Marketing for Hospitality and Tourism (4th Ed.)




CHAPTER 2

Service Characteristics of Hospitality and Tourism Marketing
CHAPTER OBJECTIVES
Students should be able to:

1. 
Describe a service culture. 
2. 
Identify four service characteristics that affect the marketing of a hospitality or travel product.

3. 
Explain marketing strategies that are useful in the hospitality and travel industries.

CHAPTER OUTLINE
I.  
The service culture focuses on serving the customer and satisfying their needs.  Creation of a service culture must begin with top management and flow down.

II.  
Service Marketing Characteristics

A.  Intangibility – Unlike physical products, services cannot be touched, tasted, or experienced prior to consumption.   For example: A service transaction is merely a promise for a meal, or the use of a room.  This creates a heightened level of anxiety in buyers, hence credible references such as word of mouth or impartial publicity work to enhance the image of the service provider.

B.  Inseparability – In most hospitality services, all parties must usually be present for the transaction to take place. 

1.  
In the service industry, both the service provider and the customer must be present for the transaction to occur.  

2.  
The customer is part of the service.  Here, the implication is that not only the customer, but also other customers are present during the process.  For example: noisy children may be completely appropriate in the themed restaurant, but not in the fine dining establishment. 

3. 
Customers and employees must understand the service delivery system. Some hotel guests leave without ever knowing the extent of the hotel’s food and beverage facilities. The hotel did not do a good job of communicating what they had to offer; they left it up to the guest to find out. In some cases, the failure of the guest to understand the delivery leads to dissatisfaction. See Tin Tai Fung example in text.

4. 
Customers become employees.  This means hospitality and travel organization have to train customers just as they train employees. For example: fast food restaurants train customers to get their own drinks. This gives the customers something to do while they are waiting and reduces the need for employees to fill drink orders themselves.  

C.  
Variability – Each service encounter may be different.  

1.  
Service quality depends on who provides services and when and where they are provided.  The food server or room clerk may be in a particularly good (or bad) mood, affecting the service and the perceived service.  

2.  
Fluctuating demand makes it difficult to deliver consistent service (or products) during peak periods.

3.  
Heavy interpersonal contact between the service provider and the guest means that product consistency depends on the service provider’s skills and performance at the time of the transaction. See McDonald’s in text.

D.  Perishability – The element of time is explicit here; services cannot be stored.  For example: a seat on a plane cannot be sold once the plane takes off.  Likewise, a guest room cannot be sold for last Tuesday.  If service providers are to maximize revenue, they must manage capacity and demand since they cannot carry forward unsold inventory.

III. 
Management Strategies for Service Businesses

A. Positioning strongly in chosen target market: strong position can increase service effectiveness.  For example, Southwest Airlines positions itself as “Just Plane Smart” for commuter flyers—as a no-frills, short-haul airline charging very low fares.  Ritz-Carlton Hotel positions itself as offering a memorable experience that “enlivens the senses, instills well-being, and fulfills even the unexpressed wishes and needs of our guests”.  

B. Effective interaction between customers and employees: customers judge service quality on both the service deliverer and the quality of the delivery. ARAMARK example illustrates how to satisfy customers on both technical quality (the quality of the food) and functional quality (the service provided in the restaurant).

C. Managing differentiation: The solution to price competition is to develop a differentiated offer, delivery, and image. They can differentiate their service delivery through people, the physical environment and the process. For example, British Airways offers international travelers a sleeping compartment, hot showers, and cooked-to-order breakfast. McDonald differentiates its image through the golden arches symbol. 

D. Managing service quality: Service firm can differentiate itself by delivering consistently higher quality than its competitors do. The key is to exceed the customer’s service-quality expectations. “Promise only what you can deliver and deliver more than you promise!” For example, Marriott authorized its employees to do whatever it takes, on the spot, to keep guests happy. Marriott, Disney and McDonald’s look not only at financial performance, but also at service performance. A service provider’s goal is zero customer defections.  Many destinations promote tourism through the Chambers of Commerce and often tax supported visitor bureaus.  They often need to take a proactive approach to insuring a high level of quality of services offered. 

E.  
Tangiblizing the service product means taking elements outside of the service itself to manifest the quality of service. Promotional material, advertising, uniforms and the physical environment all combine to create a tangible impression for the guest.  White linen table cloths and black and white uniforms with bow ties convey an elevated level of food service.  If the food product is worthy of a hefty price, the tangible atmosphere will reinforce the perception that this is a fine establishment and deserving of higher pricing.

1.  
Trade Dress – This is the distinctive nature of a hospitality industry’s total visual image and overall appearance. In other words, this is the visual appearance of the whole establishment.  McDonald’s and Holiday Inn all have very distinctive appearances. 

2. 
Employee Uniform and Costumes – Uniforms have a legitimate and useful role in differentiating one hospitality form from another and for instilling pride in the employees.  At T. G. I. Friday’s, for example, the uniforms compliment the casual, fun atmosphere that the distinctive outside (trade dress) establishes prior to entering.  McDonald’s uniforms are consistent with their image.  Black and white uniforms with black bow ties would be inconsistent with the image that McDonald’s portrays.

F. 
Managing the Physical Surroundings – The front-desk staff in a luxury hotel should dress in professional apparel  The atmosphere and physical surroundings of McDonald’s are just as acceptable but entirely different. In each of these environments a different approach is used to convey the quality of the product/service/price.

G.  Managing Employees is part of the product. In a well-run hospitality organization, there are two customers, the paying customers and the employees.  Internal marketing is the process of training and motivating employees to provide good customer service.  This element cannot be overly stressed.  Employees who are happy at their job, do a better job and create happy customers.

H.  Managing Perceived Risk  – The nature of the hospitality service industry inevitably leads to perceived risk on the part of the customer. Nevertheless, it does give rise to higher loyalty among customers when service is consistent over time.  Customers are less likely to change to service providers with which they have less or no experience if they are happy with service they are currently receiving. One way of combating concern is to encourage the client to try the hotel or restaurant in a low-risk situation. For example, hotels and resorts offer familiarization (FAM) trips to meeting planners and travel agents. FAM trips reduce a product’s intangibility by letting the intermediary customer experience the hotel beforehand. Meeting planners sometimes select a higher rated property feeling there is less personal risk in that recommendation (IBM phenomena).  

I.  
Managing Capacity and Demand  – From the perishable nature of services, managing capacity and demand becomes a more important aspect of managing.  A hotel, for instance, cannot just add or delete rooms for upcoming high or low demand periods.  

1. Services must adjust their operating systems to enable the business to operate at maximum capacity. For example, restaurants offer buffet to increase capacity. Customers provide their own service, with the service staff providing the beverage and check, which frees the staff to wait on more customers. Furthermore, food is available when customers arrive, allowing them to start eating almost immediately. This increases turnover of tables, further increasing the capacity.   

J.  
Managing Consistency – Consistency means that customers will receive the expected product or level of service without unwanted surprises.

K. 
Managing the Customer Relationship (CRM) – CRM is a managerial philosophy and practice that combines marketing, business strategy and information technology to better understand customers. CRM calls for developing unique and lasting relationships with customers. Not common to many hospitality companies, companies like the Ritz-Carlton make intensive use of their customer database.

L. 
Service Failure – Despite the best efforts of management, sometimes service efforts fail.  Studies show that the best way to deal with customers is to provide “forthright and timely information regarding service failures”.

PAGE  
1

