18

Staii

VITALLINK

Logistics giant DKSH is willing to be patient to

crack the mainland market. Mandy Lo reports

o

WITZERLAND-BASED DKSH GROUP,

a provider of marketing, logistics and

distribution services, sees a huge room to

expand in Chinaas more foreign firmsline
up to get a foothold in the world’s second largest
economy.

“Companies need a guide to develop their
business plans — how to enter the market, how to
bring their products to the market, how to market
andsell and provide after-sales service,” said chief
executive Joerg Wolle.

“We call it market expansion services. We offer
our customersawhole set of tailor-made packages
of service toenter into new markets—China, Hong
Kongand Taiwan—which foreign companies see as
markets with a high entry barrier,” Wolle added.

It is all about market entry, said Wolle, who
is currently on his second stint in Hong Kong.
“This means establishing your product and
outsourcing, marketing, sales, distribution and
money collection.”

Between 1991 to 1994, Wolle was a sales
and marketing director at SiberHegner Co — the
predecessor of DKSH.

SiberHegner then merged with Diethelm Keller
Services Asia in 2002, forming DKSH Group
— Switzerland’s largest trading company.

Two kinds of companies seek DKSH’s
expertise, Wolle said.

The first are the small-and-medium-sized
enterprises which have innovative and interesting
products, but lack the human and financial
resources to open and manage offices all around
Asia.

“We have been marketing, selling and
introducing products of Fisherman’s Friend
from the UK for the past 25 years in Hong Kong;

Ricola for 35 years and chocolates from Lindt und
Spradigli for 54 years.”

Thesecondtypeareclientsthatare multinational
companies. To save costs they choose to outsource
all non-core operations such as sales, promotion
and logistics, he said.

Kraft, aglobal name in food products, relies on
DKSH to register their products, import, market,
and carry outsales and distribution toretailersand
restaurants.

“You need to know the rules of the game. But
many newcomers underestimate the importance
of understanding the rules,” Wolle said.

“Hong Kong is a very free place to trade and
easy toenter, buttoenter the mainland and Taiwan..
is much more difficult.”

To tap into a new market, the company first
needs to identify what kind of products to sell.
Then, they have to know all the relevant local rules
and register their products, Wolle said.

“Once you have the products registered, you
need to know your customers’ behavior—what they
need and how much they are prepared to pay.”

DKSH’s business units comprise consumer
goods, luxury and lifestyle, health care,
performance enhancing products materials and
technology.

Most companies still view China as a supply
source to the rest of the world, selling garments,
toys and electronic products.

DKSH disagrees and has already started to go
against the flow, Wolle said.

“While people are thinking about what comes
outof Chinato the world, we are already supplying
technology, know how and knowledge to China,

plus catering to its growing appetite for luxury
consumer goods,” he said.

“We are going the other way. We have been
bringing products from Europe and the UK
to China for many years. We enable Chinese
production facilities to compete with the West, by
supplying machine tools, foundry machinery and
scientific instruments.”
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The firm has been a supplier for many years
to the mainland’s burgeoning car, aircraft and
machine tool industries.

Imports to China jumped 29.60 percent to
US$545 billion (HK$4.25 trillion) in the first
four months of this year from a year back with
5.35 percent or US$29.16 billion coming from
Germany, accordingtothe General Administration
of Custom in China.

Imports from Japan, the largest importer to
China, soared 20.1 percent to US$63.85 billion
accounting for 11.7 percent of the total import.

But everything was not hunky dory.

Surging wages and shorter tax holidays
prompted 500 German technology firmsto retreat
from the mainland during the global financial
crisis, he said.

‘ ‘ In China there is still
alongwaytogo...so
there is a huge room to
expand. We are hungry to

expand , ,
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Joerg Wolle says com-
panies must know the
rules of the game before
they can even con-
template entering any
market.

“They found the cost of production in China
was actually higher than in their home country,”
said Wolle, who also sits on the board of the
German Asia-Pacific Business Association.

DKSH also helps to market several luxury
brands in Asia, including Bally shoes and
Montblanc pens.

“Chocolate is another luxury product [much
sought after] amid rising income levels.”

As a result of strong consumption growth,
DKSH was able to double its profits inthe mainland
over the past four years.

“We have about 3,400 employees in Greater
China, one-third each in Hong Kong, Taiwan
and the mainland. The value of total sales in the
mainland was about US$2 billion.”

Worldwide, the firm employs 20,500 people.

DKSH isthe largest distributor in the customer
goodsand pharmaceutical product sectorsin Hong
Kong.

“Butin Chinathere is still along way to go, so
there is ahuge room for expansion. We are hungry
to expand,” Wolle said.

To expand its marketshare in the region, the
firm faces two competitors — IDS, a unit of Li &
Fung (0494) and Switzerland-based Zuellig. But
Wolle insists, the firm’s long track record in Asia
will prove to be a winner.

Whileanother Swiss giant—Glencore—recently
listed in Hong Kong to boost its China presence,
DKSH is unlikely to follow suit.

“We tapped the capital market three years back
and there are no immediate plans to list,” Wolle
said.

Its Malaysian unit listed on the Kuala Lumpur
Stock Exchange in 1994.

The 150-year-old DKSH isbased in Zurichand
hadarecord yearin 2010 as operating profitsoared
51.2 percent to an all-time-high of 195 million
Swiss franc (HK$1.8 billion). Net sales jumped
14.8 percent to 7.3 billion Swiss franc, while total
sales rose 19 percent to 10 billion swiss franc.
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