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Letter from the editor

Dear readers

Welcome to the fifth issue of expand, 

DKSH’s biannual magazine that explores 

the topics and issues relating to Market 

Expansion Services. This has truly been a 

landmark year for DKSH – in March, we 

concluded our successful IPO, listing 

DKSH on the SIX Swiss Exchange, and 

followed up by recording the best half-year 

results in the company’s history. 

In this edition, we explore in depth the 

theme of intelligence, innovation, and 

adaptation. Being able to access and work 

with the most current, timely and accurate 

market insights and having the flexibility 

to use that information is vital for any 

company wishing to do business in Asia. 

These markets of Asia represent a growing 

economic power, but to successfully adapt 

to the booming Asian markets and tap 

into the potential of their rapidly growing 

middle classes requires deep local knowl-

edge, a strong network, and a firm 

understanding of what Asian consumers 

really want. As detailed in our cover 

stories, these consumers have unique 

product requirements, and those compa-

nies which want to capture their attention 

cannot simply introduce their products or 

services, transpose existing sales and 

marketing strategies, and expect to seize 

market share. 

Asia is a mosaic of unique cultures and 

peoples that is simply too diverse and too 

big for simplistic solutions. To find 

success, companies wanting to enter Asia 

must work with partners who have history 

there, understand the Asian market, and 

know how to ensure smooth entry with 

minimal barriers.

Multinationals as well as small and 

medium-sized enterprises alike are 

increasingly focusing on their core 

competencies, and by partnering with a 

specialized service provider like DKSH, 

they can leverage our infrastructure, deep 

local market expertise, and relationship 

network to successfully position, adapt, 

introduce and market their product to 

Asia. By forging such partnerships, they 

can gain entry and access to markets with 

high entry barriers with minimal expendi-

ture of financial or human resources. 

Asia is also becoming more than just a 

booming market – it is developing into a 

hotbed of innovation. As explored in the 

article Accessing Asia’s growing innovation 
potential, increasing numbers of corpora-

tions – both Asian and Western – are 

developing innovation centers across Asia 

to improve their products and services, 

develop new materials and ingredients, or 

find new applications for existing prod-

ucts. At DKSH, we understand the need 

for both insights and innovation, and that 

is why superb market intelligence and 

advanced infrastructure are part of 

DKSH’s value proposition to our business 

partners. 

With best personal regards,

Dr. Joerg Wolle

President & CEO, DKSH Holding Ltd.

Broadening insights

Dr. Joerg Wolle

President & CEO of DKSH. 
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Myanmar

FactBox

About Myanmar
 Capital: Naypyidaw

 Size:  676,578 square km

 Coastline:  1,930 km

 Population:  54.6 million

 Currency:  Kyat

 GDP:  USD 83.7 billion

 GDP per capita:  USD 1,300

 Government type: parliamentary

 Life expectancy:  65.2 years

 Literacy fraction:  89.9%

 Internet users: 110,000

  Cellular phone 
subscribers: 594,000

 Railways:  5,031 km

 Roadways:  27,000 km

 Labor force: Agriculture 70%

 Industry   7%

 Services 23%

Source: CIA World Factbook, August 2012
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Myanmar

Doing business in  
Myanmar

Shangrila-Leap’s board of directors  
(L-R): Tin Aung; Khin Maung Lay (Manag-
ing Director); Win Naing 

Khin Maung Lay, Managing Director of Shangrila-Leap  
International tells expand  about new business opportunities in 
fast-changing Myanmar.

Long-plagued with a difficult political 

and business positioning, Myanmar has 

moved out of the shadows and into the spot-

light with a host of positive headlines this 

year. Most notably, Myanmar’s president 

Thein Sein has been continuing the process 

of economic reform, while during her 2012 

European travels, opposition leader and No-

bel Peace Prize winner Aung San Suu Kyi 

acknowledged her country’s challenges but 

also promoted its progress.

This increased interest in – and acces-

sibility to – Myanmar is a result of both the 

United States and the European Union sus-

pending their sanctions in the spring of 

2012. As a result, GDP is expected to in-

crease to about 6.5% per year on average in 

the period 2014 to 2017, from about 5% 

annually in the current fiscal year and next, 

according to Economist Intelligence Unit 

estimates. Similarly, domestic demand 

growth is set to increase from 5% this year to 

6% in 2014 and 7% in 2016.

This is welcome news for Khin Maung 

Lay, the Managing Director of Shangrila-

Leap International, whose company manu-

factures domestic cosmetics and toiletries 

under the name “Doaru”.

What started as a local import business 

in an old wholesale market has now become 

a national brand with a domestic manufac-

turing facility. A mix of local demand and 

external support from a partner in Japan en-

abled Shangrila-Leap to grow from a small 

business founded by four friends into a 

thriving enterprise with over 200 employees.

“We believed that if we started a com-

pany doing something that we were familiar 

with, it would be successful,” says Khin 

Maung Lay. “Our plan is to maintain our 

market share by keeping and improving our 

quality, affordability and agility to respond 

to consumer buying behavior.”

Last year, turnover grew 116% com-

pared to the previous year, to a record total  

of USD 3.8 million. The company also ex-

pects additional growth before the introduc-

tion of the 2015 ASEAN free trade zone 

when domestically manufactured goods will 

lose the local tax advantage currently in 

place.

There are broader concerns, too. Entry 

barriers to Myanmar are still high – accord-

ing to international estimates, an underde-

veloped infrastructure, lack of skills, and the 

difficulties of doing business remain hurdles 

to economic growth. Difficulties such as 

these are something that Khin Maung Lay 

and his business partners met during the 

transformation of their company from a 

wholesale importer to a local manufacturer. 

“We faced a lot of challenges when we set up 

the factory, since none of us had any experi-

ence in full scale local manufacturing or the 

creation of effective sales, marketing and dis-

tribution channels.”

To overcome that “last piece of the puz-

zle,” as he calls it, the company partnered 

with DKSH to create the necessary distribu-

tion channels, improving efficiency and 

growth while creating a sustainable, interna-

tional business model for the company.

Khin Maung Lay advises companies 

wanting to beat the entry barriers and find 

success in the Myanmar market should stay 

open minded, manufacture locally, and al-

ways work with partner which has deep local 

market knowledge. 
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The power of research and analysis

The power of research  
and analysis
Figuring out how to succeed in Asia’s diverse  
markets is challenging, but effective research and 
analysis can lead to strong growth, innovative  
products, new supply lines, and even make the  
difference between success and failure. 
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Essential adaptations
Selling into Asia’s increasingly sophisticated markets means foreign 
companies must tailor their offerings to what local consumers really 
want. By Colin Galloway.

For a big multinational, the prospect of 

launching a staple product in one of Asia’s 

newly-emerging economies might seem a 

fairly straightforward exercise. Translate the 

packaging, ship the product, place it in ma-

jor retailers and wait for the consumers to 

buy. The imported product, through its very 

foreignness, is often perceived as both of bet-

ter quality and more distinctive that the lo-

cal competition. 

But while this approach may have been 

standard practice for many foreign compa-

nies as recently as ten years ago, the mental-

ity today is quite different. As Asian con-

sumers become increasingly wealthy and 

discriminating, experience has shown they 

will often avoid products not adapted to suit 

their tastes. The question is: which goods 

will benefit from localization and which will 

not? According to China-based marketing 

consultant David Wolf, “success in any mar-

ket relies on educated guesses and the ability 

to endure through a period of trial and error 

before getting your product right – some-

times you stumble into it by dumb luck.” As 

a result, product launches in Asia are now 

commonly preceded by a battery of consum-

er testing, surveying, sleuthing and analysis 

that is for the most part more extensive than 

equivalent exercises in the West.

A good example is the  recent launch of 

a shampoo line in Myanmar by a major 

MNC. According to Phung Dang Hung, a 

Vietnam-based Business Line Manager with 

DKSH, the rollout involved an exhaustive 

USD 1 million market survey that included, 

among other things, a tour of the small, local 

markets across Myanmar to sample the 

homemade shampoos produced in local cot-

tage industries. Phung discovered that, for 

cultural reasons, Burmese women prefer a 

stronger fragrance for their personal care 

products, together with a thicker consisten-

cy and a preference for a two-in-one product 

including a conditioner – a feature that is 

both more affordable and convenient in a 

country where few homes enjoy modern 

bathrooms.    

Armed with this first-hand knowledge 

and a collection of indigenous shampoos 

picked up on his travels, Phung returned to 

DKSH’s innovation center in Vietnam, ana-

lyzed his samples in the lab, and came up 

with a unique new formulation tailored ex-

clusively for Burmese women. After a fur-

ther round of extensive consumer testing, 

the MNC launched its new tailor-made 

shampoo into the local market. 

Individual cultures
There are various reasons why the Asian con-

sumer market demands such exhaustive re-

search. Firstly, the consumer culture of de-

veloping countries tends toward the unique, 

because they have not been exposed to the 

more globally homogenous influences found 

in more mature economies, making con-

sumer tastes harder to predict through sim-

ple comparisons with other markets. Sec-

ondly, the extra effort taken to learn and 

interpret local tastes reflects the fact that the 

enquiry itself is often hypothetical – because 

when the vast majority of consumers have 

little or no previous exposure to a product 

(especially for emerging-from-poverty con-

sumers at the much-prized ‘bottom of the 

pyramid’ segment of the market), research-

ers have little to go on, even for staples like 

shampoo. Instead, they must get insight into 

what’s happening in the consumer’s heads – 

marketers have to figure out not only how to 

position their product, but also guess how it 

might be adapted to appeal to as-yet unso-

lidified consumer tastes. 

Further, with brand loyalty being no-

toriously weak and consumer tastes subject 

to rapid change, companies will find that 

their assumptions about Asian markets can 

become outdated almost as soon as they are 

implemented. According to Amanda Vong-

suraslip, a Bangkok-based merchandising 

director with DKSH who works with lead-

ing fashion brands such as Levi’s, the grow-

ing use of the internet, and especially social 

media sites such as Facebook and YouTube, 

means that word of new trends spreads 

among consumers much faster than in the 

past, quickly undermining the planning of 

foreign companies selling into the region. 

She recounts the example of a well-known 

US fashion brand whose marketing plan in-

volved the delayed release of a new line of 

sports clothes that had become popular in 

Asian consumers  
now demand exhaustive 
research
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A consumer investigates Lay’s chips in Singapore. Lay’s has very successfully adapted the flavors of its snack products to match local tastes across Asia.

The power of research and analysis
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the West. “The management said the Thai 

market wasn't ready yet, and were to wait to 

implement it. But local consumers can be 

very dynamic. As soon as they saw the new 

range on YouTube, they sent messages to 

our local Facebook page demanding we 

launch it here.” 

The growing imperative to localize 

products has driven more foreign companies 

to develop R&D facilities across the region. 

Unilever, for example, has two Asian innova-

tion centers; Procter & Gamble has three, 

with another under construction, while 

DKSH has seven for personal care products 

alone. All are focused on researching con-

sumer expectations for both new and exist-

ing products, as well as supporting develop-

ment of goods that can meet those 

expectations.     

Manufacturers localize products for in-

dividual markets in any number of ways. 

While adapting the formulas or ingredients 

of existing merchandise is an obvious step, it 

is far from the only one. In fact, according to 

Phung, it is usually not even the most im-

portant. Referring again to the personal care 

sector, he observes: “in many cases, the for-

mulation may be the same or differ by just 

5%, but [companies] may need to change 

50%-100% of the message they deliver to 

consumers who don't know about the prod-

uct and have never tried it.” 

Rethinking the range
Adjusting marketing strategies is therefore at 

least as important as adapting the product 

itself. Packaging is an especially important 

area. Because they form part of the brand-

ing, graphics will generally remain faithful 

to the original, says Phung, but text must be 

translated and perhaps embellished to better 

describe what the product is or does. Just as 

important, the shape of the packaging is 

commonly changed, partly in order to offer 

the goods in smaller volumes more afford-

able to lower-income consumers (while re-

taining margins), and partly to make them 

small enough to fit on the shelves of the 

mom-and-pop shops that remain more the 

norm for Asian retailers than the big-box 

outlets now so ubiquitous in the West. In a 

further nod to the wallets of less affluent lo-

cal consumers, some companies are also ex-

perimenting with new pricing models. Levi’s 

for example, is offering a pay-as-you wear 

model in the Indian market where buyers 

can pay for its 501 jeans on an incremental 

basis (similar to a layaway).        

Advertising strategies can also differ 

radically from those seen in mature econo-

mies. As Vongsuraslip points out, promo-

tional campaigns in Asia frequently feature 

local pop and movie stars. Although this is 

hardly unusual in the developed markets, 

campaigns for Western consumers are gener-

ally accompanied by more conceptual mes-

sages that don't necessarily translate well to 

Asian audiences.  

Food is another sector where local 

tastes are likely to differ widely across indi-

vidual markets. A good example is the Oreo 

cookie in China. Kraft Foods had thought 

that the Chinese would love the Oreo, and 

so launched a clone of the American version 

there in 1996 – to lukewarm results. How-

ever, before the cookie was declared a failure, 

Kraft asked Chinese consumers what they 

thought was the problem with an Oreo 

Egro machine  
serving Italian-style 
coffee in a Taiwanese 
convenience store.

A shelf full of 
Oreos 
adapted to 
local tastes.
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cookie. Th e answer was surprising, and 

spurred the Chinese division of Kraft into 

rethinking what the essence of an Oreo re-

ally is. Ultimately, they changed the recipe, 

the colors, and the shape, and fi nally the ad-

vertising, until Oreo became the best-selling 

cookie in China. 

Meeting local mandates
Sometimes products require customization 

as a result of practical considerations rather 

than customer preferences. One obvious is-

sue is the need to comply with government 

regulations. In a report published by man-

agement consultants Booz & Co, Mumbai-

based partner Vigas Sehgal notes that “per-

haps no sector better exemplifi es the hard 

realities of local-market regulation than the 

motor vehicle industry”, which requires 

“mind-boggling” attention to detail and var-

ies widely from country to country. 

White goods, and in particular washing 

machines, are another good example of 

product form that is dictated by local usage 

patterns. In the past, for example, washing 

machine sales in India suff ered due to supply 

shortages of both electricity and water, lead-

ing Whirlpool to introduce a range of semi-

automatic machines that use less water and 

can restart automatically after power cuts. 

China’s Haier, meanwhile, has launched a 

range of hardy machines in India featuring 

wide outlet pipes, after discovering their 

normal models were becoming clogged with 

mud because farmers used them to wash 

vegetables as well as clothes (presumably in 

separate loads). Finally, foodstuff  formula-

tions are also frequently changed for practi-

cal reasons. Some chocolate brands, for ex-

ample, use diff erent formulas that require 

less cacao butter for their Asian-made choco-

late, in order to get a longer shelf life in hot-

ter Asian climates. 

  A fi nal part of the localization puzzle 

involves distribution networks. In the devel-

oped world, goods are transported in vol-

ume to large-scale retail outlets, usually in 

large trucks. Th at's true in Asia only for the 

few markets that enjoy extensive infrastruc-

ture and can leverage economies of scale. For 

the rest, products are delivered in much 

smaller quantities to much smaller outlets 

with much longer inventory turns. 

In rural areas, that can mean delivery 

by motorbike to roadside shops selling items 

in single units (see Overcoming bumps, pot-
holes and roadblocks later in this issue). Such 

a complex supply chain implies signifi cantly 

higher costs, but given the enormous cus-

tomer bases, selling through such shops can 

still be profi table with the help of a little in-

genuity. A large (but cheap) network of local 

representatives can be enlisted to ensure 

shelves remain stocked, for example. Or pro-

ducers can cut out the retail chain complete-

ly, as Unilever did in India by recruiting tens 

of thousands of local housewives to distrib-

ute detergent door-to-door across the coun-

try.   

Perhaps unsurprisingly, the task of lo-

calizing the sale of foreign products into 

such a diverse and constantly-changing set 

of consumer bases means the result is often a 

hit or miss aff air. No matter how much 

preparation or research goes into it, the pro-

cess is so full of intangibles that the outcome 

can be impossible to predict, and many mul-

tinationals that have met with success in one 

market have failed miserably in another, of-

ten for reasons that are had to fathom. But as 

Asia’s middle classes continue to grow, the 

demand for products tailored to their de-

mands will only grow with them. And with 

local competitors now lining up to pick up 

the slack if foreign brands fail to keep up, 

there seems little question the pace of local-

ization will continue to increase.  

Colin Galloway is a Hong Kong-based journalist and 
photographer covering business, consumer, technology, 
and environmental issues throughout Asia. He is a 
regular contributor to the South China Morning Post.

FactBox

Adapting coffee machines to suit Taiwan  
When Egro coffee machines launched in 
Taiwan, they were planning to sell their 
American-style coffee percolating machines. 
They soon found out that percolated coffee 
was not very popular in Taiwan and so a 
change of strategy was needed. Egro noted 
the success Starbucks had found with 
Italian-style coffee, and decided to follow 
suit. Their problem was, however, they just 
didn’t yet have the right machine. Together 
with DKSH, Egro designed a new machine 
that could provide Italian coffee at a single 
touch, and also deliver consistent quality. 

Taking Japanese hairstyling 
to the world
GOO Polymers is a leading Japanese 
manufacturer of hair fi xatives used for 
hairstyling products. For many years they 
have been looking to expand the business 
outside of Japan but came the realization 
that popular Japanese products do not 
automatically appeal to consumers in other 
countries. Together with DKSH, GOO 
Polymers has developed new formulas and 
products to specifi cally cater for the US 
and European markets. Importantly, the new 
products must not only be adapted to suit 
local customers, they also need to be in 
compliance with local regulations. 

Nokia sells to the world
Recent problems notwithstanding, it was 
Nokia’s ability to adapt its products to 
emerging-market tastes that made it the 
world’s biggest cellphone manufacturer. 
By using ‘corporate anthropologists’ to study 
how people in developing countries used 
mobiles and what they expected of them, 
Nokia came up with the Nokia 1100 – a 
cheap handset with an array of simple, 
non-obvious features such as multiple 
address books, built-in fl ashlights and 
ruggedized handsets with dust-free keypads. 
The Nokia 1100 became the world's 
best-selling consumer electronics product, 
selling more than 200 million units.  

Sometimes practical 
considerations drive 
product customization
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Understanding consumers 
Companies are taking wide-ranging approaches to capturing local 
market insights, from capturing store data through to retail analytics.  
By Stephen Edwards. 

When Metro Cash & Carry, one of the 

world's largest wholesale retailers, entered 

the Vietnamese market last decade, it real-

ized that food safety was a major problem in 

the country. There were an estimated 3 mil-

lion cases of food poisoning a year, often due 

to poor hygiene and refrigeration in wet 

markets and street vendors. 

Seizing on this local market knowledge, 

Metro made food safety a core part of its po-

sitioning in Vietnam. It focused its resources 

on suppliers – the majority of whom were 

local – helping to improve their standards, 

access better transport refrigeration, improve 

supply chain management and boost quality 

assurance. The strategy paid off. Vietnamese 

businesses quickly realized that the German 

wholesaler offered consistently fresh, safe 

products for their businesses, and Metro has 

been growing rapidly in the country ever 

since. 

In fact, one of the secrets to Metro’s 

success globally is the flexibility of its busi-

ness philosophy, which adapts to customer 

demand and the characteristics of each 

country it operates in. However, knowing 

how to adapt depends crucially on under-

standing your customers intimately. No-

where is this truer than in Asia, where great 

diversity of cultures, languages and econom-

ic conditions demand a highly customized 

approach in every market.

 

Technology can make survey  
results almost instant
So how do companies capture local market 

insights? The simplest way is to conduct sur-

veys of your target market. Mail, email, 

phone or online surveys are all common-

place, but in some markets the most useful 

data comes from ‘mall intercepts’ where con-

sumers are polled directly in the streets, 

malls or shops. 

Not long ago this kind of research was 

paper-based. Depending on the survey this 

Marketing 
Nivea 
products in 
Thailand
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Obtaining good market intelligence requires a strong relationship with retailers and consumers.

could involve manual quality checks and 

data entry, often making them too slow to 

be useful. “All that sort of stuff is history to-

day,” explains Oskar Kirchner, Vice Presi-

dent of Global Field Marketing at DKSH 

Thailand, “Today we can gather data with 

tablets and make it available instantly. Tech-

nology allows us to do quality control as the 

data comes in and report on it very quickly 

via the web.” To this end, DKSH arms its 

sales force with EchoPlus devices – hand-

held, wireless tools that help provide real-

time access to sales orders and stock checks, 

which in turn helps provide a wide-ranging 

source of market intelligence to suppliers.

With the ability to gather data much 

faster, surveys have become more valuable 

than ever, but they do have drawbacks. The 

wording of a question for example, can in-

fluence the outcome, as can the interviewer. 

While in some countries, respondents will 

not be completely open about their prefer-

ences: “In less developed Asian countries 

there is a tendency for people not to want to 

offend, but to just tell you what you want to 

hear,” says Oskar Kirchner. Nevertheless, 

surveys remain the best way researchers have 

of gathering large amounts of quantitative 

data on specific topics.

When companies need in-depth quali-

tative data however, they often turn to focus 

groups. This puts small groups of people to-

gether to examine their perceptions, opin-

ions and attitudes towards a product, ser-

vice, advertisement, idea or packaging. With 

small sample sizes (often 8-12 per group) a 

single focus group can lead to peculiar or un-

reliable conclusions, so they are often repeat-

ed on multiple groups. Unilever has found a 

novel way to do this by creating what is ef-

fectively a continuous focus group: the 'Uni-

lever Concept Centre’ in Shanghai allows 

hundreds of passing consumers to try house-

hold products – from soup to shampoo – 

while researchers monitor them from behind 

one-way glass. Consumers get free trials and 

samples while Unilever gets a constant 

stream of feedback on their products.

Store intelligence data analyzes  
the moment of purchase
Surveys and focus groups can help compa-

nies understand what will sell in a given 

market, but what if a product that should 

sell – according to the research – fails to 

move once it hits the shelves? The problem 

might not be the product itself, it could be 

the store. Store intelligence consultancies 

help companies measure, observe and opti-

mize the moments running up to a purchase, 

often making the key difference to a prod-

uct’s success. “Our job is basically to help 

our client ensure that, in the store, the gap 

between what the shoppers see and what the 

brands or retailers want them to see, is as 

minimal as possible,” explains Frederic 

Etienbled, CEO of Hypertrade, a consul-

tancy who specialize in store intelligence.

Closing that gap often involves seg-

menting stores and testing different ap-

proaches. Hypertrade will use observation 

and surveys to answer hundreds of questions 

such as: Where do shoppers go in the store? 

Do they see the signs? Do they struggle to 

find the product? Do they remember the 

brand message? This information is com-

bined with sales data – such as volumes, 

prices, range in stock, time of purchase – to 

determine what is needed in the store to in-

fluence shoppers. 

Going the extra mile to gain a 
competitive edge 
Store intelligence represents an advanced 

form of consumer research, and shows just 

how committed many large companies are 

to gaining insight into their customers. This 

‘desire for data’ has also driven some more 

unusual research methods. For example the 

‘disposable camera technique,’ which in-

volves asking participants to take snapshots 

of their social groups using specific products, 

or ‘garbology,’ which analyses rubbish bins 

to see what people are consuming. Compa-

nies like Nielsen even offer ‘consumer neu-

roscience’ services, where a combination of 

“electroencephalography (EEG), eye track-

ing, and galvanic skin response (GSR)” help 

to reveal consumers’ subconscious responses 

to brands, products, stores or campaigns. 

These techniques sound radical, but 

many companies will derive similar conclu-

sions from traditional research methods, or 

even purchase exactly the same research 

from consultancies. Developing new and in-

novative ways to gather data can give com-

panies just the edge they need to develop 

breakthrough products and get ahead of the 

competition.

Stephen Edwards is a journalist and business writer 
based in Perth, Australia. He specializes in emerging 
markets, technology, sustainability and financial 
markets, and writes for publications all around the 
world.
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The power of research and analysis

Accessing Asia’s growing 
innovation potential
Rising interest among multinational firms in shifting at least some of  
their R&D efforts eastwards is having a knock-on effect on the region’s overall  
development. By David Bolchover. 

Consumer demand, especially within the 

expanding middle class, is growing at an ex-

tremely rapid rate throughout Asia. This 

spending is becoming increasingly signifi-

cant within the context of the overall global 

economy, both through the direct demand 

for consumer goods as well as the increased 

derived demand for the industrial technolo-

gy and materials increased consumption 

promotes. Companies with international 

ambitions are thus actively seeking ways to 

develop new products as well as tailor exist-

ing ones for Asian markets. Local innovation 

from those with a developed knowledge of 

the nuances of these markets is therefore es-

sential.

This can be easily seen in a 2010 study 

by the Organization for Economic Co-oper-

ation and Development (OECD) which re-

veals the extraordinary growth of Asian pur-

chasing power. The Asia Pacific region 

accounted for 23% of global middle class 

spending in 2009, but is projected to rise to 

59% by 2030. By way of contrast, the con-

tribution of the United States is set to dwin-

dle from 26% to 10% during the same pe-

riod.1

To cater for the thirst for new products, 

companies are pursuing two distinct strate-

gies. “Large companies tend to open their 

own research and development centers in 

the region,” explains Cesar Saez Solano, 

global Business Line Manager for personal 

care products at DKSH. “Meanwhile, mid-

sized and smaller companies are more likely 

to outsource to third parties such as our-

selves who can provide the local market ex-

pertise. People on the ground understand 

how consumers think and have that in mind 

when developing products.”

Shifting East
The shift in large companies’ research and 

development (R&D) activities towards Asia 

is borne out by the statistics. It is still true 

that the majority of R&D by US multina-

tionals continues to be performed in their 

home market, with US-owned foreign affili-

ates in Western Europe, Canada and Japan 

responsible for most of the remainder of 

companies’ scientific and technological in-

novation. However, the share of R&D per-

formed by these companies’ Asia-located af-

filiates (other than Japan) increased from 

5.3% to 14.4% in the period between 1997 

and 2008.2

For companies that prefer to outsource 

their R&D to specialist local providers, 

DKSH has established a number of innova-

tion centers in various Asian locations which 

each handle a particular specialism. In 2012, 

for example, the company commissioned 

two new innovation centers – one, in Tai-

wan, focuses on introducing new concepts 

and ingredients to the confectionary and 

bakery industry; the other, in Bangkok, spe-

cializes in developing innovative applica-

tions solutions for the coatings industry in 

South East Asia.

Market analysis of the distinctive char-

acter of each particular market provides the 

Minute Maid Pulpy is 
Coca-Cola’s first billion 
dollar brand to emerge 
from China

1  OECD (2010), “The Emerging Middle Class in Developing 
Countries” 

2  National Science Board, “Science and Engineering Indicators 
2012”
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Successful innovation requires a careful combination of research and analysis performed by dedicated professionals.

David Bolchover is a management writer and the 
author of three high-profile business books, including 
Pay Check, The Living Dead, and The 90-Minute 
Manager

impetus for DKSH to address specific needs 

either through developing entirely new con-

cepts or adapting existing products with the 

introduction of new technologies. “Before 

starting any research and development, we 

conduct a thorough analysis, estimating the 

potential for a particular product and how it 

can best be introduced into the market,” says 

Gabriela Gillot, a business development 

manager at DKSH. 

In Japan, for example, the printing ma-

chinery team identified a need in the com-

mercial photographic industry for a com-

pletely new technology. To make pictures 

resistant to fingerprints and smudges before 

being bound into albums, photos had previ-

ously been laminated, a time-consuming 

and costly process. DKSH contacted a do-

mestic varnish manufacturer to produce an 

odor-free UV varnish, which has a similar 

effect to lamination, but ultimately involved 

a 5-10% reduction in costs for photographic 

studios. With the resulting demand, DKSH’s 

varnish customers saw production volumes 

increased fourfold from 2008 to 2011.

Follow-on benefits
With the sheer amount of activity taking 

place in Asia, it is inevitable that some of the 

resulting innovation will benefit not just lo-

cal markets, but will also be used more 

broadly. Minute Maid Pulpy, Coca-Cola’s 

orange drink, is the company’s first billion-

dollar brand to emerge from China. 

Another consequence of burgeoning 

demand in Asia is the improving quality of 

the workforce, which in itself will result in 

the region producing a greater share of glob-

al innovation. In 2011, a study performed 

by Heidrick & Struggles, an executive re-

cruitment firm, sought to measure the com-

parative quality of labor forces throughout 

the world, using estimates of the proportion 

of R&D researchers and technicians and the 

overall technical skills within the popula-

tion. The study placed nine countries from 

the region in the top 30 worldwide, with 

Singapore, Australia and Hong Kong lead-

ing the way. 

As regional governments’ spending 

power increases, educational budgets are on 

the rise, with a further positive impact on 

the quality of the workforce. In the QS Uni-

versity Rankings of the top universities in 

the world to have been founded in the past 

50 years, Asia occupied four of the top five 

places, with Hong Kong, Singapore and 

South Korea represented. 

Asia in a rapid development cycle, with 

increasing consumer demand not only cre-

ates a fertile breeding ground for new ideas 

and products, but also indirectly leads to im-

proved education standards and a more 

skilled workforce to further augment the re-

gion’s recently acquired cutting edge reputa-

tion. With that demand predicted to in-

crease dramatically over the coming decades, 

global innovation’s shift eastwards appears 

set to gather pace.

Nine Asian markets are 
among the top 
30 most innovative 
countries 
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The power of research and analysis

Exploring a world of  
innovative materials
A single change of component material can transform a consumer product, 
but to find such materials, innovative companies must successfully partner 
with suppliers around the world. By Sarah Fister Gale.

Developing new materials requires careful analysis and processing.
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A Global World of Research and Analysis

Sarah Fister Gale is a Chicago-based journalist 
covering business, finance and technology issues

When Apple’s iPhone was introduced in 

2007, it stunned the world with its wide-

ranging software and hardware innovations. 

What many consumers did not realize at 

the time, was that a pivotal innovation was 

made just six weeks prior to launch. Then-

CEO Steve Jobs had discovered a little-

known composite glass made by Corning 

Incorporated, a specialty US glass and ce-

ramics supplier, and decided at the last 

minute to use it in favor of the plastic screen 

Apple had planned. Dubbed “Gorilla 

Glass”, the alkali-aluminosilicate glass was 

thin, lightweight and highly damage-resis-

tant. Jobs recognized it would make the 

iPhone look, feel and work better, and the 

decision helped the iPhone become one of 

the most successful electronic products in 

history.

Today, Gorilla Glass has become the 

default material in many leading smart-

phones, but when first used by Apple it 

demonstrated how a single material can help 

define the success of a new product. Indeed, 

sometimes whole new product categories 

can be created on the back of advances in 

materials science: a prior issue of expand 

highlighted, for example, how nanomateri-

als are helping create products like odor- or 

stain-resistant clothing. 

The challenge for companies, then, lies 

in finding and incorporating such materials 

into new product lines. To make sense of the 

bewildering array of possibilities on the mar-

ket, many companies turn to specialist part-

ners who help them identify prospective 

substances. These can range from a dye that 

changes the feel of a textile, to a chemical 

that improves a shampoo, or even a com-

plete innovation, like styrofoam, cling film 

or teflon. 

Towards open innovation
To find these new materials, companies are 

embracing open innovation – exploring the 

options and materials available across the 

globe to make the connections needed for a 

breakthrough. Daniel Zweidler, a Senior Fel-

low at the Mack Center for Technological 

Innovation at the Wharton School, states 

that such collaborations are key: “You can’t 

just open a catalog or shop online to find 

these ingredients,” he says. “You need long-

term relationships with global suppliers to 

build that trust.”

This is particularly true in South East 

Asia, where some of the most innovative rare 

earth materials are being developed. To give 

just one example, a team at the California 

Institute of Technology, for example, have 

built a solar reactor using cerium oxide – a 

rare earth ingredient sourced from Asia – 

that enables the reactor to absorb solar en-

ergy and use it to convert carbon dioxide 

and water into fuels.  

In the pursuit of new materials, innova-

tion-led companies are embracing a broad 

network of suppliers to tap into the forefront 

of creative ideas and insights from around the 

globe. They are also working closely with spe-

cialty partners, to test and develop the prop-

“It’s not just about  
purchasing commodities.  
It’s about bolstering  
performance through 
collaboration.”  
Jean Francois Malaval, DKSH

erties needed from a new material. “It’s not 

just about purchasing commodities. It’s about 

bolstering performance through collabora-

tion,” says Jean Francois Malaval, DKSH's 

Technical Service Manager for Europe in the 

personal care and cosmetics division. 

Malaval gives a useful example of how 

such collaboration can play out from the cos-

metics industry, where concern has been 

mounting about heavy metal pollution cor-

rupting the natural mica in pressed powders. 

To deal with this, a major European cosmet-

ics company shared the need for an alterna-

tive to natural mica with the DKSH team, as 

part of its quest to start finding an substitute. 

Several months later, Malaval met with 

a mid-sized Japanese supplier who was de-

veloping a synthetic mica alternative. “It has 

the same properties as natural mica, but with 

zero heavy metals,” he said. DKSH worked 

with the supplier to develop this, to meet the 

necessary quality and safety standards, and 

was then able to bring it to the cosmetics 

company – well before it was commercially 

available. This helped them accelerate their 

plans to bring a new product to market 

ahead of their rivals. 

The key to stories like this is for compa-

nies, their suppliers and specialty partners, 

to collaborate to solve problems, rather than 

attempt to solve the issue on their own, 

through trial and error. “The company didn’t 

ask for synthetic mica, but we knew they 

were concerned about heavy metals,” ex-

plains Malaval. “When we saw what the sup-

plier in Japan was working on, we made the 

connection.”
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Taking a rich history to 
new markets
Cerebos Pacific Limited (Cerebos) is a leading food and health supplements  
enterprise headquartered in Singapore. It distributes across Asia, with  
more than 400 million bottles of BRAND’S® sold in 2011. Dr. Lackana  
Leelayouthayotin, the CEO of Cerebos’ Health Supplement Division,  
talks to expand about Cerebos’ long history and how that has positioned the 
company well to keep pace with the modern socio-economic trends in Asia.

Cerebos has a very interesting intercul-
tural history. Can you please share a bit of 
this with us?
Cerebos has two main product groups. The 

first is health supplements and the second 

coffee and food. Coffee and food are mainly 

on sale in Australia and New Zealand, but in 

Asia we focus mostly on health supplements. 

The key product here is BRAND’S® which 

has a long history, dating back to 1835 in 

the reign of King George IV.  

H. W. Brand was a chef in the Royal 

Palace, so he created this chicken soup con-

centrate for the King. After he retired, he 

opened a shop in Mayfair to sell this Essence 

of Chicken. During the Second World War, 

many British soldiers were sent to Malaysia 

and Singapore. They got wounded and sick, 

so the military sent Essence of Chicken to 

the British soldiers to nourish them.

If you go to Malaysia or Singapore, 

people know this product well. After the 

War ended, we set up our first factory in Sin-

gapore, and then another one in Malaysia. 

Then we opened more in Thailand, Indone-

sia, Taiwan and China. Later on, we made a 

decision to close down the factory in Singa-

pore because of the high cost and we estab-

lished our export base in Thailand. So now 

we have four manufacturing locations, in 

Thailand, Malaysia, Taiwan and China.  

So BRAND’S® came initially to the 

countries where the British troops were sta-

tioned, and then it spread across Asia. It is a 

market leader in the countries that we oper-

ate because of our long history and the prod-

uct quality, but also as a result of the brand 

loyalty and trust passed down from genera-

tion to generation.  

What are some of the main demographic 
and socio-economic trends impacting your 
business in Asia? How is Cerebos position-
ing itself to capitalize on these trends?
There are many trends. First, today there are 

more educated people across many Asian 

countries. With more education and knowl-

edge, people want to live fuller and healthier 

lifestyles. So we have to really change our-

selves to fit their needs. In the past the only 

lines we offered were BRAND’S® Essence of 

Chicken and BRAND’S® Bird’s Nest. Now 

we have extended our Essence of Chicken 

line to include the Herbal range, fortified 

with ginseng, cordyceps or lingzhi.

Secondly, increasing numbers of wom-

en today are choosing not to stay at home as 

housewives. Working women especially 

want to look good and feel good despite 

their busy lifestyles. There is a need for 

health supplements that meet specific needs, 

so we developed BRAND’S® InnerShine®, a 

drink filled with essential nutrients for peo-

ple who want to have “beauty from within”. 

Thirdly, given ageing populations, 

BRAND’S® Essence of Chicken is important 

because it contributes to the brain’s healthy 

function. We have conducted clinical studies 

in Indonesia to prove it: we had two groups 

of students, one is taking BRAND’S®, the 

Cerebos

Lackana Leelayouthayotin, CEO, 
Cerebos Health Supplement Division
Dr. Lackana joined Cerebos (Thailand) 
Limited (CTL) in 1988 and was promoted to 
the position of Chief Executive Officer of 
CTL in 1997. She was appointed as an 
Executive Director on the Board of CPL on  
May 10, 2005 and appointed as Executive 
Vice President and Chief Executive Officer of 
Cerebos Health Supplement Division 
effective on July 1, 2010. 
As CEO of Cerebos Health Supplement 
Division, Dr. Lackana also serves as Director 
of various subsidiaries of CPL Group and 
also of Tipco F&B Co., Ltd, Thailand. She has 
over 27 years of experience in the food 
business and holds a Bachelor of Science 
degree in Chemistry from Chulalongkorn 
University in Thailand, an MBA in Marketing 
from the Catholic University of Leuven in 
Belgium and a DBA in Marketing from the 
University of Southern Queensland in 
Australia. She is a Member of the Commit-
tee of the Thai Red Cross Society, a panel 
judge for MAI Bangkok Business Challenge 
organized by SASIN University, and a 
Member of the Committee of the National 
Innovation Awards in Thailand.



DKSH’s magazine for Market Expansion Services 21

“With more education and knowledge, people want to live healthier lifestyles.” - Dr. Lackana Leelayouthayotin, CEO, Cerebos Health Supplement Division.
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other not. The studies showed that the stu-

dent group that was taking BRAND’S® per-

formed better in mathematics and memory-

related tasks. Research shows that dipeptides 

(a type of molecule that includes two amino 

acids) are released during the unique, pat-

ented, double boiling process used when 

making the chicken essence. It not only 

works for students, it is good for working 

people and the elderly. It helps strengthen 

the memory and can also prevent other 

forms of brain deterioration.  

The other big trend is in internet mar-

keting.  Our company has invested heavily 

to build our digital platform to cater to our 

consumers as they move to online and mo-

bile media. We also believe e-commerce and 

home delivery will become an increasingly 

important channel due to the growing pop-

ularity of home and online shopping.

Every consumer has a moment of truth 

before they decide to buy a product. They 

might read about it on the internet or search 

for information somewhere. We aim to en-

gage them during this first moment of truth, 

as well as during the second moment of 

truth after they’ve actually used the product. 

We’ve put a lot of information on our web-

site, with our website address on the packag-

ing. We’ve even put QR (Quick Response) 

codes on some of our packaging, so that cus-

tomers can just scan the code with their mo-

bile devices and get directed to our site.

How does the fast growing middle class in 
Asia impact your business and product 
portfolio? What are the logistical chal-
lenges?
The growing middle class is having a huge 

impact. When people have money, they 

want to stay healthy and they want to live 

longer, so some products become very im-

portant to them; and as disposable incomes 

go up, more people can buy our products. 

There are some logistical challenges, 

because consumers are shopping through 

multiple channels. For example, you can buy 

our products in the shop, or order them 

from the internet. At the same time, in some 

countries like Taiwan, we have our own sales 

force. In places like Singapore, we also have 

direct sales through telesales, so we’ve really 

set up a lot of distribution models to serve 

the consumer.  

As a Japanese owned company, what 
challenges do you face expanding into other 
Asian markets, and how are you addressing 
them? For example, are there issues around 
talent management, infrastructure 
development, or political uncertainties?
Cerebos has a Japanese owner (Suntory), but 

actually there are many different nationali-

ties working in our company. We are run as 

an Asian company. We do not have sales in 

Japan, so it’s quite a unique model.

In terms of talent, of course it’s always a 

challenge when you’re expanding your busi-

ness. The more countries you go into, the 

more problems in cross-cultural talent man-

agement you’re going to face and we really 

focus on that quite a lot. This year, we are 

starting a big HR project that will hopefully 

benefit us in the next few years. It’s called 

“Grow from within” because we believe our 

companies grow together with our people. 

It’s something to create loyalty and career 

paths so they’ll stay with the company, and 

also to ensure that the capability of our peo-

ple develops in the long run.

You need to have good people to run 

your business in different countries and the 

more countries you have, the more issues 

you have to research. And because 

BRAND’S® is a very unique product, you 

cannot easily find people who can sell it. You 

need to make sure they understand the ben-

efits because that is crucial when selling 

health supplements which are more complex 

than personal care products. So we’ve got to 

make sure our people understand the science 

behind the product and the importance of 

product development in this area.

Cerebos has been busy entering new 
markets, pushing further into China and 
trying to penetrate Indonesia and Viet-
nam. What is your outlook for these new 
markets? What are the opportunities you 
see?
We entered Vietnam a long time ago, in 

the late 1990s and are doing very well so 

far. Myanmar is also a big opportunity for 

us. We entered in 1996 and we are doing 

very well there, with high annual double-

digit growth, similar to Vietnam. Now we 

are focusing on Indonesia. Even though it 

is somewhat small now, it has the poten-

tial for huge growth. So I foresee lots of 

opportunities for us. For all three markets 

we expect sustained growth over the next 

decade.

We focus on the major cities. For ex-

ample, in Myanmar we have a big presence 

in Mandalay and Yangon. For Vietnam, we 

focus on Ho Chi Minh City and Hanoi. In 

Indonesia, we focus on Jakarta, Surabaya 

and Medan, so we are very focused at this 

stage on our emerging market development. 

We have to make sure the model is working 

fine before we expand. Also, we try to con-

quer one city before moving on to the next.

China is a difficult market, one that is a 

little bit different because the country is so 

big and the cost of operations is very high. 

“Consumers now go 
anywhere and every-
where to shop.”

Every Cerebos product is the result of years of 
scientific study and research.
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Dr. Leelayouthayotin 
holds up Cerebos's 
flagship product: 
BRAND‘S® Essence of 
Chicken.

FactBox

Cerebos Pacific Limited traces its name to 
1892 when a French chemical engineer 
decided to mix calcium phosphate with salt 
and invented dry-pouring salt.  
The brand name ‘Cerebos’ was registered - 
derived from ‘Ceres’ for the roman goddess 
of wheat harvest, and ‘os’ from the French 
word for ‘bone’ that the phosphates in salt 
strengthen. 
Cerebos subsequently grew to include a 
wide range of food products acquiring 
Brand & Company in 1959 but was in turn 
acquired by Rank Hovis McDougall PLC 
(RHM) in 1968. 
The modern history of Cerebos thus begins 
in 1981 in Singapore when Cerebos Pacific 
Limited was formed and bought over all 
RHM subsidiaries in the Far East in 1982. 
Listed on the Singapore Exchange Securities 
Limited (SGX) since 1983, Cerebos is now a 
leading food company with its corporate 
headquarters in Singapore and provides 
management services to subsidiary and asso-
ciate companies in the Asia Pacific. Its 
flagship product, BRAND’S® Essence of 
Chicken is the category leader. Its main 
markets are Thailand, Taiwan, Singapore, 
Malaysia, Hong Kong and China. More than 
400 million bottles of BRAND'S® products 
were sold last year. In Australasia, Cerebos' 
products include gravies, sauces, coffee and 
cooking aids marketed under established 
brand names including Fountain, Gravox, 
Robert Harris, Toby’s Estate, Caffe L’affare, 
Atomic, Mocopan and Gregg’s.

We have not yet settled on the right distribu-

tion model. I think it’s still a challenge for 

Cerebos, unlike other emerging markets 

where we know how to manage because the 

countries are not that large and complex.

As Cerebos enters into new markets, how 
does it tailor its products to local tastes?
Our products always have the same taste, be-

cause we have a winning formula. 

BRAND’S® tastes the same wherever you 

buy it. As a Japanese owned company, one of 

our strengths is quality – we used to be a 

British company until Suntory, our parent 

company, took over Cerebos in 1990.  Since 

then, we’ve put a lot of effort into improving 

the quality and the production capabilities, 

so I think it’s a good marriage between the 

two.  

Because I have worked with the com-

pany for quite a long time, I have experi-

enced life both under British and Japanese 

ownership. Each one has their own unique 

strong points and it really creates a lot of 

synergies for the company. It’s a good merger 

between two different values, one that ben-

efits both sides by coming together. 

Therefore, we have a strong brand and 

product, borne of the merger between Brit-

ish and Japanese values, and there is no need 

to change it or tailor it for different markets. 

Certainly we have to comply with each 

country’s regulations in terms of packaging, 

but we still try to hold the look and make it 

consistent across the whole region.

In what ways has DKSH helped and is still 
helping with your business growth? 
Cerebos has a long history with DKSH in 

Thailand, since 1972. They are doing a fan-

tastic job, and keep on improving their ser-

vices. In that market, we don’t have a sales 

force, we have a marketing team, so our job 

is about creating awareness and communi-

cating the benefits of the product. However, 

the DKSH sales team is very experienced 

and capable. It started small, but is now 

huge. They are exceptional partners in Thai-

land, so we’re really happy with their service 

over there. 

They distribute our product every-

where in Thailand. Anywhere you go, even 

to the most remote areas of Thailand, you 

will see BRAND’S® in the chiller of the small 

shop. They do a good job in terms of distri-

bution and also in terms of managing the 

trade. From there, we expanded our collabo-

ration, and we now work with DKSH in 

Malaysia, Singapore, and even in some 

emerging markets like Laos, Cambodia, and 

Vietnam.

DKSH manages all distribution and 

merchandising. And they really are a true 

partner that goes the extra mile, unlike some 

other distributors who do only the basic job. 

“We have local R&D 
centers close to our  
different factories.”
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Thailand, Taiwan, Malaysia and China. We 

conduct planned trials there, with local con-

sumers and equipment. And we also cooper-

ate with many established universities in dif-

ferent parts of Asia. We do lots of clinical 

and non-clinical trials with them. That’s why 

we have more than thirty pieces of clinical 

research already published and we are work-

ing on more.

Commodity and food prices have been 
volatile over the past few years. How has 
Cerebos dealt with these price fluctuations?
This is a problem that everybody faces now, 

because commodity prices have been going 

up and raw material input prices have been 

going up. One thing we’ve tried to do is in-

crease production volumes in our factories 

to reap economies of scale. We’ve also tried 

to become more efficient in our production 

processes. That has allowed us to keep our 

prices down.

But not just production, it’s the same 

thing with our branding and marketing 

campaigns; we focus on getting good returns 

for all these activities. For instance, with the 

shift from traditional to digital media, we’ve 

managed to bring down our marketing 

spend in some areas. That has allowed us to 

absorb some higher costs from other parts of 

the business.  

You’ve been with Cerebos for 24 years, and 
you’ve been the CEO of Cerebos Thailand 
for 15 years. In all this time, what are you 
proudest of accomplishing at the company?

There are three main things. The first 

is that our business in Thailand is today 

more than 100 times the size when I took 

over in 1998. The second is the great rela-

tionships that I have made over the years, 

with colleagues, sales associates, the trades-

people in all the little outlets all over Thai-

land, and with DKSH employees. The 

third is corporate social responsibility 

(CSR). When Cerebos Thailand began its 

CSR initiatives in 1990, nobody in the 

country had heard of CSR. Among other 

things, we started the BRAND’S® Summer 

Camp, which has helped over 40,000 stu-

dents prepare for university examinations 

in Thailand.

When you have issues and you want to solve 

a problem, they will come and brainstorm 

and work together. It’s a very close relation-

ship with our marketing team.

Cerebos has recently set up a Group 
Quality Assurance department. How has 
this allowed the firm to strengthen its 
quality standards?
This function was set up to make sure we are 

not looking at product quality purely from a 

regulatory perspective. We want to ensure 

that there is traceability back to the farms. 

So from “farm to mouth”, we want to make 

sure there is quality control across the whole 

supply chain. 

For every bottle of BRAND’S® Es-

sence of Chicken we produce, there are 

more than 200 processes to control just 

within our factory. Now, if we want to go 

further up the supply chain to the farm, 

there will be many more issues and consid-

erations. It’s a similar story for our 

BRAND’S® Bird’s Nest, which requires 149 

steps to control the quality. Now that we 

extend the traceability back to the farm, the 

process is even more stringent. So the con-

sumer can always trust the product and rest 

assured that it’s safe.

How has new product development or 
R&D strategies evolved over the past few 
years?
New product development is one of our key 

focus areas in our ten-year plan. We don’t 

just want any new product; we want to make 

sure every new product is backed up by solid 

scientific research. That is why we don’t have 

such a wide product range. Every single 

product is the result of years of scientific 

study and research. It takes time but you cre-

ate something good for the consumer.

We have set up our regional R&D and 

product development center in Singapore. 

We also have the BRAND’S® Brain Research 

Center there. It is a place where we conduct 

extensive, in-depth experiments and trials 

into brain function. We measure brain func-

tion before and after participants consume 

our BRAND’S® Essence of Chicken.

We also have local R&D centers close 

to our different factories, for example, in 

Lackana Leelayouthayotin:  
this or that?

Cash or credit card? 
Both
BlackBerry or iPhone? 
I love my iPhone more than the Black erry 
but I use both 
Wall Street Journal or Financial Times?
Financial Times
Sushi or pasta? 
Sushi
Dark or milk chocolate? 
Don’t eat chocolate
Tea or coffee? 
Tea
Wine or beer? 
Wine
Golf or sailing? 
Neither
Tina Turner or Mozart? 
Mozart
Sea or mountain? 
Sea

B



HE LOVES DIFFICULT CUSTOMERS. 
IT’S MORE FUN TO EXCEED THEIR 
EXPECTATIONS.

Just how much Fischer’s products are in demand is clear from the moment you visit the company’s 
website: apart from English, French and German, there are also versions in Chinese and Japanese. No 
wonder: the precision spindles developed by Technical Director Thomas Frisch are among the best in 
the industry. Striving to attain international standards: that’s something MOTOREX also stands for. And 
why we are precisely the right partner for Fischer. Find out more about how our oils are helping com-
panies from a wide range of industries establish leading positions for themselves: www.motorex.com 

Thomas Frisch, Technical Director Fischer AG Precision Spindles

WHY DO YOU THINK 
HE SWEARS BY US?
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Smoothing the road to 
success
Distributing goods in many emerging markets can be fraught with dif-
ficulties from road conditions to temperature extremes. Preparedness and 
agility are key to serving these huge potential markets. By Gerri Chanel. 

Getting goods from A to B has become 

faster and more accurate in developed coun-

tries, particularly with the advent of ever-

smarter logistics technology, but hi-tech sys-

tems do little to help if there are no railway 

lines or airports, and no decent roads to your 

destination. In many emerging markets these 

distribution challenges arise when the pace of 

market growth outstrips the pace of infra-

structure development. Across the vast diver-

sity of Asia, such difficulties can range from 

roads in poor condition to no roads at all, 

from chronic traffic congestion to insuffi-

cient capacity at ports, from the chaos caused 

by monsoons to stifling heat waves. These 

conditions can quickly cause significant de-

lays in getting goods to their destination, or 

even ruin or otherwise threaten the viability 

of the products themselves. 

Nevertheless, overcoming such obsta-

cles is key to serving these vast potential 

markets. To do so, companies across the re-

gion are exploring a range of unique ap-

proaches to get their goods to market. “We’re 

always creative in solving such issues,” says 

Jonathan Guyett, Vice President Supply 

Chain at DKSH. Guyett has worked in de-

veloping markets, including Latin America, 

Asia, and the Middle East for the past 18 

years, and notes that: “As a manager in these 

kinds of markets, you learn that you have to 

be both agile and prepared. These conditions 

are not crises, this is the normal stuff.”

In addition to potholed roads and col-

lapsed bridges, border delays are another 

common challenge. Some are predictable: in 

Central Asia, trucks can easily face a delay of 

three days at a border post. Other roadblocks 

happen without warning. “Going from 

Thailand into Myanmar, you could get a call 

that says, ‘There are some insurgents on the 

border and they’ve closed it.’ So you have to 

re-route through another border area or 

bring the product back and reship it later,” 

explains Guyett. “You have to allow enough 

lead time, be sure you have enough inven-

tory where you need it to allow for certain 

delays and to make sure that if things hap-

pen, you can still pull back and find an alter-

native.” 

There is also the reality of crowded, 

slow-moving roads. Trucks often share nar-

row roads not only with cars, but also scoot-

ers, bicycles, handcarts, donkey carts and old 

tractors, not to mention mules, cows and 

goats in some developing countries. Accord-

ing to the consulting firm McKinsey, the 

average speed of a truck on Indian highways 

is just 35km per hour. And in cities such as 

Bangkok, Jakarta, Ho Chi Minh City and 

Manila, the sheer number of vehicles can 

bring traffic to a standstill for hours or even 

days. 

“Last mile” distribution
In developed economies, pallets of merchan-

dise often go from huge loading bays to 

18-wheel tractor-trailers that bring goods di-
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Infrastructure in many countries can be rudimentary, and success depends on being able to anticipate and overcome any obstacles.
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Case Study

In depth: DKSH’s 2011 flood response    
In 2011, Thailand suffered the worst floods 
in half a century. By October, floodwaters 
that had begun in July in the northern 
provinces flowed south and began to cause 
catastrophic flooding in and around 
Bangkok. Despite the widespread havoc, 
DKSH’s main Healthcare distribution center 
in Bangkok continued to deliver. Only several 
years old, the center had been designed for 
zero disruption, according to Vattsattavas 
Mahakusol, a Logistics Director for DKSH in 
Thailand. It was designed to run on genera-
tors if needed and had an adequate supply 
of fuel to run them, as well as a special 
concrete wall and a number of proprietary 
water defenses. In addition, because DKSH 
knew the floods were on the way, the center 
was able to add extra equipment before the 
water arrived and to quickly build a new 
wall.  
The main challenge faced was getting 
healthcare products to customers such as 
drugstores, pharmacies, clinics and hospitals 
in flooded and rural areas, as well as 
maintaining direct deliveries to patients 
depending on lifesaving medicine, many of 
whom were cut off from regular means of 
transportation. 
Instead of using the small pickup trucks 
normally used to deliver these products, 
operational teams switched to using 6- and 
18- wheeler tractor-trailers to overcome the 
height of the water in many flooded areas 
that could not be reached by smaller, lower 
vehicles. In heavily flooded areas where even 
those large trucks could not move further, 
DKSH operated with mobile cross docks and 
transshipped the goods to boats which the 
company bought or rented for this purpose. 
One normal operating procedure that 
helped was an arrangement with hospitals 
regarding medical devices. Because of 
distribution challenges, DKSH normally 
keeps some stock in hospitals to ensure it is 
readily available when needed. As a result, 
the flood did not disrupt this supply. In other 
situations, larger trucks or boats were used 

to deliver. And if there was no other access 
to hospitals, employees walked a kilometer 
or more in hip-high water to make delivery. 
Saline solution needed at home by kidney 
dialysis patients was another story. Patients 
normally have only a two-week supply on 
hand, but the floods lasted six weeks. To 
help cope with this, staff delivered the saline 
by boat, on a home-by-home basis.  
All told, DKSH continued operating at full 
capacity during the flooding and its core 
distribution facilities and customer care func-
tions continued to run at capacity, even 
when the staff numbers were restricted due 
to their inability to get to work. 
Going forward, DKSH is taking preparations 
to yet another level. One measure includes 
protection of the distribution center against 
2.5 meters of water, which would bring all 
of Bangkok under water. In addition, the 
company has plans for keeping supplies in 
supplemental locations and regularly 
conducts special preparedness training so 
that emergency teams will have well-honed 
skills for setting up walls, moving equipment 
and making deliveries in high water.

DKSH deliveries continued as usual, despite the flooding and vehicle changes.
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not only rapid delivery, but also suitable and 

reliable refrigerated warehouses and carriers 

that together form an unbroken tempera-

ture-controlled cold chain from factory or 

farm, right through to warehouses and retail 

shelves. By contrast, distribution in emerg-

ing countries often involves delays, nonexis-

tent or unreliable cold facilities, lack of ade-

quate knowledge and training, inadequate 

shipment regulations and unreliable electric 

power.

Consider the case of vaccines, which 

must be protected against freezing as well as 

heat. This requires strict controls to main-

tain and track the temperatures throughout 

the supply chain, with stringent procedures 

and relevant equipment to protect against 

power outages. Given the sensitivity of such 

wares, careful tracking is also needed of what 

boxes and cold packs are used and total 

transport time is monitored. At DKSH, for 

example, if a vaccine isn’t delivered within a 

prescribed time, it is called back and de-

stroyed,” notes Guyett.  

Managing the unknown
These “business as usual” risks can be con-

trolled through adequate processes. But then 

there is the risk of the unknown. In October 

2008, for example, torrential rainstorms 

pounded Vietnam’s capital, Hanoi, resulting 

in the worst floods the city had ever seen. In 

2011, companies faced massive flooding in 

Thailand (see case study) and the earthquake, 

tsunami and nuclear disaster in Japan. New 

Zealand suffered major earthquake damage 

in both 2010 and 2011. How can companies 

manage the risks from natural disasters and 

other unforeseen risks to the supply chain? 

For companies trying to navigate such 

issues, there are several keys to being pre-

pared. The first is scenario planning to iden-

tify critical vulnerabilities. Then, as Paul 

Kleindorfer, professor of operations and in-

formation management at Wharton, has 

long warned: “It is essential to increase the 

capacity of the supply chain – within reason-

able limits – to sustain and absorb disrup-

tion without serious impact” by building in 

redundancy and contingent capacity for 

critical items. This can buck traditional 

thinking. For example, many firms have fo-

cused on just-in-time strategies and econo-

mies of scale within their supply chains that 

rely on a single distribution center or sup-

plier, but these strategies can create the risk 

of single major points of failure. “In the new 

paradigm, you have to build flexibility into 

your supply chain,” notes Guyett. “You can’t 

build a complete shadow supply chain, but 

maybe you can split your capacity into two 

geographies. It is also important to have con-

tingent relationships and capacities with 

third parties that can be used if things go 

wrong, as well as having enough inventory 

where needed to allow for certain delays.” 

Another key is having strong organiza-

tion, decision-making and resource alloca-

tion protocols in place ahead of time. In 

emerging markets, given the random nature 

of issues that can crop up, the ability to re-

spond, make rapid decisions and empower 

the decision-making is crucial. Furthermore, 

this can often require a different manage-

ment and communication style than what 

many Western managers may be used to.

The agile supply chain 
With today’s supply chains so interconnect-

ed, the consequences of a failure at any link 

can reverberate throughout (impact the en-

tire) the chain. In emerging markets, where 

those links are more fragile, robust manage-

ment, contingency planning and agility are 

key factors in success. Says Guyett, “I’m 

pretty convinced there’s another natural di-

saster around the corner in one of the geogra-

phies that we manage.” In emerging markets, 

that’s not negative thinking, it’s simply smart 

business planning and preparation.” 

Gerri Chanel is an award-winning writer covering 
business, technology and consumer issues. She is based 
in New York and Paris.

“In the new paradigm, 
you have to build flex-
ibility into your supply 
chain”Jonathan Guyett, DKSH

Maintaining product 
quality in hot climates is 
a key challenge

rectly to large stores. In emerging markets, by 

contrast, there is a cascade of distribution 

that ends at many small delivery points, with 

delivery by motorcycle, bicycles, pushcarts 

and even by foot. In Bangkok, many rely on 

the 40,000-plus for-hire motorcycles (mo-

torcycle rub jang) that can zigzag through 

stalled traffic and squeeze into vacant road 

slots, says Robert Cervero, author of Infor-

mal Transport in the Developing World. 

This method of delivery is part of a 

broader trend of micro-distribution to access 

remote markets where roads may not be 

available. For example, Unilever’s Project 

Shakti reaches rural areas that have limited 

or no retail distribution networks, little or 

no advertising coverage and poor roads and 

transport links. To reach such places, the 

company recruits and trains women in rural 

areas to act as direct sales operators. By the 

end of 2010, over 45,000 entrepreneurs 

were selling products to 3 million house-

holds in 100,000 villages. The Shakti model 

now includes shaktimaans (men on bicycles) 

and the program has been deployed in Ban-

gladesh, Vietnam and Sri Lanka.

In Thailand, for example, Unilever has 

a partnership with DKSH to bring Wall’s ice 

cream to millions through a sophisticated 

supply chain that includes selling via special-

ized ice cream bikes. “Micro-distribution is a 

surprisingly complex endeavor,” Guyett says, 

“and not many people can get their product 

to the smaller markets. Good management 

on the ground is critical, ensuring careful 

cost management due to the small individu-

al volumes and control over deliveries, which 

are often made in cash and micro-credit.”

For perishable goods, heat is another 

challenge: physical product quality has to be 

maintained in ambient temperatures that 

regularly rise to over 40˚C. Developed econ-

omies have an infrastructure that provides 
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The rise of Asia’s new  
corporate giants
A generation of Eastern multinationals, some already familiar but 
others largely unknown, are challenging assumptions about the dynamics 
of global competition. By David Prosser. 

For many chief executives of Western 

multinational companies, the developing 

economies of Asia represent the Promised 

Land. Where else will they find the demand 

needed to keep fuelling the growth of their 

business? However, there’s also a challenge in 

all this, as the days are over when large 

American or European companies could ex-

pect little in the way of organized local com-

petition. Asia has produced its own class of 

multinational companies, many of which are 

as competitive and professionally managed 

as any rival from the developed world.

For example, take Jollibee, the home 

grown Filipino company that famously de-

cided to go head-to-head with McDonalds 

when the US fast food chain expanded into 

the Philippines in the 1980s. To the surprise 

of the US giant, Jollibee won the battle con-

vincingly and established itself as the biggest 

local fast food brand, a position it has held 

ever since. In more recent times, Jollibee has 

moved from defending its home market to 

expanding internationally. In 2008, it got 

just 3% of its revenues from foreign opera-

tions, but by 2011, this had shot up to 20%, 

with an aim of generating half of all revenues 

abroad by 2016. 

Nevertheless, despite an increasing 

number of success stories like Jollibee, glob-

ally recognized Asian multinationals remain 

a minority today. While they may not be 

household names, they represent a growing 

challenge. A much broader group of success-

ful Asian businesses are now competing with 

their developed market rivals, despite being 

largely unknown outside their domestic 

markets. 

Bigger and bigger
“Economies in Asia, particularly those in 

East Asia have undergone a transformation 

that has been more rapid and extensive than 

in any other region in the world,” explains 

Premachandra Athukorala, Professor of Eco-

nomics at The Australian National Univer-

sity’s Research School of Pacific and Asian 

Studies. “By the turn of the 20th Century, 

all major countries in the region, besides 

Myanmar and North Korea, had become 

more open to foreign trade and investment.”

One result has been the rise of the 

Asian multinational. In Forbes’ annual rank-

ing of the world’s 2,000 biggest and most 

powerful companies, Asia Pacific has con-

tributed the largest number of companies to 

the list for four years running. In 2012, this 

represented some 733 businesses. Just over a 

third of these companies are based in Japan 

today, but Asia’s most developed economy is 

facing increasing competition. Thailand and 

the Philippines, for example, are both prom-

inent placed in the 2012 Forbes rankings, 

while Indonesia isn’t far behind. 

As these Asian multinationals have 

multiplied, the effect on the movement of 

capital around the world has been dramatic. 

The United Nations Conference on Trade 

and Development (UNCTAD) says that in 

2010, the most recent year for which figures 

are available, foreign direct investment from 

Asian developing economies reached over 

USD 244.6 billion, almost 19% of the glob-

al total of USD 1.3 trillion – more than 

double what it was just five years previously. 

For now, though, investment into Asia 

still outstrips the region’s outbound flows. In-

ward investment in 2010, according to UNC-

TAD, totaled USD 357.8 billion, around a 

third more than Asian FDI. But just five years 

prior, inward flows were nearly three times 

more, highlighting the rate of change. 

In short, what is being witnessed is 

nothing less than a major shift in global eco-

nomic power. When once Asia was depen-

dent on the West, today it is a crucial player 

in the global economy. Its companies are as 

likely to be leaders in their particular mar-

kets as their rivals from other parts of the 

world. And the trend is continuing. “Com-

panies from developing Asia have been ac-

tively taking over companies in the devel-

oped world, including through a number of 

very large acquisitions,” notes UNCTAD’s 

latest report.

Tomorrow’s market leaders
So who are these companies and how have 

they achieved such phenomenal growth? 

Some are familiar as the first generation of 

In 2012, 733 of the 
Forbes Global 2,000 hail 
from Asia Pacific.
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Asian brands dominate the Asian marketplace.
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now-global Asian brands - such as Wipro, 

Infosys, Tata, Lenovo, Haier, Haisense and 

Huawei – but beyond these, there is a huge 

and rapidly expanding number of lesser-

known companies, which are growing 

quickly both within the domestic and inner-

Asian markets – and now also abroad. Ex-

amples include Johnson Electric, the Hong 

Kong company that holds half the global 

market for miniature motors, or Bumi Re-

sources, the Indonesian mining house. 

Meanwhile Petronas, Malaysia’s oil super-

power, and PTT, the Thai energy group, are 

becoming genuine global players in their do-

mains.

These stories may not be well known 

within Western markets, but they are im-

pressive. Take Indorama Ventures of Thai-

land. It is now the world’s largest producer 

of polyethylene terephthalate (PET), used to 

make plastic bottles, and now has a manu-

facturing presence in the US, Europe and 

Asia. Sales have been growing by 60% a year 

since 2007 and 85% of these revenues are 

generated overseas.

Or there’s Indonesia’s Wilmar Interna-

tional, which sells more palm oil than any 

other company in the world. It clients span 

50 countries and the firm has some 400 sub-

sidiaries around the world. Sales totalled 

USD 44.7 billion in 2010, with 77% of 

those revenues coming from outside of Asia.

The list is long and growing all the 

time. At DKSH, 25% of its top 400 clients 

are now of Asian origin, including growing 

brands such as health products firm Cerebos 

(see our interview earlier in this issue), Tak-

enoi, a Japanese food company, Thai bever-

age firm Malee, and pharmaceutical manu-

facturers, such as Japan’s Taisho and 

Nichi-Iko, to name just a few. Companies 

like these, while relatively unknown in most 

western markets, represent stiff competition 

for foreign firms with hopes of Asian expan-

sion. Over time, they will also look to chal-

lenge their more prominent global rivals in 

their own backyards. 

Would-be multinationals that begin 

life in Asia have certain advantages courtesy 

of their home markets. Better rates of growth 

in many developing Asian economies, cou-

pled to the power and size of the inner-Asian 

trade, have enabled successful companies to 

build scale quickly while also generating cash 

on their balance sheets that can be invested 

abroad. Costs have tended to be lower.

Then there is the positive effect of com-

petition. Protectionists feared that the liber-

alization seen in many Asian economies over 

the past two decades would damage domes-

tic interests. Instead, Asian companies have 

studied their new rivals and learned; their 

developing skills were then put to use com-

peting with the Western multinationals at 

home and taking the battle to them globally.

There have been some cultural advan-

tages too. Many of Asia’s most successful 

multinationals are largely private or family-

run companies – South Korea’s Samsung, for 

example, is controlled by the Lee family, as is 

rival LG by the Koo and Huh families. In 

Indonesia, Sudono Salim’s Salim Group is 

another example, with sprawling interests 

ranging from food to property. That has of-

ten enabled them to make quick decisions 

and to develop unfettered by the often short-

term demands of shareholders.

Global challengers
The bottom line for those Western chief ex-

ecutives who covet the Asian markets is that 

they cannot expect to have them all to them-

selves. Boston Consulting Group, a manage-

ment consultancy that has been studying the 

rise of what it calls “global challengers”, says 

developed market multinationals now need 

to rethink their assumptions in the context 

of several emerging trends:

 The challenges of building global con-
sumer brands. There has often been an 

assumption in the West that the Asian 

challenge is built on cost alone – and that 

David Prosser is a London-based journalist who 
writes on business affairs, the economy and personal 
finance. He is a former Business Editor of The 
Independent newspaper.

brand value might therefore defeat it. But 

many Asian multinationals are investing 

heavily in their brands, often through ac-

quisition. Thailand’s seafood giant, Thai 

Union Frozen Products, has bought a 

string of European companies

 The rise of diversified conglomerates. 
The business model for a significant num-

ber of Asian multinationals has been 

largely rejected by developed economy ri-

vals. But the conglomerate strategy pur-

sued by companies such as the Salim 

Group, for example, with subsidiaries 

given autonomy from a nonetheless 

strong corporate center, has been very suc-

cessful

 The increasing reliance on partnerships. 
Asian multinationals have been quick to 

identify fruitful opportunities for collabo-

ration – both with each other and devel-

oped economy companies. Partnerships 

have helped many Asian businesses 

achieve scale more quickly or bridge skills 

gaps

 The rush for natural resources. Global 

challengers need increasing quantities of 

natural resources in order to continue 

growing at their current pace. Companies 

from Asia have made a wide range of deals 

and acquisitions to this end. In Thailand, 

for example, PTT has worked hard to se-

cure foreign assets

It is not good enough, in other words, for 

developed economy multinationals to as-

sume that their history and experience will 

be sufficient to see off the challengers from 

Asia. While the rise of the Asian multina-

tionals has undoubtedly seen these challeng-

ers imitate the business models of the West, 

many companies have developed their own 

ways of working, which have proved far 

more effective. The five-year dominance of 

Asian companies in Forbes’ surveys will like-

ly be just the beginning.

1  “The 2011 BCG Global Challengers: Companies on the Move”, 
Boston Consulting Group, 2011

Asian companies  
have studied their new 
rivals and learned.
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FactBox

Counterfeit drugs facts table
 70%   proportion of drugs in Angola 

and Nigeria that are counterfeit

 50 – 60%   proportion of drugs sold over 
the internet that are counterfeit

 192,000  number of Chinese people who 
died from taking counterfeit 
medicines in 2001

 33 – 50%  number of artesunate tablets 
(a key anti-malarial drug) 
estimated to be fake in 
Cambodia

 3,000  number of patients in Kenya 
affected by counterfeit batch of 
their antiretroviral therapy in 
2011

 4bn  cost to major pharmaceuticals 
companies of bringing a new 
drug to market

 75 – 200  USD value of the counterfeit 
drug market, in billions

  Biggest sources of counterfeit drugs (2011), in 
order: China, Jordan, USA, Israel and Canada
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Battling a toxic trade
Pharmaceutical giants around the world are working hard to clamp 
down on the scourge of counterfeit drugs. To do so, many are tapping 
into a range of both overt and covert methods. By Clint Witchalls.

Thought leadership
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Globalization has made 
things easier for drug 
counterfeiters.

In 2009, 84 children in Nigeria died as a 

result of taking counterfeit medicine. The 

teething medicine, My Pikin Baby Teething 

Mixture, contained diethylene glycol, a 

chemical used in anti-freeze and brake fluid.  

Drug counterfeiters added the chemical as a 

substitute for glycerol because it’s cheaper. 

Both liquids are colorless, odorless and vis-

cous, but unlike glycerol, diethylene glycol is 

deadly.  

It is estimated that fake medicines kill 

over 700,000 people every year, although an 

exact figure is hard to come by. This is partly 

because it’s not something the pharmaceuti-

cals industry or governments want to talk 

openly about, but also partly because not all 

fake drugs contain toxic ingredients. Some 

have the active ingredient, but in the wrong 

dose, and others have no active ingredient at 

all. They might simply be made of chalk or 

other harmless substance. If a patient taking 

counterfeit statins dies of a heart attack, peo-

ple won’t necessarily suspect the pills, after 

all, no drug is 100% effective. 

“The kind of drugs that are being coun-

terfeited are not low cost drugs; they’re  anti-

cancer drugs, anti-HIV drugs, growth hor-

mones, and steroids,” says Richard Holloway, 

Vice President Healthcare at DKSH. “Peo-

ple will spend a vast amount of money on 

these drugs and if they are counterfeit, the 

effects can be devastating.”

The United States Food and Drug Ad-

ministration (FDA) estimates that counter-

feits make up more than 10% of the global 

drugs market. However, Dr. Sabine Kopp, a 

manager for the medicines quality assurance 

program and anti-counterfeiting program of 

the World Health Organization (WHO), 

says definitive figures are hard to come by. 

“What we can say, however,” says Kopp, “is 

that there is a trend of increase and that we 

also hear from many countries that when 

they start to look into the situation and start 

to look at which [counterfeit] products are 

on the market, they often find more than 

they expected to find.” 

A multi-dimensional challenge
The situation not only presents a massive 

healthcare burden, but also a significant loss 

of revenue for pharmaceuticals companies.  

According to Forbes, the cost of bringing a 

new drug to market ranges from USD 4 bil-

lion to USD 11 billion, and most pharma-

ceuticals companies rely on only a handful 

of “blockbuster” drugs for the majority of 

their revenue. 

A patent on a new drug usually lasts for 

about 20 years, but given that pharmaceuti-

cal companies file for patents before clinical 

trials have even begun, by the time the drug 

reaches the market the patent usually has less 

than ten years before it expires. The twin 

pressure of high research and development 

costs and a short patent life means that new 

drugs are often expensive, making them very 

attractive to counterfeiters. Not only are the 

rewards high, but the risks are low. A report 

published in USA Today sums it up: “A sin-

gle vial of Avastin [a cancer drug] sells for 

USD 2,400… while the sentence for drug 

counterfeiting in the United States is about 

three years in prison.”  

Globalization has also made things 

easier for drug counterfeiters. One of the 

most frequently cited problems in prevent-

ing counterfeit drugs reaching the market is 

complicated supply chains, involving multi-

ple, independent contract manufacturers, 

packagers, distributors, redistributors and 

importers. “Many pharmaceutical supply 

chains are very long, and are vulnerable to 

products being added or replaced” states 

Jonathan Guyett, DKSH Vice President 

Supply Chain, “we prevent this through de-

tailed tracking and shipping protocols main-

tained across the entire logistical chain.”

One of the ways of ensuring supply 

chain integrity is “track and trace”, a method 

the FDA is keen for the industry to adopt. 

Track and trace involves adding a barcode 

(2D or electronic) to pallets and boxes, so that 

the product can be scanned at any point in the 

supply chain to validate that the items in tran-

sit are genuine. “Maintaining a secure supply 

chain is vital to ensuring product security” 

says Holloway, “At DKSH we cover 100% of 

the professional healthcare outlets in HK and 

offer direct access to the customers, which 

therefore greatly minimizes the opportunities 

for counterfeits to get into the chain.”

Typically, companies use a multifaceted 

approach to combat counterfeiting, theft 

and diversion of drugs, including track and 

trace, contractor auditing, risk assessment, 

site security, and secure waste disposal. For 

example, Pfizer has a supply chain security 

program that covers 100 different processes 

and involves 15 organizations supporting 

different aspects of their supply chain secu-

rity. To reassure their clients about their sup-

ply chain security, DKSH works with a so-

phisticated SAP tracking system which 

allows pharmaceutical companies to not 

only track their products, but also study 

their sales flow and identify any gaps or po-

tential problem areas. 

Overt and covert solutions
Looking just at the packages and the drugs 

themselves, the techniques for preventing 

counterfeiting break down into two main 

types: overt and covert. Overt methods in-

clude holograms, security inks that shift 

color depending on the angle they are viewed 

at, and pseudo-random serial numbers 

printed on packaging (such as those used in 

track and trace). 

Overt methods are visible markings 

that help customers determine whether or 

1  http://www.safemedicines.org/nigerian-children-killed-by- 
contaminated-teething-medicine.html  

2  http://www.policynetwork.net/health/publication/keeping-it-real-
protecting-worlds-poor-fake-drugs 

3  http://www.forbes.com/sites/matthewherper/2012/02/10/
the-truly-staggering-cost-of-inventing-new-drugs/  

4  http://www.usatoday.com/news/health/medical/health/medical/
story/2012-02-16/Counterfeit-drugs-becoming-big-business-
worldwide/53113798/1 

Overt and covert  
solutions are both  
necessary, but they are 
not sufficient.

Thought leadership
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Securely packaging medication in Taiwan.

Thought leadership
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not they are holding the genuine product in 

their hand. One popular overt method being 

used in Africa is mPedigree, an authentica-

tion system developed by Bright Simons, a 

Ghanaian social entrepreneur, and Hewlett-

Packard, mPedigree’s joint-venture partner. 

The system involves a scratch panel on the 

drug packaging, which reveals a unique code 

when the coating is scratched off. The con-

sumer sends an SMS message with the code 

to an offshore data center for confirmation 

of its authenticity. The data center matches 

the number against their records and sends a 

message back telling the customer whether 

the drugs are real or fake. 

The upside to overt anti-counterfeiting 

techniques is that they are inexpensive to 

implement and give the consumer a way of 

determining whether a product is genuine or 

not at the point of sale. The downside is 

that, because they are visible, they are easily 

copied. And the more widely they are used, 

the more incentive there is for counterfeiter 

to copy them. Holograms are a prime ex-

ample of this, with very convincing fakes 

now in circulation. “Counterfeiters are very 

inventive and they’re usually one step ahead, 

so it’s very difficult to favor one technology 

or one single measure,” says Kopp.

Overt techniques also require educa-

tion or awareness programs. Customers need 

to be able to discern between a genuine and 

a fake hologram. And if a box of pills con-

tains a unique code, they need to know how 

to authenticate that code. Given that the 

counterfeit drug problem is more acute in 

developing countries where illiteracy rates 

are often high, getting the message to cus-

tomers can be tricky. Another downside to 

overt techniques is that it only tracks the 

packages, not the pharmaceuticals. 

Covert methods, on the other hand, 

often mark the medicines themselves. They 

are usually invisible, at least under normal 

light, and are more foolproof than overt 

methods. Common methods used include 

invisible inks that can only be seen in ultra-

violet or infrared light, digital watermarks 

that encode data in graphics, and “lock and 

key” systems that use biological or chemical 

tags that are only revealed by specific re-

agents.

The downside to covert methods is that 

they are very expensive, require specialist 

equipment, and don’t give the consumer a 

way to authenticate the product. They are 

mainly used by the drug company’s field in-

vestigators or by distribution partners.

When it comes to technology solu-

tions, there is no silver bullet. Overt and co-

vert solutions are both necessary, but they 

are not sufficient. “Counterfeiters are very, 

very creative, and no matter how creative the 

industry gets in preventing it and stamping 

it out, the counterfeiters themselves will 

continue to try and go to the next step,” says 

Holloway.  “Only with industry working 

closely with associations, legitimate and 

trusted distributors and the government de-

partment can you really limit this.  I don’t 

think you can really eliminate it in its en-

tirety, but you can cut it down significantly.”

Clint Witchalls is a freelance journalist specializing in 
business, economics, and technology, with a particular 
emphasis on emerging markets. He writes for the 
Economist, Newsweek, Spectator, Guardian, Observer, 
and the Independent.

Maintaining 
pharmaceutical 
quality requires overt 
and covert methods, 
coupled with a secure 
supply chain.

5  http://www.who.int/bulletin/volumes/88/4/10-020410/en/index.
html 
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Our Additives give  
ordinary materials 
EXTRAORDINARY  
QUALITIES.
PRODUCTS THAT CHANGE THE PROPERTIES OF PLASTICS, COATINGS,  
AND PRINTING INKS: CLARIANT ADDITIVES.

Clariant ensures that materials perform even better by providing a range of  
special Additives. These compounds make plastics that are less sensitive to light, 
circuit boards that are fireproof, or coatings that are more scratch-resistant.  
Clariant is one of the leading companies in this area, setting industry standards. 
With these innovations and the ongoing development of our speciality chemicals, 
the products made by our partners become not only better and more robust,  
but also more secure.

WWW.ADDITIVES.CLARIANT.COM

Clariant Additives that come as a  
powder and make plastics brighter in 
color, more durable, and more secure.

designed by  
Olaf Kitzig
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Beyond ‘Chindia’:  
diverse opportunities in 
South East Asia
China and India have dominated the growth agenda for the last  
decade, but many businesses may now be better off taking opportunities 
in ASEAN markets. By Dr. Paul Kielstra. 

The attention that businesses have given 

to China and India over the past decade has 

been understandable given their exceptional 

size and growth. However, a tight focus on 

these emerging giants may not be the best 

choice, because despite their size and growth, 

both countries offer complex, cluttered mar-

kets, strong competition, and high entry 

barriers. Putting too many resources into 

China and India could lead firms to miss out 

on the high-potential – both new and estab-

lished – growing up around them. 

In particular, ASEAN’s economies a 

closer look: the trade bloc’s 600 million peo-

ple represent a vast opportunity. Moreover, 

its governments are increasingly outward 

looking in trade terms, aiming to bolster in-

ner-Asian trade through the ASEAN Free 

Trade Area (AFTA), and also through the 

signing in recent years of free-trade agree-

ments with China, India, Japan, Korea, Aus-

tralia and New Zealand. They are now nego-

tiating a further pact with the European 

Union. ASEAN, though, is not an economic 

monolith – despite the leveling of the play-

ing field which will occur when AFTA comes 

into force in 2015. Each country holds out 

its own opportunities, and risks. A brief look 

at some of the more interesting markets 

makes their specific potential clear.

One obvious country to consider is 

Thailand. Its GDP per person (USD 9,400 

in PPP terms) is comparable to that of Chi-

na and reconstruction after recent flooding 

holds out the possibility of a period of high-

ly elevated growth. Over the longer term, 

the Economist Intelligence Unit (EIU) ex-

pects GDP to increase by around 5% per 

year between 2013 and 2016. Although this 

is slower than in China and India, conduct-

ing business in Thailand is substantially 

simpler. The country comes 17th overall in 

the latest World Bank Ease of Doing Busi-

ness Index, well ahead of its two giant 

neighbors (China comes 91st and India 

132nd). For those looking to sell into this 

market, not only is much of the forecast 

growth expected to come from increased 

private demand, but reaching customers is 

also relatively simple: in the infrastructure 

rankings of the World Economic Forum’s 

Global Competitiveness Index, Thailand 

scores above the international average and 

again well ahead of China and India. No  

investment is without risk however, and  

in Thailand’s case the political situation  

remains unsettled - something businesses 

there watch very carefully. 

Another ASEAN market attracting 

substantial investor attention is Indonesia.  

Its nearly 250 million people make it the 

fourth most populous country in the world. 

Moreover, it is already a middle-income 

country with a per capita GDP that, at 

around USD 4,900 in purchasing power 

parity (PPP) terms, is comfortably ahead of 

India’s (at about USD 4,000). The economy 

is also delivering steady growth. The EIU ex-

pects GDP to increase steadily, at over 6% 

per year, throughout its forecast period to 

2016. This is slower than projections for a 

number of its Asian neighbors, but busi-

nesses seeking sales outlets will find that In-

donesia has one distinct advantage: very ac-

tive consumers. Household expenditure 

accounts for 55% of GDP in Indonesia, and 

domestic demand has helped shield Indone-

sian companies from the worst aspects of 

recent global economic turmoil.  

There are some looming economic 

challenges in Indonesia. Wages are rising but 

may not be able to translate into greater ac-

quisition of consumer goods, as the govern-

ment is slowly trying to eliminate extensive 

fuel subsidies for individuals. Despite hur-

dles like this, Indonesia’s already substantial 

market looks set to grow further.

Vietnam, with roughly 90 million peo-

ple and a per capita GDP of USD 3,600 in 

Thailand ranks 17th 
overall in the World 
Bank Ease of Doing  
Business Index 2012.
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Dr. Paul Kielstra is a Canadian author and editor 
based in the UK. He has written extensively on a wide 
range of business issues from risk, innovation, 
sustainability, and tax through to the implications of 
Asia’s growing economic strength and the business 
response to political violence.

PPP terms, is both smaller and poorer than 

Indonesia. Its growth however, is predicted 

to outpace the latter: the EIU forecasts 

growth of about 7% a year up to 2016. The 

country has for some years now been attrac-

tive as a center for low cost manufacturing, 

particularly as China has sought to move its 

economy up the value chain. Some therefore 

see Vietnam being at the same state of devel-

opment that its northern neighbor reached 

some time ago and likely to follow the same 

path. One key difference is that Vietnamese 

are eager to spend their growing incomes: 

the country typically imports more than it 

exports.

Operating in Vietnam is not for the 

faint of heart. Infrastructure is weak, infla-

tion is a persistent problem (nearly 19% last 

year), and foreign languages are not widely 

understood. On the other hand, those will-

ing to work through the difficulties have the 

opportunity to establish themselves in a 

market that has real potential to become a 

regional powerhouse. 

Finally, the newest ASEAN opportuni-

ty is perhaps for companies with a healthy 

risk appetite and a desire to get in at the 

ground floor: Myanmar. Steps toward politi-

cal reform – including, most recently, partial 

elections – led the European Union to sus-

pend sanctions in April and the United 

States to ease them in July. The EIU accord-

ingly forecasts growth to rise to about 6.5% 

annually between 2014 and 2017. More in-

teresting for foreign firms, imports look set 

to skyrocket. The EIU expects them to rise 

by between 22% and 25% every year be-

tween 2013 and 2016.  

Rather than spread across the economy, 

the major opportunities will be concentrated 

in specific places at first. Much of the spend-

ing will be on large projects to address the 

lack of infrastructure in the country. The ma-

jor risk for business is obvious. Political re-

form remains very much a work in progress 

and such transitions are never predictable. 

On the other hand, as the economy grows, 

with over 50 million people and per capita 

GDP in PPP terms already at USD 3,600 

(roughly the same as Vietnam’s) Myanmar 

certainly has the potential to trace the same 

growth trajectory as its Asian neighbors. 

Companies willing to risk early entry could 

gain commensurately large returns.

When viewed impartially, ASEAN’s 

economies do not naturally divide into in-

evitable winners and losers. Instead, they 

should be seen as an array of diverse choices 

offering a wide range of opportunities for 

market expansion. Which markets prove to 

be most appealing will depend on the par-

ticular profile of the company wanting to 

enter, while the risks involved with any new 

market entry can be lessened by working 

with a well-established partner such as 

DKSH. Regardless of the market, it is clear 

that great opportunities abound for those 

ready to look beyond China and India when 

moving into Asia.Myanmar has the  
potential to trace the 
same growth trajectory 
as its neighbors.

Promoting beauty products in Vietnam.
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The magnificent Kek Lok Si.
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Penang Island, affectionately known as the 

Pearl of the Orient, is a 293 square kilometre 

island off the west coast of Peninsular Malaysia. 

It has a rich cultural history, consisting most 

notably of the Baba-Nyonya communities, de-

scendants of Chinese immigrants that settled in 

the Malay archipelago in 15th-16th century. 

With its ideal position for trade, the is-

land was occupied by the British East India 

Company in the late 18th century, came un-

der British colonial rule in the 19th century, 

and finally became part of the Malayan 

Union in 1948 (later to become Malaysia in 

1963). This rich history has shaped the is-

land's unique architectural and cultural 

townscapes, and led to the capital, George 

Town, becoming a UNESCO World Heri-

tage Site in 2008. It is also where DKSH first 

started operations in Malaysia in 1923.

Today, Penang Island is a fantastic place 

for a relaxing holiday. There are many beau-

tiful luxury and beach hotels along Batu Fer-

ringhi beach, where you can enjoy a range of 

water activities or simply relax. At night, 

there is a market along the beach roadway 

for souvenirs, clothes and food. 

Dining is actually one of the things 

Penang is known for – I describe it as Malay-

sia’s ‘food heaven’. A trip to Penang is not 

complete without indulging in some of the 

local ‘hawker food’ sold from stalls, for ex-

ample on Gurney Drive. Here you can try 

my favorite dish, Penang Laksa, or another 

delicacy, Char Kway Teow noodles. 

There are some important sights to see to 

get the full Penang Island experience. One of 

them would be the pagoda at the Kek Lok Si 

My Penang
Irene Chan, General Manager for DKSH Business Unit Healthcare in Kuala 
Lumpur, tells us about the delights of her hometown area of Penang Island...

LinkBox

  Penang Island 
http://www.tourism.gov.my/intl_en/places/
state_list/pg#page/1 

  Khoo Kongsi 
http://www.tourism.gov.my/intl_en/places/
details/cc_pg/42/khoo-kongsi#2 

  Kek Lok Si 
http://www.tourism.gov.my/intl_en/places/
details/cc_pg/41/kek-lok-si#2 

  Penang hawker food blog 
 http://makanpenang.blogspot.com/

temple – one of the largest Buddhist temples 

in this part of the world. Nearby you can take 

a cable car up Penang Hill for spectacular 

views of the island. If you go up in the evening 

you can see the whole of Penang Island lit up, 

including the Penang Bridge that connects to 

the mainland. If you enjoy it up there, you can 

continue to take in the view over a delicious 

steamboat dinner at the Bellevue Hotel.

Penang has a heritage trail too where 

you can visit Fort Cornwallis, built in 1786 

to protect the island from pirates and the 

French during the Napoleonic Wars. Also on 

the trail is the spectacular Khoo Kongsi, a 

large, ornamental Chinese clanhouse exhib-

iting incredible artistry and workmanship 

from the 19th century. 

I grew up on Penang Island and really 

enjoyed my childhood there. My grand-

mother used to run a tailor shop that made 

‘kebaya’ on Penang Island. Kebaya are a tra-

ditional formalwear for ladies (‘Nyonya’) of 

the Baba-Nyonya society, consisting of a 

blouse that includes a lot of embroidery and 

decoration and must be specially tailored. 

Many tourists come to Penang Island to get 

a kebaya sewn for themselves, which can be 

quite costly for a fine example.

For the past 20 years I have lived in Kua-

la Lumpur, but I return to the island often. 

Penang locals who live in other parts of Malay-

sia and Asia always try to go back to Penang 

during the fruit season around April, May and 

June. It is lovely to drive around the island 

stopping at plantations to feast on the deli-

cious durians, rambutans and mangosteens –

the best you will find in the world.

Irene Chan
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DKSH‘s strong capillary distribution network offers superb coverage and reliability.
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Inside DKSH
DKSH is the world’s leading provider of 
Market Expansion Services, a new dimension 
of outsourcing that is reshaping the way fi rms 
expand. We help our clients and customers 
grow both their market share and sourcing 
base, giving them access to both knowledge 
and new revenue opportunities.

48 Understanding a unique market

52 Service innovation

54 Expanding our global footprint

58 Going from strength to strength
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Understanding 
a unique market  
Maxim’s Group was founded in 1956, and is 
the largest catering company in Hong Kong 
with over 710 outlets. Maxim’s (Mei-Xin) Moon-
cakes have been Hong Kong’s leading brand 
of mooncakes since 1998 – but to successfully 
introduce their brand into Mainland China and 
Taiwan required a partner who both intimately 
understood the market and could eff ectively 
reach it – DKSH.

(L-R) Bryan Fu, General Manager, Business Unit FMCG, DKSH Taiwan Ltd. and Martin Lee, General Manager, Branded Products, Maxim‘s Caterers Ltd. 
celebrate the introduction of Maxim‘s mooncakes to Taiwan.

Mooncakes play an essential role in 

celebrating the Mid-Autumn Festival – a 

very important date in the Chinese lunar 

calendar. Traditional mooncakes are dense, 

fi lled pastries presented to friends, families 

and business partners as a gesture  of respect 

and friendship. Because of this strong 

cultural link, the mooncake market is both 

strongly local and fi ercely competitive, which 

added the seasonal nature of the sales cycle 

makes entering new markets challenging 

indeed. 

To introduce their top-selling moon-

cake range from Hong Kong to the Main-

land and Taiwan, Maxim’s turned to DKSH, 

a partner they knew would be able to create 

a successful market entry for their products. 

DKSH and Maxim’s began by bringing their 

mooncakes to the Chinese market. One of 

the greatest challenges to overcome was the 

short season – mooncakes have a uniquely 

short selling window of just 45-60 days, 

which in turn aff ects the production and 

distribution cycles. 
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Learn more at 
www.oerlikon.com/systems/hexagon

Most productive packaging solution

At Oerlikon, we understand the pressure you have to lower your cost per wafer. 

That’s why HEXAGON, our newest tool for advanced packaging more than 

doubles wafer throughput, has a 50% smaller footprint than its competitors, 

and runs up to 5000 wafers before requiring maintenance.

Innovation has a name - cost of ownership does too.

“Together we designed HEXAGON not 
only to be amazingly fast and easy 
to maintain, but also to integrate 
the latest process requirements for 
future customer products.”
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Drink BRAND’S 
everyday

www.brandsworld.co.th
www.facebook.com/BRANDSWorldThailand

Fine-TasteFine-Taste



DKSH’s magazine for Market Expansion Services 49

Inside DKSH

“Maxim’s is Hong Kong’s leading 

brand. I am very pleased that we can extend 

our partnership with Maxim’s into the 

Taiwan market, and am confi dent that 

through our well-established network, deep 

local know-how and expertise in Taiwan, 

coupled with our best-in-class fi eld market-

ing team, we can help Maxim’s to become 

the leading mooncake brand in that market.” 

said Victor Hew, Regional Director of 

Business Unit Fast Moving Consumer 

Goods.

To help Maxim’s maintain its lead in 

the mooncake business and capture further 

untapped potential, DKSH Fast Moving 

Consumer Goods in China conducted deep 

market research before implementing an 

advanced marketing strategy for Maxim’s. 

While most mooncake businesses follow the 

order-to-sale business model, stopping sales 

ten days before the festival, DKSH focused 

on maximizing sales opportunities while 

reducing inventory risk. Th is strategy was 

bolstered by leveraging DKSH’s extensive 

network to increase group purchasing, and 

by re-designing Maxim’s operational 

processes to keep suffi  cient stock available on 

shelves until the last minute with minimum 

inventory risk. 

Th ese strategies were very successful, 

leading to sustained, double-digit year-on-

year growth of since 2010, despite strong 

competition. Th e success of this partnership 

in Mainland China has led Maxim’s to 

expand the scope, working with DKSH to 

bring Maxim’s mooncakes to Taiwan. Before 

entering the Taiwan market, an in-depth 

study of buying patterns and brand aware-

ness was conducted.

“Recent consumer research shows that 

there is still great potential for Hong Kong 

style mooncakes. In fact, many Taiwanese 

traveling to Hong Kong would purchase 

Mei-Xin mooncakes to bring back as gifts.” 

said Maria Cheung, Head of Branded 

Products, Mei-Xin (Hong Kong) Limited 

“By working with DKSH, we are able to 

make our mooncakes available across 

Taiwan. We have confi dence that partnering 

with DKSH will help us increase our market 

share in Taiwan.”

Building on these insights, and taking 

advantage of DKSH’s unmatched distribu-

tion network, for the fi rst time Maxim’s 

mooncakes will be fully available this year for 

consumers across Taiwan, in key department 

stores, hypermarts, supermarkets and 

convenience stores. Th e partnership between 

Maxim’s Group and DKSH is an example of 

how DKSH caters to the special needs of our 

business partners. Th rough deep research 

and meticulous groundwork, DKSH built 

up a strong understanding of the strategic 

requirements that had to be met to success-

fully bring Maxim’s to Mainland China and 

Taiwan – and then tailor-made the program 

of services needed to make that strategy 

become a successful reality.

For the fi rst time Maxim’s 
mooncakes will be fully 
available in Taiwan

A selection from Maxim‘s range of mooncakes on display in Taiwan.
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Service innovation: 
the key to growth
Th e consulting fi rm Roland Berger and DKSH 
recently released their second joint Global Market 
Expansion Services report, building on the 
successful release and distribution of their pioneering 
report in 2011. Th e 2012 report follows up 
and expands on the conclusions of its predecessor, 
focusing on service innovation as the new 
growth imperative.

Th e report fi nds that MES remains a 

highly promising sector in the outsourcing 

industry with an annual growth rate of 7.1% 

globally, and 8% annual growth expected for 

Asia alone, and also that the importance of 

service innovation as the growth imperative 

for MES providers and their clients and cus-

tomers cannot be overlooked. Th is is because 

when done correctly, service innovation not 

only allows companies to stay ahead of com-

petition, but also creates market advantages 

in the long term. To be successful, MES pro-

viders must deliver excellent core services – 

but to ensure consistent growth it is vital 

that they must also off er continuous service 

innovations, tailor-made to the needs of 

their clients and customers. 

“As more companies are looking to en-

ter and/or expand in emerging markets, par-

ticularly regions marked by diversity like 

Asia, it is advisable to choose an MES pro-

vider who not only has proven expertise and 

know-how, a comprehensive range of ser-

vices, and an extensive network, but is also 

capable of creating value through trust, re-

sources, and effi  ciency,” says Dr. Martin C. 

Technology allows MES providers to obtain and process the data needed to develop innovative strategies.
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Research and market analysis

Marketing

Sales

Distribution and logistics

Customer service and support

Service innovation cluster

Sustainability services

Performance management services

Online services

Market insights services

Relationship management services
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Market insights and relationship management services in high demand

Wittig, CEO of Roland Berger Strategy 

Consultants. “It is imperative for MES pro-

viders to off er tailor-made service innovation 

solutions which have been developed hand-

in-hand with business partners. Only by do-

ing so can MES providers unlock value for 

their clients and customers.”

To fully explore the impact of service 

innovation within the market expansion ser-

vices industry, the report drew on data from 

over 350 survey responses and more than 25 

interviews with industry executives and 

thought leaders. Th e input provided by these 

leaders enabled Roland Berger to compile an 

accurate perspective on the industry needs. 

One of the most common facts pointed out 

by the managers interviewed is the impor-

tance of service innovations that are not just 

new, but also customized to their specifi c 

needs. In the MES industry there is no “one-

size-fi ts-all” service solution that can be ap-

plied, while the level of service sophistica-

tion needed varies from country to country.  

Equally essential to them is the ability of the 

service innovation to bring tangible value, 

such as a boost in sales. Insight services, such 

as market data, intelligence, entry studies 

and brand analyses needed to make better 

strategic decisions are also in strong demand. 

Th e types of service innovation required vary 

across industry and manager type, but it is 

universal that the key success factor for MES 

service innovation is collaboration. Success-

ful MES collaborations are founded on a 

close and trusting dialog between the pro-

vider and their clients and customers, which 

allows the provider to develop the tailor-

made innovative services that they require. 

Th e scope of the service innovations re-

quired cannot be understated – while con-

sumer goods companies give priority to ser-

vices that help them better understand and 

reach their consumers, pharmaceutical com-

panies prefer market insight and relationship 

management services due to the companies’ 

strong focus on R&D as a core competence. 

Specialty chemicals companies are more 

willing to pay for services that deliver market 

insights and superior relationship manage-

ment, while companies in the engineered 

products industry are keen on performance 

management, market insight, and relation-

ship management services for which they 

lack suffi  cient internal resources. Th e role of 

the managers has to be considered – manag-

ers with regional responsibilities tend to de-

mand strategic services that help them make 

better decisions, whereas country specialists 

prefer customized services related to local 

operations.

Finally, according to the report, the 

benefi ts of service innovation require three 

identifi ed criteria to be fulfi lled – platform, 

exposure, and relationships. Th e fi ndings in-

dicate that full-service, cross-industry inter-

national MES providers are best positioned 

to realize the potential of service innovation 

in Asia when they are able to meet these 

needs of their clients and customers by pro-

viding tailor-made solutions.

The importance of 
service innovation [...] 
cannot be overlooked
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Expanding 
our global footprint
As the No. 1 provider of Market Expansion 
Services with a focus on Asia, DKSH helps 
companies grow their business in new 
and existing markets. We constantly expand 
our on-the-ground expertise and presence 
which today includes 26,000 specialists, 
650 business locations, 180 distribution centers, 
and access to 500,000 customers in 35 countries.

Darra, Australia3
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Bangkok, Thailand
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Growing DKSH

DKSH has had a landmark year, not only 

maintaining double-digit growth, but also 

entering into a new phase of business with 

its successful IPO. In March, following 

intense investor interest, DKSH was listed 

on the SIX Swiss Exchange. 

Th is proved to be signifi cant to the entire 

European IPO climate, and put DKSH in 

the center of the global stage with analysts 

heralding our IPO as representing the 

return of European investor confi dence, 

reanimating an equity market which has 

essentially been dead for the past 18 

months. It was the fi rst launch on the SIX 

Swiss Exchange since the end of 2010, the 

largest IPO in Switzerland for the past fi ve 

years, the largest business services IPO in 

Europe for three years, and the largest IPO 

in Europe for two years – a truly impres-

sive result.

Th is decision to go public was strongly 

validated at half-year, when DKSH 

reported excellent results for the fi rst six 

months of 2012. Compared to the fi rst 

half of 2011, DKSH recorded an impres-

sive increase of 23.0% in EBIT to CHF 

127 million; which lifted its profi t after tax 

by 23.6% to a total of CHF 81 million. 

Net sales increased by 16.0%, reaching 

CHF 4.2 billion to mark the best half-year 

in the Group’s history. Earnings per share 

amounted to CHF 1.24 and the return on 

equity (ROE) reached 15.0%. 

Dr. Joerg Wolle, President & CEO of 

DKSH Group, comments: “Th is is the fi rst 

time we are reporting our half-year results 

as a public company, and the fi gures of the 

fi rst six months confi rm the very positive 

track record of DKSH over the past 

decade. We are proud of the fact that we 

were able to deliver on our promises. Th e 

clear implementation of our strategy for 

sustainable profi table growth allowed us 

once again to outperform the market.”

Swiss luxury watchmaker 
Bovet has joined with DKSH
DKSH assumes marketing, sales and 

after-sales services throughout Asia, and 

also has taken a strategic shareholding in 

Bovet and both its Dimier manufacturing 

facilities to improve synergies and coopera-

tion in the production and supply of 

watch components.

DKSH divested OLIC in 
August to Japan-based Fuji 
Pharma 
Th is divestment underlined DKSH’s 

continuing focus on its core competencies 

to consolidate its position as the leading 

provider of Market Expansion Services 

with a focus on Asia. Th e OLIC contract 

manufacturing facility was a heritage, 

non-core activity of DKSH. By divesting 

to Fuji, DKSH is able to invest the 

proceeds into our core business to create 

higher value for its shareholders.

1  DKSH has taken over Ger-
man-Japanese trading com-
pany Clay and Company

Th is strengthens its leading position in 

Asia and expands its capital investment 

goods and lifestyle business in Japan. By 

acquiring Clay in Japan, DKSH is 

continuing its successful strategy of 

acquiring and integrating smaller, tradi-

tional trading houses of European origin 

focused on Asia, such as Desco von 

Schulthess, Hagemeyer-Cosa Liebermann, 

or East Asiatic Company (Malaysia). With 

this strategy, DKSH continues to drive the 

consolidation of the fast growing yet 

highly fragmented Market Expansion 

Services industry.

2  Six new locations for DKSH 
Business Unit Performance 
Materials 

Business Unit Performance Materials 

opened six new locations in Asia, greatly 

expanding its footprint and improving its 

service off erings to clients globally. Th e 

new locations include three innovation 

centers – two for confectionary and bakery 

in Mumbai and Taipei and one for 

coatings in Bangkok. By continually 

investing in innovation infrastructure, PM 

assures its clients of the most innovative, 

customized service off erings possible. 

Other new locations include a distribution 

center in Delhi and sales offi  ces in Beijing 

and Colombo, which further reinforce 

PM’s sales and distribution network across 

Asia.

3  DKSH acquired 
Australian company 
ElectCables

ElectCables Pty. Ltd., one of Australia’s 

largest independent distributors of 

high-quality fl exible cables and related 

equipment was acquired by DKSH in 

June. It specializes in supplying cables to 

major industrial sectors including electri-

cal, data, contracting, mining, and 

manufacturing, and will be integrated in 

DKSH’s Business Unit Technology. With 

this acquisition, DKSH gains access to a 

highly technically skilled team and a 

well-established international supplier and 

customer base particularly in the mining 

regions of Western Australia and 

Queensland.

Dr. Joerg Wolle accepts the congratulations of 
Dr. Christian Katz, CEO of SIX Swiss Exchange 



54

Inside DKSH

expand  November 2012

Going from strength 
to strength
As the No. 1 provider of Market Expansion Services with a focus on Asia, 
DKSH’s purpose is to help our business partners grow their business 
in new and existing markets. To deliver every service they need, we are 
constantly investing in infrastructure,  strenghtening our leadership, 
and we take a deep interest in the communities we serve.

DKSH brings American premium 
cookie brand Mrs. Fields to Thailand 
Well known for its freshly-baked cookies, 

Mrs. Fields has a 30-year long history in 

the U.S. As the exclusive master franchisee 

of Mrs. Fields in Th ailand, DKSH just 

opened the fi rst Mrs. Fields shop in 

the Siam Paragon Shopping Center. By 

partnering with DKSH, Mrs. Fields is able 

to take advantage of the lack of premium 

branded cookies in the Th ai market, 

and fi ll the opportunity gap by establishing 

a strong presence in selected premium 

shopping malls across Bangkok. 

DKSH supports Hershey’s market 
expansion in Malaysia 
DKSH is providing sales, distribution, 

trade marketing, merchandising, and 

logistics services to Hershey’s, the leading 

North American manufacturer of quality 

chocolate, non-chocolate confectionery, 

and chocolate-related grocery products. 

Having collaborated successfully for many 

years with a number of leading confec-

tionery brands, DKSH partnered with 

Hershey’s to provide sales, distribution, 

trade marketing, merchandising, and 

logistics services for its range of chocolates, 

chocolate-related grocery products as well Mrs. Fields cookies on sale in Bangkok.
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Dr. Joerg Wolle receives the Certifi cate of Appreciation from Dr. Aung Myint Lwin.

as Bubble Yum gum in Malaysia, ex-

tending DKSH’s recent partnership with 

Hershey’s in Singapore. 

Stepan has entered into a distribu-
tion partnership with DKSH to 
expand their market presence
Stepan, a major manufacturer of specialty 

and intermediate chemicals used in a 

broad range of industries, has partnered 

with DKSH to expand their business 

to South and Western India, Indonesia, 

Japan, Korea, and the Philippines. Under 

the arrangement, DKSH will distribute 

Stepan’s high performance surfactants 

and foam boosters for consumer and 

household care products, which are used 

in fabric softeners, household cleaners, 

industrial and institutional care, among 

others.

The Animal Health Division of Bayer 
entered into an agreement with 
DKSH to distribute Bayer’s animal 
products in Thailand
With this agreement, animal health 

products will for the fi rst time be handled 

by a specialized service provider in the 

Th ai livestock market. Bayer Th ai Co. 

Ltd. selected DKSH as a partner due to 

its well-established infrastructure and 

capillary distribution network. 

DKSH wins approval for Taiho’s 
anti-cancer drug
Japanese pharmaceutical company Taiho 

Pharmaceutical Co., Ltd. received market 

authorization in Th ailand for its Antican-

cer Agent TS-ONE, thanks to DKSH’s 

Business Unit Healthcare. TS-ONE, an 

oral fl uoropyrimidine anticancer agent 

that is already available in Japan, South 

Korea, China, Singapore, and Taiwan 

has received marketing authorization for 

both 20mg and 25mg capsules. 

JUMATECH and DKSH partner 
to enter the Taiwan and China 
markets
JUMATECH, inventor and manufacturer 

of the international patented WIRELAID 

Helping build a healthy 
Myanmar 
On June 25, Dr. Joerg Wolle, 
President & CEO of DKSH, 
presented the Yankin Children’s 
Hospital in Yangon with 
medical equipment and supplies 
worth USD 50,000. This 
donation was part of DKSH’s 
ongoing commitment to giving 
back to the community. As 
a dedicated member of the 
business community in Myan-
mar, DKSH stepped up to 
provide vitally needed medical 
equipment to improve public 

health and save children’s’ lives 
for decades to come.
The equipment donated includ-
ed a much-needed oxygen 
pipeline system, fi ve infusion 
pumps, four patient monitors, 
three bilirubinometers, two 
syringe pumps, and an ultra-
sound scanner.
DKSH has been doing business 
in Myanmar since 1995, and 
had previously donated a 16 
bed hospital to Set Sann village 
and equipment and supplies 
to the 1,000 bed hospital in 
Myanmar's capital, Naypyitaw.

Caring for communities

PCB technology, chose to partner with 

DKSH to benefi t from DKSH’s market 

research, sales and marketing, distribution, 

and after-sales services in Taiwan and 

China. By exploiting its well-established 

capillary distribution network, DKSH is 

growing WIRELAID’s market presence 

in the region, especially targeting the 

automotive and industrial electronics 

sectors. 
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His Majesty the King of Thailand and W. Salzmann General Manager of Diethelm & Co., Bangkok, 1956.
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George C. Marshall, former US Secretary 

of State, could have been talking about 2012 

when he said: “Europe’s requirements are so 

much greater than her present ability to pay 

that she must have substantial additional help 

or face economic, social, and political deterio-

ration of a very grave character.” 

In fact, Marshall was speaking in June 1947, 

advancing the idea of a US-assisted plan for 

the economic reconstruction of Western Eu-

rope after the decimation of World War II. 

Th e resulting program, which became 

known as the “Marshall Plan,” contributed 

greatly to the rapid renewal of European in-

dustry. 

While this was happening, thousands 

of miles away in Bangkok, Diethelm & Co. 

was one of very few international trading 

houses still operating in Th ailand by the end 

of the war. Th e company worked hard to 

seize this opportunity and attracted numer-

ous fi rst-class agencies from the United 

States, which laid the foundation of an epic 

boom for Diethelm’s business, in line with 

those of many European companies benefi t-

ing under the Marshall Plan.

Th e offi  ce of Diethelm & Co., in Bang-

kok, which later became the “D” in DKSH, 

had a long history in Th ailand, having been 

established in the Kingdom since 1906. Th e 

company already had a wide range of prod-

uct lines, including sewing threads, medi-

cines, soaps, milk, food products, cars, 

trucks, tires, diesel engines, locomotives, 

generating sets, and other heavy equipment. 

However, the branch’s greatest successes 

were still to come.

By the early 1950s, Diethelm Bangkok had 

expanded to providing almost one third of 

Th ailand’s cars and trucks. By the mid-

1950s, the company also saw spectacular 

growth in their shipping business, represent-

ing various transport lines from the Nether-

lands, USA and Italy. 

Th eir breakthrough came in 1957, 

when as a respected trading house and trans-

port expert in the region, Diethelm Bangkok 

managed to win a Swissair agency. Swissair, 

Switzerland’s national airline, was in need of 

an agent in Th ailand to support a new route 

from Zurich to Tokyo via Bangkok and this 

agency was highly sought after. Many Swiss 

fi rms competed bitterly for the contract, but 

Diethelm & Co. succeeded in winning it. It 

was seen as a prestigious honor at the time, 

and the agency opened many new doors for 

the company. Th is seminal contract was in 

fact the catalyst that led the company into 

the tourism business in 1958 with the open-

ing of the Diethelm Travel Offi  ce in central 

Bangkok. 

With air travel booming throughout 

the 50s, both Swissair and Diethelm Travel 

were working overtime. Th e rest of the busi-

ness was also thriving, and expanded 

throughout Th ailand during the 1950s, cre-

ating a comprehensive distribution system 

and becoming the country’s foremost for-

eign trader.

In the decades that followed, Diethelm 

Bangkok went from strength to strength. 

Th e platform created by the post-war boom 

led to the Bangkok offi  ce becoming the 

group’s undisputed leader in Asia. Such was 

the success of this branch offi  ce that in the 

1990s they developed a prominent real es-

tate project in the heart of Bangkok. Th e 

project – appropriately named “Diethelm 

Towers” –  represented a fi tting tribute to the 

momentous legacy which the offi  ce had es-

tablished for itself and the group in Th ai-

land, and is a heritage that will continue for 

many years to come. 

Bangkok 
Boomtown
How the post-war boom propelled Diethelm & Co. 
to greater heights in Th ailand
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A brush with culture
Despite the international popularity of mint flavored fluoride toothpaste, 
traditional teeth-cleaning methods go back centuries and still influence 
consumer choices today. 

Since at least 5,000 BC, humanity has 

pursued clean, white teeth and fresh breath. 

Over the centuries, a variety of concoctions 

have proved popular, including burnt egg-

shells, crushed bones, oyster shells and even 

powdered ox hoof ashes.

Teeth-cleaning took a leap forward in 

the 19th century, when ‘toothpowder’ be-

came a mass produced product of the indus-

trializing world. Made from simple ingredi-

ents like soap, salt, chalk or charcoal, tooth 

powders often didn’t taste very good, but 

nevertheless proved popular enough to form 

the foundations of what became modern 

toothpaste. 

Today, the active ingredient in most 

mainstream toothpastes is fluoride, which 

has been proven to help prevent cavities. 

However, in some parts of the world, fluo-

ride is no match for traditional ingredients. 

In India, Neem tree twigs and leaves have 

been used for centuries to clean teeth, lead-

ing toothpaste manufacturers to put Neem 

extract into their products to capture this 

market. Similarly, in Thailand, Twin Lotus 

Herbal Toothpaste includes extracts from a 

local tree, streblus asper, believed to be effec-

tive against tooth decay. Cloves have been 

used for tooth pain in Indian Ayurvedic 

medicine and Chinese traditional medicine 

for centuries and are now found in tooth-

pastes across Asia. In Korea and China bam-

boo salt – made of sea salt roasted inside 

bamboo sections – is another popular tooth-

paste ingredient. 

Toothpaste, above all things needs to 

be effective, but it's not all about active in-

gredients – toothpaste needs to taste good 

too. Mint flavor is internationally popular 

and hard to beat, but this hasn't deterred 

manufacturers from inventing radical flavors 

to boost sales. CloseUp Flavalicious Choco 

Loco, for example, was launched by Unile-

ver in the Philippines in 2005. Chocolate 

toothpaste never took off, but eucalyptus, 

cinnamon, lime, green tea, menthol and an-

ise flavors have all established a foothold.

Flavor and ingredient preferences dif-

fer, not only between countries in Asia, but 

also between rural and urban consumers. 

Proctor and Gamble’s Crest brand, for ex-

ample, sells exotic flavors like Icy Mountain 

Spring and Morning Lotus Fragrance to ur-

ban citizens, but rural Chinese prefer some-

thing more time-honored. Aligning to a tra-

ditional belief that salt whitens teeth, P&G 

promotes Crest ‘Salt White’ in rural areas. 

As with just about any other consumer prod-

uct, informed product adaptation is key to 

success with toothpaste.

TCM oral care package 
from China.

Twin Lotus herbal toothpaste 
from Thailand.

Dabur Red herbal toothpaste 
and toothpowder from India.
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