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Chapter 4- Business Services 

Service:  

A service refers to an intangible offering provided by a person or an organization to satisfy the needs 

and wants of customers. Unlike tangible products, services are intangible in nature and are 

consumed or experienced at the time of their delivery. 

Nature of Service:  

The nature of services is characterized by the following features: 

a. Intangibility: Services are intangible, meaning they cannot be seen, touched, or felt before they are 

experienced. They lack physical form, making it challenging for customers to evaluate their quality or 

value. Service providers often use tangible cues (e.g., uniforms, equipment, facilities) to make the 

service experience more tangible and enhance customer perceptions. 

b. Inconsistency: Services are highly variable and subject to inconsistencies due to their reliance on 

human involvement and interaction. Factors like individual performance, customer behavior, and 

situational influences can result in service quality fluctuations. Maintaining consistency in service 

delivery is a challenge for service providers. 

c. Inseparability: Services are often produced and consumed simultaneously, which means that the 

service provider and the customer are present during the delivery process. This characteristic creates 

a close interaction between the customer and the service provider, and the quality of the service can 

be influenced by this interaction. 

d. Inventory (Less): Unlike tangible goods that can be stored as inventory, services are perishable and 

cannot be stocked or stored for future use. Service providers need to carefully manage capacity and 

demand to ensure optimal utilization of resources. Empty seats on a flight or an unused appointment 

slot cannot be recovered once the time has passed. 

e. Involvement: Services often require a high level of customer involvement and participation in the 

service delivery process. Customers may need to actively engage with the service provider, provide 

information, or collaborate to co-create the service experience. The degree of customer involvement 

can vary depending on the type of service. 

Difference between Services and Goods 

Characteristics Services Goods 

Nature Intangible Tangible 

Type Activities, performances, or efforts Physical objects or products 

Intangibility Cannot be touched or felt Can be touched or felt 

Inconsistency Vary in quality depending on provider Generally consistent in quality 
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Inseparability Produced and consumed simultaneously Produced first, then consumed 

Inventory No inventory Inventory can be stored 

Involvement High involvement of customers Less involvement of customers 

 

 

Types of services 

1. Business Services: 

These are services provided by specialized business organizations to support other businesses in 

managing their operations effectively. Business services include banking, insurance, transportation, 

warehousing, communication, advertising, and consultancy. 

a. Banking: Services provided by banks, such as accepting deposits, providing loans, facilitating fund 

transfers, etc. 

b. Insurance: Services provided by insurance companies to protect against various risks and 

uncertainties. 

c. Transportation: Services related to the movement of goods and people from one place to another, 

including railways, airlines, road transport, etc. 

d. Warehousing: Services related to the storage and management of goods before they are sold or 

distributed. 

e. Communication: Services related to the transmission and exchange of information through various 

means, including postal services, telecommunication, internet services, etc. 

2. Social Services: 

Social Services: These services are provided by the government or non-profit organizations to fulfill 

the basic needs of society. Social services include healthcare, education, sanitation, housing, welfare 

programs, and environmental protection. 

a. Healthcare: Services related to medical care, including hospitals, clinics, nursing homes, diagnostic 

centers, etc. 

b. Education: Services provided by educational institutions, including schools, colleges, universities, 

coaching centers, etc. 

c. Hospitality: Services provided by hotels, restaurants, resorts, and other establishments in the 

tourism and hospitality industry. 

d. Entertainment: Services related to recreational activities, such as cinema, amusement parks, 

sports facilities, etc. 

e. Social welfare: Services provided by non-profit organizations and government agencies for the 

betterment of society, such as NGOs, charitable institutions, welfare programs, etc. 

3. Personal Services: 



 

Personal Services: Personal services are services provided to individuals to fulfill their personal needs 

and enhance their lifestyle. Examples of personal services include beauty salons, spas, fitness 

centers, personal training, grooming services, and event planning. 

a. Beauty and Wellness: Services related to personal grooming, beauty treatments, spas, fitness 

centers, etc. 

b. Legal Services: Services provided by lawyers, advocates, and legal professionals for legal advice, 

representation, etc. 

c. Consultancy: Services provided by experts and professionals in various fields, including 

management consultancy, financial consultancy, IT consultancy, etc. 

d. Repair and Maintenance: Services related to the repair and maintenance of various goods and 

equipment, including automobiles, appliances, electronics, etc. 

e. Household Services: Services related to domestic chores, such as housekeeping, cooking, 

gardening, babysitting, etc. 

4. Financial Services: Financial services encompass a range of services related to money management 

and financial transactions. This includes banking services, investment services, insurance services, 

stockbroking, credit rating, and financial advisory services. 

5. Transportation Services: These services involve the movement of goods or people from one place 

to another. Transportation services include air transportation, rail transportation, road 

transportation, water transportation, courier services, and logistics services. 

6. Communication Services: Communication services involve the transmission of information, 

messages, or signals from one place to another. This includes postal services, telecommunication 

services, internet services, broadcasting, and media services. 

7. Healthcare Services: Healthcare services encompass a wide range of medical services provided to 

individuals for diagnosis, treatment, and prevention of illnesses. This includes hospitals, clinics, 

nursing homes, diagnostic centers, pharmaceutical services, and medical insurance. 

8. Tourism and Hospitality Services: These services cater to the needs of tourists and travelers. It 

includes accommodation services (hotels, resorts, and guest houses), food and beverage services 

(restaurants, cafes, and catering), transportation services (tour operators, travel agencies), and 

entertainment services (amusement parks, museums, and guided tours). 

9. Entertainment and Recreation Services: These services focus on providing leisure, entertainment, 

and recreational activities. This includes movie theaters, sports clubs, fitness centers, gaming 

arcades, amusement parks, event management services, and performing arts. 

10. Legal Services: Legal services involve the provision of legal advice, consultation, representation, 

and documentation. This includes law firms, lawyers, solicitors, legal advisors, notaries, and 

alternative dispute resolution services. 

 

1. Banking: Banking refers to the process of accepting deposits from the public, granting loans 

and advances, and offering various other financial services to individuals, businesses, and the 

government. Banks play a crucial role in the economy by facilitating financial transactions, 

mobilizing savings, and providing credit to promote economic growth. 



 

Banks provide services such as current and savings account facilities, loans, credit cards, investment 

options, foreign exchange services, and other financial products. They act as intermediaries between 

those who have excess funds (depositors) and those who need funds (borrowers). Banks earn profits 

through interest charges on loans, fees for services, and investments in various financial instruments. 

2. Banking and Social Objectives: Banks are not just profit-oriented institutions; they also have 

social objectives that they need to fulfill. The social objectives of banking include: 

a. Financial Inclusion: One of the key social objectives of banking is to promote financial inclusion by 

ensuring that banking services are accessible to all sections of society, especially the unbanked and 

underprivileged. This includes providing basic banking services to rural areas, low-income groups, 

and marginalized communities. 

b. Economic Development: Banks play a vital role in promoting economic development by providing 

funds for investment in various sectors. They extend credit facilities to businesses, entrepreneurs, 

and individuals, thereby stimulating economic activities and contributing to the overall growth of the 

economy. 

c. Priority Sector Lending: Banks are required to allocate a certain percentage of their lending to 

priority sectors such as agriculture, small-scale industries, and other sectors that are critical for 

inclusive growth. This ensures that credit reaches sectors that may have limited access to financial 

resources. 

d. Employment Generation: Banks contribute to employment generation by providing financial 

support to businesses and industries. By financing new ventures and expansions, banks play a role in 

creating job opportunities and reducing unemployment. 

e. Social Welfare: Banks also support social welfare initiatives through various means. They facilitate 

government schemes like pension payments, subsidies, and direct benefit transfers, ensuring timely 

and efficient disbursement of funds to beneficiaries. 

f. Customer Protection: Banks have a responsibility to protect the interests of their customers and 

provide fair and transparent services. They must adhere to regulations and guidelines to ensure 

customer privacy, data security, and grievance redressal. 

Banking 

Banking refers to the process of accepting deposits from the public, granting loans and advances, and 

offering various other financial services to individuals, businesses, and the government. Banks play a 

crucial role in the economy by facilitating financial transactions, mobilizing savings, and providing 

credit to promote economic growth. 

Banks provide services such as current and savings account facilities, loans, credit cards, investment 

options, foreign exchange services, and other financial products. They act as intermediaries between 

those who have excess funds (depositors) and those who need funds (borrowers). Banks earn profits 

through interest charges on loans, fees for services, and investments in various financial instruments. 

Banking and Social Objectives 

Banks are not just profit-oriented institutions; they also have social objectives that they need to 

fulfill. The social objectives of banking include: 

a. Financial Inclusion: One of the key social objectives of banking is to promote financial inclusion by 

ensuring that banking services are accessible to all sections of society, especially the unbanked and 



 

underprivileged. This includes providing basic banking services to rural areas, low-income groups, 

and marginalized communities. 

b. Economic Development: Banks play a vital role in promoting economic development by providing 

funds for investment in various sectors. They extend credit facilities to businesses, entrepreneurs, 

and individuals, thereby stimulating economic activities and contributing to the overall growth of the 

economy. 

c. Priority Sector Lending: Banks are required to allocate a certain percentage of their lending to 

priority sectors such as agriculture, small-scale industries, and other sectors that are critical for 

inclusive growth. This ensures that credit reaches sectors that may have limited access to financial 

resources. 

d. Employment Generation: Banks contribute to employment generation by providing financial 

support to businesses and industries. By financing new ventures and expansions, banks play a role in 

creating job opportunities and reducing unemployment. 

e. Social Welfare: Banks also support social welfare initiatives through various means. They facilitate 

government schemes like pension payments, subsidies, and direct benefit transfers, ensuring timely 

and efficient disbursement of funds to beneficiaries. 

f. Customer Protection: Banks have a responsibility to protect the interests of their customers and 

provide fair and transparent services. They must adhere to regulations and guidelines to ensure 

customer privacy, data security, and grievance redressal. 

Types of Banks 

1. Commercial Banks: These are the most common types of banks that operate for profit. They 

provide various financial services to individuals, businesses, and government entities. 

Commercial banks accept deposits, offer loans, issue credit cards, facilitate international 

trade, and provide other banking services such as wealth management, foreign exchange, 

and investment advisory. 

2. Cooperative Banks: Cooperative banks are financial institutions that are owned and operated 

by their members. They are formed by individuals or small-scale businesses with a common 

interest, such as agriculture, small-scale industries, or local community development. 

Cooperative banks function on the principle of cooperation and provide banking services to 

their members at reasonable rates. They accept deposits and provide loans to their 

members. 

3. Specialized Banks: Specialized banks are banks that cater to specific sectors or specialized 

functions. These banks focus on particular areas such as industrial finance, export-import 

finance, agricultural finance, housing finance, or development finance. Examples of 

specialized banks include Industrial Development Bank of India (IDBI), Export-Import Bank of 

India (EXIM Bank), National Bank for Agriculture and Rural Development (NABARD), and 

Small Industries Development Bank of India (SIDBI). 

4. Central Bank: The central bank is the apex institution in the banking and financial system of a 

country. It is responsible for formulating and implementing monetary policy, regulating and 

supervising commercial banks, managing the country's foreign exchange reserves, and 

maintaining price stability and financial stability. In India, the central bank is the Reserve 

Bank of India (RBI). 



 

 

Functions of Commercial Banks 

1. Acceptance of Deposits: Commercial banks accept various types of deposits from individuals, 

businesses, and other entities. These deposits include savings accounts, current accounts, 

fixed deposits, recurring deposits, and term deposits. Deposits provide a stable source of 

funds for banks and serve as a basis for lending activities. 

2. Lending of Funds: One of the primary functions of commercial banks is to provide loans and 

credit to individuals and businesses. Banks lend funds for various purposes such as personal 

loans, home loans, business loans, working capital loans, and project financing. By lending 

money, banks support economic activities and facilitate investment and consumption. 

3. Cheque Facility: Commercial banks offer cheque facility to their customers, enabling them to 

make payments and transfers conveniently. Customers can issue cheques against their 

accounts to make payments to suppliers, creditors, or individuals. Cheques provide a safe 

and widely accepted method of payment. 

4. Remittance of Funds: Banks facilitate the transfer of funds from one place to another 

through various channels. They offer services such as demand drafts, telegraphic transfers, 

electronic fund transfers (EFT), and online banking. These services enable individuals and 

businesses to transfer money quickly and securely across locations. 

5. Allied Services: Commercial banks provide a range of allied services to meet the financial 

needs of their customers. These services include foreign exchange transactions, safe deposit 

lockers, investment advisory services, wealth management, insurance products, and credit 

cards. Banks diversify their offerings to cater to different financial requirements. 

6. Electronic Banking: With the advancement of technology, commercial banks have embraced 

electronic banking services. They offer services such as internet banking, mobile banking, 

and ATM facilities, allowing customers to access and manage their accounts conveniently. 

Electronic banking enhances accessibility, convenience, and efficiency in banking operations. 

7. Credit Creation: Commercial banks play a crucial role in creating credit in the economy. 

Through the fractional reserve banking system, banks can lend out a significant portion of 

the deposits they receive while maintaining a reserve requirement set by the central bank. 

This credit creation process supports economic growth and expansion. 

8. Clearinghouse Functions: Commercial banks participate in the clearing and settlement of 

financial transactions. They act as intermediaries in the clearinghouse system, facilitating the 

smooth transfer of funds between banks and ensuring the proper settlement of cheques, 

drafts, and other payment instruments. 

9. Financial Intermediation: Commercial banks act as intermediaries between savers and 

borrowers. They collect funds from surplus units (depositors) and channel them to deficit 

units (borrowers) who need funds for various purposes. Banks play a crucial role in 

mobilizing savings and allocating credit efficiently in the economy. 

 


