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ABSTRACT

Scholarly research has produced conceptua knowledge that is based on red-life
marketing phenomena. An initid am of past research has been to produce marketing
knowledge as a base for efficient busness operation and for the improvement of
productivity. Thus, an assumption has been that the knowledge would be applied by
organisations. This sudy focuses on understanding the use of marketing knowledge
within the fidd of sarvice maketing. Hence, even if maketing knowledge about
sarvice-oriented principles and marketing of services is based on empirical research,
there is a lack of knowledge on how this marketing knowledge is in fact goplied by
businesses.

The study focuses on four essentid concepts of services marketing knowledge,
namgdy savice qudity, sarvicescape, internd  marketing, and augmented service
offering. The research involves four case companies. Data is based on in depth
interviews and questionnaire-based surveys conducted with managers, employees, and
customers of these companies. All organisations were currently developing in a service-
oriented and customer-oriented direction. However, we found limitations, gaps, and
bariers for the implementation of service-oriented and customer-oriented principles.
Hence, we ague tha the organisations involved in the study exploited conceptud
knowledge symbolicaly and conceptudly, but the instrumenta use of knowledge was
limited. Due to the shortcomings found, we aso argue that the implementation of the
various practices and processes that are related to becoming service-oriented and
customer-oriented has not been fully successful. Further, we have come to the
concluson that the shortcomings detected were at least in some respect related to the
fact that the understanding and utilisation of conceptud knowledge of service-oriented
principles and marketing of services were somewhat limited.
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INTERPRETATION OF SERVICESMARKETING CONCEPTS

1 INTRODUCTION

1.1 Research Area

Traditiondly, a disinction has been made between manufacturing indudries that offer
goods and service industries that provide services. Today, such a line cannot be drawn,
as sarvice processes are part of al business operations (Gummesson 2002). It is stressed
that &l organisations provide services, and that services need to be m@id attention to as
they may add vdue to the customer regardless of the type of organisation (Gronroos
2007). Another aspect of today is that the industrid structure has undergone a great ded
of changes, and hence, the essentid roles of services and the service indudtries are well
acknowledged, not least for their impact on economic growth (Hipp and Grupp 2005).
Service indudtries account for an even greater share of wedth and employment; today, it
is estimated that services account for 70 % of the BNP and the employment in Finland.
In order to develop services, a number of political actions have been taken. One is
setting up Serve in 2006, a technology programme managed by Tekes. The program is
vdid for 5 years, and during that time a sum of 100 millions of euros is invested on
vaious projects aming among other things a drengthening and diversfying the
development of servicesin Finland.
The study reported here is part of that programme.

1.2 Research Problem

Due to scholarly research a set of theories, concepts, models, methods, and facts have
been edablished that are based on red-life marketing phenomena (Ottesen and
Gronhaug 2004, Gronhaug 2002). An initid am of these studies has been to produce
marketing knowledge as a base for successful business operetion, i.e. for efficiency and
improvement of productivity. Thus, an assumption has been that this knowledge would
be applied by marketing practitioners and within organisations (Ottesen and Gronhaug
2004).

Due to the fact that services have a consderable role on severa levels of the
society and due to its presumable benefits, from employment of individuds to providing
potential for a more affluent society, it is essentid to understand how such knowledge is
aoplied within organisations. In fact, research clams that marketing practitioners do not
in generd exploit scholarly marketing knowledge (eg. Gray et d. 2005, Ottesen and
Gronhaug 2004). However, if it is exploited, it can be used a different levels, namey
indrumentaly, conceptuadly, and symbolicaly (Menon and Vaadargan 1992).
Instrumental use means that knowledge is directly agpplied within organisations to solve
problems, including operationa use, and drategicd definition of essentid concepts.
Conceptual use means a less direct and more an indirect use of knowledge, where
organistions do not recognise the benefits of usng the knowledge insrumentaly, but
raher use it as illumination of the knowledge base in generd. Symbdic use of
knowledge refers to a type of misuse of knowledge. This means that conceptud
knowledge is, for example oversmplified or the context is not taken into consideration.



The study reported here focuses on the marketing knowledge within the fied of services
marketing. Hence, even if knowledge about services-oriented principles and marketing
of sarvices is based on empirica research, it is not known how these marketing theories,
concepts, and models arein fact applied.

1.3 Aim of the study

The am of this sudy is to mgp how services marketing knowledge is applied by
marketing practitioners and within organisations. The study focuses on four essentid
concepts of services marketing knowledge referred also smply to as themes, namdy

Service qudity
Servicescape

Internal marketing
Augmented service offering

In order to fulfil its man purpose the sudy ams a identifying the current dae of
marketing knowledge in four case organisations, i.e. how knowledge about the four
themes are understood and on which level they are gpplied, i.e. instrumenta, conceptua
or symbolic levd. The sudy ams dso a contributing to a beneficid use of the
marketing knowledge by suggesting why and how marketing knowledge should be
utilised. The conclusons dravn are not only based on information received from
managers, but the sudy also reved's evidence gained from employees and customers.

2 THEORETICAL FRAMEWORK

Services have severd unique characteridtics that didinguish them from physical goods,
meaning that knowledge about goods cannot be trandferred to understand services.
Paticularly such characteridics as the smultaneous process of production, distribution,
and consumption as well as services being intangible and heterogeneous describe
sarvices (Gronroos 2007). Further, such characteristics as services being activities or
processes, customer paticipation in the production of services, and the interaction
between the organisation and the customer define services (Gronroos 2007). A service
being a process means that the customer experience and the production of the service
cannot be separated from each other. This is due to the fact that a service is experienced
a the same time as the sarvice production is taking place. As a consequence, a service
indicates that the customer participates actively as a co-producer in the production of
the sarvice. Customer participation indicates that a service can take many forms within
the same sarvice organisation. This means that service experiences vary as services are
experienced subjectively. As a consequence, a single service may lead to various quaity
perceptions. Nevertheless, it is essential to emphasise the role of these characterigtics as
they have implications for services-oriented principles and marketing of services, and
consequently dso for the understanding of conceptua knowledge of services and
themes discussed in this study.



The four themes of the study are closely connected to each other, and they are dl
pat of the service process. Hence, they should dl be taken into account in the
successful management of services. The fird theme is sarvice qudity, and it is an
essentid  concept that can be regarded a the same time as indiginct and difficult to
measure. Nevertheless, research has produced conceptua knowledge to understand the
perception of qudity. Here it is referred to as externd qudity, and it is a customer-
oriented concept indicating what quality is composed by and how it is perceived from
the customer perspective. The second theme of the study is servicescape, i.e the
environment where the sarvice takes place. It includes characterigics that are present
during the service process. According to previous research, one of the preconditions for
providing extend qudity is internd qudity, and thus, the third theme internd
marketing discusses sarvice qudity from an employee-oriented perspective (Gronroos
2007). Internd marketing indicates serving the customer found within the organisation,
namey employees (Bruhn 2003). The fourth theme of the dudy is the augmented
savice offaing, it defines vaious means that the organisation must teke into
congderation in order to provide high externd qudity. Hence, these means are referred
to as preconditions for externa service qudity.

2.1 Theme 1 - Service Quality

Qudity is an essentid service concept, snce it is an important indicator of customer
satisfaction, which agan may be related to the success, efficiency, and productivity of
the organisation (Bruhn 2003, Parasuraman 2002). Hence, providing service qudity is
recognised as a drategic tool. In one of the initid Sudies aming a conceptudisng
sarvice qudity, Gronroos (1984) didtinguishes between technical and functiona quality
of sarvices. Technicd qudlity is explained as what is provided by the service i.e it is
the technica outcome resulting from the interaction with the organisation, such as the
results of having a meal, or being transported (Gronroos 2007). According to the
literature functiond quality includes such characteridics as , accesshility, rdiability,
assurance, tangible, empathy, and responsveness (Kang and James 2004). Grénroos
(2007) specifies that functiond qudity is influenced by such characterisics of the
sarvice provider and its employees as professondism and ills, attitudes and
behaviour, accesshility and flexibility, and rdiability and trusworthiness. It is dso
influenced by the organisations action concerning service recovery, supported by the
perception of the servicescape, and influenced by the reputation and credibility of the
organisation providing the service (Gronroos 2007). Hence, functiona quality is based
on the achievement or the excdlence of the service process, dso explaned as how the
customer perceives the service process, i.e. the interaction with the organisation
(Gronroos 2007). Eventudly, the experienced technicad and functiona qudities cregte
an image of the organisation and thus, the image as an intangible aspect of the
organisation dso influences the experienced quality. For example, a podtive image of
the organisation means that the customer is more willing to accept poorer service
quality temporarily than in the case of a negative image of the organisation.

Perceived sarvice qudity, however, is not only based on the actud experiences,
as expectations of the services dso have an impact on qudity perceptions. For example,
Parasuraman e d. (1991) put forward that expectations can be diginguished into five
dimensons. rdiability, tangibles, responsveness, assurance, and empathy. Accordingly,
expectations of the sarvice are related to the ability of the organisation to provide the



sarvice as promised, to physca aspects such as servicescape, willingness to serve the
customer, the commitment of the organisation to provide the promised service, and the
sense of caring in providing the service.

2.2 Theme 2 - Servicescape

Many dudies have witnessed that the retal environment can subgtantidly influence
cusomers (eg. Turley and Milliman 2000, Bitner 1992). Literature refers to this
phenomenon, depending on research stream, as amospherics, shopping environment, or
servicescape. In this study we focus on the concept of ®rvicescape, which refers to the
physcd setting where the service takes place, i.e. where the service is produced,
distributed, and consumed.

Cova and Aubert-Gamet (1999) suggest that the role of the retall environment
and the phydcd setting increases due to the levd of intangibility of the service One of
the rationdes behind this reasoning is that customers need the physicd evidence for
assessing the qudity of a sarvice, and that the physica retaill environment functions as a
cue for that (Shostack 1977). This means that the environment has an instrumentd
impact on customers assessment of service qudity (Covaand Aubert-Gamet 1999).

Severd taxonomies and frameworks exis on the chaacterisics of the
sarvicescape, even if mogt are about the physical dimensons or features of the retall
environment (Tombs and McColl-Kennedy 2003). For example, Turley and Millimen
(2000) suggest a clasdfication of exterior, generd interior, Store layout, interior
displays, and human variables. The classes include such features as parking, entrances,
lighting, sounds, traffic flow, departments, product displays, posters, crowding and for
example employee clothing. In addition to physcd dimensons research acknowledges
that the perception of the servicescape and the sarvice qudity is influenced by such
characteristics as persond experiences, and spatiad context. , Persona experiences refer
to socid aspects such as the perceived image that the customer has of the organisation.
It ds0 includes such aspects as the customer's mood, which according to research
determines in some respect how the customer perceives the servicescape (Namasivayam
and Mattila 2007). Spatial context is an abstract dimenson of the servicescape, and it
refers to spatiad aspects of the retall environment. For example, according to Aubert-
Gamet (1997) such physica features of the servicescape as internd layout may lead to a
sense of crowding or spaciousness, which can have an impact on the perceptions of the
servicescape and behaviourd intentions.

2.3 Theme 3 - Internal marketing

The concept of internal marketing is based on regarding employees as customers, and
jobs as sarvices for improving externa service qudity (Ahmed et d. 2003). Thus,
employess wedfare, stisfaction, motivation, and efficiency are centra concepts of
internd marketing. Internd marketing involves processes, such as rewarding employees
in order to create and support service-oriented behaviour and customer-oriented
atitudes in the organisation. It includes communication that the organisation provides in
order to creste ways of acting in a service-oriented manner and to foster customer-
oriented thinking in the organisation. Further, internd marketing comprises training, for
example. Accordingly, it can be implied that a prerequiste for internd marketing is
leadership-oriented management, which means setting up gods and guideines,



ddegation of regponghility in an organisaiond dimae of open communication
(Gronroos 2007).

Even if the fundamentds of internd marketing are shared, severd definitions
and taxonomies exis on internd marketing. According to Gronroos (2007), internd
marketing means acting upon employees as if they were cusomers. It means providing
qudity to the cusomers found within the organisation, namey the employees. It dso
means creating customer consciousness among employees and supporting interactive
marketing (Gronroos 2007). Internal marketing indicates that the employees are
regarded as pat of the drategy of the organisation. This means that the organisation
invests in the employees, and condders that they and their knowiedge is the most
essentid resource of the organisation. As sad, internd qudity is regarded as one of the
prerequistes for providing qudity for the externd customer, and eventudly for gaining
financia success (Gronroos 2007). Internal marketing is indeed acknowledged as a
means of providing extend qudity. Sill, due to the severd definitions on internd
marketing, no agreement exists on what underlying principles and processes should be
implemented in internd marketing. Accordingly, no unified framework exists
(Badlantyne 2000). However, research emphasises that internad marketing should
involve such practices and processes as information, communicetion, training,
education, motivation, HRM, involvement (Gronroos 2007, Bdlantyne 2000,
Gummesson 1991), integration, commitment, clarity of purpose, coherence, focus
(Ahmed and Rafig 2003), empowerment, top-management support, physicd
environment, and inter-functional co-ordination (Ahmed et d. 2003). Balantyne (2000)
stresses the aims of the processes and practices as means for developing of knowledge.

2.4 Theme 4 - Augmented service offering

The augmented sarvice offering is an gpproach to understand what adds vaue to the
core sarvice. It is dso defined as a means to provide externd qudity or to create the
perception of external quality. Hence, as an gpproach the augmented service offering
defines practices or processes that must be taken into congderaion by the organisation
in order to be adle to enhance the offering in a way that crestes value for the externd
customers.

In order to create understanding of how to enhance the offering, Grénroos
(1990) distinguishes between the core service and supplementary services. The core
savice reaes to the primary service or benefit that the customer receives from the
sarvice. It is dso defined as being the fundamenta reason for why the organisdtion isin
the business, for example trangportation for an arline. The supplementary or peripherd
sarvices are defined as beng enabling (faciliteting) and enhancing (supporting) services,
such as baggage storage and catering during the flight.

The augmented sarvice offering encompasses vaious features, such as the
accesshility of the service (eg. skilled employees, suitable office hours), the qudity of
customer's interaction with the organisation and its employees, and customer’s
participation and activation in the service process (e.g. kindness, politeness) (Grénroos
2007, Storey and Easingwood 1998).

In addition to paying attention to the various festures thet conditute the
augmented service, some preconditions must be met. The preconditions or management
practices within the organisations have an impact on how cusomers perceive the
svice and the augmented service offering. Hence, they influence customers



perceptions of sarvice qudity, even though customers typicdly are not aware of them.
Accordingly, in order to augment the service offering in a way that adds vaue for the
cusomer the following prerequistes must be met, i.e the practices of customer
orientation, the creation of a sarvice sysem, internd maketing (dso  discussed
separately as atheme), and relationship marketing (Grénroos 2007).

In short, customer orientation indicates that the organisation focuses practices
and processes on the needs of the externd customers. For example, it requires knowing
who the customers are, why they are customers, and being aware of their needs and
behaviours. Hence, customer orientation is regarded as a drategic advantage in
achieving the objectives of cusomer satisfaction and loyaty (Gronroos 2007, Wren et
a. 2000). In order to create a service system that responds to customer needs, Normann
(2000) suggests the service system to be regarded from a folistic perspective. It means
decribing why and how the service works. It means, for example, identification of
targeted customers, definition of the provided service including its vaues and
recognising the resources and actions of the employees, customers, and technology that
interact in the sarvice processes. Internal marketing (the third theme of the dudy)
conditutes a drategy for regarding the internal customers, i.e. the employees, as a
means for providing externd qudity. Hence, it is a prerequisite for providing qudity for
the extend cudomers. Rdationship maketing indicaies bascdly regarding the
customers as partners with whom the company creates mutua vadue from a longituding
perspective (Gronroos 1997). Trust, mutud benefits, and fulfilment of promises are key
agpects of rdationship marketing. Ford e a. (1998) point out that reationship
marketing means creeting, developing, and Seering customer reationships. It is based
on continuous interactions instead of dngle events. Hence, the core is to edtablish
functiona relationships with the customers in order to esse co-operation, and eventualy
cregte customer loyalty.

3. EMPIRICAL RESEARCH PROCESS

3.1 Case study approach

The focd sudy was conducted with the case study approach. The approach offers
indghts into a phenomenon as seen by those involved in the ressarch The core of the
gpproach is an in-depth focus on aparticular phenomenon within a red-life context (Yin
1994). The approach is preferred when “how” and “why” questions are posed (Sayed
2006). The am of the current sudy was to investigate how conceptua services
marketing knowledge is understood and used by organisations. Further, as the research
problem is exploratory, descriptive, and organisationd, the sdected approach was
perceived as gppropriate. Since the am was related to the service sector, multiple case
companies representing different services were employed, and each case was examined
indepth.  This gpproach was hdpful for fulfilling the ams of the dudy and for
establishing an understanding of the studied phenomenon.

The sudy involved four case companies. According to Eisenhardt (1989) a
suitable number of cases are between four and ten. If they are less, it may be difficult to
identify petterns, and if they are more, the volume of data may become unmanagegble.
The sdection of the cases was purposve, and the chosen cases had both common as
wel as diffeentisting characteridics  Firdly, dl organisations were involved in



providing services for ther customers. In two of the cases the customer was a
consumer, i.e. B-C, and in the two other cases the customer was another organisation,
i.e. B-B. Secondly, the organisations represented four different types of business
operations and sarvices ddivery and logigics services, food sector, professona
sarvices, and transport-related retailing, service, and maintenance. Thirdly, the case
organisations were dl involved in sectors where business operations are based on
human resources. Fourthly, each organisation is a mgor player and market leader within
its own sector when it comes to the knowledge base or as measured in sdles.

Case dudies can employ various methodologies. This sudy is based on
interviews, a questionnaire-based survey, and secondary data, such as written
ingructions given for the employees Accordingly, the purpose of usdng vaious
methodologies was to provide more rigorous findings. The participants of the Study
included managers, employees, and customers. Data collection is depicted in Table 1.

Table 1. Data collection and sample

CASE 1 CASE 2 CASE 3 CASE 4
Theme | Theme | Theme | Theme | Theme | Theme | Theme | Theme
1 2 1 2 3 4 3 4
MANAGERS Interview 5 respondents 7 respondents 5 respondents 4 respondents
EMPLOYEES Interview 4 resp. 7 resp.
CUSTOMERS Interview 4 resp. 5 resp.
Survey 182 resp

Case companies 1 and 2 function in the B-to-C sector, case 1 providing ddivery and
logistics services, and case 2 operating within the food sector. Cases 3 and 4 are Bto-B
companies, case 3 can be characterised as being a professonad service organisation
providing knowledge-intendve sarvices, and case 4 deds with transport-related
retailing, service, and maintenance. The different themes were assgned to the cases as
follows Conceptudisation of service qudity (Theme 1) and Servicecape (Theme 2)
were dudied in the B-to-C organisgtions (cases 1+2). This was considered to be
gopropriate since service qudity and servicescape play an important role in satisfying
end customers that experience service qudity a first hand, and are in frequent contact
with the physicd resources. Interna marketing (Theme 3) and augmented service
offering (Theme 4) were dudied in the B-to-B organisations (cases 3+4). Here, we
amed to assess to what degree internd marketing was taking place, as well as the extent
to which the augmented service offering fulfilled customer needs.

As Table 1 indicates, service quaity and servicescape (Themes 1 and 2) were
dudied by interviewing 12 managers and conducting a survey with 182 customers.
Studying the date of internd marketing (Theme 3) included data from interviews with 9
managers and 11 employees. Examining the augmented service offering (Theme 4)
involved interviewing 9 managers and 9 cusomers.



3.2 Interviews

Interviews were conducted by using purposeful sampling. Snowbal sampling technique
was utilised to come into contact with gatekeepers, Smultaneoudy aming a recruiting
a wide range of paticipants. This technique is hdpful particularly for interviewing
participants of an organisation, when the researcher has limited knowledge about the
organisation, has problems in contecting participants, when confidentid information is
sought for, and when the researcher wants to secure that the participants are located in
different positions within the organisation (Jadenska and Kraimer 2005)

We interviewed a range of managers, employees, and customers to ensure
various reflections and to establish current perspectives on the themes and key issues of
the sudy. Managers were interviewed as they can provide indghts about the
organisational  perspectives on the conceptua knowledge. Employees, on the other
hand, are those who in fact employ the knowledge. Customers are those who consume
the service and hence, perceive the conceptual knowledge in practice, i.e. through the
interaction with the services provided by the organisations. Interviews were carried out
indepth and individudly face-to-face, via telephone, and by questioning via e-mail. We
drafted interview guiddines in order to ensure congsent interviewing procedure. The
guiddines were related to the conceptua themes of study, and were al rooted in the
ams to invedtigae the defined key issues The inteviews laged from 30 to
120 minutes: an average being 100 minutes. A total of 41 interviews were conducted.

In interviews with the managers of the case organisations, two themes were
encompassed (themes 1+2 or themes 3+4), and a tota number of 21 managers in four
cae organisations were interviewed (5+7/5+4). Interviews encompassng theme 3,
interna marketing, were conducted with 11 employees of two case (3+4) organisations.
The augmented service offering was investigated by interviewing a tota of nine B-B
customers (cases 3+4). All interviews were recorded, transcribed, coded, and structured
according to the interview guiddines. Andyss was peformed and peatterns were
identified. A copy of an interview guideis attached (see Appendix 1).

3.3 Survey

A questionnaire-based survey was used in order to perceive customer perceptions in the
context of a retall environment (customers of case companies 1+2). The survey covered
the themes service quality and servicescape, i.e. themes 1 and 2.

The questionnaire was developed based on theory, and was further improved
with ingghts recelved from the quditative interviews with managers. The initid section
of the questionnare requested information about demogrgphic information, such as
gender and age. The theme of service quality was measured by a question that was filled
in by gating a preference from 1 to 7 for a range of characteristics assumed to be related
to service qudity perceptions. Service quality was aso covered by questions probing for
cusomers quality expectations that exised prior to the interaction with the service
provider and consumption of the service, and quality experience after the consumption.
These questions were measured on a five-point scae, ranging from srongly disagree to
srongly agree. The theme of servicescape was covered by questions aming at assessng
the perception of the servicescape and features having an impact on this perception.
These questions were measured on a five-point scae. A draft questionnaire was



pretested on 20 respondents. Some minor modifications were made, and a revised
guestionnaire was distributed.

The sample that participated in this sudy conssts of customers of two case
companies. In other words, only cusomers that consumed the service in question were
aked to paticipate in the sudy. Data was collected a 9Sx retal environments
concerning cae 1 and a five service points concerning case 2. A total number of 182
respondents filled the sdf-administered questionnaire. Of these respondents, 65 percent
were femae, and the average age was 39.

Data was andysed usng descriptive datigticd andyss. By using this technique,
the study attempted to comprehend how service qudity and servicescape were
percaved. In addition to descriptive andyss, Wilcoxon dgned-ranks test is used.
Wilcoxon test involves comparisons of differences between measurements, meaning
that it requires that the data is measured at an interval such as before and after. In this
sudy, Wilcoxon sgned-ranks test was used to assess changes between service quality
expectations and service quality experience due to before and after service consumption.
This is a non-parametric datistica technique, and it is used when there is no hypothess
teting as such, and the data do not meet the digtribution requirements for parametric
tests. In fact, null hypothess is tha no changes gopear. Thus, it does not require
assumptions about the form of the didribution of the measurements. It should therefore
be used whenever the didributiond assumptions that underlie the t-test cannot be
satisfied.

4. CURRENT STATE OF CONCEPTUAL KNOWLEDGE

The am of the dudy is to identify the state of conceptua knowledge in organisations,
i.e. how managers understand and utilise conceptud service marketing knowledge. Such
knowledge is expected to be mirrored in customer perceptions — internd or externd. In
order to bring deeper understanding to the four themes under study, we will discuss
either how customers perceive the themes or how employees perceive them, depending
on the theme. In other words the themes will include empiricd evidence from
manager—customer perspectives or manager—employee perspectives.

4.1 The concept of service quality

The concept of sarvice qudity is reviewed through evidence received from interviewing
managers and through customer surveys.

The manager perspective

Service qudity is approached by looking a how the organisations perceive the
cusomers and how the organisations regard qudlity. First, here are some expressons
that describe how the managers of the two organisations per celve the customer s.

“The most essential thing isthat customers get what they want. It isthe customer that decides
what thecase 1 is’

“The customer knows what she will receive fromus’

‘Customer perspective and taking into account customers needsis THE THING'”
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The following expressions describe how the managersregard quality.

"Quality is linked to the product, raw-material, customer service at the point of sale,
cleanliness, and advertisement’

“If everything ok, the sales person is awake, is clean and smiles, and the environment isclean
and steady, that is quality and that is what is important to the customer”

“...Quality meansreliability. How nicely you smile to a customer is of secondary importance’

‘Customer service is one part of training. That is the core of the business’

“If we indicate in advertisements that the employees smile... Then quality means that the
employees will smile

"Fastness is one essential characteristic’

In genera it can be concluded that the organisations were service-oriented, having
introduced a customer orientation in the busness. This emerged not only from the
comments expressed by the managers, but dso from the written ingructions provided
for the employess. In these written ingructions the organisations have described, for
example, in detall customer service processes.

The concept of quality turned out to be easy to comprehend and express.
Further, as the examples above show, quality aspects of services, and the role of service
qudity for the busness are well acknowledged by the organisations. Further, the qudity
agpect of services is indeed dso paid atention to. This means that actions were taken
aming a providing externd qudity, for example, by training the employees. However,
we found severd deficiencies Firg of dl, even if actions for ensuring high sarvice
quaity were taken, the concept of qudity was not defined in the organisations. Quality
was most often described as indicating rdidbility, Steady leve of service, close
customer reationships, confidence, and fasthess of servicee As it appears, the
perspective of the qudity concept is wide and abstract. Second, it turned out that service
qudity was in fact in some respect related to the core customer service. This means that
providing customer service was perceived as an activity that by itsdf indicated service
qudity. Third, due to the shortcomings mentioned above it dso seemed that product and
service qudity were not distinguished from each other. Fourth, even if the cusomer's
role was acknowledged, qudity perceptions from the consumer’'s perspective were not
dways dedt with. This was manifeted in the written indruction, i.e busness
manuscript of one of the case companies.

The customer per spective

Here we discuss the aspects related to how the consumer perceived quality, and what
characterisics condituted consumers’ service qudlity perceptions. First, descriptive
datistics for both cases are discussed. The datistics are displayed in tables 2 — 5.
Second, the results from Wilcoxon test are examined. Tables 2 and 3 show how
customers have dated their preference according to seven service characterigtics. Some
of the characteristics are those that the case organisations assume consumers quality
perceptions are based on, whereas others are based on findings from previous research.
Tables 4 and 5 show the relation between customer expectations and experiences
regarding the seven characteristics. The tables depict how the customers perceived the
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service, and these results are based on the Wilcoxon test reported in gppendix 2
(experiences vs. exceptions).

Table 2. Customers' quality perception - Case 1

N Max Min Mean Rank order Std. Deviation
Fastness and flexibility 85 6 1 2,48 1 1,444
Reliability 88 7 1 2,75 2 1,464
Professionalism and skills 88 7 1 2,91 3 1,544
Customer service 88 7 1 3,24 4 1,661
Service recovery 83 7 1 4,99 5 1,542
Servicescape 84 7 1 5,45 6 1,134
Advertisements 86 7 1 6,03 7 1,530
Valid N (listwise) 83
Table 3. Customers’ quality perception - Case 2

N Max Min Mean Rank order Std. Deviation
Fastness and flexibility 86 7 1 2,38 1 1,312
Reliability 89 6 1 2,15 2 1,361
Professionalism and skills 84 7 1 3,19 3 1,266
Customer service 90 6 1 3,28 4 1,683
Service recovery 84 7 2 5,00 5 1,053
Servicescape 85 7 2 5,39 6 1,372
Advertisements 89 7 3 6,38 7 1,133
Valid N (listwise) 82

To begin with, the gtatistics for both cases show comparable order of preferences for the
characterigtics tested. The datistics dso show that in both cases, the strongest quality
perceptions were related to fastness and flexibility, and reliability. However, the tables
a0 show that customers vaued professonad and skilled employees dmost to the same
extent as the firg two characteristics. The preference order shows that service recovery
was not ranked as high as customer service. Servicescape and advertisements were
dated to be the least preferred characteristics. The reader must note that the tables show
an order of preference. Thus, it does not mean that service recovery, for example, is not
esentid for the quality perception. It shows that in these two cases fastness and
religbility were perceved to be more essentid for the qudity perception than service
recovery. The reader should dso note that the characteristics tested for are limited to
predefined classes. Further, some characteristics have an impact, which the consumer
may not aways be aware of. For example, servicescgpe and advertisements contain
features that may have an impact, which is not obvious to the consumer.

L A negative ranking in Appendix 2 indicates that the experience was lower than the expectation, i.e. n-
sum of customers perceived quality disappointment concerning the feature in question. The positive
ranking indicates that the experience surpassed expectation resulting in a positive perception of the
tested feature.
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Table 4. Customers' quality experience vs. expectations - Case 1

Experience Experience Experience | Total
was higher was lower = %
than expected | than expected | expectation
The service was fast and flexibility 35 18 47 100
The service was reliable 32 14 54 100
The employees were professional and 33 19 48 100
competent
Customer service was polite and 33 16 51 100
sympathetic
Service recovery was appropriate 37 20 43 100
The servicescape was functional and 20 22 58 100
pleasant
Service expected due to advertisements 28 1 71 100
was fulfilled
Table 5. Customers’ quality experience vs. expectations - Case 2
Experience Experience Experience | Total
was higher was lower = %
than expected | than expected | expectation
The service was fast and flexibility 35 22 43 100
The service was reliable 32 14 54 100
The employees were professional and 30 21 49 100
competent
Customer service was polite and 60 22 18 100
sympathetic
Service recovery was appropriate 32 17 51 100
The servicescape was functional and 18 25 57 100
pleasant
Service expected due to advertisements 25 16 59 100
was fulfilled

According to the findings, cusomers did in genera experience what they expected.
Thus, about haf of the customers could rely on therr expectations to predict what to
experience from the interaction with the service providers. It dso shows that every third
customer was in fact pogtivedy surprised by the experience. This means that ther
perception of experience exceeded their expectations. However, in order to improve the
quaity of the sarvice, attention should be pad to the middle column that shows the
characterigtics of the service that were in fact lower than expected. Hence, it appears
that in average every fifth customer was in fact disgppointed with the service quality.
Further, it is essentid to note that even if every third customer seemed to be pleased
with the experience, it does not mean that the service should not be improved. On the
contrary, it must be noted that the level of expectation was not reveded by the
guestionnaire (i.e. a very low expectation can be easly exceeded). When looking a the
gpecific features, it appears for both cases that servicescape was perceived as less
functiond and plessant than the customers had expected. This is dso true for the
perceptions regarding the skills of the employees. The Wilcoxon test reveds that for
both cases, service recovery agppeared to be a disgppointment, meaning that the
employees had not responded b customer complaints as expected. In case 2, the survey
reveded that fastness and flexibility of the service as wel cusomer service as such have
potentials for being improved in order to raise the levd of service qudity.
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4.2 The concept of servicescape

The concept of servicescgpe is reviewed through evidence gained from interviewing
managers and through questioning customers by a survey.

The manager per spective

The concept of servicescape is examined by means of how the case organisations
condder the concept of servicescape and how it is taken into account in the busness
drategy. First, some expressons that describe how the managers of the case
organisations perceived the retail environment or the servicescape.

‘Servicescape is the most essential issue’

‘ Attractiveness... the enjoyment of the retail environment...’

“When the customer comesin, seesthe environment, and thinksthat isthe kind of products...’

‘“We think about it a great deal. The environment plays such an essential role, and it represents
the company and its contact interface to the customers. The face plus functionality plus
customer service tells what the company image is’

‘Colours have sort of the most essential role’

‘... the general face ... it is defined somewhere...’

‘In the placement of furniture, we think about clearness and fromthe consumer point of view,
about clearly identified functionality’

Both organisations consdered that the retall environment plays an essentid role in the
busness. The written ingructions of case 1 defined the use of such detaled
characteristics as colours, shapes, and materids. However, when it comes to the
functiona aspects of the environment more flexibility was dlowed. The interviews
reveded for both cases that cleanliness was consdered as the most essentid aspect of
the servicescape, having the strongest impact on how the environment was experienced.
Further, the two case organisations described servicescape with such characteristics as
lightning, music, and fragrance, image through various sgnboards, socid aspects, and
sarvice. Accordingly, employees role in providing service was indeed consdered as an
essentia agpect having an impact on consumers evauaion of the servicescape. In case
2, the written ingruction of the organisation not only mentions the characterigics tha
conditute the servicescape environment, but it dso defines some reasons for usng these
features their functions, meanings, and benefits. Further, case 2 included into
sarvicexape such features as accesshility, employees, and functiondity. In addition,
colours were mentioned as a means to create an image of the organisation. Table 6
summarises the manager’ s perspectives of the servicescape.
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Table 6. Managers perceptions of servicescape — Case 1 and Case 2

Perceptions Perceptions
Case 1 Case 2
Personal experiences, such | A part of the serviceimage A tool to achieve service quality
as social aspects
Physical dimensions of the The visual appearance Image and face of the retail
environment, such as signs
Spatial context, such as The physical environment The physica environment in which the
atmospherics customer spends time
Conclusions Servicescapeis perceived as essential. Servicescape is stated to be an
It is often related to image, and essential part of providing service. A
perceived as an abstract, and partly as | strategy exists, but the shortcoming is
an undefined concept. A plan for itsimplementation
servicescape exists, but a strategy for
itsimplementation is lacking.

As it seems the case organisations have dightly different perspectives of servicescape.
Case 1 dated sarvicescgpe more often with adjectives than with concrete substantives.
In genera servicescape was more linked to a spatid issue, and concrete aspects were
seldom mentioned. In case 2, the servicescape was most often connected to concepts
such as sarvice image and service quality. Thus, visud features are regarded as tools to
creste organisational image. Further, servicescape is regarded as a tool to achieve
sarvice quaity. Servicescgpe was ds0 defined as a physica environment for customer
interaction. Thus, it is regarded as an essentia part of providing services.

Even if both case organisations had indeed pad atention to the impact of
sarvicescagpe, the interviews reveded some shortcomings. Firs of al, the concept
sarvicescape lacked a clear definition. It seemed tha in both cases, the organisations
had a holisic view on the concept, which means that the overdl view on servicescape
was indeed paid attention to. However, specific and detailed festures were taken less
into consderation It turned dso out that the retall environments were created on the
bads of customers and employees’ functiona needs. Hence, the environments were not
crested from the perspective that they would creste added vaue to the service, and
hence be pat of perceved service quaity or the augmented service offering. For
example, the digtinction between abdtract and concrete elements was not clear. The
second issue concerns dtrategy. In case 1, it seems that a plan exidts, but an overdl
drategy for the implementation of servicescgpe is lacking. This became evident from
the fact that employees and customers were not included in the servicescape, even if
these two ae the most essentid aspects condituting it. In case 2, despite the
organisation having a drategy for servicescape, the same problems as in case 1 prevall.
In other words, a drategy for implementation is lacking. In sum, we could point out
shortcomings in the practicd agpects of the implementation of drategy and internd
marketing (induding internd communication) as the mgor reasons for the problems in
both cases. Thus, we conclude that so far, the implementation of the strategy concerning
the servicescape in the two case organisations has not been fully successful.
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Here we discuss how the various features tested contribute to customers perception of
the servicescape. These features were sourced from previous research as well as the
interviews conducted with case company management. The datigics are displayed in

tables 7 - 8.

Table 7. The features that have an impact on the perception of servicescape - Case 1

N Minimum | Maximum Mean Std. Deviation
The place being trendy 76 1 5 2,22 ,961
Furnishing 79 1 5 2,77 1,176
Functionality 80 1 5 3,96 1,107
Colours 77 1 5 2,58 ,937
Fragrance 78 1 5 2,71 1,033
Cleanliness 80 1 5 3,79 1,040
Humour of the employees 78 1 5 3,00 1,184
Clothing of the employees 78 1 5 2,62 1,119
Fastness of the service 80 1 5 4,20 1,107
Social density 80 1 5 3,43 1,261
Other customers behaviour 80 1 5 3,46 1,282

Table 8. The features that have an impact on the perception of servicescape - Case 2

N Minimum | Maximum Mean Std. Deviation
The place being trendy 82 1 5 2,50 1,033
Furnishing 82 1 5 2,94 ,986
Functionality 82 1 5 3,28 ,985
Colours 82 1 5 2,71 ,949
Fragrance 82 1 5 3,80 ,853
Cleanliness 82 2 5 4,04 ,949
Humour of the employees 82 1 5 3,41 1,030
Clothing of the employees 82 1 5 2,59 1,143
Fastness of the service 82 1 5 4,20 ,895
Social density 81 1 5 3,09 1,063
Other customers behaviour 81 1 5 3,44 1,000

In case 1, the features of fastness, functiondity, and cleanliness were appreciated most
by customers. In case 2 fastness, cleanliness, and fragrance were perceived as essentid
aspects of the servicescape. In addition, the behaviour of other customers was
emphassed by the cusomers of both cases. The image of the retal environment being
trendy and the clothes of the employees were noted to be of less important.

Paticularly the importance of fastness of the provided service in case 2 is
interesting. Although the managers dated that the business itsdf should not be
associsted with fastness, the evidence shows that customers value fastness, and
gpparently thisfeature is closdly related to their image of the business.
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Next, we invedigate the themes internd marketing and augmented service offering with
the help of cases 3 and 4, i.e a professona knowledge service organisation and a
trangport-related retailing, service and maintenance organisation.

4.3 The concept of internal marketing

The concept of internd marketing is reviewed through evidence ganed from
interviewing managers and employees. To begin with, the theme is examined by
looking a how the concept of internd marketing is defined within the organisations.
Then the vaious methods for fulfilling the perspective of internd marketing ae
discussed, after which the managers perspectives of the various activities that internd
marketing involves are examined. Findly, employee view on the implementation of
internd marketing is examined.

The manager perspective

The overall managers per spective on internd marketing was expressed as follows.

‘...internal marketing, yesit isafter all much about communication, modification of thoughts
and attitudes’

‘...internal marketing is of course, i.e. internal networking—interaction, and we gaining the
atmosphere, and we knowing what people do.’

The following phrases came up when it came to describing various means to carry out
internal marketing in terms of customer orientetion, co-operation, and attitudes towards
employees. Firs, customer orientation,

‘I think... we don’ t work enough for the customer orientation. It requiresmore humbleness, and
then we would be on the right track...’

‘If problems come up, it is both written and unwritten [rule] that one should contact the
customer immediately. But the view on ‘ contacting the customer directly’ varies

‘Itisnot obvious. ... But it is the phenomenon of the new era that one is customer-oriented.’

‘Customer orientation means that we listen to the customer’ s needs and offer our jobs and
inputs based on them’

‘...a kind of comprehensive thinking is missing’

Expressions on co-oper ation:

‘The co-operation between the managers functions well. But the communication and co-
operation between ... (the different departments) ... is not so good’

‘“We have a strongly established culture, but then we have an infrastructure that supports
drawing lines' (between different departments)

‘Thereis alot to do. We have a great deal of meetings ...own departments, the department
thinking ... we take care of our own businesses..’

‘We all have the same problems, that is that all should achieve the goals, and through co-
operation itiseasier’

‘Many things work best when it goes the unofficial way’

‘...onething that came up was the insignificant interaction, communication and co-operation,
and the hopes for increasing them, through the whole organisation, on every level...’
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Aspects of the attitudes towar ds employees:

‘I would claim that such an attitude, and know-how, and motivation, and enthusiasm of
employeesisthemost central resource. So | would go behind that phrase and ook what the
employees are, because the employees are not necessarily aresource, if they arefeelingill
and things are not as they should be’’

‘...theresources of an organisation of thiskind are the skilful individuals, if their motivationis
not in place, then we arein trouble’

In addition very diverging comments came up

‘The guysat thefloor should not make so many decisions, asthey may not under stand the value
of the customer for the organisation’

‘The supervisors have an essential role ... (the employees) have we said should not
communicate so much ... as their comments may not be the best possible ones...’

Findly some comments expressng how the managers viewed vaious activities, or
tools for implementation of the means of internal marketing:

‘...we have various information occasions...’

‘...we have constantly varioustraining ' rumbas wherewhatever special know-howistrained.

‘We have so-called road-shows, where all employees areinvolved and devel op the operations,
and give their view on how to develop.’

‘“We try to go through all customer feed back’

‘“We have tried to in payment of wages ... that we would have commission system...’

‘..wetry arranging internal informative meetings and a little more relaxed meetings and then
there are social events, encouragement to attend them. Also instrumentsand gadgetry are
kept in order... That the settings are good, that’s what we try to keep on’

‘Official information is sent by e-mail through (an interna magazine)...’

‘...weare starting a new program, middle management program, which is essential to get new
manager s from them in the future’

In genera it appeared that neither of the case organisations had a drategy for internd
marketing that they would have gpplied. This became evident despite the fact that they
consgdered internd marketing as a means for providing customer satisfaction. However,
this does not mean that the organisations would not have recognised aspects of interna
marketing. On the contrary, the organisations implemented many of the characterigtics
concerning the philasophy, methods, and tools discussed in this study.

Both B-to-B case organisations paid attention to customer orientation, and were
aware of employees impact on providing externa service qudity. Further, each case
confirmed the essentia roles of co-operation, communication, and training. In addition,
the organisations regarded the employees and ther knowledge to be their man
resources. Hence, many actions were mentioned that enable the implementation of the
means to achieve a grategy of interna marketing.

However, one shortcoming is that in the organisations, internal marketing was in
fact associated with separate aspects such as internal  communication, co-operation,
internd information, and internd networking. This means that a defined drategy for
viewing internd maketing as an organisaiond philosophy including methods, and
tools for itsimplementation is lacking within the organisations.
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The empl oyee per spective

The employees expressed themsdves when it concerned their view of customer
orientation, co-operation, employees dtitudes towards the managers, and various tools
for the implementation of internd marketing drategy, such as training in the following
way.

Customer orientation:

‘Sometimes | will call (the customer), if the supervisors do not have time to do that, if | have
something that must be fixed... And the thing isthat customerstrust morewhat the employee
(who doesthe work) says than what the supervisor does. Many (customers), if supervisors
have said something, they still ask and check it (with us)’

Co-operation and employees view on managers.

‘There are people that | do not even know when they come by’

‘Exactly thefact that we are categorised in the wrong way: there arethe supervision ...salesmen
and so on. ... In the circle of acquaintances one can co-operate quite well’

‘There are also other cases than me, where the managers do not have a clue...’

‘Perhaps the management does not completely understand us, or what we can do with these
resources. It islinked to the commercial operations’

‘ Sometimes there are thanks, but not from the management, but from the colleagues and the
different departments’

Fndly some comments expressng how the employees viewed various activities, or
tools for implementation of internd marketing:

‘The salary would probably not have any impact, because it’s probably too small’

‘There should be moretraining. It isleft scarce, and we should get moretechnical training for
thisjob’ (case 4)

‘I think that we can quite independently decide whether we want to take part of courses’ (case
3

The concluson to be drawn is that severd gaps can be detected when it comes to the
implementation of internd marketing. To begin with, the empowerment of employees
when it comes to customer interaction is insufficient. For example, in case 4, employees
were not expected to contact customers directly, even if it gppeared that they did so
when the Stuation so required. Also, communication appeared to be inadequate. There
is respect for the management, and the employees sad that they understand the
chdlenges the managers had to meet. However, many employees had a vague picture of
what the management in fact does and how it functions. In case 3 the employees
mentioned that they assume that the management does not know wha the employees
do. Further, the employees perceived means for training and education as limited. These
conclusons support the deductions made that internd marketing is not implemented in
the case organisations.
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4.4 The concept of augmented service offering

The concept of augmented service offering is reviewed through evidence obtained from
interviewing managers and customers in case organisations 3 and 4. In this study we
suggested customer orientation, cregtion of a service sysem, internal marketing, and
relaionship marketing to be preconditions for extending the core service and for
providing augmented service offering.

The manager per spective

First, managers view of being customer-oriented:

Customer orientation was discussed as one method for internd marketing, and thus it
has been discussed in connection with the previous theme. As it gppeared customer
orientation was pad atention to in both cases, but it gopeared dso that it was not
entirdy implemented in the organisations. The following expressons support the
concluson

‘The better our internal operationswork, the more time we have for being customer-oriented....
It happens that one forgets ... that it is our internal operations that drive us further...’

"...waited for customer to come and buy, but now we have gone much further, but still marketing
and active customer contact, thereislot to do ... the whol e organisation must be customer -
oriented. Torealisethat it isthe customer that pays our salaries. We haveto make her life
easier, serve, be flexible, and understand things’

"I think it isnot in that way ... the customer isnot the one ... not even at the manager level itis
thought about or defined, that who are our main customers, and should we think about
other ways of acting or other customer groups

’...how we look outside, and modified us sort of to be little more customer friendly and there
wer e the experts and marketing people involved’

Crestion of aservice system

There were severd comments related to the issue of service system, i.e. al resources
and processes within and actions taken by the organisations to provide services.

" ...from placing our service points, opening hours, entering the store, how you are being
noticed when you are making an appointment...’

‘If we acted really project like, and all follow-ups and systemswerein order, it would be more
efficient, and probably customer image of us working would improve’

‘...type of customer thinking does not yet exist, it has not been dabbled’

Internal marketing

The findings regarding internd marketing have been discussed separately in connection
to the theme of interna marketing (see chapter 6.3.) Here, we confine oursalves to
dating that neither of the case organisations gpplied internd marketing as a drategy. In
both cases 3 and 4, the concept of internd marketing was relaed to interna
communication and co-operaion. In addition, in case 3 it was dso linked with internd
networking indicating co-operation.
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Relationship marketing

The perceptions on rdationship marketing were closdy reated to being customer-
oriented.

‘Knowing who the customer s are, customer groups, segmentation dueto soft and hard values, to
provide services and productsthat provide added valueto the customer, being organisedin
a customer-oriented way...’

‘The better we know our customers, the wider becomes the area where wecan do businesses’

‘“When onetal ks about segmentation one should talk about big things, and break it to piecesin
order to get the same per spective, but today | think it istoo easy to pick on small things, one
starts almost to look at individual customers’

" It isthe same thing asto send e-mails: it must become ones everyday life...it requiresthat one
works actively and in thelong run with the systemin order to make it to become a routine
and so that it becomes interesting and alive’

"We aimat personal contact becauseinthefutureit iseasier when one knowsthe people. Itis
important to know what they do for living, not only who they are. Thenitismuch easier to
call themand to get littleinside information, because in the future they may need services,
and then one can be better prepared’

'..itisnoted that if they work, long run relationships - that is how the work goes right’

'That could be, one could say that that instructsa little or even obligates partly to keep in touch,
it isnot for the worse’

The dgnificance of beng cugomer-oriented was acknowledged by the case
organisations. In case 4 customer orientation was expressed by means of providing
vaue-based service offering. This appeared to be the case dready when business
operations were planned, i.e. customer needs came before the product. Accordingly,
case 3 defined that customer orientation includes knowing who the customers are, ther
needs, and their businesses. Case 3 conddered customer orientation to be a new concept
that has been introduced only lady as means to make the busness more efficient.
However, it was regarded as a naturd way of operation, even if it was Sated that it was
not obvious that the organisation in fact operated in a customer—oriented manner.
Further, it was believed to be away to take the customer into consideration.

When it comes to defining the sarvice system it turned out that neither of the
cases had a clear definition of that. This means that neither case organisation had a clear
view of what their service offering was in fact based on, i.e. what characterigics the
tota service conssed of. In case 3 the managers view on their service offering was
quite divergfied. One explandion for this finding is tha the service offered to the
customer is most often based on customer needs, and a customer orientation is applied
in that sense. In case 4 the offering was Stated as providing the core product, and
sarvices related to that. Hence, a view on service augmentation existed, even if it can be
clamed that it is not communicated through the whole organisation. Thus, the means of
augmenting the sarvice offering through cregting a service sysem was not implemented.
However, many of the dements of sarvice system were pad atention to. For example,
the organisations shared the view that the organisation’s culture is a critical aspect for
how the customers are looked upon by the gaff, and for how service-oriented the staff
is. Further, the role of information and communication was pointed out. However,
technica resources for its implementation were regarded as insufficient in both cases.
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The bags of internd marketing is to provide the employees with internad qudity in
order to be able to provide the customers with externd quality. As discussed, severd
features required for internd marketing existed within the organisations. However, it
gopeared dso that many features of internd marketing were lacking. Nevertheless, the
most essentid finding was that both organisations lacked a clearly Stated Strategy for its
implementation. As a consequence, the sarvice offering is not augmented from the core
service to become service offerings that would add value to the customer.

The core in rdationship marketing is to edablish functiond rdationships with
the customers in order to ease the co-operation between the organisation and the
customer. The reason to create relationships was evident in both cased, i.e. to ease co-
operation and interaction with the cusomers. However, nether of the organisations saw
that relaionship marketing would create bases for customer commitment, and
eventudly loydlty.

To conclude it is evident that the concepts discussed are perceived as complex
and abdract. The respondents interviewed within the both case organisations had
different perceptions and definitions on the practices and processes dudied. This
indicates that there is no edablished drategy for implementation of the prerequisites
examined in order to augment the service offering.

The customer perspective

Here we will discuss how the customers of the two cases expressed the means of
augmenting the sarvice offering, the undelying thought being that augmenting the
savice offering provides service qudity. These ae means that the customer is not
typicaly aware of. However, customer expressons indicate that some critical aspects
should be taken into account by the organisations.

Being customer-oriented

The following comments express how the customer felt about the degree of customer
orientation of the organisations.

" ...They do not serve the customer. They work on their own terms. Not on customers
conditions...’

‘Their way of acting is completely comparable with Finnish consulting firms’

‘1 do not feel the need to increase it (being customer-oriented). And the expertiseisthe most
important’

' Somewhat customer-oriented. They acknowledge customer needs quite well’

"Their customer orientation israther biased. They take care of the customer when it comesto
serving the customer with their own knowledge. They could be more customer-oriented ...

" The discussions on customer needs are most often only related to particular projects in
negotiating offers and deals’

Providing aservice system

Some shortcomings were paid atention to regarding the service the organisaion
provided. One deficiency pointed out by the customers of case 4 was that the various
departments do not seem to co-operate. This means that the organisation does not view
their business from aholistic perspective, i.e. as a service system.
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Internal marketing

One aspect of internd marketing not only pointed out by the managers but aso noted by
the customers was the lack of skilled gaff. This notion was particularly related to case
4. Hence, following comments appeared

"1 do not know where it goeswrong. Don’t they have time, do they have too muchwork. | donot
know...’

‘...In other wordsthe problemisrecognised, so why arethere alwaystoo few men. Alwaystoo
little resources ... they know that an order will be wrong ... and still there is too little
staff...’

‘It is not my business that there is no one to do the work. I cannot call my customers and tell
them that | won’t work today because | do not have a driver. | have to find one’

Relationship marketing

Bascdly cusomers fdt that they were treated with respect. However, customers felt
aso that co-operation and communication could be more active from the service-
provider'ssde. Thisisvalid for both cases.

‘They should be more active. Usually | contact them. Perhaps onceayear. Usually| call them

‘A good exampleisthat a letter may come ... weinviteyou ... because we have noted that such
a problem has existed’

'if someone would come and say that we have investigated that you would probably need...that
would make a big impact on me, because then | would feel that they have made their
homework...’

" So far very little. The traffic is usually the other way around...’

" Thedelivery of general ... information isinsufficient; of courseif you asked you would get the
information. Information could be spread for example at customer happeningsor written...”

In generd, customers were quite pleased with the core products or services that the
organisations provide, i.e. the expertise when it came to case 3 and the physica product
in cae 4. Hence, the customers did not have any complaints when it came to the core
for why the organisaions are in the busness. The products and services were
considered asreliable, and they were in fact perceived to be better than competitors .

However, there is a shortcoming related to extending the product or service to
include services tha add vdue to the core offering. Augmentation of services was not
implemented in any of the cases. In case 3 the customer percelved participation in and
interaction with cusomers in the sarvice process, for example, through deivering
information as insufficient. It gppeared that the customers would appreciate more active
integration thorough co-operation. For example, collecting feedback was suggested as
means for that. The customers of case 4 perceived particularly that the actions taken by
the organisation after the purchase of the core product were insufficient. Hence, the
busnesses of the organisation revolve around the core service. Actions that support the
service and facilitate it were not implemented as expected by the customers.

To conclude, the customers perceived in both cases that the service providers
were somewhat passve, and hence more active co-operation could be beneficid in
order to create and maintain relaionships.
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5. FINAL CONSIDERATIONS

The study aimed & mapping how service marketing knowledge is gpplied as means for
managing a service busness by marketing practitioners and within organisations. As
previous research has clamed, practitioners do not exploit such knowledge (e.g. Ottesen
and Gronhaug 2004). This study supports thet claim.

All our case organisaions were currently developing in a service-oriented and
customer-oriented  direction, dthough the level of service orientation and customer
orientation varied between the organisations. This means tha they dl recognised service
orientation and customer orientation as means for improved performance, even if some
organisations had longer traditions in addressng the importance of providing services,
whereas some had only recently introduced a services perspective in the organisation.
The same goes for the focus on cusomers needs. Hence, some organisations had
focused on responding to customer needs for a longer time, whereas some had only
lately begun to include customer perspectives in their business. Thus, actions were
taken by dl organisations for achieving the ams s&t.

We found that some of the invedigated themes or the fundamenta principles
behind the conceptua knowledge, such as internd marketing were not used at dl in the
organisations, whereas some dements of the investigated themes were acknowledged,
such as the role of training of employees as practice of internd marketing. Another
essentid finding was that as dl concepts were not acknowledged, gaps for successfully
providing externd service qudity was detected, such as the link between internal and
externd quality. Hence, we have further concluded that a holigic view is missng. For
example, due to the lack of a hdligic view on how the mantenance of high interna
qudity enhances the externd qudity, actions to enhance the motivation for customer-
oriented behaviours among the employees were less effective. This means that the
negative consegquences of a lacking understanding of the drategic and holigtic role of
the conceptua knowledge of internal marketing could clearly be observed.

In order to get a degper understanding of the utilisstion of the concepts
investigated, the study collected data from the customers or employees, depending on
the theme. Hence, the comparisons of manager — customer perspectives or manager —
employee pergoectives reved severd deficiencies in the utilisation of service marketing
knowledge in the case organisations. The main concern that rises is the fact that there is
room for qudity improvement in each case. For example, this turned out to be true
when it comes to defining service qudity and specifying customers qudity perception
and determining what conditutes the servicescapes in cases 1 and 2, as wel as
introducing internd marketing and augmenting the sarvice offerings in cases 3 and 4.
Even though many identica perceptions exised, manager — customer perspectives and
manager — employee views vaied in many respects. The deviating perceptions
concerned, for example, the servicescape element of cleanliness. Managers dtated that it
is a key issue of service qudity, and an dement of the servicescgpe. Still, living up to
the means of cdeanliness was experienced as inaufficient by the employees. Further,
consumers dated that the experienced service recovery was an essential aspect of
sarvice qudity, yet recovery of problems was poorly managed. In fact, this was an
element not pointed out by managers a dl. Managers as wdl as customers pointed out
traning as a key issue of providing service qudity; but the employees fdt they were not
trained enough.
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Accordingly, we found that several of the practices and processes examined in this
sudy were acknowledged within the organisations. This means, for example, that some
of the issues investigated were not only acknowledged within the organisation but they
were in fact used, even if with another conceptua labd. This concerns, for example, the
conceptua themes of service qudity and servicescape. However, we have highlighted
shortcomings, due to which we have concluded that the implementation of the various
practices and processes examined has yet not been fully successful. Thus, we have
pointed out limitations to condder, gaps to fill, and bariers to overcome. The
shortcomings and problems detected were at least in some respect related to the fact that
the underdanding and utilisation of conceptud knowledge of services-oriented
principles and marketing of services were non-existent, limited to an extent, or even
inaccurate,

We have stressed that marketing knowledge can be used on different levels, i.e.
instrumental, conceptud, and symbolic (Menon and Varadargan 1992). Hence, we
mantan that the edablished sarvice marketing knowledge was, firg of al, utilised
symbalicdly. We observed that same concepts were used with various meanings within
the same organisations. This means that accurate and clear definitions of the concepts
were lacking. Thus we could detect confuson and miscommunication within  the
organisations and fragmented implementation of the conceptua knowledge. Second,
conceptual use of the concepts studied could aso be detected, which means that the
conceptua knowledge was used as an abdtract illumination. Past research supports that
such wide gpplication can be beneficid. However, the issue is tha in usng abdtract
concepts, the organisation may run into the problems mentioned above, i.e that al
members of the organisation do not understand the concepts. Hence, the resut may be
confuson and miscommunication, somewhat comparaive to usng the concepts
symbolicaly, i.e. with the wrong content. Hence, in order to operaiondly exploit
exiging conceptua knowledge, such knowledge should be trandated into concrete
definitions and sysemdicdly insrumentdised in reation to the organisaion’s own
business. This means developing performances that are not based on ad-hoc principles.
Intead they are proactively based on clear conceptud datements that are
communicated to the whole organisation. In addition, a succesSful exploitation of
conceptual  knowledge requires that the organisations understand where the knowledge
isused.

The dudy has explored and andysed the current use of service marketing
knowledge, and the findings suggest that there are severa improvements to make. We
have not attempted to give indructions on how to proceed in order to improve
performance, even if some consderations have been put forward. Instead, we amed at
identifying limitations, gaps, and bariers that hinder successful implementation  of
conceptual knowledge, as we believe that an in-depth examindion of these issues will
provide some solutions. Conceptua knowledge is a structured means to express aspects
of red-life marketing phenomena, but it should be seen concretedy. We found that
marketing knowledge was not utilised insrumentaly or operaionaly nor was it defined
drategicdly. In other words, a taxonomy explaning and defining the concepts of
savice quality, sarvicescape, internd marketing, and augmented service offering did
not exig in the organisaions. Quite clearly this has had a negative impact on the
effective development of, for example, qudity and the physcd setting of the sarvice
processes. Smilar negative effects can be seen in the context of developing service
offerings. When an underdanding of the holigic nature of an augmented service
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offering is not present in the organisation, condstent and customer-oriented offerings
(service offerings) are not created.

The quedtion that rises is why organisations trandate conceptua knowledge to a
levd of abdraction that leads to confuson, miscommunication, and fragmented
implementation. Questions that dso remain for further dudies is why such trandation
takes place, and why organisations do not implement conceptua service marketing
knowledge as intended.

6. MANAGERIAL LESSONS TO BE LEARNED

According to the literature a number of reasons can be established why conceptua
knowledge is beneficid and why it should be utilised by practitioners and within
organisations (e.g. Dacko 2006, Ottesen and Gronhaug 2004, Menon and Varadargan
1992)

Fird¢ of dl, conceptud knowledge may provide a common base for
understanding many aspects of doing business, i.e.

Help to raise relevant and important questions
Provide explanations, predictions, and understanding of various issues
Provide a broader base for understanding problems

Second, it may function as atool for

Categorising, interpreting, and understanding datain order to be able to
distinguish rdevant information from unimportant information

Avoiding information overload

Third, conceptud knowledge can be beneficid for making decisons. Hence, conceptud
knowledge can

Be used to illuminate and guide important decisons
Reduce uncertainties

Increase trust in making decisons

Help making better decisons

Reinforce the commitment to adecision

Fourth, conceptua knowledge may provide trustworthiness, i.e.

Convince or neutralise criticiam
Promote support

6.1 Service quality — a perception of excellence

The qudity aspect of services was something that each case organisation amed a. This
means that the dgnificance of providing service qudity was acknowledged in dl
organisations. However, it appeared that it was not a dl clear to managers what
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conditutes high-percelved sarvice qudity. Hence, we clam that on one hand, the
definition of sarvice qudity was inadequate. On the other hand, we aso question
whether managers impressons of the customers quality perception match customers
actua perceptions.

Our conclusion is that the two (manager vs. customer) perceptions did not match
completely. In other words, the case organisations did not entiredly understand what their
customers qudity perceptions were based on. Thus, we dress that in order to create
offerings with a high qudity some daifications must be made in the organisations.
Firg of dl, the organisations should define qudity as a holistic concept. Second, the
condituents of the service process should be specified. This means that the organisation
should unders¢and how the customer paticipates in and interacts with the service
process. It aso includes defining the various phases of the process. In other words, an
understanding of the process enables dructuring the service process, and hence,
managng it. It is essentid to point out that Structuring the process in order to, for
example, be able to duplicate the service process does not mean that the service
provided would not be based on customers needs. On the contrary, successful provison
of services requires that customers needs are the core of the service. Third, after the
process is defined, the organisation should determine how the various characterigtics of
the process contribute to the quality perception. For example, fasthess and reliability
were essentid aspects of service qudity as mentioned by customers, but also recognised
by managers and employees. However, as customer expectations concerning fastness
and reigbility were not aways met, cusomer dissppointment followed. Further, more
active integration and co-operation as means for improving externd service qudity (in
terms of co-operations between functions and processes in the organisations) were
cdled for by customers in cases 3 and 4. According to the customers, these were not
paid attention to.

To conclude, the organisations would benefit from defining the concepts of
savice qudity and service processes, and from determining the various features that
have an impact on qudity perceptions. This does not only mean that the factors
affecting customers qudity perception are defined, but that the service process itsdf is
thoroughly understood. It means trandating quality expectations into concrete actions of
the entire organisation that am a meeting these expectations. It presumes clear action
gatements that are communicated throughout the organisation.

6.2 Managing the servicescape as means of providing service quality

A great ded of money is spent on dedgning and redesgning retal environments.
According to past research, the physical setting functions as a tangible cue that has an
impact on customers qudity perceptions. Still, previous research clams (eg. Aubert-
Gamet and Cova 1999) that service providers have little understanding of the impact of
the physca environment on consumers behaviour. The findings of this study support
thet dla im.

The impact of servicescape on service qudity perceptions was acknowledged by
the case organisations of this study. However, as it gopeared the various aspects or
characteridics of the servicescape that influence customers qudity perception were not
specified. Therefore, we argue that the understanding of the concept of servicescape was
inadequate. On one hand, it appeared that the various features d the servicescape were
determined to a limited extent if a al. On the other hand, it appeared that when



27

pecifications were made, managers and employees had differing views of how the
servicescgpe was specified and this had negative effects on the planning process and on
the sarvicescgpe that in fact was developed. Apparently this resulted in varying
implementations of the written indructions. We have to question whether a limited or
incomplete specification or a specification that is perceved in different ways in the
organisation make it possble to deveop a physica seting for the service process
(servicescape) that supports ahigh level of service quality.

Regarding the servicecape, the present sudy shows that in generd, customer
experiences exceeded customer expectations. Regarding specific features examined, it
turned out that fastness, fragrance, functiondity, cleanliness, and other customers
behaviour functioned as indicators of the servicescape. Stll, we dress that not only is
the organisations understanding of the concept of servicescape inadequate, but that the
view on what in fact conditutes a servicescgpe is biased. It gppears that the
organisations view on servicescape was holistic rather than detailled. According to our
perspective this is digible, but only when concrete specifications of what conditutes a
servicescape is included in that view. However, we found that such specifications were
lacking. When specifications were made, the concrete features concerned mainly
physical dements.

Our concluson here is that the organisations should give careful condderation to
what congtitutes the servicescgpe. We suggest that the organisations determine the
gpecifications of thelr servicescgpes in detal. This would benefit service qudity. It
means not remaining limited to physca dements, but aso conddering the influence of
persond and spatid aspects. Foremodt, it indicates defining a drategy specifying the
role of the various characteristics, and how they can be steered in order to influence the
service process. This means that, foremodt, the role of various characteristics or aspects
of the servicescape should be defined and a strategy regarding how to develop them in
order to manage the sarvice process should be put in place All this must be clearly
communicated throughout the organisation.

6.3 Internal marketing — a precondition for providing service quality

We have pointed out that past research proposes severd definitions on internd
marketing, its underlying principles and hence, severd frameworks exist. Despite that, it
can be mantaned that a the heart of internd marketing lies the emphass on
employees. Further, research agrees on several of the practices and processes for
implementing internd marketing.  In this sudy we have sressed the viewpoint that in
order to provide externa sarvice qudity, the organisation should saisfy the internd
customers by providing high internd qudlity.

The case organisations of this sudy indeed acknowledged the dgnificance of
employees by emphasisng that employees and therr knowledge are the organisations
main resources. The organisations had adso recognised the dgnificance of satisfying
employees needs. Hence, actions were taken for meeting those needs, such as training,
education, and rewarding employees. The organisations dso stressed the role of co-
operation and communication, for example. As it appears, the organisations utilised
many of the practices and processes of internd marketing in order to saisfy the
employees. Still, we dress that none of the case organisations had embraced internd
marketing as a philosophy, according to which a drategy for interna  marketing
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programme would be crested and implemented. In fact, interna marketing was most
often associated with single practices such as internd communication, co-operation,
interna  information, and internd networking, which mean that the perspectives on
interna marketing were rather limited.

The limited view on internd marketing was not only due to the fact that a
drategy for internd marketing was lacking. This is aso supported by evidence gained
from employees. In fact, we found severa bariers that must be overcome in order to be
able to provide internd qudity. To begin with, lack of empowerment not only has an
impact on employees sdidfaction, but it limits the organisations misson of being
customer-oriented as well. Evidently, the lack of or limited communication adso hinders
that. Further, the inadequate co-operation between various departments not only has
effects on communication, but it aso hinders knowledge exchange within the
organisation. We adso dress tha lack of or limited co-operaion and communication
function as a barier for development of reationships within the organisation. Today,
reearch (eg. Bdlantyne 2000) emphasises group learning ingtead of individud
learning, and the barrier mentioned prevents this as well. We dso found traces of
misrust and lack of managers support. Hence, actions taken for securing commitment
to become savice-oriented and customer-oriented ae needed. This concerns
committing managers as well as employees. This argument is related to the fact tha
sarvice is not only a practice served by frontline employees, but a process involving the
whole organisation. However, our man concern is reated to the fact that employees
themsdves felt that actions taken by the organisation were insufficient. For example,
the employees perceved the traning given as inadequate. It turned out that the
employees, despite the training, could not meet the technicd requirements, for example.
Further, training appeared to be on ad hoc bass. This means tha it was not systematic
and structured, or planned on the long term.

In conclusion, it is essentid to point out that those dingle practices or processes
identified in the case organisations are not sufficient. On the contrary, we dress that a
gysematic agpproach to interna marketing is required. In other words, a draegy is
required, which defines and includes planned practices or processes. We dso imply that
such a defined programme would be beneficid for dl our case organisations. As
identified above, many internal marketing processes dready exised. However, a
drategy defining the internd marketing programme is required in order to vdidae or
reinforce, co-ordinate and enhance existing practices and processes.

6.4 Augmenting the service offering for providing added value

Past research demondrates that service augmentation serves several purposes. Hence,
augmentation is emphasised as a means of differentiating the offering and even of
cregting cusomer loydty (eg. Colgate and Alexander 2002). In this study we have
discussed augmentation from the perspective that it is a draegica decison with the
objective to provide added service vaue.

The case organisations did not have any established Srategy for augmenting the
core sarvice in order to provide added vaue and enhance customers qudity perception.
This concluson is based on the fact that the preconditions for augmenting the service
offering were not met. The preconditions studied were concepts of being customer-
oriented, sarvice sysem, internd marketing, and rdationship marketing. Hence, it
turned out that even if these practices were acknowledged by the organisations, the
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definitions of the practices and processes varied within the organisations. Further, when
the organisations had implemented related practices it appeared tha the means for ther
implementation were not sufficient. The concluson tha preconditions were not met by
the case organisations is based on evidence exposed by customers, employees, and
managers. We have exemplified severd issues that function as bariers for providing
added sarvice vdue. To begin with, dthough the importance of service qudity and
service process were recognised by managers, service quality and service process itself
were conddered inadequate by the customers. Hence, these gaps rase severd essentid
questions. Firg of dl, as quesioned earlier, do managers views on what conditutes
customers quality perceptions respond to what customers redly perceive? Second, we
have dso discussed whether managers know how the vaious characterigtics of the
service process contribute to the qudity perception. Third, we question whether the
organisations know wheat their total service offering in fact is based on?

As it appeared, several gaps could be detected that were linked to a limited
understanding of the service process and of the impact of the various features in the
process. For example, fastness and reliability were emphasised by the managers as
essentid for high qudity. This turned out to be true from the customers perspective as
wdll. Hence, it gppears that the managers acknowledge at least in some respect what the
customers vaue in the service. The issue is; are the quality expectations met? Our study
found aso features of the service process that were not pointed out by the managers, but
mentioned by the customers, such as service recovery. As it gppeared, actions taken for
sarvice recovery were essential for customers, and customer disgppointment could be
detected when adequate service recovery was lacking. This indicates a limited
perspective of the concepts of service qudity, service process, and augmentation of the
savice offering including the service system. Hence, the organisations did not provide
tools for the employees to recover quality perceptions after initid falures. The fact that
customer expectations were not met was aso discovered in cases 3 and 4. In these cases
customers urged for more active co-operation and interaction. Hence, customers
perceived that they received quality, but that providing added value through means such
as co-operation could enhance their quality perception. The previous issues indicate that
the aspect of customer orientation, cregtion of a sarvice system, and reaionship
marketing are not thought of in the organisations. Further, employees of cases 3 and 4
dressed the role of training, empowerment, and communicetion, but complained tha
these were provided in an insufficient way. As sad, these are tools for providing
interna quality, which then are prerequisites for providing externd qudity.

To conclude, it is evident that the previous concepts discussed are perceived as
complex and abdract. Particularly, a holistic perspective of augmenting the service
offering has not been consdered, and the basc issues of sarvice qudity and service
processes have not thoroughly been defined. However, we suggest that the organisations
would benefit from augmenting the service offering. Hence, to begin with, the
organisations should consder what service quality and service process include, and how
customer-perceived service qudity is provided. Then, a drategy is required that defines
the various preconditions for implementing service augmentation.
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APPENDIX 1: Interview guide for servicescape

Taus:akysymykset
Ajankohtainen tilanne organi saatiossa?
Mité palvelua yritys tarjoaa?
Kilpailijat / korvikkeet?
Tyypillisen palvelumai semar/pal vel un/toiminnan kuvaus.
Erityisen vaativien tehtavien/toimintojen kuvas.
Tyypillinen asiakas/henkil 6kunta?
Organisaationne missio javiso?
Alustavat kysymykset
Tunteeko yritys as akkai densa tarpeet ja odotukset, sek& mihin ndma perustuvat?
Palvelumai sema mééritelty osana palvelun kokonaidaatua?
Markkinointi: Palvelumaisema viestintévélineend? Kommunikaatiomahdollisuudet?
Palvelumaisema
- Onko palvelumaiseman suunnittelu yrityksessa haastatellun henkil 6 mielesté oikea?
Tehokas?
Onko se térked osa markkinointitoimintaa?
Miké sen arvo/hydty on koko yrityksen pdaméérien tavoittamisessa?
Aikaisemmin palvelumai semaan kaytetty resurssmaard?
Kuinka usein kyseinen henkil6 késitystéd — pal velumaisema? Kutsutteko kasitysta toisella
nimell&?
Palvelumai seman rooli pal veluorgani saatiossa
Mité kuuluu palvelumai semakésitykseen?
Miké& on palvelumaiseman tarkoitus?
Mill&tavalla palvelumaisema tukee asiakaskoettua kokonai s aatua?
Mita hy6tya palvel umaiseman suunnittelussavoi olla?
Minké& nékéinen on ideadli palvelumaisema?
Palvelumaiseman vaikutusta ihmisin ja heidan kayttytymiseen
- Ymmartédko koko organisaatio késityksen tarkoitusta ja sen hyddynnettavyyttd? Pitéisko
kaikkien ymmértaa?
Huomioko organisaatio henkilokunnan midipiteitd? Milla tavoin?
Kuinka usein palvel ukunnan mielipiteita tutkitaan? Miten?
Kuinka lagja organi saatiohenkil 6kunnan ja asiakkai den vuorovakutus on?
Miten asiakkaat kokevat pavelun laadun?
Aikaisemmat yritykset vaikuttavat asiakkaiden odotuksiin, kaytt&ytymiseen ja koettuun
pavelun laatuun.
Midlikuvanne yrityksen palvelusta?
Kuinka usein asiakkaiden midipiteita tutkitaan? Miten?
Palvel umaiseman suunnittelu
- Palvelumaiseman suunnittel uprosessi?
Mista prosess alkaa? Ketka osallistuvat?
Organisaation laatustandardit?
Mihin todigteisin (tutkimuksiin) suunnittelu perustuu?
Onko pavelumarkkinointiteoria hyddyllinen apuvdine ja toteutettuvallinen sellainen?
Kenen vastuu palvelua ympéréivan fyysisen maiseman suunnittelu ja toteuttaminen on?
Mitka ovat yrityksen palvelumaiseman tarkeimmét elementit? Miten nama ovat korostettu
jaohjattu?
Paaméaarien tavoittaminen palvelumaiseman avulla
Mill&tavoin organisaatio hyodyntd& pal vel umai seman strategi sesta suunnittel usta?
Missé tilantei ssa pal velumai sema useimmiten pett&&?
Missd organisaatiossa olis parantamisen varaa?
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