
 

Services Marketing
Managing the Service Value Chain

Manfred Bruhn
and Dominik Georgi

9650 BRUH_AO1.QXD  6/10/05  4:06 pm  Page iii



 
List of figures xi

List of tables xv

Preface xvi

Guided tour xx

Publisher’s acknowledgements xxii

Chapter 1 Managing the service process by the Service Value Chain 5

It’s all about value 7
Services marketing in action 1.1: Strong competition in many service industries 7

Services are processes 13
The Service Value Chain 16

Services marketing in action 1.2: Grocery market share through customer retention 19
Services marketing in action 1.3: Service Value Chain in the tourism industry 20

Summary 22
Case study: Creating value at Ritz-Carlton 27

Chapter 2 Value creation by services marketing: Service Value Chain and 
Service Profit Chain 31

Integrating the Service Value Chain and the Service Profit Chain 33
Customer value 36

Services marketing in action 2.1: Customer segmentation based on customer 
profitability in a Scandinavian bank 41

Value-driving customer behaviours 44
Services marketing in action 2.2: Customer migration analysis 46

How customers evaluate services 48
Services marketing in action 2.3: Different sides of the same coin 50

Value contribution of the Service Value Chain 57
Summary 58
Case study: The Service Profit Chain at a UK grocery store 61
Case study: The Service Profit Chain at Canadian Imperial Bank of 
Commerce (CIBC) 64

Contents

Basic concept: The Service Value ChainPart 1

v

9650 BRUH_AO1.QXD  6/10/05  4:06 pm  Page v



 

Chapter 3 The customer interaction process: Managing customer 
integration, the service encounter and service recovery 71

Value creation by service interactions 73
Customer integration 74
Producing a service in the service encounter 76

Services marketing in action 3.1: Critical incidents of a cruise operator 81
Service recovery 91

Services marketing in action 3.2: Service recovery at Club Med Cancun 97
Services marketing in action 3.3: Successful and unsuccessful recovery 

strategies in retailing 100
Summary 102
Case study: Fujitsu Consulting: Mobile operators creating value by service 

interactions 106

Chapter 4 The customer relationship process: Managing customer acquisition,
retention and recovery 109

Value contribution of customer relationships 110
Understanding customer relationships 113

Services marketing in action 4.1: Customer relationship lifecycle 115
Understanding and managing relational behaviours 118

Services marketing in action 4.2: Tesco Clubcard 123
Services marketing in action 4.3: Who has the best loyalty programme? 124
Services marketing in action 4.4: Switching processes of bank customers 129
Services marketing in action 4.5: Reducing customer defection in the credit 

card industry 133
Services marketing in action 4.6: Experiences with managing relationships   

across industries 135
Relationship quality: Customer perceptions of their relationships to service 

providers 136
Summary 139
Case study: Tesco’s Clubcard 142

Chapter 5 Defining the benefit part of service value: The service product 147

Value contribution of the service product 148
Services marketing in action 5.1: Core service drives customer switching 149
Services marketing in action 5.2: Tetra Pak: Designing the service programme

according to the customer’s value chain 150

vi Contents

Primary value processes: Managing interactions and relationshipsPart 2

Secondary value processes: Creating service valuePart 3

9650 BRUH_AO1.QXD  6/10/05  4:06 pm  Page vi



 

Elements of the service product 151
Services marketing in action 5.3: Pizza Hut celebrates successful delivery to space 153
Services marketing in action 5.4: The impact of after sales service on customer

perceptions 160
Services marketing in action  5.5: Importance of core and relational service aspects

differ according to gender 161
Services marketing in action 5.6: Leading Hotels extends its line 165

Decisions regarding the service product 167
Services marketing in action 5.7: Service innovation at FTSE: 

The FTSE4Good Index for socially responsible investment 170
Services marketing in action 5.8: Online in air 171
Services marketing in action 5.9: Service innovation in hospital foodservice 172
Services marketing in action 5.10: easyJet: Focus on price via externalisation 181
Services marketing in action 5.11: Product elimination by financial service

providers 182
Services marketing in action 5.12: Time-lapse of the Iridium story 184

Summary 185
Case study: Recreational Equipment (REI): The greatest shop in the world 188

Chapter 6 Defining the cost part of service value: Service pricing 191

Value contribution of pricing 192
Determining service price 194

Services marketing in action 6.1: UK banks’ pricing practices for current account 
and payments services 197

Services marketing in action 6.2: Pricing for a new recreational centre 201
Services marketing in action 6.3: Multi-step synthetic pricing for a hotel 206

Strategic options of price discrimination 208
Services marketing in action 6.4:  Examples of membership-related price

discrimination 211
Services marketing in action 6.5: Price bundling at Royal Bank of Scotland 214
Services marketing in action 6.6: Last-minute birthday package 216
Services marketing in action 6.7: Price discrimination at Werder Bremen 219

Summary 220
Case study: Restructuring the pricing strategy of an Australian football club 224

Chapter 7 Delivering service value: Managing service delivery 226

Value contribution of service delivery 227
Place of service delivery 228

Services marketing in action 7.1: Food de luxe at home in Barcelona 229
Services marketing in action 7.2: Mobile learning gains foothold 232
Services marketing in action 7.3: Groundbreaking new service delivers museum-

quality high resolution art and photography into the home on flat panel 
TVs and PCs 233

Services marketing in action 7.4: Customer ‘run’ on Mediamarkt due to
marketing tricks 236

Services marketing in action 7.5: Evaluation of service locations by a pizza
restaurant chain 239

viiContents

9650 BRUH_AO1.QXD  6/10/05  4:06 pm  Page vii



 

Timing of service delivery 241
Services marketing in action 7.6:  Effectiveness of a 24-hour freeway patrol

service 244
Services marketing in action 7.7: Delivering furniture: A race with the customer 245

Channels of service distribution and delivery 246
Services marketing in action 7.8: Channel preferences of bank customers 257
Services marketing in action 7.9: Value effects of multi-channelling 258
Services marketing in action 7.10: External channel conflicts in the life

insurance industry 259
Summary 260
Case study: Multi-channelling at Mövenpick Wein Corporation 263

Chapter 8 Communicating service value: Service communications and branding 267

Value contribution of branding and communications 268
Services marketing in action 8.1: McDonald’s recovery 269

Interactional, relational and brand communications 270
Services marketing in action 8.2: Wasted communications opportunities by

UK banks 274
Service branding and communications 275

Services marketing in action 8.3: Interbrand’s brand value ranking 277
Services marketing in action 8.4: Brand image messages of US universities 280
Services marketing in action 8.5: Means–end chain of students at the University

of New Hampshire 281
Instruments of service communications 283

Services marketing in action 8.6: Permission marketing by Amex 289
Services marketing in action 8.7: Car race at Times Square 290

Integrated communications 293
Services marketing in action 8.8: Integrated advertisements by service firms 294

Summary 296
Case study: Virgin Mobile: Growth through branding and communications in a 

saturated market 299

Chapter 9 Managing employees, tangibles and technology for value 304

Managing the behaviour of service employees 306
Services marketing in action 9.1: Restructuring at Barclays 307
Services marketing in action 9.2: The McDonald’s training programme 314
Services marketing in action 9.3: Compensation drives attraction and retention 

of restaurant managers 316
Services marketing in action 9.4: Attracting and selecting new employees

at McDonald’s 317
Managing the tangibles of a service 319

Services marketing in action 9.5: Cleanliness as a tangible quality dimension
in hotels 323

viii Contents

Secondary value processes: Managing service resources for valuePart 4

9650 BRUH_AO1.QXD  6/10/05  4:06 pm  Page viii



 

Managing service technology 324
Services marketing in action 9.6: Customer motivation and productivity through 

technology in Conduit call centres 326
Services marketing in action 9.7: Driving value through technology 329
Services marketing in action 9.8: Questions for the implementation of 

service technologies 333
Summary 334
Case study: Service orientation through employee commitment at Novotel London 337
Case study: British Airways: Improving value through self-service kiosks 340

Chapter 10 Service capacity management 343

Value contribution of capacity management 345
Services marketing in action 10.1: Managing service capacity by service 

communications 346
Gaps between service demand and capacity 347
Determinants of service capacity management 349

Services marketing in action 10.2: Shopping habits affected by football event 350
Options for managing service capacity 351

Services marketing in action 10.3: Demand level analysis for the foodservice
industry 354

Services marketing in action 10.4: Ticketing procedure for Football World
Championship 2006 360

Services marketing in action 10.5: Price-related capacity management at   
Germanwings 362

Services marketing in action 10.6: Yield management at American Airlines 367
Summary 368
Case study: Capacity adjustments at McDonald’s 371

Chapter 11 Services marketing and the markets: Market strategies, international 
services marketing, service networks and service outsourcing 379

Market segment strategies 381
Market development through international services marketing 383

Services marketing in action 11.1: Cost and revenue synergies of international 
affairs at Air France-KLM 383

Services marketing in action 11.2: The rise and fall of coffee shops in Switzerland 385
Services marketing in action 11.3: International insurers going to China 386
Services marketing in action 11.4: Tesco’s international success 389
Services marketing in action 11.5: The Big Mac Index 391

Strategies regarding other providers 392
Service outsourcing strategy 392

Services marketing in action 11.6: Citibank’s technology outsourcing 393
Service network strategy 396

ixContents

The external and internal environment of value-oriented  
services marketingPart 5

9650 BRUH_AO1.QXD  6/10/05  4:06 pm  Page ix



 

Services marketing in action 11.7: Advertising agency network of the year 397
Services marketing in action 11.8: The alliances battle 399

Summary 404
Case study: IKEA’s globalisation strategy 407
Case study: Networking at Nexcom 408

Chapter 12 Services marketing and the service firm: Implementing and controlling 411
services marketing

Value contribution of services marketing implementation and control 412
Implementing services marketing: Adapting a service firm’s structure, 

systems and culture 413
Services marketing in action 12.1: Marketing decisions in the airline industry 416
Services marketing in action 12.2: Service profit responsibility at Reuters 417
Services marketing in action 12.3: Problems with implementing customer   

value orientations 423
Services marketing in action 12.4: Bonus culture in investment banks 426

Controlling services marketing: Assessing services marketing’s value drivers 427
Services marketing in action 12.5: Value drivers of department stores 431
Services marketing in action 12.6: Application of the relationship blueprint 434

Summary 437
Case study: Value drivers in the airline industry 440

Glossary 442

Bibliography 449

Index 467

x Contents

Supporting resources
Visit www.pearsoned.co.uk/bruhn to find valuable online resources 

For instructors
• An Instructor’s Manual, including sample answers for selected material in the book
• Customisable PowerPoint slides, including key figures and tables from the main text

For more information please contact your local Pearson Education sales representative
or visit www.pearsoned.co.uk/bruhn

9650 BRUH_AO1.QXD  6/10/05  4:06 pm  Page x




