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Beca Group

Background

The Beca group is a multi-disciplinary consultancy with
headquarters in Auckland and regional and project offices
throughout South-East Asia and the Pacific. The organisation
traces its roots back to the beginning of this century, and has now
practised continuously for over 80 years. Beca provides a full
range of engineering, planning and related services to handle
projects from inception through design to implementation (cf.
www.naturalhazards.co.nz), with offices in New Zealand, Australia,
Singapore, China, Indonesia, Malaysia, India, the USA, Brazil and
the UK, the company has secured projects in more than 60
countries. A very diverse client base includes government
departments, public organisations, commercial and industrial
conglomerates, and private individuals that are regularly served by
entering into alliances with local partners (cf. www.beca.com).

Examples of Beca’s work can be seen throughout New Zealand,
South-East Asia, the Indian Subcontinent and the Pacific, and as far
as away as Afghanistan, Belize, and Tanzania in port and marine
works, tunnels, roads, bridges, water supply and sanitation
schemes, petrochemical and industrial plants, commercial,
residential and institutional buildings. Beca has permanent staff of
over 1,500 (cf.www.beca.com), the majority of whom hold
professional or technical qualifications in civil, structural,
geotechnical, electrical, mechanical, chemical engineering or in
allied disciplines such as surveying, geology, quantity surveying,
valuation, plant inspection, economics, financial and cost control (cf.
www.naturalhazards.co.nz). Beca has a good track record of
working for World Bank projects and for projects funded by the
Asian Development Bank (ADB).

Market entry and business in India

Beca, through one of its operating companies Beca International
Consultants Ltd, entered the Indian market during the period of
1997—1998 as a logical consequence of extending its focus on Asia,
and with a good track record in other countries such as Singapore
and China. The springboard project into India was the major road
construction programme funded by organisations such as the World
Bank and the Asian Development Bank, with which Beca secured a
number of initial projects in India. The first successful bid took
about four years to be realised and required the development of
alliances with local consultants, and an intensive phase of learning
about the institutional environments in India.



Finding a suitable country representative with the support of the
New Zealand High Commission was also a decisive factor for a
positive market entry into India.

Success factors

Beca’s experience in India suggests a number of factors that are
likely to contribute to a successful engagement for New Zealand
firms on the Indian subcontinent, especially for professional services
firms like Beca International Consultants Ltd. As mentioned above,
a successful market entry needs to be well planned and requires
investments in learning about the institutional environments. For
many New Zealanders, it appears at first sight an easy environment
to operate in, based on similar administrative heritage from the
British system; that is, English as the official language, a similar
educational model and so forth.

In Beca’s experience, these assumptions are incorrect and
managers need to acquire experience of how this environment
operates. For instance, the Indian system is very bureaucratic,
which is just a fact of life that can be dealt with when prepared.
Part of the solution to that challenge is hiring a local manager, a
country representative, who is well connected, of a high social
status, and well educated. Ideally, such a person has lived in New
Zealand and wants to return to India.

The real challenge of bureaucracy comes when it is paired with
petty corruption, which is a difficult issue, especially for New
Zealand companies who do not have exposure to that behaviour on
the home market. Another important factor for professional
services firms trying to get into India is the formation of alliances
with local consultants, through which a firm can tap into existing
networks, and generating legitimacy on the market, which is a key
factor for success. For Beca, this, and projects funded by the
World Bank and by the Asian Development Bank, created the
credibility that is necessary for business in India.

Another success factor, identified through Beca’s experience, is
making a long-term commitment early, because of the importance
of relationships and personal networks. As part of this
commitment, Beca offers internships for undergraduate Indian
engineers to build capability, with a longer term goal of employing
these graduates to supplement resources available in New Zealand.



Barriers

Beca has experienced difficulties associated with agreements being
changed over time, in order for special allowances to be granted.
For example, contractors, and sometimes governmental
organisations for which they carried out projects, would change
contractual clauses by re-interpreting certain rules and clauses.

As already mentioned, bureaucracy paired with corruption is a
barrier to doing business in India. In the extreme Beca has seen
this taken to a level of intimidation and potential violence. These
and other issues have influenced them to rethink their position and
to decide to focus on projects that are financed by private capital.

A big issue for Beca concerns human resources. Providing
professional engineering services requires hiring highly-educated
engineers internationally, who are willing to live and work in India
as expatriates. The cost involved in recruiting such individuals is
enormous, and can be as high as NZ$15,000—20,000. At the
same time, it is very difficult to retain these managers long-term as
India is often perceived to be a difficult country for expatriates to
live in. Contributing to this is a lack of socialising opportunities and
issues with personal security for foreigners, especially in rural

areas, resulting in a high turnover of engineers in India.

Therefore, solutions like entering into joint-ventures with local firms
provide a feasible alternative. In this situation, firms like Beca can
use one or two expatriate engineers to supervise the work of

40 to 50 Indian staff. This factor is important in the road
construction industry in India, because increasing price competition
drives companies to seek economies of scale and to reduce their
expatriate workforce, which costs four to six times more than local
staff. Particular challenges also arise in relation to projects for
institutions like the World Bank or Asian Development Bank, where
relationships with the funding organisations are only at arm’s length
through government bodies and their visions are targeting
institutional change, which is fundamentally different from business
objectives. This leads to requirements to hire local staff, even if
there are no qualified engineers available.

Lessons

For Beca, the Indian public procurement market is difficult,
especially in comparison with other markets, such as China or
Singapore. Their recommendations for New Zealand firms
interested in India include the following: making a commitment and
having a long-term orientation, which allows them to learn about
the institutional environments, partnering up with local people and



firms that possess the right skills and have access to influential
networks, and carefully selecting the market they might wish to
work in.

Future opportunities

Beca is planning to reduce its involvement with the public sector in
India, in favour of working through foreign direct investments from
countries like Singapore. Part of this long-term plan is to shift the
focus from government projects to privately-financed projects,
which tend to be less bureaucratic and where decisions are made
faster. Beca International Consultants’ first projects funded by the
Asian Development Bank and the World Bank provided a good basis
for this direction, because they created a local reputation for their
services. In the future, it is possible to think of strategies like
those pursued by a number of French or Dutch companies in the
professional services sector, which ‘re-import’ services rendered by
Indian subsidiaries into their home markets.



Beca International Consultants Limited and
Robinson Seismic Limited

Background

Beca International Consultants Ltd and Robinson Seismic Ltd are
part of the Wellington Earthquake Engineering Cluster. Beca is a
large multi-disciplinary consulting company with about 35 percent
of its business generated overseas. In the Indian market, Beca
works on many projects that are funded by the World Bank and by
the Asian Development Bank (ADB). Robinson Seismic Ltd is
specialised in seismic protection and isolation devices.

Market entry and business in India

Robinson Seismic entered the Indian market in 2001/02 partly
through previous work of the founder in that market and through
pre-existing contacts of the existing CEO, who had worked in the
Indian market in previous positions. The trigger for entry was the
January 2001 Gujarat earthquake in India, leading to a project to
isolate the base of a new hospital to protect it from further
earthquakes. Also, for Beca, the Gujarat earthquake was the
significant event that marks its involvement in consulting for
seismic construction engineering projects, mostly funded by the
World Bank and ADB.

Robinson Seismic found that New Zealand Trade and Enterprise
(NZTE) and the New Zealand High Commission can be instrumental
in entering India because these organisations can help to open
doors for New Zealand firms. They assist these firms to get
acquainted with well connected people, who are particularly
important for firms providing services and highly specialised
products to gain entry into India.

In the case of earthquake engineering, India is an interesting
market because it has a sufficiently high level of development,
meaning that decision-making bodies recognise the consequences
of earthquakes and acknowledge the fact that something can be
done — a precondition not always found in developing countries, for
example in Latin America or the Philippines.



The reputation of New Zealand in earthquake and disaster
engineering is an asset for entering a country like India. This
factor can be very beneficial, especially in projects that have high
political prestige, where paying a premium for New Zealand services
is possible.

Success factors

The New Zealand High Commission has provided excellent service
by introducing Beca to politically well-connected people who are
able to influence decision-making at the highest levels. Both firms
pointed out that they could only be successful in winning projects in
India because they have agents who are very well-connected
politically and who are able to introduce them to the right officials.
The fact that the agent might have neither engineering background
nor understanding of the actual product or service is of no
importance. If a firm can find an agent who is well-connected,
then there is a realistic chance of winning bids well before they are
opened up for tender.

Another factor contributing to success in India has been identified
by Beca. Working with top construction firms, like Larsen and
Toubro Ltd, India’s largest private engineering and construction
conglomerate, provides a good basis for working on the Indian
market because their construction engineers have an understanding
of how to implement a project and the complex engineering behind
it. Both firm representatives agreed that there is a ‘cricket factor’
which creates a positive attitude towards New Zealand companies.

Barriers

Robinson found that inertia and the lack of decision-making
capabilities of people at lower administrative levels can lead to
inactivity, which can prolong project planning and execution for
many years. For high-quality engineering services, as provided by
Beca, and high-tech specialised solutions, like those provided by
Robinson, one of the entry barriers to the Indian market is a biased
public procurement procedure and the process used to short-list
tendering companies.

In that process, technical capability to undertake a project accounts
for 80 percent of the evaluation criteria, while the cost contributes
20 percent. In practice, though, firms like Beca have found that
their tenders are often unsuccessful because of perceived
insufficiency on the ‘technical capability’ score, while the real reason
has most likely been the comparatively high costs involved.



Funding through the World Bank involves the application of an
objective procurement process, but in reality this process is
undermined by bureaucracy and possible corruption.

Both phenomena, bureaucracy and corruption, are factors that any
firm needs to be aware of in India. These factors are hard to deal
with, especially when they appear together. Neither company gets
involved in corruption in India, but accept that this is part of the
practice of their agent, who is probably reimbursing payments out
of his commission.

Another inhibitor for successful bidding experienced by Beca has
been the failure of international postal services to achieve reliable
delivery within the specified time. This has sometimes led to
substantial upfront investments for project evaluations that have,
based on short tender notices, been fruitless because of postal
delivery inefficiencies. Both firms have also experienced situations
where projects have effectively been assigned to bidding firms well
before the official procedure for selection or short-listing was
completed.

Beca has experienced difficulty in finding qualified engineers who
have the capacity to understand earthquake engineering.
According to Beca, this is somewhat unexpected, because some
Indian Institutes of Technology (11Ts) have a reputation for top-
class engineering programmes. In practice though, both firms
have come across a lack of understanding when it comes to their
field of engineering.

An indirect barrier for New Zealand firms entering India is grounded
in the comparison with China. Both companies suggest that any
firm deciding to enter a big emerging market would find it easier to
establish business in China than in India. They agree that the core
for that phenomenon is based on the fact that decisions are
generally made a lot faster in China than what they have
experienced in India.

Lessons

The most important lesson for New Zealand companies
contemplating doing business in India is for them to understand the
importance of building networks and knowing people in India who
are well connected to key decision-makers. This is especially
important for business derived from government tenders.

For construction services firms, a particular factor that needs to be
understood is that India has a good tradition of and high standards



for building codes, which have been in place for over 40 years, but
which in practice are not always followed and policed sufficiently.

Future opportunities

Gaining business by government tender is likely to continue to be
difficult while such tender processes remain bureaucratic and lack
transparency. As more of the associated industries become

privatised, Beca believe that opportunities for doing business in
India will increase.



Cadmus Electronic Systems
Background

Cadmus makes EFT-POS machines, using smart technology. The
company provides totally integrated hardware and software for
delivering payment solutions to merchants and retailers. It is New
Zealand’s only manufacturing and software integrations company
operating in this area. The company manufactures the terminals at
the end of the digital line that connects the merchant with the
banking system.

Cadmus has been operating for six years as a commercial entity.
One of the originators of the company had experience of the
EFT-POS market, distributing equipment for another supplier in
Australia. He came back to New Zealand and saw opportunities to
improve the product. The New Zealand market for EFT-POS is quite
sophisticated and consumers are very early adopters. In New
Zealand, there are simple digital banking systems, which require a
smaller and less complex banking infrastructure, providing an ideal
market for Cadmus to develop their technology.

The company has undertaken business using distributors in a
number of countries including Australia, Singapore, Malaysia, U.A.E,
Nigeria, Kenya, and now India.

Market entry and business in India

India has been on the company’s agenda for a while. Cadmus has a
business partnership with a technology company in Singapore, and
they first thought of Singapore as a gateway to India, particularly
as the Singapore company already had a presence there. This gave
Cadmus an opportunity in the market.

Cadmus obtained their first order on the basis of the credibility of
their Singapore connection, and the backup of the New Zealand Inc
approach created by the Prime Minister’s visit in 2004. The Prime
Minister’s visit was a catalyst. It created a wonderful opportunity
and made a big impact.

Their first order was with a company called ICICI Bank — one of the
largest banks in India. This was assisted by recommendations
received from a major global credit card company. Cadmus flew
engineers to India to get the order set up.
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The business in India is still in an early pilot stage. The product
has been sent to India and it is starting to be implemented now.
Major early deals are focused on the banks, and these will be
followed by a focus on marketing of the EFT-POS machines and
solutions to organisations with distribution to retailers.

Success factors

Cadmus emphasises the value of market research. Undertaking
market research in India was assisted by NZTE, who spent time
investigating and understanding large Indian corporations, which
are potential customers. A New Zealand Inc. approach, initiated by
the Prime Minister’s visit, was really valuable for targeting many of
these large corporations. Cadmus would have preferred to do more
market research before the Prime Minister’s visit, in order to better
target potential customers; however, the visit was very
instrumental for opening doors in India. A lot of time, investment
and other resources were expended to build business from this
opportunity. Subsequently, Cadmus has maintained its relationship
with many of the Indian companies involved, and is now reaping the
early benefits of their investment. The Prime Minister’s visit also
helped to further promote New Zealand’s image in India, building on
the existing strong positive association with cricket.

It took Cadmus about twelve to eighteen months from the time of
first contemplating doing business in India to getting the first
order—this was considered quite a fast process for this market.
Credibility is an important part of Cadmus’ success in India. The
company is still investing in building credibility, and expect that it
will take a couple of years to achieve payback from its initial
investments.

Cadmus’ strength is in producing solutions. Banks do not
necessarily want the ‘lowest cost box'—they want to have complete
systems that work—solutions-based and providing added value.
While Cadmus has not experienced any intellectual property (IP)
concerns in India, breaches are a global problem, and the only real
way to protect IP is through the total integration of knowledge, and
know-how relating to the setting up of solutions and systems.
Sourcing from their Singapore partners helped Cadmus to develop
the scale needed for India. The Singapore partner will be very
valuable as a partner in developing the market further.

Cadmus uses a local person for their own representation in India,
recognizing the need to merge their technology with local
knowledge of the market. They are committed to doing business in
India properly, as they know they will “get buried” if they dabble
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around the edges of the opportunity. Cadmus believes that Indians
are extremely competent, and well educated, and have a long-
standing culture of trading and selling. The company, therefore,
spends a lot of time in choosing the right people to represent them.

Barriers

Cadmus cannot build the market until the necessary infrastructure
is in place. In most regions in India, they need to first invest in
order to integrate their systems into the existing banking systems.
The company has spent approximately NZ$1 million on software
development and marketing in India already, just to get the market
ready.

India’s government bureaucracy makes doing business there very
slow, but, generally, banks and the private sector are not hampered
by government involvement. However, India needs more
infrastructures, including electronic banking. A lot of state-run
infrastructure developments are manually implemented—for
example, road construction. It seems that the race to build
infrastructure is the thing that will determine India’s growth rate.

In general, knowledge and capability already exist in India for
business and marketing. There is a need, however, for local people
to develop skills to handle and sell total integrated banking systems
and services.

Lessons

Cadmus notes a number of key lessons for other New Zealand
companies, gained from their own experiences there. New
Zealanders’ need to get a clear sense of scale in overseas markets,
including India; they need to know how to scale up from New
Zealand to international markets. The challenge lies in knowing
how to aggregate resources, and this requires a focused approach
from a good solid base, such as in New Zealand or Australia.
Entering the Indian market can, therefore, be a daunting
undertaking for New Zealand companies. They need to assess how
to use their resources effectively—how much effort and resources to
commit. But companies also need resources to stay there, to do
things well and weather the difficulties.

India needs a different approach. Companies need to do a lot of
homework first, regarding the size of the market, major players,
market dynamics, and likely and potential partners. India is a very
complex marketplace, and it is best to have a local person who
knows the market. A good partner is essential. It is important to

12



realize that Indians are very good traders and good negotiators,
and it is essential to build relationships based on trust. Companies
need to have focus—to develop solutions wanted by customers
(merchants and retailers). It is also important for companies to
prove their value, especially if they are new to the market, and to
establish credibility. Building credibility at the top level before
getting sales is crucial.

Future opportunities

The opportunity for doing business in India is vast, but companies
need to be focused. Companies cannot go for a ‘whole of India
approach’—it is too big and complex. Itis far better to take a
‘whole corporation in India’ view, and links with large corporations
are important. Companies must make a full and long-term
commitment to doing business in India; they cannot succeed “doing
it around the edges”.
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Fisher and Paykel Healthcare Ltd

Background

Fisher and Paykel Healthcare (FPH) have existed for over 30 years,
producing respiratory-based products. Throughout that time the
focus has largely been on export markets.

Currently FPH employs around a thousand staff (300 or more
off-shore), and has a turnover of about US$160 million — exporting
products to most countries in the world.

Essentially the company sells to hospitals and to dealers in
healthcare equipment. It has three broad sales channels:

Through its own sales organisations in its major markets;
Through distributors in about 90 different countries;
Sales to original equipment manufacturers.

Market entry and business in India

The company first entered the Indian market about 20 years ago,
through the third channel as mentioned above. It sold to the
manufacturers of ventilators who would then incorporate FPH
respiratory equipment (always with their branding) into that
product. However the market only developed slowly utilising this
approach.

Subsequently they moved to appointing distributors in India, with a
New Zealand based manager making many trips to the market.
This led to improved sales, but still lacking significant momentum.

About five years ago the company accepted that as India would
inevitably be a large potential market for them in the future, they
therefore had to commit more resource to it. So they appointed
their own representative. Much care was taken with this
appointment. Having such a representative has intensified their
knowledge of the market, helped them deal with regulatory issues,
the bureaucracy, and indicated to key players in India that they
were there for the long-haul.

Two years ago the company then moved to opening a warehouse in
India, and held stock there. This greatly assisted their many
distributors in India—they have about 90 of them (because it is
such a large and spread-out market) who operate at the local level
and for whom importing stock would be a major difficulty.
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FPH now has nine of its own staff in India, including an accountant
(‘a very important step’), and several sales staff. Their
representative in the market has developed into a significant asset
for them. Being an engineer he has great technical capability, has a
great work ethic and works hard. The company brings him to New
Zealand two or three times a year to ensure he is fully up to speed
with the company’s ongoing product development and strategies.
Sales staff are also brought to New Zealand, as the company finds
this develops their loyalty. They consider that by bringing their
Indian staff to New Zealand “they get their money back in spades”.

Success factors

The company has adopted a strategy of only putting its premium
products into the Indian market, but to do so at a non-premium
price. This helps to develop the market as income levels rise.

Now that they have found the appropriate operational mode (own
representative and staff, and a warehouse in the market) the
company is, after a number of years, experiencing rapid growth in
India. Their business there is becoming significant.

While their overall experience has meant that they have not had to
draw on the services of New Zealand Trade and Enterprise in the
market, they have been grateful to be able to utilise the New
Zealand High Commission premises for functions. Such functions
have been particularly useful in attracting the attention of key
medical staff in India; as such people are key influencers for the
types of products made by FPH.

Barriers

Tariff and non-tariff barriers have not been of significance for the
company (other than a high tariff on infant warmers). Nor have
regulatory issues been much to the fore. However they have had to
adapt some product lines to deal with particular circumstances —
for example some Indian hospitals do not have supplies of air in
their wards. Differences between the States in India have not
impacted on their business.

Intellectual property (IP) issues have not caused major problems so
far. The company always seeks to protect its core technologies,
and is doing so in India. The English-type law system there has
meant that the process has been satisfactory to date. Certainly it is
easier to deal with in India than in China.
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The company does have competitors in the market, but their
products are more advanced than those of the other companies.
This also assists with potential IP issues. The company employs
200 research and development staff, so that philosophically the
company’s success is based around constant innovation.

Lessons

Although the company considers that the only significant error they
made so far in India was in not putting stock into the market
earlier, even an experienced exporter like them has taken at least
10 years to get up to speed there. Therefore they consider that in
tackling India, New Zealand companies should not think in the
short-term; rather they must adopt a long-term view of market
development. Likewise they must move towards having their own
carefully-chosen representative in the market.

Future opportunities

FPH sees huge potential for the India market. Currently, India only
spends about US$1-billion on medical devices, whereas Australia
spends AUS$1.7-billion; so the company is taking the long-term
view, which it considers to be important for any company doing
business in India.
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Solid Energy New Zealand Ltd

Background

Solid Energy New Zealand Ltd is a State-Owned Enterprise, formed
in 1987 following the corporatisation of the State Coal Mines. It
operates seven coal mines from Huntly in the north to Ohai in the
south.

Coking coal from its West Coast mines has the lowest ash, lowest
phosphorous and highest vitrinite content in the world. Solid
Energy markets this coal to the world’s leading steel producers and
to international niche carbon markets. While a significant exporter
in New Zealand terms, Solid Energy’s share of the world
international seaborne coal market is less than 0.5 percent.

Solid Energy began exporting in the mid 1970s, with Japanese coke
makers purchasing trial cargoes and eventually signing evergreen
agreements to underwrite the upgrade of the mining and transport
infrastructure. Japan is still its largest market, taking about 35
percent of Solid Energy’s exports. India is now Solid Energy’s
second largest export market, taking some 30 percent of its
exports.

Market entry and business in India

By the mid-1980s the Japanese business had become well
established and Solid Energy began looking at emerging seaborne
coal markets in India, South Korea and China. The move into the
Indian market came towards the end of the 1980s and was initiated
by a liberalisation process in India, which enabled the Steel
Authority of India to look beyond its own shores for supplies of coal.
At that time New Zealand, Australian and Canadian coal producers
were among a number of countries approached by the Steel
Authority about possible supplies.

Faced with this development, the company obtained from the New
Zealand Trade Commissioner’s office in India a list of six potential
agents. The company travelled to India and met with all of these
potential agents, and, after careful analysis and consideration,
appointed one of them as its agent/representative in India, a
relationship which continues to this day.

Initially, sales to the Steel Authority were through a series of spot

tenders, but once performance had been proven, Solid Energy was
invited to offer a long-term contract proposal. Solid Energy has
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maintained this status for 12 years and is only one of four coal
producers with long-term contract status. This has been a critical
success factor, and, right from the start, their agent in India worked
towards this goal. The contract has enabled both parties to realise
the full value of the special New Zealand coal.

Success factors

A key success factor for Solid Energy in India has been their agent.
The care taken in finding an appropriate agent has really paid off for
Solid Energy. He has taught them a great deal about the
marketplace. He maintains strong linkages with the customers and
with potential support agencies, such as the New Zealand High
Commission. Solid Energy is his only agency for coal.

The company has also been careful to treat its Indian customers
well. They bring key staff from their customers to New Zealand to
see the Solid Energy operations here, and to show them some of
the country, and they take care to look after them every step of the
way.

Also in terms of providing gifts, they are careful to be aware of
Indian preferences for well-known brands. When giving New
Zealand-based gifts they ensure that the gift and its significance is
fully explained and supported.

While the communications in India are no longer an issue, Solid
Energy is careful to maintain a solid schedule of visits to their
customers—there would be four or five visits a year by members of
their marketing team, and the chairman, chief executive officer and
chief operating officer take turns to visit every year.

A success factor for the company has been its maintenance of close
links with the New Zealand High Commission and the Trade
Commissioner in New Delhi. The ability to host functions at such
premises, which are prestigious in Indian eyes, has been most
useful. The company has also been conscious of using New Zealand
as a brand. New Zealand and New Zealanders are well known and
respected in India. They are seen as practical and down-to-earth.
Our clean green image assists, and then of course there is always
cricket!

Barriers
A barrier to the development of sales to India was the poor state of

communications within India. Telephone calls and email were
difficult, and telephone conferences were impossible; thus visits to
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the marketplace had to be frequent. Even through to 2001 faxes
were the main means of communication. However all that has now
changed.

Shipping had been another potential barrier to trade in the late
1980s Solid Energy established an effective shipping solution to
India by the mid 1990s and now this process is managed by the
customer. Now that the customer arranges the shipping, and Solid
Energy operates a ‘just-in-time’ system for the handling, transport
and export of its coal, a lot of time is spent by the Indian
representative in ensuring that the shipping proceeds smoothly and
on schedule.

The company has not had to deal directly with the issue of
corruption. Being a government-owned entity assists in this
respect. They claim that they have never been put under pressure
on this matter.

However bureaucracy is something they do have to deal with.
Contracts in particular are often very wordy and detailed.
Negotiations tend to be prolonged, and the Indian side will seek to
test their position on every aspect. Public officials in particular are
under pressure to account for every detail. But the negotiations are
friendly. Contract negotiations with private sector customers
sometimes move very quickly and tend to take a more expansionist
approach.

Solid Energy notes that business travel conditions in India have
improved enormously in recent years. There are excellent hotels
available (and business meetings in hotels are very acceptable in
India), food hygiene is much improved, and the food is great.

Lessons

Solid Energy considers that other New Zealand companies have to
give serious consideration to entering the Indian market soon, so as
to take early advantage of this economic surge. But New Zealand
companies need to be patient in developing their markets there.
The company advises that the appointment of a good on-the-spot
agent is crucial, and that this process must be given detailed
attention by each and every exporter. Exporters should not over-
promise on what they can deliver. They must keep the customer
informed at all times, and be transparent in all their dealings there.
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Future opportunities

The company is very optimistic about its future in India. Given the
country’s emergence into the similar high growth cycle to China,
and the consequent burgeoning of project development, usually in
the hands of private enterprise, it sees great potential for the
future.
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Glidepath Ltd

Background

Glidepath Ltd commenced operations 38 years ago, as a general
engineering company. For the past 27 years it has specialised in
airport baggage handling systems. Over this time, it has been
involved with 426 airport projects, each one at least a little different
from the others, in 38 countries.

There have been two major developments in these baggage
handling systems during the period of Glidepath’s involvement with
the industry—the introduction of automated baggage sorting
barcodes, and the development of scanning for explosives.
Glidepath has usually been a leader in developing appropriate
solutions, and is considered to be an innovative company within the
industry. It has invested in high-level software to integrate with its
systems and with those used by major airlines.

The New Zealand content of its systems is high, except in the USA,
where it has set up its own factory to meet the particular
requirements of the markets in the Americas.

Market entry and business in India

The company first tackled the Indian market through a small
installation at the New Delhi airport in 2000. However it did not
adopt a consistent and planned approach to the market until 2004.
At that point, Glidepath recognised that India would become a huge
market in the near future, and that they therefore needed to
demonstrate a committed long-term approach to it.

There are 126 civil airports in India, all owned and operated by the
Airports Authority of India, a Government entity. Privately-owned
airports are also beginning to be built. Some privatization is
occurring, with 49 percent foreign ownership now allowed. There
are many new airlines in India, and, given the growing affluence in
the country, there is 30 to 40 percent growth per annum in
domestic traffic volumes, and 12 percent or more in international
traffic. Airport terminals are often very congested.

Most of the business is conducted via tenders, on a
supply/install/maintain basis. The company therefore now has a
local agent in the market, who maintains contact with the Airports
Authority, which is the largest potential customer there. The agent
assists with the tendering process, and engages local labour to
assist with installation. Also, the company has employed an Indian
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national in New Zealand, who among other things, helps develop its
understanding of Indian business culture.

Success factors

Glidepath is well recognised internationally for its capability; the
company considers itself to be in the top 10 companies in the world
for the kind of equipment it produces. Glidepath has brand
credibility on which to build, and it is prepared to take a long-term
view of the market. Key components of the company’s success are
its willingness to be flexible and innovative in responding to the
needs of the client. The company says it seeks to learn as it
proceeds and to alter its strategies, if required.

However, the company concedes that it made a number of errors
during its first contract in the Indian market, particularly through
not having the right level of project management in place, but also
through not working with the business culture in India. They
over-estimated the skill levels of the local workers doing the
installation work, and under-estimated the amount of detail the
client would insist on — ‘the Indians are sticklers for the letter of
the law and the finer details of the contract’. They have learned
from these mistakes.

Barriers

Barriers to Glidepath’s success in India include the recent high level
of the New Zealand dollar. Tariffs and non-tariff barriers are not
really an issue however. Nor is corruption a major factor for them,
given that most of the business is government-based. They
consider that the process of globalisation is bringing more Indian
companies into the international sphere, and that this is exerting
downward pressure on corrupt practices.

The company has not experienced any particular intellectual
property issues in India. They consider that India’s legal framework
in this respect has improved in recent years, perhaps driven by the
massive IT developments there. However India’s capability to
implement the stricter regimes now in place has not had to be
tested by Glidepath so far.

Lessons
Glidepath believes that New Zealand companies seeking to enter
the Indian market need to do plenty of preparation in order to

establish credibility in the market. In seeking to find an appropriate
agent they should look for companies operating in a similar market
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sector, and with already developed contacts with likely clients. Itis
essential that New Zealand companies talk to a number of potential
Indian agents before making a decision. They definitely need to
take a long-term approach, and not underestimate the cost of
‘hanging in there’. The employment of suitable Indian nationals
living/studying in New Zealand should also be considered.

Future opportunities

Glidepath’s next step into the market will be to open its own office
in India, and then to provide on-the-ground engineering support.
The company will take a long-term approach to the market, with
expectations of strong success being several years away. But the
new wave of prosperity in India offers huge potential. Also part of
Glidepath’s strategy is to consider its response, should any of its
international competitors set up assembly operations or similar in
India to take advantage of the lower cost base there.

23



Gallagher Group / Cardax

Background

There are two parts to the business: animal management systems
and animal ID, and security (perimeter) fencing which includes
access control. Overall, Gallagher Group employs approximately
600 people in New Zealand and 400 outside New Zealand in
associated companies. Apart from a large export business based in
New Zealand, the company has 15 companies around the world
where it has a minor shareholding; and six wholly owned companies
around the world.

The Cardax business is concerned with access control and is
software intensive. Cardax was based in Marton, and Gallagher
bought it in 1999. It then moved to Auckland and after a sizable
investment has proven successful.

Market entry and business in India

Opportunity for entry into India was largely due to the political
reforms. Gallagher only had a small amount of business in India in
the 1970s and 1980s. In the early 1990s business picked up
somewhat and was looking like it would take off—however it never
developed as fast as hoped for.

In India, Gallagher have a partly-owned company in Bangalore,
called IBX Gallagher, which handles three areas: agricultural electric
fencing; security fencing; and components supply (as contract
manufacturers, under license) for Gallagher’s top-end controllers,
which are produced in and exported from New Zealand.

Gallagher has been in India for many years. The company really
got involved in 1992, after finding a business in India making
electric fences that were initially copied from Gallagher. Gallagher
offered them a sub-contract license, and, after performing very
well, they bought a minority share in the company. They continue
to do sub-contract work for Gallagher, making components for the
fencing products.

This company is now IBX Gallagher, and it has excellent integrity,
which is extremely important. Mostly, the components are shipped
back to New Zealand and then shipped around the world. Gallagher
also sells components and finished product in India (including
security fencing for the Indian parliament). Gallagher has never
taken an equity stake in an agent or business partner up front.
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They have always grown into it, as they and the agent become
more mutually dependent. Gallagher wants the local entrepreneur
to drive the business in India, but they demand accountability (e.g.
monthly reports), and require strict procedures, because Indian
book-keeping differs to that in New Zealand.

Their biggest customer is Reliance (the biggest company in India),
which is involved in telecommunications, oil refineries, mobile
phones, and many other industries. Reliance has over 1000 doors
controlled by Cardax systems. Reliance is a good company with
which to build learning and reputation as a supplier — “if you can
negotiate with Reliance, you can negotiate with anyone”.

Tendering has been useful on larger projects for both Gallagher and
Cardax. They mostly deal with government-owned organisations
(airports, oil refineries etc.) for Cardax, and government for
Gallagher’s electric fencing (security fencing). Cardax is also
involved in non-tender business to smaller firms, providing the
company with a good steady income. Similarly, there tends to be
little tendering for Gallagher in its agricultural fencing business,
since this generally involves relatively small transactions. There are
a lot of low-priced competitors, but the quality of their product is
generally low. Gallagher prices and positions itself as the top
quality fencing company.

One of the biggest challenges for Cardax in India is getting the
brand publicised. The security business there was originally quite
immature, and a lot of education was needed for end users on the
products that Cardax was trying to offer them. This has changed a
lot over recent years; customers are now very savvy and know
exactly what they want.

Cardax notes the high skills and quality of Indian employees (e.g.
PhDs in software development). For example, the WIPO company
in Bangalore is amazing — it is succeeding because the government
is not involved in it. In China, the government is less involved, and
business is easier.

Communications systems in India are much better understood than
in China. Corruption is certainly present in India, but the
companies’ agents and/or business partners’ deal with it. Gallagher
and Cardax are not party, or privy, to what goes on in the
background. Corruption is part of the Indian culture. Business
travel in India has definitely improved. There are more airlines and
airports, and this includes access internationally as well as locally
(for example Jet Airways etc).
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Success factors

Cardax has a very good master distributor in Chennai, plus a
number of dealers elsewhere in India, who act as sub-contractors to
the master distributor, and sell the products across the regions.
This means that Cardax sells to only one source, the master
distributor, and has had the opportunity to build close relations with
this company.

Familiarity with the Indian market has been central in getting the
right partners, although Gallagher trains them in some aspects.
One of the Success factors for Cardax has been finding a partner
with the same vision as them — a partner that does not want to
operate just as a trader, but wants to build business with Cardax.
Cardax has been very careful about choosing the right people which
includes knowing concretely what they were looking for in a partner.

Gallagher’s philosophy is to be the best supplier to a local
distributor, providing motivation to perform well. Having a central
distributor for both Gallagher and Cardax is very important, as they
generate the business in India. The best agents are the ones that
find Gallagher and Cardax, and the companies have partnered with
very good master distributors using this approach. The company
uses NZTE to help find agents, and NZTE has provided good service.
They always visit NZTE in India, and there is always something
going on.

The Cardax manager visits India three—four times per year and this
has been important to their success. New Zealand’s image in India
is very positive, and the country’s independent stance helps its
credibility.

Barriers

Growth is often frustratingly slow because of things getting lost in
Indian customs. The biggest challenge is with customs, and so it is
critical to have a good local partner — someone on the ground.

This is also helpful for interstate transactions and customs. Duties
are still very high (approximately 50 percent), and local competitors
do not pay all the taxes (for example VAT).

Bureaucracy is a frustration, and a substantial barrier is the very
high level of government involvement in business. Infrastructure
costs are high, and sometimes it is cheaper, with large volumes, to
produce in New Zealand.
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Lessons

Gallagher and Cardax note some lessons for other New Zealand
companies considering entering the Indian market. The product or
service needs to be quite a large part (or a growing part) of the
agent’s business — otherwise they will act just as traders. Once
things are underway, it is good to bring partners over to New
Zealand. Close partners, such as master distributors, generally
work to high quality standards. But when they subcontract out (for
example, for installation), quality can be poor and this needs to be
managed all the way through.

It is important to develop trust with agents or distributors, and build
long-term loyalty and good business ethics — both ways. It is also
important to stand apart from corruption — leave distributors to run
their own business.

It’s wise not to assume high quality from Indian labour, but rely
on — old fashioned quality control, and to build quality in. The
Indian labour is willing, but people may take shortcuts — for
example, by using cheap raw materials.

Although India is an easier market than China (for language and
communication reasons), the time it takes to get everything in place
is about twice as long as in China. New Zealand companies need to
do their homework; they need to invest in going to India and keep
following up on their business there. Orders and business do not
happen after just one visit; it is important to spend time building
relationships and friendships. Company managers also need to
know about cricket — this is very important.

India is “an assault on your senses”. New Zealand managers need
a pioneering spirit, and patience and tolerance. There are huge
contrasts and extremes, but managers cannot let this put them off,
nor consider them an impediment to doing business. “Accept what
you find, go with it and enjoy it”.

Future opportunities

New Zealand companies have good opportunities in India.
Gallagher and Cardax are optimistic about their future in India.
There are a lot of positive changes—for example, the building of
new airports, decision-making becoming faster and there is less
government involvement. Their objective is to grow the market in
India, and make business commitments for the long term.
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Vista Entertainment Solutions Ltd

Background

Vista Entertainment Solutions develops and supplies specialised
software to the entertainment industry, especially to cinemas, both
multiplexes and single cinemas. This software enables cinemas to
run virtually all their different business activities, from selling
tickets, to paying royalties, to the sale of refreshments—from one
suite of software. The company has been completely developed in
New Zealand, starting from 1995, but is constantly evolving to meet
changing demands, and the requirements of different customers.

Vista is a joint venture between a management company owned by
some of the key staff, and Village Sky City Cinemas. The company
employs 25 staff, and its software is presently sold in 23 countries.

Market entry and business in India

The company first entered the Indian market in 2000. The first sale
came about through connections of Village Sky City Cinemas. But
parallel to that, a new Indian company approached Vista through
the company’s website. The Indian company was owned by three
young MBA graduates, seeking to develop their own business, and
who believed that automated ticketing systems for cinemas would
be a future growth area. That company became Vista’'s agents in
India, and remains so today.

At that time India had some 11,000 cinemas, mostly family owned,
and almost entirely run on a manual basis. However multiplexes
were just starting to develop and they needed more automated
systems.

Although the company’s actual entry into the Indian market was to
some extent opportunistic, Vista had already identified it as a huge
potential market. India is essentially the second largest cinema
market in the world, after the USA. But until that time, Vista had
only been selling its product into several much smaller markets. So
taking on the Indian market was a huge step upward. For the
company it was a process of discovery, one step at a time.
However Vista has been able to turn this complexity to its
advantage by being ready to adapt its software to the requirements
of particular users in meeting these bureaucratic requirements.
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Success factors

The appointment and maintenance of their agent was perhaps the
most critical step that Vista has taken in India. All Vista’s sales to
India are made through their agent. The enthusiasm, commitment
and technical skills of the agent have been absolutely essential to
Vista’s ongoing success in the Indian market. The three founders
have become good personal friends of the key Vista staff. They
have also become thoroughly knowledgeable about the technical
aspects of the Vista software. They carry out all the servicing that
is required in the Indian market.

Vista says it could not imagine how they could have come to their
prominent position in the Indian market without their agent. They
could not have bridged the huge gulf of understanding with respect
to the intricacies of the market, cultural sensitivities, the numerous
regulatory hurdles, or been able to deal with the associated red
tape. The agent company has worked hard in lobbying the Federal
and State authorities on relevant matters. Accordingly, there would
have been major cost issues in trying to deal with such matters with
seconded or visiting New Zealand-based staff.

The agent, although starting from scratch in 2000, has developed
excellent contacts within the industry in India, and is
well-respected. It has now built a good business from its
involvement with Vista. The agent company employs 20 staff on
Vista work alone, and has a further 50 working in a call centre
largely relating to the Vista products.

Another major success factor for Vista in India has been their
willingness to adapt their products to suit the requirements of
individual customers, including how to meet the requirements of the
various State regulators. They constantly listen to the end-users,
and endeavour to be as flexible as possible. They have, for instance
developed their software to work with the automatic ticket vending
machines now appearing in some cinemas in India. Also, they have
been ready to lower the price somewhat to encourage volume in
what they see as a market with huge potential.

While all their main research and development has been carried out
in New Zealand, and always will be, Vista has had one of its
software modules further enhanced in India, and the company is
prepared to consider more of that in the future, as the market
develops.

The company has not had any significant issues with the intellectual
property on their software. The British-type legal system in India
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has been workable as far as they are concerned, and India has
some strong laws relating to Information Technology. The company
has noted the readiness of the authorities to take decisive action
when necessary, the risk of copying is now worse in India than in
other markets.

Vista notes that liberalisation trends in the Indian economy have
definitely been of assistance to its business there. For instance the
relaxation of foreign currency regulations has made it much easier
for them to be paid directly.

The chief executive officer visits the market at least annually, often
in association with cinema industry conferences, but while there will
seek to meet both existing clients and prospective new ones.
However efficient the local agent is, customers still like to meet the
‘face’ behind the product. The company also brings all its overseas
agents together at least once every eighteen months or so.

The company says that NZTE has not been instrumental in
developing their business in India, but have always been helpful
when asked. For instance the Trade Commissioner’s office
supported the company when there were difficulties with Indian
Customs in determining the value of their software.

Barriers

A barrier to the development of Vista’s trade with India has been
the much higher degree of regulation of the cinema industry than is
the case in New Zealand. State Governments, in particular, derive
significant revenues from an entertainment tax on every cinema
ticket sold, and employ armies of inspectors to pursue that funding.
Accordingly, there is a lot of under-reporting of box-office receipts,
royalty payments etc. Complex requirements, often varying
between States, have to be dealt with in this process.

Vista agrees that Indian business people are very hard negotiators,
and will argue every point of a contract. New Zealand business
people need to accept this, and go along with it. Once the
discussion is done, negotiations are final.

Lessons

Key lessons learnt by Vista in the Indian market focus on the
importance of choosing an excellent agent, and of being flexible in
relation to meeting the particular needs of the market, recognising
that there are many differences in India that New Zealand
companies need to adjust to.
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Future opportunities

The company now has a significant proportion of the software
market for multiplex cinemas in India, which now number 80 or so.
Their brand is well-recognised. With almost all of the regulatory
requirements now dealt with, they anticipate further expansion of
the Indian market. For instance, their Indian customers generally
start with just a few of the 15 modules available under the Vista
system. Once they become accustomed to those, they may then
wish to buy further modules. Furthermore, existing customers
often open more cinemas. In addition, the company has developed
and just launched a new product especially geared towards the
thousands of single screen cinemas, which are going to get a boost
from the advent of digital cinema. In the future the company
imagines that, because of their sound reputation in the cinema
market in India, they could expand into other areas of the
entertainment industry.
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Manukau Institute of Technology

Background

Manukau Institute of Technology (MIT) is a New Zealand
Polytechnic, running over 1500 full and part time degree level,
diploma and certificate courses, including an extensive portfolio in
business, information systems, engineering and technology. MIT
provides flexible learning options to suit different lifestyles,
including study on campus or online; students have the flexibility to
study full time, or take short concentrated courses at nights,
weekends, or during holiday periods (cf. www.manukau.ac.nz). The
primary market for MIT is the south of Auckland region.

MIT ventured into export education in 1990, as soon as the New
Zealand Educational Act generated international opportunities,
entering the Indian market around 1999. The current market focus
of MIT is on China, the Indian Subcontinent, the Pacific Region,
South East Asia, Korea, Japan, Russia, Germany, the UK and the
USA. In 2005, MIT was New Zealand’s leading tertiary institution in
terms of total number of Indian students, counting a population of
240 students or about 25 percent of their international student
population. Chinese students in comparison have a 30 percent
share of the international student population at MIT.

Initial expectations about increasing government spending in the
Indian tertiary sector turned out not to influence the attractiveness
of New Zealand to Indian students, or the Indian student numbers
received by MIT. India’s tertiary sector’s educational quality varies
widely, with some IITs (Indian Institutes of Technology), IIMs
(Indian Institutes of Management) as well as a few universities
occupying the top of international rank lists.

Market entry and business in India

MIT and other New Zealand tertiary institutions have recognised the
huge potential of India as a market to export education. The
attractiveness of the market is partly explained by its huge size and
by the desire of Indian families to get a springboard to the USA, UK,
and Australia. For this reason, New Zealand has a good
institutional advantage, which is founded in favourable immigration
regulations for foreign students. The market entry into India is thus
supported by an attractive package of good quality tertiary
education.
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On graduation, students are given a six month graduate job search
work visa which enables them to look for work in the field of their
qualifications. Once they gain a job offer they are given a work
permit for the term on their contract. This work permit can be
renewed indefinitely. Most students once placed in work, gain New
Zealand residency in their first two years of work. These facts,
combined with a high number of work placements of graduated
Indian students, have generated a good reputation among other
potential international students from India.

Success factors

The biggest single factor contributing to success has been the
collaborative nature of New Zealand tertiary institutions, especially
in the form of the Indian Export Education Network (IEEN), New
Zealand Trade and Enterprise (NZTE) and the New Zealand
Immigration Services (NZIS). The work of the IEEN is now being
driven by the Industry sector body, Education New Zealand (ENZ).
The common effort towards opening the Indian market for the
tertiary sector in New Zealand generated important changes, which
created a competitive advantage, especially for middle-class
families unwilling to spend large international student fees in the US
or the UK.

One of the attractions for studying in New Zealand is the
international student visa policy, which came into effect in 2005.
This granted international students a limited work permit for half a
year after their graduation. During that time they could find
themselves work and apply for residence. This arrangement has
worked well and 90 percent of MIT’s Indian graduates get employed
within this time frame. This has the effect of positive
word-of-mouth promotion of New Zealand as a place to study —
MIT estimates that half of the Indian students come to MIT as a
direct effect of word-of-mouth, while the other half are largely
generated through work with Indian educational agents. For a
number of Indian students, receiving residency in New Zealand is
seen as an opportunity to emigrate to the USA, and, to lesser
extent, the UK.

Part of the success enjoyed by the Indian Export Education Network
has been its distinct emphasis on attracting high quality students
(in 2005, IEEN attracted about 2000 students). The numbers of
Indian students going to Australia are much higher. However,
Australia has 36 universities and a large number of Technical and
Further Education institutions (TAFEs). Australia generally attempts
to maximise student numbers. The selection of high quality
students leads to another important ingredient of success in India.
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During the last six years, IEEN built strong relational ties with a
number of educational agents in India. Rather than signing any
agent, they attempted to find a number of highly reliable and active
agents, which they found in close cooperation with NZTE and NZIS.

Tertiary institutions marketing in India have relationships with
highly effective and professional agents. The success of working
with agents is based on having direct contact with people in New
Zealand institutions; agents who work proactively, taking global
trends and domestic changes in India into consideration. This
provides the India tertiary marketing group and ENZ with highly
effective information about changes in the market. These agents
start targeting prospective students at high school level, in order to
assure that these students have the required English proficiency.
Institutions and their agents have established a transparent
process, in which agents are paid commissions.

Agents also enjoy the status of working with the New Zealand
educational sector. They work for the recognition from their
communities and students’ parents to help make good decisions. In
order to obtain high levels of commitment from these agents, it is
absolutely necessary to build trust and a cooperative atmosphere,
which includes frequent visits to India, in order to build personal
relationships.

Another important influence for success of the education export
market in India is the fact that the members of ENZ and other New
Zealand institutions show a highly collaborative and cooperative
effort, especially in promotional events, such as education fairs. In
these events, the tertiary institutions present their study
programmes, together with NZIS, NZTE, Air New Zealand, Tourism
New Zealand and other institutional partners helping to raise overall
awareness of New Zealand, as a high quality producer of
educational products.

A high quality profile and programmes that score highly
internationally are extremely important in India. Good quality, in
conjunction with New Zealand’s internationally competitive prices
for tertiary education, tends to provide an attractive market
position.

Barriers

Bureaucracy in the Indian educational sector is not a problem for
New Zealand educations institutions. The Indian government does
not interfere with the institutional links that MIT wants to build with
Indian tertiary institutions. The only concerns with MIT’s new



strategy to build direct links with local institutions in India are
related to intellectual property. For instance, when a MIT designed
and developed course is offered by an Indian partner institution,
strategies for recouping MIT’s investments and protection of the IP
have to be worked out.

The apparently different interpretations of immigration policy by
changing NZIS delegations in India is seen as an impediment for
New Zealand educational institutions in the Indian market. While
Australian immigration policy tends to be quite prescriptive, New
Zealand’s student policy is reasonably flexible. This can lead to
perceptions of NZIS decisions being inconsistent, and often
changing with new NZIS personnel in India. Although recognising
that flexibility is a positive attribute, MIT felt that these changes in
NZIS have not always helped their reputation.

However NZIS is taking a very proactive role with the top
performing education agents, who, with the support of the tertiary
institutions, NZIS, NZTE and Education New Zealand, have formed
the NZIER (New Zealand Indian Education Representatives) group.
Although it is early days yet, this arrangement has been working
well over recent months. It is not a closed group—all Indian
education agents who reach the required criteria of sending quality
students to New Zealand can become members.

Notwithstanding the generally positive collaborative nature of
relationships between New Zealand’s educational providers, some
institutions in New Zealand tend to be slow in processing
international applications. This tends to reflect badly across the
whole New Zealand tertiary sector. Unfavourable comparisons with
Australia and UK are often made.

Lessons

MIT believes that all New Zealand tertiary institutions with an
interest in India should work together more closely in terms of
public relations and a common approach in promoting New Zealand
as a high quality place to study. This would include generating
common databases with information on Indian graduates and their
success stories after completing their studies. Such stories could
well feed into promotional efforts on an ongoing basis, rather than
one-off type of events.

New Zealand must be seen to be working pro-actively in India with
biannual promotion events, ongoing publicity about the success of

Indian graduates in New Zealand, information about the centre of

excellence in New Zealand getting coverage in India, and New
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Zealand institutions setting up strong relationships with key
institutions in India.

Future opportunities
MIT is working to create ties with tertiary institutions in India so
their programmes can complement each other, a cooperative

strategy should provide a flow of Indian students to New Zealand,
accordingly provide opportunities for New Zealand students abroad.
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Tait Radio Communications

Background

Tait Radio Communications (TRC) is a wholly owned subsidiary of
Tait Electronics Ltd (TE). TRC is a manufacturer and supplier of
two-way radio equipment. They do not make any of the linking
equipment, but act as a complete systems integrator. Tait
Electronics exports to over 120 countries.

TRC is responsible for sales and distribution of products to Africa,
the Middle East, the Indian subcontinent and Latin America. Their
main markets are Africa and the Middle East, followed by Latin
America. TRC has had some success in the Indian subcontinent,
primarily in Bangladesh, and more recently in India.

Market entry and business in India

The company has been active in India for approximately 15 years.
About five years ago, they decided to stay out of India and have
only really gone back in the last two to two-and-a-half years. TRC
did small amount of business in India on first entry, but then the
New Zealand dollar strengthened and they became uncompetitive.
The company remained away from India for approximately two-and-
a-half years. It was a strategic decision to stay out but they are
back doing business in India — having reasonable success, and the
business there is growing.

Upon the second entry into the Indian market, TRC was contacted
by an agent looking for “Trunking systems” (the higher value end of
the radio market). TRC investigated the market and the regulatory
changes, and found there was a niche they could exploit; so there
was an opportunity to get back into the market. The company had
already had some success in Bangladesh and gained confidence
from this. India and Bangladesh are different in a similar way that
New Zealand and Australia are to one another. They are aware that
they cannot just transfer the marketing approach from Bangladesh
to India. But there were similar enough market conditions to
indicate a possibility of success in India.

So TRC moved back in, based on a conscious decision, and not just
following the agent’s enquiry opportunistically. They initially only
sold radios, but have moved to selling whole systems over the last
few years. However, TRC is still not confident to count on the
Indian market as a certainty for future business.
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TRC’s customers are almost always government (state, federal,
municipal etc). Most of their business is by government contract,
via a tender process, and they now have a contract for two-way
radio. It is possible to buy the cheapest radios in the world in
India; the market is hugely price competitive, partly because of the
very high market volumes (100,000-200,000 radio per year).

The reason for TRC’s re-entry related to a significant change in
India. The government opened up to the 800MHz frequency band
for Trunking. TRC is the only company in the world that makes
Trunking for 800MHz frequency. This was a niche opportunity, and
the key reason for going back into India.

TRC does not get involved in joint ventures, or partnerships, and do
not plan to do so in the future. Neither do they keep stock in India.
Dealers generally contact them, when their customers contact
them, and then TRC gives the dealers opportunity to work with
these customers. Those dealers that succeed, TRC generally keeps.
Sometimes TRC has been too slow in replacing dealers who have
not been performing.

TRC has used NZTE in India, but they are in a much specialised
industry that is not a priority for NZTE. NZTE has got good people,
but their areas of interest are not relevant to TRC.

Success factors

Originally, the market was not amenable to success; now, with
some changes in the market, it is possible to achieve success. TRC
uses dealers exclusively (as resellers). The dealers are meant to
provide local technical support, have contacts with customers, and
be able to directly influence them. It is really important to have
contact and influence with customers. The key question to consider
in choosing a dealer is: can they influence the tender process?

TRC uses a multilevel sales model. They have a dealer in the
centre (the key contact with the customer), and a New
Zealand-based business development manager for India. This
manager meets customers, and sometimes meets with the dealer,
and with other companies seeking to become TRC dealers.

TRC’s business development manager is based in Christchurch, and
visits India every six weeks for a two to three week period. The
company recognises that they need to be there regularly. They also
have technical experts, based in New Zealand, who visit India
frequently.
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To help gain business, TRC often uses successful tenders as case
studies. They focus on maximising segments that have been
successful, and expanding this business throughout India, using a
successful case study to help. They plan to get wide market
coverage ahead of diversifying. There appears to be quite a lot of
scope for this, since, TRC is the only company that can supply
800MHz Trunking systems. Only recently has India opened up to
800MHz frequency for Trunking; this has been good for TRC, and is
a good example of liberalisation working to their advantage.

TRC always follows up the sale with the end customer and makes
sure they are still happy — this is very important. Price is
absolutely key — that is why they are exploiting a niche market.

They believe that staying out of the market was a good thing at that
time, given the circumstances. However, it has not all been
straightforward since they’ve been back. After 12-months back in
India, the staff member in New Zealand left, and they had a bit of a
hiatus. They have selected their dealers quite well. They have
done quite well in exploiting their niche. The results are pleasing
to them and are showing a nice trend. They have made a lot of
false turns, but probably would not do too much differently, in
hindsight.

Barriers

Timeframes in India are a point of difference; for example, the
country is somewhat slow in its modernisation and infrastructure
development. Delays affect TRCs business; they had an order
worth $500,000 won by tender from the government, but it took
seven months for the customer to be given a radio frequency
license by the government. It also took three months to raise a
letter of credit. They also expect a contract for a pipeline (it was
due for installation in November, 2005, but the project is still in the
design phase in India). Time is viewed differently in India.

Corruption certainly goes on, but the company does not know much
about it. It is probably not as high as in some other countries. TRC
does not get involved; it does not impinge on them, and they do not
see it currently. General advice to New Zealand companies in India
is ‘do not get involved in corruption’; there will be no idea of who
the money is going to, and it will almost certainly not be to the right
person.

TRC has found that dealers in India are not up to the same standard

in their industry as dealers elsewhere. Their technical capability is
not as good; therefore they are quite hard on them. The dealers do
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not always live up to how they promote themselves, and it generally
takes a lot more time to complete tasks than initially planned.

Lessons

Selecting the right dealers in India is critical. Generally, it is best to
pick the most likely ones, and, ideally, already know their work
from tender customers. TRC does not employ local people in India
— only New Zealanders, or European. There are several reasons for
this: they feel that the work ethic is generally poor, labour laws are
restrictive, graduate-level education is not very good; and, if you
get the wrong person, you cannot do anything about it — high risk!

“You cannot do India half-heartedly! You need to be there to eyeball
the people (customers, dealers etc) and know what’s going on.”
India is an incredibly time-consuming place. The Indian culture is
difficult to deal with by comparison to other developed and
developing countries. TRC managers love India, but the key
challenge is getting accurate information—people will tell you what
you want to hear.

Companies need to consider parts of the market (for example one
city), rather than the whole country. There is a risk in thinking of
the whole country as the market, as this is overwhelming.
Companies need to be ruthless about staying away from
opportunities that distract them from their main business focus in
India. They must remain focused.

Another challenge to doing business in India is the pace of change;
it is generally at glacial pace. New Zealand companies need people
who can get the job done and know the right people who have
influence. For example, TRC were able to access a senior minister
through one of their dealers who was well connected.

There is generally high pressure on price, but this is no different
from any other negotiation. Companies have to be prepared to
walk away, and must avoid the situation where the company
depends on business in India. TRC strongly recommends going to
India, but only when the company has a reasonable export business
elsewhere and is looking for no more than 10-20 percent of the
business.

India is a very big market that can consume you. Always be
prepared to walk away or turn down business (much more so than
any other market). Managers need to be streetwise, and this
cannot be taught.
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Knowledge of cricket is very useful — managers need to know about
cricket if they go there. New Zealand is quite well regarded, but its
influence is neutral.

Future opportunities

New Zealand companies do have opportunities in India. They will
have to look at niche markets, as New Zealand companies are not
generally good at large scale business. The market is vast! There is
a huge middle class, but this is still a very underdeveloped middle
class.
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Hayes International Ltd

Background

Hayes International Ltd (Hayes) is an engineering company that
manufactures specialised machinery for the construction industry —
machines that roll steel for corrugated iron roofing. The company
has been around since 1960. It is a privately owned company, and
the original owner, Tom Hayes, is now retired. Hayes is now owned
by the chief executive officer, and the US partner company,
Bradbury. The New Zealand business looks after New Zealand,
Australia and China. They operate in a niche market, in specialised
capital equipment markets. Hayes designs and builds, and they do
not hold stock. It may take up to six months from design to finish,
and the machines are engineered for the particular customer’s
purpose. They sell on quality, and reputation of their fit-for-
purpose machines.

There are approximately 1000 Hayes machines installed around the
world, in 66 countries, including India. The machines are built in
New Zealand, but they also have a factory in Shanghai. Fifty
percent of the market wants the New Zealand made product, and
about 50 percent want the cheaper part-Chinese made product.

Hayes has a high standing, known in the international engineering
industry as a specialised company. Their partner, Bradbury group,
is number one in the world. Bradbury is US based and most of their
work is in the US. Hayes has more of a global perspective — China
and Australia covers two-thirds of their market. Hayes is seen as a
high quality New Zealand company making fit-for-purpose
machines.

Market entry and business in India

In India, Hayes meets new customers who are struggling. Hayes
sells them solutions, for example, by helping them with factory
layouts etc. They sell their experience and can customise for the
market — all markets are different.

The decision to enter India was based on their strategic plan. They
thought about opportunities in India; they didn’t know the market,
but knew a lot of Indian business people. The industry in India is
immature, and the Indian market is still in a process of
development for Hayes. They depend on customers using steel
roofing, and they need the steel mills to promote steel construction.
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To facilitate entry into India, Hayes had planned to find an
entrepreneur to partner with. They targeted a couple of people,
who were supportive of what Hayes wanted to do, but the financial
investment needed was too big a big push for them. Hayes has
kept these contacts, but they do not yet have the structure or links
into the market.

Hayes then focused on the big Indian steel companies, who are
starting to push for steel construction, for example, through
sponsoring university courses on steel design and construction.
There is a steel code for building being developed now.
Approximately one year ago, Hayes secured a big order within the
construction industry. They were talking to the big steel companies
in India. At the same time, an Australian steel supply company was
in India trying to sell steel, and was pushing for steel construction.
Hayes was already a customer of the Australian company, and
ended up being in the right place at the right time, and secured the
order. Part of the order has now been shipped, and the rest will
follow over the next few months. This order will spearhead changes
to steel construction.

Hayes does not generally use agents, because they have to
specialise their machinery to the customer, and, therefore, deal
directly with the customer. Customers use steel from different
countries and need different kinds of roll-forming machines to deal
with the different qualities of the steel they purchase. Hayes
operates on a fit-for-purpose philosophy.

India is a huge resource in terms of the numbers of engineers. The
hierarchical structure is a bit more difficult: they have many Ph.D.
and Masters qualified engineers, but these high level skills are not
actually needed for the more general engineering done by Hayes.

Liberalisation policies have had no particular influence on Hayes,
but the main benefit to Hayes will be getting government support
for steel as a primary building material like they did in China.
Indian steel mills (for example, those owned by Tata Corporation)
are now lobbying their government to make regulatory changes to
favour steel for construction.

Hayes uses agents in countries to deal with corruption; they have to
accept it as part of the culture. The larger companies tend not to
have corruption. Integrity is part of Hayes’ values statement—they
do not impose their values on others.



Success factors

Hayes has used NZTE services in India and obtained a very valuable
market research report from them. NZTE they understood their
business and potential customers and produced an outstanding
report. This provided a good review on steel producers in India,
which are moving into steel construction. After receiving this
report, Hayes then visited the market to investigate.

Hayes’ order in India was considered fortuitous because of the
timing and their connections with the Australian company. For their
first order, a New Zealand employee went to assess the deal and
requirements associated with the order. Assembly is relatively
simple, and for the first order that would be dispatched, assembly
will be done by locals. Hayes needs to train operators, but this is
very simple, taking only about one week. A New Zealand person
from Hayes will go and check the equipment for warranty purposes
once assembled.

Keeping good relationships with customers and potential customers
is critical, and this is best achieved by face-to-face meetings. A
Hayes representative now visits the Indian market quite frequently
— about four times a year — in order to keep these relationships
alive.

Again Cricket is mentioned as crucial for breaking barriers down
when New Zealanders’ do business in India.

Barriers

The tender process is generally difficult for Hayes, some tenders do
succeed, but the tender needs to be very well specked. There is a
lot of bureaucracy and this slows things down. For example,
customs itemises everything in a container, even spare nuts and
bolts. The documentation process is also a nightmare, India is still
very inefficient.

Quality of engineering and manufacturing equipment in India is
better than in China. This provides opportunities, but also threats
with regard to copying of machines. Companies need to be
prepared for this to happen and stay ahead of the game—having a
manufacturing plant in India would help in this regard. India will
also increase in manufacturing opportunities for subcontracting.



Lessons

In Hayes’ experience, Indian companies are very price conscious
and there are high import duties. They will pay for quality but also
want value. It's a mistake to go to India cold—companies need to
work with NZTE, or undertake a reasonably thorough study first.

Intellectual Property (IP) protection is of some concern—companies
have to be careful. Therefore, they need to see their customers to
ensure that they’re not a front for another engineering company.
“Know your customer well, help them make money, and they will be
pretty loyal”

Hayes would encourage any New Zealand company to go to India.
But, the perception of India has a strong influence on New Zealand
companies’ willingness to go there. China has been more promoted
as a business destination than India.

Companies have to be in India for the long-haul, and not expect
overnight results. The main thing is that companies have got to be
visible there and managers must make the effort to visit.
Enthusiasm will generally make it happen.

Future opportunities

Hayes would like to locate a good service representative in India,
but this is the next step. Ultimately, they plan to have a factory in
India.

Then they will increase the number of visits to India and focus on
pushing the conversion from traditional to steel construction. The
industry in India is enthusiastic about the potential.

There is a huge potential, but it is not clear whether it will grow as
fast as China. Hayes is now planning to go back to visit companies
who they were in contact with three years ago, as the market
appears to be moving towards more steel construction, and,
therefore, potentially further opportunities for future business will
arise.



Larsen & Toubro Ltd.

Background

Larsen and Toubro (LT) Ltd is a 100 percent-owned Indian
conglomerate, founded in 1938 by two Danish engineers in the
cement industry. It has approximately NZ$3 billion/yr in revenues
and is in the top five companies in India, based on revenues, and in
the top 11 or 12 in terms of market capitalisation. The company is
now very diversified, with a decreasing proportion of total business
activities attributable to the cement business. Businesses now
include: engineering and construction (65 percent of total
business), electrical and electronics, machinery and industrial
products, IT and technology services.

Market entry and business in India

LT has recently received a big contract to do some work for a client
in the oil industry and a New Zealand company has signed on as
their official partner in this endeavour. Historically, LT relationship
with this New Zealand company simply involved buying existing
product from them, but the relationship has moved on to the
establishment of formal research and development agreements.

Success factors

Subsequent to the New Zealand Prime Minister’s visit in 2004, LT
initiated business dealings with several New Zealand companies,
with the assistance of NZTE. This started with NZTE becoming
familiar with the range of business in which LT was engaged and
identifying possible matches with New Zealand companies. There
were a number of interactions with short-listed companies and there
are now formal arrangements with four New Zealand firms, such
that these four companies are producing product that is sold in
India under the LT brand. LT had relationships with a few New
Zealand companies prior to the Prime Minister’s visit, which still
exist, but the Prime Minister’s visit took things to a new level.

Barriers

Despite the work of NZTE, perceptual barriers among Indian
companies still exist, as to the ability/capability of New Zealand
companies to deliver what is needed in India. This is particularly in
relation to capabilities of New Zealand companies to build trust and
relationships, rather than their technical capabilities. LT perceives
that New Zealand companies tend to be worried about dealing with
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big conglomerates in India and are conscious of size asymmetries
that may create risks around intellectual property.

This situation is mostly seen with contracts, where New Zealand
companies are not used to the size of the contracts and the terms
of payment and timeframes being different than what they are used
to. NZTE can play a role in facilitating learning on both sides. The
general feeling is that the more the companies interact, the more
successful they are (in the relationship).

Lessons

LT has over 150 collaborative partners. In general, these
relationships go beyond individual projects, meaning that other
projects will arise where partnering can occur again. LT perceive
that New Zealand firms lack this collaborative approach with large
companies like them. They also believe that New Zealand
companies are far more transactional in orientation, focused on
payment, as opposed to the sharing of risk and reward. In the chief
executive officer's own words, “the signing of a collaborative
agreement has no meaning”, what is important is understanding
and relations.

Future opportunities

Future opportunities for LT working collaboratively with New
Zealand firms include the growth area of airport automation. New
Zealand firms have great world-class technology, but again, the
issue is for them to truly understand their Indian partners and
customers and the Indian business environment.
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Fisher & Paykel Healthcare Ltd. (India)

Background

Fisher and Paykel Healthcare Ltd (FPH). FPH formally entered the
Indian market in 2000 and approached their agent who was then
working as a medical sales representative in Dubai and was familiar
with FPH’s product line with an offer to head up the India office.
Prior to this FPH had two distributors, one each in Bangalore and
Mumbai.

The hospitals in India fall into five categories: roughly 6000 central
(federal) government hospitals and state government hospitals,
plus private hospitals, Christian missionary hospitals and military
hospitals. In addition, pharmaceutical companies began setting up
rural hospitals which entitled them to generous tax breaks.

With the private hospitals being in a good financial position and
being desirous of quality foreign products, FPH saw as a big
opportunity in India. The private hospitals tend to be specialist
facilities (for example cardiac) and the current growth rate is
30-40 new hospitals per annum. In diversifying its operations, a
large Indian conglomerate, Sahara, is also talking about opening
2400 new hospitals over the next five years—with major Indian
cities having what will be known as ‘Sahara City’—a medical
complex comprised of two-three hospitals in each centre.

Market entry and business in India

After permission from the Bank of India was granted to establish a
Liaison Office in Delhi, the one-man operation commenced business.
This is a common approach taken by many foreign companies when
looking to initiate business in India, as a first step to establishing a
formal presence in the Indian marketplace—the Liaison Office. In
this role, their agent travelled throughout India looking for potential
distributors of FPH products to various Indian hospitals. He also
visited with the medics and hospitals themselves, in order to
generate interest in FPH’s products, such that they could then order
these products from the identified distributors—but product would
still need to come from New Zealand.

The distribution channel was sourcing products from New Zealand
and shipping to their main Indian office and selling to hospitals
directly or through sub dealers. In 2004, FPH received permission
from the Reserve Bank of India to establish a Branch Office—the
difference between Liaison and Branch Offices is that only the latter
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can actually stock inventory and invoice customers. Subsequent to
this, in addition to adding more and more distributors, FPH has also
established dedicated sales positions in key markets to promote
product and generate demand.

The big opportunity for FPH is in targeting the private, Christian
missionary and military hospitals. This ‘establishing a presence’
phase, which involved generating interest in the product by
hospitals and identifying suitable distributors to carry the FPH
product line took three years — until 2003.

Success factors

Local market knowledge is important. Their agent was very familiar
with the medical sector in India, having established contacts and
knowledge of the hospital systems before going to Dubai— this paid
dividends when he then returned to India.

For the first three years, the Liaison Office approach generated very
good information about distributors (they now have 140 local
distributors) and about building demand amongst the various
hospitals.

With the main product line (medical humidifiers), they have almost
no competitors and the quality of their products is superior to those
of other foreign firms. They are even being awarded contracts with
government hospitals because those with more money appreciate
the quality of the products.

Indian doctors returning to India from having practiced overseas
tend to be spokespeople for the products that they are used to
using overseas. Thus when they return to India, they specifically
request FPH product, many of which were unavailable prior to 2002.

FPH establishes good relationships with particular specialists who
are opinion leaders and who indirectly promote FP equipment
through word-of-mouth. FPH also sponsors workshops where their
products are promoted.

The company sponsors a lot of continuous medical education
programmes and this is a fairly novel approach in India. Trade fairs
and sales conventions are also helpful and for the first three years
in his role, the FPH’s agent spent a great deal of time and effort
attending tradeshows and workshops, and increasing the exposure
to FPH products. Continuous medical education programmes are
now considered their best vehicle for ultimately getting product into
hospitals.
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For the military hospitals, actually making site visits generates
tremendous interest in purchasing equipment, and clearly influences
the purchase decision. Equipment is purchased centrally in Delhi,
and financial constraints do not appear to be an issue for military
hospitals.

Socio-cultural and economic trends in India are such that more
Indians are demanding, and are prepared to pay for, better quality
medical care. In addition, the medical system is moving towards
being able to offer medical treatment to international standards,
and this requires top quality equipment.

Barriers

Notwithstanding the trends noted above, the standards of many of
the government hospitals (all but the top 30-40) are considered to
be subpar and their limited budgets do not allow them to purchase
expensive, foreign, state-of-the-art equipment. FPH product is

approximately six times more expensive than domestic equipment.

Most imported products in this class of equipment are faced with a
25 percent import duty plus an additional 10 percent duty — and
added to this are the freight charges for bringing in the product
from New Zealand.

As a large New Zealand company, FPH’s Liaison Office was
considered a good initial three year investment for the company.
However, other smaller New Zealand companies might not have the
resources for this kind of investment, and may, instead, need to
place more emphasis on identifying suitable locally-based agents or
distributors.

NZTE and the Trade Commissioners office were very supportive and
FPH’s agent commented that they did have specific medical industry
knowledge that was beneficial.

Lessons

Companies need to be aware of the different taxation systems in
each state, as this will affect their pricing and overall marketing
strategies.

New Zealand companies should be aware that India is not just one
market but is in fact 14 markets, and more accurately, 28 markets
based on linguistic divisions. It is very important to have
distributors in each of these regions. It doesn’t make sense to have
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a distributor in Delhi servicing clients in Chennai, if a distributor can
be appointed in Chennai.

Future opportunities

The company may explore the possibility of shipping partially
completed product with some assembly/component additions in
India to reduce or eliminate duties and tariffs. FPH is lobbying the
Indian government to reduce the 25 percent duty, so that more
hospitals can receive better quality (foreign) equipment, thus
“saving more lives”.

‘Medical Tourism’ is a growth industry, especially with respect to
patients in the UK, who are able to travel to India for private
treatment at a reasonable cost. Indian private hospitals are now
advertising this in the UK. The National Health Service is sending
patients to India, in order to get them treated sooner for the same
cost as treatment in the UK. Indian private hospitals are also
attracting many less affluent Middle Eastern patients, who do not
use insurance and who just want to pay cash.

There is also an expectation that Indian doctors trained and
practicing overseas want to ultimately return to India. They are
likely to expect standards and the quality of equipment in India to
be similar to the standards that they have been used to using
overseas.

Because of the growth opportunities that India presents, it is an
important market for FPH, offering tremendous growth potential.
The company expects 25-30 percent growth per year in India for
the foreseeable future.
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iIMetrix Technologies Ltd.

Background

Rajeev and his brother started up iMetrix 14 years ago with angel
investment from their father. iMetrix has two businesses—systems
integration (India centric) and products (Europlex) in the area of
safety, security, and building automation. Europlex, headquartered
in Ireland, was formerly a supplier of product for iMetrix’s tailored
systems integration solutions for customers, but in 2005, Europlex
and iMetrix merged to form the iMetrix Group. The company now
has a global presence with two main offices in India and Ireland.

For the 12 years prior to the merger, the two companies had
worked closely together, with iMetrix providing developmental
support to Europlex in its product development, and with Europlex
having great knowledge of the systems integration side of
producing products in the security/safety/building automation
sector. There was great synergy between the two firms, which
ultimately led to the 30 year old Europlex merging with the 12 year
old iMetrix.

iMetrix has an understanding with its Europlex partner that it will
only engage in the systems integration business in India, and not
outside of India. Through its Europlex division, iMetrix supplies
numerous systems integration companies globally, and therefore
does not wish to compete (in terms of offering systems integration
services) with its global customers outside of India.

Market entry and business in India

The New Zealand connection is through iMetrix’s 12 year
relationship with the Gallagher Group, which has been more
formalized within the past five to six years through its links with
Cardax, a part of the Gallagher Group. Cardax is in the access
control business (magnetic swipe-card, radio frequency proximity
readers and smart cards), whereas iMetrix also had (through
previous businesses) interactions with the security fencing
component of the Gallagher Group. iMetrix is also in the biometric
security control business, in areas including retinal scanners,
fingerprint readers, hand geometry, and facial recognition.

There has been a gradual shift in production/manufacturing of

product from Ireland to India and two-thirds of the research and
development is now in India, with the balance in Ireland.
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Success factors

As a systems integrator, iMetrix has a competitive advantage
because virtually all access control systems will use the same types
of cards (like Cardax cards) and readers. However, only those firms
with knowledge of the intelligence controllers (hardware) and who
understand systems integration will be in a position to offer the
most appropriate solutions to customers in need of access control
products and services.

Some of the controllers that iMetrix use are also from New Zealand.
These are world class and offer features that, in combination with
good systems integration, allow for some unique access control
solutions that make iMetrix stand out and allow them to
differentiate themselves with unique selling propositions.

The use of access control technology has been very limited in India,
but it is now taking off and there is huge potential for firms like
iMetrix.

The political-legal environment and various State requirements for
reporting and maintaining registers are such that iMetrix is able to
tailor Cardax technology to be able to comply with local reporting
requirements. This enables not only access control, but also
information with respect to time and attendance (of those gaining
entry), as well as an interface to payroll processing system and to
ERP (enterprise resource planning) systems.

Basically, iMetrix’s strength lies in its access to a pool of products
(through Europlex, as well as through other vendors), and
utilisation of intelligent controllers (the Cardax system) to provide
tailored software to meet the specific requirements that each
particular situation demands. This balance of product and systems
integration knowledge enables them to provide tailored solutions
based on excellent product and localised situations.

Through iMetrix’s relationship with Cardax, there has been an
opportunity to combine Cardax technology with iMetrix’s local
knowledge, incorporating iMetrix software in the development of
‘localised’ solutions for Indian clients. But this does not preclude
iMetrix from using other products (e.g. their own products through
Europlex, or other systems through, for example, General Electric,
in combination with their systems integration knowledge to tailor
access control systems for different segments. Thus they do not
perceive their use of product from Cardax, or General Electric or
Europlex as being in competition, but rather, utilise each of these
suppliers for specific market segments that are not in competition.
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Barriers

Indian consumers are very technically-savvy and have high
expectations with regard to high quality and low price (which they
can generally argue because of high volume requirements). This is
a challenge and needs to be understood by businesses in India.

Unfortunately, in some industries, there is still a preoccupation with
obtaining products as cheaply as possible. As a result, contacts
(both in the public and private sectors) generally go out for tender,
and are often awarded to the lowest bidder.

The access control industry is in its early stages in India, although
iMetrix has a long history and state-of-the-art technology.
However, there are no standards or accreditation in India, which
means that anybody can get into the business. Although there are
many competitors in the Indian market, it is really only the large
multinationals (such as Honeywell, and Siemens) that constitute
real competition to iMetrix.

Because of the decision to not act as a systems integrator outside of
the Indian market, iMetrix might be foregoing opportunities that
Cardax might have identified. Such opportunities might involve
creating tailored access control systems using Cardax technology
and iMetrix systems integration capabilities. Through their
relationship with Cardax, iMetrix is looking at working with Cardax
closer to home in Sri Lanka, Pakistan, and Bangladesh and more
recently in the Philippines.

Lessons

Competing on price is not necessarily a good long-term strategy, as
value in the service industry is not price-based, but relationship-
based. Crossing international boundaries makes it all the more
important to focus on relationships, and those firms that are
culturally sensitive tend to do better globally.

Future opportunities

Based upon the growth that is occurring in India, there is certainly
an opportunity for New Zealand companies in the perimeter security
fencing sector to become more active. Already, 20-33 percent of
the perimeter security fencing manufacturers globally are New
Zealand firms, with the top firm being Gallagher.



Bigtree Entertainment Pvte. Ltd.

Background

Ashish is a marketing graduate with an MBA from Bombay
University who, while holidaying in South Africa and sitting under a
big tree, started to think about setting up a ticketing exchange
business in India similar to Ticketek. He had noticed a similar
operation in South Africa, but this type of business did not exist in
India.

The political/legal environment in India was such that the individual
states each had cinema, theatre, and concert activities, where
tickets were sold by the individual venues and there was much
corruption in terms of misreporting ticket sales. Individual
companies would attempt to minimize the payment of
‘entertainment taxes’ to the respective state authorities. In the
early 2000s, there were no cinema multiplexes.

With a population of one billion citizens, India has 12,000 individual
cinemas (of which only 8000 work). Because of issues related to
piracy, distributors in India would only make limited numbers of
movies available to cinemas. Newly-released movies would be
released in only the top 200 cinemas and then four weeks later to
the next 200 cinemas, and so on, which meant that the vast
majority of non-urban dwellers were not able to see new movies for
months after their initial release. These people inevitably ended up
purchasing VCDs and DVDs instead of waiting until the movies
reached their villages. The development of digital movies meant
that newly released movies could be digitized and simultaneously
released throughout the country through a proportion (—3000) of
these individual cinemas, but at 70 percent of the original resolution
and sound quality.

Around 2002, India started to see the development of large
multiplex cinemas. After a series of investments by various
institutional investors, Bigtree was able to establish the nation’s first
call centre, linking eight larger urban centres and 180 cinemas. In
these eight large markets, people wishing to see a movie could call
up and order their tickets, after which the tickets would be delivered
to their homes and they would pay cash upon delivery. Even now,
however, government bureaucracy is such that, even with
computerisation of ticketing, there is still a need to account for all
tickets generated, to ensure that the requisite taxes are being paid.
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Market entry and business in India

In late 1999/early 2000, Bigtree partnered with a New Zealand
company, Vista Entertainment. Initially, Bigtree simply acted as a
client/customer of Vista’s through the purchasing of Vista
technology, but they then moved into a partnership. Bigtree set
about automating and linking up cinemas, and assisted Vista in
customising its ticketing product for the Indian market and by
acting as a value-added reseller of Vista product in India. This was
necessary because of the government regulations with respect to
ticketing and reporting. Today, Bigtree still maintains its full service
call centre and web-based ticketing business (like Ticketek). In
partnership with Vista, it also provides integrated software packages
to assist in all aspects of running the multiplex cinemas now in
India, including ticketing, concessions, and office management.
Bigtree has now partnered with a US firm to providing the
technology/software to track box office activity in multiplex
cinemas. It also supplies newly-patented technology, which tracks
activity in individual cinemas that do not have box office tracking
systems.

Bigtree is also partnering with another US firm that specializes in
stand-alone point-of-sale (POS) equipment, like that used in fast
food restaurants; Bigtree will act as their Indian agent.

Success factors

Because of the extent of red tape and bureaucracy, it is essential to
have an Indian partner to assist in navigating through these. As of
today, there are 80 cinema multiplexes in India, and this number is
forecast to grow to 350-500 within the next four years. Bigtree
(with Vista) technology is present in 90 percent of these
multiplexes. Currently, any released film in India generates
approximately 30 percent of its revenues from multiplexes. Bigtree
is now looking to work with Vista on getting into the digital movie
release segment. However, by 2010 when there are expected to be
350-500 multiplexes in India, this will account for approximately 75
percent of any particular movie’s revenues.

A big success factor for Bigtree was having the very innovative,
creative Vista product to work with, and the assistance of Vista’s
chief architect, who spent 25 days in India working with Bigtree to
customise the Vista product to meet the Indian requirements.

An additional success factor relates to the common language

spoken between New Zealand and India, enabling the coding of
software to be much easier than it is, for example, in China.
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With respect to why the partnership with Vista is so successful,
Ashish attributes this to mutual trust. Murray (Vista) has full trust
in Ashish’s local knowledge, and Ashish has complete trust in Vista’s
technological capability.

Ashish likes working with similar sized New Zealand companies,
because he feels that success lies in each partner feeling as
important as the other. He believes that partnerships work better
when there are no power/size asymmetries—when there is “a
marriage of equals”.

NZTE and the Trade Commissioner’s office have been doing a good
job in India promoting New Zealand as a destination both for
tourism and education, and this has led to more Indians becoming
aware of New Zealand.

Barriers

Ashish uses the analogy of doing business in India as driving along
an old, dug up, detoured, speed-bumped road, but one which, if
you persevered, would ultimately get you to your destination. In
other words, much patience is required for doing business in India,
as there is a huge amount of red tape and bureaucracy.

Lessons

With respect to the IT sector, Ashish believes that New Zealand
companies with innovative products and services should utilise India
as a stepping stone to other bigger markets, because of India’s
strengths in IT.

NZTE can provide the broad list of possible markets and customers,
and the matchmaking possibilities, but success can only occur when
either side of the partnership makes the effort to contact the other
directly—not through a facilitator, but directly, face-to-face.

Future opportunities

India is a country with progressive policies and subsequent
governments that view progress and democracy favourably. India
is unlike China, for example, which Ashish views as a super-
highway that allows people to get on and go fast, but with no
certainty that there won'’t be total blocks ahead at some point.

Much as New Zealand’s economy is based on SMEs (small and

medium sized enterprises), there is a large and growing number of
SMEs in India. Bigtree believe that these could provide
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opportunities for partnering with New Zealand SMEs, where “like-
size” equates to “like-mind”.

Ashish suggests that Vista now needs to take the next step and,
while retaining the marketing, creative, and research parts of the
business in New Zealand, should consider shifting development to
India, where there is a very skilled labour force at one-fifth the cost.
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Dilinger Consultants

Background

Robert went to RMIT University in Melbourne in 1989 and noticed
that there were very few Indian students in Australia. Based on his
experiences as a student doing his MBA, and then working in
Melbourne, he came back to India in 1992 with a view to migrating
to Australia. However, he began to get inquiries from many of his
Indian colleagues about how to go to Australia to study, and this led
to his establishing a consultancy.

In 1989, the biggest hurdle for Indian students wishing to study
overseas was foreign exchange, as it was extremely difficult to get
money out of India. This is now no longer the case and it is quite
easy to obtain foreign currency, as long as a case can be made to
the Reserve Bank based on either study or tourism. This requires
prospective students to show their tickets and passport to the Bank.

In addition, as long as there is an offer of study from a foreign
institution, it is extremely easy now to obtain study loans from
Indian banks. However, they also will need to see how sponsors
(normally family) are positioned with regard to finances, and
students must show that they have a financial plan demonstrating
how the loan will be supplemented with family funds, to provide the
necessary finances to live overseas.

Dilinger currently has offices in seven Indian cities. 75 percent of
his clients are seeking postgraduate study overseas, and 25 percent
are looking to do undergraduate study. The proportion choosing to
go to Australia and those coming to New Zealand is 90 percent and
10 percent respectively.

Success factors

When asked about how the New Zealand visa process compares to
the Australian process, Robert noted that the New Zealand process
iIs much faster than the Australian, UK and US, because of the
efficient team in Delhi that is able to process visa applications
relatively quickly. This is generally in the order of four weeks, if the
student has an acceptance or an approval in principle from a foreign
institution. It is permissible for foreign students studying in New
Zealand to work for up to 20 hours per week, and this is attractive
to prospective Indian students.
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The only New Zealand University to apparently exploit the “spot-
offer” approach has been Victoria University of Wellington. There
were numerous references to the successful approach of Tim
Fowler, and his work with Victoria International at that institution,
Taking academic staff to review student applications at the
education fairs in India, enables spot offers to be made, and this
has been a successful strategy adopted by Victoria University of
Wellington. This university invited a number of Indian and foreign
education agents to visit Wellington in August 2004, in order for
them to become familiar with the university and be in a better
position to promote it to their students. No other New Zealand
university appears to have done this before or since.

Dilinger is an education agent who knows the processes and is
generally able to do all the necessary screening of applicants. As a
result, approximately ninety percent of prospective students who
work with him receive foreign offers, since he is able to effectively
screen applicants on the basis of evaluations by the foreign
institutions involved.

Tourism to New Zealand has a positive influence on Indian students
who then wish to return to study in New Zealand.

Some institutions in New Zealand have emphasised the presence of
Indian student communities already in New Zealand, which
encourages prospective students to feel comfortable about the
challenge of cultural differences in New Zealand.

A value-added service that Dilinger offers is to match up
prospective Indian students with Indian students who have
experienced New Zealand education, so that the former can learn
from the latter experiences.

Barriers

New Zealand requires a police clearance for students, which other
countries do not require, but this is not considered to be a huge
obstacle, except perhaps for students who live outside the cities.

Unlike the New Zealand visa process, however, the approval
process and application turnaround from the tertiary institutions is
extremely slow. The length of time that it takes New Zealand
institutions to process Indian student applications is a major hurdle.
The universities take longer than the polytechnics, and this lengthy
turnaround is the major reason that Dilinger cannot convince more
Indian students to apply to New Zealand institutions.
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Australian universities also utilise ‘spot admissions’ and have more
frequent visits to India so that they can also make spot offers.
They regularly attend education fairs and bring along university
faculty who can process applications on-the-spot. When doing this,
some Australian universities even waive the AUS$100 application
fee, which is an additional incentive for students to choose
Australian universities over New Zealand universities.

Indian banks attach particular foreign institutions to students’ bank
loan applications, based upon student information as to where
they’d like to go. However, if other institutions come back with
admission offers later on, the process becomes complicated and
delayed. Thus, students who are going for bank loans, which also
take weeks to approve, want to be able to put foreign universities
which are known for fast turnarounds with their
admissions/acceptance decisions on their applications.

Student loan applications must be tied to a formal offer from a
particular foreign institution, so students changing their minds after
lodging a bank loan application which includes their chosen foreign
institution make the loan process problematic. Thus, students in
need of a student loan (90 percent of those going overseas) want a
quick decision on the part of a foreign institution because the bank
loan necessitates having a formal offer/acceptance. The longer the
desired institution takes in making its decision, the longer the delay
in being able to apply for a loan and so students are tending to go
with institutions that have faster approvals. In Dilinger's opinion,
New Zealand’s biggest disadvantage is the very slow
approval/processing times taken by the universities.

This is an industry that is still very much influenced by word-of-
mouth. The experiences of Indian students either returning from
overseas, or with experiences applying to go overseas, have a
tremendous influence on subsequent students and their choices as
to where to apply for their own study.

The various country education web-based portals are utilised by
prospective students, but, in comparison to the UK and the US
portals, the New Zealand site is not as well developed and is not as
widely known. It requires a great deal more publicity.

The perception of education agents (and students) is that it is much
more difficult to gain admission to New Zealand universities than
Australian and UK or American universities, particularly in terms of
entry requirements and available places.
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For those Indian students who wish to do post-graduate business
studies, the vast majority tend to prefer doing course-based
Masters. The perception in India is that New Zealand tertiary
institutions do not offer as many course-based Masters degrees in
Business as those in Australia, Canada, the UK, and the USA.
Similarly, other countries tend to offer 12-month Masters
programmes, whereas New Zealand’s Masters degrees are generally
24-months—this is an additional disincentive for Indian students
wishing to do post-graduate study in New Zealand.

Dilinger feels that Australian universities are more market-oriented,
as evidenced by more advertising, more visits, and more spot-offers
at education fairs. Dilinger says that the university brochures that
New Zealand institutions prepare do not compare favourably with
those of other country’s institutions. For example, the UK and
Australian institutions provide materials that are more glitzy and
contain more information relating to social and cultural experiences
facing prospective students from India.

Gaining permanent resident status in New Zealand does not appear
to be as easy for Indian students in New Zealand, compared with
Australia. This is a major factor in their decision about where to
study, and very often this is linked to getting a job offer from an
organisation in the country concerned.

Lessons

The Dilinger website is an interactive student-friendly site with links
to all the Australian and New Zealand tertiary institutions. It is
important for New Zealand tertiary education institutions to ensure
that they have relevant and easy access to their websites, and to
ensure that their agent is also highly visible to prospective students
and their families.

It is clear that key individuals play an important role in establishing
relationships with education agents and relevant institutions in
India. Dilinger noted the huge role that Tim Fowler played in
promoting New Zealand tertiary education in India, as well as his
own institution, before moving to Australia.

Dilinger suggests that New Zealand should promote its cost-
advantages more, particularly when exchange rates are favourable.

Future opportunities

With a booming_Indian economy, Dilinger is now being confronted
with a situation in which students that completes an undergraduate
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degree in India or overseas has an enticing choice as to whether to
go overseas to continue studying, or whether to work straight away
because of the multitude of jobs and offers that are available in
India. Hence, he is now seeing the “second best” students utilizing
his services because the “best students” are being snatched up
upon completion of their undergraduate degrees by firms in India
offering good jobs and good pay. How this plays out in terms of
overseas education remains to be seen.
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