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1. GNB New Zealand
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Company Background
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GNB New Zealand, is the country’s domi-
nant' manufacturer® of car, commercial®, truck
and marine’ batteries. The company is a wholly
owned subsidiary’ of Pacific Dunlop, an Aus-
tralian parent, who is engaged in a wide range of
activities in the automotive® industry. GNB New
Zealand is facing increasing competition from im-
ported producis, as well as its traditional com-
petitor, Lucas. The company’s general manag-
er, Alan Day is concerned about the increasing

competition in the marketplace’, particularly
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from importers. Flooded with a number of

brands on the market, and a complex' distribu-

3 mar-

tion system?, he is looking for a long-term
keting strategy that will ward off* the competi-
tion, position his products correctly and grow his

company in the future.
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The total battery market is dependent on
the total car population. This comprises the
OEM> market or the new car market, and the
replacement® market. The OEM market experi-
enced a dramatic’ decline in the period 1988-
1991. The number of new car sales registered®
fell from 82,000 to approximately 47, 000 dur-
ing this period. Despite this, GNB steadily in-
creased its hold of this OEM market each year,
capturing® nearly all the OEM business except
for Honda (Lucas has this contract).

Although the battery that is placed in the
new vehicle!” is sourced from GNB, it does not
bear a GNB brand label''. This is because the
OEM’s like to label the battery themselves.
Toyota, for example, labels its batteries using
the ‘ Toyota’ name, while Mitsubishi (who still
insists on its own label), brands its batteries as

* Autokit’ products.
.4 .
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Replacement Toyota batteries are purchased
at Toyota car dealers’, who have a service out-
let? and replacement Autokit batteries are avail-
able at Mitsubishi dealers.

The New Zealand battery market is charac-
terized by many suppliers—particularly Asian,
Korean® and Taiwanese' imports dominate the
import sector and have sparked’ heavy competi-
tion based on price cutting. A weaker dollar®,
lower fixed costs (e.g. labor) and the absence’
of tariffs® have allowed Asian companies to cut
prices while still maintaining reasonable’ mar-
gins'® for the distribution chain. This has put
considerable!! pressure on New Zealand manufac-
tured goods. During the period 1988-1991, the
number of imported batteries as a percentage of
the total battery market increased from approxi-
mately 5 percent to 25 per cent. In 1991, GNB
had 53 per cent of the total battery market in
New Zealand. In 1988, they held about 60 per

cent of total market share.

o e Tl ln«/ﬂn.-wm-r"lln-r"n...-/-m..-v--m..-—"ln..r"m..n"'lnuﬂuu./-.uuf'm|‘.w-«m..f'-v|n.wm..»"lu.-vv"vn.-—s.u%

Major Corpetitors !
| R |

There is one other major local battery man-
ufacturer in New Zealand, Lucas. Lucas batter-

ies directly compete with GNB’ s Exide and ABL.
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brands. Their price/performance! is similar al-
though Lucas batteries have a higher brand
awareness’ among members of the general pub-
lic. Lucas occupied approximately 23 per cent of
the total battery market in 1991, down from 35
per cent in 1988. Both GNB and Lucas have suf-
fered market share decline in the replacement
market since industry deregulation®. For Lucas,
market share declined from 39 per cent in 1988
to 25 percent in 1991; for GNB, market share
declined from 55 per cent to 51 per cent.

The next band of competitors consists of all
the imports, namely® Powerstore, Harbour
City, Century, and Apollo. Century is the only
non-Asian battery and is sourced in Australia.
Together these competitors made up approxi-
mately 22 per cent of total market share in
1991. The competitive strategies of these im-
porters have been based on undercutting’ locally
manufactured goods on price. The advent® of the
deregulated motor vehicle’ industry and the eco-
nomic downturn® has opened up an opportunity
for car batteries to be sold on a commodity basis.
As can be expected with the economic down-
turn, there is increasing price sensitivity9 in the
marketplace.

Product Mix"in the car market, GNB pro-

6
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duces a three-tier' range of batteries in the fol-
lowing categories: Standard duty®. This battery
is designed to deliver reliable starting power to
cars that have a minimal electric accessory® load.
It suits* 4- and 6-cylinder’ vehicles that have ba-
sic lights, such as headlights®, sidelights’, indi-
cators®, brake and hazard’ lights, horn'®, screen
washer!! and wash/ wipe, etc. The battery nor-
mally retails for about $71.00 to $80.00 +
government service tax (GST)'? and has a 12-
month warranty'®.

Heavy duty. This battery is a mid-range
battery and is designed to provide power to most
modern vehicles with medium to heavy electrical
This

heater'®, cigarette!® lighter, stereo'®, CB radio,

accessory load. includes rear window
burglar alarm!”; central locking system, electric
windows and/or sun roof, air conditioning, etc.
[t normally retails from between $86 to $9.2
+ GST and has a full replacement 24-month
warranty.

Premium. This battery is recommended!® to
those with vehicles that travel on CNG or LPG.
It is also recommended for modern vehicles that
have electronic ignition!® and electronic engine
management systems. Cars of this nature will

typically have all the accessories mentioned

« 7
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above, plus electric mirrors, electric seat adjust-
ment', sophiSticated2 air conditioning systems,
electronic fuel® injection®, etc. This battery
normally retails for about $ 118 + GST and has a
full replacement 24-month warranty.

In contrast, Century batteries retail be-
tween $62 + GST to about $80 + GST for
their premium product’. Apollo markets its
range of batteries in the same type of price
bracket®. However, they are also known to re-
tail between $45 and $55 (+ GST) on spe-
cial . Powerstore and Harbour City batteries are
also heavily price discounted’. In addition, these
players have significantly reduced their trade
price, causing some auto-electricians, car dealers

and service stations to stock them for the first time.
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Distribution
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The industry’ s distribution channels have
largely evolved in a haphazard® fashion. Whole-
salers” and retailers are often one and the same.
A large parts and accessories distribution channel
has emerged as a result of the OEM market.

OEMs keep quantities of battery stocks as
do some fleet!® car managers in companies. The

parts and accessories outlets largely control all

« 8
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