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Preface


You can’t see them—so how do you sell them?

That’s the problem with services.

I first learned this fourteen years ago when I wrote my first ad for a service. It wasn’t a product. So I couldn’t show the service roaring along S-curves on Big Sur, draped on Cindy Crawford, or served on fine china. I couldn’t show the service doing anything, because services are invisible; services are just promises that somebody will do something.

How do you sell that?

Years of wondering and twenty-two years of working as a service and with services—including with four of America’s best premier service companies—led to this book.

This book begins with the core problem of service marketing: service quality. It then suggests how to learn what you must improve, with examples of techniques that work. It then moves to service marketing fundamentals: defining what business you really are in and what people really are buying, positioning your service, understanding prospects and buying behavior, and communicating.




Introduction


Peering through Harvard Business School’s catalog of marketing case studies, I discover that only one in four cases involves a service.

Two weeks later I see the newest Fortune 500, which for the first time includes service companies. Sixty percent of the companies are referred to as services, but even that figure understates the role of services in our economy, because many of the manufacturers listed in the Fortune 500 are, on closer inspection, something different. Industrial giant General Electric actually derives 40 percent of its revenues from services, for example. Nike, presumably a running shoe manufacturer, does not make shoes. It only designs, distributes, and markets them. Nike is primarily a service company.

Almost three in four Americans work in service companies. By 2005, eight in ten will. But there is the Harvard Business School catalog, implying something different.

In short, America is a service economy with a product marketing model. But services are not products, and service marketing is not product marketing.

A product is tangible. You can see it and touch it. A service, by contrast, is intangible. In fact, a service does not even exist when you buy one. If you go to a salon, you cannot see, touch, or try out a haircut before you buy it. You order it. Then you get it.

You can use your other senses to evaluate most products, too. Take a new car:

You can admire a car from dozens of angles. You can feel the smooth finish against your palm and the comfort of the leather seats against your back. You can hear the steady rumble of the engine, the faint hum of the electric windows, and that special thud of the car door—for most people, the ultimate test. You buy with your nose, too, seduced by that newcar smell the car makers cleverly sneak in.

You cannot sense much about a service, however. You cannot hear the hum of a tax return being prepared, smell a good divorce attorney, or try on a dry cleaner to see if it flatters you. In most cases, you buy a service touch, taste, feel, smell, and sight unseen.

Few services have price tags. You interview a service to redo your kitchen, revise your company’s pension plan, or cater your anniversary party. At that moment you probably do not know the cost and fear what it might be. A representative of the service promises to “go back to work up an estimate.” At that moment you are not sure you will be able or willing to pay the amount the firm eventually quotes.

As a result, you feel even more uncertain and fearful.

You usually know when a product fails. The stereo stops playing, the clutch stops clutching, the milk tastes terrible. Knowing when a service fails is much harder. Was that good advice from your benefits consultant, or good painting from your house-painter—that is, was it the service you bargained for? Who knows?

Because most product failures are obvious and provable, most products can be warranted. Most services cannot be. As a result, your only recourse for most service failures is either painful negotiation or agonizing litigation.

So you buy a service with no guarantees—and even more uncertainty.

Manufacturers make products using a well-tested and monitored process that ensures consistent quality. Service companies deliver their “product” through a series of acts that rarely can be routinized into a reliable process. No genius has devised a process, for example, for producing consistently good print advertisements.

And it is very hard to manage those limited “processes” through which most services are delivered. Take an advertising example again. An agency’s account supervisor goes out on a photo shoot, downs four banana daiquiris at the hotel bar afterward, and then tries to lure the female client up to his room. She fires the agency the next afternoon.

What process could possibly have prevented that service failure?

So compared to products, services are loose cannons on deck, capable of pivoting around and blowing up the ship any minute. The poor captain rarely feels in control, and the poor prospect often feels just as worried.

The products we buy are built miles away by people we have never met. So we rarely take product failures personally. The services we use, by contrast, usually are provided by people we have met or at least spoken with. When that person fails to do what she promised, we often take it personally. We ask, “How could you do this [to me]?” while the service provider explains, prays, curses, and backpedals furiously—all at the same time.

So as a service marketer—doctor or architect, dry cleaner or accounting firm, broker or house-painter—you face prospects almost shaking with worry, and sensitive to any mistake you might make. That is where your marketing must start: with a clear understanding of that worried soul.

Even if you do not consider yourself a service marketer—if your business is pacemakers, cars, or software, for example—this book applies to you, too. Because chances are you are a service marketer—or should be. If you make pacemakers, you know that every time a salesperson defects to a competitive pacemaker company, the doctors served by your salesperson defect, too. Most doctors do not buy pacemakers; they buy that expert pacemaker salesperson who can go into the OR and advise on the device, procedure, and programming. Pacemaker buyers buy a service.

Similarly, many people who buy Saturn automobiles actually buy the intangible services that Saturn offers: no-hassle pricing and vigilant service and maintenance. The car merely gets Saturn into the game; the service makes the sale. Saturn drivers buy a service.

If you sell software, you know that your core product is the software, but that the critical part of your product is all the augmentations: the documentation, toll-free services, publications, upgrades, support, and other services. Your users are buying a service.

Pacemakers, Saturn cars, and software remind us that we live in the age of commodities. New technologies allow manufacturers to copy products with astonishing speed. Product distinctions, the historic centerpiece of product marketing, exist only briefly—and in the prospects’ minds, often not at all. Faced with products just like their competitive products, today’s “product” marketers typically have two choices: reduce cost or add value.

And what is that added value, almost without exception? Services. Take, as a vivid example, Levi’s recent introduction of Personal Pair jeans. With this service, a clerk measures the female customer, then transmits the measurements over the Internet to the cutters, stitchers, and washers who then make the jeans and ship them via FedEx to the buyer. Those old Levi’s jeans of the old economy were products; these new Levi’s jeans are a service. Virtually everyone forecasting the future says that customized products like Personal Pair jeans will become even more prevalent. And with that, more and more products will become services.

So marketers in this new economy must think like service marketers.

This book is for all those service marketers: the 80 percent of us who do not manufacture products—and the other 20 percent who do.

This book reflects how a growing number of successful companies think about marketing, from planning to presentations to publicity. These new marketers focus more on relationships and less on features and benefits; they focus more on reality—and on getting “better reality”—while recognizing the powerful influence of perceptions; they are learning more about the seemingly irrational ways in which people think and act; they recognize the huge influence of tiny things; they understand the near impossibility of being heard, and the growing difficulty of being understood, in our increasingly busy and over-communicated society. Perhaps more than anything else, these marketers recognize that in our increasingly complex world, nothing works more powerfully than simplicity.

The new marketing is more than a way of doing; it is a way of thinking. It begins with an understanding of the distinctive characteristics of services—their invisibility and intangibility—and of the unique nature of service prospects and users—their fear, their limited time, their sometimes illogical ways of making decisions, and their most important drives and needs.

That is why this is not a how-to book, although it contains many concrete suggestions. Instead, this is a how-to-think-about book. Because if you think like these new marketers—if you think more broadly and deeply about services and their prospects—you will figure out dozens of better ways to grow your business.

So let’s start.




GETTING STARTED


 


The Greatest Misconception about Service Marketing


In a free-association test, most people—including most people in business—will equate the word “marketing” with selling and advertising: pushing the goods.

In this popular view, marketing means taking what you have and shoving it down buyers’ throats. “We need better marketing” invariably means “We need to get our name out”—with ads, publicity, and maybe some direct mail.

Unfortunately, this focus on getting the word outside distracts companies from the inside, and from the first rule of service marketing: The core of service marketing is the service itself.

I am not suggesting that if you build a better service, the world will beat a path to your door. Many “better services” are foundering because of rotten marketing. Nor am I suggesting that getting the word out is enough. Getting the word out and attracting people to a flawed service is the preferred strategy for killing a service company.

This is what I am saying: The first principle of service marketing is Guy Kawasaki’s first principle of computer marketing:

Get better reality.

“Better reality” in your service will make marketing easier, cheaper, and more profitable. In fact, some companies have improved their “reality” so much they can almost eliminate the “getting the word out” part of their marketing plans.

The first step in service marketing is your service.



A World on Hold

For years we’ve heard this is a cold, hard world.

What makes us think that?

It’s not our family, friends, or neighbors; we get this idea from dealing with services.

We get it from calling a public television station in New York, which puts us on hold for six minutes before it tells us—electronically—to call back; all lines are busy. We get it from the credit card company that sends a replacement card three months late. We get it from the Minneapolis printer who promises an estimate by noon Thursday, and doesn’t call until the following Monday (my experiences in just the last three weeks).

Will Beckwith, age ten, says it perfectly: Too often, service sucks.

Service quality has sunk so low that if no one complains about your service, you shouldn’t feel good. Most people have given up complaining.

Why has service gotten so bad?

It is partly because companies cannot show precisely that investing more in improving service—whether in training, salaries, or increased staffing—will earn them more. To improve their profits, companies squeeze costs by squeezing their service until someone—usually a client—screams.

Think of the times when you have received extraordinary service. How much more did you end up spending with that company? How many people did you tell about your experience? How much did they spend?

No, you cannot get a precise figure, but it is a huge figure. And it’s all in that company’s bank.

First, before you write an ad, rent a list, dash off a press release—fix your service.



The Lake Wobegon Effect: Overestimating Yourself

The Average American thinks he isn’t,” someone once said. Psychologists have proved it.

We think we’re better than we are.

When researchers asked students to rate their ability to get along with others, 60 percent rated themselves in the top 10 percent. Ninety-four percent of university professors say they are doing a better job than their average colleague. Most men think they are good-looking.

Our illusions of superiority are so widespread that psychologists have come up with a name for it. They call it the Lake Wobegon Effect, after Garrison Keillor’s famous radio show sign-off from his fictional hometown, Lake Wobegon, “where the women are strong, the men are good-looking, and all of the children are above average.”

Being human, everyone in your company suffers from the Lake Wobegon effect, too. You think you are better than you are—and that your service is better than it is.

Service in this country is so bad that you can offer above average service and still stink. By definition, the odds are that you’re average.

Assume your service is bad. It can’t hurt, and it will force you to improve.



Those Cartoons Aren’t Funny

You’ve seen the Quality, Service, Price, Pick One signs, and the You Want It When? cartoons. (Not surprisingly, it’s the worst services that are most likely to display these cartoons.)

When I see these cartoons, which suggest that customers expect too much, I always tell the clerk, “I’m going to talk to a couple other places before I decide.”

But I have decided. I’m not coming back.

If you decide that you cannot offer quality, speed, and price, you’re not trying hard enough.

How can McDonald’s deliver spotless rest rooms and world-class french fries in 50 seconds for 79 cents?

Forget the excuses, and remember McDonald’s.



Let Your Clients Set Your Standards

In many service businesses, the industry—not the client—defines quality.

Consider advertising, law, and architecture, for example.

In advertising, when most creative people say, “That’s a really good ad,” they don’t mean that the ad might build the client’s business. They just mean that it has a good headline, good visual—it’s good. Neat. Cool.

Lawyers think the same way. They’ll say, “That’s a really good brief.” Never mind that the brief was equally effective for the client $5,000 earlier. And never mind that the brief covers an issue that might have been avoided entirely through good lawyering.

Many architects treasure buildings that are enormously inconvenient for the people who work inside. Still, architects call them great buildings. Quality service produced them.

Ask: Who is setting your standards—your industry, your ego, or your clients?




Bad News: You Are Competing with Walt Disney


I stride into a coffee shop one morning, hopeful.

Four people are in line, but I decide I can bear that.

Unfortunately, nothing is in line behind the counter. A server hands Customer One a large decaf. The customer had asked for a small regular. The other server is flirting with Customer Two. It’s touching and nostalgic to me, but not entertaining enough to make me overlook the delay.

Four minutes later, I get my large latte.

Twenty years ago, I might have accepted that delay. Twenty years ago, I also accepted rest rooms carpeted with wet paper towels, waiters wearing catsup-stained aprons and chewing Bazooka bubble gum, and ten-day delivery from catalogs.

Then McDonald’s came along and raised everyone’s standards for rest rooms, better restaurants raised our expectations of waiters, and Federal Express raised our standards for catalog delivery. Those services changed our expectations forever.

Now we expect cleaner rest rooms, faster services, and more attentive waiters.

More people every day have experienced extraordinary service. Many have seen Disney World; they know how clean, friendly, and creative service can be.

They have seen world-class service, and now every service has to accept it. Printers, for one wretched example, cannot expect their customers to tolerate service that meets printing industry standards if those industry standards fall below customers’ expectations, which they routinely do. The printers’ customers have been to Disney World, and that experience has raised their expectations.

A service that does not jump to meet these rising expectations will have a small revolution and a customer exodus on its hands.

Ignore your industry’s benchmarks, and copy Disney’s.



The Butterfly Effect

In 1963, meteorologist Edward Lorenz announced a stunning conclusion.

For decades, people had viewed the universe as a large machine in which causes matched effects. People presumed that big causes had big effects, and little causes produced little effects. Lorenz doubted this.

The question posed to Lorenz sounded strange but simple: Could the flap of a butterfly’s wings in Singapore affect a hurricane in North Carolina?

After considerable study, Lorenz answered yes. Lorenz’s postulation of what is now called the Butterfly Effect was one of several findings in the last twenty years that reflect the unpredictability of everything: weather, the likely outcome of direct marketing programs, and the distant but often enormous effects of tiny causes.

One group of people was not surprised by Lorenz’s discovery, however. Those people had seen the Butterfly Effect at work every day. They were careful observers of service companies—a world where tiny efforts often produce enormous, though sometimes distant, effects.

Remember the Butterfly Effect. Tiny cause, huge effect.



A Butterfly Named Roger

On September 16, 1993, a Minneapolis man remembered that Dayton’s suit department had promised they would have his summer-weight jacket repaired and ready by that afternoon.

The executive approached the register and was quickly met by an energetic dark-haired clerk named Roger Azzam.

“I’m here for the jacket,” the executive said.

Three minutes later Azzam returned from Alterations with bad news. “Sorry, not ready.” The executive had barely started to complain that his heart was set on getting the jacket when Roger disappeared, shouting, “Be right back!”

Almost as quickly, Roger returned. “They will do it right now and have the jacket in five minutes, I promise,” he said.

The customer reacted as most people would. He was touched. Actually, he was more than touched. The clerk had gone so far out of his way that the customer now felt indebted to him.

While the customer waited, he started walking through three aisles of sports jackets.

He spotted a handsome brown herringbone Hugo Boss jacket with a matching price tag: $575.

Naturally, the story ends with the executive buying the $575 jacket—but not only that. He also had to buy a $110 pair of black slacks and a $55 brown, black, and white–striped tie to match them.

In seconds, a tiny flap of a butterfly’s wings—Roger Azzam’s five-minute dash up to Alterations—created a $740 sale. Not to mention the value of all the publicity Dayton’s is getting here right now for Roger’s gesture.

The morning after that sale, the senior buyer in Dayton’s men’s suits department reviewed the sales figures on his computer screen. “I sold another of those Hugo Boss jackets,” he complimented himself, crediting his shrewd buying and understanding of his customers. But Dayton’s buyer did not sell the jacket. Roger Azzam did—with a gesture almost as tiny as the flap of a butterfly’s wings.

Be a Roger, and hire Rogers. Flap your wings.




To Err Is an Opportunity


Roger Azzam’s story has another moral that many service marketers overlook.

Even though effective service marketing starts with outstanding service, outstanding service does not mean zero defects. In Roger’s case, Dayton’s service actually had a gross defect: Dayton’s had not delivered when promised. But Dayton’s profited more from its mistake than it would have profited from perfect quality and zero defects—at least $740 more.

Dayton’s profited because Roger’s customer knew that to err is human, and judged Dayton’s and Roger by what he did after he noted the error. What do you do after you err? Do you pass the buck or talk fast—both of which fool almost no one and make matters worse? Or do you take the hit and fix the problem in a way that says, “You really matter to us, and we will get this right for you”?

Ask Roger.

Big mistakes are big opportunities.



The Ad-Writing Acid Test

A quick but revealing story. Ten years ago. The Pillsbury mansion near the Minneapolis Institute of Arts.

Chuck Anderson and I are sitting in his second-floor office admiring the Institute and ignoring Chuck’s office walls. Those walls are covered with our ideas for an ad. After two days, our creative director notices the stench and boldly enters Chuck’s office.

Then he mumbles and leaves.

The next day he returns. He sees we haven’t progressed.

He says something I still remember vividly. “If it’s this hard to write the ad, the product is flawed.”

It’s true. If you cannot write a reasonably good ad for your service—an ad that makes an attractive promise to your prospect—your service needs fixing.

Write an ad for your service. If after a week your best ad is weak, stop working on the ad and start working on your service.



The Crash of Delta Flight 1985–95

In 1981, Tom Peters went In Search of Excellence and found Delta Airlines, the masters of customer service.

If you ever flew Delta, you probably agreed with Peters’s assessment. Delta people did flash the warmest smiles; they made you feel like smiling back.

Delta owned the better service mousetrap and, with Peters’s books, the airline now had $500 million in free advertising.

What happened?

Delta continued to master service but flunk marketing. Delta’s executives napped while American Airlines introduced its Sabre electronic reservations system. This innovation was so well received that some experts opined that American could shut down its airline, devote its entire business to the Sabre system, and earn more profit than Delta’s entire airline operation.

When price wars came, Delta failed to communicate clearly about its discounts. Rather than try to decipher Delta’s discounts, many travel agents directed their customers to other airlines.

Delta failed to communicate clearly in advertising, too. Apart from talking about its excellent service, something for which the airline already was well known, Delta’s advertising communicated so poorly that it cost more than it made.

Delta failed marketing, and soon Delta was failing, too. Despite a reputation for devotion to its employees, the company was forced to furlough pilots. It cut routes. It laid off more people. Delta appeared to be in free fall.

At this writing, Delta’s nose still has not come up.

Delta focused on customer service. It delivered service second to none. Today, that focus has flown Delta to the brink of disaster.

Yes, service is the heart of service marketing. But the heart alone cannot keep a service alive.

Marketing is the brains of service marketing. If the brain fails, the heart soon will fail.




Getting Better vs. Getting Different


The service and “total quality” bandwagons have raced through America’s businesses, and millions have jumped aboard.

But the swirling dust from the bandwagons has obscured some riders’ view of what makes a service business thrive.

America’s great service successes are not the companies that did what others did, but a little better. They are the companies that decided to do things a whole lot differently.

McDonald’s did more than refine the classic American drive-in. McDonald’s took a radical, meticulously orchestrated, incredibly process-driven approach to delivering good quality at great speed for a remarkably low price.

Federal Express did more than refine mail delivery. It invented a thoroughly radical, logistically brilliant, and remarkably well-executed method for delivering packages over great distances at enormous speeds.

Citicorp did more than refine American banking. It pioneered the use of automated teller machines; became the first bank to aggressively market credit cards—an innovation now widely adopted and taken for granted; became the first company to utilize fully electronic funds transfers and the first to introduce floating rate notes; and perhaps most significantly, essentially invented negotiable certificates of deposit, which quickly became second only to checking account deposits as a source of funds for financial institutions.

And H&R Block, Charles Schwab, money market mutual funds, overnight computer delivery, Hyatt Legal Services, and dozens of other incredibly successful services did not simply improve incrementally on existing ideas. They made radical departures.

Yet despite these great success stories, if you sit in almost any planning session in any business, you quickly recognize that unless some company renegade argues against it, the purpose of that meeting is simple:

“Let’s look at what we did last year, and do at least 15 percent better.”

Fifteen percent better works fine—for a time. That time comes when another company comes along and does business 100 percent differently.

If you are in an industry with good margins, that enterprising company will come along, and it will make your nights very long.

It has happened in entire industries that failed to innovate. Banks have ceded their historical dominance of finance to insurance companies, mutual fund managers, pension funds, and credit unions. Architects have surrendered large chunks of their business to project management firms. Lawyers are in peril from new companies that offer alternative dispute resolution at much lower fees. Advertising agencies have been bitten from every direction, including by Hollywood agents.

The erosion in each of these industries started in those planning sessions at which everyone looked around and said, How can we do it 15 percent better?

Don’t just think better. Think different.



The First Rule of Marketing Planning

Unless warned otherwise, the people responsible for marketing a service almost always will take up where they left off the last time they thought about marketing.

Everyone will assume that the company is in the right business, basically organized in the right way, and staffed as it should be staffed, give or take a few thorns in everyone’s side.

And everyone’s focus for marketing for the year immediately will turn to “How do we sell this?”

Instead, everyone should start at ground zero. They should ask, “Is this viable anymore? Is this what the world wants?”

Have we added capabilities or skills that suggest that we should enlarge our scope, to serve new markets? Should we develop or acquire related skills and capabilities? Or should we narrow our scope, and leverage these specialized skills and services we are developing to prospects looking for those specialties?
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