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Unit-1
Service Quality and its Application in Insurance Sector
Structure :
1.1 Learning objectives
1.2 Meaning of Quality
1.3 Meaning of Service Quality
1.4 Technical and Functional Quality
1.5 Service quality dimensions
1.6 Service quality models
1.7 Service quality measurement
1.8 Marketing of Insurance services
1.9 Marketing Mix in insurance Sector
1.10 Improving the service quality
1.11 Summary
1.12 Check Your Progress and Possible answer
1.13 Model Questions

1.1 Learning Objectives
This unit aims at providing the concept of service quality along with its application in
Indian Insurance Industry.
After reading this unit, you should be able to understand :
 What do you mean by Quality?
 What do you mean by Service Quality?
 What are technical and functional quality?
 What are the service quality models?
 What are the service quality aspects of Indian Insurance Industry?


How does the Indian insurance players manage their quality?

1.2 Meaning of Quality
Quality is a buzz word that is found and visible in the day to day life. For every
conversation, the word “Quality” is used. However, it is very difficult to define in a real
sense. Some people says that it is a relative term and used for comparison. For example,
when somebody says the mobile is a good quality product, it is natural that he/she
makes comparison with other mobiles and then comes to a conclusion.
In Business, Quality is taken by various type of people in different perspectives. Such
as production quality, service quality, product quality etc. So, it is conditional,
situational, context specific and interpreted by various people in different ways and it
has developed over a period of time. It has lot of importance in business as well as
personal life.
Odisha State Open University
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1.3 Understanding Service Quality
Service quality is a critical parameter in case of service marketing. It is a key element in
customer perception. It is the extent to which the service provider satisfies their own
customers by meeting their expectation and providing better service. Mohsin (2005)
defines the service quality as a tool for differentiation and getting competitive advantage
over a period of time and leads to customer satisfaction, retention and loyalty and ends
in organizational profit.
Service quality helps in evaluation and is crucial in determining customer satisfaction. It
may result and create happy or unhappy customers based upon its outcomes. For
example, A Hotel owner may hire and keep a good manager, but if the behavior is not
right, then it leads to dissatisfaction in the minds of the customers.
Service quality plays a vital role when a customer interacts with it. When the customer
closely comes across with the services or with the service provider, he/she really knows
the importance and benefits of the service and the organization which provides this
service. For example, when an individual visits a saloon and cut hair, he/she gets a
complete feel of the service. The saloon person cuts the hair by asking the style, the
customer wants to keep. So, service quality is important and it gives a value perspective
in the minds of the customers.

1.4 Technical and Functional Quality
Another important concept comes in case of service quality is the “perception”. Service
quality and perception are related with each other and are closely linked (Gronroos
(1988).Perception is a particular way by which the customer looks and feels to the
services as a result he/she can understand about the services. This perceived service
quality leads to the satisfaction and is not normally pre-determined by any of the criteria
or objectives regarding the nature of the services. However, the perception about the
service quality always comes in comparison to the expectation.The perceived service
quality takes two forms such as expected quality and the other one is the experienced
quality. The customer initially has the minimum and maximum expectation regarding
the services from the company for example, when the customer goes for a test drive of a
car,he/she has carried some expectation initially in his/her mind. When the customer
drives and gets experience, he/she come across and faces the real service benefits. This
experience gained may be due to the technical or functional part of it, which form the
technical quality and functional quality.
Technical Quality: As the terminology says, it is because of the technical features of the
car which creates an impression about the good or bad quality of the product such as
design etc., It is mainly developed due to production related specifications.
Functional quality: After getting a positive impression about the car due to various
technical aspects, if, the customer purchases the car, the functional quality comes into
picture. How all these technical qualities translated to the customer at the time of
delivery, determines its functional quality. For example, how the sales man pitch about
Odisha State Open University
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the performance of the car, what are the precautions the customer has to take, what type
of maintenance is required and where is the nearest service station etc. forms the basis
for functional quality and the level of satisfaction.

1.5 Service Quality Dimensions
The measurement of the quality of service is really a complex task due to the behavioral
components associated with it. Researchers throughout the world evaluate the service
quality with respect to five dimensions which is popularly known as RATER where the
R represents Reliability, A represent Assurance, T represents Tangibility, E represents
Empathy and the last R represents responsiveness. It is applied to many service
situations to understand the service quality. Let us understand these components in
detail.
 Reliability : It is the ability to perform the promised service dependably and
accurately. Here the company must deliver as per the promises about the service
outcomes and other important attributes.
 Assurance : It is the knowledge and courtesy of employees and their ability to
inspire trust and confidence. The trust and confidence that arises in the customer’s
mind is due to the persons who are providing the services or due to the brand the
organization carries over a period of time.
 Tangibles : It is the physical facilities, equipment, and appearance of personnel.
This component is very vital for the new customers who evaluate the service
quality.
 Empathy : It is the caring, individualized attention of the firm that it provides to its
customers.The personalized approach is no doubt is essential for every
organization, however, it plays a deciding factor for the startup and small business
firms to survive in the market, when they face the big players in the competitive
market.
 Responsiveness : It is the willingness to help customers and provide prompt
service. From the customers point of view. the company must take care of the
service process, its delivery and complaint handling with less time.
The insurance companies in India are offering their services to their customers. They
adopt various service dimensions to keep the customers for the future business. Let us
study the service quality dimensions in the insurance industry which are given in the
Table 1
Table 1: Dimensions of Service Qualityin Insurance Services
Sl. No.

Name of the
Components

Meaning and Description

01

Reliability

The insurance players must have the ability to
perform their services which they have promised to
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the customers dependably and accurately. The
company must provide it in right time. Example, the
claim settlement that the company promised to the
customers during the purchase of insurance policy,
should be settled with less time, effort and
documents.
02

Assurance

The knowledge and courtesy of employees in the
insurance company and their ability to inspire trust
and confidence plays crucial role for judging the
service quality. Example, A good and competent
sales person can give better financial planning to the
individual who really need an insurance policy for
his/her family by virtue of the experience and
knowledge that he/she had acquired.

03

Tangibles

The Physical facilities such as office, equipment, and
physical presence of the sales personnel in the selling
process makes confidence among the customers
because they can see, touch and feel their presence
and get an experience.

04

Empathy

Proper caring and individualized attention, the
insurance firm provides its customers, produces more
loyal customers and the retain the customers in the
long run in a growing competitive business
environment. For those reasons the insurance players
prefer personal selling with special individual
approach and contact.

05

Responsiveness

It is the ability and willingness of the insurance
players to help customers and provide prompt
services. Example, the companies must help the
customer to get the policy bond as early as possible
after the policy is purchased by the customers and
accepted by the insurer.

The overall measurement of all the dimensions of service quality is critical to determine
the service quality. The company takes all measures to provide them all. A small
mistake in them, may lead to a heavy loss to the company.
Digitalization or digital intervention has helped the company to provide their services in
a convenient manner. So, the concept of E-service quality has evolved among the
companies.
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1.6 Service Quality Models
The service delivery eventually forms a framework and many companies uses the
models for that. The service quality models are known as the gap model of service
quality. This model was developed by Zeithaml et al. (1988). The model is divided into
two parts—one relates to customers and the other relates to service providersi.e., the
company.
There are total of five gaps that is observed in this model. These gaps are explained as
follows,
Gap 1: The first gap arises between what customers want and what management thinks
on the customers want. The major reasons for this gap are due to the inaccurate
perception of management about customer expectation. Also, lack of understanding or a
misinterpretation of customers’ need or want by the management comes into picture
here. It is necessary to close this gap. This gap can be closed after knowing what
customers want by doing the market research, building relationship with existing
customers, proper and timely communication among the customers and taking adequate
steps on service recovery.
Gap 2: This gap comes when there is a difference between what management thinks on
customers want i.e., the perception and the quality specifications. In case of quality of
specifications, it is mainly refereed to the customer driven service design and standards
that management develops to provide the service. This can be managed with proper
service design with good physical evidence so that it can lead to right execution and
customer satisfaction.
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Gap 3 : Gap 3 is the gap between the service quality standards and specifications and
the service that is actually provided.This is otherwise known as standards and
specification gap. Gap 3 is due to the inability of management and employees to do with
reference to what should be done.In order to close this gap 3, there is a need among the
employees to develop their skills by providing training, and applying various tools to
perform the jobs.
Gap 4 : It is the gap between service delivery including pre and post contact and the
external communication that is given to the customers. Basically, it is what the company
provides and what is communicated to the external customers that it provides.This can
be due to the wrong communication. In the communication process such as advertising
or any other tools, when misleading information goes to the customers, such gap arises.
To bridge this communication gap, service providers need to create and communicate
the realistic one, so that factual, honest and accurate expectations will be developed in
the consumer’s mind.
Gap 5:It is the gap between expected service and perceived service i.e.,the service that
customers receive and the service they want. The larger is the gap, more problems come
to the company. The company must try to shrink the gap and improve the service
quality. This gap may be positive or negative. The company should take adequate
precautions to avoid the negative aspects and convert it into the positive.

1.7 Service Quality Measurement
The service quality is measured by the SERVQUAL framework. This framework was
developed by Zeithaml, Parasuraman, and Berry in 1977. The SERQUAL instrument is
designed to identify and measure the gaps between customers’ expectations and
perceptions of the service received. If the perceived performance exceeds expectations,
we can say that the customer is happy and satisfied. On the other hand, if the
expectations are not met, the customer is dissatisfied. So, direction and degree of
difference between the expected service and the perceived service gives an idea of
satisfied or dissatisfied customers.
In the servqual instrument, the perception of a company is measured by the rating given
by the customer on the ten-point scale for each variable. Similarly, the expectation or
actual service provided is also rated by the ten-point scale for each variable or for the
firm as a whole. So, a total of 21 statements are taken considering the five dimensions
such as reliability, assurance, empathy, tangibles and responsiveness to assess the
consumer perceptions and expectations regarding the quality of a service. The
respondent is asked to rate their level of agreement or disagreement with the given
statements. After analysing the findings from these statements, the service quality is
determined. This framework has a lot of practical applications to many service
industries such as hospitals, insurance players etc. to know the service quality provided
by them.
Odisha State Open University
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1.8 Marketing of Insurance Services
Insurance is an emerging service in India. The marketing of insurance products is no
doubt is in a growing state. In India, the insurance regulator known as “Insurance
Regulatory and Development authority of India” or IRDAI controls all the private and
public players. LIC is the leading player in case of life insurance. There are 24 Life
insurance companies and 34 general insurances are operating in India. So, this sector
has a tremendous potential to increase the Gross domestic Products (GDP) of the
Country.

1.9 Marketing Mix in Insurance Sector
In case of service Marketing, we have known from the earlier chapter that there are 7
P’s i.e., Product, price, place, promotion, People, Process and Physical evidence. These
7 ps are also observed and practiced in case of insurance marketing which are explained
below,
Product : In insurance sector, the product is normally told as “Schemes” or “Plans or
“Policies”. It is the first element and takes care of the needs of the customers. The
insurance companies design their products based upon the basic need of the client. They
may provide single product or multiple products. The product contains two basic
aspects, one is the basic sum assured which the customer gets after his/her death which
is known as death benefit and the other part is the maturity benefit where the customer
gets a lump sum money from the company during his/her survival in the life period.
Another kind of product, the insurance companies launched are the pension or annuities
policies. In this case, the customer gets a calculated amount of pension during the old
days. Life Insurance Corporation of India or LIC is the market leader which offers
various plans to the customers.
CASE INSIGHT 1.1
Life Insurance Corporation of India (LIC), the Successful application of Services
Life insurance Corporation of India is the
largest life insurer in India. It was passed
by the Parliament of India through Life
Insurance Corporation Act on the 19th of
June 1956. It was created on 1st
September, 1956. The main objective was
to provide insurance products to all the
people of India with an affordable price.
Today it has 2048 fully computerized branch offices, 113 divisional offices, 8 zonal
offices, 1381 satellite offices and the corporate office.
Product : The plan of LIC has targeted to all section of the people in the society. It has
term plan, endowment plan, money back plan for children, Whole life plan, Unit linked
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plan associated with stock market, Health plan and pension plan for the older age of the
people. In addition to this, LIC has micro insurance plan such as Bhagya Lakshmi, New
Jeevan Mangal and Micro Bachat Plan for the low-income people of the society.
Price : LIC charged premium for the life assured considering the risk factors involved.
In addition to the premium amount, the GST is charged and total premium is calculated.
The customer can calculate the premium from the LIC website by giving the required
information.
Place : LIC sells it life insurance policies through bank branches and also collects the
premium and provide other services. Payment of premium can be done by ECS and
through ATMs. Apart from on-line Kiosks and IVRS, Info Centres have been
commissioned at Mumbai, Ahmedabad, Bangalore, Chennai, Hyderabad, Kolkata, New
Delhi, Pune and many other cities to provide better services to the customers. It tries to
connect every branch through its strong IT network.
LIC has launched its SATELLITE SAMPARK offices. The satellite offices are smaller,
leaner and closer to the customer. The digitalized records of the satellite offices will
facilitate anywhere servicing and many other conveniences in the future.
Promotion: LIC always adopts innovative promotional strategies to attract and retain
the customers. They use various TV channel, internet and social media to advertise their
products. They also use various
Promotional materials such as diaries,
calendars as gifts, and incentives to the
policyholders. Advertisements are also
observed in leading newspapers in both
national and regional languages. In
metropolitan cities, LIC uses billboards to
create awareness and build the brands.
People: LIC train their own employees by
giving various training program on life
insurance products. It has tied up with
National Insurance Academy, Pune to
provide training to the employees.
Process: LIC opts a simple and customer friendly process for its products and services.
For Claim settlement, it asks the minimum documents that are required to settle the
claim. The agent helps in this process. The branch offices throughout India also
processes the claim. The company has a good grievance system.
Physical Evidence: Like any other services, LIC has a good physical presence. It has
good network of offices. All the branch and satellite offices monitor the policies and
provide a good data base for the insurer.
Price: Price is another marketing mix element in case of insurance marketing. It is
normally recognized as “Premium”. It is the most powerful element by which the
Odisha State Open University
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customer extends the willingness to purchase the insurance products. It is the money
charged by the insurer to the insured by which life and non life component is insured.
The insurance company asked this premium based upon the level of risk, age of the
client and other situational factors. The other side is the mode of paying the premium,
investment return and Commission to the intermediaries etc are to be taken care of to
manage the competition in the market.
Place : It is the distribution channel adopted by the insurance companies to reach to
their target customers. It is also called as “Physical Distribution”. The insurance players
choose various innovative channels to sell their policies both in online and offline mode.
For Example: Agent recruitment is the most prominent and essential distribution
channel followed by the insurance companies along with the guidelines of the regulator.
Promotion: Promotion plays a key role in insurance selling. Since it is a push product,
the quality of advertisement, sales promotion and other promotional tools are integrated
to build the awareness. The life insurance companies use various catchy tags to attract
the customers. For example: Zindagi ke saath bhi, Zindagi ke baad bhiis the punch line
used by the LIC. Similarly, ICICI Lombard, a leading General Insurance company in
India says” Nibhaye Vaade”. In addition to this, they utilize various promotional
materials such as diary, table calendar, bags, key ring etc to manage their promotional
portfolio to attract the customers.
People: For selling any products, it is essential to understand the people who are
involved in the process of selling. For an insurance product, the knowledge of the sales
person on product, customer need, competitor’s strategy, market trend etc. help for easy
positioning and targeting. This is the reason for which the insurance giant trains their
agents and employees in a distinctive way. For training, development and building
relationship skills, they spend a sizeable amount of money and keep their employees
active in the competitive market.
Process:The process in insurance industry should be simple, easily adaptable and
customer friendly. The digital transformation in business has helped the insurance
company to solve their grievances and claim settlement process. For Example: ICICI
Pru iProtect Smart is the term insurance plan which can be sold through the internet to
the customers. So, the internet, It and data warehousing will fasten the process in
insurance industries.
Physical Evidence: The present insurance players in India have not reached too many
citizens. In this situation, building the distribution network with the help of branch
offices, satellite offices are a key determinant for the success. So, physical evidence is
important and to be built by the companies either by own or by tie up with other
agencies for easy access to the customers. Secondly, when the customers see the
presence of the offices of the insurance company, then their trust to purchase the
policies increases.
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CASE INSIGHT 1.2

Star Health and Allied Insurance Co Ltd is one of the leading health insurance
companies in India. It offers various health insurance policies to the customers. It
targets to the individuals, families and corporates. It has more than 12,800employees
who provides services to the customers. As physical evidence, it runs its business with
more than 640 branch offices all over India.
In order to provide quality and instant services, the company has tied up with many
hospitals in a cashless mode. This cashless facility is commissioned around 11,000
hospitals in India. The claim settlement process is also very simple and the company
settles its claim through the help of its own house one rather than the intervention of
third-Party assistance (TPA).
The Insurance services of the company has taken the advantages of technology and
today, the customers are getting all support by the company website. Purchase of the
policies, renewal and EMI Payment can be possible digitally by the help of company
website. The customer can download its own policy document.
The company also educate the people to take care of own health. During this COVID
period, the company regularly updates the customer about the Covid related news. The
customer can chart, talk in regional languages and do the video conferencing with the
doctors with the help of Tele Health Consultation. The customer can order or purchase
the medicines by taking the help of e pharmacy. The company also gives the
information about the nearest diagnostic center. Another innovative program of the
company is “Life style coaching”. Here, a dedicated wellness coach advises to the
customers to manage the stress.

1.10 Improving the Service Quality
The insurance players and other service providers uses various tools, techniques and
process to improve their service quality. Some of them are explained below which are
practiced by companies in their day today operations,


Standardization of service: The services are standardized by the service providers
and targeted to the customers. In the later stage, they also, automate the process so
that the customer can operate and get the real feel of the service quality. Example:
Making a single window system in bank so that all the major activities are done by
the executives sitting in that counter.
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Providing convenient timing and places for service delivery is another way which is
visible with many service providers, Example: meeting the insurance agent as per
the convenience of the customers, placing ATM machines in the resident area,
Banking in the Evening or Holidays etc.
Recruitment of multi skill employees: Many hotels and health care service providers
recruit and train their people so that they can handle multiple tasks.
Providing physical evidence or facilities: Reception area of hotel, financial service
companies, educational institutions etc.

Reception area: ITC, Maurya Hotel














Providing in house or door step service: When you visit any hotel, you may find
Newspaper, magazines in the waiting area of the hotel. Similarly, the nearby grocery
shop is ready to provide the door step service by a single order and mobile call.
The doctors, lawyers are providing prior appointment so that the customer should
not wait for a longer duration and get their service.
Providing service in local Language is another area where the service providers
convert their communication to the preferred language of the customers and
promote their sales and relationship. Example: Brochure in local language by the
insurance players, appointment of customer care executives from the local language
in Hotels, Banks, Insurance companies etc.
Good Interaction with the customers makes them happy and helps in service
recovery. So, service providers always take measures to appoint people with high
morale and attitude who can serve their customers better
Since in services consumption and production happen simultaneously, service
providers want the wastage to be minimum so that the profitability will increase.
Example: When the customer visits any saloon for haircut or go to a fast-food stall,
the person first understands the requirement of the customer and then proceed.
Under promising and over delivery should be the mantra to be in success in case of
service organizations. In this way, the expectation of the customers is managed and
increase the service quality.
Internal marketing among the employees is critical in-service industry. The
employees are to be motivated so that they can spread positive word of mouth and
can help in selling the products and services. For Example: Smiling to the
customers, listening and responding to the customers and helping the customers for
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their personal and professional life makes significant impact in the minds of the
customer and of course on the service quality
Application and use of technology: Today, technology has helped a lot to the
manner in which the company do their business in a more convenient and costeffective manner. For Example: Buying Insurance and banking products through
online, smartphone apps and using internet banking etc. are few examples that has
satisfied the customers and of course in improving the service quality.

Major Factors to consider during the design stage to improve the Service Quality :
a) Nature of service: Every service has a different characteristic and they normally
follow a spectrum. For example, in case of insurance the service component is
much higher as compared to the product aspects. Hotels and restaurants on the other
hand follow a hybrid model where both service and product aspects carry equal
proportion and importance.
b) Location where the company offer the service
c) Process that is followed during the service delivery
d) Types of intermediaries chosen and the service agreement with them: In case of
franchise, this is found where there is a need for agreement may be usually up to 510 years and after that there is an option to renew
e) Pricing to be charged from the customers and the fees to be given to the
intermediary, if exist, in the service delivery.
f)

Preparing the Standard Operating Procedures (SOP) that has to be followed by the
intermediary such as franchisee which include price, quality, reliability of service,
advertising etc.

g) People that are to be employed to deliver the service and the number of encounters
with the customers: In the design stage, this requires a micro planning with respect
to the recruitment, salary and behaviour of the personnel. Apart from normal
education, interest and constant learning behavior of the people engaged in service
delivery is crucial in the later stage to build the relationship with the customers.
h) Physical Evidence or the infrastructure that is required: Tangibility is an important
characteristic of the service. When customer sees in his/her eyes, then there is more
chances of trust and belief with the perceived service. For example, when a
customer visits the insurance company and sees the brochure or policy bond, then it
is a good sign for the company. Similarly, finding an office in the vicinity of the
customers residence is another tangible factor which motivates the customers to
purchase the insurance policies or products.
i)

Marketing and promotional support that is required to create awareness, brand
building and value proposition and the cost associated with it.

j)

Administrative and technical support to be provided and the cost involved by the
service providers or the intermediary, if present.

k) Expected revenue and profits
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1.11 Summary
In this Unit, we have discussed about the following things,
 Concept of quality
 Concept of service quality
 Five dimension of service quality such as Reliability, Assurance, Tangibility,
Empathy and Responsiveness
 Gap model and Five types of gaps
 Application of service quality in insurance services
 Application of 7P’s in insurance services
 Tips practiced by the insurance and other service players to increase their quality

1.12 Check Your Progress and Possible Answer
Q1: What is service quality?
Q 2: State True or False
a) Service Quality is easy to measure True/False
b) The gap model is known as the service quality model True/False
c) The service gap arises between customer and the service provider True/False
Possible Answer
Ans to Q No 1: Service quality can be defined as the perception of the customer. This is
linked to the customer satisfaction and customer expectation.
Ans to Q No 2 : a. False
b. True
c. True

1.13 Model Questions
Q 1: Discuss the dimensions of service quality.
Q 2: Explain various gaps that you have seen in case of service.
Q 3: Discuss the marketing mix of insurance services.
Q 4: Write short notes on: a. Physical evidence of insurance b. Perceived service quality
Q5: How the insurance companies manage their service quality? Explain with examples.
Q 6: What are the points that the service providers to consider in their design stage so
that quality of service can be improved?
Q 7: Choose an insurance company of your choice, go to their website and study their
services with respect to the 7P’s that you have studied.
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Unit-2
Demand and Supply Management in Service
Structure :
2.1 Learning Objectives
2.2 Concept of Demand and supply
2.3 Challenges in Demand and Supply
2.4 Strategies to Manage Demand and Capacity
2.5 Application of Service Marketing in Indian Aviation Industry
2.6 Service Recovery
2.7 Empowerment and Service recovery
2.8 Summary
2.9 Check Your Progress and Possible answer
2.10 Model Questions (long answer type)

2.1 Learning Objectives
This unit aims at providing the concept of demand and supply that is observed in case of
service sector.
After reading this unit, the readers /students will be able to understand:


How the demand and supply play a vital role in services ?



What are the issues faced by the companies ?



What type of actions or strategies are followed by the existing players in the
market?



How it is applied to Indian aviation industry?



What do you mean by service recovery?



What are the importance of service recovery?



What strategies are adopted the service companies for service recovery ?

2.2 Concept of Demand and Supply in Service
Demand and supply , both are very critical in case of service industries. Also, in case of
service, demand management is vital in order to prepare the necessary supply. It gives a
better experience to the service providers. If the demand is in excess , there lead to a
confused and disorder situations where as in a low demand scenario, the company may
lose the money that is invested in the business. In practice, we come across four
different scenarios. They are explained in the below figure.
Excess Demand: It is a situation where there is more demand from the customers. If you
look at the figure, it is above the maximum capacity of the organization. This type of
situation may lead to chaos and long queues in a service operation. It also gives a bad
Odisha State Open University
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experience to the customers and finally the business is lost. The company may increase
the price to control the demand.
Demand exceeds Maximum Capacity: Every organization operates as per the design and
capacity of the operation. It can run up to its optimum capacity. After that, it becomes
too difficult to manage and the service quality declines.
Ideal Situation: Here the demand and supply are balanced. Whatever the resources the
companies have are fully utilized. Both the staffs and facilities are occupied at the ideal
level. In this case, customers get good service without delay. The company also manage
its services in a more structured and comfort ways.
Excess Capacity: Here the demand is below the optimal capacity as shown in the figure.
This is a case of underutilization of resources such as labor, equipment and facilities. In
some cases, the resources are also wasted. It is a situation where the service providers
have invested the money by, they are not utilized and it is in the situation of stock or
inventory.

2.3 Challenges in Demand and Supply
The service providers faces many issues and challenges in case of demand and supply
situations. In one hand, the companies cannot have control of the demand , on the other
hand, they see the capacity constraints. This capacity constraint can happen in the
following ways,
Constraint in the resources: It may be the financial or human resource based. Lack of
finance, no doubt, is a major constraint by which the company can not reach to their
target customers or may not serve them properly. Labor or human resources is another
area where the companies struggle to meet their demand. For example, in case of health
clinic and consulting firm, skill-based employees are required who can carry out the
work in the efficient manner.
Constraint in the physical facility: Airlines, hotels, hospitals, cinema theaters face such
types of constraint. In case of Airlines, at the last moment, few seats may be there to
sell. Similarly, in hotel rooms are limited. The service providers try to its best to fulfill
all the rooms and to utilize it to the fullest capacity. So, constraints due to physical
facility is a major challenge for the service providers.
Constraint in operational resources:The service providers use equipment and other
machineries to deliver the service. These equipment helps in smooth running of the
systemand process. For example, in case of a health club, if there are no equipment or
there is a constraint in equipment, then the service providers encounter operational
challenges. The government in most of the cases faces the resource crunch due to the
people deputed to the other department. This results a problem in the government
departments to deliver their good service in right time.
Constraints on time: Time is precious for all the people. Sometimes, it happens in case
of organizations that there is a constraint in time for the people who are employed to
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provide the services. Either they are over loaded or are engaged in an important project.
For example, for the professionals like doctors and lawyers, time is very limited and
they utilize it in a very effective way. So, the customer takes a prior appointment with
the doctor to get a quality service from them.
So, it is concluded that the service organizations faces many constraints considering its
capacity and other operational factors. This reminds the organizations to manage their
supply side in order to meet the growing demand.
Figure 01: Variation of Demand

Challenges are also observed in case of demand. The first important part is the change
in the demand and demand pattern. The fluctuation in demand happens in a sudden way
where the service providers have not predicted earlier. Most of the times, they are not
under the control of service providers. This situation is very difficult to manage for the
companies with their limited resources.
It is also found that the predictable cycles are not identified and the causes are not
detected. Random demand fluctuation may create panic situations among the companies
to manage the customers. For example, in case of auto servicing center, if more no. of
vehicle comes to the service center, then it poses challenge to the service providers to
manage them. Certain market segment shows the change in demand. For example, when
the bank opens on Monday or after any other holidays, the demand for banking services
increases which is to be managed by the limited baking personnel. In case of rural
areas, the demand for the service increases during the period where the farmers have
money in their hand, preferably in the month of December after the harvesting period.
They purchase essential services and the demand for those services automatically
increases. So, it is clear that the service companies see many challenges when there are
fluctuations in demand and supply.
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2.4 Strategies to Manage Demand and Capacity
From the above discussion, it is learnt that service organizations need to think and apply
various strategies to manage the demand and supply. Service managers face various
issues while managing supply and demand in services. Since they have limited ability,
they may not always in apposition to alter their strategies. When there is a rapid
fluctuation in demand, the extent of change and the response time are also to be thought
of to manage the demand and supply. As a thumb rule, customers always expect good
quality of services with out knowing the underlying facts. So, it needs a concrete
planning. It may be possible in two ways; one is to shift the demand and the other way
is to adjust the capacity. Some of the strategies that are practiced by the players in
various service sectors are given below,


Steps must be taken during the peak period so that the demand can be reduced:
This is one of the strategic approaches that is seen in many service players. For
Example, in case of banks and post offices, they communicate to the customers
about the busiest times and days, so that the customers get a warning signal and
get prepared. The service provider also changes their operational timing so that
the peak hour can be managed. The concept of Sunday Banking and evening
banking was one of the strategies adopted by the banks to take care after their
business or normal hours. The tax firms or legal firms normally gives priority to
the regular and loyal customers when there is abig demand. The Airlines charges
full prices when there is peak demand. This is found during the month of
December or any festive seasons where they know that services will be in high
demand.



Increase the demand to match the capacity: This a difficult task, but companies
do it by direct selling, generating sales lead, educating the customers, creating
awareness, varying the service offering and differentiating the prices. For
example, companies do many sales and advertisement strategies to increase the
demand. A tax firm normally focus on tax preparation in the month of March
and do the other activities after that so that the service offering is changed. In
case of low demand, the travel agencies charge lower prices or give discount to
their client and try to increase the demand.



Adjust the capacity to match the demand: The existing capacity can be extended
temporarily to match the demand. For example, in case of an increase in demand
for COVID Vaccine, the hospitals are extending their working time and keeping
more staffs to do that. In case of hotels and restaurants, they arrange extra chair,
tables and beds to meet the temporary increase in demand. So, we can say that
stretch strategy can help to some extend to take care of such situations.
Sometimes, the service providers asks their temporary employees to join.
Outsourcing the activities or employees for short duration is also visible with the
companies to manage the demand.
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Apart from these, the companies also employ the mixing strategies to handle the
situations with respect to both demand and supply. Yield management is an approach
where the service providers try to earn maximum revenue with their limited resources.
The best example is the indigo airlines in India which is quite successful in yield
management which has been given in case insight.
Waiting line strategies are practiced by the company when the demand and supply are
not matched. This can be done by the service providers by various ways. As explained
in the figure, it can be possible by single ques, multiple ques, parallel lines, multiple
servers, designated line etc. In each case, the customers wait to get their services. It is
also very challenging to keep the customers occupied during this waiting time. Also, the
service companies need to keep the customers informed on the time it would take while
they are waiting. It is highly and equally important to give the explanation to the
customers, the reasons for the delay. This will give more clarity and realization to the
customers.
Figure:02 Waiting line Configuration

2.5 Aviation: One of the fastest Growing Sector in India
The airlines sector of India is one of the fastest growing sectors and have changed a lot
in the last 10 years. Many old players such as Kingfisher and Jet Airways have gone
away, while the new one such as Indigo airlines has grown to be India’s largest airline
with over 50% share of the air travel market. This shows that the aviation in India is
changing very fast and is going to be structured due to entry of many players. During
the pandemic situations, it has not lost its shine due to the continuous support from the
Government.
Indigo is by far the largest airline in India today which includes near about half of the
market share. The other half of the Indian market includes SpiceJet, Vistara, AirAsia
India and Air India. These carriers run a diverse set of business models, with Air India
being the most legacy of the group and having the most international long-haul service.
The marketing Mix is given below,
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Product: The product here is the air transport service.
Pricing: The pricing in case of airlines based upon various combinations of routes such
as short/long distances and number of halts, etc., and categories, i.e., business class,
economy class.
Promotions: Promotion is the key point that has brought success to this industry.Some
of the prominent promotions that are found here are point of purchases, i.e., ticketing
counters at travelling agencies, online options, e.g., membership promotions, couple
tickets, tourist packages for agencies and various other individual and corporate offers
etc.
Place: Ticketing counters and delivering services are distribution channels by which the
aviation industry depends, now days, 24*7 online booking is another step for airline
booking. Taking the help of travel agencies and operators, the airline industry does lot
of business through the year.
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People: People are the key element in the service marketing. For airline, a team of
skilled and professionally trained pilots, air-hostesses, ground staff, flight attendants,
freight movers and packers, security personnel are required to manage. Also, a team of
management decision makers and most importantly, customers are very crucial for
smooth operation.
Process: The aviation industry follows certain procedures. To avail of the air services,
there is online or manual booking of tickets followed by the confirmation at the security
desks on arrival at the airport at least 2 hours before the scheduled commencement of
the journey. After boarding the aircraft, basic after sales services are provided to those
who avail of the range of services available. Besides, arranging for passenger travel post
landing to the convenient destination, arrangements made if flights are delayed or
rescheduled etc., are some of the value additions that the airline offers to provide
improved customer satisfaction.
Physical Evidence: The service itself. It may be ground and in-flight services. The
inflight services such as cleanliness, ambience etc. affects a lot to the customers.
Major areas of service encounter and requirement of service recovery are
•

Check-in

•

Customer complaints

•

In-flight meals

•

Boarding experience

•

Cabin crew service

•

Baggage arrival

So, it is studied that Indian aviation industry adopts new strategies to manage the
service recovery. There are many points that are very sensitive to the service providers
to check, take remedial actions to manage service recovery process.
CASE INSIGHT 2.1
BIG BAZAAR, ‘NAYE INDIA KA BAZAAR'

Big Bazaar is an Indian retail company who has hypermarkets, discount department
stores, and grocery stores format of retail chain. This retail chain was founded
by Kishore Biyani in 2001 under his parent organization Group. It is present throughout
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India and has its sister chain of retail outlets like Brand Factory, Home Town, Central,
eZone, etc.
In India, retail sector is operating as organized and unorganized retailing. Organized
retailers are the licensed retailer. Major companies who have their retailers in this
category are Reliance, Aditya Birla, Bharti, Mahindra, RPG, Pantaloon Retail, Tata
Group, K Raheja, Lifestyle, Vishal, BPCL, Viveks, Metro and others.
Big Bazaar has positioned itself as a 'value for money proposition for Indian family'
retail store. It has shown a great example of demand and supply management. It runs
various innovative marketing strategies such as “Sabse Sasta Din”, Sabse Saste 3 Din',
Maha Bachat' etc to attract the customers and to boost the sales. The former captain of
Indian cricket team, Mahendra Singh Dhoni have previously endorsed for the fashion
vertical of Big Bazaar.
In 2020, Big Bazaar was acquired by Reliance Retail, the retail division of the Reliance
Industries.

2.6 Concept of Service Recovery
Service recovery is an important part in managing demand and supply. It is defined as
follows
‘Service recovery is a service employee’s performance resulting from a customer’s
perception of initial service delivery falling below the customer’s zone of tolerance’
Zeithaml et al. (1993).
It is necessary when there is a failure in service delivery by the service provider. In this
case, the perceived service quality of the customers falls below the customer
expectations. This may lead to a negative feeling about the company and creates
mistrust in the customers mind.
Service recovery is the focus point in case of service delivery. If the customers are not
happy, they will switch and the cost of acquiring the new customers is a challenging
task for the marketers. It may become easy to retain the existing one. However, it is
found that the cost is five times more to acquire a new customer.
Thus, the firm must take adequate precautions to manage the service recovery in such a
way that in future, this may not be repeated. Proper training and continuous monitoring
is one of the ways by which they can be maintained in the long run.

2.6.1 Importance of Service Recovery
Service recovery has lot of importance from both customer and company point of view.
Some of them which are visible in our day today life is given below,


Create positive impression on customer’s mind: This is a fact that quick service
recovery has a positive impact and the customer spreads positive word-of-mouth
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about the company. For example, when the customers are happy with Spice jet
airlines, he/she always prefer to travel by that airline.


Increases customer satisfaction and retention:Happy customers are the real one for
the company. They will stick to the company and help in managing the services.



Helps in earning revenue and profit: Effective service recovery will help the
company to increase its revenue. Research has found that satisfied customers of the
company can tell to average of nine people where as dissatisfied people can tell the
responses to an average of 22 people. The satisfied customers definitely will spend
more money with the company which will boost the revenue and profits of the
company.



Reduce the Operational costs: The customers, who are satisfied with service
recovery, always help to the company in managing their service in a peak period.
For example, in case of overcrowding or rush situations, the customers come in a
systematic manner in a line and avail their services.

2.6.2 Few Tips for Service Recovery

• Quick and timely action: The people, systems and processes inside an organization
must be equipped for quick responses and actions.

• Encourage customers to share their views and complains, if any: Sometimes, the
service providers feel that they are right and the customers are not OK in their
approach and views. So, this has to be removed from the mind of the service
providers and should give chances to the customers to express their views and
complains, if any. Regular feedback from the customer is one of the ways by which
this can be minimized.
• Training to the people or staffs engaged in service delivery: This is a continuous
activity that must be carried out by the service providers. For example, in case of
aviation industry, the air cabin crew and air hostess need a continuous training to
deal with different passengers. Also, find out the range of actions alternatives the
employees can exercise. Employees must be empowered. On the other hand,
unprompted and unsolicited employee action is, however, less subject to
management control. The only solution is to hire employees with interest and a
strong service orientation.

• Employee courtesy and behavior: The employee who are engaged in service delivery
should carry a descent behavior to the customers. They must have a strong patience
to understand and listen to the customers. Their dress up and nonverbal
communication needs to be lined up with customers expectation.
• Empower customers:Sometimes, customers must be given a chance to manage their
services.
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• Timely personal communication with customers: The service providers must search
the important information that is required to the customers and should disseminate
that
 Introspect and document the service failure: Customers' unhappiness must be swiftly
recognized by personnel as well.
 Fairly treatment to the customers: Customer treatment must be consistent with the
principles of service delivery and management. Based upon fairness outcomes,
procedural outcomes and interaction outcomes, the customers should be treated
accordingly.
 Learn from lost customers and from your own recovery stories.: Many organizations
in service sector learn from their own mistakes and takes necessary steps in the next
interaction with the customers. For example, Smart organizations like Blue Dart
Courier company learn from their mistakes and prevent them from happening again.
They document all the concerns and other cations associated with it and find the
major reasons for the service failure. Not only that, they also address these issues as
soon as possible to manage their lost services.
 Providing the service guarantees: This is very important from the customer point of
view and gives satisfactions them. They feel that they will be easily recoverable due
to the guarantees associated with it. A good guarantee forces the company to focus
on its customers and sets clear standards for the organization. It helps to retain the
loyal customers as the failure is recovered instantly. It also enhances the Employee
morale. Finally, a service guarantee reduces customers’ sense of risk and builds
confidence in the organization.
CASE INSIGHT 2.2
IndiGo : An Emerging Airline in India

Odisha State Open University

25

Bachelor of Business Administration (BBA)

IndiGo was launched as a low cost air carrier with its headquarter is at Gurgaon,
Haryana, India. it is steered by visionary entrepreneurs like Rahul Bhatia and Rakesh
Gangwal in the year 2006, who started the company with an investment of Rs 350 crore.
IndiGo is India's largest passenger airline with a market share of 57% as of August,
2021. IndiGo has a total destination count of 95 with 71 domestic destinations and 24
International.
The major differentiating factor for this airline is its brand new and clean planes.
Punctuality and quick turnaround times are other deciding points where the customers
choose indigo airlines for travel. Indigo reported in its financial report of 2019-20 that
its Passenger ticket revenue increased by 25.0% from Rs. 251,576.91 million in FY
2019 to Rs. 314,470.59 million in FY 2020.
Technology is the key pillar in IndiGo’s strategy to achieve operational excellence. STT
GDC India has worked closely with IndiGo and provides complete data center solution
to meet its overarching need for high uptime, availability and security.
Indigo always adopted the basic principles of service marketing which is training to its
own employees and empowering them to handle the crisis. The company believes that
the employee should be courteous and need a hassle-free place to work. If they are
highly engaged and motivated, it will lead to higher levels of customer service. The
company has introduced the state-of-the-art ‘ifly’ facility which is designed to deliver a
real-time training experience to all the new recruits. This training facility is considered
to be one the best aviation training facilities in India. With the people-friendly culture,
the airlines continuously help the company staff to manage their work-life
balance. Indigo got the award such as ‘Companies with Great Managers’ and ‘Great
place to work - Certified’ in 2021 to attract talents from the open market.

(Source: Website of Indigo Airlines, www.goindigo.in)

As a strategic initiatives, Indigo gives high importance to three pillars of success; low
fares, on-time, and hassle-free experience. Indigo prefers to keep it simple and exploit
the advantages of being a low-cost carrier and low maintenance cost due to newer and
single type aircraft strategy.
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2.7 Empowerment in case of Service Recovery
Empowerment is essential to take right steps in case of service recovery. Both the
employee and customer need to be empowered and they have a distinct role in service
delivery. So, the role of employees as well as customers is to be decided by the service
providers so that they can deliver well.
 Empowerment to Employees: In case of service industry, the employee satisfaction,
customer satisfaction and profits are interrelated. Their perception to service quality
is influenced by the intervention of employers and customers. Sometimes, it may
raise to conflicts between their reporting officers and customers. These employees
work beyond their physical and emotional skills to deliver the best service to the
customers. For example, if a passenger tells to the lady air hostess that “you smile,
so that I will smile”. Later on, he/she can lodge a complaint regarding that. It may
create an uncomfortable situation to the employees. So, this type of situation can be
avoided by proper human resource strategies which are given below,
a) Hiring right kind of people
b) Provide them needed support system
c) Develop the people by virtue of training and exposure
d) Reward and retain the best people
• Empowerment to Customers: The customers have a bigger role in service recovery
and design process. They must be empowered to know their expectations and must
be treated as productive resources. Technology has helped a lot to the customers in
managing the service quality. Some of the common examples where we find the use
of technology which is of self service oriented by the customers are
• E-commerce, especially Internet based shopping.
• Automated filing of income tax and other legal claims
• E-ticket for Railway and airline reservations
• Online trading
• E-auction participation
• ATMs
• Distance education
• Tracking of bank accounts and transactions
• Internet information search (Google and other search engines)
The role of customers’ needs to be explained to them so that they can help to oneself
and to the others. Good customers should be rewarded and promoted. Training and
education are a continuous process where the companies try to involve the customers
and make them understand about their role in the service delivery.
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Sometimes it is very painful to manage the difficult customers. For example, if there is
any problem with the bank account of an illiterate farmer, the bankers took lot of time
and steps to make him/her understand in comparison to a chartered accountant, who is a
qualified one in this area.An educated housewife could be helpless inside an ATM
kiosk, if there was a system failure. In this case, it is very difficult to make her
understand about the technical issues that has occurred.
Hence, it is understood that both customer and employee have a greater role in service
delivery, recovery and quality management.
CASE INSIGHT 2.3
BLUE DART: THE SUCCESS STORY OF CUSTOMER SATISFACTION

(Source: Website of Blue Dart, www.bluedart.com/milestones)

The company was started as a partnership firm by Tushar Jani and his friends Khushroo
Dubash and Clyde Cooper in November 1983. Finally, the company was registered as a
private limited company with the new name Blue Dart Express Pvt Ltd in 1990 and
became a public limited company in 1994. The company has the most extensive
domestic network covering over 35476 locations in India.
The company had a lot of customer-centric products such as Voice Dart, Power Dart,
DartCollect, Dart Apex, etc. and was one of the first courier companies in India to
have tracking mechanisms. It was famous by the customers due to its hub-and-spoke
system of distribution. The company has focused on technology and e-commerce. In
order to expedite the digital application, it launched the ‘My Blue Dart’ mobile
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application. In 2010–11, it introduced ′cash on delivery (COD)′ option to its customers
for its courier services. In the year 2004, it was acquired by the German Company DHL,
however the company still operates as an independent brand that provides a range of
domestic and international express services.
In the period of Pandemic 2020, Blue Dart played the role of the Trade Facilitator to the
nation and ensured to supply both essential and non-essential items and remained
operational during the nationwide lockdown period. It also supported the Government
of India’s ‘Lifeline Udan’ initiative. It came up the Temperature Controlled Logistics
solution to support the delivery of the Corona vaccine against COVID-19. It has got
many rewards and recognition such as ‘Top 50 of India’s Best Companies to Work For 2020’, 'Most Trusted Brand' by Readers' Digest and ‘Super brand” in the year 2021. So,
the company has occupied a distinct place in the mind of consumers by providing the
variety of products and services in the courier and logistics segment in India.

2.8 Let Us Sum Up
In this Unit, we have discussed about the following things,
 Concept of demand and supply
 Issues with the demand and supply
 Strategies to manage the demand and supply
 Application in case of aviation industry
 Concept of service recovery
 Importance of service recovery
 Strategies for service recovery
 Case studies where the service recovery has applied.
 Marketing mix in case of aviation Industry

2.9 Check Your Progress and Possible Answer
Q 1: What happens when there is excess capacity in service ?
Q 2. Define Capacity constraint in case of services.
Q 3: State True or False
a) Providing guarantees can help in service recovery. True/False
b) Taking delay action can improve service recovery. True/False
c) Service recovery has impact to profits.

True/False

Q 4 : Fill up the gaps
a) Online ticketing system service is a high customer ---- Service.
b) -----strategies are practiced by the company when the demand and supply are not
matched.
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Possible Answer
Ans to Q No 1: Here the demand is below the optimal capacity. This is a case of
underutilization of resources such as labor, equipment and facilities. It is a situation
where the service providers have invested the money by, they are not utilized.
Ans to Q No 2 : Capacity constraints is a situation where the service provides resources
are limited in comparison to the demand raised by the customers.
Ans to Q No 3 : a. True

b. False

Ans to Q No 4 : a Participation

c. True
b. Waiting line

2.10 Model Questions
Q 1: Discuss various demand aspects in case of services.
Q 2: Explain various situation where the demand varies with respect to constraints .
Q 3: Discuss various issues that are found in demand and supply management .
Q 4: Illustrate the strategies adopted by the service companies to meet the demand .
Q 5: How the airline companies manage their demand and supply ? Explain with
examples.
Q 6: What do you mean by service recovery ?
Q 7: What are the importance of service recovery for the marketers?
Q 8. Explain various strategies adopted by the service providers to manage their service
recovery.
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Unit -3
Relationship Building
Structure :
3.1 Learning objectives
3.2 Relationship Marketing
3.3 Customers and the levels of relationship
3.4 Goals of relationship Marketing
3.5 Strategies to build relationship
3.6 Relationship bond
3.7 Challenges in Relationship Marketing
3.8 Life time value of customers
3.9 Service Culture
3.10 Marketing in Non Profit organizations
3.11 Managing customers value
3.12 let’s sum-up
3.13 Check Your Progress and Possible Answer
3.14 Model Questions (long answer type)

3.1 Learning Objectives
This unit aims at providing the concept of relationship marketing in service and it
importance in service.
After reading this unit, you will be able to understand:
 What do you mean by relationship marketing?
 What are the benefits that the firms and the customers get due to the relationship
marketing?
 How will you build the relationship with both customers?
 What are the challenges the service firms face in building the relationship?
 What do you mean by service culture?


How will the service organizations manage the customers value?



How the nonprofit organizations are building the relationship?

3.2 Relationship Marketing
Building relationship with the customers is a very important activities for the service
marketer. It is beyond the traditional marketing. Many companies believe that it is just a
philosophy of doing business. Companies like General Motors, Citi Bank and Fortune
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group considers it as a strategic orientation. A good relationship with the customers
keeps the current customers and future prospective one in a happy and delighted mode.
Relationship marketing has evolved over a period of time with the focus is on customer
acquisition. However, it is observed from the practical world that companies give more
importance on customer acquisition and forget about retention. In a competitive world,
getting a new customer is really a challenging task. So, retention a is an easier and better
solution. Otherwise, it will create a hole and continues to drain the customers. For
Example, Hotels are offering various personalized services and rewarding loyal
customers to increase the relationship marketing. They develop the relationships with
incoming guests to maintain their loyalty towards them. Hotel Taj Group is offering
member special privileges, exclusive offers for members. Hotel Oberoi and Resorts has
special offers on stay, dining and spa.
CASE INSIGHT 3.1
REALTIONSHIP BUILDING AT HDFC BANK

HDFC bank was the dream and journey of Aditya Puri. Under his leadership, HDFC
Bank has been one of the biggest success stories of India Inc in the past two decades.
As a startup, he transformed into a national level Banks and later on occupied as an
industry leader in the entire Banking industry in India. Today, the Bank, leads the
industry in terms of market capitalization and manage to get profit by a long margin.
In order to attract the customers in the competitive environment, the bank has
introduced CRMNext, a customer relationship system to track the complaints and issues
o the customers. The bank has a good customer care channel and interacts with the
customers in a regular basis. Apart from branches, the bank has introduced call center,
mobile, internet and Interactive voice response (IVR) to take care of customers and to
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provide good service. Because of his constant touch with customers, it has established a
good brand in the minds of the customers. So, HDFC Bank is one of the fastest growing
service organization in India who has practiced the concept of relationship marketing in
the organizations to attract the Indian customers.

3.3 Customers and Levels of Relationship
Building Relationship with the customers depends upon the types of customers, that the
service providers are coming across. In some cases, like known faces, it becomes little
bit easier while for the new customer and difficult one, this task is more exciting and
challenging. So, it is important to understand the types of customers that normally
encounters with the service marketing. They are


Customers as Strangers:This class of customers have not aware of or, perhaps,
have not yet had any transactions or service interactions with the firm. They
have no relationship with the company or their employees. The firm must take
serious and innovative steps to connect with such customers and to acquire for
their business.



Customers as Acquaintances: Those are the customers where awareness and trial
with the provider have been achieved. Once, it is happened, a familiarity is
established which creates the basis for an exchange relationship. The company
should try for repetitive interaction with such type of customers. Awareness
among them can be created by using effective sales and advertisement strategies.



Customers as Friends: This a more comfortable and developed stage. They try
to purchase the goods and service from the firm, considering the value towards
it. The transition from acquaintanceship to friendship requires the development
of trust in the minds of the customers. This is crucial for the service providers
and the organizations must try the retention strategies. Due to the friendliness,
the customers try to know the company and their services in more detailed ways.



Customers as Partners: This the advanced stage of building relationship.At the
partnership stage, the firm has the ability to organize and use information about
customers more effectively than competitors. Here the relationship has advanced
with a clarity and purpose and both parties respect each other with deep
appreciation. However, in order to continue to receive such benefits, these
customers generally must be willing to pay a price premium or to commit to the
firm for an extended period of time. At this stage, the firm must concern to build
a strong relationship and to enhance. Slowly, they become the loyal customers
and helps to the organizations by providing many valuable information about the
customers expectation and need.
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3.4 Goals of Relationship Marketing
The goal of relationship marketing is to build a customer base over a period of time who
will be profitable to the company. Relationship marketing also understands the
dynamics from a customer perspective and then aligns strategies which meet customer
expectation. It tries to cultivate customer loyalty. It gives reputational, psychological
and social benefits.
Customer retention is another area of customer relationship management. The figure
below explains the ladder structure of relationship marketing. It has four major goals are


acquiring the customers,



satisfying them by providing products and services,



retaining the customers through the process of good customer management



enhancing their value.

3.4.1 Benefits of Relationship Marketing
Relationship marketing has lot benefits toboth firm and customers. During the process
of building relationship, boththe firms and customer also learn mistakes and later on
rectify them. So, it very important to understand the benefits in detail.


Benefits for Customers: Relationship with the customers no doubt will increase the
value of the customers. They feel that they are the part of the organization, or “one
Family”. The product and services, they use do not complain too much and takes
care of the damage, if happened during the process.
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In addition to this, it builds confidence in the minds of the customers regarding the
product or services that the company is offering to them. They are very sure about
the company and show less anxiety. Trust is another component that automatically
build in the mind of the consumer. As we know that human beings do not change
the service providers frequently like the products. So, this trust that develops in their
mind, gives a greater mileage and the customers think to continue with the present
services. Because of this, the service provider also feels great and confident about
handling or servicing such type of customers.
It is observed that over a period of time, the customers become loyal and build the
social bonding with the service providers. As the customer is more familiar, he/she
always take the support of that service providers which he/she had experienced.
Personal relationship also continues with ethe service providers. Sometimes, the
customers get special treatment in terms of price or deal as offered by the company
from time to time.


Benefits for Firms: The first benefit, the firm gets is the economic benefit. It
increases the profit of the firm. On the other hand, it also increases the number of
customers that the firm expects within a particular business or financial year. The
cost also slowly decreases. Both the marketing and administrative cost that is
normally incurred during the operation are reduced over a period of time. The time
to manage a customer is also drastically lowers and the organization spends more
time for the new customer to acquire and to do the business. So, this time cost is
really a great asset for the firms to think for new business or new creativity ideas.
The long-term relationship with the customers changes the behavior of the
customers. They always show a positive attitude and behavior to the company. They
spread the positive words of mouth to their friends, relatives and any other people
they come across with their surroundings. This helps the firms to get a good
advantage. For example, if a student from the University gets a good placement,
he/she will always give a positive news among their friend s and other people who
want to take admission in those educational institutions. In some cases, the customer
voluntarily helps to the other customers and gives a relief to the service providers.
Another behavior that is visible is the mentorship of the customer to the other
customers. For example, in a hospital situation, the patient who is serious or needs a
counselling, is provided by the other patient. So, the firms get a good advantage due
to the behavioral changes that is seen within the customers because of the relations
marketing.
The firm also benefit from the human resource management point of view. The
employees can get relief from the job and they easily perform their job. As such, they
may not come across any big hurdles during their interaction with the employees.
They employee also derives the social benefits. Due to the strong relationship with
the employees, the service delivery to the customers may happen in a smart way. For
example, if a patient visits a hospital regularly for a particular medical service,
he/she is well acquainted with the process and the system that has to be carried out to
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get the service from the company. So, in that case, they may not face any difficulties.
The third point is the customer retention. Of course, it is evident from many good
companies that retention of the customers due to the strong relationship between the
company and the customers.

3.5 Strategies to build the relationship
Service Marketer uses various relationship development strategies. They are explained
below, Core service provision:The first one is to provide the core services. The
company must decide the minimum core services that is required for the customers.
These services are to be delivered to them with minimum time and with good quality.
Of courses, it will vary from one service providers to others. It is really a bare need that
every customer expects from the service providers. For example, in an education
institution the core service is the teaching. If the quality of teaching is good, the
students, parents and other stakeholders feel good about the organizations.
Switching Barriers:The second one is the creation of as a strong switching barrier. If the
barriers are a strong one, the customers find it difficult to move to the other companies.
This can be done by two different ways; one is through customer inertia and other by
managing switching cost. In case of service organizations, it is found that many things
are to be changed when the customer are not happy with the service delivery. It should
not be continued as such and need a corrective action as early as possible. The firm
must visualize the perceived effort that is required to recover the service delivery. In a
situation, where the customers feels that it will take more time and process to change
from one service providers to others, he/she may change the decision and may continue
with the existing service companies.
The cost involved in switching one company to others is also another point that needs to
be taken care of. This may ne monetary or non-monetary. In case of monetary,
definitely, the customer will review the decision again. Also, the cost can be with
respect to time, labour or money. Normally a customer continuing one bank, does not
want to move to other banks. In some cases, the customer also pays a penalty to switch
to other service firms. For example, if a student in the university wants to change to
other university or institutions, the semester fees or any others may not be returned to
the customer. For banks, some switching barriers could include paperwork required in
closing accounts, paperwork required in opening new accounts, learning new
procedures for taking out loans, and ordering new checks etc. Similarly in case of a
mobile telephone services, switching barriers might include a fee for early termination
of the contract, purchase of a new telephone, notifying friends and family of a new
telephone number etc. For universities, switching barriers might include application
fees, higher tuition costs, loss of credits that do not transfer between universities, and
time required to develop new relationships. The third one is building the relationship
bonds.
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3.6 Relationship Bond
Service marketer develop relationship strategies to retain the customers by various
levels. In the first level, they make the financial bond. In the second level, it is social
bond, in the third level, it is the customization bond and in the final and fourth level, it
is the structural bond.
Financial Bond: As the terminology says, here the customer is tied to the firm
primarily through financial incentives such as lower prices for greater volume purchases
or lower prices for the longtime customers. For example, in case of education sector, the
admission team gives the rebate in the admission fees of the students based upon
various schemes launched by them. Frequent flyer programs by the Airlines industry are
another financial incentive that attract the customers.
This program poses various challenges to the service providers. Here, the organizations
must be financially sound to maintain that in the long run. Otherwise, it will again
demotivate customers. It can be easily copied by other players. This can be strategically
managed by three means, such as
 By providing Stable pricing
 Giving rewards on the volume as well as on the frequency
 By the process of cross selling and bundling
Social Bond : This is the second level where marketers apart from financial incentives,
concentrates more on personal relationship. They understand the needs and wants of
their client very well and think for suitable interaction with the client. For example, in
education industry, they ask various personal information and try to gauge the eligibility
for the students to take admission in a particular program. A dentist, who takes a few
minutes to review her patient’s file before coming into the exam room, can talk to the
client regarding his personal information such as occupation and family members etc.
So, social bond can be thought of by the following wats,


Making continuous relationship



Building personal relationship



Making social bonds with the customers

Customization Bond : Individual approach and solution is another area where the
companies give the thrust to build the relationship. Though, it is a challenging one, the
companies use two common approach such as mass communication and customer
intimacy to make the customization bond. So, it is a “one-to-one” solution that fit the
individual customers’ needs. Regular anticipation and innovation in service also helps to
construct the customization bond.
Structural Bond: This level is the combination of all the previous three bonds. It is
very difficult to imitate by the service providers. Here, technology played a vital role.
For example, nonprofit organizations take up more projects in their area to keep in
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touch with their client or beneficiaries. They adopt very personal and individual ways to
build the relationship. So, structural bond can be possible by,
 Suitable integrated information system
 Shared processes and equipment’s
 Joint investment

3.7 Challenges in Relationship Marketing
Relationship marketing invites many challenges. Some of them are very popular in our
day to today life. It is also another fact that customers are always not right. Whatever,
they expect from the organization may not be possible to provide them and to satisfy
them. So, all customers are not same and need different strategies to handle them.
Hence, building relationship is not possible and feasible with all customers.
The second aspect is targeting to the wrong segment. When the company plans to target
to a segment which is not fit to its bundle of services, then, it becomes very difficult to
build relationship with them. For example, in an education system, if a faculty member
is not able to understand the different segment of the student in the class, then it will be
a difficult task to manage.
It is observed that building relationship with the customers is profitable in the long run.
In the long run, their expectation from the company increases. In case, the company
does not fulfill that, then there is a risk to the company.
Sometimes, it is very uncomfortable to manage a wrong customer. They neither
understand the process, product and other activities in the system nor co-operates with
the company to manage the services. This scenario of getting a wrong customer is not a
healthy situation for the organizations. In some cases, it is observed that companies do
not take interest to continue with the existing customers and try to fire them, for
example, In India companies like Ola and Uber do lot of survey by taking the support of
their drivers to know the wrong customers and try to be away from them.

3.8 Life time Value of Customers
Customer’s life time value is also otherwise known as relationship value of customers.
It is a concept where the profitability contributes to the company by the addition of the
customers to the company over a period of time. Customer lifetime value (CLV) is a
measure of the total income a business can expect to bring by adding the customers as
long as that the customer is in active with the company. It is also a calculation where
there is financial implication by losing a customer from the company. The companies
try to find out the real value they are losing or the value that they are adding to the
system. This is practiced by the company due to good accounting procedures with the
latest technology.
The life time value as we discussed above have a linkage to the profitability. So, it is
always better to find various classes of customers who may be beneficial to the
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company in the long run. Also, in terms of profitability, they must be categorized as into
four tiers, such as
a) Platinum tier: This is the most profitable customers for the company. They
come in the top of the mind of the service providers. They normally are not price
sensitive and do not complain against the company or its service delivery. They
are the heavy users for the firm’s service and try to be connected with the firm.
b) The second category of customers are the customers who comes in the gold
tiers. They are not like the previous one and are not so profitable to the
organizations. The reasons may be due to their loyalty to the company which is
not as much as high as compared to the platinum tiers. If there is an opportunity,
they may switch from one company to others.
c) The iron tier category of customers are the customers who uses the services on
their special occasion or situations. They are not the regular users for the
services and are not profitable to the company like the platinum and gold
category of customers.
d) The customers in lead tiers are not profitable to the firms and they utilize the
firms’ resources.

3.9 Service Culture
In the service organization, the employees have a bigger role in service delivery. On the
other hand, it is highly influenced by the culture of the organization. Culture in an
organization is a “system of shared values and the beliefs that the employees and other
member of the organization carries, practice, obey and exhibit in the organization”. In a
simple way ‘it is the way; the members of the organizations do the things around them’.
A more conceptual definition is given below,
“A culture where an appreciation for good service exists, and were giving good service
to internal as well as ultimate, external customers, is considered a natural way of life
and one of the most important norms by everyone in the organization.”
- Christian Gronroos (1990)
A strong leadership in the organisation creates a good service culture. Their integrity
and values reflect the behaviour of the employees. For example, in the University, if the
top authority maintains the punctuality, the other employees imbibe that culture.
Service culture cannot be developed suddenly. It needs internal marketing and good
human resource management over a period of time. For example, companies like FedEx
and Disney have established a good service culture. In India, the Tatas, Birla’s are well
famous for its good culture. Also, this culture has to be transported to the other regions
or entity where the service is delivered. So, Service culture has an impact to the
employees in the organisations who in turn engage in service delivery to the customers.
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3.10 Marketing in Non Profit Organizations
Nonprofit organizations (NGOs) are the organizations where the relationship and
service marketing are well reflected. Their main motto is to achieve the objectives and
goals. They are not much more focused on profit, market share, and return on
investment. They mainly concentrate on their projects and try to satisfy the target
market through their facilitates and field vel workers.
Product: The products of the non-profit organisations are not profit oriented. They have
a complex product that may have only indirect benefits and elicit very low involvement.
Products are typically a weaker unique selling proposition, i.e., weaker direct benefits
making it more difficult to direct customer or target audience behaviour in the way
desired.
Price: Price as a marketing mix has a different context and meaning in case of nonprofit organisations. this important component of the marketing mix has different
connotations in not-for-profit situations. prices only indirectly related to the exchange
between the producer and the consumer of services. For example, in a political
marketing and Govt. projects, it is very difficult to understand the price.
Segmentation, Targeting and Positioning: Nonprofit organizations is more concern
with services and social behaviors rather than manufactured goods and profit. In the notfor-profit environment, it may be necessary to develop a campaign to drive behaviour in
all targets rather than a specific audience which is different to the commercial markets.
For example, Abolition of child marriage, awareness about deforestation programme,
road safety campaign etc. might seek to encourage all adults, rather than a specific
audience, to drive at the speed limit.
Relationship building and Involvement: Involvement is critical to build the
relationship. Here people engage with the purpose of charity of social service. Since the
products are beneficial to them, people working with this organisation build more
involvement in implementing the projects.
Promotional tools: The organisations use various promotional tools to get approach to
such involvement. They try to get funding from various sources. Some of the popular
sources are door drops, Press/magazine inserts, mails, Direct response TV (DRTV),
Face-to-face donor recruitment, Face-to-face donation solicitation, corporate donations
and providing gifts.
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CASE INSIGHT 3.2
OXFAM: BUILD THE RELATIONSHIP AND SERVE THE POOR PEOPLE

Oxfam is an international is an international confederation of 17 organizations working
together in over 90 countries to provide solutions to the people under below poverty
line. It also works in the area of injustice. The name “Oxfam” comes from the Oxford
Committee for Famine Relief, founded in Britain in 1942. The group campaigned
during second world war to provide food to the starving women and children in enemyoccupied Greece.Since 2008, Oxfam India has started fundraising operations in India,
which helped in spreading awareness among the common people.
Oxfam uses various channels for reaching potential donors, such as face-to-face
meetings and telephone calls. The use of social networking channels such as blogs,
Facebook, and Twitter etc, helps the organisations to a greater height to build the
awareness. They also use social networking channels such a Facebook, twitter and
Blogs to communicate to their donors updated about the new projects and initiatives
taken by the organization.
Oxfam India applies mainly the advocacy campaign and public engagement efforts. It
also partnered with more than 89 NGOs to reach to their beneficiaries. Because of its
strong network, it reaches to near about 100 districts in India. Public health promotion
facilities such as health, hygiene and sanitizations are the key areas where Oxfam
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utilizes lot of money to improve the standard of living of the people in that locality.
They also target to the youth for social change process. Oxfam India ensure that the
poorest communities have equal opportunity, equal wages for work, and equal right
over resources.

3.11 Managing Customer Value
It is a very difficult task for the company to manage the customers value. The value is
an estimation by the customer with respect to satisfaction of their needs by using the
products and services. In a competitive scenario, customer always compares with
respect to others and try to judge the value. It is a relative term where the customer
associates to its need, expectation and finally satisfaction. Sometimes, the costumers
calculate the value comparing the costs and their alternate solutions available to it.
There are three possibilities can find among the customers. The customer may find the
alternate offerings and out of them, one can be chosen which may give the best value. In
the second cases, the customers only expect that the need can be met but he/she is not
much more worried about the features of the services and do not want also. In the final
scenario, the customer may think to build a good and long-term relationship with the
firms. In all the cases, the challenge for the marketers is to provide the values to the
customers.
In practice, it is found that the firms generate these values by providing some extra
services in addition to the core services. Also, the organisation associates themselves
with strong brand to manage their values. For example, many Universities in India are
now engaged with the advertisements to attract the students from different parts of
India. Public -private partnership is a sustainable way to manage the customer value
where both the organisations jointly work with a common purpose.
CASE INSIGHT 3.3
KISS: AN EDUCATIONAL INSTUTUTIONS FOR MANANGING SERVICE
CULTURE

Prof Achyuta Samanta, through his institution, Kalinga Institute of Social Sciences
(KISS), is well accepted and recognized in India and outside. It was founded in 199293, when Odisha wasnot sufficient in natural resources and the economic conditions of
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the state was not up to the mark. There came the Kalinga Institute of Social Science,
popularly known as KISS as an institution with best infra structure to educate the tribal
people from the remotest location of the state and to develop their standard of living
with the socio-economic benefitsand preserving their ancient heritage and culture.
The vision of the organizations was poverty alleviation, prevention of hunger, illiteracy
and poor health, and social upliftment. These are key drivers for the growth of the
organizations. To keep in mind, KISS provides free residence, boarding, holistic
education to the students. Starting from kindergarten to post-graduation, vocational
education,life-skills training and sports training, it has started in providing a holistic
education to the students. The sprawling campus and state-of-the-art infrastructure was
the strength of success.
KISS has maintained a good service culture. As an organization, it has equally treated
all the students and imparted quality education to them. It has shown an aggregation of
political, social and ideological context. On 26th August 2017, it became a Tribal
University. It got many rewards and recognition from various parts of the country due to
its good service to the society.

3.12 Let Us Sum Up
In this Unit, we have discussed about the following things,
a) Concept of relationship marketing
b) Benefits of relationship marketing to firms and to the customers
c) Goals of relationship marketing
d) Challenges that the service organizations face during the implementation of
relationship marketing
e) Application of relationship marketing in case of nonprofit organizations and
educational institutions
f) Understanding the concept of service culture and its application
g) Managing customers value in the service organizations
h) Life time value and the importance of relationship marketing

3.13 Check Your Progress and Possible Answer
Q 1: Define Relationship Marketing.
Q 2: State True or False
a) Relationship is an ongoing process in the organizations.

True/False

b) Satisfying the customers is a part of relationship marketing.

True/False

c) Some customers also behave as friends.

True/False
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Possible Answer
Ans to Q No 1: Relationship marketing is one of the methods of doing the marketing
activities that focusses on keeping and imposing the relationship with the current
customers with the aim of acquiring and building a strong bond with them.
Ans to Q No 2 : a. True

b. True

c. True

3.14 Model Questions
Q 1: What do you mean by relationship marketing? Explain with examples.
Q 2: Explain various benefits of relationship marketing both to firms and customers.
Q 3: Discuss the relationship between customers and various level of relationship.
Q 4: Explain various strategies that are undertaken by the service organization to build
their relationship.
Q 5: What do you mean by service culture? Explain with examples.
Q6: What are the points that the service providers to consider in building the
relationship in case of nonprofit organizations?
Q 7: How the service organizations such as University and other educational institutions
manage the customer value? Explain with examples.
Q8. Explain various types of relationship bond that are practiced by the service
organizations.
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Unit-4
Services Marketing in Healthcare
Structure :
4.0 Learning Objective
4.1 Introduction to Healthcare Industry
4.2 Product
4.3 Place
4.4 People
4.5 Processes
4.6 Physical Evidence
4.7 Promotion
4.8 Price
4.9 Check Your Progress
4.10 Model Questions
4.11 Further Readings/References

4.0 Learning Objectives
This unit aims at providing the understanding the significance of health care industry in
services industry.
After reading this unit, you should be able to understand :
 What is the healthcare industry?
 What are the different Ps in the health care industry ?
 How the 7ps impact the health care sector?

4.1 Introduction to Healthcare Industry
Services marketing help hospitals in India in strengthening the effectiveness of a
hospital. In India, more than 50% of the GDP is now accounted for by the service
sector. It is important to note that there has been high growth in hospital services in
India. There is multi-fold increase in the number of hospitals, doctors, nursing and
paramedical staff.
Recognizing the importance of this service, corporate sector is investing huge amount of
money and so it has become vital to think in terms of effective utilization, with a view
to provide effective service to the clientele and to give maximum returns on investment
to the share holders. Application of services marketing factors helps in rationalizing and
standardizing the services.
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4.2 Product
Healthcare industry is action oriented and there is a lot of interaction with the customers
(patients). When we talk about marketing hospitals, it is natural that we are very
particular about managing our services in the right way. Supportive services play an
important role in improving the quality of medicare. These services which include
laboratory, blood-banks, catering, radiology and laundry, in a true sense determine the
quality of services made available by medical and para-medical personnel. For example,
to get the best result from the Operation Theatre, it is natural that equipments are
properly sterilised. In addition, the dresses and clothes are also required to be made
bacteria free. The patients are required to wear disinfected clothes which should be
made available. The radiology department should have hi-tech facilities keeping in view
the pressure of work. Of late, we find sophisticated equipments and unless hospitals
make the same services available the same, the quality of services cannot be improved.
Hospitals have different wards i.e. General Wards and Special Wards. Certain hospitals
provide services for the family members of the patient’s such as accommodation and
catering. It is the bundling of many services into the core service. Similarly other
hospitals also offer package deals for health check-ups. Hospitals through their services
offer many choices to the patients and cover a wide range of customer needs. For
example: A multi-speciality hospital has dental department and cardiology department,
and within the dental department it has dental surgery and root canal services.
The hospitals, to differentiate themselves and their services from others use a brand
name. The intangibility factor of the service makes it all the more important for the
hospitals to do so. The product mix in hospitals in terms of its length consists of three
product lines:




Inpatient services,
Ambulance services,
Health promotion.

Each product line will have certain width – the patient services include medical/
surgical, paediatric, obstetric and cardiac intensive care and each product item will have
certain depth – for example, a hospital may have provision of 40 paediatric beds.
Various services in service mix are different in their relative contribution to the
organization. Some constitute the core service of the hospital and others are ancillary
services. The core product answers the questions like, are consumer’s really looking?
What service is really satisfying?


The core service stands at the centre of the total service. (primary service
benefit)



At the second level, the product consists of the features, quality, and styling of
the core service.



The third level of service includes augmented product.
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If the hospital offers additional services or benefits beyond the tangible services it is an
augmented service. For examples, the product mix of any reputed healthcare service
provider (hospital) may include medical and surgical services, ICU services, pain relief
services, emergency services, supporting services and special services like health check
up services and diagnostic services. Corporate services and blood bank services are the
augmented services provided by hospitals as well.

4.3 Place
In hospital marketing, access to medicare services plays a crucial role. This focuses on
making the healthcare services available to the ultimate users. In case of hospitals the
location of hospital plays a very important role. The kind of services a hospital is
rendering is also very important for determining the location of the hospital.
Unlike other service industries, in hospital marketing all efforts should be for making
available to the society the best possible medical aid and services. In a country like
India, which is geographically vast and where majority of the population lives in the
rural areas, place factor for the hospitals play a very crucial role. A typical small village
/ town may be having small dispensaries but they will not have super speciality
hospitals. For that they will have to be dependent on the hospitals in the urban areas.

4.4 People
While marketing and selling a product, customers can return the product if it does not
meet their expectations. However, in service industry like healthcare, the product is the
experience provided and depends on the people providing the service. Since customers
may not touch or feel the experience in advance, they must trust that the service will be
delivered as promised. That means organizations must ensure that what they promise
has to be delivered to the customers. When an organization does not deliver as
promised, its reputation can be tarnished which can have a strong impact on future sales.
To address the people component of the marketing mix, service delivery organizations
must ensure that the people involved in providing the service have the technical and
interpersonal capabilities and skills needed in order to deliver high quality service and
ensure customer expectations are fulfilled.

4.5 Processes
Processes address how the product is delivered to the customer. They support the
customer experience to ensure that the service is delivered effectively and consistently.
In healthcare industry, processes can be direct activities such as how customers are
greeted upon arrival, or steps taken to ensure successful operation on the right body
part. Process can also be indirect activities like back-office procedures that support the
overall hospital experience before, during and after the service. Standardizing processes
ensures that the customer can expect the same performance on a consistent basis.
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ELEMENTS DEFINITION

PARAMETERS

Product

Therapeutic
and
Providing the new services with new method,
medical services
type of expertise, quality of provided services
provided
in
with accuracy and comprehensiveness.
hospital

Price

Appropriate discount from the hospital, split
Final
cost
of
payment of therapeutic cost, lower cost in
medical services
public hospital, suitable payment method for
provided
patient, insurance type, facilities for payment.
Internal
External

Place

Environment
Hospital

and

of

Proximity to home, overall hospital layout.
Greenery and open spaces, parking for
visitors, internal decoration and beautification
of sections.

Promotion

Consulting with staff and personnel of
Promotional
hospital, providing therapeutic consultation,
activities
by publication of magazines, attractive and
hospital to attract sufficient
promotion
in
multimedia,
the patients.
reputation of hospital, physician's idea,
previous experience and awareness.

People

Trained and ethical personnel, continuous
presence of physicians and nurses around the
Staff
and
patient, technical personnel, personnel's skill
personnel
of
in their job, personnel's speed and precision,
hospital providing
personnel's suitable appearance, personnel's
medical services.
courteousness, respectfulness and good
behaviour.

Physical
Assets

All
physical
facilities
and
equipment
that
belong
to
the
hospital.

Modern therapeutic equipment, fulfilment of
different Para clinical services, facilities of
receiving and paying the cash, internet
reservation for care, transportation services
for patient.

Speed of personnel's doing job, personnel's
continuous presence even during the time
Work management shift, simplify the services providing,
Process
observance the bureaucratic discipline,
Management in hospital
precision in service providing, Getting
admission in less time
(Table 1: The Services Marketing Components in Healthcare Sector)
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4.6 Physical Evidence
Physical evidence represents the things a customer can see that impact the overall
experience. For the healthcare sector, the physical evidence includes the uniforms, the
logos around the hospital, and convenient location of refreshments and other services,
among other items. Each of these physical attributes contributes to the value of the
overall experience.
In a hospital, a welcoming environment that includes a car valet and a beautiful entrance
is only part of physical evidence. How well they navigate the layout of a delivery
organization and what they see as they move from location to another also provides
physical evidence. Clear and extensive signage as well as hallways with pictures also
creates physical evidence.

4.7 Promotion
Hospitals for promotion use either advertisement or personal relations or both after
taking into consideration the target customers, media type, budget and the sales
promotion. Besides TV, other media of promotion are to be used innovatively. Unlike
the urban area, in rural areas newspapers and magazines do not have the same impact in
conveying messages. In villages, hoardings and wall writings near the markets and
recreation centers attract the attention of villagers. The last decade has witnessed a
health, appearance and nutrition conscious population.
Word-of-mouth plays a very important role in promotion of hospitals. A person in need
of a health care service does not know for sure where to search for relevant information.
He consults his family members, relations and friends first. The patients who come to a
hospital generally have the old patients of that hospital as referrals. Word-of-mouth
plays an important role during information acquisition stage of the customers as there
are no objective performance measures to judge the various alternatives available to
them.

4.8 Price
Pricing in hospital services is generally done by keeping in view the cost of running the
hospital, the overheads, salaries of the doctors, nurses and administrative staff, cost of
infrastructure, bed occupancy and quality of service. Generally for hospitals, the pricing
is described in three heads:




Fees
Inpatient charges
Third party reimbursement.

Pricing in hospitals is largely based on costs, which are broadly divided in to direct and
indirect. Before finalizing price for service, most healthcare services providers try to
know the cost for providing those services and consider all the related components
while calculating total cost of service i.e. taking into consideration fixed and variable
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costs to determine final price. For inpatients the hospital may charge on the basis of
variable costs and based on the category of bed the patient is opting for.

4.9 Check Your Progress
1) The core service represents the centre of the total service and is the primary benefit
that the customers get.


TRUE



FALSE

2) The ___________ component of services marketing focuses on making the
healthcare services physically available to the ultimate users.


Product



Price



Place



Promotion

3) In service industry like healthcare, the product is the experience provided and
depends on the __________ providing the service.


Product



Price



Place



People

4) _____________ component of services marketing address how the product is
delivered to the customer.


Product



Processes



Place



People

5) _____________ represents all physical facilities and equipment that belong to the
hospital.


Product



Physical Evidence



Place



People

4.10 Model Questions
1. Briefly discuss the role and significance of the services marketing mix
components for the Healthcare Industry.
2. Discuss the significance of the “People” component of services marketing mix for
a Hospital and elaborate how it leads to customer delight?
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3. Discuss the important promotional tools that healthcare industry can use to create
brand awareness.
4. Briefly discuss the factors that help healthcare institutions/hospitals to derive the
correct pricing of their services?
5. Discuss the significance and impact of process design for the healthcare industry.

4.11 Further Readings/References
 Web references
1. https://businessesguru.com/page/service-marketing-fundamentals-explained113ym6sCzTK
2. http://cdvf.free.fr/phantu/study/iscid/service_marketing.pdf
3. https://www.sebokwiki.org/wiki/Fundamentals_of_Services
 Books
1. Services Marketing : The Indian Context - Book by R. Srinivasan (PHI Learning
Pvt. Ltd).
2. Services Marketing - Book by Govind Apte (Oxford University Press)
3. Services Marketing - Book by Mary Bitner and Valarie Zeithaml (McGraw-Hill)
 Online Courses
1. Services Marketing: A Practical Approach
(https://onlinecourses.nptel.ac.in/noc20_mg12/preview)
2. Services Marketing: Concepts & Applications
(https://www.edx.org/course/services-marketing-concepts-applications)
3. Services Marketing In Totality
(https://www.udemy.com/course/services-marketing-in-totality/)
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Unit-5
Services Marketing For Telecom Company
Structure :
5.1 Introduction To Telecom Industry
5.2 Service Marketing Mix For Telecommunication Organization
5.3 Product Mix
5.3.1 Pre-Paid Services
5.3.1 Post-Paid Services
5.3.3 Broadband Services
5.3.4 VAS (Value Added Services)
5.3.5 MNP (Mobile Number Portability)
5.4 Promotion Mix
5.4.1 Advertising
5.4.2 Publicity
5.4.3 Sales Promotion
5.4.4 Personal Selling
5.4.5 Word-Of-Mouth Promotion
5.5 Price Mix
5.6 Place Mix
5.7 People
5.8 Physical Evidence
5.9 Process
5.10 Check Your Progress
5.11 Model Questions
5.12 Further Readings/References

5.1 Introduction to Telecom Industry
In multi-dimensional development activities, telecommunication services play a critical
role. A well-functioning telecommunications network is an important part of the
economy's infrastructure. The use of modern marketing techniques to
telecommunication services would allow for profit generation while also making the
services more accessible to the general public.
With the increasing sophistication of telecommunication technologies, the
telecommunication companies, which is overseen and supervised as a government
department by the Ministry of Communications, now offers a wide range of services.
Telecommunications marketing is a managerial process that focuses on professionally
promoting services. Marketing specialists are in charge of managing services that
enhance the telecom service profile in order to make world-class services more
competitive on a national and international level.
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5.2 Service Marketing Mix For Telecommunication Organization
It is critical to create the right marketing mix in order to maximise the development of
marketing resources. Marketing specialists are in charge of creating effective marketing
inputs so that world-class services are delivered to various user segments in the most
efficient manner possible.
The formulation of a telecoms marketing mix is considered in this perspective. It
includes the various sub-mixes, such as:


The product mix - which covers the design of a quality services profile.



The promotion mix - which includes how creatively the telecom companies
advertises and promote their products.



The tariff policy - which allows for the design of the right tariff structure,



The place mix - which addresses the problem of processing services with the goal of
bridging the gap between services promised and services offered,



The people mix - which aims to strike a balance between performance-orientation
and people-orientation.



And finally, the physical evidence factor of telecom companies include all the
tangible factors that the customers can touch, feel and see and thus experiences the
complete services.

5.3 Product Mix
The telecommunication organizations offer multi-dimensional services to the different
categories of domestic and institutional users. Typically telecommunication firm include
a number of services such as


Prepaid Services



Postpaid Services



Broad Band Services



Dth (Direct To Home)



Vas (Value Added Services)



MNP (Mobile Number Portability)

5.3.1 Pre-Paid Services
A Prepaid mobile service is one that you pay for upfront when you purchase a SIM
Starter Kit or a recharge. Customers pay a certain amount of money before they start
using the service, which is converted into mobile credit used for:



Making calls
Sending text messages



Using mobile data
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The amount of credit available for each usage type above will depend on the prepaid
plan, and the amount you recharge. The credit will expire after a set amount of time, for
example 28 days - this is depends on the plan and recharge.
A prepaid connection can be a great choice for students and people who are looking for
budget-friendly options. This does not mean that post-paid connections are costlier (they
may get costlier sometimes). Plus with prepaid connections, you can choose plans that
fit your budget and you can recharge with the prepaid plans any time you want.

5.3.2 Post-paid Services
In a post-paid connection, users are provided with services by the cellular providers and
are then asked to pay the bill at the end of the billing cycle. Just like prepaid
connections, users can also choose from multiple post-paid plans provided by their
operators. Their post-paid bill will come under the plan they have chosen as well as
their consumption.
Post-paid connections can be better for people with fixed salaries where they can pay
their pos-paid bills easily after their salaries have been credited to their account. Postpaid connections can be the best for the people who need a stable contract with their
cellular providers and do not wish to top up every other time.
Other benefits can be that you don’t need to top-up even if you have consumed the
allotted data or calling minutes, it will reflect on your bill if you exceed the limits. So
you don’t have to worry and keep an eye on it and top up for it every other time.

5.3.3 Broadband Services
The term broadband refers to high-speed internet access. Broadband is different from
dial-up internet service for several reasons, including the following:


Broadband service provides a higher-speed of data transmission.



Broadband provides access to the highest quality internet services, such as
videoconferencing for tele-health and online education that require large
amounts of data transmission.



Broadband access is constant. It does not block phone lines, and there is no need
to reconnect each time you need to use the internet.

The DTH technology enables a broadcasting company to directly beam the signal to
your TV set through a receiver that is installed in the house. There is no need for a
separate cable connection.
In India, direct-to-home (DTH) Broadcasting Service refers to the distribution of multi
channel TV programmes in Ku Band by using a satellite system by providing TV
signals direct to subscribers' premises. For DTH connection the broadcasting company
provides a set that comprises the dish and a receiving set. The company beams an
encrypted signal that only the set installed in your household can receive and enable
viewing.
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DTH has many advantages like one can do away with the cable operator who will give
you channels of his choice and there is no assurance of quality. The quality of signals in
this case is expected to be superior since the signal is not split through a cable. By
choosing just the signals that one needs, there is a possibility of reducing your monthly
cable bill.
Among disadvantages, the biggest one is the capital cost that has to be borne initially.
Since this involves setting up of a receiving apparatus at the subscribers end, the cost
can be prohibitively high.

5.3.4 VAS (Value Added Services)
A value-added service (VAS) is a popular telecommunications industry term for noncore
services,
or,
in
short,
all
services
beyond
standard voice
calls and fax transmissions. However, it can be used in any service industry, for services
available at little or no cost, to promote their primary business. In the
telecommunications industry, on a conceptual level, value-added services add value to
the standard service offering, spurring subscribers to use their phone more and allowing
the operator to drive up their average revenue per user. For mobile phones, technologies
like SMS, MMS and data access were usually considered value-added services, but in
recent years SMS, MMS and data access have more and more become core services,
and VAS therefore has begun to exclude those services. Major value added services
used by the telecom industry are:


Live streaming



Location-based services



Missed call alerts and voicemail box



Mobile advertising



Mobile money and M-commerce based services



Mobile TV and OTT services



Ring tones



Online gaming



SMS-based services



Infotainment services



WAP content downloads



Hello tune service

5.3.5 MNP (Mobile Number Portability)
Mobile number portability (MNP) enables mobile telephone users to retain their
mobile telephone numbers when changing from one mobile network carrier to another.
Telecom operators in India such as Vodafone Idea, Jio and Airtel and different MNP
plans to attract customers to their respective networks.
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5.4 Promotion Mix
This promotion mix helps the telecom organisations in informing, sensing and
persuading the users. In this context, different constituents of promotion, such as
advertising, publicity, sales promotion, personal selling, word-of-mouth promotion are
discussed.

5.4.1 Advertising
Like other organizations, the telecommunication companies also advertise with the help
of media. All the three media, such as the print media, broadcast media and telecast
media can be used for that very purpose. While advertising, the marketing professionals
in general and the advertising professionals in particular are supposed to make the
slogans, themes and appeals more creative so that the target customers are sensitized in
a right way. The print media may be more effective since while advertising through this
media, an organization gets adequate space to inform and sense the users.
In addition, they also advertise through the broadcast media. Telecast media emerging
as the most effective media is instrumental in sensitizing the prospects. With the help of
audio-visual exposures, it is possible to inform and sense the users and the prospects.

5.4.2 Publicity
Another component of promotion focuses on publicizing the business with the support
of media personnel and opinion leaders. The telecom organizations may use this
constituent with the motto of informing the prospects the salient features of innovative
services offered or to be included in the services mix.

1.4.3 Sales Promotion
It is essential that the telecommunication organisation makes use of sales promotion
measures for promoting the innovative services, specially used by the large-sized
customers.

1.4.4 Personal Selling
Personal selling involves promoting the business with the support and co-operation of
sales people. The telecommunication companies are required to promote its business to
tap the sales potentials or the market potentials which remain untapped or partially
tapped due to a communications gap. The role of personal selling becomes important in
the context of privatization of telecom services and due to emergence of buyers market.
5.4.5 Word-of-Mouth Promotion
This constituent of the promotion mix is found based on the quality of services offered
by the service generating organisations. In the telecommunication organisations, we find
this component instrumental because the satisfied group of users would narrate to their
friends, relatives, well wishers regarding the outstanding services they experienced as a
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customer regarding the network quality and services rendered. The individuals trust on
their relatives and friends and therefore use the services as and when the circumstances
necessitate so. It is in this context that the telecom companies improve the quality of
services by the telecommunications organisation.

5.5 Price Mix
Almost all the organizations either producing goods or generating services find pricing
decisions significant to the development process. In the context of telecommunication
companies the different categories of users buy the services and therefore the
telecommunication companies are required to be more careful in setting the tariff
structure. The main thing is the designing of a rational tariff structure which on the one
hand makes the ways for profit-generation while on the other hand also make the
services affordable to the users.
The Telecom Regulatory Authority plays a significant role in making the pricing
decisions in the Indian context.
The pricing decisions and the tariff structure also depend upon the nature and types of
services offered by the telecommunications organisation. For the data and internet
services, there is a different slab and base. The revision in tariff structure, licensing fee
have a close relation with the costs of services.

5.6 Place Mix
In the place mix, the attention of telecom companies is on two important issues; first the
promised services reach to the ultimate users at the nearest location and second the
location points for the telecommunication services should be easily accessible to
customers.
Generally, cases of unplanned and inconvenient location adds to the discomfort of the
customer. The administrative offices in particular are required to be accessible. The
users and personnel working there should not face difficulties while visiting the offices.
Thus the place decision becomes important to the telecommunication organisations.

5.7 People
All human elements involved in service delivery or service assurance influence buyer’s
perceptions. The customer care team, maintenance staff, individuals representing the
organisation, the customers, and other customers present at the service centre play very
important roles in marketing a service. The private telecom companies tactically
manage this “People” element primarily through outsourcing.
The customer care and call centre personnel are professionally trained employees
provided by external agencies. Telecom companies provide exceptional backend
support for the outsourced customer touch points. They utilise IT expertise for
extending service to these touch points which is in turn reflected in their customer
service.
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Although the private telecom companies seem avoiding direct contact with the
customers, they have few experience centers or relationship centers or customer care
centers at main towns and cities which are managed by the franchisees. They explain
the product and service details with respect to code of conduct, dress code, personal
grooming, telephone etiquettes, attitude and behaviour to be displayed by the
employees.

5.8 Physical Evidence
The physical evidence is the environment in which the service is delivered and where
the firm and customer interact, and any tangible component that facilitate performance
or communication of the service. The telecom service providers are keen in proving
their presence through employee dresses, uniforms, brochures, tariff booklets, business
cards, and glow sign boards. The ever-changing tariff is immediately updated and made
available to retailers and customers. Their physical presence is evident even in the
remote corners of the country. As part of creating the tangibility, the telecom service
providers seem to offer newly introduced value added services to customers for free
trial for a limited period. This is followed by various sales promotion techniques to
enthuse the customers to become the subscribers of the services. The advertisements,
hoardings, events, and public relations also help building the physical evidence.

5.9 Process
The actual procedures, mechanisms, and flow of activities by which the service is
delivered are termed as process. The telecom service providers widely utilise the retailer
network to distribute their products and services. The process and procedures to avail
mobile connections and associated services are also laid down by the TRAI (Telecom
Regulatory Authority of India). Their retailers are motivated by trade schemes,
incentives and proper back end support to market and sell their products.

5.10 Check Your Progress
1) The actual procedures, mechanisms, and flow of activities by which the service is
delivered are termed as ____________.
PRODUCT
PRICE
PLACE
PROCESS
2) The physical evidence is the environment in which the service is delivered and where
the firm and customer interact.
TRUE
FALSE
3) The customer care team, maintenance staff, individuals representing the organisation
represent the ____________ component of Services Marketing.
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PRODUCT
PEOPLE
PLACEPROCESS
4) Which component of the Service Marketing Mix help the promised services reach to
the ultimate users and at the nearest location.
PRODUCT
PRICE
PLACE
PROCESS
5) The tariff structure decided by the telecom companies for their products represents
____________
PRODUCT
PRICE
PLACE
PROCESS

5.11 Further Readings/References
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3. https://www.sebokwiki.org/wiki/Fundamentals_of_Services
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Unit-6
Services Marketing in Banks
Structure :
6.1 Learning Objective
6.2 Introduction to Banking Industry
6.3 The Role of Services Marketing In Banks
6.4 Service Marketing for Banks
6.5 The Product Component
6.6 The Price Component
6.7 The Place Component
6.8 The Promotion Component
6.8.1 Importance of Promotion Mix for Banking Industry
6.8.2 Promotion Mix for Banks
6.9 The People Component
6.10 The Physical Evidence Component
6.11 The Process Component
6.12 Check Your Progress
6.13 Model Questions
6.14 Further Readings/ References

6.1 Learning Objective
This unit aim to provide the basic understanding of the service marketing components in
banks. After reading this unit, you should be able to answer the following questions :


What is the significance of Service Marketing in Banks?



How each component of the Service Marketing Mix play an important role in
banking industry?

6.2 Introduction to Banking Industry
The banking sector is the lifeline of any modern economy. It is one of the important
financial pillars of the financial sector, which plays a vital role in the functioning of an
economy. It is very important for economic development of a country that it’s financing
requirements of trade; industry and agriculture are met with higher degree of
commitment and responsibility. Thus, the development of a country is integrally linked
with the development of banking.
In a modern economy, banks are considered not as lenders of money but as the leaders
of development. They play an important role in the mobilization of deposits and
disbursement of credit to various sectors of the economy. The banking system reflects
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the economic health of the country. The strength of an economy depends on the strength
and efficiency of the financial system, which in turn depends on a sound and solvent
banking system.
An effective banking system efficiently manages the products and services with services
and systems (processes) thatensure that the bank is capable of meeting its obligation to
the depositors.

(Figure 1: Banking Structure in India)

6.3 The Role of Services Marketing in Banks
Services’ Marketing in Bank is the combination of functions, directed at providing
services to satisfy and delight customer’s financial needs and wants, and do it more
effectively and efficiently than the competitors keeping in view the organizational
objectives of the banks. Bank marketing deals with providing of services to satisfy
customer‘s needs and wants. Service marketing plays a vital role in bank marketing.
In case of the banking industry, customer retention plays the critical role in customer
service. Customer retention is potentially an effective tool that banks can use to gain a
strategic advantage and survive in today’s ever-increasing banking competitive
environment. The key factors influencing customer satisfaction and ensuring customer
retention for a bank include the range of products and services, fees, managing
customer’s financial goals and reaching out to the customer segments through
advertisement and promotion.

6.4 Services Marketing Mix For Banks
The service marketing mix of a bank includes the 7P’s of marketing and how the bank
creates an effective marketing mix to increase its customer base, profits and market
share.
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Banks essentially provide services to satisfy customers' financial needs and wants. To
satisfy these financial needs, customers want specific services. Service marketing mix
plays an important role in bank marketing. It consists of the various elements of a
marketing programme which need to be considered in order to successfully implement
the marketing strategy and positioning in the markets.It helps in differentiating services
of a particular bank from its competitors.

6.5 The Product Component
The product is the core benefit that a customer is buying while purchasing a product.
The core product is a vital constituent of the services offering. In the banking sector, the
core products are “deposits” and “advances”. All the banks have these two main
products and differentiation of banking services with reference to core product is
difficult to achieve. Banks differentiate their services on the basis of value added
services which mainly covers internet and digital banking services. And, customer has
to be tech-savvy for availing these value added services. Some example of value added
services are: mobile banking, mobile app banking and electronic fund transfer.
Products offered by banks are:


Saving Account



Forex Department



Current Account



Salary Accounts



Bank lockers



Deposits – Fixed and recurring



Home loan



Personal loan



Insurance- Life, health, and general insurance



DEMAT Account

6.6 The Price Component
Price in banking sector means interest rate and service charges. Prices are controlled by
the Reserve Bank of India in banking sector but limited deregulation has allowed banks
to differentiate their services on the basis of differential interest rates. Due to
complexity of pricing structure in loans, maintaining transparency without hidden
charges is an essential prerequisite for differentiating bank services.
All Banks have to follow the rules and regulations set by RBI. The main source of
revenue includes interest rates, consulting fees, and commission charges. The interest
rate must be by the interest rate set by the central bank.
The commission rates of banks are monitored by Indian Banks Associations. The
pricing policy set by the banks directly impacts, attracting the customers and the volume
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of the transaction also changes with it. All banks have to follow the regulations by the
Government of India to serve the economically backward class and senior citizens with
their plans.
Pricing in the case of services is rather more difficult than in the case of products. The
price of the product depends upon the services provided by the Bank on the respective
product to the customers.

6.7 The Place Component
Place in banking services means providing banking services at right time and
appropriate place in convenient way. Inseparability of production and consumption is
the most interesting characteristic of services. Service provider's physical connection to
the service, the customer's involvement in the service production process and
involvement of other customers in the service production process create challenges for
service provider. As income of people is rising, there is inclination towards convenience
related services. Growing demand of laundry services, housekeeping, home delivery
grocery outlets are some example of services that reflect convenience orientation of
people. When customers can't go to service provider to buy services due to time or
location, they are provided services through home delivery. While reserving a seat in
advance, customer may expect convenience from the reservation service provider.
Similarly bank customer may expect proximity of ATM or bank branch while
withdrawing money or 24X7 hours facility for electronic transactions.
Banking services delivered via the Internet, mobile phone interface, voice response
system, call centre, automatic teller machines and via face to face in a branch or visit at
customer's home not only have various cost implications for bank but also affects the
nature of service experience for the customer. If more complexity is associated with a
service purchase, customers prefer face to face interaction with service provider. For
availing loan service, customers have to rely on personal channels. Therefore
convenience of location plays important role on customer perception regarding banking
services.
Customers with higher knowledge about a service are more likely to use self-service
channels like ATM and internet banking. But, convenience is a key driver of channel
choice for the majority of banking consumers. Banks with an extensive branch office
system and ATM network would have the opportunity to attract customers who are in
convenience segment.

6.8 Promotion
Marketing communication helps in differentiating the services when there is no
perceptible difference available. Aclear focus on the interaction between customers and
promotion is an unavoidable aspect of bank marketing. Through promotion, banks
communicate their brand messages and their offers to customers. In a service setting,
marketing communication tools are especially important because they help create
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powerful images and a sense of credibility, confidence and reassurance. Without
effective communications, prospects may never learn of a service firm's existence, what
it has to offer them or how to use its products to best advantage.
In the emerging competitive markets, marketers are using promotional tools in
aggressive way to differentiate their services from their competitors. Promotion is
actually communication with customers. In banking services, it helps in communicating
with customers regarding offering new products, change in interest rate, festival season
offers, opening new branches and new service offerings or augmentations. Effective
media used by banks to communicate about its services at right time helps in satisfying
its customers.
Due to complexity of prices involved, customers are left with little choice but to interact
with employees to get more clarity. Choosing the right advertising medium by banks for
communicating its services helps to satisfy its customers. In Indian banking sector,
aggressive and attractive promotional strategies are not visualized. Most often,
important schemes are verbally communicated to customers by employees. Decision to
buy particular banking services largely depends on decision convenience provided by
employees. Notice boards at branches also play significant role in providing information
to customers.
While formulating the marketing mix, the banks are also supposed to blend the
promotion mix in which different components of promotion, such as advertising,
publicity, sales promotion, word of mouth promotion, personal selling and
telemarketing are given due importance.

6.8.1 Importance of Promotion Mix for Banking Industry


Improves the effectiveness of banks promotional campaigns. Promotion is a
crucial part of any business, so banks develop a promotion mix, putting all
efforts to make promotions at the right place, at the right time, and to the right
audience. It helps one get the most out of their marketing resources by
optimizing their budget and saving time.



Helps segment the bank customers. To develop an interesting promotion mix,
the bank needs to identify its target audience. Potential subscribers may include
various groups of people who have something in common, for example, age,
gender, preferences and they all require an individual approach. For the bank, a
promotion mix is a key method for delivering a relevant promotion message via
the most suitable channel for each segment.



Improves communication with clients. Banks develop a promotion mix trying to
speak their consumers’ language. If prepared correctly, it helps build trust
between the brand and its customers. This is a crucial factor in lead
nurturing and customer retention.



Engages Customers. Some promotions, on Instagram for example, aim to show
the product from the best angle, and others, like SMS, emphasize the advantages
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of local services. When using a promotion mix, companies define the best ways
to educate people about the products and services they provide.

6.8.2 Promotion Mix for Banks
1. Advertising. This is a non-personal promotion of products and services. Banks
use advertising as a vital tool for increasing brand awareness. Advertisers show
promotions to prospects and consumers using email, web-pages, banner ads,
television and radio.
2. Direct selling. This is a one-to-one communication between a sales
representative and a potential customer. Direct selling influences people to
decide to buy certain products or services. It is one of the most effective ways of
promoting your brand because the sales rep can tailor the promotion precisely to
those who are most likely to make a purchase. On the other hand, this is the most
expensive form of sales because companies need to pay for one person’s time.
3. Sales promotion. This is a set of short-term activities that are designed to
encourage immediate purchase. Sales promotions are a campaign that uses timesensitive offers — sales, discounts, and coupons to engage existing consumers
and bring in a larger audience. Many companies make this a core component of
their marketing efforts, though sometimes it’s the most annoying type of
communication for people.
4. Public relations. This type of promotional method determines the way people
treat the brand. Companies using PR try to build a firm and attractive brand
image by planting interesting news stories about their activities in the
media. Public relations are not fully controlled by the company, though, as some
reviews and web-pages may negatively highlight the brand. If a company
adequately solves these issues, people will reward them with positive word-ofmouth consideration.
5. Social Media Marketing
o Increasing Touchpoints: With banks having traditionally struggled with
making consumer connections, social media offers an ideal opportunity for
them to boost those connections so that customers can interact with their
banks much more flexibly, conveniently and frequently. Sharing videos on
such topics such as loans and savings can also be useful to customers whilst
further driving customer loyalty and retention.
o Building Leads: Allocating a small portion of the content published on
social-media channels to self-promotion can help banks raise awareness of
their products and offers. With a high number of affluent customers actively
looking at financial solutions on social media, failing to conduct any selfpromotion will result in missed opportunities.
o Sharing Data and Value: Social media equips banks with new data sources,
insights and ways to connect with consumers. This can help build trust
through offering deep insights in aneasier format, for example, through
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Facebook videos or Instagram photos. Such tools can also generate revenue
by educating and engaging customers by guiding them in how to use the
bank’s products and services (for example, a video on how to open and build
a savings account).
o Using Emotional Targeting: Connecting with customers’ emotions can be a
powerful strategy to retain over the long term. By emphasising that the bank
will be there for their customers through good and bad times and by
connecting products such as loans and mortgages to positive customer events
in their lives such as buying a home, family expenditures and retirement, the
emotional bond that is created between customers and banks will be more
difficult to break. Social media also allows ads and posts to be targeted
according to location, age, gender, career, education and interests, which can
allow the bank to target segments of customers on a significantly more
granular basis.
o Omni-channel Benefits: Customers interact with their banks through many
channels, with social media being just one. Banks should ensure that the
same level of customer service is being transmitted through social media as
customers will experience through other channels. Such consistency and
professionalism are crucial in building trust with the customer.

6.9 People
Successful service providers can satisfy customer's banking requirements through
human element, particularly 'face-to-face' interaction with the customer. It is worthwhile
to mention that employees' behaviour plays an important role in differentiating banking
services. Welcoming the customer with smiling face, friendliness, politeness and
understanding customers' problems have positive impact on customer perception. In
India people rely more on social bonding than individualistic approach. Business
transactions in a collectivistic culture like India emphasizing social bonding are
different from those of individualistic cultures emphasizing structural bonding.
Therefore, employeebehaviour plays a dominant role in differentiating banking services.

6.10 Physical Evidence
Tangibility is defined as the appearance of physical facilities, equipment, personnel and
communication material. Tangible indicators in the physical environment of a service
firm influence behaviour of customers and their future purchase decisions. Consumers
look at tangible elements and assume about the service firm and its performance. Better
tangible aspects of service quality of the bank branches enhance customers' satisfaction.
Apart from the physical décor of the workplace, tangible aspects also include display of
current guidelines regarding rate of interest in each investment plan, required service
charges for different bank transactions, and other facilities provided by the banks.
Physical evidence is important for banks as this is the environment in which the service
is delivered and where the bank employees and customers interact. Furniture,
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equipments, staff members, pass book, cheque book, information boards and signage
provide tangibility to banks. Customers use tangible cues to assess the quality of
services provided. Physical environment helps to distinguish a service provider from its
competitors and facilitates to influence customer behaviour.

6.11 Process
Since customers are present during service delivery, 'process' is important for customer
satisfaction. Process explains how services are delivered by service organization. If
customer does not have sufficient time, he/she seeks bank that provides effort and time
saving banking services. Process improvement has become the focal point of the service
quality revolution, because of its promptness in responding to customers than their
competitors. By improving the quality of the processes directly or indirectly, the overall
quality of the products or services can be made better.
Technology has remarkable influence on the growth of service delivery options and
banks have adopted latest technological tools to deliver their services and this has
resulted in reduced costs, creation of value-added services for customers and the
facilitation of their employees' jobs and ultimately, the provision of self-service options
for customers. Technology invasion in Indian banks started with the introduction of
magnetic ink character reader, currency note counting machine and automation of frontand-back-office operations of the branches and apps.

6.12 Check Your Progress
1) Services’ Marketing in Bank is the combination of functions, directed at providing
services to satisfy and delight customer’s financial needs and wants.


TRUE



FALSE

2) In case of the banking industry, customer ___________ plays the critical role in the
success of customer service.


Provision



Retention



Dissatisfaction



Frustration

3) The product is the ___________benefit that a customer is buying while purchasing a
product.


Core



Additional



Secondary



Unnecessary
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4) For banks, Internet and digital banking may be referred to as _______________
services.


Value based services



Value added services



Non-value based



Insignificant

5) Price in banking sector means interest rate and service charges.


TRUE



FALSE

6) __________in banking services means providing banking services at right time and
appropriate place in convenient way.


Product



Price



Place



Promotion

7) Through ________, banks communicate their brand messages and their offers to
customers.


Product



Price



Place



Promotion

8) For banks, which is the most prominent tool for increasing brand awareness?


Direct Selling



Advertising



Sales Promotion



Public Relations

9) Employees behaviour plays an important role in differentiating banking services.
Employee behaviour represents which component of the services marketing mix in
banks?


Product



People



Process



Physical Evidence

10) Tangibility is defined as the appearance of physical facilities, equipment, personnel
and communication material in the banks. Tangibility represents which component
of the services marketing mix in banks?


Product
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People



Process



Physical Evidence

6.13 Model Questions
1.

Briefly discuss the role and significance of the services marketing mix
components for the Banking Industry.

2.

Discuss the significance of the “Process” component of services marketing mix
for a bank and elaborate how it leads to customer satisfaction?

3.

Discuss the role of social media marketing as a promotional tool to build brand
awareness for banking industry.

4.

Discuss the significance of banking products and their categories and how it
impacts services marketing for banks

5.

Discuss the important promotional tools that banking industry can use to create
brand awareness.
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