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STUDY HIGHLIGHTS
Creating value in emerging markets

1

Accelerated growth of the market expansion services industry
Growth of the market expansion services (MES) industry continues. MES is one of the most
promising sectors in the outsourcing industry, with an estimated annual growth rate of 7.5%
through 2017.
Global MES market (USD tn)

2017

3.6

Global growth driven by…

1.0%

Growth driven by change
in MES penetration

6.5%

Growth driven by change
in consumption

7.5% *

2012

Figure I : Global consumption
market versus global MES market
(CAGR 2012–2017)
Sources: Euromonitor, Espicom
Business Intelligence, Global Industry Analysts, SRI, UNCTADstat,
Roland Berger Strategy Consultants
analysis

2.5
* 8.3% annual growth expected
for Asia (CAGR 2012–2017)
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Emerging market players are the key drivers of intra-Asian trade
Strong domestic growth and an easing regulatory environment, coupled with a powerful desire
for growth both in home markets and further afield, means that emerging market players are
the major driver of intra-regional trade and foreign investment in the Asia Pacific region.
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Emerging market players are increasingly putting customers at top of their agendas
Emerging market players are increasingly shifting their focus from purely financial objectives to
more customer-centric goals as their home markets develop. They have realized that long-term
success goes hand in hand with customer satisfaction and that this has a direct impact on sales
and profitability.
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Accelerating internationalization of emerging markets
As economies develop in emerging markets, the focus on international market expansion also grows.
Emerging market players from markets that are not yet highly developed, such as the Philippines
and Myanmar, still focus mostly on satisfying local demand. By contrast, companies from more
mature economies, such as Malaysia and China, are often active beyond their home market and are
experiencing very strong domestic and foreign growth.
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Emerging market players use six distinct strategies to succeed in emerging markets
To cope with the complex market environment in emerging nations, different emerging market
players prioritize growth, cost and internationalization to varying extents. Six distinct strategies
emerge. Companies pursuing these different strategies vary in terms of how well equipped they
are for long-term success, with "efficient expanders" being promisingly positioned.
Internationalization focus

Growth speeders

High

Low

Eﬃcient expanders

Medium

Growth focus
International networkers

High

Innovative expanders
Regional contenders
Low

Cost cutters
Low

Cost focus

Figure II: Clusters of emerging market players
Source: Survey data
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Market expansion services render the traditional export model obsolete in the long term
The export model solution for market expansion, under which exporting partners or agencies sell
products to target markets, is losing ground among emerging market players. Many companies
have realized that in the long term, export business models lead to a loss of control and missed
potential in the target markets. These players are increasingly turning to market expansion
services, which allow them to maintain an asset-light business model without compromising
customer proximity and control of their markets.

77

Partnerships and networks are key success factors in market expansion
The availability of local partnerships and networks is key to the success of emerging market
players in their home markets. By contrast, the lack of such relationships in foreign markets
is a significant obstacle to expansion and represents a major motivation for emerging market
players to form partnerships with MES providers.
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Market expansion services providers are at the
heart of growth in Asia
Thanks to their strong local expertise and reach, panAsian MES providers are in an excellent position to
support both emerging market and developed market
players in their growth and expansion processes. In so
doing, they also drive regional market growth and the
integration of the entire Asia Pacific region.

Developed
market players
Emerging
market players

Domestic market
growth

Pan-Asian
MES
providers

Regional integration

Regional market
expansion

Figure III: Interplay between market
players and MES providers in Asia
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P R E FAC E
Another successful year for the market expansion services (MES) industry brought further
growth to MES providers, their customers and clients. Companies worldwide are increasingly
using market expansion services, with emerging markets remainingthe industry's major
growth contributor.
This year's report provides an update on the current development of the MES market,
with a special focus on emerging market players in Asia Pacific, local manufacturers
who are playing an increasingly important role in the economic development of
emerging nations across the Asian countries. Rising intra-regional trade and foreign
investments are just two of several economic indicators that are strongly stimulated
by emerging market players. With their appetite for growth beyond their domestic
markets, those companies are becoming major drivers of the MES market.
To succeed in this dynamic environment, emerging market players pursue a range
of strategies that differ in the priorities given to growth, cost efficiency and
internationalization. Each strategy requires a particular set of internal capabilities
and varying usage patterns of market expansion services. To achieve their market
expansion goals, emerging market players choose distinct modes of market
expansion, depending on the level of risk exposure and market potential involved Market
expansion services are widely recognized by emerging market players as an effective means
of not only achieving growth at low risk and fixed cost levels, but also enhancing cost savings
and efficiency.
In response to the positive feedback received in response to the two previous reports,
DKSH and Roland Berger Strategy Consultants have once again joined forces to
produce the current edition of this study, which is rapidly becoming the industry
standard.
This year's report is based on new research and the findings from over 250 survey responses
and 20 interviews with executives of emerging market players. Its aim is to help decisionmakers from Western and emerging nations gain a better understanding of the strategic
mindsets of different types of emerging market players. It also describes the impact that
these players are having on the dynamic development of the Asia Pacific market and related
market expansion services.
We trust that you will enjoy reading this study. We look forward to receiving any suggestions
and comments you may have.

Dr. Joerg Wolle
President & CEO DKSH Holding Ltd.

Dr. Martin C. Wittig
Chairman Roland Berger AG Switzerland
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A.

M A R K E T E X PA N S I O N S E RV I C E S –
A N I N D U S T RY O N T H E R I S E

Market expansion services – taking outsourcing to
a new level

"We see entry into new markets as
our key strategic goal and as

Combining customer focus and growth
The need to focus on your own key capabilities and
let others do the rest remains at the forefront of
modern corporate growth and development strategies.
Concentrating on core primary competencies has long
been a proven tool for sustainably increasing efficiency
and growth. Logically, that approach continues to drive
the outsourcing market as a whole.

an essential part of our corporate
development."
Marketing Manager, medium-sized Chinese engineered
products company

Globalization has added a further dimension to this
trend: the compulsion to cut costs has for many years
moved companies to look abroad and take advantage
of cost differentials by sourcing materials and production
in countries with lower labor costs, using them as
"extended workbenches." More recently, though,
growing prosperity in precisely those emerging markets
has transformed them into thriving sales markets in
their own right – with the result that global players
have realized that there is potential for marketing their
products in such regions.
For all these reasons, companies rooted in industrialized
nations with sluggish home markets who want to grow
have no choice but to expand into emerging markets.
The challenges associated with doing so, however, are
growing exponentially as the possible change scenarios
grow more complex. It is relatively simple to source
ingredients, raw materials and labor from distant countries.
But it is a different proposition altogether to sell to and
distribute in those markets. To do so, companies need
to overcome language barriers, know local regulations,
comply with local content requirements, understand
different markets and mentalities and ultimately gain
access to local infrastructures and customers.
Over time, these needs – coupled with the above focus
on core competencies in the interests of efficiency and
growth – have given rise to a new industry offering
specialized services that help companies expand into
new markets efficiently and effectively. These services
along the entire value chain are known as market
expansion services, or MES. Where companies already
have a presence in emerging markets, market expansion
services enable them to ramp up their existing business

MA RK ET EXPA N SION SERV ICES – A N IN D U STRY ON TH E RISE

Market expansion services – combining customer focus and growth

Growth

Knowledge
process
outsourcingg

Strategic focus

Cost

Market
expansion
services

Information
technology
outsourcing
Business process
outsourcing
Support-oriented processes

Functional focus

Customer-oriented processes

Figure 1: Market expansion services within the outsourcing landscape

swiftly, and with far lower risk and investment levels
than they would face by doing everything on their own.
On the other hand, when a company is a complete
newcomer to an emerging market, MES partners deploy
their own network and resources to effectively overcome
entry barriers, open doors and build up business.
Whereas they constitute a logical continuation of the
theme of outsourcing, it is important to understand
what sets market expansion services apart. Traditional
outsourcing generally takes one of three forms:
outsourcing specific individual business processes
is known as business process outsourcing (BPO).
Outsourcing IT-related processes (such as software
engineering, testing and maintenance) is referred to as
information technology outsourcing (ITO). Knowledge
process outsourcing (KPO) involves outsourcing such
knowledge-intensive activities as R&D, legal services and
clinical research services.
MES providers go beyond these individual aspects by
adding a focus on active business growth and customeroriented processes (e.g. marketing, field marketing,
sales, and customer services and support). Rather than
merely seeking to cut costs, like traditional outsourcing

providers, MES providers help companies increase
their market share, improve market coverage and
deepen market penetration – while naturally also
freeing up resources, lowering their fixed cost base
and reducing operational complexity. In effect,
market expansion services have emerged as the high
end of the outsourcing landscape.
Integrated service solutions
Embracing this complexity, MES providers offer a
broad spectrum of services along the entire value
chain, which specifically includes activities such as
product registration, key account management,
sales, inventory management, accounts receivable
management and customer service – front-end
services that involve significant and direct interaction
with the client's customers. This requires an intimate
knowledge of local markets, the skills to identify
market opportunities and the resources to support
sales and distribution on the ground. Not surprisingly,
the ability to deliver these services sets full-service
MES providers apart from single-service contractors
(such as sales agents and market research firms) who
focus only on individual links in the value chain.
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Integrated front-end service solutions along the value chain

Strategic support in market entry and development

> Market research
> Market entry
studies
> Applications research and support
> Testing

Marketing
> Promotion
management
> Public relations
> Product
management
> Brand building

Distribution and
logistics

Sales
> B2B and B2C
sales
> Key account
management
> Product training
> Order taking and
processing
> Stock reporting
and planning

> Importation
> Warehousing
> Stock
management
> Invoicing, cash
collection
> Transportation
and delivery
> Product
packaging

Customer service
and support
> Installation and
commissioning
> Customer
service, technical
support
> Repairs and
maintenance

Customer

Client

Research and
analysis

Backflow of information from customer to client

Figure 2: Market expansion services along the value chain

MES providers also accommodate clients' growing
demand for services not just in single countries, but
in entire regions – involving highly diverse cultures,
languages, business traditions and legal systems.
Delivering excellent local service means adapting to the
needs of each country. But delivering consistent service
standards across an entire region – efficiently, profitably
and as simply as possible for the client – requires
integration on two levels. Single-service contractors
are unable to offer integrated services, whereas fullservice providers can minimize business complexity while
efficiently harmonizing multi-country operations. Clearly,
integrated service providers have the advantage, given
their ability to provide client companies with transparency
on both local and regional activities that they need when
moving into and expanding in new territories.

The full-service integration delivered by large MES
providers further ensures that none of the valuable
information and insights gleaned on the ground in each
market gets lost before it ever finds its way back to the
client. End-to-end solutions instead ensure a seamless
flow of information from the market to the client. Once
again, the sheer multiplicity of organizational interfaces
means that this decisive advantage would be lost when
working with numerous single-service providers.
Yet client companies want to go a step further by
customizing the market expansion services they receive.
While demand for standard integrated services is strong
in itself, many clients also want value-added and industryspecific services that go beyond these core offerings.
Examples include relationship management services such
as key account management and customer relationship

MA RK ET EXPA N SION SERV ICES – A N IN D U STRY ON TH E RISE

management, as well as market intelligence, with the
exact scope of services naturally varying depending on
the level of market development. Similarly, not all clients
want all services in all regions or countries. Hence, MES
providers also have to offer modular packages allowing
clients to select solutions tailored to their specific needs.
While the portfolios of the more advanced MES providers
already offer customized packages and value-added
services, the entire MES market is still evolving rapidly. All
MES providers are thus challenged to anticipate changes
in the marketplace and proactively develop new services
to accommodate them. In other words, service innovation
is vital to the continuing success of MES providers.

"Integrated MES providers offer a very
thorough and complete service which
is convenient for our company."

Old Town – coffee for Asia
Old Town is the world's largest instant white coffee
producer, based in Malaysia. Established in 1999,
Old Town White Coffee manufactures instant beverage mixes and products and operates more than
200 coffee shops, mostly in Malaysia. The company
embarked on its steep foreign growth trajectory by
entering into a partnership with DKSH as its exclusive
market expansion services partner in 2010. Starting
out in its home market, the company gradually expanded into the markets like Singapore, Thailand and
Taiwan. The partnership helped Old Town boost market coverage, sales and market share in its home and
foreign markets. Old Town is an excellent example of
growing intra-Asian trade. DKSH has the pan-Asian
coverage to help not only Western but also Asian
clients seeking to expand their intra-Asian footprint.

Sales Manager, large Indonesian consumer
goods company
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Service sophistication dynamics in Asia Pacific environment
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65
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China
45
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30
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Figure 3: The 2013 Service Development Index (SDI) for the Asia Pacific region
Sources: World Economic Forum, survey data, Roland Berger Strategy Consultants analysis

Service innovation – unlocking value for clients
and customers
Every MES provider naturally has to get the basics right
and demonstrate a strong capability to deliver core MES
services. In a fiercely competitive growth environment
such as the Asia Pacific region, however, a static level of
service excellence is no longer enough. MES providers
must also strive to continuously improve the services
they already deliver, and to enrich them through innovation and by adding new ones in line with evolving
market demands. Service innovation is thus a key lever
for business growth in the MES industry.
Yet service innovation must naturally be aligned with
market needs; this varies significantly at the local level.
The Service Development Index reflects the differences
between individual countries and highlights different
levels of sophistication within the Asian region.

The Service Development Index
The Service Development Index (SDI) measures the level
of service sophistication of an economy by combining
generally established macroeconomic indicators on the
one hand and market experts' opinions on the other.
This assessment of the level of service sophistication in
different countries is based on the average score for four
equally weighted key parameters – a survey of executives
and market experts (1), plus scores of countries'
innovation levels (2), and their business sophistication
(3), and technological readiness (4) as measured by the
World Economic Forum. Using this information, the
Service Development Index identifies each country's
overall level of service sophistication.
The resulting scores permit identification of groups of
countries that share similar levels of service sophisti-
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Market expansion services – a multi-faceted growth
industry
Varying dynamics in different industries and regions
Increasing MES penetration across sectors
While growth in demand for market expansion services
remains vigorous overall, it varies substantially from
industry to industry. Understandably, demand for these
services is strongest in industries that require local
marketing and sales platforms, capillary networks and
significant levels of both product customization and
technical knowledge. As in the 2010 study, four of these
industries in particular – consumer goods, healthcare,
engineered products and specialty chemicals – once
again form the focus of the report.
Since 2010, the MES market has grown broadly in line
with the forecasts published in our previous study. The
consumer goods sector still occupies the largest share
of the global MES market, accounting for transactions
with a total value of USD 1.6 trillion. It is followed by
healthcare (USD 597 billion), engineered products (USD
330 billion) and specialty chemicals (USD 49 billion).

Consumer goods
Worldwide, the rate of MES penetration in this industry
has risen from 16% to 17%, with heavily fragmented
retail markets in emerging countries accounting for the
bulk of this increase.
Fragmentation is an issue in all consumer-driven segments
and is generally a driver of demand for market expansion
services. This because disproportionally more time and
resources are needed to establish a local presence and
achieve the levels of penetration that can be realized
with less outlay in more unified industries. Despite the
popularity of global brands, the consumer goods market
remains heavily fragmented and, hence, is largely driven
by local factors: for example, the world's ten largest
consumer goods manufacturers, taken together, account
for only around 10% of the global market. This factor
plays to the strengths of MES providers, the larger of
which further benefit from their increased leverage in
dealing with the retail trade.

cation. While the SDI depicts only the state of the
economies in focus at a certain point in time, it will allow
the observation and analysis of the dynamics in their
service development levels over time.

Although this advance was admittedly from a very
low baseline, it has promoted the Philippines to the
ranks of the "Attackers" (alongside China, Thailand,
India, Indonesia and Vietnam)

This year's update reveals a number of significant changes
in the SDI rankings:
• Major improvements in the level of innovation and the
integration of technological progress have enabled
Singapore to join Japan in the "Leaders" group
• Forceful advances in technology absorption – the
ability of local firms to integrate and commercialize
new technology – has taken Hong Kong past Taiwan,
whose efforts to develop innovation capacity have
been less satisfactory
• The Philippines has made the biggest leap forward
in technology transfer, in the availability of the
latest technologies and in terms of innovation levels.

The results in general – and these changes in particular
– underscore the dynamic, fluid nature of development
in Asian markets. The challenge this poses to MES
providers is twofold: on the one hand, they must be
aware of the very real differences that exist and tailor
their service portfolio to the specific needs of each
country, at the same time, they must leverage local
knowledge and experience across the countries in
which they operate.
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Healthcare
The healthcare sector accounts for a smaller share of
the global MES market in terms of absolute value but
enjoys the highest MES penetration rate of all industries.
Over the past two years, this rate has increased further,
from 44% to 45%, as more and more healthcare
manufacturers have focused on their core competencies
– R&D and global marketing – and realized the efficiency
gains that can be achieved by outsourcing sales, local
marketing and distribution to specialized providers.
Distributing healthcare products is a complex process
with very demanding standards in terms of lead times
and ensuring product quality. Capillary distribution is
also essential. Yet none of these capabilities are part of
healthcare vendors' core competencies. Pharmaceutical
companies in particular therefore depend heavily on
MES providers to supply them with high-quality sales,
logistics and distribution services, such as sales forces,
urgent delivery or cold chain management. By bundling
these services for multiple clients, MES providers can
also generate significant economies of scale for both
themselves and their clients.
Given the increasing cost pressures on healthcare
manufacturers and companies' ongoing efforts to return
to a focus on core competencies, MES rates in this sector
are projected to rise even higher in the future.
Specialty chemicals
The specialty chemicals industry serves a highly diverse
array of target industries and often sells small volumes
at high prices. Its own development is therefore directly
linked to events in the end-user industries. In recent
years, overcapacity and increasing moves to offshore
production in countries with low labor costs have
exposed industry players to ever greater price pressures.
In response, specialty chemicals manufacturers, too,
are increasingly receptive to collaboration with MES
providers.
Engineered products
This sector spans a multitude of highly specialized
segments whose technological requirements vary
considerably. Common to all these segments, however,
is the need for extensive customization of products with
long life cycles that, accordingly, require comprehensive

after-sales service support. In light of these criteria, locally
trained specialists are vital to guaranteeing a strong
local footprint in the markets served. Given the heavy
investment in these customized products, an in-depth
knowledge of local markets and unhindered access to
clients' top management are further criteria that must
be met.
For many manufacturers, the expense and commitment of
building up such expertise in-house are clearly prohibitive
and often even impossible. This is why market expansion
services providers who operate integrated business
models constitute the ideal vehicle for manufacturers of
engineered products in need of support at every link in
the value chain.
Emerging regions catching up
Demand for market expansion services also varies
substantially in different regions of the world. The Asia
Pacific region (including Japan) has already superseded
Europe as the biggest single regional source of demand,
with a USD 856 billion market size (USD 632 billion
without Japan). Europe is therefore in second place,
with a total market value of USD 646 billion, followed by
North America (USD 503 billion), Latin America (USD 316
billion), Japan taken in isolation (USD 224 billion) and
Africa and the Middle East (USD 217 billion).
As demonstrated earlier, increased market fragmentation,
greater business complexity, and manufacturers’ unfamiliarity with emerging markets all contribute to higher
growth and penetration rates for market expansion
services in those markets. Lack of regulatory transparency
presents an additional challenge, as does the difficulty
of establishing a foothold in often tightly-knit local
networks where manufacturers have no meaningful
experience of local conditions.
Asia Pacific – poised to overtake Europe
Having already overtaken Europe as the largest regional
MES market when Japan's figures are included (see
previous section), the Asia Pacific region will soon outstrip
the old continent even without Japan's contribution.
Strong growth forecast through 2017 will drive the Asia
Pacific MES market volume to a total of a projected USD
1.1 trillion, which will make it by far the largest such
market in the world.
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Consumer markets in the lead
Consumer markets
Total MES
market, 2012
(USD bn)

Industrial markets
Europe incl. CIS

1,562
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26%

28%

21%

25%

Latin America

15%
27%

22%

9%

Africa and Middle East

4%
7%
16%

8%
9%

Asia Pacific without Japan
Japan

17%
15%
33%

North America

32%
35%
7%

12%
4%

14%

10%
4%

Consumer
goods

Healthcare

Engineered
products

Specialty
chemicals

17%

45%

8%

10%

MES penetration
rate, 2012
(% of global
consumption market)

Figure 4: MES market in 2012, by industry
Sources: Euromonitor, Espicom Business Intelligence, Global Industry Analysts, SRI, UNCTADstat, Roland Berger Strategy Consultants analysis

Buoyant local consumption – the result of growing
prosperity in this region – is one of the key reasons
for such dynamic growth; the consumer goods sector
accounts for some 60% of the market value added in Asia
Pacific since 2010. As mature Western markets remain
sluggish and saturated, growing numbers of Western
companies must look further afield to increase their sales
and revenue. This explains the rush to "go east" and the
increase in manufacturers from industrialized countries
who are seeking the aid of MES providers to penetrate
the "new" markets they are targeting in the Asia Pacific
region.
Japan has rebounded from the crisis of the end of the
last decade. As a result, its market for MES services has
experienced substantial growth in the past two years,
albeit from a very low baseline.

"We don't have required networks in the
new market at the beginning, and
in the long term we do not have enough
resources to develop the market alone.
Therefore we rely on MES providers."
General Manager, small Thai healthcare company
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Asia Pacific shooting ahead of the rest
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Figure 5: Growth of global MES by region (2007–2017)
Sources: Euromonitor, Espicom Business Intelligence, Global Industry Analysts, SRI, UNCTADstat, Roland Berger Strategy Consultants analysis

"We need new markets to survive."
Production Manager, medium-sized Indonesian
chemicals producer

Promising growth opportunities
The future prospects for market expansion services appear bright indeed. In 2012, the global MES market volume hit a new peak of USD 2.5 trillion, having increased
by more than USD 300 billion in terms of transaction
value in the past two years alone. Nor is this growth dynamic showing any sign of easing. On the contrary, the
volume forecast for 2017 stands at USD 3.6 trillion.

In the last study, annual growth of 7.1% was predicted
for the period from 2010 through 2015. Since then,
however, higher consumption and deeper MES market
penetration have led to an upward correction in the rolling forecast: accordingly, annual growth of 7.5% is projected between now and 2017.
MES market penetration – defined as the total transaction value handled by MES providers as a percentage of
the total value of a given market – depends to a very large
extent on a market's level of development and maturity.
More support from MES providers is usually needed by
companies targeting emerging (i.e. developing) markets. Barriers to entry are high, and these markets often
tend to be highly fragmented and complex. Moreover,
companies in industrialized nations are less familiar with
emerging markets and have less experience with them
than with their well-developed home markets. Smalland medium-sized enterprises (SMEs), in particular, often
cannot afford to invest the resources they would need
to build up the in-depth local knowledge and extensive

MA RK ET EXPA N SION SERV ICES – A N IN D U STRY ON TH E RISE

The MES growth premium
Global MES market (USD tn)

2017

3.6

Global growth driven by…

1.0%

Growth driven by change
in MES penetration

6.5%

Growth driven by change
in consumption

7.5%*

2012

2.5

* 8.3% annual growth expected
for Asia (CAGR 2012–2017)

Figure 6: Global consumption market versus global MES market (CAGR 2012–2017)
Sources: Euromonitor, Espicom Business Intelligence, Global Industry Analysts, SRI, UNCTADstat, Roland Berger Strategy Consultants analysis

network of contacts and competencies that established
MES providers already have at their fingertips. SMEs specifically therefore have an obvious and considerable need
for market expansion services. This explains why MES
penetration rates in emerging economies are often much
higher than those in advanced industrialized markets.
In recent years, the developed markets of Europe, North
America and Japan have maintained constant MES penetration rates of around 15%. By contrast, the rate in
Asia Pacific (excluding Japan) is up from 17% to 18%,
and the corresponding figures for Latin America and the
combined region of the Middle East and Africa has now
climbed above 22%.
Bucking the trend witnessed in recent years, growth in
the use of MES in industrial markets is set to outpace
its application in consumer-driven markets over the next
five years. Heavy investment in the industrial base will
be the key driver as emerging markets experience a
surge in technology development. The trend away from

necessities and low-cost products, and toward optional
and high-quality products in consumer-driven industries
ultimately results in the need for higher quality ingredients and the machinery needed to produce them. Another driver will be similarly heavy investment in the as
yet underdeveloped infrastructure in emerging markets.
Unlike in previous years, infrastructure investments are
no longer restricted to government initiatives. Foreign
direct investment is increasingly allocated for national
infrastructure projects, which further boosts demand for
engineered products and chemicals in particular.
Compared with our forecast for 2010–2015, the global
MES market will experience even higher growth in 2012–
2017, fueled by steadily increasing consumption levels in
the consumer goods, healthcare and specialty chemicals
sectors, plus accelerated MES penetration rates in the engineered products industry.
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Consumer markets are rapidly growing…
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Figure 7: Growth of global MES market by industry (2012–2017)
Sources: Euromonitor, Espicom Business Intelligence, Global Industry Analysts, SRI, UNCTADstat, Roland Berger Strategy Consultants analysis
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…and fueling the rise of industrial markets
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Emerging markets rapidly expanding their economic power
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Figure 8: Share of worldwide GDP and total GDP accounted for by emerging
economies (%, USD trillion calculated at fixed prices and exchange rates, 2005)
Sources: UNCTADstat, Roland Berger Strategy Consultants analysis

Key global growth drivers – three megatrends
Alongside the regional and industry-specific factors
discussed above, three megatrends are likewise largely
responsible for growth and development in the world's
MES markets.
One megatrend, described in the 2010 study, is the rise
of the middle class in emerging markets. These markets have long since ceased to be merely an extended
workbench for the industrialized world. On the contrary,
growing prosperity has also made emerging markets attractive as sales markets. Total GDP in emerging markets
rose from USD 4.6 trillion in 1980 to USD 17.7 trillion in
2012. This is already more than one third of total global
GDP, and the figure is still rising rapidly. Indeed, a 2011
study by the Asian Development Bank projected that the
Asian region alone could account for over half of global
output by 2050.

Vinamilk – dairy products from Vietnam
Established in 1976 as the Southern Coffee-Dairy
Company, Vinamilk was the first Vietnamese company to be included in Forbes Asia's 200 top performing small and medium-sized companies (in 2010).
The company today is the biggest dairy company in
Vietnam and the country's 15th largest overall. Vinamilk products such as powdered milk and condensed
milk are also marketed and sold to the Middle East,
Cambodia, the Philippines and Australia.
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The resultant higher disposable income in the growing
middle class is feeding a voracious appetite for more and
higher quality products, and this stepped-up demand is
directly driving consumer-oriented industries. One indirect effect of the same megatrend is that developing the
local infrastructure and manufacturing the products to
satisfy these expectations and consumption needs often
requires ingredients and components from the West.
Industrialization, too, is therefore being advanced in response to demand for higher levels of consumption.
The second megatrend is growth in trade within and
among emerging markets, which again is driving stronger demand for market expansion services. Much of this
trade is coming not from players in the Western world,
but from emerging market players themselves. The latter
are increasingly spreading their wings and gaining access
to the wider region within which they operate, as well as
to other emerging market regions. In the process, they
too face the same challenges as their Western counterparts: a company based in one South East Asian country
does not necessarily find it easier than a company in Europe or North America to build a network, access local
clients and thus gain access to other national markets in
the same region. The growth of trade within emerging
markets in general – and of intra-regional trade in Asia
and Latin America in particular – is therefore becoming
yet another powerful driver of the MES industry. However, given that the balance of economic power is increasingly tipping in favor of Asia Pacific, the present report
focuses primarily on emerging market players from this
particular fast-growing region.
The third megatrend is that companies are reacting to today's ever more complex business environment by ramping up their focus on core competencies, including R&D,
manufacturing and global marketing. As we saw at the
outset of this report, this policy is driving up the outsourcing volume for non-core activities, thereby increasing the demand for market expansion services.

Summary
Providers of market expansion services make it less
expensive and risky for companies to tap the significant potential in their target markets. Because of the
expertise, networks and infrastructure that MES providers already possess, manufacturers do not have to
invest heavily to build up resources and facilities. Irrespective of variations in demand in different regions
and industries, the MES market as a whole therefore
harbors very promising global growth opportunities
in the years ahead. Its projected growth rate of 7.5%
outstrips even the 6.5% growth in global consumption. Going forward, rapid development of the MES
market will be driven primarily by three megatrends:
the rise of the middle classes in emerging markets,
forceful growth in trade in and between emerging
markets themselves and the trend toward more outsourcing as companies increasingly focus on their
own core competencies.
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B.

E M E RG I N G M A R K E T P L AY E R S
AND INTRA-ASIAN TRADE

Asia with vibrant growth in intra-regional trade
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Figure 9: Inter-regional and intra-regional merchandise exports within Asia
(absolute figures 2012, annual growth rates for intra-regional exports in 2007–2012)
Sources: UNCTADstat, Roland Berger Strategy Consultants analysis

Intra-Asian trade is booming

Emerging market players rising

Partly in response to troubled economic environments in
the USA and the EU, Asia has seen both trade and foreign
direct investment (FDI) within the region grow strongly
in recent years. Intra-regional trade is especially buoyant
in South East Asia (approximately 8.4% annually) and
Greater China (approximately 9.7% annually). South
East Asia is also experiencing double-digit growth in
exports from other Asian regions, mainly from Greater
China and India. This development goes beyond merely
shifting manufacturing capacities, and it also testifies to
South East Asia's growing importance as a target market
for emerging market players in Asia. Clearly, the Asian
region is becoming increasingly attractive as a sales
market both for players in Asia's own emerging markets
and for the developed Western markets. Moreover, as
cross-border trade correlates positively to demand for
market expansion services, the outlook for the MES
industry in this region remains very bright indeed.

Emerging market players have been called a waking giant, and many are indeed flexing their muscles, growing
increasingly strong both in size and as economic forces
to be reckoned with. Forceful domestic growth has put
them in an enviable position. Thanks to established local
networks, a thorough knowledge of local customs and
habits and sufficient agility to adapt quickly to a dynamic
environment, many emerging market players are now increasingly serious competitors for Western companies in
their own game and strengthening their market position
at every link in the value chain.
In many cases, large Western companies' traditional
strengths in their home markets have effectively become
millstones around their necks. Bound by constraints and
established positions on their domestic markets, they
are less agile and less free to redefine themselves when
they target new markets. By contrast, emerging mar-
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Asian emerging market players outpacing the global leaders
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Figure 10: Comparison of revenue for the top ten global developed market players and the top ten Asian emerging
market players (absolute figures in % of 2007 and in USD bn for 2007 and 2012, annual growth rate 2007–2012)
Sources: Fortune Global 500, Roland Berger Strategy Consultants analysis

ket players have a much greater affinity for their home
markets and are free to let the market define them as it
will. Ultimately, this flexibility is a weapon their Western
counterparts do not possess – and a key to their growing success: over the past five years, the top ten Asian
emerging market players have grown at an annual rate
of 21.9% – almost four times faster than the 6.0% annual growth delivered by the world's top ten developed
market players.

Scientex Berhad – Malaysian polymers
Established in 1968, the Malaysian packaging and
polymer manufacturer embarked upon a very successful growth trajectory. In 1997, its Woventex subsidiary entered into its first joint venture with Tsukasa
Chemical Industry Co. Ltd of Japan, to expand into
polypropylene strapping bands. It reached another
milestone in 2000 when the company signed a new
joint venture agreement with Sumitomo Bakelite Co.
Ltd and Mitsu & Co. Ltd to develop functional processed PVC rigid film. In 2005, Scientex crossed the
border for the first time, establishing its first overseas
manufacturing plant in Vietnam. The company today
is one of the world's largest producers of stretch film.
Its seat materials and carpet mats are used by established Asian, American and European car manufacturers.

2012
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"Entering into new markets increases our
reputation and brand influence."
General Manager, medium-sized Chinese consumer
goods company

The Japanese phenomenon
Japan, though not an emerging market itself, still
plays an important part in the ongoing development
of emerging countries in the region. After a long period of Japanese economic stagnation combined with
the strong inward orientation of Japanese companies,
the recent triple-catastrophe (earthquake, tsunami
and nuclear accident), the accelerating growth problem based on the quickly aging society and limited
growth on its home soil, the Japanese economy has
discovered emerging Asia as an attractive sales market and now systematically explores growth opportunities beyond its borders. Over the past months, this
trend further accelerated due to the quick and powerful recovery of the Japanese economy combined
with the monetary easing policy of the new government under the leadership of prime minister Shinzo
Abe to depreciate the Yen (the so-called Abenomics).
All this together gave a strong boost to economic
self-esteem among the Japanese companies. Lowcost competition in the region has also encouraged
Japanese companies to increase their investments
in production facilities in South East Asia, although
highly skilled jobs are mostly kept onshore. These developments are fueling trade with and foreign direct
investment into South East Asia.

This year, the Association of South East Asian Nations
(ASEAN) and Japan reached the fortieth anniversary
of their cooperation. According to the Japan Times,
that business partnership has expanded steadily, with
total bilateral trade amounting to USD 248 billion in
2011. Recent surveys in Japan indicate that Japanese
businesses look at South East Asia as a key partner
and the top choice for their future investment destinations. Japanese trade with many of the ASEAN
countries has been rising even faster than trade with
China. On the other hand, the common observation
is that Japanese businesses are lagging behind their
competitors in South East Asian markets, owing to
their lack the understanding of local consumer needs.
Japanese companies need support to expand to Asia
beyond their conglomerate networks, paying attention to cultural differences and local specifics of the
target market. Lacking this know-how internally,
they are often dependent on partnerships with experienced local allies such as MES providers.

EMERG IN G MA RKET PLAYERS A N D IN TRA -A SIA N TRA D E

Having already achieved success in their home markets,
emerging market players are following the example set
by developed market players before them and looking
beyond their national borders to tap lucrative growth opportunities. As they do so, the door will open even wider
for MES providers. They prepare the ground, establish
the footprints and infrastructures and provide the longterm support that will allow emerging market players to
sell their products and support their customers as they
penetrate new markets.

Emerging market players – key drivers of intraAsian trade
The days when economic growth in Asia was fueled
primarily by the "extended workbench" strategies operated by expansion-hungry Western companies appear to
be over. True, companies in the industrialized world are
as eager as ever to participate in the region's lucrative
growth, especially given the dearth of comparable opportunities they find in their home countries. Increasingly, however, emerging market players in Asia are taking
the region's economic destiny into their own hands and
powering intra-Asian trade. For MES providers and the
companies that draw on their services, it is worth looking
at the key factors behind this ongoing trend.

A&D – measurement precision made in Japan
Founded 1977 in Japan, A&D is a manufacturer of
advanced measuring, monitoring, controlling and
testing instruments. It has partnered with DKSH since
1995 on distribution in Thailand. When DKSH Technology Thailand began to introduce the high-quality
brand, A&D products were still largely unknown on
the Thai market. The "Japaneseness" of the manufacturer was a challenge, because Asian companies
in this field were not as trusted as their standardsetting European counterparts. The reputation DKSH
enjoys in Thailand as well as the product quality gave
the sales teams a sound basis for gradually building
up the brand. As a result, A&D is now a firmly established brand name at local universities and laboratories, with a broad customer base in the agricultural
industry.

Kameda Seika – Japanese rice crackers for the
growing Asian middle classes
As the leader in the Japanese rice cracker market
with around 30% market share Kameda has set its
target to expand into the global rice cracker market.
Established in 1957, and following more than 30
years of continuous leadership position in Japan, Kameda entered into a strategic cooperation with DKSH
for the Thai market in 2013 to follow its expansion
plan across South East Asia and Greater China. DKSH
is supporting Kameda with its market expansion in
Thailand by providing marketing, merchandising,
sales, distribution, logistics, and back office services.
It is launching new product developments into the
Thai market with its rapidly growing middle class,
thereby enhancing brand visibility and growing market shares.
The collaboration is proving how market expansion
services providers as DKSH with its comprehensive local network enable Japanese companies to develop
new revenue opportunities and strengthen their presence outside of their home markets.
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"We enter new markets to increase market
shares and improve our profits."
Sales Manager, medium-sized South Korean engineered
products company

ASEAN and the AEC
Founded in 1967, the Association of South East Asian
Nations (ASEAN) pursues a number of geopolitical
goals (including efforts to safeguard regional peace
and stability) and seeks to promote cultural development. Another of its key aims is to accelerate economic
growth and foster economic and other forms of cooperation among its members.
The five original founding members – Indonesia, Malaysia, the Philippines, Singapore and Thailand – have
since been joined by Brunei (1984), Vietnam (1995),
Laos and Myanmar (1997) and Cambodia (1999). The
association thus now represents a population in excess
of 600 million and nominal GDP of more than USD 2
trillion – third largest after China and India, whose populations exceed 1.4 billion and 1.2 million, respectively.
To further advance regional economic cooperation and
integration, the member states have agreed to set up
the ASEAN Economic Community (AEC) by 2015. The
principal objectives of the AEC are:
(1) To establish a single market and production base
by facilitating the free flow of goods, services,
investment, capital and skilled labor
(2) To establish ASEAN as a highly competitive economic region

China is increasingly expanding economic activity beyond its borders, in particular relocating manufacturing
facilities throughout Asia in order to shift production into
lower-cost countries. Right now, it is wielding its ample
capital reserves to powerful effect in order to reinforce
its economic dominance in the region. Comparatively
low labor costs in these countries, coupled with scarcity
of human resources and quickly growing salary levels in
China as well as the rising quality of human capital in the
region, are encouraging Chinese firms to step up their
investments abroad. On the other hand, China’s appetite
for high quality products is attracting not only Western
but also Asian companies to access this promising sales
market. These are powerful factors in the expansion of

(3) To cultivate equitable economic development in
the region
(4) To fully integrate the ASEAN region in the global
economy
A raft of measures has been planned to achieve these
ambitious goals. And while pronounced discrepancies
in member states’ developmental stages mean that
not all of them are likely to be implemented by 2015,
steady progress toward these goals is already visible
and will certainly continue.
The region as a whole, individual countries in the region and companies within these countries will benefit
from this progress in several ways: the freer movement
of goods within the region will facilitate the creation
of regional supply chains, foster closer regional cooperation, improve economies of scale and help ASEAN
members to become more competitive. Additionally,
being part of the third-largest single market on the
planet (in terms of population after China and India)
will give all ASEAN countries greater importance in the
eyes of foreign investors. At the same time, companies in the region will enjoy easier access to capital and
skilled labor – both of which are critical factors as they
seek to realize their growth plans in the region.
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Booming foreign investments in and into ASEAN economies
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Figure 11: Inter-regional and intra-regional FDI inflows to the ASEAN region
(absolute figures 2011, annual growth rates 2009–2011)
Sources: AEC, Roland Berger Strategy Consultants analysis

intra-Asian trade – factors whose impact in facilitating
trade flows in the region have been further enhanced
since the China-ASEAN Free Trade Agreement introduced low or even zero import tariffs on an extensive
catalog of product categories in January 2010.
Developments within ASEAN itself – first and foremost
the emergence of the ASEAN Economic Community
(AEC; see box) – are another major factor driving growth
in intra-Asian trade. The AEC constitutes the overall
framework for economic integration within the ASEAN
region by 2015 and is making significant progress in facilitating the free flow of labor, trade and capital among
all ASEAN members. In the same vein, inter- and intraregional trade agreements have led to a sharp increase
in foreign direct investment both within and toward the
ASEAN region, with annual growth rates topping 50%.

Indofood – from instant noodles to total food
solutions
Founded in 1968 as an instant noodles business, the
Indonesian company has since become a major food
manufacturer. It provides a wide range of products,
including seasonings, snacks, dairy and oils. It has
operations at all stages of food manufacturing, from
raw material production and processing to highquality retail consumer products. In 2005, it entered
into a joint venture with Nestlé to manage Nestlé's
Maggi brand production. Its Indomie noodle brand is
distributed in Australia, Asia, Africa, New Zealand
and the United States, as well as European and
Middle Eastern countries. In January 2013, Indofood
was successfully launched on the Indonesia Stock
Exchange.
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Emerging market players driving regional market growth and integration
Developed
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Emerging
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Domestic market
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Regional market
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Figure 12: Interplay between market players in the Asian region

As a sign of increasing financial globalization and regional integration, IPO activity in the ASEAN region has
likewise been brisk and plentiful in recent years. Malaysia
alone hosted more corporate flotations in 2012 than any
country in the world other than the USA, China and Japan. To take just one example: the June 2012 listing of
Felda Global Ventures, a Malaysian palm oil company,
raised proceeds of USD 2.2 billion and was the second
largest offering of that year (after Facebook). The ongoing wave of IPOs is not expected to recede any time soon.

Summary
Overall, strong domestic growth in Asia spurred by
its growing middle classes is giving emerging market
players a solid basis from which to further ramp up
both production and sales beyond their home markets, thereby driving up intra-Asian trade. Nor have
the attentions of Western companies eased off, as
developed market players likewise remain keen to
secure a larger slice of the Asian pie. Taken together,
these factors are driving further economic integration in the Asian region, boosting trade – and at the
same time opening even more doors of opportunity
for MES providers. The latter are perfectly placed to
deliver vital services as their clients seek to establish
a footprint throughout Asia and build infrastructures
that will allow them to sell products and support their
customers.

EMERG IN G MA RK ET PLAYERS – A N EW BREED OF COMPA N Y

C.

E M E RG I N G M A R K E T P L AY E R S – A N E W
B R E E D O F C O M PA N Y

Moving from local to international focus
Market expansion levels in Asia vary from country
to country – from local scouts to globalizers
The emerging world is not one consistent economic
area. The degree to which emerging economies are
expanding their markets and the strategies that they
pursue for doing so vary significantly by region and even
by country. Some countries, such as Hong Kong and
Japan1, show strong outward growth. Others, such as
Cambodia and Myanmar, focus on growth in their home
markets and are not yet at the stage of development,
resources and sophistication level to expand into sales
markets across their borders. The target market is also
an important factor in the growth equation. If the levels
of sophistication in the target market substantially differ
from those of the source markets, establishing market
access will be difficult. Market expansion capacity
therefore depends on two aspects: market expansion
readiness and target market sophistication.
Our analysis, based on the Market Expansion Readiness
Index (MERI), shows four major groups in the Asia Pacific
region, which we refer to as globalizers, expanders,
explorers and scouts.

The Market Expansion Readiness Index (MERI)
The Market Expansion Readiness Index (MERI) measures the degree to which an economy is ready and
able to expand sales beyond its home market. To establish a country's score, we calculate the average
of four equally weighted key economic parameters:
1) Level of outbound FDI per capita
2) Foreign market size, as measured by the World
Economic Forum
3) Goods market efficiency2, as measured by the
World Economic Forum
4) Market expansion beyond basic exports (referred
to as scope) as measured by our executive survey
By combining information from established sources
with data from our survey, the MERI index identifies
the overall level of market expansion capacity for
each country. The resulting scores allow us to categorize countries into groups with similar levels of
market expansion readiness.

1

Japan, Australia and New Zealand are included in this chapter as they represent major economic forces in the Asia Pacific region and have a strong impact on the entire emerging region.

2

Countries with efficient goods markets are well positioned to produce the right mix of products
and services given their particular supply-and-demand conditions, as well as to ensure that these
goods can be most effectively traded in the economy (source: WEF).
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Market expansion readiness growing in line with economic development
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Figure 13: Market Expansion Readiness Index (MERI) across Asia Pacific 2013 – geographic overview
Sources: World Economic Forum, survey data, Roland Berger Strategy Consultants analysis
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The groups are based on key economic parameters and
survey data (see box on page 29) rating a country's
performance in expanding across borders.
Globalizers top the list. They include Japan and two of
the four Asian tigers: Hong Kong and Singapore. Japan,
Hong Kong and Singapore are all economies with truly
global scope and reach. Japan has penetrated the global
market with world famous brands such as Toyota, Canon
and Takeda. Hong Kong and Singapore have established
themselves as global hubs for international finance and
trade. However, significant potential still remains for
these countries to further enhance their levels of sales
market expansion.
Expanders are strong markets that are expanding both
within Asia and further afield. They include South Korea,
Taiwan, China, Australia and Malaysia. South Korea
and Taiwan are among the fastest growing transition
economies and are all set to become the next generation
of globalizers. China and Malaysia hold large shares of
many foreign markets, but they still lack global scope and
have very few companies that are known beyond their
home market. Australia is a well-developed Westernstyle economy and has all the structural and political
requirements for market expansion. The country's focus
on commodity exports, however, does not allow it to
establish global scope in consumer-driven sectors.
Explorers include Thailand, New Zealand, India, Vietnam
and Indonesia. These five countries show a strong interest
in market expansion, but their reach is still limited to their
own geographic region. India has enjoyed strong growth
in global trade since the beginning of its economic
liberalization in the early 1990s. To facilitate further
growth, however, it still needs to reform its public sector,
education system and labor market. Thailand, Vietnam
and Indonesia are expanding dynamically, facilitated by
closer integration with the ASEAN region. New Zealand,
like Australia, trades largely in commodities with a high
share of agricultural products, a situation unlikely to
change in the near to medium term. The country's reach
is limited to its own region, as its key trading partner is
Australia.

Scouts include the Philippines, Cambodia, Sri Lanka,
Myanmar and Laos. These countries show low levels
of economic development. They are inward-looking
and derive most of their growth from increasing local
consumption as standards of living rise. Although the
journey of expansion has only just begun for them,
the outlook is very promising. In particular, the ASEAN
Economic Community (AEC) has recently shown that
it can effectively drive intra-ASEAN and extra-ASEAN
trade.
Our Market Expansion Readiness Index (MERI) shows
both the current stage of market expansion and the
potential for further foreign market development.
While the globalizers have reached a significant level of
global expansion, the scouts have only just embarked
on their development path and are expected to enjoy
enormous growth in the medium term. However even
in highly developed countries like Japan, significant
potential for further expansion remains, especially in
emerging regions, because at present, the major portion
of Japanese companies are primarily active in their home
and partially in Western markets.
Apart from the actual stage of development, the
transferability of market expansion capabilities plays
an important role in market expansion readiness. For
example, the Chinese market brings with it a very
specific legal framework with low potential for knowhow transfer to other countries, whereas ASEAN
economies increasingly operate on a harmonized
regulatory framework for trade, capital and labor
transfer, extending their market expansion potential in
the near future.
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"We enter new markets mainly to
increase profits and to internationally
promote our brand."
General Manager, medium-sized Philippine
chemicals company

From scouts to globalizers – on the way to global
reach
Market expansion readiness correlates directly with
both the number of cross-regional and international
companies and the market size covered by individual
companies. The individual MERI groups show stark
differences in the number of large enterprises. While the
leading countries in the globalizer group feature roughly
0.5 Global Fortune 500 companies per million people,
expanders and explorers reach only a fraction of this
figure. Interestingly, in direct comparison to globalizers,
Western economies lag slightly behind: the United States
and Germany achieve only roughly 0.4 Global Fortune
500 companies per million people.
The geographic reach of large companies from the
globalizer group (Hong Kong, Singapore and Japan)
is much wider and more international than that of
companies in the less developed groups. In general,
companies from the globalizer group generate a
significant share of their sales outside their home
markets. The most important reason for this is that their
home markets are saturated and they have to cross
borders to generate further growth. Whereas Hong

Kong and Singapore are city-states and thereby the pure
limitation of the size of their home market drives them
to look for outside expansion, Japan, on the other hand,
had significantly less pressure to open up and expand
beyond its borders, as it is one of the biggest economies
in the world. MES providers often help clients from these
markets enter and develop markets outside the client's
home turf – sometimes even in different geographic
regions. Scouts like Myanmar and Cambodia, on the
other hand, have very few companies with cross-regional
or even international reach. These countries still have to
satisfy significant unmet local demand. The companies
there usually choose to invest in their home markets
before looking abroad. MES providers in these markets
often focus on home market development and provide
the initial platform for entering neighboring countries.
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Emerging market players' financial power growing with market development
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Figure 14: Number of Fortune 500 companies per million people by cluster
Sources: Fortune Global 500, Roland Berger Strategy Consultants analysis

Haier – a global brand made in China
Haier Group is a Chinese multinational consumer electronics and home appliances company. With 8.6%
of the white-goods market, Haier was the world's
most important brand in its segment in 2012. Haier
invests significantly in R&D and is known for products tailored to the needs of low-income consumers.
Examples include washing machines tailored to the
needs of rural Chinese, who use the machines for
cleaning clothes and vegetables. International expansion began when the company opened a production
facility in Indonesia in 1996. More followed in the
Philippines and Malaysia in 1997. Ultimately, Haier
successfully established partnerships with American
retailers, set up design and manufacturing operations
in several US cities and gained a significant share of
the US market for compact refrigerators. Haier also
began to retail its products in Europe. In 2012, Haier
Group bought the New Zealand appliance manufacturing company Fisher & Paykel, further strengthening its multinational footprint.

Shifting paradigms among emerging market
players – putting customers top of the agenda
While growth and profit remain top priorities for all
emerging market players, there has been a clear change
in mindsets over the past few years. Emerging market
players are shifting from purely financial objectives to
more customer-centered goals. In addition to beating
their competitors, they are increasingly focusing on
corporate image and reputation. Moreover, they are
realizing that long-term success goes hand in hand with
customer satisfaction, which ultimately guarantees sales
and profit growth.
Emerging market players are swiftly learning the art of
branding. Recent research from Kumar and Steenkamp
suggests that Asian emerging market corporate culture
is characterized by a never-give-up spirit, and the new
generation of emerging market managers is smart and
all set to conquer the globe.
According to the authors, they follow eight paths to
brand success. First, they sell a good-enough product
cheaply in the West, then relentlessly raise prices and
quality (which is what Toyota and Sony, and then South
Koreans such as Samsung and Hyundai did). Second,
they focus on business customers first and then also
sell to private consumers. Third, they follow their ethnic
minorities in other countries. Reliance MediaWorks of
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Emerging market players focus on customers and brand
Customer-focused objectives

Satisfying customers

48%

Corporate brand image and reputation

44%

Growth

Financial objectives

38%

Proﬁtability

37%

Eﬃciency/cost saving

37%

Return on investment

37%

Gaining market share

34%

Cash ﬂow generation

32%

Beating the competition
Dividend generation

Market-focused objectives

30%
25%

Figure 15: Key corporate objectives (%)
Source: Survey data

India, for instance, has launched the BIG Cinemas chain
in America, to show Bollywood blockbusters. Fourth,
they buy Western brands off the shelf, as Tata Motors of
India did with Jaguar Land Rover.
Three paths describe ways in which emerging market
firms escape their home country's poor reputation – or
lack of a positive one. They emphasize an aspect of the
national culture that sounds nice, tie the brand's image
to the country's natural beauty or rely on government
efforts to change the country's image. Examples here
include Havaianas, Concha y Toro and the "Incredible
India" campaign. The eighth and final path to global
brand greatness is to rely on the government to build
national champions, as the Emirates airline has done.

MES providers offer their clients long-term market and
customer knowledge to position the client's brands in
line with local tastes and habits, and are well equipped
for these new playing fields. MES providers, in particular
international ones, also have very high quality and
professional standards that enable them to ensure
compliance with local rules and regulations, while
protecting their clients' image and reputation. We
noted a strong correlation between market expansion
readiness and key corporate objectives. Companies from
the scouts group focus on financial objectives such as
cash flow and dividends, but attach less importance
to customer satisfaction. MES providers offer such
companies a platform for growing market share, building
local customer insights and improving their professional
customer approach.
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Customer satisfaction replaces purely financial objectives
55
Globalizers
Explorers

Satisfying customers

50
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40
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15
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Figure 16: Selected key corporate objectives by MERI cluster (%)
Source: Survey data

As countries improve their market expansion readiness,
they increasingly focus on customers. In the process, MES
providers can help target specific client segments in line
with the features of the local market. In general, overall
market expansion readiness is directly linked to the ability
to focus on customers, growth and profitability. In this
context of changing strategic objectives, MES providers
can help clients effectively meet their goals.

"Customer satisfaction is our main
objective, a satisfied customer covers all
aspects of our company's goals."
Production Manager, medium-sized Indonesian
chemicals producer
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Emerging market players pursue different strategies
– from regional contenders to efficient expanders
To cope with the complex emerging market environment,
distinct types of emerging market players with different
growth, cost and internationalization priorities have
evolved. We were able to identify six different types
of companies: growth speeders, cost cutters, efficient
expanders, innovative expanders, international networkers and regional contenders.
Growth speeders aim to achieve above-average growth
and outcompete other local and Asian companies,
whatever the cost. This type of emerging market player
developed in the wake of the Asian economic upswing
that started with China's liberalization in the 1980s and
was followed by Indian and South East Asian economic
development in the 1990s. Companies eagerly explored
the new business opportunities that arose when the
regulatory environment was eased, and they fueled their
growth by paying little attention to efficiency.
Cost cutters have turned increased efficiency into a
competitive advantage as they started to address the
specific need for low-cost products in emerging Asian
markets. As trade between Western and emerging Asian
countries took off, Western products became more
readily available on local markets and a significant share
of consumers were attracted by global brands. Rather
than fighting for this segment, cost cutters shifted their
attention to low costs and built up mass market brands
tailored to their low-income and more traditionallyminded customers.
Efficient expanders have developed from growth
speeders and cost cutters by combining a focus on
growth and cost cutting with keen attention to brand
equity. They learned from leading Western companies
that growth must go hand in hand with tight cost control.
They realized that efficient and productive organization
must back up low-cost resources and that a focus on
brands is essential. Efficient expanders started to look
very closely at the individual steps in their value chains
and actively used partnerships and service providers to
further improve their overall position.

Innovative expanders consider product innovation a
key strategic priority, along with a focus on growth and
customer satisfaction. When Western products started
to be more readily available on Asian markets, local
manufacturers shifted their attention to product quality
and customer satisfaction. Rather than focusing on
their low-cost advantage, they decided to strike back at
Western brands by improving their own product quality
and tailoring it to local customer needs. For emerging
market players, this development has ultimately turned
the spotlight on product innovation.
International networkers put internationalization
and strategic alliances at the top of their agenda, along
with a focus on corporate image and reputation. When
Western multinationals started to enter local markets,
many family-owned businesses came under significant
pressure. They quickly realized that their internal
capabilities would never suffice to put them on par with
their multinational competitors' broader product lines,
higher product quality and wider international reach.
Instead, they entered into partnerships with stronger
and more capable companies to ensure their continued
existence and success. International networkers learned
to fill the gaps in their internal capabilities through
selective strategic alliances and partnerships. This not
only strengthened their competitive position in the
medium term, but it also allowed them to learn from
their partners, upgrade their factories, enhance the
quality of their products and access new target markets.
Regional contenders focus on beating the competition.
They are unable to grow and internationalize significantly,
or do not want to do so. Like international networkers,
they are mostly small and medium-sized enterprises
(SMEs), which make up a significant share of companies
in emerging Asia. They are under intense pressure from
local and multinational competitors. However, rather
than entering into partnerships with strong allies, they
are forced to fight on their own. This is the most common
type of emerging market player found across Asia.
In dealing with their emerging market environments,
players pursue different strategies that correspond to
their stage of market development. Efficient expanders,
innovative expanders and international networkers,
for instance, generally require more sophisticated and
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Emerging market players with six distinct strategic profiles

Growth speeders
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Cost cutters
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Cost focus
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Figure 17: Clusters of emerging market players
Source: Survey data

diverse skill sets for their strategies to be successful than
the other groups.
More specifically, efficient expanders need to be able to
scale their organizations in line with growing production
capacity, while simultaneously keeping a tight grip on
their costs and investment needs. Innovative expanders,
on the other hand, need a capable R&D department
at the center of their organization. At the same time,
however, they must build up (whether on their own or
with partners) strong marketing and sales units that
know the ins and outs of their target markets, to be
able to pave the way for expansion into neighboring
Asian countries or further afield. Provided with these
capabilities, efficient and innovative expanders are best
positioned in emerging market environments, since they
both rely on a long-sighted strategy based on a wellconsidered mix of differentiated internal competencies
and external resources.
International networkers enter into tight, well-designed
strategic alliances with strong and capable partners.
This helps them shore up their market position without
compromising their corporate independence. In parallel,

they need to develop in-depth international market
insights. Growth speeders, like efficient expanders, need
to be able to quickly scale their production capacity.
They do not, however, limit themselves strongly by cost
constraints. In the long term, this may result in substantial
inefficiencies and reduce their competitiveness.
Cost cutters are under intense pressure to reduce their
cost base so that they can maintain their market position.
They need to make their internal processes more efficient.
They are often in a restructuring mode, so investing
in medium term growth is next to impossible. Finally,
regional contenders, which account for the largest share
of emerging market players, clearly see the borders of
their local region as the confines of their market reach.
To hold their own in fierce target market competition,
they need strong local market know-how and networks,
as well as support from capable partners.
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Strategic mix across industries – choosing between innovation and efficiency focus
Cost cutters
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4%
23%

8%

Growth speeders

3%
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21%
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14%
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24%

33%
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19%

5%
48%
37%

Consumer
goods

31%
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26%

Specialty
chemicals

Engineered
products

Figure 18: Prevalence of emerging market player clusters by industry (% of total)
Source: Survey data

"If there is a strategic fit, we choose
to cooperate with our competitors instead
of fighting them."
General Manager, large Philippine healthcare
products company

Different emerging market players across different
industries – regional contenders still dominant but
other types are gaining ground
The strategic priorities of emerging market players
differ significantly across industries. This means different
groups of emerging market players dominate in different

sectors of the economy. In our survey, we determined
the share of the different company types across the
different sectors.
The share of regional contenders is high across all
industries. However, it is highest in the specialty chemicals
sector, where the group accounts for almost half of all
emerging market players. Add in the fact that the share
of international networkers is very low in this sector and
it becomes clear that the chemicals manufacturers in
emerging Asian markets do not look far beyond their
own borders yet. Both customers and manufacturers
have strongly local mindsets, which means the emerging
chemicals industry is not very internationally focused.
As globalization in the chemicals industry is progressing
rapidly, however, these companies must either become
more international or risk being absorbed by an M&A
buyer.
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Growing from regional contenders to efficient expanders
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7%
10%

Efficient expanders
International networkers
Innovative expanders
Regional contenders

27%

16%
23%

20%

15%

12%
12%

15%
20%

44%

37%

33%
24%

USD
10 – 50 m

USD
51 – 100 m

USD
101 – 1000 m

above USD
1000 m

Figure 19: Prevalence of emerging market player clusters by company size in terms of sales (% of total)
Source: Survey data

Healthcare has the highest share of international
networkers and not many regional contenders. This
suggests a higher degree of internationalization. Many
healthcare manufacturers from emerging markets do
not limit themselves to national borders: they develop
their products for regional and cross-regional markets.
Similar to Western manufacturers, the emerging
healthcare industry focuses on innovation. The share
of innovative expanders is therefore the highest in
this sector. The wave of restructuring that Western
healthcare manufacturers are currently experiencing has
not yet reached the emerging world, which means that
the share of cost cutters is low in this sector.
Despite the fast growth of engineered product markets,
the share of growth speeders is rather low in this sector.
The high share of efficient expanders and innovative
expanders in this industry suggests that engineered

product manufacturers in the emerging markets take a
more forward-looking approach. This is a clear strategic
benefit that will ensure the long-term competitiveness of
emerging market players in the sector.
The emerging consumer goods industry shows a balanced
mix of emerging market player types. The high share of
cost cutters is an indication that manufacturers have
a strong focus on efficiency. The number of efficient
expanders is relatively constant across all economic
sectors, which shows that this growth- and efficiencyfocused approach can be applied universally.
Overall, all sectors in emerging economies need to shift
from their current local focus to a more international
mindset and improve the efficiency of their operations in
order to hold their own in a globalizing world.
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Size matters – growing share of efficient expanders
among large players
As seen in the previous section, different industries
require different strategic mindsets. Company size,
however, also has a major impact on general strategic
alignment. Priorities shift as companies become larger.
The share of regional contenders drops as companies
grow, and efficient expanders start to join the market.
These pursue the longest-term strategies of all emerging
market players. As they start to do more multinational
business, the larger players of this type attach more
and more importance to internationalization and strong
partnerships, which drive up the share of international
networkers among large enterprises. Once companies
generate more than USD 100 million a year, growth
speeders increasingly enter the scene, showing the
accelerating appetite for growth among the larger
emerging market players. The number of innovative
expanders is significant across all company sizes, which
shows that a focus on innovation is more a strategic
choice than a question of financial capability.
To sum up, as emerging market players grow larger,
they tend to shift their focus from local to international
markets. They also attach more importance to growth
and cost efficiency.

Summary
Market expansion levels in Asia vary from country
to country. Depending on their stage of economic
development, emerging market economies are home
to more or less cross-regional and international companies. As the market expansion readiness of their
home market rises, emerging market players increasingly shift their strategic focus from purely financial
to more customer-oriented objectives. To cope with
a complex emerging market environment, distinct
types of emerging market players have evolved who
attach different priorities to growth, costs and international focus. The success of their strategies will
depend on the right mix of internal and external capabilities.

E ME R GING M A RKET PLAYERS – MOV IN G TOWA RD MA RKET EXPA N SION SERV IC ES

D.

E M E RG I N G M A R K E T P L AY E R S – M OV I N G
TOWA R D M A R K E T E X PA N S I O N S E RV I C E S

"When partnering with MES
providers, we focus on their ability to
develop and expand the existent
market. We also value their product
research related services."
Production Manager, medium-sized Chinese specialty
chemicals company

Export – a dying expansion model?
Emerging market players follow a range of strategies
for expanding into new markets in their own region or
further afield. When it comes to entering new markets,
companies most often choose an export model and
work with exporting partners or agencies to sell their
products to the target markets. Other options include
joint ventures, licensing and franchising arrangements,
market expansion services or mergers and acquisitions
(M&A). By contrast, in markets where emerging market
players are already established through a subsidiary,
organic growth of company's existing business is the
preferred option for most companies (see figure 20).
Export is essentially a somewhat conservative approach
to market expansion. It allows emerging market players
to gain fast access to foreign markets at low risk, without
investing in fixed assets or market-specific promotional
activity. However, companies tend to lack control over
how their products are sold inside the target markets.
Exporters are often unable to ensure full integrity of
the value chain with lack of transparency on the sales
channels and often inadequate product handling, such
as missing cold chains for pharmaceutical products or
even expired products being sold. Companies can also
find it difficult to build brand awareness with customers,
and very often they are not tapping the full potential of
the markets.

It therefore comes as no surprise that a growing number
of emerging market players want to have more control
of their export markets and make their way of doing
business more professional. Over the long term, a simple
export model is not able to satisfy these objectives. What
is needed is an alternative approach that offers the
upsides of export – quick market access and an assetlight business model – without compromising closeness
to customers as well as integrity of value chain. Market
expansion services are an increasingly popular solution.
Emerging market players, like market players from
developed markets before them, are moving from pure
export to market expansion services in order to exploit
the full potential of their target markets. This is boosting
demand for market expansion services in the region. MES
can multiply a company's growth potential, help reduce
its costs and at the same time boost its efficiency and
effectiveness and increase its revenue and market share.
In Asia, MES allows emerging market players to exploit
the full potential of their target market without having
to invest in fixed local infrastructure, by connecting the
company with a well-established local network.
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"We cannot rely on exporters in the long
term, since they will not promote
our own products with a full effort."
Production Manager, large Japanese conglomerate

Many emerging market players make use of licensing or
franchising arrangements as alternatives to exporting.
This approach enables them to enter target markets more
easily by leveraging the infrastructure of the licensee or
franchiser. The advantage of this strategy for market
expansion is that it reduces the level of investment
required by the company itself. The disadvantage is
dependence on licensing or franchising partners in the
long term.
Joint ventures are also a common method of market
expansion. By pursuing this strategy, emerging market
players are able to access their target markets through
strong local partners without needing to establish their
own subsidiaries. This brings both cost and efficiency
benefits but also significantly increases the level of
complexity. By contrast, mergers and acquisitions are the
least frequent market expansion strategy for companies
with no subsidiary in their target market. M&As require
significant investments on the part of the acquiring
company. They also frequently bring great complexity in
their wake.

Where companies have already established a subsidiary
in their target market, organic growth remains the most
common market development strategy. Like exporting,
organic growth is essentially a conservative approach.
Emerging market players have a strong position from
which to grow thanks to the fast economic growth in
their home markets: organic market growth builds on
their own strengths and capabilities. Yet this can also be
a limiting factor. As more and more emerging market
players are finding, developing a local network for
improved customer access takes considerable time and
requires substantial investments.
By contrast, gaining access to new customers through a
capable partner can significantly accelerate the process
of market development for emerging market players, and
at the same time strengthen their competitive position.
MES providers are able to provide capillary distribution
through strong local networks on behalf of their clients,
thereby facilitating rapid expansion in the market while
ensuring strong integrity of the value chain. Moreover,
pan-Asian MES providers are able to leverage their
significant size to provide valuable economies of scale.
As a result, market expansion services are quickly gaining
momentum among emerging market players.
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Figure 20: Key market expansion strategies (%)
Source: Survey data

Efficient expanders and innovative expanders rely
on market expansion services
Different types of emerging market players vary widely
in their use of the different market expansion strategies
(see figure 21). Growth speeders are the only group for
whom export represents a large part of their market
expansion strategy. They have a limited long-term
perspective and pursue an aggressive growth strategy,
whatever the cost. Efficient expanders and innovative
expanders, by contrast, rely heavily on market expansion
services. This underscores MES providers’ ability to
meet the ambitious growth targets of such players and
to improve their market share. At the same time, MES
providers can reduce costs, boost efficiency and handle
even complex products. They help their clients achieve
sustainable growth by providing a solid market approach
in terms of brand image and product quality, while at the
same time guaranteeing the integrity of the value chain.

Regional contenders, international networkers and cost
cutters take a somewhat different approach. These three
types of emerging market players all rely strongly on joint
ventures. However, they differ in terms of their ultimate
objective. Thus, regional contenders require robust local
partners in order to improve their competitive position
in the market. International networkers, by contrast,
primarily look to expand their multinational network
and leverage it as effectively as possible for further
international growth. Cost cutters have only a limited
focus on growth; their primary objective with joint
ventures is to outsource foreign market development
to their partners so that they themselves can focus on
cutting costs and reducing inefficiencies at home.
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"Doing export business, we often face
payment issues with exporters.
We will work with MES providers
in the long-term."
Logistics Manager, small Chinese specialty
chemicals company

Interestingly, international networkers see mergers and
acquisitions as the primary mode of market expansion.
This indicates that their extensive networking makes them
more aware of potential acquisition candidates. Rather
than becoming a target for Western multinationals,
many companies prefer to acquire other companies
themselves.
Depending on their choices of market expansion
strategy, the various types of emerging market players
achieve different results in the way they are positioned
for long-term success. Our research shows that efficient
expanders and innovative expanders will be the best
positioned emerging market players in Asia going
forward. Differences also occur by industry, with M&A
and joint ventures playing an important part in market
expansion in the Asian healthcare industry, reflecting the
strong growth currently being seen in this market. In the
engineered products industry, on the other hand, market
expansion services are rated as the most important means
of market expansion. This reflects Asian technology
manufacturers’ highly growth- and efficiency-oriented
approach.
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Figure 21: Primary modes of market expansion for selected types of
emerging market player excluding organic growth with own subsidiary
Source: Survey data

Biosensors International – healthcare innovator
from Singapore
Founded in Singapore in 1989 as a contract manufacturing company for critical care products, today,
Biosensors International is a group of companies
that develops, manufactures and markets innovative medical devices for interventional cardiology and
critical care procedures. In 2003, Biosensors entered
into an agreement with Terumo Corporation for the
exclusive manufacturing, supplying and distributing
of Biosensors' drug-eluting stent (DES) technologies
in Japan. Three years later, the company established
offices and a direct distributor to support its sales
presence for critical care products in China and India, as well as a new customer service department
in Switzerland. Since 2012, DKSH has successfully
been providing distribution services for Biosensors in
Thailand.

"Cooperating with MES providers
enhances our reputation and expands
our resources."
General Manager, large Chinese consumer goods company
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"Expanding alone would be unwise –
we don't understand new markets
well enough."
Marketing Manager, large Chinese engineered
products company

Choosing the right approach – partnerships and
networks are key
When it comes to deciding how to expand in a given
market, emerging market players generally consider
a number of external and internal factors. In terms of
external factors, they play close attention to the level of
local competition and the state of the labor market –
wages, level of employment, and availability of skilled
personnel – in the target country. Regarding internal
factors, their main concern is for the product quality
required in the target market and the limited brand
awareness that exists, especially for new market entrants.
The success of emerging market players in their home
markets is built upon their partnerships and networks.
When it comes to foreign markets, they lack these key
resources and thus face a significant obstacle to success.
This is a key factor in their decision to work in partnership
with MES providers.
MES providers have strong local roots and are able to put
their well-established local networks in the target market
at the client's disposal. Often, this includes a capillary
distribution network and a strong local sales force. They
can also provide a customized set of services for marketing
and promoting the client's products as effectively as
possible. Their profound market knowledge enables
them to position the products in a way that reflects both
specific factors in the local market and the particular
nature of the client's brand. Some MES providers can also
provide their market insights via backflow of information
from the market to help the client adjust or refine their
products for the target market.

Driving the cycle of growth in market expansion
services
Emerging market players need market expansion
services to help them access local markets efficiently
The added value of market expansion services is widely
recognized by all types of emerging market players. In
our study, we investigated the reasons why emerging
market players choose to make use of such services.
The results are very similar to those found for developed
market players (see figure 22).
MES providers above all make their local market knowhow and experience available to their clients. This is
a major reason why both emerging market players
and developed market players turn to them for help.
Developed market players cite benefit from economies
of scale as the top reason for using MES providers. This
factor is less important for emerging market players,
who are often able to reach significant market size
on their own in their home market. Many emerging
market players are unable to expand internationally and
cannot bear the high fixed costs and inventory risk of
building up their own infrastructure. In this case, MES
providers are able to integrate the client's products into
an established capillary distribution network and realize
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Figure 22: Reasons for partnering with MES providers (%)
Source: Survey data

valuable economies of scale. MES providers can also
leverage their typically high-quality product portfolio to
enhance the positioning of emerging market players'
products and make them more attractive to middle-class
consumers in the target market.
Interestingly, our study found that cost efficiency is an
important motivation for emerging market players to
turn to MES providers for help. This draws attention to
the cost-efficiency potential of market expansion services.
Emerging market players are used to a very low cost base
and low price levels in their home countries, and they
expect the same of their MES providers. In response, MES
providers can target emerging market players who have
a strong affinity for low-cost services with a customized
model specifically aimed at this segment.
The reasons for forming partnerships with MES providers
vary depending on the type of economy where the
companies in question are based. For example, emerging
market players from the globalizer and scout home
markets (see Chapter C) both value the ability of MES
providers to reduce costs. However, the level of service
sophistication varies significantly between these two
groups of players, so their expectation of cost reduction
does not apply to either the same services or to the same

extent. The cost benefits expected by emerging market
players from the scout home markets focus on the core
service offering, such as product demonstrations in
the field of sales services, product delivery and market
research. Emerging market players from the globalizer
home markets additionally focus on efficiency gains from
using value-added services such as sales performance
management in the field of sales services, brand building
and management, promotion management and key
account management. Accordingly, MES providers
must approach different players with different service
offerings.

"We value their [MES providers’] sales
network, efficient value chain
management and quality assurance."
General Manager, large Chinese consumer goods company
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"We value MES providers’ capability
in marketing and
strategic decision-making."
General Manager, large Chinese consumer goods company

Emerging market players with industry-specific
requirements
The benefits of using market expansion services vary from
industry to industry. Looking at the reasons for working
with MES providers given by emerging market players
in the four different industries (see figure 23), the core
value of market expansion services is clearly recognized
across all industries.

Cost efficiency is valued highest by emerging market
players in the consumer goods and engineered products
industries. For manufacturers of consumer goods, this
cost reduction stems mainly from bundling products
manufactured by multiple manufacturers in a single
network. For engineered products companies, MES
providers are needed to cope with the disparate customer
base in a highly fragmented market.

Access to market know-how and experience are rated
highly by emerging market players in each of the four
industries. Another important factor across all industries
is access to local customers and distribution networks – a
key added value of MES providers.

Emerging market players working in the healthcare
industry particularly value MES providers' ability to
reduce organizational complexity. For these companies,
distribution and logistics (e.g. warehousing and delivery)
– and to some extent marketing and sales, too – are far
removed from their core business. They prefer to entrust
these activities to more experienced service providers. The
option of outsourcing to a capable partner substantially
relieves the burden on their own organizations.
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Focus on market know-how, cost cutting and reducing organizational complexity
Consumer goods

Specialty chemicals

Reduce organizational complexity

Benefit from economies of scale

Access local market know-how and experience

Access to local market know-how and experience

Cost efficiency

Access to local customers and distribution network

Access local customers and distribution network

Shortening of time-to-market

Reduce investment need and risk level

Reduction of investment need and
risk level

Benefit from economies of scale

Cost efficiency

Shorten time-to-market

Reduction of organizational
complexity

Healthcare

Engineered products

Access local market know-how and experience

Cost efficiency

Reduce organizational complexity

Access local market know-how and experience

Cost efficiency

Reduce investment need and risk level

Access local customers and distribution
network

Reduce organizational complexity

Benefit from economies of scale

Benefit from economies of scale

Shorten time-to-market

Access local customers and
distribution network

Reduce investment
need and risk level

Shorten time-to-market

Figure 23: Reasons for partnering with MES providers by industry
Source: Survey data

Customer relationship and market insight services
are in great demand
The strategic goals of different types of emerging
market players translate directly into their various usage
patterns of market expansion services. Accordingly,
significant differences occur in the extent to which each
type of player relies on the support of MES providers
for marketing, sales, distribution, logistics, research and
analysis as well as customer service and support (see
figure 24).

Cost cutters and regional contenders both show strong
demand for marketing services, especially product
management, promotional activity and public relations.
These activities attract sizeable budgets with the
companies, yet they may have a limited effect on sales
if performed incorrectly. For emerging market players
in Asia, outsourcing such activities to an MES provider
with relevant expertise can bring about significant
cost reductions and spark substantial improvements in
efficiency and effectiveness.
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Customer service and marketing in high demand
Cost cutters

Growth speeders

Efficient expanders

Marketing

Customer service
and support

Customer service
and support

Customer service
and support

Research and
analysis

Research and
analysis

Logistics and
distribution

Marketing

Marketing

Research and
analysis

Logistics and
distribution

Logistics and
distribution

Sales

Sales

Sales

International networkers

Innovative expanders

Regional contenders

Marketing

Customer service
and support

Marketing

Customer service
and support

Marketing

Customer service
and support

Research and
analysis

Research and
analysis

Logistics and
distribution

Sales

Sales

Sales

Logistics and
distribution

Logistics and
distribution

Research and
analysis

Figure 24: Service demand by emerging market player cluster and value chain step
Source: Survey data

All types of emerging market players oriented toward
growth exhibit strong demand for services related to
local market insights. This includes tasks such as carrying
out market research and performing market entry studies
– one of the key areas of competence of MES providers
in Asia.
Most emerging market players also look to MES
providers for help with customer service and support.
This is because MES providers enjoy superior insights into
the customer base as well as better access to customers.
MES providers have the local infrastructure, e.g. service
engineers on the ground, which would be too costly for
clients to build themselves. These factors are growing
in importance as emerging market players increasingly
make customers the focus of their attention.

Surprisingly, efficient expanders exhibit strong demand
for services related to product adaptations, which often
form part of their market expansion strategy. In this case,
MES providers are able to translate their market and
industry expertise into tangible assets for their clients.
MES providers are well positioned to help emerging
market players of all types right along the value chain.
Companies use their services to facilitate market entry
and grow in the market or to leverage their expertise to
achieve efficiency gains and cost reductions in existing
business. In many cases, the MES provider can perform
certain activities more effectively and at lower cost than
the manufacturer could do on its own.
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Strong and well organized partner is key for long-term success
Consumer goods

Specialty chemicals

Strong corporate governance/integrity of the value chain

Strong corporate governance/integrity of the
value chain

Long-term relationship with provider

Financial stability and solid reputation

Financial stability and solid reputation

Long-term relationship with provider

Ability to provide market feedback

Strategic sparring partner

Provider's market know-how and experience

Size of provider in the target market

Healthcare

Engineered products

Quality of people

Strong corporate governance/integrity of the
value chain

Strong corporate governance/integrity of the value chain

Quality of people

Ability to provide market feedback

Long-term relationship with provider

Multinational presence of provider

Provider's market know-how and experience

Provider's broad distribution network

Ability to provide market feedback

Figure 25: Top five success factors for MES providers by industry
Source: Survey data

Cross-industry and cross-regional MES providers
are the partner of choice
Market expansion requires a long-term commitment
by companies. Accordingly, the partnerships formed to
spearhead this process must also be long-term. Choosing
the right services provider is a matter of strategic
importance to market players. Make the wrong choice
here and companies jeopardize the entire success of their
operations in new markets.
When it comes to choosing the right MES provider,
emerging market players in Asia are primarily looking for
strong corporate governance and integrity of the value
chain. This is particularly critical in Asia, as the local market
environment requires tightly controlled processes and a
clear allocation of responsibilities – both of which are

essential in order to ensure compliance. The regulatory
environment is highly complex and constantly changing,
which makes specialist know-how essential. Overall, a
long-term, stable partner that is both financially robust
and highly competent is preferred.
Another factor that is highly valued by emerging market
players in all four industries is the ability to provide
market feedback. This goes hand in hand with a high
level of market know-how and experience – key areas of
MES providers' expertise – and requires a sophisticated
and integrated IT platform.
Emerging market players active in the healthcare and
engineered products industries face the specific challenge
of a shortage of suitably qualified individuals in many
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emerging markets. The reason is the complex nature of
many highly specialized products that require specially
trained staff that the local markets cannot provide.
Often, such individuals are scarce or non-existent locally.
As a result, the quality of these people is a key success
factor for MES providers working with companies in
these industries in particular.
When it comes to specialty chemicals producers, size
matters. For chemicals companies, the bigger the
presence of the MES provider in the target market,
the better. Significant economies of scale are possible
by cross-selling products from different manufacturers.
Chemicals companies also look to MES providers to act
as a strategic sparring partner.
With growing regional and cross-regional expansion,
emerging market players increasingly value MES
providers that offer a multinational presence and a broad
distribution network. By leveraging these resources, they
can decrease their own organizational complexity. At the
same time, they can access multiple markets and even
regions through a single provider, which also brings
considerable benefits.
Financial stability is also highly regarded by emerging
market players in Asia. Clients value the security of getting
paid fully and at the right time by the MES provider. A
strong financial position closely correlates with the ability
to compensate for natural fluctuations in demand. This
ability increases markedly for MES providers that offer a
diversified industry footprint. A broad industry footprint
also creates advantages in the area of service innovation.
Here, cross-industry MES providers can transfer and
leverage ideas, knowledge and expertise.
To sum up, MES providers need to offer their clients
international and cross-industry capabilities. On this
basis, they can serve their clients in all relevant markets
from a single source. These wide-ranging capabilities
also secure the MES provider's long-term stability and
solidify its reputation.

MES providers at the heart of the intra-Asian
growth cycle
MES providers are at the heart of the intra-Asian growth
cycle, driving the increasing economic exchange within
Asia. Thanks to their extensive local expertise and reach,
pan-Asian MES providers are well positioned to support
both emerging market players and developed market players in their processes of growth and expansion (see figure
26). At the same time, they drive regional market growth
and the integration of the entire Asia Pacific region.
Alongside the rise in intra-Asian trade, increasing middleclass consumption and the ongoing opening of emerging
markets are driving growth across the region. Strong
domestic growth puts emerging market players in a
highly promising position. They, in turn, are eager to
explore the potential offered by foreign markets both in
Asia and beyond.
To cope with the dynamic and often complex environment
in Asia's emerging markets, different types of emerging
market players have evolved. These distinct types of
players have differing priorities with regard to growth,
cost and internationalization.
Where does this leave players from developed markets
who would also like to participate in Asia's dynamic
growth? These competitors can challenge emerging
market players by leveraging their global scope and
reach. At the same time, they must keep a close eye on
local factors and the possibility of forming partnerships
with experienced local services providers. By so doing,
they put themselves in a favorable position to access
Asian markets and develop their business in the region.
In parallel, it is expected that emerging players over time
will also expand into the Western world to compete for
developed players' home markets. Therefore, the topic of
market expansion does not end with emerging markets,
but has just started anew with emerging market players.
Market expansion brings multiple challenges in its wake.
Companies that target new markets inevitably find
themselves in need of local know-how and experience.
They also require a robust local network and access to
customers. They must show a long-term commitment to
working in the new market – and a readiness to make
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Pan-Asian MES providers as the accelerator of Asian growth
Developed
market players
Emerging
market players

Domestic market
growth

Pan-Asian
MES
providers

Regional market
expansion

Regional integration

Figure 26: Interplay between market players and MES providers in Asia

financial investments in their own local infrastructures in
case of organic growth or in local brand building in the
case of MES.
MES providers play a critical role here. Leveraging their
in-depth market knowledge of specific countries and
regions, they are in a position to give companies sound
commercial advice and help them develop a professional
market entry strategy. Not only this: they can also
provide a physical market entry platform. Often this will
include establishing the necessary business contacts for
clients, dealing with local authorities (e.g. for product
registration), or providing capillary distribution, a sales
force on the ground, money collection or after-sales
service.
It is not unusual for MES providers to offer a full-fledged
services portfolio along the entire value chain, covering
sales, marketing, distribution, logistics and customer
service and support, such as key account management,

trade marketing, promotion management and inventory
management. They are also capable of offering other
value-adding services, such as product customization or
applications support, allowing clients to minimize their
fixed assets while benefiting from the provider's local
market expertise. This puts MES providers in a powerful
position to support all types of players, whether from
emerging or developed markets.
MES providers play a pivotal role in enabling access to
new markets and expanding business in existing markets.
They can assist both emerging market and developed
market players from all industries. These players have a
strong need for local marketing, a local sales platform,
a capillary network and the ability to help with product
customization and specific technical knowledge. The
central position of market expansion service providers in
the growth cycle means that they are a powerful driver
of trade within the region – and will remain so in the
years to come.
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A R E Y O U R E A D Y F O R M A R K E T E X PA N S I O N
S E RV I C E S ?

Needs

GO into new markets

GROW in existing markets

Market
strategy

Developed
market player

Are you looking for a strategic partner
to support your global strategy?

Would you like strategic advice on
how to improve your performance in
existing markets?

1

Emerging
market player

Do you need strategic support on
how to access new growth markets?

Are you looking for a strategic partnership
driving your international activities?

Local market
expertise

Developed
market player

Do you lack market insights to adapt your
global market entry strategy to local
specifics?

Do you need additional market know-how
to improve your performance in the given
market?

2

Emerging
market player

Do you need market know-how to
adapt your products and your marketing
strategy to local customers?

Are you lacking critical customer
insights to grow your local business?

Developed
market player

Would you like to access new markets
with external resources and specialist
capabilities?

Would you like to improve your
efficiency by outsourcing parts
of the value chain to a partner to
focus on your core competencies?

3

Emerging
market player

Do you need to access external
financial resources to successfully
enter into a new market at low cost?

Would you like to grow in existing
markets while reducing cost and
improving efficiency?

Risk
transfer

Developed
market player

Would you like to access new markets
at low risk by low investment need?

Would you like to further develop the
existing market without utilizing own
assets?

4

Emerging
market player

Would you like to reduce your risk
level when going into new markets?

Would you like to make a critical step
forward in a market and share the
risk with your partner?

Developed
market player

Are you interested in gaining access
to an established local network and
market entry platform?

Do you want to expand your
existing network and infrastructure
to aggressively grow in established
markets?

Emerging
market player

Are you looking for access to a
proven local network of customers
and contacts when entering a new
market?

Would you like to integrate your
operations into a professional
and efficient local platform?

Skills and
financial
resources

Platform
and
networks

5

METH OD OLOG Y

M E T H O D O LO G Y

Survey
Roland Berger Strategy Consultants conducted an online survey generating more than 300
responses from executives of current or potential clients of market expansion services (MES)
providers in the Asia Pacific region. The survey asked about overall goals and strategies, modes
of market expansion, demand levels for MES and companies' expectations of MES providers.
Interviews
In addition, Roland Berger Strategy Consultants conducted 20 interviews with industry
leaders and experts. The interviewees were executives of current or potential clients of MES
providers. The sample was balanced among industries (consumer goods, specialty chemicals,
pharmaceuticals/healthcare and engineered products), geographical regions and company
size. Case studies are based on publicly available company information.
Market sizing and breakdown
Market sizes were calculated using a detailed market model developed by Roland Berger
Strategy Consultants. Total market sizes are based on industry-specific data (from sources such
as Euromonitor, Espicom Healthcare Intelligence, GIA and SRI) and publicly available reports
from leading institutes (including the IMF, WHO, World Bank and UNCTADstat). Roland Berger
Strategy Consultants first calculated the total size of each market, then estimated the size of
the market for market expansion services in a multistage approach. The input for this step-bystep market breakdown, initially carried out for our first report in 2011, was a combination of
quantitative market data and qualitative and quantitative expert opinions.
Market projections
Market projections are also based on a detailed market model developed by Roland Berger
Strategy Consultants. They distinguish between market demand forecasts and forecasts
for the penetration rate of market expansion services. All market projections are in current
prices based on fixed exchange rates (base year: 2012). Projections for the demand side and
historical data are derived from market data published by the relevant research institutes.
Limitations
The market breakdown is the result of our analysis of quantitative and qualitative information
from quantitative sources (e.g. market reports) and interviews with experts. A realistic market
breakdown also requires qualitative information. For this reason, estimates were used; some
figures must therefore be considered "best approximations;" and the actual market sizes may
vary. Market forecasts are projections and as such cannot fully take into account all possible
eventualities. Despite these limitations, Roland Berger Strategy Consultants is convinced that
the analysis presented in this study is a true and fair reflection of the markets in question.
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DKSH is the leading Market Expansion Services provider with a focus on Asia. As the term
"Market Expansion Services" suggests, DKSH helps other companies and brands to grow
their business in new or existing markets.
Publicly listed on the SIX Swiss Exchange since March 2012, DKSH is a global company
headquartered in Zurich, with 680 business locations in 35 countries – 660 of them in Asia –
and 26,300 specialized staff, DKSH generated net sales of CHF 8.8 billion in 2012.
The company offers a tailor-made, integrated portfolio of sourcing, marketing, sales,
distribution, and after-sales services. It provides business partners with expertise as well
as on-the-ground logistics based on a comprehensive network of unique size and depth.
Business activities are organized into four specialized Business Units that mirror DKSH fields
of expertise: Consumer Goods, Healthcare, Performance Materials, and Technology.
With strong Swiss heritage, the company has nearly a 150-year-long tradition of doing
business in and with Asia, and is deeply rooted in communities and businesses across Asia
Pacific.
www.dksh.com
marketexpansion@dksh.com

COMPA N Y PROFIL ES

Roland Berger Strategy Consultants, founded in 1967, is one of the world's leading strategy
consultancies. With around 2,700 employees working in 51 offices in 36 countries worldwide,
we have successful operations in all major international markets.
Roland Berger Strategy Consultants advises major international industry and service companies
as well as public institutions. Our services cover all issues of strategic management – from
strategy alignment and new business models, processes and organizational structures, to
technology strategies.
Roland Berger is an independent partnership owned by around 250 Partners. Its global
Competence Centers specialize in specific industries or functional issues. We handpick
interdisciplinary teams from these Competence Centers to devise tailor-made solutions.
At Roland Berger, we develop customized, creative strategies together with our clients.
Providing support in the implementation phase is particularly important to us, because
that's how we create real value for our clients. Our approach is based on the entrepreneurial
character and individuality of our consultants – "It's character that creates impact".

www.rolandberger.com
info@rolandberger.com
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Disclaimer
The information contained in this report is based on extensive primary and secondary research. Whilst we believe
the information to be reliable and a reflection of the current status we are not in a position to guarantee the results.
Roland Berger Strategy Consultants and DKSH disclaim all warranties with regard to the content, express or implied,
including warranties of merchantability and fitness for a particular purpose, nor assume any legal liability for the
accuracy, completeness, or usefulness of any information contained herein. No one should act on such information
without appropriate professional advice after a thorough examination of the particular situation. This report contains
certain forward-looking statements. By their nature, forward-looking statements involve uncertainties because they
relate to events that may or may not occur in the future. This particularly applies to statements in this report containing
information on future developments, market projections and expectations regarding the market expansion services
business, and general economic and regulatory conditions and other factors that affect market expansion services.
Forward-looking statements in this report are based on current estimates and assumptions that are made to Roland
Berger Strategy Consultants' and DKSH's best knowledge. These forward-looking statements (including those derived
from third-party studies) are subject to risks, uncertainties, and other factors that could cause actual situations and
developments not to occur, and/or to differ materially from and be worse than those Roland Berger Strategy Consultants
and DKSH have expressly or implicitly assumed or described in these forward-looking statements. Neither Roland Berger
Strategy Consultants nor DKSH assume any obligation to update any forward-looking statements or to conform these
forward-looking statements to actual events or developments.
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