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Abstract Since the publication of Levitt's (1980) ‘total product concept’, there has
been an increasing recognition that additional supplementary elements, beyond
the core product, can have a profound impact on customer value. Lovelock’s
(1995) supplementary services model further develops this concept by providing
more specific guidelines regarding where to seek value enhancement. However,
there is little empirical validation of his theoretical model across the services
sector. Our paper addresses this gap in three ways. First, we assess the
soundness of Lovelock’s model across different service businesses by adopting
a form of interaction research. Second, drawing upon findings from this process,
we then develop a revised model of supplementary services. Finally, we propose
an implementation framework for our revised model of supplementary services.

Keywords supplementary services; product augmentation; differentiation; flower
of service

Introduction

Over three decades ago, Levitt (1980) stated, in a seminal article, that ‘[t]here is no
such thing as a commodity. All goods and services are differentiable’ (p. 83). Levitt
argued that while the core product is typically undifferentiated, the ‘offered product’,
which consists of ancillary or ‘supplementary’ services, can mean the difference
between marketing success and failure.

The special contribution of Levitt’s (1980) concept lies in the recognition that
additional supplementary elements, beyond that of the core product itself, have a
profound impact on the value that customers perceive. However, a limitation of
Levitt’s work is that it does not provide a structured approach for managers to use
in identifying the specific elements that could be added to the core product. Thus,
although Levitt’s ‘total product concept’ highlights the importance of extending the
core offer, it does not offer guidance on how to extend it. As a result, managers
have considerable difficulty in developing products that are sufficiently differentiated
(Goyal, 2004). This difficulty is evident from failure rates in new products and
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services. For example, Griffin (1997) found that four out of ten new services fail.
Our own experience of working on executive development programmes has shown
us that executives are quick to see the relevance of Levitt’s (1980) concept but find it
challenging to apply to their own companies.

To address this issue, Lovelock (1995) proposed a supplementary services model
that develops the total product concept by providing more specific guidelines as to
where to identify value enhancement for customers. Lovelock’s model identifies eight
key elements or ‘clusters’ of supplementary services that can be used to add value
to the core product or service. His theoretical model provides a more structured
approach for considering the augmented elements of a product.

The purpose of this paper is to review the validity of the supplementary services
model, to develop a refined and extended model, and to propose a planning
framework for implementation. We use the term ‘validity’ to mean an assessment of
the soundness of the model, as opposed to this term’s psychometric, statistical or scale
development meanings. The paper follows reviews that ‘diagnose’ other marketing
strategy concepts, including the product portfolio (Day, 1977), the experience curve
(Day & Montgomery, 1983), market segmentation (Dibb & Simkin, 2001) and
customer value (Payne & Holt, 2001). In this paper we consider the services sector,
reflecting the focus of Lovelock’s (19935) research and the importance of the services
sector in advanced economies. We use one form of Gummesson’s (2002) interaction
research — interactive research with executives — to examine the validity of the
supplementary services model and to develop it into a more complete typology.
This approach follows Reibstein, Day, and Wind’s (2009) recommendation regarding
the importance of developing theories and (re)designing tools through practitioner
involvement.

The paper is structured as follows. First, we review the literature relating to the
concept of core and ancillary services, differentiation, and the antecedents of the
supplementary services model. Second, we examine Lovelock’s (1995) supplementary
services model and the limited research in this area. Third, we outline our research
method, which utilises practitioner involvement to examine the validity of the model
and to determine appropriate revisions to the supplementary services model. Then
we propose a planning framework for assisting in implementing the model. Finally,
we discuss our conclusions and consider future research opportunities.

The contributions of this paper are threefold: (1) we examine the validity of
Lovelock’s (1995) theoretical model in a range of ten service enterprises; (2) we
develop a revised model incorporating a substantive typology of categories and
subcategories of supplementary services; and (3) we develop a planning framework
for implementing the supplementary services model.

The ‘core’ product and ‘supplementary’ services

The idea that the purchase of a product is influenced by more than the core product
is now widely recognised (Colgate & Alexander, 2002). The core product is the
basic reason customers buy a particular service. The core product responds to
customers’ basic needs: airlines provide a seat on a plane that take the customer
from one point to another, motels offer a bed in a room for a given period, and
banks offer deposit and withdrawal facilities. Such needs satisfy baseline customer
expectations but are order qualifiers rather than order winners. Supplementary
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services facilitate the augmentation of the core product, but are not specifically part
of the core offer (Lovelock, 1994). In this paper, we mainly use the term ‘product’ as
marketing executives in many service businesses term their offerings ‘products’ (e.g.,
Shostack, 1977; Storey & Easingwood, 1998). In this section we review the concepts
of the core product and supplementary services, and discuss research relevant to
supplementary services.

Supplementary services are known by various names, including the extended
product (Kotler, 1972), auxiliary services (Gronroos, 1978), augmented product
(Levitt, 1980), peripheral services (Normann, 1984) and product services (Nicoulard,
1989). Lovelock (1996) argues that supplementary services is the most appropriate
term for such services, as it connotes the best sense of augmenting the core product.
Supplementary services represent a means of achieving differentiation of a core
product and form a key tool in differentiation strategy (Naipaul & Parsa, 2000). The
concept of differentiation itself has a long heritage in the economics and marketing
literatures (e.g., Chamberlin, 1933; Robinson, 1933; W. Smith, 1956), and Sharp and
Dawes (2001) provide a comprehensive review of this topic.

Levitt (1969) was one of the first authors in the marketing literature to
acknowledge the role of the augmented product. He defines the extended product
as the tangible product along with all the accompanying services that it and the
generic product possess, including the essential benefits that a customer expects to
gain from the product. Levitt (1969) points out that the core product alone does not
differentiate an offer, but that the surrounding set of value drivers can add powerful
differentiation. Later, Levitt (1980) provides further discussion on his total product
concept.

Shostack (1977) illustrates how services vary in terms of perceived intangibility,
and how they have both tangible and intangible elements. She proposes that tangible
cues be associated with the service, overcoming issues associated with intangibility.
Shostack develops a molecular model for visualisation and management of the total
offer, which focuses specifically on the services sector. At the centre of her model
is the core benefit or ‘nucleus’, which may be tangible or intangible. This nucleus is
linked to a series of intangible elements that together comprise the molecule. The
need to link intangible service elements to tangible services and symbols is now
widely acknowledged in the literature (e.g., Berry, 1980; Berry & Clark, 1986;
Gronroos, 1978; Legg & Baker, 1987; Levitt, 1981). Eiglier and Langeard (1977)
adopt a similar approach. These researchers contend that the core service needs
to be complemented with peripheral services to facilitate and leverage the core
service. Further, they argue that these need to be specific for any particular service
product.

Anderson and Narus (1995) investigate supplementary services in the context
of business-to-business (B2B) services. Here supplementary services extend beyond
elements such as technical problem solving, equipment installation, and training and
maintenance to ‘programs that help customers design their products or reduce their
costs’ (Anderson & Narus, 1995, p. 75). While their research is concerned solely
with B2B markets, we consider how lessons regarding the tailoring of supplementary
services to specific market segments are applicable to the business-to-consumer sector
(B2C). We return to this issue later in our discussion on future research.

The largely theoretical work outlined above highlights the importance of
supplementary services in creating differentiation. Supplementary services can also be
used to facilitate the use of the core product, enhance its perceived value and enable
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the service provider to charge a premium price (Bitner, Brown, & Meuter, 2000;
Storey & Easingwood, 1998). For example, service providers including Amazon,
Federal Express and Weight Watchers proactively provide customers with useful
information related to their past purchases and customised advice that augments the
service product in the eyes of the customer.

These supplementary services are not always low-cost add-ons. Some may
represent very substantial investments, as illustrated by Hilton Hotel Corporation’s
OnQ system. OnQ is an information-based service system involving an investment
of more than $100 million (Applegate, Piccoli, & Dev 2008). The system supports
and enables the delivery of enhanced supplementary services at Hilton’s properties
across nine Hilton brands. OnQ’s aim is to build a closer relationship throughout the
customer’s lifecycle via recognition, superior customer service, personalisation and
service recovery.

A number of authors have stressed the importance of supplementary services.
Piccoli, Brohman, Watson, and Parasuraman (2004) highlight that supplementary
services are widely recognised as a means of creating customer value and achieving
competitive advantage. Supplementary services are important as they can be utilised
to reduce the risk related with product use (Balin & Giard, 2006; Goyal, 2008), often
have a great impact on customer satisfaction (Magaldi & Crescitelli, 2008), build
stronger relationships than those associated with core services (van Riel, Liljander,
& Jurriéns, 2001) and may be used to evaluate a firm’s overall performance (La,
Patterson, & Styles, 2009). However, when supplementary services are added, they
must be supported by relevant technical and functional aspects of service quality
(Ferguson, Paulin, Pigeassou, & Gauduchon, 1999).

Further, the attributes impacting a product’s perceived degree of performance by
customers are primarily based on supplementary services (Patterson & Spreng, 1997),
and supplementary services play an important role in reassuring customers of their
choice of product (Javalgi & Ramsey, 2001). Payne and Holt (2001), in referring
to the supplementary services model, state that, ‘Lovelock’s work is important as it
provides a far more structured approach for considering the expected, augmented
potential elements of a product or service’ (p. 164). Finally, Hume (2008) calls for a
more thorough analysis of the elements of supplementary services.

From a managerial perspective, our experiences using the supplementary services
model as an exercise on management education programmes, with many groups of
executives at the marketing director level and the mid-career manager level, suggest
that executives find this a highly relevant, useful and important model. In several
companies we have observed the successful application of Lovelock’s (1995) model
to design or redesign firms’ offerings.

The supplementary services model

To build on these early concepts and models and to address some of their limitations
(Naipaul & Parsa, 2000), Lovelock (1995) developed a supplementary services
model that identifies how additional services could augment the core service. His
model identifies eight clusters of supplementary services — information, consultation,
order-taking, hospitality, safekeeping, exceptions, billing, and payment — which
can differentiate and add value to the core service. Figure 1 shows Lovelock’s
supplementary services model, together with a brief description of these eight clusters
and some of their key elements.
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Figure 1 The supplementary services model.
Source: Adapted from Lovelock (1995).

Payment

Abill usually requires the
customer to take action by
facilitating payment. Service
companies need fo balance their
needs for security and efficiency
with customers’ preferences for
convenience and credit facilities.
One important element within the
payment cluster is verification and
control.

Billing

Billing is a supplementary service
of importance to virtually all
services. Inaccurate, wrong or
illegible bills or ones that cannot be
understood seem all too common .
Poor billing procedures represent a
frequent source of customer
disappointment and even anger.
Bills should be presented in a
timely and courteous manner.

Exceptions

Exceptions involve a cluster of
supplementary services that are
not considered fully by many
service businesses. Exceptions
include specil requests for
customised treatment that require
altering normal operating
procedures and problem solving
when the expected delivery of the
service fails fo run smoofhly or
meet expectations.

Information

Providing customers with relevant ,
better and more timely Information
than that provided by the firm’s
competitors is essential. The firm
should be able fo attract and keep
more customers if all customers have
full details about the product, its
capabilities, where to get it and how to
obtain maximum value from it.

Services

Safekeeping

The list of potential safekeeping
supplementary services is a relatively
long one, but many of these will only
be relevant to a specific service
sector. For example, consumers
purchasing mobile phones or
computers may be particularly
inferested in supplementary services
such as repair and maintenance
services, and extended warrantees as
a form of insurance against
breakdown.

Consultation

Consultation involves a two-way
dialogue aimed at identifying
customers’ needs at a deeper
level and then ofien developing a
bespoke solution for customers.

It involves elements such as
giving advice, audifing
customer’s needs and providing
counselling as well as fraining in
product use.

Order-taking

This involves accepting applications,
orders, and reservations when
customers are willing to buy.
Companies such as banks establish
formal and often lengthy initial
relationship with customers.
However, overly bureaucratic
behaviour on the part of such
organisations may cause customers
to go elsewhere.

Hospitality

Hospitality involves taking care of
customers’ requirements. It is
especially evident in face-to-face
encounters with customers.
Hospitality elements may include:
offer of transport to and from the
service site, availability of
amenities, customer recognition
systems and clean and
welcoming faciliies.

Lovelock’s (1995) model has several benefits over previous conceptualisations of
the augmented product. First, it identifies eight specific clusters of supplementary
services which can differentiate and add value to the core service. Second, within
each cluster, the model provides a list of examples and illustrations of supplementary
services, thus providing some guidelines on typical services that may be added. Third,
the model suggests viewing these eight supplementary services elements as a ‘flower
of service’. This metaphor is useful, as it draws attention to the importance of a
well-designed and well-executed service across all dimensions of the offer. However,
there has been little attempt to explore the validity of this theoretical model. Further,
as Lovelock (1995) acknowledges, his list of examples and illustrations are not
fully developed into sets of categories and subcategories, and his model appears to
emphasise particular service types.

Empirical research on supplementary services

Although there is some empirical research on supplementary services, we identified
little empirical work relating specifically to Lovelock’s (1995) supplementary services
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model, despite coverage of the concept in Lovelock’s publications (e.g., Lovelock,
1994, 1995, 1999) and in publications with colleagues (e.g., Lovelock & Wirtz,
2007; Lovelock, Wirtz, & Chew, 2008). To identify empirical contributions relating
specifically to Lovelock’s (1995) model, we searched EBSCO Business Source
Premier, Proquest ABI Inform, ScienceDirect and Emerald databases using the
keywords supplementary services and Lovelock. Our search covered the period from
1991 to 2011. Also, we used the additional keywords of extended product, auxiliary
services, augmented product and peripheral services in the four databases in order to
identify any further relevant literature.

We identified only two empirical contributions — Naipaul and Parsa
(2000) and Major, McLeay, and Waine (2010) - that focused specifically on
Lovelock’s supplementary services model. Other, more general, empirical work on
supplementary services was identified with this search and a broader search in Google
Scholar.

General empirical research on supplementary services

Table 1 provides some illustrative examples of research that focuses on empirical
work related to supplementary services but does not specifically address Lovelock’s
(1995) model. An interesting observation about much of this research is that it
tends to focus on a small number of specific industry sectors. Table 1 also shows
some examples of industry sector coverage in this empirical work, including financial
services (Goyal, 2004; Storey & Easingwood, 1998), financial services and retailing
(Colgate & Alexander, 2002), and the performing arts (Hume, 2008). Some general
empirical research is omitted from the illustrative examples in Table 1 because it is
closely related and written by the same authors in the same industries (Goyal, 2006,
2008; Hume & Mort, 2010) or because it deals with a highly specific and less relevant
issue such as global outsourcing (Kotabe & Murray, 2001; Kotabe, Murray, & Javalgi,
1998; Murray & Kotabe, 1999).

Empirical research on Lovelock’s [1995) supplementary services model

Table 1 provides details of the two identified pieces of relevant empirical research
which specifically consider Lovelock’s (1995) supplementary services model (a study
of the impact of national culture on corporate Web sites, Junglas & Watson, 2004,
was excluded as it was not relevant to the current research.) The study by Naipaul
and Parsa (2000) focuses mainly on the hospitality cluster within the tourism sector
and does not investigate the other supplementary services clusters in Lovelock’s
(1995) model. Only one study (Major et al., 2010), of a highly specialised part
of the tourism business, uses the supplementary services model to consider the
appropriateness of Lovelock’s (1995) service clusters. This latter study concludes
that the majority of the eight generic categories are appropriate to this specialised
business. However, these authors do not provide details of their analysis.

From our review of these studies and their findings we conclude that: (1) overall,
there is little substantive empirical research on Lovelock’s (1995) supplementary
services model; (2) there is no previous research examining whether Lovelock’s list
of specific supplementary services within the clusters of his model is comprehensive;
and (3) no empirical work examines the validity of Lovelock’s model across a
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Table 1 Empirical research on supplementary services.

Findings & implications

Investigates the components of
the ASO: ‘service product’ (the
core product), ‘'service
augmentation’ (supplementary
services) and ‘marketing
support’.

Considers the relative
contributions of these
components in the context of
the consumer financial
services market.

Concludes that all three
components of the ASO
contribute to success and that
each has a distinct role in
financial services markets.

Explores the interrelationship
between core and peripheral
service quality, perceived
value, satisfaction and
repurchase intention in the
context of performing arts.

By disaggregating an
enterprise’s offer into
manageable design
components, the author
argues that the firm can
design services and develop
strategies that better suit its
customers’ needs.

Concludes that a shift is required
in managerial practice within
the performing arts from a
focus on core aspects of the
service to delivery of
supplementary factors.

Lovelock’s (1995) supplementary
services model is discussed,
but the supplementary

Author(s) Focus of study Study & sector

Illustrative general empirical research on supplementary services

Storey and Development of Empirical;

Easingwood ‘augmented consumer
(1998) service offering’ financial
(ASQ]) concept. services.
Hume (2008) Identifies core Empirical;
product and performing
supplementary arts.
services as
distinct
constructs.

Colgate and Examines the Empirical;
Alexander benefits and financial
(2002) barriers of services and

product retail.

augmentation
in retailing and
financial services.

services clusters are not
investigated.

Concludes that the provision of
financial services is less about
facilitating the core retail
product and more about
supporting supplementary
services.

(Continued)
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Table 1 (Continued).

Author(s) Focus of study Study & sector Findings & implications

Goyal (2004)  Exploration of Empirical; Found that prior customer
thirteen financial knowledge regarding the
supplementary services. supplementary services
services in the offered by a bank develops a
context of positive response with respect
banks’ credit card to the service after its
services. purchase.

Whilst Lovelock’s (1995) work is
discussed, no effort is made to
categorise these services into
Lovelock’s clusters.

Specific empirical research on Lovelock’s (1995) supplementary services model

Naipauland  Investigation of Empirical; Empirical work focuses primarily
Parsa (2000) supplementary tourism sector.  on the hospitality cluster of
services within supplementary services and
the tourism does not study the other seven
sector. clusters.

Concludes that the
supplementary services model
can help tourism operators
successfully differentiate
themselves from competitors.

Major, Uses the Empirical; Found that five of the eight
McLeay, and supplementary specialty generic categories are
Waine (2010)  services model to tourism. appropriate to this specialised
identify services business.
that differentiate Concludes that billing and
a packaged payment should be considered
wedding service. as a composite category.
Method of analysis is not fully
described.

range of different service types. Even within the more general empirical research on
supplementary services, exploration of enterprises in different service sectors appears
to be rare. One possible explanation for the lack of empirical work on Lovelock’s
model relates to the nature of the journal in which the description of his model
was published. His article was published in Planning Review, a specialised journal
with circulation largely limited to the membership of the North American Society for
Corporate Planning. This journal was not widely available and subsequently has not
been highly cited.

Research method

The previous discussion suggests that important research questions remain
unanswered, including:
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1. Does Lovelock’s (1995) theoretical model hold empirically for different service
businesses?

2. What refinements or advancements, if any, are appropriate for refining or
extending the supplementary services clusters and the specific forms of
supplementary services within his model?

3. Given that there is little discussion on how to apply Lovelock’s theoretical model
in practice, what are the key components of a framework that could assist
managers in implementing the model?

In view of the importance of creating product differentiation in enterprises, and
especially where the core product is typically well established (Im & Workman, 2004;
Levitt, 1980; Oubifia, Rubio, & Yagiie, 2007), these represent important research
questions.

The research followed a discovery-oriented approach (e.g., Zaltman, LeMasters,
& Heffring, 1982) involving empirical field-based research that explored the validity
of Lovelock’s (1995) model. The rationale for undertaking this form of research is
that there is little extant empirical evidence supporting the validity of Lovelock’s
theoretical model.

Our research involved the following stages: (1) firm sample selection; (2) data
collection; (3) identification and managerial assessment of revised supplementary
services clusters; (4) development of new supplementary services cluster categories
and subcategories; and (5) design of a supplementary services planning framework.

As we explain below, our research involved interaction research with executives
who ‘play a crucial role’ in examining concepts, resulting in research generation
(Gummesson, 2002, p. 345). The rationale for using groups of executives to assist
with this work was twofold. First, Lynham (2000) recommends that practitioners
who expect to use a theory should play a crucial role in defining the content
of the underlying theoretical model, a view supported by Reibstein et al. (2009).
Second, the substantial scale of the research proposed rendered it impractical for
the small research team to undertake this study by themselves. Following Lynham’s
(2000) advice, we explored and progressively refined the supplementary services
model with practising executives.

Executives attending an advanced course in strategic customer management were
formed into ten groups and were involved in undertaking fieldwork within ten
services firms. The executives undertook this fieldwork in a sample of service firms
under the close supervision of the researchers. The objective of the fieldwork was to
gather data with which to explore the validity of the supplementary services model
and to consider any appropriate revisions to the model. A further group of managers,
separate to those undertaking the fieldwork, were used to assist in assessing the
relevance and importance of the revised clusters.

Firm sample selection

Following Miles and Huberman (1994), the researchers developed a purposive
sample of ‘experience services’ enterprises. Experience services (e.g., retailing,
transport, accommodation) are defined as those where customers collect service
information through their service experience and then make informed judgements
following purchase (Keh & Pang, 2010; Zeithaml, 1981). ‘Credence services’, on
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the other hand (e.g., finance, education, healthcare), are those where customers
have difficulty in obtaining information about the service experience and cannot
make confident evaluations of the service even after purchase or experience (Keh &
Pang, 2010). The reason for researching experience services firms (and not credence
services firms) is that customer evaluations of supplementary services are more likely
to be reliable. Customers make better-informed judgements of experience services
firms, whilst customers of credence services firms have difficulty in evaluating services
even after several consumptions (Zeithaml, 1981).

Although there are no definitive guidelines on the number of enterprises that
might be examined, authorities such as Eisenhardt (1989) suggest examining four to
ten examples. Following this advice, ten enterprises were used in this research. Ten
groups of executives were formed to undertake the fieldwork. Each group consisted
of 5 to 7 executives and undertook fieldwork in one service enterprise. A total of
6lexecutives, aged between 23 and 54, were involved in these ten groups. All had
degrees, most in marketing or business, and many worked with leading global firms.
Their industry experience (many had experience in multiple industry sectors), their
international representation (15 nationalities) and the substantial scale of the project
were the reasons for involving these particular executives in our research.

Purposive sampling involves selecting a sample of companies that consist of
information-rich examples that reveal the phenomenon of interest and that are
illuminative and provide relevant data for the purpose of the research (Patton,
2002, p. 234). Purposive sampling is the most commonly used sampling technique
(Marshall, 1996). It requires a judgement sample (Galloway, 2005) wherein the
researcher actively selects a productive sample in order to address the research
question (Marshall, 1996). The criteria for selection of enterprises for the fieldwork
included: being an enterprise involved in experience services; having a substantial
level of sales activity at a national, regional or global level; and representing one of a
broad range of different service industry sectors.

The selection of service companies involved achieving a range of different
experience services and using the industry expertise of the executives. Each group was
asked to provide a shortlist of three experience services enterprises. These enterprises
were chosen by the executives on the basis of the industry in which they currently
worked, where they had previously worked or where they had substantial industry
knowledge and specific contacts. The research team then purposively selected one
specific enterprise from each of the ten groups’ shortlists. On the final selection of
companies, some participants switched groups to achieve an improved balance of
expertise within the groups.

Through this process, a broad range of experience services enterprises were
utilised in the research: a bus company; an international coffee chain; a national
restaurant business; a roadside assistance organisation; a major hotel chain; an
express parcel service; a conference facility; a pizza restaurant chain; a multimedia
retailer; and a major city transit authority. The company type is shown later, in
Table 2. We have provided a list of companies at the bottom of this table to illustrate
the scale and type of service enterprises being researched, although we cannot identify
the specific enterprises involved due to confidentiality issues.

Data collection

The unit of analysis for this study is the supplementary services offering of
the ten enterprises. Special attention was placed on ensuring ‘pre-understanding’
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(Gummesson, 2002) on the part of the research team and the executives who engaged
in the fieldwork. Researcher pre-understanding was achieved through a detailed
review of the literature and prior involvement in applying the supplementary services
model within five enterprises. These activities involved new product design for a large
financial services company and the redesign of services for a large industrial plant hire
company; an automotive parts replacement company; a consumer product for a large
insurance company; and a service for one of the ‘big four’ chartered accounting firms.

In order to provide pre-understanding, the executives undertaking the fieldwork
were thoroughly briefed on the concept of supplementary services during an initial
three-hour workshop session. Prior to the workshop, academic papers dealing with
the supplementary services concept were studied by the executives. During the
briefing session with the executives, the concept was explained in detail, examples
from the researchers’ work in the five enterprises above were discussed, possible
companies to include in the research were considered, and alternative research
methods and sources of data were reviewed in detail.

Each group had a mandate to investigate one experience service enterprise.
Through their professional experience and academic studies these executives already
had a good understanding of market research and market research techniques. Several
members of each group had some formal training in market research techniques, with
some having extensive prior experience in the market research industry.

The fieldwork was carried out over a total of eight weeks. It included five briefing
and review workshop sessions with the executives, each three hours long, during
which progress was discussed. This process was supplemented by further meetings
with individual groups and one-on-one discussions with group representatives. The
sources of data to be used by each executive group were discussed and agreed
upon with the researchers during (and between) the workshop sessions. During
the workshops, the executive groups also shared their planned research approaches
with each other. The researchers followed each group’s activities on a regular basis
and provided advice and direction aimed at assuring data quality and consistency
of procedures. There was frequent contact and advice given by the researchers
throughout the fieldwork and the subsequent reporting of the findings.

Following consultation with the researchers, the executive groups conducted
fieldwork under the supervision of the researchers, using those sources of data
appropriate to the context and circumstances of the service enterprise being
investigated.

The use of multiple data sources can help counteract bias in the collection
and analysis of data (Patton, 2002). In this fieldwork, the principal sources of
data were primary source material and documentary evidence, as well as online
searches, other published sources and customer interviews/surveys. These principal
sources were supplemented by other sources. These additional sources included staff
questionnaires, staff interviews and mystery shopping. All groups were requested
to use at least three sources of data, including the principal sources of detailed
literature and company documentation reviews, and customer interviews/surveys.
These principal sources were used for each enterprise with the exception of the
national hotel chain. As customer interviews were not possible in the instance of
the hotel chain, mystery shopping was undertaken instead.

The selection of other sources (mystery shopping, staff interviews, observation/site
visits, etc.) was based on a pragmatic and needs-based approach (e.g., Datta, 1997;
Johnson & Onwuegbuzie, 2004). For reasons of access, practicality, cost and other
enterprise circumstances, it was not possible to use all sources for each organisation.
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For example, in some instances staff questionnaires or a series of staff interviews
could not be conducted or were not permitted. Where mystery shopping was the
primary reason for site visits, rather than meetings or observation, this is shown later
in Table 2 in the former category and not in the latter.

Each group of executives produced a final written document reporting on the
fieldwork they had undertaken. Advice was given by the researchers as the fieldwork
progressed and working versions of the documents were reviewed by the researchers
at appropriate stages of the work. The final reports were between 30 and 54 pages
in length. The reports comprised: the sources of data used, including any audit and
questionnaires used; each group’s evaluation of the validity of the supplementary
services clusters; and the supplementary services categories and subcategories within
them for the selected organisation. Details of the data collection sources used for each
of the ten service enterprises are also shown later in Table 2. As space does not permit
a detailed description of the research approaches used for each of the enterprises
(cf. Beverland & Lindgreen, 2010), we provide a summary in Appendix 1 of the
typical research approach that resulted in the identification of supplementary services
clusters and categories within them for one of these enterprises — the express parcels
firm.

The researchers then compiled a composite list of the supplementary services
clusters proposed for each of the ten enterprises. We considered the variations within
the supplementary services clusters and, following a presentation and discussion of
the revised clusters in a workshop with the executives, we agreed on a reclassification
of the supplementary services clusters, which included the addition of a new
‘sustainability and social responsibility’ cluster and modifications to a number of the
original clusters in Lovelock’s (1995) model.

Managerial perceptions of revised clusters

Following the revisions to the clusters, we used a completely separate group
of 27 managers, with no involvement in the earlier fieldwork, to provide an
impartial view of the revised clusters. In a short survey, they were asked to rank
their perceptions of the relevance and importance of the revised supplementary
services clusters. We define relevance as the degree to which the supplementary
services cluster is appropriate for firms to differentiate their offerings to customers.
Importance refers to the relative value that firms place on a supplementary services
cluster in achieving competitive differentiation of its offerings to customers. This
evaluative group consisted of managers with experience in B2C and B2B firms.
Their main sector of experience was divided between the B2B market (41%) and
the B2C market (59%), with 70% of them having work experience in both sectors.
The majority of the executives had worked for large global firms including American
Express, BBC, BBDO, Estée Lauder, Fedex, HMV, Hewlett Packard, Krupps, Lenovo,
Marriott International, Mercedes-Benz, Millward Brown, Renault, Saatchi & Saatchi,
Sheraton, Singapore Telecom, Southwest Airlines, Symantec, Toyota, UBM and UOB
Bank. Many managers had experience in multiple countries.

The managers were provided with a briefing on the concept of supplementary
services, which included a description of each of the revised supplementary services
clusters. Using a short written questionnaire, the executives individually ranked their
perceptions of the relevance and importance to industry of each of the revised
supplementary services categories.
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The purpose of undertaking this survey was to gain further managerial insight into
the soundness of the revised supplementary services clusters, including the perceived
relevance and importance of the new sustainability and social responsibility cluster.
This particular cluster was proposed by only one firm in the fieldwork research — the
express parcel service. However, when this revised supplementary services cluster
was discussed in the workshop with the all the executives involved in the fieldwork,
they strongly supported its inclusion in the revised model. Their views reflect the
strategic importance of sustainability and social responsibility, which ‘has never been
more prominent on the corporate agenda’ (N. Smith & Lenssen, 2009, p. 2) and
which now represents a significant opportunity for differentiation.

Development of cluster categories

Using the revised supplementary services clusters, the researchers then considered
the forms of supplementary services within each cluster that were identified in
the ten enterprises. Lovelock (1995) provides an illustrative list of examples of
supplementary services within each of his original eight clusters. However, some
of these lists are very short and they are not organised into related categories and
subcategories. Lovelock himself points out that his list ‘does not claim to be all
encompassing’ (Lovelock, 1995, p. 46).

In comparing Lovelock’s list with the results from the fieldwork, the researchers
concluded that the original model required extension and refinement. In particular,
a more complete and detailed typology of supplementary services categories and
subcategories, which was aligned with the revised supplementary services clusters,
was required. A typology (Doty & Glick, 1994) refers to a conceptually derived
interrelated set of ideal types. Unlike a taxonomy, which has mutually exclusive
and exhaustive sets, a typology does not provide rules for classification. Instead, as
Doty and Glick (1994) note, typologies identify multiple types that may be partly
overlapping.

The logic the researchers used to develop a more comprehensive and advanced
representation of the supplementary services model is abductive (Dubois & Gadde,
2002). An abductive approach is particularly appropriate when pursuing theory
development, i.e., refining existing theories — as is the present case — rather than when
creating entirely new ones (Dubois & Gadde, 2002). Abductive research involves
going ‘back and forth between a model, data sources, and analysis and between
observations and theory, with the aim of combining data gathering with analysis,
comparing the evolving model with existing literature-based theory, and matching
the evidence and experiences from different interventions’ (Dubois & Gadde, 2002,
p. 555).

The data from the fieldwork was used by the researchers to develop a
more complete typology of supplementary services categories and subcategories.
A spreadsheet was used to categorise and progressively refine this data. In a series
of three meetings, as suggested by Dubois & Gadde (2002), the researchers went
‘back and forth’ between the lists of categories and subcategories and the fieldwork
reports for each of the ten enterprises.

Following these meetings the research team progressively developed a typology
of categories and subcategories for the revised supplementary services model. The
researchers agreed with each other on most of the categorisations of supplementary
services within the clusters for the ten service enterprises. In a few instances where
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there was disagreement as to which cluster a specific supplementary service should
fit into, the issue was resolved by discussion and reaching consensus. Categorisation
of examples followed the same approach. Some further modifications were made
following feedback from a final workshop with the executives involved in the
fieldwork. As a result of this process, we developed a final version of a supplementary
services typology which comprises categories, subcategories and illustrative
examples.

Design of a supplementary services planning framework

The final part of our research involved the design of a planning framework for
implementing the revised supplementary services model. The purpose of developing
this framework was to provide specific guidelines about how the supplementary
services model can be applied in practice.

There appears to be insufficient distinction in the academic literature between the
terms ‘model’ and ‘framework’, with scholars often using these terms interchangeably
(e.g., Garcia & Oliva, 2009). Tomhave (2006) explains how ‘models are conceptual
and abstract in nature and generally do not go into specific detail on how to
be implemented’ whilst the term ‘framework’ addresses a class of method that
becomes involved in implementation guidance and provides more detail and structure
than a model: ‘Frameworks set assumptions and practices that are designed to
directly impact implementations. In contrast, models provide the general guidance
for achieving a goal or outcome, but without getting into . . . practice and procedures’
(pp. 12-13).

Frameworks are typically based on combining previous literature, experience and
common sense (e.g., Eisenhardt, 1989; Payne & Frow, 2005). The development
of our framework used this abductive approach, which involved going back and
forth between the literature and the fieldwork with the executives. An abductive
approach is well suited to investigating design issues (Martin, 2009). In developing
the framework, we reviewed the structure of a number of general services planning
and implementation frameworks (e.g., Grénroos, 2007; Kindstrom & Kowalkowski,
2009; Schlesinger & Heskett, 1991; Tax & Stuart, 1997). Drawing on this literature,
the fieldwork and earlier discussions with managers, we developed an initial planning
framework. This initial framework was then explored in detail in two workshops
with the executives. Following several iterations, the researchers developed a final
framework that is discussed later in this paper.

Results and discussion

In none of the publications discussing the supplementary services model authored
or co-authored by Lovelock (Lovelock, 1994, 1995, 1999; Lovelock & Wirtz,
2007; Lovelock et al., 2008) is there any explanation as to how the eight clusters
were derived. Further, in the extant literature we did not find any examination
of the validity of the eight model clusters across a range of different services.
As outlined above, this research aimed at assessing the validity of the Lovelock’s
(1995) theoretical supplementary services model using a sample of ten service
enterprises.
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Validity of clusters

The results of this part of the research are presented in Table 2. This table shows an
assessment of the legitimacy of the original supplementary services clusters for the ten
enterprises included in the fieldwork. The table also provides details of the type of
company, the countries or regions where the companies have operations, illustrative
companies within the sector, and the sources of data.

Table 2 provides empirical support for many of the clusters in Lovelock’s
(1995) theoretical model. The clusters of information, order-taking, hospitality,
safekeeping and exceptions were found to be relevant clusters for all ten enterprises.
As shown in Table 2, the consultation process was found to be relevant in seven of
the ten companies, but was less relevant as a separate cluster or subsumed within the
information element in three companies (the conference hotel, the transportation
company and the city mass transit organisation). Whilst billing and payment are
discrete clusters for three of the ten companies, in the remaining seven they were
not considered to be separate clusters, but were viewed as part of the same process
(cf. Major et al., 2010).

The order-taking and safekeeping clusters were considered to be over-restrictive
and too specific. It was concluded that the more general terms order processing (to
include order entry, order monitoring and order fulfilment) and customer care were
more appropriate to include in a revised model. An additional cluster — sustainability
and social responsibility (abbreviated to social responsibility in Table 2) — was
identified as being an important supplementary services cluster for the express parcel
service. Subsequent discussion with the groups of executives investigating the other
experience services enterprises suggested that this cluster should also be included, a
view supported by the results of the separate survey of managers discussed below. The
resulting supplementary services clusters for the revised model are: (1) information,
(2) consultation, (3) order processing, (4) hospitality, (5) customer care, (6) exceptions,
(7) billing and payment, and (8) sustainability and social responsibility.

As discussed in the research method above, we undertook a brief survey of a
separate group of 27 managers to obtain their views on the perceived applicability
of the revised supplementary services clusters. These managers ranked each revised
supplementary services cluster in terms of relevance and importance to industry.
All of the eight revised supplementary services clusters were considered to be of
overall high relevance and high importance (which we defined as having a cluster
mean score of at least seven out of ten). Mean scores for each of the revised clusters
were as follows: information (relevance 9.1, importance 9.1), consultation (8.6, 8.3),
order processing (7.9, 8.0), hospitality (8.1, 7.7), customer care (8.3, 8.4), exceptions
(7.9, 7.7), billing and payment (8.0, 8.3), and sustainability and social responsibility
(7.4, 7.6). This survey of a group of experienced executives provides support for the
legitimacy of the revised supplementary services clusters.

Reviewing specific supplementary services within clusters

The next part of the research involved the researchers developing a set of categories,
subcategories and illustrative examples of supplementary services within each of the
revised clusters. The result of this work, which utilises the fieldwork in the ten service
enterprises, is shown in the revised supplementary services model in Table 3.



153

Frow et al. Diagnosing the supplementary services model

(panuruoy)

SN NSNS

SSSSS S

SN SN S N

SN NN NSNS

SN SN

%

SN SN
NN NN NN

%

SN SN

%

SN S NS

SN S S S S S

alleuuonysanb
}els
SMaIAJB}UI JJBIS

buiddoys
ISEMTIN]

Kanins

/ MaIAJB UL
Jawoisn)
92.n0s ejeq

Anigisuodsal
1e120g
JuswAhed
bumig
suolydaoxy
Buideayajeg
AneydsoH
Buiyey-JapiQ
uol}e}NSuU0Y
uoljew.Jou|

19)sn)2 9diAl9s Auejuswalddng

uleyd 1930y
JeuoneN

aouejsisse
apispeoy

uieyd
jue.nejsau
jeuoneN

AIAIDS
1924ed
ssaadx3

EERIINES
uoneyiodsuea |

Ajaoyine  uieys aay0d
Jisued} K31 jeuoneusalu]

19104
3JUalajuo)

J91e304
eIpawmnp

uleyd
jueanejsal
ezzid

Auedwod
IGELIY]

GTO0Z 400100 0T TS:0T ® [Ariqi1 MSNN] Ag papeojumoqg

"SWLII) 9DIAIBS U} Ul J93SN)d sadlalas Alejuawalddns Jo sisAjeuy g a1qel



Journal of Marketing Management, Volume 30

154

UsIpllsy Jabuep uyeg-n Jngnday “Juo) Sauo} ssaldx]
97 bej4usalg e }ald INL sngAsea uewdag 99}J0) jesJewu| sJa1ep ezzid
ezeld eised ssaddx3 ssaJddx3 041N s uear Sanuap
aUMO0J) vvY eneg 1eJapa4 1euoneN slied el1019 aJap o slapJdog s,ouiwoQ
J10)23s
abnoy punodb n yded S8403S, | ul sajuedwod
uoniH avy 940 THA yoeog abeys uopuon SYoNqJ 1S abplung utbaip inH ezzid aAnedsn|
eulyy snoj uoibhau
1N Mn N 1N 1N adoing  ‘epeued ‘yn TN adoung Mn /sa1unod
M3INDI
uoljejusawndop
Auedwod
N N N N N N N N N N pue aunjeJsin
SHSIA 9)IS
N N N N N N / uoneasssqQ
Buiytewyouaq
N N % N aAladwo)
uieys 13j0y  dduejsIsse uieys JIAISS S3JIAISS fAioyine  uleys asy40d 1910y J19)1e33. uieys Auedwod
1euoneN apispeoy  jueunejsal 192.4ed uonjejiodsued]  }sueq} A}l) |BUOIIBUIBIU| DOUDIBJUO)Y EBIPAWINNW  JUBINER)SDI jo adA)
JeuonieN ssaldx3y ezzid

GTO0Z 400100 0T TS:0T ® [Ariqi1 MSNN] Ag papeojumoqg

‘(penunuoy) z alqer



155

Frow et al. Diagnosing the supplementary services model

(panuiuo))

Jawojsnd o0y Janddns pue Jawojsnd
0} JaWo}snd *yaeqpasj juald
‘Juawabheuew abessaw punoqino
‘WO00.J SJUIAD PUB SMaU ‘sauljpeay
‘s9oudlladxa J9Wolsnd JO SOIPIA
‘s|jeluow}sa} ‘sallo)s Jawolsnd
‘spv4d ‘Jeq ysaeas uonew.ojul
‘uorjewuoyjul Ayuedaem ‘Aonod
£oealud ‘swuoy ‘Aaessolb ‘spaed 316
‘suodnod ‘suonydo uonjesijeuos.aad
aunuo ‘sadiAlas pue spnpoud

uo SoapIA pue sowsap ‘anbojees-a
‘shulIa}}0 JauURYI-I}INW ‘sabessaw
auoyda)a) papJ03aJ UdALIP-NUBW
‘SpJ1e0q UIjd)Ing passasde-iandwod
‘sfejdsip 0apiA uaalds-yano}
‘S)e1103N} USAIIP-3JEM}JOS

‘sjenuew a21A19s/3onpoud pue sapinb

4asn ‘sauny20.q ‘sadnjou pajulid b e

*SUOI}EPUBWWO0I3] PUB SMIJAIY ®
*S1awWo}snd 1ayjo jo suojuidg
"SUOIIeWIIJUOD
pUE SUOI}BDIJIIOU ‘SIBPUILIDY e
"9JIAI3S-§19S
jo asn uo uoljeueydxy e
'9]eS JO SUORIPUOY ®
‘uonew.ojur uonesado
JO SINoyY pue uoi3eso) ‘1ejuoy e
*uonjew.ojul uonowo.d
pue suosiiedwod adlid ®
*a)1j0.d Jawojsnd uo
paseq uoljew.iojul pasijeuos.iad ¢
*S321A13S/1onpo.d Jo A})igejieAy e
"U01eWI0JUl 918D PUE 3SN }INPOId ®

uonew.ojul JayiQ g

uonew.oyul sanddng g
"9124> diysuolje)ad pue
Buiseyound ayy jo abeys
yoes bulinp siawoisnd
S}sISse yoIiym ‘Aem-auo
paJajjo AjjeaidAy ‘ereq
uoljeuwl.lojul 3dnpo.d °| NOILVYWHOANI

s9)dwex3y

Ai1ob3jeoaqng

KioBajed d113uag J9isn)d
$321A43s Aiejuawalddng

"Jopowl sadIAlas Auejuawalddns pasinay g alqel

GTO0Z 400100 0T TS:0T ® [Ariqi1 MSNN] Ag papeojumoqg



Journal of Marketing Management, Volume 30

156

(panunuo))

‘y4ed buiddoys-a ‘6uidueuly ‘yaoddns
J9pJo ‘snjejs 1ap.uo ‘I3ALIp A13AI9P
}JO ssauljpuallj pue 3dueleadde
‘Juswiiny 1auueyI-InW

‘J9quinu 3JuaJdau pue

Jaquwinu uonejonb ‘Jaquinu Japuo
Aw puyj 03 a13ym ‘unodde bupjoedy
Aw ‘Japuo auoydajay/jiew ‘yuawiying

931s-u0 ‘uondliasgns ‘diysiaquiaw b*

*saniAnoe ubisap-0d pue
uo13dasuo-03 ‘sswwe.abold malaal
julof ‘(ppe ‘abebua) Juswabebua
eIpaW 1BID0S 3AI}IE ‘W00l
uonesauab seapi Mau ‘saljuad
1821uy29} ‘sqn)d ,SIDUMO ‘Swinioy
yoddns ‘saljlunwwod pueuq ‘sqn)d
uey ‘smalAal pue sbuljed ‘sboyq

Uo JUBWIWOI pue pead ‘@dualsadxa
aleys ‘seapl aleys ‘wnuioy ayj} uiof
‘spJadxa Wiy Y3IM Swood Jeyd auljuo

‘abesn jonpoud ui bujuredy/burioiny 6

uonjew.ojui bupueuly ‘asedwod
pue doys ‘sysanba.u uonyejonb
‘(ysrem ‘peau) yuswabebua

elpaw e120s aAissed ‘uoljew.dojul

"AJaAnap JapiQ @
“JUaWjIn} 3IIAISS-§19G ®
‘Juswabeuew A10jusaAuj e
‘wd)shs bunpjoeu) e

"JJodaul
ssalboud pue uoliedijijou JaplQ e
“JapJoaunyo e
*13p.Jo aunug *
*f13us ejep 9)RINIIY *©

*uoljealn-od
ul Jusawabebua Jawolsny e
*uoljeloqe]od
J3Wo}snd-13wolsny e
*uoljeloqe])od Jawoisnd-wdli4 ®
*JUBWISSISSE SPA3aU 9IIAIDG
‘Aouensuod
1B21UYI3} pue 3DIAPE 3IINIDS ®
*wd)sAs Yoeqpasy Jawoisn)

jusunyny 1spag e

usuniing

pue buissadoud

‘buryey-aapJio Asead
Bungeus ssadoud Janddng
9NISS320¥d ¥3aQN0

buliojiuow J13puQ g

Kayus JspuQ |

sanjIAle
UoI}ea.2-0d pue 3AI}RI0qR]10D °E
uoI}e}NSU0) pajel}iul-Iawolsn) 'z

"1ayjaboy

9)EJ0(Qe]102 0} MOY

Buissasse ul Janddns

pUB JaW03}SNd U9aM}aq
anbojelp Aem-om |

uolje)Insuod pajelyul-ianddng °| NOILYLTINSNOD

s9)dwex3y

K1ob63jeoqng

K10631e2 J1u19U99 J9isn)d

S$921A13s Auejuawaiddng

‘(PanuiUOY) € 31qeL

GTO0Z 400100 0T TS:0T ® [Ariqi1 MSNN] Ag papeojumoqg



157

Frow et al. Diagnosing the supplementary services model

(panu1uo0))

1B21UYy233}-uou 40} 3IBI J9WO0ISND
1lewsa ‘a1ed JaWojlsnd 3}IS-uo 1Ny
pUE 3J1AI3S J3WO0)}SND 10j d\qe]IRAR
9JIAIDS 9)IqoW JyyZ ‘©pod ssadde
‘f}11ndas ssasoud Japuo ‘aawoisnd
9y} 0} papiaoad uonew.ojul

pajuem pue jueaajad Ajuo

os Buisuea)d ejep pue Ayjab3jul eyep
‘aunuo Ayniqissalrde £/4z ‘uoiydayoad

e}ep jnoge adueansseal ydndxa 69

*S09pIA Hujwodjam

‘(buisnabueas ‘buiuiarob
‘Buiwiod)am b 9) bupjiomiau je1dos
aunuo ‘qnyd diysiaquaw ‘waysAs
uonubo2al 3II0A ‘JUsWUIR)ISIUS
‘sanijioe) wood buijiem ‘saniioe)

'sjad

‘uaupjIys ‘sied “b'a suoissassod
J3Y30 ;S19W03SNI JO 31E) ®
‘saseya.nd ,SJawoisnd Jo aJey) e
*3.1Bd I3WO0)SNI ASHO ®
*3Jed I3Wo)snd 3jis-uQ ®
‘uondajoud ejeq

*6unyoad Jawolsnd
Joj Buluiw elEp 9AI}I9YT ©

S9)gen)eA sJawojsnd Joj aiey g
"S31geN]eA 13y}
pue SJaWo0)SNd 10} ade)
sJlawojisnd Joj aJej °| JYVI ¥3IWO01SNI

‘Jauwiolsnd pue

JUBWIYSS1JaJ ‘'SWO0IYSEeM pUE 53910} alnjdes ejep aA1)29))7 © Anendsoy 1dauipuj 'z Janddns usamiaq
‘sbuijaalb pue ajiWs Yim awoI)am ‘Saljluswe Jawoisng e uol}oeJ43lul 1Be120g
‘1siuoidasad jo ssauljpually ‘b ‘sbujeadb pue suolonpodju| e Aneydsoy joa41p ‘ay1s-uQ | ALITV.LIdSOH
*saldnod
uanjad ‘saidnod pue sajed A1aAnap
‘sawayds aseydind Jaquaw
sa)dwex3y Kiobajeoqng K1063jed d119U9g Jaisn)d

$321A43s Aieyuswaiddng

‘(penunuoY) € 31qel

GTO0Z 400100 0T TS:0T ® [Ariqi1 MSNN] Ag papeojumoqg



Journal of Marketing Management, Volume 30

158

(panuiuo))

*S$)N0-)20)S
9WO0.19A0 0} UOIIN}IISHNS dW}-1edd
‘Kluessem awladyn ‘sanuestem
panduwi ‘ssawwelboud ewbis
XIS ‘sA3AINS UdALIpP-UO]}OBSUE)
elA sjuiejdwod 419y} 3210A 0)
sJawojsnd buibeanosus ‘siowoisnd
0 suonjeliea adinuas buiuieydxa ““6°a
"1Joddns
J1rews ‘yaoddns yyum jeyd ‘sabed
(9M 34Bd 19WO0)SNd '‘9duUer)SIsse
9Al] ‘woou sjuaied ‘9d1A13S
uoI1ed1§1149d JUswWnIop ‘sallyioe}
pajqesip ‘uoljew.ojul jeiauab
‘sjie}ap A19A113p Se Yons sanss|

"WaysAs
asuodsaJ juapiooe pue fouabiawg
ysop djay 9311495 @
‘saajuelenb pue saljueliep e
‘spuawindwod
pue suorysabbns sawojsny) e
"U0I}N)0S3J 9Njiej 93IAIDS ®
"S92IAJS SINOY-J0-1NQ) ®
"9JIAIDS
pasiwolsnd 10) }sanbau jeldadg e

uo1IN)0sas Wajqold ‘g

suoi3sabbns
pue spureydwos Jawoisny g
‘SuoljelIBA
10 A1aA028d 321AIBSG
SNOILd30X3

suoneliea
92IAJ95s J0J )sanbad Jawojsny |

sa)dwex3y

Kiobajeaqng

K1063jed J119U9g Jaisn)d

$321A43s Aiejuswaiddng

‘(penunuoY) € 31qel

GTO0Z 400100 0T TS:0T ® [Ariqi1 MSNN] Ag papeojumoqg



159

Frow et al. Diagnosing the supplementary services model

"p1og ul payybnybiy ale suoiedIpow pue suolippe MaN '19pow 1eulbiio (G441) S,420]9A07 Ul PaISI] SWaYl aJe SDI1e}l Ul SWa)l 8y :9)0N

*SUJ3IU0I 1B2IY)}D
uo syiodau aunuo ‘swweuaboad
diysuaznid 1eqoyb ‘siojeindjed
juladjooy uoqaed aunuo ‘yanad

Jajsesip ‘sasnoy Ayraeyd ‘Kouadiyyd
AB1sua ‘buiag-119m bunnowoud
‘6ul}sa) jewiue ysuiebe ‘Buydiyjedy
p11Yys dois “yaueld ano 1d9304d
‘apedy Jiej Aunwwod ‘iaded
9JNnpaJ 0} uonewJiojul aunuo “Hs
*s3)IsqaMm Ayied-paiyy
elA sjudwied ‘si139)a9AuU0d Adudaand
aunuo ‘spoyjaw juawded buibueyd
‘uosuad uy ‘jew ‘swajshs yuawAed
polewojlne ‘walsAs JuawAed 9310AUl
31U0.132919 “1edAed ‘buidioaul-a
‘1qap 129.1p ‘[auoyd Aq) paed 1ipatd

‘AVdg ‘1unodse Aw ‘suoiinjos juswhed

auluo ‘sadloAul ajeindoe pue Ajawiy ““ba

*S3AljeI}IUl Udalg ®
*saljlaeyd pajaad)as jo yioddng e
*6una/hdaa ui uoneddijied ¢
*3Jue)SISSe a)qejliey) o

‘sjuawAed yses-uop e
‘'sjuswied ysey
"92UBUSIUIBW JUNODDY ®
"SNJe)S 1Ipal] @

"B}EP 9DI0AU| ®

"B]EP JUNODDY ®

saljlAl}de 3)qisuodsal

Anerdos ul JusawaAjoAul Janddns g
sal}AIoe 9)qisuodsad Ajerdos
ul uolje.I0(ge])0d J3WO0ISN) *|

wajshs yuswAhed ¢
wajsAs Ajanoe junoddy 'z

waysAs bung °|

*sanssi
1EIUSWIUOIIAUS pue
1e120s 0} sSsaudAlsuodsay
ALITIGISNOdS3Y
IvId0S
ANV ALITIGVNIVLSNS

'swia)sAs Juswhed

pue ejep
ajeludoidde buiinsug
INIWAVd ANV ONITTIE

s9)dwex3y

K1ob63jedqng

K10631ed d119U99

J9rsnyd
$921AJ19s Alejuswaiddng

GTO0Z 400100 0T TS:0T ® [Ariqi1 MSNN] Ag papeojumoqg

‘(PanuRUOY) € 31qeL



Downloaded by [UNSW Library] at 10:51 10 October 2015

160

Journal of Marketing Management, Volume 30

In undertaking this analysis, some items in Lovelock’s (19935) list of supplementary
services were found by the researchers to be highly relevant, whilst some were not
relevant for any of the firms explored in this study. The service environment has
changed substantially since Lovelock’s original work, with technology and social
networks in particular making a substantial impact on many aspects of services. Such
changes are reflected in the revised subcategories and the illustrative examples in
Table 3. Technology is an enabler that impacts supplementary services. It has an
influence on how supplementary services are offered to customers and the ability
of customers to access these supplementary services.

Table 3 incorporates the changes in the supplementary services clusters discussed
above, together with the typology of cluster categories and subcategories resulting
from the analysis. We observe that many of these modifications to Lovelock’s
(1995) original model reflect the impact of technology as an enabler of interaction,
transfer of knowledge and the personalisation of supplementary services, consistent
with contemporary perspectives of service design (e.g., Bitner et al., 2000).

As noted earlier in this article, Lovelock’s (1995) list of examples and illustrations
are not classified into categories and subcategories. The revised model in Table 3
provides an improved practice-based representation of supplementary services based
on field research with executives. In contrast to Lovelock’s list, it provides a hierarchy
of generic categories, subcategories and illustrative examples. As shown in bold in
Table 3, the revised supplementary services model contains changes to four of the
original eight clusters (these include one new cluster, one amalgamation, and changes
to the scope of two of the clusters), and the addition of a further 11 generic categories
and 26 subcategories. Many new illustrative examples are shown in bold in Table 3,
including ones reflecting issues such as technological change, social media, multi-
channel issues, and aspects relating to sustainability and social responsibility.

This development and refinement of Lovelock’s (1995) model should assist
managers in addressing the practical issue of ‘how can we differentiate services
more efficiently in order to deliver them more effectively?’ (Ottenbacher, Gnoth,
& Jones, 2006, p. 346). This research supports the general approach in Lovelock’s
(1995) theoretical model. However, we provide an empirically-derived advancement
of the original model that includes a detailed typology of categories and
subcategories. The revised model provides researchers and managers with a more
comprehensive and structured approach to supplementary services which can be
applied in practice and explored in future research.

Lovelock’s (1995) theoretical model significantly extends the concept of product
augmentation. His model highlights the importance of extending the core offer to
encompass supplementary services; however, it provides somewhat limited guidance
on how to implement the model. The managers involved in the interactive research
workshop sessions were unanimous in the view that a planning framework was
needed to assist in implementing the supplementary services model. This view echoed
calls in the academic literature for more conceptual work (Yadav, 2010) and more
frameworks to help marketers integrate components of marketing strategy (Garda,
1988), which led to the development of the conceptual framework described below.

A framework for implementing the supplementary services model

Following the approach outlined in the section on research method, the researchers
reviewed a number of services planning and implementation frameworks. Drawing
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Figure 2 Planning framework for supplementary services.
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especially on insights from Tax and Stuart’s (1997) new service integration
framework, we engaged with executives in two workshops to progressively develop
and refine a planning framework. The final version of the framework, shown in
Figure 2, includes six planning steps which provide guidance on implementing the
revised supplementary services model.

The first step in the framework is identifying relevant clusters for the enterprise.
This stage involves examining the firm’s existing offers and associated supplementary
services, a review of competitive offers, and details of key customer segments
including any differentiation of supplementary services for different customer
segments. Relevant information needs to be assembled and an audit of existing
supplementary services activities and customer interactions with the firm should be
undertaken. This task includes identifying clusters that are not relevant and any
clusters which should be added. The services marketing audit by Berry, Conant,
and Parasuraman (1991) provides guidelines regarding important service elements to
consider. Service blueprints (e.g., Bitner, Ostrom, & Morgan, 2008) will help identify
current service activities and customer interactions with the firm.

The second step involves determining which specific categories and subcategories
should be considered within each supplementary services cluster. Firms should be
aware of the difficulty of identifying a wide range of potential categories and
subcategories within each cluster. To address this difficulty, the typology in Table 3
can be used to consider options. The researchers propose categorising the specific
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supplementary services into three groups: those which exist at present; those which
should be improved; and new supplementary services to be added.

The third step involves reviewing the relevance and importance for the enterprise
of each supplementary services cluster. For example, some elements, such as customer
care, may be highly relevant for a particular enterprise. If key competitors currently
have average or poor levels of customer care and this element is significant to
customers, this factor may be of high importance in creating a differentiated offer.
This review can involve the consideration of facilitating supplementary services
(which are needed for service delivery or assist in the use of the core product, e.g.,
information, order processing, billing and payment) and enhancing supplementary
services (which add extra value for the customer, e.g., consultation, hospitality,
sustainability and social responsibility, customer care and exceptions; see Grénroos,
1990; Lovelock & Wirtz, 2007). The review in this step enables managers to
determine where emphasis should be placed.

The fourth step involves determining if a generalised or segment-based approach
to supplementary services is appropriate. In this step, the firm turns its attention to
customer segmentation, recognising the need to identify and profile its best and most
profitable customers (now and in the future) and to consider if the firm needs to vary
the supplementary services offered to different customer segments.

The fifth step involves developing and implementing a detailed plan for
introducing new and enhanced supplementary services. In this step, internal
communication, technology-enabled service delivery and change management are
of importance. Special attention should be given to internal communication with
employees, with regard to the business benefits that enhanced and new supplementary
services will deliver. ‘Multi-level service design’ issues (Patricio, Fisk, e Cunha,
& Constantine, 2011) should be considered, and an assessment should be made
of the enterprise’s capabilities to manage change (Kotter & Heskett, 1992).
Many of the clusters are heavily information-dependent, including information,
consultation, order processing, billing and payment, and customer care. Such
clusters have substantial opportunities for improvement through innovation in
technology.

The sixth and final step involves monitoring and reviewing the supplementary
services initiatives. Regular customer research and competitor research should be
conducted to monitor and review the efficacy of the firm’s initiatives. A marketing
dashboard (e.g., Pauwels et al., 2009) provides an effective means of communicating
many pieces of decision-relevant data. Regular review meetings with staff will provide
a forum for business leaders to communicate findings from the research and to ensure
that ongoing attention is focused on product-augmentation activities.

Conclusion, limitations and future research

Despite the existence of Lovelock’s (1995) supplementary services model for almost
two decades, as shown in Table 1, there is sparse empirical research examining the
model’s legitimacy in different service organisations, hence the discovery-oriented
approach adopted in this paper. Our aim in this paper is to undertake ‘practice-
relevant scholarship’ (Antonacopoulu, 2010; Reibstein et al., 2009). Our research
seeks ‘actionable knowledge of direct practical value in the context being studied’
(Greene & Hall, 2010, p. 138).
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Our work provides a substantive contribution to the literature on supplementary
services. It makes this contribution in several ways. First, our work provides the
first empirical research that supports, validates and extends the supplementary
services clusters identified in Lovelock’s (1995) theoretical model. Second, our
work develops the first detailed and empirically-based typology of supplementary
services categories and subcategories. Finally, we develop a revised model together
with a planning framework for supplementary services. This framework provides
enterprises with a structured approach to realising opportunities to develop and
exploit supplementary services and create stronger differentiation and potentially
greater competitive advantage for their products.

More specifically, our findings show that the order-taking and safekeeping clusters
in Lovelock’s (1995) model should be re-categorised as order processing and
customer care, respectively. This finding on the relevance of customer care as a cluster
is in line with previous research (e.g., Srinivasana, Andersona, & Ponnavolub, 2002),
which emphasises that service providers should ensure proper care of their customers
in order to facilitate immediate transactions and long-term customer relationships.
Our research also identifies that ‘sustainability and social responsibility’ represents an
important supplementary services cluster. Recent studies demonstrate that customers
are now placing greater emphasis on the social responsibility of an enterprise when
making purchase decisions (Luo & Bhattacharya, 2006; Wagner, Lutz, & Weitz,
2009).

This study has limitations, some of which point to specific future research
opportunities beyond the present work. These are highlighted in the discussion
on future research below. Other limitations relate to the methodology and data-
collection procedures. As we note in the methodology section, it was not possible
to use exactly the same data-collection procedures for each of the ten companies.
However, where possible, we sought to use common principal sources of data that
included: primary source material; documentary evidence; online searches; other
published sources; and customer interviews/surveys. We utilised multiple sources
of data in an attempt to counteract bias, as proposed by Patton (2002). A further
limitation involves the use of executives for undertaking the fieldwork. As noted
earlier, the substantial scale of the research made it impractical for the small research
team to undertake the fieldwork involved in this study. Whilst every effort was
made to prepare the executives for data collection and to guide consistency in the
data-collection processes, this remains a limitation of the study.

Further aspects of the supplementary services concept require more specific
research. First, additional empirical work is needed on the use of the revised
supplementary services model and implementation framework within enterprises.
Research in more diverse services would provide insights about how supplementary
services can yield competitive advantage. Our focus on ten experience services
enterprises is a limitation of this study. Since most researchers’ work in supplementary
services concentrates on consumer services, future research could examine business-
to-business services, credence services, and goods-based sectors, including fast-
moving consumer goods and consumer durables. Such work could also be extended
to the not-for-profit sector.

Second, greater exploration is needed of specific supplementary services clusters.
For example, companies’ involvement in societal issues, including sustainability, has
increased substantially in the last decade. This involvement has been in response
to consumer interest, consumer activism and rapid economic, social, political and
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technological change (Sheth, Sethia, & Srinivas, 2011). Research is needed to better
understand supplementary services relating to this specific cluster.

Third, Anderson and Narus (1995) conclude that suppliers in business markets
typically provide some customers with more supplementary services than they want
or need. This suggests that greater tailoring of supplementary services to specific
customer segments is needed. We point to the importance of considering this issue in
our planning framework. Whilst there are examples of such tailoring within sectors
such as the hospitality, airlines and some financial services, more substantive work
remains to be done in researching segmentation and supplementary services.

Fourth, the topic of co-creation, in the context of supplementary services,
requires investigation. Prahalad and Ramaswamy (2004) highlight the co-creation
opportunities resulting from the transformation of customers from ‘passive
audiences’ to ‘active players’. The potential benefits of more fully engaging customers
in co-creative activities, which are aimed at developing new supplementary services
and enhancing existing ones, represents a further area of research interest.

Fifth, future research on supplementary services should focus on quantitative
issues. The discovery-oriented investigation and qualitative approach used in our
work can provide the basis for future quantitative studies. An important quantitative
research issue is the relative contributions of supplementary services clusters to
customer-based and market-based performance. Discriminant validity needs to be
investigated in any scale development research.

Sixth, exploration of the supplementary services concept in the context of
intermediated markets is needed. For example, where an insurance underwriting
company sells to final consumers via an intermediary such as an insurance broker,
the insurance underwriter needs to work closely with the broker to identify which
supplementary services need to be addressed by one or other, or both, of these parties.

Finally, the international context of the service offer remains to be explored.
As Lovelock (1999) notes, in the development of a transnational strategy, an
enterprise’s management needs to consider which, if any, supplementary services
should be made consistent across all international markets and which ones should
be modified, added to, or omitted. We have not identified any empirical research
addressing this issue, leaving a further opportunity for investigation.
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Appendix 1. Additional information on research approach

Example of research undertaken in the Express Parcel Firm

Each group of executives undertaking the fieldwork in the ten enterprises used at least
three data collection methods, including detailed literature and firm documentation reviews
and customer interviews/surveys. Information relating to the Express Parcel Firm and its
supplementary services was collected from multiple informants across different levels using
different data collection methods, as described below.

Literature and firm documentation review/benchmarking

The fieldwork undertaken in this firm started with a detailed literature and firm documentation
review. The purpose of the literature and firm documentation review was to fully understand
the nature of the services offered and the competitive position of this firm within its industry.
Details of the firm’s main products and services were documented, together with an initial
view of the supplementary services offered by the firm. Benchmarking of key competitors
was undertaken, using external data sources including company websites, to gain an overall
understanding of this firm’s competitive offering within the industry. The sources included a
Datamonitor report, which provides a detailed benchmarking analysis of the largest players
in the express parcels market, including DHL, UPS, TNT and Federal Express, as well as all
the main regional European companies. A pro-forma document, which included Lovelock’s
(1995) list of supplementary services for each of the eight clusters in his model, was used as
a checklist both at this stage and in the following stages in order to progressively record and
refine a list of the supplementary services offerings of the firm. This pro-forma document was
used in each of the enterprises involved in the fieldwork.

Firm interviews

Eleven interviews were conducted with managers to further explore the supplementary
services that were offered by the firm to their customers. This was supplemented by
follow-up discussions and email correspondence. Questions relating to supplementary services
were devised based on gaps that were found in the research to this point. As well
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as seeking information on the supplementary services not identified from the literature
and firm documentation review or interviews, other specific issues relating to the firm’s
customer management strategy were investigated, including: how the firm deals with different
tiers/levels of customers based on the size of business that they generate; the degree of
customisation offered to small customers; firm guidelines as to how customers are approached,
greeted and dealt with in firm branches; and differing levels of service offered to larger and
smaller customers. The field research aimed at determining whether each of the eight original
clusters in Lovelock’s (1995) model were relevant and if any additional cluster should be
added as a result of the supplementary services that were identified. Sustainability and social
responsibility was identified as a potential additional supplementary services cluster at this
point. The data provided by the literature and firm documentation review and interviews with
these managers provided input into the mystery shopping.

Mystery shopping

Mystery shopping was conducted at random times using the firm’s main customer service
number. A points system was devised, with each answer being allocated points. The
firm’s representative was awarded points based on his/her product knowledge, friendliness,
professionalism, cross-selling, and duration time to complete the query. Some examples of
questions asked for the ‘mystery shopping’ include:

e How do account holders benefit over non-account holders?

¢ What are the minimum requirements for opening an account?
¢ What are the general requirements for opening an account?

e How long does it take to open an account?

e Can an account be opened online?

e What is the requirement for annual volume of packages sent in order to remain
an account holder?

¢ What information is required from new customers?
¢ What are the terms of business and billing, including if online billing can be used?
e How are customers compensated in the event of loss or damage to a parcel?

The firm’s service representatives were also asked questions relating to the firm’s services in
another country in order to see if they were able to give satisfactory answers.

Customer survey

After collecting this initial information from the mystery shopping, more specific questions
regarding the firm’s supplementary services were investigated. A sample of 25 customers who
had used the firm’s service at least 10 times were interviewed. The criterion for selecting this
group of customers was that they had used the service in the last six months. Respondents
were asked: (1) to rank how important each of the supplementary services clusters was to
them; (2) to indicate their preferred method of accessing information regarding the service;
(3) to indicate whether they had ever lost a package while using any of this firm’s services;
(4) to rate the simplicity of using the service; (5) to indicate any incidents which might be
classified as exceptions; (6) to rate the quality of the consultation cluster at this firm; and
(7) attitudes regarding whether customers considered that the firm was socially responsible.
Following collection of all the data on the categories, the executives undertaking
the fieldwork produced a report identifying which supplementary services clusters were
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appropriate to the Express Parcel Firm, including a ranking of the relative importance of
each supplementary services cluster and the current levels of effectiveness of the firm in
providing the supplementary services. A total of nine supplementary services clusters were
identified as being relevant to this firm, including the eight original clusters plus an additional
cluster of sustainability and social responsibility (see Table 2). The list of supplementary
services identified for each cluster, together with recommendations as to those additional
supplementary services that might be added to further augment the firm’s offering, were added
into a spreadsheet that included data from all ten enterprises involved in the fieldwork.
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