
Chapter 14 – Delivering Service Through Intermediaries and Electronic Channels 
 
Two distinct services are involved in delivering service through intermediaries: 

 Service principal – Originator 
 Service deliverer - Intermediary 

 
Service Distribution 
 
 Direct Delivery of Service 
 

Services are intangible and experiential in nature. Thus, service distribution doesn’t involve 
moving items through a chain of firms, from manufacturer to consumer, as in goods distribution. In 
contrast to channels for goods, service channels are often direct.  

 
 Delivery of Service Through Intermediaries 
 

Although the functions provided by intermediaries for goods manufacturers are irrelevant for 
service firms, intermediaries often deliver services and perform very important functions for service 
principals. They may coproduce services, fulfilling promises to customers. Services such as haircutting are 
provided by the intermediary, using a process developed by the Service principal. Intermediaries also 
make services locally available, providing convenience for the customer.  

 
Primary types of intermediaries include: 

 Franchisees – Service outlets licensed by a principal to deliver unique service concept it 
has created or popularized. (Fast food, hotels, etc) 

 Agents & brokers – Representatives who distribute and sell the services of one or more 
service suppliers. (Insurance, Financial, Travel, etc) 

 Electronic channels – All forms of service provision through television, telephone, 
interactive media, and computers. (Banking, bill paying, education) 

 
Goods retailers are also service organizations. They are an intermediary for good and possibly services. 
Manufacturing companies need retailers to provide presale services (Represent, explain, promote, and 
ensure products) and post-sale services (return, exchange, support and service). These roles become 
increasingly critical as products become more complex.  

 
Direct or Company-Owned Channels 
 
Many services are distributed directly from the provider to the customer. Examples are that of hairstylists (local) to 
Starbucks (National Chains, non-franchised). Major benefit of distributing through company owned channels is that 
the company has complete control. The owner can maintain consistency throughout the company. Several 
disadvantages exist with company-owned channels. The company must bear all financial risk, as large companies 
aren’t experts in local markets. When two or more service companies want to offer a service and neither have the 
full financial capability or expertise, they can undertake service partnerships, in which risk, effort, control and 
returns are shared. 
 
Franchising 
 
The most common type of distribution in services, franchisers licensing their brand names, processes/formats, 
unique products, services, or reputations for fees and royalties. Franchising works well with services that can be 
standardized and duplicated through the delivery process, policies, warranties, guarantees, promotions and 
branding.  
 

 



Agents and Brokers 
 
An agent is an intermediary acting on behalf of a service principal or a customer, and is authorized to make 
agreements between principal and the customer. Agents have the ability to make purchase on behalf of the 
customer, or sell on behalf on the principal.  
 

 
 
Electronic Channels 

 
Only service distributors that don’t require direct human interaction, but instead a predesigned service and an 
electronic vehicle to deliver. (Movies on Demand, Skype, etc) 
 

 
 
Common Issues Involving Intermediaries 
 
 Channel Conflict over Objectives and Performance 

 Parties involved in delivering services do not always agree about how channels should operate. 
Conflict can happen between provider and intermediary, among intermediaries, and between different 
channels. Conflict centers around parties having different goals.  

 
 Difficulty Controlling Quality and Consistency Across Outlets 

 One of the biggest difficulties for principals and their intermediaries involve inconsistency, and 
lack of consistent quality when multiple outlets deliver services.  

 
Tension Between Empowerment and Control 

 
 


