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The second definition of service is that of after-sales service. The after-sales  or post-sales service (the after-market) includes customer service (repair and maintenance), training, warranties, manuals and instructions, installation, consultation services, delivery, and availability of spare parts. Repair and maintenance servicing constitutes an offer to maintain the original product through overhauling, replacement of parts, adjustments, and the satisfaction of outstanding warranty items.  Most industrial products and many consumer durables requires servicing on a regular basis.  Service often must be provided to comply with the warranty policy; the manufacturer must make arrangements for service training, appropriate service facilities and spare parts to accommodate and fulfill the terms of the warranty. 


Post-sales services are a critical part of the total product package for consumer durables and industrial products. If the product breaks down and the repair arrangements are not up to standard, the image of the product and company will suffer. Service can also be a promotional tool; When a product requires after-sale service, its providing could provide the edge over a that competitor does not provide it or provides an inadequate level of service. The company which provides a more effective after-sales service has an immense, often insurmountable edge over a competitor. Customer service, therefore, is integral to any marketing effort, international or otherwise.


Service is crucial to the industrial buyer since any breakdown of equipment or product is apt to cause substantial economic loss. Service internationally provides complex problems including the dilemma of establishing a base with its own trained service personnel or selecting an independent service company or local distributor to perform its service for it.  Adequate training must be provided to the agent, in any case.  An adequate inventory for spare parts is mandatory.  Sufficient inventory must be in place within reach of its markets. Fujitsu combined forces with TRW for its sales operations in the United States; TRW provided the extensive service organization Fujitsu needed to compete effectively in the U.S. In the United States, customers usually have a multitude of service options and easily available service parts  from many different outlets.  Customers in developing countries, however, may only have a few of the many options available in the United States.


Customer service is an important competitive weapon in international markets because of its ability to acquire and retain overseas customers and enhance overall company revenues.  Customer service is especially critical when foreign vendors are perceived as offering similar products at comparable prices or purchasers have doubts about foreign suppliers’ willingness to provide adequate post-sales support. The customer service programs of international marketers can increase sales, reduce costs, improve bottom lines, build market share, and obtain a sustainable competitive advantage.  These benefits are frequently achieved through such customer service elements as emergency shipments, on-time delivery, order-status reporting, and frequent inventory replenishment, which are integral parts of companies’ logistical operations 

                            *

     COMPONENTS OF THE AFTER-MARKET 



•  repair and maintenance 



•  training, 



•  warranties, 



•  manuals and instructions, 



•  installation, 



•  consultation services, 



•  delivery, 



•  availability of spare parts.

*


As the suppliers’ products and prices become more similar, the more emphasis gets put on customer service as a differentiation tool by the sellers and the more emphasis on a sellers’ customer service capabilities by the purchasers. Foreign firms are also often fearful that if they purchase from a foreign vendor, there will be lack of adequate follow-up; suppliers which are viewed as faithfully performing these after-the-sale activities will have a decided competitive advantage. In one study of customer service, after-sale service and product availability were the two most crucial components of customer service for companies operating internationally. Cybex has focused on service, providing a strong international sales and service staff for its fitness systems; as a result it has prospered internationally.  Kulicke & Soffa Industries, a semiconductor-equipment manufacturer, recovered global share in its industry after it improved its response to customers’ after-sales needs. As rising real wages give Poles an incentive to replace obsolete home appliances, Whirlpool has discovered that after-sales service is increasingly the decisive factor in consumer choice of appliances in Poland.


In some cultures, the concept of routine maintenance or preventive maintenance is not part of local norms: To many such businessmen, the marketing process terminates with the sale; once the transaction is completed generally no services are provided after the sale and there is no concern about customer satisfaction, it is extremely difficult for a customer to return a product. As a result, products may have to be adjusted to require less-frequent maintanence and special attention must be given to features that may be taken for granted in the United States. A simple term in one country may be incomprehensible in another. Customer satisfaction policies such as a thirty-day money-back guarantees and multi-year warranties are virtually unknowns to domestic-Korean companies. In some cases, products abroad may not even be used for their intended purpose and may thus require modifications not only in product configuration but in service frequency:  Snow plows exported from the U.S. are used to removed sand from driveways in Saudi Arabia.



The Japanese have long understood the international importance of customer service.  Nissan’s new multi-million pan-European advertising campaign emphasizes its after-sales activities to consumers. The success of their entry strategies, notably in the U.S., linked price, quality, and service.  Japanese manufacturers built immediate repair and maintenance services into the package they offered their U.S. customers.  Japanese distributors prefer small orders, short lead time and order reliability; as a result, these factors often outweigh price competitiveness, especially when evaluating foreign suppliers. 


 The Japanese consider early problems to be a sign of poor long-term reliability. For all major purchases, the Japanese expect prompt service and a wide choice of items. Their major concerns with imported goods are safety and after-sales support. Unless a proper guarantee or warranty is offered, foreign manufacturers usually experience difficult times. Japanese WEB pages on the internet should state their return policies on their Web sites since the Japanese are often leery of overseas companies and a return policy seems to ease their worries. Foreign businesses in Japan must, therefore, carry a large and complete inventory of parts and provide trained service personnel. 


This is especially important in the Japanese automotive segment, since many Japanese fear that buying a foreign car  means they will not be able to get necessary parts or good service. BMW built a warehouse near Tokyo to guarantee delivery of spare parts within 24 hours, a move that helped it capture 25 percent of the imported car market in Japan. BMW also found that its customers in Japan expected only the finest quality.  No mistakes were acceptable; often cars had to be completely repaired prior to customer shipment.  When a service call was made, the car was picked up at the customer’s home and returned when completed. In BMW’s case, outstanding after-service support did indeed  provide a marketing advanatge by distinguishing the company from its competitors.  In this chapter, we discuss the cross-cultural aspects of the second definition of service, that of after-sales service.

IMPORTANCE OF THE AFTER-MARKET


An essential part of marketing strength is the service support component.  When customers buy a product, they expect certain levels of post-purchase support to go along with it. Defining those expectations is critical to marketing success, and will be even more important when markets mature.  Support is a poorly understood part of the marketing mix in most companies. Why is service so critical? Since companies will find technological differentiation increasingly difficult to maintain in the years ahead because of the ever-higher costs of doing so. In business-to-business marketing,  customer service  offers firms the opportunity to differentiate themselves from competitors and thereby establish a competitive edge.

Service support is emerging as a major source of profits and competitive maneuvering. For example, in 1991, U.S. businesses spent nearly $20 billion on computer service and support with double-digit increases for the rest of the decade. Profit margins for after-market services are typically about 15 to 25 percent before taxes, whereas those for products are only 7 to 11 percent.  Return on investment in the service sector is in the vicinity of 70 to 80 percent, even allowing recovery in some cases in less than a year.  Often, up to 25 to 40 percent of corporate revenues and from 20 to 50 percent of corporate profits can be generated from the after-market service components of a business.


Several reasons exist for this evolving strategic emphasis.  First, service is perceived as a high-profit, high-growth opportunity.  With profit margins for equipment sales under pressure from foreign and domestic competition, many U.S. firms are targeting after sales service as a key area for investment, a sharp contrast to its historical image as a backwater meriting little attention from top management. Managers are also beginning to realize that customers will buy more often and more quantities from a company they feel will support it and give maximum post-sale satisfaction.  After-sale service, therefore, becomes an important aspect of a company’s marketing mix to build loyalty and repeat business.  The after-market is a crucial ingredient for success in international marketing.


Companies are also realizing that technological and feature advantages are short-lived.  The rapid diffusion of technological change makes it increasingly difficult to maintain a competitive advantage based on product features or design.  As a result, both customers and manufacturers are focusing on service as the key differentiator.  Moreover, the firm’s ability to provide service support has increased significantly.  A number of technological advances allow companies to provide radically greater service support today as compared with twenty years ago.  This capacity creates opportunities for new entrants and threatens existing players.  Last but not least, customer expectations are increasing and buyers today are demanding ever ever higher levels of service support.


Customer expectations will create opportunities for innovative products that meet changing service support needs and will increase competitive pressures to continually improve product reliability and serviceability. They will make “conventional” service contracts an endangered species. It will force manufacturers to “unbundle” the prices of products and support services.  It will also create a major profit squeeze in key segments of the “information age” industries-telecommunications, computers, and office automation. 


Design-related strategies are of three generic types:  those focusing on increasing product reliability, those changing the product design to make it more modular in construction, and those building in redundancy. Support system-related strategies concentrate changing the way service is provided in order to reduce the costs incurred by customers when equipment fails. Strategies that reduce customer risks include warranties and service contracts.  Warranties are used to minimize customer’s out-of-pocket costs immediately following the purchase and to ease customer fears about product reliability.


Traditionally, service support has been marketing’s stepchild.  It was something you had to do to keep customers from revolting, or it was a profitable cash cow that you could milk forever. The traditional approach to service support has some or all of these shortcomings:


•An explicit service support strategy is lacking.


•Responsibility for service support is diffused.


•Support needs are considered late in the product development cycle, after design is frozen and marketing strategy decisions have been made.


•Management focuses on individual support attributes …internal, functional measures-engineering reliability, parts-fill rate, or warranty costs-- rather than on customer-oriented measures such as downtime per failure.  


Why has it been so neglected, so often, so thoroughly, by so many companies? Because, in periods of market decline, customer service has often been an area for budget cuts, especially in firms viewing it basically in terms of cost and not in terms of market projection or profits.

*



EXPORT AFTER-MARKET ALTERNATIVES

•  Disregard service issues altogether.


•  Contract with locals to service the product.


•  Train the distributor (if utilized) to provide repair and maintenance.


•  Establish your service personnel in the country or be prepared to 


provide these services long-distance from American-based 


service centers.

*


One of the most important considerations for any firm is how to service products shipped overseas, followed by the need to  maintain long-distance customer relationships. Before foreign customers buynon-native equipment, they want to be sure they will be able to get service to operate, maintain, and repair it. To maintain a long-term relationship with representatives, the exporter must take into account the provision of service to overseas customers.  Exporting ventures that overlook this issue are inadvisable since such action may permanently damage the foreign reputation of the firm and its product which creates a prohibitive barrier to international expansion at a later time. Overall, the delivery of service can make or break a sale.  In order to remain internationally competitive, an exporter must provide the best service possible.  The support delivered for a product determines how enthusiastic customers are about placing another order.  In addition, a premium price can be commanded for a product based on servicing capabilities. 


Providing adequate service is a problem in international marketing. The customer’s need for service is a function of his use and maintenance conditions, and these may vary from market to market. On the other hand, the manufacturer’ s ability to supply service is a function of the firm’s international involvement.  Most companies selling internationally do not have subsidiaries in all their foreign markets.  They must rely on their distributors to provide service where they have no facilities of their own. Finding good distributors that can also service the product is critical.  Often the distributors’ service programs must be supplemented by the efforts of the producer.


One of the service difficulties in multinational marketing is the parts problem, which involves either expensive parts inventories in each market or shipping and importation delays in receiving the part from some central storage.  No one has found an easy answer but General  Electric tried a novel approach.  With each group of appliances sent to a distributor, GE sent along a spare parts kit, compiled on the basis of a statistical analysis of failure rates of various parts in various countries.  It was expected to contain at least enough parts to cover the warranty period.  This was sent out prepaid, supplanting the cumbersome system of giving distributors credit for each part replaced on the warranty.  For GE the advantages were savings in freight and customs costs (because of bulk rates), elimination of wasteful accounting and, most importantly, elimination of shipping delays.


 The sales function in Japan is intimately mixed with the service function. Free service is usually expected on products. For example, with orders for heavy machinery, the supplier is responsible for installation, operator training, maintenance, and service long after the warranty expires. Indeed, many suppliers have automatic checkup inspections for their machinery. This may continue for up to twenty years after purchase. This ongoing inspection serves to cement the relationship as well as to ensure proper performance. Having one person coordinating both sales and service forces the employees to look on service as a sales function.  Frequently, repeat orders/business are sold not by the salesman, but by the serviceman.

Warranties

A warranty is a guarantee from the manufacturer that the product will perform as stipulated.  A warranty serves as a competitive tool and provides differentiation in the marketplace.  It also enhances a customer’s confidence in the product. Warranties can be used aggressively to promote sales.  If an international company has a stronger quality control program and a more reliable product than national competitors, it may gain a promotional edge through using a more liberal warranty policy. It could be the difference between winning and losing a contract. 


Warranties and service policies must be considered as an integral aspect of a company’s international marketing strategy. Companies doing business abroad frequently find themselves at a disadvantage with the local competitors.  With the supplier’s plants often thousands of miles away, foreign buyers are naturally leery and expect extra assurance that the supplier will back the product.  Thus a comprehensive warranty and service policy becomes as vital of part of the marketing mix as the product or price. Warranty may only hold if the product is regularly serviced; thus service contracts are regularly sold with many items (Xerox’s Total Satisfaction Guarantee program requires that the machines be covered by the manufacturer’s maintenance program usually purchased upfront).


Warranty differences may result due to environmental differences.  A warranty may have to be made much more restrictive if wear and tear of the product is likely to be excessive.  For example, in the dusty conditions and hot climate of Saudi Arabia, equipment such as air conditioners would wear out in a shorter period than in   Finland or Sweden.  A company, therefore, may offer a more liberal warranty in Switzerland than in Saudi Arabia.


Differences between legal systems affect the nature of warranties that can be offered. Competitive practices and the level of technology also influences the firms ability to offer certain kinds of warranties and service. In the U.S., most computer manufacturers provide 60 or 90 day warranties on their products; the norm for Europe or Japan is twelve months. In developing countries, where technical sophistication is below developed countries standards, maintenance may not be adequate, causing more frequent equipment breakdowns.  Until recently, many office electronics customers in Russia did not demand warranty service—because of a lack of awareness of a feeling that vendors could not live up to any promises made. The proportion of customers in Moscow expecting after-sales service has risen from barely 5 percent in 1994 to nearly 40 percent in 1996.


Warranties have a unique meaning for the Chinese. Customarily, in China, a reputable firm is expected to stand behind its product indefinitely. The Chinese have the tendency to attribute failure of products or services to fate rather than to the company from which the product was purchased or even the manufacturer. Therefore, a Chinese consumer would generally have low expectations towards the product he is going to purchase or consume, or when the performance does not meet with his expectations, he would feel less dissatisfied because he thinks he has to conform to the Yuarn (pre-destination); therefore, Western measures of dissatisfaction would tend to be irrelevant in this setting. 


The Japanese feel that if it is a quality product, it won’t need to be repaired.  If it does need service, it should be forthcoming as a matter of course.  In general, the Japanese expect free after-sale service and longer warranty periods.  No strings are attached when providing services for the products and typically  no additional charge for  any warranties exists.  In Japan, the product is supposed to work even after the initial warranty period expires and any minor problems are to be taken care of without additional payment. Typically the Japanese see no need for service contracts. A reluctance exists in Japan to charge for service!  


 If there is a problem at a customer site, it must be fixed with no regard to cost.  The Japanese customer, being a long-term partner, will tend to work to find an amenable settlement for services rendered, often without any written communication.  Otherwise charges usually must be either bundled with the parts or as upgrade packages.  The level of customer support in Japan does tend to require more engineering per piece of equipment of more after-sale support on products—it often seems as if service people must always be on call!  The extra effort required to do business in Japan can be worth the cost in the long term and actually sustains the business being conducted.  Knowing that building customer loyalty is a prerequisite to effective selling in Japan, salespeople put forth tremendous effort to achieve this end. 


The Koreans have traditionally paralleled  the Japanese and Chinese programs.  However, Samsung Electronics in 1994 launched three new after-sales service programs which cost $125 million annually.  Samsung extended the warranty period for most of its consumer electronic products from one year to 2 years and agreed to replace any product that had to be repaired within six months of its purchase if the customer was not fully satisfied.  Previously, Samsung only allowed replacements of defective products during the first month following the sales date.


Warranties can be standardized if:



•the product is totally standardized, warranty variations make little sense;



•the product is taken regularly across country borders; or



•if legal standardization exists (such as in European union).

Problems do arise, however, when the manufacturing source or operating conditions vary between countries (differences in climate adaptations between cars for Spain and Sweden). IBM began in 1994 to offer its multinational customers standardized IBM pricing and warranty services by region, rather than by country.

Training

In the 1950s, some European automakers entered the U.S. market without sufficient consideration of the importance of training.  After the initial sales, customers were stocked and angered to find they had to wait weeks or months for parts and for finding trained mechanics for their newly purchased cars.  Volkswagen, having learned lessons from these prior entrants, entered the market later, invested heavily in parts depots and training and became successful as a result.  


Adequate training has become an essential element in marketing.  Unlike many Americans who grew up owning automobiles and working with tools, mechanics and operators in many foreign companies rarely have had such experience before training, for many it is on the job training. Improperly done, poor or no training can lead to disastrous results. A bulldozer operator learns that if he pulls a lever and steps on a pedal, his machine will push whatever is in front of it.  When a bulldozer meets an immovable object, he will continue to push until the engine fails or a part breaks.  In another example, despite careful instructions concerning cleanliness the ball bearing manufacturers have included in the package, in developing countries it is not unusual to find a mechanic removing the protective oiled paper to leave the bearing exposed to dust and grime before using it (he probably being a lowly paid uneducated and illiterate worker).  Thorough training programs by such companies as Caterpillar and Allis-Chalmers are meant to overcome such difficulties.  Simple instructions with plenty of pictures get the message across to those with low levels of literacy.  Having been burned many times in situations like those above, these companies know that whatever can go wrong will and, therefore, intend to assume nothing and be as complete as possible in their training courses and manuals.


The preferred Japanese training method is that of learning by doing.  Training is accomplished by working together in a group. The Japanese evaluate their training and testing experience as members of a group.  The group will train together, will be evaluated together, and will be tested together; the group discovers the source of the problem and fixes it as a team. Groups are small, designed for functional harmony.  They usually will continue informally after hours.  The emphasis is on doing, sharing experiences, having intragroup discussion, and role playing; the orientation is highly visual (including slides, videotapes, samples, and actual hands-on demonstrations). Prereading is not highly valued unless special time is allowed for group discussion of the material. Prior to the formal training session, oftentimes the Japanese may conduct a group orientation in order to build group harmony, giving everyone a chance to get acquainted and build team spirit. A sharing of experience and learning is desired.  Each person in the group must contribute to the learning environment and become part of the team. Tests of practical skills are more valuable than written tests on the same material. The two week training of KFC workers in Japan  would be uneconomical in the context of U.S. workers with the high level of labor turnover but is appropriate in Japan given the higher levels of job loyalty and the greater demands of customer service placed upon the Japanese worker in terms of politeness, courtesy, and information demands. Instructions are given, for example, on how to greet people, what tone of voice to use, and how to handle complaints or difficult inquiries (One trainer at KFC claims she knows how to say “thank you” to the customer in over one hundred different ways).

 
Most Japanese stores provide a minimum of two week’s full-time  training, the aim being to integrate the staff into a productive and loyal team, the second week being in-store training.  Afterward, the staff is inspected daily on the floor in a military fashion to check that their appearance is up to the typical high Japanese standard. Substantial role playing, customer interactions, and videotaping are used in the training process of even the lowest-level employee. American companies like KFC, McDonald's, and Pizza Hut have mastered this and have had great success in appealing to the Japanese consumer and affecting cultural change in dining habits. The training of customer-contact people is very detailed in Japan.   


Many of the training methods developed in the West may not be appropriate for other cultural settings.  For example, role-playing is a commonly used and effective training method in the West, may not be effective in a culture which is characterized by a high degree of risk avoidance.  When role-playing is used in such cultures (the Chinese, for example), the participants usually do not actively participate since they have a difficult time in play-acting another role. Similarly, techniques used in sensitivity training may require substantial modification to be used successfully in an Asian culture.


Microsoft understands the importance of training in a successful overseas operatiion.  Microsoft is spending $2 million annually training thousands of technicians  and programmers at centers and universities throughout China.  One of its principle purposes in doing so is to alleviate the dearth of Windows applications present in China.  It must also train thousands of technicians at Chinese banks, state-owned industries and government bureaucracies to work on Windows. Microsoft has set up training institutes at the Chinese Academy of Social Sciences, three universities and more than 70 centers employing 32 full-time Chinese instructors, trained in the U.S. The payback is thousands of offices running ten thousands of PCs, most of them running Windows 95 and Windows NT and connected with Microsoft servers. The Chinese government wanted an operating system especially designed for mainland China’s character fonts.  Microsoft fully expects to establish Windows as the national platform. 


The Chinese, like most East Asians, expect and demand structure.  Therefore, Chinese training programs should be highly structured.  Trainers should clearly outline to participants the goals of the course.  Participants should receive checklists of what they are supposed to learn so they can measure their progress.  Giving clear, immediate and frequent feedback to participants is essential.  Chinese managers are thirsty for new ideas, new tools, and new information, so any course should be challenging.  Interactive training is a foreign concept to most Chinese, who are accustomed to rote and lecture methods.  


While training is an important element in any service organization, training becomes critical, complex, and the greatest need for an organization in any culture where service is perceived to be synonymous with servitude or unskilled labor.  Where this is the case, understanding the concept of marketing and service is difficult and  behavioral changes will be a necessary element in the training program, a cultural transition to move the organization and its employees  from a traditional unit to a service-oriented unit.  For example, in Eastern Europe, employees were literally trained to have very low levels of self-esteem; management wanted to discourage any behavior on the part of the employees which could lead to a potential rebellion against the system.  Obviously, this mentality is completely contrary to what one would want to install in any profit-oriented firm.  Furthermore, historically, managers worked for the state and employees learned not to like or trust managers.  As a result, teaching employees to believe in themselves, to take pride in their work and trust their management becomes a major cultural change and must first be performed before any subsequent training can be effective. 

Manuals

Any American who has assembled a foreign made bicycle at 2 am Christmas morning will empathize on the need for properly constructed and translated manuals. Many manuals are horrible because they are often translated improperly. Literacy rates and educational levels may require changes in instruction manuals and training procedures.  Brazilians have overcome this by including videocassette players  and videotapes with detailed repair instructions as part of the standard instruction package.  They also minimize spare parts problems by using the standardized off the shelf parts available throughout the world.    While translating is almost mandatory, many of the idioms need to be clarified as well as translated. Most companies want manuals that are quick and cheap.  Usually they have an engineer, one who hates to write, write the instructions.  They do not write for the consumer but for other engineers.  To make matters worse, instructions written by engineers are often translated by one not totally familiar with the language. what results is a totally incomprehensible material.


International customer service is not a new management discipline but it is still an area on which companies must constantly refocus their attention if they are to compete internationally. American industry currently has a poor image in the minds of foreign customers with regard to its degree of concern for customer service. This is a costly image problem. As many foreign customers have said or thought: “Americans are more concerned about their home markets than about foreign customers. Why should I buy goods from an American company when I know the service will be bad when I can get a better product and better service from a supplier in another country?”  Companies realize the importance of customer service in marketing to international customers, yet customer service for international markets is not considered to be appreciably more important than it is for domestic ones.  Some American firms, though, have not just learned their lessons but are teaching the class.  Leading U.S. distributors, such as Avnet, Inc., offer a range of sophisticated services that have become key competitive weapons overseas as well as major profit generators.  Part replenishment programs and logistics management they offer to their customers are far superior to that available by European and Asian distributors.  


The after-market function is beginning to take preeminence even in promotions.  Daewoo kicked off the L16 launch of its luxury car, not stressing the product but totally emphasizing the service and after-sales care available in the car. This is also true in high tech companies who are discovering that they need to differentiate themselves from rivals to appeal to their customers.  Technology alone is insufficient; after-sales support is the differentiator.  Yet, the steady rise of customer expectations means suppliers must continue to not only provide but to continually improve the service.  This is being done by setting up round the clock support lines, better educated staff, creating overseas customer support centers, and establishing crossborder telecommunications links. Hewlett Packard Company created its Worldwide Customer Support Operations  (WCSO) to centralize its after-market services.  Employing 16,000 people, HP offers seamless service at any hour of the day from anywhere in the world through a global chain of response centers, including major centers in the U.K., Atlanta and California, and Australia.  Problems which cannot be resolved in a smaller center may be transferred to a major center, one of which is always in full operation.  It now not only delivers support services but also global account management.

