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Are your product sales lagging in this tough economy? Join the club; just about every business-to-business marketer feels the slump. But not everyone is simply hanging tough with the same old strategy from boom times, and not everyone is relying on such desperate measures as layoffs, price concessions and indiscriminate spending cutbacks to survive. 

Smart manufacturers are adjusting strategy to emphasize the service side of their businesses. And if they don't already have a potent service component among their offerings, they're adding one. They realize that in b-to-b markets, service-either as a stand-alone offering or as part of a bundled offering surrounding a product-can differentiate them from the pack, combat margin squeeze and provide competitively superior value that cost-cutting rivals can't hope to match. 

Well before the economy soured a year ago, business services had blossomed as a core strategy even for engineering-intensive manufacturers. Armonk, N.Y.-based IBM and Fairfield, Conn.-based GE Co. are two poster boys of the movement: IBM generates more than $37 billion in revenue from its IBM Global Services business, which employs more than half of its work force, and General Electric's acclaimed chief executive, Jack Welch, speaks of the future GE as a global service company built around high-quality products. 

Those firms and other industry leaders recognize that business customers want problem-solving solutions, not just great product features. Those solutions are increasingly likely to include services, particularly as technology shortens the product-innovation lifecycle and erodes the higher prices that innovation can command. 

"You can no longer just throw products over the wall and expect to succeed," says services marketing guru Stephen W. Brown, director of the Center for Services Leadership at Arizona State University in Tempe. 

Of course, business services come in all flavors and are hardly new to the marketplace. Professional services such as law and advertising, and industrial services such as carpet cleaning and waste treatment, have long existed for their own sakes. And services supporting the sale of a product go back eons, to flint spear-tip makers offering mastodon hunting advice to customers. Services bundled with the product offering-and unbundled for those customers who don't want them-create a competitive advantage that's tough for competitors to match, at least in appropriate market segments. 

Service-oriented strategies do pose risks, however, particularly for manufacturers simply grafting a service enhancement on the same old offerings and product-centric strategies. The service must be flexible enough that it can be tailored precisely to the customer's perceived needs. The presentation skills of marketing, positioning and selling are critical if the strategy is to succeed with customers who, after all, have good reason to be wary: Buyers cannot probe, pose and test a service in advance because the service exists only as it's performed, using processes the customer might not understand and be able to evaluate. The customer must rely on the marketer's track record, reputation and other indirect cues about what to expect. 

Also, while a manufacturer can avoid shipping defective physical products from the plant, the service-performed in real time at the customer's site-cannot be pulled back or hidden from the customer if it's bungled. And the quality of service rendered depends heavily on the expertise and customer-centric attitude of the seller's employees or agents, which is a cultural issue often foreign to traditional manufacturers. As Brown explains, an IBM Global Services customer, for example, expects the firm to recommend the best equipment for an application, even if it's not IBM hardware. 

"Unless IBM provides the superior product, IBM service people have to feel comfortable recommending another brand. They are providing a professional service, and the continuation of their contract as a service depends on them maintaining credibility," he says. 

As declining markets ratchet up the pressure on marketers, differentiated offerings with palpable value enhancements increasingly become the intelligent marketer's strategic weapon of choice. Cutting back marketing spending only hands market share to those competitors who don't cut back. Layoffs-particularly the buy-outs that tend to attract your best personnel-are just as short-sighted, sapping a company's long-term strength for a fleeting short-term gain. And giving up margin by cutting price and hoping to protect market share isn't a strategy. At best, it's a passive, "OK, kick me" strategy and, at worst, it's suicide. 

The right answer in tough times is competing smarter, with services often being the answer. 

 

