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ABSTRACT 

 

Services now represent the major portion of the economies in industrialized countries, suggesting 

that services can no longer be viewed as a single homogeneous industry or group, but rather need 

to be segmented to provide service managers with more practical insights for improving their 

respective organizations. We propose here a framework for segmenting services along the 

following two dimensions: (a) how value is added (transformation or transportation) and (b) the 

recipient of that value (people, things, and data). 

 

INTRODUCTION 

 

Value creation provided by a service delivery process can be divided into two broad categories: 

(a) the transformation of operand resources and (b) the transportation of operand resources. In 

addition, it appears that the operand resources can be divided into three major categories: (a) 

people, (b) things, and (c) data. We therefore propose a service process framework that focuses 

on these two dimensions. 

 

Previous Service Process Frameworks 

 

Previous service process frameworks (e.g. Fitzsimmons and Fitzsimmons 2008, Kellogg and Nie 

1995, Lovelock 1985, Schmenner 1986) identified common characteristics and managerial 

challenges for different categories of service processes. These frameworks tended to focus on 

those processes that interact directly with customers (although Lovelock’s framework did 

include some discussion of processes that interacted with customer’s possessions). 

  

SERVICE SEGMENTATION FRAMEWORK 

 

The proposed segmentation framework with representative examples in each category is 

presented in Table 1. Each of the cells within this framework is discussed below in more detail. 

 

Transformation of People 

 

These services, by definition, must interact directly with their customers during the 

transformation process. With the customer interacting directly with the process, a major focus for 

many of these services is the creating the proper customer experience in order to gain a 

competitive advantage.   
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Transportation of People  

 

These services are characterized by large fixed costs that are associated with the mode of 

transportation. Whether it is airplanes, trains, boats, busses or automobiles, these services face 

the challenge of matching fixed capacity with customer demand.   

 

Table 1:  Proposed Service Segmentation 

 

     Transform  Transport  

 

  People:  Restaurant,  Airplane, 

     Hospital   Taxi  

 

  Things:  Car Wash,  Freight Truck, 

     Dry Cleaning  Cargo Ship 

 

  Data:   Payroll Checks, Traditional Mail, 

     Tax Returns  Email 

 

Transforming Things 

 

Here “things” refer to the possessions of the customer. This category can be further subdivided 

into two subcategories: (a) on-sight or field services that require the service provider to go to the 

customer and (b) possessions that can be brought to the service provider.   

 

Transporting Things 

 

This category focuses on the downstream elements of the supply chain, including the distribution 

and sales of products to intermediaries (i.e., retailers) and end customers. From a distribution 

perspective, the focus is on cost minimization; from a retail perspective, the focus is on both cost 

and creating a positive customer experience.   

 

Transforming Data 

 

New software programs are being continually introduced to transform data to better meet the 

needs of customers. The best example of these is the continuous stream of new applications that 

are being introduced for cell phones and PDAs.  

 

Transporting Data 

 

Transporting data can be divided into two subcategories: (a) electronic data and (b) physical 

data. Examples of the former include email and EDI; examples of the latter include the 

traditional postal service delivering letters and bank statements and express delivery services like 

FedEx that deliver documents.  
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