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3. You may be aware that NIIT decided to go for an extensive franchise
network. Discuss how franchise operations are beneficial to a service
organization, rather than theirs own outlets?

4. What is the concept of Quas Retailing? Identify at least thee organizations
where Quas retailing is a mugt, Also enumerate the advantages of Quasi
Retailing for these organizations.

5. Differentiate between agents and brokers. Suggest marketing situations
where such members of intermediaries are important.

6. What guidelinesyou would follow for developing an advertising campaign
for a service organization? Discuss by taking the example of a commercia
bank or an insurance company.

7. It is been sad that PR Tools are more relevant in service organizations.
Discuss.
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'UNIT 7 EXTENDED MARKETING MIX
FOR SERVICES

Objectives

The objectives of this unit are:
@ To introduce the extended marketing mix for services

r To describe the fifth ‘P’ of the marketing mix called 'Peopl€e’ and
emphasize on the need for internal marketing in a service organization

® To discuss the relevance and roles of 'Physical Evidence' in service
marketing

® To explain the meaning and significance of 'Process Management' in
marketing of services and the issues involved therein.

Sructure

7.1 Introduction

7.2 People

7.3 Internal Marketing

7.4 Physical Evidence

7.5 Process

7.6 Summary

7.7 Self Assessment-Questions

7.8 References and Further Readings

/1 INTRODUCTION

For service industries, it was observed that the traditional marketing mix was
inadequate because of three main reasons. The first reason was that the
original marketing mix was developed for manufacturingindustries, which
implies that the services offered by service companies ought to be changed in a
more product like manner so that the existing marketing tools can be applied.
Thiswas practically difficult.

The second reason was that the marketing practitioners in the service sector
found that the marketing mix does not address to their needs. They observed
that the services have certain basic characteristics, which in turn have
marketing implications(as discussed in Unit 1). For example thereis a
problem as regard to maintaining the quality due to lack of standardization or
services can't be inventoried, patented or transferred.

The third reason was that since services are basicaly different in comparison
to physical products the marketing models and concepts have, therefore, to be
developed in direction of the service sector.

The above three criticisms suggest that a revised framework for service
marketing mix is required and dimension of each of the mx elements should be
redefined. The marketing mix has extended beyond 4Ps for marketing of
services. These additional Ps are added to meet the marketing challenges posed
by the characteristics of services.

Boons and Bitner though without any empirical work suggested a'7 P
marketing mix model arising out of the above three observations. M¢Grath and
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others endorsed such an approach, and a number of marketing research studies
supplement the relevance of each of the ‘7 Ps’. A detailed account of each of
the additiona ‘P’ of the services marketing mix is as follows:

7.2 PEOPLE

People constitute an important dimension in the management of servicesin their
role both as perfonners of services and as customers. People as performers of
services are important because, " A customer sees a company through its
employees. The employees represent the first line of contact with the customer.
They mug, therefore, be well informed and provide the kind of service that
wins customer approval. The firm must recognise that each employeeis a
sdlesman for the company's service”. The importance of customers in services
stems from the fact that most services imply active and involved customer-
organisationinterface.

a) Service Personnel: Service personnel are important in al organisations but
more S0 in an organisation involved in providing services. The behaviour and
attitude of the personnel providing the service is an important influence on the
customer's overd| perception of the service and he can rarely distinguish
between the actua service rendered and the human element involved in it.
How often have you had the experience of holding onto a telephone receiver
after dialing for Assistance or Trunk Booking and receiving no response? What
do you think has been the role/contribution of the telephone operators towards
giving our telephone system the image which it has today?

The case of telephone operatorsis still controllable because the telephone
system presents a low contact organisation. High or low contact is defined on
the basis of percentage of total time the customer has to spend in the system
compared with therelative timeit takes to service him. By this definition,
restaurants, hospitals, schools represent a high contact organisation. The other
important distinction of service personnd is between those that are visible to
the customer and those that are not. In a restaurant, the waiters are visible
while the cook in the kitchen i{s not. As a marketing manager you have to
devote more time training the visible personnel, since they have greater
responsibility in maintainingrelations with the customer. The rice dish which is
not cooked properly is the cook'’s fault but it is the waiter who will have to
bear the brunt of the customers anger. The manner in which the waiter
behaves with the customer will be an important determinant in the restaurant
losing that customer forever or retaining him as a regular client.

B

As a marketing manager your primary concern is the visible service personne
and especialy 0 if yours is a high contact organisation. You have to be
concerned with ways in which you can improve the quality and performance of
your service personnel. This can be done through:

a) careful selection and training of personnel;
b) laying down norms, rules and procedures to ensure consistent behaviour;
C) ensuring consistent appearance; and

d) reducing the importance of persona contact by introducing automation and
computerisation wherever possible.

We will discuss these aspects in the next section on Internal Marketing
(Section 7.3) —1




b) Customers: Customers are important because they are a source of
influencing other customers. In the case of doctors, lawyers, consultants one
satisfied customer will lead to a chain reaction, bringing in his wake a number
of other customers. Thus as a marketing manager, your first task should be to
ensure complete satisfaction of the existing customers. The kind of customers
that you attract exerts an important influence on prospective customers. The
prospective customer may feel attracted towards the organisation (it may be a
restaurant, club, school, college) because it has his 'type' of customer or the
customer may turn away if he perceives the existing customers to be of a kind
with whom he would not like to associate. You have to decide about the class
of customersyou would like to have and work towards providing your service
organisation an image which will fetch you your future customers.

/.3 INTERNAL MARKETING

Although the discussion on significance of employees in the business activity
started in mid-seventies the concept of internal marketing was introduced only
afterwards. One school of advocates of this concept initially suggested that the
employer should apply market research, market segmentation and traditional
marketing activities like advertising in order to attract employees and make
them perform in the desired way. Such traditional marketing efforts should be
used internaly.

It was Gronross who suggested that internal marketing should be broader than
the traditional marketing. He suggested that internal marketing should be
viewed as a manageria philosophy. According to him, "The internal marketing
concept states that the internal market of employees is best motivated for
service-mindedness and customer-oriented performance by an active marketing
like approach, where a variety of activities are used internally in an active,
marketing like and coordinated way." The starting point in internal marketing is
that the employees are the first interna market for the organization.

a) Strategic and Tactical Objectives of Internal Marketing

Gronrooss clarified that the basic objective of interna’ marketing is to develop
motivated and customer conscious employees. If this is the case, then it has
strategic as well'tactical implications. His point of view has been summarized
in Table 7.1.

Table7:1: Strategic and Tactical Objectivesof Internal Marketing

Overdl Objective To devdlop moativated and cusomer-conscious personnel.

Strategic Levd Objective | To cregte an internal environment that supports customer-
consciousness and sdlesmindedness among the personnd
through supportive:

0 Managemant methods;-

0 Personnd policy;

o Haming ad control procedures

Tecticd Levd Objective | To sell services, supporting services (used as means of
competition), campaigns and marketing efforts to the
employees based on thexe principles:
® the personnel ae the first marke of the service
company,
® the employess mugt undersand why they are
expected to parform in a certain manner, or in a

certain gtuation, activey support a given
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Service or supporting service;”

® the employees mugt accept the services and
other activities of the company in order to
support the service in their contact with the !
consumers,

® asavicemud be fully developed and interndly
accepted before it is launched; and

© the intemal information channdls mus work;
personnd sdlling is needed interndly, too.

Source: Chridian Gronross, " Internal Marketing: An Integrd Pat of Marketing Theary.”  In
LH. Donnelly and W.R. Gaorgg Eds, Marketing of Savices, (Chicego: Ameican
Marketing Assodaion), 1981.

Parsuraman and Berry suggested that a service company can only be as good
as its people. A service isa performance, and it is usually difficult to separate
the performance from the people. If the people don't meet customers
expectations, then neither does the service. Investing in people quality in a
service business means investing in product quality.

b) Elements of Internal Marketing

To realize its potential in services marketing, afirm must: realise its potential in
intemal marketing-the attraction, development, motivation, and retention of

qualified employees. Internal marketing paves the way for external marketing
of services. The companies that practice internal marketing most effectively will:

1. Compete aggressively for talent market share; Y
2. offer a vision that brings purpose and meaning to the workplace;

3. equip people with the skills and knowledge to perform their service roles
excellently;

bring people together to benefit from the fruits of team play;

leverage the freedom factor;

nurture achievement through measurement and rewards; and

base job-product design decisions on research.

N o » o

The seven components of internal marketing practice, as indicated above:-lend
us to an action checklist, which isgiven in Table 7.2.

Table7.2: Action checklist on Internal Marketing

L Do we compde as hard for employess as wWe do for end-cusomers? Are we
imegindive in how we compde for tdent? Are we bold? Do we experiment
and try rav drategies? Do we W a vaiely o media? Do We use the right
people to recruit ad intarvien- people who will meke a Srong m‘pr-on
people Who can HI?

2. Does our compay dand far something worthwhile? Do we offer aur
employess vison that they can greb hdld of and bdieve in? Do we have a
resson for bang thet mekes aur company as goedid place to wark? Do we
communicate our vison well? Do we weare it into our compary culture at
evay opportunity?

3. Do we prepere our people to perform excdlently7 Do we view ill ad
knowledge developmernt as an invesment rather than an expense? Do we view
it asmgép process rather then an evart? Do We View it as a confidence
builder mativator? Do we teech our people "why" and nat just "how?"
Do we @0 beyond training and educate as wdl?

4. Do we stress teem play? DD our Organizationdl sructure, physicd wak
evironman, training and educationd efforts foder teamwork? Do our
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employees understand where they fit in the company team? Do they X e,:;")f for ‘S;r:icgg

understand the big picture?

5. Do we allow our employees the freedom to come through for their customers?
Do we make rules that fit the aspirations of our best employees rather than
protect us from our worst employees? Do we work & keeping our policy and
procedure manuals thin? Do we work a building empowerment into our
culture?

6. Do we measure and reward that which is important? Do we measure and

~ reward employee performance that contributes most to our vision? Do we use

} . multiple methods to measure and to reward? Do we emphasize fairness in the
a methods we use? Do we give al employees the opportunity to be recognized

for their excellence?

7. Do we listen to our employees? Do we use formal and informal research
techniques to investigate their attitudes, concerns, and needs? Do we
proactively solicit their input? Do we act on what we learn? Do we use the
data to improve the job-product?

Source: Adapted from Leonard L. Berry and A. Parsuraman, Marketing Services: Competing
Through Quality, Free Press, 1991, pp. 171-172,

Activity 1

Frorh the table 7 .2, identify those activities which are important in a commercial

bank; where you operate your Sayings Account.

...........................................................................................................................

c) Importance of Internal Marketing in Organizational Success or Failure

A successful service firmimplies a significant level of internal marketing also.
The employees of a service firmhave to share the same concern as the
conceptuializer of the service. In fact, the service has to be marketed first to
the intermediate customers who are the employees of the firm, more
specifically, the front line employees or the contact persons. In such acase, a
service strategy has to be focused internally also. A complete strategic vision,
when due importance is not given to caring of employees, traps the service into
a cycle of falure. Figure 7.1 and 7.2 show the cyclesof failure and success.

Figure7.l Cycleof Failure

High g,
customer

turover Repeat amphasis on
/ attracting new customers

Failure to develop

Léw pro

customer loyalty ‘
margins _Narrow design of
jobs to accommodate

High ompio e turnover;
poor service guality

No continuityin ~ Usa of technology gipnasis on
relationshlp for to controf quality rules rather
customer Employee dissatisfaction; than service|
K poor service attitude I e

o Payment of =~

low wages ™
o d

‘ L pemployees "y Minimization of
Custorﬁer become{ored 6& _up selection effort

dissatisfaction Minimization P

Employees can't of training &
aspond to customar .- (")

problems - . (,;"p“‘

Source: Schlesinger and Heskett
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Figure7.2 Cycle of Success

Low N
customer

turnover Repeat emphasis on
. customer loyalty and
E . retentio

clustolltner o
ovalty : Higher
profit N\
ﬂ margins y a
Lowered turnover, job %‘:i?;ns

high service quality

Cantinuity In :
relationship with Train, empower frontline
customer Employee satisfaction, parsonnel to ﬁntrol quality

positive seqvice attitude 4
& ﬂ
\ o8
. o\@Above average

Extensive wageos
. " training oy E‘&‘ ,{ ¢
High customer “ewmem  [ntensified

satisfaction solectlon effort

Source: Schlesinger and Heskett

It is clear from these cycles that proper selection, training and the development
of employees ensures success (Schlesinger & Heskett, 1991).

Implementation of such a strategy is fairly difficult task. It requires a service
orientation which is more of a software to excellence. For service industries,
personnel hold the key to success and the process needs sharing of values by
every employeein the organisation. An implementation process for a hospital
for example could involve the followingsix steps.

1. Overcome differences: CEOs need to create a compelling vision of the
future for the board, medical staff, management team and support staff.

2. ldentifying key strategic initiativeslike realising physician and hospital
financial incentives: Focusing on the complete range of health care,
including prevention, diagnosisand recovery, making the hospital campus
more user-friendly and tailoring ambulatory care program to consumer
needs.

3. Remove the barriers: Once the CEOs have a strategic plan, they need to
tackle organisational elements that will inhibit its success. For example, are
there too many layers of management? Do incentives and compensation
plans mesh with the strategic goal ?

4. |dentify information needs for decision making: Make sure that information
needs are met at al levels of the hospital-from CEO to clerk.

5. Develop a process of continual improvement: Once you have trandated your
strategy into action, constantly assess its performance and ways that
performance can be improved.

6. Empower and motivate your staff: This is the only way that tota quality
management can be fully integrated into every aspect of the hospital.

g —

7.4 PHYSICAL EVIDENCE

Cleanliness in a doctor's clinic, the exterior appearance and interior decor of a
restaurant, the comfort of the seating arrangement in a cinema hall, adequate




facility for personal needs at the airport all contribute towards the image of the Extended Marketing
service (organisation) as perceived by the customer. The common element in Mix for Services
these is that they al physical, tangible and controllable aspects of a service

organisation. They constitute the physical evidence of the service. There may

be two kinds of physical evidence:

a) peripheral evidence
b) essential evidence

Peripheral evidence is actually possessed as a part of the purchase of service
but by itself is of no value. An airline ticket, a cheque book, or receipts for a
confirmed reservation in a hotel are examples of peripheral evidence. A
cheque book is of value only if you have money in the bank-without that is of
no significance. Peripheral evidence adds on to the value of essential evidence.
In a hotel you may find a matchbox, writing pad, pen, complimentary flowers
and drinks, which you may take away. These are representations of peripheral
evidence. Such evidence must be designed keeping in mind the overall image
which the organisation wishes to project and the reminder value of the evidence
inits ability to remind the customer about the organisation.

Whereas peripheral evidence is possessed and taken away by the customer, the
essential evidence cannot be possessed by the customer; the building, its size
and design, interior layout and decor, logo and equipments €tc. are constituents
of the essential evidence. The essential evidence is a very critical input in
determining the atmosphere and environment of the service organisation.
Contrast the essential evidence of a five-star hotel (its long driveway, grand
entrance manned by a liveried doorman, sophisticated decor of lobby) with that
of afast food outlet (with bright colours, loud music, and bright lights) and
judge the kind of rich and formal atmosphere of the former with the relaxed
and casual atmosphere of the latter. You can use physical evidence to build a
strong association in the customers mind and aso to differentiate your service
from the competition. As a marketing manager it is your responsibility to
manage the physical evidence in order to create the ideal environmenl for your
service. You can do thisin two ways: one by making the service more tangible,
and two, by making it easier for the customer to grasp the concept of the service.

One obvious way of making the service more tangible is by developing a
tangible representation of the service as is done in the case of credit cards.
Credit cards have a physical entity and are identifiable by their brand name
(American Express, Diners, Visa, BOB, i.e., Bank of Baroda) and distinct looks
of the card. Other ways by which a service can be made more tangible is by
standarising the physical attributes such aslocation, interior decor, colour
scheme etc. Most airlines use a uniform for all their staff to help create a
sense of identification. Similarly, Indian Airline's white and orange colour
combination iswell-recognised.

The second way is to make it easier for the consumer to understand the
concept of the service which you are offering, with easily perceived objects
and ideas. Promoters of package tours may provide detailed information about
the hotel, food and transport facility they would be using to help the customers
understand the concrete dimensions of the tour and thus reduce their anxiety
arising out of uncertainty. Specific information about the various dimensions of
the service should be provided to prospective customers . As a marketing
manager you can help the customers to understand the service you are offering
by stressing the organisation and customer relationship. Advertising agencies
assign one account executive or a team to a particular client to help him
identify with the agency.
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Activity 2

What are the components of physica evidence in case of
a) Railways

b) Banks

c) Theatre performances?

............................................................................................................................
...........................................................................................................................
...........................................................................................................................

...........................................................................................................................

Julie Baker in her doctoral work theorized that the physical environmentis a
composite impression of ambience, design and socia relationships. She
accordingly termed these three factors as ambient factors, design factors and
socia factors. As summarized in Figure 7.3 the ambient factors relate to the
background conditions below the level of a customers immediate awareness,
The design factors on the contrary are those visua stimuli that exist at the
forefront of a customer's awareness. The social factors relate to interactive
environment comprising of people.

Figure7.3: Ambient, Design and Social Factor sef Physical Environment

PHYSICAL ENVIRONMENT

AMBI ENT FACTORS DESI GNFACTORS SOCIAL FACTORS

= Air Quality = Aegtheticsof - Appearance
(temperature, ar chitectur e colour behaviour and
humidity, schenge, material number o service
circulation) used, shapeand personnel.

_ styledf accessories: _
= Quiality of Scent. - Fundional = Qualityand
dimensionsof quantity o other
- g.egrelgtqf designin termsof customers.
ireutation layout, comfort.
Activity 3

For a specialty restaurant identify the ambient, design and social factors which
are important from the customer's point of view:

----------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------

...........................................................................................................................

Roles of Physical Evidence

The primary role of evidence management is to support the organisation's
marketing programme by making it possible to manage both intended and
unintended cues which can give adequate evidences to customers and thereby
influence perceptions. Interestingly, the physical evidencesaso influence
employeeswho interact with customers during the service ddivery.

Parsuraman et. al. identified Si X specific roles of evidence as represented in
Figure 7.4.



Figure 7.4: Role of Evidencein ServicesMarketing Extended Marketing
Mix for Services
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Depending on the competitive situation, marketing objective and the resources,
an organization can use evidence for some or dl of the above roles, though
these roles are not mutually exclusive. Arising out of the above reasons the
services organization are expected to use a two prong marketing
communication strategy aimed at not only tangibalizing the message but also
the service.

Tangibalizing the service implies that tangibles associated with the service are
emphasized in communication as if they themselves form the service. For
example, DHL courier service is advertised with a visua of an airport showing
a fleet of their aircrafts and Benz trucks. Alternately, you create tangible
representations of the service to symbolize. For example, ‘comfort' in air travel
can be tangiblized using comfortable seats with extra leg-space. This can also
be emphasized in advertising.

The second step of marketing communication, tools aim at tangibalizing the
message by creative use of evidence in messages, by guaranteeing the service
and by encouraging positive word of mouth. By tangibalizing the message the
service organization makes the advertising message less abstract and more
credible through the use of physical evidence. For example, " Persona Point" is
giving physica evidences as regard to the weight loss of their customers. The
other method of tangibalizing the message is to guarantee the service. For
example, some of the private airlines emphasize on a higher percentage of on
time arrivals and departures.

Hart suggested that though warranties are effectively used in manufacturing
goods quite successfully, they can equally be applicable in service industries. If
the quality of the service and the service delivery of an organization are
excellent, a service organization then can possibly guarantee it to gain
competitive advantage. We will discuss the issues related to service guarantees
in the next block.
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The third method of tangibalizing the message is to create and encourage a
favourable word of mouth. In service sector the consequences of selecting a
wrong service supplier are invariably higher and as a result the customers
invariably seek the opinion of others. It is in this context the word of mouth is
important in giving tangible clues to customers.

7.5 PROCESS

In a service organisation, the system by which you receive delivery of the
service constitutes the process, In fast food outlets the process comprises
buying the coupons at one counter and picking up the food against that at
another counter.

The processof a delivery function which can be compared with that of
operations management impliesthe conversion of input into the finished product.
But in a service organisation these is no clear cut input or output. Rather it is
the process o adding'value' or 'utility' to system inputs to create outputs
which are useful for the customers.

Services can be described on the basis cf the types of processes used in the
delivery sf the services. The three kinds of delivery processes that are
applicable in case of service products are line operations, job shop operations
and intermittent operations. Self-service restaurants and shops are examples of
line operations. The consumer moves through logically arranged operations
which are arranged in a sequence. In a self-service departmental store, the
consumer starts picking up the items he needs and pays for them near the exit.
This kind of delivery processis relevant when the service you are providing is
fairly standard and the consumers requirementis of a routine nature.

When the consumers require a combination of services using different
sequences, the job shop type of operation is more useful. Hospitals, restaurants
and educationd ingtitutions usually have this type of delivery process. In a
hospital, some patientsneed only consultationin the Out Patient Department,
some others may need consultation as well as medication or X-ray, some
patients require hospitalisation for surgery, medication or investigations. All these
categories of consumersrequire a different combination of dishes. A college
may offer courses for full-time students as well as fur working people through
correspondence.

Intermittent operations are useful when the type of service is rarely repeated.
Firms offering consultancy for projects use this kind of delivery system.
Advertising agencies also use the intermittent delivery system since each
advertising campaign requires a unique set of input factors.

As a manager you are interested in optimising the efficiency of your
organisation without sacrificing the qualitative aspect. Some of the critical
guestions you need to focus upon are:

a) What are the steps involved in delivering the service to the consumer?
b) Are they arranged in the most logical sequence?

c¢) If not, can some steps be eliminated, combined or rearranged to form a
smoother sequence?

d) What are the steps in which the consumer is involved?
e) Can the consuiners’ contact be reduced or totally eliminated?

f) Can we introduce automation to speed up the delivery process?




Yau will appreciate that the importance of process management is that it
assures service availability and consistent quality. Without sound process
management, balancing service demand with service supply is extremely
difficult. Service cannot be inventoried; therefore, it becomes essential to find
out ways and means to handle peak load to optimize different customer needs
with varied expertise levels within the service organization.

In marketing management, operations management has been recognized as an
integral function. In manufacturing sector, for example, logisticsin distribution
are vital to' satisfy the customer needs. Similarly in services sector, where
there is no tangible product, the operations management is vital to deliver
satisfaction because here the operations management would decide how the
process of service delivery would function, or in other words, the interactive
experience that would deliver the service benefits to the consumers.

Cowell identified that the issues in operations management or process
management are many, as summarized in Table 7.3. However, the degree to
which these issues are successfully managed would decide or determine not
only the satisfaction but it might also give a competitive edge to an
organization.

Table 7.3: Issues in Process M anagement

S.No, Area of Operations Explanation
L. Process Planning and Control Operation specifications to achieve service
output in terms of quantity, quaity, delivery
and costs.
2. Operations Planning - Detailed specification of each sub system.
3. Facilities Design Design, layout, locations, materials handling

and maintenance.

4, Scheduling Detailing the timings at which service
operations should be completed by agreed
delivery promises within available resources
and with their economic utilization.

5. Inventory Planning and Control | Planning and controlling the inventory of
people and capacity

6. Quality Control Quality standards are attained in each service
system.

7. Operations Control Information flows into and out of service

systems and ensures that operations are
undertaken a specific tunes as per schedule.

8. Forecasting and Anticipating demands and forecasting
Long Term Planning capabilities that need to be inducted in the
system.

Shostack gave a much-simplified version and described the 'process' in three
stages. First, a process can be broken down in logical steps to facilitate
analysis and control. Secondly, there are more than one available options of
processes in which output may differ. Finally, each system includes the

concept of deviation or tolerance standards in recognition that the processes are

'real time' phenomena that do not conform perfectly to any modd or
description, but functions within anorm

Shostack further observed that in marketing literature no description on process
is found although concepts, which relate to process like 'standardization’ and
‘customization’, are frequently mentioned. In her article Shostack described

processes in two ways.

Extended Marketing
Mix for Scrvises
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The first way is according to the steps and sequences that constitute the
process and she termed it as 'complexity of process. The second is according
to the exceptional latitude or variability of those steps and sequences, which
she called 'divergence. Any service process is a combination of both-
complexity and divergence. Analyzing the number can identify a service's
complexity and intricacy of the steps required and the degree of freedom
inherent or allowed in a process step or sequence can be called its divergence.
In reality there could be services where process can be of high complexity and
low divergence. Suck services are called standardized services. For example,
housing loan from any financial institution. On the other hand, there could be
services with low complexity and high divergence. Such services can be called
customized services.

When we are developing clarity on understanding of process management, an
understanding of above described phenomenon is essential as complexity and
divergence are not fixed rather they are factors that can be changed or
adjusted for efficiency in the process. A change in overall complexity or
divergence generally indicates one of the four overall strategic directions, each
with positive conseguences and also the risks, as summarized in Table 7.4

Table 7.4: AlternativeDirectionsof Structural Changes

Strategic Options

Advantages

Disadvantages

Reduced Divergence

Uniformity would reduce
cost, improve productivity
and make distribution easier.
Increase perceived reliahility,
uniform service quality and
greater service availability.

Inflexibility in operating
procedures.

Lower customization and
thus consumer rejection

inspite of low cost.

Increased Divergence

Greater custornization and thus
niche positioning strategy.

Less dependence on volume.
More margins as market may
respond positively to
personalization and thus
prestige.

Difficult to manage,
control and distribute.
Limited number of -
customers may be
available who are willing
to pay the price that
customization demands.

Reduced Complexity

Reduced complexity indicates
a specialization strategy.
Narrowing the service offering
makes distribution and control
exder.

Perceived positively in the
market provided it stands out.

Reduced complexity can .
also be perceived as
stripped down service.

It can be competitively
risky if other providers
continue to offer a
broader, more extensive
full-service dternative.

Increased Complexity

Higher complexity usualy
indicates a strategy to gain
greater penetration in the
market by adding more
Services.

Increasing complexity can
increase efficiency by
maximizing the revenue
generated from each customer.

Too much complexity can
be confusing as a result
overall quality may fall.
I-lighly complex service
system may be vulnerable
to inroads by competitors
who specidize.

One can observe that how changes in complexity and divergence influenced
their market position. For managers in service industries, taking a structural
approach can help increase their control over some of the critical elements of
the service system management. Therefore, for marketers in service industries,
process design may be atool that can substantialy increase their impact and
role in marketing their services.




Activity 4 Extended Marketing
Mix for Services

Compare the relative advantages and disadvantages of " Conventiond token
system in retail banking with the teller syssem and ATM system.”
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............................................................................................................................
............................................................................................................................
............................................................................................................................
............................................................................................................................

............................................................................................................................

7.6 SUMMARY

Service industries have typically lagged behind manufacturing firms in adopting
and using marketing concepts. But thisis now changing, It is sad that
services marketing strategy calls not for externa marketing but also for internal
marketing to motivate the employees and interactive marketing to create skills
in the service provides. The unit provided you an action checklist on interna
marketing. The importance of internal marketing was highlighted using cycle of
success and cycle of failure. The next element of extended marketing mix
discussed in the unit is Physical Evidence, which includes both periphera as
well as essential evidence. The various elements of physical evidence are
ambient factors, design factors and social factors. The unit outlines the role of
physical evidence as well. The last part of the unit was devoted on 'process
management'. The various aspects involved in process management were
outlined. These include process planning and control, operations planning,
facilitiesdesign, scheduling inventory planning and control, quality control,
operations control and'forecasting.

/.7 SELF-ASSESSMENT QUESTIONS

1. What do you think are the main reasons for including the element of people
in the marketing mix for services?

2. Do you think that physical evidence really matters in marketing of services?
Discuss with the help of examples.

3. Can varied process management be followed in marketing the same
service? Discuss by taking an example.

4. Write short notes on the following:
a) Physical evidence as an element of Marketing Mix.
b) Significance of Internal Marketing..

5. Compare and contrast the employee's attitude and behavior towards
customers amongst the following organization. Do you 'see the significance
of employeesin servicing the customers better? Identity how a motivated
employee can provide higher customer satisfaction in these organizations.

a) Nationalized bank and a foreign bank operating in India
b) Indian Airlines and any private airlines.
C) Super bazaar and a private department store.

6. In the above organizationsidentify the various physical evidences and
suggest ways to improve upon them.
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