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Letter from the editor

Dr. Jörg Wolle, President & CEO of DKSH. 

	Dear	readers
Welcome to the new issue of expand, DKSH’s magazine for Market 
Expansion Services. In this edition we take a closer look at sourc-
ing, exploring the opportunities and the challenges that companies 
face as they seek to source materials, components, equipment, and 
products from various markets. In our main feature, for instance, 
we reveal how the challenges of higher commodity prices and fall-
ing revenues have catapulted the procurement function from back 
office to prominence within many organizations. This is especially 
true for firms that choose to closely collaborate with their suppliers 
already in the research and development phase, thereby creating a 
value-added sourcing relationship.

The sourcing theme is also becoming more and more important in 
the face of ongoing globalization, with companies benefiting from 
the opportunities of new markets. But in doing so, they need to 
comply with ever increasing rules and regulations to ensure prod-
uct quality, while maintaining competitive costs. Staying ahead of 
the game is best ensured by collaborating with specialized service 
providers who can facilitate relationships, offer on-the-ground lo-
gistics and access to suppliers, as well as in-depth knowledge of lo-
cal regulations. DKSH is a clear leader at this, the No. 1 provider of 
Market Expansion Services with a focus on Asia. We offer an unri-
valled local network, combined with nearly 150 years of experience 
in Asia, all of which puts us in an excellent position to support our 
business partners. 

As I write these lines, Japan is recovering from a devastating earth-
quake and tsunami that cost tens of thousands of lives. I would like 
to express my deep sympathy to all concerned. Fortunately, DKSH 

Japan escaped the disaster without major damages. We are closely 
monitoring the further developments and proactively communicat-
ing with business partners worldwide on how to best support them in 
this unprecedented situation. We have also set up a global DKSH 
donation program to support the recovery efforts and enable young 
people who have lost their parents to continue their education 
through scholarships. 

With best personal regards

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

Welcome to our
magazine! 
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FactBox

Basics about the Philippines
 Capital: Manila

 Size: Size: Size: 300,000 sqkm

 Coastline Coastline Coastline: 36,289 km

 Population: Population: Population: 102 million

 Currency: Currency: Currency: Peso

 GDP: GDP: GDP: USD 353 billion

 GDP per capita: GDP per capita: GDP per capita: USD 3,500

 Government type: Government type: Government type: Republic

 Life expectancy: Life expectancy: Life expectancy: 72 years

 Literacy fraction: Literacy fraction: Literacy fraction: 92.6%

 Internet users: Internet users: Internet users: 8.3 million

Cellular phone 
subscribers: 92.2 million

 Labor force: Labor force: Labor force:  Agriculture: 33%
Industry: 15%
Services: 52%

 Airports: Airports: Airports: 254

 Waterways: Waterways: Waterways: 3,219 km

Source: CIA World Factbook (numbers as of March 2011)CIA World Factbook (numbers as of March 2011)CIA World Factbook

Doing business in the Philippines
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You need to offer value 
and innovation
Dr. Rolando Hortaleza, co-founder and CEO of personal care company  
Splash Corporation, believes that delivering high-quality goods is key to success 
when doing business in the Philippines. 

 Business is booming in the Philippines. In 
2010, GDP growth reached 7.3%, the high-
est level in more than three decades, largely 
on the back of rising private consumption. 
All this is good news for Dr. Rolando Hor-
taleza, the CEO and co-founder of Splash, a 
personal care company that is rapidly ex-
panding into more wide-ranging consumer 
goods. 

In 1985, together with his wife, he founded 
Splash with an initial capitalization of just 
USD 300 (about PHP 12,000). Since then, 

the company has expanded into a nearly 
USD 100 million business, with market-
leading products in several categories, such 
as skin whitening creams and exfoliants, 
ahead even of the formidable foreign com-
petitors that operate in the market. In turn, 
his firm is providing lessons for others 
striving to build a business in the Philip-
pines. 

Perhaps one of the surprising lessons for 
outsiders is the need to compete on quality 
issues, as well as cost. “Filipinos are very 
knowledgeable, you can’t just convince 
them with good advertising and marketing. 
You need to have a convincing offering,” 
says Dr. Hortaleza. “Price is very important, 
but at the end of the day, it’s still the value 
and innovation that you can offer to the 
consumer.” 

His firm has steadily won over local consum-
ers by having a deeper understanding of their 
needs and interests. Splash established a re-
search institute in 1997 to deepen its prod-
uct innovation, while it invests constantly in 
consumer research and focus groups to un-
derstand people’s needs. This local insight 
paid off especially in the development of a 
whitening product, which Splash was able to 
launch ahead of other players. 

Doing business in the Philippines

In terms of the broader barriers that busi-
nesses seeking to operate in the Philippines 
will need to overcome, a prime consideration 
is the political dimension. The World Bank 
ranks the Philippines relatively poorly in 
terms of ease of doing business, especially 
with regards to the red tape involved with 
starting a new company. 

Nevertheless, Dr. Hortaleza argues that such 
barriers are surmountable: “If you engage 
politicians and officials, in terms of the em-
ployment you are creating, then that can be 
a leverage to facilitate your business.” Fur-
thermore, the strong victory of Benigno 
Aquino in last year’s presidential election 
has set the stage for increased political sta-
bility and a promised crackdown on corrup-
tion, all of which will boost business in the 
country. 

One aspect on which the Philippines is rela-
tively well rated by the World Bank is its ease 
of trading across borders. And this is now 
the key area that Splash is focusing on in the 
next stage of its growth, having already 
moved into Vietnam, Cambodia, and Laos. 
Other local businesses seeking to emulate 
Splash’s ongoing success will be watching 
with interest. 

Dr. Rolando Hortaleza, co-founder and CEO of 
Splash Corporation.
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The global world 
of sourcing
High-quality and cost-effective sourcing is crucial to the success of many  
businesses, but is increasingly challenging in a competitive, global market.  
Finding a good, reliable partner to help navigate these challenges is vital.

The global world of sourcing
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The global world of sourcing

Opportunities  
and challenges in sourcing
For years, the sourcing function has been working behind the scenes,  
but the impact of the recession has thrust it into the limelight – and  
is changing the importance of its role altogether. By Daniel Martin. 

 Sourcing teams used to be at the dull end of the company, tasked 
with finding cheap and suitable components, raw materials, and ser-
vices, and then delivering them on time. But procurement managers 
are now enjoying something of a rebirth, with their status moving up 
the company hierarchy. In part this is because their job has been dif-
ficult in recent years. A global recession has tested supply chains, as 
suppliers have gone bust and orders have been cancelled. In the post-
crisis world, soaring commodity prices are making it ever more im-
portant to find the right supplier. Good sourcing teams have had 
ample opportunity to prove their worth. But there has also been a 
shift in the way sourcing is viewed. Increasingly, sourcing managers 
are being consulted on strategic decisions as company directors wake 
up to the role that sourcing can play in creating a competitive advan-
tage for the company. Procurement is no longer just about contain-
ing costs, it has become integral to brand development and revenue 
generation. As Professor Christopher Jahns, Executive Director of 
the Supply Management Institute at the European Business School, 
puts it: “Four years ago procurement was in the cellar. It wasn’t in the 
mind of top management as a driver of profitability. Now it is start-
ing to be recognized in the boardroom.” 

A greater role for sourcing
The global financial crisis has certainly raised the profile of the sourc-
ing function. As firms were starved of revenues the pressure to cut 
costs and preserve profitability intensified. Much of the cost cutting 
was achieved through layoffs and outsourcing, pay cuts, and delayed 
investment, but firms also looked to their procurement teams to find 
them cheaper supplies. Demand shortages also put pressure on sourc-
ing firms. When firms saw demand for their goods drop they reduced 
their own orders from suppliers. Where contracts lacked flexibility 
they sometimes needed to be cancelled. This naturally put a strain on 

dealings with suppliers, exposing procurement teams that failed to 
build strong relationships with suppliers. Many suppliers also went 
bankrupt, forcing sourcing managers to find new ones. Companies 
with a wider network of sourcing experts and a bigger database of 
potential suppliers found this easier. Those that had performed strong 
audits on their suppliers found it less necessary. 

But while the global recession may have put the microscope on 
sourcing, companies were already waking up to its importance before 
disaster struck. One reason for the increased importance of procure-
ment is a growing desire among firms to focus on their core capabili-
ties. Take the pharmaceutical industry for example. Christian Lotz, 
Business Development Manager for pharmaceuticals at DKSH Per-
formance Materials, says that “in the past, everything was done with-
in the company. Now the pharmaceutical companies want to be 
R&D institutions, with manufacturing done outside of the firm.” 
Procurement managers are then responsible not only for finding the 
right materials, but also for finding a manufacturer that they can 
depend upon for quality, reliability, and environmental and social 
responsibility. The vetting process to find such a supplier can be com-
plex. To be confident of a supplier’s reliability procurement managers 
need to build a good understanding of their operations. 

Financial audits must be carried out to ensure that the firm is on a 
sound footing. In assessing and checking a supplier’s corporate re-
sponsibility programs, it is not enough to rely on their self-assess-
ments. Procurement managers need to work with suppliers to ensure 
that laws are complied with and that working conditions and envi-
ronmental practices are up to the required standards. Without such 
care, a firm can find its brand damaged by actions undertaken out-
side of its own boundaries. 
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                 The global world of sourcing

Opportunities  
and challenges in sourcing

Tackling such challenges requires a broad range of expertise. Profes-
sor Jahns argues that these demands are one reason for the growing 
role of sourcing managers in the broader strategic decisions of com-
panies. “Sourcing experts need to understand production, market-
ing, engineering, finance, and so on. That is why they are getting 
more say.” And of course, if, as appears to be the case, higher-caliber 
people are being hired to fill these more demanding sourcing man-
agement roles, it is natural that they will demand a greater role in 
strategic decisions. 

Driving innovation
As production is being moved outside the boundaries of firms, sourc-
ing managers are being given ever more opportunity to create value 
for a business. One of the most important ways in which sourcing 
can contribute to a company’s top line is by tapping into the suppli-
ers’ ability to drive product innovation. This value-added sourcing 
requires suppliers to do more than just manufacture or produce in-
puts. Being more familiar with a component, material, application, 
or process, the supplier is often in the best position to improve it. 
According to Riccardo Giacomessi, Sales Manager for the Food and 
Beverage Industry at DKSH’s Business Unit Performance Materials, 
“good suppliers don’t wait for the customer to tell them what they 
want. They anticipate what the customer will need and conduct their 
own R&D to meet those needs.” 

It is possible to go too far down this road. Executives at Boeing, for 
example, have recently admitted that they were too aggressive in out-
sourcing the design of components for its next-generation 787 
Dreamliner airplane. In designing past models Boeing gave suppliers 
detailed blueprints for the manufacture of components. This time 
around they gave suppliers specifications and let them design their 
own blueprints. The result was a lack of cohesion in the design pro-
cess, with components often not fitting together. The plane is now 
three years late and billions of dollars over budget. 

The key is to get the balance right. One way around the problem is 
to work closely with suppliers, letting them innovate while ensuring 
that their innovation works in the context of the overall product. As 
David Redfern, Chief Strategy Officer at GlaxoSmithKline, a phar-
maceutical company, puts it: “You clearly have to have a core exper-
tise, but not all leading science is going to be within the boundaries 
of GSK…We do about 50% of research in-house and 50% in col-
laboration with universities and biotech firms and we think that is a 
model that works well.” 

The globalization challenge
The role of the procurement manager has also been changed by glo-
balization, which has increased the complexity of business opera-
tions. In a more interconnected world, firms have been presented 

External suppliers can also support top-line growth by directly contributing to product innovation.
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with the opportunity to sell into new markets and have gained access 
to new, potentially cheaper suppliers in low-cost countries but their 
supply chains are also far trickier to manage. To stay competitive 
firms need to look around the globe for the most suitable suppliers. 
This naturally means that procurement teams need to contend with 
a multitude of legal systems, tax and regulatory regimes, and ac-
counting practices. They also need to be comfortable dealing in local 
languages and must understand local cultures and business practices. 
These are serious headaches for sourcing managers, but they are also 
some of the key reasons why they have become more important. 

The competitive pressure to source globally is encouraging firms to 
look for external sourcing partners. The most obvious reason for this 
is that sourcing the cheapest and best-quality inputs requires knowl-
edge of and access to suppliers in a wide range of countries. For many 
companies this is impractical, so they are choosing to outsource the 

procurement function. A specialist sourcing firm with a global pres-
ence provides a company, no matter what its size, with access to sup-
pliers all around the world, as well as a built-in relationship with 
these partners. This is important not only in finding a good supplier, 
but in reacting to changes in circumstances. 

Flexibility is crucial. For example, while China has been the low-cost 
country of choice for procurement teams in the past decade, wages 
are growing at double-digit rates. Many firms are beginning to look 
for cheaper options, but this requires knowledge of other low-cost 
countries as well as access to suppliers and development of such rela-
tionships, all of which can take time to develop. Specialized procure-
ment firms with a wider local presence of sourcing experts, large sup-
plier databases, and IT systems that can make quick assessments are 
in a position to shift to suppliers in different countries easily. 

Regulatory changes create similar pressures. Marcel Baumgartner, 
General Manager Sourcing for Technology at DKSH, uses the exam-
ple of screws bought from China and imported into Europe. In De-
cember 2008 the EU slapped an antidumping tax of up to 87% on 
Chinese screws. The decision immediately forced European firms to 
reconsider their suppliers. In such a situation it is crucial to have alter-
native options. Marcel Baumgartner sees this as an opportunity for 
sourcing firms. “DKSH's infrastructure all across Asia enables us to 
not only source, but also package the required items according to our 
customers’ specifications. If problems arise, we can switch almost im-
mediately to another of the 35 countries we operate in.” This flexibil-
ity is likely to be needed in the future: according to a report by the 
WTO1 published in December, China was subject to 23 antidumping 
investigations in the first half of 2010, more than any other country.

Dealing with new demands
Changing consumer demands or supplier conditions can also force 
firms to find new suppliers. Brazil is the world’s largest supplier of soy 
lecithin, an important emulsifier for the chocolate industry, but it 
became harder and more expensive to source as the country opened 
up to the planting of GMO soy. Contamination meant that it was 
difficult for suppliers to guarantee their product was GMO-free. 
Faced with this problem, DKSH developed relationships with Indian 
suppliers, working closely with them to ensure the quality of the 
product and the absence of GMO contamination. The world’s largest 
chocolate producers now rely on DKSH for uninterrupted, on-time 
delivery of non-GMO soy lecithin. It is common to find such situa-
tions, where a lack of alternatives makes it impossible to phase out a 
supplier who is failing to meet the required criteria. In these cases, 
procurement teams need to engage more deeply with their existing 
supplier or a potential alternative and encourage their development. 
Again, an external Market Expansion Services provider might be in a 
better position to do this, because they can use a supplier for a range 

The global world of sourcing

Sourcing partners can help find alternative supplies of goods, such as GMO-free soy 
lecithin for chocolate.

1  Semi-annual reports of Members to the Committee on Anti-Dumping Practices, World Trade
Organization, December 2010
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of customers. For an individual customer, the expensive and time-
consuming process of developing a supplier is less cost-effective.

Another reason for looking to an external sourcing partner is that it 
is often not enough to simply find or develop a good supplier. Get-
ting an input from a supplier to its destination can often be costly 
and full of risk. Purchasing prices can often look attractively low in 
developing countries, but the price advantage can be wasted by the 
costs and risks created by logistical problems, weak intellectual prop-
erty rights, and messy local bureaucracies. Professor Jahns talks of the 
“total cost of ownership” of a product. According to him, many man-
agers who calculate the total cost of ownership of an input from 
China estimate that the price advantage should amount to at least 
20–30% in order to make procurement worthwhile. Having the ex-
perience and reach to manage the factors that can ramp up the final 
cost of an input is critical in global sourcing. 

The challenges facing a sourcing manager have clearly become more 
difficult in a globalized and unpredictable world economy. But the 
opportunities for a procurement manager to deliver advantages for 
his firm have also never been greater. Whether firms choose to react 
to these new circumstances by dedicating greater resources to their 
own team or by engaging a specialist services provider, it appears that 
the procurement manager has finally broken out of the cellar. 

 
 
 
 

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

The global world of sourcing

Procurement experts are working hard to balance supply against uncertain levels of demand.
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Right-cost,  
not low-cost sourcing
A range of potential risks, from the reputational to the regulatory, await firms  
that don't consider the full costs of what they're sourcing. Investing in deeper  
supplier relationships can ensure a positive outcome. By Thomas Clouse.

 Stories about sourcing in low-cost countries tend toward the ex-
treme. Some tell of tremendous savings while others complain about 
poor-quality products and dishonest local partners. In most cases, a 
company’s success in sourcing depends upon its priorities and its 
preparation. Often the companies that boast of savings initially be-
come the same companies that later suffer from unexpected cost and 
quality issues.
 
Chris Runckel, President of US-based Runckel and Associates, a con-
sulting firm, explains: “The most common mistake companies make 
is to chase low prices. If you focus only on price, you often miss 
other potential costs.”

Many of these other potential costs stem from quality issues, says 
Runckel. While companies can save money initially by using lower-
cost suppliers, they must often pay more to remedy problems when 
those suppliers are unable to meet quality requirements. In such situ-
ations, companies not only face the direct costs associated with re-
placing faulty products but also the potential damage to their reputa-
tions if the products reach their customers. In one example, US 
toymaker Mattel had to recall almost a million toys in 2007 after it 
was discovered that one of its suppliers has used lead paint.

Clearly communicate your expectations
Communication is an important element in ensuring quality. Compa-
nies must be clear about their product specifications and business ex-
pectations, a task which is complicated by differences in culture and 
language. “Companies should put out a package of requirements to 
suppliers that explains in easily understood terms what is expected and 
how the whole process will take place,” says Runckel. And poor quality 
is not the only issue that can damage a company’s reputation, he adds. 

The global world of sourcing

Companies should also make sure the suppliers they work with have 
ethical business practices. “More companies want to know that their 
suppliers treat their workers decently, follow business standards and 
legal procedures, and know how to treat the environment properly.”   

Mario Preissler, Head Business Unit Performance Materials at DKSH, 
explains: “The most important factor is really making sure the sup-
pliers you identify are professional companies that will follow the 
standards that you expect and will still be around in the future.”

Visiting the supplier companies can serve as a first step in determin-
ing their level of professionalism. It also gives companies a chance to 
evaluate the logistical costs of a company’s location. As Runckel men-
tions, lower-cost producers are often located further from ports and 
railroad lines, which can translate into higher shipping costs and lon-
ger travel times. This also increases companies’ exposure to price 
shocks when oil prices rise. 

Handling regulatory risks
The location of the company not only matters for transportation 
costs but for regulatory risks as well. Tariffs, which can vary greatly 
from country to country, add significantly to product costs and can 
increase quickly when trade tensions surface. In the first half of 2010, 
for example, more than 32 WTO members implemented anti-dump-
ing measures to slow the inflow of imports. 

Regulatory risks can take place on a smaller scale, too, such as when 
local authorities increase minimum wages as they have in recent 
months in Shanghai, Jiangsu, and other parts of China. They may 
also be less direct. For example, weak enforcement of intellectual 
property rights can endanger companies’ technological assets. 
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The global world of sourcing

A changing economic backdrop
Properly incorporating all these factors – price, quality, communica-
tion, ethical business practices, logistics, and regulatory environment 
– is made increasingly complicated by the rapidly changing global 
economic backdrop. Higher wages are increasing production costs 
but are also boosting domestic consumption. The traditional model 
in which companies produced in low-cost countries and exported to 
developed countries is changing, especially as many suppliers in low-
cost countries are improving in quality and expanding their capabili-
ties. “The gap is closing,” says Mario Preissler of DKSH. 

That closing gap makes supplying decisions more difficult, argues 
Yogesh Malik of consulting firm McKinsey & Company. “As compa-
nies in developing markets become increasingly credible suppliers, 
deciding which low-cost market to source from becomes more diffi-
cult,” he notes in a January 2011 report1  about building the supply 
chain of the future. That report cites a McKinsey survey, in which 
68% of respondents expected supply chain risk to increase in the 
next five years. 

In response to such risk, companies must not only research the many 
factors mentioned above but also invest in their supplier relation-
ships to gain the most from their supply chains. “It is very important 
that the source you buy from makes enough money to have an inter-
est in maintaining a long-term relationship with you,” says Preissler. 
“The longer the relationship lasts, the more secure you are.”

FactBox

Evaluating potential suppliers

  Check that potential suppliers have the experi-
ence, capacity, and financial resources to meet 
your quality requirements

  Ensure potential suppliers fully understand 
your quality requirements. Common practices 
vary from country to country, so be aware of 
your assumptions

  Investigate potential suppliers’ business prac-
tices to ensure they’re in line with your compa-
ny’s standards and expectations 

  Evaluate the costs of transporting your prod-
ucts from your potential supplier to your final 
market

  Factor tariffs into your costs and potential trade 
friction into your risks 

  Understand the legal environment. Pay particu-
lar attention to transparency and enforcement

A closer relationship with suppliers that isn't focused solely on price can lead to an entire range of benefits.

But while supply chain risks are increasing, so are the potential ben-
efits. Strong supplier relationships help companies realize those ben-
efits. Many firms are already adjusting their strategies. In a survey of 
manufacturing executives conducted in September 2010 by KPMG, 
a tax and audit firm, more than half of the respondents planned to 
collaborate more closely with or give full responsibility to suppliers 
for issues ranging from product development to cost reduction.2

While such suppliers are less likely to offer the absolute lowest price, 
they are more likely to work together with companies to address the 
increasingly complex challenges of the global economy. Furthermore, 
when suppliers begin taking on more responsibility, companies can 
focus more clearly on product development as well as marketing and 
business strategies and are thus more likely to have happy endings to 
their sourcing stories. 

1  Building the supply chain of the future, McKinsey Quarterly, January 2011 
2  Global manufacturing outlook, KPMG, September 2010

Thomas 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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Creating the right  
relationships
Firms willing to invest time and resources into developing deeper  
relationships with their suppliers are finding a range of benefits.  
This is especially crucial for small to medium-sized companies.  
By Sumana Rajarethnam.

The global world of sourcing

	In an intensely competitive and globalized 
marketplace, companies are compelled to fo-
cus on their core competencies, such as 
product design and marketing. In turn, this 
often results in an increased dependency on 
suppliers, those who fulfill on actual deliv-
ery. This greater reliance not only affects 
considerations of price, quality, and reliabil-
ity, but also extends to a company’s ability to 
innovate. Those firms that are most adept at 
co-operating closely with their suppliers are 
often the ones that are most competitive. 

The ability to successfully manage this rela-
tionship is often crucial for competitive ad-
vantage, especially as it is not something that 
can be easily duplicated or substituted for. A 
mutually beneficial long-term relationship is 
a mix of good business sense with cultural 
and economic understanding. While shop-
ping around for better prices between sup-
pliers can help a business remain competi-
tive in the short term, true value comes in 
developing long-term supplier relationships.

Relationship benefits
A tension between price and long-term rela-
tionships will always be present, says Pat Cor-
tez, Head of Country Management Team, 
DKSH Philippines. “When you make a deci-
sion based purely on cost, expectations are 

always different. There is a tendency to want 
immediate results. There is also the fear of 
losing confidentiality and control. However, 
when you think of long-term relationships, 
you can agree on milestones of engagement 
and this takes some of the tension away.”

Long-term partnerships also allow for better 
resource planning. “You can achieve efficien-
cy by aligning your processes and productiv-
ity increases when you understand each  
other,” says Cortez. “The longer you work to-
gether, the more you can build your expertise 
and bridge the gaps. It fulfills brand expecta-
tions and is good for the image of both com-
panies.” This in turn enables companies to 
build up an effective, long-term supplier net-
work, which ensures both reliability and 
quality, while potentially also facilitating in-
novations that are developed together. 

Long-term supplier relationships bear several 
other advantages too: industry insight, a 
view on regulatory challenges, and an under-
standing of the political environment, for 
example. All of these can help strengthen the 
supply chain, especially for more complex or 
more regulated products. 

A key product of longer-term collaboration 
is that it also sets up an ongoing entity, 

which in turn is no longer driven purely by 
price. It allows for partners to be the eyes 
and ears in local markets or across the re-
gion. “This allows perspective on the market 
that is hard to distill otherwise and allows 
firms to read the market,” says Jeffrey Moore, 
Vice President Developing Markets for 
DKSH Performance Materials, based in 
Vietnam. “It gives you an opportunity to 
identify new trends, new products, and even 
the blue-chip firms of the future. Ultimate-
ly, this translates into bringing value to the 
customer.”

Close relations can avoid crises
Of course, developing such relationships is 
not without challenges. A key one is culture. 
For example, with Japanese companies, ac-
ceptance typically takes a long time to nur-
ture, with much attention and time paid to 
accreditation along the way. “Cultural aspects 
like these are very important because they are 
the basis for trust and reliability, the founda-
tion of harmonious relations,” says Yoshiyuki 
Shirakawa, Vice President Specialty Chemi-
cals Industry at DKSH Japan.

Once close supplier relations are developed, 
they can also help firms avoid crises, such as 
quality lapses. The tainted-food scandal in 
China highlights how an otherwise world-
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class manufacturing industry can be set 
back by just a small group of operators, 
which could be potentially ruinous for those 
who don’t know and understand their sup-
pliers well. “It is only with good business 
intelligence that you will know whom to 
partner with,” says Moore. “This quality as-
surance mixed with value for money is 
something that can only be developed over 
time.” 

Key for SMEs
The need to develop deeper long-term rela-
tionships is especially pertinent for small and 
medium-sized enterprises (SMEs), although 
of course price remains a key consideration 
for such firms. Gurdip Singh, President and 
CEO of Crescendas MEC, a Singapore-based 
manufacturer of specialist electronic compo-
nents, often finds that SMEs choose a com-
bination of both price and long-term rela-
tionships. “Price is not the only criterion, 
but from an SME perspective, it is definitely 
important,” he says. 

Singh invests a lot of energy into building 
long-term relationships with his subcontrac-
tors, especially given the time it takes to 
build a mutually agreeable process. “You 
need a good system in place, you need con-
trol over materials, and you need to know 
the production process,” says Singh. In par-
ticular, he keeps an eye on financial capabil-
ity and operational readiness when evaluat-
ing potential partners – but then actively 
works to stabilize these as the relationship 
deepens. “In the end, the financial viability 
and success of the business model that the 
supplier is offering is very important. That is 
something that is developed and maintained 
over the long run.” 

Sumana Rajarethnam works as a journalist and 
analyst in Singapore, covering business, politics and 
socio-economic affairs in Asia. He writes for Today, 
a Singapore daily newspaper, and the Economist 
Intelligence Unit, among others. 

FactBox

Successfully	building	supplier	relations

		Know what you are buying: do a preshipment 
sample inspection, with independent laboratory 
analysis if needed

		Communicate: it seems obvious, but daily and 
open communication helps to bridge divides and 
build trust. Meet your potential partners face-to-
face, especially in the early stage of the relation-
ship. Be sure to visit their operations

		Dig deep: find ways to evaluate your supplier 
other than just at face value. Don’t be overly 
reliant on information you find online. It is im-
portant you make sure the supplier has the fi-
nancial and operational capabilities to service 
your business

		Check the basics: revisit your agreed require-
ments and specifications, if needed, and ensure 
that these match any ad hoc or verbal agree-
ments. This is an important means of protection, 
but also helps to formalize the relationship

If handled properly, long-term partnerships with suppliers will improve productivity and resource planning.
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Asia’s green energy

As in many other industries, Asian countries have led the way in pushing  
down clean-tech prices. But this fierce price competition raises other challenges  
for buyers. By Premila Nazareth Satyanand.

The global world of sourcing

manufacturers. Accordingly, it provides a 
useful example to consider in terms of the 
opportunities and risks for potential buyers 
of clean technology. 

Policy has been the prime impetus for Chi-
na’s sudden rise in global renewable energy 
manufacturing. It has set laws to compel its 
utilities to buy only locally generated renew-
able energy, while other rules commit power 
producers to a target of 8% of energy from 
non-hydro renewables by 2020. All this is 
bolstered by favorable tariffs.

Altogether, these incentives have helped en-
sure that China’s installed wind and solar 
capacities have grown by up to an annual av-
erage of 100% since 2006, triggering rapidly 
expanding economies of scale. Together with 
cutthroat competition, along with govern-
mental loans and incentives subsidies, Chi-
nese equipment prices have dropped by as 
much as 25% against international prices 
since 2008, while exports from the country 
have soared. 

But does this boom herald a lasting shift in 
the balance of power in the global renewable 
energy industry? Not yet. China’s focus has 
largely been on commoditized products, 
rather than on innovation. “The world’s top 

ten renewable energy companies do not as 
yet include even one high-end, R&D-driven 
Chinese firm,” says Adrian Eberle, Head of 
DKSH’s Business Unit Technology. 

Buying smart versus buying cheap
Indeed, China’s sudden production boom 
raises other concerns. One relates to quality: 
in solar, few Chinese manufacturers have in-
vested in quality control equipment, leading 
to inconsistencies in conversion efficiency, 
color, and long-term stability of the panels 
they sell. In wind, the China Wind Power 
Outlook 2010 1  alludes to similar problems in 
China’s turbine manufacturing industry. Of 
course, this doesn’t affect all firms, as Alan 
Rosling, Chairman of Kiran Energy, an In-
dian solar power generator, is quick to point 
out. “China’s top firms produce internation-
al quality, which is why they now lead pho-
tovoltaic supplies to Europe.” 

A second missing link is service. While west-
ern turbine manufacturers typically offer in-
stallation, operation, and after-sales mainte-
nance services, as central to an equipment 
deal, Chinese manufacturers usually do not. 

	Europe and the USA have for some time 
raced to produce new kinds of renewable en-
ergy technologies, delivering much innova-
tion but also high prices. Now various Asian 
markets, including South Korea, Taiwan, 
China, and India, among others, are work-
ing to become major new low-cost sources of 
renewable components and technologies. Of 
these, China has been the most high profile 
as a global provider of wind and solar equip-
ment over the past three years, with four 
Chinese solar producers and three wind tur-
bine manufacturers now among the world’s 
ten largest renewable energy equipment 

FactBox

Renewable	energy:		
some	global	facts	and	figures

China now accounts for about half of global pho-
tovoltaic production, while Germany dominates 
the installed solar power base, accounting for 
5 GW of the world’s total 16.5 GW in 2010, com-
pared with China’s 500 MW. In wind, global cu-
mulative installed capacity is dominated by Eu-
rope (76 GW), North America (39 GW), China (26 
GW), and India (11 GW). But China added a strik-
ing 13.8 GW of new capacity in 2009, from over 
10,000 turbines, representing a third of the glob-
al total. 

1  Published jointly by the Chinese Renewable Energy 
Industries Association, the Global Wind Energy Council, 
and Greenpeace



DKSH’s magazine for Market Expansion Services 21

The global world of sourcing

Asian countries are becoming major new low-cost sources of renewable technologies.

Also, unlike the Chinese, many western 
firms offer customers a range of financing 
options to make purchase feasible and af-
fordable. There are also concerns that China’s 
intense price competition might cause sup-
pliers to go under, making it difficult to en-
force equipment guarantees and other forms 
of after-sales support, all of which are crucial 
for ensuring that renewable energy installa-
tions run smoothly for the duration of their 
lifespan. 

Given these concerns, how should renewable 
energy equipment buyers profit from China’s 
low prices while guarding against downside 
risks? Adrian Eberle proposes four measures. 
The first is to aim for “total cost”, rather than 
solely the initial sticker price, encompassing 
elements from financing to after-sales sup-
port and guarantees. “Two, be sure about 
performance and stability.” Eberle proposes 
conducting a detailed background check on a 
potential supplier and its equipment to en-
sure that both are long-term bets. 

“Three, look both at the product and the 
technology behind it,” says Eberle. Only 
technologically strong companies can help 
buyers optimize the efficiency of product use 
and drive it to the next level. The techno-
logical sophistication of a supplier’s manu-
facturing process is also key to the long-term 
durability and efficiency of its equipment. 
For this reason, it is vital to inspect their site, 
adds DKSH’s Tae-Seok Huh, Business Unit 
Manager Technology for Korea. “Four, go 
for partnerships,” says Eberle. He notes that 
the best way to control equipment quality is 
to support key vendors in upgrading output, 
while maximizing one’s own benefit from 
vertical integration. Finally, the supply con-
tract should also clearly specify quality, de-
livery, and penalty parameters. 

Premila Nazareth Satyanand is an independent 
consultant and analyst based in New Delhi. She was 
part of the team that wrote the UN’s recommen-
dations on corporate environmental protection for  
the 1992 Rio conference. She now freelances  
for Columbia University, the UN, the Economist 
Intelligence Unit, and the Multilateral Investment 
Guarantee Agency.
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John Anderson, President & CEO of Levi Strauss & Co., talks about innovation, quality standards, and the company’s non-negotiable values and principles.

One-on-one
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John Anderson, President & CEO of Levi Strauss & Co., talks about innovation, quality standards, and the company’s non-negotiable values and principles.

Innovating for growth

Levi Strauss & Co. is one of the world’s most recognized and iconic clothing 
brands, available in 110 countries today. John Anderson, President & CEO, 
explains how innovation has been crucial in supporting the growth of the business 
into new markets. 

 expand: Levi Strauss as a business has been 
a great success story over the past few years, 
despite the difficult economic environment. 
You reported profits had increased 28% in 
2010. What were the primary drivers of that 
growth? John Anderson: We had a good year 
in 2010, which was a culmination of work 
over a number of years. Four years ago, we 
decided to refocus on what we consider the 
true north of this company, and that was of-
fering a great product. We were able to bring 
out innovation, and consumers were looking 
for brands they can trust, that have a history 
of integrity and quality. Linking all of that 
together, we were able to truly drive some 

One-on-one

good performance last year. There were also 
some initiatives behind that. We launched a 
new women’s concept called Levi’s Curve 
ID, which has reinvented the women’s shop-
ping experience by looking at body shape 
rather than size. We also upgraded men’s 
products with better fabrics, better fits, and 
this notion of craftsmanship which consum-
ers respond to. Our “Go Forth” advertising 
campaign was based on the idea that kids to-
day want to step up and own their future, 
linked successfully into our brands, and was 
quite provocative. Overall, it was a combina-
tion of a great product, innovation, and the 
advertising campaign. When most people 
were backing off because of concerns about 
the economy, we took the opposite ap-
proach. 
 
 You mentioned innovation. Is it difficult 

for a company that’s been around for such a 
long time and has a reputation for certain 
types of products, to continue to be innova-
tive? It’s about staying close to your consum-
ers. We’re focusing on fewer, bigger initia-
tives. That’s the real key. We then drive that 
globally. We’re in 110 countries around the 
world today. No other power brand has that 
footprint. How do we optimize that? Wom-
en’s Curve ID is an example. While we are 
the biggest women’s jeans brand in the world, 

we’ve never been known for women’s jeans. 
So we went back to the consumer and found 
out that 80% of women buy jeans that don’t 
truly fit. That’s where this whole Levi’s Curve 
ID came from. The Dockers brand was about 
bringing innovation back with better fits and 
finishes and fabrics. Then for the emerging 
consumer, we launched a new brand called 
Denizen. We had three big initiatives. That is 
the key; not to do lots of little things, but to 
do big significant initiatives and drive this 
size and this global capability we have. We 
are absolutely focused on continued innova-
tion. We can’t survive without it.
 
 You mentioned that you’re in 110 countries. 

What are the challenges when you go that far 
globally? Our challenge is to make sure we 
remain relevant on a local basis, while lever-
aging our global strength. One of the major 
changes that we’ve undertaken is that in the 
past we were set up on a regional structure 
– Head of Asia Pacific, Head of Americas, 
Head of Europe – we’ve just moved now to a 
brand structure – the Head of the Levi’s 
Brand, Head of the Dockers Brand, and 
Head of the Denizen Brand; and that’s so we 
can drive a more consistent consumer expe-
rience around the world. The challenge while 
we drive this consistent consumer experience 
is to make sure we remain relevant on a 

John Anderson

President & CEO
John Anderson has served as President and Chief 
Executive Officer of Levi Strauss & Co. since No-
vember 2006. He joined the company in 1979 as 
a product manager in Australia, and in the 30 
years since, has served in a number of manage-
ment positions in Asia, Europe, and North and 
South America. Before being promoted to COO 
in July 2006, Anderson led the company’s Asia 
Pacific Division for eight years, during which 
time net sales for the region doubled. He wears 
Levi’s to work.
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country-by-country basis. We’re number one 
in every one of those countries and we’re not 
prepared to give that up. This is part of the 
reason why we partner with people like 
DKSH. We want to have people on the 
ground that understand the markets. If you 
go to China you’ll see Chinese running our 
business; if you go to Japan you’ll see Japa-
nese; if you go to Germany you’ll see Ger-
mans. We have a central design hub in the 

USA, but we also have design capability in 
Hong Kong, Japan, and Brussels. We keep 
that local knowledge but filter it up through 
a common point of view of how we want to 
communicate with our consumers.

 How does your new Denizen brand fit in 
with this? We examined what was happening 
from a consumer point of view around the 
world, and we saw this new emerging middle 
class, which is predominantly being driven 
by countries like India and China. These are 
new consumers that have got disposable in-
come and that are aspiring to brands. They 
can’t yet afford to pay for premium brands, 
so we came up with the Denizen brand, a 
jeans brand brought to you by the number 
one global jeans brand. We’ve launched it in 
Asia. That’s an example of how we stay close 
to the marketplace.

 Levi’s uses many independent suppliers. 
How do you build and maintain those rela-
tionships? We start with our quality standards 
– they’re non-negotiable. Then it’s a matter 
of finding suppliers around the world based 
on trade restrictions and trade opportunities. 
We have our sourcing guidelines and terms 
of engagement. So, if you’re prepared to meet 

those, we’re prepared to talk to you about 
building the business. It’s a combination of 
our sourcing guidelines, our terms of engage-
ment, and our quality standards. It doesn’t 
matter where any of our products are made 
around the world, the quality standards, the 
working environment are absolutely identi-
cal, and this is non-negotiable to us. We, in 
fact, invented these standards 20 years ago, 
and the whole industry now is calibrated to 
that. It’s not new for us; it’s crucial to the way 
in which we operate.

 In what ways has DKSH helped with all of 
this? When we look around the world at each 
market, our first question is: how do we learn 
the most about the market? Who’s very good 
within the marketplace? We have three mod-
els. We go in there and do it ourselves, we use 
a distributor model, or we use a licensing 
model. DKSH had knowledge and capability 
in Thailand. When we first looked at Thai-
land, we decided they had more capability 
than we did and wanted to do business with 
them. It’s been a very successful partnership 
over the years. The consumer would tell you 
that it’s Levi Strauss & Co., as they ought to, 
but it’s DKSH that is driving the business. 
They leverage off our design capability, they 
have their own manufacturing which meets 
our quality standards, and they’re doing a 
fabulous job in building the business through 
Thailand. 

 What steps do you take to protect your 
trademark and intellectual property rights? 
Counterfeiting is a problem; there’s no ques-
tion about that. The more popular you are as 
a brand, the more people want to copy what 
you do. We have a focused legal team and will 
go after anybody that’s either infringing on 
our trademarks or is counterfeiting our jeans. 
That’s a big focus, and we’re very aggressive in 
protecting our intellectual property. The real-
ity is we invented these jeans; we invented 
casual pants. I just wish people would be 
more creative in inventing their own innova-
tions instead of trying to copy ours.

 What about talent, how do you recruit and 
keep good employees? We’ve got a good story 
to tell, we’ve got global brands, we lead in our 

FactBox

Levi Strauss & Co.
Levi Strauss & Co. invented blue jeans in 1873. 
Since then, the company has grown into one of 
the world’s largest brand name apparel compa-
nies. Headquartered in San Francisco, Levi’s sells 
its products in approximately 55,000 retail loca-
tions in 110 countries. The company added an 
Asia-based brand called Denizen last year to 
compliment its famous Levi’s and Dockers brands. 
Levi’s also introduced the Curve ID line of wom-
en’s Levi’s jeans in 2010. Levi’s employs more 
than 16,000 people and contributes to numerous 
social initiatives. The company is today privately 
owned primarily by the descendants of Levi 
Strauss.

“Our first question is: how do we learn the most about the market?”
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category and we have values and principles 
that are non-negotiable to us. We tell poten-
tial employees that if they truly want to come 
to a company that’s growing, that can make a 
difference, that believes in them, then this is 
a company where they can work. We offer a 
very compelling story, and it’s not just about 
what you’ll learn; our values are very impor-
tant to us, we expect our people to live up to 
our values. For instance we have one day a 
year where all our employees go and work in 
the communities in which we operate. We 
want you to come here and we want you to 
feel as though you can make a difference. We 
have a Red Tape Foundation that looks after 
past employees and retirees if they need any 
help; so it’s a fully integrated story we bring. 
We call it Profits with Principles.

 Can you tell us more about those principles? 
We contribute to the communities in which 
we operate. For example, one of the things 
we focus on is HIV/AIDS education. And we 
still spend a lot of money on education, 
workers rights, freedom of association. Set-
ting up the sourcing guidelines was a big in-
vestment for us. We wanted workers to feel 
they had a degree of fairness in how they were 
treated and where they worked. More recent-
ly we’ve been focusing on sustainability. If 
you look at our jeans today, the care labels 
will say wash in cold water, line dry, and do-
nate your jeans back to charity when you’ve 
finished with them. We’re making a lot more 
statements, and we think it’s good for the 
community, it’s good for business and it’s 
good for our employees, because they feel as 
though they’re making a difference as well. 

 You mentioned Levi’s direct outlets. Is this 
part of the strategy going forward? It varies. 
For instance in the USA, predominantly our 
business is through the wholesale channel. 
That’s not going to change. We also have a 
number of stores in the USA – flagship stores 
– which really know how to set the consumer 
experience. When you go into an emerging 
market, such as China or India where there is 
no wholesale channel, you have to build it 
yourself. There we predominantly use a fran-
chisee model. We control that retail experi-
ence, but it’s a franchisee model. 

 What are some of the challenges distribut-
ing through so many different partnerships 
in the USA? You’ve got to make sure that you 
understand who their consumers are. If you 
go into a Penny’s store, or you go into one of 
our own stores, you’ll find very different 
products sold. That’s how we assort our 

product, based on who the consumers are. 
We’ve become a better wholesaler because 
we understand how retailers think and oper-
ate; so we’ve been able to bring that learning 
from our retail stores, talk the same lan-
guage, talk the same profit returns to our 
wholesale customers, and they really appre-

DKSH has been the sole franchisee of Levi’s apparel in Thailand for over 20 years and today operates 146 points  
of sale. In October 2010, DKSH opened the first ever Levi’s boutique in Cambodia.



26 expand  01/2011    

One-on-one

John Anderson: this or that?

Cash or credit card? 
Either

BlackBerry or iPhone? 
BlackBerry, grudgingly…

Wall Street Journal or Financial Times?
WSJ first, then the rest of the papers

Sushi or pasta? 
Either

Dark or milk chocolate? 
Definitely dark

Tea or coffee? 
Neither if I have a choice

Wine or beer? 
Plenty of both

Golf or sailing? 
Grew up sailing; enjoy the process of golf

Tina Turner or Mozart? 
Neither

Sea or mountain? 
Have to be near the sea

Armani or Boss? 
Levi’s and Dockers! 

“This job has been my life; these brands are my passion.”

ciate that. We can also experiment in our 
own stores. When it works well, we quickly 
push it out to the wholesaler customer. For 
instance, we piloted our new women’s fits in 
our own stores in the USA, got the fits right, 
then drove them into the wholesale channel. 
We take the risk away from the wholesale 
customers, and we get the scale from them.
  
 On a personal level, what have been some of 

the biggest challenges that you feel that you’ve 
faced during your time at Levi’s? When I 
came on the job, I’d worked in the USA, 

Asia, and Europe, and I’d also run the global 
sourcing organization, so I knew the indus-
try, I knew the company, I knew the brand. 
The biggest challenge was galvanizing all 
those strengths in a focused manner. That’s 
when we moved away from a regional-led 
model and became a brand-led model focus-
ing on product. It’s taken some time to em-
bed that operating model within the com-
pany; and then, of course, at the same time 
we had a global recession, just to keep us all 
on our toes. It has been great, I’ve thorough-
ly enjoyed it; this job has been my life; these 

brands are my passion. We’re starting to now 
drive good growth, top line and bottom line; 
and I think this journey has really just be-
gun. I am very energized about where we can 
take the business in the next five years. 
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Has the nanotech  
revolution finally begun? 
Nanotechnology has come a long way in the last decade, although the  
technology’s hype has long outpaced its reality. Today we use relatively modest  
advances like quicker blood tests or better toothpaste, but more  
widespread applications are emerging as firms develop their manufacturing  
capabilities. By Stephen Edwards.

Thought leadership

	Ten years ago, nanotechnology was billed 
as civilization’s next great leap forward. As 
significant as the Iron Age or the Informa-
tion Age, the “Nano Age” was set to bring 
science fiction to our homes and create a 
powerful industry within 15 years. Today, 
some wonder whether that might have been 
overly hyped. But a closer look reveals in-
credible progress in nanotechnology. And 
although still early, the Nano Age is now far 
more entrenched.

Nanotechnology uses materials, devices, and 
systems at scales of less than 100 nanome-
ters. To get an idea of that scale, pick up a 
ruler and look at the tiny gaps between the 
millimeter markers. Then imagine dividing 
that space by a hundred million and you’ll 
be thinking about nanometers. 

Or consider aerospace manufacturing. This 
notoriously precise industry often works 
within construction tolerances of 0.005 mm. 
That seems very small, but it’s the equivalent 
of 500,000 nanometers. At a nanoscale no 
two jet engine blades are ever the same size. 

Nanotechnology exists at this extreme end of 
small – an area where everything is different 
and where quantum mechanics is more im-
portant than classical physics. The behavior 

of substances at the nanoscale can be erratic 
and bizarre. Substances that are insulators 
can become semiconductors, melting points 
can change, and particles can jump through 
walls. Much of nanoscience requires that 
you forget what you know and start learning 
all over again.

A wide-ranging field
With roots as early as 1959, nanoscience is 
now an interdisciplinary field involving bi-
ologists, chemists, physicists, and engineers. 
The range of applications stretches across al-
most all traditional industry groups. Rather 
like computer science in the 1960s, today’s 
nanotechnology is relatively crude compared 
to the dreams of programmable nanorobots 
once discussed. Today’s nano-enabled prod-
ucts involve “first generation” passive nano-
materials such as titanium dioxide in sun-
screen or silver nanoparticles in food 
packaging. 

Currently, the nanotechnology industry can 
be divided into “nanomaterials” (nanoparti-
cles, nanotubes, and composites, usually in-
corporated within other products to enhance 
their properties), “nanotools” (nanolithogra-
phy and scanning probe microscopes, often 
tools used to manipulate nanostructures), 
and “nanodevices” (nanosensors and nano-

electronics, which are nanoscale devices that 
can perform tasks, such as in surgery situa-
tions). Nanomaterials is the largest segment 
of the market, but nanodevices are predicted 
to expand at a compound annual growth rate 
of over 45% until 2015.

In 2000 the excitement around nanotechnol-
ogy led the US National Science Foundation 
to estimate that nanotechnology would be a 
USD 1 trillion industry in the USA by 2015. 
Last year, Electronics.ca, a market research 
firm, predicted, more realistically, that global 
market value for nanotechnology would be 
USD 27 billion in 2015 (in 2010 it was worth 
USD 15.7 billion).

Although the speed of the nano revolution 
was overestimated to begin with, nanotech-
nology is still making very real advance-
ments, impacting areas as diverse as breast 
cancer detection and tennis balls, where a 
coating of nanoparticles helps the balls re-
main bouncy for far longer. 

There are now well over 1,000 nano-enabled 
consumer products on the market – from 
wrinkle-free clothing and clearer LCD 
screens to better skin care products – pro-
duced by nearly 500 companies, located in 
24 countries. 
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Nanowires are being used to make transistors in computer chips even tinier.
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the sample-reading device, whilst not com-
promising the sensitivity and the accuracy 
of the detection.”

Argento’s device can be developed to test for 
anything from hormone levels to viruses. 
The reader is currently being used to mea-
sure the stress and recovery rates of UK ath-
letes in training for the 2012 Olympics. The 
device could also allow patients to test 
themselves at home and have the results au-
tomatically appear on their doctor’s com-
puter screen, or it could become a tool to 
stop the spread of human or animal pan-
demics with instant test results possible at 
airports and border crossings.

Living up to expectations
Nanotechnology dreamers famously look 
ahead to microwave-sized “universal facto-
ries” that build atom by atom to create any 
object you choose. Or to nanorobots that 
attack cancer cells, reverse the aging process, 
and perform nanosurgery with no scars. 
Much of this remains firmly in the domain 
of science fiction. But the hype that sur-
rounds such predictions has led some to 
worry that nanotechnology will end up like 
other technologies, such as virtual reality, 

Nanowires and carbon nanotubes are two of 
the most exciting areas of development. 
Nanowires, sometimes just one nanometer 
thick, could be used to build tiny transistors 
for computer chips. Carbon nanotubes are 
nano-sized cylinders of carbon atoms that 
can be hundreds of times stronger than 
steel, but six times lighter. This has been 
successfully incorporated into products as 
diverse as bicycles, skis, and lightweight 
boats. 

Nanoscale silver is the nanomaterial with 
the most applications so far. It is used in 
bioengineering, optics, textiles, water treat-
ment, antibacterial food packaging, anti-
bacterial bandages, batteries, and many 
electronics applications.

Argento Diagnostics, a spin-out company 
from the UK’s National Physical Laborato-
ry, use silver nanoparticles to create a hand-
held diagnostic reader that produces accu-
rate results for saliva, blood, or urine tests 
within minutes. Keith Page, CEO of Argen-
to Diagnostics, explains that the smart 
phone-sized device “is made feasible by the 
use of silver nanoparticles. This helps us 
miniaturize the test chip, the reagents, and 

where the promises consistently seem to lie 
far ahead of reality. 

“As with other splashes in the past, ‘nano’ has 
had its benefits and its baggage,” explains Dr. 
Eric Granstrom, General Manager and Vice 
President of R&D at Cima NanoTech, a US-
based nanomaterials developer. “On the front 
end, the public perception of all the new ca-
pabilities of nanotechnology is a great boost 
to the field. However, materials development 
takes time and to unlock the benefits of radi-
cally new properties in nanoscale materials 
requires substantial skill and effort.”

This is a view echoed across the industry.  
Dr. Lerwen Liu, Managing Director of 
NanoGlobe, a Singapore-based nanotech 
consultancy, explains that “commercializa-
tion has not been easy, especially for start-
ups. Multinational companies are able to  
develop new technologies and materials that 
fit into their existing production line.” How-
ever, start-ups with sound technology are 
often not quick enough to find larger manu-
facturing partners to help them develop 
quality products at a competitive cost.

Despite the challenges, enough incentive re-
mains to keep the industry expanding at a 
steady pace. “Producing nanomaterials is 
costly and highly complicated, so having 
top-notch equipment and specialist staff is 
essential. If a company is successful though, 
it can sell nanomaterials at USD 120 per 
gram, a big inducement to start nanotech-
nology R&D,” says Yoshiyuki Shirakawa, 
Vice President Specialty Chemicals Industry 
at DKSH Japan.
 
New business ventures also need to under-
stand that nanotechnology is a truly global 
enterprise with science, manufacturing, and 
business capabilities spread far and wide. For 
example, Cima NanoTech acquires and de-
velops its technology in Israel, set up its 
headquarters in Minnesota, and does manu-
facturing in Japan. 

Certain industries also have an advantage 
over others when it comes to nanotechnolo-
gy. “One of the benefits of the electronics Unlocking the benefits of nanotech requires new skills and new approaches to manufacturing.
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Successful	nano-enabled	products			

		Self-cleaning	 glass	 uses UV light to help 
loosen organic molecules

		Flexible	digital	screens	use nanotechnology 
to create “Quick Response Liquid Powder Dis-
plays”

		Stain-proof	or	water-resistant	clothes	use 
nanoparticles like hairs to help repel water and 
other materials

		Scratch-resistant	coatings	use silicate nano-
particles to increase resistance to scratching on 
everything from cars to eyeglass lenses

		Antimicrobial	bandages	use silver nanopar-
ticles to block microbes’ cellular respiration and 
“smother” harmful cells 

		Clear	 sunscreens	 contain nanoparticles of 
zinc oxide or titanium oxide to avoid the whit-
ish color of older sunscreens

		Inkjet	 printers	 equipped with nanoink last 
much longer than conventional cartridges, as 
finer, nano-enhanced ink covers a much wider 
area

		”Nanowhitening”	 toothpaste	 uses nano-
scale calcium peroxide to penetrate the tiniest 
interdental spaces to get a uniform whitening 
effect

		Commercial	 airlines	 can	 now save 2% of 
their fuel costs by using a nanotechnology coat-
ing on top of the plane’s existing paint

Nanoscale silver is one nanomaterial being applied to many products, from textiles to cleaning agents.

world for harnessing nanotech is an environ-
ment for innovation that already has a lot of 
the infrastructure in place. It has the appro-
priate business conditions – high-volume 
production, intellectual property-savvy busi-
ness plans, high-speed product innovation 
cycles, and an understanding of high risk/
return technical ventures,” says Eric Gran-
strom.

Concerns remain though
Like many new technologies, the nano revo-
lution has also raised health concerns. Ele-
ments at the nanoscale behave differently 
and some are concerned that nanoparticles 
could be toxic. David Rejeski, Director of 
the Project on Emerging Nanotechnologies, 
a peak nanotechnology research organiza-
tion based in Washington DC, believes 
“public trust is the ‘dark horse’ in nanotech-
nology’s future.” Rejeski was speaking to an 
American Senate Committee responsible for 
the USD 1.5 billion annual federal budget 
for nanotechnology research. He stressed 
that “if government and industry do not 
work to build public confidence in nano-
technology, consumers may reach for the 

‘No Nano’ label in the future and investors 
will put their money elsewhere.” If one nano-
branded product is red-flagged as a health 
risk it could have serious consequences for 
the whole industry. 

Regulatory change, however, is likely to lag 
well behind the increasing pace of nanotech 
innovation. There are now over 27,000 regis-
tered patents containing the term “nano” at 
the US Patent and Trademark Office. The 
discovery of a revolutionary nanomaterial 
called graphene was awarded the Nobel Prize 
in 2010. The material is 1 atom thick, 100 
times stronger than steel, and can drastically 
increase computing speed over silicon. Also, 
at Harvard University, researchers recently 
created transistors made from silicon-clad 
germanium nanowires which could form the 
foundation for miniature processors for  
nanorobots or implantable medical moni-
tors. Two more big steps into the Nano Age.

Like with all revolutions, Eric Granstrom 
looks ahead to a time when “nano” is just the 
norm. “After a decade, nano will be so ubiq-
uitous that we won’t call it nano. Today there 

are no ‘transistor’ radios, ‘color’ TVs, ‘horse-
less’ carriages. After a few years of talking 
about nanolights, they’ll just be lights again. 
The prominence will fade and nanotechnol-
ogy will be the everyday building blocks for 
an increasingly affluent, healthy, and pro-
ductive worldwide economy.” 

Stephen Edwards is a freelance 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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The challenge of operating 
an ethical supply chain

 Companies today are expected to act re-
sponsibly and ethically in how they do busi-
ness. Those that don’t face multiple risks: 
consumers may boycott their products, reg-
ulators may clamp down on them, and in-
vestors may demand change. But for firms 
that operate globally, with supply chains 
sprawling across multiple countries, acting 
responsibly across all these domains is a chal-
lenge. Both the ethical standards required of 
firms and any associated regulations that 
they need to uphold may vary widely across 
different markets. Furthermore, many firms 
will be reliant on their sourcing partners to 
ensure that they are indeed compliant with 
local rules.

“The best definition of ethics I have come 
across is something that is mandatory but 
not enforceable,” says Dr. Gopal Iyengar, 
Director of the Kirloskar Institute of Ad-
vanced Management Studies in Harihar, 
India. In essence, it is up to companies 
themselves to establish a code of conduct, 
share it with their business partners, and en-
sure organizations in their supply chains ad-
here to them. 

A 2008 survey conducted by the Economist 
Intelligence Unit, on behalf of logistics firm 
UPS, showed that almost half (46%) of 344 

senior executives admitted that their com-
pany needed to do more to integrate social 
and environmental considerations into their 
supply chain.1 The reasons are obvious. Most 
companies are sales driven and customers 
want the best quality for the best price.

Creating and maintaining an ethical supply 
chain therefore is a long-term investment to-
wards a more sustainable business. It is also a 
crucial form of risk management. “Some 
people think they can outsource responsibil-
ity, which is a complete fallacy,” says Jona-
than Guyett, Vice President Corporate Sup-
ply Chain for DKSH, based in Thailand. 
While the biggest brands often take the big-
gest hits, the responsibility for ensuring an 
ethical supply chain is shared as it affects ev-
eryone in it.

The consequences of inadequate monitoring 
can result in negative publicity, which di-
rectly and indirectly affects the bottom line. 
In a 2007 article, Businessweek noted that 
Mattel, an American toymaker, had taken a 
charge of USD 29 million to cover the cost 
of product recalls in the first eight months of 
the year alone due to inadequate safety mea-
sures at its subcontracted Chinese manufac-
turing plants.2 In an extreme illustration of 
the seriousness of ethics, in July that same 

year, Zheng Xiaoyu, the former head of Chi-
na’s food and drug administration, was exe-
cuted for taking bribes from drug manufac-
turers to forego necessary screenings, which 
led to consumer fatalities.

The pressure to be ethical is also increasing 
from consumers, NGOs, and investors. To 
navigate this complex landscape, companies 
must thoroughly assess their business part-
ners’ policies and practices to ensure they are 
conducting themselves in an ethical manner 
as in today’s competitive business environ-
ment people may view compliance as a hur-
dle and try to circumvent it.

The challenge: change human behavior
The optimal ethical supply chain is one that 
reduces risk through compliance while 
maintaining a competitive and sustainable 
business. While finding the appropriate bal-
ance between an ethical code of conduct and 
making money is a challenge, the biggest dif-
ficulty in creating and maintaining an ethi-
cal supply chain is in changing human be-

Selecting the right business partners throughout the supply chain is both crucial 
and complex. How to balance ethical behavior against business sustainability only 
adds to its importance. By Kim Andreasson.

1  Supply chain resilience: How are global businesses doing?, 
Economist Intelligence Unit, October 2008

2  What went wrong at Mattel, Bloomberg Businessweek, 
August 14, 2007
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havior. “Don’t look at it from a regulatory 
perspective,” advises Dr. Robert Koller, Head 
of Safety, Environment, Quality & Regula-
tory Affairs (SEQRA) at DKSH, “look at it 
from the management and leadership point 
of view.” 

“Being ethical is something you simply have 
to do,” agrees Krister Kling, Managing Di-
rector at Guston Molinel, a clothing manu-
facturer in Vietnam with a staff of over 900 
people that exports over 2 million garments 
per year to the west. He says certifications 
such as those provided by ISO are important 
to have because many companies require 
them to do business; however, the cost of 
compliance comes directly from his bottom 
line. “Everybody demands it, but nobody 
wants to pay for it,” he says.

Companies that wish to create and maintain 
an ethical supply chain face a variety of prac-
tical challenges, including financial commit-
ments as well as various levels of auditing, 
standardization, and effort. To further com-
plicate the matter, every industry is different 
and many contractors have their own stan-
dards that they want suppliers to meet.

Get to know your business partner
A common practical suggestion in managing 

an ethical supply chain is to get on the 
ground and get to know your business part-
ners. Before you start working with a sup-
plier, you have to make them understand 
what your requirements are, says Per-Otto 
Kiesler, Regional Head of Quality Assurance 
at DKSH’s Business Unit Healthcare. As ser-
vice providers, they are geared towards meet-
ing their business partners’ concerns. Get-
ting this right can also speed up a firm’s 
overall compliance process. “If you have a 
good supply chain team you can directly in-
tegrate the time required to handle any com-
pliance issues,” he advises.

Kling, as a supplier, agrees with that assess-
ment. He also says he visits his Vietnamese 
factory basically every day and maintains a 
close relationship with his own plant man-

ager to make sure standards are followed so 
his company can meet the requirements of 
contractors.

A sourcing partner like DKSH, as a leading 
provider of Market Expansion Services with 
a staff of 2,500 people in Vietnam alone and 
22,500 people across Asia, is well placed to 
work closely with their clients in tackling 
such issues. Kiesler advises treating such sup-
pliers as real partners. He admits it’s hard to 
do in today’s competitive business environ-
ment but repeats that “it’s important that 
you have that feeling of a true partnership 
and that you both make money.”

Monitoring compliance issues
To increase visibility and improve flexibility 
most companies today implement an IT so-

Firms need to establish a code of conduct and then ensure that suppliers throughout the supply chain adhere to it.
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How to ensure an ethical supply chain

  When selecting a supplier, look at their sustain-
ability policies and practices 

  Do an inspection before you start to work with 
a supplier and make them understand your re-
quirements 

  Integrate the time and resources for handling 
known regulatory issues, such as REACH, into 
your supply chain planning

  Get on the ground and get to know your busi-
ness partners

  Create transparency, consistency, and ensure 
any changes are communicated 

  Work hard to make sure everyone feels like a 
partner and that everyone makes money from 
the arrangement

  Get the balance right and implement a system 
that is both ethical and sustainable

lution to track supply chain information. 
DKSH is using a platform that allows the 
company to consolidate and track informa-
tion related to the European Community’s 
Registration, Evaluation, Authorization, and 
Restriction of Chemicals (REACH) regula-
tion, which requires companies to disclose 
information about all the chemicals they im-
port. By consolidating data into a single da-
tabase that combines details with automatic 
tracking, DKSH has minimized risk of non-
compliance while improving visibility.

Creating a transparent environment where 
suppliers keep their contractors informed of 
any amendments or modifications is also 
important. To ensure ongoing compliance, 
contractors should verify that suppliers have 
a change management process in place; if a 
supplier undertakes major changes, contrac-
tors should physically go and inspect them 
again, Kiesler recommends. Change man-
agement is followed by consistency. Samples 
must be representative of entire shipments. 
Mattel learned this lesson in the hard way. 
Robert Eckert, its CEO, has said the com-
pany used to test toys only randomly but 
that it now tests every single batch.

Such standards can increase costs and in the 
short term companies may even lose business 
over them. “If you increase your standards, 
you lose some partners,” Koller agrees, but be-
ing compliant and having a reasonable level 
of standards pay off over time. This is espe-
cially true when it comes to averting a con-
sumer or regulatory backlash, where less ethi-
cal firms may have their practices exposed.

This makes considerations of ethics an inte-
gral part of any supply chain evaluation to-
day, especially when it comes to selecting 
sourcing partners, along with harder metrics 
such as cost and speed. In the long run, ser-
vice providers who are able to guarantee an 
ethical supply chain have a clear competitive 
advantage in a marketplace where compli-
ance with regulations as well as social and 
environmental standards is becoming in-
creasingly important. 

Kim Andreasson is Managing Director of DAKA 
advisory, a consultancy. He is the editor of several 
major research programs on corporate social 
responsibility and supply chains. He is currently based 
in Ho Chi Minh City, Vietnam.

Contractors should physically go and inspect production processes to ensure standards are followed.
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 In 2003, John Anner, President of East 
Meets West (EMW), a development NGO 
that specializes in South East Asia, visited 
the neonatal unit of a hospital in Vietnam, 
as part of a government-instigated mission 
to reduce child mortality rates. In Vietnam, 
a large proportion of infant deaths happen 
in the first 24 hours of life and are related to 
the specific pathologies of newborn or low- 
birthweight babies, so it was an important 
area to tackle. Although the unit was 
equipped with four expensive ventilators, 
none of them worked, leading to four infant 
deaths the previous night alone. The failures 
were due to simple causes: high tempera-
tures, fluctuations in voltage, and a lack of 
spare parts, technical support, or mainte-
nance work. 

Reverse innovation in medicine
EMW set about working with doctors and 
its technology partner MTTS, a Vietnamese 
firm, to design a “frugal” version of the ven-
tilator. The new equipment was made out of 
parts easily found in local markets: plastic 
tubes, milk bottles, and aquarium pumps. 
Along with a ventilator, known as the CPAP 
(continuous positive airway pressure), they 
developed an infant warmer to prevent hy-
pothermia and an overhead phototherapy to 
cure jaundice. The new products were 

launched in 2005 throughout Vietnam. 
They look very different from the equipment 
typically used in western hospitals. Because 
Vietnamese hospitals don’t have wall-mount-
ed compressed air on hand to drive a ventila-
tor, the EMW ventilator has its own air sup-
ply (a re-engineered aquarium pump). While 
a normal ventilator has disposable parts, 
which are costly to replace, the CPAP has 
none. Each machine has an in-built voltage 
regulator (a device that maintains a constant 
voltage), because the frequent fluctuations 
in voltage common in Vietnam can burn out 
sensitive medical devices. The technology 
has now been adopted by 180 Vietnamese 
hospitals, cutting infant mortality rates in 
those hospitals from 40% to 5%. 

Such devices are a striking example of frugal 
innovation, or what Vijay Govindarajan, 
professor of international business at Tuck 
Business School in the USA, calls “reverse in-
novation”. While innovation traditionally 
involves the development of new features 
and new capabilities, often with little con-
sideration of cost, frugal innovation starts by 
looking at what the target customer can af-
ford. “You start with the price point and 
then work backwards,” explains Professor 
Jaideep Prabhu, Jawaharlal Nehru Professor 
of Indian Business and Enterprise at the 

Judge Business School, University of Cam-
bridge. “These people have less disposable 
income, and they’re not interested in tech-
nology for the sake of technology – it has to 
meet a basic need.”

The spread of frugal innovation
Frugal innovation has become widespread in 
the past ten years – and it’s no longer the 
preserve of governments or NGOs such as 
EMW. The reason is that the emerging econ-
omies have vast untapped markets, but low 
individual incomes. “In emerging econo-
mies, the urban markets are starting to look 
like western markets – pretty saturated, with 
a lot of competition,” says Prabhu. “The big 
white space for businesses is the next 4 bil-
lion – those people around the world who 
live on less than USD 5 a day, who are out-
side the formal global economy.” 

A number of companies have had striking 
success with frugal innovation products. 
One of the best known is the Tata Nano – a 
car aimed at less well-off Indian consumers 
that retails for 100,000 rupees (about USD 
2,000). The Tata Group chairman, Ratan 
Tata, is said to have had the idea for the 
Nano after seeing families of four travelling 
precariously on a two-wheel scooter and re-
alizing that there was huge potential for a 

Frugal – or reverse – innovation is changing the way businesses  
target consumers in emerging markets. By Kim Thomas.
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low-cost car. The Nano is made from inex-
pensive materials and has had all but the 
most basic functionality stripped out: it has 
only one wing mirror and one windscreen 
wiper, and the wheels have only three wheel 
nuts. To keep the price low, the company 
transports the cars as kits that are assembled 
by local entrepreneurs, who then sell the car 
locally, sharing the costs of assembly and 
dealership. Since going on sale in March 
2009, more than 200,000 Nano cars have 
been sold in India. 

Frugal innovation is not just about making a 
product as cheaply as possible, however. It’s 
about meeting a particular need – and, as the 
EMW experience shows, designing a prod-
uct or service to meet the needs of the poor-
est consumers can require as much ingenuity 
as designing one for affluent ones. GE’s Mac 
400, for instance, is a handheld electrocar-
diogram (ECG) that compresses complex 
technology into a small, portable device that 
can be used by doctors working in remote 
rural areas. It costs USD 800, compared to 
USD 2,000 for a standard ECG. Durability, 
too, is highly important: Nokia’s 1100 range 
of mobile phones, marketed at low cost in 
Asia and Latin America, are highly robust, 

have rubberized key pads and are equipped 
with torches to cope with frequent power 
cuts. More than 200 million units have been 
sold so far.

Product innovation as business model
Poorer consumers will not buy a product un-
less they really need it, so the most successful 
businesses in the field of frugal innovation 
have been those that consult the end users. 
When Godrej & Boyce, an Indian manufac-
turer, developed its lightweight, battery-op-
erated ChotuKool fridge, it worked closely 
with village women right from the design 
stage to the selling stage. It was the villagers 
who told the company that the fridge need-
ed to be portable, and needed to be able to 
hold five or six bottles of water and three to 
four kilograms of vegetables. Villagers are 
also involved in marketing: each villager  
who sells a fridge earns a commission of 
USD 3. 

When businesses are targeting customers in 
remote areas, distribution poses challenges 
that don’t apply in urban situations. “People 
often talk about the last-mile problem in this 
context,” says Prabhu. For example, even if 
firms could afford to get the electricity grid 

to a small town, extending it an extra mile to 
a small nearby village is too expensive for the 
returns they get. The same applies to others, 
such as banks, where the marginal cost of 
establishing a new bank branch in a progres-
sively smaller town is too costly. “It’s too ex-
pensive and the number of people who use 
the bank branch would be too small to jus-
tify the expense,” says Prabhu. 

In general, business is adept at finding inge-
nious solutions to such problems. The explo-
sion in mobile phone adoption in emerging 
economies has driven microfinance initia-
tives, which allow greater numbers of people 
to become economically active. One such 
example is Kenya’s m-Pesa project, devel-
oped by Vodafone in collaboration with the 
UK’s Department for International Devel-
opment, which enables people to send mon-
ey by mobile phone. A man leaving his vil-
lage to work in Nairobi can SMS money 
back to his family when they need it, with-
out incurring prohibitive transfer costs. 

New technologies that are more associated 
with the affluent west can also be adapted  
for poorer areas. Tata Consulting Services 
(TCS), an Indian consulting firm, developed 

FactBox

Examples of frugal innovation

  Tata Swach: this water filter is designed to 
tackle the problem of waterborne diseases. Its 
central component, which is made from rice 
husks and stones, can be bought on its own for 
USD 6 and used to connect two clay pots 

  The Mac 400: GE’s handheld electrocardio-
gram sells for USD 800, rather than the usual 
USD 2,000. Its lightness and portability mean 
doctors can carry it out to patients in rural  
areas 

  ChotuKool: Godrej & Boyce’s low-cost, porta-
ble fridge is aimed at rural consumers in India, 
who were consulted heavily about the design. It 
costs USD 69, uses a cooling chip and fan rath-
er than a compressor, and runs on batteries 

Low-cost local innovations in ventilators have helped many of Vietnam’s hospitals cut child mortality rates.
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its “Bank in a Box”, which is an internet-
based solution that enables small rural banks 
to share a computing platform at low cost. 
“Small banks can now easily have the right 
technological backbone to deliver services to 
their customers without making high capital 
investments,” says Abhinav Kumar, director 
of communications and public affairs at TCS 
Europe.

Similarly, some multinational pharmaceuti-
cals have begun acquiring and developing 
generic copies of their products so that they 
have different pricing tiers, allowing them to 
target consumers at a wider range of income 
levels. “The strategy is mainly driven by cost 
containment and patent protection objec-
tives but all the same it does increase access to 
quality medicines at a lower price,” says Shane 
Benson, Vice President of Healthcare, Busi-
ness Development, at DKSH Healthcare. 

Does frugality have limits?
Whether frugal innovation will prove a suc-
cessful long-term strategy is open to debate, 
however: there is a limit to how much profit 
can be made from selling goods very cheaply. 
“There aren’t many outstanding examples 
where people have made a huge amount of 
money,” notes Prabhu.  

Nevertheless, companies hope that by tar-
geting poorer consumers, they can build 

brand loyalty that will serve them well as 
these consumers become more affluent. They 
have already found that products that are 
successful in one emerging market can be 
successful in another, and in some cases, in 
western economies. The m-Pesa scheme, for 
example, has now been introduced to Af-
ghanistan and Tanzania, while GE’s hand-
held cardiogram has been authorized by the 
Food and Drug Administration (FDA) for 
use in curbside accidents in the USA. 

Innovation goes global
Swiss food giant Nestlé has a portfolio called 
Popularly Positioned Products, which con-
sists of existing products that have been 
packaged into smaller units, so they can be 
sold at a wide range of price points, to cater 
for consumers with lower incomes, both in 
the west and in emerging economies. By 
combining this with new distribution meth-
ods, such as the use of street markets, mobile 
street vendors, and door-to-door distribu-
tion, Nestlé seeks to reach a wider set of con-
sumers. 

“By catering to all consumer segments, com-
panies can tap a considerable market poten-
tial,” explains Bo Nielsen, Vice President for 
Global Business Development at DKSH Fast 
Moving Consumer Goods. “We at DKSH 
support our suppliers by suggesting to adapt 
either the product itself or else the packaging 

size to local market demands to ensure we 
fully exploit this potential.”

Cisco, a US information technology firm, 
has invested heavily in a research center in 
Bangalore, India, which it now regards as 
one of its principal sources of innovations 
for both emerging markets and developed 
ones. “All innovations are global in nature,” 
says the firm’s President for Inclusive Growth, 
Aravind Sitaraman. “What we innovate in 
India is relevant to all emerging countries 
and also largely applicable to the developed 
world. For example, would our plan to pro-
vide remote education and healthcare not 
apply to China, Africa, West Asia, South 
East Asia, and South America? Similarly, 
would not technology that makes a city use 
power efficiently be as relevant to power- 
starved emerging nations as to those in the 
developed world?”

Perhaps more significantly, frugal innovation 
has a knock-on effect, allowing businesses to 
benefit from opportunities created by oth-
ers. Take Indian telecom provider Bharti 
Airtel, which developed a low-cost mobile 
phone service for poorer consumers. It part-
nered with bigger telecoms providers to pro-
vide the equipment and used IBM to supply 
back-office services. The resulting expansion 
of mobile phone usage has enabled other 
businesses to offer mobile-based services. 

So far, most companies have only dipped 
their toes in the water when it comes to fru-
gal innovation. But the future seems promis-
ing: “Companies are not necessarily making 
a huge amount of money at the moment, 
but I think this is where they’ll see growth. 
These will be massive markets in 10 to 15 
years – it’s a matter of time,” says Prabhu. 

Kim Thomas 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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The Mac 400 handheld electrocardiogram: originally developed for remote rural areas, it is now also used for curb-
side accidents in the USA.
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Why cities will matter more 
in the decades ahead
The rapid urbanization of many emerging markets, especially within Asia,  
is reshaping the nature of consumer demand – and demand for city infrastructure. 
By Stephen Keppel.

	Economic and political power is shifting from countries towards 
cities. Urbanization is increasing rapidly, especially in Asia, and this 
trend has major implications for firms seeking to invest and expand in 
new countries. All major Asian countries, particularly China, but also 
Vietnam and Malaysia, are swiftly urbanizing, as economies become 
more based on manufacturing and services. Accordingly, businesses 
are already planning their city-based growth strategies, not least for 
the huge new infrastructure demands that urbanization incurs.

Asia and Africa are currently the fastest urbanizing regions – Latin 
America’s current pace of urbanization is slower only because it is 
already quite urbanized. The UN says that of the 324 fastest growing 
cities in the world, 53% are in Asia and 24.4% in Africa.1 Asia is 
undergoing the biggest population shift from rural to urban areas in 
history. According to the Asia Development Bank (ADB), each year 
Asia’s urban population goes up by 44 million, or over 120,000 per 
day.2 Over the next few decades this rapid urban growth will allow 
emerging cities in Asia to overtake urban centers in America and 
Europe in both size of population and economy. The Economist In-
telligence Unit forecasts that the GDP of China’s fastest growing cit-
ies (the so-called CHAMPS: Chonquing, Hefei, Anshan, Maanshan, 
Pingdingshan, and Shenyang) will grow by 10.7% in 2011 compared 
to just 0.85%, 0.12%, and 1.15%, for New York, Chicago, and Lon-
don, respectively. Consulting firm McKinsey estimates that by 2025, 
China alone will have 221 cities with over a million inhabitants com-
pared to just 35 in Europe today.3 Other parts of Asia are also rap-
idly urbanizing. In Malaysia, for example, 72% of the population 
already live in cities, with a further 2.4% moving away from the 
countryside each year. Indonesia’s population of 246 million people 
is far less urbanized, at 44%, but nearly 4.2 million people migrate 
into one of its many cities each year.4

The demand for infrastructure
New urban residents require infrastructure and services and the surge 
in urbanization in Asia is fostering substantial demand in these areas, 
creating opportunities for businesses and investors. According to the 
ADB, Asia requires “each day, the construction of more than 20,000 
new dwellings, 250 kilometers of new roads, and additional infra-
structure to supply more than 6 megaliters of potable water.”5 Both 
China and India are seeing huge infrastructure spending. Shanghai’s 
metro is now the largest in the world and is expected to double in size 
in the coming decade. India plans to spend USD 1 trillion between 
2012 and 2017 to improve its current infrastructure. Some of these 
projects are traditional in nature, such as highway expansions and 
metros, but many are specifically designed to meet local demands 
and budgets. 

Tapping this expanding but varied infrastructure market will not 
necessarily be straightforward. A lack of financing, poor planning 
and weak judicial enforcement can hinder large-scale projects. But 
experiences from Latin America suggest that difficult situations can 
also lead to infrastructure innovations. Bus rapid transit (BRT), 
which aims to make bus transit as efficient as light rail or metro, was 
developed in Brazil in order to quickly and cheaply establish a mass 
transit system. BRT has been copied throughout Latin America and 

Essay

1 State of the World’s Cities, UN-HABITAT, 2010/2011
2  Financing liveable and sustainable cities for Asia and the Pacific, Asian Development Bank 

speech, September 2010
3 Preparing for China’s urban billion, McKinsey Global Institute, February 2009
4 CIA World Factbook, 2010 estimates
5  Urbanization and sustainability in Asia: Case studies of good practice, Brian Roberts, Trevor 

Kanaley, Asian Development Bank, 2006
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is now being utilized in Asia, Africa, and even the USA. Jaime Lerner, 
a former mayor of Curitiba in Brazil and a pioneer of BRT, believes 
that “creativity starts when you cut a zero from your budget.”

Business implications of easier market access
Another benefit of urbanization is that it makes consumer markets in 
the developing world more accessible. While rural areas are often dif-
ficult to reach due to the poor state of road and rail networks, urban 
centers are usually located in major transport hubs and middle-class 
consumers largely reside in cities where government offices, busi-
nesses, and schools are located. Large cities become the natural mar-
ket for consumer goods, pharmaceutical products, and services aimed 
at middle- and upper-income households.

As urban populations rise, however, markets for different goods and 
services will not grow at the same rate. In Asia in general, and in 
particular in countries like Vietnam, most of the urban growth comes 
from rural immigrants. These migrants will nevertheless be able to 
earn more in these cities than the countryside, but will have different 
demand requirements. Being able to adapt to local markets is impor-

Essay

Rapidly increasing urbanization, especially in Asia, makes consumer markets in the developing world more accessible.                               

tant. For instance demand for mobile telephony in emerging cities 
may grow faster than for more expensive appliances or services. Sim-
ilarly financial services that are easily accessible and do specific things 
such as help with remittances sent to family in rural areas may be 
more attractive than more advanced products. The success of M-Pesa, 
a mobile phone-based banking system pioneered in Kenya, proves 
that as emerging markets continue to urbanize demand for services 
will evolve in ways that is hard for western companies to predict with-
out developing local knowledge. The key to accessing these growing 
urban markets in the next decade will continue to be developing a 
deeper understanding of the needs of local customers. 

Stephen Keppel is an editor and economist with the Economist Intelligence Unit 
(EIU) in charge of economic and political forecasting, with a specific interest  
in urbanization, infrastructure, and innovation. Before joining the EIU, Stephen 
worked as a project manager and consultant on projects involving international 
business development in various emerging markets. 
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Tailored solutions for any size of business: DKSH provides a comprehensive package of services for business partners, helping them to successfully expand their business. 
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Inside DKSH

Our clients wish to expand their businesses in  
existing and new markets. Our customers  
wish to expand their sourcing base and market 
shares and their access to knowledge and  
revenue opportunities. Providing our clients and 
customers with a comprehensive package  
of services to reach their goals is what we call 
Market Expansion Services.
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Holding the key  
to market expansion
Tailored solutions for any size of business: DKSH’s in-depth local knowledge, 
comprehensive distribution networks, and extensive experience in the Asian  
markets will pave the way to new, exciting, and fast-growing opportunities for  
any company wishing to establish or further expand their presence in Asia. 

	As the western economies claw their way 
out of the global downturn, the fast-growing 
Asian markets are becoming increasingly at-
tractive to companies looking to expand. 
Moreover, these markets are no longer seen 
as mere sourcing opportunities – natural re-
sources aside, companies are now looking for 
new customers and growing purchasing 
power. New economic hubs are starting to 
thrive in the region, with intraregional trade 
and so-called south-to-south investment be-
tween emerging markets becoming stronger 
than ever. 

The prospect of the creation of the ASEAN 
Economic Community (AEC) by 2015 rein-
forces the notion that the 21st century will 
be played out in Asia. The block would have 
a combined population of over 560 million 
and total trade would exceed USD 1,400 bil-
lion. So, economic opportunities are aplenty 
and they are providing a much-needed life-
line to companies across the world. 

Market	entry	as	a	challenge
But for many that are looking to venture in 
these markets, the obstacles and the chal-
lenges can be daunting. The new opportuni-
ties often come with poor infrastructure, in-
coherent and ever-changing regulation, and 
political uncertainty. 

In the technology sector, for example, a 
company’s strength typically lies not in mar-
keting and distribution, but in development 
and production. However, their core com-
petencies are challenged in these new mar-
kets because of the different laws, sourcing 
requirements, and cultural differences. This 
is where DKSH’s Market Expansion Services 
step in. We help companies by providing 
that crucial knowledge, as well as marketing, 
sales, distribution, and after-sales services. 

An example of this kind of service can be 
seen in the recent partnership between 
DKSH’s Business Unit Technology and Ruag 
Technology, a division of Ruag Group. Ruag 
Technology is a Swiss-based company that 
develops advanced technologies in areas 
such as specialized machining, forming and 
surface technologies, engineering, aircraft 
structures, machine assemblies, and envi-
ronmental technology. 

With our unmatched relationships in Asia 
and on-the-ground logistics, DKSH offers 
Ruag high speed to market, reduced com-
plexity, and no fixed overhead costs. The 
agreement between DKSH and Ruag Tech-
nology covers the distribution of both the 
Turningator and Windpower equipment in 
Taiwan, China, Korea, and Japan. Dr. Ad-

Logistics and regulations aside, companies 
must also be willing to redesign their prod-
ucts to meet the demands of these new con-
sumer groups. 

Resolving these problems can be costly tak-
ing focus away from core activities such as 
innovation that can enhance the company’s 
competitive edge in the market. These chal-
lenges vary according to a particular firm’s 
degree of market expansion, which can be 
divided into three levels, with companies re-
quiring different services depending on what 
level they’re on. 

Opening	doors	in	Asia
The first group encompasses those compa-
nies that are yet to enter these new markets. 
They often have innovative products in their 
portfolio, but with much smaller resources 
at their disposal or limited knowledge of 
these countries, expansion into unknown 
and very diverse markets can be daunting. 
They might lack time, capital, or other local 
resources that can take their products suc-
cessfully to market. And with the advent of 
the global downturn, the risks have in-
creased – investments are scarce; market 
volatility is very high; and unstable fuel and 
raw material prices can affect production 
costs drastically. 
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rian Eberle, Executive Vice President Busi-
ness Unit Technology at DKSH, explains 
that “Ruag offers the market a revolutionary 
method for machining large parts on-site 
which reduces costs as well as downtime 
considerably. DKSH is excited to help Ruag 
expand in new markets across Asia.”

Bulking	up
The second group of companies that DKSH 
helps typically already have some presence in 

Companies not yet present in Asia can use DKSH’s Market Expansion Services as a springboard into emerging Asian markets such as Cambodia.

Asian markets, with a proprietary sales and a 
distribution infrastructure. Their challenge 
is not on market entry, but rather about 
finding ways to perform to their full poten-
tial or achieve the kind of growth that is pos-
sible in these new markets because their en-
ergy and efforts are being drawn away from 
their core competencies. Distribution and 
logistics costs may be mounting, and because 
of their relatively small size, few resources are 
left for other activities. By becoming their 

outsourcing partner, and seamlessly integrat-
ing their sales and distribution functions 
into our own organization, DKSH can help 
to ensure an integration of their operations 
on a wider platform.

One example of this kind of business partner 
comes from Oerlikon, one of the world’s 
leading international high-tech industrial 
groups specializing in machine and plant en-
gineering. Trevor Norman, International 
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Large multinationals benefit from DKSH’s capillary distribution network and local field-based sales force that ensures products are not only delivered in excellent condition  
and just on time, but also  prominently positioned at the point of sale.

Sales & Marketing Manager at Oerlikon 
Systems, explains that “with the DKSH part-
nership, we are able to react quickly to local 
opportunities and build upon our estab-
lished reputation in the market. DKSH of-
fers us the unique opportunity to transfer 
our proven capability into an exclusive sup-
port structure for our products.”

Strengthening	coverage	and	distribution
The third type of companies that DKSH 
helps are also already operating in Asia, but 
usually via a distribution partner. They often 
find that they are experiencing growth and 
performance levels that are not meeting their 
requirements or aspirations. This is often 
due to a range of issues, including poor ser-

vice networks, a lack of state-of-the-art IT 
infrastructure, compliance issues, and an in-
comprehensive and poorly integrated range 
of services. 

DKSH’s partnership with Nestlé Confec-
tionary is a clear example of how we help 
such companies make the most of these new 
markets. The challenge for chocolate manu-
facturers such as Nestlé is to operate in hot 
and humid climates, where product quality 
can easily be impacted. Thanks to DKSH’s 
ability to reliably deliver Nestlé’s products 
to the targeted points of sale, with special-
ized temperature-controlled warehouses and 
delivery vehicles, Nestlé can ensure that its 
products reach consumers at ideal tempera-

tures. Six years into our partnership with 
Nestlé in Thailand, the company has experi-
enced a 300% increase in sales of its confec-
tionary products, such as KitKat and Milo.

DKSH can provide the logistics, wide-ranging 
distribution networks, effective order fulfill-
ment, and cash collection. These are services 
that, thanks to DKSH’s long-standing experi-
ence in the region, can be scaled up or down 
to suit the individual needs of the business 
partner. More importantly, they can be pro-
vided at a cost that cannot be easily matched 
by any one company, which makes DKSH 
the outsourcing partner of choice for an inte-
grated and accelerated expansion in Asia. 



RUAG’s Turningator mobile lathe series is an innovative solution for achieving targeted efficiency gains in power plants. These versatile lathes enable 

on-site machining of heavy turbine housings, and thus offer decisive benefits: shorter turbine downtimes and no transportation costs. We’ll be 

happy to advise you about all the other advantages.

RUAG Technology
Industriezone Schächenwald · 6460 Altdorf · Switzerland
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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 to grow their business in new and existing markets. 
We constantly expand our on-the-ground logistics which today include  
22,500 specialists, 610 business locations, 180 distribution centers, and access 
to 550,000 customers in 35 countries. 

	Integrating	 two	 new	 agen-
cies	 for	 DKSH	 Technology.
With the acquisition of the Jap-
anese business of Mikron Ma-
chining, a Swiss machine tools 
manufacturer, DKSH is expand-
ing its technology portfolio. By 
integrating Mikron Machining’s 
local and after-sales operations 
into our Business Unit, we com-
bine established products with 
our market expansion expertise. 
We have also acquired Trekintal 
in Taiwan, which gives us a new 
local presence and customer base 
from which to develop our in-
struments business in Taiwan.      
Business Unit: Technology

	New	lab-scale	beverage	trial	
plant	 in	 Bangkok.	 Our new 
lab-scale beverage pilot plant in 
Bangkok is designed to reduce 
market entry time for regional 
beverage and dairy manufactur-
ers by providing state-of-the-art 
testing facilities. The plant in-
cludes a complete line of pas-
teurization/UHT, homogeniza-
tion, and bottling equipment 
with testing capabilities for pH, 
solid analyses, viscosity, etc. 
Full-size trials are often expen-
sive for manufacturers. With 
small-scale testing, DKSH can 
reduce costs and market entry 
times with customized solu-
tions.  
Business Unit: Performance 
Materials

	First	ever	Levi’s	store	opened	
in	Cambodia.	After representing 
Levi’s in Thailand for 20 years, 
DKSH opened the doors to the 
Cambodian market for this glob-
al brand. In October 2010, Levi’s 
made its debut at a newly opened 
state-of-the-art department store 
in the center of Phnom Penh. 
The store offers a range of prod-
ucts for women and men, in-
cluding the iconic jeans, shirts, 
and accessories. Custom fitting 
is also available. The aim of the 
expansion is to tap into Cambo-
dia’s emerging middle class, rais-
ing their awareness and apprecia-
tion of branded goods.		
Business Unit: Consumer Goods

	New	 offices	 in	 Myanmar.	 As 
DKSH Myanmar kept growing, 
we decided to build a central of-
fice building for all Business Units 
in Yangon. We have successfully 
completed construction and relo-
cated to the new offices. Our new 
six-story building hosts the offices 
of four Business Units as well as 
some of our suppliers’ offices. The 
distribution center for Business 
Unit Healthcare is part of the 
building, too. The site is conve-
niently located so that both 
downtown areas and Yangon In-
ternational Airport can be easily 
reached.  
Business Units: Consumer 
Goods, Healthcare, Perfor-
mance Materials, Technology
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	Nike	 added	 to	 our	 portfolio	
of	fashion	brands.	Under a new 
agreement, DKSH has become 
Nike’s strategic retail partner in 
Thailand, including first rights  
on all new Nike retail projects. 
DKSH opened the first Nike store 
in the newly renovated Paradise 
Park Mall in Bangkok in October 
2010. The second store is located 
in the Central World department 
store. With the addition of Nike, 
DKSH complements the existing 
portfolio of fashion brands with a 
sports brand of world renown.
Business Unit: Consumer Goods

	New	 laboratory	 infrastruc-
ture	 in	 Japan	 and	 the	 Philip-
pines.	 DKSH has opened two 
new pharmaceutical laboratories 
in Asia to increase their applica-
tion expertise. The new high-
containment laboratory in Isogo, 
Japan, supports the registration 
process of active pharmaceutical 
ingredients, especially oncology 
products. The other new lab, 
based in Laguna, Philippines, of-
fers technical pilot trails for tablet 
coating applications as well as 
prototype formulation of taste-
masked children’s antibiotics.
Business Unit: Performance 
Materials

	DKSH	 opens	 a	 Technology	
Call	 Center	 in	 Thailand.	 Busi-
ness Unit Technology Thailand 
has set up a new call center in 
Bangkok. It has been designed to 
support the team in further en-
hancing their professional, high-
level customer service. It is desig-
nated to consolidate customer 
relationships and strengthen our 
customers’ commitment to sup-
pliers. The new call center uses 
the award-winning infrastructure 
of DKSH’s Business Unit Health-
care. This is a great example of 
how different Business Units can 
work together, creating synergy 
within the Group.
Business Unit: Technology
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Innovative testing facility

A new lab-scale beverage pilot plant in Thailand is helping our customers in  
the food and beverage industry develop new products using our suppliers’  
advanced new ingredients. The plant helps to reduce product innovation costs  
and access to market times. 

	As the leading Market Expansion Services 
provider with a focus on Asia, one of our 
fundamental objectives at DKSH is to drive 
growth both for our suppliers and our cus-
tomers. In December 2010, in line with this 
strategy, DKSH’s Business Unit Performance 
Materials, a distributor of specialty chemi-
cals and ingredients in Asia, inaugurated a 
lab-scale beverage pilot plant in Thailand.

The scope of the plant allows our customers 
to innovate and design new products by ex-
perimenting with new ingredients provided 
by our suppliers, so that they are equipped 
to face new market demands – for example, 
a search for low-fat, healthy, and convenient 
food and drink products has been one of the 
key trends in the global food and drinks 
market. The plant consists of UHT/HTST 
pasteurizing systems, in-line homogenizer, 
and bottling equipment with testing facili-
ties for pH, solid analyses, viscosity, and an 
ultraclean fill hood. These features make 
possible small-scale experimentation for our 
customers in the Asian beverage and dairy 
markets, with products ranging from juices 
to teas to soy-based drinks. 
 
When designing the plant, DKSH identified 
that a major obstacle to innovation in the 
Asian beverage market was that running a 
trial on a full-size processing line would be 
too costly for many of our customers. By 
making this pilot plant available, DKSH is 
reducing the costs associated with product 
innovation – many of our customers would 
otherwise not be able to afford a facility on 
this scale. DKSH is also shortening access to 
market times – as customers can simulate 
production of a new product, they can carry 
out more trials in less time.

David Macdonald, Vice President Perfor-
mance Materials at DKSH Thailand, ex-
plains: “This investment further enhances 
our leading position in the South East Asian 
beverage and dairy industry by allowing 
DKSH to introduce exciting new ingredient 
ideas, to assist costumers with faster-to-mar-
ket innovations using our state-of-the-art 
lab-scale beverage plant, and to minimize 
customers’ costs in doing so.”
 
With this project, DKSH has expanded on its 
role of ingredient sourcing by offering value-
added services like research and development 
to our customers. Having the right infrastruc-
ture at their disposal is an important factor for 
many of the companies in this industry that 
are looking to grow. 

DKSH’s new beverage pilot plant is speeding up 
customers’ access to market.

FactBox

Products	tested	in	the	new	laboratory
	Juices, juice concentrates

		Milk, milk drinks, milk replacements, yogurt, 
ice cream mixes, soy beverages

	Nutritional drinks, isotonic drinks

	Broths

	Tea, coffee
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Evaluation Test Qualification Certification

Supplier identifica-
tion and evaluation

Test and approval of 
material

Qualification 
of supplier

Qualification and 
performance
follow-up

Visit and pre-audit Different tests Audit and 
follow-up audit 

Audits  

on-going

Potential supplier Approved material Qualified supplier Certified supplier

Certifying quality suppliers 

A new certification program within DKSH’s Business Unit Performance Materials 
is helping pharmaceutical firms ensure that their suppliers conform to  
a range of specific quality criteria. A broader rollout in the near future will soon 
make it available across other industries. 

	At DKSH we always look for ways to offer 
value-added services that will help our busi-
ness partners ensure quality as they grow. We 
understand that when choosing a supplier, 
our customers’ primary criteria are in ensur-
ing quality, product purity, competitive 
price, and worldwide delivery. But they also 
need assurance that the supplier has access to 
the right technology, equipment, machinery, 
and personnel, that it behaves ethically, and 
that it is financially sound. 

Any disruption to a customer’s supply chain 
could have serious consequences on their 
business and their client relationships, po-
tentially resulting in the loss of hard-won 
contracts. For example, with products that 
have to adhere to extensive regulations, it is 
paramount that suppliers are aware of these 
specifications and have the knowledge and 
capability to comply and deliver.  
 
This is why we offer our Supplier Agreement 
Program (SAPA), a unique new service de-
signed by DKSH’s Business Unit Perfor-
mance Materials to ensure that suppliers 
understand the needs of our customers and 
that they are able to deliver on these require-
ments, with no risk of interruption to the 
suppliers’ services. SAPA was first tested in 
2010 on Business Unit Performance Materi-

als’ Business Line Pharmaceutical Industry, 
due to its highly regulated nature. It will be 
expanded to other Business Lines from 
2011.
 
There are four stages to SAPA: a potential 
supplier is first identified and evaluated; then 
both materials and the supplier itself are test-
ed and qualified. Afterwards SAPA ensures 
supplier consistency with regular follow-ups. 
In this final stage, sourcing continues to en-
sure the supplier’s quality through regular 
interactive visits and audits at manufacturing 
plants. This is all achieved within the frame-
work provided by DKSH’s Safety, Environ-
ment, Quality and Regulatory Affairs depart-

ment (SEQRA), which establishes the criteria 
for documentation, audit performance, full 
compliance, and final approval for the sup-
plier. A quality agreement is then put in place 
and DKSH recognizes the supplier for its ex-
cellent performance with a certificate.
 
Joaquim Pires, Regulatory Affairs Manager 
at DKSH based in France, explains: “With 
SAPA in place at DKSH, customers can rely 
on the work done by us and at the same time 
reduce non-compliance risks, recalls, and 
major deviations. Ultimately, we can help 
improve our suppliers and in so doing both 
our suppliers and our customers can gain 
professional credibility in their markets”. 

Overview of the key stages in DKSH’s Supplier Agreement Program (SAPA).
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To stand still  
is to lose ground
As the leading 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. In order to manage this expansion, we are constantly 
investing in infrastructure, extending our network, and strengthening our  

 A strong online presence for DKSH. For 
companies in the business-to-business envi-
ronment, the internet has become the most 
important information source. Consequently, 
online marketing efforts for DKSH will play 
a leading role in helping us become immedi-
ately recognized as the No. 1 Market Expan-
sion Services provider with a focus on Asia. 
DKSH has implemented a whole set of mea-
sures in the area of online communications. 
In March 2011, we launched an international 
online marketing campaign designed to en-
hance brand awareness. We have also worked 
on search engine optimization worldwide 
and translated seven country websites into 
their national language. 

 Levi’s jeans donation in Thailand. DKSH 
has been the sole franchisee and distributor 
of Levi’s products in Thailand for over 20 
years. In August and September 2010, 
DKSH repeated the highly successful Swap 
Jeans promotion, which allowed customers 
to exchange any old pair of jeans for a dis-
counted new pair or other Levi’s products. 
Jeans in good conditions were delivered to 
foster homes and foundations including the 
Suan Keaw Temple Foundation and the Pro-
vincial Red Cross Chapter of Prahnakornsri 
Ayutthaya. By linking the promotion with 
charity donations, we were once again able 
to make a significant contribution to the lo-
cal community, while at the same time driv-
ing sales. 

 DKSH named “Distributor of the Year” 
by Lapp. Lapp, a key partner for cables, 
heavy duty connectors, and cable glands for 
DKSH’s Business Unit Technology, has 
named DKSH Taiwan “Distributor of the 
Year 2010” out of its 52 worldwide distribu-
tors. The award recognizes and honors our 
structured sales approach and professional 
business development. Business Unit Tech-
nology and Lapp have worked together for 
over 15 years. After a downturn in Taiwan’s 
cable business sales in 2009, DKSH sur-
passed Lapp’s most ambitious expectations 
by more than doubling the business in one 
year. To drive sales for the supplier, DKSH 
created a new brochure illustrating Lapp ca-
bles’ advantages and contacted potential cus-
tomers for personal sales pitches. As a result, 
we gained over 70 new customers for Lapp 
within three months. 
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leadership, with the ultimate objective of delivering every service our business 
partners need to grow in their chosen market. At the same time, we take a deep 
interest in the communities we serve.

 DKSH expands its product portfolio to 
include Agricultural Machinery. DKSH 
Technology has entered a new field of busi-
ness and established a Product Group for 
Agricultural Machinery. We are confident 
that with growing production levels and de-
mand, agriculture will represent a big busi-
ness opportunity in the coming years in 
South East Asia. One of our early successes 
was winning a contract to distribute Dae-
sung Korea’s agricultural machinery in eight 
Asian countries. As part of our next step, we 
plan to expand into more countries and ex-
tend our participation on the processing 
value chain.  

 Caring Heart volunteers in Hong Kong. 
DKSH’s staff in Hong Kong have been dedi-
cating their after-work hours to the local 
community. Founded in 2009, our volun-
teer team has 156 members who spend time 
volunteering in homes for the elderly, chil-
dren’s centers, and associations for the men-
tally disabled. The team is supported by our 
partnership with the Agency for Volunteer 
Service (AVS), a non-profit organization that 
provides training to improve the quality of 
volunteer service. In 2010, the Caring Heart 
team co-operated with the Hong Kong Red 
Cross to conduct a six-month “Little Red 
Hat” program helping newly arrived chil-
dren from mainland China to get integrated 
into Hong Kong society. 

 Quality certifications for DKSH Health-
care. Business Unit Healthcare has signifi-
cantly invested in the quality of its distribu-
tion centers and works with Swiss certification 
agency SGS to have these efforts officially 
recognized. Since October 2010, the global 
certification agency SGS has awarded our 
pharmaceutical and healthcare distribution 
centers over 20 international quality certifi-
cations. This recognizes DKSH’s efforts to 
comply with GMP standards and ISO 13485. 
Moreover, in early 2011, DKSH Vietnam 
was the first service company in the country 
to receive ISO 13485:2003 certification for 
the distribution of medical devices. SGS, a 
Swiss-based company, started business in 
1878 by offering agricultural inspection ser-
vices to grain traders in Europe and has since 
developed into the industry leader of certifi-
cations. 
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 ISO 17025 laboratory accreditation for 
DKSH Technology in Thailand. Business 
Unit Technology Thailand has been granted 
the ISO/IEC 17025 Laboratory Accredita-
tion for the calibration laboratory in Thai-
land. This global quality standard for testing 
and calibration laboratories enables DKSH 
to provide comprehensive after-sales services 
for laboratory equipment. The calibration 
lab is a part of Calibration and Quality Ser-
vices, a comprehensive solutions program 
designed to assist customers with controlling 
their monitoring and measuring devices as 
required by ISO registration and consumer 
protection laws. Through these services, 
DKSH supports customers by setting cost- 
saving goals, increasing productivity and 
performance. Together with the launch of an 
after-sales service call center in January, the 
ISO 17025 certification for the calibration 
lab further strengthens DKSH’s position as 
experts in the market as well as growing our 
after-sales service business in Thailand. 

 Business Unit Technology expands its 
sourcing activities DKSH’s Business Unit 
Technology has established a new Business 
Line Sourcing to help European companies 
source products in Asia. As a full-service 
contractor, DKSH specifies, sources, in-
spects, packs, stores, consolidates, and ships 
to locations worldwide. The focus is on hand 
tools, wood and metal working machinery, 
hardware, and consumables. The new Busi-
ness Line has already signed contracts with 
big industrial retailers and wholesalers in 
France, Switzerland, Finland, Ukraine, the 
Netherlands, Austria, and Turkey, supplying 
technology products from China, Taiwan, 
and Vietnam. 

 L’Oréal Award for Supply Chain Excel-
lence. L’Oréal has awarded our operations 
in China, India, and Indonesia its Supply 
Chain Excellence Award for supplying its 
plants in Asia Pacific with high-quality raw 
ingredients. Building on its existing relation-
ship with DKSH France, L’Oréal has en-
trusted us with providing supply chain ser-
vices across Asia. Drawing on our supplier 
networks in Japan, South Africa, China, In-
dia, and the USA, DKSH ensures smooth 
delivery of raw materials to L’Oréal – from 
hair dyes to waxes, silicone, actives, and pre-
servatives, supporting L’Oréal brands such as 
Garnier and Lancôme. We are particularly 
proud to have won this award for 2010, when 
L’Oréal China became the group’s number 
three cosmetics subsidiary. DKSH clearly 
played a key role in supporting L’Oréal’s im-
pressive growth in Asia Pacific. 

 Partnership with Energizer expanded to
Cambodia, Laos, and Myanmar. After years 
of successful collaboration in Thailand and 
Vietnam, DKSH and Energizer have ex-
panded their partnership to Cambodia, 
Laos, and Myanmar. USA-based Energizer 
markets high-profile personal care products. 
After 20 years of closely working with 
DKSH, Energizer today is one of the market 
leaders in the household and personal care 
product segments in Thailand. DKSH has 
also been acting as a full-service agency for 
Energizer in Vietnam since 2007. On the ba-
sis of this successful collaboration, DKSH 
will now start to distribute Energizer’s house-
hold and personal care products in Cambo-
dia and Laos and household products in 
Myanmar. This expansion will enable us to 
extend our offering in these markets. 

 Supporting independent pharmacies in 
Malaysia. The healthcare business has al-
ways been very dynamic. Independent phar-
macies are constantly faced with challenges 
such as competitive pricing and finding 
funds to support in-store promotional ac-
tivities. Thus DKSH Malaysia has initiated a 
Healthcare Community Pharmacy Project 
to support independent pharmacies through 
improved point-of-purchase displays. The 
key tool of this initiative was to develop ex-
clusive gondola end displays for promotional 
purposes. By providing these, DKSH man-
ages to secure the prominent front gondola 
ends for our clients’ products – the most 
limited and sought-after positions within 
store display. These eye-catching displays se-
cure us a permanent display area and expo-
sure for our clients. It started as a pilot proj-
ect with eleven outlets in Johor in May 2010. 
Sales from these outlets have since doubled. 
Given the positive outcome, we will be im-
plementing a similar concept nationwide. 

 Enhancing know-how through new mar-
keting alliance. DKSH has teamed up with 
UK-based Ceuta Healthcare Alliance, the 
leading sales, marketing, and logistics out-
sourcing service provider to the health and 
beauty industries serving both multination-
als and smaller innovation companies. Un-
der the agreement, DKSH and Ceuta will 
share business contacts and know-how that 
will benefit both parties’ market expansion. 
In particular, this cooperation will allow us 
to transfer best practice from the highly de-
veloped UK pharmacy market to our busi-
ness partners in Asia. 
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 DKSH looks back on a record year in 
2010. The business year 2010 was the most 
successful one in DKSH’s history which 
spans close to 150 years. While Total Sales 
grew by 19% to CHF 9,976 million and Net 
Sales increased by 14.8% to CHF 7,293 mil-
lion, most importantly, we achieved an ex-
ceptional 51.2% increase in EBIT to CHF 
195 million. In 2010, we succeeded in ben-
efitting extraordinarily from recovering mar-
kets. The year was furthermore characterized 
by the thorough implementation of our 
strategy for growth designed to cement our 
leading position. We drove growth by ex-
panding existing businesses, proactively de-
veloped new business, and complemented 
this organic growth through strategic acqui-
sitions. At the same time, we invested in op-
erational excellence, using our extensive net-
work and expertise to cost-effectively provide 
best-in-class services. Our excellent 2010 re-
sults are further proof of the value of our 
business model: Market Expansion Services 
is a successful reinvention of the traditional 
trading companies’ model, offering a unique 
range of products and services. This ap-
proach has helped us to outperform the 
GDP growth of the countries we operate in 
by an average of 70% since 2002. 

 Appointments within DKSH’s Group Man-
agement. After 6 years as CFO and a total of 
13 years with DKSH, Stuart Davy stepped 
down at the end of March. We would like to 
thank him for his valuable services over the 
years and look forward to his continued sup-
port as a Member of the Board of Directors 
of some of our subsidiaries, among others. 
We are also delighted to have found an inter-
nal successor. As of April 2011, the former 
Executive Vice President Country Opera-
tions & Business Processes, Bernhard 
Schmitt, has taken over the function of 
CFO. With over seven years at DKSH, in-
cluding five years as CFO of our operations 
in Thailand, he has gained an intimate un-
derstanding of our company. 
Martina Ludescher, formerly Vice President 
Strategy & Corporate Communications, is 
the first woman to be promoted to Group 
Management and as of April 2011 has as-
sumed the new position of Head Corporate 
Development. In this function, she is respon-
sible for Strategy, Human Resources, Corpo-
rate Communications, and Branding.

 A globally standardized Code of Con-
duct. DKSH firmly believes in the value of 
ethical behavior and compliance with all in-
ternational and local rules and regulations. 
Our globally standardized Code of Conduct 
replacing previous local and regional codes 
was introduced throughout our operations in 
the course of 2010 using, among others, an 
e-learning tool. The new Code of Conduct is 
the foundation of compliance directives that 
ensure responsible corporate governance. 
Based on our corporate values that are the 
principles by which we set our professional 
priorities it is an important cornerstone of 
our strategy for growth.

 Compliance and quality. Safety, the pro-
tection of the environment, health, as well as 
quality and regulatory compliance are top 
priorities at DKSH. In order to achieve these 
goals we strictly follow international regula-
tions such as the European Community’s 
Registration, Evaluation, Authorization, and 
Restriction of Chemicals (REACH) regula-
tion and the Globally Harmonized System 
(GHS) for the classification and labeling of 
chemicals, which are both designed to con-
tribute to international chemical safety. In 
order to implement REACH and GHS, we 
have set up a team of regulatory specialists in 
a newly established European Regulatory 
Affairs Compliance Competence Center in 
Lyon. This center is an integrated part of the 
global Safety, Environment, Quality, and 
Regulatory Affairs team. The DKSH experts 
support our business partners in complying 
with these regulations by combining the rel-
evant regulatory know-how with sound 
business practice. All procedures are backed 
by state-of-the-art IT systems: the REACH 
process is fully integrated in our SAP system 
and totally standardized. Moving quickly, 
we have preregistered a portfolio of 900 sub-
stances for our business partners. We are 
thus in the position to effectively support 
the necessary registration investments, there-
by adding significant value for our business 
partners.  
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DKSH – the founding years

	The first three decades of the 20th century presented formidable 
challenges to all businesses, including the founding fathers of today’s 
DKSH. As global trade faltered during the Great Depression of the 
1930s, three Swiss merchant houses operating in Asia started creating 
links between each other: Siber Hegner & Co.; Diethelm & Co.; and 
Ed. A. Keller & Co. 

Early in the 20th century, Wilhelm Diethelm and Eduard Keller, in 
quick succession, incorporated their respective businesses, Diethelm 
& Co. in 1906 and Ed. A. Keller & Co. in 1908. Both believed their 
sons too young and inexperienced to run their firms. Eduard Keller 
passed away before the incorporation was complete, leaving his close 
friend Wilhelm Diethelm as representative for his sons Willy and 
Eduard Keller. 

Under the guidance of Diethelm, Willy and Eduard established 
themselves in top positions of the company’s prospering operations 
in the Philippines, helped by America’s new laws facilitating trans-
Pacific trade, which subsequently trebled in size. In 1917, Willy 
moved to Zurich to become chairman of his father’s firm. After his 

marriage to Wilhelm’s daughter, he was also elected as vice-chairman 
to Diethelm & Co., thereby deepening the links between the two 
firms. 
 
Meanwhile, in Japan, Siber Hegner & Co. suffered its greatest tur-
moil. Rather than from the Great War, this was from the Great Kanto 
Earthquake of 1923, which caused the biggest seismic damage that 
Japan had witnessed until then. The fires that ensued destroyed much 
of Tokyo and Yokohama, with Siber Hegner suffering great losses. 

The company quickly faced huge repayment deficits, as many of its 
debtors struggled in the aftermath. Robert Hegner, son of its recent-
ly deceased founder, took the difficult decision to take the firm pub-
lic to deal with this. 

Willy Keller was one of the investors, thus creating the first financial 
link between the companies. A decade later, Willy Keller was estab-
lished as vice-chairman of Siber Hegner & Co., thereby successfully 
creating the links between the three separate companies that would 
formally merge nearly 70 years later to create DKSH.	

Ed. A. Keller & Co.’s warehouse in Manila.Yokohama in ruins after the earthquake of September 1, 1923.
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Wilhelm (Willy) Keller (fourth from right) with employees in front of the offices of Ed. A. Keller & Co., Manila, around 1910. 



Egg-cellent inspiration
If you think eggs are expensive, you are probably ready for a new 

way of thinking in bakery. At Arla Foods Ingredients, we have 
developed the expertise to successfully replace eggs in bakery 

recipes with a guaranteed cost savings of 15-30%.

Closer to Nature™www.arlafoodsingredients.com

To find out more, please contact :
 
Arla Foods Ingredients
Sønderhøj 14
8260 Viby j, Denmark
Phone: +45 8938 1000
Email: ingredients@arlafoods.com
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“Monaco of the East”

By Daniel Martin.

A letter from Singapore

	One constant throughout Singapore’s de-
velopment has been the government’s will-
ingness to use a firm guiding hand. Soon af-
ter independence in 1965, the government 
set about nurturing a manufacturing sector 
that could compete in global markets. Man-
ufacturers were offered generous tax incen-
tives and foreign firms were welcomed. The 
policies were a success and as the govern-
ment ploughed money into education and 
infrastructure, manufacturers continued to 
move up the value chain, producing higher-
technology products. Today, electronics 
manufactures are the country’s largest ex-
port, while a thriving pharmaceuticals sector 
accounts for 18% of total manufacturing.

But for most visitors to this city state, it is 
not the factories that catch the eye. They are 
kept far from residential and commercial 
areas – another reflection of the govern-
ment’s careful planning. Instead, one is 
struck by the towering skyscrapers, which 
house South East Asia’s largest financial cen-
ter. Openness to foreign banks, an efficient 
bureaucracy, and low tax rates have all con-
tributed to the rise of Singapore as a financial 
hub, alongside its strengths as a global trade 
hub and biotech research center. But perhaps 
more important has been the eagerness of 
foreign executives to relocate to this city, at-

tracted as they are by its low crime rate, clean 
air, uncongested streets, and lush greenery. 

With Asia set to remain the world’s fastest- 
growing region for at least another decade, 
Singapore’s financial sector will continue to  
grow, bringing more wealthy people to the 
city. The private banking industry is benefit-
ting from having more savings to manage, 
and, more broadly, the city is setting itself up 
to cater to the tastes of the rich. Its shopping 
malls are already among the most impressive 
in the world and there has been a marked 
rise in pricey rooftop bars, luxury apart-
ments, and top restaurants in recent years. 

A seat in the grandstand at Singapore’s annual 
grand prix, the only “street race” on the For-
mula One circuit other than Monaco, offers 
the most striking view of the recent changes: an 
impressive array of yachts parked in a harbor 
that is overlooked by the newly built Marina 
Bay Sands Casino. This casino is one of two 
that opened in 2010 and together they have 
added more than a percentage point to GDP. 

Singapore’s repositioning of itself as a “Mo-
naco of the East” is perhaps the most surpris-
ing of its reinventions. A city built on hard 
work, prudent saving, and wise investment 
is loosening up. And it’s not just the bankers 

who are attracted by the new environment. 
Firms of all ilks are finding it easier to recruit 
or move skilled workers to Singapore, and 
the city is increasingly seen as the best loca-
tion for regional headquarters. Interestingly, 
it seems that Singapore’s uptight government 
has spotted another opportunity to move 
forward – this time by having fun.	

Daniel Martin is an analyst for a range of Asian econo-
mies at the Economist Intelligence Unit.
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My Bangkok

Somboon Prasitjutrakul, President of DKSH Thailand and Head of DKSH’s 
Business Unit Consumer Goods, tells us what his native city has to offer 
not only as a tourist destination, but ever more so as one of South East Asia’s  
best answers to western business hubs. 

Insiders

	Bangkok straddles the Chao Phraya River, 
with canals cutting across to pour into the 
bay south of the city center. This old me-
tropolis is undoubtedly one of the alpha cit-
ies of South East Asia. A fusion of ancient 
tranquillity and fast-paced life, Thailand’s 
leading city is not only a promise of unri-
valled exoticism for western explorers, but it 
has also shown its worth in terms of business 
opportunities.

Born and raised in Bangkok, and now in my 
role as President of DKSH Thailand, I find 
that the greatest assets of this superb city are 
its people, its culture, and its diversity. Hon-
est, friendly, and respectful, Thais make 
business dealings in this part of the world 
much simpler. And if you really want to hit 
it off with them, a little small talk goes a long 
way. The Thai workforce also offers great 
quality at great value so that business oppor-
tunities are particularly inviting, especially 
for manufacturers. 

A lack of decent infrastructure is one of the 
greatest obstacles that companies face when 
expanding into emerging markets – but in 
this respect, Bangkok poses no real prob-
lems. Though the well-paved roads are over-
flowing with maddening traffic, the rest of 
the transport system provides an effective, Bangkok’s Floating Market: an experience for foreigners and locals alike.

inexpensive, and fast alternative to driving. 
Worth mentioning here is the rapid half-
hour Sky Train transfer from our new airport 
to the city center, which takes the edge off 
often-stressful business trips.

But business opportunities are not all that is 
on offer. After a hard day’s work, Bangkok’s 
vast array of entertainment does not come 
short of any of its western rivals. Haggle in 
the Floating Market or let your nose be tan-
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Somboon Prasitjutrakul and his family love Bangkok’s diversity.

The Grand Palace or Wat Phra Keow served as the official residence of the Kings of Thailand.

Insiders

LinkBox

		Bangkok Floating Market
www.bangkokfloatingmarket.com

		Siam Niramit Theatre
www.siamniramit.com/oldweb/index.php

		Bangkok Symphony Orchestra
www.bangkoksymphony.org/index.html

		Thailand Cultural Center
www.thailandculturalcenter.com/index.php

		Siam Center
www.siampiwat.com

		Saxophone Pub
www.saxophonepub.com/2010

		The Steak Lao Restaurant
www.steaklao.thailand.com

		Baan Khanitha Restaurant
www.baan-khanitha.com

Bangkok’s Floating Market: an experience for foreigners and locals alike.

talized by the unique smells of Thai street 
food. Catch a show at the Siam Niramit 
Theater or listen to the Bangkok Symphony 
Orchestra at the Rajamangala National Cul-
tural Stadium. I personally love family out-
ings to the Ancient City, followed by a trip 
to the Joe Louis Puppet Theater. And in the 
evening the live music scene at Saxophone 
near the Victory Monument is excellent. 

For a visitor, there are plenty Western-style, 
state-of-the-art shopping centers to be ex-
plored, as well as local markets to be discov-
ered. I balance my shopping needs between 
the Central Department Store, a more up-
market department store for clothes and 
other goods, and the Chatuchak Weekend 
Market, a vast array of thousands of street 
stalls which is excellent for bargain hunting 
for nearing anything you could want. An-
other national treasure to be discovered is 
our cuisine: with the variety on offer, the 
quality, and the value, it won’t be long till 

Thai cuisine is rightly recognized as the 
“kitchen of the world”. My favourite dining 
experience is usually at home, but I also en-
joy eating out at Steak Lao, which is great for 

Northeastern Thai food, or the excellent 
Baan  Khanitha, an award-winning local res-
taurant. Failing that, our many local noodle 
shops are always reliable for a great meal. 
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 Keeping food fresh for longer has been a 
human concern for thousands of years. There 
is evidence from 6050 BC that Neolithic 
people were boiling water to extract salt, 
which was then used to conserve food – es-
pecially meat. Much later, Romans, Greeks, 
and Hebrews would dig storage pits into the 
ground, fill them with snow, and insulate 
them with wood and straw. 

Nowadays, electric refrigeration is a wide-
spread commodity, at least in developed 
countries. But, as the fridge is a primary 
electrical appliance of the cultural corner-
stone of every house – the kitchen – it comes 
as no surprise that regional and cultural vari-
ation have had an effect on design. A few 
stereotypes to begin with: the meat-rich diet 
of the Germans requires bigger meat and 
fish compartments; the vegetable-loving Ital-
ians want separate storage space; and feuds 
between omnivores and vegetarians in Indi-
an families can be appeased with internal 
seals to stop smells mingling. 

Cuisine differences aren’t the only factors: 
level of income and development play a role 

Global cooling

Close-up

too. For example, the difference in average 
incomes between an American and an Indi-
an family is reflected in the latter’s preference 
for smaller, simpler, and cheaper fridges. 
Similarly, electricity supply is much less reli-
able in some developing countries: the Chi-
nese like a fridge with an automatic reset 
function that kicks in after a power cut. Or, 
better yet, a very sustainable electricity-free 
fridge that uses solar power and evaporation 
will be providing a much-needed low-cost 
basic solution in poorer countries, where 
many cannot afford and cannot access reli-
able electricity supplies.

Practicality aside, some companies have been 
having fun turning the fridge from unexcit-
ing appliance to statement of luxury. A 
Swedish manufacturer has substituted the 
classic American fridge feature, the water 
dispenser, with a beer dispenser. Others have 
addressed the western morning-coffee-drink-
ing culture by incorporating a coffeemaker, 
instantly ousting the kettle from the kitchen. 
And to serve the internet-fanatic, some allow 
you to check your e-mails on the computer 
in your fridge door. 

FactBox

“Cool” inventors
  Oliver Evans is generally thought of as the in-
ventor of the modern refrigerator. But, though 
he did design the first refrigeration machine in 
1805 to run on vapor and not liquid, as modern 
fridges do, he never built a prototype. Jacob 
Perkins extended on his work when in 1834 he 
made in-home refrigeration a reality with the 
invention of the cooling compression system  

  Japanese inventors are pushing the boundaries 
of household domestics with their transparent 
fridges allowing you to visualize all your grocer-
ies. Their double-door fridges, on the other 
hand, let you get to your food from any angle 

  Emily Cummins was named one of the “Wom-
en of the year” 2007 thanks to her sustainable 
fridge invention inspired during her time in Na-
mibia. It uses solar power to keep medicine and 
other small items cool

Luxury: this model combines a sophisticated fridge 
with a state-of-the-art coffee-making system. 

Classic: western refrigerators reflect cultural differences 
such as larger vegetable compartments for Italians.

Low tech: the so-called Mitticool refrigerator from 
India is made from a special clay. Water keeps it cool.
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”FREE ACCESS TO ALL 
HUMAN KNOWLEDGE.
SOME CALLED IT 
IMPOSSIBLE, I CALLED IT 
WIKIPEDIA.”
Jimmy Wales, Founder of Wikipedia

In 2003, Jimmy Wales stayed true to his beliefs by
turning Wikipedia into a non-profi t foundation. 
At Maurice Lacroix, we create our unique 
movements and award-winning designs by hand – 
because, like Jimmy, we too follow our convictions.

For more information visit www.MauriceLacroix.com

Masterpiece Squelette

FOLLOW 
YOUR
CONVICTIONS


