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Figure 9.3 includes examples of service processes 
that fall into each quadrant. The lower left quadrant, 
labeled service factories, contains service processes 
that have a low degree of labor intensity, customer 
interaction, and customization. This quadrant is 
similar to the repetitive assembly and continuous 
flow processes of goods-producing firms shown in 
Figure 9.1. Service firms in this quadrant operate like 
factory assembly lines, employing cheaper, unskilled 
labor and taking advantage of economies of scale. 
Service processes that have a low degree of labor 
intensity but a high degree of customer interaction 
and customization are shown in the lower right quad-
rant, labeled service shops. Livery cabs, hospitals, 
auto repair shops, and high-end restaurants fall into 
this quadrant. The upper left quadrant, labeled mass 
services, contains service processes that have little 
variety but high volumes. Not only is customization
of the service to meet the individual needs of custom-
ers negligible, but also there is often limited contact
between the customer and the service provider. Yet,
the high volume of service requires high labor inten-
sity. Examples of these processes include rail services, 
the services offered by retailers and wholesalers, and 
online schools. Finally, those service processes that have a high degree of labor intensity and a high 
degree of customer interaction and customization fall in the upper-right quadrant labeled professional 
services. This quadrant is similar to the specialized job-shop and batch processes in the goods-produc-
ing industries shown in Figure 9.1. Doctors’ offices, law and accounting firms, graphic designers, and 
tutors are examples of professional services.

We can use Figure 9.3 to determine how an organization can best design its service operations by 
finding the best combination of labor intensity (customer interaction) and customization for its needs. 
By drawing a diagonal arrow from the upper-right corner to the lower-left corner as Figure 9.3 shows, 
we can infer that processes that require high levels of customer interaction and customization, such 
as professional services, or processes that involve a high degree of labor intensity experience high 
variability and, therefore, are less productive than standardized operations.

Positioning and Repositioning Processes 
Within the Service Process Design Matrix
Organizations can use the service process matrix to position their services relative to their competitors. 
Consider Nordstrom. Even though Nordstrom’s service process falls into the mass services category, 
the company has made a conscious effort to position itself more toward the right of that cell (toward 
the professional services cell) by having highly trained Nordstrom employees personally interact with 
each customer to meet his or her unique needs and expectations.

Similarly, most hotels belong in the service shop category. Nevertheless, because the labor inten-
sity and customer interaction is very high at luxury hotels such as the Red Carnation Hotels UK Ltd. 
(London, U.K.), its service process lies on the border between the service shop and professional ser-
vices categories. The process was not created by accident. The values of Red Carnation include giving 
“personalized, warm and consistently exceptional service” and creating “positive, memorable experi-
ences for every guest.” If guests have a problem or need something special, the hotel’s highly trained 
employees are empowered to do whatever it takes to resolve the situation immediately, even if they 
have to break away from their regular duties. Clearly, given its mission and value set, Red Carnation 
did not want to belong to the service factory category and made a strategic decision to position itself 
toward the service shop and professional services category.11

Managers can also use the service process matrix to understand the effect of a strategic change 
intended to reposition the firm’s operations. For example, assume that for competitive reasons a firm in 
the service factory category wants to move into the service shop category. To implement this strategic 
change, the firm will need to provide a higher degree of customer interaction and customization as well 
as manage higher costs that arise from the loss of economies of scale, which was an advantage that the 
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FIGURE 9.3: Service Process Design Matrix

SOURCE: Schmenner, R. W. (1986, Spring). How can service businesses survive and prosper? Sloan 
Management Review, 212.
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