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Lecture - 15
Consumer in the Services Flow — |

Hello, 1 am Jayanta Chatterjee and | am interacting with you on behalf of IIT, Kanpur on
Managing Services and contemporary issues in today's world. In the last few sessions,
we have looked at the different unique characteristics of services or characteristics that
particularly apply to the service domain, the challenges that are created by those
particular characteristics and we have seen how in different ways as a service business
we can respond to those challenges successfully. Today, | am going to discuss, the
process of engaging with the service flow so, Consumer in the Services flow, this will be

our topic today.
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Prof Jayanta Chatterjee : Dept. Industrial and Management Engineering : IIT Kanpur (01)

But, before that let me give you a nice view, composite view of the characteristics of
services on one side and the responses linked to that. And as you will see you from this
particular table, borrowed from number of researcher and their work that there is a
certain thematic linkage among those various strategies and some of the response
strategies actually tackle number of service characteristics. So, we have intangibility and
we have discussed intangibility as our response as our marketing strategy in response to
intangibility, we would like to highlight vivid tangible images. We would like to



highlight personnel engaged in the services their competence, their address, their

equipment and so on.

We have also discussed how you can use word of mouth, publicity. So, stimulation and
simulation of customer advocacy becomes very important here creates strong
organizational images. That, kind of becomes a container for projecting the tangibility of
the service providers capability. And of course, we have also talked about the importance
of communication pre as well as post consumption. There is one particular issue with

respect to how we need to understand the cost elements in detail.

So, that we can signal in the price, some responses with respect to intangibility, this one
we will discuss later when we discuss pricing of services. So, these are responses to
intangibility which are often called the mother of all services marketing problems. We
have the other one inseparability, so we have discuss about how we kind of manage
consumers, some of these issues we will discuss in today's session, where we study

consumer in a services flow.

And | think in the last session we have discussed that how we can tackle heterogeneity
and perishability by using strategies to cope with fluctuating demand and we need to
adjust demand and capacity or rather both side balancing management to tackle this
heterogeneity and perishability. So, you can look at this chart more in detail, there are
number of famous references are given here, lot of these are available for free for you to
read on the net through the various search mechanisms and full complete copy can be
downloaded through your digital library system, accrue institute. But, what | have taken
care is that, | have tried to sight those references which are readily accessible to most

people directly through the search engines and some of the services.
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CONSUMPTION BEHAVIOUR

Customer Decision Making:
The Three-Stage Model of

Service Consumption

So, let me now go to the topic of day, the consumer in the services flow traveling from
the pre purchase to the service encounter to the post purchase stage.

(Refer Slide Time: 06:07)

PRE-PURCHASE STAGE - OVERVIEW

So, the pre purchase stage is highlighted by these set of needs, I will take each one
individually and try to understand and discuss with you some of the response
mechanisms and service management issues. Incidentally, this whole flow of pre
encounter and post encounter of that, the pre stage is similar to the famous AIDA or
AIDA model, quite popular in understanding consumer's buying behavior in case of
products. So, there A stands for Awareness, | stands for Interest, D stands for Desire and

finally, A stands for Action or the purchase action.



This block that you see here need arousal, evaluation, etcetera, it is actually a more
expanded format of the AIDA model, but there are some ((Refer Time: 07:32)) here
which are particular to the services domain. So, let us now see each one of these
elements more in detail. So the first is need arousal, obviously, the customer has some

kind of need for which the customer then seeks some solution, some service.

(Refer Slide Time: 08:08)

NEED AROUSAL

Decision to buy or use a service is triggered by need
arousal

» Triggers of need:

= Unconscious minds (e.g., personal identity and
aspirations)

= Physical conditions (e.g., hunger )

= External sources (e.g., a service firm’s marketing
activities)

» Consumers are then motivated to find a solution for
their need

Courtesy of Masterfile Corporation
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Now, this need can raised due to various triggers, some of those triggers are physical like
hunger, when you seek a food and beverage service or it could be triggered by the service
organization through it is marketing activity or it could be actually also related to certain
personnel esteem or social need. So, as you can see this need arousal, mechanisms are

quite tight to the Maslow’s hierarchy of needs.

We have already briefly discuss this earlier, but if you are again not familiar, you can
again go back to the net and search for Maslow, Maslow’s hierarchy of needs and just
quickly go through those several stages of needs starting from physical and security
needs going up to self actualization and the different kind of triggers that can happen for
different kinds of services with respect to those needs. At this stage for us our discussion
today, we say that there is some kind of need that has been triggered in the consumer's

mind and the consumer is looking for some solution.
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INFORMATION SEARCH

~ Need arousal leads to attempts to find a solution

» Evoked set — a set of products and brands that a
consumer considers during the decision-making
process— that is derived from past experiences or
external sources

» Alternatives then need to be evaluated before a
final decision is made
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So, the first activity; obviously, where a service management people we have to be stable
and able to provide that response, so that the customer's information search is easy, the
customer can easily find us. So, if | am a food and beverage service, after ensure that in
my targeted community of customers, my name comes up first in the consumer's mind
when they feel the need of eating out or having a refreshment. Here, academically we
understand that there is a wide variety of solutions that are possible to respond to a

particular need, but the customer usually make say selection.

So, as a business we have to ensure that from that wide array of choices that are possible
to meet the arouse need, we have to be within what we call the evoked set which you see
on your screen, which is a set of products and brands that a consumer considers during
the actual decision making process. So, it is a subset of the total possibility and it is
important that as our marketing activity, our service reputation, our service excellence

ensures that we are within the evoked set.
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EVALUATING ALTERNATIVES -
SERVICE ATTRIBUTES

~ Search attributes help customers evaluate a product
before purchase
= E.g., type of food, location, type of restaurant and price

» Experience attributes cannot be evaluated before
purchase

=  The consumer will not know how much s/he will enjoy the food, the
service, and the atmosphere until the actual experience

» Credence attributes are those that customers find
impossible to evaluate confidently even after purchase
and consumption

= E.g., hygiene conditions of the kitchen and the healthiness of the
cooking ingredients
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And then of course, within the evoked set the customer evaluates the alternatives. Now,
this says in the service domain a very, a deep and critical activity, we are found through
our researches that the attributes or rather features or the qualities or the properties that
the customer emphasis in his or her mind, while evaluating the alternatives post by the
evoked set are of three types. The easier one is the search attribute, which are

fundamentally based on quantity and quality of information.

So, to decide on a food outlet, to decide on a restaurant or to choose a price for a
commodity, fundamentally the customer needs good and enough sufficient information.
So, those services which are heavy with respect to search attributes can provide good
high quality, enough information and achieve their objective, but if the service is
experience heavy, then you need some way the customer to get a feel. So, it is like a
trailer of a movie or a sample or test to write or a visit to a new theme park or holiday
destination through internet based sharing of experiences through audio, video discloser

of finer points and so on.

The toughest one of course, is the third category which is credence attribute, as we have
discussed before credence attribute based services. For example, health care, medical
advice, dental care, education, legal advice, in this cases it is not possible for the
customer to get a sample experience, even enough amount of information or good quality
information can go up to certain extend. But, still cannot respond to all the anxieties and
queries or uncertainties in customer's mind.
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HOW PRODUCT ATTRIBUTES AFFECT

EASE OF EVALUATION
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This is a diagram that list different kinds of services and puts them on these three types
of attributes. And as you can see then on the very left we have mostly products, goods,
tangible like clothing, chair, a car, a food and here therefore, the service managements,
service marketing has to focus on availability for the target group of customers sufficient
and good information, not too much that can create information anxiety, not too little that
the customer is not prompted, but good high quality enough information can ensure that

we satisfy the search attribute deleted to the arouse need.

The next one which is kind of services like restaurant meals or haircut or entertainment a
movie, heavy on the experiential dimension. In this case that is why movie is try to
promote that trailers to various television shows and internet sites like YouTube and so
on that is why the FM radio channels continuously broadcast the hit songs of a new
movie, because it provides some sample experience that attracts the customer to a service

which is heavy with high in experience attribute.

The challenge more is with respect to the third category, the credence attribute based
services. This is where we have most pure services, not having much of tangible goods
associated. So, legal services, education complex, medical, procedures or in this

category.
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HOW MIGHT
CONSUMERS HANDLE PERCEIVED RISK?

~ Seek information from respected personal sources

» Compare service offerings and search for independent

reviews and ratings via the Internet
~ Relying on a firm with good reputation
» Looking for guarantees and warranties

~ Visiting service facilities or going for trials before purchase

and examining tangible cues or other physical evidence

~ Asking knowledgeable employees about competing services
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So, the difficulty of evaluation extends from left to right. So, there are some standard
methods of responding to these three types of attributes, but the top point there is
managing the risk perception in customer's mind. Usually customer is a higher level of
risk perception when accruing services as suppose to products. Because, as we have
discussed earlier services suffer from this non searchability or abstractness therefore,

there is a higher degree of risk perception.

And so we need to establish a good framework of reputation, guarantee, warranty some
trail visits and good network of previous users, social media setup for intending
customers to share their queries with past customers who are happy and ready to endorse

you and so on.
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STRATEGIC RESPONSES TO
MANAGING CUSTOMER PERCEPTIONS OF RISK

So, these block diagrams are all the strategies that respond to the customer's perception
of risk. So, advertisement, free trial, display of credentials in the doctor chamber, use of
evidence and the catalog, testimonials, guarantees these are different ways to handle that

IS perception.
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UNDERSTANDING CUSTOMERS’
SERVICE EXPECTATIONS

» Customers evaluate service quality by comparing what
they expect against what they perceive

= Situational and personal factors also considered

» Expectations of good service vary from one business to
another, and differently positioned service providersin
same industry

» Expectations change over time

So, now you are coming to the key point that in the pre accusation stage or the pre
encounters stage, customer has lot of worries, risk perceptions which we have to manage
and customer has certain expectations. These expectation change according to context
when you go for a meal to a Dhaba, your expectation is at a lower level compare to when

you go for a meal with some with the family and friends to a top class find dining



restaurant.

So, our expectations are contextual, the change over time, the change according to
location or social situation. So, there are many different variations in expectation and
understanding this pre encounter expectation is crucial for creating a good service

experience, as the customer flows through the service.
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FACTORS INFLUENCING
CUSTOMER EXPECTATIONS OF SERVICE

I will conclude with this particular diagram and you see in the middle, we have the blue
zone which is that desired level of service and a lower part we have adequate service. So,
when the customer is approaching the service facility, there is already a certain amount
of framing with respect to desire service, which comes from personnel need and believe

about what is possible.

On the other hand, waste on service alterations and situational factors like for example, if
you are hungry, you are of the high way and you stop at a Dhaba, road side Dhaba. At
that stage may be your expectation is at this level adequate service. But, if you are in a
different context then based on word of mouth, based on reviewers of waiting at a fine
dining restaurant you may have this level of expectation and of course, there is a zone
which is in between, which you called the zone of tolerance, this is a very famous

framework developed by others through their research.

And; obviously, you can easily understand that after the service or even during the
service. If the customer's perception is below this yellow level, the adequate level the

newer interval and if the customer's perception is above the blue level then you are



creating wow factor, then you are creating customer delight. And in between in this green
zone you are set of in a neutral phase. So; obviously, as you can see as a services
manager our aim should be to create a service experience, were customers perception

will go beyond this blue boundary.

Thank you.



