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Service characteristics

Services can be paraphrased in terms of their generic key characteristics.

1. Intangibility

Services are intangible and insubstantial: they cannot be touched, gripped, handled, looked at, smelled, tasted or heard. Thus, there is neither potential nor need for transport, storage or stocking of services. Furthermore, a service cannot be (re)sold or owned by somebody, neither can it be turned over from the service provider to the service consumer nor returned from the service consumer to the service provider. Solely, the service delivery can be commissioned to a service provider who must generate and render the service at the distinct request of an authorized service consumer.

2. Perishability

Services are perishable in two regards

The service relevant resources, processes and systems are assigned for service delivery during a definite period in time. If the designated or scheduled service consumer does not request and consume the service during this period, the service cannot be performed for him. From the perspective of the service provider, this is a lost business opportunity as he cannot charge any service delivery; potentially, he can assign the resources, processes and systems to another service consumer who requests a service. Examples: The hair dresser serves another client when the scheduled starting time or time slot is over. An empty seat on a plane never can be utilized and charged after departure.
When the service has been completely rendered to the requesting service consumer, this particular service irreversibly vanishes as it has been consumed by the service consumer. Example: the passenger has been transported to the destination and cannot be transported again to this location at this point in time.
3. Inseparability

The service provider is indispensable for service delivery as he must promptly generate and render the service to the requesting service consumer. In many cases the service delivery is executed automatically but the service provider must preparatorily assign resources and systems and actively keep up appropriate service delivery readiness and capabilities. Additionally, the service consumer is inseparable from service delivery because he is involved in it from requesting it up to consuming the rendered benefits. Examples: The service consumer must sit in the hair dresser's shop & chair or in the plane & seat; correspondingly, the hair dresser or the pilot must be in the same shop or plane, respectively, for delivering the service.

4. Simultaneity

Services are rendered and consumed during the same period of time. As soon as the service consumer has requested the service (delivery), the particular service must be generated from scratch without any delay and friction and the service consumer instantaneously consumes the rendered benefits for executing his upcoming activity or task.

5. Variability

Each service is unique. It is one-time generated, rendered and consumed and can never be exactly repeated as the point in time, location, circumstances, conditions, current configurations and/or assigned resources are different for the next delivery, even if the same service consumer requests the same service. Many services are regarded as heterogeneous or lacking homogeneity and are typically modified for each service consumer or each new situation (consumerised). Example: The taxi service which transports the service consumer from his home to the opera is different from the taxi service which transports the same service consumer from the opera to his home - another point in time, the other direction, maybe another route, probably another taxi driver and cab.

Each of these characteristics is retractable per se and their inevitable coincidence complicates the consistent service conception and make service delivery a challenge in each and every case. Proper service marketing requires creative visualization to effectively evoke a concrete image in the service consumer's mind. From the service consumer's point of view, these characteristics make it difficult, or even impossible, to evaluate or compare services prior to experiencing the service delivery.

Mass generation and delivery of services is very difficult. This can be seen as a problem of inconsistent service quality. Both inputs and outputs to the processes involved providing services are highly variable, as are the relationships between these processes, making it difficult to maintain consistent service quality. For many services there is labor intensity as services usually involve considerable human activity, rather than a precisely determined process; exceptions include utilities. Human resource management is important. The human factor is often the key success factor in service economies. It is difficult to achieve economies of scale or gain dominant market share. There are demand fluctuations and it can be difficult to forecast demand. Demand can vary by season, time of day, business cycle, etc. There is consumer involvement as most service provision requires a high degree of interaction between service consumer and service provider. There is a customer-based relationship based on creating long-term business relationships. Accountants, attorneys, and financial advisers maintain long-term relationships with their clientes for decades. These repeat consumers refer friends and family, helping to create a client-based relationship.

Service definition

The generic clear-cut, complete and concise definition of the service term reads as follows:

A service is a set of singular and perishable benefits

delivered from the accountable service provider, mostly in close coaction with his service suppliers,
generated by functions of technical systems and/or by distinct activities of individuals, respectively,
commissioned according to the needs of his service consumers by the service customer from the accountable service provider,
rendered individually to an authorized service consumer at his/her dedicated trigger,
and, finally, consumed and utilized by the triggering service consumer for executing his/her upcoming business or private activity.
Service specification

Any service can be clearly, completely, consistently and concisely specified by means of the following 12 standard attributes which conform to the MECE principle (Mutually Exclusive, Collectively Exhaustive)

Service Consumer Benefits
Service-specific Functional Parameters
Service Delivery Point
Service Consumer Count
Service Delivering Readiness Times
Service Support Times
Service Support Languages
Service Fulfillment Target
Service Impairment Duration per Incident
Service Delivering Duration
Service Delivery Unit
Service Delivering Price
The meaning and content of these attributes are:

1. Service Consumer Benefits describe the (set of) benefits which are triggerable, consumable and effectively utilizable for any authorized service consumer and which are rendered to him as soon as he trigger one service. The description of these benefits must be phrased in the terms and wording of the intended service consumers.

2. Service-specific Functional Parameters specify the functional parameters which are essential and unique to the respective service and which describe the most important dimension(s) of the servicescape, the service output or the service outcome, e.g. maximum e-mailbox capacity per registered and authorized e-mail service consumer.

3. Service Delivery Point describes the physical location and/or logical interface where the benefits of the service are triggered by and rendered to the authorized service consumer. At this point and/or interface, the preparedness for service delivery readiness can be assessed as well as the effective delivery of the service itself can be monitored and controlled.

4. Service Consumer Count specifies the number of intended, clearly identified, explicitly named, definitely registered and authorized service consumers which shall be and/or are allowed and enabled to trigger and consume the commissioned service for executing and/or supporting their business tasks or private activities.

5. Service Delivering Readiness Times specify the distinct agreed times of every day of the week when

the described service consumer benefits are
triggerable for the authorized service consumers at the defined service delivery point
consumable and utilizable for the authorized service consumers at the respective agreed service level
all the required service contributions are aggregated to the triggered service
the specified service benefits are comprehensively rendered to any authorized triggering service consumer without any delay or friction.
The time data are specified in 24 h format per local working day and local time, referring to the location of the intended and/or triggering service consumers.

6. Service Support Times specify the determined and agreed times of every day of the week when the triggering and consumption of commissioned services is supported by the service desk team for all identified, registered and authorized service consumers within the service customer's organizational unit or area. The service desk is/shall be the so called the Single Point of Contact (SPoC) for any service consumer inquiry regarding the commissioned, triggered and/or rendered services, particularly in the event of service denial, i.e. an incident. During the defined service support times, the service desk can be reached by phone, e-mail, web-based entries and/or fax, respectively. The time data are specified in 24 h format per local working day and local time, referring to the location of the intended service consumers.

7. Service Support Languages specifies the national languages which are spoken by the service desk team(s) to the service consumers calling them.

8. Service Fulfillment Target specifies the service provider's promise of effectively and seamlessly delivering the specified benefits to any authorized service consumer triggering a service within the specified service times. It is expressed as the promised minimum ratio of the counts of successful individual service deliveries related to the counts of triggered service deliveries. The effective service fulfillment ratio can be measured and calculated per single service consumer or per service consumer group and may be referred to different time periods (workday, calenderweek, workmonth, etc.)

9. Service Impairment Duration per Incident specifies the allowable maximum elapsing time [hh:mm] between

the first occurrence of a service impairment, i.e. service quality degradation, service delivery disruption or service denial, whilst the service consumer consumes and utilizes the requested service,
the full resumption and complete execution of the service delivery to the content of the affected service consumer.
10. Service Delivering Duration specifies the promised and agreed maximum period of time for effectively rendering all specified service consumer benefits to the requesting service consumer at his currently chosen service delivery point.

11. Service Delivery Unit specifies the basic portion for rendering the defined service consumer benefits. The service delivery unit is the reference and mapping object for the Service Delivering Price, for all service costs as well as for charging and billing the consumed service volume to the service customer who has commissioned the service delivery.

12. Service Delivering Price specifies the amount of money the service customer has to pay for the distinct service volumes his authorized service consumers have consumed. Normally, the service delivering price comprises two portions

a fixed basic price portion for basic efforts and resources which provide accessibility and usability of the service delivery functions, i.e. service access price
a price portion covering the service consumption based on
fixed flat rate price per authorized service consumer and delivery period without regard on the consumed service volumes,
staged prices depending on consumed service volumes,
fixed price per particularly consumed service delivering unit.
 
 

 Service delivery

The delivery of a service typically involves six factors:

The accountable service provider and his service suppliers (e.g. the people)
Equipment used to provide the service (e.g. vehicles, cash registers, technical systems, computer systems)
The physical facilities (e.g. buildings, parking, waiting rooms)
The requesting service consumer
Other customers at the service delivery location
Customer contact
The service encounter is defined as all activities involved in the service delivery process. Some service managers use the term "moment of truth" to indicate that defining point in a specific service encounter where interactions are most intense.

Many business theorists view service provision as a performance or act (sometimes humorously referred to as dramalurgy, perhaps in reference to dramaturgy). The location of the service delivery is referred to as the stage and the objects that facilitate the service process are called props. A script is a sequence of behaviors followed by all those involved, including the client(s). Some service dramas are tightly scripted, others are more ad lib. Role congruence occurs when each actor follows a script that harmonizes with the roles played by the other actors.

In some service industries, especially health care, dispute resolution, and social services, a popular concept is the idea of the caseload, which refers to the total number of patients, clients, litigants, or claimants that a given employee is presently responsible for. On a daily basis, in all those fields, employees must balance the needs of any individual case against the needs of all other current cases as well as their own personal needs.

Under English law, if a service provider is induced to deliver services to a dishonest client by a deception, this is an offence under the Theft Act 1978.

Service-Goods continuum
[edit] The service-goods continuum

The dichotomy between physical goods and intangible services should not be given too much credence. These are not discrete categories. Most business theorists see a continuum with pure service on one terminal point and pure commodity good on the other terminal point.[citation needed] Most products fall between these two extremes. For example, a restaurant provides a physical good (the food), but also provides services in the form of ambience, the setting and clearing of the table, etc. And although some utilities actually deliver physical goods — like water utilities which actually deliver water — utilities are usually treated as services.

In a narrower sense, service refers to quality of customer service: the measured appropriateness of assistance and support provided to a customer. This particular usage occurs frequently in retailing.

List of economic services

The following is an incomplete list of service industries, grouped into rough sectors. Parenthetical notations indicate how specific occupations and organizations can be regarded as service industries to the extent they provide an intangible service, as opposed to a tangible good.

business functions (that apply to all organizations in general)
consulting
customer service
human resources administrators (providing services like ensuring that employees are paid accurately)
childcare
cleaning, repair and maintenance services
janitors (who provide cleaning services)
gardeners
mechanics
construction
carpentry
electricians (offering the service of making wiring work properly)
plumbing
death care
coroners (who provide the service of identifying cadavers and determining time and cause of death)
funeral homes (who prepare corpses for public display, cremation or burial)
dispute resolution and prevention services
arbitration
courts of law (who perform the service of dispute resolution backed by the power of the state)
diplomacy
incarceration (provides the service of keeping criminals out of society)
law enforcement (provides the service of identifying and apprehending criminals)
lawyers (who perform the services of advocacy and decisionmaking in many dispute resolution and prevention processes)
mediation
military (performs the service of protecting states in disputes with other states)
negotiation (not really a service unless someone is negotiating on behalf of another)
education (institutions offering the services of teaching and access to information)
library
museum
school
entertainment (when provided live or within a highly specialized facility)
gambling
movie theatres (providing the service of showing a movie on a big screen)
performing arts productions
sexual services
sport
television
fabric care
dry cleaning
Self-service laundry (offering the service of automated fabric cleaning)
financial services
accountancy
banks and building societies (offering lending services and safekeeping of money and valuables)
real estate
stock brokerages
tax preparation
foodservice industry
personal grooming
hairdressing
manicurist / pedicurist
body hair removal
dental hygienist
health care (all health care professions provide services)
hospitality industry
information services
data processing
database services
Interpreting
Translation
risk management
insurance
security
social services
social work
transport
Public utility
electric power
natural gas
telecommunications
waste management
water industry


As per MBA Syllabus

Unit- 1

A service definition

Consensus has not yet been reached on a definition of a service. Some definitions have been broad, such as that by the often quoted Economist (Anonymous 1987, p. 67) which defines services as 'those fruits of economic activity which you cannot drop on your toe; anything from banking to butchery, acting to accountancy' and one referred to by the Australian Coalition of Service Industries (1995, p. 3) that services are 'all economic activity other than mining, manufacturing and agriculture'.

Two similar definitions that are easy to remember and capture the essence of a service are those by Rathmell (1974) who states that 'goods are produced: services are performed'; and Berry 's (1980) definition that 'a good is an object, a device; a service is a deed, a performance, an effort'.

 

Services definition

 

The term “services” covers a heterogeneous range of intangible products and activities that are

difficult to encapsulate within a simple definition. Services are also often difficult to separate fromgoods with which they may be associated in varying degrees.

Early conceptualisations of services marketing focused on how services differed from tangible products. Some researchers at the time doubted that any differences existed. Today, services have been accepted as being different on many grounds, some of which are shown in Figure 1.3, and as having characteristics that distinguish them from tangible products.

Figure 1.3 Differences in goods and services 

Figure 1.3 Differences in goods and services 
Source: Perreault and McCarthy (1993)

 

CHARACTERISTICS OF SERVICES

The services have unique characteristics which make them different from that of goods. The most common characteristics of services are:

Intangibility.
Inseparability.
Perish ability.
Variability

 

 

 

 

 

 

Intangibility

Services are activities performed by the provider, unlike physical products they cannot be seen, tasted, felt, heard or smelt before they are consumed. Since, services are not tangibles, they do not have features that appeal to the customerâ€™s senses, their evaluation, unlike goods, is not possible before actual purchase and consumption. The marketer of service cannot rely on product-based clues that the buyer generally employs in alternative evaluation prior to purchase. So, as a result of this, the services are not known to the customer before they take them. The service provider has to follow certain things to improve the confidence of the client:

The provider can try to increase the tangibility of services. For example, by displaying a plastic or a clay model showing patients an expected state after a plastic surgery.
The provider can emphasize on the benefits of the service rather than just describing the features.

Not all the service product has similar intangibility. Some services are highly intangible, while the others are low i.e. the goods (or the tangible component) in the service product may vary from low to high.
For example: Teaching, Consulting, Legal advices are services which have almost nil tangible components; While restaurants, fast food centers, hotels and hospitals offer services in which their services are combined with product (tangible objective) , such as food in restaurants, or medicines in hospitals etc.

 

Inseparability

Services are typically produced and consumed simultaneously. Incase of physical goods, they are manufactured into products, distributed through multiple resellers, and consumed later. But, incase of services, it cannot be separated from the service provider. Thus, the service provider would become a part of a service.

For example: Taxi operator drives taxi, and the passenger uses it. The presence of taxi driver is essential to provide the service. The services cannot be produced now for consumption at a later stage / time. This produces a new dimension to service marketing. The physical presence of customer is essential in services. For example: to use the services of an airline, hotel, doctor, etc a customer must be physically present.

Inseparability of production and consumption increases the importance of the quality in services. Therefore, service marketers not only need to develop task-related, technical competence of service personnel , but also , require a great input of skilled personnel to improve their marketing and inter personal skills.

 

 

Perish ability

Services are deeds, performance or act whose consumption take place simultaneously; they tend to perish me the absence of consumption. Hence, services cannot be stored. The services go waste if they are not consumed simultaneously i.e. value of service exists at the point when it is required.

The perishable character of services adds to the service marketerâ€™s problems. The inability of service sector to regulate supply with the changes in demand; poses many quality management problems. Hence, service quality level deteriorates during peak hours in restaurants, banks, transportation etc. This is a challenge for a service marketer. Therefore, a marketer should effectively utilize the capacity without deteriorating the quality to meet the demand.

Variability

Services are highly variable, as they depend on the service provider, and where and when they are provided. Service marketers face a problem in standardizing their service, as it varies with experienced hand, customer, time and firm. Service buyers are aware of this variability. So, the service firms should make an effort to deliver high and consistent quality in their service; and this is attained by selecting good and qualified personnel for rendering the service.




 

 

 

 

 

 

 

Customer relationship management

 Introduction

Customer relationship management (CRM) encapsulates many of the concepts we have discussed in the earlier chapters in terms of segmenting and targeting our customers to reach a more profitable segment, making use of customer databases, and using one-to-one marketing and technology such as online marketing. In addition, the issues of customer satisfaction and customer loyalty are important concepts that we will discuss because of their impact on customer retention.

Next, as the distinction between customer satisfaction and quality in service industries is often blurred and defined in different ways by various authors and indeed practitioners, we describe how these two concepts are distinct but interrelated.

 Customer relationship management

Customer relationship management (CRM) is a relatively new buzzword referring to the process of understanding and retaining customers, in particular, the most valuable customers. To achieve this we need to be able to appreciate the costs and profits of each customer and then customise our products to ensure a profitable relationship. In other words CRM is about examining the lifetime values of customers to the organisation so they can be targeted and invested in wisely.

By now you should be thinking about the similarities of CRM with the marketing orientation, noting how it differs from transactional marketing, and reasoning that customer satisfaction must be important in ensuring the success of CRM. In addition, you should also be able to reflect on how the one-to-one concepts discussed in Chapter 10 could be applied to achieve CRM.

Although CRM may be a recent buzzword, it has been practised for many years. Ask your parents about the local corner store and the relationship they had with the store owner who both managed and worked in the store. The store owner would know the names of the customers, what products they would be likely to purchase, and know some personal details about the customers (birthdays, spouse and children names, favourite sports team and/or hobbies). All this information would be gained by taking the time during each transaction to chat and thus to understand the customer.

Today many of the corner stores are being replaced by shopping malls and supermarkets conducting business with hundreds or even thousands of customers per day, all being served by a multitude of employees. The chats have been replaced with the non-emotive 'Good morning how are you today'. Customers have become reduced to being a credit card number. This is why relationship marketing, the precursor to CRM, developed. Organisations realised that if they were able to regain the personal touch of the corner store and personalise product offerings to customers' needs they may be able to retain customers. If customers were being retained, greater profits were possible.

Customer retention is a long-term approach to retaining customers by focusing on existing customers rather than seeking new customers. With the ever-changing marketplace and customers becoming more informed about other products, profits could result from retaining customers. This could be due to, for example, reduced promotion expenses because a customer who is satisfied with the service will generate positive referrals through their word of mouth advertising for the organisation.

Turn to the next reading now for an overview of CRM and the benefits of actively attempting to retain customers. The additional reading is interesting as it provides a brief historical development of CRM and the ten commandments of CRM for the 21 st century.

Service quality

Service quality is a recent concept in the services marketing literature. In fact there was little academic research in service quality until the 1980s. However, the area of service quality is now one of the largest areas of research.

From your understanding of the characteristics of services you will no doubt also appreciate that achieving consistent, high quality delivery of services is not a simple matter. The interactive nature of the service experience effectively precludes it, quite aside from whether or not we could reach agreement on just what service quality actually means.

Most of the definitions of quality are derived from manufacturing environments where it is easy to determine which products are suitable for sale or rejected. However, these are not always suitable for services as manufacturers do not have to contend with the customer being a participant in the production process.

 

Definitions of service quality have included:

'[Service] quality refers to the extent to which a service is what it claims to be and does what it claims to do' (Mudie and Cottam 1993, p. 77).

'Service quality is . an intuitively integrated value of the appropriateness of the service offerings to the customers' (Sasser et al. 1978, p. 177).

'Quality can be defined only by customers and occurs where an organisation supplies goods and services to a specification which satisfies their needs' (Palmer 1994, p. 174).

'Service quality is a measure of how well the service level delivered matches customer expectations. Delivering quality service means conforming to customer expectations on a consistent basis' (Lewis and Booms 1983, cited in Parasuraman et al. 1985, p. 42).

In contrast to the first definition that is goal oriented, the last three have a customer focus, which is now seen as being a necessity when discussing service quality. Service quality then can be defined as the extent to which any service meets customers' needs requiring the focus of the entire organisation and being ongoing.

If service quality is defined by the customer, AND we know that customers require services to satisfy different wants and needs, AND customers have different expectations of the service experience, it becomes clearer then that service quality will mean different things to each customer.

When we then consider that achieving consistent high quality is difficult due to the interactive nature of the service experience (remember the servuction model and the heterogeneity characteristic), it becomes clearer why Parasuraman et al. (1985) claim service quality is elusive and indistinct.

If you are beginning to think this is all beginning to sound like customer satisfaction, well do not be too concerned because the two concepts are related. Customer satisfaction is a short-term measure and is the outcome of the customer's evaluation of a specific transaction. Service quality can be differentiated because it is an attitude that pertains to the customer's global evaluation of the service offering. That is, the evaluation is formed from a series of evaluated service experiences.

You may find Parasuraman et al.'s (1985) definition useful in clarifying service quality as being:

consumer's judgement [across multiple service encounters] about the firm's overall excellence or superiority . it is a form of attitude related, but not equivalent to satisfaction.

Read now what your text has to say about quality, noting that where we have approached quality from the perspective of service quality, your text examines quality from a broader approach. This will provide an introduction to the much deeper discussion on quality that you will gain in the Quality Systems and Customer Service unit during your studies. We will come back to Parasuraman et al's (1985) view of service quality shortly.

 

 

 

 

 

Conceptual model of service quality

In their model of service quality, Parasuraman et al. (1985) describes the service quality process in terms of 'gaps'. That is, gaps between expectations and perceptions of management, employees and customers. Parasuraman et al. (1985) proposed five gaps in all as illustrated in Figure 12.2.

Figure 12.2 Service quality model 

Figure 12.2 Service quality model 
Source: Parasuraman et al. (1985, p. 44)

 

Gap 5 is seen as being the most important gap which is between customer's expectations of service and their perception of the service actually delivered. The service organisation's goal is to close or narrow Gap 5 and it accomplishes this by closing or narrowing the first four gaps.

Gap 1 is between consumers' expectations and management perceptions of consumer expectations, or in other words, the gap is between what customers want and what management think they want.

The size of this gap is dependent upon factors such as the amount of communication from employees to management in the organisation, the number of management levels and if management has difficulty in understanding consumer behaviour.

Gap 2 is between management perceptions of customer expectations and quality specifications set for service delivery.

The gap in Gap 3 occurs between the quality specifications set for service delivery and the actual quality of service delivery.

The final component of the model, Gap 4 , exists between the actual quality of service delivery and the quality of service delivery described in the firm's external communications. Gap 4 thus relates to the difference between what the firm promises to deliver in its communication and what it actually does deliver to the customer. Therefore if a promise is broken by the organisation, the customer will perceive service quality to be lower than expected.

In short, Parasuraman et al.'s (1985) model of service quality focuses on closing the gap between customers' expectations and perceptions of what they actually receive. Although the model provides a key diagnostic tool for service quality, to be effective, the model needs to be part of a company-wide focus on quality.

 

 

 

 

 

 

SERVQUAL

SERVQUAL is a conceptualisation of service quality which measures service quality as perceived by customers (therefore Gap 5). Parasuraman et al. (1985) applied this label to the questionnaire developed in conjunction with their model and it is now common for the model we discussed earlier to carry the same name.

The SERVQUAL questionnaire is used to help service organisations better understand the service expectations and perceptions of their customers and it operationalises and measures service quality along five dimensions as also shown in Figure 12.3:

tangibles ¾ physical environment, appearance of employees etc

reliability ¾ if firm has kept its promise

responsiveness ¾ firm's ability to meet customers' needs

assurance ¾ customers' trust and confidence in the firm

empathy ¾ firm's willingness to go beyond customer needs.

 

Figure 12.3 Extended model of service quality 

Figure 12.3 Extended model of service quality 
Source: Zeithaml et al. (1988, p. 46)

Turn now to the next reading to find out more about Parasuraman et al.'s (1985) model and an examination of the reliability of the SERVQUAL measure for ocean freight shipping services.

 

 

 

 

 

Segmentation and Targeting and positioning  of Services

Segmentation and targeting is a means by which a number of important benefits are secured for both providers and consumers of products and services.

In summary,the benefits of segmentation and targeting are as follows:

1. It facilitates efficient resource utilization. Indiscriminate use of the marketing mix is a wasteful use of precious resources. By identifying and targeting discrete segments  of consumers (retail or corporate), a company is able to limit the scope of individual components of the mix and thus reduce costs. To take a simple example, an advertising programme involving the use of the press media will be lessexpensive if it involves the use of magazines that are read by a discrete target segmentof consumers rather than the entire population. Similarly, products

designed to meet the particular needs of a given segment will not need features they do not require. Thus, segmentation results in greater resource efficiency,  which benefits consumers through better value, shareholders through reduced waste and lower costs, and the environment through resource efficiency.

2. It allows effective targeting of new customers. The logical next step from segmenting

a market is the selection of segments to target for marketing activities. Nowadays,

it is unusual for a company to have a completely indiscriminate approach to targeting

new customers. As the costs of customer acquisition have increased and companies become increasingly focused upon customer profitability, they have to be selective in respect of which kinds of people or organization they want to be  their customers. It must be appreciated that different customers display differentcharacteristics and behaviours that impact upon customer  value. For example, in the UK, SAGA targets people aged over 50 for its range of leisure and financia  services. SAGA is able to price its motor insurance premiums very keenly, as the

over-50s represent a low-risk group in terms of propensity to incur motor claims. Thus, SAGA can be very price-competitive and deliver superior value to this group of consumers in a way that would not be possible if the company was trying to serve a mass market.

3. It facilitates competitive advantage. The more specific an organization’s approach to segmenting the market, the easier it is to establish and maintain competitive advantage. This arises by virtue of the fact that competitive advantage is a relative concept that involves differentiating an organization from its rivals in the eyes of its customers. Self-evidently, the more indiscriminate the approach to targeting,

the wider the array of competitors against whom an organization will have to seek to differentiate itself. In the case of SAGA, it is required to maintain a competitive advantage over those other organizations that also seek to target the over-50s – such as RIAS. This presents SAGA with a smaller set of key rivals than if it were to target the entire adult population. In turn, this makes it easier to achieve and maintain differentiation.

4. It directs the marketing mix. Best practice dictates that each target segment chosen by

an organization should be subject to a specific and relevant marketing campaign.

In this way, marketing is managed to achieve the best fit with each target segment.

Consider the case of the NFU Mutual Insurance Company. Originally aimed at

providing for the insurance needs of Britain’s farmers, it has repositioned itself

to address the insurance and investment needs of the following segments:

● farmers

● people who live in rural communities

● people who live in non-metropolitan towns and have an affinity for the countryside.

The mix for the farming segment includes insurance products that are specific to

farmers, such as crop and livestock insurance. In terms of promotion, it advertises extensively in the farming press. As far as rural dwellers are concerned, it uses radio and television selectively to target those who live in predominantly rural parts of the country. Its product range is geared towards rural dwellers with a special interest in country pursuits such as horse-riding

 

 

Part 4: Segmentation, Targeting and Positioning



In order to be an effective and efficient business, you should seek out your target customer market. There are three main issues to consider when determining your target market:

Market segmentation

Market segmentation involves grouping your various customers into segments that have common needs or will respond similarly to a marketing action. Each segment will respond to a different marketing mix strategy, with each offering alternate growth and profit opportunities.

Some different ways you can segment your market include the following;

Demographics which focuses on the characteristics of the customer. For example age, gender, income bracket, education, job and cultural background.
Psychographics which refers to the customer group's lifestyle. For example, their social class, lifestyle, personality, opinions, and attitudes.
Behaviour which is based on customer behaviour. For example, online shoppers, shopping centre customers, brand preference and prior purchases.
Geographical location such as continent, country, state, province, city or rural that the customer group resides.
Targeting

Segmentation targeting and positioning businessAfter segmenting the market based on the different groups and classes, you will need to choose your targets. No one strategy will suit all consumer groups, so being able to develop specific strategies for your target markets is very important.

There are three general strategies for selecting your target markets:

Undifferentiated Targeting: This approach views the market as one group with no individual segments, therefore using a single marketing strategy. This strategy may be useful for a business or product with little competition where you may not need to tailor strategies for different preferences.
Concentrated Targeting: This approach focuses on selecting a particular market niche on which marketing efforts are targeted. Your firm is focusing on a single segment so you can concentrate on understanding the needs and wants of that particular market intimately. Small firms often benefit from this strategy as focusing on one segment enables them to compete effectively against larger firms.
Multi-Segment Targeting: This approach is used if you need to focus on two or more well defined market segments and want to develop different strategies for them. Multi segment targeting offers many benefits but can be costly as it involves greater input from management, increased market research and increased promotional strategies.
Prior to selecting a particular targeting strategy, you should perform a cost benefit analysis between all available strategies and determine which will suit your situation best.

Positioning

Positioning is developing a product and brand image in the minds of consumers. It can also include improving a customer's perception about the experience they will have if they choose to purchase your product or service.  The business can positively influence the perceptions of its chosen customer base through strategic promotional activities and by carefully defining your business' marketing mix.

Effective positioning involves a good understanding of competing products and the benefits that are sought by your target market. It also requires you to identify a differential advantage with which it will deliver the required benefits to the market effectively against the competition. Business should aim to define themselves in the eyes of their customers in regards to their competition.

 

 

Integrated Marketing Communications, or just IMC for short, has been defined by the American Marketing Association as “a planning process designed to assure that all brand contacts received by a customer or prospect for a product, service, or organization are relevant to that person and consistent over time.”

Integrated Marketing Communications takes into account (at least as much as possible) every single possible imaginable way you and your customers (and prospects) interact with each other.  This includes traditional and non-traditional media, both online and offline.

Traditional media usually refers to mass media- the use of TV, radio and newspapers.  As businesses find new and innovative ways to promote their products and services, you now have a wide array of non-traditional media to connect with your market: local store events, viral videos, the use of social media like Facebook, MySpace and Multiply, and even parties and concerts.
Online marketing channels are huge these days: with search engine optimization (SEO), blogs, podcasts, social media of all kinds, online TV shows and workshops, and you also have online affiliate programs, pay-per-click ad schemes, and e-mailblasts.  Aside from traditional mass media, offline marketing channels also consider direct mail campaigns, public relations, the use of billboards and industry analyst relations.
As you can see, you have a whole lot of marketing tools to play around with, and it can be easy to get lost in figuring out the best ones to use for any given promotional campaign.

Let’s review:  the goal of Integrated Marketing Communications, or IMC, is to bring together all the elements of your corporation (advertising, sales, customer service, public relations, direct marketing, sales support, etc.) into a singular, unified force rather than having these different departments all work independently and separately from each other.

The end result is that you have a single concept; a single brand message across all your marketing channels, customized for any advertising or promotional effort, bearing in mind time, budget and the goals of the current campaign.

In the years I’ve worked in the broadcasting and marketing business, I can’t help but notice a large number of corporations that don’t embrace the management concept of Integrated Marketing Communication- they still hang on to antiquated marketing processes and practices from the past. While the concept of IMC had already been introduced several years ago, its importance to SME’s have grown- particularly with today’s more challenging business environment.

5 Reasons Why IMC Is More Important These Days:

1.  More Contact Points. It used to be that traditional mass media (radio, print, TV) was the way to go when it comes to advertising a product, service or brand.  While they still have their uses, your customers now interact with your brand in so many ways beyond this.

A customer may have heard about your restaurant from another friend when they had a great dining experience there the last time.  He goes online to check out the menu, and calls up the resto to make reservations.  When he and his date comes in, they can’t help but notice how cozy the place is, and get the chef’s recommended dishes for the night.

It is the aim of any Integrated Marketing Communications practitioner to cover ALL these contact points: including customer service, store design, direct marketing, word-of-mouth marketing, the internet, after-sales service, new media etc.

2.  More specialized media. It used to be that mass media was enough to cover any advertiser’s needs.  But with ever-increasing ad clutter, shorter attention spans and greater resistance to advertising, your customers now tend to be a lot more selective: they shut out the stuff they feel they don’t need, and go with the stuff that they want.

So media now tends to zero in on a particular niche market: you now have a cable channel just for kids- 24/7; totally unheard of at my time.  You’ve seen magazines that cater to entrepreneurs, pet owners, budget travelers, mothers and sports fans.

Recently, we’ve seen even more specialized media: you have podcasts now that talk about starting up a successful small business, viral video clips of cats, and blogs on cheap hotels and resorts in the Asia-Pacific.

3.  More than ever, customers are king. The power has shifted from the manufacturers (those who make a product) to the retailers (those who actually sell the product).  We all know it: it’s easier to keep an existing customer happy than it is to win back a customer you lost.  Retailers now place greater emphasis on protecting their clientele- and take great pains in whipping up the best possible experience for their patrons- before, during and after the sale.

4.  Marketing in now more data-based. When a client blows US$10 million on a local TV ad campaign, does it know exactly how many people watched his ad?  Out of those who did see the ad, how many of them actually remembered it was all about?  And of those who did manage to remember what it was about, how many answered the call to action?

More advertisers are reluctant to shell out wads of cash for media buy- and rightly so.  How do you know you’re getting your media investment back?  Understandably, they want to see figures- to see exactly how that quarterly ad campaign budget is spent, and ask themselves: is it really worth all the time, money and effort?

Particularly among small- to medium-scale enterprises, you now have all kinds of marketing tools for any given promotional campaign.  As business becomes more cutthroat, business owners who are also now more involved in the marketing process hang on tightly to their media budgets- and let go after carefully choosing the right mix of media- both traditional and non-traditional.

5.  More widespread internet use. Thanks to the worldwide web, your customers can check out what they want anytime they feel like it.  Conversely, it also means that your business can also exist outside your regular business hours, and therefore have the opportunity to keep selling 24/7.

[bookmark: _GoBack]Every company should have an online presence now- and it doesn’t have to be a static brochure-type website. Company blogs give a more human face to your business, allowing you to interact with your online audience.  Innovative promotional activities can help bring in new business.  And you can expect your clientele to talk about you- particularly so if your product, service or brand has made a tremendous impact on them- both in good and bad ways.
