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The Three definitions of service(s) 

  

•  Service as a segment of the economy such as entertainment, utilities, banks, or gardening; 



•Service as in repair and maintenance and other after-sales support activities;  



• customer service as in service quality.  

****

*                                 *




Characteristics of Services


•intangibility 


•perishability 


•inseparability     (simultaneous production and consumption)


•heterogeneity     (lack of standardization )

                     *







SERVICES


Services are activities, benefits, or satisfactions offered for sale when there is no exchange of tangible goods. Services in general possess  four predominant characteristics: intangibility, perishability, simultaneous production and consumption (inseparability), and lack of standardization (heterogeneity). 
The differentiation of offerings is difficult for most marketers to achieve, but it is an especially difficult task for service marketers. It is hard to differentiate an accounting audit, a title search, and an eye examination.  Unlike the case of a consumer product like breakfast cereal, one cannot accomplish differentiation through simply sprinkling on a new coating or stamping out a new shape.  The amount of variation in the way a  service can be provided may be quite limited, particularly if professional standards restrict methods of provision.  Additionally, even if a service is provided that really is different than competing services, it may be difficult to get clients to perceive and recognize the real differences. 


Customers often infer quality via brand name and reputation of the service provider.  Producers with strong reputation are associated with high quality and are often able to charge higher prices for their services. A Big Six international  accounting firm brand name is associated with premium audit fees.  The Big Six name is perceived as a high quality producer of audits and that companies are wiling to pay higher fees for their brand name services even though the nature and scope of the audit is identical to other accounting firms.   This is very important in audit services since the conduct of the audit is unobservable to investors and the outcome of the process follows a standard format.  The credibility of the audit appears based upon the auditor and its reputation.  International accounting firms spend considerable sums to protect and enhance their reputation and brand name, and are consequently awarded with higher fee income. 


 If a service is intangible,  it cannot be observed, touched, felt or tried out before it is purchased. Intangibility makes a service significantly different from a product. Although a service may have tangible trappings no amount of money can buy physical ownership of such intangibles as movies, consulting, or dry cleaning. When a company purchases engineering services or consulting services, the result, the intellectual outcome, is not a physical entity. This dimension of intangibility makes it difficult to evaluate quality prior to purchase and even subsequent to purchase.  The benefit of a service can not be experienced until the service is provided.  This intangible feature represents a considerable amount of uncertainty and risk for many customers. 


One of the challenges of a service business is to provide a physical component to the service by stating the benefits in a perceivable manner; the promotional focus may emphasize office decor and dress rather than the service benefit. Other physical components could include logos or trademarks or brandmarks, membership cards, and characters or mascots.  Tangible cues can also emphasize the benefits of the service over just describing the features; a dentist can talk to the patient about the better smile she will have once her teeth are straightened, rather than the technical steps in straightening her teeth.  Interiors should be designed to be pleasing to target markets and to project an image consistent with the positioning strategy.  A storefront law firm which wants to target lower and lower middle class clients would want to  decorate its offices with inexpensive paneling, inexpensive furniture, potted plants.  On the other hand, a dentist seeking upper class patients would have plush carpeting, leather chairs,  contemporary art, exotic plants, a stock ticker tape, and perhaps even stained glass windows— in other words, an atmosphere conductive to its desired clientele. 


Perishability means that services can not be inventoried or sampled in advance.  This results in difficulties in matching demand with capacity.  Fluctuating or seasonal demand poses excess capacity or shortage problems.  During the off-season or a recession, the available capacity may be underutilized requiring a reduction in capacity (a ski resort in summer); while during the peak season  (say early April for tax accountants) or certain promotional periods, the capacity  may be inadequate and may necessitate expansion. If capacity is not expanded to match growth in demand, revenues may be lost or quality of services may deteriorate resulting in customer dissatisfaction.  In contrast if capacity is not reduced or adjusted when there is a decline in demand, profits are adversely affected.  The tendency is to maintain the capacity and to expand the demand during off-peak times and use differential pricing to control demand during peak periods.  The solution here is to better train service providers to better understand and empathize with the customer’s peak needs  and to provide for a  careful assessment of customer needs through research. 


  A doctor’s appointment missed will never make up to the doctor the opportunity cost of that time which could have been spent profitability with a client.  This is not a problem when demand is steady but becomes a severe problem with fluctuating demand. Service firms can influence the demand level in many different ways:  differential pricing to shift demand from peak to off peak periods; off-peak demand can be cultivated; complimentary services can be developed during peak time so that customers do not have to spend as much time waiting;  or offering counter-peak services (for example, a ski resort becomes a summer dude ranch to enable year-round operation). Reservation systems can also be installed to help manage the demand level.  The supply level can also be influenced in several ways: part time employees can be hired to serve peak demand; peak time efficiency routines can be introduced whereupon employees perform only essential tasks during peak periods; increase consumer participation in the tasks can be encouraged; shared services between multiple providers can be developed; or facilities making potential expansion possible can be developed.  Risk is involved in any of these alternatives. All these strategies present signals to the consumers of the provider’s willingness to work with and understand customer needs.


Simultaneous production and consumption, also called inseparability, means that a professional who provides the services also markets it. This makes economies of scale difficult to achieve.  The service requires the presence of the service provider.  One possible solution is for the provider to work with larger groups, take less time with  each client  or they can train more providers, for example lawyers can have paralegals interface on the lesser legal problems faced.  This particular feature becomes critical.  The nature of the encounter between provider and client determines to a large extent the continuing business relationship. 


Instead of fine-tuning a machine to maintain quality, people-intensive service organizations must emphasize finding good people and exhorting them to work conscientiously.  Many service organizations have to contend with the additional problem that the quality of their service often depends on the behavior of their clients (inseparability).  A consultant’s or doctor’s services will usually be more helpful to those persons who follow the professional advice they have received.  Uncooperative clients can, unfortunately, produce poor results and a poor track record for a professional to try to build upon.


The lack of standardization or heterogeneity means the quality  of service varies with the individual provider. The quality of service may vary significantly from one provider to another or from one time period to another even within the same selling organization.  Service buyers are aware of this high variability and frequently talk to others before selecting a service provider. This heterogeneity along with the intangibility feature often force the customer to dwell on dissatisfaction rather than satisfaction from the consumption of the service. A customer’s preoccupation with dissatisfaction could prevent the consumer from trying out a service initially or it could force the consumer to look for another provider in the event there emerges dissatisfaction from the service.



Customer satisfaction and loyalty are often quite difficult to achieve and maintain. This variability in quality is particularly evident in multi-site locations and multi-providers of the same service within the same office.  This results in difficulty in setting prices because it is almost impossible to draw price service comparisons accurately.  Therefore, any reductions in price to lure customers away from the competition is questionable in practice and outcome. Solutions here include for the provider to standardize service procedures whenever possible and  do a careful cost analysis to set prices. Quality control can be exhibited in careful personnel selection and training as well as by constant monitoring of customer satisfaction through suggestion and complain systems, surveys.


Differences in the perception given and the importance of each of these attributes occur between cultures. Because services generally involve close social interaction between the service provider and the customer, cultural variables naturally affect user satisfaction and the nature of the interaction with the customer. Intangibility makes selling services overseas more difficult because the buyer must often take the quality of the seller on faith.  Corporate brand name and reputation helps.  Intangibility also limits the ability of the firm to wade into a market; oftentimes it becomes dive in, sink or swim. The direct interaction between customer and provider inherent in services often means cultural differences must be accounted for in seeking buyer satisfaction. Often establishing a local physical presence and hiring local personnel are the only workable alternative.
IMPORTANCE OF SERVICES INTERNATIONALLY


Services continue to increase in importance within national economies. Services make up twenty to thirty percent of world trade and have a growth rate estimated to be up to twenty percent annually. Thus opportunities for growth at world market level are considerable. Yet, barriers to services exist and can be immense; most of the non-tariff barriers are aimed at services. Services have particular product dimensions that make global service marketing management different from that of physical goods.


The growth in services internationally can be attributed to two principal factors: changing lifestyles affected by affluence, leisure time and women in paid employment; and the changing world affected by the increased complexity of life, ecological concerns, and the variety and complexity of products available on the market. That world trade in services is gaining increasing importance can be seen from its inclusion as one of the three major topics in the now-completed Uruguay (8th) round of GATT talks; that it failed to resolve many issues means the WTO will become involved in the resolution of these issues. The growth of services has also been driven by the need of many service providers to follow their clients overseas. American banks were encouraged to become global to meet the needs of their American multinationals who had established foreign operations.  Travel Agents followed American-based airlines overseas.  Japanese personal and business services firms followed the Japanese auto parts companies that followed the Japanese auto transplants to the United States. 


With over three-quarters of its GDP in services, the United States has a vested interest in that segment of the economy. In fact, every industrialized country has over 70 percent of its GDP in Services.  What becomes paramount to the U.S. and other developed countries is that, for the most part, comparative advantages are to be found predominantly in service industries: for the U.S. it is entertainment, publishing, finance, insurance, tourism, high-tech, and construction services.  International trade in services exceeds $1 trillion worldwide annually; the U.S. is the world’s leading service exporter with over $200 billion, almost 30 percent of total U.S. exports. The importance of services in the U.S. can also be seen in the fact that services provide a trade surplus exceeding $60 billion.


By way of contrast, Japan suffers a chronic deficit in its service trade.  Its share in world service trade is low.   Growing international activities by Japanese firms have heightened the deficit.  Payments exceed receipts by a wide margin in technological trade.  Finally, the travel and tourism deficit is significant as more and more Japanese take holidays abroad.  Japanese consumer demand for services has exploded as leisure time has increased, greater female employment (working wives) has increased demand for food services, the aging of the population has increased demand for medical services, and the demand for higher education has skyrocketed.  On the positive side, Japan is the largest exporter of capital in the world.  Tokyo is a leading financial center. The Tokyo Stock Exchange is one of largest in the world. Seven of the largest commercial banks and four of the largest securities companies in the world are Japanese. Countering this is the fact that Japanese manufacturers still get more of their financing, distribution, travel, and advertising services from in-house sources than is common elsewhere. Manufacturers provide the bulk of the nation’s vocational training.  


Japan’s production sector has been characterized by low cost, lean employment, and high efficiency. The retail/service sector, on the other hand, traditionally has been overstaffed, with high prices and gross inefficiencies. Whereas the productivity gap between the more efficient manufacturing and the less efficient service industry is about fifteen to one in the United States, it is around eighty to one in Japan. The Japan Productivity Center indicated that to reach overall U.S. productivity levels, Japanese companies would have to eliminate 39 percent of their head count. Nearly 20 percent of white-collar workers are excess, as many as five to six million redundant workers.  


Without the challenge of international competitors, the majority of Japan’s domestic companies (80 percent of the economy) have become complacent; this is especially true in their service, construction, and food production sectors. Japanese department stores, specialty retail shops, and banks provide service personnel who in the West either have been replaced by customer actions themselves (elevator operators) or simply would be absent (greeters and receptionists). Even if the automated equipment has been installed, human workers may be standing by performing redundant functions. At the gate checking for domestic flights at Haneda Airport, boarding passes are inserted into a machine that retains the airline’s portion and returns the passenger stub.  This transaction is handled by two workers: the first takes and inserts the pass; the second hands back the stub.

POTENTIAL HURDLES IN INTERNATIONALIZING SERVICES



Several other potential problems of service industry are found when the subject of internationalization is discussed. Services tend to be labor intensive and internationally, barriers to labor mobility across countries exist; as such services tend to export capital, technology, and information that can be combined with local labor to recreate the imported service locally. A second potential barrier is the mobility of the service product offered:  mobility is prized in international trade, this is especially true for financial instruments and skills. Some services are more mobile than others.  Retail establishments due to their need for physical plant is not as mobile as is insurance, for example. However, H&R Bloch is one of the world’s largest franchises. The third potential hurdle is infrastructure.  All service operations have some physical aspects to them; the bank building and vault, the movie theater, aircraft for airlines. In order for a service entity to be successful, the required physical infrastructure must be present.  As much as an airline could wish to serve northern Nigeria, if no acceptable airports exist, service cannot be performed.  Credit cards may be a lucrative market in Pakistan; however,  phone lines from retail outlets to computers must be available to check on credit and to make the necessary transactions. The lack of availability of either the phones, the modems and terminals at the retail outlets or the computers themselves would cause the entire concept of credit cards to be inoperable. 


The fourth potential problem is  cultural transferability. Some  markets may be more culturally indifferent to particular services or prefer particular services than to others. Consumer services in particular travels poorly. Those involving entertainment and communication must be adapted to language barriers.  Food and lodging industries may be affected similarly.  For example, non-meat eating India was a market dismissed by McDonald’s until it decided to offer lamb burgers and soyburgers instead. Burger King in Venezuela  must have sweeter milkshakes and ketchup to satisfy local tastes. Advertising prepared for viewing in one part of the world may not be suitable in another. 


American rap music does not transfer easily; the lyrics conjure up the things Europeans and Asians fear most about the U.S.—crime and violence.  French teens are opting for ‘rai’ music and Italians ‘ragamuffin’, both tamed European equivalents of rap. In 1985, U.S. and British artists accounted for 65 percent of music sales in Europe; in 1995, it was just 45 percent. One estimate indicates 80 percent of the music sold in Latin America is by Latins, while 60 percent of that sold in Asia is by locals. Over 3,000 students from Beijing colleges reveled in a live concert which included two of China’s hottest rock stars, He Young and Dou Wei—blaring out Chinese versions of rock, grunge, and heavy metal.  No tickets were sold; however, word of mouth brought the crowds; once there, attendees bought tapes and CDs by the hundreds.  

*



*




INTERNATIONAL SERVICE HURDLES





•   Barriers to Labor Mobility





•   Mobility of Service Itself





•   Regional Infrastructure





•   Cultural Transferability

Credit Cards and Finance Industry 


 Germany poses a cultural-bound problem in the use of credit cards.  Historically, Germans have shunned debt and have used their cards as electronic checkbooks instead of revolving credit;  the German word for debt (schulden) also means guilt.  German privacy laws also make it difficult to get an individual’s credit history for commercial purposes.  Citicorp, in an attempt to increase the perception of credit cards, coined a German phrase for their credit cards:  Ruckzahl-Wahl  ‘credit that empowers’.  The desirous high-end market seemingly is a saturated market. Even if the market takes off, the business might never be as profitable as elsewhere.


In Germany, cash has long been king.  Although Germany is Europe’s largest country, it has only 3 million Visa cardholders compared with 30 million in Britain (45 percent of British population owns at least one credit card).  Eurocard (tied to Master Card) has 6.7 million members in Germany.  American Express has only 1.2 million and has been stuck at that level for the last 3 years.  Germans make only one percent of their purchases with cards, compared to eighteen percent in the U.S.  Germans might be so satisfied with their current payment systems that they have little interest in new ones.  Germans prefer to pay their bills with debit cards, bank transfers (17 percent versus 5 percent), and most of all, cash (80 percent vs. 42 percent).  German customers tend to pays their credit card bills immediately rather than using the borrowing privileges; banks, therefore, must make their money almost exclusively on fees charged to merchants instead of on interest. Competition is keeping down the fees, which range in Germany from 2.4 percent to 4.5 percent of the purchase amount.  German law prohibits companies from offering bonus programs; American Express’ Membership Miles program, which gives customers frequent flyer miles with each card purchase is in jeopardy of violating that law. 


Smart Cards—credit card size pieces of plastic with embedded microprocessors—got their start in France in the early 1980s.  Putting a tiny bit of a computer onto a wallet sized card that can hold vast amounts of information, creates a card smart enough to contain its own verification codes and passwords.  Smart cards are used by almost all banks and pay phones in France and being quickly adopted by banks in Austria and  Germany.  The U.S. military is testing the cards as electronic dog tags.  Visa promoted smart cards as a substitute for cash at the Summer Olympics in Atlanta.  Banks in Belgium, Denmark, and Portugal and Finland, have programs in place for electronic cash.   Global card sales have increased from 260 million in 1992 to 720 million units in 1996 and are predicted to reach 2 billion units by 1999. Revenues is expected to rise to $1.5 billion in 1998 from $400 million in 1996. The use of such cards is inhibited by local restrictions.  In Germany, where the health care system has already issued more than 60 million smart cards, privacy laws prevent basic medical information such as a penicillin allergy from being recorded on them; most German cards store only the patient’s name and address.  However, on a voluntary basis, personal medical data is beginning to be included.


Visa International announced in June 1996 the first true credit card in China, in cooperation with Industrial & Commercial Bank of China.  Previously, credit cards with preset limits, interest charges and revolving credit have been virtually unknown in China.  Issuing banks have instead issued debit cards, which require a deposit from which purchase amounts are deducted monthly.  Visa’s credit card is much like that Westerners carry.  The annual percentage rate is 2 percent interest every month on the unpaid balance with a 61-day grace period.  The government has set a $12,000 limit on each transaction made on any credit or debit card in China.  Visa’s card must be paid in dollars because China’s yuan is not fully convertible.  Hence, only people who can use foreign currency in China are eligible.  Spending per card is higher in China than in almost any other country because almost all of the cards issued are solely for business use.  In contrast, card usage by Taiwanese is so widely accepted that one of the country’s top vocalists hit the top of the charts with the song “Do you love me or your Visa card more?” 



Citicorp is creative in its credit card endeavors because of many places it  targets does not have centralized credit reporting bureaus: it solicits owners of TV satellite dishes in Indonesia. In Singapore, by law, only well-to-do people, 200,000 of the 3 million residents, can legally be offered a card.  Ten other issuers, including American Express have put 700,000 cards into hands of these elite residents. Citicorp chose to go after the upper-income segment with a premium card ($75 for gold), fatter credit lines, round the clock customer service world wide and a heavy promotional blitz:  it has issued over 50,000 cards and has targeted a 10 percent share of the Singapore market. In Thailand, Citicorp has captured 40 percent of the credit-card market, relying chiefly on a sales force of 600 part-timers who are paid a fee for each applicant approved.  Citibank played to Koreans’ status-consciousness by introducing a product called VIP banking: it was a special service for customers who could open an account with a large minimum (over $100,000).  Customers can use an office in the bank for their private meetings any time they want and are served tea and cake whenever they are there; if they do not want to go to the bank, someone picks up the money for deposit or delivers it for withdrawal.


Citibank is pursuing its goal of becoming a global consumer bank. One strategy is to have ATMs located throughout the world.  It focuses on the top 30 percent income bracket of the population, to whom the bank markets itself as a status symbol and a leader in service in a competitive banking environment.  It targets to reach 10 million affluent Asian households by end of decade. It emphasizes local banking:  in Taiwan, the idea of a mortgage was revolutionary until the mid-1980s and the government was reluctant to let Citibank offer mortgages.  Home purchases in Taiwan were financed in the Chinese tradition, borrowing from family or tapping lifetime savings.  


ATMs are also becoming a hot item in South Africa due to a lack of consumer knowledge for the recently freed poor black population.  The typical savings method for such consumers was to hide money in jars in the house. Many are used to being robbed; this way, they can save and feel secure. Prior to the ending of apartheid, eighty percent of the population was estimated to be too poor or illiterate to be of value to banks in old South Africa. ATMs provide a challenge to such consumers.  They must learn not just how to use them but how to use savings accounts and checking accounts. The entire concept of being a consumer must be learned.


Japan’s banks (JCB-Japan Credit Bank who has the top selling credit card in Japan) have an international credit card dilemma:  being domestic, they could control the local (Japanese) credit and debit card industry; however, having little international presence or brand name awareness, few if any establishments overseas accepted their cards. Most spending on credit is done when traveling abroad, to avoid carrying cash. Japanese travelers, therefore, adopted American cards such as Visa, Master Card, and American Express, which were accepted worldwide. Most Japanese have a credit card but card purchases amount to less than 1 percent of all consumer transactions. 


Japanese banks, although worlds largest, are rich in assets but poor in capital and innovation. They tend to have had little experience with aggressive competition, having been fully protected until 1992. In home markets, many of the larger banks were able to enter investment banking and insurance, businesses denied to their American and Japanese rivals. National banking is allowed. European and Japanese banks also have extensive stakes in industrial companies.  Nevertheless, American banks have the technological edge and innovative edge that allows them to design and distribute new financial offerings. 



Definite cultural preferences and distinctions can be seen in the credit versus debit card phenomenon.  In Japan, debit cards dominate.  One reason is the Japanese Confucian tradition of saving before consuming, of fear of debt, of fear of obligations that debt would impose.  In the U.S., credit cards dominate.  No such fear of obligations and fear of debt occur in the U.S.  Rather, it is a buy-now, pay-later society, perfectly suited for credit cards.

Air Transportation

Federal Express decided to build an European hub in Brussels in 1985; imitating its hub system, it planned to run nightly flights from several countries and return the planes early in the morning.  It hoped that knowledge of running such a system in the U.S. would work to its advantage.  However, in Europe, customs officials must clear each system upon arrival, thus slowing considerably the process. Overseas regulators were in no hurry to let Federal Express develop an efficient hug band spoke system, often preferring to nurture their own companies. After this effort failed, company restructured by stopping delivering between cities in Europe but still handling intercontinental deliveries by setting up European partners.  The problem in that approach is volume from Europe to the U.S. is less than half that shipped in the other direction and the imbalance is costly.  The U.S. hub approach in the U.S. worked since the volume was present that could accept the high cost solution that necessitated high capacity utilization that has never been approached in Europe. Another drawback was that it started late in Europe after such companies such as DHL and TNT were already providing such service. Instead of being the leader and pioneer, it was a follower.


DHL, by way of contrast, traditionally used couriers that flew with the plane treating their shipments as personal baggage.  UPS  took a slower track.  Starting in 1976, It took UPS twelve years to build its German operation to 6,000 employees.  Instead of starting from scratch, it acquired several local courier companies.  It grew slowly and learned how to operate in Europe.  In the process, in 1992, UPS bought Star Air Parcel Service in Vienna as a gateway to Eastern Europe.  The company supports its service with a pan-European media program.


American Airlines’ Latin American division has captured 64 percent of the region’s passenger traffic flown by U.S. carriers and produces about 25 percent of the airline’s total operating profit.  Over 80 percent of the airline’s traffic comes from Latin American residents. To address local sensitivities, each of its top managers in  Latin America  is a native of the country managed.  Free flights are given to university, hospitals and other local institutions to increase local goodwill.   In response to American’s success and to compete with American and other U.S. air carriers, Latin American airlines, such as Varig, Chile, and Aerolineas Argentinas have upgraded their fleets and provide premium services for their more valued customers.   On time and service seem to be key to American’s success in Latin America. To differentiate itself from the multitude of European airlines, British Airways has developed seven brands under the umbrella of its corporate name—Concorde, First Class, Club World, Club Europe, World Traveller, Euro-Traveller, and Super Shuttle. Many countries have national airlines that are government owned and as such tend to be inefficient, providing marginal service, and having poor on-time records.  Privatization or acquisition is a last resort due to the national prestige associated with owning the airline. 

Entertainment

The Japanese having purchased many American entertainment companies call the industry  omizu shobai or ‘the water business’, meaning it is tricky to get a hold upon. American movies are the only ones that are really international.  It appears they have the know-how to entertain people. The most popular film of the 1980s  in Israel and Sweden was Pretty Woman.  Many traditional European theaters lack even a soft-drink machines, to say nothing of the U.S.-type full-service highly-profitable concession stand.  In Italy, 40 percent of the theaters do not have air conditioning, making the summer months a bust. Overseas promotion, therefore, becomes extremely different and difficult.   In Germany, where the limited supply of television advertising is booked far in advance, Columbia had to resort to a direct mailing to German households inviting them to sneak previews.  In France, television advertising of film is simply banned for fears of American cultural imperialism.  In Japan, growth is constrained by high ticket prices and a shortage of movie houses (one-tenth the number of screens for a population half that of the U.S.; 500 of which are effectively reserved for Japanese movies).  


Entertainment is a culturally-sensitive industry. Fear of foreign influence polluting the local culture and protectionist policies on local entertainment companies have fostered considerable levels of restrictive legal barriers. (GATT did not help matters as this was one facet that was not agreed upon prior to the final agreement.) Indonesian television stations generally shun foreign movies.  Singapore does not allow private citizens to own satellite dishes.  In Manila, movie theaters are expected to devote at least a fourth of their screen time to Philippine productions.  Australia has a 50 percent  rule; at least that amount of Australian content that must be broadcast on its commercial television stations. Korea forbids the playing of Japanese movies.  A Canadian rule forbids cable outlets from carrying a foreign speciality service if the Canadian version is available.  Canadian advertisers can face tax penalties for using American magazines to reach their Canadian customers.  In England, only 14 percent of daily airtime can go to imports. In Muslim countries, every item must meet a test of religious acceptability. The Mainland Chinese are so afraid of radical thoughts like freedom being emitted from the airwaves that they have launched a program to review and censor all incoming signals to the entire country. European communist countries routinely prohibited programs with religious content entirely. 

 
Brazil had some of the most widescale restrictions on foreign motion pictures in the world during the 1980s.  These included:



•  Companies had to show Brazilian short subject films along with any foreign 




feature film that was showing at the theater.



•3.4 percent of gross box office was specifically allocated toward Brazilian film 




development.



• Brazilian censors reviewed and cut or forbid films before they were released. 


• Brazilian feature films must be exhibited at least 140 days per year at each 




theater. 



• All color feature films must be printed in Brazilian labs.


Entertainment preferences also vary culturally. The British are more tolerant of nudity in television programming than are the Americans, the Americans are more tolerant of violence than the British. The Japanese allow levels of human sexuality unheard up in the United States; frontal nudity is acceptable in prime time television as long as pubic hair is not shown. Despite being an extremely conservative country as concerns sexual matters, Mexican television series tend to be risque and provocative.


The video rental industry also varies considerably worldwide: In the Czech Republic,  a customer reviews the list of store offerings and gives the attendant behind the desk his or her selection;  In Britain, corner news stores are the most common video outlets.  In Germany, most video shops are legally required to cover up their windows, lest the porno flicks inside offend pedestrians. By German law, no one under 18 is allowed to enter a video shop.  In Italy, open air markets are the best places to find cheap (pirated) videos. Violent films are the most popular in Brazil while in Japan, locally produced offerings of soft pornography are market leaders.  In Britain, the top 50 rental videos typically are all American-produced films.  The French tend to purchase rather than rent videos.  Germans go for porno and action films. Mexicans tend to buy Hollywood with Spanish subtitles.  Canadians are also American-philes in their video habits, but have special fondness for hockey videos.


Saklambac, Turkey’s number one show with 15 million prime time viewers, is a remake of the Dating Game (the dates are carefully chaperoned).  The Price is Right is the rage in Spain.  French love Jeopardy so much it is number one in its time slot.  The Wheel of Fortune is cloned in 15 countries including Poland.  The secret to these successes is to keep the format as much as possible to that of the original U.S. version.  Cultural variations are necessary (local actors, local languages, local trivia).   In Germany, farm animals are often used as booby prizes on Let’s Make a Deal.  This policy was stopped in Greece where contestants actually wanted to take them home to stew.


Thomson Consumer Electronic’s DSS (Digital Satellite System) was launched in Mexico in mid-1996 and expanded to Brazil and Venezuela later that year.  First year sales were over 500,000 units.  Fewer than 10 percent of households in Latin America get more than a few channels.  Cable Television does not exist in many urban areas. Since the satellite is different from that serving the U.S. market, dishes for Latin America must be 24 rather than 18 inches.  On-screen programming can display any of three languages: Spanish, Portugese, and English.  Multiple voltage requirements were necessary as household voltages vary from 80 to 240 volts in Latin America. 

 Tourism

Tourism is the largest business in the world, generates more than $3.4 trillion in sales, accounts for 10.1 percent of worldwide GDP, employs more than 204 million people (one in nine working people in the world), and contributes more than $654 million in tax revenues.  Tourism is not uniform across the globe; while 40 percent of Europeans have visited other countries only 7 percent of the Japanese have traveled abroad.  The United States leads in market share of tourist expenditures followed by France and Germany; Europe is the most visited continent and receives nearly 60 percent of all international tourist visits (compared to just 3 percent for Africa). While most tourists visit industrialized countries, they are increasingly visiting third world countries. The inevitable cross-cultural contacts of tourists in a foreign land provide many an opportunity for negative encounters and dangers. Commercialization of a culture is an effect or consequence of tourism but changes in culture are usually occurring prior to the advent of tourism and continue to take place in response to other forces of modernization.


An interesting cross-cultural tourism example was that of promoting India to the U.S. tourist market.  The cultural differences between India and the U.S. provides an explanation for the campaign conducted and the poor response received.  India and the U.S. differ considerably in two Hofstede dimensions, individualism and Power.  American individualism  requires that in all promotional appeals be directed towards an American traveler; the message must be addressed to and made relevant to the individual as well as reflect friendliness and informality.  The prospective American traveler needs to be assured of adequate free time to relax or explore,  ample opportunities for shopping and the flexibility to select activities that suit the individual.  The fun aspect of vacation travel should be emphasized. The original Indian approach which stressed typical Indian values failed; the revised approach appealing to American values was considerably more successful.


Lufthansa stresses the primary benefit of punctuality which appeals universally to businesspersons.  A Bahama tourism campaign emphasized its clean water, beaches and air but in Germany specifically focused on sports activities available in the islands while the emphasizing humor in its UK version.  Resort owners catering to Japanese tourists find they must import sake to quench Japanese thirst. A Japanese tour is not for the faint of heart.  Japanese take few long vacations and their vacation packages are crammed with activities with a long day (from an early rise to a late night, the agenda is fixed). The Four Seasons Hotel chain provides special pillows, kimonos, slippers, and teas for Japanese guests.  The Japanese are not adventurous and do not necessarily want exotic surroundings but a replica of home.  As such, special furnishings and food products must be imported to satisfy their needs.


Golf Architects have been pulled towards Japan in their desire to build championship golf courses.  Golf courses are different in Japan than found in U.S. since Japanese golf courses are meant for golfers with high handicaps because Japanese golfers take up the game late and have little time to practice or improve their game. Due to limited flat land, Golf courses are usually built into hillsides, taking the terrain as it is.   Clubhouses must be huge because most Japanese live in cramped quarters and they want opulence during their leisure time.  Golf courses typically have wide open fairways.  In addition, all golf courses must have large reservoirs to hold water in case of torrential rainfall and typhoons, which are common in Japan.


Tourism can affect whole economies.  Cuba expects tourism to become its number one industry in the late 1990s.  The Nicaraguan Ministry of Tourism projects the number of tourists visiting Nicaragua annually will increase from 200,000 tourists in 1993, to 500,000 by the year 2000.  The income generated during this span will increase from $29.6 million  to $250 million.  In Votualailai, Fiji, the majority of village adults, both male and female, are employed by the nearby Naviti Resort, and all, while mostly employed in service and unskilled jobs, are earning far greater incomes than people in Navutelevu a nearby village not impacted by tourism.  In this case, tourism has an affect on income distribution of those regions which offer such destinations. 


Tourism may also deprive indigenous people access to the resource areas they traditionally have used for hunting, fishing, and foraging, potentially driving them further into vulnerable ecosystems or into resource-degrading employment.  Tourism also is an unstable source of income, subject to widely fluctuating demand scenarios; local economies relying heavily on tourist dollars can be severely disrupted by a sudden decline in tourist arrivals.  In Cuzco, Peru,  in response to extreme terrorist activities in Peru, tourism dropped more than 80 percent causing 43 of the area's 128 officially registered hotels to close and most hotels to operate under 30 percent occupancy rates during 1992. Specific terrorist groups in Kenya, Papua New Guinea, Egypt, and Peru have harassed or killed tourists in an effort to destabilize government regimes in those countries highly dependent on tourism revenues.  Japanese tourism in the Philippines dropped significantly after only one incident in which a Japanese businessman was murdered.


The marketing of services is significantly different from the way goods are marketed. These differences are tremendously magnified when dealing with the cross-cultural elements present in international marketing. 
Restrictions on what one can do domestically may not apply to one’s competition abroad: Britain’s Post office is also responsible for providing a much more extensive range of services than that allowed by its peer in the United States, including a large banking operation the National Girobank and the nation’s telecommunications services (prior to its privatization).  In Britain, postal outlets serve as an outlet for government services and provide more than 100 different kinds of transactions: sales of licenses, payments, government securities.  High postal charges and a small densely populated country have allowed  its Postal Service to make profits each year.
*



SUCCESS FACTORS FOR INTERNATIONAL SERVICES


•Provide a Flexible Offering. Software makers are developing ways to make their programs more polyglot. Most personal computer software is written in American English for U.S. computer keyboards. Translating and adapting software can be immense task. Lotus keeps nearly 300 employees working on translation overheads. The solution entails two items:  designing every new program from the beginning to accept any generic language and to specify afterwards which language it is going to use.  The second part is specifying a standard code for every alphabet that a computer could instantly retrieve and use.

•Adapt to Local Markets. Modifications made by service providers include Wendy’s adding shrimp cake sandwiches in Japan, Shakey’s adding charizo in Mexico and  squid and cuttlefish in Japan, Arby’s  deleting ham sandwiches in Arab countries, KFC serving chips instead of fries in Britain and rice and smoked chicken in Japan, and Burger Queen changing its name in England to Huckleberry’s to avoid insulting the Queen. American International Group, Inc., the first foreign insurer in China, has 5,000 door-to-door salespeople in Shanghai alone.


•Offer Support Services. Charles Schwab operates a telephone center in San Francisco that offers services in seven Chinese dialects and a center in Florida that offers services in Spanish and Portugese.

•Understand the necessary physical infrastructure and its availability and restrictions before entering into a market.  Credit cards need computer systems, phone lines, and a means to check validity of the card before mass penetration can be accomplished.  If the infrastructure is lacking, introduction and penetration of the market will be difficult and negligible, if not impossible.  

•Make a Commitment to foreign clients. Before a new KFC is opened in Japan, a Shinto priest is asked to bless the new store and nearby tradespeople are invited to the opening ceremony.

•Provide superior quality of service: Customer marketing.

