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ABSTRACT

This report presents the findings of a study of the suftdasternational marketing strategies
of New Zealand service providers. A mail survey of 123 Nealatel services firms has
identified a number of major differences which distingigsccessful exporters from their

less successful counterparts.

Successful services exporters are found to have sigriifidaigher levels of commitment to
their overseas markets. This is demonstrated by thdiehigvels of investment in all aspects
of their international business. Top performing intaovet! service providers have made a
clear decision to internationalise and have put a delbetedtegy in place to achieve this.
Overseas markets are important to their continued ssiesethey recognise the opportunities
that internationalisation offers them. Successfahjganies perceive fewer barriers to doing
business overseas and have a strong internationalatigervith a desire to continue

growing their overseas business.

Less successful New Zealand services exporters byamsop have very little commitment
to their overseas customers. New Zealand is theit mgsortant market and they consider
international markets to be just incidental to theiness. The level of investment they make
internationally is significantly lower than that afickessful international service providers
and in many cases there appears to be little real stteredeveloping their international

operations further.

Firms of all sizes and in every service sector aredoaimongst the top performers which

demonstrates that size is not a barrier to internatisuccess.

The study develops a typology of six internationalviser providers - Committed
Internationalisers, Risk-averse Internationalisers, Ambitious Internationalisers, Adaptors,
Disinterested Internationalisers and Reluctant Internationalisers. Each of these clusters is
profiled and the differences between them are analysedlly managerial implications are

presented.
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1.0INTRODUCTION

It is widely acknowledged that services have become isicrglg important in the global
economy. In spite of the acknowledged importance ofnat@nal services there is still a
limited amount of information available about the intéioral trade in services (Samiee,
1999). The volume of trade in international service®tsenen known, as service sectors can
be elusive, often invisible areas of business (Samiee, 18B@)limited information

available makes it difficult for policy officials tar@mote the marketing of services
internationally (Samiee, 1999) and for this reason WinateldPatterson (1998) argue that
many service firms with the potential to export remain éstm suppliers only. Furthermore,
whilst there has been a lot of research into thsfaanfluencing the performance of
exporters in the manufacturing sector much less is kradynit what makes service providers

successful in international markets.

This report presents the results of the second stagstafly of the international
competitiveness of New Zealand service providers. Thediage identified the level of
international activity of New Zealand service firm$ié® and Hassan, 2002) and, based on
that survey, this study aims to identify the marketimgtegjies associated with success in

international markets.

The report, therefore, compares the marketing strategisuccessful and less successful
New Zealand service exporters and their differing perspesctin international business. It
also presents a typology of six New Zealand servicpsréars and discusses the implications

of these different exporter groups for managers.

2.0 RESEARCH METHODOLOGY

This study is the second stage of a two part study intmtéeational activities of New
Zealand service providers. The first study sought to gairvaerview of the level of
international activity by New Zealand service provid&kgw and Hassan, 2002). In doing so
the first study identified 255 companies which operatednat@nally. These companies
were then targeted for the second survey. In additisoaa of the Kompass New Zealand
database identified additional service firms which wisted as being exporters. Those which
had not responded to the first survey were included irsduend study. This resulted in a
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total of 399 questionnaires being mailed out. Thirteen questi@snaere returned as the
company was no longer in business and a further 14 questeseere returned blank. The
main reasons for non-response were that the companavimnger engaged in international
operations, lack of time and no interest in the studiptal of 123 usable questionnaires were
received which represents a response rate of 33.1%.

3.0 RESPONDENT PROFILE

3.1 Firm size and service sector

There is an even split across the company size rariggust under 40% of the participating
firms having less than ten employees (Table 1). Thigmeatthe population of New Zealand
services exporters well. A range of service sectorsegmesented in the study. There are
slightly more companies in the commercial and busisessces sector and slightly fewer
computer and software companies than in the populationhéutifference is not significant.
In terms of company size and industry sector these rdeptsican be considered to be
representative of the population of international serpioviders in New Zealand. Ninety
percent of the participating companies are New Zealan@dwn

Table 1: Size and service sector of the participating companies

No. of employees % companies Industry sector % companies

Less than 10 39.5 Building and Public 19.8
Works

11-50 37.0 Transport and 12.9
Communications

51 and over 23.5 Medical and Social 0.9
Services
Education and Training 12.1
Finance and Insurance 6.0
Commercial and Business 37.9
Services
Computing and Software 9.5

3.2 Markets Served
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Table 2: Number of different countries served

Number of countries served % of firms
1 11.7
2-4 37.0
5-10 28.8
11-20 8.1
More than 20 14.4

Respondents were asked to indicate how many differenseag markets they served. As
Table 2 shows approximately half of the participating fitarget more than five markets

which correlates well with managers' perceptions of theel of international experience.

Table 3: Overseas markets served by New Zealand service providers

Market served % of companies
serving this market
Australia 74.8
North America 47.2
United Kingdom 44.7
South Pacific markets 40.7
People's Republic of China 325
Singapore 32.5
Hong Kong 31.7
Malaysia 30.9
Other Asian markets 28.5
Germany 26.0
Other Western European markets 26.0
South Korea 22.0
Taiwan 21.1
Japan 21.1
Eastern European markets 18.7
South/Central America 17.1
African markets 16.3

Australia is the most popular market for New Zealamdise providers to serve (Table 3).
This is because of Australia's close proximity and culginailarity to New Zealand. In the
service sector cultural similarity appears to play quiteagor role as the next two major
markets served are North America and the UK. This calglol be a reflection of the size of
the service sector in these markets with servicesuatiog for over 70% of GDP in

Australia, North America and the UK.
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Markets in the South Pacific are served by over 40%etbmpanies in this study with Fiji,
Samoa and Papua New Guinea being the main three couatgeted. Asian markets, in
particular the People's Republic of China, Singapore, Hangykand Malaysia are the next
most important markets for New Zealand service providgrsomparison European,
Central/South American and African markets are leg®rant markets for New Zealand
service firms. This may be related to the physical distafichese countries form New
Zealand. These markets may also be more difficudetdo as they are probably not as well

serviced by flights as Asian markets.

It is interesting to compare the markets currently beerged by New Zealand service
providers with those that managers perceive to be imgdddhem in the future. Based on
the likelihood of a company to serve a particular ovassearket and the relative importance
of that market to the respondents the major marketSdor Zealand service providers in the
future are Australia, North America, UK and the markéthe South Pacific (Table 4).This
suggests that there is unlikely to be any major changaphasis on specific overseas

markets by New Zealand service firms in the next fiverye

Table 4: Important overseas markets for future international business

1. Australia
2. North America
3. United Kingdom
4. South Pacific
5. Other Asian markets
6. People's Republic of China
7. Hong Kong
8. Germany
9. Singapore
10. Malaysia

3.3 Mode of Operation in International Markets

The most common mode of operation by New Zealand sepwineders overseas is through
direct sales with nearly 70% of companies adopting this appr@able 5). Given the
relative size of New Zealand firms the adoption oflthveest risk approach to international
markets is to be expected. Just over a third of compasean agent and only one third
engage in either joint ventures or strategic allianOedy one fifth of companies have their

own sales office overseas and these tend to bertier frms.

10
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Table5: Mode of operation in international markets

M ode of operation % of companies
Direct Sales 69.1
Agents 36.6
Joint Venture 33.3
Strategic Alliances 33.3
Sales Office 20.3
Distribution Agreements 154
Licensing/franchising 8.1

3.4 International experience of participating firms

As Table 6 shows the there is a good level of experibndéew Zealand service providers in
international markets with over 45% of participating srhaving over 10 year's experience
of offering their services in international marketsatldition, respondents were asked, on a
five point scale (1 - very limited; 5 = considerable)ate their international experience. The
number of years operating overseas equates well withgeda@wn perceptions of their
international experience with 43.1% of managers ratiag tével of international experience

as high or very high.

Table 6: International experience of participating firms

Number of yearsfirm has been engaged in % of firms
international business

Less than 3 19.3

4 - 10 years 34.2
11 - 20 years 31.6
Over 20 years 14.9

Commitment to international markets has been shovather studies of exporters to be a key
factor in determining success. Based on their self paoreover three quarters of the
respondents in this study (67.5%) reported that seniorgaasa their firm had a high or
very high level of commitment to their firm's interiogial operations. Such a high level of
commitment is important for New Zealand's econoraarsss in overseas markets. A further
indication of the commitment of most of the firmglns study to overseas markets is the
observation that 61.2% of all respondents claimed thatseas markets are important or very

important to their firms' overall success. Howeveis # little worrying that nearly 30%

11
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considered overseas markets to be of little or no imapoe to their overall success. Later
discussion will show that the level of commitmeriirian has to its international markets is a
key factor influencing the performance of the internatioperation.

Respondents were asked to give the percentage of managess firms with international
experience. 8.5% of firms had managers with no intemmatiexperience. Nearly 40% of
firms by contrast had over 50% of their managers wigrinmational experience and over 20%

of participating organisations had 100% of their managersimghnational experience.

4.0 GATHERING INFORMATION ON OVERSEASMARKETS

The level of investment in market research by Newai@hkervice providers in overseas
markets is worryingly low. The majority of firms (56.94ndertake market research on an ad
hoc basis. A further 23.3% admit to never conducting any fomagket research in
international markets. Only 39.3% of the participating fiadsnit to using government or
commercial agencies to assist them with their inteynal operations. Of those that do use an
agency, 75% use Tradenz.

4.1 Reasonsfor not using external agencies

Respondents not using any form of external assistaneeagsked why they did not avalil
themselves of the services on offer. A total of 65 déffiticomments were recorded and,
using content analysis, have been categorised intofexatit factors (see Table 7). The
main reasons why New Zealand service providers do not tmmalkagencies to assist them
with their international business is that many of thgafer to rely on their own experience or
personal contacts. There is also a view amongst s@pemnéents that the agencies available
do not have the specialist knowledge in order to be abl#eiotbem assistance. Other
managers do not feel the need to use an agency and havertheever even tried. Yet
others have tried and found external agencies to be itieffer too expensive. The focus on
manager's own experience and contacts may be a m@fledtihe service sector in which a
high degree of personal contact is important in ordeetelop long term business

relationships.

Table 7: Reasonsfor not using commercial or government agencies for international

12
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business
Reason No. of comments % of comments
We rely on experience and personal contacts 16 24.6
They do not have the specialist knowledge 15 23.1
we need
We have found them to be ineffective andfor 14 215
expensive
We have not tried using an agency/we dop't 13 20.0
need to
We are not aware of the information 4 6.2
available
We are not that active internationally 3 4.6
Total 65

4.2 Informal information sources used

Respondents were asked to identify the informal sourcgsutesl for gathering information
on existing and potential new overseas markets. A to0®fifferent sources were
identified which have been collapsed, using content asaiygo nine different factors. There
is again a strong emphasis on the use of personal t®atatexperience by New Zealand
services exporters (see Table 8). The Internet is alsm@ortant source of information for
managers as well as the trade press. Official sowsuel,as banks and government agencies
and statistics are used by fewer managers, confirmingatherdinding that not many New
Zealand service providers make use of commercial or goesinagencies to assist them in
their export efforts. Partners and agents are not usel aither, which is likely to the a
reflection of the observation that most New Zealastdise providers are selling directly to
their overseas customers rather than engaging injemtires or using agents. The use of
country visits and trade shows to collect informatioals® low which probably stems from
the cost of visiting overseas markets.

Although only four companies admitted that they did not ngdrdormation sources a
further 17 respondents provided no response to this queStizen the low levels of
investment in market research already recorded it isaptgplmot unreasonable to assume that

these 17 companies do not collect any information on tiveirseas markets at all.

Table 8: Informal information sour ces used

13
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I nformation source No. of comments % of comments
Personal contacts/networking 67 33.0
Internet 40 19.7
Trade press 37 18.2
Official Sources 20 9.9
Publicly available sources 13 6.4
Partners/agents 11 54
Country visits 8 3.9
Tradeshows 3 1.5

No sources are used 4 2.0
Total 203

5.0MEASURING THE INTERNATIONAL PERFORMANCE OF NEW ZEALAND
SERVICE PROVIDERS

5.1 Performance compared with objectives

The success of New Zealand service providers in ovensad®ts was measured in four
different ways. First, respondents were asked to oate, five point scale, the performance of

their international operations against their objectingbe last three years. A total of nine

different success dimensions were used (see Table 9).

Table 9: Measures of performancein international markets

Performance in achieving objective Mean for all Standard deviation
respondents
Export sales growth 3.1 1.3
Market share growth 2.8 1.2
Turnover 3.2 1.3
Profitability growth 3.0 1.2
Return on investment 3.1 1.2
Customer satisfaction 3.8 1.1
Cost reduction 2.8 1.0
Building awareness/reputation overseas 3.4 1.2
New service development 2.9 1.2
Overall international performance 3.1 1.0
compared to New Zealand*

Measured on a five point scale 1 = very poorly; 5 = verly; Weneasured on a five point scale 1 = not at all
good; 5 = outstanding

To obtain the overall performance measure of individoalpanies the mean value of the
respondent’s self assessment for each of the nine marfioe measures was computed. Those
companies with a mean success rating over 3.5 werefiddsss 'successful' and those

14
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scoring below this were labelled 'less successful'. fEsilted in 39.3% of the participating
firms being rated as successful and 60.7% as less successful

5.2 Performance compared with competitors

Second, respondents were asked, using the same dimenssasted in Table 9, to rate the
success of their international operations compareckip¢bmpetitors. Nearly one quarter of
all respondents had some difficulty comparing their peréorce with that of their
competitors. This has resulted in quite a lot of misdag for this question making
comparisons between successful and less successfabimaal service providers difficult.

It is interesting that so many firms could not compheartperformance with their
competitors and suggests that they are not as knowledgdsthlethe competitive situation
in their international markets as they should be. Gihe earlier observation on the low
levels of market research being undertaken by New Zeatande providers in their
international markets perhaps this result is to be exge€tes success measure has not been
used for subsequent analysis.

5.3 International competitiveness

A third measure of success was used. This required respotaleats the international
competitiveness of their firm along 14 dimensions negato different aspect of their service
offering. As Tables 9 and 10 show there does appear to elmetygeen the perceived
competitiveness of New Zealand companies offering Hegirices in international markets
and the perception of their performance. Whilst resposdai¢ themselves highly in terms
of their international competitiveness with regardeovige quality, uniqueness and speed of
delivery, cost and price competitiveness, reputation arfthtdogy orientation, their
performance in areas such as new service developnmeébanhreduction do not seem to
match their perceived levels of international compeiass. It is possible that the higher
level of international competitiveness has not yettfedugh into actual performance in
overseas markets. Alternatively, New Zealand serviogigers may be over estimating their
international competitiveness as they do not have ag gwainderstanding as they should of
their competitors in the international markets thenws . The latter view is supported by the
earlier observation that many respondents noted thaittéee not able to compare their
performance with that of their competitors.

15
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Table 10: Theinternational competitiveness of New Zealand service providers

Performance measure Mean for all Standard deviation
respondents
Technology orientation 3.6 1.2
Price competitiveness 3.7 0.9
Service quality 4.0 0.8
Service uniqueness 3.7 1.1
Company reputation 3.7 1.0
Range of services offered 3.2 1.0
Service innovations 3.3 1.0
Speed of service delivery 3.6 0.9
Promotion of services 2.7 1.1
Personnel experience and training 3.4 1.1
International experience 3.3 1.2
Management capabilities 3.5 1.0
Cost competitiveness 3.6 0.9
Financial resources 2.9 1.1

Measured on a five point scale 1 = not at all competifive very competitive

A factor analysis loaded the international competitigsréimensions of performance on
three factors - innovation competitiveness, cost/juatimpetitiveness and international
capability competitiveness - which will be used in subseqaealysis.

6.0 COMPARING SUCCESSFUL AND LESS SUCCESSFUL NEW ZEALAND
SERVICE PROVIDERS

Comparing the performance of New Zealand service provatgasst their own objectives
39.3% of the firms participating in this study were rategduccessful across the nine
performance dimensions measured. By contrast 60.7% raetelves as being less
successful. It is disappointing that more firms appeatmbé successful in international
markets, however, the relatively low numbers of topgrenérs suggests that respondents are

not over estimating their international performance.

6.1 Markets served and entry mode

No significant differences were observed between sutdes®l less successful exporters
with regard to the length of time they had been engagetarketing their services overseas.

Successful exporters were, however, found to sengndisantly higher number of overseas

16
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markets than poorer performers. No successful firms demly one country compared with
nearly 20% of less successful firms. Nearly 65% of tepterformers, however, served more
than five countries compared with 43% of the poorer pedosniNot only do successful
exporters serve more countries, but they are signtficarore likely than their less successful
counterparts to target Asian markets such as Japan, Clung,Kkéng, South Korea, Taiwan
and Singapore. Successful exporters, therefore, asemply concentrating on the markets
which are culturally most similar to New Zealand. Byitrast less successful exporters
concentrate predominantly on Australia, North Americd the markets of the South Pacific -
markets which might be perceived as being lower risk beaafuhe cultural similarity and

the relatively close proximity to New Zealand.

No significant differences were observed between tloegroups of firms with regard to their
mode of operation in overseas markets with the mgjofiparticipating firms choosing to
serve their customers via direct sales from New 2elal&lightly more successful firms
(28.9%) had sales offices in overseas markets thasuessssful exporters (16.9%),

but the difference was not significant. More of tbp performers (34.8%) had an export
department than the less successful firms (12.9%), vdaintagain be seen as a sign of the
stronger commitment by successful exporters to thesrmational operations. Over three
guarters of the firms in this study, however, do not havexport department which is largely
a function of their relatively small size.

6.2 Perspectives on international business

Respondents were asked to agree or disagree with a desiatements on doing business
overseas. Table 11 compares successful New Zealandesexpiorters with their less
successful counterparts and, of the 19 dimensions measuréidplbled significant
differences between the two groups. Whilst there appedrs no differences between
successful and less successful exporters in termgiofvibews on regulations, the paperwork
associated with exporting, the financing of exporting aedctist of serving and receiving
payments from overseas markets, there are majoretffes relating to their commitment to

international markets.

17
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Successful New Zealand services exporters have a saytify stronger international
orientation with export business being a significantgher priority for them. They consider
overseas customers to be more demanding, but at thetisaamecognise that operating
overseas and serving more demanding customers makes thiernangoetitive both at home
and overseas. Furthermore, they believe that highexspein be charged in export markets
than in New Zealand which appears to translate into mafé from overseas markets
compared to the domestic market. Although both groupsms$fiecognise the importance of
persistence as a way of achieving international marketesacthe successful exporters
appear to be more persistent than their less successiutlerparts. By contrast, less
successful firms are significantly more likely to viélew Zealand as their most important
market and as a consequence are more likely to develoggstsaprimarily for their home
market. The focus of the less successful exporters epfeebe largely on the New Zealand
market compared with the stronger international fodubeosuccessful firms.

18
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Table 11: Perspectives on international business

Statement Mean for less M ean for Significance
successful firms successful firms level

The cost of serving overseas markets is 3.1 3.0 NS

high relative to the returns

Regulations for our services vary 3.3 34 NS

significantly from country to country

Obtaining finance for exporting is 2.7 2.5 NS

straightforward

Business practices are the same in most 2.2 2.3 NS

countries

Obtaining payment of services rendered 3.0 3.0 NS

overseas is difficult

Overseas business is just incidental to our 2.5 19 .033

company

The paperwork necessary for exporting i$ 2.4 2.7 NS

overwhelming

There is still a lot to do in the domestic 2.9 2.3 011

market before we can turn our major efforts
to international markets

NZ is our most important market 3.8 2.6 .000
Strategies are developed primarily for the 3.4 2.3 .000
home market

Export markets are more profitable that the 3.0 3.7 .001
NZ market

Operating in international markets make 3.2 4.0 .000
our company more competitive

Maintaining relationships with overseas 3.2 3.0 NS
customers is hard

We have a strong international orientation 2.8 4.0 .000
Higher prices can be charged in overseas 3.0 3.7 .003
markets than in NZ

Overseas customers are more demanding 2.9 3.3 .035
than NZ customers

Our export business is a high priority for us 3.0 4.3 .000
NZ's geographic location is a major 3.0 2.8 NS
disadvantage when selling our services

overseas

Persistence is important to international 4.1 4.6 .001

market success

Measured on a five point scale: 1 = totally disagreeid@ally agree

6.3 International marketing strategies
Respondents were asked a series of questions regardingtdgiational marketing

strategies and some of the factors which influence thieelod strategies. A total of 22
dimensions were measured of which 15 showed a significetetice between successful
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Table 12: International marketing strategies

Statement Mean for less Mean for Significance

successful successful level
firms firms

We develop global strategies with no 2.2 3.2 .000

special priority for the NZ market

We concentrate only on a small number of 3.6 3.6 NS

overseas markets

Our company markets a standardised 2.6 3.2 .030

service throughout the world

We offer a full range of services to all ou 2.8 3.7 .000

overseas markets

Promotional campaigns are standardised 2.0 2.4 NS

throughout the world

Prices are standardised throughout the 1.9 2.1 NS

world

We use the same sales techniques overgeas 2.6 2.3 NS

as in NZ

We have made a clear decision to expand 3.2 4.2 .000

the international operations of our business

We collect a lot of information on new 2.6 3.5 .000

overseas markets

We do not actively go after overseas 2.7 2.1 .039

business

We respond to all inquiries from potentia 3.8 4.3 .033

foreign buyers

Overseas markets offer better opportunitles 2.9 3.9 .000

for us than NZ

We serve mainly markets that are culturally 2.8 2.4 NS

similar to NZ

We serve mainly markets that are 2.5 2.0 .020

politically similar to NZ

We serve mainly markets that are 2.5 2.2 NS

economically similar to NZ

We are good at identifying new 2.5 3.6 .000

opportunities overseas

We invest significant resources in our 2.4 3.5 .000

international operations

We enjoy a strong market position in NZ 3.8 3.7 NS

We have a clearly defined strategy for 2.7 3.8 .000

international markets

The financial returns to our company are 3.4 2.3 .000

greater from NZ than overseas markets

We have a clear competitive advantage in 2.6 3.5 .000

the international markets we serve

We develop partnerships with other NZ 2.2 3.1 .000

firms to serve overseas markets more

efficiently

Measured on a five point scale: 1 = not at all; 5 3 vesl|
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and less successful New Zealand service exporters &xe 12). Successful firms are
significantly more likely to pursue global strategies withspecial priority for the New
Zealand market. In keeping with this observation, suéglessporters are more likely to offer
a standard service overseas. Although this is a signifaiierence compared with the less
successful exporters, it should be noted that thenetdevhich global strategies and a
standardised service are pursued is not particularly highstiggests that successful
services exporters recognise better than their lesessfat counterparts that some elements
of their service offering can be standardised and hagt know when to employ such a
strategy and when not to. It also shows quite cleldy; in contrast to less successful firms,
the successful exporters, do not regard New Zealandtteelgrinciple market and,
therefore, do not develop services just with New Zeh&ustomers in mind. This observation
matches well with earlier findings showing that sucedsstporters do not consider New
Zealand to be their most important market and thaabiléy to serve demanding overseas

customers can impact positively on their performance.

The commitment of the successful exporters to thearsmas markets is strongly in evidence
as the top performers are significantly more likelhéawe made a clear decision to expand
their international operations and to have developedalgldefined strategy for their chosen
markets. It is not, however, just about a clear comenitt and a deliberate international
strategy, successful exporters also claim to haveaa cbmpetitive advantage in the
international markets they serve. They are mordylitcerecognise the opportunities that
overseas markets can offer. This can also be attribotin@ observation that they are also
significantly more likely to collect information onweoverseas markets than their poorer
performing counterparts. Although successful firms colteate information on their
overseas markets, it is disappointing to observe thah#erity of firms in this study do not
undertake regular market research. Successful firms laiso to be more responsive to
enquires from overseas and to invest significant ressumddeir international operations. By
contrast less successful exporters are significagsly likely to actively go after overseas
business. They still have a largely domestic focus to thsiness with significantly more
poorer performers receiving greater financial returns ttwerNew Zealand market compared

with overseas markets.
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6.3.1 Standardisation versus adaptation

Respondents were asked to assess the extent to whicididyat their services to meet the
needs of their overseas customers. As Figure 1 showsssicl exporters adapt their
marketing mix significantly more than the poorer perfersn With the exception of the way
in which the service is delivered successful firms weoeenikely to adapt all elements of
their marketing mix than their less successful countespahts again provides support for
the notion that the successful firms are more corethiih their overseas markets as they
recognise the need to adapt to meet the needs of oveustasers and are willing to do so.

Figure 1: Extent to which New Zealand service providers adapt their marketing mix

1 | | | | | |

Way service delivers

Service range offered

Sales activites

Promotion

Price

The service itself

0 0.5 1 1.5 2 2.5 3 3.5 4 4.5

|I Successful OLess successful |

Means measured on a five point scale: 1 = no adaptatiall; 5 = high level of adaptation.
All measures significant at the .002 level

6.4 Commitment to international markets

One of the major differences between successful asdsleccessful New Zealand services
exporters is very clearly their perspective on the diimenarket compared to their overseas
markets. Successful firms, whilst enjoying a strong positidNew Zealand, have a much
stronger commitment to international markets. Theypaepared to invest the necessary
resources and are prepared to persist in order to beconessiutan their chosen markets.
Less successful exporters, meanwhile, have a strongerdtic focus with international
markets being less important to them.
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This difference in commitment to overseas marketsrthér in evidence when the level of
investment in international operations is considered. 8#eT13 shows successful firms
invest significantly more then less successful expomettseir human resources, relationships
with customers and market research. Although the ouerals of investment (with the
exception of building customer relationships) are nothigdt, successful exporters do
recognise and show stronger commitment to overseas tsidnke poorer performers. The
commitment to and investment in overseas markets esrdse major differences between
successful and less successful New Zealand servicegergpdihis higher level of

importance translates into the managers of succesgsorters having a higher level of

commitment to overseas operations.

Table 13: Investment in international markets

Investment in: Mean for Mean for | Significanc
less successful elLevd
successful firms
firms
Human resources 2.2 3.2 .000
Financial investment 2.4 3.2 .002
Relationships with customers 3.1 4.1 .000
Market research 2.1 3.0 .000

Measured on a five point scale 1 = very little investim&rr substantial investment

6.5 Objectivesfor international operations

Respondents were asked to rate the importance of seventivdg for their international
operations. As Figure 2 shows significant differenceswbserved across six of the
objectives, with successful exporters rating expansitmnew markets, expansion into new
services, increasing market share, awareness and a/prséitability as being more
important than their less successful counterparts.agas links back to the commitment of
New Zealand service providers to their international ojpersias it is apparent that
successful exporters are not just content with theireat activities and performance. They
have set clearly defined objectives to further expand iteirnational business in the future.
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Figure 2: International objectives of New Zealand service exporters

1

Serve exist. cust. more profit.*

Increase profits o/s*

Increase awareness o/s*

Increase mkt share o/s*

Expand into new services*

Expand into new o/s mkts*

0 1 2 3 4 5

|I Successful OLess Successful |

Means measured on a five point scale: 1 = not atnaibitant; 5 = very important.
* indicates significant difference at .000 level

6.6 Turnover and profitsfrom overseas markets
High levels of commitment and investment have beenlglshown to lead to success in
international markets. A further demonstration of shiscess can be observed by examining

the percentage of a firm's turnover and profitability gatesl from international activities.

Table 14: Percentage of turnover and profit generated from international markets

Percentage turnover from % of less successful % of successful
over seas* firms firms
Less than 10% 42.3 4.3
11 - 30% 26.8 23.9
31 - 50% 12.7 17.4
Over 50% 18.3 54.3
Percentage profitsfrom

over seas®

Less than 10% 50.0 6.5
11 - 30% 15.7 21.7
31 - 50% 18.6 19.6
Over 50% 15.7 52.2

* Significant at the .005 level

As Table 14 shows, top performing firms generate signifiganore of their turnover and
profits from international activities than their lesgccessful counterparts. Over one half of
the successful companies generate more than 50% ofiaathurnover and profits from
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overseas activities. By contrast just over 40% ofeke successful exporters generate less
than 10% of their turnover from overseas markets and188%¢han 10% of their profits from
international activities. A lack of commitment and invesnt is likely to be hindering the

poorer performers from obtaining more of their turnovet rrofits from overseas operations.

The strong emphasis by successful exporters on thelis@as markets can also be seen in
Table 15. When the increase in turnover from internatiorarkets in the last three years is
compared across top and poorer performers, the succesgtiuters have achieved
significantly bigger increases in turnover than thes msccessful counterparts. Over a fifth
of the successful New Zealand services exporters havetleir turnover more than double
in the last three years. By comparison a third oféke successful exporters have seen their

turnover from overseas markets either decrease oiirrestadic.

Table 15: Increasein turnover from international marketsin the last three years

Increasein turnover from % of less successful % of successful
over seas firms firms
Reduced or stayed the same 33.8 4.8
Increased between 1 - 20% 22.1 26.2
Increased between 21 - 509 19.1 26.2
Increased between 51 - 100% 20.6 21.4
Increase more than 100% 4.4 21.4

Note: A small number of respondents indicated theegse in turnover in dollar terms rather than in peagent
terms and are not included in this table. Significan®@2 level

However, examining the anticipated increase in turnéeen international operations in the
next three years, it is interesting to note that noifsignt difference emerge between
successful and less successful exporters (Table 16). [CB&&26 of successful firms expect
their turnover from overseas markets to increaseeméxt three years compared with 82.5%
of less successful exporters. Approximately 13% of all égp®expect their turnover from
overseas markets to at least double in the next yle@s. It is encouraging that so many of
the less successful exporters anticipate an incraedkeir turnover from overseas markets.
The key issue for these companies is to develop clddedde international strategies
backed up by the commitment of the senior managers witgifirms in order to make the
anticipated increases in turnover profitable.
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Table 16: Anticipated increasein turnover from international marketsin the next three

years

Increasein turnover from

% of less successful

% of successful

over seas firms firms
Reduce or stay the same 17.4 13.6
1-20% 30.4 15.9
21 - 50% 20.3 34.1
51 - 100% 18.8 22.7
More than 100% 13.0 13.6

Note: A small number of respondents indicated thieigated increase in turnover in dollar terms rather than
percentage terms and are not included in this table
No significant difference observed

6.7 International competitiveness of New Zealand service providers

Top performers rate their international competitivs=snen all three components significantly
more highly than their less successful counterparts (Tat)leClearly the majority of
respondents perceive their companies to be reasonably Giivedaut competitiveness alone
does not guarantee a good performance in internatiomiktsalt is interesting to note that in
overall terms 43% of the companies participating in thidystonsidered themselves to be
competitive or very competitive in terms of innovatidihis compares with 77.9% who
consider their firms to enjoy a cost/quality competitieges and 47.9% who perceive that their
international capabilities are competitive. This findihgwss that it is important to measure
international performance as well as perceptions of dompetitiveness. It is also interesting
to note that the innovation competitiveness factor hasowest scores for both successful
and less successful firms suggesting that New Zealandsgmaviders are trading more on
the basis of their relative cost advantage than ein téchnological expertise. The earlier
observations which showed that expansion into new sswas a less important objective
for most participating firms suggests that innovatiorenvises is not a priority for many

New Zealand services exporters.

Table 17: International competitiveness of New Zealand service providers

Competitiveness factor Mean for less M ean for Significance
successful firms successful firms level
Innovation 3.0 3.7 .000
Cost/quality 3.5 4.1 .000
International capabilities 3.1 4.0 .000
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6.8 Frequency of customer visitsand market research

Respondents were asked how frequently they visited thaisea® customers. Successful
exporters were significantly more likely to visit theirerseas customers more frequently than
their less successful counterparts with nearly 75%evhthisiting their customers on a
regular basis (either monthly, quarterly or annuallylisTtompared with less than 50% of the
successful exporters who visited their overseas cussoomea regular basis. Over 35% of the
poorer performers visited their customers on an ad has &#ag 17% never visited their
customers at all. Because of New Zealand's geograplatidadirms based here cannot be
expected to visit their overseas customers as oftBuiggean firms might do, however
neither successful nor less successful exportersipedcdew Zealand's geographic location
to be a particularly major disadvantage when operatiegseas (see Table 11). Interestingly,
no significant differences were found in the frequendy wihich market research into
international markets was undertaken with both sucdg®f12%) and less successful firms
(54.3%) opting to conduct market research on an ad hos basi

6.9 Impact of firm size and service sector

No significant differences were found with regard to commang or the industry sector in
which the participating firms were operating. This is emaging as it shows that small firms
can be just as successful in achieving their objectivegamational markets as larger

organisations.

7.0 STRATEGIC CLUSTERS OF NEW ZEALAND SERVICE EXPORTERS

A number of very distinct differences were found to ebétiveen successful and less
successful New Zealand services exporters. In orddeteyrmine whether there are different
strategic groups of services exporters within New Zealaridséer analysis was undertaken.
The identification of strategic clusters makes iteva® identify potential strategies for future

success for each group.

7.1 Cluster profiles
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Based on the international marketing strategies pursueeWwyZd¢aland exporters six distinct
exporter types were identifie@ommitted Internationalisers, Risk-averse Internationalisers,
Ambitious Internationalisers, Adaptors, Disinterested Internationalisers and Reluctant
Internationalisers. Differences between the six clusters are obseamegglust in terms of the
marketing strategies pursued, but also in terms of thesppetives on international business,
the objectives they pursue, their demographic profildsnaore importantly their
performance in international markets. Each clustpragiled below with regard to the
marketing strategies they pursue. Differences betweerlubeers are then discussed in
Section 7.2.

7.1.1 Committed Internationalisers

This is a group of 14 New Zealand firms which invest sigarft resources in their
international operations. They have made a cleasibecio expand their overseas operations
and have a clearly defined international strategy. Hneygood at identifying opportunities
overseas and have a clear competitive advantage inditket® they serve. They develop
global strategies with no special priority for the N2galand market and serve a wide range
of markets throughout the world. This is a set of highlypeutted exporters who have
achieved a high degree of international success as oveofAb#se exporters are top

performers.

7.1.2 Risk-averse Internationalisers

This cluster comprises 34 firms which serve only a smatiber of overseas markets. They
have made a clear decision to expand their internatapghtions. However, they focus their
attention almost exclusively on markets that areucally, politically and economically
similar to New Zealand. No other aspects of their i@Bonal marketing strategies stand
these firms out from the other clusters. Risk-averpemrers are enjoying some international

success as just over 30% of them are rated as topipern

7.1.3 Ambitious Internationalisers

This is a group of 25 firms which tends to focus on aiwelt small number of overseas
markets. However, unlike the risk-averse exporters theyotiserve markets which are
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culturally, politically and economically similar to WeZealand. Instead these firms have
opted to serve a wide range of markets throughout the widrke firms believe most
strongly that overseas markets offer better opporégnior them than the New Zealand
market and as a result have made a clear decision tocegparseas. They invest significant
resources and collect a lot of information on overseakets in order to help them benefit
from those opportunities. Financial returns to thesesfiane greater from overseas than they
are from New Zealand. These firms are the mosteatiernationalisers of the six clusters
and they respond to all enquiries from potential oversestemers. This is also the only
cluster which really develops partnerships with other Mewland firms in order to serve
overseas markets more efficiently. The commitmedtaative nature of this group of
exporters appears to be paying off as 60% oAthkitious Internationalisers are rated as
being successful.

7.1.4 Adaptors

This cluster comprises 20 firms which focus on a reltismall number of overseas
markets. Their decision to expand internationally isasotlear cut as for tH&sk-averse,
Ambitious andCommitted Internationalisers and they have a less clearly defined strategy for
international markets. This group of exporters, howeviérdrom theRisk-averse
Internationalisers in that they typically do not just focus on countrdsch are culturally,
politically and economically similar to New Zealand.viNEealand is still an important

market for these firms, however, when serving inteomati markets they do tend to adapt
their service, price, promotion and sales techniques totimeeteds of their overseas
customers. The higher levels of adaptation of the sss\aad marketing mix of these firms
appears to be resulting in some international succgastasder 40% oAdaptors are top

performers.

7.1.5 Disinterested Internationalisers

This is a group of just six companies which acknowledgethiey are not good at identifying
opportunities overseas, that they do not collect inftionabn overseas markets and that they
do not invest many resources in their international op@&satThey have not made a clear
decision to expand internationally and do not have a cleamnational strategy. Typically
they serve markets which are culturally similar to NE&saland and offer customers in those
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markets a standardised service. This group of firms adaps#meice and marketing mix the
least of all of the six clusters. As a result theg quite open that they have no clear
competitive advantage in the international marketg sieeve. It appears that this group of
firms is simply responding to orders from overseas provideg come from markets which
they perceive to be similar to New Zealand Not surprigitiggseDisinterested
Internationalisers have not met with much international success asxatlompanies are poor

performers.

7.1.6 Reluctant Internationalisers

Nineteen firms belong to this cluster. These firmsehagtrong New Zealand focus and
appear to be onleluctant Internationalisers. They do not actively go after overseas
business, have not made a clear decision to internasierzald have no clear strategy for
doing so. They do, however, appear to be selectivenmstef the overseas business they do
undertake as they do not respond to all enquiries from faltexerseas buyers and when
they do respond they tend to adapt their service, pricepramotions to meet the needs of
overseas customers. They do not collect much informaticoverseas markets and do not
invest significant resources in their internationalragiens, largely because they do not seem
to believe that overseas markets offer them betterrappbes than the New Zealand market.
It appears that this groups of firms will respond to ee@sscustomers, but only if approached
to do so. The lack of commitment on the part of tHieses to their international operations is
reflected in their success in overseas markets aHéhlgfReluctant Internationalisers are in

the top performer category.
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7.2 Differences acrossthe six clusters

Having profiled the clusters it is interesting to comphaegedix clusters according to their
demographic profiles (see Table 18), their perspectives emational business (see Table
19), their investment in international operations (Balele 20) and their international
objectives (see Table 21). Only results which show afgignt difference across the six

clusters are reported.

7.2.1 Committed Internationalisers

Committed internationalisers target the widest rangmahtries of all the clusters. Whilst the
three main markets served (UK, Australia and North Acagrare culturally similar to New
Zealand, firms in this cluster also have a strong piese European, Asian and South
Pacific markets. Th€ommitted Internationalisers are also the main exporters to target
African markets in particular South Africa. Interagly, Australia is also not the number one
market for theCommitted Internationalisers - the UK is. The only other cluster for which
Australia is not the key market is tAenbitious Internationalisers. In the future, however, the
Committed Internationalisers perceive the Australian market to be increasing in inanoe

for them. Whilst North America is likely to be the masportant market in the next five
years, theCommitted Internationalisers want to consolidate their positions in the Australian,
UK, German and other Western European markets.

Committed Internationalisers believe more than any other cluster that export mageets

more profitable than New Zealand. They also havettb@gest international orientation and
believe that their export business is a high priogtythem. Given the diverse range of
countries these firms target, it is interesting thaterthan any other cluster tGemmitted
Internationalisers take the view (although not too strongly) that busineastjges are similar

in most countries. This is likely to be linked with thextensive experience of doing business

overseas.
The levels of investment in international operationglatively high for theCommitted

Internationalisers. The level of financial investment is the highestlbbfthe clusters which
is again a clear indication of their commitment to eeas markets. They also invest a lot in
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building relationships with overseas clients. It saghpointing, however, to observe that the
level of investment in market research is relatively. @ his suggest that either they are
already very knowledgeable about the overseas marlatsénve or that they are a little
complacent. In spite of beir@ommitted Internationalisers these firms do not visit their
overseas customers as often asRisk-averse internationalisers with 57% making at least

annual visits.

The most important goal for tli@ommitted Internationalisersis to serve their existing
customers more profitably. Given the large numbers oketamalready served by this cluster
this seems quite reasonable. These exporters alsdaiantease the awareness of their firm
overseas and to increase their overall profitabifibyrf overseas markets. Expansion into new
services and new markets and increasing market sharesarmef above average importance
to theCommitted Internationalisers. The signs are good that their level of commitment t
international markets looks will remain high into théeure.

7.2.2 Risk-averse Internationalisers

In comparison to th@daptors the Risk-averse Internationalisers are very focused
internationally with the majority of firms serving tethan four overseas markets. The
strategy identified earlier of concentrating on marlsgtslar to New Zealand is borne out by
the observation that firms in this cluster almostiesigely target Australia, the UK, North
America and South Pacific markets - all countries whiate similarities to New Zealand. In
the future theRisk-averse Internationalisers appear to be maintaining their conservative
approach to international markets with their current rraiget markets being the most

important countries for them in the next five years.

Whilst the New Zealand market is relatively importanRisk-averse Internationalisers, they
do acknowledge that operating internationally can make there competitive. However,
they are more concerned than most clusters, withxtbeption of thdreluctant
Internationalisers, that maintaining relationships with overseas custensehard. In spite of
this these firms place quite a strong level of impa®aon building customer relationships
which is evidenced by the observation that nearly 75%eshtvisit their overseas customers
at least once a year. Just over 45% of these firmsthésr customers on a quarterly basis.
This high level of customer contact is probably made plesbecause thigisk-averse
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Internationalisers are focused on a small number of markets which ardative close
proximity to New Zealand. Market research, as with mtis¢r clusters, is, however,
undertaken on an ad hoc basis.

These exporters recognise the importance of persisteachieving success overseas.
However, they also perceive more difficulties thareottiusters, with the exception of the
Ambitious Internationalisers, in obtaining payment for services rendered overseasisThis

likely to be a concern for firms which are risk-averse

The levels of investment in international operationsn@Ri sk-averse Internationalisers is
relatively low, albeit higher than that of tAdaptors, Disinterested andReluctant
Internationalisers. They do, however, put relatively higher levels of itent into building
relationships with overseas customers with, as obdezarlier, frequent overseas visits. In
terms of the objectives pursued the risk averse interrgdisens place the highest level of
importance on increasing profitability from overseaskesr and expanding into new
countries. Increasing the awareness of the firm andrg) existing customers more
profitably as well as increasing market share in int@nat markets are also important
objective for these exporters. Expansion into new sesviseen to be less important.

7.2.3 Ambitious Internationalisers

This group of firms does not follow the usual trend of NE®@land exporters which
traditionally concentrate on the Australian market. Roeth American market followed by
China are the two markets served by the majority oAthlitious Internationalisers. They,

like the Adaptors have a strong regional focus with Asian markets beang important to

them. Most of these firms have clearly gained a good stateting of these markets which is
reflected in their relatively high levels of perfornrsanChina appears to be set to be the most
important market for thAmbitious Internationalisers in the future followed by Australia,

Hong Kong and North America. South Korea also appedrs &gt to become more important

for these firms.

Ambitious Internationalisers agree most strongly of all clusters with the statertteat ‘'our
export business is a high priority for us'. In keeping Withhigh priority given to export
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markets these firms also have a strong internatmnmehtation and believe more than any
other cluster that operating internationally makes th@re competitive. They also agree
more strongly with the notion that higher prices cacligrged in overseas markets which
may help to explain their relatively higher levelpodfitability from international markets.
The Ambitious Internationalisers are the cluster least likely to subscribe to the vieat New
Zealand is their most important market and they defindel not appear to be developing
strategies for the home market. Although these firmsagpebe truly international
operators, they have some concerns about obtaining pajoneservices rendered overseas.
This may be related to the observation that they areangeting the traditional markets
associated with New Zealand exporters, but have a isignifshare of their business coming
from higher risk countries such as China. Rnebitious Internationalisers, in keeping with
their name, appear to be the most persistent of adlitisters in pursuing international
success. Three quarters of these firms to visit therseas customers at least once a year
with nearly half of them doing so on a quarterly basisof these exporters visit all of their
overseas customers at some stage in their relatiomghiet research is, again, not a major
strength of these firms with three quarters of thendoating research at best on an ad hoc
basis.

The Ambitious Internationalisers have some of the highest levels of investment in
international operations across the six clustersy Theest the most in human resources,
relationship building and market research. These compareesready largely successful in
overseas markets, but they appear to want to becomesomressful. These exporters are the
most ambitious of all of the clusters in wanting to expemo new overseas markets. They
also want to increase their profitability levels, whiglsome cases are already relatively high.
They are also keen to increase the level of awarerieleir companies overseas and have
expansion into new services as a relatively importartobigp.

7.2.4 Adaptors

As noted earlier th&daptors focus on a relatively small number of countries wiaiehnot
necessarily similar to New Zealand. They appear to hAateong regional focus with their
major markets, after Australia being North America asthAln the next five years there does
appear to be potential change in the importance attacheel to¢hseas these exporters are
likely to target with North America and the South Fle@ssuming greater importance and
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Australia becoming slightly less important. The UKiliso featured as a market that is likely
to be of some importance to tAdaptorsin the future.

New Zealand is an important market for these expqrétfeough not as important as for the
Disinterested andReluctant Internationalisers. Nevertheless their export business is of above
average importance to these firms and they understarichffortance of persistence in being
successful in international markets. Market resea cimdertaken typically by these firms
only on an ad hoc basis and only one fifth of thesesfiwisit their customers at lest once a
year. Of particular note is that 40%Adaptors never visit their overseas customers. In spite
of this they claim to place their highest levels of itnent in building relationships with
overseas clients. They must, therefore, be using neghasthan personal visits to develop
their client relationships. Their main internationbjextives appear to be to increase
awareness of their company overseas, to serve existitg@rs more profitably and to
increase profitability overseas. Expansion into new @z snarkets is a reasonably

important objective, but introducing new services is not.

7.2.5 Disinterested Internationalisers

The Disinterested Internationalisers serve less than four overseas markets with their main
focus being on Australia and North America. They agcally small firms who, as the
discussion on international marketing strategies easiggested, have little or no real
interest in serving international markets. This is furtberne out by the low levels of
importance attached to overseas market in the nexydaes. The only market in which these
Disinterested Internationalisers appear to have any interest is North America. Thelle¥
interest in continuing to serve Australia is not eveyhhi

The level of disinterest which these firms appeahawe is further reinforced when their
perspectives on international business are considered. 2¢aland is clearly the most

important market for these firms and any overseas bissisascidental to them. They have a
weak international orientation and their export busingssot a high priority for them. In

keeping with their strong domestic orientation they tgvastrategies primarily for the home
market. This appears to be because they do not beliavexiport markets are more profitable
for them that the New Zealand market. These firmeevedserved earlier to adopt a largely
standardised approach to overseas markets which meanthelgado not understand the
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benefits of differential pricing in overseas marketsadohon what the customer can afford - so
if these firms are charging the same price as in tee/ Mealand market they are indeed

selling their services at a very low price to theirreseas customers.

Disinterested Internationalisers do not think that obtaining payment for services rendered
overseas is difficult, probably because they are dsinliftle business that they are not aware
of any difficulties. These firms do, however, seenbéorealistic as they do not think that
operating overseas makes them more competitive. In rkggepith their cluster name,
virtually all of these firms never conduct any market aede into their international markets

and virtually never visit their overseas customers.

The level of investment in international operationsthy Disinterested Internationalisers
further reinforces the lack of interest they appeaake in overseas markets. No investment
is being made in any area which might help them to impriee® international performance
in the future. This again brings into question their commitnteninternational markets.
Given that theDisinterested Internationalisers have such a low level of commitment to
overseas markets and given their dismal performanbasitto be questioned why they are
even bothering trying to offer their services internadity. Their international objectives
show almost no ambition for international operatiohsalh There is a slight interest in
increasing the awareness of their company in oversemkets, but with little or no
investment it is difficult to see how this can be aebie These firms have no real desire to
expand overseas or to try to increase their current ¢éweternational activity.

7.2.6 Reluctant Internationalisers

Firms in this cluster are also not natural exporterstgnidally serve less than four markets.
Their main focus is on Australia and the markets ofSbeth Pacific, especially Fiji and
Samoa. These firms appear to be concentrating on reaskath are geographically close to
New Zealand perhaps as a way to minimise any risk frdennational business. The picture
for the next five years looks unlikely to change with tdmy market which interests these
firms being Australia. It should be noted however ttta potential importance of the
Australian market to thedeeluctant Internationalisers is relatively high so perhaps there may
be a higher level of commitment to this market infthare.
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The New Zealand market is the most important mark#tisccluster and they are also the
group most likely to develop strategies primarily for hioene market. They are the cluster
which subscribes the most to the idea that New Zealgedgraphic location is a major
disadvantage when selling services overseas. This atfitotdably explains why these firms
concentrate their limited international efforts ahexclusively on markets which are closest
to home i.e. Australia and the South PacHeluctant Internationalisersfind it the hardest of
all clusters to maintain relationships with overseasornsts and also appear to have the
greatest difficulties obtaining payments for services nettleverseas. They have the weakest
international orientation of all the clusters (evbaDisinterested Internationalisers), and do

not consider their export business to be a high priofitg low level of commitment that the
Reluctant Internationalisers display towards their international operations ishfer in

evidence when it is noted that 80% of them never visit thverseas customers. Furthermore,
over half of them never undertake any market research.

The level of investment by thHeeluctant Internationalisers is low, albeit not quite as low as
that of theDisinterested Internationalisers. The low level of investment appear to be
commensurate with their lack of real clear objectivesriernational markets. With the
exception of wanting to serve existing customers morgtgioty there is no evidence of any
desire to grow the international operations of thesesti It is encouraging that tirel uctant
Internationalisers want to serve their existing customers more profitdily,some level of

investment is necessary in order for this to be achleva

In the case of thBisinterested and theReluctant Internationalisers it could be the case that
they serve overseas customers in order to enhancedpatation in their home market. This
is a phenomenon observed by other researchers whdhabtotme firms continue to
undertake assignments overseas 'even if not especiafitapte, because it enhances their
reputation among domestic clients' (O'Farrell et al, 1998: 31)

7.3 International competitiveness of the six clusters

Comparing the international competitiveness of the Isisters it can be seen that the
Committed Internationalisers have the highest level of innovation, cost/quality and
international capabilities competitiveness of all the clus{@iable 22). Meanwhile, the
Disinterested Internationalisers have the lowest levels afternational competitiveness across
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the board. It is encouraging to note thatRmek-averse Internationalisers perceive

themselves to be as competitive in cost/quality terntiesSommitted andAmbitious
Internationalisers. TheAdaptors, however, seem to be less cost/quality competitiies hay
be because they are undertaking a higher level of adaptdttheir service, price and
promotion than other clusters. This level of adaptatidikesy to have an impact on a
company's profitability. These firms, therefore, needtwser whether the extent to which
they adapt their marketing mix is appropriate and if cay éfflerd to charge higher prices in
order to cover the costs of adaptation. There are appoeis for these firms to become more
profitable in overseas markets. In overall termsrit loa seen that the level of competitiveness
has a direct link with the performance of the difféergroups of exporters, their objectives for
overseas markets and the level of commitment thgjadidowards their international

markets.

7.4 Impact of demographic factorson the clusters

No significant differences were observed across thelgsters as far as service sector is
concerned. This means that it is possible for a Nedadddirm in any industry to be
successful in international markets. The characiesistf the service provided in international
markets also showed no significant differences achessik clusters which means that
whether a firm offers a people or a technology istenservice does not influence their
ability to be successful. The degree of tangibilityhef service also does not impact on
performance in international markets. Although there m@significant difference across the
clusters according to firm size, Table 18 shows thatbisecessarily the bigger firms
which are in the more successful clusters. Sizeethwes, is also not a factor which is likely to
determine the international success of New Zealandcsepvoviders. Ownership does,
however, have an impact on cluster membership. Althouginiambers of non New Zealand
owned firms is low, there are more foreign-owned $iimcluster 3 - th€ommitted
Internationalisers - than in any other cluster. This is also the bedbpming of the six

clusters.
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8.0IMPLICATIONS

There are a number of managerial implications emergom this study. There is no single
recipe for success in international markets. This rekelaas, however, shown very clearly
that firm size and service sector are not barrenaternational success. The main barriers to

success are a lack of commitment to and low levels esimvent in international business.

In order to be successful in international markets garsaof New Zealand service firms
need to develop a clearly defined strategy for each caens®rket targeted. They need to
demonstrate a high level of commitment to their iraéamal business by investing both time
and money to grow their export business. The levels ofndiaad investment do not

necessarily have to be high in absolute terms, but nede targeted in order to get the
maximum returns. Visiting customers overseas is algmitant - new technologies such as
the Internet are not substitutes for personal visits,damt be beneficial for maintaining

established relationships.

This study has identified six different groups of New Zadl services exporters and the

managerial implications for each are also considered:

Committed and Ambitious Internationalisers need to maintain their high level of commitment
to their export markets and continue to invest in they &eerseas markets. They should
consolidate their success in existing markets, befopareing into new overseas markets.
These firms should serve as a good example of intenadtsuccess to other current and

potential exporters and their importance to the New Adadgonomy should be recognised.

The Risk-averse Internationalisers have shown that they can be successful in the irttenaa
markets they serve. They have a good level of commitihoetiheir overseas customers and
should be encouraged to expand their operations into mareeta which might help them
improve their profitability. They need to set the sgecddim of generating higher levels of
turnover and profits from overseas markets and be prepateée a little more risk in order
to achieve higher returns in the future. Being less cwatiee and more ambitious in terms of

the countries targeted might hé&¥sk-aver se Internationalisersto become more successful.
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The Adaptors need to consider the extent to which they adapt Hsirice to meet overseas
customer needs and the relationship between cost, adaatoprofitability. They need to
develop a clearer international strategy and makeoagdr commitment to their overseas
markets. Whilst New Zealand can remain an importankebdo these firms, a balance of the
importance between the home and overseas marketstodagliachieved.

Disinterested Internationalisers really do need to examine their international openatizery
closely. If they are not willing to make any investmeninternational markets and make a
commitment to their overseas customers, then thewuld question whether of not they

continue to offer their services overseas.

Reluctant Internationalisers need to develop clearly defined strategies for theirsmas
markets. Adopting a focused approach concentrating initalthe Australian market might
give these firms the impetus they need to continudféo their services overseas. If they can
make a strong commitment to one key market, in the ifisdance, and invest a reasonable
amount in developing that market they could show higherldesk performance. Once a
degree of success is achieved in one market then mor&ieswran be targeted on a focused
basis.

10.0 CONCLUSIONS

This study has shown that just under 40% of New Zealandcseproviders operating

internationally are successful. Successful servicgsréers are found to have significantly
higher levels of commitment to their overseas markehts is demonstrated by their higher
levels of investment in all aspects of their internaidusiness. Top performing international
service providers have made a clear decision to interadisenand have put a deliberate
strategy in place to achieve this. New Zealand is ret ttominant market as they recognise
the opportunities that overseas markets offer them. Ssitdecompanies perceive fewer
barriers to doing business overseas and have a stit@ngational orientation with a desire to

continue growing their overseas business.

Less successful New Zealand services exporters by compdrdave almost no commitment
to their overseas customers. New Zealand is theit mgsortant market and they consider
international markets to be just incidental to thHmisiness. The levels of invest they make
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internationally are significantly lower than that safccessfulnternational service providers
and in many cases there appears to be little or nantea¢st in developing theinternational
operations further.

This study has shown that it is possible for companies| gizes and in all service sectors to
be successful in international markets. Small comparaase just as successful overseas as

larger ones.

A cluster analysis identified six distinct groups of servicgernationalisers each with their
own characteristics and levels of success. Two groups -Cthamitted and Ambitious
Internationalisers - outperformed the other clusters. These companies stadtbm the rest
on the basis of their level of commitment to overseaskets and the level of ongoing
investment they were committing to their internatioopérations. These companies look set
to remain internationally competitive in the future anduithobe encouraged to further
expand their international operations. Tisinterested Internationalisers are a particularly
worrying group of New Zealand service providers as there eppede no interest at all in
maintaining and developing their overseas business. ltdvappear that it would be best for
these firms to concentrate solely on the New Zealaadket where they do appear to have
some leverage. Th&eluctant Internationalisers are also of concern as their level of
commitment is also low and their motives for int¢io@alisation unclear. If these companies
could be persuaded of the benefits of operating in intermatimarkets they may show a
higher level of commitment and be able to grow theirimational business on a country by
country basis. MeanwhileRisk-averse Internationalisers need to build on what they have
already achieved and be prepared to take a bolder appmabhirt international markets.
Adaptors by comparison need to examine careful the trade-offdest adapting their services
and the costs associated with serving overseas markie¢y. dlso need to place more
emphasis on building better customer relationships.
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