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Service standards
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After-sales service is starting to be a market differentiator in many places
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to drive growth

Interview with Tim Solso, Chairman and CEO of Cummins Inc.

Asian retail: small and feisty
From modern malls to tiny traditional stalls

Letter from the editor

Aiming higher
Dear readers

Dr. Joerg Wolle
President & CEO of DKSH.

Welcome to the fourth issue of expand,
DKSH’s biannual magazine that explores
topics and issues relating to Market
Expansion Services. In this edition, we look
at the theme of service and after-sales
service support in greater depth. For any
business seeking to tap into the growing
Asian markets with their rapidly growing
middle classes, the standard and quality
of services offered, as well as their after-sales
support, are becoming decisive factors for
success. As our cover story on Asia’s rising
service expectations details, consumers in
these markets are increasingly responding
not only to price, but also to quality of
services. This is prompting firms to reassess
their service offerings, and even their
business models, in order to keep pace with
changing market needs.
This is a challenge, of course, especially for
any business in Europe or North America
trying to expand into far away territories.
By working with partners such as DKSH,
the leading provider of Market Expansion
Services with a focus on Asia, multinationals as well as small and medium-sized
enterprises alike can focus on their core
competencies, while leveraging on DKSH’s
infrastructure, deep local market expertise,
and relationship network. Such partnerships
create not only new opportunities for
companies to grow and expand in Asia,
but also provide the competitive edge that
companies need to outperform rivals.
After-sales services are also becoming a new
source of revenue for manufacturers, as they
branch out from products into services.

grown into a USD 13 billion global
powerhouse. A key part of the firm’s success,
as our exclusive interview with CEO Tim
Solso outlines, lies not only in its steady
expansion into emerging markets with some
support from DKSH along the way in
South East Asia, but its sustained investment in delivering high standards of service
and support. As Tim Solso highlights,
what differentiates successful companies is
their ability “to take care of their customers
throughout the life cycle of the product.”
We wholeheartedly agree, and this is an
inherent part of DKSH’s value proposition
to our business partners.
With best personal regards

Dr. Joerg Wolle
President & CEO, DKSH Holding Ltd.

All of these issues are exemplified by a
company like Cummins, a leading
US-based engine manufacturer that has
DKSH’s magazine for Market Expansion Services
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Doing business in Thailand

FactBox
Basics about Thailand
Capital:
Bangkok

Size:

513,120 square km

Coastline:

3,219 km

Population:

66.7 million

Currency:

Baht

GDP:

USD 586.9 billion

GDP per capita:

USD 8,700

Government type: Constitutional Monarchy
Life expectancy:

73.6 years

Literacy fraction:

92.6%

Internet users:

17.6 million

Cellular phone
subscribers:

83.1 million

Airports:

105

Waterways:

4,000 km

Labor force:
Agriculture:

42.4%

Industry:

19.7%

Services:

37.9%

Source: CIA World Factbook (numbers as of August 2011)
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Doing business in Thailand

Using local expertise
to drive growth
Dr. Viwat Limsakdakul, Managing Director of Tipco Food and
Beverages Company, tells expand about Thailand’s business opportunities
and the importance of local market knowledge.

Dr. Viwat Limsakdakul, Managing Director of
Tipco Food and Beverages Company.

With a population of more than 66 million, Thailand is a sizeable market that is
strategically located in the center of South
East Asia. With a decent transport system
and deep-sea port, it also provides solid infrastructure for business. All this has aided
the growth of Tipco, a local food and beverage firm that started out as an export-oriented pineapple canning company in 1976.
Thirty-five years later, the Thai stock
exchange-listed company now boasts four
DKSH’s magazine for Market Expansion Services

core businesses, including more than 70 of
its “Squeeze” juice bars, with a total turnover
of USD 150 million. Its Tipco-branded
100% fruit juice product run by an affiliated
firm now holds 45% of the Thai market,
with a growing presence elsewhere. DKSH
has been a key factor in this success: “Sixteen
years ago, DKSH helped us launch our first
fruit juice in Thailand, and since then we
have continued to work together to expand
into Cambodia and Vietnam,” says Tipco
Managing Director Dr. Viwat Limsakdakul.
Building on this success, the firm recently entered into a joint venture with Japan’s Suntory in order to speed its growth
into South East Asia’s healthy drinks market.
“We can use our R&D activities and our
combined local market knowledge to better
compete in these markets,” explains Dr.
Limsakdakul. The expansion is timely. Thailand is well placed to sell into the ASEAN
countries, which are set to form a common
economic community in 2015, opening up
new business opportunities.
Of course, developing a thriving business in Thailand has not been without obstacles. But, “the biggest challenges are, unfortunately, beyond the control of any
entrepreneur,” says Dr. Limsakdakul. These
range from natural disasters to political volatility – all of which can easily impact growth.

At an operational level, the firm’s most practical concern is the cost of marketing. “Especially as the cost of selling in modern trade
chains is quickly increasing,” explains Dr.
Limsakdakul. “But this is a fact of doing
business.”
As part of its growth goal, and in order
to remain relevant in Thailand’s multi-cultural, price-sensitive market, with diverse
lifestyles and incomes, Tipco has modernized its factory and relocated closer to Bangkok to cut its logistics costs. Added to this,
its joint venture with Suntory has increased
production volumes, along with sales and
relative bargaining power. All this is helping
to speed exports within the ASEAN region.
So what advice would Dr. Limsakdakul
offer to other firms seeking to enter the Thai
market? First and foremost: “Don’t work
alone, but form an alliance with a local partner to avoid local practice traps, as well as
getting a better understanding of local needs
and context,” he says. Appointing locals to
lead any marketing campaigns is useful for
ensuring local relevance, especially as successful approaches in another country may
not translate well. Finally, he warned that local competition can sometimes be aggressive
and try a range of tactics to block foreign
entrants. This makes speed and local knowledge crucial for success.
7
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Service standards in
a global world
Asia has for too long been considered a region
that competes almost solely on cost. But as
incomes rise, so too are service expectations. This
is forcing many firms to change course.
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Asia’s rising service expectations
Learning from the flood of data
Manufacturer or service provider?
After-sales services should never be an
afterthought
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Asia’s rising service
expectations
Asia’s consumers are quickly starting to discern between service
leaders and laggards. Those firms responding first will have the
most to gain. By Daniel Martin.

Asia’s middle class is growing quickly,
presenting firms with an opportunity to expand their customer base at a time when
western markets continue to falter. Given
that companies will sell an increasing share
of their goods in Asian markets over the
coming decades, establishing a good reputation in the region is crucial. But too often
firms fail to meet the expectations of Asian
consumers by focusing too heavily on the
products that they offer their customers, at
the expense of providing a good service experience. This can be costly. Companies
that neglect their service standards are not
only missing the chance to differentiate
themselves, they are leaving themselves
open to the rapid loss of market share and
substantial reputational risk.
Gone are the days when it was enough
for companies in Asia to compete on value
alone. Asian consumers now expect more. A
survey conducted in 2010 by the Economist
Intelligence Unit (EIU) found that Asian
consumers are generally unimpressed with
the current service they are receiving1. In
only three sectors – consumer electronics,
financial services, and hospitality – did more
than 50% of consumers say that service levels were good or better. In the other six –
groceries and household consumables, clothing and accessories, travel and transportation,
10

telecommunications, health and wellness,
and restaurants – less than half felt that service was good.
Part of the problem is that expectations
in the region have been rising quickly, and
have taken companies by surprise. Accenture’s 2009 Global Consumer Satisfaction
Survey found the service expectations of
59% of emerging-market consumers had
risen in the past years, and 75% had risen in
the past five years2. In developed markets,
expectations are rising less quickly – only
30% said their expectation had risen in the
past year, and 51% in the past five years. In
the three Asian countries surveyed, China,
India, and Singapore, over 80% of consumers said their expectations had risen in the
past five years.
Expectations and reality
Expectations are rising for a number of reasons. Most obvious is the fact that Asian incomes are increasing at a rapid pace. It is no
coincidence that the country where service
levels are noted as being the most disappointing is the country that has developed most
quickly over the past decade – China. Incomes have been rising at double-digit rates
and with spending power comes confidence
and demand for respect. This is the case not
just for consumers rich enough to purchase

luxury goods and eat in fancy restaurants. As
Hugo Tschirky, a Professor of Business Administration at the Swiss Federal Institute of
Technology, puts it: “Once people reach a
certain standard of living they start to think
beyond basic needs and consider the way
they are treated. Even at relatively low incomes, they respond not just to price, but to
the quality of service. In fact, lower income
consumers, who are unaccustomed to being
treated well, will often respond positively to
signs that they are valued.”
The other reason for soaring expectations is an increased awareness of what is being offered, both at home and abroad, as a
result of improvement in communications
technology. A 2010 update on Accenture’s
Global Consumer Satisfaction Survey asked
consumers which source of information they
value the most when making decisions about
suppliers. The results showed that the most
highly valued was word-of-mouth. In the
past, word-of-mouth information on customer experiences used to spread only
through personal contact with family,
friends, and acquaintances, now it spreads
through the internet, and, in particular,
1 Greater

expectations: Keeping pace with customer service
demands in Asia Pacific, Economist Intelligence Unit, 2010
2 2009 Global Consumer Satisfaction Survey, Accenture,
November 11, 2009
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The days are over when it was enough to compete on value only. Nowadays Asian consumers expect more.
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Left: after-sales services at
customer site. Below: technical
support in Taiwan.
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social networking services. Almost all Asian
consumers tell someone if they experience
bad service, 40% will also post about it online, which is a higher proportion than in
developed markets. Social networking sites
provide disgruntled and delighted consumers with a platform and bullhorn that they
can use to slate or praise a company – and
their friends are paying attention.
But even though expectations have risen
more quickly than most people would have
predicted, companies still have themselves
partly to blame for failing to recognize the
importance of meeting those standards. The
EIU’s survey found that there is a disconnect
between the importance placed on customer
service by consumers and companies. While
more than three-quarters of consumers believe that customer service should always be a
top priority, only half of executives surveyed
said customer service comes before the development of their core product. Almost a third
said that they only invest in customer service
when they see a real need. Roland Rust, a
Marketing Professor at the University of
Maryland, says that part of the problem is the
way that executives view outlays on customer
service provision: “Usually, investment in service and service improvement is not considered an investment, but a cost.” This is because compared to returns on investment in
infrastructure or equipment, returns on investment in customer service, such as wordof-mouth promotion, a stronger reputation,
and greater customer loyalty, are less tangible
and harder to quantify.
But a failure to recognize the importance of customer service can be costly. The
2010 Accenture survey found that twothirds of consumers around the world had
stopped using a company because of poor
service in the past year. Consumers in emerging markets were even more likely than consumers in developed markets to have made a
switch. Retailers are most vulnerable, or
most regularly failing to live up to expectations – around 40% of emerging-market
consumers had stopped frequenting a retailer in the past year because of poor service. In
the insurance industry, as many as four in
ten (38%) customers would not recommend
their provider to a friend 3.
DKSH’s magazine for Market Expansion Services

Companies are not only losing customers by
providing shoddy service, they are also missing out on growth opportunities. Just as
consumers spread word of bad experiences,
they also promote companies that surpass
their expectations.
Asia’s service superstar
So what are consumers looking for? Within
Asia, Japan stands out as the shining example
of good service. Its average customer service
rating is higher than in any other country, despite the Japanese being notoriously picky
when it comes to service levels. In part, Japan’s high standards are a result of the resources that are generally devoted to customer
service. For example, retail shops are typically
staffed more liberally than elsewhere, to ensure that customers are not kept waiting. But

It’s not just about
resources: culture plays
a significant role.
it is not just resources. Culture also plays a
significant role. Professor Tschirky highlights
the cultural attention to detail that gave rise
hundreds of years ago to the Japanese tea ceremony – a meticulous process that aims to
make the guest of honor feel like they are receiving a service in a way that is expressing
highest respect and reverence. In modern Japan, the customer is still king.
However, building a service culture is a
serious challenge for companies. While it is
embedded in Japanese society, that is not the
case in most countries. The onus is therefore
on the company to ensure that service staff
are chosen well, trained properly, and incentivized to perform well. But it goes further
than that. Each company, in a sense, needs
to build an internal culture that employees
buy into fully. According to Jimmy Fong,
Chief Executive of Singapore’s Apple retailer, EpiCentre, it is not just about “getting
the right people on the bus.” Just as important is getting staff to buy into the “brand
story”, so that they can convince customers

to do the same. The Ritz-Carlton hotel chain
offers an example of how such a culture can
be developed. Staff at every hotel meet for
15 minutes each day to share “wow stories”
of exceptional customer service. These stories not only motivate employees with peer
recognition, they also help to engage staff in
a way that makes them more likely to be
good representatives of the brand.
Too often managers neglect their role
in building a company culture, possibly because it is such a hard thing to do. As Professor Tschirky argues, “working out a business
plan requires management techniques,
whereas influencing the company culture requires more; it requires personality and true
leadership.” Caroline Lim, Director of Singapore’s Institute of Customer Excellence,
agrees that companies need to take more responsibility. “Most firms tend to hold customer service departments accountable in
face of customer issues, but organizational
culture, policies, and processes all have impact on customer satisfaction,” she says. “An
organization-wide approach led by the most
senior executive in the organization is necessary to build a customer-centric culture and
to meet ever-evolving customer requirements.”
Adapting to local needs
Companies also need to be careful to tailor
service innovations to local factors. IKEA
provides an example of the problems of entering new markets without understanding
the service expectations of local consumers.
In 1974, the Swedish furniture company entered the Japanese market, opening stores
that replicated the pioneering self-service,
self-assembly model that had served it so
well in the west. But the Japanese have never
been do-it-yourself enthusiasts and they do
not expect to serve themselves. IKEA left Japan in 1986 and did not return until 2006.
This time around it offers home delivery and
product assembly services. For those customers who prefer to pick up their furniture
at the store, IKEA employees will collect the
furniture from around the store for them.
3 General

insurance across Asia Pacific, Pursuing customer loyalty,
Ernst & Young, 2010
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FactBox

Even call centers
today need to be
staffed by locals in
certain countries.

Lessons in the importance of adapting service conditions to local conditions are ubiquitous across Asia. The American retailer
AmWay, for example, employs a door-todoor sales model that would seem outdated
in many western markets, but since 2006,
when the Chinese government gave it permission to sell its products door-to-door, the
company has grown into one of China’s largest consumer goods companies. As another
example, the EIU’s survey showed that most
Asian consumers were happy with foreign
call center service, which allows companies
to provide low-cost personal service. But
57% of Australians said that they would
switch brands if a company’s call center was
not staffed by locals. Even something as simple as a loyalty program needs to be tailored
to the local market – clocks, for example, are
an unwelcome gift in China, because the
Mandarin word for clock is similar to that
for death, but most other Asians would be
quite happy with receiving a clock. Despite
the clear need for customer service to be tailored to local tastes and customs, only half of
Asian companies actually do this.
Even differentiating between markets is
not enough to be a leader in customer service. Increasingly, customers are expecting to
be treated like unique individuals, with services designed to suit them. IKEA again provides a simple example. While home delivery and assembly is available, customers that
prefer to take care of things themselves can
do so, and save a bit of money.
On a more sophisticated level, some
companies are pioneering profile matching
at their call centers, so that customers are
connected with employees who grew up in
the same city, come from the same demoDKSH’s magazine for Market Expansion Services

graphic group, or own a product that the
customer is enquiring about. Call centers are
also acting as an increasingly effective channel for sales, and they are most successful
when the customer is offered products that
they, personally, are likely to want. This can
be achieved by using systems that analyze a
customer’s personal details and history to
suggest the appropriate products.
According to Deloitte, sales through service often makes a customer feel more valued
– “experience has shown that by developing
the ability to engage in a manner that is relevant, dynamic, and personal to each individual customer, customer loyalty can be increased
at the same time as increasing revenue 4”.
Delivering on promises
Clearly not all aspects of service will directly
raise revenue, and there obviously comes a
point where extra investment in improving
the customer experience starts to suffer from
diminishing returns. Again, this emphasizes
the importance of understanding the consumer. According to Valarie Zeithaml, a Service Marketing Professor at the University of
North Carolina, it is important to prioritize
the aspects of consumer service that are most
valued by consumers. According to her research, customers highly value prompt service
and staff that are eager to help. But the factor
that customers most highly prize is reliability
– “what you promise to deliver is the most
important thing.” In a region where consumers seem so unimpressed with customer service, how many companies can be certain
that they aren’t letting their customers down?
4 Suits

you… suits your customers! How to deliver a truly tailored
customer service, Deloitte, 2010

Quantifying service excellence
The Institute of Service Excellence (ISE), part
of the Singapore Management University,
publishestheCustomerSatisfactionIndexof
Singapore (CSISG), which acts as a barometer of customer satisfaction across 102
companies and 9 industries in the country.
The focus on satisfaction is important.
According to ISE’s director, Caroline Lim, it
takes more than customer service to raise
customer satisfaction.
Singaporean customers’ perception of
service quality rose between 2008 and
2010, but this increase did not translate to
an increase in customer satisfaction.
Customer service, narrowly defined, is not
enough. As Caroline Lim puts it: “To
leverage customer satisfaction for overall
company performance, companies need to
look beyond customer service into areas
such as branding, communication, policies,
processes, product quality, and pricing to
shape the customer experience.”
The CSISG is designed to provide Singaporean companies with an objective benchmark of their performance as well as
competitive benchmark against other
industry players. According to Caroline Lim,
“the index has encouraged companies to
pay more attention to service excellence,
with many of them using its customer
satisfaction measures to review and develop
comprehensive service strategies.”

Daniel Martin is a country analyst at the Economist
Intelligence Unit (EIU) for a range of Asian economies.
He worked at Business Monitor International as an
Asia analyst before joining the EIU in 2007. He has a
BA in Economics from Cambridge University.
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Learning from
the flood of data
Customer data analytics is casting the light on new business opportunities.
If used efficiently, entering new markets will no longer be a blind enterprise,
but a walk in a brightly lit park. By Paul Kielstra.

The world is already awash in data and the
rate at which it is expanding is astronomical.
IDC, an international information technology consultancy, has tracked the growth of
digital information for five years. It predicts
that 2011 will see the creation of 1.8 trillion
gigabytes – a number nine times greater than
in 2006. Putting this sort of growth in perspective, Eric Schmidt, then CEO of
Google, said in August 2010 that the world
creates as much information every two days
as all the data created up to the year 2003
combined.
Companies, however, are not making
effective use of the huge amount of data
which they gather and generate internally. A
recent Economist Intelligence Unit survey
found that 38% of companies use less than
half of the data they collect and 42% use
only a half to three-quarters.
This is a wasted resource. Customer interactions, which are almost inevitably recorded, can provide a wealth of information.

Tesco uses loyalty cards in China to
gather valuable customer data.
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Tony Woo, Vice President of Information
Technology at DKSH, notes that the company produces about 120,000 reports on results, volumes, and sales for customers. This
represents substantial commercial value.
Woo explains that “when we analyze data
and the market situation, we can help our
clients to penetrate the market better and
give an additional boost to sales.”
What customers want
At a very basic level, analysis of data arising
from customer interactions allows companies to understand what customers want and
to provide it. This might involve something
as simple as changing production levels to
match demand. Asian Paints of Mumbai, for
example, produces more paint before Diwali
knowing that customers like to redecorate at
that time of year. Another obvious application is making cross-selling of products more
effective. For instance, Sky TV in New Zealand was looking to increase sales of its multimovies offering. It created a predictive
model based on existing users and public
data and then applied it to its entire customer database to identify likely purchasers. This
group ended up being nearly three times
more likely to purchase the service in an ensuing campaign.
Reaping the rewards
Loyalty cards are increasingly common in
Asia and a valuable way to gather data on and
to reward customers. In 2002, Tesco intro-

duced its Clubcard scheme in South Korea
and since 2007 has done so in Thailand, Malaysia, and China. The power of such a tool,
when used well, is not to be underestimated.
When it first created the Clubcard in the
United Kingdom in the mid-1990s, Tesco
was the country’s number two supermarket.
The introduction of the card, and the competitive insights which the data provided,
helped drive its growth as a global retailer. Today, Tesco is the largest British retailer – more
than twice the size it was in 1995 – and the
third-largest grocery retailer in the world.
Better understanding of customers
The key benefit of the information comes
from the deeper understanding of a customer. Clive Humby, one of the founders of
dunnhumby, which operates the card for
Tesco, explains that the firm’s “job is [to use
sales data] to watch customers unpack in
their kitchen and work out how they live
their lives.”
Rather than aggregating totals, the key
to making information valuable, he explains,
“is to build languages for the data – segmentations” which businesses can use to improve
customer interaction. Such an approach
seems as applicable in Asia as it was in Britain. Tesco is seeing dramatic growth in the
region. In Thailand alone, sales are up 21%
in the last year, and total Clubcard membership has reached over 5 million.
A better knowledge of the consumer
not only allows improved product or service
expand December 2011
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FactBox

Virtual shopping: commuters on the subway can order the products they want via their mobile phones.
Customer data gathered helps determine which products make most sense to display.

provision, it can even help companies to
change the nature of what they provide.
Asian Paints, for example, used its understanding of customers to become a provider
of interior decorating services – a higher-end
product – rather than just being a provider of
paints. Tesco, meanwhile, used its knowledge
of customers to launch a bank in the United
Kingdom. Now, it has partnered with local
banks in Malaysia and Thailand to provide
financial services in these countries.
Although many aspects of data gathering apply worldwide, some require an understanding of Asia to be used effectively.
For example, as Woo points out, because of
the lower wages in Asia, it is possible to send
somebody to individual shops to gather data
on product placement and combine it with
sales information.
Moreover, the advantages from available internal data can be substantially multiplied when combined with external information, as Sky TV found out with census data.
The future of analytics involves looking beyond the individual as customer and marrying up data from social networking and other external sources with internal company
data. As Schmidt observed about the growth
DKSH’s magazine for Market Expansion Services

of data in 2010, most of it comes from usergenerated data, such as pictures, blogs, and
tweets, which are freely available to all.
A compass for new markets
The results of data can be particularly useful
in trying to crack new, rapidly evolving
markets. As data continues to grow in volume, finding new ways to mine it for competitive advantage will be an essential tool
for companies who want to stay ahead in
their fields.
One example comes from Accor, a hotel chain that is expanding globally. It has an
internal system evaluating what customers
like or dislike most about its various hotel
formats, but it increasingly supplements this
with insights from public data, such as from
TripAdvisor, to get real feedback on what
hotel features appeal most to guests. This can
be helpful in assessing the needs of new customers who are looking for different things.
For example, Chinese hotel guests are hugely
price-sensitive, but are largely uninterested
in having recreational facilities, while South
Korean travelers are most interested in boutique hotels and Taiwanese travelers prefer
international hotel chains.

Three uses for business intelligence
Identify the most profitable customer
segments and focus marketing attention
on them. Or else identify customers
most likely to leave and provide customized
offers to retain them. upc cablecom, a
Swiss telecommunications firm, cut
customer churn by three-quarters through
using analytics to identify when existing
clients are most likely to cancel their
contracts and proactively targeting them.
Segment customers into more specific
niches, broken down by particular interests
and aspirations, before matching
products and services to fit them, as well as
identifying unexploited niches. For
example, US food company Kraft analyzes
the food buying behavior of various
consumer subsets, enabling them
to identify new food categories, such as
specific cheeses for Hispanic customers.
Ensure stores are stocked to meet
changing demand patterns. Grocery stores,
such as Tesco or Walmart, mine sales and
weather data to anticipate future demand,
based on anything from unusually hot days
(more ice cream sold) to likely tropical
storms (more bottled water and flashlights
sold).

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.
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Manufacturer or service
provider?
Manufacturers from west to east are starting to offer services as part of their
products. Ingenious innovation or precarious progress? By Kim Thomas.

David Brown is best known as a manufacturing firm, whose gearboxes have been used
for decades in tractors, ships, tanks, and
wind turbines. These days, however, it is
much more than that: the firm offers extensive after-sales support for its products, and
now also has its own training program, the
Gear Academy, to train and share specialist
knowledge with employees and clients
around the world.
The firm’s move from manufacturing
into increasingly complex services is part of a
15-year trend known as servitization. According to research by Professor Andy Neely,
Director of the Cambridge Service Alliance,
60% of US manufacturers now offer services
as well as products. While the USA leads the
field, the trend has spread to Asian countries: in China, Malaysia, and Thailand,
about one in five manufacturing firms are
offering services.
Neely says the change has been driven
by a combination of economic and customer-driven reasons. Manufacturers of durable
products – such as rolling stock – can make
money from the service and support of
those products in the period between sales.
“There’s a lot more stuff out there that needs
18

support than there is demand for new products,” says Neely.
Services also act as a differentiator:
western companies, faced with competitors
in emerging economies who produce goods
more cheaply, can win customers by offering
high-quality services. It is also harder for a
competitor to copy services than to copy
products. In some cases, adds Neely, servitization has been driven by customers who
want to avoid a heavy outlay on an expensive
piece of equipment, but would prefer to pay
for usage, with the supplier taking responsibility for making sure it runs smoothly – in
effect, a form of serviced leasing.
No easy transformation
Businesses who believe that a move into services will bring rapid rewards are mistaken.
The initial maintenance plans that manufacturers typically branch out into first, before
more complex services down the line, can require a heavy outlay. Designing tailor-made
solutions or entering long-term partnerships
with a customer will usually require investment in IT and staff training. Also, trying to
provide too many services, instead of focusing
on a specific niche, can spread a firm too thin.

“As [firms] decide to go to a more sophisticated level of service offering such as providing total product care, they need to change
their business model, and make specific investment in human resources that understand and deliver services,” says Ivanka
Visnjic, a Business Model Researcher at
Cambridge Service Alliance, an organization
that brings together universities and corpo-

FactBox
Manufacturers that have successfully
diversified into services
Key steps for adopting new service offerings
Rolls-Royce. The company is one of the
world’s largest manufacturers of jet
engines. It now also sells “time in the air”:
customers pay a fee for the use of the
engine, and in return Rolls-Royce agrees to
maintain it and replace it if it breaks down.
Fujitsu. Once famous for manufacturing
computers, Fujitsu now offers services
closely related to its product line, such as
managing large IT implementations and
providing consultancy on green IT.
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Customer services: manufacturers are eyeing services as a new source of revenue, but the transition can be tough.

rations to develop service systems. As Kenny
Yap, who runs a business in manufacturing
fish tanks as well as offering services ranging
from the farming, importing, exporting and
distribution of ornamental fish in Singapore,
says: “Services can usually have a better profit margin than the traditional way of doing
business. However, people find it difficult to
transform from a traditional way of doing
things into incorporating services into their
business model.”
Offering services require a very different approach to the customer. “Managers
need to optimize their behavior from the
perspective of the outcome – the solution
that the customer needs – rather than
thinking about pushing products to the
market,” says Visnjic. Incentivizing the
sales force by providing commission on the
sales of services as well as products is essential, as is recognizing that the customer
may not always want what you are offering.
In some Asian cultures, she points out, service is often a taken-for-granted part of the
transaction, so it makes sense to bundle
products and services together, charging
for the overall package rather than separately.
DKSH’s magazine for Market Expansion Services

Other mistakes are to spread oneself too
thinly or to grow too quickly. Yap believes
that many manufacturers who go into services underestimate the importance of investing in time and training to develop the
necessary expertise. One strategy for those
firms lacking expertise and funds is creating a
partnership with a services-focused company
that can help overcome some of the associated
risks of making such a switch. The reason

Services can help
firms compete against
lower-cost rivals.
David Brown has been so successful is because its services complement what it does
best: the design and development of gearboxes. As a global company, it recognizes that
its service engineers cannot be everywhere, so
it uses local partners. In India, for example, it
partners with Bharat Forge to provide gearboxes and after-market services to sectors
such as power, mining, and defense.

A virtuous circle
Successful manufacturers find that the regular contact with the customer can feed back
into manufacturing cycles. In fact, Visnjic
believes that the next major trend will be for
manufacturers to collect the wealth of data
gathered from user equipment that can in
turn be fed back into R&D. Ultimately, having a strong service offering that in turn supports the development of new products creates a virtuous circle. “It helps to expand the
know-how, expand the expertise in the company, and that helps to sustain the business
in the long term,” says Yap.

Kim Thomas, PhD, is a freelance journalist specializing in technology and business. She has contributed
extensively to the Financial Times and The Guardian
newspapers and written numerous reports on business
issues for the Economist Intelligence Unit.
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After-sales service should
never be an afterthought
As competition intensifies, providing first-rate after-sales service is
becoming an important differentiator. By Stephen Edwards.

After-sales service is often seen as an unglamorous yet necessary part of business.
But in Asia, the quality of after-sales service
can often make or break a deal. “In Asia,
business people can be quite conservative,”
says Tudor Pascu, Global Service Manager
for Technology at DKSH. “They want to
know that they’ve covered all their bases, so
after-sales service is really important, especially for products that are made thousands
of miles away.”
Not only is such service important for
attracting new customers, it is also critical
for retaining them. A recent report by the
Economist Intelligence Unit (EIU) found
that 63% of Chinese customers said they
would switch brands if they receive poor
customer support1. A study by J.D. Power
found that, in Taiwan, initiating high-quality after-sales service contact with a customer
increased product satisfaction noticeably2,
while a business school study in India found
that good after-sales service increased both
satisfaction and buyer preference for a given
brand3. In recent years, the reality of such
changes in consumer perceptions is causing
firms to reevaluate their service offerings, in
order to better attract and retain customers.
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Not only is after-sales seen as a critical customer satisfaction and retention service, it is
also increasingly becoming a source of revenue for manufacturers.
Despite the clear advantages of providing first-class after-sales service, the same
EIU study found that few companies are actually doing it well. When asked to rate the

Despite the advantages
of after-sales services,
few companies
are doing it well.
level of service in Asia, most customers were
ambivalent. In Japan, nearly one-third of
survey respondents were dissatisfied with the
service provided by the consumer electronics
industry. The report concluded: “A gap has
opened between customer service expectations and the levels of service that firms are
providing.” Companies that fail to recognize
the importance of after-sales service could

lose market share to competitors who do.
Asian customers are simply different, argues
Renato de Benedictis, Head of Customer
Support at Rancilio Group, a coffee machine
manufacturer with an installed base of 5,000
machines in Taiwan alone. “In Asia, the customer wants to understand how the coffee
machine works,” says de Benedictis. “This
means that when you provide them with
machines, parts, and technical support,
[your service offering and standard] must be
very professional.”
Finding the right strategy
Recognizing the importance of after-sales
service raises the question for many firms of
how to go about delivering this in far-reaching markets. Size is a factor here, which influences how these firms approach this.
Larger multinationals may have the resources to go it alone, but many will find
that the cost benefit of partnering with a lo1 Greater

expectations: Keeping pace with customer service demands
in Asia Pacific, Economist Intelligence Unit, 2010
2 J.D. Power Asia Pacific 2010 Taiwan Customer Service Index
(CSI) Study, J.D. Power, September 2010
3 A Study on the Effect of After-Sales Service on Consumer
Preference and Satisfaction, Skyline Business School, July 2010
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cal specialist gives a much better business
case. Going it alone often poses challenges
especially in distant markets with diverse local regulations, requirements, and specifications that differ from country to country,
and even from city to city in certain countries. “You need really strong local management to lead and manage the local service
teams,” notes Pascu.
Cummins, the US diesel engine maker,
is an example of a firm that chose to partner
with a specialized Market Expansion Services provider. In Vietnam, Thailand, Laos, and
Cambodia, DKSH helps Cummins to ensure that it can deliver the services it promises to its customers. Through this partnership, Cummins can optimally focus on its
core competencies in technology development, and still benefit from customer satisfaction by leveraging DKSH’s local market
knowledge and after-sales network.
For small and medium-sized enterprises, the most obvious option is to outsource
after-sales service in its entirety as it is costly
to build up an efficient on-the-ground customer support and service network. For
Rancilio Group, a company of 230 employees, providing 24/7 after-sales service for the
thousands of coffee machines it has sold in
Taiwan would be prohibitive. Instead, by
working with DKSH, the firm has gained
access to standardized service processes and
local engineers, ensuring that the machines
are always in good working order and fixed
in record time.

Stephen Edwards is a journalist based in Perth,
Australia. He specializes in emerging trends in
technology, transport, and business within the Asia
Pacific region. He writes for a wide range of
publications in Hong Kong, Singapore, the UK,
Europe, and Australia.
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For firms of all sizes, working with a local partner can often provide a much better business case.
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New horizons in
emerging markets
Cummins Inc. is a global engine powerhouse with a presence in 190 countries
and more than USD 13 billion in annual sales. Tim Solso, Chairman and
CEO, explains how the firm is using both technology and customer service to
drive growth in new markets.

To what do you attribute Cummins’
ongoing success, even during the economic
crisis?
Three factors play to our strengths in the
global marketplace. The first is diesel emissions standards both in North America and
around the world. Cummins has the technology leadership to meet these new standards, while providing better fuel economy
and dependable products that meet our customers’ needs. While most of our customers
make their own engines, they also buy from
us to complement their product lines. Our
technology helps give them a competitive
advantage.
The second factor is the growth of
emerging and highly populated markets,
particularly China and India. Those countries are building infrastructure, especially
highways, to support greater truck travel to
meet the demands of an exploding middle
class. Generators are also needed, especially
in newer markets like Africa, which is ripe
for growth but lacks power in some areas.
There are lucrative opportunities in
emerging markets for the company that has
a competitive edge in truck and power generation businesses, as Cummins does. And
we also have a well-established presence in
these markets, dating back to India in the
early 1960s, and Brazil and China in the
1970s.
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Finally, Cummins’ global distribution network serves customers in many markets and
is the envy of many in our industry. We have
more than 600 company-owned and independent distributor locations and approximately 6,000 dealer locations.
All of these advantages come together
under operating principles that have been
part of Cummins’ history since its founding
in 1919. We are committed to acting with
integrity and treating others with dignity
and respect. The entire corporation knows
our guiding principles and our businesses tie
those principles to the corporate strategy. As
a result, whether we are struggling with the
recession or trying to figure out how to expand, our people are aligned around the
company’s vision and mission. Those principles are our single most important operating factor. They have allowed us to get
through two recessions and arrive at the
strong position we are in today.

In your annual report, you state that part
of your recent success is due to strong
growth in international markets, including
China and India. How important are
emerging markets to your growth plans?
The difference between the older Cummins
and today’s Cummins is emerging markets
– in our case, Brazil, India, and China. Our
international sales are now 65%, where they

were 40% ten years ago; and these markets
have been growing at a rate of 40 to 70% –
three times faster than developed markets. In
2009 and 2010, they represented the lion’s
share of our profits, and that is where our
growth is going to come from in the future.
China, India, and Brazil, along with South
East Asia, the Middle East, Russia, and

Tim Solso
Chairman and CEO of Cummins
Tim Solso has served as Chairman and CEO
of Cummins since 2000. He joined Cummins
in 1971 after receiving a master’s degree in
Business Administration from Harvard
University. He began as assistant to the Vice
President of Personnel and later moved into
the operations side of the business. During
his career, he has worked in various global
locations, including Huddersfield, England,
and São Paulo, Brazil. During his tenure,
company sales grew from USD 6.6 billion in
2000 to USD 13.2 billion in 2010 – with a
record profit of more than USD 1 billion.
Tim Solso announced his retirement from
Cummins on July 13, 2011, just days after
this interview took place. He will be
succeeded by current President and COO
Norman Thomas Linebarger in January
2012.
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“When I retire, I will feel as though the company is in a better position than when I arrived,” Tim Solso, Chairman and CEO of Cummins.
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FactBox

Hard at work: Cummins is expecting significantly higher demand in emerging markets by
2020.

Africa, will all continue to grow much faster
than the United States, Europe, and Japan.
Having a significant presence in these regions is a requirement for a global company.
We have established a presence or are in the
process of establishing a presence in all of
these markets, which is why I expect our international business to expand from 65% to
more than 75% in the next five to ten years.
This growth is fundamental to our success.

What challenges do you face as you
aggressively pursue emerging markets?
When you first go into an emerging market,
you must understand customer needs. There
is a big difference in developing markets and
developed markets in terms of market expectations. If you do not understand your customers – what their challenges are and how
they operate their businesses – you are likely
to make some serious mistakes, which we
have done in the past.
Price, in particular, is much more important in emerging markets than some
other factors. To address customers’ pricing
needs, we have to have high-quality products at a price that matches what customers
are willing to pay. This has been a significant
challenge for us and we are just now learning
how to deal with it.
We also look for a strong local partner
who shares our values and common purpose.
We have found that is the only way for a joint
24

venture to be successful. A good local partner
gives us insight and knowledge and the capability to operate well in a new environment.
Today, we have 56 partnerships around the
world, and they are a critical component of
our success and future strategy.
The value of the partnership is more
than just a contract to build engines. Our
successful joint ventures have resulted in the
creation of technical centers, letting design
work be done close to the manufacturing
source to accommodate local customers.
Eventually the business relationship can lead
to low-cost sourcing, the development of additional joint ventures for component products and the shared design of new products,
as well as substantially greater participation
in the local market.

“In emerging markets,
you must understand
customer needs.” Tim Solso
In what ways has DKSH helped with your
expansion?
In DKSH we have a very valued partner and
an outstanding relationship. Because of this
partnership, we have expanded into Thai-

Founded in 1919 by a mechanic with an
eighth-grade education, Cummins Inc. is
now the largest independent maker of diesel
engines and related products in the world.
Headquartered in Columbus, Indiana, the
company sells its engines in 190 countries
through a network of 600 company-owned
and independent distributor facilities. More
than 60% of sales today are international,
and the company anticipates that number to
grow to 75% by 2020, thanks in large part
to escalating demand from emerging
markets. Known for its high-performing
low-emission engine technology, Cummins
was among the first companies to meet the
Environmental Protection Agency’s rigorous
diesel emission standards in 2002, 2007,
and 2010, establishing technology and
environmental leadership that are the
hallmarks of its global products today. It first
set up a partnership with DKSH in Thailand
in 1965, granting it exclusive distribution
rights in the country, covering both sales and
service. Today, DKSH holds a joint venture
with Cummins in Thailand and Vietnam, and
is its exclusive distributor in Cambodia and
Laos, handling all sales and after-sales
services.

land, Laos, Cambodia, and Vietnam. We
would not have success in these markets, or
the potential for even greater success without DKSH.
An example of how DKSH has helped
us expand is the joint venture we formed in
Vietnam. I traveled to Vietnam three years
ago and immediately saw the potential – it
looked like China 20 years ago. But we were
getting nowhere on our own. So we turned to
DKSH, which had already then an established business in Vietnam. They had the
right people and processes in place to manage
issues, such as getting permits and licenses
with the Vietnamese government, which is
very complex. DKSH is also very good at after-sales service and capability, and we are too.
Their expertise, combined with our technology leadership, allowed us to establish a joint
expand December 2011

One-on-one

venture that could be a significant business
for us in the future. This is an incredible
partnership and I am grateful for the help
DKSH has given us.

You recently exceeded your 25% greenhouse gas emissions reduction commitment
as part of the Environmental Protection
Agency’s (EPA) Climate Leaders Program.
Why was this an important achievement
for Cummins?
Part of our mission is to work towards a
cleaner, healthier, safer environment in everything we do. In North America and Europe we have reduced particulate emissions,
or engine soot, and NOx emissions, a contributor to air pollution, from our engines by
98%.
Our newest focus is on greenhouse
gases and climate change. The 25% reduction in greenhouse gas emissions we achieved
was from our operations and facility management and has become a global standard
for us. We have been working on it since
2006. Along with benefiting the environment, our internal energy-saving activities
have resulted in a USD 20 million a year savings for us.
We have also extended our greenhouse
gas efforts to the public policy debate taking
place in the United States. For example,
Cummins’ technical and policy leaders
wrote a white paper for the National Academy of Sciences in August 2009 about the
regulation of greenhouse gases in commercial vehicles. The ideas generated from this
paper culminated in the first-ever US commercial vehicle rule to regulate greenhouse
gas emissions and establish fuel efficiency in
medium- and heavy-duty commercial vehicles. It was finalized in August.
Our former Chairman Irwin Miller always believed it was better to work with
regulators in crafting rules that benefited
both the industry and the environment. As
part of our environmental compliance strategy, we also endorse collaborative industry
groups to provide buy-in and leadership on
important issues. This has proven to be a
good strategy for us.
We have also come to realize that
tougher regulations are better for us because
DKSH’s magazine for Market Expansion Services

we have the know-how to meet these new
standards. As emerging markets develop
stricter emission requirements, we will have
the technology in place or the capability to
develop new technologies, which will add
value to us and our local partners.

You currently have operations in 190
countries. How does Cummins handle
after-sales support and service for engineering goods when you have such a broad
global reach?
Winning in the marketplace is about whether our products and support actually meet
customer goals and business requirements
better than the competition.
What differentiates successful industrial companies is their ability to take care of
their customers throughout the life cycle of
the product. There are very few companies
that do that consistently around the world,

and those that figure it out will be the most
successful.
Helping customers succeed in their
business is the key differentiator for us in the
future. We have to let customers know that
we care as much about their business as they
do. That is especially true in developing markets, where that kind of commitment will
create loyalty that keeps customers coming
back.
We rely on local talent to help us best
serve our customers. When we go into an
emerging market, whether it’s South East
Asia, Africa, or the Middle East, we hire local people to work in our distributorships.
And we make sure they have a basic education in math and science, as well as the specific education needed to service our products and satisfy customers.
In Africa, for example, we invest roughly USD 15 million a year in infrastructure

“We have to let customers know that we care as much about their business as they do.”
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needs. About half of that goes to hiring and
educating the right people. Having this cadre of experts taking care of our customers is
the key to our future in Africa and elsewhere.

Tim Solso: this or that?
Cash or credit card?
Cash
BlackBerry or iPhone?
Both
Wall Street Journal or Financial Times?
Both
Sushi or pasta?
Pasta
Dark or milk chocolate?
Neither
Tea or coffee?
Tea
Wine or beer?
Wine
Golf or sailing?
Golf
Tina Turner or Mozart?
Tina Turner
Sea or mountain?
Both
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What advice would you offer other business
leaders about the value of employee
education in emerging markets?
Imagine a company says they are going to
develop a mine in a country. It will take that
company five years to develop that mine before it starts producing ore. And it will take
us five years to train a technician to service
the engines used in the mining trucks and
equipment. If they are going to buy our
products, we have to start a training school
with the government and local vocational
schools immediately. And we have to pay the
students and guarantee them a job. If we
take those actions today, we will have a significant advantage over our competitors in
the future.
You have to place that bet now, knowing that you will not see returns for at least
five years and maybe longer.
How do you measure the success of your
after-sales service and support efforts?
We have created a common set of standards
for service delivery for all our distributors.
As part of those standards, we have established measurements for such things as how
long it takes to do routine maintenance or
fix a problem. When equipment is down,
the customer is not making money. So taking care of those needs in a timely manner is
very important.
Today, our focus is on finding gaps in
customer service and then putting in place
improvements. To pinpoint our problems,
we spend a lot of time surveying our customers. And we also measure our progress to
see what kind of job we are doing correcting
the problem.
We are a Six Sigma company, and one
of the tools we use is “Voice of the Customer” for understanding customer needs. In
these projects, a customer identifies a problem, such as achieving better fuel economy
within its fleet, and we help them resolve it.
We do not have to benefit financially from
these projects – our goal is to help the cus-

tomer. If we help customers solve problems,
we will be viewed as someone who cares
about their business, which we do.

Do you feel you have achieved your
customer service and support goals across
the organization?
This process is about finding the best practices and implementing them. In some areas
we have done an excellent job and in some
instances we have done a poor job. Where
we have done it well, customer service is a
key aspect of our success. Where we have not
done it well, we probably do not have the
market share we should have.
I do not want to say we are excellent
yet, but we will be.
You have been with Cummins for 40 years,
and you have been its CEO for 11 years. In
all this time, what are your proudest
accomplishments?
No individual achieves success without the
help of others. The outstanding financial re-

“We have created a common set of standards for
service delivery.” Tim Solso
sults we have had – including shareholder
returns of 1300% in the last ten years – can
be credited to the entire company. Our
shareholders are pleased with our performance, and I feel very good about that.
[Former Cummins' Chairman] Irwin
Miller, who was a great influence on me, always said that senior leaders are the stewards
of the institution, and they must leave the
company in better condition than when
they arrived. In the past ten to twelve years,
this company has shown remarkable improvement in its profitability and operating
discipline. When I retire, I will feel as though
the company is in a better position than
when I arrived. And this is due to the efforts
of thousands of people who have loved the
company as much as I have.
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Repackaging packaging
When it comes to innovation in sustainable, low-cost
packaging, Asia leads the way. But some parts of the market
need to catch up. By Clint Witchalls.

In 2010, Euromonitor estimated global
packaging volumes to be 4 trillion units, of
which Asia’s share is nearly half, at 45%.
North America and western Europe, by contrast, have a combined 32% share. “Due to
maturation in the market, the developed
west will actually see a drop in their share of
the packaging market over the next four to
five years even though the overall size of the
market is growing,” says Asma Siddiqi, a research analyst at Euromonitor, Singapore.
By contrast, Asia’s share will increase to 48%
by 2014.
Diverse market, diverse needs
There is a lot of room for growth in Asia because the per capita consumption of packaging units is still very low compared to the
west. In many of the emerging markets such
as India, Thailand, Indonesia, and the Philippines, a lot of goods, especially food, are
sold unpackaged. “The low per capita consumption of packaged units, that’s really at
the base of this big growth opportunity,” says
Siddiqi. “And since Asia is seeing sustained
economic growth, which is translating into
growing consumer incomes, the affordability
for packaged goods is easily supported.”
Of course, Asia is a diverse market. In
contrast to India and Indonesia, for example, where many food staples – pulses, grains,
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cooking oil – are still sold unpackaged, you
have Japan, which leads the world in packaging innovation. A Thomson Reuters report1
puts Dainippon Printing at the top of the
list of firms holding the most patents in
packaging inventions, followed by Toppan
Printing, and then Yoshino Kogyosho (all
Japanese companies). To provide some western perspective, Europe’s TetraPak is sixth on
the list, and North America’s Kraft Food
eighth. The list is clearly dominated by Japanese firms.
Japan, Korea, and Taiwan already have
a high per capita consumption of packaging
and, compared with the west, have very high
standards of sustainability. Although there
are upper-income segments of India and
China that are now the targets for sustainable packaging, the bulk of the populace
consists of mid- and low-income consumers
whose needs are simply to get packaged
goods in place of unpackaged ones.
It is a big hurdle to move directly from
no packaging to premium packaging – packaging that is not only green but easy to open,
easy to seal and reseal, is tamper evident,
and ergonomically designed, not to mention
attractive. The challenge for companies in
1 Convenience

vs. Conscience: Food packaging in the 21st century,
Sue Cullen and Bob Stembridge, Thomson Reuters, 2011

the emerging markets is figuring out how to
bypass the functional packaging stage – the
stage countries like Japan, Korea, and Taiwan have gone through – and jump straight
to sustainable packaging with all its bells and
whistles. “It’s a little early now for the rest of
Asia to try and integrate sustainability into
reliable packages because the cost of sustainable packages is really high,” says Siddiqi.
However, Coca-Cola believes it is possible to do both. In least developed markets
they use refillable bottles with a voluntary deposit to encourage the consumer to return the
bottle and collect the deposit. Because of the
economic conditions of the market, people
tend to return the bottles. Even the
seemingly

Since 2009, Dell has been using bamboo
packaging for shipping netbooks.
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Not just for pandas: fast growth and high strength have made bamboo an alternative source for renewable packaging.
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China prohibited the use of ultrathin plastic bags in 2008.

old-fashioned glass bottle has undergone a
transformation. Coke used “finite element
analysis” – a computer modeling technique –
to identify weak spots on the glass shape. The
result is called UltraGlass and it is 20 to 40%
lighter and, at the same time, 40% stronger.
But, with sustainable packaging, there
is no easy one-size-fits-all solution. A bottle
return system in richer countries is more difficult to implement at scale. In developed
markets, consumers are interested not only
in affordability; they also want convenience,
as well as packaging that is lightweight, resealable and shatterproof. “I’m often asked:
what’s the best package,” says Scott Vitters,
General Manager of PlantBottle Packaging
at Coca-Cola. “The unsatisfying answer always is: it depends.”
DKSH’s magazine for Market Expansion Services

A nudge in the right direction
While companies such as Nestlé, Coca-Cola, TetraPak, and Dell have made enormous
progress in delivering sustainable packaging
along the entire length of their supply
chains, others have needed a bit of a nudge,
and nowhere are firms nudged more than in
Asia. The European Council for Packaging
and the Environment recently said that
packaging laws in some Asian markets are
often “more comprehensive than EU
rules2.”
And they have been legislating for a
long time too. The Korean government introduced guidelines for sustainable packaging in 1977, and in 2003, they mandated
disclosure of carbon emissions on all bottles.
“There are a lot of government-led initiatives

in Korea and Japan,” says Euromonitor’s
Siddiqi, “but also, increasingly, in China and
India.” For example, China has legislation
dictating that packaging costs should not exceed 12% of the final sales price of the product nor should it exceed three layers of packaging. In 2008, the country introduced a law
that banned the use of ultrathin plastic shopping bags and prohibited shops from handing out free plastic shopping bags.
“Both India and China realize that for
a range of reasons, they are not only leaving
it to local companies, or private initiatives,
or non-profit sector initiatives, or just consumer initiatives, they’ve stepped up and
2 Europe

highlights impact of Asian packaging rules on European
business, packagingnews.co.uk, May 13, 2011
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come up with stiff laws and are working to
implement them strongly,” says Siddiqi.
But not all Asian countries are working
by decree. Some favor a voluntary approach,
even if they are government-led. For exam-

ple, the Thailand Institute of Packaging
Management for Sustainable Environment
– created in 2005 by the Thai government
and the Federation of Thai Industries –
works with packaging manufacturers to de-

sign programs for sustainable packaging.
And the Australian Packaging Covenant, a
voluntary initiative by Government and Industry was created in July 2010 specifically
to encourage improved design, recycling,

A farmer harvesting sugar canes, which are being used to produce “PlantBottles” (right page).
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and litter and product stewardship by all
parties involved in the packaging chain.
Meanwhile, in Singapore, the National
Environment Agency (NEA) signed the Singapore Packaging Agreement (SPA) with the
industry in July 2007 – a five-year program
aimed at packaging waste reduction. “Singapore takes the collaborative route with the
industry as we believe this would allow companies greater flexibility in coming up with
more cost-effective and innovative ways to
reduce waste,” says a spokesperson for the
NEA. By the end of 2010, efforts associated
with the agreement had prevented the creation of 4,500 tons of waste and saved companies a total of SGD 8.34 million.
Green packaging: lean supply chains
Besides the top-down efforts of governments
to move industry towards more sustainable
packaging, there is simultaneous pressure
from below as consumer preference shifts towards eco-friendly packaging. But
it is not a matter of the industry being caught between a rock and a hard
place. Increasingly, companies recognize that sustainable practices in packaging
are important in driving
supply chain efficiency.
According to a recent
report by Accenture,
retailers can achieve a
3 to 5% supply chain
cost savings through
green packaging initiatives 3. “Waste, whether you’re talking about
energy or water or carbon waste of any sort is
really a signal of inefficiency, and inefficiency
tends to be a signal of
cost,” says Coca-Cola’s Vitters.
One of the trends in
eco-friendly packaging is towards lightweight containers.
Lighter containers
require less material
DKSH’s magazine for Market Expansion Services

to manufacture, less fuel to transport, and
less energy to collect and recycle. Taisun Enterprise of Taiwan launched a product called
Twist Water in 2010, which is one of the
lightest bottles on the market. The bottled
drinking water reduces plastic usage by 43%
and recycling space by 70%.
While most of the innovation in ecofriendly packaging comes from beverage
manufacturers, technology companies have

“The emotional connection is that you make
something from nature
and put it back into
nature.” Scott Vitters
also been pushing the envelope. In 2009,
Dell began shipping netbooks in packaging
made from bamboo, a highly renewable alternative to molded paper pulp, foams, and
corrugates. The packaging has been certified
compostable, making its disposal easier for
customers and more sustainable.
The use of bamboo for electronics
packaging is a new concept and a viable one.
It grows at an extremely fast rate, making it
a rapid renewable. It is also extremely strong
with tensile strength similar to that of steel.
“Bamboo is an in-region packaging solution
for Dell,” says a Dell spokesperson. “It is
sourced in China and used to package products that are manufactured there.”
The company is currently experimenting with mushroom-based packaging for
servers and desktops. Waste product like cotton hulls are placed in a mold which is then
inoculated with mushroom spawn. The
“cushions” take five to ten days to grow from
the spawn, which becomes the root structure –
the mycelium – of the mushroom. All the energy needed to form the cushion is supplied by
the carbohydrates and sugars in the agricultural
waste.
Although there is a growing interest in
plant-based material, it does not always deliver from an environmental perspective.

“There is a fascination with biodegradables,”
says Vitters of Coca-Cola. “The emotional
connection is that you make something from
nature and you put it back into nature. The
problem is, from a scientific perspective,
when you put it back into the dirt, you lose
the material and the energy used to make it
in the first place. It’s a much more environmentally effective process to get the material
recycled.”
Investing for tomorrow
In the meantime, there is much activity under way on enhancing existing materials.
Take polyethylene terephthalate, commonly
known as PET, which is the plastic used to
make many of Coca-Cola’s bottles. The material has been around for a number of decades and is efficient to make, lightweight
and highly recyclable. “What Coke did was,
instead of asking: what’s wrong with PET,
we asked: what’s good about PET and how
can we make it better,” explains Vitters. Researchers at Coca-Cola discovered that they
could source one of PET’s two primary ingredients entirely from plants, helping to
create something known as PlantBottle.
PlantBottle entered the market in 2009.
By the end of 2011, the material will be used
in over 20 countries including Japan. Today,
there are over 6 billion bottles in the market.
Coca-Cola’s goal is to have 100% of its PET
packaging made with PlantBottle by 2020.
Coke is also working on converting the remaining 70% to a plant-based material.
“We’re paying a premium for PlantBottle today,” says Vitters, “but we view this
as an investment for tomorrow. We believe,
as you look at rising volatility in the oil markets, investment in renewable materials is
smart.”
3 Simultaneous

Sustainability and Savings: Why companies should
invest in sustainable packaging, Sundip Naik, et al, Accenture,
2011

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.
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Shop till you drop: modern retail malls are expanding rapidly in emerging markets...

Asian retail: small and feisty
Traditional retail units in Asia will not be bulldozed by the big western
retailers – on their turf, we need to play by their rules. By Tom Clouse.
A transition is under way in Asia’s emerging retail markets. While consumption has
cooled across the developed world, retail activity in Asia’s emerging economies continues to expand. Modern retailers from both
within the region and abroad are competing
fiercely with each other, as well as with the
millions of traditional retail shops scattered
across each country. The resulting landscape
is dynamic, holding great potential and risk
for retailers brave enough to venture there.
The numbers speak for themselves. Retail sales in the first half of the year rose by
23% year-on-year in Vietnam, for example,
according to the country’s general statistics
34

office. Measures of retail activity in Thailand, Singapore, and Indonesia showed in
May annual increases of 8%, 10%, and 16%
respectively. Taiwan’s retail sales grew more
than 10% annually for the first quarter.
This rapid growth has benefited many
of the world’s largest retailers. French hypermarket chain Carrefour, the world’s secondlargest retailer, entered the region in the
early 1990s and now ranks among the top
five retailers in most countries across the region. US-based Walmart and UK-based
Tesco, the largest and third-largest retailers
globally, have in recent years made progress
in many markets across the region.

Of the top ten consumer brands in Asia, five
are from North America or Europe, according to marketing magazine Campaign1. The
other five are from the more developed
countries of Japan and South Korea. Hong
Kong is now home to more luxury retail
shops than any city in the world, according
to real estate consulting firm CB Richard Ellis 2. Singapore and Beijing can also be found
among the top ten.
Several regional retail chains, such as
Hong Kong’s Dairy Farm and South Korea’s
1 Top

1,000 Brands, Campaign – Asia Pacific, June 2010
global is the business of retail?, CB Richard Ellis, April 2011

2 How
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...but traditional retailers remain widely popular in many Asian countries.

Lotte, have risen to compete against western chains not only at home but in neighboring countries as well. Other retailers,
such as China’s Lianhua and Indonesia’s PT
Matahari Putra Prima have built strong positions in their home markets without venturing beyond their own borders. Regional
consumer brands have also strengthened,
with companies like Lenovo and Huawei
Technologies offering products across the
region and around the world.
Traditional rivals
Despite the rapid expansion of these modern retailers, independent traditional retailers – from informal roadside stalls to momand-pop retail outlets – still dominate the
retail landscape across much of developing
Asia. “With the increasing affluence and sophistication of consumers in developing
Asia, both the modern and the traditional
retail trade have continued to grow and capture higher shares of consumer wallets,” explains Peter Gale, Managing Director of Retailer Services for Nielsen, an international
DKSH’s magazine for Market Expansion Services

research firm, in the Asia Pacific, Middle
East, and Africa regions.
For example, while modern grocery
retailers have averaged an annual 3% gain
in market share over the past decade, they
only control about 60% of the Chinese
market. Looking beyond market share, traditional shops in China outnumber modern retail shops by a ratio of 16 to 1, according to Nielsen estimates. Combining
Malaysia, Indonesia, the Philippines, Vietnam, and Thailand, traditional shops outnumber modern retail shops by a ratio of
134 to one.
“Traditional trade channels have remained resilient and relevant to shoppers,
continuing to meet the varied shopping
needs and styles of consumers,” says Gale.
This resilience and relevance of traditional
retail channels presents unique challenges
for companies. “The traditional trade is contributing much more to the overall market
size here than in developed markets,” says Bo
Nielsen, Vice President of Global Business
Development for DKSH’s Business Segment

Fast Moving Consumer Goods based in
Bangkok. “If you don’t have a strategy for
the traditional trade, you are missing a major
part of the marketplace.”
Challenges on the ground
That strategy may require different techniques than in developed markets. For example, package sizes and refrigeration capabilities need to be taken into account.
Delivering stock to thousands of stalls with
limited or bad roads, the lack of on-site electricity for refrigeration, and no capacity for
credit presents specific challenges for firms.
Most importantly, distributing products to
smaller, independent stores requires personal relationships and the correct incentives.
“You have to look at what the traditional
trade owners and customers are looking for,”
says Nielsen. “They are less likely to want
listing fees or year-end rebates, and may prefer instead display programs, cash discounts,
different assortments, or other programs.”
In some cases, policy environments can
further complicate efforts to communicate
35
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Distributing products to smaller, independent stores require personal relationships and the locally relevant initiatives.

with consumers, says Andrew Frye, Vice
President of Global Business Development
for DKSH Healthcare based in Bangkok. In
some markets, he explains, the government
prevents companies from communicating
the health benefits of their over-the-counter
pharmaceutical products on the packaging
or in advertisements. “The challenge is getting the message out to the consumers,” says
Frye. “In the USA, the brand strategy might
include some advertisements on TV, in magazines, and on the internet. Manufacturers
can say what they need to say through those
channels. In Asian markets, depending on
the country, you may not have all those resources at your fingertips.”
Such cases require strong local regulatory knowledge and marketing creativity. He
adds, “There are great restrictions in some
respects, but there are also different tools
that are not typical in more developed markets. For example, wages are low enough
that you can hire personnel to promote your
product directly inside retail stores. This can
work for you as the cultural communication
nuances are addressed through a personal,
trusting relationship. Getting this right requires in-store personnel to be well-trained
36

on your product, plus a management team
that assures that these in-store personnel can
also positively communicate product benefits directly to consumers.”
Local adaptation
Hurdles such as the restrictions on labeling
are common across various industries and
markets around Asia. According to John
Goebel, General Manager of Biolife Marketing at DKSH Healthcare, the important
point is to approach each market independently and understand its complexities. “Because it is called Asia, some companies make
the mistake of thinking of it as being a single, homogenous market. But the region is
quite heterogeneous in terms of culture, retail environment, and in many cases regulations as well.”
These varied environments can present
major challenges for foreign retailers, and
some prominent brands have failed. Earlier
this year, electronics supermarket Best Buy,
home improvement store Home Depot, and
toy company Mattel all shut down their
stores in China after struggling to adapt their
western business models to Chinese preferences.

John Dawson, Professor Emeritus at the
Universities of Edinburgh and Stirling, believes that companies must be persistent to
overcome the various cultural, economic,
and political challenges. “For retailers to succeed, they’ve got to be committed to going
in. When hurdles get put in their place,
they’ve got to address those hurdles in the
same way they would address a hurdle back
home.”
The importance of this commitment is
paramount, says Dawson. “Staying at home
isn’t really an option any longer with the way
that retailing is developing globally. Europe
and America are stagnating and most of the
growth and opportunity is in developing
markets, particularly those in Asia. Not
looking at the possibilities is a mistake for
any medium- or large-sized retailer.”

Tom Clouse is a freelance journalist based in San
Francisco and Beijing. He writes about a wide range of
economic, political, and social issues for magazines in
the USA, the UK, China, and India. He was educated
at Stanford University.
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Asia’s changing diet
A radical shift in food preferences across developing countries in Asia has
major implications for food and beverage firms, governments, and consumers
themselves. By Colin Galloway.

Just 20 years ago, dinner for the average
Asian family often comprised of the traditional home-cooked fare that was essentially
the same as their families had eaten for hundreds of years. Carbohydrate based, low in
fat and high in fiber, rice was the main staple
across most of the continent. Recently, the
status quo has been transformed. In the span
of a single generation, Asian diets have
morphed into a blend of old and new, east
and west. Asian tastes have switched to include more calorie-rich fatty foods in their
diets, such as meat, dairy goods, and vegetable oils, together with a slew of artificially
sweetened products (like colas) and refined
carbohydrates.
Between 1991 and 2005 in Bangladesh, China, India, Indonesia, Pakistan, the
Philippines, Thailand, and Vietnam, per
person grain consumption has declined
some 0.4% annually, and is now offset by
increased consumption of meat (3.9%), vegetables (3.7%), eggs (3.1%), and milk
(2.7%), according to data from the Food
and Agriculture Organization.
Consumption of other food types has
seen even stronger growth. In particular, consumers have eagerly adopted the highly processed foods commonly found on the shelves
of western supermarkets. According to David
MacDonald, Vice President of DKSH’s Busi38

ness Unit Performance Materials in Thailand,
sales of food additives such as coloring,
sweeteners, and flavorings – key ingredients
of processed foods – are seeing a compound
annual growth rate of 5.5% in Asia (excluding Japan), the highest in the world.
The reason for Asia’s “nutrition transition” is not hard to fathom – growth in the
region has led to rising income, wealth, and
purchasing power, which in turn leads to
higher living standards and increasing demand for a greater variety of high-quality
products and more expensive ingredients.
But there are other reasons too, such as the
liberalization of international trade. Major
global advertising campaigns have also been
blamed, especially in the promotion of products such as sugary soft drinks. Moreover,
the ongoing urbanization of Asian populations has led to lifestyle changes that have
boosted sales of ready-made meals at fastfood outlets and supermarket chains.
Changing waistlines
The implications of this shift for Asian
health have been profound. On the one
hand, malnutrition – until recently the major cause of Asia’s diet-related health problems – has plummeted. A survey by China’s
Ministry of Health showed that the rate of
malnutrition among the country’s children

between the ages of three and 18 dropped by
more than half between 1992 and 2002.
At the same time, mushrooming intakes of calories, sugars, and fat has led to
the growing problem of obesity. According
to Barry Popkin, professor of nutrition epidemiology at the University of North Carolina Chapel Hill, “there’s not a single country in Asia other than Myanmar and
Cambodia that doesn’t have quite rapidly accelerating diabetes, obesity, [and] hypertension problems. So mortality rates in some
countries that had gotten rid of infectious
diseases and hunger deaths are now going
back up because of [diet-related] chronic
diseases.”
The impact of these problems varies
from country to country. In South Korea, fat
intake is kept at a healthy level, helping contain obesity levels. Not so in China, where
radical changes can be seen. The country’s
meat consumption, for example, doubled to
50 kilos per person annually between 1980
and 2005, compared to an average of only
15 kilos per person in other developing
countries. Daily per person intake of vegetable oil and sugar has also soared. As a result,
nearly a third of the population now suffers
from high blood pressure.
Asia’s dietary evolution has also significant implications for businesses. The change
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Assimilating the west: a range of new dietary preferences are taking hold in Asia, and demand is soaring.

DKSH’s magazine for Market Expansion Services

39

Thought leadership

in Asians’ consumption habits is not limited
to food types, but also an increasing trend of
eating out. Home cooking is declining, while
supermarket sales, especially of ready meals,
have taken off. Fast food outlets are also seeing rapid growth in Asia, with multinationals leading the pack. Yum! Brands’ CEO
David Novak, whose company owns chains
such as KFC and Pizza Hut, said in a recent
conference call that its Chinese market was
“absolutely on fire”, with same-store sales rising 22% year-on-year in the second quarter
of 2011. Its outlets are also spreading rapidly
in newer markets, such as Vietnam.
Local brands are also seeing strong
growth, often because of their ability to exploit knowledge of local tastes. This is another reason why sales of food additives are
so strong in Asia. As MacDonald says: “Food
additives allow you to give texture, flavor,
and stability, and that’s becoming more and
more important in Asia because our customers want to localize foods from North America for Asian tastes. A drink that may work in
California, for example, may not work in
Vietnam because they find it too sweet or bitter compared to North American tastes.”
As Asian waistlines continue to expand,
awareness of health and diet issues is growing. This means Asia is now one of the
world’s fastest-growing markets for diet
foods such as low-calorie drinks and snacks.
Getting food from farms to families
In addition, the evolution of a sophisticated
supply-chain network has allowed and also
been caused by Asia’s changing tastes in
food. According to Ross Cain, Business Director Logistics & Supply Chain for DKSH
Fast Moving Consumer Goods in Thailand,
“it’s a chicken and egg situation – you have a
world where you can create the demand, but
you can’t actually get the product there because your supply chain isn’t able to cope
with it. But if you can create and build the
supply chain, you can also create demand for
products you want to deliver.”
A sophisticated logistics infrastructure
has emerged, therefore, to cater to short
shelf-life products (especially dairy) that require a chilled supply chain, incorporating
tight controls, improved packaging, fast
DKSH’s magazine for Market Expansion Services

Top: global fast food chains’ sales soar in Asia. Bottom: local food sellers retain an edge by catering to
diverse local tastes.
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Percentage of population with BMI ≥ 25 kg/m²
in males and females aged 15 and older,
selected countries.
2002
Increase in 2010
Women
1

2

+9.3%

1 China

22.7%

2 India

13.7%

3 Indonesia

20.3%

4 Malaysia

34.2%

+4.4%
+6.8%
+8.0%
+8.2%

5 Philippines 25.4%
6 Thailand

+7.4%

32.5%

5

6

Men

4

3

1 China

27.5%

2 India

15.0%

3 Indonesia

9.6% +0.3%

4 Malaysia

22.5%

+0.5%

5 Philippines 21.7%

+0.5%

6 Thailand

27.7%

+17.5%
+5.1%

+0.6%

Source: World Health Organization

Rising income and urbanization change the way the region eats: more calorie-rich foods like meat or dairy products have an impact on health.

turnarounds, greater efficiencies, and more
sophisticated equipment. The development
of this niche sector, the “toughest one” according to Cain, has acted as an engine that
has pulled the rest of the logistics industry
with it.
Cold chain innovations continue today, with logistics firms now rolling out “pallet wraps”, a way of creating microclimate

As waistlines expand,
awareness of health
issues is growing.
conditions for individual pallets rather than
entire containers, and the introduction of
liquid-nitrogen-cooled containers that can
chill faster, control temperatures better, and
are cheaper and more environmentally
friendly than conventional diesel-powered
units.
DKSH’s magazine for Market Expansion Services

Asia’s nutrition transition has therefore created a number of opportunities for various
food-related industries. Still, there are challenges ahead. In particular, government authorities are becoming increasingly conscious of the consequences these new diets
are having on collective health. As Popkin
points out, a higher mortality rate is one
thing, but “from a purely economic point of
view, that’s almost trivial compared to the
implied costs of the healthcare burden that’s
going to explode in some of these countries.”
Food costs
As in the west, some preventive ideas are beginning to take root in Asia, such as governments pressing food producers to make their
offerings less unhealthy (by reducing salt
content, for example). “A few countries are
now moving on that, but it’s going to take
time,” says Popkin. Growing awareness,
therefore, means that food manufacturers
are likely to ultimately come under pressure
to ensure their products meet higher standards.

Finally, Asia’s nutrition transition does not
mean simply that locals are eating different
food. They are also eating more of it, a fact
that has profound consequences for food
pricing and, over the long term, availability.
Global food costs have doubled over the last
six years, according to United Nations figures, and high prices have contributed to the
certain unrest and protests.
But even if food prices continue to rise,
which many believe is likely, this will probably not mean higher profits for producers,
as governments are likely to demand they
cut margins to ensure food remains affordable. Asia’s growing appetite may therefore
be as much a challenge as a blessing for the
food industry. After all, there is no such
thing as a free lunch.

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.
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Asia’s booming trade links
The amount that Asian countries trade with each other has soared.
In the decade ahead, as Asia’s consumers become wealthier, this trend
will deepen. By Daniel Martin.

Trade among Asian countries has grown
rapidly in the past decade. Up to now, this
has largely been due to increased specialization among countries, as improved infrastructure, lower trade barriers and competitive pressures have encouraged firms to
spread out their supply chains across the region. Increasingly, it will be the emergence
of consumer markets within Asia that encourages Asian countries to trade with each
other, exacerbated by weak consumer markets in the west.
From the start of the 21st century, inner-Asian trade has tripled, compared with a
doubling of global trade, according to the
IMF. This has steadily increased the fraction
of exports that is shipped within Asia, rather
than further abroad. In 2000, exports from
one Asian country to another accounted for
45% of total Asian exports. By 2009, it was
55%. Despite the growth in trade within the
region, two-thirds of the final demand for
Asian exports still come from outside of the
region. In effect, Asia has been acting as a
giant workshop for the west. The growth in
trade within Asia is largely accounted for by
the intermediate goods sent between Asian
countries for production and assembling
44

into the final product that is shipped to developed markets. According to the WTO
these intermediate goods accounted for 80%
of inner-Asian trade in 2009, compared with
60% in 2000, illustrating the extent to
which the dispersion of supply chains has
driven trade growth.
For the most part, this dispersion has
involved China acting as an assembler of
components manufactured elsewhere in the
region. The Philippines provides an example

Asia has been acting
as a giant workshop
for the west.
of this pattern. In 2000, the Philippines sold
29% of its exports (which are mainly electronic goods and parts) to the USA, and just
1.7% to China. By 2010, exports to China
rose by 21% and the USA accounted for just
15%. The final demand for many of those
goods sent to China in 2010 still came from
the USA, but it was in China where the elec-

tronic components were assembled into
computers, televisions, and iPods. The same
trend can be observed for Japan, which in
2000 sent 6.3% of its exports to China and
30.1% to the USA, but by 2010 was sending
19.4% to China and 15.6% to the USA.
Benefits and risks
Although the spread of supply chains across a
range of countries has allowed firms and
countries to reap the benefits of specialization, it has also exposed businesses to disruption in any of the countries along the supply
chain, especially if one component or process
is sourced from a single country or supplier.
The natural disaster that struck Japan in
March 2011 highlighted this risk. Toyota, for
example, had to halt production of vehicles in
Thailand because of a shortage of parts from
factories in Japan’s disaster-struck region.
However, this does not necessarily
mean supply chains will become more centralized. Quite the opposite, as firms will
look to lower the riskiness of their supply
chains by finding multiple suppliers in different locations. Canon, for example, also
had to temporarily stop production at factories that were not in the disaster-hit area,
expand December 2011

Essay

Rising middle class in Asia driving increase in consumption, causing a chain reaction at production and sourcing end to fulfil these needs.

because they relied on parts manufactured at
factories that were forced to close due to the
disaster. The company’s chief financial officer, Toshizo Tanaka, has said that the company had previously believed that having a
single supplier (for each component) made
more sense. Now it is thinking about finding
additional suppliers. “Our immediate task is
to secure all necessary parts, but for the longer term, we have to reconsider the structure
of our supply chain.”
Although growth in Asian trade has
been mainly about the dispersion of supply
chains, it is not the only factor. Commodity
exporters within the Asia Pacific region,
most notably Indonesia and Australia, have
benefited from huge demand in Asia, as urbanization and industrialization has created
a need for large supplies of fossil fuels and
metals.
DKSH’s magazine for Market Expansion Services

Over the next decade, it will be growth in
Asian final demand that drives intraregional
trade, and not only commodity exporters
will benefit. Most western consumer markets are suffering from high unemployment
and unmanageable household debt levels. It
will take years for these economies to recover and become an engine of global
growth again. As a result, Asian exporters
will now increasingly look to their regional
markets for growth. A further catalyst is
Asia’s rapidly emerging middle class with
higher disposable income. The increase in
purchasing power is driving not only the
demand for high-quality products and
brands, but causing a chain reaction at the
production and sourcing end to fulfill these
needs. For example, in Indonesia between
2003 and 2010, the proportion of the population spending more than USD 2 per day

shot up from just 38% to 57%. A study by
the OECD has estimated that Asia will account for 66% of the world’s middle class
(defined as earning USD 10–100 per day)
by 2030, up from just 28% in 2010. A selfsustaining cycle is clearly developing, with
demand from Asian consumers creating
new well-paid jobs, in turn creating more
consumers whom Asian businesses can sell
their products.

Daniel Martin is a country analyst at the Economist
Intelligence Unit (EIU) for a range of Asian
economies. He worked at Business Monitor
International as an Asia analyst before joining the EIU
in 2007. He has a BA in Economics from Cambridge
University.
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A letter from Cambodia

Back from the brink
Mention Cambodia and most will still think of its tragic history under
the Khmer Rouge regime. But the country has made a remarkable
resurgence in recent years and is emerging as an attractive destination for
foreign investment and market expansion. By Sam Campbell.

Cambodia’s transition to democracy and
accompanying economic liberalization has
ushered in development at a frenzied pace.
Growing affluence has rapidly transformed
the capital, Phnom Penh, into a modern metropolis. While the global economic downturn has deflated a bubbly local real estate
market, other sectors have emerged relatively
unscathed – this year, Cambodia’s economy
is predicted to grow at a brisk 6%, according
to the Economist Intelligence Unit (EIU).
The majority of Cambodia’s population
are farmers, making the export of rice – referred to by the prime minister as “white
gold” – a growth driver and key contributor
to the economy. In 2010, rice exports increased by 215% and the government has a
stated aim of exporting 1 million tons of rice
by 2015. Fertile farmland and a good climate provide Cambodia with a reliable rice
surplus – estimated at over 3 million tons in
2010. However, a lack of modern processing
facilities has so far constrained Cambodia’s
ability to compete against its more developed neighbors, Vietnam and Thailand. As a
result, much of Cambodia’s rice flows across
these borders, where it is processed and reexported. Recent investments in mills and
export deals with the Philippines and several
African countries, as well as limited trade
with the EU suggest that this will soon
change, with Cambodia jostling for a place
in the front rank of rice exporters.
The garment industry, which accounted for at least 70% of Cambodia’s exports in
DKSH’s magazine for Market Expansion Services

2010, according to the Economic Institute
of Cambodia, and as much as 88% according to some agencies, has been instrumental
in fostering industrialization and the steady
growth in industrial production. The lion’s
share of exports goes to the USA. Through
the “Everything But Arms” (EBA) treaty,
which allows Cambodian products dutyfree, quota-free access to the European
Union, local manufacturers have now gained
access to another large potential market.
This has also spurred expansion into other
areas of manufacturing, such as bicycles. The
country’s exports surged by more than 25%
in 2010 according to figures from the Cambodia Customs and Excise department and
the EIU forecasts that growth will remain in
the double digits this year, as Asian manufacturers relocate from countries with rising
wages, such as China.
Tourism is another important growth
driver. The ancient monuments of Angkor
are both Cambodia’s national symbol and
world-famous attractions. Despite having a
similar climate and culture as Thailand, Cambodia’s tourist trade is worth only a fraction
of its neighbor’s. Noticeably, camera-wielding
crowds are growing steadily each year. Most
still head directly to Siem Reap to take in the
temples, but the country is now also promoting its unspoilt beaches and embryonic ecotourism attractions and is welcoming increasing numbers of regional visitors.
For prospective investors and companies
wanting to sell their products, navigating

Sam Campbell, editor, journalist,
and Cambodia specialist.

Cambodia’s underdeveloped laws, systems,
and infrastructure poses certain challenges,
even with a reliable, local partner. At the same
time, with many industrial sectors in their infancy, or still to be developed, Cambodia offers enormous opportunities for growth.

An editor, journalist, and analyst with in-depth
knowledge of Cambodia, Sam Campbell’s articles
have been published by the Asia Times, GlobalPost,
Ecologist and others. He recently relocated from
Cambodia to London.
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My Hong Kong
Sharon Lee, Vice President for DKSH’s Business Segment Food
and Hotel Supplies and based in Hong Kong, tells us how
her native city has struck a great balance between hard work and
well-deserved relaxation.

Hong Kong: renowned for its expansive skyline and deep natural harbor.
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Sharon Lee: finding ways to relax outside
of the office.

After over a century of British rule, Hong
Kong has continued to be influenced by
western culture. Much like New York, the
city rarely sleeps, with many businesses open
24/7 – an ideal setup for the many who
work beyond nine to five. Its open and flexible business environment, combined with a
fair legal system, has made this eastern hub
very attractive to investors. This is especially
true of the banking and finance industry,
where a welcome lack of bureaucracy has
made Hong Kong one of the fastest-growing
international finance centers in the world.
With its special administrative powers,
Hong Kong benefits from the “one country”
and “two systems” policy, that is still a work
in progress, giving it the leeway to improve.
People here are adaptable, friendly, and
hard-working. They may be too hard-working – the traffic on the roads, for which
Hong Kong is notorious, is easily topped by
emails and phone calls. I find that, because
of the fast pace of life in Hong Kong, it is
important to find time to relax after the usual twelve-hour workday. Thus, I often play
golf, practice Pilates, and I have recently
taken up cooking. Thanks to Hong Kong’s
ideal central location, it is very easy to get
away from it all by traveling to the northern
and southern parts of East Asia.
Hong Kong boasts great entertainment
to suit everyone’s preferences. If you’re feeling cosmopolitan, you can shop till you drop
DKSH’s magazine for Market Expansion Services

Hong Kong steamboat: mixture of vegetables and meats boiled and cooked in a simmering hot pot.

at one of the many shopping centers or outlet stores selling worldwide famous designer
brands – all tax free, of course. Try Horizon
Plaza for anything from clothes to garden
furniture; or head out to M.O.D. for discounted Italian designers. Alternatively, if
you really want to feel like you’re in New
York, why not explore Hong Kong’s busiest
retail district, conveniently named Times
Square Bazaar. For dinner, savor the famous
dim sum in one of the booths at Luk Yu Tea
House. Or go along to Da Ping Huo, my
personal favorite, where, together with
others, you venture through a traditional
Sichuan dinner, with each of the ten courses
spicier than the one before.
If you want to spend some time outdoors after all those hours in the office, then
take a boat to one of the islands – you can
find good ferry services leaving from the
Central Outlying Pier. So, why not explore
their natural beauty and if you are feeling
brave, try hiking. Or you can conclude that
all important business deal on one of the
many golf courses, finishing with a rewarding trip to the spa.
If it is your first time in this bustling metropolis, then take an afternoon to stroll
around Victoria Park. Take a seat on the Central Lawn and be dazzled by the endless view
of skyscrapers. Hong Kong may be in the far
eastern corner on a map, but you will certainly feel like you are in the center of the world.

LinkBox
Horizon Plaza shopping center
http://www.metropolasia.com/Hong_
Kong's_Shopping_Districts/Horizon-Plaza
M.O.D. outlet store
http://hong-kong-map.blogspot.
com/2008/09/mod-mod.html
Times Square Bazaar
http://www.timessquare.com.hk/2011/
Luk Yu Tea House
http://travel.nytimes.com/travel/guides/
asia/china/hong-kong/74194/luk-yu-teahouse/restaurant-detail.html
Da Ping Huo restaurant
http://www.followmefoodie.com/2010/05/
hong-kong-sichuan-da-ping-huo-restaurant-private-kitchen/
Hong Kong ferries
http://www.discoverhongkong.com/eng/
trip-planner/transport-ferries.html
Hong Kong – Great Outdoors
http://www.discoverhongkong.com/
promotions/greatoutdoors/eng/html/front/
front.html
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DKSH: your partner in Asia.
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Outsourcing in a new dimension
Building Lapp Group’s growth
Expanding our global footprint
Going from strength to strength
Keeping the faith

Inside DKSH
DKSH is the world’s leading provider of Market
Expansion Services, a new dimension of
outsourcing that is reshaping the way firms
expand globally. We help our clients and
customers grow both their market share and
sourcing base, giving them access to both
knowledge and new revenue opportunities.

DKSH’s magazine for Market Expansion Services

51

Inside DKSH

Sustaining growth in emerging markets is one of the key driver for increased outsourcing in Asia.

Outsourcing in a
new dimension
Small or big, more and more companies are concentrating their energies on what they do best, letting
specialized Market Expansion Services providers take
care of their non-core activities. A new study, conducted by leading consultant firm Roland Berger in
collaboration with DKSH, assesses the far-reaching
implications of this shift.
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Over the past several decades, a growing
trend witnessed within businesses of all
sizes has been an ever greater focus on core
competencies. As a natural consequence of
this development, companies have been
increasingly outsourcing non-core activities. Take the case of technology companies: research and product development is
crucial to their success, but understanding
the different local market requirements
and regulations particularly in emerging
markets is daunting and often costly.
Therefore, it makes economic sense for
companies such as, like Ruag Technology,
a division of Ruag Group, to enter into a
partnership with a specialized Market
Expansion Services provider, to achieve
fast market access, reduced complexity,
and lower costs.
This increased specialization has been
additionally spurred on by globalization.
Companies used to go global primarily to
expand December 2011
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Exponential growth over two decades
Asia Pacific’s middle class: +9% p.a.
(% of global middle class)
Asia Pacific’s middle class population (m)
3,228
1,740
572
2010

2020

2030

Asia Pacific’s middle class population
(% of global middle class)
28%

benefit from cost differentials between
regions and to stay a step ahead of domestic
competitors. Today, it is just as much about
conquering new markets and gaining
stronger footholds in existing markets. The
growth opportunities within Asia Pacific, in
particular, present a very palatable opportunity for firms, especially when consumer
demand and trade within the region
continue to soar. Nestlé, to give one
example, has developed a special range called
“Popularly Positioned Products”, offering
highly nutritious products at low prices for
the three billion lower-income consumers,
especially in the emerging markets.
The biggest challenge to market entry
has always been knowing about the local
infrastructure, local customers, and local
rules. As the globalization of trade continues,
intimate knowledge of these will give
companies an additional competitive
advantage. DKSH believes that companies
looking to expand into unchartered territories will increasingly rely on Market Expansion Service providers for established and
integrated processes for marketing and sales,
logistics and distribution, as well as customer
service and support. While traditional
outsourcing tended to focus on reducing
costs and efficiency gains, Market Expansion
Services are designed to add exceptional
value by helping companies also grow sales,
revenue, and increase market share.
The ability to offer integrated and
comprehensive services is another important
criterion when selecting a Market Expansion
Services partner. Working with such a
company reduces costs that arise from
coordination with multiple partners.
DKSH’s magazine for Market Expansion Services

2010

54%

2020

66%

2030

Asia Pacific’s middle class consumer spending
(% of worldwide consumer spending)
24%

2010

42%

2020

59%

2030

Sources: OECD, Roland Berger Strategy Consultants analysis

Moreover, having one partner for the entire
value chain ensures a constant flow of
information between the business and the
end consumer. This is especially valuable for
western companies trying to develop their
knowledge and understanding of the needs
and wants of their consumers in new and
distant markets.

By 2020, some two
billion people will be part
of the Asian middle class.
When to ask for a solution provider
Depending on a company’s size, industry,
and level of knowledge, there are different
stages at which Market Expansion Services
providers can help companies expand. At
the point of market entry, when companies often have innovative products, but
no presence in a certain market. Companies with outsourcing partners in markets
but are dissatisfied with the limited
capabilities and scope of services of these

partners. Companies which have built up
their own sales and distribution presence
in the market, but have realized that their
cost base constitutes a competitive
disadvantage. Oerlikon Systems, a global
provider of equipment for semiconductors,
data storage, photovoltaics and nanotechnology, is such a company. After consulting with DKSH, it realized that the cost
base of its local entities in Taiwan and
China made them uncompetitive. Two
years ago DKSH took over it sales and
service in those countries. Within a very
short time, DKSH substantially increased
sales and market share of Oerlikon’s
leading products and solutions in both
markets.
Depending on their size – big or
small – companies seek out Market Expansion Services for different reasons. Large
multinational companies may have resources
to attend to new markets themselves but
choose to rely on the support of professional
Market Expansion Services providers with
superior local networks and relationships in
order to penetrate markets more efficiently,
more effectively, and at lower costs. For
multinationals, the decision to partner with a
Market Expansion Services provider is a
rational decision driven by a calculated
assessment of costs and benefits. As one
commercial manager for Asia Pacific
explains: “Despite our position as a multinational consumer goods company, a Market
Expansion Services provider can help us to
further penetrate select markets.” Small and
medium-sized companies share many of the
same concerns as multinationals, but to them
the expertise of a Market Expansion Services
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MES market growth and size

MES annual growth rate

MES market size

(2010–2015)

(2015, USD bn1)

By segment:

provider who can offer local market knowledge, experience, and resources is even more
crucial to stand a chance of succeeding in a
new market.
Certain industries have a greater
demand for such services due to the nature
of their business. Companies operating in
the healthcare and consumer goods sectors
together account for about 85% of the global
Market Expansion Services market, while
growth is expected to be fastest for engineered products, increasing by over 9% per
year between 2010 and 2015, according to
Roland Berger. The consumer goods market
remains especially fragmented and locally
driven in Asia, so that even global brands
struggle to compete, without such services.
Thanks to its partnership with DKSH, Lindt
& Sprüngli, the Swiss chocolate maker, has
successfully grown its market in Hong Kong
and expanded in mainland China.
What the future holds
There are three overarching trends that will
have a direct impact on the future of the
Market Expansion Services industry. The
first is the continuing rise of the middle
class in the developing world, especially in
South East Asia, where this consumer
segment is a major driver of growth. By
2020, some two billion people are
expected to be part of the Asian middle
class. As the income and purchasing power
of this group increases, consumer habits
will change, resulting in a growing appetite
for a larger variety and higher quality of
products, as well as luxury goods. This in
turn will drive the demand for industrial
products, such as raw materials, components, equipment, and machinery.
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Consumer goods

+7.6%

Healthcare

+4.8%

Engineered products

+9.2%

Specialty chemicals

+5.6%
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By region:
Asia Pacific excl. Japan
Europe incl. CIS

+4.3%

North America
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Latin America
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Market size refers to the transaction value of goods handled by MES providers. Revenue reported by most MES providers can comprise of fees
or value of goods sold or a combination of both. Therefore, it is not representative to calculate market shares based on revenue. Furthermore, there
is no single player active in all geographies and industries, thus meaningful market shares can only be derived from detailed market analysis.

Sources: Euromonitor, Espicom Business Intelligence, Global Industry Analysts, SRI, UnctadSTAT, Roland Berger Strategy
Consultants analysis

The second trend is the continued shift
in economic focus from developed markets
to emerging ones, which is being fueled by
the weak economic prospects in many
developed markets compared with buoyant
and growing investment and expansion
opportunities in much of Asia. Finally,
companies are increasingly focusing on their
core competencies. This is driven by
increasing cost pressure and the new
opportunities offered by advances in
information technology.
All of these factors will help to shape
the development of Market Expansion
Services in the coming years. According to
Roland Berger’s analysis, the global expansion services market is expected to grow to
USD 3.1 trillion by 2015, that is 7.1% per
year. This will outpace total consumption,
which is expected to increase at 6.1% per
year over the same period. Asia Pacific
(excluding Japan) is anticipated to significantly grow, expanding more than 11% per

year, and is predicted to overtake Europe as
the largest market for such services by 2015,
according to Roland Berger. As the leading
Market Expansion Services provider with a
focus on Asia, DKSH believes that it is
optimally positioned to benefit from these
economic megatrends.

This article provides a preview of an in-depth research
report from DKSH and Roland Berger Strategy
Consultants, entitled Market Expansion Services:
Taking outsourcing to a new dimension, published in
October 2011. The study can be obtained at www.
marketexpansion.com.
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Outstanding performance: DKSH has received a number of
prestigious awards, certificates, and recognitions.
The company is the No. 1 Market Expansion Services Group with focus
on Asia, today covering 35 countries, in 2011.

Business Unit
Technology Taiwan recipient of
“Best Business Development
Event Award 2010”
from Oerlikon, a leading high-tech industrial group specializing in machine and
plant engineering, for the
successful management of the 2010 LED
Seminar in Hsinchu, Taiwan.

“Xinji Shaxi Cup“ awarded to
Business Unit Technology China. The cup
is sponsored by the HC
hotel network with the support of 20
industry associations.
(August, 2011)

(August, 2011)

“Most Influential
Distributor in 2010”
Business Unit Technology China recognized by the China Instrument
Manufacturer’s Association (CIMA) during
the annual meeting.

(April, 2011)

Business Unit Technology
Australia receives “Superior Achievement in Sales Growth 2010” award
from US-based Teledyne Isco, a leading
manufacturer of quality
laboratory equipment for engineering
and water pollution monitoring
equipment.
(June, 2011)

“Recognized Food Supplier of
FINA World Championships
Shanghai 2011” certificate for Business
Segment Food Services & Hotel China.
Supplies awarded by the FINA (Féderation Internationale de Natation) and the
government of Shanghai.
(September, 2011)

“Highest sales in ABB
low voltage products 2010”
and “Highest sales growth
for component drives ACS55 and
ACS150” awards for Business Unit
Technology Australia by ABB, a leader in
power and automation technologies.

(May, 2011)

“New agency with outstanding
sales success” award for
Business Unit Technology Japan from
LAUDA, an
internationally acclaimed
thermostatic equipment maker.
(August, 2011)

The “High Integrity Enterprise”
certificate to Business Unit Healthcare
China for passing
the accreditation systems initiated
by the Shanghai government
and the Shanghai Pharmaceutical Trade
Association (SPTA).
(August, 2011)

Business Unit Technology Taiwan named
as “Top Distributor 2010”
by Swiss-based grinding machine
specialist Studer for achieving
a historical sales record for Studer
in Taiwan already by the
end of the second quarter 2010.
(May, 2011)

DKSH’s magazine for Market Expansion Services

55

Inside DKSH

Building Lapp
Group’s growth
Lapp Group, the leading cable technology company,
and DKSH share a long history. The partnership
began in 1994 when Lapp needed a Market Expansion Services partner for Australia, and it is still going
strong as DKSH helps Lapp grow its cable sales in
Asia Pacific.

The 17-year partnership has been
fruitful. It started in Australia, where
DKSH was tasked to help Lapp grow its
cable business in this market. After
performing a thorough market analysis of
Lapp’s product and how it was positioned,
DKSH helped Lapp to specify cables that
would meet Australian regulations and
market requirements. Furthermore, DKSH
went one step further and recommended
to Lapp a suitable cable manufacturer in
China, who Lapp then certified and
qualified as a supplier of quality products
for the Australian market. This close
cooperation has resulted in a steady
growth of cable sales in Australia, and a
high share of repeat business. Today, Lapp
is a market leader in control cables in
Australia.

Providing effective cable solutions for mechanical and plant engineering is one of the cornerstone of Lapp’s business.
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Frank Imkamp, Chairman
& Managing Director, Lapp
Holding Asia.

The Lapp Group’s positive experience
in Australia led to the two companies
expanding their partnership in 2002.
DKSH became Lapp’s Market Expansion
Services provider in Taiwan to help Lapp
gain the market exposure that it was lacking
so far.
In 2007 and 2008, there was a
downturn of sales in Taiwan, prompting
Lapp to reconsider the partnership. Lapp,
however, decided to give DKSH a second
chance to turn the business around. Lapp’s
Chairman & Managing Director of Lapp

DKSH ”made a promise
and commitment
and delivered 100%.”
Holding Asia, Frank Imkamp, met with
Adrian Eberle, DKSH’s Head of Business
Unit Technology, to discuss the way going
forward. Imkamp was impressed with
Eberle’s commitment to transforming sales
performance, and agreed that DKSH will
have six months to develop a sales strategy.
With Tudor Pascu and later Weilun Tsao
both from DKSH Technology Taiwan
providing an outstanding comprehensive
report on the Taiwan cable market, DKSH
was able to come up with a strategy that
convinced Lapp to offer DKSH exclusivity
(except for the solar market), provided that
the defined annual sales quota is achieved.
DKSH immediately started implementing the new strategy. As Imkamp puts
it: “They analyzed the market, they looked
at our competitive advantages, they
positioned the product correctly – and
when that was clear they built the infrastructure around it. They hired the people
in the various parts of the countries where
they knew there was an industrial pocket,
where they could provide services with our
product.”
The resulting success was attributed to
this meticulous approach DKSH took to
developing the market. DKSH began by
identifying the industry segments with the
biggest revenue potential: machine tools
DKSH’s magazine for Market Expansion Services

Lapp products are used in renewable energy.

and semiconductors. The business development team conducted a market survey of
these industries to understand customers’
purchasing criteria, and how Lapp ranked
against the competition. It found that the
top criteria were product safety, product
stability, and certifications – areas in which
Lapp ranks best in class. And yet, most
businesses in these industry segments were
not Lapp’s customers.
Having identified the highest-potential
customers, DKSH Taiwan doubled its sales
team from three to six people, and set about
turning that potential into tangible results.
It identified 500 potential customers,
contacted them personally, and gave them a
new brochure illustrating clearly Lapp's
advantages. In that first year, a Lapp
engineer was assigned to work in DKSH’s
office, traveling with DKSH sales people to
customers, offering technical support.

Within ten months, DKSH had already
achieved the target set by Lapp, and by year
end, sales had surpassed Lapp’s previous
best results in Taiwan, and Lapp had gained
more than 70 new customers. In recognition of DKSH’s achievement, Lapp named
DKSH its “Distributor of the Year 2010.”
The success naturally resulted in the
previously agreed sales targets for the
following two years to be too low. Using the
2010 results as the new baseline, DKSH
and Lapp agreed on a 20% growth year-onyear, which DKSH is confident it will meet.
Imkamp has been particularly impressed by what he refers to as DKSH’s
“attitude towards getting the job done.” From
his initial meeting with Eberle, DKSH has
succeeded in significantly expanding Lapp’s
market share and reach in Taiwan. DKSH,
he says, “made a promise and commitment,
and [they were] 100% delivered.”
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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 include
24,000 specialists, 610 business locations, 180 distribution centers,
and access to 550,000 customers in 35 countries.
1 Hong Kong, China
2 Hanoi, Vietnam

4 Singapore

Melbourne, Australia 3
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Palmerston North,
New Zealand
5
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1 Swiss Auctions´ debut
auction in Hong Kong

Swiss Auctions, an activity of DKSH’s
Business Segment Luxury & Lifestyle, has
launched its first luxury watch auction.
The auction, held in the Ritz-Carlton
Hotel, Hong Kong, featured rare and
valuable pieces by internationally renowned watchmakers such as Rolex, Patek
Philippe, Audemars Piguet, and Cartier.
There has been a steady increase in
demand for premium luxury watches,
particularly in Hong Kong and China,
attracting numerous overseas watch brands
to enter Hong Kong as they expand their
operations into the China market.

3 DKSH acquired specialty
chemicals distributor

5 New acquisitions in
New Zealand

DKSH has acquired Melbourne-based
Tiger Chemicals Company, which will be
integrated into DKSH’s Business Unit
Performance Materials. With this transaction, Performance Materials, a leading
specialty chemicals distributor, gains access
to several hundred customers and a sales
team with more than 30 years of experience in specialty chemicals distribution.
The takeover of Tiger Chemicals Company
strengthens DKSH’s footprint in Australia
enabling further growth thanks to an
expanded customer base. Moreover, it
enables the company to extend its activities to New Zealand through established
sales channels, offering an even better
market coverage in Asia Pacific to its
existing and new clients.

In September, DKSH signed an agreement
to acquire Brandlines Limited and
FNZ Brands Limited, the leading fullservice providers for fast moving consumer
goods in New Zealand. With this
acquisition, DKSH extends its blanket
coverage across Asia to the New Zealand
market for its Business Unit Consumer
Goods, strengthening its position as the
leading provider of Market Expansion
Services in Asia Pacific.

4 New distribution center
in Singapore

2 New distribution center
in Hanoi, Vietnam
DKSH has opened its new state-of-the-art
12,000 square meters distribution center
(DC) in Thach That – Quoc Oai Industrial Zone, setting a benchmark in terms of
high-quality service and capacity for
growth and expansion. It replaces two
older facilities that have been serving
DKSH’s business partners from the fast
moving consumer goods and healthcare
industries, and can also handle the
growing needs of DKSH's Performance
Materials' clients. The modern DC caters
to the needs of 5,500 healthcare customers
including hospitals, clinics, and pharmacies as well as over 20,000 retail outlets
and manufacturers throughout North
Vietnam. This new facility, fully equipped
with Building Automation System,
incorporates the largest healthcare cold
chain storage technology in the region.
DKSH’s magazine for Market Expansion Services

Significant investments into
Luxury & Lifestyle business

Dr. Joerg Wolle, President & CEO of DKSH,
opening the new distribution center.

Singapore is a key hub for DKSH and
home to its Global Finance Center and
in-house academy for executive training.
In July, the company opened a new
state-of-the-art distribution center which
is expected to further strengthen DKSH’s
position as the leading Market Expansion
Services provider in Singapore and in the
region. The new, larger distribution center
will better serve the company’s fast moving
consumer goods and healthcare businesses.
It serves over 1,800 hospitals, clinics, and
dental centers, and over 2,000 retail
outlets throughout Singapore.

DKSH continues its focused strategic
growth course for its luxury and lifestyle
business. Following the acquisition in
February 2010 of Hagemeyer-Cosa
Liebermann, a Swiss company with a long
tradition in the marketing and sales of
luxury and lifestyle products, DKSH has
now further strengthened its luxury goods
activities through two significant investments. On the one hand, DKSH has
taken a majority shareholding in Maurice
Lacroix, the renowned Swiss watchmaker.
On the other, DKSH has established a
joint venture with Zino Davidoff AG for
the sales and marketing of luxury timepieces, leather goods, and accessories
throughout Asia.
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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, strengthening our
leadership, and we take a deep interest in the communities we serve.

Upgrading DKSH Technology
Thailand‘s service level with a
calibration lab
DKSH Thailand was granted the ISO
17025 Laboratory Accreditation, the
global quality standard for testing and
calibration laboratories, for the setup of
our calibration lab in Bangkok. The
ISO 17025 calibration lab is a part of
Calibration & Quality Services, a comprehensive solutions program to assist
customers with controlling their monitoring and measuring devices as required by
ISO registration and consumer protection
laws. The best value proposition includes
setting cost saving goals, increasing
productivity and performance, and leading
to a reduction in overall costs.

web interface. The DMS project was
initiated by the Business Unit’s SEQRA
team (Safety, Environment, Quality, and
Regulatory Affairs) and the development
process was supported by Corporate Shared
Services Center (CSSC). The objective was
to centralize and report any kind of
deviation in one service process and through
a centralized system. DMS also guarantees
faster, better, and more professional
feedback to DKSH’s business partners.

Business Unit Consumer
Goods Malaysia obtains ISO
certification

Top-quality service – aided
by a new reporting system
When delivering specialty chemicals and
food ingredients, DKSH is naturally aiming
at fully satisfying its customers. Still –
deviations can happen and in many diverse
forms. In order to prevent such deviations
from recurring, Business Unit Performance
Materials recently rolled out a global service
improvement tool called Deviation
Management System (DMS). It is Lotus
Notes based and very easily accessible via a
60

In an increasingly competitive world, ISO
certification offers important advantages
that far outweigh the enormous amount of
work needed to achieve it. The logistics
team of Business Unit Consumer Goods in
Malaysia therefore decided to obtain ISO
accreditation in order to provide suppliers
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and prospects independent validation of
DKSH’s high-quality service offering. To
achieve this, the Consumer Goods logistics
team reviewed all standard operating
procedures and reengineered them in a
ten-month project. Finally, Consumer
Goods was proud to receive ISO 9001:2008
accreditation for their quality management
system, issued by SGS, the world’s leading
inspection, testing, and certification
company.

Hip joints sold directly to
Chinese hospitals

In January 2011, DKSH succeeded in
selling a hip joint directly to a Chinese
hospital for the very first time without
going through an authorized distributor:
a true breakthrough in DKSH’s relationship with hospitals in China. This milestone reflects the hard work of DKSH
China’s hospital direct sales team and
brings benefits to surgeons and patients.
The medical devices are made by Mathys,
a Swiss company with over 50 years of
experience in producing artificial joint
replacements and synthetic bone graft
substitutes. “Previously, DKSH China
worked with distributors because hospitals
only bought devices from authorized
distributors,” explains Lily Wang, General
Manager of Medical Devices, Healthcare
China. As part of the strategy to motivate
local distributors to switch to the superior
yet also more costly new products from
Mathys’ devices, DKSH China started to
build a direct bridge to customers. In line
with the strategy, new marketing and
product training functions were created
within Business Line Medical Devices so
as to faciliate the business development
and customer support to the hospitals.
DKSH’s magazine for Market Expansion Services

Brennwald Diary
Translation Project
Caspar Brennwald (1838–1899), one of
the co-founders of DKSH Japan, played
an active role in Yokohama’s history. Parts
of his diary describe the efforts of the Swiss
Government Counselor to conclude the
treaty between the two countries until the
Japan-Swiss Commerce Treaty was signed
in February 1864. DKSH Japan with the
cooperation of the Yokohama Archives of
History launched a project to translate the
Brennwald diary in its entirety (Brennwald
Diary Translation Project). In June 2011,
Dr. Joerg Wolle, CEO & President of
DKSH Holding Ltd., was invited to hold
a speech at the Brennwald Diary workshop in Yokohama to commemorate the
completion of the first Japanese translation. “Since the arrival of Mr. Brennwald
almost 150 years ago, our company has
overcome many challenges in Yokohama
together with its citizens, including the
great Kanto earthquake and the two world
conflicts,” Wolle said. “Today, we are
honored to be the oldest foreign company
in Japan with an uninterrupted presence.”

DKSH supports charity
event in Malaysia

In September, DKSH took part in “The
Edge – Bursa Malaysia Kuala Lumpur Rat
Race” as a sponsor with five participants
including DKSH Malaysia’s Country
Finance Director, John Clare, and Managing Director of DKSH’s Famous Amos
business in Malaysia, 70-year-old Dorothy
Tan. The Rat Race is co-organized by
Bursa Malaysia Kuala Lumpur and
The Edge, a leading weekly business
publication that sponsors the Rat Race.

Youth project in Thailand

The Right To Play Thailand
Organization and the
Department of Juvenile
Observation and Protection of the Royal Thai
Ministry of Justice signed
a memorandum of understanding to support life
skills development for
youths in
training centers
across the
country
through sport
and play activities. Both the Canadian
Embassy in Thailand and
DKSH Group
are funding this program.
Right To Play is the
leading international
humanitarian and development organization
using the transformative
power of sport and
play to build essential
skills in children and
thereby drive social
change in communities
affected by war, poverty,
and disease.
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Desperation: the stock market crash of 1929 left millions jobless, while the ensuing Great Depression had devastating effects all over the world.
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Siber, Hegner & Co., Yokohama. Earthquake in Japan leading to floods.

Keeping the faith
Investment, expansion, and endurance have always
been DKSH’s preferred recipes for successfully overcoming a downturn.
Markets are trembling. Investments are
waning. Share prices are tumbling.
Recession is sweeping across the world,
affecting thousands of businesses. No one
is safe. This is October 1929 and Wall
Street, the free world’s stock market
exchange, is on its knees.
In 1933, unemployment in the USA
had quadrupled, with some 12 million
people out of work. “The USA has lost its
entrepreneurial spirit and American banks
are reluctant to give credits,” noted Robert S.
Hegner, a board member of SiberHegner,
which would decades later merge with
Diethelm Keller to form DKSH (becoming
the “SH” part of the acronym). Hegner had
gone to the USA to look for investments to
set up an American subsidiary of the firm
after its Japanese subsidiary suffered several
crippling blows from earthquakes and the
Great Depression (see expand, May 2011).
Unfortunately, he had returned emptyhanded.
Diethelm & Co. Ltd., another Swiss
firm that later became the “D” in DKSH,
had no better luck. In 1930, the firm’s
operating accounts were all in the red. Its
chairman Wilhelm Diethelm had no choice
but to suspend dividend payments for two
DKSH’s magazine for Market Expansion Services

years. To make a personal example of his
commitment to the firm’s survival, he and
his family added CHF 1 million to its share
capital to strengthen its balance sheet for the
tough times. Even so, trading during this
period was difficult and the business strategy
was one of “hit and miss”, with success
equating to simply having more hits than
misses in a given year.
Ed. A. Keller & Co. Ltd., the “K” in
DKSH, had to face tough choices as well. In
1931, and for five years after that, its
chairman Willy M. Keller was unable to pay
out dividends. But there was a silver lining in
the cloud. Although the firm did not know it
at the time: the financial environment would
force it to shake up its structure in Asia,
including a move to turn a struggling Hong
Kong business into a direct branch of the
Zurich office, which quickly started to
flourish and expand.
Fast forward to today, with certain parts
of the world still trying to find recovery from
recession, Asia remains a key target market
for investments and expansions, thanks to its
growth, rapid industrialization, and burgeoning middle class. DKSH, as it has been
doing over nearly 150 years, continues to
seek every opportunity to help companies
expand and contribute to the region’s
unrivalled growth. Most importantly, it
continues to demonstrate its resourcefulness,
resilience, and pragmatic hands-on approach,
learning from its past and transforming itself
into what the market and its business
partners need.
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Have it your way
People around the world have taken the Burger King message to heart
to “have it your way” and have gone on to create inventive and regionally
influenced variations of the classic American burger.

Pimped up: burger giant Jollibee
appeals to Filipino taste by serving
a slice of pineapple.

No chicken feed: if beef’s too
much and vegetable not
enough, the chicken burger
will do.

The burger, boasting worldwide fame and
recognition, has a less than certain origin.
The most likely story of its conception begins with Fletcher “Old Dave” Davis from
Athens, Texas. He decided to grill a hamburger steak to a crisp brown and serve it
topped with slices of raw onion in between
two slices of toast bread. After the immediate success of the new sandwich in his café,
he took his creation to the 1904 St. Louis
World Fair.
Since then, the hamburger that we
know and love has come a long way. As it
traveled around the world, different cuisines
appropriated it, giving this American classic
their own twist. In America, this menu staple is served in between burger buns, topped
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Vegetable harmony:
Mos Burger’s rice
buns from Taiwan.

with ketchup, cheese, raw onion, pickle, and
lettuce. Moving down south to Central and
Latin America, we find avocado paste edging ketchup out of the combination. Moving right across the Atlantic, the Scottish
have brought a whole new meaning to burgers with their battered and deep-fried meat
patties.
Heading east, we move to India, where,
because of religious restrictions, the traditional beef patty is replaced with a fried potato-based one, topped with coconut chutney. The Chinese sometimes replace the
burger bun with one made of rice and often
prefer pork to beef. In the Philippines, local
burger giant Jollibee serves up sweeter and
spicier burgers to appeal to local palates.

Finally, in the land down under, lettuce is
not considered good enough, so they use
beetroot, pineapple slices, and the occasional
egg to jazz up their patties.
Of course it is not only locals that have
taken to being creative. McDonald’s, one of
America’s most successful exports, often tailor their menu to regional needs. In Germany, France, and Italy, you can wash down
your Big Mac with a pint of beer. You can
get your lobster dinner at your McDonald’s
in Toronto, and in Tokyo you will never be
short of shrimp burgers and nuggets. The
importance for global businesses like McDonald’s to cater for local tastes is paramount, especially in keeping local competition at bay.
expand December 2011
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FOLLOW
YOUR
CONVICTIONS
”THE WORLD IS FULL OF
OPINIONS. THE ONLY ONE
THAT MATTERS, IS YOURS.”
Dicky Cheung, Actor / Artist

As a penniless actor, the only person who believed
Dicky Cheung would make it was himself.
At Maurice Lacroix, we too believe in what we do,
creating our groundbreaking movements and award
winning designs by hand – because like Dicky,
we follow our convictions.
For more information visit www.MauriceLacroix.com

Masterpiece Double Rétrograde

