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Agenda

= Service productivity is different (external and internal productivity)
= Several strategies have been proposed to increase productivity

= Asimple and cheap strategy: Framing (opt-in versus opt-out)

= Natural field experiment: Framing increases service productivity

= Longitudinal lab experiment: Identifying the drivers of framing
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Service productivity

= Service productivity is hard to define because of the integration of the external factor
= Service productivity = revenue / [ capacity + internal input + external input ]

= Trade-off between productivity (cost-related internal efficiency) and quality (revenue-
related external efficiency)
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Leveraging service productivity
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POTENTIAL PROCESS OUTCOME
- Information - Integration - Quality-control
- Forecasting - Information - Cost-control

- Connecting actors

- Resource-planning

- Connecting actors

- Reputation-management
- Standardization

- Customization

- Modularization

- Customer-retention

Fraunhofer IAO (2013), The strategic partnership ,Productivity of services”

- Qualification - Connecting actors
- Flexibility - Process-optimization
- Signaling - Scaling
- Yield management
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Power of framing

= People hardly deviate from a given default (opt-in versus opt-out)

Famous example: organ donation (Johnson et al. 2002)
= Germany (opt-in): 12% participate in organ donation

= Austria (opt-out): 99% participate in organ donation

Further examples: retirement savings (Carroll et al. 2009), investment decisions in the
US mutual fund market (Kempf and Ruenzi 2005), participation in web surveys (Jin
2011), car configuration (Park et al. 2000) or tourist packages (Jin et al. 2012)

Consumers may know the effect of default setting by firms. Defaults can be ill perceived
or even backfired (McKenzie et al. 2006, Brown and Krishna 2004)

Question: Does the decision architecture, e.g. opt-in versus opt-out, influence internal
and external efficiency in a service process?
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How framing works

= Transaction costs

= Prospect theory

= Loss aversion

Transition Costs

= Anchoring

= Recommendation by the service provider

= Marketplace metacognition

Psychological Aspects /
Cognitive Misperception

Possible Moderators:

Response Mode Compatibility (Shafir 1993, Irwin and Naylor 2009)
Commitment (Park et al. 2000)

Regret Avoidance (Ritov and Baron 1998; Park et al. 2000)
Magnitude of Preference (Park et al. 2000)

Megatively Emation Laden Attributes (Luce 1998)

Implicit Information

MNumber of Alternatives (Samuelson and Zeckhauser 1988)
Cognitive Constraint (Biswas and Grau 2008)
Hedaonic vs. Utility (Dhar and Wertenbroch, 2000)

Credibility of the service provider (Brown and Krishna 2004)

Psychological traits
% et al. 2011, Chernev 2009, Mourali and Nagpal 2011) /

UNIVERSITAT LEIPZIG

SERVICE MANAGEMENT

\4

Effect of
default
setting

\

~ Fraunhofer
MOEZ




Framing and service productivity

= Research question: Can framing improve service productivity?

= Hotel setting: How do hotel guests react if the cleaning is changed from opt-out to
opt-in with respect to the amount of cleaning (internal efficiency) and customer

satisfaction (external efficiency)?

Internal
Efficiency

v

External
Efficiency
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Natural field experiment

Changing the cleaning service from opt-out to opt-in

Conducted in a central budget hotel in Leipzig, Germany

Three experimental groups:
= Group 1 (control group): opt-out (N = 85)
= Group 2: opt-in (N = 59)

= Group 3: opt-in with framing “ecological impact/loss of privacy” (N = 79)

Customer satisfaction based on established scales (Matzler et al. 2006)

Amount of cleaning is measured by the number of requested cleanings relative to
the number of days spent at the hotel minus one

Number of nights

1t night 2nd pight 34 night
| | |
| . | _ | >
1st overnight-stay 2" gvernight-stay
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Impressions
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Results

Relative amount of cleaning (requested cleanings / overnight stays) decreases

Control group: Opt-out = 0.99 cleanings/overnight

Opt-in = 0.22 cleanings/overnight, opt-in with framing = 0.15 cleanings/overnight

No impact on customer satisfaction (overall, service, rooms, price perception)

Control group = 1.62 on a 5-likert scale; opt-in = 1.42; opt-in with framing = 1.67

Cleaning (internal efficiency) Satisfaction (external efficiency)
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Framing and service productivity

= Research question: Can framing improve service productivity?

= Yes! Internal efficiency improves and external efficiency remains stable, hence

service productivity increases

Internal
Efficiency
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Future research: Drivers of framing

= Longitudinal lab experiment, balanced within-subject design

The same students participated in two time periods (N = 86):
= t=1: opt-in questionnaire; t=2: opt-out questionnaire

Temporal, proximal, and psychological separation

A number of psychological constructs were collected for every participant

Participants had to configure a salad (incentive aligned):
= “Opt-in salad”: 3.60 Euro; “opt-out salad”: 14.60 Euro

=] = td L = L i = i

Revenue Number of Options Number of Adjustments

mOptOut « Optin
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Future research: Drivers of framing

Optout Optout Optin Optin Hias
Op fionen Umsatz Opionen Umsatz Opfonen | Bias Umsat
Price Equals Quality P 080 578 454 109 2a9
Man n WhitneyU F0U000 74.500
Median and bel ow 4 73500 1.5000
Fhowve Median 0.0000
Periecfionist P 04 245
Man n Whitneyll 80.000 T3 500
Median and below 1.000
Fhowve Median Riii)
In 2l vement Decsion P .08g 089 A5 g L] i AN
Making Menn Whitneyl) 65.000) 83500
Median and below 4.000 4350
Abowe Median B.000 2200
Risk Awersion o 2337 a2 057 213
Man n WhitneyU 23 500 42 500
Median and below 3000 1.000 1400
Abowe Median 7250 000 1000
Self oon fidencsin P Bd4q 218 a7 244
de cigion making Man n WhitneyU
Median and below
Abowe Median
Locus o fonta i 825 881 08 450
(exemal) Man n WhitneyU B2.000
Median and below 1,000
Abowe Median 000
Extroversion P 137 A70 57 Al
Man n WhitneyU
Median and bel ow
FAbowe Median
Openness P 033 083
Mann Whitneyl) 482000 155,500
Median and b=low 3000
Foowve Median 4 500

p = .05 (one tailed)
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Contact

Fraunhofer MOEZ
Price- and Service Management
Prof. Dr. Dubravko Radic
~ Fraunhofer neumarki9-19
MOEZ 04109 Leipzig
Email: dubravko.radic@moez.fraunhofer.de
Tel: (0341) 2310 39124

\

University of Leipzig

Chair of Service Management
Prof. Dr. Dubravko Radic
Grimmaische Stral3e 17

04109 Leipzig

Email: radic@wifa.uni-leipzig.de

UNIVERSITAT LEIPZIG Tel: (0341) 97 33 860

\

15 Z Fraunhofer

SERVICE MANAGEMENT MOEZ




BACKUP
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Framing treatments

Dear Guest,

You can decide at which days your room is getting cleaned.

By cleaning the rooms individually, we want to disturb you during your stay as
Jittle as possibie.

The environment appreciates the cleaning of the rooms according t© your
individual requests since energys detergent and cleansér can be used

effectively-

Please aftach the cleaning-tagd to the door handle pefore 9 a.M..
if you want your room to be cleaned between 410 a.m. and 3 p.m.

We wish you 2@ pleasant stay.

Your AOQ-team

UNIVERSITAT LEIPZIG
ERVICE MANAGEMENT
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Questionnaire
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Results
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Dependent ANOVA | Group 1 |Group 2| Group 3 Opt | Contrast Group 1 | Contrast Group
Variable Results Opt out | Optin in Framing vs. Group 2&3 2 vs. Group 3
Overall F(2,220)=| 162 142 | 1.67 (0.693) | t(220) =-0.809 | t(220) = 2.112*
Satisfaction 2.423 (0.707) | (0.622) n=79 r=.14
with Service r=.15 n=85| n=59 r=.05.
Overall F(2,221)=| 164 1.57 |1.67 (0.593) | t(221)=-0.223 t(221) = 0.857
satisfaction 2.423 (0.722) | (0.670) n=79 r=.01 r=.06
with the r=.01 n=84 | n=61
stay
Overall F(2,220)=| 167 147 [ 1.71(0.719) | t(220) =-0.764 t(220) =1.9
Satisfaction 1.989 (0.841) | (0.623) n=79 r=.05 r=.13
Price r=.13 n=84 | n=60
Intention to| F(2,171) = | 4.39 446 | 4.38(0.728) t(171) =0.27 | t(171) =-1.1332
Revisit 2 0.193 (0.786) | (0.683) n =56 r=.02 r=.08

r=.05 n=70 | n=48
Intention to| F (2,170) = | 4.26 4.38 | 4.18(0.863) | t(170) =0.159 | t(170) =-1.132
Recommen 0.647 (0.863) | (0.866) n=55 r=.01 r=.09
de r=.09 n=70 | n=48
Amount of| F(2,204) = | 1(0)® | 0.217 |0.148 (0.321)| (77.249) = - t(77.249) =
Cleaning © 56.701*** | n=85 | (0.366) n=79 24.568*** -1.045

r=.85 n=43 r=.94 r=.12
Amount of| F(2,196) = | 0.5988 | 0.217 |0.148 (0.321)| t(153.566) = - 1(80.007) = -
Cleaning ¢| 45.509** | (0.252) | (0.366) n=79 9.436™** 1.155
(self report) r=56. n=76 | n=43 r=.61 r=.13

(Self
report)?
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Results

Gesamtzufriedenheit Service

ONBEWAY deskriptive Statistiken

95%-Konfidenzintervall fir den
Mittehwert
Standardabw | Standardfehle
[+ hiitte et eichung r Lintergrenze Chergrenze Minimum | Maximum
Kontrollgruppe a5 1,62 Ja7 AFT 1,47 1,78 1 4
aptin a4 1,42 G622 081 1,26 1,58 1 4
opt in Frame 4 1,67 G693 078 1,52 1,83 1 4
Gesamt 223 1,58 685 46 1,50 1,68 1 4
Test der Homogenitat der Varianzen
Gesamtuftiedenheit Service
Levene-
Statistik dfi df2 Signifikanz
810 2 220 446
ONEWAY ANOYA
Gesamtuftiedenheit Service
Quadratsum Mittel der
me of Quadrate
Dwischen den Gruppen 2,242 2 1121
Innerhalb der Gruppen 101,803 220 JAE3
Gezamt 104,044 222
- |
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Results

Kontrast-Koeffizienten

mummer der Exper.gruppe

kaontrollgrupp
Kontrast g optin optin Frame
1 -2 1 1
2 1] -1 1

Kontrast-Tests

Gesamtzuftiedenheit

Service

kontrast

Warianzen sind gleich

Kontrastivert

Standardfehle
r

df

Signifikanz (2-
seitig)

Yarianzen sind nicht
gleich

ka2 =@ b2

167 674
131,432
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Results

ONBEWAY deskriptive Statistiken
relative_Haufig_ZR_Gruppen_tatsichlich
95%-kKonfidenzintervall flr den
Mitte lwert
Standardabw | Standardfehle
4] hiitte havert eichung r Lntergrenze Ohergrenze minimum | Maximum
Kaontrollgruppe 8a 1,0000 Jaonon aonon 1,0000 1,0000 1,00 1,00
optin 43 21T I6E48 05584 043 ,3248 a0 1,00
optin Frarme 79 1475 32146 03617 0755 2195 oo 1,00
Gesarmt 207 5120 AB362 03361 457 BTE3 0o 1,00
Test der Homogenitat der Varianzen
relative_Haufig_ZR_Gruppen_tatsdchlich
Levene-
Statistik if1 ifz Sianifikanz
GE,078 2 204 ,oon
ONEWAY ANOVA
relative_Haufig_ZR_Gruppen_tatsachlich A significant impact of the process on the
Quadialsum | & e T . amount of cleaning can be observed,
Twischen den Gruppen 34,481 7 17,240 | 266,701 F(2, 204) = 256.701, p < .001.
Innerhalk der Gruppen 13,701 204 J6T
Gesamt 48182 206
Kontrast-Tests
Standardfehle Signifikanz {2-
Kontrast | Kontrastwert r T df seitig)
relative_Haufig_7R_ Yarianzen sind gleich 1 -1,6344 0T 465 -21,904 204 0o
Gruppen_tatsachilch 2 - D66 04911 | 1,417 204 158
Warianzen sind nicht 1
aleich 5
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