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Industry veteran Laurie Young discusses the vital role of
new service design and offers a practical guide to the
process. ~1
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In today’s world, whatever market a company is in, it is likely to offer buyers a mix of
physical parts and intangible service components. The size and scope of the service element

will depend upon whether it represents an organization’s core offer, is a support service to a

product, or is part of a value-added proposition. For any type of service to deliver customer
value, however, its various elements need to be carefully planned, adjusted, and mixed to
match the needs of different customer groups. Yet, although many would agree with this
statement, very few are aware that there are well-established techniques and processes to

design a service in this way.

Called new service design (NSD), the approach can be used to create new services and rejuvenate tired ones.
NSD incorporates all service elements—physical, technical, process, artistic, human, and emotional—into a clear
value proposition. For instance, a technique called “features analysis™ (illustrated in Figure 1), is often used to
understand the features of a product. It divides propositions into three types of features: core, augmented, and
emotional. The proactive management of this mix helps managers design increasingly sophisticated versions of their
offering that help to differentiate them from the competition.
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the core feature is personal
transportation. This can be
one of the most difficult
aspects to settle—in both
product and service design.
However, getting it right
gives meaning to the entire
offer. In the second ring are
the “augmented” features.
These are the product’s
physical components
through which the designer
chooses to express and
communicate the core fea-
ture. In the briefcase ex-
ample, this might include
the options of leather,
latches, nature of stitching,

The “core” feature is the hub of the
offer and represents the prime benefit
to buyers. For example, the core fea-
ture of a briefcase is that it holds and
carries documents. For an automobile,

Figure 2

and internal construction.

For the automobile, augmented fea-

tures would include the engine, body-
work, color, and physical layout.

The outer layer—the “emotional”

features—should be designed to appeal
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Model of Service
High Product Content

Service sold as an emotional
reassurance of enduring product
performance (e.g., washing

machine maintenance).

Service Support
Infrastructure
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to buyers’ underlying (often unknown
and unarticulated) emotional require-
ments. These can be the most influen-
tial aspects of the proposition, affect-
ing buyers’ perceptions of value. With-
out emotional features, products and
services are nothing more than com-
modities—and their prices reflect this.
Although emotional elements in real-
ity are delivered through the physical
(augmented) features, the emotional
ring of the planning tool reminds de-
signers to proactively plan their pres-
ence. Designers also need to ensure
consistency with the firm’s brand val-
ues. For example, the emotional prom-
ise of a briefcase with a designer label
will differ from one with a lesser-
known label.

Using this approach, services can
be planned in detail. Figures 2 and 3
represent two types of services offer-
ings. Figure 2 represents a repair ser-
vice, in which case, it is an emotional
reassurance that customers will con-
tinue to receive the benefit of the prod-
uct, and Figure 3 represents a hybrid,
such as a systems integration project.

Linking the Tangible
and Intangible
Having decided on the details of the
proposed service offering, it is neces-
sary to plan the linkage between the
different tangible and intangible com-
ponents. “Molecular modeling” breaks
the offer into tangible and intangible
elements (see an airline example
shown in Figure 4). The outer rings
represent various aspects of marketing
such as price, distribution, and posi-
tioning. Lines interconnecting the vari-
ous elements show the interrelation-
ships between the processes that de-
liver the service.

The figure shows how the intan-
gible core service of an airline—the



flight—is carried in a tangible prod-
uct—the cabin. It also contains the in-
tangible value-added service: in-flight
care, which is judged on some tangible
components such as the meal. The ben-
efit of this technique is that it allows
the service designer to vary compo-
nents to match the requirements of dif-
ferent customer groups by adjusting the
different elements to match the needs
that are important to them.

Mapping and Designing

the Customer Experience
One of the major differences between
the purchase of a product and the ex-
perience of a service is the process
through which the buyer moves. Some
industries call it the “customer jour-
ney,” focusing on the customer’s ex-
perience and the effect of service on
the intent to repurchase. The customer
process has several components: the
sales process, the contract, the deliv-
ery, and completion. The journey needs
to be mapped and each phase must be
carefully designed. This can be done
via a technique called “service
blueprinting” (see the shoeshine ser-
vice example shown in Figure 5).

The technique differentiates be-
tween those processes customers see
and those they do not. This is called
the “line of visibility.” This separation
of front- and back-office processes has
been especially helpful in retail bank-
ing, where firms have used it to stream-
line and centralize back-office pro-
cesses, thereby improving productiv-
ity. At the same time, they have re-
cruited people into front-office opera-
tions who have strong interpersonal
skills.

An important part of blueprinting
is timing. Allocating time to each step
of the customer experience allows tol-
erances to be measured and adjust-

Figure 3
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Figure 5
Service Blueprinting
Shoeshine Service
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ments to be made. In some cultures, group.

for instance, speed is the essence of
good service, and delays drive custom-
ers elsewhere. On the other hand, some
telephone services have found that an
instantaneous answer irritates custom-
ers who value a few seconds of
ringtone to collect their thoughts.
Blueprinting allows the planner to get
the right balance for each customer

A final, but important, step in
blueprinting is the design of emergency
procedures or likely responses to fail-
ure. This is illustrated in Figure 5 as
the method of recovery from applying
the wrong shoe polish. To err is human;
therefore it pays to think of likely mis-
takes and build recovery into the ser-
vices process. It is also important to

How to complete a molecular model:

Link the elements.

A > W=

obvious.

Getting the Links Right between Tangible and Intangible
Identify the nucleus of the proposition.
Identify physical and intangible elements.

Ring the total entity and define it by its price.
Clarify its distribution method to make its relationship to the customers

6. Describe its brand positioning or public face.
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give front-line service employees clear
guidelines as to the latitude they have
in correcting errors or customizing the
process. Too little latitude will cause
customer dissatisfaction; too much will
add costs.

Ensuring and Communicating
a Genuine Value Proposition
A value proposition is an offer to buy-
ers that meets most of their buying cri-
teria at a price they regard—however
they form that judgement—as value for
money. Contrary to popular belief, in
many industries, price is not a buyer’s
prime consideration. Sometimes they
will pay more for a particular item or
will deliberately choose an “expen-
sive” offer. It depends on the value
price represents to that individual.
Most effective value propositions
evolve naturally over time. Suppliers
create an offer to which buyers re-
spond. The suppliers then adjust the
offers in response to how they see the
products being used and launch an ad-
justed mix of components. Yet, the
evidence suggests that neither the sup-
plier nor the buyer frequently under-
stands what is happening. People
make many decisions based on belief,
emotion, or impulse. They frequently
do not know, or cannot articulate,
what they want or why a particular
offer appeals to them. Similarly, indi-
viduals in the supply organization
might be unaware of the reason their
offer resonates with buyers.
Moreover, some new services fail
because they are misrepresented—not
through poor planning. A typical mis-
take is having marketing and sales lit-
erature that merely describes the vari-
ous components of the service, instead
of what is required—an attractive
proposition, clearly summarizing the
offer. Companies often get this wrong



because of a fragmented approach to
creating value propositions. For in-
stance, a project team will create the
service components, a finance leader
will agree on pricing, a sales or account
manager will work out benefits to cus-
tomers, and an advertising agency will
create the one-sentence proposition.
A more dynamic model—man-
aged entirely in-house—is needed to
turn the raw components of the service
into a unique proposition (see Figure
6). Such a model should include the
following steps:
® A clear understanding of the in-
tended buyers and their rational and
emotional needs.
* An integrated view of the practi-
cal, design, and emotional compo-
nents of the offering and their values
to buyers.
® A clear view of the benefits of the
proposition.
® A short, market-based description

Figure 6

pay a high enough price for it.

thing faster or cheaper.

cate across the board.

tors, are unclear and complex.

Six Common Reasons Services Fail

* Lack of differentiation: The service is too much like a competitor’s.
* Allowing the service to become a commodity: Customers will not

* A poor understanding of buyer needs: Customers themselves often
do not know what they want, and when asked simply request the same

® Opver-reliance on industry reports: These may be no more than trend
analyses of previous research rather than up-to-date market insight.

* The “one-off service” customized for a single client: This can be a
high-cost approach to service provision if aspects are difficult to repli-

* The lack of a proposition: Too many offers, particularly in B2B sec-

of the offering.

Managing for Better Services

Manufacturing companies have prod-
uct managers for their most important
products. These are senior managers

dedicated to the management of the
features and benefits of a product and
its success in the market. The same
approach also makes sense for services
organizations. Services managers
should have detailed responsibilities
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Developing aValue Proposition

Benefits
to Buyer

Single
Proposition

BUYER
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and sufficient authority to manage the
business plan for a particular service,
create and withdraw services, adjust
the features mix, and take responsibil-
ity for the service’s profitability. In
addition, product companies that have
moved into services have created ser-
vices champions—individuals respon-
sible for the spread of the new services
concept throughout the organization.
These tend to be senior managers, with
weight in the organization, who take
on the role of political champions for
the concept of that service. This role
has often been necessary due to the dif-
ficulty of selling new services concepts
inside a product- or sales-oriented or-
ganization. The need to get buy-in from
so many different functions and indi-
viduals makes internal marketing criti-
cal to the success of the service.

Tackling Future Needs

In a growing number of product com-
panies, the management of innovation
is often a clearly defined discipline
with well-understood principles. Some
companies manage innovation and cre-
ativity by keeping the organization
small and ensuring that the manage-
ment team stays focused on the cre-
ation of new opportunities. Other prod-
uct companies have managed creativ-
ity by using external agencies, such as
new product development companies.
There are various approaches. How-
ever, while some services companies
use innovation techniques, it is rare for
them to have established idea-genera-
tion processes and uncommon for them
to proactively set about creating ideas.
Formal schemes, such as they are, gen-
erally consist of a method of record-
ing ideas, or an escalation route to a
manager or “ideas group” for assess-

This article originally appeared in the March/April 2007 issue of Sbusiness, a publication of AFSM International, Fort Myers, Florida.
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ment of potential. But the process of-
ten breaks down after that.

Understanding the management
issues and techniques involved in de-
veloping new services and breathing
new life into existing ones should be
of far greater importance to all firms
with a service proposition. The pro-
cesses and concepts behind new ser-
vice development provide demon-
strable value. They can teach firms
valuable lessons about how to turn ex-
pertise into a much more lucrative and
competitive service offering, whether
with the firm’s core service, value-
added services, or brand-new offers.
This demands the development of a
far more formal approach to new ser-
vice design. Getting a grip on this
critical part of the business should be
high on the leadership’s change
agenda. V



