality or value of things 
(either with reference to internal evidence or external criteria). Outcomes/instructions 
written at this level will typically use verbs such as assess, judge, choose, criticise, 
rate, argue, justify, evaluate, decide, recommend and conclude.

36In this module, you will be asked to operate at all levels of Bloom’s taxonomy. Please make 
sure you know what is expected of you in each question.

8. use of icons

Icon Description

37Key concepts.  The Key concepts icon draws your 
attention to certain keywords or concepts in the 
topic or study unit.

38Learning outcomes.  The Learning outcomes icon 
indicates which aspects of the particular topic 
or study units you have to master. You will need 
to demonstrate that you have mastered these 
aspects.   

39Study.  The Study icon indicates which sections 
of the prescribed book or the study guide you 
need to study and internalise.
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40Read. The Read icon will direct you to read cer-
tain sections of the prescribed book for back-
ground information.

41Activity. The Activity icon refers to activities 
that you must complete in order to develop a 
deeper understanding of the study material.

42Self-assessment.   When you see the Assessment 
icon you will be required to test your knowl-
edge, understanding and application of the 
material you have just studied. 

43Feedback.  The Feedback icon indicates that 
you will receive feedback on your answers to 
the self-assessment activities.

44Time-out.  The Time-out icon indicates that you 
should take a rest because you have reached 
the end of a study unit or topic. 

45Refl ection.  The Refl ection icon requires you to 
refl ect on the important issues or problems 
dealt with in the study unit. 

46Summary.  The Summary icon indicates that a 
brief statement will be provided that summaris-
es the main points discussed in each study unit.

9. importAnt Advice

47The likelihood of your success will be improved if you pay attention to the following:

 y  Study the prescribed study material conscientiously according to the guidelines 
provided.

 y Discuss the subject matter with fellow students, colleagues and specialists.
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 y Complete the activities and answer the assessment questions in the study guide.
 y Prepare in good time to submit compulsory assignments and also complete non-com-

pulsory assignments.
 y Apply your knowledge in practice.
 y Prepare properly for the examination.

10. whAt you cAn expect from unisA
48You can expect Unisa to do the following:

 y Provide you with up-to-date and relevant study material that is regularly compared 
with and benchmarked against similar local and international programmes.

 y Keep the study material in line with the needs of industry and commerce by consult-
ing regularly with the profession, and with industry leaders and government officials.

 y Assist you as students by giving you the opportunity to develop competencies and 
skills at a certain level. You will be assessed according to the level descriptors of the 
National Qualifications Framework at level 6.

 y Support you whenever you require assistance. You may contact your lecturers by 
making an appointment to see them in person, speak to them over the phone, and 
contact them via e-mail or over the internet. We understand that studying via distance 
learning has different challenges to studying through a residential university. 

 y Provide you with clear indications of what we expect of you in terms of your assessment.
 y Provide prompt feedback on assignments. We will return your assignment and our 

feedback on it within three weeks of the due date if you submitted the assignment 
before the due date.

49We hope you will enjoy your studies! We look forward to being your partners in this 
endeavour. 

50

51

52
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topic 1

introduction to services marketing

53Before you can progress with your studies of any particular topic, you must first explain 
what it is all about. In short, you must be able to explain what is meant by customer service 
and services marketing. Once you are able to do this, you are ready to study the relevant 
principles, activities and components. This is the purpose of the first study unit of this 
module. You will find that the concept of customer service is viewed from a few angles. 
The first of these descriptions of what customer service entails defines it in terms of its 
main characteristics. Then the spectrum of customer services (the service continuum) is 
shown, afterwards its main dimensions are shown and finally the service marketing mix 
is highlighted.

54This topic consists of the following study unit: with the same title as the topic, namely 
“Introduction to Services Marketing”.

After completing this topic, you should be able to

 y explain why customer service has become an important activity in most 
organisations

 y explain the nature of customer service in terms of its main characteristics, the 
service continuum, the service product concept and the service marketing mix 

55
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study unit 1 

Introduction to services marketing

56Introduction

57Over the last few years, marketing theory has had to be adapted to address the unique 
characteristics of the industries in which it is utilised. For instance, industries such as 
tourism and health and not-for-profit institutions require unique marketing approaches 
and therefore the “generic” marketing theory had to be adapted to suit their unique re-
quirements. In addition, certain fields of application such as organisational (business-to-
business), small business and global (international) marketing require different marketing 
approaches. Certain marketing activities have grown in stature in terms of their contri-
bution to the marketing effort of organisations, such as marketing research, relationship 
marketing, internet marketing, social media marketing and corporate governance. 

58Another marketing activity that has grown tremendously in terms of importance in the 
marketing efforts of most organisations is customer service. Seen from another vantage 
point, customer service has become a competitive tool for many organisations, even to 
the extent that it is utilised as a marketing tool to convince potential customers to sup-
port the organisation. Based on this perspective we now speak of “services marketing”, 
which is the focus of this module. 

59Overview of this study unit

60The first aspect to consider when studying any field is to explain its general nature, in 
other words, to define it, show its importance (role) and identify its unique characteristics 
or activities. This is the focus of this study unit. 

61You will need approximately three hours to go through this study unit to ensure that you 
have laid proper foundations for your further studies of this module. 

Contents

62Key concepts 

1.1 The importance of services in the delivery of need-satisfying products
1.2 The nature of services and services marketing (defining services and services marketing)
1.3 The service marketing mix
1.4 The role of services in profit maximisation (the “service profit chain”)
1.5 Self-assessment
1.6 Reflection
1.7 Summary

63
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Key concepts

64You will have to master the following key concepts to reach the learning outcomes for 
this topic:

 y consumer society  
 y service economy
 y tertiary, secondary and primary sectors
 y intangibility
 y inseparability
 y heterogeneity
 y perishability
 y pure tangible product
 y peripheral services
 y integral services
 y pure service product
 y core service
 y real service
 y augmented service
 y service image
 y service marketing mix
 y service profit chain

1.1 the importAnce of services in the delivery of 
need-sAtisfying products

65

(Study the section below and section 1.1 to 1.2.2 in the prescribed book.)

66Why are services – be they services attached to a physical product or “pure” service 
products – so important in modern life? The answer is simple: competition. In many cases 
fast-paced industrial development, fuelled by modern technology and improved manu-
facturing processes, has led to competing products becoming more and more the same 
in terms of their main physical attributes. Motor cars, televisions, cellphones, paints and 
groceries have become so similar that one can hardly distinguish between which one is 
best, or the best buy. In cases where there are substantial differences between competing 
products, the unique product features of the market leader’s product are quickly emu-
lated by rivals. Organisations are therefore continuously confronted with the problem of 
keeping their products unique in the eyes of their customers. Product differentiation as 
a competitive necessity is now more prevalent than ever before.
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67Where do services come into play in this never-ending quest for product differentiation? 
The answer to this is twofold. Services are becoming an important competitive weapon 
in the arsenal of most competitors operating in a wide array of industries. The question 
on the lips of many customers – be they organisational or final customers – is which com-
pany provides the best service in the industry. 

68A second reason lies in the fact that we are living in what is known as a “consumer society”. 
Many people are now far more affluent than people 50 to 100 years ago and therefore 
buy more products – from cheap toothpaste to expensive motor cars. Consumers are also 
far more demanding, given the array of products, to choose from. As mentioned above, 
because services accompany the physical products, consumers’ demands for more and 
better services have also escalated. Keep in mind too that services are not only attached 
to physical products, but can also be stand-alone services, which are called service 
products or pure services. To the same extent that consumers demand better physical 
products combined with their supportive services, they also demand more from the 
“manufacturers” of service products.

69Therefore, when studying this module keep in mind that services can be attached to 
physical products, but can also be stand-alone “service products”. We will get back to 
this point when we discuss the product-service continuum later on.

70The tertiary sector of the economy

71The tertiary sector of the economy (also known as the service sector or the service 
industry) is one of the three economic sectors, the others being the primary sector (inter 
alia agriculture, fishing and extraction such as mining – which represent raw material 
supply) and the secondary sector, that in most cases represents the manufacturing 
part of the broad economy. 

72The tertiary or service sector consists of the ‘’soft’’ parts of the economy, that is activities 
where people offer their knowledge and time to improve productivity, performance, 
potential and sustainability in the economy as a whole. The basic characteristic of this 
sector is the production of services instead of end products of a tangible nature. Ser-
vices (also known as “intangible goods”) include product advice and support, medical 
services, training, information dissemination (provided by the internet) and machine 
repair services. The tertiary sector involves the provision of services to other businesses 
as well as to final consumers. Services may involve the transport, distribution and sale 
of goods from producers to other intermediaries and to the final consumers, as may 
happen in wholesaling and retailing. It may also involve the provision of a service 
product, such as in pest control, medical consultancy and education (from Unisa). Two 
broad categories of services therefore exist, namely those supporting the delivery of 
tangible products and intangible service products themselves. 

73For the last 100 years, there has been a substantial shift from the primary and secondary 
sectors to the tertiary sector in industrialised countries. The tertiary sector is now the 
largest sector of the economy in the Western world, and is also the fastest-growing sector.
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75In examining the growth of the service sector in the early 1990s, the globalist Kenichi 
Ohmae noted the following:

76“In the United States 70 percent of the workforce works in the service sector; in Japan, 
60 percent, and in Taiwan, 50 percent. These are not necessarily busboys and live-in 
maids. Many of them are in the professional category. They are earning as much as 
manufacturing workers, and often more.” 

77Adapted from: http://en.wikipedia.org/wiki/Tertiary sector of the economy. 

78Accessed: 2012-10-09

79In the block above mention is made of the move from the primary and secondary economic 
sectors to the tertiary or service sector. Look at the figures in the prescribed book for the 
extent to which delivery of services now outshines the delivery of tangible products. This 
dominance has led to the coining of the concept of a “service economy”. You do not have 
to memorise these figures, but keep them in the back of your mind.

1.2 the nAture of services And services mArKeting 
(defining services And services mArKeting)

80

(Study section 1.2.3 up to section 1.3 in the prescribed book.)

81There are a number of perspectives in terms of what services entail, and where they fit 
in with the product offering of an organisation. Let us first consider what a service is by 
looking at its characteristics. The most common characteristics of a service are that it is 
intangible, inseparable from consumption, heterogeneous and perishable. (These char-
acteristics are discussed in the sections of the prescribed book as indicated above and 
should be studied for the examination.)

82The second perspective is to define a service in terms of its role relating to the product 
that the organisation sells in the marketplace. One approach is to look at the product-
service continuum – also called the tangibility/intangibility spectrum. (The prescribed 
book briefly touches upon this perspective on page 6.) 

83The figure below depicts the continuum of services, from a purely tangible product to a 
pure intangible service product.  

84

85

86
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Figure 1.1:  The product/service continuum (Palmer 2001:21)

88Figure 1.1 above classifies a service in terms of the extent to which it serves as a com-
ponent of the final product, that is, from a pure tangible product, to a tangible product 
with peripheral services, to a tangible product with integral service components, to a 
pure service product. These service levels are discussed below.

 y Pure tangible products. These products have a small service component. Basic industrial 
goods, such as chemicals, raw materials, basic engine parts, lubricants and builders’ 
supplies have a very small service component rendered by their suppliers. 

 y Tangible products with peripheral services. Here, the physical product is what the con-
sumer actually buys and the services that are provided contribute to the proper work-
ing of the physical product. Most buyers of motor cars expect the dealer to provide 
an extended warranty and service plan as a standard part of the “package” when it is 
purchased. The service plan would, however, not be the reason that a customer would 
choose one brand over another.

 y A physical product with an integral service component. In this case the product/service 
package is known as a hybrid product. An example would be a highly technical and 
vital electronic component used in an aeroplane. The support of the supplier of this 
product is required to ensure that the product is correctly installed and serviced over 
the lifetime of the aeroplane.

 y A pure service product with peripheral physical components. In this case there is hardly 
any physical feature attached to the product. Degrees offered by Unisa, the care of a 
medical doctor or a hospital, a computer program, the advice of an insurance sales-
person, a savings account at Absa and an airline flight are all pure service products.

89A third perspective is to look at the traditional product concept and examine the role 
services play in its different layers.

90Traditionally, a product was seen as comprising four distinguishable layers, namely the 
core product, the real product, the augmented product and the product image. These 
layers are shown in figure 1.2 below. The service concept and the product concept is very 
similar. The service concept is shown in figure 1.2 below.
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Figure 1.2: The service/product concept

91The core service refers to the benefits provided by the organisation to satisfy a basic 
need of customers. For instance, if a person has a basic need to get from one point to 
another it could be satisfied by using a motor car, bus, bicycle, motorbike, aeroplane, boat 
or train. These different modes of transport are known as the generic or core product. 
Let us look at an example of a pure service product. If you are sick your core need is for 
the relief of pain or the treatment of the ailment. In this case the core service may be 
rendered by a medical doctor, or if necessary an operation that is to be performed at a 
hospital (for instance an appendectomy or tonsillectomy). One could argue that the core 
benefit that you require is the relief of pain or the treatment of an ailment.  

92In the case of the transport example, the real service is represented by the specific brands 
within a specific transport mode, say a motor car. For instance, a Toyota, with its specific 
features, such as the red Corolla; its quality level, usually excellent and trustworthy; and 
its performance level, say a 1600 cc with an automatic gearbox. What is the real service 
that you as a patient expect to receive? It is the operation to be performed at a specific 
hospital, by a knowledgeable doctor and anaesthetist, at a specific cost to the patient, 
with a successful outcome with no side-effects, satisfactory post-operative care and 
financial assistance by a medical aid scheme. 

93In the case of the motor car the augmented services refers to additional features, such 
as pre- and post-sales services, warranties, registration, delivery and credit facilities. These 
features are necessary to provide the customer with a fully satisfying product package. You 
will notice that the augmented features of a physical product are mostly service features. 
In the case of the patient treatment (a service product) the augmented services are the 
ambience of the hospital, the friendliness and treatment received from the doctor and 
nursing staff, visiting hours for friends and family, and the food served.
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94Finally, the service image refers to the customers’ general perception of the product. A 
Toyota, for example, is generally regarded as a well-priced vehicle, providing outstanding 
quality and trustworthiness with excellent after-sales service. The principles of a service 
image are similar to those of a physical product in that the service image is projected 
through the consistent efforts of the organisation in the marketplace. Bear in mind that 
the service provision of an organisation is conducted by implementing the service 
marketing mix. 

1.3 the service mArKeting mix (the textbooK cAlls it 
the service vAlue mix) 

95The service marketing mix is the fourth perspective of what a service consists of. The 
traditional marketing mix was developed from the perspective of a tangible product, and 
consisted of the so-called four Ps, namely product, price, promotion and place. In the case 
of the service marketing mix, the product element is represented by an intangible set 
of activities and the place element is represented by the direct interaction between the 
service provider and the client at the point where the service is “manufactured”. Three 
additional marketing mix elements can therefore be added to the traditional marketing 
mix, namely people (employees and customers), service delivery processes and the 
point of service delivery, commonly called the physical evidence in service delivery. 
(These three “new” marketing mix elements are discussed on page 9 under the heading 
“Service value mix”.) 

96In this module we also postulate that a further service marketing mix element may be 
viable, namely customer relations, due to the fact that physical contact between the seller 
and buyer is far more prevalent during service delivery than in the case of the delivery 
of the tangible element of the product. Let us call this marketing mix element personal 
relations.

97The service marketing mix therefore consists of the following seven Ps:

 y Product (usually intangible) – discussed in topic 4
 y Price – discussed in topic 5  
 y Promotion – discussed in topic 6
 y Place (the point of service delivery) – discussed in topic 7
 y Processes (the manner of service delivery) – discussed in study unit 9
 y People (personnel and customers) – discussed in study units 10 and 11
 y Physical evidence – discussed in study unit 12 and then realistically speaking there is 

the following eighth element: 
 y Personal or professional relations (customer relations) – discussed in study unit 13

98
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99OUTsurance endeavours to project an image of a company that delivers a price-com-
petitive insurance package, combined with excellent customer service in providing 
insurance quotes and handling claims. This image is established and maintained by 
consistent management of the service marketing mix. The product that is delivered 
is flexible in terms of its features and price, customers are able to secure an insurance 
package by merely phoning the company, e-mailing it (place) or visiting the company’s 
offices, which projects an image of a hugely successful company (physical evidence). 
Employees (people) are well trained in handling customer queries in every interaction 
with the firm (processes) in order to secure long-term personal relationships with 
satisfied clients. Finally, the promotion campaigns reinforce the company’s aim to 
provide full coverage to clients at an affordable price. The service package that OUTsur-
ance offers its clients is therefore driven by a cohesive and focused service marketing 
mix that promotes the image the company’s management has set out to project. 

1.4 the role of services in profit mAximisAtion (the 
“service profit chAin”)

101

(Study section 1.5 in the prescribed book.)

102A very important characteristic of services is that they are usually “manufactured” dur-
ing the interaction between the service providers (employees) and customers. One can 
therefore postulate that the more satisfactory this interaction between employees and 
customers is, the more successful (profitable) the organisation will be. Let us take it one 
step further: An organisation will be highly profitable if its employees render such good 
services that the organisation far exceeds the expectations of its customers.

103This basic premise led to the development of the “service profit chain” by four Harvard 
professors (see fig 1.2 in the prescribed book). In short it boils down to the following: If 
employees serve one another well (internal service quality) it will lead to them being satis-
fied, motivated and productive in rendering excellent services to clients (external service 
quality/value). This will result in satisfying customers way beyond what they expected, 
which in turn will lead to customer satisfaction and loyalty. Loyalty in turn leads to repeat 
purchases, and less price-sensitive and cheaper cost-to-serve customers. Finally, this will 
result in higher profits for the organisation. 

104

105

106
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107Customer service at the Ritz-Carlton

108The Ritz-Carlton is a highly successful chain of ultra-luxury hotels, having over 19 000 
employees and nearly 50 properties worldwide. How does the management of this 
group ensure that it achieves a consistently high level of customer service?

109The secret is “much aligned employees and leadership”. In practice this means having 
very clear, often-repeated “gold standards of service”. For instance, each employee has 
a card containing the 20 “basics of good customer service” – one of these being “we 
are ladies and gentlemen serving ladies and gentlemen”. It means reinforcing these 
standards by discussing a service topic at the “daily line-up”, which occurs at the begin-
ning of every shift, for every team, everywhere in the world. It means that employees 
are involved in planning their work and are encouraged to ‘break away’ to help better 
serve a customer – for example escorting a client somewhere rather than merely giv-
ing directions. 

110How do their management get this to happen every day in the real world? It starts with 
recruitment and training. Once hired, a new employee gets two full days of orientation 
before starting to work and is guaranteed to receive 250 to 300 hours of structured, 
formal training during his/her first year. The staff is trained in “aggressive hospitality”, 
namely living up to the service standards the business proclaims in its mission statement. 
For example, using guests’ names, avoiding slang, saying “good morning” or “good af-
ternoon” instead of “hi”, and emulating experienced staff in solving unique guest prob-
lems. (http://www.brilliantcustomerservice.com/resources/great-customer-service-case-studies)  

112

1.5 Self-assessment

113You have now completed this study unit and should be able to answer the following 
questions:

1141  There are two main reasons why services have become so important in today’s 
economy. Discuss these two reasons.

1152  Services, or customer service, can be explained by using four different perspec-
tives. Briefly explain each of them. 

1163  The most important of these four perspectives is the one which explains services 
in terms of the service characteristics of intangibility, inseparability, heterogeneity 
and perishability. Discuss this perspective of what a service(s) is/are.

1174  Explain the service profit chain and show how you believe it will impact on the 
success of Woolworths. 
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118

1.6  Refl ection

119

120Before one starts studying any business-related topic, one must fi rst determine what the 
topic means, or how it can be defi ned. For instance, if one studies a module on personal 
selling the fi rst question should be: “What is personal selling all about?”, or “How can 
personal selling be defi ned?”

121In the same vein, at the outset we must explain what service (also called customer service) 
is all about. This has been done in this study unit. In the “consumer society” of today the 
role of services in the delivery of tangible products has become more important.  

122

11.7 Summary 

123

124We have looked at why services have become an important part of today’s products and 
also defi ned them in terms of their unique characteristics, the spectrum of products, 
ranging from pure physical products to pure service products, the diff erent levels of 
services (from the core service to the service image) and the components of a service 
(represented by the service marketing mix). 

125Finally we have looked at the impact of excellent service delivery (driven by motivated em-
ployees) on customer satisfaction and loyalty, and the subsequent impact on profi tability.  

126

122
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topic 2

customer behaviour in service 
consumption

127Two of the most important strategic questions that the management of any organisation 
must answer are: “Who do we want to serve?” and “With what kind of product?” It is obvi-
ous that a business cannot decide on the development and manufacturing of a product 
if it is not sure whether a need exists for the product/service and does not know exactly 
what the features are that the product/service must have. The first step in the business 
planning process is therefore to research the whole business environment (internally 
and externally), and in the case of the marketing function to analyse the organisation’s 
existing and potential customers in terms of their needs and the factors that impact on 
these needs. We speak of the analysis of consumer buying behaviour.

128This topic covers the two aspects mentioned above, namely how to go about research-
ing the needs and characteristics of customers (marketing research) and the areas that 
need to be researched in terms of customers’ buying behaviour. These two study units 
therefore aim to answer the question: “Who do we want to serve?” 

129This topic consists of the following two study units:

130Study unit 2:  Customer decision-making (based on chapter 3 of the prescribed book) 

131Study unit 3: Understanding customers, which is chapter 4 of the prescribed book

After completing this topic, you should be able to

 y explain all the steps in the consumer buying process
 y discuss the factors that influence consumer decision-making when buying 

and consuming products (This topic is discussed in study units 2 and 3.)
 y give the reasons why researching the buying and consumption behaviours 

of customers is important
 y discuss the two classifications of marketing research, namely quantitative and 

qualitative research and primary and secondary research
 y explain the steps in the marketing research process

132

133

134
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study unit 2

Customer decision-making

135Introduction

136Customers follow roughly the same process when making a buying decision, but the end 
result is usually quite unique. Garth and Peter may both go through the purchase process 
when buying a holiday but they will end up in totally different destinations. This is because 
the risk, involvement and brands that they consider all impact on the decision they will 
make and they both have their own individual preferences. There will also be other fac-
tors that will influence the outcome of each decision. If you consider the above it is clear 
that in order to fulfil the needs of customers, marketers need to be aware of the process 
customers follow when making decisions about purchasing products and services. They 
also need to be aware of all the factors that can have an influence on these decisions.

137Overview of this study unit

138This study unit focuses on the phases of the purchase process that include three stages, 
namely the pre-purchase stage, the service encounter stage and the post-purchase stage. 
We will also consider the different types of buying decisions that customers face. This 
study unit concludes with a discussion of individual factors, group and situational factors 
that can influence consumer decision-making.

139You will need approximately two hours to work through this unit and to ensure that you 
understand the topics covered.

Contents

Key concepts

2.1 The types of buying decisions
2.2 Phases in the purchase process
2.3 Factors influencing the buying decision process 
2.4 Self-assessment
2.5 Reflection
2.6 Summary

140
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141

Key concepts

142You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y complex buying behaviour
 y dissonance-reducing behaviour
 y habitual buying behaviour
 y variety-seeking buying behaviour
 y routine decision-making
 y impulsive decision-making
 y pre-purchase stage
 y service encounter stage
 y post-purchase stage
 y search attributes
 y experience attributes
 y credence attributes
 y perceived risk
 y service experience
 y post-purchase cognitive dissonance
 y individual factors
 y group factors
 y situational factors

2.1 the types of buying decisions
143

(Study section 3.2 in your prescribed book.)

144When studying this section in your prescribed book, you will notice that there are four 
types of buying decisions that are based on buyer involvement and the degree of dif-
ference between brands. The buying decisions include complex buying behaviour, 
dissonance-reducing behaviour, variety-seeking buying behaviour and habitual buying 
behaviour. We will now discuss these types of buying decisions and explore practical 
examples relating to these decisions.  

145After studying this section in your prescribed book, you must be able to discuss each 
type of buying decision and provide practical examples relating to the different buying 
decisions. Before we look at buying decisions, please note the following:
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The author of the prescribed book switched dissonance-reducing behavior and variety-
seeking behavior in figure 3.1. It should look as follows:

High                   Involvement                   Low
Significant

Differences
between
brands

Few

Complex buying 
behaviour

Variety-seeking buying 
behaviour

Dissonance-reducing 
behaviour

Habitual buying behaviour

 y Complex buying behaviour is exhibited when buying an expensive, infrequent and 
high-risk service. Let’s consider the following example: John is getting married in six 
months’ time and he needs to arrange the honeymoon. His fiancée would enjoy an 
island honeymoon and he would like to treat her to the very best honeymoon. Island 
honeymoons are expensive and there are many islands, hotels, flights, and so forth 
from which to choose. John will hopefully only go on honeymoon once, which makes 
this a complex buying decision for him.

 y Dissonance-reducing behaviour refers to high-involvement decisions where there 
are different brands on offer but they differ only slightly in terms of what they offer. 
For example, Sipho wants to install an armed response alarm system in his house to 
protect his family. The technical nature of an armed response alarm system makes this 
a high-involvement decision. Although these products and services are very alike, he 
reviews the products that ADT and Chubb offer before he decides which one is the 
best for his family.

 y Habitual buying behaviour refers to low-involvement decisions that have few dif-
ferences between brands. For example, Renata has two Yorkshire Terriers named Lulu 
and Misty. They need to visit the doggy parlour at least once every six weeks. There 
are not many doggy parlours to choose from in Renata’s community and she will send 
them to the nearest parlour that has place for them when she phones.

 y Involvement in variety-seeking buying is low with significant differences between 
brands. The first Wednesday of each month is family fun night in the Lebone house-
hold and they go out together for the evening. They will decide on family fun night 
where to go and what to do the next time they go out. The only rule is that they are 
not allowed to repeat an activity within six months. They will engage in an activity 
together such as go ten-pin bowling or watch a movie and have a meal at a different 
restaurant each time. The fact that they enjoy doing different activities and eating at 
a different restaurant each time makes this variety-seeking behaviour.

146
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147The prescribed book also mentions two further types of decision-making, namely routine 
decision-making where a consumer buys the same brand consistently without thinking 
about it and impulsive decision-making which is where purchases are made on the spur 
of the moment. In the next section, we take a brief look at the phases in the purchase 
process.

2.2 phAses in the purchAse process
148

(Study section 3.4 to 3.6 in your prescribed book.)

149You need to understand and be able to discuss the phases in the purchase process and 
apply them practically to a case study. The purchase process is divided into three phases, 
namely the pre-purchase stage, the service encounter stage and the post-purchase stage. 
The following is a discussion of these phases:

2.2.1 pre-purchase stage
150In the pre-purchase stage, the decision to buy and use a service is made. It starts with 
the recognition of a need, which leads to an information search and then the evaluation 
of alternative service providers. 

 y Awareness of need. The process of buying a service begins with the recognition of a 
need or want. The different ways in which a need can be recognised are discussed in 
this section in the prescribed book. Let’s consider the following example: Mr Nkosi and 
his wife are planning to build their dream home to fulfil all the needs of their growing 
family. They have already purchased the stand in an upmarket estate and realise that 
they need the services of an architect to draw up the house plans.

 y Information search. After recognition of the need, information is gathered about the 
service that could possibly satisfy the need. Information will be collected from vari-
ous sources as described in the prescribed book. Mr Nkosi and his wife asked their 
builder to recommend architects; they asked their family and friends for references 
and they also conducted an internet search for possible architects in their area. They 
evaluated all the information and ended up with three possible architects to draw up 
their house plans.

 y Evaluation of alternative service products and service suppliers. The alternatives that the 
consumer identified as being suitable options will be evaluated during this step. Mr 
Nkosi and his wife evaluated the three possible architects based on a number of re-
quirements they have and asked all three for a written quotation. It is also important to 
note in this section that services are placed on a continuum of how easy or difficult it is 
to evaluate each category depending on search attributes, experience attributes and 
credence attributes. You will note that most services fall into the “difficult to evaluate” 
category. Thus, service providers need to reassure customers and attempt to reduce 
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the perceived risk associated with purchasing a service. The prescribed book identifies 
a number of ways in which organisations can do this. 

2.2.2 service encounter stage
151During the service encounter stage, the consumer needs to make a purchase decision. 
If the consumer decides to purchase the service, then he/she will experience the service 
purchased. This can happen simultaneously or in the case of a pre-paid service the service 
experience will happen at a later stage. In your prescribed book you will notice that the 
service experience is influenced by the following:

 y service delivery process
 y compatibility of service customers
 y front staff who interact with customers
 y support services
 y service environment (physical evidence)
 y customer co-production 
 y emotion and mood

2.2.3 post-purchase stage
152This brings us to the final stage. During the post-purchase stage the customers will 
decide whether they are satisfied or dissatisfied with the service, whether they will use 
the service and service provider again and whether they will become brand loyal. After 
studying this section in the prescribed book, you should be able to discuss post-purchase 
cognitive dissonance and purchase evaluation. You should also know how organisations 
can respond to dissatisfied customers and satisfied customers.

2.3 fActors influencing the buying decision process
153

(Study section 3.7 in your prescribed book.)

154Buying behaviour where it comes to service products is influenced by a variety of factors. 
After studying this section you should be able to discuss the different types of factors 
and apply them practically.

2.3.1 individual factors
155Each and every person is different. Two people can make different decisions using the 
same information based on their individual perceptions, attitudes, personalities and 
lifestyles. Madeline and Bridget are best friends and they want to do something adven-
turous during their next holiday. Madeline suggests that they go skydiving while Bridget 
feels that skydiving is too dangerous and sees being adventurous as going on a game 
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drive on a quad bike. Their attitudes and perceptions with regard to skydiving differ and 
will influence the one to buy the skydiving experience and the other one not to buy it. 

156After studying this section, you should be able to discuss the various individual factors 
mentioned.

2.3.2 group factors
157All individuals belong to groups or strive to belong to groups in their social environment. 
These groups and their members also have an influence on our buying behaviour. Groups 
that influence buying behaviour include cultural groups, reference groups, opinion leaders 
and family. For example, Fiona feels ill, she has a fever and is struggling to sleep. People 
from different cultural backgrounds will visit different doctors/healers in this situation. 
Some individuals will prefer to see a general practitioner, others will seek the services 
of a homeopath and others will consult a sangoma. This is an example of how culture 
can influence buying behaviour. Think of examples for the other types of group factors.

158After studying this section, you should be able to discuss the various group factors men-
tioned as well as give a practical example.

2.3.3 situational factors
159The situation in which we find ourselves will also have an impact on the decision that 
we make. In the prescribed book the influence of the communication situation, purchase 
situation and usage situation is explained in detail and you will need to be able to differ-
entiate between these situational factors and provide practical examples after studying 
this section. 

160Let’s consider the following example: When mom and dad go on holiday alone they will 
consider a more romantic destination such as a villa on a beach whereas if the whole 
family joins they will go to a more diverse destination that everyone will enjoy such as 
Sun City. Which situational factor do you think is affecting these buying decisions?

161

Activity 2.1

162

163Thabo is currently in Grade 12 and would like to attend university after completing 
school. He has not yet decided on which university to attend. As what buying decision 
would you classify a tertiary education decision? Discuss one individual factor and one 
group factor that can have an influence on his decision to select a university and give 
reasons for your answer.



20

165

Feedback

166The decision regarding which university to attend is one of the most important decisions 
that Thabo will probably make in his life. It will not only influence the next three to four 
years of his life but also his future which makes this a high-involvement decision. There 
are also significant differences between universities. Although it is not mentioned what 
he wants to study, not all universities offer the same degrees. This decision will thus be 
classified as complex buying behaviour. 

167There are various factors that can influence the decision that he will make. Individual 
factors that can influence his decision include perception, attitude, personality and life-
style. For example, Thabo has a negative perception about the University of Stellenbosch 
because of a newspaper article that he once read. This will influence his decision in the 
sense that he will decide not to attend the University of Stellenbosch. 

168There are also various group factors that can influence his decision including culture, 
reference groups, opinion leaders and family. For example, Thabo might belong to a 
family who all attended the same university and it is tradition for him to attend the same 
university. This might influence his decision about which university to select. This is an 
example of how family can influence his decision.

169

22.4 Self-assessment

170

171You have now completed this study unit and should be able to answer the following 
questions: 

1721  Discuss the types of buying decisions and provide practical examples relating to 
each.

1732 Explain in detail the service encounter stage of the buying process for services.

1743  Discuss the situational factors that can influence the buying decisions process and 
provide relevant examples for each.
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175

2.5 Refl ection

176By now you should have a good understanding of customer decision-making when 
it comes to services. Where do you think you will be able to use the skills you learned in 
this study unit in your professional life? What topic did you fi nd interesting in this study 
unit? Why did it appeal to you? How long did you take to work through this study unit? 
Are you still on schedule or do you need to adjust your study programme?

177

32.6 Summary

178In study unit 2 the analysis of the buying behaviour of customers is discussed. The focus 
of study unit 2 is the decision-making process that customers go through when buying 
and consuming products/services. In this study unit the internal and external factors that 
infl uence the way customers buy and consumer products/services were highlighted. In 
the last section of this study unit the marketing research that is performed to analyse 
consumers’ buying behaviour will be considered.

179

180

181

177
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study unit 3

Understanding (researching) customers

182Introduction

183Probably the most difficult exercise for an organisation to perform is to determine how 
a customer goes about identifying a need, satisfying it and evaluating the buying and 
consumption effort afterwards. Why is this so? Well in most cases it involves the psyche 
of the customer which is extremely difficult to grasp. Buying and consumption behaviour 
is literally the “black box” that an organisation has to address in the process of develop-
ing a product offering, or managing an existing product in the marketplace. To research 
the buying and consumption behaviour of present and potential customers, a marketer 
needs to identify a myriad of factors that impact on a customer’s decision-making prior 
to a purchase and after a product has been purchased and consumed.

184Overview of this study unit

185In this study unit we will briefly cover the factors affecting consumer behaviour. Why is this 
necessary? It is actually very obvious. It points the market researcher in the right direction 
in terms of what must be focused on when performing the marketing research exercise. 
Secondly, we will look at the research effort that organisations can make by focusing on 
the types of research that can be conducted and the research process to be followed.

186You will need approximately four hours to work through this study unit to ensure that 
you understand the two topics that are discussed.

Contents

Key concepts

3.1 Factors affecting consumers’ buying and consumption behaviour
3.2  Importance of conducting service marketing research
3.3 Types of marketing research projects
3.4 The marketing research process
3.5 Self-assessment
3.6 Reflection
3.7 Summary

187
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188

Key concepts

189You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y marketing research
 y psychographic variables
 y group variables
 y situational variables
 y product-specific variables 
 y qualitative research
 y quantitative research
 y research types
 y SERVQUAL

3.1 fActors Affecting consumers’ buying And  
consumption behAviour

190

(Study section 4.1 in the prescribed book after studying the material below.)

191Please note that this section should be studied in conjunction with section 2.3 in the 
previous study unit, that dealt with the factors affecting consumer decision-making that 
were discussed in the previous study unit.

192Marketing management makes a substantial contribution to the long-term and short-
term success of an organisation in two ways, namely the decision about which customers 
to serve in the marketplace (the who decision) and what the total product should look 
like to optimally serve these customers (the with what decision). Making well-founded 
decisions about these two aspects requires sound information about the marketing en-
vironment in which the organisation competes. This brings us to another responsibility 
of marketing management, namely to provide the required information on which these 
decisions should be based through primary and secondary research. 

193One of the most important areas that needs to be researched is the factors influencing 
the buying behaviour of present and potential customers. However, the question is which 
factors influence what products consumers buy, and why they buy them. Essentially there 
are two main areas that influence consumer decision-making, namely the individual (in-
ternal) characteristics of customers and the external factors that influence their buying 
behaviour. Below is a figure that summarises the main factors within these two groups 
of factors that need to be analysed.
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194             Internal (individual) characteristics     External characteristics            

195   Psychographic factors                                 Group factors

196   –   Perception    –    Cultural groups

197   –   Attitude     –    Reference groups

198   –   Personality    –    Family

199   –   Lifestyle       

200              Product-specific needs                                Situational factors
201              (value requirements)                                                    –   Demographic factors

202                                                                                –    Geographic factors                                                                                    

Figure 3.1: Factors influencing consumer buying behaviour

204In the previous study unit, the psychographic, group and situational factors were dis-
cussed, as well as the buying process followed by the customer. You will notice that two 
broad phases in the process were identified, namely purchase behaviour (that is how 
customers go about buying the product and/or service) and usage behaviour (focusing 
on how the consumer uses the product and service in his/her daily life).

205Product-specific behaviour and needs refer to the customer’s requirements in terms of 
product and service features, product and service quality, loyalty, price, availability, after-
sales service and the ease of product returns. Regarding geographic location, aspects 
such as population density and weather patterns are considered, while demographic 
characteristics refer to aspects such as gender, race, income and age. 
206

Activity 3.1    

207Communica – in the dark (a hypothetical scenario)

208Communica has entered the South African market as a cellular service provider, com-
peting with the giants Vodacom and MTN, and the smaller companies Cell C and 8ta. 

209The executive management group of the company has made the strategic decision to 
follow a more focused marketing and service development approach than its competi-
tors. It aims to identify a number of segments and develop specific service offerings 
for each segment. It is, however, aware of the danger of having too many different 
service packages that could render the company cost-ineffective. It would therefore 
aim to standardise the service packages as much as possible, without compromising 
the unique features of each package.
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211Communica’s management has contacted you, a marketing consultant, to advise them 
on which consumer behaviour factors (see figure 3.1 above) they should focus on to 
address the unique needs of each individual client. Write a one-page report to the 
management team.  

213

Feedback

214

215You should start your presentation to Communica’s management team by indicating 
that hardly any decision can be taken regarding which customers to focus on before a 
thorough marketing research effort has been launched. Such a research campaign should 
study all the factors mentioned in figure 3.1 above.

216If you go through the internal and external factors shown in figure 3.1 you will notice that 
many of them influence the way people decide which cellular service provider to use. 
(Remember, we do not focus on the cellphones that people are buying.)

217Assume that marketing research was conducted and the following are some of the im-
portant findings: 

 y Younger cellphone users are more brand loyal than older users when it comes to 
which service provider they use.

 y There is a perception among most cellphone users that the big service providers offer 
better service because of their size.

 y Older users are less concerned with the quality of cellphone they get with their particu-
lar package, but feel that more assistance by the service provider is more important.

 y Reference group influences play a more prominent role among younger customers. 
 y Different cultural groups show quite significant differences in terms of their reliance 

on their service provider.
 y Income determines to a large extent which service providers are used and what their 

expectations are with regard to the services they demand.

218Based on the findings of the research that has been conducted, Communica is now in a 
position to develop a strategy that will allow it to compete successfully with its bigger 
rivals. Based on the findings above, which different market segments can you identify 
and what will the service package look like that you will develop for each segment?
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3.2 importAnce of conducting service mArKeting 
reseArch

219

(Study section 4.2 in the prescribed book.)

220The prescribed book discusses one main reason for performing marketing research, 
namely to close the knowledge gap (section 4.4). However, the number of reasons for 
conducting marketing research is almost limitless. These are a few of the most important 
reasons (www.rhinomarketresearch; www.b2binternational):

 y verification from independent evidence to support investment decisions already made, 
such as the new products that the firm invested in

 y the changing nature of the existing marketplace. The business needs to track these 
changes in order to maintain its alignment with customer needs and preferences

 y the discovery of an unexpected situation (such as a drop in sales), where the business 
needs to establish facts and root causes

 y the introduction of a new product or service, or one that the company is thinking of 
offering

 y better understanding of the existing target market by looking at previous purchase 
behaviour or conducting a needs analysis  

 y the need to understand your competition
 y making sure that the look and feel of the general promotion strategy and the adver-

tising campaign would be successful 
 y customer satisfaction research to understand why customers liked or disliked your 

offering and the reasons for this
 y determining perceptions of customers (and potential customers) of what they think 

is important in influencing their buying decision 
 y determining awareness and loyalty toward brands and their influence in the purchas-

ing decision

3.3 types of mArKeting reseArch projects
221

(Study section 4.3 in the prescribed book.)

222The prescribed book discusses one approach to classifying marketing research approaches, 
namely qualitative versus quantitative research. (The prescribed book discusses the dif-
ference between these two approaches in detail. Twelve qualitative and quantitative 
marketing research techniques for researching service quality and satisfaction are also 
identified and briefly discussed.)
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223Another distinction between marketing research approaches is that between primary and 
secondary research. Let us look at the differences between the two approaches. Primary 
research is new research or first-hand research, carried out to answer specific issues or 
questions. It is research collected directly from the research subject/area, and usually 
involves the researcher going to the “research subject” to find the information he or she 
is looking for. It can involve, inter alia, surveys by means of questionnaires, experiments 
and observation. It is often undertaken after the researcher has reviewed secondary 
research, or previously collected primary data. To do this, an original research plan must 
be devised which will encompass data collection, data input and then the production 
and analysis of the subsequent results.

224Secondary research makes use of information previously researched for other purposes 
and publicly available. This is also known as “desk research”. Secondary research includes 
published research reports in trade, business or scientific magazines, business reports, 
published research findings by research organisations and on the internet, and statisti-
cal surveys by government. Another perspective is that secondary research involves the 
re-use by a second party of any data collected by a first party. Sometimes secondary 
research is required in the preliminary stages of primary research to determine what is 
known already and what new data is required. At other times, it may be the only research 
technique used.

225Let us look at the advantages and disadvantages of each research approach.

226The advantages of primary research are the following:

 y It addresses specific research issues (problems, opportunities or merely the existing 
state of affairs) in such a manner that the researcher controls the search design to fit 
his/her specific needs.

 y It enables the researcher to have greater control over how the information is collected 
by addressing issues such as where, how and when the research will be conducted, 
as well as deciding about the size of the project, its time frame and cost.

 y It is proprietary information, meaning the information is the researcher’s own and is 
generally not shared with others. It offers the company that undertook the research 
an information advantage that is usually not shared by other parties outside the 
organisation.  

227Its main disadvantages are the following:

 y Primary data may be very expensive to collect. Costs are incurred mainly in terms of 
the fieldwork and the analysis of data by an expert.

 y It takes longer to undertake primary research than to acquire secondary data.
 y By the time the research is complete it may be out of date.
 y A low response rate from the research subject may be expected.

228
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229The primary advantages of secondary research are as follows: 

 y It is easy to access. Information sources are vast and specifically so for online data. 
 y It involves a low cost to acquire as the research has been paid for by another party.
 y Secondary research is often used prior to larger primary research efforts to help clarify 

problems, opportunities or areas. In the course of doing secondary research, the 
researcher may find that the exact information he/she is looking for is already there, 
thus eliminating the need and expense of a primary research effort.

 y It may disclose problems in obtaining primary data, such as a high percentage of 
people declining to take part in the research. 

230Its main disadvantages are as follows: 

 y The secondary research used must be scrutinised closely as the origins of the informa-
tion may be questionable.

 y Secondary data is not presented in a form that exactly meets the researcher’s needs. 
Therefore, the researcher needs to rely on secondary data that is presented and clas-
sified in a way that is similar to his/her needs.

 y In many cases, researchers find the information incomplete for own use. The researcher 
may not get the full version of the research and be charged expensive fees by the 
original researcher for the full report.

 y With companies competing in fast-changing industries, out-of-date research reports 
may have little or no relevance to the current market situation.

231Regarding the specific research techniques that are used to measure service expecta-
tions, service experience and consequent service quality, the most famous technique is 
Servqual. This primary research technique is discussed in study unit 5. 

232Other techniques that are used for measuring the level of service quality that the organ-
isation renders are discussed in chapter 2 of the prescribed book. You must be able to 
explain each of these, as you may be asked to explain a few of them or multiple-choice 
questions may be asked from this section.

3.4 the mArKeting reseArch process
233

(Study section 4.4 in the prescribed book.)

234These sections in the prescribed book should actually be called “The process for research-
ing service delivery” as they pertain specifically to this activity of an organisation.

235

236
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237

Activity 3.2 

238Are we good or not?

239The marketing manager of your company has commissioned you to conduct research on 
the perceptions of the company’s customers regarding their experience of the service 
they have received. In the last year, a two-tier strategy was followed by the company 
to market it as an organisation committed to “service excellence”.

240Firstly, a big effort was made internally to establish a service orientation among the 
organisation’s employees. Training programmes were developed, incentive schemes for 
excellent service behaviour were installed, service targets were set for each department 
and employees’ performance evaluation incorporated service delivery as a measurement 
criterion. Furthermore the company’s management committed themselves to being on 
the forefront of delivering quality service, both internally and externally.

241The second leg of the “service excellence” effort was a big-budget advertising campaign 
that focused on marketing the organisation as the leader in the industry in terms of 
delivering quality service to customers.

242Your brief from the marketing manager included the following: “We did a lot to imple-
ment service delivery as a competitive weapon in our armoury, but the question is 
whether we succeeded. You must come up with answers. A problem is that we did not 
measure our service delivery before we launched our campaign, so we are not able to 
measure our effort against a certain standard. Nevertheless, please determine for us 
where we stand. What do customers say and how do we look when compared with 
our competitors? Are you able to do this?”

244

Feedback

245Many of the steps in the process for measuring service delivery are already evident from 
the case study above. The first step refers to the research questions that lead on to the 
research objectives. “What do I want to know?” and then “The aim of my research is ...”. 

246The proposal of the research campaign is to provide management with an outline of the 
types of research that you are planning to conduct. The research types of quantitative/
qualitative and primary/secondary research must be mentioned. You should probably 
suggest that primary and secondary research be done. Page back in this study unit for the 
characteristics of these research types and their advantages and disadvantages. Another 
decision that needs to be taken here is which of the service research techniques will be 
utilised during your marketing research effort.
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247Over and above the secondary research that should be done by exhausting all available 
sources of information regarding service delivery in the organisation itself and by com-
petitors, you should also propose that primary research be undertaken. The questions 
you should answer in this regard are the following: 

 y Who will be researched (target population/unit of the analysis)? Is it employees, or 
customers of the firm, or customers of competitor firms, or a combination of these 
groups?

 y How will the respondents (sample units) be identified from the whole target population? 
How will they be selected (probably using a representative sampling technique)? How 
many should there be (sample size) to make the results representative of the whole 
target population? Give some practical guidelines based on the case study above.

 y What research method will be used? Will it be a survey, panel group discussions (focus 
groups), experimentation or observation? Usually the choice will be survey research, 
for which a few approaches exist – inter alia a self-administered questionnaire, or a 
structured interview. In both cases a structured or unstructured questionnaire is used, 
based on the type of questions that need to be asked. The main point to consider here 
is that the right questions are presented to respondents so as to realise the research 
objectives that were set earlier. A pilot test of the questionnaire will ensure that the 
right questions are asked in the right manner. Make a choice about the research ap-
proaches or methods you are going to follow for the company in the case study above.

248Once the information from the secondary research, the focus group discussions and the 
surveys becomes available, the data analysis must be done. Several statistical and non-
statistical techniques are available to ensure that the right conclusions (interpretations) 
are drawn from the data and that the findings are presented in a simple, but integrated, 
manner. 

249

43.5 Self-assessment

250

251You have now completed this study unit and should be able to answer the following 
questions:

2521  Explain the internal and external factors influencing customers in their consump-
tion of services. Remember, this answer must include the aspects discussed in 
section 2.3 in the previous study unit. 

2532 Explain the differences between quantitative and qualitative research.

2543 Discuss the differences between primary and secondary research.

2554 Discuss the process for researching service delivery.
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256

3.6 Refl ection

257Do you realise that the fi rst step in ensuring that high-quality services are provided to 
customers is to know them well? Do you remember the two decisions that a company 
must make, namely who to serve and with what kind of product (service)? Both these 
decisions require the organisation to know its present and potential customers very well. 
The fi rst step in the quest to understand customers is to know the internal and external 
factors that impact on their buying behaviour.

258The activity that is performed to analyse customers’ buying behaviour (before, during and 
after the purchase) is called customer service research (or generally also called market-
ing research). There are a number of research techniques that could be used to research 
customers during the diff erent phases of their buying process. Applying these research 
techniques requires the organisation to follow a scientifi c process for researching service 
delivery. 

259

3.7 Summary

260In study units 2 and 3 the analysis of the buying behaviour of customers was discussed. 
In study unit 2 the decision-making process that customers go through when buying and 
consuming products/services was focused on. In this study unit the internal and exter-
nal factors that infl uence the way customers buy and consumer products/services were 
highlighted. In the last section of this study unit marketing research that is performed to 
analyse consumers’ buying behaviour was considered.

261Up until now we have attempted to answer the marketing question of who we should 
serve. From now on our aim will be to address the question “With what kind of product?” 
by discussing the service marketing mix that represents the “service package” that is 
off ered to customers.

262

263

259
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topic 3

the service marketing mix

264We have mentioned time and again that a business has to decide who it wants to serve 
and with what kind of product. In Topic 2 earlier, we attempted to answer the first ques-
tion by discussing customer buying behaviour and researching customer behaviour. 

265The decision about the kind of product is addressed in the development of the marketing 
mix, which all of you should now be very familiar with. In the case of a service product the 
marketing mix has been extended to include far more than the traditional four elements: 
product, price, promotion and place (distribution). The marketing mix as it pertains to 
a service product is called the service marketing mix. The service marketing mix is ad-
dressed in this topic. We start off with a brief discussion of what the service marketing mix 
entails (study unit 4), and thereafter we discuss the first three of its components, namely 
the service product, pricing of service products and service marketing communication. 

266The last of the traditional marketing mix elements, namely place, is really where the 
unique dimensions of the service marketing mix come to the fore. This aspect is discussed 
in topic 9 under the heading: “Service delivery: the place decision”.

267This topic consists of the following five study units:

268Study unit 4:  Overview of the service marketing mix

269Study unit 5: The service product: service quality (chapter 2)

270Study unit 6:  The service product: designing and developing service products  
(chapter 5)

271Study unit 7: Setting prices for service products (chapter 6)

272Study unit 8: Service marketing communication (chapter 11)

After studying this topic, you should be able to

 y explain the concept “service marketing mix”
 y explain service quality in terms of how it is developed, implemented and 

evaluated
 y discuss the different types of new services that can be developed by a com-

pany as well as the process to be followed in developing, launching and 
evaluating them

 y explain why pricing of services is difficult and how value could be offered to 
customers by using the value-based pricing strategies

 y explain how an organisation can address the internal and external commu-
nication demands 
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study unit 4

Overview of the service marketing mix 

273Introduction

274The marketing perspective of a “product” is far broader than the perspective of the 
people at the manufacturing plant. Marketers see a product as a “total marketing of-
fering” consisting of far more than just the physical product. The total market offering 
is encapsulated in the marketing mix. In the case of an intangible service we speak of a 
service marketing mix. This concept is discussed in the study guide from here onwards.

275Overview of this study unit

276The aim of this study unit is to discuss the service marketing mix briefly and relate it to 
the study units that follow. You must read through this study unit thoroughly, and refer 
back to it frequently as you work through the following study units.

277You will need an hour to work through this study unit.

Contents

Key concepts

4.1 The service marketing mix
4.2 Self-assessment
4.3 Reflection
4.4 Summary

278

Key concepts

279You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y marketing mix
 y service marketing mix
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4.1 the service mArKeting mix
280

(Study the section below.)

281The viewpoint that the “marketing mix” represents the product package that is offered 
to customers has been supported by marketing academics and practitioners since the 
1960s. The traditional marketing mix for consumer and business-to-business products 
consisted of the four Ps or marketing mix, consisting of the product itself, the promotion 
of the product, deciding where and how the product should be made available to cus-
tomers (the placement decision) and the price of the product. These four components 
of the so-called “product package” presented to target customers were regarded as the 
main decision areas (also called elements) that marketing management had to consider 
in developing and implementing the organisation’s marketing strategy.

282Although services as products were implied in this perspective of the product package, 
this traditional perspective, however, developed from the viewpoint of a physical prod-
uct. It has only been in the last decade or so that organisations have started to realise 
that these four decision areas had to be expanded upon, as the service component of 
tangible products and “pure” service products became more prominent in customers’ 
consumption patterns. Organisations realised that more was needed to ensure a com-
petitive advantage in the marketplace and that services could be used in this respect. 

283The traditional perspective of a service package consisting of the product itself, the 
promotion efforts to sell the product, setting its price level and putting the product in 
the hands of customers via intermediaries and retailers (place) is still valid in the case of 
service products. However, the intangible nature of services has a considerable impact 
on how the 4 Ps are developed and managed. (The service product is discussed in study 
units 5 and 6, the pricing of services in study unit 7, promoting services in study unit 8 
and the placement of services in the hands of customers in study units 9 to 12.)

284One of the new elements to be added to the traditional marketing mix is people. The 
reasoning behind this is that direct contact with customers, especially in the case of service 
products, is becoming increasingly important. In most instances, the service personnel 
are the one half of the service delivery process and the customer the other. Managing 
the people component in service delivery and consumption (employees and customers) 
is now more critical than ever before, with employment practices, training, performance 
evaluation and empowerment being key words in the marketing manager’s vocabulary. 
The role of employees in service delivery is discussed in study unit 10 and the role of 
customers in study unit 11. You will notice that because employees and customers come 
together at service delivery we regard them as part of the placement decision.

285A second new service mix element that is added to the traditional marketing mix is  
processes. These processes refer to the way in which the interaction between custom-
ers and the firm is managed. Aspects to be considered in terms of company/customer 
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interaction are the extent of contact, the method of contact, the parties involved in the 
contact and the timing of service delivery. 

286The third new element, which is especially important in the marketing of service products, 
is physical evidence. Owing to the fact that service products are mostly intangible, cus-
tomers find it difficult to judge the quality of the services rendered. The customer utilises 
any physical element that accompanies the service product as a cue for determining the 
service quality – irrespective of whether it is a true reflection of quality. Brochures, let-
terheads, business cards, signage, physical facilities and/or ambience, account statements 
or the appearance of the service providers are used as cues to service quality. Physical 
evidence is discussed in study unit 12 and is regarded as part of service delivery at the 
point of contact.

287Although not commonly regarded as an element of the service marketing mix, building 
relationships with key customers is important in service products. This is because of 
the direct interaction between the organisation’s employees and its clients. Marketing 
managers realise that it had become necessary to establish lasting relationships with 
core customers, and other parties directly and indirectly involved in an organisation’s 
service delivery. Hence a new body of knowledge has developed, known as “relationship 
marketing”, or more aptly called “relationship management”. 

288The service marketing mix, or service package, can therefore be summarised into the 
following seven, or even eight, elements: 

 y the service product (study units 5: Service quality and study unit 6: Designing and 
developing services)  

 y the price at which the service is sold (study unit 7) 
 y the promotion effort of the business (study unit 8) 
 y the place where the product is rendered to the customer (study unit 9)
 y the process of service delivery (study unit 9) 
 y the people involved in service delivery (employees and customers) (study units 10 and 11) 
 y the physical environment in which the service is rendered (physical evidence) (study 

unit 12)

289We regard place, processes, people and physical environment as part of service delivery 
at the point of contact with the customers.

290An eighth element may rightfully be added to the other three “new” elements of the mar-
keting mix, namely personal or professional relationships. This element is also discussed 
further on in this module in study unit 13. 

291Let us look at an example of how the service marketing mix is applied by an insur-
ance company: 
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292A package of security

293I-secure is an organisation that endeavours to project an image of a company that deliv-
ers a price-competitive insurance package, combined with excellent customer service 
when providing insurance quotes and handling of claims. This image is established and 
maintained by consistent management of the service marketing mix. The product that 
is delivered is flexible in terms of its features and price; customers are able to secure 
an insurance package by merely phoning the company, e-mailing it or visiting one of 
the company’s branches (place), which project an image of a hugely successful company 
(physical evidence). Employees are well trained in handling customer (people) queries in 
every interaction with the firm (processes) in order to secure long-term personal relation-
ships with satisfied clients. Finally, the promotion campaigns reinforce the company’s 
aim to provide full coverage to clients at an affordable price. The service package that 
I-secure offers its clients is therefore driven by a cohesive and focused service marketing 
mix that promotes the image that the company’s management has set out to project. 

295Please note that study unit 14 addresses an important aspect of services marketing, 
namely service recovery.

296

54.2 Self-assessment

297

298You have now completed this study unit and should be able to answer the following 
question:

 y Briefly explain the elements of the service marketing mix.

299

4.3 Reflection

300The service product is much more than just the service that is rendered when the cus-
tomer stands before you as the service provider. It also consists of the price the customer 
has to pay for the service, the marketing message that the customer has at his/her dis-
posal when deciding to buy the product or not, and finally the surroundings where the 
transaction takes place. These elements are in fact the need-satisfying elements of the 
service offering. 
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301

4.4 Summary

302

303In this study unit we introduced you to the service marketing mix, by adding three ad-
ditional elements to the traditional marketing mix. These elements are people, processes 
and physical evidence. We also proposed that an extra element be added, namely per-
sonal or professional relationships. These “new” marketing mix elements are added to 
the traditional elements of product, price, promotion and place (distribution). We also 
indicated where the additional three service mix elements (or four if relationship building 
is added) will be discussed in the forthcoming study units.   

304

305

306

307

301
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study unit 5
The service product: service quality

308Introduction

309When walking into a store and receiving bad service such as having to stand in long queues, 
dealing with unhelpful cashiers or, simply put, receiving inadequate service, customers 
experience low service quality. When walking into a store, customers expect to be treated 
according to the saying “the customer is always right”. Service forms a large part of the 
experience that customers have when coming into contact with an organisation. You 
cannot buy food from a fast-food store without experiencing the service from a cashier 
or waiter. The challenge for that waiter at the fast-food store is to consistently provide 
the same high-quality service to all the customers. If a customer experiences consistent 
high-quality service, the customer is more likely to return to the specific fast-food store 
and thus become a loyal customer. Loyal customers are important for organisations if 
they want to stay relevant to the market and retain a competitive position.

310Overview of this study unit

311The initial expectations that a customer has before experiencing a service and the level 
of satisfaction that customers experience after having experienced the service form the 
central focus of the service provider. Customer expectations and customer satisfaction 
are central to the service provider as it is these components that might lead to customers 
repeatedly making purchases from the same organisation. Think about this: you return to 
the same hair salon or barber because you had a specific haircut in mind (expectation) and 
when you visited your usual hair salon or barber, you got exactly what you wanted (high 
level of satisfaction). You return to the same hair salon or barber because you know that 
you will be satisfied with the service that you are provided with there. Think of a service 
organisation that exceeds the customers’ expectations through the service it provides.

312You will need approximately four hours to work through this unit to ensure that you 
understand the topics covered.

Contents

Key concepts

5.1 Concept of quality
5.2 Other perspectives of service quality  
5.3 Dimensions of service quality 
5.4 Customer-defined service standards
5.5 Measuring service quality
5.6 The Gaps model of service quality
5.7 Self-assessment
5.8 Reflection
5.9 Summary
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Key concepts

313

314You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y quality
 y service quality
 y difference between product quality and service quality
 y measuring service quality

5.1 concept of quAlity
315

6(Study section 2.2 to 2.4 in your prescribed book.)

316

317Service quality is often the deciding factor for customers when trying to choose between 
two or more different service providers. Think of cellphone service providers. The major 
cellphone service providers are MTN, Vodacom and Cell C. They all provide a cellphone net-
work, but they also offer a number of different service packages. There call centre's also 
provide part of the total product. It is important to understand that product quality and 
service quality may differ from company to company.

318Jane and Mary have different views about the level of service quality that they receive 
from the service provider despite them using the very same product and paying the very 
same price. The different views that these ladies have of the quality of the service that 
they receive is due to the different perceptions they have of what high service quality 
means. Because different customers have different perceptions, companies must strive 
to provide consistent high-quality service. Service is considered a competitive advantage 
for companies. Depending on the type of service that an organisation provides, there are 
several different approaches to defining service quality:

 y Transcendent approach. The quality of the service is part of the service experience, and 
therefore as it might differ for each customer it does not have a finite definition. Think 
of a circus experience. Thabo may have felt that it was an awesome circus experience, 
whereas Lindi did not enjoy it because she is afraid of elephants and clowns.

 y Product-based approach. The quality of the service is based on the number of added 
extras the product has. For example, these added extras can relate to cellphones. 
Most students would prefer an iPhone for the possibility of downloading applications 
(apps), whereas the grandparents of these students may not necessarily regard this as 
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important. They just need a cellphone to make calls and perhaps have a phone that 
has larger buttons for ease of typing SMSs when necessary.

 y Manufacturing-based approach. Any service product needs to comply with certain 
requirements in order to be considered high quality. When ordering food at a res-
taurant, you would expect the food to be on clean dishes and for the food to be the 
correct temperature. 

 y User-based approach. The quality of the service depends on the customer. Sandy goes 
to restaurants often so she may feel that the service at a certain restaurant is poor 
while Kevin who rarely goes to restaurants may feel that the service at that same 
restaurant is good.

 y Value-based approach. The quality of the service is judged on the cost and price in-
volved. Megan may feel that driving from Johannesburg to Durban to purchase a good 
car is value for money. Megan purchases the car at a reasonable price, the condition 
of the car is excellent and the cost involved to travel to fetch it is not a major factor.

5.2 other perspectives of service quAlity

319

7(Study section 2.6 and 2.7 in your prescribed book.)

320The first service quality experts suggested that service quality be measured by means of 
technical quality, functional quality and the image of the service provider. This measure-
ment can be illustrated by means of the hair salon example where the hairdresser washes 
and styles your hair (technical quality). The manner in which he/she performs the task 
such as being friendly and being gentle while performing the tasks is called functional 
quality. The combination of technical and functional quality determine the hair salon’s 
quality image. 

321Other experts argue that service quality, being intangible, should be measured based 
on customers’ expectations and experiences. The customer expectations that are met 
indicate that the customer will experience customer satisfaction, whereas not meeting 
the customer expectations will lead to customer dissatisfaction. Thus, service quality is 
a prerequisite for customer satisfaction. The difference between service quality and cus-
tomer satisfaction is that service quality is a perception, whereas customer satisfaction 
is an encounter-specific assessment. For example, Ian has a positive perception about 
the service that Moyo Restaurant offers, but has never been there so he does not have a 
customer satisfaction report.

322

323
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5.3 dimensions of service quAlity
324

8(Study section 2.8 in your prescribed book.)

325

326The dimensions of a service is used to measure service quality. These dimensions are 
described as follows:

 y Assurance. When a client enters a sports equipment store, the employee should have 
knowledge about the equipment and know how to use the equipment. While ex-
plaining the sports equipment to the customer, the employee should explain this in 
a courteous manner. The customer should have a sense of trust that the employee 
knows what he/she is talking about and feels confident that it is correct

 y Empathy. The employee should be concerned about helping customers to the best 
of his/her ability, providing individual attention to the customer. 

 y Reliability. The employee should provide a service for a customer in a correct manner, 
ensuring that the customer receives the service that was expected.

 y Responsiveness. The service provider should be able to respond to the customer by 
paying attention to the query and providing the service as requested.

 y Tangibles. This is the appearance of the facilities and the elements within the facility in 
which the service is provided. In a hair salon, it may be the appearance of the building 
in which the hair salon is located, the appearance of the interior of the building and 
the decor. The appearance of the staff also plays an important role.

327The key to accomplishing the service quality that may lead to a competitive advantage 
is to meet or exceed customers’ expectations of each of the service quality dimensions. 
The key to achieving the competitive advantage is to meet or exceed these expectations 
on a consistent basis, more so than do competitors.  Communicating the level of service 
that is offered to customers can give customers a better understanding of what they can 
expect from the service provider.

5.4 customer-defined service stAndArds
328

9(Study section 2.9 up to 2.9.1 in your prescribed book.)

329

330All organisations want customers to return and make more purchases of their products 
and services. By returning to the organisation to make repeat purchases the customer 
engages with the organisation over a long period of time therefore establishing a long-
term relationship. In order for organisations to ensure that customers continue to make 
repeat purchases, the organisation should continuously satisfy the customers’ need for 
quality services. 
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331If a service is not of a high quality, then the customer will experience dissatisfaction and 
most likely decide to make use of another service organisation’s services. Therefore it 
is important that the organisation understand the expectations customers have of the 
service organisation. In addition, the service organisation has to understand how well it 
is meeting those expectations in order to understand where it can improve in its service 
offering. There are a number of actions the organisation can perform in order to man-
age the customer service quality expectations. These actions relate to listening skills, 
reliability, service design, basic service delivery, recovery, assurance and empathy. Think 
of any other actions that the organisation can perform to manage the customer service 
quality expectations.

5.5 meAsuring service quAlity
332

10(Study section 2.10 and 2.11 up to fig 2.3 in your prescribed book.)

333

5.5.1 servquAl
334Service quality cannot be evaluated on a single criterion. There are many criteria that make 
up a service. When you go a restaurant, you not only assess the food, but the decor, the 
staff friendliness, the state of the bathrooms and the presentation of the food. This is why 
service quality’s most well-known measurement instrument – the SERVQUAL – measures 
service quality according to a number of criteria. 

335SERVQUAL bases its evaluation on the customers’ expectations and service provider per-
formance. SERVQUAL uses an equation that illustrates how it is evaluated. The SERVQUAL 
equation is as follows: SQ = E – P. 

336The equation is the service quality which subtracts the service provider’s performance (P) 
from the customers’ expectations (E). If the service provider’s performance is higher than 
the customers’ expectations then the service quality will be high. When the customers’ 
expectations are greater than the service providers’ performance, then the perception  
of service quality will be low. This low service quality indicates that there is something 
missing from the service; this missing element can also be called a gap. Different types of 
gaps might exist between what the customer expects from a service provider and what 
his experience is  of the service that he eventually receives. These gaps are addressed in 
the “Gaps model of service quality”. The Gaps model is discussed later. The SERVQUAL 
instrument, which measures both the customer’s expectations and service experiences, 
does so in terms of the dimensions of tangibles, reliability, responsiveness, assurance, 
empathy and tangibles.
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5.5.2 servperf: performance-only measures of service quality 
337SERVPERF is another technique for measuring service quality. SERVPERF is used to rate 
only the service provider’s performance and avoids measuring the customer's expecta-
tions. SERVPERF is sometimes seen as being able to explain more of the differences in 
service quality than SERVQUAL. The performance-only measures of the service quality’s 
measuring instrument make use of graphical feedback rating scales with the smiley faces 
representing customer experiences. 

5.5.3  importance-performance approach to measuring service quality
338With this technique the elements of a service can be defined in terms of their importance 
to customers. This measuring instrument then calculates service quality by subtracting 
importance from performance. The equation would be as follows: SQ = P – I.

339We will now discuss the Gaps model of service quality. 

5.6 the gAps model of service quAlity
340

11(Study section 2.13 in your prescribed book.)

341

342The Gaps model is specifically based on the SERFQUAL technique for measuring service 
quality. There can be a gap between the customer’s expectations and the customer’s 
experiences. Four gaps exist and if closed would improve the service quality perceptions 
of customers.

343 The four gaps that if closed could improve perceptions of service quality are as follows:

 y Gap 1 is the knowledge gap. The knowledge gap is the difference between what con-
sumers expect of a service and what management perceives consumers expect. There 
are many consequences of the service provider not understanding what customers 
expect. These consequences can be prevented if the organisation communicates with 
the customers or conducts research.

 y Gap 2 is the standards gap. This is the difference between what management thinks 
consumers expect and the quality standards that management thinks are sufficient. 
Management should try to set standards that will improve the service, by setting 
service delivery goals and accomplishing these goals.

 y Gap 3 is the delivery gap. This represents the difference between quality standards and 
the actual service quality delivered. If the actual service delivery is not according to 
the standards then the organisation should take steps to improve the actual service 
delivery. Employees should receive support from the organisation to ensure that the 
standards are met and preferably exceeded. 

 y Gap 4 is the communication gap. This is the difference between the actual service 
delivered and the quality of the service that the organisation said it would deliver to 
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the customers. Service organisations should not over-promise and should indicate in 
what situations the service delivery might be interrupted. 

Activity 5.1

344

345An insurance company that offers short-term insurance has promised in its advertising 
that it will respond to its customers’ car accident within 24 hours (one day). This will oc-
cur after the proof of the car accident and the fact that it was not the customer’s fault 
has been provided. However, this is found not to be the case and the funds are only 
released within 96 hours (four days) after the car accident proof has been provided. What 
type of gap would this be in the Gaps model of service quality? Give a brief description 
of the gap. Explain what the insurance company could have done to prevent the gap.

346

Feedback

347The scenario above represents Gap 4: the communication gap: matching performance to 
promises. The communication gap is the discrepancy between the actual quality of the 
service delivered and the quality of the service described in the company’s external com-
munications. Promises made by the service organisation through its marketing commu-
nication programmes may raise customer expectations and serve as a standard against 
which customers access service quality. The difference between the actual and the prom-
ised service may result in dire consequences if a negative gap exists. Over-promising can 
be considered to be breaking a promise and customers do not respond well to broken 
promises.

348The insurance company could have changed its promise of the funds being released 
from 24 hours (one day) to a more realistic time period as the customers will have high 
expectations based on the insurance company’s promises. Customers might decide to 
switch to another insurance company that will be more realistic with its promises. The 
insurance company could then also have mentioned other factors that might have an 
effect on the time that the funds would be released such as the type of accident, the 
person responsible for the accident, and the amount that would have to be released that 
might take longer in terms of the approval time.

349

350

351
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352

5.7 Self-assessment

353

354You have now completed this study unit and should be able to answer the following 
questions:

3551  A certain car offers additional extras on its standard model such as air conditioning, 
electric windows and power steering. Which approach to defining service quality 
does this relate to? What are the reasons for this?

3562  The cashier at the grocery store was rude and unhelpful. Which dimension of 
service quality does this scenario relate to and why?

3573  The manager of an electronic parts shop decides to determine how satisfied his 
customers are with the products he supplies and the advice that he gives. He 
has asked you to assist him with the research project. Propose to him that he use 
SERVQUAL for measuring service quality. Explain to him what this technique is all 
about. 

3584  Based on the scenario in question 3 above, assume that he finds that many people 
visit his shop without getting the product that they are looking for. Explain to him 
the Gaps model of service quality and indicate which gap needs to be addressed, 
based on the experience that customers have (as indicated above).

359

5.8 Reflection

360You should be aware of the different approaches to define service quality. There are also 
different dimensions of service quality that might appeal to customers and there is a Gaps 
model of service quality that indicates what possible reasons there are in the failure to 
offer the quality service that customers expect. Do you know what the different gaps are 
in service quality and why they may affect service quality negatively?

361

362

363

364

365

366
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367

125.9 Summary

368

369In this study unit, we provided an introduction to the concept of service quality, which, 
inter alia, includes the transcendent approach, product-based approach, manufacturing-
based approach, user-based approach and value-based approach. The dimensions of 
service quality form the basis for measuring service quality by means of the SERFQUAL 
technique. The Gaps model of service quality indicates the diff erent reasons that could 
lead to the gap between the customer’s experiences  and the customer’s experiences of 
the delivered service, which includes the knowledge gap, the standard gap, the delivery 
gap and the communication gap. 

370

371

372

373

367
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study unit 6

The service product:  designing and developing 
service products

374Introduction

375When designing a product, the organisation has a set process to follow. When designing 
a new service, the process is relatively more difficult. The service offering needs to be 
developed and designed so that the service provider knows that the service being pro-
vided is at its best. As service quality can differ from company to company, each company 
would like to have its own unique service offering style. There is a need to ensure that 
the service offered undergoes a step-by-step process through development to ensure 
an optimal service offering.

376Overview of this study unit

377Service design is the basis for the development of a service so that the parties involved 
deliver or receive the expected service offering. Service design is followed by new ser-
vice development that ensures that the characteristics that a service provider wish for 
the service to have are included in the service offering. This is a process of idea genera-
tion, the development of service delivery techniques and then right through to service 
implementation. Building this service architecture includes service blueprinting and other 
steps to ensure that the service is structured so that the optimal service is delivered to 
the customer.

378You will need approximately two hours to work through this unit to ensure that you 
understand the topics covered.

Contents

Key concepts

6.1 The unique demands of service design
6.2 New service development
6.3 Self-assessment
6.4 Reflection
6.5 Summary

379

380

381
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382

Key concepts

383

384You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y service design
 y service development
 y service architecture

6.1 the unique demAnds of service design
385

13(Study section 5.2 in your prescribed book.)

386

387Services are difficult to standardise as they are performed by human beings who vary in 
character. Those who receive the service also differ in character and therefore may per-
ceive the service differently. Thus, before a service can be rendered, there needs to be a 
clear description of the service in order for all those involved to have a common concept 
of what the service entails. The service rendered needs to meet the needs of the target 
market. Services offered can also have different dimensions and the communication that 
takes place between the service provider and customer is important and should be based 
on customer’s needs and service requirements. 

388Service design and development allow the company to make sure that they are offering 
the service that will meet customers’ expectations. This is where the service idea is gen-
erated and thereafter the service design goes through a process where it is developed 
and tested by staff and customers in order to see the reactions of those involved in the 
service delivery. Imagine you enter a restaurant where there has been no service design 
and the staff or waiters at the restaurant each do their own version of the service that 
they think is appropriate. Would you be happy with service where staff reacts in a service 
encounter as they please?

389
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6.2 new service development
390

(Study section 5.3 in your prescribed book.)

391There are a number of factors that influence new service development and design. These 
are discussed below.

6.2.1  basic principles of the service development process
392Three basic principles form the basis of a proper service development and implementation 
process. You will notice that the discussion below differs from the one in the textbook:

 y Being objective rather than subjective. Management should avoid subjective participation 
in the service development process and should rather consider the wants and needs 
of the customer objectively in the pursuit of creating a fact-driven service design.

 y Having a detailed and methodical service development system that is not vague and 
philosophical. The service development system should state exactly how the process 
will be structured which should be in a logical manner. Management should avoid 
grand ideas that have no structure to support them. 

 y Having the new development system incorporate inputs from those involved in the service 
encounter who are the staff members and the customers. The inputs from frontline em-
ployees will especially assist in the service design, as they are knowledgeable about 
the organisation’s capabilities as well as about the customers’ wants and needs. The 
customers’ input is also essential as they provide invaluable input on how they might 
prefer the service to be delivered.

6.2.2 new types of services
393It is not necessary that the new services show major changes. New services can mean 
a service that has been slightly adjusted, that is a small change that makes a significant 
difference to the service offering. There are a number of “new” services that can be dis-
tinguished, which include the following:

 y Innovations which are completely new services that have never been provided. Internet 
purchasing was an innovation that many service providers implemented over the last 
decade. Three categories of innovations exist: service innovations, process innovations 
and supplementary/augmented service innovations. 

 y New services for an existing market. This is where a service provider attempts to add 
additional services to the existing customer base.

 y A new market for existing services. This is where a service provider widens its customer 
base by offering its services to other customers.

 y Line extensions which include both service line extensions as well as process line  
extensions. A service provider that makes additions to the existing service line is 
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known as a service line extension whereas a process line extension is a distinctive new  
manner of delivering the existing service to customers.

 y Service improvements. These are improvements to the attributes and features of an 
existing service.

6.2.3 phases in new service development
394

(Study section 5.3.3 and section 5.4.1 in your prescribed book.)

395As there are many conditions in the service environment that result in fast-changing market 
conditions, some of the steps in the service development process may run concurrently. 
The phases in new service development will be discussed below:

 y Step 1: Idea generation

396Creative thinking is necessary when creating a new service, which can take a number 
of forms. Formal brainstorming, employee input, user research and formal competitive 
analyses are just a few. After-sales evaluation are another consideration for the idea gen-
eration that has to be included in the thinking process.

397Other considerations regarding the new service generation include a formal structure in 
which idea-generation activities must be conducted by the new service development 
team. There needs to be a set structure that ensures that the ideas are generated inter-
nally by a new service development team within the organisation, or else an external 
agency can assist with the generation of new ideas. Mention any other methods that 
can be used to generate ideas. 

 y Step 2: Service concept development and evaluation

398As with any plans or goals that are set, the service idea needs to be aligned with the 
existing organisational strategies and activities. The service idea should also align with 
the existing service strategy as this serves as an overall guideline for what type of service 
the organisation wishes to deliver to the customers. The manner in which the service will 
be delivered to the target market as well as the required resources that will serve the 
delivery well will also need to be determined.

399The proposed service features and attributes of the service need to be established and 
clearly stated in order to avoid under-delivery on the part of employees. To ensure that 
the features and attributes are understood, they should be in written format, in the form 
of a service design document which will also include the user costs for the customer, in 
terms of the monetary costs as well as psychological costs among others. 

400The essence of the service design document is to include all details of the service that are 
proposed to be implemented. Once the service design document has been completed, 
which includes all the necessary detail clearly describing every aspect of the service, the 
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service is to be evaluated. The service evaluation is the process of asking employees and a 
select number of customers if they understand the proposed service. This allows customers 
the opportunity to give input regarding the proposed service before it is implemented. 

401Based on the service design document and the evaluation provided by customers and 
employees, the service organisation can now perform projections on the costs involved 
and the profitability of the proposed service.  

402A good example of how a service design document can be formalised is by way of “ser-
vice blueprinting”. This technique serves as a map that illustrates the service in terms of 
the process of how the service is delivered, at which point and the roles of the relevant 
parties involved. All activities in the service process are included to illustrate the entire 
service process, from the perspective of the employee as well as of the customer. This 
includes the support processes and line of interaction both internally and externally. 
Service blueprinting is an important technique to be utilised in service development. 
This technique is discussed in section 5.4.1 and must be studied.

 y Step 3: Implementation of the service concept

403Implementation of the service concept entails the following two phases:

404Service development and testing. The plan of the service concept has to be produced 
now that the service concept has been refined. The creation of a "new" service blueprint 
needs the input of a number of parties, including customers and staff at all levels of the 
organisation. A new service can be developed by means of a prototype of the service 
which can be tested by means of usability tests and collecting customer feedback. This 
feedback can be collected throughout the launch process of a new service.

405Market testing. Testing the new service in isolation will be difficult as the same delivery 
system is used as that of the current services. The market test can be conducted for a 
limited time for employees only, hypothetical marketing mixes can be presented to cus-
tomers, and pilot testing (test marketing) can be made use of in a limited market. Although 
these are only tests, the tests are able to provide actual data regarding the profitability 
and feasibility of the new service.

406 

407

408
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 y Step 4:  Commercialisation

409Internal marketing can be used to target employees to buy into the new service especially 
those that deliver the new service.

 y Step 5: Post-introduction evaluation

410This serves as a report of the reactions to the commercialisation phase by employees and 
customers alike. The results then give an indication of where the organisation can make 
changes to the delivery of the new services. 

411

Activity 6.1

412

413Menlyn Park shopping centre extends its shopping hours on a weekend. What type of 
new service does this represent? Give reasons why?

414

Feedback

415

416The scenario above represents service improvements in the types of new services to be 
delivered. This is a change to the features or attributes of services that are already on 
offer. Menlyn Park shopping centre has extended its trading hours on a weekend which 
makes it convenient for its shoppers to go shopping. 

417

146.3 Self-assessment

418

419You have now completed this study unit and should be able to answer the following 
questions:

4201  Discuss the principles of the service development process. (Combine the three 
principles that are discussed in the study guide with the ones in the prescribed 
book.)

4212 Briefly list and discuss the phases in new service development.

4223  What is the difference between new services for an existing market and a new 
market for existing services as types of new service products? 
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4234  Jonathan owns an internet café in a student village. He decides to add computers 
to his existing internet café in an eff ort to improve the service that he off ers. What 
type of new services would this relate to and why?

424

6.4 Refl ection

425By now you should be aware of the diff erent types of new services and that even a small 
change can make a diff erence to an existing service. It is important for service organisa-
tions to realise that all steps in the new service development are important and that each 
step must be executed carefully in order to ensure successful introduction to the new 
service. Do you know the diff erent phases in service development?

426

6.5 Summary

427In this study unit, we provided an introduction to the important aspects of new service 
development. There are a number of diff erent types of service development and each 
have a diff erent eff ect on the customers and the organisation itself. The principles for 
eff ective service design were also discussed. Inter allia, the service strategy needs to be 
aligned with the organisational and marketing strategy. Once the service strategy has 
been formulated and has gone through the diff erent phases in the new service develop-
ment process, the new service can be tested in a limited market and once approved can 
be commercialised.

428

429

426
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study unit 7

Setting prices for service products

430Introduction

431Price is widely used in marketing to describe the amount of money that a buyer exchanges 
for a service received. What is interesting to note is that the use of price is often reserved 
for the use of physical products whereas rent, fees, tariffs, fares, premiums and rates are 
more commonly used within the services industry. Just think about the last time you 
paid for a service. Did you pay a fee (such as when visiting a doctor), a rate (such as the 
interest rate you pay for a car loan), or a fixed tariff for the service received (such as the 
waste removal service of the city council)? Price always plays an important role in con-
sumer decision-making not only for the cost involved in acquiring the service, but also 
in terms of its influence on customers’ perceptions and experiences. Price goes hand in 
hand with value, as all consumers want more value for money. The principle of value will 
be the focus point of this study unit.

432Overview of this study unit

433In this study unit we will show that setting prices for services is much more difficult than 
for tangible goods, mainly because of its characteristics of being variable (heterogeneous), 
intangible, inseparable from consumption and perishable. (In study unit 1 reference was 
made to these characteristics and these were discussed in some detail in the prescribed 
book.) Consequently, pricing of services is far more difficult than with tangible and stan-
dardised products, as the cost of manufacturing is quite easy to calculate, and adding a 
profit margin brings the final price to the fore. The principle of value and cost, as perceived 
by the customer, plays an important role in deciding what to charge for a service that 
is rendered by the organisation. Value, and its opposite, cost, will be the vantage point 
from which the pricing of service products will be discussed.

434You will need approximately two hours to work through this unit to ensure that you 
understand the topics covered.

Contents

Key concepts

7.1 The unique demands associated with the pricing of services
7.2 Customer value versus customer costs
7.3 Value-based pricing
7.4 Self-assessment
7.5 Reflection
7.6 Summary
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435

Key concepts

436

437You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y customer value versus customer costs
 y monetary versus nonmonetary costs
 y value-based pricing

7.1 the unique demAnds AssociAted with the pricing 
of services

438

15(Study section 6.2 in the prescribed book.)

439

440The pricing of services seems to be more complex and challenging than the pricing of 
physical products. Consumers often use price as an indicator in forming an expectation 
of a service. Price becomes even more important when consumers know little or noth-
ing about a particular service or its provider. The higher the price of an airline ticket the 
more you would expect from the airline, which makes logical sense. If you buy a ticket 
through Kulula you would automatically expect less from them. For example, you would 
not expect lunch on the plane or would maybe just expect a glass of water instead of a 
cold drink. However, if you decided to fly with South African Airways you could expect to 
pay more for the same ticket, but your expectations of the service would also be higher. 
Just think about the last time you paid a higher price for a service while at the same time 
also expecting more from it.

441The examples of Kulula and South African Airways above, and the one in the prescribed 
textbook (p 145), show how complex the pricing of services is. Relate these two practical 
examples to the major differences between the pricing of tangible products and service 
products discussed in the prescribed book. You will notice that the five points mentioned 
all apply to the two cases mentioned.  

442
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4437.2 customer vAlue versus customer costs

444

(Study section 6.3 in the prescribed book.)

445You must study this section carefully. Let us look at the two components of relationship:

 y Customer value

446Obviously customer value refers to the benefits that the customer gains from the use 
of the service. If the customer believes that the benefits are of minor importance in his 
life he or she would not be prepared to sacrifice a lot of time and money to acquire the 
service. For instance, many people regard the services rendered on an airline flight as of 
lesser importance, and are prepared to sacrifice these services if they can save a lot on 
the cost of the flight. In their case they would opt for flying with cheaper airlines, such as 
Kulula, with fewer bells and whistles. You will notice further on that this is one of the value 
options that customers consider when buying a service product (see section 7.3 below).

447You will notice that the textbook speaks about product value, service value, personnel 
value and image value (middle of page 147). I want you to ignore this classification and 
replace it with the service concept that is discussed in section 1.2 of study unit 1. What 
do you think are the values that a customer enjoys at the different levels of the service 
concept? First of all, what are these levels? Write down your answer and then compare it 
with the discussion of the levels of the service concept that are discussed in study unit 1. 

 y Customer cost

448This aspect is discussed in section 6.3.2 in the prescribed book. When thinking about 
the costs involved in purchasing a new car or a used one we often tend to think only in 
terms of monetary costs (in other words the car you bought cost you R189 000 includ-
ing all the extras). But what about the costs involved in looking for the right car in terms 
of how much time you have spent and how many sleepless nights you have had about 
whether you are making the right decisions or not. Even the psychological costs are often 
overlooked, for example the fear you might have that you might not be able to afford a 
new car at the moment. You face questions such as do you buy the new car or rather a 
pre-owned car or do you perhaps stay with your current vehicle.

449In the section that follows, we will discuss value-based pricing.
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7.3 vAlue-bAsed pricing
450

(Study section 6.5.3 and the whole of section 6.6 in your prescribed book.)

451In the previous section the concept of value was discussed. In section 6.5.3 the following 
four types of value options that customers can follow are mentioned:

 y Value means a low price.
 y Value is a good deal – good service for what I pay.
 y Value is quality service.
 y Value is the number of benefits received.

452The pricing strategies that an organisation could follow when presenting customers with 
these value options are discussed in section 6.6 of the prescribed book. 

 y Value means a low price

453The pricing strategies that can be used when customers perceive value as meaning a low 
price are discounting, penetration pricing, odd-even pricing and differential pricing. You 
must be able to discuss each of them in a short paragraph.

 y Value is a good deal – good service for what I pay for 

454Two pricing strategies can be used when customers are sensitive about the price they pay 
for the benefits they receive. These customers could be called “savvy” or “value-conscious” 
buyers. Price bundling aims to give the customer more for less, by adding related products 
to what the customer wants to buy. Complementary pricing offers the customers more 
than one option – usually a lower-priced option and a more expensive one.

455For example, airlines have different class seats within the plane such as economy class and 
business class or first class. These different classes represent different values for different 
customers which explain the major price differences between these classes.

 y Value is quality service 

456For some people quality plays a major role in comparing services. Marketers first need 
to find out what their target market perceives as quality services and then match this 
with an appropriate price. Market segmentation pricing means that the organisation 
also segments its potential market in terms of the market segment’s sensitivity to quality 
and then aims a specific service at the segment that is concerned with quality service. 
Value pricing will be used for those customers who believe that more services offered 
by the company constitute a better value. 
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 y Value is the amount of benefi ts received

457For some people services are compared in terms of the number of benefi ts that each of 
them off ers. Those customers who expect a number of benefi ts to accrue from using the 
service are usually not very price-sensitive and would be prepared to pay more for the 
product. The high price strategies of prestige pricing and price skimming are the most 
appropriate in this case.

458

7.4 Self-assessment

459You have now completed this study unit and should be able to answer the following 
questions:

4601 Explain why it is diffi  cult to set a price to an intangible service product.

4612 Briefl y discuss the relationship between customer value and customer cost.

4623  Explain what is meant by value-based pricing and the pricing strategies that could 
be used for customers that hold a particular value  perspective (the value options). 

463

167.5 Refl ection

464

465By now you should be aware of the importance of pricing to service organisations. It is 
also important to understand the link between value and cost and how a customer’s 
perception of this relationship will impact on the organisation’s pricing strategy. All of 
us are unique and we will all have our own idea of what value is (the value options) and 
what we are willing to pay for a service that off ers that particular value. The use of the 
traditional pricing methods of cost-based or mark-up pricing is not suffi  cient to address 
the diff erent value perceptions customers hold. Therefore we have focused on value-
based pricing in this study unit. 

466

7.6 Summary

467In this study unit we fi rst looked at the diffi  culties involved in setting prices for intangible 
services. We showed that services are priced primarily by looking at how customers per-
ceive the value of a particular service in relation to cost involved in acquiring the service. 
Based on the diverse perceptions customers hold of the value-price relationship (the 
value options), we have focused on value-based pricing strategies. 
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study unit 8 

Service marketing communication

468Introduction

469In the previous study unit we have looked at the different perceptions customers may 
hold regarding what they see as “good value” (section 7.3). This poses a challenge to the 
promotion efforts of an organisation because it has to fight for a chance to communicate 
to its customers about the specific “value” it offers. Marketing communication informs 
the target market about the services the organisation has to offer. It is also important 
that service organisations succeed in persuading existing and prospective customers 
that they understand them and are able to satisfy their needs by providing them with 
the value that they are seeking. 

470Overview of this study unit

471This study unit provides an overview of the marketing communications issues facing 
service organisations, including strategies that organisations can use when facing these 
challenges. Marketers need to synchronise and integrate the elements of the market-
ing communication value mix. These elements include advertising, sales promotion, 
direct marketing, personal selling, the internet, public relations and publicity, and word of 
mouth. This study unit will start by looking at the concept of integrated marketing com-
munications followed by unique marketing communication problems faced by service 
organisations. The study unit concludes with a look into the strategies that can be used 
by service providers to match the service promise with delivery.

472You will need approximately two hours to work through this unit to ensure that you 
understand the topics covered.

Content

Key concepts

8.1 Integrated marketing communications
8.2 The unique demands of service marketing communication
8.3 Self-assessment
8.4 Reflection
8.5 Summary

473



 61 MNM3713/1

474

Key concepts

475You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y integrated marketing communications
 y service promises
 y customer expectations
 y customer education
 y internal communication

8.1 integrAted mArKeting communicAtions
476

(Read through sections 11.1 and 11.2 in your prescribed book.)

477As is the case with physical products, a service product marketer needs to communicate 
with customers through a variety of media which must be combined in a “communica-
tion plan” that ensures that the company and its services are optimally exposed to the 
organisation’s target audience at the lowest possible cost. The textbook makes the fol-
lowing point about integrated marketing communication: an integrated approach to 
marketing communication ensures that an organisation’s messages, positioning and use 
of communication tools (elements) are coordinated and consistent. This synchronised 
approach is particularly valuable in respect of services, where there are generally very 
few or no physical components of the services that can be used to differentiate them 
from other products. 

478The Hungry Joe example below emphasises the importance of integrated marketing com-
munication. Hungry Joe made a mistake and had to respond quickly to this. If Hungry Joe 
remained consistent in its message and loyal to its positioning it could have prevented 
this whole embarrassing incident. 

479
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480Flop the burger

481Fast Food company Hungry Joe, with 15 branches nationwide, has been left red-faced 
after a R10 ‘Wow Wednesday’ rib burger promotion which consumers have described 
as a farce.

482With no limit on the number of R10 rib burgers per order, and no restriction on phone 
orders, Hungry Joe stores around the country quickly ran out of stock. According to social 
media representatives, many Hungry Joe outlets had run out of stock by mid-morning.

483Angry customers took to Twitter, Facebook and HelloPeter to complain about false ad-
vertising and a time-wasting exercise, with reports of telephonic orders of 160 burgers 
at a time, and queues stretching around the block. 

484On these media platforms the message went far and wide about “queuing for hours” 
due to “inadequate planning by SA’s most overpriced burger joint”.

485Over 100 complaints relating to the R10 special have been posted to reputation website 
HelloPeter.com alone.

486           *******

487By midday on Wednesday, Hungry Joe had issued the following apology on its Face-
book page: “We never intended to mislead anyone – and have had to face some serious 
lessons this morning! We’re very sorry we can’t feed everyone, but hopefully we can 
make it up to you in the near future.”

488“The demand today has been nothing short of stratospheric. Companies have literally 
been ordering 100s at a time, customers 50 at a time and some stores have had to 
bypass the ‘no limit per person’. Some stores have cancelled phone orders – it’s just 
been kinda crazy.”

489An hour later, under the title of ‘Breaking News’, Hungry Joe announced via Facebook 
and Twitter a new R10 special on a different burger variety, but the damage to the 
brand’s reputation online had already been done.

491Did you notice that Hungry Joe used Facebook and related social media platforms 
to communicate with irate customers who complained? Do you think that only Facebook 
users were upset about the state of affairs? Is this a case of an integrated marketing com-
munication effort? Certainly not! As you work through this study unit think back on the 
Hungry Joe fiasco and decide how you would have handled it.



 63 MNM3713/1

8.2 the unique demAnds of service mArKeting 
communicAtion

(Study sections 11.3 and 11.4 in your prescribed book. We follow a different 
layout from the one in the textbook. Question 2 in self-assessment further on 
is based on this section. This is a likely question in the examination.)

492In the textbook four communication demands are identified that an organisation needs 
to address in its communication campaign. They are ensuring that unfulfilled service 
promises are kept, that service expectations are addressed, that customers are educated 
properly and that communicating with “internal customers” is good. 

493However, before you start to study these demands and how it should be addressed you 
must go back and read through section 5.6 in study unit 5 on the Gaps model of service 
quality, and take specific note of Gap 1 and 4. You will notice that Gap 1 is the Knowledge 
gap and Gap 4 is the Communication gap. You must relate these gaps to the four com-
munication demands that are mentioned above.

494Let us now briefly look at the four communication demands as well as the strategies to 
address these demands:

 y Addressing service promises

495All of us can think of many instances of where organisations/businesses make claims 
about their product that can hardly be met. Just spend a bit of time watching TV and 
try to identify the ridiculous claims that are made by many of the advertisements. When 
buying services customers find it even more difficult to ascertain whether the service 
provider’s claims are true. Read section 11.3.1 in the prescribed book now. 

496A marketer has to take certain steps to prove to customers that the promises made about 
its services are true. Section 11.4.1 in the prescribed textbook aims to address these ac-
tions of organisations, but falls far short. Rather ignore this section and in its place study 
section 3.4.1.3 in chapter 3 of the prescribed book. When studying this section focus on 
the communication actions that a service company can utilise to give substance to its 
service promises.

 y Addressing customer expectations

497This communication demand is very much related to the one above. The perspective 
here is that based on the communication claims made in marketing communications 
and through other actions of the organisation certain expectations are created among 
customers about “what they expect to get”. Now study section 11.3.2 in the prescribed 
book. Service expectations are also encapsulated in Gap 4 of the Gaps model. The actions 
to be taken to bridge this gap are discussed in section 11.4.2 of the textbook.

498
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 y Addressing customer education

499This shortcoming is discussed in section 11.3.3 of the prescribed book and how it should 
be addressed is covered in section 11.4.3. In short, due to the service characteristic of 
inseparability (see section 1.2.3.2 in chapter 1 of the prescribed book) customers are 
usually physically present when a service is rendered. The way they will act will have an 
important impact on the success of the interaction between the service provider and the 
client. The extent to which customers act appropriately during the contact situation will, 
inter alia, be determined by how well the customer has been “trained”.

 y Addressing internal communication

500The need to communicate with employees about what the needs of customers are and 
the way they have to contribute to customer satisfaction are discussed in sections 11.3.4 
and 11.4.4. Again, due to the service characteristic of inseparability (section 1.2.3.2 in 
the prescribed book) employees are usually physically present during service delivery. 
A poorly trained service provider will therefore have a profound effect on how well 
the organisation copes in the marketplace. Do you not agree that it is astounding that 
many organisations have “front-end contact personnel” that hardly convey a message 
of professionalism and product knowledge? This shortcoming should be addressed by 
“internal marketing”.  

8.3 Self-assessment

501You have now completed this study unit and should be able to answer the following 
questions:

5021 Briefly explain what is meant by “integrated marketing communication”.

5032  A service organisation has to contend with four demands being placed on its 
marketing communication effort. Discuss each of these communication demands 
and show how these demands should be addressed. In the examination we may 
also ask you to discuss any one of these communication demands separately.
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8.4 Refl ection

504In this topic, which started with study unit 3, we discussed three of the service marketing 
mix elements, namely the service product, service pricing and service marketing com-
munication. You should now realise that the demands placed on service companies to 
develop these three marketing mix elements are quite astounding and that the marketing 
principles involved are unique. In the following topic the fourth service marketing mix 
element is discussed, namely the “place” instrument. In the case of a service product the 
place instrument is very important, because that is where the customer meets the service 
provider – usually in a face-to-face scenario. We will call this topic “Service delivery” and 
the study units of this topic involve all those elements that have an infl uence on the place 
where the customer meets the service provider.

8.5 Summary

505In this study unit we looked at the concept of integrated marketing communications 
followed by unique marketing communication demands faced by service organisations. 
We also provided an overview of the marketing communications actions that marketing 
management could take to address these demands. These four communication demands 
and how they should be addressed were related to service promises, customer expecta-
tions, customer education and internal communication. 

506
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topic 4

service delivery: the place decision 

507By now you should know that the service marketing mix consists of seven elements or 
decision areas. If you cannot remember these then revise study unit 4. We have already 
discussed three of these elements, and will now discuss the remaining four.

508Distribution of the service product (the place element), the processes of interacting 
with customers, the role of people (employees and customers) during service delivery 
and the physical environment/evidence where the service is rendered are the aspects 
discussed in the next four study units under the following headings:

509Study unit 9: Service delivery: distribution of services and the service delivery processes

510Study unit 10: Service delivery: the role of employees

511Study unit 11: Service delivery: the role of customers

512Study unit 12: Service delivery: the role of physical evidence

After studying this topic, you should be able to

 y explain the different levels of physical contact with customers and how they 
can be reached through the use of intermediaries

 y discuss the roles of employees in service delivery and how an organisation 
should manage these service providers by means of a service culture, their 
employment practices and internal marketing

 y explain the roles that customers play in service delivery and how the organi-
sation can enhance a positive contact situation with customers

 y discuss physical evidence as a form of communication with customers at 
different levels of awareness

513

514
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study unit 9

Service delivery: distribution of services and the 
service delivery processes
515Introduction

516Every service provider must understand and effectively manage the service delivery 
process. This is essential as customers will evaluate the organisation based on how well 
the service is delivered. If you walk into a fast-food outlet for example, and you are im-
mediately greeted by a friendly, well-dressed waitress who quickly seats you at a table, 
hands you the menu, informs you of the day’s specials and asks politely if you would like 
anything to drink, you will probably be satisfied with the service that you have received 
thus far. However, imagine if you had to wait 30 minutes without receiving any service 
at all. You would most likely be dissatisfied with the experience and might avoid going 
there in the future. It is therefore critical for organisations to design their service delivery 
process in such a way that they provide customers with a level of service that exceeds 
their expectations. 

517

518Overview of this study unit

519Poor service delivery can greatly affect an organisation’s reputation. It is therefore ex-
tremely important for service providers to ensure effective and efficient service delivery 
and that all people involved in the process are capable and are willing to carry out their 
roles. This study unit focuses on the decisions that service providers have to make in order 
to ensure that services are successfully delivered to their customers. 
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520You will need approximately two hours to work through this study unit and ensure that 
you understand the topics covered.

Contents

Key concepts

9.1 The nature of service interactions
9.2 Considerations in the service delivery process
9.3 Customer channel preferences 
9.4 The types of intermediaries in service delivery
9.5 Self-assessment
9.6 Reflection
9.7 Summary

521

Key concepts

522You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y service delivery process
 y service interactions
 y service delivery channels
 y distribution of the service
 y intermediaries in service delivery 

9.1 the nAture of service interActions
523

17(Study section 7.2 in your prescribed book.)

524

525One of the most fundamental factors that service providers need to consider when de-
signing their service delivery process is customer contact. Customer contact refers to the 
level of interaction that is required between the service provider and the customer in 
order to deliver the service, as well as the types of service delivery contacts that the 
service provider should consider. These two aspects are discussed in the section below. 
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9.1.1 levels of service contact
526As shown in table 9.1 below, services can be grouped into three levels of customer con-
tact: high-contact, medium-contact and low-contact services.

527Table 9.1: Levels of customer contact

High-contact-level 
services

Medium-contact-level 
services

Low-contact-level 
services

The customer’s presence 
is essential in the service 
delivery process.

The customer’s presence is 
essential for only a specific 
part of the service delivery 
process.

There is little or no physical 
contact between the 
customer and service 
provider.

For example, if you need 
your wisdom tooth 
removed or even a dental 
checkup, you will be 
required to physically meet 
with the dental surgeon 
in order for the service 
to take place. It would be 
impossible for the dental 
surgeon to perform the 
service without you being 
present. 

For example, if you’ve 
taken your coat to the 
dry-cleaner, you will only 
be required to be present 
when collecting your coat 
on completion of the 
service. It is not necessary 
for you to be there for 
the entire duration of the 
service.

For example, when you 
withdraw money from an 
automated teller machine 
(ATM), there is no physical 
contact between you and 
the actual service provider. 
In this case, it is considered 
more of a self-service.

9.1.2 the types of service delivery contact types 
528Service providers need to determine how the service will be delivered to the customer. 
Will the customer be required to visit the facilities of the service provider? Will the service 
provider go to the customer’s location in order to deliver the service? Can the service be 
delivered at arm’s length? 

 y The customer visits the service provider

529Many services require the customer to visit the facilities of the service provider in order 
for the service to be delivered. For example, if you would like to spend the night at the 
Radisson Blu Hotel in Sandton, you will have to go to the organisation’s facility in order 
to receive the service as the hotel cannot simply come to you. Similarly, if you are travel-
ling to Cape Town by airline, you will need to go to the airport in order for you to get 
onto the plane and head off to your destination. As customers are required to go to the 
organisation in order for service delivery to take place, site location is of great importance. 
Service providers therefore need to ensure that they choose the most suitable location 
in terms of convenience to their customers. 
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 y The service provider visits the customer

530It may be optional for a service provider to go to the customer’s premises to deliver the 
required service. However, many times this is unavoidable, especially when the object 
of service is immovable. For example, if you require a gardening service (lawn mowing, 
weeding and pruning) the service would have to be carried out at your home as it would 
be impossible for you to take your garden to the service provider. 

 y Delivering the service at arm’s length

531Service providers may also use telecommunications and other technology to deliver their 
services to the customer. For example, you may have received a service over the phone 
or the internet. Furthermore, think about ATMs or education via television broadcasting. 

532Some service providers will use a combination of these methods in delivering their ser-
vice. Consider FNB for example. A customer can visit the bank’s facility, use an ATM or 
even consider online, cellphone and telephone banking. In addition, FNB has offered a 
new delivery channel by allowing its clients to draw cash from supermarket tills. See the 
case study below.

533FNB clients to get cash from tills

534Johannesburg – First National Bank (FNB) customers will now be able to withdraw cash 
from retailers Pick n Pay Stores and Shoprite Holdings in an effort by the bank to stem 
foot traffic to branches and cut transaction costs, Business Day reported. 

535FNB, a division of Firstrand, is joining the push by banks worldwide to offer new delivery 
channels and take advantage of mobile technology. 

536The publication reported CEO of FNB Michael Jordaan as saying: “FNB cheque cards now 
enable cash back at both Pick n Pay and Shoprite Checkers.” The facility is reportedly 
available to FNB gold and platinum cheque account holders, with a 90 cents fee com-
pared to a R6 per R500 fee from ATMs (www.fin24).

538In the next section, we look at other considerations in the service delivery process.

9.2 considerAtions in the service delivery process
539

18(Study section 7.3 in your prescribed book.)

540

541The service delivery process refers to all the operational functions that together produce 
the core and augmented/supporting services. See fig 1.1 in study unit 1 again. 

542As an example, figure 9.1 illustrates the core and augmented/supporting services pro-
vided by a hotel
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543

Figure 9.1: Core and augmented/supporting services of a hotel (Lovelock & Wirtz 2011)

544As shown in figure 9.1, the core service is the basic benefit that the customer is buying 
from the service provider (overnight stay at the hotel). Surrounding the core service are 
the augmented/supporting services which enhance the core service (room service, park-
ing, meals, etc). It’s important to note that different hotels will offer different support-
ing services (eg some might offer entertainment, gym facilities or a cocktail bar). When 
studying this section in your prescribed book, you will notice that supporting/augmented 
services can be provided by both the service provider and intermediaries.

Activity 9.1

545

546Illustrate and explain the core and augmented/supporting services that together form 
Spur’s service offering. 

547

Feedback
548

549The core service represents the basic benefit that the customer is buying. In the case of 
Spur, as illustrated in figure 9.2 below, the core service is the food that will relieve the 
customer’s state of hunger. The surrounding augmented/supporting services enhance 
the core service. This includes the waiters/waitresses who will take care of the customer, 
bathrooms, available parking, payment method (Spur allows its customers to pay via 
credit card or cash). Spur also offers its customers the chance to enter into competitions, 
a play area for the kids and an opportunity to apply for a family card whereby custom-
ers can earn 5% of the value of their bill with every swipe. Thereafter, when a balance 
of R50 is reached, customers will receive a R50 Spur voucher loaded onto their card. It is 
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extremely important that the core and supporting services are available and accessible 
to customers as they can add great value to the customers’ experience. 

550

Figure 9.2: Core and supporting services of Spur (Lovelock & Wirtz 2011)

551Another important consideration for service providers is to ensure that the service is 
available when required, which reflects on the timing of service delivery. 

552Three important aspects regarding the timing of the service delivery need to be taken 
into account. These are discussed below.

 y Length of service delivery. Think about the time that you might have spent at a restaurant, 
bank, hotel, doctor, beauty salon, theme park or any other place of service. You will 
notice that the length of service delivery varies greatly between the different services.

 y Permanence of service delivery. This refers to the times that the service will be available 
to customers. For example, many McDonald’s outlets are open 24/7 to accommodate 
their customers. 

 y Payment for the service. Service providers will decide whether a customer’s payment 
should be made before the service delivery (eg when buying tickets to a concert 
or sports game), after the service delivery (eg only paying after you have received 
a haircut or after eating a meal at a restaurant) or prior to and following the service 
delivery. For example, Standard Bank offers an account pricing option whereby you 
pay a monthly fee which covers a certain number of transactions in a month. Once 
you exceed the limit in a month, fees are charged as you transact. 

553In the section that follows, customer channel preferences will be discussed. 
554

555
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9.3 customer chAnnel preferences
556

19(Study section 7.4 in your prescribed book.)

557

558Have you ever thought about what service delivery channels you prefer when you require 
a service? For example, would you consider online banking or do you prefer going to 
the bank’s facility and speaking to an employee face-to-face? There are four key drivers 
which determine the selection of service delivery channels:

 y With complex and high-perceived-risk services, customers prefer personal channels, 
for example face-to-face contact with a bank consultant when applying for a loan. 

 y Customers who have strong social needs may also prefer personal channels, for example 
lonely customers would prefer a higher level of interaction with the service provider.

 y Confident and knowledgeable customers will more likely use self-service and elec-
tronic channels. For example, if you are clued up on the process of online banking, 
you would be more confident using this method. 

 y Customers who value convenience may seek self-service and electronic channels. For 
example, ATMs offer efficient and easy access for withdrawing cash.

9.4 the types of intermediAries in service delivery
559

20(Study section 7.5.3 in your prescribed book.)

560

561Franchisees, agents and brokers as well as electronic channels are types of intermediaries 
that can be used to deliver the core and supporting services. These intermediaries are 
briefly discussed below.

 y Franchising

562Service providers (franchisors) may offer intermediaries (franchisees) the opportunity to 
use their brand name, reputation, business processes and formats in return for fees and 
royalties. Examples of service franchises include STEERS, Midas, Laundry Dynamics and 
Blockbusters Entertainment. Franchising is quite common in the fast-food industry and 
has been very successful. See the example of McDonald’s below. 
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563Success of the McDonald’s franchise

564McDonald’s has become the world’s largest chain of fast-food outlets, operating more 
than 31 000 outlets in 119 countries worldwide. More specifically, in South Africa the 
first McDonald’s outlet was opened in November 1995. Today, McDonald’s operates 
over 161 outlets in the nine South African provinces, namely Gauteng, Western Cape, 
Eastern Cape, KwaZulu-Natal, Mpumalanga, Free State, Northern Province, North West 
and Northern Cape. 

565South Africa is one of the most successful markets in McDonald’s international history. 
A record was set when South Africa opened 30 outlets in just 23 months, at one stage 
opening 10 outlets in 78 days. McDonald’s has already invested more than R750 million 
directly into the South African economy and is renowned for its training throughout 
the world. The company has trained and employed over 6 000 South Africans at various 
levels, including franchisees, restaurant managers and crew (www.scribd.com).

 y Agents and brokers

567Agents act on behalf of either the service provider or the customer and also have author-
ity to formalise agreements between the two parties.

 y Selling agents. These agents work with the service providers and have authority to sell 
their services. A travel agent may act as a selling agent. For example, a hotel owner 
may give exclusive rights to the travel agent to promote the property and book rooms 
on behalf of the hotel. 

 y Purchasing agents. These agents assist the customer. For example, an estate agent 
may act as a purchasing agent by searching, assessing and negotiating the purchase 
of property on behalf of the customer.

568Brokers bring buyers and sellers together and assist in negotiations. For example, stock-
brokers buy and sell securities on a stock exchange on behalf of clients. 

 y Electronic channels

569There are four main types of electronic channels that can be distinguished:

 y Service machines. For example, you can purchase movie tickets via a self-service kiosk 
located at cinemas.

 y Telephones. For example, OUTsurance has one of the largest call centres. You can call 
and speak directly to one of the representatives.

 y Internet. For example, if you plan to travel to Durban via an airline, you may decide to 
book your ticket online. 

 y Mobile channels. For example, you can consider cellphone banking. 

570It’s important for service providers to also look at the advantages and disadvantages when 
considering any of these intermediaries. These are discussed in your prescribed book.

571The service delivery process can greatly influence a customer’s satisfaction level with the 
organisation. It is therefore extremely important for service providers to consider all the 
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factors that could influence their service delivery, as this will enable them to design an 
effective and efficient service delivery process as well as the best channel to use in order 
to deliver their service.

572

9.5 Self-assessment

573

574You have now completed this study unit and should be able to answer the following 
questions:

5751  Discuss the different levels of service contact and contact types that a service 
provider should consider in service delivery.

5762  Discuss timing as an aspect to be considered in the service delivery process. Give 
practical examples.

5773  Identify the types of channel intermediaries and describe each of their roles, ad-
vantages and disadvantages.
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578

9.6 Refl ection

579By now you should have a good understanding of why it is important for service provid-
ers to be aware of the factors that infl uence the service delivery process. You should also 
have insight into the nature of service interactions, the service delivery channels that 
service providers can use and the role intermediaries play in the service delivery process.

580

9.7 Summary

581In this study unit, we provided an introduction to the important concepts discussed in the 
guide, namely the concerns and aspects that have to do with the service delivery process 
and the factors that infl uence this process. We began the study unit by discussing the 
nature of service interactions or contacts. Thereafter, we looked at the considerations in 
service delivery in terms of the core and augmented service features and the timing of 
service delivering. Lastly customer channel preferences and types of distribution chan-
nels were considered. 

582In the study unit that follows, the role of employees in service delivery will be discussed.

583

584

580
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study unit 10

Service delivery: the role of employees

585Introduction

586Employees play a fundamental role in the service delivery process and their behaviour is 
critical to the success of the organisation. Try to recall a time when you were extremely 
dissatisfied with the service that you received due to an unfriendly, incompetent or arro-
gant employee. Quite often, negative customer experiences are attributed to undesirable 
employee behaviour and attitudes. This can prove harmful to the organisation because 
if customers are unhappy with the service that they are receiving, they will simply go 
elsewhere to get it. It is therefore imperative for service providers to ensure that their 
employees understand what is expected of them.

587

588Overview of this study unit

589Service providers need to understand, manage and satisfy their employees if they wish 
to succeed, as satisfied employees are more likely to produce more, deliver better service 
and satisfy their customers. This study unit focuses on the roles and functions of employ-
ees in service delivery. Furthermore, important aspects that will be highlighted include 
organisational culture and structure, employee empowerment and internal practices.

590You will need approximately two hours to work through this unit and ensure that you 
understand the topics covered.

Contents

Key concepts

10.1 Service culture
10.2 Boundary-spanning roles of employees
10.3 Internal marketing
10.4 Strategies to deliver service quality through employees and external intermediaries
10.5 Self-assessment
10.6 Reflection
10.7 Summary
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591

Key concepts

592You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y corporate culture
 y service culture
 y boundary-spanning roles
 y internal marketing
 y service quality strategies 

10.1 service culture 
593

21(Study section 8.2.1 and 8.2.2 in your prescribed book. You must clearly distin-
guish between corporate culture and service culture.)

594The culture and values of an organisation play a big role in influencing an employee’s 
behaviour. In this section, we will briefly discuss corporate and service culture. 

 y Corporate culture

595Your behaviour and the behaviour of others are greatly influenced by the underlying 
values, norms and culture of an organisation. For example, think about a time when you 
attended a job interview. By communicating with the employer and employees as well 
as observing their behaviour, you are able to get a sense of the organisation’s corporate 
culture. 

596If you are selected for the specific job, your formal training as well as informal observation 
of the behaviour within the organisation will give you an understanding of the corporate 
culture in terms of what is important and how things are done around the organisation.

 y Service culture

597Service culture can be described as a culture where

 y there is an appreciation for good service – people know that good service is appreci-
ated and valued

 y good service is provided to internal and external customers – your employees must 
also be satisfied in order for them to provide excellent service and satisfy customers

 y good service is a way of life – it comes naturally because it is an important norm of 
the organisation
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598In order for organisations to establish a service culture, they need to develop a service 
strategy, an organisational structure, leadership, a positive attitude and knowledge. Have 
a look at the case study below on Kulula and its culture. 

599Kulula.com

600Kulula.com is a South African-based airline company and has proven to be one of  
Comair’s greatest success stories. Kulula is a Zulu word, translated to mean “easy” – this 
captures the essence of the brand. Unlike other airlines, Kulula focuses on being less 
formal and providing a fun and friendly experience for its passengers. The overall idea 
of Kulula was transferred to its employees. Firstly by giving them uniforms that are de-
signed for greater comfort and functionality, this reflected more open and casual brand 
values. Secondly the staff is trained to provide more than service that was not just good, 
but also appropriate to the brand; and when appropriate, customers are addressed by 
their first names and staff are encouraged to make the most of their personalities and 
sense of humour. Although safety and professionalism always come out tops, the in-
flight antics of the staff prove to be an amazing source of word-of-mouth references. 
Kulula.com has received prestigious awards, thanks to the innovation of the staff who 
are completely aligned to the brand. (www.gotravel24; www.shanduka)

601In the next section, the boundary-spanning roles of employees will be discussed.

10.2 boundAry-spAnning roles of employees
602

(Study section 8.3 in your prescribed book.)

603Frontline service employees are usually seen as boundary spanners in that they provide 
a link between the external environment and internal operations. For example, waiters/
waitresses, flight attendants, hotel receptionists and travel agents collect information 
from the environment, particularly customers, and feed it back to the organisation. At 
the same time, they communicate with the environment on behalf of the organisation. 
Employees who occupy boundary-spanning roles may experience situations that produce 
conflict and stress. 

604As shown in table 10.1, there are three main types of conflict that employees have to 
deal with, namely Organisation/employee conflict, Organisation/customer conflict 
and Inter-customer/employee conflict. (You will notice that the prescribed book uses 
different names for these types of conflict as indicated in the table below. You must 
make these changes in your prescribed book. Also make the changes to the headings of 
section 8.3.1.1 up to 8.3.1.3.) 

605
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606Table 10.1: Sources of conflict

Organisation/employee 
conflict (this is called 
Person/role conflict in the 
prescribed book)

Organisation/customer 
conflict

Inter-customer/employee 
conflict (this is called inter 
customer conflict in the 
prescribed book)

Employees may 
experience conflict 
between what their job 
requires them to do and 
their own self-perception 
and personalities.

Employees may 
experience conflict when 
the organisation expects 
them to act and behave 
in a certain way as well 
as follow the rules, while 
the customer may want 
the service performed 
differently.

Employees may experience 
conflict when there are 
incompatible expectations 
between customers and they 
have to resolve them.

For example, an employee 
who has to cut his long 
hair and change his 
clothing style in order 
to conform to the job 
requirements.

For example, a customer 
spending the night at a 
hotel may request a late 
checkout.

For example, a customer 
watching a movie at a cinema 
may complain to staff about 
another customer who keeps 
talking on his cellphone.

608

Activity 10.1

609

610Discuss with practical examples the different types of conflict that may be experienced by 
frontline employees at fast-food outlets such as McDonald’s, Steers and KFC. In addition, 
briefly explain how management of the fast-food outlets can reduce these conflicts.

611
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612

Feedback

613There are three main types of conflict that frontline employees of fast-food outlets may 
have to deal with, namely Organisation/employee conflict, Organisation/customer 
conflict and Inter-customer/employee conflict.

 y Organisation/employee conflict. This refers to conflict between what the employees’ 
jobs require them to do and their own self-perception and personalities. For example, 
employees of fast-food outlets are usually requested to wear uniforms which may be 
undesirable for certain employees.  

 y Organisation/customer conflict. This conflict may arise when the organisation ex-
pects employees to act and behave in a certain way, while the customer may want 
the service performed differently. For example, a customer ordering a McDonald’s 
breakfast might request the staff to leave out the eggs and instead add an extra hash 
brown. In this case, the employee may not be sure about whether this can be done. 

 y Inter-customer/employee conflict. Conflict for employees may result when there are 
incompatible expectations/behaviour between customers and the service providers 
have to resolve them. For example, a customer standing in the queue at a fast-food 
outlet may complain to the staff that another customer has jumped the queue. In this 
case it is up to the employee to solve the problem.

614It is up to management to ensure that they develop a true service culture throughout the 
organisation. Furthermore, they need to train, motivate and empower all their employees 
in order for them to make certain decisions and provide excellent service

10.3 internAl mArKeting 
615

(Study section 8.4 in your prescribed book.)

616Due to services being performed mostly by human beings, internal marketing is extremely 
vital for organisations. Internal marketing can help ensure effective service delivery, 
establish productive and harmonious working relationships as well as build employee 
trust and loyalty. 

617Internal marketing involves the relationship between the organisation and its employees, 
which will be the focus of this section. 
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10.3.1   internal customers
618Internal customers are the organisation’s employees. As services will depend on these 
employees’ attitudes and actions, organisations must ensure that they treat their employ-
ees as customers and aim to satisfy them. Only when employees’ needs are satisfied will 
they be able to satisfy the needs of their customers.

10.3.2  types of management processes
619There are two types of management processes that are considered in the implementa-
tion of internal marketing: attitude and communications management. 

 y Attitude management

620Management has the responsibility to develop, train and motivate their employees in 
order for them to maintain a positive attitude at all times and deliver excellent service. 

 y Communications management 

621A key element of effective internal marketing is two-way communication. Employees 
need to communicate with management in terms of what their needs are as well as their 
perceptions of what customers want. Furthermore, communication from management to 
their employees is equally important. Employees need to receive communication about 
service processes, service features and expectations of customers, etc. and this can be 
done through regular meetings, the intranet, internal newsletters and magazines.

622Both the above aspects are essential for the successful implementation of internal market-
ing. Before we proceed to the next section, have a look at the case study below on how 
internal marketing is used to improve hotel employees’ service delivery.

623Internal marketing used to improve hotel employees’ service delivery

624As in any competitive marketing situation, hotels acknowledge the importance of high-
quality service delivery, and many differentiate their offerings by delivering different 
levels of service in different situations. However, emphasising high-quality service is 
one thing but delivering it is another. As the majority of service operations are pro-
vided and delivered by people, the service employees need to be included in all plans 
relating to service delivery and they need to be competent and motivated enough to 
work efficiently and effectively. To deliver the whole hotel service package, it is firstly 
important to market the product and service to the employee. Only then can they be 
sufficiently confident to proactively sell the hotel’s products and services to guests. In 
order to support the staff’s role in selling to guests, good internal communication is 
also provided by managers and supervisors which includes guidelines on when, where 
and how employees can be friendly and hospitable and how staff can make guests feel 
welcome (Gilmore 2003; www.shanduka).

626

627
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10.4 strAtegies to deliver service quAlity through  
employees And externAl intermediAries

628

(Study section 8.5 in your prescribed book. This section focuses on internal 
employees only.)

629To build a customer-oriented and service-minded work force, organisations must hire 
the right people, develop people to deliver service quality, provide necessary support 
systems and retain the best people. This is represented in figure 10.1 below and discussed 
in detail in your prescribed book.

630

Figure 10.1: Strategies to deliver service quality through people (Ye & Liang 2010)

631
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632

2210.5 Self-assessment

633

634You have now completed this study unit and should be able to answer the following 
questions:

6351 Defi ne and discuss the importance of a service culture within an organisation.

6362  Explain with practical examples the sources of confl ict that boundary-spanners/
service employees  may experience.

6373  Explain the need for and importance of service organisations to implement internal 
marketing.

6384  Discuss the strategies that an organisation can use in order to build a customer-
oriented, service-minded work force. (This question is based on fi gure 10.1 above.)

639

10.6 Refl ection

640By now you should have a good understanding of why it is important for service organ-
isations to create a service culture and implement internal marketing. As mentioned, an 
organisation must fi rst satisfy its internal customers (employees) before it can provide 
excellent service and satisfy its external customers. 

641

10.7 Summary

642In this study unit the role of employees in service delivery were discussed. We began the 
study unit by discussing service culture. Thereafter, we looked at the boundary-spanning 
roles of frontline employees followed by the sources of confl ict that boundary-spanners 
may experience. We also looked at the importance of internal marketing and highlighted 
the strategies to deliver service quality through people. The study unit ended with a brief 
discussion of the managerial implications of the role of employees in service delivery.

643In the study unit that follows, the role of customers in service delivery will be discussed.

644

641
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study unit 11

Service delivery: the role of customers

645Introduction

646The customer plays a crucial role in the service delivery process. The customer receives 
a service directly from an organisation; therefore if a mistake is made during the service 
delivery process, it can cause the customer to form negative feelings about the organisa-
tion and its service. The customer can decide not to use the organisation and its service 
anymore and promote the organisation in a negative light. On the other hand, if the 
customer was satisfied with the service delivery, he/she will be of great value to the or-
ganisation as he/she might return for the same or similar service in future.

647Overview of this study unit

648Have you ever thought of the role you play in the service delivery process? Would you 
like to be rewarded for your efforts or are you oblivious to the service delivery process? 
This study unit explores the customer’s role in the service delivery process and the skills 
that are required to facilitate the service delivery process. Not only do we as consumers 
consume services, we also play an important part in the delivery of services, as well as 
their outcome, which consequently influences our satisfaction with the services. 

649You will need approximately two hours to work through this study unit and ensure that 
you understand the topics covered.

Contents

650Key concepts

11.1 The importance of customers in service delivery
11.2 The level of participation of customers in service delivery
11.3 Parties involved in service delivery
11.4 Customer roles
11.5 Self-service technologies
11.6 Enhancing customer participation
11.7 Self-assessment
11.8 Reflection
11.9 Summary

651



 87 MNM3713/1

652

Key concepts

653You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y customer participation
 y consumer roles
 y customer jobs
 y customer differences
 y self-service technologies

11.1 the importAnce of customers in service delivery
654

(Study section 9.2 in your prescribed book.)

655It is very important to remember that a service is produced and consumed simultane-
ously and that, in most cases, the customer has to be present to receive/consume the 
service. For example, it is impossible for you to receive a haircut without you physically 
being present at the hair salon or barber shop. In other words, while the hairdresser or 
barber is cutting your hair, you are receiving the haircutting service at the same time.  

656If consumers participate in the service delivery process, certain advantages and disad-
vantages occur for both the customer and the service organisation. The advantages of 
customer participation in service delivery include the following:

 y Customers can customise the service to fit their specific needs.
 y Customers can produce the required service faster.
 y It is less expensive.

657The disadvantages of customer participation in service delivery include the following:

 y The service organisation may lose control of the quality of the service.
 y There is increased wastage.
 y There are increasing operating costs.
 y The perception might be created that the organisation wants to distance itself from 

customers.
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11.2 the level of pArticipAtion of customers in service 
delivery

658

(Study the section below only.)

659There are certain levels of customer/employee interaction, from where the customer is 
only required to be present during service delivery, to where the customer is the “co-
producer” of the service, to where the customer produces the service on his own. In 
table 11.1 below the interaction between the service provider and the customer is shown 
where both parties are present during service delivery. However, there is a fourth option 
where the customer “creates” the service on his own, without the physical presence of 
the service provider. This option is discussed later.

660Table 11.1:  Levels of interaction between the service provider and the customer (Bitner, 
Faranda, Hubbert & Zeithaml 2000)

661 `
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11.3 pArties involved in service delivery
662

(Study section 9.2.1 and 9.2.2 in your prescribed book.)

663Generally there are three parties in a service interaction – the customer, the employee and 
the people who are receiving the same/similar service as you (other customers). Together 
they all influence the consumer’s satisfaction. For example, when receiving personal 
training at a gym, the personal trainer (employee), you (consumer) and the people using 
the gym at the same time as you are will all have an influence on your overall satisfaction 
with your gym session. 

 y Customers receiving the service

664The amount of customer participation differs from service to service. When visiting a 
travel agency to plan your holiday, you will be involved throughout the planning process, 
informing the travel consultant of where you would like to go, how you prefer to get there 
and which activities he/she should include in your package, et cetera.

 y Other customers

665Can you recall a situation where you have received advice from a fellow customer while 
waiting your turn to receive a specific service? In this way, other customers can assist in 
decision-making through their interaction, by receiving or giving advice.  When receiv-
ing advice, there are two types of customers, namely help-seekers who like to interact 
and ask for advice and help-avoiders who do not like to interact. When it comes to giv-
ing advice, there are also two types of customers. The first one is a help-seeker and the 
second one is a help-giver. 

11.4 customer roles
666

(Study section 9.3 in your prescribed book.)

667In service delivery, customers can play three roles. These roles include customers as 
employees, customers as contributors to service delivery, and customers as competitors.  

668
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 y Customers as employees 

669Technology has made it easy for us as customers to act as employees because we can 
facilitate our own service delivery. For example, booking a holiday online or buying car 
insurance online. This saves time and lowers costs because commission does not have 
to be paid to a service consultant.  

 y Customers as contributors 

670When customers participate in, or contribute to, the service delivery process, it could 
increase their satisfaction levels. Customers as contributors in service delivery was dis-
cussed in table 11.1 earlier in this study unit.

 y Customers as competitors 

671By increasing customer participation in the service delivery process, it might cause the 
customers to become skilled enough to carry out the service on their own and therefore 
not use the organisation in future. For example, while helping the plumber to fix your leak-
ing water pipes and concentrating on what he is doing, you will be able to fix it yourself 
if the water pipes leak again. Therefore you become a competitor to the organisation.

11.5 self-service technologies
672

(Study section 9.4 in your prescribed book.)

673Self-service technologies are making it possible for customers to use and create services 
themselves without direct contact with the organisation or its employees. In the previ-
ous section this type of customer was called: customers as employees for example, most 
airlines have an “online check-in counter” where you can check yourself on to the flight 
and where you can choose your own seat. Once at the airport, you just punch in your ref-
erence number at one of the self-service kiosks and it prints out your boarding pass. You 
can also use the self-service kiosks at Nu Metro and Ster-Kinekor cinemas when booking 
a ticket to see a movie. See the example from South African Airways below. 

674
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675South African Airways: Speedy self-service check-in kiosks

676Self-service check-in kiosks’ benefits: Check in up to 90 minutes before departure for 
SAA domestic flights. Follow these simple steps:

677Step 1: Choose from the following check-in methods:

678Check in by reference number. 

679Check in by e-ticket number. 

680Check in by Voyager membership number (if used when making the booking). 

681Check in by passport number (if used when making the booking). 

682Step 2: Identify yourself by entering the following:

 y reservation number (six alpha-numeric digits printed on itinerary receipt or six alpha-
numeric digit vendor registration number if your ticket was issued by a travel agent) 

 y voyager membership number 
 y e-ticket (13 digit number in the case of SAA tickets, starts with an 083) or passport 

(if used when making the booking) 

683Step 3:  If multiple passengers are booked, you have the option to select the passengers 
you would like to check in. You also have the option to check in passengers from 
multiple bookings at once (up to 9 passengers).

684Step 4:  Confirm flight details on screen. If you have a return flight booked for the same 
day you may also choose to check in for the return flight.

685Step 5:  You will be assigned a seat automatically if no seat reservation was requested 
when the booking was made. At this point, you may change your pre-assigned 
seat to another seat from the selection of seats available.

686Step 6:  Your boarding pass will be printed. If a credit card was used to make a flight 
booking, it must be inserted in the credit card slot at the kiosk when requested, 
for verification, unless the ticket was purchased by someone else on your behalf, 
and the “sponsored” option was selected.

687Once a passenger is familiar with the system, the entire self-check-in procedure will 
take approximately 15 to 20 seconds. (www.flysaa.com)
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11.6 enhAncing customer pArticipAtion
689

(Study section 9.5 in your prescribed book.)

690To enhance customer participation and commitment, an organisation has to communi-
cate effectively with its customers. Customers can be invited to meetings, product dem-
onstrations and seminars. For example, a beauty salon can invite its existing customers 
for a free facial to introduce the latest technology in skin rejuvenation. Customers are 
therefore informed about the new technology and are more likely to make use of this 
specific salon when they want to go for a facial treatment in future. See the example be-
low on how OUTsurance involves customers. Organisations have to decide on the level 
of participation that is expected from the customers, as well as the level of participation 
it wants to promote to their clients. Therefore the customer’s “job” needs to be defined.

691Why choose OUTsurance car insurance?

692Because you want the best of all worlds. You want low premiums, fabulous service, 
and you want to be sure that you’re getting the best possible car insurance cover your 
money can buy. 

693This being said, we challenge you to compare our product offering with that of our com-
petitors. We dare you to compare our service to the best in the world, and finally we’d 
like you to consider the fact that if we can’t beat your current car insurance premium 
(on a like-for-like basis), we’ll pay you R200!

694Let’s get you car insurance cover that ticks all the boxes. Get a quote now (www.outsur-
ance.co.za/insurance)

696Not all customers are the same and they differ when it comes to participating in a service. 
Some like to be heavily involved, whereas others prefer to simply receive the service. Can 
you think of a service where you can just sit back and receive the service without involv-
ing yourself in the service? 

697If the organisation wants customers to become more involved in service delivery, the 
following actions need to be taken:

 y Recruiting, educating and rewarding customers

698Recruiting the right customer, educating and training customers to perform effectively 
and rewarding customers for their contribution to the service delivery process are all 
important aspects.
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 y Avoiding negative outcomes of inappropriate employee or customer participation 

699A lack of knowledge about how to use a specific service either by employees or custom-
ers could lead to stress and frustration for the staff and to unsatisfied customers.  

700

Activity 11.1

701

702In creating positive service outcomes, organisations are increasingly addressing the way 
customers interact with self-service technologies. Because the emphasis in literature 
has mostly been on the interpersonal dynamics of service encounters, there is a great 
deal to be learned about customer interactions with self-service technology. Keeping 
this in mind, discuss the value that was created by the self-service technology imple-
mented by Gautrain. Read the following from their website: www.gautrain.co.za/about/
services/ticketing

703

704ELECTRONIC TICKETING FOR PASSENGER 
CONVENIENCE

706A cash-free ticketing system and the use of reloadable smart cards will make travelling 
on Gautrain quick and convenient. The smart cards can be obtained at self-help ticket 
vending machines or a manned ticket office in each station in order to pay for train trips 
and/or bus trips. For convenience, smart cards can be uploaded with cash, debit cards 
or credit cards. The same preloaded card will then be used to pay for trips on the train 
and Gautrain buses or and for parking at stations. When passing through the access 
gates, these smart cards are scanned electronically. Technology installed at the access 
gates does not require the physical swiping of smart cards which mean that passengers 
can quickly and smoothly move through the access gates. For security purposes, only 
valid ticket holders will have access to station platforms, trains and buses. In future it 
is hoped that Gautrain’s automated ticketing system will form part of an integrated 
ticketing system for all modes of public transport across Gauteng.

707(http://www.gautrain.co.za/about/services/ticketing/) 
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709

Feedback

710Self-service technologies are making it possible for customers to use and create services 
themselves without direct contact with the organisation or its employees. This means that 
the customer must perceive the self-services as something that will be of value and useful 
in satisfying their needs. Gautrain encourages customers to use their self-service kiosks 
to upload money onto their ‘gold cards’. This allows customers to use the ‘gold card’ as 
a cash-free ticketing system that makes travelling on the Gautrain quick and convenient.
Therefore the self-service kiosks make travelling on the Gautrain swift and effortless.

711

712

11.7 Self-assessment

713You have now completed this study unit and should be able to answer the following 
questions:

7141 Explain the four levels of participation of customers in service delivery.

7152 Discuss the three roles that a customer can play during service consumption.

7163  Explain how self-service technology has become an important method of service 
delivery.

7174  An organisation may decide to increase the level of customer involvement in its 
service delivery. Explain how customer involvement could be managed.
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718

11.8 Refl ection

719

720By now you should be aware that customers play diff erent roles in the service delivery 
process. It is therefore important for organisations to defi ne the customer’s job in the 
organisation and recruit, educate and reward customers for their participation. You should 
also have insight into the advantages and disadvantages of the customer participating 
in the service delivery process. Where do you think you fi t in as a customer in the service 
delivery process? Do you recognise the diff erent customer “jobs” when you refl ect back 
on your last service encounter?

721

11.9 Summary

722In this study unit, we provided an introduction to the important concepts discussed in 
this study guide, namely the concerns and aspects that have to do with customers’ roles 
in service delivery. The importance of customers in service delivery was discussed, as 
well as the level of client participation and the role customers play in service delivery. 
This was followed by discussing self-service technologies and how to enhance customer 
participation in service delivery. The study unit ended with discussing the managerial 
implications of service delivery.

723In the study unit that follows, the role of the physical environment in service delivery 
will be discussed.

724 `
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study unit 12

Service delivery: the role of physical evidence

725Introduction

726In recent times, it has been the trend for consumers to be more difficult and challeng-
ing when it comes to the service and/or product that they would like to purchase. Partly 
because of this, but also because of increasing competition, organisations are trying to 
differentiate themselves from others by putting forward something innovative and cre-
ative. In this context, physical evidence – the environment in which the service is delivered 
and in which the organisation and the customer interact – can be seen as an important 
tool for being competitive.

727Overview of this study unit

728The environment in which service delivery takes place plays a crucial role in how consum-
ers evaluate a service encounter. This study unit focuses on the three-way interaction 
between customer, service provider and the physical environment during service delivery. 
Organisations have to understand how the environment and the consumer’s behaviour 
interact with one another in order to grasp the impact that the physical environment has 
on their customers. Think of a service organisation that communicates really well with its 
customers through its physical evidence. 

729You will need approximately two hours to work through this unit to ensure that you 
understand the topics covered.

Contents

Key concepts

12.1 Physical evidence 
12.2 Environmental/physical dimensions of the servicescape
12.3 A framework for understanding servicescape effects on behaviour
12.4 The physical environment as a competitive advantage
12.5 Self-assessment
12.6 Reflection
12.7 Summary
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730

Key concepts   

731You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y physical evidence
 y the role and importance of the physical environment during service delivery
 y the use of the physical environment as a means of differentiating a service organisa- 

tion for competitors

12.1 physicAl evidence
732

(Study sections 10.2 and 10.3 in your prescribed book.)

733Physical evidence is a concept that was designed to emphasise the impact of the physical 
environment in which a service process takes place. The concept of physical evidence/
servicescape can assist in measuring the difference in customer experience between a 
fast-food outlet such as Steers and a small, sit-down restaurant such as Spur. The quality 
of the food may be the same; however the customer may perceive Spur to have higher-
quality food than Steers based on the environment in which the service is provided.

734It is important to understand that physical evidence is not equally important to all service 
organisations. The example below illustrates how physical evidence is important to the 
airline industry.

735AmAir planes falling apart – passenger

736Missing armrests, loose rubber bits hanging from the overhead lockers and a gap through 
which one could see the plane’s inner workings has turned one Joburg passenger’s love 
of budget airline AmAir into fear for her life. 

737“If small things are falling apart without being mended or maintained, I have precious 
little faith in the airline’s maintenance standards overall”, said Annie Macmillan, who 
flew with the airline twice last month. 

738“After flying exclusively with AmAir for many years, I sadly made the decision that that 
would be the last time I would be a passenger with them.” 

739Macmillan claims she brought up the low standards with the crew, who said they were 
also concerned but could not do anything (Taylor 2012).
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741We will now look at the environmental/physical dimensions of physical evidence (servic-
escape) and then at its impact on the behaviour of individual customers.

12.2 environmentAl/physicAl dimensions of the 
servicescApe 

742

(Study section 10.3.3 in your prescribed book.)

743A complex mix of environmental features makes up the servicescape and influences inter-
nal and external responses and behaviours of customers. The mix includes an extensive 
list of options, for example lighting, colour, signage, textures, quality of materials, layout, 
wall decor and temperature.

744The ones important for this module include ambient conditions, spatial layout and func-
tionality, signs, and symbols and artefacts.

745The insert below describes the Heat Grill Room and how it makes use of physical evidence 
to create a specific image.

746   

WELCOME TO HEAT

 

747Heat Grill Room was fashioned and built by individuals who have a passion for hospi-
tality accompanied by years of experience in providing unforgettable food, top-class 
wine and great service to its patrons in inviting surroundings. These factors combined 
allow the Heat patron to escape from the hustle of city life to be surrounded by and 
entertained by Heat staff in true brilliance.

748Heat offers its patrons a surreal dining experience in tranquil perfectly crafted surround-
ings. The double-volume two-storey interior is adorned in rich warm colours and dark 
wood. This is completed by two patios and lends itself to creating a memorable occa-
sion with every meal. The glass wine displays frame and add to the exquisite interior 
of the restaurant.

749Heat Grill Room allows for guests to either enjoy a top-class lunch or dinner with friends 
and family, or have a cocktail or glass of wine from their award-winning wine list. Heat 
Grill Room is versatile and thus the perfect venue for a romantic dinner for two. It can 
also easily accommodate larger functions (www.heatgrillroom.co.za/about.html).

751
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12.3 A frAmeworK for understAnding servicescApe  
effects on behAviour

752

(Study figure 10.3 up to 10.3.3 in your prescribed book. This is an important 
section.)

753Several studies have shown that the physical environment of a service organisation, also 
termed the servicescape, plays a significant role, both positive and negative, in the way a 
consumer behaves and makes his/her buying decisions. Do you as a consumer first think 
or feel when you enter a servicescape?

754Figure 10.1 in your prescribed book explains the environment-user relationships in service 
organisations. However, you must focus only on the impact of the physical environment 
on customers. The blocks that you must focus on are the physical environment dimen-
sions (ambient conditions, space/function and signs, symbols and artifacts), perceived 
servicescape, customer responses, which consist of social interactions, internal behaviour 
(cognitive, emotional and physiological) and external behaviour (attraction, stay/explore, 
spend money, return and carry out buying plan). Draw a line through the other blocks 
and keep this layout in mind when you study this study unit and the prescribed book. 

755The ability of the physical environment to influence consumer behaviour and to create 
a specific image is particularly evident for service businesses such as hotels, restaurants, 
professional offices, banks, retail stores and hospitals. The physical environment of an 
organisation is rich in cues and can therefore be very influential in communicating an 
organisation’s image and purpose to its customers.  

756The following are types of customer behaviours due to the impact of an organisation’s 
physical environment on them: 

 y external behaviours of customers
 y social interactions
 y internal responses to the servicescape

757(Look again at your adapted figure 10.1 in the prescribed book.)

758Because of human processes, customer responses to the physical environments are not 
the same for all individuals. Each individual interprets surroundings in his/her own unique 
way which results in different internal and external behaviour. 

759
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12.4 the physicAl environment As A competitive 
AdvAntAge

760

(Study section 10.4 in your prescribed book.)

761As previously mentioned, the physical environment is not of the same importance in all 
service industries or for all service organisations. Do you think the physical environment 
of a call centre and that of a hospital is of the same importance?

762

Activity 12.1

763

764Service environments can take on different purposes. For example, a private hotel room 
and a hotel restaurant each has its own function. Explain how these two locations, even 
if they form part of the same service environment, play different roles in the mind of 
a hotel guest. Also indicate the managerial implications of understanding customer 
expectations. 

766

Feedback

767

768A private hotel room is considered a personal environment, while a hotel restaurant is 
considered a public area. Because these two locations play different roles in the mind of 
hotel visitors, understanding how consumers evaluate processes and the different pur-
poses of a private and public space will enable hotel owners to make better decisions in 
facilitating a pleasant servicescape for each of these service settings. A personal setting 
such as a private hotel room has a greater influence on guests’ overall hotel experience 
than a public setting. Hotels aim to adopt a home-like style in order to provide a pleasant 
and relaxing environment where guests can feel like they are at home. 

769In the end, a private room environment is a place where a hotel guest will want to relax 
and rest. Therefore, hotel management should understand the function or purpose of 
the private environment from a consumer’s perspective in order to adopt the right co-
lour combinations, music, and decor to create a pleasant servicescape (ambient condi-
tions). A public space such as the hotel restaurant generally creates the first impression 
with customers. It is also a primary source of information for the subsequent evaluation 
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of the entire service organisation. The overall layout and design of a hotel restaurant must 
provide guest fl ow from the entrance to the lobby, to the reception and to the elevators 
in a rational and suitable style (spatial layout and functionality).

770

2312.5 Self-assessment

771

772You have now completed this study unit and should be able to answer the following 
questions:

7731 Explain the diff erent environmental dimensions of the servicescape.

7742  Discuss the external behaviours and/or the internal responses of customers that 
are brought about by the physical environments of organisations.

775

12.6 Refl ection

776

777By now you should be aware that the environment in which a service is delivered plays 
a crucial role in how customers will behave toward the service. It is therefore important 
for organisations to manage customer expectations in terms of their servicescape. Are 
you able to recognise diff erent service environments? Are they important to you?

778

12.7 Summary

779

780In this study unit, we provided an introduction to the important concepts discussed in the 
prescribed book, namely, the elements of physical evidence and secondly a framework 
for understanding servicescape eff ects on customer behaviour was given. The study 
unit ended with discussing how management can use the physical environment of its 
organisation as a competitive advantage in managing its customers’ expectations.  

781
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topic 5

retaining customers

782The main aim of a well-established business is to retain its existing customers and if there 
are some that defect to competitors to win them back to the business. In the following 
two study units these two issues will be discussed. The study units are as follows:

783Study unit 13: Customer retention and customer relationships (chapter 13)

784Study unit 14: Service recovery (chapter 14)

After studying this topic, you should be able to

 y explain why it is important to retain existing customers
 y discuss the steps that a business can take to retain customers with special 

reference to establishing customer relations with them
785

786

787

788
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study unit 13

Customer retention and customer relationships

789Introduction

790The aim of any organisation is to present its customers with a need-satisfying product, 
in the hope that these customers will come back, time and time again. The ultimate aim 
is therefore to form a body of loyal customers that would form the basis in realising the 
profitability aims of the organisation. Regarding cheaper consumer brands, customers 
tend to stick to one brand if the product offers him or her the most acceptable rela-
tionship between price and quality. The more expensive and complicated the product 
becomes, the more the relationship between the two parties will become important and 
multidimensional.

791In the case of business-to-business markets customer support relies on much more than 
price and quality only. Aspects such as on-time delivery, services rendered and training 
support are also taken into account when deciding between suppliers. However, one of 
the most important aspects that would prevent customers from defecting to competi-
tors is the quality of the relationship that exists between the supplier company and its 
customers. Although the intensity of the relationship between sellers and buyers in the 
consumer markets depends mostly on the price of the product, it is usually an important 
driver of success in most business-to-business marketing firms.

792The topics of customer retention and customer relationships are discussed in this study 
unit.

793Overview of this study unit

794In this study unit we will look at three aspects related to customer retention, namely 
the reasons why customers leave, the benefits of having customers stay and what can be 
done to have them stay. We will see that good customer relations are the primary rea-
son why customers stay, and that they leave because they feel the business “just doesn’t 
care”. Two aspects will be considered when we discuss customer relations, namely what 
it entails and the types of customer relationships.

795



 105 MNM3713/1

796You will need approximately two hours to work through this study unit.

Contents

Key concepts

13.1 The reasons why customers leave
13.2 The benefits of retaining customers
13.3 Actions to retain customers
13.4 What are customer relationships? 
13.5 Self-assessment
13.6  Reflection
13.7 Summary

797

Key concepts

798You will need to master the following key concepts in order to meet the learning outcomes 
for this topic:

 y retention
 y customer relations

13.1 the reAsons why customers leAve
799

(Study the section below.)

800You probably realise that there are a myriad reasons why customers defect from one com-
pany to another. Just ask yourself, your family members and your friends how many “new” 
brands they have bought in the last week or so, and then ask them why they did not stay 
with the brand they used previously. Their answer to why they switched brands will fall 
mainly into one or more of these categories:

 y They left because of poor customer service.
 y They left because the company did not care about them (the way they were treated).
 y They were unhappy with the product.
 y They were unhappy with the price. 
 y Competitors offered, or promised, them more.
 y They are indifferent toward the product brand. (“It is not important which brand you 

choose.”)
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801Another perspective would be for the organisation to ask why customers stay. If this 
question cannot be answered decidedly, there is a serious problem.

13.2 the benefits of retAining customers
802

(Study section 13.4.2.2 in the prescribed book. You will notice that the prescribed 
book discusses other benefits than the ones discussed below.)

803This is an important section in the prescribed book. One of two reasons for retaining 
customers is the marketing effect these loyal customers have. In many markets and for 
many products word-of-mouth promotion is an important weapon for attracting new 
customers. People are more inclined to believe family, friends and business associates about 
a product’s virtues than any promotions that the firm can do. And best of all – it’s free! 

804A second reason is that a strong body of loyal supporters does wonders for the image of 
the organisation in the marketplace. Products with large market shares in their industries, 
such as Toyota, Dell, Iphone, Koo, Coca Cola and Cadbury instil trust among consumers 
which leads to an attitude of “not everybody can be wrong” or “I will impress my friends 
if I also have one”. 

805A last aspect to consider in terms of the advantages of retaining customers is the principle 
of “lifetime value of customers”. This principle is discussed on page 321 in the prescribed 
book. You must be able to discuss the principle in a short paragraph.

13.3 Actions to retAin customers
806

(Study section 13.4.3 in the prescribed book. The prescribed book discusses 
different points than the ones discussed below.)

807In section 13.1 above the reasons why customers leave were discussed. Doing the oppo-
site is obviously a good retention tactic. Other strategies to ensure that customers stay 
with the business are to develop loyalty programmes. Most airlines offer frequent flyer 
programmes where the customer accrues points based on the number of kilometres 
flown which can later be redeemed for a free flight, or one at a reduced fee. 

808Supermarkets issue customers with loyalty cards that allow them discounts on their 
purchases. This technique is becoming increasingly popular as it “buys in customers” in 
order to secure their business in future. Now study section 13.9 in the prescribed book.
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809Another method of retaining a customer’s business is to avoid attrition by not staying in 
touch with customers. It often happens that organisations put in much effort to secure 
sales, but do not have strategies in place to retain them for future business. Different 
studies have estimated attrition rates to be between 30 and 50 per cent, which implies 
that businesses are abandoning their existing clients.

810Although some of the retention strategies discussed above and in the prescribed book 
reflect on the importance of establishing a long-term relationship with customers, the 
fostering of customer relations should also be a separate and conscious effort on the 
part of the organisation to attract and retain customers. This is the topic of the next two 
sections of this study unit. 

811

13.4 whAt Are customer relAtionships? 
812

(Study section 13.2 up to 13.4. Focus on the components of a good relationship 
and the types of relationships in the prescribed book.)

813Fostering customer relations (or customer relationships) is the key driver for ensuring that 
customers stay loyal to the organisation. It entails establishing enduring relations with 
customers for the mutual benefit of both parties. For the organisation the benefits should 
result in higher profits and for the customer it should contribute to overall satisfaction. 
In the business-to-business field establishing and maintaining good relations are crucial 
for the supplying firm as their potential customer base is usually limited. Losing just one 
customer might mean the downfall of the organisation.

814In the case of consumer products – where the organisation markets its product to final 
consumers – losing just one customer may not have such a profound effect on the organ-
isation. However, when many customers start to defect to competitors the reason may 
well be that the marketer does not foster its individual transactions with its customers. 

815The question that needs to be asked is: How are relationships established with customers 
that only spend a few rands on your product? First of all exceptional customer service 
must be rendered at each contact point with customers and, secondly, an effort must be 
made to facilitate further dealings with these customers to enhance their consumption 
experience and encourage them to stick with your brand.

816

817

818



108

819

Activity 13.1

820John, 15 years old, buys a fairly expensive bicycle from a specialist bicycle dealer, Cycle 
Crazy, situated in a nearby shopping centre. The dealer wants to establish a long-term 
relationship with the boy in the hope that he can do more business with the boy in 
future (and hopefully other family members and friends). He has asked you, a market-
ing specialist, to give him a few pointers on how he should go about it. Write a short 
report to the bicycle dealer. 

822 

Feedback

823Remember what we said above. Customer relationships need to be established during 
the first point of contact with the customer and thereafter during all other contacts with 
the customer. In addition, further contacts need to be established with the aim of es-
tablishing brand loyalty, and obtaining the result of higher profits. (Take note that brand 
loyalty in this case refers to the dealer, Cycle Crazy, and not to the bicycle brand.) Let us 
look at a few customer contacts in this case:

 y The first point of contact is the first visit by the boy (John). Thereafter he may visit 
again before he makes up his mind from whom he would buy the bicycle. Customer 
service plays a crucial role during these contacts. What do you think are the customer 
service activities that the dealer should perform during these personal contacts?

 y  Providing after-sales service is important to ensure that John does not experience 
“cognitive dissonance”. Give a few pointers to the dealer on what he can do. What 
about calling John, or better still visiting him, to find out if he is fully satisfied.

 y Give John the opportunity to trade in the bicycle if he is not satisfied. Entice him to 
“trade up” by buying a more expensive bicycle.

 y Enrol John in a biker club for free where he can hone his riding skills and meet other 
enthusiasts.

 y Develop a monthly biker magazine with titbits on a variety of aspects related to bik-
ing. Ensure that John, and other clients, receive their copies for free.

 y Invite John to the shop to show him new developments in the biking field. 

824Think of other actions that might be more successful than the ones mentioned above. 
Relate your contribution to the two basic principles, or drivers, of successful customer 
relationships, namely trust and commitment. Also consider a loyalty programme that the 
bicycle retailer could use to enhance his relationships with customers.
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825

13.5 Self-assessment

826You have now completed this study unit and should be able to answer the following 
questions:

827

8281  Explain why it is important for an organisation to retain its existing customers, 
that is, explain the benefi ts of customer retention.

8292 Discuss the methods that a company can utilise to retain its existing customers.

8303  John Mphepu is the owner of a small boutique gymnasium in a posh suburb in 
Cape Town. Explain to John what customer relationship is, by focusing on the com-
ponents of a good relationship and the types of relationships he should consider. 
Then provide a few practical examples of how he can go about establishing good 
relations with them. 

831

13.6 Refl ection

832The marketing actions of a company are not primarily aimed at gaining new customers, 
but rather at impressing on their existing customers that the product they buy is still 
the best on the market. Retaining existing customer support is the basis from which the 
business can target new customers. Why is customer retention so important? There are 
many reasons, of which the most important is that these customers are less costly to 
serve than new ones, as they are already to some extent “in the bag”. However, the astute 
marketer will never rest on his laurels and not look after his existing customer base. Of 
all the retention strategies that he can use the most important one is to establish strong 
and enduring relationships with customers.

833

13.7 Summary

834We have nearly come to the end of our studies of this interesting topic on services mar-
keting. Initially we focused on the characteristics and buying behaviour of customers so 
as to develop and render services to them that would address their needs exactly. The 
service product of an organisation is represented by the service marketing mix, which 
was the second major topic of this module. In this study unit we focused on one of the 

833
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reasons why businesses aim to be the best in the marketplace, namely to optimally sat-
isfy their existing customer base. An important action to attain this is develop long term 
relationships with clients. 

835In the last study unit, we are going to look at the steps that an organisation can take to 
win back customers that have defected, mainly because they have encountered problems 
with the way the organisation renders its services.

836

837

838



 111 MNM3713/1

study unit 14 

Service recovery

839Introduction

840Even with the best intentions and effort businesses lose some of their customers to com-
petitors. The possible reasons for these defections are numerous, of which a few are 
mentioned in section 14.1 below and in section 14.2 in the prescribed book. The astute 
marketer does not accept these defections as a fait accompli, but launches a deliberate 
effort to lure these customers back in tandem with a marketing strategy to generate 
new business. 

841The first step in this recovery process is to determine the reasons why customers have 
defected and, secondly, what their responses are as a consequence of their dissatisfac-
tion with the organisation’s offering. Thirdly, the measures to be taken to address this 
negative behaviour of past customers need to be decided upon. These three aspects are 
the topics of this study unit.

842Overview of this study unit

843We trust that once you have studied this study unit you will appreciate the importance 
of reviving the interests of lost customers in the organisation and its products. Most im-
portantly, the steps to be taken to achieve this objective need to be considered.

Contents

Key concepts

14.1 The reasons why customers defect
14.2 Customer complaint behaviour
14.3 The service recovery strategy
14.4 Self-assessment
14.5 Reflection
14.6 Summary
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844

Key concepts

845You will need to master the following key concepts in order to meet the learning outcomes 
of this topic:

 y customer defection
 y complaint behaviour
 y service recovery

14.1 the reAsons why customers defect
846

(Study sections 14.2 in the prescribed book.)

847In the first section of the previous study unit a few reasons why customers leave were 
discussed and why it is important to retain them as customers. Read that section again. In 
section 14.2 in the prescribed book a few other reasons are given why customers defect.
848

Activity 14.1
849

850Study the case study below and indicate which “dimensions of customer service” were not 
adhered to by the company. The dimensions of customer service delivery are discussed 
in section 14.2 and sections 2.6 and 2.8 in chapter 2 of the prescribed book.

851REPAIRING THE DAMAGE

852Electrical Experts is a small company owned by Stephen Machado, which specialises in 
electrical repairs of household goods such as stoves, refrigerators, washing machines, 
televisions and radios. After school Stephen went to college for two years to study to 
become an electrician. Thereafter, he spent three years as a trainee at a large electri-
cal repairs company. In 2003 he went on his own, starting his own business with the 
financial support of his father. 

853After a shaky start Electrical Experts gradually grew bigger, enjoying strong support 
from the local community. In 2008 Stephen established a second branch of the firm in 
the affluent area of the city – quite far from where his original business was. Over the  
last two years the business grew even further, with five branches opening up all over 
the city, serving a diverse array of customers with different needs and requirements.
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855Early in 2012 Stephen conducted market research among the past and present clients of 
the business, only to find that nearly 20% of these customers were not overly impressed 
with the customer service they received from Electrical Experts. These customers com-
plained about things like telephone enquiries not being answered; quotations for repairs 
being done haphazardly and untidily; waiting too long for repairmen to arrive; repair-
men being unfriendly; and broken goods taking too long to be repaired and returned.

856Stephen realised that something needed to be done to prevent his business from getting 
a bad name among its present and potential clientele. He contacted you, a customer 
service consultant, to assist him in identifying the service delivery mistakes his firm was 
making and providing him with guidelines on how these mistakes should be rectified 
by means of service recovery actions (discussed further on).

858

Feedback

859

860In the textbook the following dimensions of quality service are mentioned:

 y assurance
 y empathy (caring) 
 y reliability (correctness of service delivered) 
 y responsiveness (courtesy, respect, friendliness, listening, on-time)  
 y tangibles (proper functioning of service)
 y competence (knowing the product and customers’ needs)
 y security
 y communication
 y access
 y service features (basic service and design)
 y recovery responses
 y excellence (exceeding expected standards)

861Make sure you know what each of these service dimensions means. Now select six of 
these service dimensions and show how Electrical Experts is underperforming on them.
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14.2 customer complAint behAviour
862

(Study sections 14.4 and 14.5 in the prescribed book. Ignore fi gure 14.1 in the 
prescribed book.)

863In the fi gure below all the responses that customers may exhibit after a poor service 
encounter are shown. Depending on the importance of the product and the extent of 
the service failure a lost customer may decide to keep quiet and just stay away (non-com-
plainant), or to react mildly or aggressively negative. The organisation needs to determine 
where most of its lost customers lie in terms of the spectrum of complaints (from mildly 
negative to aggressively negative). This will also serve as an indication of how the organ-
isation must respond in terms of its service recovery strategy.

864

Service
failure

Dissatisfaction
negative emotions

Complaint action
(activities)

Brand
switching

Brand
switchingStay Stay

No complaints
(passives)

Complain
to provider
(voicers)

Negative
word of mouth

(irates)

Third-party action
consumer

bodies, legal action
(activists

Figure 14.1: Customer complaint behaviour
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14.3 the service recovery strAtegy
865

(Study sections 14.6 and 14.7 and then sections 14.10 in the prescribed book.)

866The prescribed book identifies 15 service recovery actions (which include service guar-
antees that are discussed in sections 14.10). You need to be able to discuss eight of these 
actions in the examination, by applying them to a case study. Let us look at an example:

867

Activity 14.1

868Study the case study “Repairing the damage” that was discussed earlier in this study 
unit. Remember that you had to select a few “mistakes” that Electrical Experts makes 
in its service delivery by applying the dimensions of quality service. 

869Now apply the service recovery actions that are discussed here to address the mistakes 
that the firm is making.

871

Feedback

872These are the obvious mistakes that Electrical Experts makes and the dimensions of 
quality service it relates to. You must now identify service recovery actions that would 
rectify these mistakes. 

873In the points below a number of service mistakes that the company make are identified 
and thereafter these mistakes are related to the service quality dimensions that were not 
adhered to (that are discussed in chapter 2 of the prescribed book). You are then asked to 
provide solutions to these mistakes. You will notice that there are many service recovery 
actions (15 of them) available to solve the problems that are identified (as shown in the 
prescribed book).

 y telephone enquiries not being answered → relates to responsiveness → give your 
service recovery actions? 

 y quotations for repairs being done haphazardly and untidily → relates to tangibles 
and communication → give your service recovery actions?
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 y waiting too long for repairmen to arrive → relates to empathy (caring), reliability (cor-
rectness of service delivered), responsiveness (on-time) and excellence → give your 
service recovery actions? 

 y repairmen are unfriendly → relates to empathy (caring), responsiveness (courtesy and 
friendliness) and communication → give your  service recovery actions?

 y broken goods taking too long to be repaired and returned → relates to assurance, 
reliability, responsiveness (on-time), competence and excellence (exceeding expected 
standards) → give your service recovery actions?

874

14.4 Self-assessment

875You have now completed this study unit and should be able to answer the following 
questions:

8761  Briefly discuss the 12 main dimensions of quality service in which a delivery break-
down could occur and relate six of them to a case study where a number of service 
delivery mistakes are shown.

8772  Graphically show the options a customer can follow when complaining about 
poor service. Discuss each of these options briefly.

8783  Briefly discuss eight recovery actions an organisation can follow when poor service 
has been rendered to a customer. You must also be able to apply these options 
to a case study where a number of service delivery mistakes are shown.

879

14.5 Reflection

880Rendering customer service of exceptional quality has become important for most service 
organisations and for companies where the service component of a physical product forms 
an integral part thereof. However, all companies experience service delivery problems from 
time to time that result in customers defecting to competitors. Identifying the reasons 
for these defections is the first step toward rectifying the matter. Secondly, an analysis of 
how customers react to a breakdown in service delivery (complaint behaviour) will serve 
to indicate how important it is to launch service recovery actions. Deciding on the specific 
actions to take is the third step in addressing service failures (service recovery strategy).
881

882

883

884

885 
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886

14.6 Summary

887You have now come to the end of your studies in the fi eld of services marketing. I believe 
that we have impressed upon you as student the importance of developing and man-
aging services of exceptional quality. This is obviously true for companies selling “pure” 
services, but also in cases where services form an integral part of a physical product 
off ering. Although many of the marketing principles involved in the selling of tangible 
products also apply to the marketing of services, there are also marketing principles that 
are unique to the marketing of intangible services. We have addressed both these sets 
of principles in this module. We trust you have enjoyed studying this module and that 
you will do well in the examination.   

888

886



118

BiBliOgraPhy

889Bitner, MJ, Faranda, WT, Hubbert, AR & Zeithaml, VA. 2000. Customer contributions and roles 
in service delivery. International Journal of Service Industry Management 8(3):193–205.

890Gilmore, A. 2003. Services marketing and management. Londen: Sage.
891Lovelock, C & Wirtz, J. 2011. Services marketing: people, technology, strategy. 7de uitgawe. 

New Jersey: Pearson.
892Machado & Diggines 2012. Customer Service. Kaapstad: Juta.  
893lmer, A. 2001. Principles of services marketing. 3de uitgawe. Maidenhead: McGraw-Hill.
894Taylor, T. 2012. IOL Travel. Available at: http://www.iol.co.za/travel/travel-news/kulula-

planes-falling-apart-passenger-1.1289383 (nagegaan op 27/09/2012).
895www.brilliantcustomerservice.com/resources/great-customer-service-case-studie 

(nagegaan op 11/10/2012).
896www.en.wikipedia.org/wiki/Tertiary_sector_of_the_economy (nagegaan op 09/10/2012).
897www.fin24./Companies/Financial-Services/FNB-clients-to-get-cash-from-tills (nagegaan 

op 20/07/2012).
898www.flysaa.com/za/en/manageMyTrip/onlineCheckin/KioskCheckin.htm (nagegaan op 

19/09/2012).
899www.gautrain.co.za/about/services/ticketing (nagegaan op 19/09/2012).
900http://www.gotravel24.com/southernafrica/city-breaks/south-africas-sexiest-airline-staff 
901 (nagegaan op 09/09/2012).
902www.heatgrillroom.co.za/about.htm (nagegaan op 28/09/2012).
903www.outsurance.co.za/insurance  (nagegaan op 19/09/2012).
904www.rhinomarketresearch.com/five-reasons-market-research (nagegaan op 29/01/2013).
905www.scribd.com/Fathi%20Salem/d/16050821-McDonalds-Case-Study (nagegaan op 

18/11/2012).  
906www.shanduka.co.za/mcdonalds-south-africa/index.html (nagegaan op 03/10/2012). 
907Ye, X & Liang, Z. 2010. The employees’ roles in service delivery. Tesis, Universiteit van Gavle. 
908



 119 MNM3713/1


