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Marketing was originally built on a goods-centered,

manufacturing-based model of economic exchange devel-

oped during the Industrial Revolution. Since its beginning,

marketing has been broadening its perspective to include

the exchange of more than manufactured goods. The sub-

discipline of service marketing has emerged to address

much of this broadened perspective, but it is built on the

same goods and manufacturing-based model. The influ-

ence of this model is evident in the prototypical character-

istics that have been identified as distinguishing services

from goods—intangibility, inseparability, heterogeneity,

and perishability. The authors argue that these character-

istics (a) do not distinguish services from goods, (b) only

have meaning from a manufacturing perspective, and (c)

imply inappropriate normative strategies. They suggest

that advances made by service scholars can provide a

foundation for a more service-dominant view of all ex-

change from which more appropriate normative strategies

can be developed for all of marketing.
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Early marketing thought was built on a foundation of

goods marketing, essentially the distribution and mone-

tized exchange of manufactured output. Since marketing

grew out of economic science, with models developed

during, and intended to deal with issues of, the Industrial

Revolution, this goods-based foundation is understand-

able. During the past 40 to 50 years, service marketing

scholars have created a subdiscipline of services market-

ing to address exchange phenomena that had been previ-

ously undressed or underaddressed in marketing, given

this manufactured output orientation. These scholars have

made tremendous strides and have been credited with

“breaking” services marketing “free from goods market-

ing” (e.g., Swartz, Bowen, and Brown 1992).

This breaking free was largely a process of first legiti-

mizing the domain of services marketing through defini-

tion and through the delineation of four characteristic

differences between services and goods—intangibility,

inseparability, heterogeneity, and perishability. Then,

given these characteristic differences, which are often

characterized as disadvantageous, normative strategies

that marketing managers must employ when marketing

services were indentified. This article questions this

“breaking free,” both on the grounds that services market-

ing may not have actually broken free and on the grounds

that breaking service marketing free may not be a desir-

able goal.

None of this is intended to suggest that the efforts of the

service marketing scholars have not been worthwhile. On

the contrary, we argue that advances made by service
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scholars have had an enormous impact and could (should)

have an even larger impact on marketing in general, rather

than just on a subset of marketing. We argue that instead

of service marketing breaking free from goods market-

ing, it is all of marketing that needs to break free from the

manufacturing-based model of the exchange of output.

We suggest that the work of service marketing scholars

can lead the way by more fully developing a service-based

model of all of exchange (see Vargo and Lusch 2004).

Interestingly, support for this more unified, non-

manufacturing-based model of exchange can be found in

both the seminal and more contemporary services market-

ing literature. For example, Shostack (1977), in her origi-

nal challenge to “break free,” argued, “‘Either-or’ terms

(product vs. services) do not adequately describe the true

nature of marketed entities” and suggested the need for a

“new structural definition” (p. 74). More recently,

Gummesson (2000) has claimed, “The distinction be-

tween goods and service has become a burden” (p. 121).

Rust (1998) has argued for a more integrative view of

goods and services by noting, “The typical services re-

search article documented ways in which services are dif-

ferent from goods. . . . It is time for a change. Service

research is not a niche field characterized by arcane points

of difference with the dominant goods management field”

(p. 107). Gronroos (2000a) has extended Rust’s argument

by suggesting that “services and physical goods should not

be kept apart anymore. . . . This means that physical goods

marketing and services marketing converge, but services-

oriented principles dominate” (p. 88). Similar arguments

can be found in the work of Schlesinger and Heskett

(1992), Normann and Ramirez (1993), Gronroos (1994),

Gummesson (1995), and Vargo and Lusch (2004).

Our approach is to question the characteristic differ-

ences that have been used to differentiate services from

goods and to argue further that services are not confronted

with unique marketing challenges. We argue that these

characterizations are inaccurate and reflect a view of ex-

change that is driven by the manufacturer’s perspective.

From a marketing and consumer perspective, they charac-

terize all exchange offerings and, from this perspective,

the implications for marketers, both of what have tradi-

tionally been classified as goods and services, are not dif-

ferent. In this regard, we build on and extend the work of

Beaven and Scotti (1990), Gummesson (2000), Lovelock

(2000), Vargo and Lusch (2004), and others who have

taken similar positions in varying degrees.

First, we briefly highlight the unresolved difficulty in

defining goods apart from services and offer a potentially

unifying definition. Second, we discuss the mythical and

manufacturer-based perspective versus marketing-based

perspective of the four distinguishing service characteris-

tics and suggest that their often-assumed normative impli-

cations should be inverted—that is, intangibility, hetero-

geneity, inseparability, and inability to be inventoried are

not only not necessarily normatively negative and to be

avoided but in some cases may actually be more norma-

tively positive. Finally, we suggest that the knowledge de-

veloped by service scholars may provide a foundation for

a more unified understanding of exchange in general,

without reference to the artificial distinction between

goods and services, one that emphasizes the central role of

service in exchange.

SERVICES AND

GOODS DEFINITIONS

The initial period of service thought (approximately

1950-1980) was a period of debate over the definition of

services and the delineation of services from goods, which

has been characterized by Fisk, Brown, and Bitner (1993)

as a “Crawling Out” stage. Judd (1964) laid the foundation

for the contemporary approach to definition and delinea-

tion by discussing “illustrative definitions” and “defini-

tions by listing” and then recommending defining services

“by exclusion (from products) . . . pending the develop-

ment of a positive definition,” because, “together with a

product definition, it exhausts the category of “economic

goods” (pp. 58-59). However, he noted that this approach

to definition has “defect,” because from it “nothing can be

learned about what are the essential characteristics of a

service.” Partially continuing in this tradition, Rathmell

(1966) noted, “Most marketers have some idea of the

meaning of the term ‘goods’ . . . but ‘services’ seem to

be everything else” (p. 32). Rathmell did, however, argue

that all economic products could be arrayed along a

goods-services continuum. He further identified 13 market-

ing characteristics of services in comparison with goods,

including intangibility, noninventoriability, and

nonstandardization.

This approach of defining services residually has per-

sisted; services are still mostly seen as what tangible goods

are not. For example, Solomon et al. (1985) noted that

“services marketing refers to the marketing of activities

and processes rather than objects” (p. 106). Lovelock

(1991) defined service as “a process or performance

rather than a thing” (p. 13). There is still no generally ac-

cepted, positive definition of service. As Gummesson

(2000) has said: “We do not know what services are, nor

do we know what goods are in a more generic sense”

(p. 121). It appears that this part of the services versus

goods debate was more abandoned than resolved. This

contention is not intended as an advocacy of a return to that
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debate. On the contrary, we suggest that its abandonment

is a reflection of the intractability of the attempt to make

goods and service mutually exclusive.

We argue that goods and service are not mutually

exclusive (e.g., tangible versus intangible) subsets of a

common domain, that is, products. Attempting to define

service by contradistinction from tangible goods both pro-

hibits a full understanding of the richness of the role of ser-

vice in exchange and limits a full understanding of the role

of tangible goods. Rather than illuminating understand-

ing, it constrains understanding.

The common denominator of most service definitions

is “activities” or “processes.” This activity or process, in

turn, implies applying something and doing something for

the benefit of some entity. We argue that it is individual

and organizational resources, especially specialized skills

and knowledge (i.e., competences) that are being applied.

Accordingly, we define service as the application of spe-

cialized competences (skills and knowledge), through

deeds, processes, and performances for the benefit of

another entity or the entity itself (self-service) (Vargo and

Lusch 2004; see also Gronroos 2000b, p. 48 for a similar

conceptualization). Furthermore, we argue that this ser-

vice is sometimes provided directly, and sometimes it

is provided indirectly, that is, through the provision of

tangible goods; goods are distribution mechanisms for

service provision.

All of this may sound like we are suggesting that every-

thing is a service. In a very real sense we are; we are sug-

gesting that economic exchange is fundamentally about

service provision. From this perspective, service becomes

an inclusive term (rather than replacing goods as an ex-

clusionary term). It is a perspective that is consistent with

Shostack’s (1977) questioning whether automobiles are

“tangible” services, Gummesson’s (1995) argument that

“activities render services; things render services,”

Kotler’s (1997) observation that the “importance of physi-

cal products lies not so much in owning them as in obtain-

ing the services they render” (p. 8), and Rust’s (1998)

contention that “most goods businesses now view them-

selves primarily as services, with the good being an impor-

tant part of the service” (p. 107). It is also consistent with

the emerging resource-based models of exchange and

competition (e.g., Hunt 2002). For example, Penrose

(1959) to whom Hunt (2002) traces the beginning of

resource-based theory, viewed the firm as a “collection of

productive resources . . . it is never resources themselves

that are inputs to the production process but only the ser-

vices the resources can render (italics in original)” (pp. 24-

25). Thus, as Hunt (2002) pointed out, resources can be

viewed as “bundles of potential services” (p. 270). Like-

wise, Prahalad and Hamel (1990) characterized products

(goods) as “the physical embodiments of one or more

competencies” (p. 85).

In part we argue that, because of this nested relation-

ship between service and goods, neither goods nor service

can be captured through residual definitions and, for simi-

lar reasons, the delineation of characteristic differences

between services and goods is also misleading, if not

counterproductive. We also argue that independent of our

definition and the implied relationship between service

and goods, the goods versus services distinctions, when

viewed from a consumer-centric, marketing perspective

rather than a manufacturing perspective, do not hold up.

SERVICES AND

GOODS CHARACTERISTICS:

MYTHS, PERSPECTIVES, AND INVERSIONS

As noted, much of the discussion of the relationship be-

tween goods and services has focused on how they charac-

teristically differ and the implications of these differences

for marketing. Rathmell (1966) identified 13 characteris-

tic differences. Lovelock (1991) identified 7. The most

commonly employed of these lists of archetypal character-

istics are based on the systematic review of the service lit-

erature by Zeithaml, Parasuraman, and Berry (1985) and

identified as intangibility, heterogeneity, inseparability,

and perishability. They appear to have near-uniform and

almost unquestioned acceptance by marketing scholars

and, as Gronroos (2000b) noted, are “repeated in almost

every context without any discussion of the undermining

logic” (p. 60). (However, for exceptions, see, e.g., Beaven

and Scotti, 1990; Gummesson 2000; Lovelock 2000.)

More important, this list itself implies a definition by

exclusion, by first assuming commonly accepted charac-

teristics of (tangible) goods and then identifying services

in terms of the absence of these properties. For instance,

Intangibility—lacking the palpable or tactile quality of
goods

Heterogeneity—the relative inability to standardize the
output of services in comparison to goods

Inseparability of production and consumption—the si-
multaneous nature of service production and con-
sumption compared with the sequential nature of
production, purchase, and consumption that charac-
terizes physical products

Perishability—the relative inability to inventory services
as compared to goods

Furthermore, as normally employed, these characteris-

tics are usually seen as hurdles, or negative qualities of ser-

vices, to be overcome by marketing (e.g., Zeithaml and
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Bitner 2000). We argue that the intangibility, heterogene-

ity, inseparability, and perishability characterizations fail

to delineate services from goods adequately. We also argue

that (a) these characteristics are inaccurate and misleading

about the nature of market offerings, (b) their implications

for marketing strategy are contradictory to a market and

consumer orientation, and (c) their implications should be

inverted (see Table 1). In short, what we have learned by

studying service can and should be applied to all of ex-

change. Although this argument is consistent with our pro-

posed, revised positive definition of service, it is not

contingent on the definition.

Intangibility

The myth. The primary distinguishing characteristic of

services in relation to goods is normally considered to be

intangibility. Despite the appealing nature of such a clear-

cut line of demarcation, at worst it does not hold up, and at

best it has little or no relevance. Several service scholars

(e.g., Shostack 1977; Swartz, Bowen, and Brown 1992)

have noted that by the intangibility criteria there are no

pure services or goods. Their argument is based on the ob-

servation that essentially all goods have a service compo-

nent, whereas essentially all services have some form of

tangible representation.

Partially because the most that can be done with this

characteristic is to attempt to array goods and services on a

continuum according to the relative degree of tangibility, a

number of scholars (e.g., Gummesson 1995, 2000; Rust

1998) have questioned what its delineation really pro-

vides. Iacobucci (1992) investigated the perceived ser-

vices versus goods nature and the perceived tangibility of a

wide array of offerings and found that “while goods are in-

deed perceived to be relatively more tangible than ser-

vices, all these stimuli are perceived to be rather tangible in

an absolute sense” and concluded that “the tangibility rat-

ings are an example of where the data were not closely

aligned with theoretical expectations” (pp. 33, 49).

Beaven and Scotti (1990) maintained that “service pro-

cesses and their outcomes result in specific sensory impres-

sions that are stored in the mind as concrete, tangible

facts,” and thus the distinction is “illusionary” (p. 8). Con-

versely, Gummesson (2000) argued, “If I am operated on

in the hospital I am myself the ‘machine,’ the ‘object of re-

pair and maintenance.’ It is unpleasant; it may hurt. I can

get better, worse, or die. Can it get much more tangible?”

(p. 123)
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TABLE 1
Limitations and Implications of

Distinguishing Characteristics of Services

Dimension Dispelling the Myth Perspective Inverted Implication

Intangibility

Services lack the tactile quality

of goods

Services often have tangible results

Tangible goods are often purchased

for intangible benefits

Tangibility can be a limiting factor

in distribution

The focus on manufactured output

is myopic and goods oriented

Consumers buy service even when

a tangible product is involved

Intangibles such as brand image are

more important

Unless tangibility has a marketing

advantage, it should be reduced

or eliminated if possible

Heterogeneity

Unlike goods, services cannot

be standardized

Tangible goods are often heteroge-

neous

Many services are relatively stan-

dardized

Homogeneity in production is

viewed heterogeneously in con-

sumption

The normative marketing goal

should be customization, rather

than standardization

Inseparability

Unlike goods, services are

simultaneously produced and

consumed

The consumer is always involved

in the “production” of the value

Only manufacturing benefits from

efficiency of separability

Separability limits marketability

The normative marketing goal

should be to maximize consumer

involvement in value creation

Perishability

Services cannot be produced

ahead of time and inventoried

Tangible goods are perishable

Many services result in long-

lasting benefits

Value is created at the point of con-

sumption, not in the factory

The normative goal of the enter-

prise should be to reduce inven-

tory and maximize service flows

Both tangible and intangible capa-

bilities can be inventoried

Inventory represents an additional

marketing cost



The perspective. A more central weakness with differ-

entiating services from goods in terms of tangibility, how-

ever, is that the distinction represents the producer’s

orientation, rather than the consumer’s, and thus what

should be the marketer’s orientation. Consumers purchase

satisfactions, symbolic meanings, and present and antici-

pated service provision; they purchase benefits (Bateson

1991, p. 6). As Gummesson (1995) has argued,

Customers do not buy goods or services: they buy
offerings which render services which create
value. . . . The traditional division between goods
and services is long outdated. It is now a matter of
redefining services and seeing them from a cus-
tomer perspective; activities render services, things
render services. The shift in focus to services is a
shift from the means and the producer perspective to
the utilization and the customer perspective. (p. 250)

Similarly, Riddle (1986) points out that

the creation of tangible objects is of secondary im-
portance: after all, such goods have little value in
and of themselves; they are important only to the ex-
tent that they serve as the equipment and supplies for
the extraction or service production processes. (p. 4)

For example, a stamping machine in a factory is a method

of providing a substitute for labor services, and a house-

hold appliance is a way for the household to perform

household functions with less of their own labor input or in

place of hiring someone to provide household services.

With the explosive growth in biotechnology and artificial

human limbs and organs, we can more clearly see that tan-

gible goods are merely platforms for the performance of

human functions. In her original exhortation to “break

free,” Shostack (1977) noted that what is marketed in an

automobile is transportation, not just “steel and chrome”

and felt that it made “sense to explore a new structural defi-

nition” (p. 74). Schlesinger and Hesket (1992), Normann

and Ramirez (1993), Gronroos (1994), Kotler (1997), and

others have implied similar views.

The inverted implications. The marketing implication

that has most often been associated with the intangibility

distinction is that service marketing managers should

strive to “tangiblize” their offerings or at least to provide

tangible representations of the service—for example,

McDonald’s golden arches or a bank’s marble columns

(Zeithaml and Bitner 2000). However, these normative

prescriptions seem to confuse tangibility with image.

Shostack (1977) argued that marketers of intangible offer-

ings do need to develop “tangible evidence,” but she also

argued that they actually had more opportunity to do so

than do managers of tangible offerings because “in

product marketing many kinds of evidence are beyond the

marketers control and consequently omitted from priority

consideration in the marketing positioning process”

(pp. 77-79). As important, she indicated that the challenge

for marketers of tangible offerings is to create an “intan-

gible image,” a potentially more difficult challenge than

creating evidence for intangible offerings.

Associating offerings with images is grounded in the

need to identify the benefits of and create a personality for

an offering to the consumer. It is a branding issue, and we

are not aware of any evidence that the advantages of

branding vary with the tangibility or intangibility of the

core offering. The golden arches of McDonalds, Pruden-

tial’s Rock of Gibraltar, and Morton Salt’s little girl with

umbrella all serve the common function of conveying the

intangible benefits of the brand, rather than compensating

for lack of tangibility.

Similarly, the selling and sales management literature

has long ago adopted a stance of selling the intangible ben-

efits rather than the tangible attributes, even when tangible

goods are being offered. On a more macro societal basis,

we are beginning to realize that the most valuable asset

in all organizations, whether they are nonprofit or for-

profit, are their intangible brands and what they symbol-

ize. These intangibles whether they be for the Catholic

Church, Arthur Andersen, Firestone, or Intel are where

most value of the firm resides.

Heterogeneity

The myth. The focus of the characteristic of heterogene-

ity is standardization. The idea is that because humans are

involved in the provision of services, services cannot be

standardized like goods. But if human input is the con-

straining factor, tangible goods cannot be inherently more

homogeneous than services. Human activity is the com-

mon, not the distinguishing, factor in the provision of both

services and tangible output.

In addition, historically, goods production has been

characterized as heterogeneous. Preindustrial cottage in-

dustries typically produced nonstandardized output. Stan-

dardization, or more precisely the goal of standardized

output, is an outgrowth of more recent mass production,

not an inherent characteristic of tangible output, and even

after 150 years of implementation, it remains a manufac-

turing goal, not a reality. Likewise, arguably, at least parts

of many services, such as airline transportation, medical

procedures, or the provision of information through com-

mercial databases, are as standardized and homogenized

as the production of the airplanes, medical instruments,

and computers on which they rely. Gummesson (2000)

noted that service providers such as retail banks offer
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highly standardized services. Lovelock (2001) contended

that possession-processing services, such as house paint-

ing, and mental-stimulus-processing services, such as ed-

ucation, are often provided homogeneously.

The perspective. The critical issue in the perception of

relative homogeneity and heterogeneity is who is making

the judgment. Fundamentally, standardization is

concerned with quality, but this association between ho-

mogeneity and quality is relatively new and is a manufac-

turer-centered association, motivated primarily by the

advantages in efficiency afforded by standardization in the

move toward mass production that characterized the In-

dustrial Revolution. In short, standardization is more effi-

cient from the manufacture’s perspective and thus has

(had) become the standard of quality.

From the consumer’s perspective, however, the issue is

different. Homogeneity in production often results in het-

erogeneous judgments of quality by individual consum-

ers, if not whole markets. For example, automobile

manufacturers offer relatively uniformly produced auto-

mobiles, composed of standardized parts that are per-

ceived very heterogeneously in the marketplace by

individuals with different and changing preferences for

attributes. This principle has nothing to do with goods ver-

sus services; it has to do with a producer versus consumer

perspective. In fact, the importance of perceived quality is

now generally accepted by marketing in general and is no

longer only a “service quality” issue.

As noted, what are normally considered to be services

can also be standardized, and/or the same output can be

provided to multiple consumers. When a university has an

introductory psychology class delivered to 200 freshmen,

what is being offered is a standardized, homogeneous

lecture (i.e., all 200 students are being provided identi-

cal lectures); but what each student receives is highly

heterogeneous—witness the end-of-semester student

evaluations. Quite often, we deal with this heterogeneity

with respect to demand by offering an assortment of stan-

dardized offerings to serve “relatively” homogeneous

groups, that is, segments. On the other hand, what is often

referred to as the heterogeneous nature of services is often

seen as more harmonious with the individualized, dy-

namic demand of the consumer (cf. Beaven and Scotti

1990). That is, nonstandardization on a priori grounds may

allow customization that is more responsive to demand.

From a marketing perspective, nonstandardization (i.e.,

customization) is the normative goal.

The inverted implications. Service scholars have rather

easily accepted the idea that services have a disadvantage

in relation to goods because they cannot be standardized as

easily as goods. Thus, the normative prescription is that

service providers must work particularly hard to find ways

to increase standardization. As noted, in reality, the situa-

tion may be the exact opposite. Although standardization

may provide for manufacturing efficiency, this efficiency

comes at the expense of marketing effectiveness. The nor-

mative prescription of the consumer orientation screams

heterogeneity. Thus, it is standardized tangible goods that

may be at a disadvantage, rather than services.

It is perhaps surprising that service scholars have not

been out-front with this perspective, because it was, after

all, service scholars who redefined the concept of quality

by shifting the quality standard from manufacturing speci-

fications to consumer specifications—that is, to service, or

perceived, quality. Rather than trying to make service

more goods-like through internal standardization, service

managers should capitalize on the flexibility of service

provision, and manufacturers should strive to make their

goods more service-like through the customized provi-

sion of output that meets the heterogeneous standards of

consumers. Forward-thinking “manufacturing” firms

like Dell are gaining competitive advantage by actively

adopting this perspective. Academics have embraced this

need for heterogeneity under the rubrics of mass custom-

ization (Pine 1993) and “customerization” (Wind and

Rangaswamy 2000) and have argued that from a market-

ing perspective, heterogeneous offerings are the norma-

tive goal regardless of whether the core offering is

relatively tangible or intangible.

Inseparability

The myth. The “inseparability” characteristic of ser-

vices represents a condensation of Lovelock’s (1991)

criteria of “people as part of the product” and “greater in-

volvement of customers.” It implies that with services, the

producer and consumer must interact simultaneously for

the service to be received, and therefore, unlike goods, ser-

vices cannot be produced away from and without the

“interruption” (Beaven and Scotti 1990, p. 10; see also

Zeithaml and Bitner 2003, p. 22) by the consumer of the

efficiency of the standardized manufacturing process.

Viewed only in terms of tangible production output,

few would argue with the idea that much of the process of

goods manufacturing typically takes place separate from

and without the involvement of the consumer. However,

there are many exceptions. Until the Industrial Revolution,

goods were routinely “manufactured” with the active in-

volvement of the consumer. Clothing was tailored, and

tools were customized. Many of these goods are still avail-

able in customized form and, more important, many more

goods manufacturers are involving the consumers in pro-

duction. Lovelock (2000) called inseparability “a danger-

ous oversimplification” and argued that many offerings

that are typically classified as services are partially, if not
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largely, “produced” separate from the consumer (p. 145).

Examples can be found in financial, entertainment, and

information services.

The perspective. Like the issue of standardization, the

characteristic of separability is primarily important only

from the manufacturer’s perspective. From a consumer

perspective, and thus what should be the marketing per-

spective, separability is not only undesirable; it is also im-

possible. Typically, tangible offerings cannot provide

service (desired benefits) unless the customer or potential

user interacts with the goods. That is, the benefits from

goods are obtained by use of these goods—goods are

merely the distribution vehicle or channel for service pro-

vision; they are appliances (Vargo and Lusch 2004). Often

they are the platform or hardware for consumption experi-

ences (Pine and Gilmore 1999; Prahalad and Ramaswamy

2004) as the buyer uses and consumes the product over

time. In addition, essentially all durable goods require

knowledge acquisition, proper utilization, inspection, and

some provision for maintenance by the consumer.

Gummesson (1993) discussed the consumer-producer in-

teraction for automobiles in terms of a “bath-tub curve.”

A series of obvious defects appear early and are
dealt with under the guarantee; then the frequency of
defects declines for a number of years until faults
resulting from wear and tear start to appear. It means
that the responsibility for completing production
and quality inspection of the automobile . . . re-
quire[s] consumer involvement.(p. 7)

Consumers are always involved to some degree in the

production of tangible goods by adapting them to their

own individual needs, within latitudes bounded only by

their own idiosyncratic behaviors, and often at great vari-

ance with the specifically intended purposes of the pro-

ducer. For example, witness how much purchasers of

automobiles or houses modify or customize these tangible

products after purchase. Furthermore, the very act of pur-

chasing (or not purchasing) provides feedback (although

often delayed), which involves the customer in the design

and delivery of all (successful) offerings. Although isola-

tion of the customer from production is perhaps more often

associated with the manufacturing of tangible goods than

for activities that are normally classified as services,

viewed from the perspective of the market, separability is

also a delineational illusion.

The inverted implications. The normative proclamation

implied by the characterization of services as inseparable

is that services are subject to interference (Beaven and

Scotti 1990) by the consumer, and therefore, service man-

agers should remove as much of the service provision from

the service encounter as possible and streamline it through

standardized processes in the “back office.” From an effi-

ciency standpoint, perhaps a tempered response to this

proclamation has merit. But from a marketing perspective,

it is probably more important for managers of both tangi-

ble and intangible offerings to strive to reduce separability.

In fact, Beaven and Scotti (1990) argued, “Much of what

makes a service special derives from the fact that it is a

lived-through event” (p. 10). Although, as discussed, we

disagree with the possible implication that all activities as-

sociated with services are inseparable, we agree with the

more general implication that offerings produced without

the relative involvement of the consumer are at a disadvan-

tage. From a consumer, and thus what should be a market-

ing, perspective, the consumer orientation, the current

movement toward mass customization (Pine 1993) and a

relational perspective, and the idea of perceived quality all

point toward maximizing offerer-consumer interaction,

rather than minimizing it. Wind and Rangaswamy (2000)

have called for a post-mass-customization revolution that

they refer to as “customerization.”

Customerization begins with customers and offers
them more control in the exchange process.
Customerization is driven by a firm’s desire to rede-
fine its relationship with customers. In some sense, a
firm becomes an agent of the customer—“renting”
out to customers pieces of its manufacturing, logis-
tics, and other resources, thus allowing them to find,
chose, design, and use what they want. (p. 3)

Dell and other forward-looking companies have gained

considerable competitive advantage by challenging the

conventional wisdom and moving toward a service-like

model of coproduction. Dell (1999) saw its “greatest com-

petitive strength” coming from “virtual integration,”

which they describe as “the use of direct connections, en-

hanced by technologies to bring customers virtually inside

[our] business so [we] can meet their needs faster and more

efficiently than anyone else” and argued that this partner-

ing with customers “enable us to be simultaneously more

cost-efficient and customer responsive.” Similar examples

of manufacturers trying to decrease the separation of pro-

ducer and consumer can be found in Levis’s individual-

ized design of denim jeans, Cannondale’s customized

bicycles, and Acumin’s individualized vitamin formula-

tion (Wind and Rangaswamy 2000). Yet others, recogniz-

ing that goods are essentially platforms for experiences

(Pine and Gilmore 1999; Prahalad and Ramaswamy

2004), have increased involvement with consumers to de-

velop those experiences. Examples can be found in Land

Rover and Harley Davidson in their provision of vehicle

care clinics and outings. Like the other service myths, the

implied dictum should be inverted. Goods manufacturers

should become more service-like, rather than service pro-
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viders adopting the limitations in consumer involvement

often found with goods provision.

Perishability

The myth. The characteristic of perishability is closely

linked to the characteristic of tangibility and is intended to

imply that because services are not tangible, unlike goods,

they can not be produced at one point in time, inventoried,

and then sold at a later time when demanded. But clearly,

tangible goods are perishable, some of them highly so.

Elements have half-lives, bananas rot, bread gets stale and

moldy, and automobiles rust and become inoperative.

Likewise, inventoriability is not exclusively limited to ma-

terial goods. As Gummesson (2000) noted, “The claim

that services can not be stored is nonsense. Services are

stored in systems, buildings, machines, knowledge, and

people. The ATM is a store of standardized cash withdraw-

als. The hotel is a store of rooms” (pp. 123-24). Airline and

theater seats are routinely inventoried for a period of time

prior to “production,” purchase, or consumption; they just

are not inventoried after production. Similarly, every time

a university hires a new professor, tapes a lecture, or as-

signs a classroom and instructor for a course in a future pe-

riod, it is, in effect, inventorying educational services. And

when students internalize the values of a university educa-

tion, they have inventoried the knowledge and skill base

for lifelong learning. In short, they have created human

capital that they can draw on for their benefit over many

years or decades. Similarly, physical fitness training, heart

bypass surgery, and other supposedly perishable services

can provide benefits over time.

The perspective. The dimension of perishability is a

temporal concept, requiring specification of an observer.

Perhaps none of the other prototypical services character-

istic so clearly changes depending on whose perspective is

driving the perception than does perishability. From the

producer’s perspective, the important measure of time is

the period between when an offering is produced and

when it can be sold to produce income. It is from this per-

spective that tangible goods appear to be imperishable, a

perception that is largely illusionary. From the consumer’s

perspective, and thus from a marketing perspective, the

important time is the period that the offer can deliver bene-

fits after acquisition, and from this perspective, the illusion

of imperishability of goods largely vanishes. That is, from

a demand perspective, all market offerings are subject to

perishability because styles, tastes, expectations, and con-

sumer needs are not static variables regardless of the ex-

istence of material content. Try selling last year’s

automobile model, the last generation computer chip, the

previous season’s suit of clothing, or yesterday’s fad. It

may be possible, but the perceived value, and thus the

price, will have perished considerably. It is only the mate-

rials that are relatively imperishable, not the benefits they

can provide and thus, as perceived by the market, not the

value.

In fact, we contend that it is this value that should be the

reference in the issue of perishability, rather than output

(i.e., production of a good). For example, it can been ar-

gued that the distinction between goods and at least some

services is that the latter are inventoriable postproduction,

whereas the former are inventorial preproduction and sim-

ilarly, that consumption can be categorized as either out-

put consumption in the case of goods or process

consumption in the case of services. Although we believe

that these distinctions may be useful for thinking about

when and how various kinds of activities take place, we

suggest that they may also be partially indicative of the in-

fluence of the manufacturing perspective, as the terms pro-

duction (Gronroos 2000b) and output reflect. The

implication is that value creation can occur in the factory.

We disagree.

As Gummesson (1998) has argued, “If the consumer is

the focal point of marketing, value creation is only possi-

ble when a good or service is consumed. An unsold good

has no value, and a service provider without customers

cannot produce anything” (p. 247). Likewise, discussing

value, Gronroos (2000b) has contended, “The focus is not

on products but on the customers’ value-creating pro-

cesses where value emerges for customers and is per-

ceived by them . . . the focus of marketing is value creation

rather than value distribution” (pp. 24-25; see also p. 48).

That is, value creation is a function of realizing (or at least

expecting to realize) benefit, not of manufacture. Manu-

facturing (production of tangible output), in those in-

stances when it is employed at all, is only one of the

activities involved in the value-creation process (Normann

and Rameriz 1993), a process that always involves the

consumer (see also Gronroos 2000a, 2000c). Thus, value

is always coproduced with the customer; the enterprise

can only make value propositions (Vargo and Lusch

2004). From this perspective, the distinction between

preproduction and postproduction and between inventori-

ability, in the sense that is usually intended, largely van-

ishes, regardless of the classification of the offering.

Conversely, once value has been created in concert with

the consumer, it may be relatively enduring, whether the

associated service is provided directly (e.g., education) or

through an appliance (i.e., a good).

The inverted implications. The underlying assumption

in noting that services are perishable is that compared to

goods, they put managers at a disadvantage because they

cannot be inventoried. As noted, only the production man-

ager is disadvantaged; marketing managers must always

assume perishability. Even financial managers have dis-
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covered the pitfalls of tangible inventory. As most firms

have learned, the storage of goods following their produc-

tion is not a goal; it is a reaction to the uncertainty and fluc-

tuation of demand, coupled with limitations in production

planning and execution.

Most firms, especially goods firms, are now seeing

even modestly large inventory levels as a sign of opera-

tional inefficiency and are actively pursuing a normative

goal of decreasing inventory, through “just-in-time” in-

ventory and other, similar programs. Those that are suc-

cessful are finding increased competitive advantage and

profits by reducing the risk and cost associated with

perishability in value potential. That is, goods manufactur-

ers are trying to become more service-like by creating

value in concert with demand. Perishability in value po-

tential is a characteristic of all market offerings rather

than a characteristic disadvantage of services, and

inventoriability (storage of output) is not (should not be) a

normative goal for what are traditionally categorized as

either goods or service firms. The normative goal should

be to find ways to maximize the service flows desired by

consumers while minimizing output inventory and its

limitations.

DISCUSSION AND DIRECTIONS

Services marketing has developed as a subdiscipline of

marketing because there was a market demand (Berry and

Parasuraman 1993) for the development of positive and

normative theory to address market offerings that did not

fit the traditional goods-based, manufacturing model. This

manufacturing model assumed a standardized (or at least

standardizable), tangible output, produced by adding

value through manufacturing, without interference from

the consumer, and inventoried until demanded and then

sold. It was a model first developed by classical and neo-

classical economists, and later adopted by marketers, at a

time when the apparent great advances in economic ex-

change were those related to the production and distribu-

tion of tangible goods.

For that period and for its purposes, the model served

well, and because the initial focus of marketing was the

distribution of these tangible goods, the model provided a

sufficient foundation for the development of marketing

theory. But the model, and the marketing theory built on it,

became inadequate as marketing extended its attention to-

ward the exchange of nonmanufactured market offerings.

Dixon (1990) argued that it is “the dissatisfaction with

marketing theory that led to the services marketing litera-

ture,” or more generally, the creation of services marketing

as a subdiscipline (p. 342).

Actually, the problems with the manufacturing, or

goods-based, model were being recognized prior to the in-

creased attention toward service per se. For example,

Levitt (1960) had coined the term marketing myopia to

describe the shortsightedness of marketers defining their

offerings in terms of what was produced in the factory.

Likewise, marketing in general had identified the produc-

tion and product orientations that are inherent in the

goods-based model and had begun embracing a consumer

orientation and marketing concept. These orientations had

the common characteristic of attempting to shift perspec-

tive to a consumer-centered market, rather than a factory

or product-centered market, with demand being heteroge-

neous rather than homogeneous. But the goods-centered,

manufacturing-based model of exchange had reached

paradigmatic, if not dogmatic, status, and adjustment by

orientation was perhaps insufficient to overcome the limi-

tations of the model (see Zuboff and Maxmin 2002).

Nowhere are both the limitations of the model and its

paradigmatic power more evident than in the delineation

of the four limiting, if not pejoratively described, charac-

teristics presumed to distinguish services from goods. As

we have discussed, these characteristics are only meaning-

ful from the limited perspective of the individual whose

role in exchange has been completed when a finished good

roles off of an assembly line. From a consumer and a mar-

keting perspective, these characteristics may not only fail

to differentiate services from goods but their delineation

may point marketers in a wrong normative direction. The

proper normative task may be to strive to make goods and

goods production more service-like rather than to make

service provision more goods-like.

Some could argue that our contentions are flawed be-

cause there is evidence to support the traditional goods-

services distinction. For example, Anderson, Fornell, and

Rust (1997) offered analytic and empirical evidence that

could be interpreted as contradictory to our position that

the conventional distinction between goods and services is

not useful. Specifically, our contention could be viewed as

inconsistent with their finding that “the association be-

tween changes in customer satisfaction and changes in

productivity (through standardization) is positive for

goods, but negative for services” (p. 129). However, not

only do we do not believe that their findings are contradic-

tory or inconsistent with our views; we think our argu-

ments may strengthen their analysis.

Anderson, Fornell, and Rust’s (1997) primary interest

was in the relationship between satisfaction, productivity,

and profitability. The goods versus services distinction

was employed as a surrogate for standardization and cus-

tomization quality, by invoking an assumption that stan-

dardization quality is more important in determining
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satisfaction with goods and customization quality is more

important in determining satisfaction with services.

Although we generally agree with the association, we

do not agree with the implied causal direction. First, con-

sistent with our thesis, rather than goods and services be-

ing viewed as binary subsets of “products,” we argue that

goods are appliances used in service provision, that is,

goods and service have a nested relationship. Further-

more, we argue that it is the amenability of the market (or

market segments) to the standardization of some aspects of

service delivery (usually as a trade-off with price) that

leads to the use of goods as delivery mechanisms (i.e., the

substitution of capital for labor) for service, and thus, the

classification of a goods industry rather than a service in-

dustry. It is not a characteristic of goods that makes stan-

dardization more important to satisfaction; it is the relative

willingness of the consumer to accept standardization that

allows firms to deliver services through goods and thus to

increase productivity and profits.

Customer-perceived quality is always the driving fac-

tor, and the willingness to accept a trade-off between stan-

dardization quality and customization quality, usually for

a commensurate trade-off in price is actually a form of

customization. That is, some consumers are willing (or

prefer) to engage in relatively high levels of coproduction

(self-service), and some are willing (prefer) to have offer-

ing firms provide services more directly. As consumers

make price trade-offs they are not necessarily making

value trade-offs. Goods are appliances, and the customer

must add mental and physical effort to cocreate value. This

effort is part of the total cost of ownership and use of an ap-

pliance. However, because the firm does not pay for the

consumer’s effort, it does not enter into the firm’s financial

statements and determination of profits and productivity.

Thus, customer satisfaction and productivity are en-

tirely compatible, as long as (a) there are markets that are

willing to trade price for some level of “standardized” ser-

vice provision delivered via appliances, with the consumer

providing some level of self-service, and (b) technology

exists to allow service provision within the acceptable (to

the market) levels of standardization, at a cost savings to

the enterprise.

This more market-based statement is not contingent on

the goods-service distinction. In fact, standardization is

possible through technologies that do not involve goods

production and may even eliminate the good (e.g., the

evolving CD/music industry). Therefore, arguably, the

statement is more generalizable and, in turn, allows nor-

mative statements of the relationship between customer

satisfaction and productivity and profitability, regard-

less of whether a good is involved in the service provision.

This market-based statement also appears to be consistent

with, and may actually strengthen, Anderson, Fornell, and

Rust’s (1997) findings and subsequent discussion (cf.

p. 141). Arguably, there are countless additional instances

when a service-dominant logic might add depth to work

originally grounded in a goods-based model.

The fact that marketing thought has continued to be tied

to a goods-based, manufacturing model of exchange, de-

veloped during a period of industrial expansion and ser-

vices thought of in terms of four characteristics that goods

do not possess, is not unusual. Often, when a new technol-

ogy or phenomenon emerges, there is no adequate label or

concept that is distinct from old technologies or phenom-

ena. When Marconi invented the radio in the late 19th

century, he could only refer to it as “wireless” (without

tangible wire), but the phenomenon that enabled radio was

the invisible and intangible electromagnetic spectrum. In

the 1960s when many industry analysts and economists

began focusing on aspects of exchange that did not fit pre-

vious industrial models, they could only refer to them as

postindustrial economy, tying the new phenomena to what

they had previously experienced, and only after several

decades of using the label did we realize that this new

economy was the information economy. Consequently, it

is not surprising that marketers, when they could no lon-

ger ignore the prevalence of service, referred to it in

terms of what it lacked compared to goods—that is, ser-

vices are goods-like, except that they are not tangible, not

separable, not permanent or able to be inventoried, and

not homogeneously produced or standardized.

Arguably, even the term services is grounded in a

goods-based model. It implies units of output, rather than

a process, as implied by the singular service. The term ser-

vice also points directly to the provision of benefit and

assistance and thus is more consistent with the consumer

orientation. In fact, it may obviate the need for delineating

the orientation, which, arguably, was necessitated by an

output-based model. Perhaps service provides a better

foundation for a normative perspective for all of market-

ing, including issues of social responsibility.

Ironically, even while professing to adhere to the proto-

typical service delineators, service scholars have been lay-

ing a foundation for a new and broader model of exchange,

one that is grounded in the reality of the heterogeneous na-

ture of both demand and supply, the reality, if not the

advantage of consumer involvement in production, the

constraints of tangibility, and the inflexibility and ineffi-

ciency of inventory. For instance, consider the impact of

the work of the pioneering service scholars on the re-

conceptualization of quality. In the goods-centered model,

the standard of quality was the manufacturing specifica-

tion. As redefined in the service literature, the standard for

quality is consumer defined, normally either in terms of
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expectations or what is desired. Similarly, these same ser-

vices pioneers have led the way in shifting the focus of ex-

change away from the discrete transaction and toward

relationship marketing, a term coined by these same

scholars.

Clearly, these reconceptualizations do not apply solely

to what have traditionally been classified as services; they

apply to marketing in general. These reconceptualizations

have been an important first step toward freeing marketing

from a manufacturing and goods-based model of

exchange and replacing it with a more general and

generalizable service-dominant model.

We advocate that the strategy of differentiating services

from goods should be abandoned and replaced with a strat-

egy of understanding how they are related. Service is the

common denominator in exchange, not some special form

of exchange (i.e., what goods are not); as a number of

scholars (e.g., Gummesson 1995; Kotler 1977) have

noted, both goods and services render service. Accord-

ingly, we have offered a definition of service—the applica-

tion of specialized competences (skills and knowledge),

through deeds, processes, and performances for the bene-

fit of another entity or the entity itself (self-service)—that

is intended to be inclusive (see Vargo and Lusch 2004). It

allows, if not implies, the corollary idea that service can be

provided directly or it can be provided indirectly, through

tangible goods. Manufacturing is a service, and its out-

put is part of the service-provision process. Goods there-

fore are best thought of as appliances, which derive their

value from their ability to provide service, including

the satisfaction of higher order needs. We agree with

Gronroos (2000b), who has argued,

The emerging principles of services marketing will
become the mainstream principles of marketing in
the future. . . . The physical goods become one ele-
ment among others in a total service offering. . . .
This means that physical goods marketing and ser-
vices marketing converge, but services-oriented
thinking will dominate. (pp. 87-88)

This perspective requires rethinking marketing, if not all

of economic science. It places service rather than goods at

the center of exchange. We believe that the combined

broadening of the definition of service and dispelling the

four services myths is a desirable and necessary additional

step in the direction of freeing marketing from a manu-

facturing model.

The next step is for service scholars to accelerate their

leadership in the advancement of marketing thought

through reformulation of its underlying concepts. Much

of the groundwork has been done. For example, similar

to service-oriented concepts such as relationship and

perceived quality becoming superordinated to their

manufacturing-dominated counterparts (transaction and

manufactured quality), Rust, Zeithaml, and Lemon (2000)

have offered customer equity as an inclusive alternative to

brand equity. Likewise, Lovelock’s (2001) examination of

the relationship between the nature of service acts and

types of service processes (people processing, possession

processing, mental processing, and information process-

ing) has implications for all marketing offerings. Addi-

tional work needs to be done in rethinking the concept of

value creation and distribution from a service perspective.

We believe that the resulting service-dominant logic of ex-

change (Vargo and Lusch 2004) has the potential to finally

break all of marketing free from manufacturing.
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