Successful Penetration of Emerging Markets

Abstract

Title: Successful Penetration of Emerging Markets
- Finding Business Opportunities for High Profitelustrial
Products

Authors: Henrik Flodén, Maria Landgren

Tutors: Carl-Johan Asplund, Department of Industrial Mamaget
and Logistics, Faculty of Engineering, Lund Univirs

Claes Ericsson, Manager Equipment Fluids & UtilAjfa
Laval Lund AB

Problem: Equipment Fluids & Utility (EFU) is one of nine segnts
within Alfa Laval. The segment has experienced iahit
problems with sales volumes on the emerging markettar
entered, even though there is a seemingly largengiat. No
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problem was to investigate what areas are affectmg
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continuous favourable development.

Purpose:  Our purpose is divided in two parts:

* Understand and investigate the business of AlfaalLand
EFU to be able to identify areas of improvemenardmg
the sales process in Vietham. It also includes ldeigg
recommendations and actions for every defined aida
the aim to generate a more efficient procedureind f
business opportunities in an emerging market.

* Develop a conceptual framework that will contribuii¢h a
structured approach for problem solving in emerging
markets when selling industrial products. The aiirthe
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Method:  An abductive research is made based on qualitathdepth
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1 Introduction

This chapter holds information about the backgroamdl purpose of this
thesis. The background aims at giving the readereaplanation of the
actual reasons to perform the study at this monretitne and the purpose
educates the reader as to why we have chosen dnigyar subject and
what are the desired deliverables. Furthermore, ttteapter contains
information about what subjects are not discussethe thesis and thus a
reader looking for information on these particukubjects can rule out this
thesis as interesting for his or her continuous kvaChapter 1 is rounded
off with a document outline in which the structofehe thesis is discussed
and explained.

1.1 Background

1.1.1 The Economic Growth of Vietnam

Vietnam is in constant development, and in recexdry the country has
experienced an economic growth rapid enough toeleaost countries
behind. The last few years Vietham has had a constanomic growth of
8% per year. This has lead to an increase in eXpdrtalso to a rapidly
growing domestic market. There is some trade betwBeieden and
Vietnam, but it is somewhat limited. The Swedishade Council

summarizes the situation as follows: (Swedish Ti@dencil, 080709)

* “The fast development of Vietham has created areasing interest
for the country as a trade partner. A lot of comigan are
establishing and the investments continue to imfendMany
countries have strengthened their trade-promotingspnce and
adjusted political priorities through bilateral diagues.”

* “Sweden has a good reputation in Vietham as a tesfuh long-term
commitment and this is beneficial for Swedish cargs The
bilateral trade between Sweden and Vietnam is grgwiut must
still be viewed as quite limited. The potential fmore Swedish
companies establishing in Vietham is great withievesal
industries.”



* “Telecom, energy and machines for mining amongrothi@gs still
are the strongest Swedish industries. Several Sivedimpanies are
starting to show strong results within the heal#tcter and fast
moving consumer goods industry. A number of Swexistpanies,
among them IKEA currently have production site¥igtnam.”

This is one of the reasons behind our interestigtidam and the business
opportunities in the country. To be where the acigand to contribute to a
process in development was one of the goals wewbken we started
searching for master’s thesis subjects. We canoemtact with our tutor at
Alfa Laval, Claes Ericsson, Manager of the FluiddJ&lity segment that
currently is establishing on the Vietnam market. iaized that there were
synergies to be found in us cooperating.

The other reason for our interest in Vietnam isititeresting history which

gives a cultural dimension to our thesis. Compaoeather export countries,
information and material regarding Vietnam todagcearce and the number
of studies conducted is largely inferior to the ®iheing conducted on, for
example, China or India. The market of Viethamt pss the country itself,

is for certain smaller but is showing a tremendpogential of being an

interesting player in the near future (Swedish &r@duncil, 080709).

1.1.2 Concerns Regarding Emerging Markets

Emerging markets show trends and processes thatr dbm traditional
industrial markets leading to the need for a déferapproach in sales.
Historically, Equipment Fluids & Utility has experienced difficulties in
developing sales in a positive way in emerging ratxk Partly, this is
explained by the fact that EFU, being a small segmesually has to share
sales persons with other segments in the initeesbf an emerging market
entry. This means that the sales person is expéutgait the sales time and
effort between different segments that, accordmghe customer oriented
segmentation of Alfa Laval, targets different cusérs and also sometimes
focuses on different products. However, the lackimie and sometimes
interest is not the entire truth behind this issunee the problems persevere
even after a designated EFU sales person is entpldyales in some
countries have experienced apparent improvemetaistak change of sales
persons, something that implies that the probledegendent on what kind
of person is hired. This entails there are cefi@des and actions that boost

! Henceforth referred to as EFU
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sales and these trades and actions come naturthlese sales persons.
(Ericsson, 080605)

There is no clear plan of action for starting ufesan the Fluids & Utility

segment in emerging markets. Something that is lgoager since the
segment has a growth strategy, especially in emgngiarkets. Most often,
the sales persons hired in emerging markets aragyand inexperienced
but have a solid academic education. This meansl#io& experience and,
in addition, the academic background is most oftdachnical one leaving
them uneducated in the trade of sales and oth@&oeto aspects. However,
the academic background probably means they woealdsuxcessful in
following a plan of action pointing out importarteps to get a hold of the
market. It is also likely to believe they would Beccessful in doing
analyses of the market seeing they have an acadsmunkground. Though,
to do these analyses they are in need of somermgredéEricsson, 080605)

1.1.3 Precedent Research

A lot of research is done regarding emerging marlebund the world.
Many of those studies have chosen to specializia@®@mBRIC-countries and
it is quite rare to find studies focused on anyhef other emerging markets,
including Vietnam. The existing studies mostly goout either cultural
differences or strategies, and very few have domsearch about the whole
process including both areas. The majority of recessearches about
Vietnam concern the political, social or economgélation in the country,
and few studies are made about how to find businopgsrtunities. Many
articles and theses are produced regarding theidedb enter an emerging
market or not, but the next step to find businggsoatunities and penetrate
the market is not closely investigated.

1.1.4 Target Group

The target group of this thesis is fellow studemtsa higher academic level,
and the central management as well as the salasisagions of Alfa Laval.
Furthermore, this thesis is useful for other indaktompanies focusing on
business to business in emerging markets.



1.2 Assignment

The assignment of this master’s thesis is baseth®mequest and need of
the Equipment Fluids & Utility segment within Allaaval Corporate AB.
The assignment is as follows:

“The objective of this master’s thesis is to idgntireas of improvement
regarding an efficient penetration of emerging neskbased on the case
study of the Vietham market. Furthermore, the thebill develop a plan

on how to address these problem areas and genierglihe results to fit

with all emerging market in the interest of theiBitu& Utility segment.”

However, this assignment is not appropriate foaeademic thesis as it is
too specific, targeting only the segment of EFUhwitAlfa Laval. Thus, a
more generalized purpose and problem formulatiostrba formed. Before
this can be done, one must understand what it isplEeent Fluids & Utility
does and what the segment wants to achieve witthdses.

EFU sells plate heat exchangers and centrifugalaraggs to the

subcontractor industry of three different indusiehydraulics and
pneumatics, metalworking and general utilities. Tgeneral utilities

industry means all industries not embodied by dny® other segments. In
this thesis, the industries targeted by EFU in aega aspect will be in
focus. Moreover, EFU can be compared to an argitratustrial company
leading to the possibility to generalize our figento apply in a generic
context.

EFU has experienced initial problems with saleunws in the emerging
markets entered so far, even though there is segyrierge potential. No

clear reasons for this concern have been identdredi the management of
EFU wants a fast solution to the problem. Vietnamai newly entered

market showing an interesting development, andffiér® an excellent

opportunity for an explorative field study.

The emerging market of Vietnam has, undeniablyividdal characteristics
separating it from other emerging markets. Howethatre are also a lot of
similarities and the conclusions drawn from thetden market are likely
to fit also on other emerging markets. Consequetityy main assignment of
this thesis is defined as finding answers to thieieng questions:
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“What are the areas affecting an efficient penatmatof emerging markets
for industrial companies? How should those areasith@ressed to ensure a
continuous favourable development?”

1.3 Purpose

Our purpose is divided in two parts. The first padncern business
improvements for Alfa Laval and EFU in Vietham, ahe second part is a
more generic contribution to fit all emerging maskelhe two purposes are
presented below:

e Understand and investigate the business of AlfeaLand EFU and
identify areas of improvement regarding the saleéscgss in
Vietnam. It also includes developing recommendatiand actions
for every defined area with the aim to generate aenefficient
procedure to find business opportunities on an gimgmarket.

 Develop a conceptual framework that will contributgth a
structured approach for problem solving in emergimaykets when
selling industrial products. The aim of the framekves to create
awareness of what areas of improvement are mosbriand and
give guidelines of how to work with these improvense

1.4 Delimitations

Within the scope of this thesis we will not looktanthe problem of
establishing a company on an emerging market. ggeats regarding how
to enter and when and why will be delimited. Owu® has been to study a
case where the decision to enter has already bade and where the focus
Is on penetrating the market in an efficient wapwsver, in chapter 4 the
reader will find some theories touching these aréass is because these
areas should not be discarded after market entitypdred constant attention
to obtain a strong market position.

The presumptions on the Vietham market will be teepvestigated and
presented, but no analysis of why the situatiolkes it is will been done.
Based on the gathered information in Vietnam, revemdations for an
efficient startup in an emerging market will be deped, but these actions
will not be executed within this study.



In this thesis, because of efficiency as well asetirestraints, the specific
customers of EFU will not be analyzed to any furtbetent than what is
necessary to create an understanding of the bgsamesactions of the EFU
segment. This because the specific customers doflyidiffer a lot between
different countries and thus, a deep dive intogpecific customers of one
country would be impossible to generalize. Forghme reason, this thesis
will not focus on the competition of neither Alfaatal nor EFU. However,
some background knowledge is given to the readbetable to understand
why EFU act as it does in competitive situations.

1.5 Document Outline

This section describes the content of the diffeodatpters in this thesis and
thus is complementary to the table of content. Tinesis is basically
structured according to an abductive approach wisidhrther described in
chapter 2. The general outline is as follows:

Chapter 1 — Introduction

Gives the reader an understanding of the backgrotimel purpose and the
delimitations.

The first chapter explains why the thesis is beinigten at this point in time,
and also what is aimed to accomplish with the thesi

Chapter 2 — Approach & Working Methods

Presents the choice of general method and apprtasblve the problem.
The way in which the work with the thesis is congdcs presented and the
guality and validity is discussed.

Chapter 3 — Alfa Laval and Equipment Fluids & Uyili

The background of the company is presented.

Describes Alfa Laval generally and the Equipmenidd & Utility segment
specifically.

Chapter 4 — Theoretical Framework

The theories used to analyze the problem are pteden

A number of theories necessary to successfullyyaeathe problem are
presented and discussed.
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Chapter 5 — The Current Situation

The situation in Vietnam as well as in other emmeggnarkets is discussed.
The prevailing situation in nine different emergimgarkets is firstly
discussed after which the chapter presents thereegth a detailed view of
the situation in Vietnam.

Chapter 6 — Areas of Improvement & Generalization

The analysis of the problem is presented togethtr avgeneralization of

the findings.

The different aspects of the assignment are adetfeaad analyzed. The
findings are summarized, and after this the findiage generalized to fit not
only with the market of Vietham but also with ather emerging markets
targeted by EFU.

Chapter 7 — Recommendations

Presents the reader with the recommendations ontbadwandle the issues
identified in the previous chapter.

The issues identified in chapter 6 are addressddsaggestions on how to
overcome the issues are presented.

Chapter 8 — Conclusions

Final conclusion is given together with contributgoto the theoretical
landscape.

Contributions to both the academia and Alfa Laval@esented and the
reader is also given a final discussion and prdpdeafurther studies.
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2 Approach & Working Methods

This chapter illuminates what approach we used aotdg this thesis and
it contains an explanation of the working processdur study. Moreover,
we discuss the quality and possible shortages &nmdately the mode of
procedure in which we treated our empirical finding

2.1 Choice of General Method

This is an empirical thesis where the knowledgeaised on observations of
authentic situations. The aim of an empirical thasito relate reality to
chosen theory by using a certain mode of operatfeatel, 2003, p. 23)

Our work is based on an abductive approach, whiehns that the work
will be conducted in two steps. The first stepnductive which means to
find hypothetical patterns that explain a case @ah create a theoretical
deep structure based on those patterns. Subsegttasattheory is tested on
new cases that lead towards a developed theorypétaimes more generic.
This is called a deductive approach. By using thithod, the work is

conducted methodically and systematically and #seailts will improve as

research progresses. (Patel, 2003, p. 25ff) Thecolgf the case study in
this thesis will be the Vietnam market, and thaliings from this certain

case will result in a more generic methodology uisér any emerging

market.

The abductive process can be illustrated as inrdigu



Sales Companies

Case Vietham II\I
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Findings

Figure 1 The abductive approach used in the thesis

In general, case studies are the preferred stratdgy “how” and “why”
questions are being posed and when the focus i a@ontemporary
phenomenon within a number of real-life situatiooger which the
investigator has little or no control. The centealdency among all types of
case studies is that it tries to illuminate a deai®r set of decisions, why
they were taken, how they were implemented, anti witat result. (Yin,
2003, p. 12)

The strength of a case study is its ability to dedah a full variety of

evidence, such as documents, interviews and oligmrsa(Yin, 2003, p. 5)
In order to describe, understand and analyse thgduin this case study,
information has been gathered by in-depth intergiend literature studies.

A Dbasic choice in research is the distinction betweuantitative and
qualitative data. Using a quantitative data coitectimplicates the use of
numbers and statistics to describe what existss Thuld be very useful
when working with data that will be countered, stbrand manipulated.
However, the method shows limitations regardingahiéity of bringing out

nuances and vivid descriptions. Hence, we have ethde work with

qualitative data which rely on words and adjectithet convey what exists.

10
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By using this method, it is possible to identifytalls and take into account
personal expressions and spontaneous thoughtgtiemterviewees. (Gray
et al, 2007, p. 42)

2.2 Working Process

Patel (2003, p. 39) describes the research prazess number of steps
structured in a logical order. For many differegéisons it is hard to strictly

follow this line of action in reality. The stepsearot precisely delimited and
many sequences overlap each other or are maddepdiaing the process.

Another reason is that the investigators’ knowledgeelops as the research
progresses which contribute with new experiencerawd approach angles
to the work which may lead to revisions of precadteps.

When working with inductive or qualitative invesdigons, a too detailed
literature search in advance may prevent new eapéors and findings. The
authors have modified Patel’s framework (2003, ®. té fit this particular
research and developed a work procedure descridedvb(Patel, 2003, p.

40ff)

The first steps describe how to decwdeat to investigate

1. Obtain knowledge about the subject

As the authors were not very familiar with eith@e tcompany and the
products or the Vietnam market, the first step am®d gathering

information and learning as much as possible abwitsubject areas. This
step included activities such as reading annualbrtepand internal

documents, talking to colleagues and reading abwtcountry situation.

This step also included to find out what studiesengready done within
this field and what areas were suitable to chooséufther investigations.

2. ldentify the problem area and formulate the purpose

During several meetings with the tutors at Alfa &kend Lund University
the assignment was deeply interpreted to ensutehtbamain stakeholders
agreed about the problem area, purpose and timefr&ased on the
authors’ skills and resources, the magnitude ofpifegect was determined
and a timeline was developed. An important patha work was to define
the task so that the result would contribute baith scientific knowledge to
the academy and practical use for the businessament. When problems
related to the assignment were identified, a pgreaiion was made and

11



problems not relevant for the thesis were exclutteteafter, the first draft
of the purpose was formulated. This purpose hasggthand ameliorated
during the process, but the essence has neverathdiregn having an open
formulation to encourage new aspects and ideathé&research. This is in
line of Patel's idea of an explorative and quak&approach.

3. Literature search

The literature search was done as an explorativestigation with the
objective to find as much information as possibiettoe topic. The aim was
to widen the authors’ knowledge regarding the sutlbgad, thereafter, do a
selective choice of the most relevant articles lamoks that will be the basis
for further studies. This was a suitable methodhasauthors’ knowledge
about finding business opportunities in an emergnagket was limited. An
explorative research facilitated the illuminatioh the most important
aspects of the issue. This stage was time-consububgery relevant for
the consecutive steps. The search continued aetptoject was completely
closed. The more knowledge about the subject tlseered was to find
relevant information. A systematical listing of e¢levant literature by title,
author, year of publication and a short summarngasily be able to find and
choose between them afterwards were made and thesyalso grouped by
different subject areas. Before the case study dea® in Vietham more
general literature was used and first after theieospwas gathered a deep
literature study was made and the major theorigs wleosen.

The following steps descril®w to investigate.

4. Choice of general method

In addition to the working process described inptla 2.1, this step
contains the development of a methodological frame. elucidate the
layout of this thesis and make it easy to read tmdunderstand the
arguments, the authors created an analytical frarepresented in figure 2.
This framework has formed the disposition of thesth and was made to
make it easier for the reader to follow the outlaighe text. The two areas
Target Market and Sales Approach were definedasibst important areas
of interest and the research should be done wilimsfields. In addition, the
cultural context was defined as a third part toetakto consideration.
Cultural differences is an inevitable and importaspect but very hard to
affect. When studying an emerging market, it is omg@nt to take into
account and be aware of the cultural context iroantry and understand
how to deal with it in the best way. It affects the highest degree, the way
to develop strategies and act on the market. Thectke was to identify

12
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interesting aspects within these areas and finchout to develop valuable

improvements.
Target
Market
Cultural Context
Sales
Approach

Figure 2 Methodological framework version 1

As the research progressed, the authors realiz¢attitude and mindset of
the management was of greater importance thampnalry assumed for a

successful result in an emerging market. Thereforeas needed to add one
dimension of the study and consequently, the firsmmhework has the form

as in figure 3 below.

Target
Market
Managing Cultural Context Managing
& Leading & Leading
Sales
Approach

Figure 3 Methodological framework final version
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Throughout this thesis, the model will work as anfework to clarify the
outline of the text and some chapters are evenddmwith a similar setup.

5. Choice of data collection

Mainly, primary and secondary sources have been tseproduce this

thesis. Primary sources are the raw material thatksv as empirical

information that will be the subject for investigat. Secondary sources
contains the material that is used to get a bettelerstanding of the topic
and to be able to do a valid interpretation. (Rekee & Jargensen, 2002, p.
136)

a. Primary data

Basic knowledge was obtained by studying documants articles on the
internal company database called ALround. The n@ra provides

information about the company organization, thedpots, and the global
working mode. The most important empirical inputswallected through
in-depth interviews with different actors both mhsiand outside the Alfa
Laval organization. During the first weeks of thejpct, several initial

interviews were made with people within EFU in Lusaagld Tumba. These
meetings aimed to give the authors a deeper uraelisig of the segment
and the business of EFU. The employees also gaththece to contribute
with their thoughts about the subject in this thesi

Before going to Vietnam, telephone interviews werade with nine Alfa
Laval sales companies in emerging markets arouadwvrid. Those nine
countries were chosen to cover different continemd different cultures
among the emerging markets. Including Vietnam, shuely comprised 10
sales companies in total which we thought wereigafft in order to make
sound generalizations, but also as few that theysitas capable to be done
within the timeframe and with our available res@sicThese interviews
gave the authors a preliminary insight of how therkMs conducted in the
sales companies today and moreover, an indicatiomhat has been the
problems in emerging markets in the past. The figsliof these interviews
together with all collected data, were the base nwideveloping an
appropriate questionnaire for the case study ofridi®. The results of these
interviews are presented in chapter 5.1.

In Vietnam, several interviews were conducted wdiffierent actors in the

country. Main focus was employees within Alfa Lavhut we also had
meetings with SKF, Swedish Trade Council and Nor@lamber of

14
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Commerce. The reason to meet other organisatioegonavestigate if they
had the same ideas and opinions as the peopldaatL&lal.

The final data collection was made in the end efrisearch by follow-up
interviews with the AL sales companies interrogaitedhe beginning. A
guestionnaire was sent out by email containingestahts about all the
identified findings from Vietnam. The respondents the chance to choose
between three options, either “I agree completélyagree to some extent”
or “I do not agree at all”. After every statementapen question was posed
to allow the respondent to make a comment and azguabout his choice.
Hereby, the authors gathered enough data to betalulevelop guidelines
from the case study of Viethnam concerning all enmgrgnarkets.

Interviews

Interviews have been the most important sourcenédrmation in this
research. In a case study, the interviews shoulgeapto be guided
conversations rather than structured inquiriesthadjuestions are desirably
fluid rather than rigid. (Yin, 2003 p. 89)

Every meeting started with a short presentatiorthef authors and the
project to give the interviewees an insight of fwpose of the interview
before getting started. In order to prepare theaedents in the best way,
the questionnaires were either handed out in advarcshown on a
computer during the interview. In this way, we aesuthat the questions
were clear and that the respondents understood camtd focus on

formulating their responses. One of the authors reaponsible of asking
the questions and the other one focused on obgeavid taking notes. After
every interview, the notes were read through amtected by both persons.
The structured questionnaires had open questiobg t@ble to explore the
interviewees mind and ideas unbiased. To avoid ritipg too much on

personal opinion from each respondent, the gathémémrmation was

corroborated by other source of evidence such w@salure or other
respondents. (Yin, 2003, p.90)

The respondents in this study were chosen forréiffiereasons. Within Alfa
Laval, the aim was to interview both a managerasédles person to be able
to get a wide insight about how the sales work e@awlucted. The Swedish
organisations were chosen as they, having a Swaoisbon living in
Vietnam and working with both Swedish and Vietnaenesmpanies, hold a
great understanding about the business climatecaltdral differences in
the country. Finally, SKF was chosen since theyehawsimilar profile as
Alfa Laval but already have a well developed dmttor network. There is

15



much to learn from experienced people that knoves ghfalls but also
knows how to succeed. A complete list of interviesean be found in the
reference list at the back of the thesis.

b. Secondary data

Secondary data have been gathered from many diffeseurces. For
Internet material, the search engine Google wasd umed in Lund
University's database electronic documents wasdaatnELIN, and books,
reviews and journals at Lovisa. The tutor, CarlaloiAsplund, from the
University has also provided useful articles andHKso concerning the
subject of this thesis.

6. Analysing data

It is time-consuming to analyse qualitative datspeeially when working
with interviews that produce a very large amounteodt material. (Patel,
2003, p. 119) Many of the interviews have been thagse the same
questionnaire and hence, the work to summarize résponses was
facilitated. The work to sum up all information koa very long time, but
during this process the authors got time for réitbes and personal thoughts
about the subject. During the data collection dminitial analysis, many
ideas concerning the problem area came up in the=) minds. It is of
importance for the final analysis to document theeights and reflections
to be able to take advantage of them in a lateyestahis was made by a
joint document where all ideas were written down. dontrary to a
quantitative approach, analyses in a qualitativee cgtudy should be done
constantly as the research progresses. The adeantalga continuous
analysis are many. For example, new and unexpeaafednation may
come up and enrich the research. If it is realizbdt a respondent
misunderstood the questions this problem coulddpested in an early stage.
Another aspect is that the quality of the analyslsbe better if the authors
have the results of the interview fresh in mind whealysing. (Patel, 2003,
p. 119)

The initial analysis was made along the way aner avery interview ideas
were pointed out in the upcoming analysis chaptdnen doing the main
analysis, all material was printed out and readuph several times.
Interesting aspects were taken up and discussegaatlels were drawn to
the theories to ensure that the discussions weli@enwith the theoretical
framework.
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7. Findings, generalizations and contribution to the heoretical
landscape

Of all the interesting aspects that came up in dhalysis, the most
important areas of improvement needed to be choBea.selection was
based on several factors beginning with the authmessonal judgement.
With all gathered knowledge and experience alomgpioject the choice
was easy and clear. The decision was made by éwvajuaossibility and
relevance for the final conclusions in this thesisng with the perceived
importance and frequency during the conducted vigess. Issues that was
difficult to affect or too small to make any difesrce in a large scale, have
been delimited. The findings were grouped based tlo developed
methodological framework in figure 3. By followintlis structure, the
authors facilitated for the reader to follow thelime.

At the end of the thesis, recommendations have lggen and the key
contributions presented. This last chapter wastaewritwith the aim to

present the outcome of the thesis, both regardiedheoretical context and
adjustments to work out as a generic applicatiogfuldor actors outside
EFU and Alfa Laval.

2.3 Quality and Validity

When collecting qualitative information, the amdbiti is to explore
phenomenon, interpret and understand differentatstins and describe
opinions and mindset in a trustworthy way. Themefoalidity in this case
relates not only to the data collection but alsth®entire research process.
Reliability also has a different meaning in qudit@ research. When a
guantitative study apprehends that it means lovabiity if a respondent
answer a question in different ways when asked ntiamgs, this is not the
case in a gqualitative study. If the questions sedcd® capture the unique
situation, and this appears as various respornsissbetter than getting the
exact same answer. The respondent may have chamgyed her mind, got
recent insights or learnt something new, whichat tase only enriched the
study. Hence, reliability and validity in qualiteéi research are very closely
interlaced and many times only referred to as uglido also in this thesis
from now on. (Patel, 2003, p. 103ff) Qualitativedies characterize large
variations and it is hard to find obvious rules gndcedures or criteria to
achieve good quality. As every research is unidgues important for the
validity to accurately describe every part of thhegess from origin of the
problem to the final results. (Patel, 2003, p.1U&)idity can be related to
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how the authors manage to apply and use their ledg® to gather relevant
information and material along the process or hber authors deal with
ambiguity and contradiction when doing intervie{Batel, 2003, p. 103)
By using triangulation during the data collectiaffedent sources are highly
validated. Triangulation means to use differentrses of evidence to
support a fact and the strength is that a multipleasure of the same
phenomenon is made. (Yin, 2003, p. 99)

When taking notes during interviews and elucidatingm afterwards, a
more or less aware influence of the data is inblataThere is a difference
between spoken language and written language arsturgs, facial
expressions and accentuations fade away. It isrgpiofor the validity to
be aware of and reflect over this aspect when hagpdahformation. (Patel,
2003, p. 103ff) By always having one person resipbmdor taking notes
and directly afterwards structure the informatibis problem was prevented.

2.4 Critical Evaluation of Chosen Method

It is important to work systematically and not alldbiased views to
influence the direction of the findings and conaas when working with
case studies. These actions are important in @aodavoid lack of rigor in
the empirical material. Furthermore, it is vital be careful when doing
scientific generalization from a single case. Weidwhis by using the
abductive approach described above in chapter 2.1.

Critics claim that case studies take too long tiamel result in massive
documents. By developing well organized questiamsaand by putting the
documents in order as the project goes along, we had an efficient and

structured mode of operation. (Yin, 2003, p. 10)a&tive choice was made
to not use a recorder during the interviews siice sometimes makes the
respondent uncomfortable and reduces the spongatit the other hand,

recording generates a material that exactly reldtesreality without any

influence from the authors. (Patel, 2003, p. 83)

The language skills of the respondents were safiicbut not excellent. In
some situations, the authors apprehended thatrigksk level limited the
respondent to develop their answer or explain tteughts completely.
This lowered the quality of the material. Howeuay, asking the questions
many times and discuss the answers deeply, thergutielieve that the
problem was minimized. A solution could have beeruse an interpreter
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during the interviews but a decision was made ithatas not necessary.
Partly, because it was hard to find a suitablerpnteger and partly because
the authors believed that the respondent would @eelomfortable with
having a stranger listening to the interviews rdgey their business and
working manner. This would generate the same nagatffects as if using a
recorder.

During telephone interviews, the personal relatietween the interviewer
and the respondent is not as deep as a face-torfi@reiew. Unfortunately,

it is hard to apprehend feelings and attitudes whanseeing a person’s
expressions and reactions. (Patel, 2003, p.71)néerviews were to be
made with several sales companies far away, theedid not have any
choice but to make the interviews by telephones&yding out an email in
advance, containing the questionnaire and a sha@$eptation of the
purpose, confidence was built up and the gainghierlocal company were
transmitted. This action motivated the respondémttake their time and
participate with enthusiasm since they would alsars the results of the
study. By doing this, negative effects of condugtielephone interviews
were minimized.

Generalization is hard to validate when doing ditpiave research. On the
other hand, the research can lead to an understamdithe phenomenon
and which variations this phenomenon shows in @iffe contexts. A

generalization may then be done in other simil&masions or contexts.

(Patel, 2003, p.106) Having this in consideratite, authors believe that a
generalization may be possible in this case.
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3 Alfa Laval and Equipment Fluids & Utility

This chapter presents the reader with the backgdoknowledge of Alfa
Laval necessary to understand the scope of thmgh&he chapter aims at
giving the reader an understanding of the histanganization and business
of Alfa Laval in general and Equipment Fluids & li$i in particular. The
first part focuses on Alfa Laval Corporate, andelabn in the chapter we
describe the segment Equipment Fluids & Utilityo@d the reader be well
acquainted with the company Alfa Laval and the sedr&FU, this chapter
may well be browsed through briefly.

3.1 Company History

Alfa Laval was founded in 1883 by Gustaf de Lavad &scar Lamm under
the name AB Separator carrying only one produdheproduct portfolio.
The product was a centrifugal separator developethe dairy industry. In
the very same year, the De Laval Cream Separatom@e formed in the
U.S. starting off the international focus of Alfaaval still very present.
From the year of 1919 until 1936, the company farnseibsidiaries in
Denmark, South Africa, Finland, Australia, New 2z, Poland,
Yugoslavia and Ireland building the foundation ofyl@bal presence. In
1963, the name is changed from AB Separator to-ldfeal AB. In 1991,
Alfa Laval is acquired by Tetra Pak to be soldtoffndustri Kapital in 2000.
In 2002, Alfa Laval is introduced in the Swedistoé Exchange to be
traded as a public company. The two most recendisitigns of Alfa Laval
are the Dutch company Helpman and the Finnish casnpancoil. Both
companies are successful in the development diest exchangers. (Alfa
Laval, 080618)

3.2 Alfa Laval — Company Overview

Alfa Laval helps customers in three different arghbally; heat transfer,
separation and fluid handling. In 2007, revenuesewsmmprised of 57%
from heat transfer, 22% from separation and 11%ffluid handling. All

of the three areas of Alfa Laval's business areital importance for all
industrial processes. The company enjoys a glolzaket share of 30% in
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the plate heat exchanger market, 25-30% in separatad decanters and
10% of the fluid handling market. (Alfa Laval, 08(#%)

The activities of the company can be described rdaog to the following
quote (Internal material):

“Alfa Laval is a leading global provider of specatd products and
engineered solutions.”

The above mentioned specialized products and emgidesolutions are
captured by the following quote (Internal material)

“We help customers to heat, cool, separate andgpant products such as
oil, water, chemicals, beverages, foodstuff, stameti pharmaceuticals.”

The business of Alfa Laval is mainly focused witliive different areas:
Food Supplies, Energy, Life Science, Environmemsegovation and Water
Supplies, and these five areas in their turn, togeexist in many different
industries. The industries, in which Alfa Laval'sstomer can be found, are
shown in figure 4. (Internal material)

Beverage QOil and gas
Biochemical Pharmaceutical
Brewery Power generation
Chemical Refrigeration
Engineering Steelworks
Fish/meat processing Starch
Food processing Sugar
Heating and ventilation Vegetable oil
Marine Water/waste
Mining water treatment

Figure 4 The customers of Alfa Laval are found in differemustries. (Internal material)
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Alfa Laval has experienced growth in net sales5%9n the last five years
and improved the operating profit for the fourttnsecutive year in 2007.
The key figures of 2007 for Alfa Laval can be foumd table 1. One
important reason for this positive developmenthis high number of new
products and thus, Alfa Laval has increased investmin research and
development by 50% since 2005. (Annual Report 2007)

Order intake (MEUR) 2 980

Invoicing (MEUR) 2 685
EBITA (MEUR) 540
EBITA as % of sales 20
ROCE (%) 54

No. of employees 10 800

Table 1Key figures of Alfa Laval in 2007 (Annual Report@0

Alfa Laval has an explicit strategy where acquisii of companies with
complementary products, an attractive geographisaionghold or
innovative sales channels are a part of the gratrditegy. In 2007, Alfa
Laval acquired no less than four companies in @ifie geographical and
product markets together adding 4% in growth. (AatrReport 2007)

The demands from energy and energy-related ineégsatccounts for 40%
of the order intake and the current general enm@mtal focus in the world
has a positive affect on order intake as the prizdoicAlfa Laval often is a
part of efficiency enhancing processes. (AnnualdRep007)

3.2.1 Heat Transfer

Heat transfer means transferring heating or codiiogh one fluid or gas
into another. Alfa Laval has been the leader ofettggment of heat transfer
technology since the company started up this fattie business in 1931.
Technology for heat transfer is used in a large @all industrial processes
and is vital for keeping the efficiency of thesegesses at a sound level.
The range of applications is wide and some of tkasaof usage are shown
in the list below: (Alfa Laval, 080618)

. Heating
. Cooling
. Heat recovery
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. Evaporation

. Condensation
. Ventilation
. Refrigeration

The heat exchangers for these applications arewfse, varying in size,
pressure durability, corrosion resistance and teatpes variations. This
demands a wide product range to satisfy all custateenands. There are
five different types of heat exchangers, all wiiffedent applications and
advantages and drawbacks. The five types are:eat &xchangers, plate
heat exchangers, scraped-surface heat exchandeeH;amsd-tube heat
exchangers and spiral heat exchangers. (Alfa L&88I618)

3.2.2 Separation

Separation has been a part of Alfa Laval's busises= the establishing of
the company in 1883 when the cream separator veasrily product. The
current separation products of Alfa Laval assig tisers in separating
liquids from liquids, solid particles from liquideand lately also the
separation of particles from gases. (Alfa LavaD&B3)

The products offered by Alfa Laval in the separgionduct segment are
decanter centrifuges, filters and strainers, men®rdiltration and

separators. The application of the above mentigreducts vary widely

from processing liquids in food to the cleaningondnkcase gases from
trucks and ship diesel engines. (Alfa Laval, 080618

3.2.3 Fluid Handling

Fluid handling is the smallest of the three ardausiness accounting for
11% of new sales for EFU in 2007. The producthf &rea help customers
transport and regulate fluids safely and efficigen#lifa Laval has a focus on
transporting fluids cleanly, efficiently and gen#gd the products consist of
pumps, valves, tank equipment and installation natd ately, Alfa Laval
has focused on hygienic fluids which mean thathigiene requirements
are rigorous. This focus results in the use ofageipment in for example
production of beverages, dairy products, foodstufisarmaceuticals and
personal care products. (Alfa Laval, 080618)
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3.2.4 A Matrix Organization

Alfa Laval is organized in a matrix organization era one dimension is
market segments and the other is geographical.nfdmet segments are
derived from two different divisions, Equipment aRdocess Technology.
Apart from these two divisions Alfa Laval also has Operations division
which is responsible for procurement, manufactuand logistics activities.
The organizational tree structure is displayed igure 5. (Alfa Laval,

080618)
Group
Management
===
Corporate :
Development Finance & Legal
|

Process Technology

Division

n

Equipment Division

Figure 5 The Organization of Alfa Laval (Internal material)

There are a total of nine different market segmeirs the Process
Technology division: Food Technology, Energy & Howiment, Process
Industries and Life Science and in the Equipmewisitin: Marine & Diesel,
Sanitary, Comfort & Refrigeration, Fluids & Utilds and OEMs. The Parts
& Service segment serves the aftermarket providéegvice for both
divisions. (Alfa Laval, 080618)

The segment structure of the company is displayedlucid way in figure 6.
The segments are, as shown, divided on a custaoesdd basis and in that
way allowing the segments management to put theowes demands in
centre of business. The matrix organization is tanted by adding a
geographical aspect to the segment structure.atnvhy, every represented
segment in each country forms a business entite ptoducts of the
company are sold in approximately 100 countriesingak a global player.
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Alfa Laval is represented by sales organizationmore than half of these
countries. (Alfa Laval, 080618)

Parts and Service

Equipment Division Process Technology
Divislon

Figure 6 The segment structure (Annual Report 2007)

The customers of the Equipment division often haed-defined, regular

and frequent demands. They are most often not deetpof end customers
but instead of system builders, dealers and digoils. A strategically

important fact is that the products are availablerldwide, and so the
Equipment division constantly increases their glgivasence through new
geographical areas and sales channels. The aimm sréngthen global
market positions and to identify new applications éxisting products and
in that way increasing sales without higher develept costs. (Alfa Laval,

080618)

If customers demand customized solutions, theyharelled by the Process
Technology division. In this part of Alfa Laval,gltustomers’ requests are
very specific and will not be satisfied by standzed products and
solutions. Instead, customers get help to devehbjpeeprocesses, partly by
installing the products of Alfa Laval but also bytimization of the
technology around heating, separation and fluiddhag. (Alfa Laval,
080618)

3.2.5 Sales Channels

What is a sales channel?

A sales channel is everything that moves goodemices, communications
and money between a company and an end-user. Taeedce between a
direct and an indirect sales channel is that thectichannel sells and
invoices the end-user. A market company is consitlea direct sales
channel, when selling directly to the end-user.ayent is considered to be
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an indirect sales channel even if they act in thme of the manufacturer
and sells at prices determined by the manufactémiindirect channel can
be a distributor, a contractor, an installer oystam builder. The different
sales channels for EFU are presented in figurhierfal material)

Direct Sales

™ System Builders [—

=  Agents/Reps |—

Alfa Laval

- Installars End Usars

¥

e Distributors —

L=  Contractors —

Figure 7 The different sales channels for Alfa Laval (Intrmaterial)

System Builders

The system builders purchase the products of AHaal to integrate them
into a larger machine or system which is sold uriler system builder’s
brand. The design is standardised and only minetocuising is possible,
but if needed, the design can be customer uniquaeuwssarily included in
the standard range. The products are normally eddeontinually. (Internal
material)

Agent

An agent work independent, on commission and acthie name of Alfa
Laval. The commission is usually a percentage ef ithdividual sales
contract between the principal company and theooust. Often, the agent
works with other companies and sells products #rat complementary.
(Internal material)

Installer

An installer installs and connects the equipmerthatend-user plant. The
installer can buy from distributor, agent or dirgdtom the manufacturer.
(Internal material)
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Distributor

A distributor buy, stock, market, resell and disiite the products in its own
name, account, price range and cost. The distnilsutaward is the
difference between buying price and selling pri€bere is a distinction
between high value adding distributors and whotsilpe of distributors.
The first one has a problem solving approach amplses the customers
with technical support and is needed for productth welatively low
acceptance on the market. A high value addingibigtr may participate in
developing the market for the product and has mopatitor brand to Alfa
Laval. The wholesalers have an availability andiveey approach and
provide no or very little technical support to ttiestomer. The distributor
carries a broad product line that is well knowth®e market and may supply
competitor brands to Alfa Laval. (Internal matéyial

Contractor

A contractor or a system integrator has engineecaggbilities and they
design and put together a whole plant, processwaral systems. Often, the
products of Alfa Laval are included as componemntd aew solution is

often made for each system or plant. (Internal redje

3.2.6 Alfa Laval Worldwide

Alfa Laval is represented in 55 different countrigs sales companies and
present in 45 further by other sales persons, bedy¢ographical spread of
the products is ever increasing. The company hgg@fuction sites and 70
service centres situated in different parts ofwloeld to offer supplies and

service to customers all over the globe. (Intemalerial)

The sales of Alfa Laval have its centre of grawityWestern Europe, and
this area accounts for 50% of sales in total. Tbeosd most important
market for Alfa Laval is Asia which comprises 30% sales and also
contains many of the emerging markets currentlget@d by the company.
North and Latin America accounts for the last 20%osales. Figure 8
exhibits a world map with sales figures plottecthe different continents.
(Alfa Laval, 080618)
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Figure 8 Sales figures divided in geographical markets (AtfReport 2007)

The BRIC-countries comprised of Brazil, Russia,idndnd China is a
generic term for these markets that has gottent aflattention from many
global companies lately since the growth and pakent these markets are
very appealing. Alfa Laval however, has had themsentries in their scope
for quite some time and this is no coincidence esiiticis a general and
historical strategy of Alfa Laval to be very eaimynew markets. The BRIC-
countries account for about 23% of sales in Alfadlaand the order intake
increased in Brazil and China last year (2007) wit®% and 57%
respectively. (Alfa Laval, 080618)

3.3 The Business of Equipment Fluids & Utility

Alfa Laval is, as previously mentioned, organizedading to a customer-
oriented segmentation into nine different segmedtse of these segments
within the Equipment division is called Fluids &ility. EFU defines its
customer base as the subcontractor industry oé ttifeerent market units,
Fluid Power, Metalworking and General Utilities.€el'products of EFU are
comprised of plate heat exchangers and centrifggplarators with the
larger part of the revenues collected by plate bgahanger sales. (Internal
material)

The segment was created when the management ofLAlfal found that
some business did not match any of the other setgmaefinitions. They
decided that there was a need for a segment tolehdimel subcontractor
market of industries that did not have a designatgiment. The definition
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is sometimes very similar to other segments argldbcasionally, results in
a discrepancy between the different segments’ viewswho owns a
particular deal. Furthermore, it can be difficudt the sales persons in the
field to actually classify businesses correctlyig¢gson, 080605)

The customers of EFU are rarely the end-customeitsirstead EFU

typically sells to system builders, distributors agents. By having this
focus, the segment easily achieves recurrent bssiand enjoys effective
selling since these customers, if they are satisditer their first order, will

order new products basically without any furthelesaeffort. (Sandborgh,
080605)

The segment does not sell fluid handling equipmint,instead focus on
heat transfer and separation (Annual Report 20D@. explanation to this
choice is that the fluid handling products soledygets sanitary and food
applications, two areas in which EFU does not dsiriess. (Sandborgh,
080605)

In September 2008, an Asia Business DevelopmentlyEmwas employed
in the segment. This is a new position that wilalele EFU to raise the
growth ambitions in Asia. By investing in this piosn, the segment's
involvement increase in the region and a continudase and sustainable
collaboration with the Asian sales companies caadsired. This action is
an important step to take the Asian EFU busineshdonext level. (Alfa
Laval, 080618)

The Equipment Fluids & Utility segment is organizedthree different
market units: General Utilities, Metalworking anduie Power. In the
following subchapters the three different markatsiare described.

3.3.1 General Utilities

The General Utilities market unit mainly targetssteyn builders in the
process industries such as paper and pulp, steéletand semiconductors.
It is imperative that the customers have a largeevadded to their products
to make the products of Alfa Laval profitable fdretcustomer since the
investment in an Alfa Laval product is large. Theplécations of the

General Utilities sales are mainly heat transfed aaparation of cooling
water, lube oil, gear oil and steam. (Grauers, @8)&tockhaus, 080613)
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Apart from sales, General Utilities is also the tur@sponsible for the
product portfolio of EFU. For example, if a custamequires a new product
or a modification of an existing product it is thesignment of General
Utilities to investigate if the product developmerdcessary is financially
defendable. This is done by assessing the impatahthe customer itself
and also by investigating whether any other customoeild be interested in
the same type of product. This naturally would haymositive effect on the
sales quantity of the product. General Utilitie® @so responsible for
product launches within EFU. Even if the operatuak with the launches
sometimes is done by the other market units, tfaegfic responsibility and
planning lies within General Utilities. (Mattissdd80701)

3.3.2 Metalworking

In the Metalworking market unit the customers aoeind within the
machining industry. The products of Alfa Laval héygse companies with
heating, cooling and cleaning of cutting fluids igly the cutting tools
longer life and the processes better precisiois, [Ihowever, important to
point out that the products in this market unitwasl as in the others, are
standardized and as soon as any customization eédedethe customer
leaves the segment of EFU and passes over to thee$¥ Technology
division. The channels to the metalworking industryed are system
builders, machine builders and to some extentibigors. When selling the
larger separators, the end-users are actually soeetargeted. The reason
why end-users are targeted so seldom is that tlosy aften order only one
product and that there is no recurrent businessemear future. However,
if the single sale to an end-user is large enotighsales effort can prove to
be well invested time. This is the case with thrgdaseparators. (lhrfors,
080612)

3.3.3 Fluid Power

The Fluid Power market unit targets the hydraufid pneumatic industry to
cool hydraulic oils and also to clean these oilcéntrifugal separation. The
selling points of Fluid Power are that the prodwftélfa Laval are smaller

and weigh less, they require less water consumpiiposes less fouling
and the flexibility these products offer. CurrentBtuid Power focuses on
making Alfa Laval a recognized player in the globgdiraulic market which

is reluctant to newcomers in the market. Fluid Pospecifically targets the
hydraulic system builders that sell ready-to-irskaidraulic systems and
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builders of larger systems who produce their owrdraylic systems.
(Sandborgh, 080605)

3.3.4 The Competition

This thesis will not focus on the competition ofther Alfa Laval nor EFU.
However, it would be interesting to have backgrokndwledge to be able
to understand why EFU act as it does in competgitteations.

EFU faces competition in different shapes. Not oatg they competing
with other companies producing plate heat exchanged separators, but
they also face competition from other technology.North America for
example, the newer technique of plate heat exchliangein competition
with the shell and tube exchangers. The plate éeethtangers are superior
in efficiency but conservative forces stick to teehnology they know. The
same type of technology competition is likely to taeed in emerging
markets, where local companies producing heat eggra in some
obsolete form is believed to exist. (Carselid, GB5)6

Looking at the company vs. company competitiondlae a few large heat
transfer and separation companies that EFU oftemp isgainst. However, it
is hard to pinpoint any specific companies that Emge competitors
globally. Not many have the same global presencalfasLaval does, but
instead the competition comes from local companmsch can be quite
large on that restricted market. In addition to In@ing present globally, not
many companies have the exact same product rangdfad.aval also
adding to the difficulty of pointing out a speciftompetitor. (Carselid,
080625)

With this said, the competitive situation is no kvah the park. On the
contrary, the competition is many times fierce aheé difficulties in
defining the competitors add to the difficulty irddmessing potential
customers in the right way and also protecting thesiness from
competitors not properly isolated. Some competiteosth mentioning are,
in gasketed plate heat exchangers: Tranter, Sodd®%,Invensys and GEA,
and in brazed plate heat exchangers the competsticomprised of: SWEP,
WTT, Flatplate and Kaori. Tranter is actually owneg Alfa Laval, but
nonetheless impose a threat on the market. Howivisrimportant to note
that the toughest competition originates from conmgs offering other
solutions than plate heat exchangers and sepamatdisthus, is defined as
technology competition. (Sandborgh, 080625)
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Historically, Alfa Laval has entered new geographimarkets early in
comparison to other companies in the industrialiaedid. This has given
Alfa Laval an invaluable head start and a stratdlyiamportant advantage
over competition from the western world. Lately,wewver, EFU has
experienced difficulties in getting a good starteafentering emerging
markets. (Sandborgh, 080605)
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4 Theoretical Framework

This chapter gives the reader an insight into wihabries the authors have
used to describe and analyze the problem at hahdsd theories are used
to structure information to ease the analytical wand to secure that all
relevant aspects are taken into account. The tlesopresented in this
chapter form the basis which the recommendatioesgunted at the end of
the thesis are built upon.

4.1 Presumptions

We are not deceived to believe there is a perfembriy, omnipotent in its
description of an industrial company starting ulesa an emerging market,
preferably in Southeast Asia. Instead, we are wesly aware of the fact that
we need to find different theories each one prongyda fragment of the
description of the situation at hand. Our metho@nvtlesigning chapter 4 is
well described by figure 9 below. The three circlespresent each
theoretical framework or area that we use to descaur situation. The
green triangle in the middle is the combined cbution of the different
areas, and thereby derives our theoretical conitobuto the academia.
Much of each framework or area used is not withim @rea of interest for
this thesis and thus we use only part of the laageas in our specific case.

Target Market

Sales
Approach

Managing &
Leading

Figure 9 A schematic description of the theoretical approach
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Note that we may very well use more than threeeldrgmeworks or areas
in our theoretical approach. The fact that theee anly three areas in the
figure is only to make the figure clear and easwunderstand and does not
pose any limitations in our forthcoming theoretiaalrk.

4.2 What Are Emerging Markets

This thesis deals with the subject of penetratitlategies in emerging
markets. Needless to say, it is important to defireeconcept of emerging
markets for the scope of this thesis. There is maghcept confusion
between, and even within, organizations that dadydle the subject of
emerging markets (Kvint, 080710). In this chaptde concept will be
discussed and in the end of the chapter a formfahitien, used in this
thesis, will be set.

The understanding and evaluation of emerging msrke¢ impeded by
ambiguous statistics and studies. This ambiguityossolely practiced by
small or unreliable institutions but also by theeBon Woods Institutions
(The World Bank, International Monetary Fund andremmic branches of
the U.N.). Up to this day, no international orgaian has defined the
characteristics of emerging markets. The statistieports of different
organizations, and sometimes even by the same iaggi@m, contradict
each other as a result of this concept confusion.eixample, the IMF has
not established a list of emerging markets andiferent reports from IMF
contain different definitions. This means that thesults can not be
compared even within the organization, consequdatiging to confusion
among executives trying to analyze the resulthefdfforts of IMF. There
Is also confusion of concepts concerning emergiagkets and developing
countries. These expressions are sometimes regasdatkaning the same
thing and sometimes as exclusive, but this is notigh as a third concept is
mixed up, namely countries in transition. (Kving0710)

A difference between emerging markets and devetppiand
underdeveloped countries is that the latter twib @te in need of special
attention from international organizations to prgvestarvation, mass
disease and political instability. Developing coieg are in need of
improvement of the educational system and the ioreaif a strategy to
transform them into an emerging market. In thisngmon process,
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companies from developed countries and especialgrging markets play
an important role. This, as companies operatingmerging markets has a
great deal of experience in conquering the problespecific to
underdeveloped countries. (Kvint, 080710)

Kvint (080710) defines an emerging market as:

“...a society transitioning from a dictatorship #o free market-oriented
economy, with increasing economic freedom, graduabration within the
global marketplace, an expanding middle class, avipg standards of
living and social stability and tolerance, as wel an increase in
cooperation with multilateral institutions.” .

According to this definition, 81 out of the 192 odty-members of the U.N.
are categorized as emerging market countries. T8esmuntries account
for 46% of the surface on earth, 68% of the glgb@bulation and nearly
half of the gross world product. (Kvint, 080710)

Emerging market economies can be viewed as coantraasforming its

economy from a closed to an open market. Also,centry should be

building accountability within the system. To beasdified as an emerging
market, the country should go through an econormform leading to a

more robust and responsible economic system. Agart this, the country

should strive towards a capital market defined bgngparency and
efficiency. At the same time as reforming the exg®arate system as a
stable local currency is vital to attract foreigmvestors. Furthermore,
stability in the financial market and currency Islp retaining local capital

instead of scaring local investors to put their eyoabroad. Moreover, it is
probable for an emerging economy to receive moyesid as well as

guidance from developed countries and internationafjanizations.

(Lenartowicz & Johnson, 2007, p. 207f)

Ashoka Mody (2004, 1), of the International Mongta=und, defines an
emerging market with the help of four claims:

« The emerging markets show a high degree of vdjatiind
transitional character in a number of areas su@tasomy, politics,
social and demography.

» Trade-offs are made between commitment and flewikih policy-
making as a consequence of the volatility and ttimmsmentioned
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in the previous claim. It is important with commént to a course of
policy in order to be stable enough to be attractor investments.
However, emerging markets also need to be flexiblerder to

answer to unexpected responses, and abuse ofahisntmidate

investors.

The transition of emerging markets goes from tretisa-specific
commitments to institutional commitments.

The solutions to the problems that policymakers emerging

markets are facing are complex and easy solutiomgaae. Often
one decision leads to changes that in their tuad m®mplementary
efforts. This is reflected in the often slow poligform process of
these markets.

In addition to the above mentioned definition, Mputyan article from 2004
(I, p. 642f), accentuates the importance of: “higk and volatility of output
and financial assets”, as a common trait among @mgmarkets.

Standard & Poor’s define a stock market as emergingneets at least one
of the following criteria (Standard & Poor’s, 08®/}. 6):

1.

It is located in a low or middle-income economydasined by the
World Bank

It does not exhibit financial debt; the ratio oethountry’s market
capitalization to its GDP is low

There exist broad based discriminatory controlsrfon-domiciled
investors

It is characterized by a lack of transparency, ldepharket
regulation and operational efficiency

Standard & Poor’s has since 1996 a definition dentifying when a market
transitions from emerging to developed. Accordirg this definition a
market evolves from emerging to developed when nijpys a Gross
National Income (GNI) above The World Bank’s uppezome threshold
for at least three consecutive years. The threelye#d decreases the risk of
an overvalued currency to affect the analysis.N@&ed & Poor’s, 080715, p.

7
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In the year of 2000, Hoskinsson et. al (2000, ®)2#ade an attempt of
defining what an emerging market was. The conctusias that: “Emerging
economies are low-income, rapid growth countriesngiseconomic
liberalization as their primary engine of growtlFollowing this definition
they identified 64 emerging economies in the wofldese 64 countries in
their turn was divided into two different groupsanmely developing
countries in Asia, Latin America, Africa and theddle East and transition
economies in the former Soviet Union and China.sftittsson et. al, 2000,
p. 249)

Khanna and Palepu (1997 |, p. 42) claim, as chamgtits such as size,
growth rate and how recently a market has openedrapimportant in
defining an emerging market, the most importantrattaristic for an
emerging market is how well the market helps buyserd sellers come
together. In developed economies, there are nureenstitutions, such as
judicial systems and labour market regulations,ingidcompanies in
business situations. In emerging markets, howexem if some institutions
are in place, a number of important functions apé This means that
western companies operating in emerging economiest mnealize, and get
used to, the fact that they need to perform a nurobeservices, usually
performed by the government in their home markgthlkemselves. (Khanna
& Palepu, 1997 |, p. 42)

4.2.1 The Definition of Emerging Markets

Since there is no consensus in the academia agddefine an emerging
market and this thesis handles the subject of amgmgarket a definition

has to be determined by the authors. This taskd¢dualsed on the previous
part of this chapter, be made in an elaborate antpticated way. However,

a more pragmatic approach is to simply define emgrgnarkets as the
countries for which the thesis applies. The coestcan be found in the
following table: (Ericsson, 080605)

Argentina Malaysia Slovakia
Bulgaria Mexico Slovenia
Chile Peru South Africa
Colombia Philippines Taiwan

The Czech Republic |Romania Ukraine
Hungary Russia Venezuela
Indonesia Serbia Vietham

Table 2 A table of the 21 countries comprised in the study.
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The common traits of these countries are mainlyha sales figures and
general sales processes within Alfa Laval. Theyalle sales figures below
what is expected of the market, hence there igge lgrowth possibility.
Furthermore, the industries of these countriesiaderdeveloped compared
to the best markets of EFU, and so, there is mhkslyla demand for a
different approach to the market. It is importamtniote that all of these
countries are not generally viewed as emerging etarkSome of the
countries are in the eyes of EFU to be viewed adlsmith growth potential
rather than emerging, but within the scope of thissis, to simplify the
terminology, they will all be referred to as emeqi

Apart from the countries in table 2, the thesis lsarused in other countries
similar to these ones. It is important to note it countries in this table

have great differences and thus, the results sittigsis have to be adapted
to the specific prerequisites of each and everytrtgu

4.3 Entering Emerging Markets

4.3.1 Factors Affecting an Entry

Entering emerging markets is in the scope of alneesty CEO in larger
multinational companies. This is emphasized byfaélsethat 400 companies
of the Fortune 500 operate in the Chinese marketf@nthe Indian market
the number is 220. However, despite the large @énaterest, current
research trying to explain the key success factmd best practices of
entering emerging markets are deeply under-reptegdn the academia.
(Johnson & Tellis, 2008, p. 1)

Johnson and Tellis (2008) have constructed a caonakframework to
identify the drivers of success for entering emeggmarkets. They have
identified seven characteristics to determine wthe drivers of entry
success are. These seven characteristics are st squares in figure
10 below. As shown in the figure, the charactersstre derived from four
constructs and these, in turn, are derived fromrvain constructs, namely
firm differentiation and country differentiationn Ithe following text, the
characteristics of the model will be discussed #iadr effect on historical
success or failure will be determined. (Johnsoneflig, 2008, p. 1)
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Firm Entry mode
strategy
Entry timing
Firm
differentiation Firm
resources R
"=~ Firm size
\
Economic distance > Historical
success

Host-home
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Country
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Hostcountry
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Openness
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- - 9 Nonestimated measurement
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Figure 10 There are seven characteristics determining whatdrivers of success for
market entry are. (Johnson & Tellis, 2008)

Entry mode
There are mainly five different alternatives in medof entry on a new
market. These are: (Johnson & Tellis, 2008, p. 2)

1. Export This means that the products of a company aikthobugh
and at the discretion of an entity separated floendompany in the
host country.

2. License and franchiséBy choosing this path a firm or agent in the

host country, through financial returns, are pemeditto use the
firm’s proprietary knowledge and/or technology.
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3. Alliance This alternative means that the firm has an agese¢ and
collaboration for activities on the host markethnat company in the
host country.

4. Joint venture This option is chosen when a new company is farme
in the host country as collaboration between thma Aind a company
from the host country.

5. Wholly owned subsidiaryThis means that the firm has complete
ownership of a company situated in the host market.

In this list the amount of control of marketing wasces for the firm
increases the further down on the list an alteveais chosen. That means
that one extreme is export where the firm hastés Gontrol as possible and
the other extreme is a wholly owned subsidiary whidre firm has total
control of the marketing actions in the host copnéhen a firm is to enter
a new market it can choose either of the above ioted alternatives or any
combination of them. Looking at an emerging markemtrol essentially
has two key benefits. It means that key resousigsh as patents, are better
guarded than they would be with less control. Garditso offers internal
operational control, something that is crucial ttoe success of a firm on an
emerging market. However, high level of controloalmeans high costs
compared to trying to attain lower levels of cohtand thus, higher returns
are required to break even. (Johnson & Tellis, 2p02)

Entry Timing

Concerning entry timing the academic literaturalissentient, with some
literature pointing to more advantages the eadienarket is entered at the
same time as some literature points to the exapbgie. On one hand,
companies entering a market early have severalntalyes such as the
opportunity to lock up key resources, for exampistribution channels.

Furthermore, early entrants have the possibility affect consumer

behaviour and also enjoy the governmental concessind incentives often
offered to attract foreign direct investments. @a bther hand firms being
the first to enter a new market may not be awarpitbélls and problems

international companies may encounter in an emgrgmarket. Also, the

returns on the investments can be low as an etfegoorly developed

infrastructure. Last but not least, a latecomethm market is often able to
learn from the mistakes of earlier entrants in thay minimizing entry and

start up costs. (Johnson & Tellis, 2008, p. 4)
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Firm Size

It is not only on entry timing academia is divergeaiso when talking about
the effects of firm size affecting the result aharket entry scholars results
are contradictory. Some studies show that sucsegseater the bigger the
firm and some studies point to quite the opposiiege main arguments
speaking for size are the amount of resources, fomhcial and managerial,
they possess. Larger firms also have a greateruptrodnd marketing

knowledge than smaller firms and big firms are atswre likely to be able

to sustain in rough patches that might occur inghdy stages of market
entry. Speaking against the linkage between sizesaiccess are the fact
that larger firms are less flexible to handle newd alifferent situations

occurring in an unknown market. Also, large firnfien have a somewhat
reduced innovative capability crippling them inithattempts to adapt to
new market situations. (Johnson & Tellis, 2008})p.

Economic Distance

The economic distance is basically a measure cangpaiow similar the

economy of the host country is to the home markitedless to say,
companies find it easier to adapt to a market ithatose to the market that
the company in question evolved from. These matkeditions are well

known and the company is obviously (since it is ang into new

markets) well equipped to handle them. When erdeasimarket that differs
a lot from what a company is used to a large portd the energy and
resources available have to be used to adapt #iadss of the company to
fit the new market instead of focusing on beatimg ¢competition. This, of
course, leads to an initial weaker positioning thdrat could be the case if
the economic distance was smaller. (Johnson &s[&€D08, p. 4)

Cultural Distance

The cultural distance in similarity to economictdigce is a measure on how
culturally alike two countries are. Cultural sinnitg, e.g. a small cultural
distance, is proven to simplify business relatibgsa number of academic
articles. Culture affects how consumers perceiverkateng and
management efforts and thus the notion of cultdistance is important to
regard when assessing and developing entry stestegio a new market.
(Johnson & Tellis, 2008, p. 4f)

Country Risk

Country risk is defined as uncertainty about theirenment and can be
affected by one or any combination of the followihgee factors political,
financial and economical risk. By political riskhisson and Tellis (2008, p.
5) mean the risk of laws and regulations changing disadvantageous way
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for foreign firms. These changes could consist af éxample, tariffs or

political unrest affecting the entire market. Theks defined as financial or
economical could take several forms and be diviod three different

classes. First, we have recession or market donsitigecond, currency
crises and third, bursts of inflation. Country riskn affect a firm negatively
in two ways. One way is by financial damage, megutire loss of money.
The other way is the loss of returns as a result tdo careful investment
strategy following a risk avoidance strategy. (Bmé& Tellis, 2008, p. 5)

Country Openness

Country openness means the amount of regulatiordehing foreign firms
to enter the market in question. It is not safesay either that openness
increases or decreases entry success. It is aedediged sword. Openness
stimulates demand by leading to a larger varietproducts in that way
evolving the market. Also, it increases the contjmetiin quality leading to
a higher level of quality supplied. Furthermore,opgnness leads to more
competition the prices are lowered and that in teans that the demand
increases even more. Looking at the other edgehefsivord openness
increases the competition from other foreign firfas the firms that has
already entered the market. This in turn leadeweel prices, as it is proven
that even the slightest competition lowers pricegmiBcantly. Moreover,
competition aggravates hiring talents and incrgames of purchasing. And
last but not least, competition means that if a gany makes any mistakes
consumer territory may be lost to a competitorddong time. (Johnson &
Tellis, 2008, p. 5f)

Findings

After the definition of the above mentioned sevéaracteristics Johnson
and Tellis (2008) conducts a statistical analysishstorical data of

companies that has entered the two markets of Cimclalndia. Through

this analysis they draw conclusions on what effethe different

characteristics have on the result of market estrgcess or failure. The
findings relevant for this thesis are summarizethalist below (Johnson &
Tellis, 2008, p. 10):

» Success is greater for smaller than for largerdirm

e Success is greater for entry into emerging markeith less
openness and less risk

e Success is greater when entering a market thabisoeically close
to the home market.

* Success is greater for companies that use a modetf allowing
for greater control.
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One of the findings of this survey, as shown inlisieabove is that smaller
firms are more successful in market entry thandarfirms are. This
contradicts much of the existing literature andrébg must be seen as a
surprise. Intuitively, the opposite seems reasadilit the authors of this
article comes to the conclusion that size itsetf e existence of resources
are not enough to succeed, but rather the effiaiset of these resources.
They continue by saying that one explanation «f thsult could be the fact
that large multinational firms sometimes may wait the success to fall
into their lap since they have succeeded so mamgstbefore as opposed to
smaller firms that fight harder to succeed in tlesvmmarket they entered.
(Johnson & Tellis, 2008, p. 10)

4.3.2 Differences between Emerging and Developed
Markets

The lack of intermediary firms and regulatory systeon emerging markets
often pose a large enough obstacle for multinatiotwarule out any profits.
These problems are referred toirstitutional voidsby Khanna and Palepu
in the Harvard Business Review artidlghy focused strategies may be
wrong for emerging marketel997). However, by identifying these voids
and working around them successful strategiesrfarging markets can be
developed. Problems arise when western multindtioo@panies take for
granted that the business infrastructure supportiegn in their home
market also is present in emerging markets. Thdsvare such things as the
lack of skilled market research firms, none or femd-to-end logistics
providers, shortage of recruiting firms to handie employment of skilled
workers and underdeveloped contract-enforcing nmeéshes among other
things. Khanna, Palepu and Sinha (2005, p. 64) esigthat successful
companies use different strategies on emerging etatkan the ones used
in the home market. Not only are the strategies batvalso the way in
which they are implemented. It is important to nibtat it is not enough to
develop a new strategy to go for all emerging markmit every single
emerging market need a specific strategy fitting plarticular prerequisite
of that country. (Khanna, Palepu & Sinha, 200%31)

When identifying which countries to enter, compangystematically use
country portfolio analysis and also analysis of ploditical risk. By settling

for these analyses companies leave out informatlmyut the institutional
voids that could prove essential to get a stertiegision basis. (Khanna,
Palepu & Sinha, 2005, p. 65)
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Khanna, Palepu and Sinha (2005, p. 66) has set ujveacontexts
framework to help structure the work of mappingtitntional voids in an
emerging market. It is important for every compamxgcutive to get a hold
of how product, labour and capital markets workd(a@o not work) in the
country of choice. In addition, the framework takeso account each
country’s social and political situation as well hew the country has
opened up to the outside world. The five contexés @olitical and social
systems, openness, product markets, labour masketscapital markets.
(Khanna. Palepu & Sinha, 2005, p. 66)

Political and Social Systems

The political system of a country affects its progldabour and capital
markets. For example the workers of China are hotvad to form unions
which are affecting the wages in the country. la #ame way the social
situation of a country can affect its corporateimmment. An example of
this is in South Africa where the government isciaing the historically
discriminated native African citizens when trangfeg assets to that part of
the community. This has affected the capital madiete the pricing of
these assets is arbitrary and as a consequerschatd for foreign investors
to assess the value of South African companies.thmoaspect often
affecting the markets in emerging markets is refeghips between ethnic,
regional and linguistic groupings. It is favourabide companies thinking of
investing in an emerging market to identify powentces in the country and
try to figure out if these centres are sound aralthg. Power centres can be
bureaucracy, media and civil society. Other asp@eportant to scrutinize
are how decentralized the political system is dmbliticians are monitored.
(Khanna, Palepu & Sinha, 2005, p. 66)

Openness

It is a common desire among executives that th&abanat the company is
entering should be open for foreign direct investtadut, the concept of
openness tends to sometimes be a bit misleadingxample of this is the
difference between China and India where most dkessuiare convinced
that China is an open country whereas India iseclo3his is based on the
fact that China welcomes foreign direct investmeantsl India does not.
However, India has always been very open to westéleras and the
population of India is free to travel in and out thie country without
restrictions. This is not the case for the Chingseens that in some aspects
are locked in their country and in that way getaarow view on business
and culture. This in turn means that it could prbeed to find employees in
China that share the western ideals and busine®dsewith multinational
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companies trying to enter the Chinese market. (Khafalepu & Sinha,
2005, p. 66f)

Product Markets

In emerging markets, despite the development tlae liaced and are still
facing, some companies have continuous problemslinfin reliable
information about consumer behaviour. This is esfigdrue when looking
at low income consumers on the fast moving consugoneds market, but
also to the highest degree when looking at busines®mers in Vietnam.
The reporting is better for large companies than dimall and medium
enterprises even if it is not quite satisfactoryerevfor large domestic
companies (Son, Marroitt & Marriott, 2006, p. 221fKhanna, Palepu &
Sinha, 2005, p. 67)

Labour Markets

In most emerging markets most companies are fgmolglems when trying
to recruit, above all middle managers, engineets flnor supervisors, but
also top management. The problem is that theréeareecruiting firms on

the markets to find good quality employees and eagrthe number of
business schools and training institutions has groapidly there is no
organization that rates the quality of these edomsat facilities. These facts
together pose for complex issues for the manageofeméstern companies
wanting to enter an emerging market. (Khanna, RakBinha, 2005, p.

67)

Capital Markets

Capital markets of emerging markets are most oftederdeveloped and
lagging behind other forms of market developmenter&fore the capital
market often can not support the corporate devedmpnof an emerging
market. For example many multinationals are hawnigard time finding

local financing for the operations on the new markarthermore it is

proven hard to assess creditworthiness of a dombssiness partner or
customer. Moreover development of corporate govermalaws drags
behind. This means that a multinational must c#efinvestigate a

business partner before starting business toga&thavoid winding up in a
criminal investigation as a consequence of thenpartompany’s possibly
illicit actions. (Khanna, Palepu & Sinha, 20056)

Khanna, Palepu and Sinha (2005, p. 67) argue tohtstry structure, for
example, entry barriers and degree of competitioly should be analyzed
after the institutional voids have been properlypped and understood.
They point to research that indicates that thereisorrelation between the
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attractiveness of an industry in one country comgan another country,
but that it is rather institutional intermediarrasking the difference.

There are three generic strategies to follow afterinstitutional voids have
been mapped (Khanna, Palepu & Sinha, 2005, p. 73):

* Adapt your strategies
* Change the institutional context
» Stay out of the country

The first choice means that the company adaptstiggegy to fit with the
local presumptions. It is however, important toentiat it is absolutely
imperative to keep the core value propositions t@omnssince this is the
reason the company had the opportunity to exparldeiriirst place. Should
a company change the core values too radicallyetisea risk of losing the
advantages of global scale and global brandingtlaagarts of the business
that gives the company a competitive advantage thveerivals. An example
of a successful change that may need to take dacEpositioning in the
value chain to make up for gaps either in the ithgtion or in supply.
(Khanna, Palepu & Sinha, 2005, p. 73f)

The second alternative means trying to change taeeguisites prevailing

in the country. This can seem to be a vast andsiagalternative but many
multinationals are powerful enough to change theteed they operate in.

For example the entrance of foreign products oragket place can change
the concept of quality, in that way affecting trenkestic competitors. Other
examples of these kinds of changes are when foremgnpanies require

auditing services and attract accounting firms tartsup branches in the
emerging market in turn leading to raised financegorting and auditing

standards for every company in the country. (KhaRadepu & Sinha, 2005,
p. 74)

The last alternative is to be chosen when the cotshe other two
alternatives are greater than the expected prafiis thus a campaign would
not be economically defendable. (Khanna, Palepunt& 2005, p. 73)

4.4 Market Planning

When targeting a market there are lots of diffefantors that impact on the
result, and some of them are difficult or impossitd map in advance. On
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the other hand, a well defined market plan workatio detail raise the
quality of the forecasts and predicts some of tlagompitfalls. Firstly, it is
important to understand the potential customerwiation, mind and
processes. Secondly and more complicated is todetehe size and growth
of the potential market. This plan can be formedthy following three
steps: (Kubr, lllar & Marchesi, 2005, p. 73)

1. Investigate the market and the competitors
2. Prioritize and choose target market

a. Segmentation

b. Market positioning
3. Define market strategy

There are many different ways to estimate the siz¢he market. The

working mode should be based on the type of prothattis to be sold and
should also take into account facts, figures agicl reasoning. Since the
result is only estimations it is recommended to tr&ngulation which

means to use different calculations and methods thed calibrate the
results to get as close to the reality as possititere are no limitations
when choosing a way to work, the more creative &hateis (suitable for

the product or service), the better the estimatiidhbe in the end. It is

better to base the analysis on facts and validrmmition than starting to
guess and use non-reliable sources. Sources cacorbplemented by
interviews and existing market surveys. Trade amgdions are efficient

sources that normally contribute with useful infatron and statistics.
Besides, they possess certain knowledge about #drkemtrends, market
leaders, laws and rules. For an industrial comptiuay sells a technical
product to other companies an example of investipahode can be to look
at the market and try to find out how many equingj@oducts that are sold
today. Another way is to estimate the sales paktiirough distribution

channels meaning to find out how many distributmBng on the market at
this point. A third example is to study similar rkets in other countries and
use that information to do the estimation. (Kubari& Marchesi, 2005, p.

75)

When entering a market it is important to know whe main competitors
are. Who is the market leader, which market shar¢hdy have, how do
they work and what are their strengths and weals@s# is vital to also
find out how long time it will take for a new supgl with similar products
to penetrate the market and how that would affeet husiness results.
(Kubr, lllar & Marchesi, 2005, p. 83)
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Within the total market there is a need to defirgpal market and find out
who the most important customers are, and what gpecial criteria and
needs are. The segmentation helps to focus on disé profitable customers
that are easy to reach and who are ready to payhdéocompany’s products.
This is a dynamic procedure and may change ovee timis the work
should keep on continuously. The organization efdhstomers in different
groups can be based on different criteria. Forstryuyproducts it is suitable
to use one of the following factors when doing #egmentation: (Kubr,
lllar & Marchesi, 2005, p. 83ff)

» Demographic factors such as company size, branpbsition

» Operative factors: technological base

» Purchase pattern: central or local purchase divjgidteria and
supplier contracts

» Situation factors: urgent needs, size of the contnatc.

Different segments can be interested in the pradiat different reasons
and by identifying those reasons it is easier thlifevery segment’s needs
and make customized market strategies for eachheft including
positioning the products. (Kubr, lllar & Marche2005, p. 86)

When the segmentation is done the work continué wpiioritizing and
choice of main segment that will bring the besffiptoday and in the future.
A successful positioning contains how to find aqua selling proposition
and inculcate this in the customers’ minds. Webksipponed products give
the customers positive associations and satisftiseomer better than the
competitor products. The advantages shall be adeptand easy to
remember and convey an added value to the custoMesonvincing
positioning is essential for the long-term survielthe company and takes
a lot of resources and intellectual work.

The market strategy formulates the way to reactptsted goal and define
the arrangements it takes to fulfill the marketnpl&he motion can briefly
be described with the marketing mix, also called #P, product, price,
place and promotion. (Kubr, lllar & Marchesi, 20@5 86ff)

Below is mentioned what information has to be ideld in a market plan

when working with company customers and some exasnpbf
characteristics on this type of market: (Kubr,riéaMarchesi, 2005, p. 89)
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Market and competition: Deep, thorough relatiorhvgibtential
customers and suppliers

Goal market: Few bigger customers, many decisiokensalimited
market information

Product: Simple to complex products

Price: Negotiated price

Place: Concentrated distribution, direct salehmough sales
channels

Promotion: Fairs, customer visits, trade presgrindl sales force,
branding

When working with business to business (B2B) it ni@y good to in
addition to the 4 P:s also take into account pastngeople and package.
(Kubr, lllar & Marchesi, 2005, p. 90)

To verify if the market plan could be helpful, ute checklist below. If
there are no or few answers to the questions thekahalan should be
reviewed. (Kubr, lllar & Marchesi, 2005, p. 99)

1.

2.

No

© ®

Is the unique offer clear and precisely defined tfog customers’
point of view?

How big is the total market? How big is the goarket? How will
it develop over time?

Which customers are included in the goal segment® W this
segment interesting for the company?

Who are the main competitors? What substitute prtsdexist on the
market?

How will the market share develop? What is the dasted
turnover?

What is the pricing?

How do you reach the customers? Which distributioainnels are to
be used?

How will the marketing be done and what will it €ds

Which obstacles exist to enter the market? How alo gircumvent
them?

4.5 Sales Planning and Management

Sales are a wide and well explored field of reded#nat can be divided into
many different sectors. We will focus on the framekvfor sales planning
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and management including all logical sequencesctibras that should be

undertaken by sales managers. By studying exidtiagature discussing

this topic, Castro and Neves (2007) have identiggght main gaps that
have been more or less treated by the literatutehbue not been well

integrated into the framework of sales planning ar@ahagement. These are:
(Castro & Neves, 2007, p. 10ff)

Gap 1: Information and Communication management regrding the
salespeople, territorial sales managers and the fir

There is not enough information about market deyalents, new products
opportunities, competitor actions communicated ftbin sales people. The
distance between the sales people and the firrftaa perceived as too far
away which results in a short exchange of infororatimportant for the
improvement of the business. A clearer design dbrmation and
communication flows would be a great improvement.

Gap 2: Conflict management

Using multiple marketing channels on direct saleed aamong
representatives may lead to several problems ofketiag channel
efficiency. Common territorial interests can beided by better integration
between the direct sales force and the marketiagrodis.

Gap 3: Territorial and other sales policies

It is important to set up rules for selling acréssitories. Is it ok to contact
a potential customer in another territory? How #ndie when a client
prefer to buy from another representative and nmihfthe original sales
person in the territory? How to handle the cometitbetween the sales
people?

Gap 4: Definition of the sales manager’s role

The role of the sales manager is vague and notlgldafined of the firm.
This often results in that the sales manager fe@osnuch on the sales and
the management is left behind.

Gap 5: The choice between representatives and empétal salesperson
The make or buy decision in sales deserve more asipland should be
positioned as one of the first choices a firm mas@ssidering how much
analysis this subject claims.

Gap 6: Recommendation for the management of represtatives

There are many pitfalls using representatives tat be avoided by
investing time in building and reviewing marketingntracts. It might be
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interesting to add steps of sales persons managemarsales management
framework when using them.

Gap 7. Strategic and operational integration of sas with other
marketing variables

Just like other marketing variables, sales havédointegrated into the
marketing mix. This is not an easy task and itmgartant to make clear
guidelines for this work as it is a critical asptcthe firm’s performance.

Gap 8: Collective sales forces and support

Opportunities for collective actions in sales aaea increasing due to short
marketing budgets. In some situations bundlingtswig is wanted by the
customer and then it is important to investigatg tpportunity.

Taking into account all the gaps in the above eacivill most likely
generate a positive outcome in the sales planmdgr@anagement.

The proposed framework will be formed as the figslews below: (Castro
& Neves, 2007, p.12)

Sales Planning and Sales Manager Sales Control
Organization Tasks
6. Conflict
1. Consumer Behaviour 9. Information and Management
Analysis Salesmen Clients
Critical Role Management 7. Sales Control
Integration with other and Audit
marketing variables 10. Recruiting and
Selection
2. Sales Forecast
Quota 11. Training and
Objectives Definition Motivation

3. Environmental analysis
Competitor Analysis

4. Sales Territory, Size
and Specialization

5. Governance Mode
Compensation Plan

!

Figure 11 Framework for Sales Planning and Management (C&shNeves, 2007, p.12)
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For the sales organization it is imperative tossirthe consumer behavior
analysis and the importance of defining the rolehef salespeople. In this
way the relationship between the firm and its g@eple is regulated at the
beginning of the process and an effort is madenticipate the side effects
of this choice. In order to strengthen the markgefforts it is also needed
to integrate the other marketing variables in ardimated way. (Castro &

Neves, 2007, p.12)

The second phase focuses on expected results divtiesc from the
salespeople and this phase is strongly alignetigcctitical role in step 1.
Furthermore, in addition to the competitor analystisp 3 may include a
PESTEL analysis such as the one in chapter 5.Risnthesis. In step 4 the
decisions is brought up to a territory level whegeh territory defines a
type of specialization and amount of salespeopleis Twork can be
facilitated by using optimization models when deéting the territories.
The decision to use sales persons or employedpealpke and the definition
of the remuneration plan is treated in step 5. &hgo decisions are
grouped together as they normally have a legal @dion. There is almost
never an optimal choice regarding these decisiamsii this step the
purpose is to minimize the possible side effed®asro & Neves, 2007,
p.12)

The second phase focus on the sales manager’sotéisk the information
between the local field (clients and sales peoped the central
management. But it also contains the responsilititind a way to acquire
and maintain skilled sales people. (Castro & Ne268y7, p.13)

Finally the third phase is a control phase whiclbudth deal with both
conflict management and control measurement. StgmPBodies aspects
such as multiple distribution channel conflicts atadritorial conflicts
among other very usual daily activities in salesaggement. Step 10 should
be closely aligned with the steps 1 (sales peagi,r3 (quotas definition)
and 5 (compensation) otherwise the sales planbailinconsistent. (Castro
& Neves, 2007, p.13)
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4.6 Sales Organization

Harvard Business Review has over the past 12 ymaséshed an annual

survey of chief sales officers to define key sa&tectiveness factors. These
studies are made by Barry Trailer and Jim Dick&tnpers at a research firm
specialized on how companies market, sell and geoservice to customers.
The purpose of the study is to identify and undergtthe challenges in a
sales organization and how they change over tirhe.strvey also aims at
finding out how sales leaders face these challeagdswhat actions yield

positive results. (Trailer & Dickie, 2006, p. 48)

One central conclusion in the study is that théirgglcontext is changing
across industries, buyers’ behavior is differerd #re work required of the
sales organization is becoming more complex anficdif. 85% of the
responding companies report a wider product ramgee complex products
and that they have increased their participationgw markets. In the same
time the ramp-up period to full productivity fomaw salesperson is getting
longer every year and may now take more than sewamhs. The given
quotas to every salesperson have also been rag@ticently meanwhile
the help in meeting their goals stays as beformil@r & Dickie, 2006, p.
48)

However, the last year's surveys have indicatecdiring percentage of
leads resulting in initial meetings, initial meegn leading to formal

presentations and presentations that ends upes.sHhis means that it now
takes more leads and more energy and work to gesdime amount of
closing deals. To explain these trends the autbbtke article have made
in-depth interviews with sales executives. One tified reason is the fast
development of internet which has shortened theebsijife-cycle. (Trailer

& Dickie, 2006, p. 49) Nowadays the customers amdl wformed and

possess certain knowledge about the company qrdukeict before the first
meeting with the sales person. This requires mbithe sales person who
needs to be prepared for advanced questions. e sases they are acting
to late, the customer has already made their cHmased on self collected
information. Another reason that the sales progiigthas gone down is the
changes in how buyers make decisions. Before, ¢hision was often made
by one person responsible for the deal but thelsrshows that this is about
to change. To move ahead, approval from commitegsultiple layers all

equally important to close the deal is needed. Tésult in longer sales
cycles and more number of sales calls not onlyneosame person but to
different people before the decisions are madail@rr& Dickie, 2006, p.
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50) When top sales managers were asked what kimehgybvement they
were focusing on in their sales process the listecaut as follows: (Trailer
& Dickie, 2006, p. 51)

1. Optimize lead-generation programs
2. Revise sales process
3. Align sales and marketing more closely

The generation of leads is by far the top prioiibgluding increasing
campaign response rate, improving the hit rate aking initial leads into
qualified prospects and making the most out ofdeatien generated. The
survey shows that the sales people spend about @0%eir time on
prospecting new leads. It also points out that l#sls tend to be more
gualified the bigger the total amount of leads dieen the selected leads
usually have shorter sales cycles, higher coniohatto profits, higher
customer-satisfaction ratings and fewer complicetioThis new selling
context implicates on how sales executives hi@ntrmanage and retain
their sales people. As mentioned before, the sadeple now needs to
provide more knowledge and expertise and sometim&g must even be
able to “unhook” some of what buyers believe thikgaaly know without
rejecting them. It is hard to find skilled peoplet fulfill these demands.
(Trailer & Dickie, 2006, p. 52) Their sales abilitggarding customer
relationship often follows a four-step progressiénom vendor that only
needs a good product or service to be able to teefpreferred seller and
then to consultant which needs a larger understgnfiir the customer’s
business. Further progression makes the sales mperscontributor that
needs to understand the customer’s industry arallyffino be a partner
requires understanding of the customer’s orgamimrati issues. When
having found those skilled persons, the challesgtoiretain them in the
company. The survey shows that many companies tiernidcrease their
sales forces, and that the experienced sales istadirgeted to hire. This
shows the importance of retaining the best sallentsain the company
otherwise they will be lost to another company. eg the experienced
sales people will generate advantages in percerdbgalesmen making
guotas, in higher average deal size and shorteageesales cycle. One way
to motivate the sales force is to build up compeosgrograms, another is
to provide administration people so the sales pmrsman focus on the
relations and the sales. (Trailer & Dickie, 200658)
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4.7 Customer Buying Behavior

To understand the customer behavior is undeniabportant when setting
out to develop a sales process targeting justdihstomer. The knowledge
of the buying process and driving force of a cuspimelps to conceive a
well balanced offer to the customer and ultimatelymprove sales figures.
Much literature on this subject handles the casecaisumer buying
behavior and thus is not very useful for the scofpthis thesis. However in
the following chapter the focus is solely on orgational buying behavior.

The main difference between consumer buying androzgtional buying,
meaning B2B, is that psychological and emotiongkats should not apply
for the latter. However, since organizational bsyierfact are human, these
factors can not be totally ignored. Neither shdtkely stand in the center of
the analysis. The main similarity between consumed organizational
buyer behavior is that they both in an obvious wapgresent a need-
satisfying process. The need is expressed in anfulyehavior and this
behavior is important to understand to be abletmfattractive offers to the
targeted customers. (Lancaster & Reynolds, 20042).

The organizational buyer is most likely to haveagreechnical as well as
commercial knowledge and thus could be viewed ta b@ugher customer
than the average consumer. Furthermore, the omg@omal purchaser has to
take into account the budgetary and commerciatests of the organization
or companies represented, and also look at thstiogirerequisites of the
purchase. This combined gives the organizationachaser narrower
constraints when conducting a purchase than a omrsumost often, is put
under. (Lancaster & Reynolds, 2004, p. 73)

There are mainly three types of situations thatwoizational buying can be
split into, namelyindustrial buying buying for resaleand institutional
buying Industrial buyingmeans a company buying products to use in the
enhancement of their own products either by lettimg bought products
serve as part systems in the main product or mgukie bought products in
the production of the main productBuying for resalemeans buying
products, to mark them up and then redistributimgnt andinstitutional
buyingis made by governmental institutions. (LancastéR&ynolds, 2004,

p. 71f)

Figure 12 proposes a model for the organizationatchmsing decision
process. It is important to note that industriaydns often investigate the
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supplier company quite rigorously before placing first order. This is
done to make sure that the supplier can delivergumity and quantity
promised and also to avoid winding up in businegh & company with a
shady or sometimes even illegal background. (Laec#&s Reynolds, 2004,

p. 73f)

Problem recognition

v

Need description

v

Product specification

v

Supplier search

v

Supplier selection

v

Purchasing routine specification

v

Performance review

Figure 12 The organizational purchasing decision procesanghster & Reynolds, 2004)

Even though it can be established that organizaltibonying behavior is
scientific, the effect of marketing efforts canlo@ ruled out. The individual
purchasers of a company can be, and are, subjecaiteting efforts from
current and potential suppliers. Apart from thisrthare reference groups
within companies affecting purchases in differergtyse It is critical for
marketers to locate powerful buyers of a compangesthese tend to have
more direct say in purchasing decisions at the tngm stage. The
powerful buyers are not necessarily the persortsatteamost important in a
company. Instead the powerful buyers can be locdted in the
organization but hold one of the following five pembases: (Lancaster &
Reynolds, 2004, p. 75f)

1. Reward Ability to provide monetary, social, political or
psychological rewards to others for compliance.

58



Successful Penetration of Emerging Markets

2. Coercive Ability to withhold monetary payments or other
punishments for non-compliance.

3. Attraction Ability to elicit compliance from other because yHike
you.

4. Expert Ability to elicit compliance because of actual m@puted
technical expertise.

5. Status Compliance from the ability derived from a legitte
position of power in a company.

In companies, often a purchase decision is a refaltteam effort. Webster
and Wind (1972) have tried to structure the différeoles within the
decision-making unin the following way.

» Gatekeeperscontrol the flow of information to and from theqpde
who buy.

» Usersare the people who use the products. In some caegpand
situations these people are involved in the deciprocess.

» Decidersare the ones who actually make the buying decidiost
often this is the buyer but in some situationsait be the specifier or
the accountant.

* Buyersare people who have authority to make buying datss

* Influencers have the possibility to affect the decision infeliént
ways.

These roles are sometimes occupied by differenplpeand sometimes
some of the roles are occupied by the same pefsancaster & Reynolds,
2004, p. 80)

4.8 Relationship Marketing

Relations have always been a part of businessriiitthe late 1970’s and
1980’s the effect of relations were left untoucHed the academia and
theoretical frameworks. In the late 1970’'s thoughe status of the
marketing mix as the only and omnipotent theoryewplaining marketing

phenomena was questioned and the theory of refiprmarketing was
formed. In the beginning of the 1980’s Gummess@&9%] p. 76) started his
work in this area and found that the concepts latticmship, networks and
interaction were almost non-existent in the conteragy marketing

literature. This was a fact even though the corceydre widely used in
practice. In the mid 1990’s the move towards refethip marketing from
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transition-based business was praised as a paratigtrin theory as well
as in the practice of marketing. (O*‘Malley, 20031@5)

Different literature concerning relationship markgtessentially has four
common features. First of all, both sellers andepsiyare active in the
relationship at hand. This is imperative to makee ghat both parties are
satisfied in the relationship and the satisfactisnfundamental in its
importance for relationship marketing. Second, atimlition between
transactions and relationships are made. A traiogads a one time
exchange with no history and no future as opposedrelationship that is a
long term commitment to the counterpart. Third,réhis an understanding
of deepened trust and commitment as a direct coeseg of relationship
building between buyers and sellers. Last but eastl different literature
agrees that relationships develop and change awer, something that is
referred to as the relationship life-cycle. Thesfferkent stages of a
relationship all require a different strategy to desalt with in an optimal
way. (O’Malley, 2003, pp. 126f)

4.8.1 Interaction

Most academic research performed on this subjeaturs to the conclusion
that relationships develop between people andthigatelationships develop
as a result of personal interaction. The servigeeegnce of a customer can
be split into two different areas namelyechnical qualityand Functional
guality. The technical quality refers to the core prodarcservice delivered
by the seller and the functional quality referfitov the service is delivered.
More and more companies develop products thatfaseceptable technical
quality which means that organizations more andentend to compete in
the area of functional quality. Research made @& dhea suggests that a
company is more likely to exceed customers expecttbased on the
functional quality of a service rather than thehtgcal quality. This
conclusion has lead many organizations to focusaning, rewarding and
empowerment of their employees as a means to imptiog customers’
interaction experience. (O’Malley, 2003, p. 128)

4.8.2 The Distinction between Transactions and
Relationships

According to O’Malley (2003, p. 129) a transactioan be defined as:
“...the exchange of money for an easily measured amhtyn Thus the
identities of the actors are unimportant; indeeldeyt must be ignored or
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else relations creep in."The relational view, on the other hand, crystali
the identity of the “actors” and takes into accotmir history and the
possibility of future exchange. According to the rkating strategy
continuum presented in figure 13, relationship retirg increases in
appropriateness as the focus moves from left tat.rig0’Malley, 2003, p.
129)

Transaction marketing Relationship marketing

I 00 |
Consumer Consumer Industrial Services
packaged durables marketing marketing
goods

Figure 13 The marketing strategy continuum. (O'Malley, 2003

Much of the management focus has shifted from ridwesactional product-
based view to the total customer-perceived qualitiong term relations.
The relationship marketing concept is tightly costed to the concept of
Service Management where the latter concept ofidrsoader view on the
term of service. (Grénroos, 1994, p. 5)

The model suggests that industrial marketing isable for a relationship
marketing approach however less suitable than mvices marketing. This
has been questioned as extended interpersonal ctordae of utmost
importance in almost every industrial market toilfeate a successful
exchange given the complex nature of most indugirizducts. (O’Malley,
2003, p. 129)

4.8.3 Trust and Commitment

Relationships are often defined by three key elésmémist, commitment
and the bonds that uphold the relationship. (O’®glR003, p. 130)

Trust is imperative to maintain a relationship. kagv a business
relationship without trust makes exchange very hardachieve. This is
common knowledge and much research is conductetlisnarea, but to
understand trust though, remains difficult. Trustcwors between an
individual or organization and another individuatganization or a quality
symbol or brand. In an attempt to simplify whatstris O’Malley (2003, p.
131) states;...we will engage in market exchanges when we tfiedy on
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or have confidence in) the word of an individualyamization or brand.”
Trust strengthens or weakens with every single mspee and thus it is
important to constantly build and extend trust tigiwout a relationship life-
cycle. (O’Malley, 2003, p. 131)

Commitment is central to any given relationship. fact, without
commitment a relationship is very likely to degexter and vanish.
Sometimes one partner in a relationship deliberateadses to commit in an
attempt to end the relationship and the other paris not aware of the
problems. This can depend on the fact that thetioakhip has been
institutionalized as a result of static approacteghe relationship itself
where no routines or processes are questioned theoeigh they may very
well be obsolete. (O’'Malley, 2003, p. 132) Relasibips are, according to
O’Malley (2003, p. 132), developed through intei@ct cooperation and
communication and it is the degree of communicatind cooperation that
decides to which extent the parties are committed.

Different kinds of bonds always exist in a relaship. These bonds tend to
be varying in importance depending on what kindrelationship they
concern. Generally there are two different typesbohds, social and
structural. Social bonds are built on personahfighip and these bonds just
as relationships in general evolve over time thhoumgteraction. Social
bonds are believed to be important when it comesctept service failure
and to strengthen the will to resolve businesslmaf Thus, social bonds
can be said to develop loyalty to a company. Strattbonds evolve as a
consequence of technology, knowledge, legal or @mon elements. As
companies get intertwined by increased businesssarndices to each other
structural bonds evolve. In this situation one yartay find itself in a
position where the change of supplier would be \eamplicated and thus
too costly to follow through. Legal and economiantle are built on the
foundation of contracts and legal agreements. Tdirdbe signing of these
agreements customers can be locked in for a spegriod of time. Even
though structural bonds can be proven to be impbfta the building and
retaining of a good relationship they can not besneed to the importance
of social bonds that tend to generate more posgiwetions towards the
service provider. (O’'Malley, 2003, p. 132f)

4.8.4 The Relationship Lifecycle

Many researchers have set out to map the stagésisifiess-to-business
relationships and most of them have at least somiéas features. These are
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that the parties in a relationship always assess lénefits and the
drawbacks of a deepened relation to the counterphe parties then move
from transactional towards a relational cooperatianprocess that is
supported by ever increasing trust. The increasingt is a premise for
relationships to evolve since the commitment telation puts the parties in
vulnerable positions to one another. (O’Malley, 200. 133)

Another important aspect of a relationship is wihatferred to as attraction.
Attraction measures how appealing a company fingstantial partner to
be in terms of ability to provide financial bensfitaccess to important
resources and to what extent the companies arallyo@ompatible.
Generally reduction of risk is the most powerfukentive to seek a
relationship. This results in the fact that compartend to be very willing
to develop relations to the providers that suppby kequipment or
knowledge. Personal contacts are used to oil thehmery of cooperation
and these personal relationships are often lonmg;teght and often involve
complex social patterns. (O’'Malley, 2003, p. 133)

The experience of many corporate leaders is tladityds not as simple as
theory. Of course, relationships are not guarantegarosper as long as a
few theoretical rules are applied. Instead, refsiiops are constantly
challenged by competitors to either party and asbject to the ever
changing prerequisites of the macro environmeriMéDey, 2003, p. 134)

4.9 Summary

Before moving on, a short summary of the theorkficanework will be
given to the reader. In order to cover our purpagmerous theories have
been used. As presented in our model several diffeareas influence a
successful penetration on an emerging market. Tprawe this process
combined actions are needed in all areas as tleglasely dependent on
each other. Many theories cover more than oneeopérts in our model for
theoretical approach and are therefore useful irentttan one area. Before
this, figure 14 presenting a model first presernitedhapter 2.2, on which
our approach is built will be reviewed.
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Market
Managing Cultural Context Managing
& Leading & Leading
Sales
Approach

Figure 14 The methodological framework

Target Market
The following theoretical chapters regard the arfetargeting a market:

* 4.2 What Are Emerging Markets
* 4.3 Entering Emerging Markets
* 4.4 Market Planning

These theories give the reader an understandinthefmarket forces
reigning on an emerging market. This understandsigmperative to
comprehend the following analysis of the identifigdblems.

Sales Approach
The following theoretical chapters regard the afesales approach:

e 4.7 Customer Buying Behavior
* 4.8 Relationship Marketing

These theories do not apply specifically for enmggmarkets but instead
try to describe the buyer behavior and relationarof given market place.
There are currently no theories regarding thesgestsbtargeting emerging
markets and this fact is what makes this thesev ait.
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Managing & Leading
The following theoretical chapters regard the @rezanaging and leading:

* 4.5 Sales Planning and Management
* 4.6 Sales Organization

Just as for the theories on sales approach theswidh do not apply
specifically for emerging markets but instead fay anarket in the world.
The reason for us choosing these theories anywathassame as for
choosing the theories chosen in sales approach.

Cultural Context

Several of the theories processed in this chapeal avith concerns

regarding cultural differences and all aspects ndigg this is included

continuously in the analysis instead of in a chaptets own. It is important

to still have in mind that the cultural contextao€ountry is impossible or at
least nearly impossible, to change and thus laynditve ground rules after
which the game has to be played.
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5 The Current Situation

This chapter gives the reader insight into the prvg circumstances of
the EFU markets in general and the Vietham markeparticular. The

information on the Vietham market is structuredading to the PESTEL
framework to give the reader a good overview ofrttegket setting on the
industrial market. The chapter also provides infatibn on the nine
different sales companies across the world withctvhnitial interviews

where performed. The last three sections presenirttormation gathered
during the field study in Vietnam and thus représdse most important
base for the following analysis.

5.1 Sales Companies in Emerging Markets

When conducting this thesis the main focus has badahe Vietnam market.
However a study has also been made on several Aifal sales companies
on emerging markets around the world. The objeabivéhese interviews
was to get a broader knowledge about the subjetbarable to find similar
issues and activities on the different markets. thesen companies are
presented in table 3 below.

Time
Nbr EFU spent
Country sales reps | on EFU [Contact |Date
Czech Republic |1 person 100% [Vachova |2008-06-26
Slovakia 1 person 50% [Vachova |2008-06-26
Hungary* 1 person 30% [Vachova |2008-06-26
Taiwan 1 person 100% |Yeh 2008-06-27
Russia 1 person 50% |Butsalov |2008-06-30
Philippines 1 person 10-15 % [Tan 2008-06-30
Turkey 2 persons 180% (Uzman 2008-06-30
Indonesia 1 person 100% |Danus 2008-06-30
Romania 1 person 20% [Lazar 2008-06-30
Brazil 2 persons 200% |Cecchetti |2008-07-07
Chile 1 person 30% |David 2008-07-10
Peru** 1 person 30% [David 2008-07-10
Vietham 1 person 100% [Nguyen, L |2008-08-14

Table 3 A table of all interviewed countries.

* Czech Rebublic, Slovakia and Hungary have org gales company named central Europe

** Peru belongs to the Chile office
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5.1.1 Target Market

The opinion about the segment of EFU is that ittams many different
markets and the size of each of them is small. (Y&80627) The market
sometimes feels limited and the products are netiapzed for the segment.
(Danus, 080630) EFU customers are very diversenaed many different
products and some of these products are not inAtfze Laval portfolio.
(Danus, 080630) In big countries with scatteratugtries it is hard to have
the time and resources to give the customers ttentain they need.
(Cecchetti. 080707)

In Russia the sales persons tried to study andrstashel the market and
then started to find partners and projects. (Batgad80627) On the other
hand in Turkey they started with a niche markebigsecovery and then
continued finding new customers from there. (Uzm@80630) A third
example is the market in Indonesia where the gadeson at first found a
distributor and then mapped the segment on a kegke. (Danus, 080630)
Finally in Taiwan they have not found the EFU manketential yet and do
not know how to do it. (Yeh, 080627)

A market analysis or figures and statistics regaydiow many PHE sold in
the country or which industries are growing wouldprove the sales
person’s work. (Yeh, 080627), (Tan, 080630) In 2@6@65sales company for
central Europe got a market analysis from Swedistdd Council and this
report had a very positive effect on the salescfidaa, 080626)

In Taiwan it takes up to six months for a salesperto get familiar with
the company and the products, 1-2 years to leawntghe applications and
after 3-5 years a sales person is well informeduillee market and the
industry. (Yeh, 080627)

In many of the sales companies the sales persgmsioa is that training
and a better knowledge in especially applicationsild/improve the sales.
(Danus, 080630; Cecchetti 080707; David, 080710)dtuld be great to
have more technical courses for newcomers. Itde ahportant to find a
person with both sales skills and a technical bemkgd when hiring new
employees. There is a lack of monthly updates enhmnaddition to existing
education and catalogues and improved sales toolddwhelp the sales
person in the sales process. (Yeh, 080627)
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It is hard to compete with companies that have loeethe market for a very
long time as they already have good relations aodtacts with the

customers. (Butsalov, 080627) Furthermore thera &rong competition
from low cost companies in China, the good-enouginkef is large. (Tan,

080630) Many international companies especiallyAB@an companies try
to get in to the market and it becomes more anceroballenging to be a
premium brand. (Yeh, 080627) Price competivenesscampetition from

local firms is a big challenge for Alfa Laval. (Uam, 080630)

5.1.2 Sales Approach

The sales procedure varies between the differdas sampanies. In many
of the interviewed companies the most common slasnels are through
distributors, system builders or contractors. Thithe case in Brazil, Russia
and Central Europe among others. (Cecchetti, 080BQ%&alov, 080627;
Vachova, 080626) In Peru they only have directssatdhe moment as they
have problems finding a good sales channel. (DaOBD710) To sell
directly to end-users is also frequent when sellvigple systems. (Yeh,
080627; Tan, 080630) In Romania the market is vamature but they are
trying to focus on approaching end-users and coiara (Lazar, 080630)
Chile sometimes uses complementary products’ corepans a sales
channel in addition to the above mentioned channelshis specific case
they sell through Tetra Pak. (David, 080710)

Support | Pay- | References | Environ-
Brand & Quality DSE) baZk & Success mental Local
Reputation . . . Resources

Service | Time stories Aspects

Czechia X X

Slovakia X X

Hungary X X

Taiwan X X X X

Russia X X

Philippines X

Turkey X X

Indonesia X X

Romania X X

Brazil X X X X

Chile X X X

Peru X X X

Table 4 Common selling points for sales companies in emgrgarkets

2 Refers to companies manufacturing equipment ttett the customers’ demands, and
nothing more.
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As seen in table 4 above the most regular sellmigte on the investigated
markets are brand and reputation. Confidence i Wigsh on Scandinavian
brand and they convey quality and honesty. (La@80630) All of the
countries that mention brand as an important geliaint also apprehend
that the brand recognition is good in their couniriie perception is a bit
better on the PHE market than for separators. (080630)

Apart from these arguments support and serviceriegived as very good at
Alfa Laval as they, thanks to an efficient datateyg can reply on technical
questions in minutes when competitors sometimesdsegays. (Tan,
080630) Payback time is another sales argument, sbuatetimes the
customers have a very short focus and do not wamvest in something
that does not immediately improve the effect. (@etit, 080707)
References were also mentioned as an importansé&king factor. There
are not that many references available for the B&@giment at present but it
would be helpful to have success stories that sivbat sort of customer
buys the products on other emerging markets tobbeta target the same
type. (Tan, 080630) A case story is also efficiemtshow for potential
customers to convince them in a selling situatidachova, 080626) In
Brazil success stories is already in use. Theseotigh presentations of
products, applications and offers are based on gast and are shown to
potential customers followed by a visit in the tagtto look at potential
Alfa Laval applications. This method has worked gaty well and has
generated more sales. (Cecchetti, 080707)

Regarding the environmental concerns the interveswieom Brazil, Chile

and Peru mention this as a selling point whilsTawan it is not regarded
as a positive aspect, the environmental awarengsgsot completely

developed yet but may be in the future. (Tan, 08)83n an emerging
market it is not always possible to get subsidiseets if they keep a good
environmental focus. (Vachova, 080626)

5.1.3 Managing & Leading

It is hard to find and keep qualified sales peoatsl the management
oversee the issues. For a sales person not wodd@g% for EFU the
challenge is to know what to focus on and normaityre efforts are made
for the other segments. (Uzman, 080630; Yeh, 08062¢chetti, 080707).
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When the sales company in central Europe got aifok EFU person the
sales improved immediately. (Vachova, 080626)

The central management have not made visits tedhes companies in a
very long time and the distance is perceived agdoaway by many of the
interviewees. (Yeh, 080627; Danus, 080630; Uzm&aee0)

Organizational structure is another common prollethe sales companies
around the world. The strategies are too local thede is no collaboration
between the countries to enable them to learn femoh other. (Yeh,

080627) All sales companies are in need of helmfoentral management
to define the right strategy for EFU. (Uzman, 08063

5.2 Vietnam Industrial Market

Vietnam is the case country of this thesis, andctiveent situation as well
as historical development of the country is of im@oce to understand. In
this chapter we try to give the reader the backgiouwecessary to
understand the reasoning and conclusions made ienth of the thesis.

5.2.1 Political Situation

Vietnam has a troubled past with a lot of politicadtability and conflicts.

In 1885 Vietham was recognized as a French colodyitaemained so until
1954, when the French lost the battle of Dien B#w. The battle stood
after an eight year long gerilla war against ViahMlead by Ho Chi Minh.

After some political hassle on an internationalelethe Vietnam War

(called the American War in Vietnam) broke out 61. USA left Vietham

in 1973 but the war continued between North Vietfidh and South

Vietnam until 1975. The year after, the two parfstiee country were

officially reunited and the Socialist Republic ofetham was founded. In
1976 the North Vietnamese model was introducedhénentire country and
a planned economy was expected to derive a fastlagmwent of the

economy. However, the country wound up in a deeygearisis which was
turned around in 1986 when the change policgafmoiwas founded. The
introduction of doi moi meant that the country ased a market oriented
economy, that in the long run, lead to change & ldgal as well as the
administrative sector. (Thaning, 2008, p. 2f)
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Between 1979 and 1989 Vietnam occupied parts of iodm where the
Red Khmers reigned. China took Cambodia’s party\detham was cut off
from the outside world. When Vietnam left Cambodia1989 a long
isolation of Vietham was resolved and Vietham wikested into ASEAN
(Association of South East Asian Nations) in 19880 years after the
American-led aid boycott was eased (WWT, p. 13hafiing, 2008, p. 3)

During the 1990’s Vietnam opened up to the resthef world and the
economic situation was stabilized at the same #mthe growth rate picked
up. The general standard of the Vietnamese peasie and the political
scope was widened, but still today Vietham is ryrthe communist party
that is the only allowed party in the country. (fhn, 2008, p. 3)

In 2007 Vietnam became a member of WTO (World Tr&dganization)
and during 2008-2009 Vietnam enjoys a non permapkde in the UN
Security Council. Today the diplomatic relationstvieen Vietnam and
USA has a central place in Vietham’s foreign pokayrk, something that is
emphasized by the fact that USA is Vietham’s larrgeternational trade
partner. EU is the second largest trade partner &fSA and especially
France and Germany has an important role in theldpment of Vietham.
Apart from these countries Vietnam has strong cotimes to Japan, Russia
and Eastern Europe. (Thaning, 2008, p. 3f)

From the introduction of doi moi in 1986, Ho Chimi adopted a growth
promotional policy that stood in contrast to therkist-Leninist ideology,
previously run by the communist reign. The new glirees has allowed an
economical growth and the general poverty has dserk dramatically. In
the same time the political space has grown anativegopinions against
the government are more common but it is still talio question the
position of the communist party. It is increasinggmmon with differences
of opinions within the party where different framts appear to exist. This
may be seen as an embryo of a multi-party systednsame experts claim
that the political rule of Vietham is more pluréilisthan the systems in
many other South East Asian countries. The ecorainddferences in
Vietham are ever increasing, but this problem ignidied by the
government that is actively trying to prevent tthésselopment. Corruption is
a big issue in Vietnam, but in 2005 a progressig eorruption law was
passed and the last few years, Viethamese medieepaged openly about
corruption scandals. Sweden assists Vietham inatite corruption work
with expertise. However, there are still a lot ®done to prevent corruption
in Vietnam. (Thaning, 2008, p. 4f)
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Vietnam’s Relation to Sweden

In 1969 Sweden was the first country to establigitochatic relations to
Vietnam. Ever since then Sweden and Vietnam has &adpecial
relationship, something Swedish companies enjoysattvantages of today.
The Swedish export to Vietham however, is relagiva@nall. In 2007 the
export amounted to 1180 MSEK, an increase of 15%pewed to 2006.
The export was mainly comprised of engineering nmed) chemical
products, paper and pulp, telecommunications ecgemprand energy and
transport equipment. There is a potential for Sekediexport and
investments in, among other areas, equipment fpempand pulp, heating
and cooling, energy and distribution. There areraxamately 60 Swedish
companies in Vietham among them: Comvik, Erics&fiactrolux, SAAB,
Tetra Pak, Alfa Laval, Atlas Copco, SKF and IKEASBA is one of
Vietnam’s largest net export companies employinguals0 000 people
direct and 180 000 people through subcontractdng. durrent strategy of
the Swedish development assistance is to, in amogmentally sustainable
way, reduce poverty, promote openness and demoaratyo develop the
respect for human rights. (Swedish Trade Coun8i0625; Thaning, 2008,

p. 7f)

5.2.2 Economical Situation

The economic growth rate of Vietham has been trelmes and one of the
highest in the world since the beginning of the @89The last few years
the growth rate has been around 8% (see figuravihiigh has contributed to
the fast poverty decrease dramatically. Exportgus®d the most important
actuation but the domestic market is also stariingrow fast. The public
sector accounts for 40% of GDP but lately investimdrom companies
with foreign interests have expanded heavily. A¢ thN Conference on
Trade and Development, multinationals where askieeravthey planned to
invest the coming two years, and as the only S&ait- Asian country in a
top ten placing Vietnam was found at number sixRHEZ008, p. 4). In 2000,
a corporate law was passed that started off a bimothe expansion of
domestic privately owned companies. Most often éhesmpanies are
owned by politically influential persons. (SwediBfade Council, 080625)
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Figure 15The GDP growth of Vietnam. (HFR, 2008)

The steep economic growth does however, have sostressing effects.

The economy is in imbalance which is shown by 8ok lof educated people
and an overheated stock and real estate market, ¥istham was suffering
from a troublesome inflation of 8,3% in averageinyr2007. Food prices
increased by 30% during 2007 and at the same titaerdal estate and
building supply prices went up. Vietham has to hartke rising inflation at

the same time as trying to continue the positiendrin the economic
growth. This is not an easy task and the inflatiogether with a heavily

increased trade deficit and the financial worri€é2008, causes some to
anticipate an upcoming financial crisis. (Thanigg08, p. 5)

The recent financial instability in the U.S. wilfgbably result in limited
direct impact on the Vietnam financial market. heould however, be
indirect affects and these effects could be pasiés well as negative. The
investors fleeing the U.S. market can focus on gmgrmarkets such as
Vietnam seeking high return rates. They could alswve to turn against the
emerging markets as they often do in times of tukkni@tely a lot has
pointed in the direction of the latter alternati¢@inh et. al, 2008, p. 1)

Despite the generally positive economical trends tenchmark of
Vietnam’s stock market, the VN Index, has falle®®b8ince January 2008
until July 2008 making it the world’s worst perfoemamong 90 key
indexes tracked by Bloomberg. (Giang, 2008-07-08)February 2008,
Vietnam was faced with a setback to the econonsitation of the country,
when a financial crisis emerged. The high amouribadign investment has
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created a trade deficit and pushed the inflatiom tourrent level of 30%.
(Runeberg, 080826)

Since 2003 until 2008, the price of oil has tripketd the prices of non-all
commodities have doubled. This does not seem ta beef tendency but
rather a rooted trend and so Vietham has to adpghe situation. As
Vietnam is a net exporter of food, particularly o€e which is one
commodity that has experienced a larger price rtise others, and the
country imports about the same amount of gasobnié eéxports crude oil, it
should gain from higher prices. However, as a tesllgeographical and
social differences this becomes a double-edgedtiQneOne scenario is
that the farm-gate price of rice will go up by 1%,%nd the retail price by
11,2%. This will lead to a welfare increase by 4,8% average for a
household and by 6,3% for a rural household buthatsame time 51%
percent of all households and 86% of urban houssharle worse off should
the scenario come true. (Dinh et. al, 2008, p. 1ff)

Vietnam does not yet enjoy a market economy statu&U, but the
transition from a planned economy has come far. grioeess is underway
and a few of the important events in this work nélgeare the government’s
recognition of the importance of the domestic pevaector and their
positive position on international integration. Aibdb5% of the citizens
work in agriculture, a sector that accounts for 2% GDP. Industry
accounts for 41% of GDP, with a growth of about 1$§éarly the last few
years. Manufacturing in the public as well as thiegbe sector is capital-
intensive and the manufacturing industry is congariso 42% of foreign
companies, 31% of publically owned companies anélo 23f privately
owned domestic companies. The selling of public ganfes continues and
the ones that are kept publically are in the pre@#squitization, meaning
they are starting to be run on commercial termshébeginning of 2008
there were 2000 publically owned companies as aggpés 5500 in 2001.
Still, bureaucracy is extensive and favours pubiicawned companies
even if some measures are taken to ease this. (Swédade Council,
080625; Thaning, 2008, p. 6)

The banking sector of Vietnam is currently undewestigation and
development. Today the banks are focused on supgadttie publically
owned companies, but this is about to change. Apart the governmental
banks there are several privately owned banks. eTte® however,
relatively small and the business of the intermatidbanks is limited by
legislation. (Thaning, 2008, p. 6)
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The import into Vietnam is ever increasing and @2 the imports grew by
39,4%. The import of steel grew by 74% and compaied electronics
components by 45%. The growth in intermediate gsuah as material for
garments and footwear, chemical products and plastterials was 41%.
Foreign-invested companies accounted for 30% ofdta import and their
import of machinery and equipment increased by 5@&J%#nh et. al, 2008, p.
7)

Vietnam has positioned itself as the market leadea few areas lately,
among them the export of: coffee, pepper, fishsrellfish, clothing, textile,
shoes and leather. As the general educational Isvgbod and the labour
costs are low, the supply of skilled workers, hogrerg low. Also, Vietham

has problems with the lack of knowledge of marlegtd an underdeveloped
quality focus. (Thaning, 2008, p. 6f)

5.2.3 Social Situation

The quality of life has improved significantly ftre citizens of Vietnam the
last few years. The larger cities have receiveda@vering hand from the
government retaining the colonial charm once sigaift for the cities of

Vietnam. However, increasing traffic and constractiwork is starting to

put their marks on the urban areas. The governmantheaved money at
the public services, and still public debt is ateaceptable 43% of GDP.
(HFR, 2008, p. 4)

Just as in China, that a few years ago went throlglsame transformation
as Vietnam is currently experiencing, the effed¢tthe market-based reform
is somewhat delayed. On the other hand, now, wihendgtart to kick in, the

poverty-reducing growth is rapid and the previauwgestments start paying
off (see figure 16). The World Bank is very sassfiwith the market-

oriented reform that has been underway in Vietnamesthe late 1980’s
and has claimed that Vietnam is a paragon in thissition. Vietnam is also
successful in following the Millennium Developme@bals which is the

anti-poverty blueprint of UN. Furthermore, the nwenlof households with

electricity has been doubled since the early 1990d currently are at a
level of 94%. (HFR, 2008, p. 4)

Vietnam has come far in reducing poverty since tharket-economy
campaign started, but a study in 2006 by the Viagse Academy of Social
Sciences points to a large challenge ahead. Thady sshows that the
continuing of this reduction will require higherogvth rates than has been

76



Successful Penetration of Emerging Markets

the case so far. This is because the people thatdrassed the poverty line
so far are ones that did not have very far to gmfthe beginning, leaving
those well below the line far behind. (HFR, 20084 )
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Figure 16 The poverty of Vietnam is decreasing at a fast p@c&/G, 2008)

The concerns of the Viethamese Academy of Soci@n8es stands in
contrast to the findings of Ajay Chhibber (2008) tountry director of the
World Bank in Vietham, who has a more positive viefvthe situation.
Chhibber claims that the depth of poverty, whensuead as the number of
people that are far from the poverty line (e.g.tthee very poor), is
declining at a rapid pace. This implies that eoliopeople can be expected to
escape poverty in the near future. Chhibber's r@agos backed up by the
Gini coefficient, a measure of income inequalityatt only has increased
from 0,34 to 0,36 in 2006. This increase is lowsnt in other emerging
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economies and entails that the entire people aindia gets affected by the
positive effects of the growing economy. On theeothand, there are some
people claiming that the Gini coefficient is limdtéen credibility since it may
be stabilized by a large number of people parke@nnever-increasing
middle class. This means that the two extremesyéng wealthy and the
very poor, are neutralized and so the governmeXiaiham has to focus on
these two extremes when analyzing the social dgugthte of the country.
(Chhibber, 2008; TWG, 2008, p. 6)

The large majority of economic development is com@ed to the urban

areas with Ho Chi Minh-city and Hanoi as the twosmionportant clusters.

Vietnam is divided into 64 provinces and the ryoait of these has not been
affected in a positive way to such large extenthesurban areas. Public
investing is divided evenly but this has not beaonugh to outweigh the

massive investments from the private sector in mhetropolis areas.

However, even if the poverty is lower in the urkmeas — approximately
4% in 2006 — the rural areas have not entirely He@nout. Since 1993,

when two-thirds of the rural population was consedepoor, the decline of

this number has been massive, and today one-fiftheopopulation in these

areas is considered poor. (Thaning, 2008, p. 6jiben, 2008)

According to TNS, a market-research firm, one-tlofdthe people in the
“deep rural” zones have mobile phones, and mone tir@e out of ten rural
homes have a cooker and a television set. Thist,pagtording to Ralf

Matthaes who is the boss of TNS in Vietnam, to ttledre must be
something wrong with the numbers of the World Baaying that the

national income per person is only $3,300. He cots by saying that the
explanation could be the old tradition in Vietnamhide income from the
government. Up until the year 2000 when the lawt #ibbwed privately

owned businesses was passed many families ran -busioesses and
consequently had to hide their incomes. (TWG, 2@08)

Chhibber (2008) argues there are mainly three fadéading to the success
of Vietham in economic growth; literacy, trade amdrastructure. The

literacy improvement work started as early as 1848 continued through
to present day, and today the literacy level 9%, which is higher than
both India and China. (Chhibber, 2008)

Today almost every child attends primary schoolriggy to read and write
as a minimum and nearly two-thirds continue schoan upper secondary
level. The health sector is under developmentgisiom a low baseThe
Lancet a medical journal recently conducted a study shgwthat
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approximately one-third of every child under fiveays is below the
expected height as a result of under nutrition.pDeghis a welfare system
similar to European ones is slowly starting to famVietnam. In 2003, the
government decided to extend the social-securitstesy to inure also
private-sector workers and not only, as previouskate employees. To
complement this system a national unemploymentramse scheme is
underway to start during next year. (HFR, 2008};af'WG, 2008, p. 6)

5.2.4 Technological Situation

Margins are sinking in many electronics segments sm OEMs of these
segments naturally are looking to find a low-costurdry to place
manufacturing. Vietnam has risen as an alternativéhis quest, but as
everything else it has its’ downsides as well asidgs. On the upside you
find the low labour costs and the fact the highcadled people are very
skilled, speak good English and on top of this they eager to learn what
they do not already know. On the downside on theerohand there is a
skilled labour shortage. This shortage of highluaaed people in addition
to rising wages could discourage companies to inveshe country. The
turnover rate is as high as 40% on highly educatetirnationalized
Vietnamese people. These skilled people can dahbele salary every six
months to a year by constantly changing employeusT retaining staff is a
big issue in Vietnam. Jason Craft, managing direcfoSpartronics has
solved this problem by being the only westerneth@ plant. By keeping
Vietnamese people in managing positions all worlieed they have a
chance of advancing within the company. He consnloe saying:You'd
better know what motivates and drives them so woucceate benefits and
retain them.”, and claims that an important feature for Vietnseneorkers
Is to keep learning. If Viethnamese engineers lagktang in their education
they make up for it with a thirst for knowledge ofperts, 2008, p. 22)

The entrance of transnational companies (TNC) iethdm could prove a
way to develop the technological knowledge of Véetese workers and
engineers. However, this development demands hieabaisiness moved to
Vietnam is somewhat advanced, but this is mosnhafiat the case. Instead
the factories set up are reproduction factoriemgusnature technology,
which means that the knowledge contribution to dbenestic engineers is
slim. Furthermore, the training received is notechnical fields, but instead
in labour management. This leads to limited or mpegience enhancing
changes in the local workforce. Another way of ioying the local

technology knowledge is by knowledge spill overmhtcal firms through
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supplier relations. This does, however, demand thate is a linkage
between the TNCs and the local firms which is nmtmmally the case and
thus, the knowledge sharing stays limited. (VinaD&, p. 1480)

Industrial upgrading do not always equal increapeafits since you not
only have to develop a new way of doing things &ab have to capitalize
on that in a competitive market. This means thdtallocompanies try to
evolve into more advanced and complex productspancesses at the same
time as trying to climb in the value chain. Instesoime companies follow a
‘downgrading’ strategy, meaning they are seekingnemies of scale as
subcontractors. There are for certain some exangdléouth East Asian
companies, preferably from South Korea, Hong Kond @aiwan, which
has succeeded in advancing in the value chain @& to ODM or even
OBM, but these examples are few. Luckily, thereaher ways to achieve
a profitable business than this value chain cliMany firms in the Asian
emerging economies have chosen to focus on pr@hacprocess upgrades
while staying put in the role as subcontractortge TNCs. (Vind, 2008, p.
1482)

The segmentation of the electronics industry inHeeChi Minh region is

very clear. One part of the industry is domestid pint venture companies
that works with assembly of consumer electronics tfte Vietnamese
market like TVs and DVD players. The other partoisned entirely by
foreign TNCs and manufactures electronics for eixmut of Vietnam.

(Vind, 2008, p. 1484)

The general attitude towards investing in R&D petgan Vietnamese firms
is reserved. This is perhaps because most of tmeifiacturing industry in
the region is a result of foreign direct investnsenEDI, and these
multinationals investing in Vietnam are fond of gew the R&D close to
the home market. This leads to that the compareésmd the FDIs are not
ready to transfer knowledge about design, engingetata and blueprints to
the manufacturing plants in Vietnam. This inforroatiis imperative to
promote R&D and thus no development is possiblethEumore, newly
industrialized countries focus on using low costnofacturing as a
comparative advantage instead of investing in iation, but this advantage
most often prove short-term as wages rise withilbeease of FDIs and a
growing economy. Features of an industry can belédsinto one of two
different categories. The order qualifiers, meartimg features necessary to
be in the race of the orders and the order wintiesdifferentiate one firm
from another. Today low cost manufacturing is adeorwinner in newly
industrialised countries, but in the future low tcasll merely pose as an
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order qualifier and the competitive advantage theis orders and FDIs,
will rather be skills in innovation and flexibilit{Prajogo et. al, 2007, p. 52,
62f)

5.2.5 Environmental Situation

Industrial production has grown rapidly over thestgaw years in Vietham.
This growth is very positive for the economic grbwvaf Vietnam, but has a
large negative impact on the environment as thetpla Vietnam often are
run with old machinery, lack of environmental cahtand inadequate
handling of wastewater and air pollution. There yme measures taken to
improve the environmental situation such as thelempntation of fees on
water pollution. However, these new regulationsehtty be implemented
with rigour to have any real effect. Air and wapelution is derived to a
large extent from small-scale enterprises, whidkdaknowledge, will and
resources to make sustainable use of natural resgu(The World Bank,
080707)

The most important factors counteracting the imgetation of clean
technologies are shortage of capital and lack afwkedge about the
benefits of these technologies. Also, shortage koled workers, poor
market conditions and scarcity of appropriate itdaisland are identified
as important factors. The governmental organisatiwet monitors and
legislate the environmental area has recently beemanized. The Ministry
of Natural Resources and Environment, created 0223 the organization
responsible for governmental environmental workVietnam. The main
responsibilities however, are assigned to the “®tnEnvironmental
Agency. Konstadakopulos (2007, p. 60) argues tha& evident that the
policymakers of Vietnam is increasingly aware ok tlenvironmental
problems of the country and The Law of Environmkmeotection was
revised in 2006 to give a better protection. Amotiger things the law now
include the notion of corporate environmental resiaility and a licensing
system for waste producers. (Konstadakopulos, 200671, 56)

There is not only one player in natural adminigbratin Vietham. Aside
from the Ministry of Natural Resources and Enviremt) there are
numerous other institutions protecting the envirentrmaking Vietnam an
example of extreme fragmentation in this area. Thplementation of
environmental laws is up to the departments ofpiteevincial governments
to realize. The effectiveness of this work varieslaly between different
provinces. Vietnam is regarded to be a ‘confliceed/ironmental state’,
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meaning it is forced by its citizens and local earmental departments to
adopt new technologies and mechanisms to deal imithstrial polluters.

These departments are inert, ineffective and argtatiee, lack technical

expertise and do not participate enough in integmlernmental debates.
(Konstadakopulos, 2007, p. 51, 56)

Foreign direct investments has led the governnestart building modern
industrialized zones outside the Hanoi insteadegfpkbuilding on the older
zones that sometimes lies within the centre of HaRoe older areas lack
the environmental infrastructure and service needed keep the
environmental affect of the industries on an acapt level. The water
supply in Hanoi is a problem area since the waystesns dates back to
1894 when French colonists laid the groundworkhie first water supply
network. Since early ZDcentury the city has also utilized groundwater for
supplying water. However, in the year 2000 leakiag#he archaic pipeline
network led to that about 50% of the supplied watas wasted. Annually
120 million n? of untreated sewage and industrial water is diggthin
Hanoi and looking at the industrial and commerail@velopment the
volume of wastewater is expected to be 15 timesdrighan today.
Government officials claim that the biggest issue implementing
environmental changes is the lack of environmemtabreness in the
population. (Minh Nguyen, Nurul Amin, 2002, p. 282€0)

5.2.6 Legal Situation

The judicial system of Vietham is elementary anglylers have no access to
previous cases and rulings which means it is varg o use precedents to
win cases. The legislative processes are very sloge law propositions
have to be approved in numerous institutions befmmg passed. The
government is however working to simplify bureawgraand legislative
processes by cutting the number of ministries f&&o 22. But for now the
bureaucracy stops among other things the buildihgoads and power
stations. (HFR, p. 4)

The integration into the global society has ledtiaen to develop and
implement laws necessary to do business. The &igislcovering relations
between the state and society and also coverinigsoigiety organization is
however, still missing. Even as this kind of legtgn is missing that is not
the most pressing problem with the legal systerWietnam. This biggest
issue is the one concerning the judiciary. Thera shortage of specialized
judges which means that it is hard for the legatey to keep up with the
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economic development of Vietham. The National Addgmthe organ
issuing new laws, has picked up pace the last fearsyshown by the fact
that in 2004 just eight laws were passed but irb2®@t number increased
to 22. The legislators of the National Assemblyenfiack the technical
knowledge to properly shape and assess the eveasingly technical laws.
There have been a few civil transactions that wereninalized’ by the
courts leading to investors getting cold feet argbitating on large
investments. Corruption in the judiciary is a vamyportant issue since it
leads to distrust in the legal system and gravedgdvantages the poor and
less powerful. (Rama, 2006, p. 154ff)

Private firms in Vietnam are crippled by bureaugracorruption, poor
regulations, a frail legal system and an under dsimned infrastructure.
Despite this, entrepreneurs are popping up all Mretnam. Vietnam did
not do well in the annual league table of the Wdskhk measuring how
easy it is to do business in different countriegneif it did beat Indonesia,
the Philippines and India. This pattern comes agdien looking at the
corruption index produced by Transparency Inteamati which is a non-
profit organisation, where Vietnam was not the worg by far not the best
either. It is important to note that the standarflsorporate governance are
pitiful in Vietnam and the figures presented by pamies are often purely
fictional. The inexperienced legal regulators oeMiam are yet to prove
themselves in an Enron or Northern Rock disasthighwery well may be
necessary in the future. The bankruptcy laws adeweloped and could
lead to the authorities mishandling a high-profadure should it appear.
(EU, p. 7f)

5.3 Target Market

5.3.1 The EFU Market in Vietham

Oil and gas is the biggest industry in Vietham duity sometimes generates
business for Alfa Laval. The industry may use démanfrom Alfa Laval,
but the offshore oil drilling has no waste heat anthat case Alfa Laval's
products are not so efficient. Food technologynistiaer growing industry
that has a great potential for Alfa Laval but ntesas done so far. (Nguyen,
L, 080827). In 2008 the process industry such agarsand ethanol,
petrochemical and refinery industry will grow. (Ngun L, 080827)
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Large global logistic firms are established in ttwuntry and the logistic
companies do not normally cause problems. (Nguye080819) However
the infrastructure have been neglected for a vewrygltime and the
reliability is not very good. Vietnam has good kigs potential because of
the position in Asia and the ports are in quite yebape. (Holgersson,
080818)

5.3.2 The Method Today

When starting to sell for EFU the sales person igtnam firstly gathered
market information and then did a market analysisaffew weeks. Then he
started to contact potential customers. If anyssate made he tries to find
leads to make even more sales in that industryinDuhis time every step
is reported by written weekly reports to the coymranager who then gives
feedback and support. (Nguyen, T, 080819) It takese to gather
information about the market but mostly it is pbesi Personal contacts are
very helpful in these situations. (Nguyen, L, 08DBE the same manner it
is difficult to get information about the customeasd their needs and
purchase behaviour. This analysis is often basepleosonal experience. A
few market research firms acts in the country Ing kargest consultant
firms mostly focus on audit and finance. (Nguyen,080819) Also local
consultants are available. (Holgersson, 080818)
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Figure 17 The manufacturing industry

Figure 17 shows the structure of the manufactumagstry. The mode of
targeting the market is to approach an industryth@e middle and then
identify all the sub contractors surrounding thedtéry or company. The
present sales person in Vietnam started with théonantive and

metalworking industries as he had some contacts leads in those
industries. Once he finds that he has investigatesty possibility in an

industry he moves on to the next one. (Nguyen 808Q29) In EFU Vietnam
the sales person primarily focus on main contractord system builders,
machinery and equipments when targeting the mafktgiresent 100 % of
sales are plate heat exchangers but maybe sepaveitbibe sold in the

future. (Nguyen, T, 080821)

In Vietnam the unique offer of Alfa Laval is takém by the market and
many in the industry know what Alfa Laval stands {d\guyen T, 080815)

5.3.3 Market Potential in Vietnam

The goal market is estimated partly by number doftmmers and their
investments (for EFU 5000-10000 Euro/customer) @audly by number of
replacement required on the market.
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About 40 % of the revenue comes from multi purchasé 80 % of the
customers return to Alfa Laval which is a good sigrsatisfied customers.
Today the goal market is 1M Euro but it is estirdat® grow to 2M Euro in
2010. (Nguyen T, 080815)

Chinese

GEA

Westfalia
Alfa Laval

Hisaka

uemie]
(@saweu3ain ON)

APV

Korean

Figure 18 The competition of Alfa Laval sorted in differenategories. (Nguyen T,
080815)

The main competitors are the big international greuch as Westfalia,
GEA, Hisaka and APV but there is also a competitignthe Chinese,
Taiwanese and Korean companies in the same prasigrhent. Finally
Alfa Laval competes with other type of substituteoducts that could
replace a purchase such as shell and tubes, fitezsen copies. (Nguyen,
T, 080815) The competitors can be illustrated akenfigure 18 above with
different layers of competition. Many customers séell and tubes and
filters, but more and more start to buy PHE. Thealacompanies mostly
produce less sophisticated technologies and therefmmpete with
alternative technology and/or price. (Nguyen L, 8B0)

At present Alfa Laval holds a market share of 17%8out in 2010 the
forecast is up to 20%. (fig. 19)

86



Successful Penetration of Emerging Markets

Estimated total market in Vietnam € 1 million

18%
@ Market share of Alfa
Laval EFU

B The rest of the market

82%

Figure 19 The market share of EFU in Vietham 2008. (Nguyef80815)

5.3.4 Education

The employees would benefit in more education aaitihg, especially in
separator applications. The best way of doingithie study a real case on a
customer and not only education in a conferencenrdoternet education is
not good enough in a technical point of view, somes it is more valuable
to have workshops and practical training. (NguyEnp80819) The local
training of an EFU sales person is difficult whenis only one person
responsible as no one before have experiencelingsél the EFU segment
and the knowledge level is low in the office. (NgayL, 080814)

Self learning is very important and efficient amdsi even more important

than education from central management. (Nguye®80827) In meetings

the sales persons try to educate the customehng iproducts and sometimes
they organize seminars to spread knowledge abeutdmpany. (Nguyen L,

080827)

5.4 Sales Approach

Sales approach refers to the part of a sales geramnk that contains some
form of customer contact or the preparation of ¢hesntact contingencies.
In some aspects the sales approach in Vietnanrsl#féot from the one on
western markets and thus it is important to idgnt differences to be able
to model and prepare the process in an optimal way.
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5.4.1 The Process

In Vietham, when sending out emails you can notekpo get an answer.
This is true almost anywhere in the world but esere so in Vietham than
most places. Everything that needs to be done rbastione through

personal contacts. This is true in a political &bl &s in a corporate context.
(Holgersson, 080818)

Business in Vietnam is fast and it gives statubdoa partner to a foreign
company. There is a mentality in Vietham; it.is better with one dollar
today than a thousand tomorrowThe Viethamese generally never say no
when faced with a business opportunity. This meahas before contracts
are signed, omnipotent research and control ofother party is required.
(Holgersson, 080818)

Branding is important and with the right brand yoan sell, almost

regardless of price. Attributes such as recognitisastainability and

reputation are important. There are more magazimegiethamese now

compared to before and this means more publicity manding in general
in Vietham. The people get more aware and care mbaut different

brands and this does also apply for industrial petgland not just consumer
goods. Sweden and Swedish brands in general h@aod reputation in

Vietnam. Swedish companies are known for qualitydpcts and supreme
brands. (Holgersson, 080818)

Vietnam has been a one party state for a long &ntethis has lead to the
fact that the country today is a low confidencerdoy meaning that there is
basically no trust between people, between peopte the government,

between people and companies, between companiestween companies
and the government. Because of this creating wasa personal level is
imperative in doing business and making a salestldavelops in long term
campaigns in the country. This is very importamtdoccess. Many Swedish
companies have this long term view and after a yeaso, they are most
often up and running. The one year delay is becgogehave to have time
to build the necessary trust. (Holgersson, 0808G®nerally bigger

companies tend to trust western companies to @dagtent than smaller
companies do. (Ngyuen T., 080819)

The process for a typical sale procedure starte@d bgad is as shown in
figure 20. (Nguyen T, 080821)
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Figure 20 The sales process when initiated by a lead (Ngily€80821)

The time from meeting to order is most often a f@alls on the telephone
and emails and after that two to three visits atdhistomer site. 20% of the
time is spent on prospecting new leads. The restheftime is used

nurturing existing contacts and meeting all otheguirements of the job.
(Nguyen T, 080821)

Generally Vietnamese people have a positive imdg8weden, although
they do not know of many Swedish companies. Thetegjpn of Swedish
products is that they are of high quality but axpemsive. Other attributes
common when Vietnamese people speak about Swedistpanies are
honest, friendly, environmentally focused and hsalThe Nordic Chamber
of Commerce work actively to convince the Vietnaemgpvernment to
cherish Swedish companies as organizations thatesdetter environment
and better working climate than many other foresg@mpanies. However,
Vietnamese companies in general have a lack of ynand thus are price
sensitive. They are in many cases not yet readyayp for quality.
(Runeberg, 080826)

The sales channels used by EFU are mainly dirdes ¢a end-users and
through EPC contractors. The EPC contractors argaaies that construct
plants for others. Most often the sales througls¢hEPC contractors are
negotiated at central management and thus theylaiged to use Alfa
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Laval products. There are quite few system buildiergietnam. The ones
that do exist are small and have small volumes. tiMidbey construct
hydraulic power systems, water cooling units or poessors. Apart from
direct sales and EPC contractors, EFU sometimesthesgossibility of
trading companies. These are used when there areemmugh sales
resources in house to meet with all possible custemSales through
trading companies are made on a case by casetbasgh, and hence there
are no obligations to them and vice versa. Thera difference between
trading companies and distributors and this difieeeis comprised of the
closeness and obligations between the parties. rBegionship to a
distributor is more long term and closer than the t a trading company.
(Nguyen L, 080814)

It has proven very hard to find a suitable distidoun Vietnam. There are
distributors on the market but they generally hnemany brands in their
assortment distracting them, hence they are naisfog on the products of
Alfa Laval. Thanh Nguyen (080819) ponders on désirdeatures of a
distributor:

“We need a distributor that delivers good suppant both our customers
and us.”

To improve sales in Vietnam for EFU, as well as @iher segments,
branding and references are important. Apart flioesé two things presence
in the market place is important. To constantlysben by customers in the
context of heating, cooling and separation is irtgparto create awareness
of our brand. (Nguyen L, 080814, 080827)

5.4.2 The Sales Pitch

Marketing and sales are integrated today sinceethgrno marketing

department in Vietnam. Consequently the same pebptesell are the ones
doing the marketing. However there is no heavy eiang conducted, but

rather through marketing material such as flyerd bBrochures that are
handed out at sales meetings. Every sales persgpangs their own

marketing material. Possibly EFU will participate local exhibitions and

fairs in one or two years. This is not possibleatpdince the segment is too
small in Vietnam. (Nguyen T, 080819)

The use of success stories could prove very eficeence Viethnamese
people like to see opportunities and successeshef® The Vietnamese
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people especially look up to Korea and Japan ansl $hiccess stories from
these countries could prove to be particularly ipreft. (Runeberg,
080826) The lack of success stories and referepasss a problem since
Alfa Laval is a new brand for many of the potentaktomers and no pre-
existing sales have been made in the area. To phavélfa Laval is a high
quality brand, worth paying for, sometimes is veayd when references are
scarce. Many customers do not even know they naediod of products.
(Nguyen L. 080814) Success stories are used &lsbime segments and it
has proven to be very efficient as a complemengatgs tool. (Nguyen L,
080827)

Branding is used when possible to facilitate sabes,this is not used very
often when selling in the segment of EFU since numshpanies are not
acquainted with the brand. Service and relatiores iarperative to, in
particular, get repetitive business. However, otit@ good relations are
difficult since EFU are new on the market and tkhes sales resource is
inexperienced and the competition from more esthbll brands is fierce.
Word of mouth is important to grow the business arake new sales. To
build the trust the sales person must nurture tis&tomer relations by
visiting customers, providing product and applicatknowledge and last
and perhaps most importantly build friendship aseé personal contacts.
Other sales points are of course comprised by tagtsall over the world
such as quality and pay back time. (Nguyen L, 08)&he ACE-systefh
will be implemented in Vietnam in the near futureahis will facilitate the
handling of contacts and the personal network ofsales persons. (Nguyen
L, 080827)

It is important not to promise too much so that ¢hsetomer can always be
kept satisfied. This means that deliveries mayh#otate and of course that
the correct deliveries are sent to the correctornets. This is unfortunately
not always the case since we have experienced gmsblwith the
production site in India. (Nguyen L. 080814)

5.4.3 Challenges

One of the greatest challenges in selling on thetfdm market is to
understand the decision process in different comegarfo penetrate the
company on an appropriate level and get to talthéodecision maker can
prove very difficult. To develop the ability to wa trustworthiness of
different people and to build a personal netwoltesatime. Probably the

% A Customer Relationship Management-system
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best way of selling is to use one Swedish and om¢n®¥mese person on
meetings. This approach would open doors and caenuteyst to the
potential customers. Gossip plays a substantiaé roh Vietnamese
workplaces and should not be dismissed. (Runeb@8®826) A big
challenge in selling in this region is to understahe culture and local
buying behaviour of the Viethamese. Normally inecessary to meet with
the customer face to face to convince the custoshdhe advantages a
quality product offers and very often the customars price sensitive.
(Clement, 080827) Generally it is best to try ték teo the director or
perhaps the technical manager of a potential custaimce these are the
persons actually making the decision to buy a prodereferably, talking to
machine engineers or technicians is avoided sieoplp in these positions
often tend to want to seem important, but rare¢yiara position to actually
make a decision. Also, there are different teclamsifor different machines
and systems and so obtaining repetitiveness imbssiwith these people is
very hard even if one sale is made. (Nguyen T, 08p8

Some problems are experienced with the after s@egce. This service is
collective for all Alfa Laval segments and is conthd by one engineer that
travels around and performs maintenance and sermicgistomer sites.

However, the service engineer is to busy whichdeadong lead times and
thus, unsatisfied customers. (Nguyen L, 080819)

Finding information and contacts and getting thioug talk to the right
person is hard and worse for medium or small comegathan for large
multinationals. The language poses a barrier f@ginass as the general
knowledge of English is quite low. The businessdarompany conducting
sales in Vietham thus depends on the limited nurobg@eople who speak
Vietnamese in that company. (Holgersson, 080818)

Vietnam laws always applies, no matter how weliged contracts. It takes
a lot to run a process against copying companiéadbusiness. Corruption
could lead to the capital punishment. However tlies not mean there is
no corruption, on the contrary. The governmenttBghgainst corruption,
but slowly. Too many people gain on the corruptionit to decrease at
such a rapid pace as is desirable. It is importariie very careful when
doing business in Vietnam and it is hard to findyfarustworthy people.
(Holgersson, 080818)

There is a rather widespread egoism and survivetinict in Vietham

making people take their chances and as mentioreadopisly not trusting
anyone. In this lies also another problem namedy geople sometimes try
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to get profits for themselves and thereby not hoingucontracts. By having
a long-term view and getting established in thentgua company can
protect itself from these problems since domesitimmanies tend to follow
contracts with well established partners to a largetent. (Holgersson,
080818)

Pricing is unarguably a problem at present. Theepoi Alfa Laval products
Is quite high compared to other brands both localhd globally, and
potential customers, often previously unaware @& #&ifa Laval brand,
guestion why they should pay so much more for tioelycts of Alfa Laval.
Also, customers question why the products are gersive when they are
produced in countries such as India or China. Tdiayn that the quality of
these products is lower than it would be should freducts be
manufactured in Sweden, but still the price isgame. (Nguyen L, 080814)
A special pricing would be recommendable on thetndm market. We
often sell the products at a very low margin, somes$ as low as 3-5% just
to get into the market. The prices of Alfa Lavalere with discount, are a bit
higher than our competitor’s prices. (Nguyen T, 8Bg)

5.5 Managing & Leading

Throughout all interviews the managers’ role anddseet has been pointed
out as an important factor of success in Viethamandifferent actions

were mentioned and the following chapter descriiee dctivities that are

essential when managing and leading employeesgmod and motivating

way.

5.5.1 The Labour Market

For EFU the order value is smaller than for othegnsents within Alfa

Laval which sometimes is discouraging. The markefragmented both
regarding geography and industries which meansalshgle sales person
have to travel across the entire country and fomousa lot of different

industries which takes much energy and time. (Nguye)80819)

Young people want to be promoted and get a higlargaland for
experienced and well educated persons there are/ rpassibilities to
change work often and negotiate a lucrative oftBlguyen L, 080827)
Vietnamese people educated abroad most often iV#eare attractive on
the market, but they tend to be both expensiverando loyal. (Holgersson
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080818) Alfa Laval has only experienced people ilgavo start up their

own business and most people find it very intengsto stay in the company
as the working environment and company policies enathe employees
wanting to come to the office every day. Keeping #alaries at the same
level as competitors is also important to keep éhwloyees. (Nguyen L,

080827)

Last few years a lot of people have gotten richedt the labour market
holds a lot of opportunities which results in eglarotation of people. The
monthly salary for a well educated person is al8860 to $1500. People
from the north and the south of Viethnam are peextiwo be very different.
From the north the people think more long-term #mely generally stay
longer on a job than a person from the south. Meeage working time in
one company in Ho Chi Minh City is 1.5 year. Itnist unusual to change
work ten times in a year and believe that it isaalvantage to have that
much experience. Many recently established foreigmpanies are not
aware of the salary levels and normally they phigaer level than expected
to attract work force. This leads to raised sataren unstable market and
encourage people to change their work all the ti(Reineberg, 080826)
Hence, it is important to compete with reputatiod ¢he fact that it is status
to work for a global western company. Reputationadacompany is based
on the brand name and the market position. AlfaaL&/well known in the
industry but there are also other multinational pames that are better
known than Alfa Laval. (Nguyen L, 080827)

There are many ways to retain employees. Marc Gle@®80827), general
manager at SKF Vietham, mention the importance irdiig the right
person by conducting stringent interviews and mdy cely on head hunters
when hiring people. On the other hand, it is alepartant to create a team
feeling and high spirit in the company and havetioolous training and
coaching on the job. A challenging task for the hamesource department
is to select core function staff having in mind doterm perspectives.
Furthermore, Runeberg (080826) mention that namtlEople appreciate
the company culture and Swedish companies’ beneilife southern
people are more driven by income.

The incentives system is based on company standadiss hard to affect.

It is desirable to have a higher percentage ofoperéince based salary as it
today is only a few percent. (Nguyen T, 080819)
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5.5.2 Attention

More attention from central management might makdifi@rence to the
daily work in the sales companies. They hold exgrex@ and knowledge
that could help improve the process and facilitheework for a local sales
person. When working in a sales company for a d¢lebenpany it is not
always obvious to feel like a part of the entirepomation. It is up to every
person to be updated in what happens globally. disiance sometimes is
perceived as too far from central support andki¢$aime to get answers to
questions that could not be answered by ALroundugién T, 080819) The
communication works differently between differeegments. The pricing
system is mostly quite clear but in some segménits mot. This leads to
contacts with central management for every offetinget the price since it
is not available on ALround. (Nguyen L, 080827)

The newly employed Asia Business Manager would bgoad way to

motivate the local sales force and it will alsoilitate and accelerate the
communication and sales support. Presence at rgsatitth customers will

have a positive influence at the outcome and gipeofessional impression
to the customer. But many layers of managers can aleate territorial
conflicts and conflicts such as “you have your keidgn my budget”.

(Nguyen L, 080827)

5.5.3 Control

The sales persons at Alfa Laval in Vietham makeegkly report to the
general manager including hot projects, lost pisjecisits planned, visits
made and outcome of the visits. This is an effici@ay of following the
process and controlling how it develops over tirfteworks very well
especially in the beginning when a sales persomised to the procedures.
In addition the sales persons make a customer platiing potential
customer of the segment. (Nguyen L, 080827)

5.6 Summary

This section aims at summarizing the result ofdfferts in collecting the

empirics needed to solve the issue at hand. THe §eidy in Vietham

presented the authors with the lion’s share of @nogpand this is according
to the plan outlined in chapter 2.
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Selling in emerging markets, or at least in Vietna®ems to be complex
but the empirics gathered and structured giveslid goound to stand on
coming to the analytical part of the thesis. Ther® many areas to analyze
to get to the core of the problem comprised of stpawth in emerging
markets.

Target
Market
Managing Cultural Context Managing
& Leading & Leading
Sales
Approach

Figure 21 The methodological framework

After the PESTEL-analysis the information collecteénl Vietnam is

presented. This information together with the PES@Ralysis will be the

foundation on which the following analysis is coothd and the

information in section 5.1 will later on act as dmhation for the

generalization attempted in section 6.8. The infdram from Vietnam is

structured according to the methodological framéwinst presented in

section 2.2 giving the reader a structured linargiment through the entire
thesis. The methodological framework can be vieindjure 21 above.
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6 Areas of Improvement & Generalization

In this chapter the data collected throughout thesis is analyzed. The
chapter presents a link between the assignmenh dgiyehe management of
EFU, in chapter 1 and the solution presented inptha7. The analysis is
grouped into three different areas that follow gteicture of chapter 4.

6.1 Analysis of the Situation in Vietnam

6.1.1 Target Market

There are many different factors that combined agapes a market analysis
in Vietham. There are no trade organizations cogethe industries that
EFU targets in the market of Vietnam. Similar pradusold have a just as
immature market as the EFU segment to deal witkheg do not offer a
good comparison market. The Vietnam market is Fidldxible and ever
changing with new competitors and customers ergettie market all the
time. This makes the market estimation assignment kard to carry out in
practice. Since it is so hard to find reliable data the decision to enter the
market in question is already made, perhaps satrsops and the
management in Vietnam should not put too much esiplan estimating
the market size. What could be interesting wouldidond a country with a
similar market where Alfa Laval has been estabtistoe a longer time and
compare the different markets. This would howedsmand a good and
efficient information flow between different emangi markets within Alfa
Laval and especially between different EFU saless@®s. Such an
information flow should be facilitated by centrahnagement to support the
local offices with relevant and useful material it fields of interest.
Central Management has a global overview and ressuto collocate
information in an efficient way. Interesting arg¢asfocus on could be new
product opportunities, competitor actions or figuesnd statistics regarding
sales in the country.

Market sizing information is scarce and thus aredyaiming at developing
these kinds of estimations are time consuming daedlisg time from
customer development work. Not having a good urideding of the
market size and the shares of competitors is netratde, but having
wrongful figures in these areas is perhaps eversavsince these flawed
numbers should not, under any circumstances, bbasis on which market
strategy decisions are made. Even if market esomashould not be in the
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centre of mind for the sales person in the stanplgse, information on the
market and especially on the competitors shouldoofse be collected and
structured when encountered.

Almost all of the main competitors of Alfa Lavalearepresented in the
Vietham market. This means that they together shhee market of
advanced heating, cooling and separation in betweem. This is by all
means certain knowledge, however how the percesitagedivided remains
unknown since no one really knows the market siwereo company knows
the sales figures of any of the competitors. It iddoe desirable to have
good communication possibilities between the défiferemerging markets
since getting an understanding of market shareghar emerging markets
could give an indication of how the market shamesdavided in the country
in question. Furthermore, the market can be expecerow and perhaps
also, at least in the long run, to grow rapidlyisTimeans that the main focus
of EFU in emerging markets should not be on tryimgteal market shares
from others, but instead to win the customers todeyng inferior
technology to solve their temperature and sepayaigsues. These
customers are bound to be easier to win sinceetttenical performance of
the products of Alfa Laval, many times, should bewgh to convince the
customer to switch supplier.

It should be pointed out that as the regular festaf an important customer
applies, another and important aspect applying\ietnam is where the
sales person have leads or knows a person who elganwith the initial
contact. This is of essence since trust is scartha business environment
of Vietnam. Even though contracts and other judlid@cuments are used
they do not create such large confidence as thegnaity do in more
developed markets. Consequently the trust and @emée must be built on
other grounds than those given by the governmers. important to note
that the sales of Alfa Laval’'s products often paskuge investment for a
Vietnamese company that is used to domestic preducich obviously are
in a lower price range. This means that convinghmgse customers of the
advantages of Alfa Laval's products demands a hegel of trust and a
long-term view on cooperation. After initializing suiccessful contact the
personal network of the contact at the newly wost@mmer should be
addressed regarding new leads in the industry. ifeee of personal
network is further discussed in section 6.1.2.

The customer base of Alfa Laval needs to be edddatesalize the gains of

Alfa Laval's products. Educating the customer bas¢he advantages of
high quality products such as Alfa Laval provideaynvery well result in
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sales but, it could also result in sales for |lateers in the market profiting
from the market education work performed by Alfavéla In the same way
a shrewd strategy is to identify the customersustamer segments that are
targeted by the competition and try to win thewmgpective customers in the
final stage. If this is an attractive strategy at ms up to the country
manager or sales person to decide since circunestadiéfer between
different countries. If the market is expandinghaas it is more efficient to
target customers that have not been approachedrbpetitors to avoid the
obvious hazard of out-performing a competitor iadtefocusing on
educating the customer in the gains of a more ashdechnology than
what they use today. A direct competitive strategjy eventually probably
lead to price competition and this is not benefitoa any of the actors on
the market, of course except for the customers.makket has potential to
grow, and as the demands for qualitative producgeneral will grow, the
demand for products such as Alfa Laval’s also vi@pecially, the domestic
companies producing to and supplying companies frdeveloped
economies could prove to be a strong customer s@gmsiace these
companies probably will demand higher quality tdrat is available with
domestic low quality heating, cooling and sepagpéquipment.

The line of action when starting up sales in a medustry market is not
clear. A sales person does not have a standardtiseuand begins
randomly in different markets and with differentogucts. This is not
efficient since the same problems are encounterddsalved over and over
again. In the same way the same mistakes are nmaddferent markets at
different times even though this could be avoidga lzlear and determined
initial structure for the sales persons startingsajes for EFU in emerging
markets.

When setting out to sell the products of EFU tHessperson should choose
which market to target first. When this choice basn made it is important
to think through what key selling points will be stamportant for that
particular segment and make sure to learn thengelpoints before
addressing the first customer. Doing so will imgrdiie sales/sale meeting
ratio and lead to better penetration of the segsnéngeted. One single
sales person can not penetrate the entire EFU matkene time when
starting up sales in a company, but must insteadsf@mn the markets that
have the highest potential. By focusing in this whg sales person can
develop expert knowledge in an industry leadingetier sales results. Only
when the first targeted industry or perhaps indestrif several industries
can be targeted without losing the specializatioasphilities, is penetrated
to a satisfactory level new industries should bgeied. When the first
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customer has been approached in an industry, whigttessults in a sale or
not, the sales person should use that contactnt riew leads in that
specific or related industries. When approaching sbcond customer the
sales person will be confident and relaxed with ghakes pitch and thus be
able to make an even better impression, in thegevidg the sales person
expert knowledge of the industry.

6.1.2 Sales Approach

A selling point that can often be used in westeoantries, but that is
practically useless in Vietnam is the questionmfinmental friendliness.
Even though the use of Alfa Laval's products oftenbetter for the
environment than competitive technologies this nah be used as a big
issue in Vietnam. The environmental laws of Vietnara in some regards
quite strict, but they are not implemented in deaive way and thus they
stand ineffective on the market. However, just las developed country
customers to the customers of Alfa Laval in Vietnean demand the use of
high quality products in heating and separatingcgsses to ensure the
guality of the goods, they can also demand theotisavironmental friendly
methods to fit with their overall company valuebo8ld the laws at some
point, and it is probable they will, be better ieqplented Alfa Laval should
obviously be prepared and aggressive in the uskiofirgument since this
Is a clear positioning of the company globally.

Selling is a complex process that nowadays reqgaitles of the sales people.
The market demands a qualified sales person wibl gaowledge not only
about the products but also about potential marletstomers’ behaviour
and changes on the market. Even as these areapiggedemanding to
conquer they are not enough to guarantee thatalles person develop the
business of EFU in the right direction. The salesspn must also be
educated in the core values of Alfa Laval to contheycorrect image of the
company to the customers. This is important siheesales person in many
cases is the first contact between Alfa Laval dmel potential customers.
Should a wrongful image of the company be conveitecthn be very hard
to change in a later scenario. Therefore it is irtgod to educate a new sales
person to fulfil these high demands already in lteginning. Today the
education is insufficient and the first real tragiis not available until at
least half a year of employment. In practice tlaning often is not attended
until a few years after employment and this detaynacceptable. The first
period is the most important phase for learning eolecting knowledge
and if this is not done in a good way this timeldotery well prove to be a
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waste of time. The sales person gets strandeckinffite without any tools
showing how to approach the customers. This doesmig result in a slow

and inefficient start up but could also lead toimecorrect direction of the
business development. Learning by doing can be ekigient but it is also

important to give the newly employed sales persoan emerging market
the right bearings to assure the work is developirthe right direction.

Attracting the Customers

The attraction of Alfa Laval should in the long rime built on a local
reputation of supplying superior products with finis service. However, as
the business of Alfa Laval still is quite new o thFU market in Vietnam
the reputation has not yet had time to settle.ebubstsales persons should
focus on the attraction that is based on the fadtAlfa Laval is a European
company giving it a natural appeal among many \Aegtese companies.
This global reputation must in every way possibke donveyed to the
market of Vietham. The reputation of the other segt® that often are
started before EFU in emerging markets and thus had the time to build
a stronger position could also be used in the dgweént of marketing
information. Every gained customer must then bedlehand valued in a
good way to let the stronger basis of the localitajpon to build up.

All the main competitors of Alfa Laval in the gldksetting also are present
in the Vietnam market. This means that there aemtpl of alternatives

matching the technical specifications of Alfa Ldsaproducts. Hence,

technical brilliance is no means for key sellingnp® but rather a condition

to be in the market place at all. Alfa Laval musttead find other ways to
differentiate from the competition. This can be elam numerous ways and
it is important to decide what strategy to use hlibing so.

Word of mouth is a good way to create trust sire “tivord” most often
travels between people who trust each other. Homyetrest is not
immediately built between the potential customed dhe sales person
because of this, but instead the sales personwarkthard to get within the
circle of trust. Nonetheless, word of mouth posg®ad basis to start from
and can typically lead to an initial meeting.

The fact that psychological and emotional aspeletg @n important role, as
implied in section 4.8, even in organizational mgyand not just consumer
buying in Vietnam is unquestionable. Trust is natated between contracts
and a human but instead between humans. Thusetsernal contacts and
ability to create trust is just as important ag] perhaps sometimes more
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important than, having an optimally designed ofterthe customer. A sales
person must be aware of this and take time to reguisting relations from

the everyday work. A task that is just as importast booking sales
meetings and place orders since it is this taskiththe long run generates
sales and gets new customers.

It is, for any sales person, important to acknogéethat it is desirable to
build not only social bonds but also structural dmnHowever, while

working towards this it is also of importance ta nwake the customer feel
painted into a corner and left without alternatsiece this could scare the
customer off. In the end though, the social borrésch greater importance
than structural bonds and this applies to a greateEmt in Vietnam than in
many developed countries.

Finding information about organizational customehdwiour in Vietnam is
very hard and proves to be an obstacle when titgraglapt the offer of Alfa
Laval in general to the conditions of Vietnam. @ftle sales persons are
left with the only alternative of using gut feelighen addressing and
targeting customers since information necessary fproper analysis is not
available. This is, to say the least, not efficiant can result in the loss of
potential customers since they easily can be appszhin an inappropriate
manner where the key factors applying for them a@werlooked. It is
reasonable to make the assumption that a custdraeohce has been lost
after the initial sales meeting is very hard orrewrapossible, to win back.
Thus, ill prepared customer approaches must bedasloi This could
possibly be done by communicating experience beitwdiéferent EFU
entities on emerging markets all over the world @sgecially between
those that can be expected to have similar markets.

To locate powerful buyers in a Viethamese compaary grove to be very
hard and not finding the right person or groupansly is part of every day
for a salesperson. However, spending time on soenéwat does not have
the authority to decide, are affecting the decidehe company or act as a
gatekeeper is a waste of time. Generally this shtel avoided since the
time of the sales person is precious and badlytdpar can be viewed as,
not only a waste of time but also a waste of mongyis problem is
worsened by the fact that sales decisions morenam@ are taken not by
one single person but by an entire group of peopdking the decision
chain a bit slower and harder to convince.

Under normal circumstances the industrial or orz@tmonal purchaser is of
great technical knowledge and this can aggravateedsas simplify the
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work of a sales person. In Viethnam the sales peodtam is faced with a
situation in which the potential customer is naniligar with the superior

technology of Alfa Laval's products but instead used to older and
sometimes even obsolete technologies. This meatsthle sales person
must educate the customer before a purchaser beuildterested in paying
the, in comparison, high price of Alfa Laval's pumls. This is time

consuming but will as the market gets educated esralves decrease in
importance and eventually the players in the mavidt have the same
knowledge level as would be found on any westerrkatdaoday. However,

so far the education is imperative and a natueneht of many sales on
emerging markets.

Forcing the products of Alfa Laval into the marké&t one-time sales with
low margins is not recommendable since this coukbma long-term
distortion of the market’s expectations on the gsiof the products. Hence,
the global positioning strategy of Alfa Laval woulet in danger on the
Vietnam market. This is bound to mean trouble ia filture if the global
positioning strategy is going to be applied. lgenerally important to make
sure that the global strategy adopted by the ERjthset is also applied in
the emerging markets since it can prove to be targ to recover from a
damaged reputation or a wrongful impression ofcini@pany in the view of
the customers. At the same time the strategy nauatlapted to some extent
to fit the prevailing circumstances of the Vietnamarket. However, the
core values of Alfa Laval as a company may nevecdrapromised to fit
with the conditions of Vietnam or any other marketthat matter.

Retaining the Customers

Alfa Laval and EFU are not only facing the competitof equivalent or
even comparable products, but also from technotmygpetition made up
of domestic inferior technology. In this competitit is utterly important to
differentiate Alfa Laval from the competition inghaspect of transaction
marketing versus relationship marketing. By showthmg customers that the
product of Alfa Laval is not just a physical protiusut also the service and
support around the physical product and help witt@sses comprising the
physical product a real differentiation can be mdaaecourse the technical
superiority of the Alfa Laval products cannot b @it in the sales process,
but it is imperative to note that the relationshgpect of the sale is just as
important. As the customer knowledge and expectation the technical
aspects of the products increase the need for s fon relationships will
increase even more to enjoy a sustainable andisupegirket position.
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Trust is the backbone of every successful busidess in the world. In
developed countries trust is facilitated by thealegystem and the judicial
documents within the system, but this is not theeca Vietham. Instead
trust must be based almost solely on personal abions making the work
of the sales persons extremely important. To maurttaist it is of course
important to stick to your promises. This puts theestion of service and
lead times in focus. Not delivering on time andihgvong lead times on
service makes it hard to uphold the trust that besn built up through
numerous occasions and meetings. After a few ssftdeSusiness deals
trust should be possible to build up between tretazner and the company
itself and not only to the sales person even ifghles person continuously
will play an important role in developing and maining the relationship.

When trust has been built between Alfa Laval anctustomer it is
imperative to always work actively on the relatioipsto improve since the
relationship degenerates just as easy from passgeas from bad service
or any other directly harmful action. The activerkoan be approached in
different ways and will probably differ betweenfdifent countries, but what
is common among all markets is the fact that inéeded. By actively
working on a relationship it is not only maintainbdt strengthened and
thus a customer after a few years will be veryrgilptied to Alfa Laval. It
iIs also more probable that such a customer thatahssong link to the
company will speak positively about it and in thvedy can create new
potential customers. People who are believed totheential in an industry
should be extra well taken care of so that thewdwsan start to facilitate the
sales of EFU.

There does not seem to be any indications of catigretor territorial
conflicts between sales people in Vietham. Genenalthin EFU there is
only one person working with sales and that pelisoresponsible for the
whole country. The distinction between the difféereegments is clear and if
another segment finds a business opportunity fotJ ERe contact or
information is transmitted without territorial cdicfs. On the contrary there
is a demand of a larger collaboration between mainé different sales
offices and more knowledge exchange is desired.nWeeking alone with
a task it is sometimes difficult to find motivatiand leads and to share
problems and ideas with other persons in the saimatisn could be very
helpful. These discussions could be between bdtéreint segments within
a country and also between different EFU units iffiexent emerging
markets.
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Another possibility is to have joint market eventssales campaigns with
EFU units in other countries. When one country idies a potential market
area it is important to convey this informationotber countries so that they
could use the same approach. In some countries possible to run
multinational sales project and try to approacloteiptial customer in many
countries at the same time. Collective actionslessare an efficient way to
strengthen the company’s reputation and win ladgeis.

6.1.3 Managing & Leading

The political climate of Vietham poses some obs®dbr entry into the
market such as the prohibition of foreign owned pames making Alfa
Laval having to control the sales company of Vieinkfom Thailand.
According to theories about emerging markets inptdra4.3-4.4 a country
that is regarded to be closed to some extent casept a company in the
market with advantages not given to other compaamessometimes other
companies are even prohibited to enter the makatever, even if some
political obstacles exist that could have givenaAlfaval an advantage, the
company does not hold an exceptional position tdevdhe competition.
Neither has any competitor gained such a positod, thus no advantages
or disadvantages are given Alfa Laval from the goweent. Hence,
competition is on equal terms in the industry. Whercomes to the
embracing of western ideals Vietham should be vita® relatively open
and interested in western and market economicsdé&alis does to a large
extent apply for the general educated employeei@ingm and perhaps a
bit less for the government of Vietnam that sthivusly reigns in a one
party system with an approach that can be viewed asarket economic
planned economy.

When it comes to country risk the Vietham economycurrently in a

recession and previously this year (2008) thereamvasge burst of inflation

shooting it up to levels of 30%. This will, of ceey, affect the sales figures
of this year. Even though the economic climate mayently be turbulent

the political climate remains stable and this iprarequisite for a quick

recovery from the current financially troublesomiéuaion. These are

however, factors not possible to affect for an orgation such as Alfa

Laval. Hence, the only reasonable action regarthing situation is to “sit

tight” and doing the best of the situation while imaining a dynamic

approach towards changes in the market place.
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The economic as well as cultural distance to Vietnftom Swedish
prerequisites is unquestionably large which presédtiia Laval and hence
also EFU with challenges in trying to adapt the ketirknowledge and
offers to fit with Viethamese conditions. Howevdre company should be
quite familiar with adapting to new market condiso even when the
economic and/or cultural distance is large since nearkets, all over the
world, have been entered since the beginning of 268 century.
Nevertheless, the problem is real and prevails.tl#erochallenge perhaps
easier to accept is that it could be the size efciimpany that has grown so
large that it has grown inflexible, making adaatio new conditions slow.
According to the theory in section 4.3 smaller Brmgenerally are more
successful entering emerging markets than largersfi It is possible that
Alfa Laval has come up against the problems ofeing large firms in
emerging markets namely, being too rigid in thepéida to the specific
market conditions of emerging markets. That is,dffer to, or approaching
of the customers are not adequately adapted toréwailing market settings.

The sales office of Vietham, just as in any othaurtry, is a wholly owned
subsidiary of the Alfa Laval Corporation. This givethe central
management of Alfa Laval a high degree of contnarothe actions and
events taking place in Vietnam. However, as the panyg is owned, and
controlled, by Alfa Laval and not just the segmentEFU, the central
management of EFU is in a position where they sheseurces such as the
local management in Vietnam with other segmentss feans that it hard
to, for example control to what degree a newly exygdl EFU sales person
IS educated.

The sales process is getting more and more congiexsales work is a
challenging and difficult task to manage. For aternmational industrial
group it is of course important to have a well defl global sales strategy
but even more important is the way the central gameent convey this
strategy to the local companies. The communicabiemveen the company
in Vietham and central management in Lund is moteston-existing and
the employees in Vietham do not feel like a parthef group of Alfa Laval.
Attention is important not only for the business blso for the motivation
of the sales people. For a small segment on a gpmiarket it is helpful to
get guidance and support from the management.

The manager’s role in Vietnam is rather focusedags and results than on
training and motivation. It is a challenge to bsp@nsible for nine different
segments and as EFU is the smallest segment ibtigetting so much
attention from the management. For a sales persmking for a small
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segment that has not yet started to generate aey theere is an important
need for attention and support to succeed. Asaite Inanagement does not
always have time or resources to do so, the saesop gets stuck in

between with little or no guidance.

Once again, it should be noted that people frormtréh of Vietnam differs

to some extent in behavioural patterns on the lalboarket from people
from the south of Vietham. These differences reghal loyalty towards

employers and the drivers of motivation and thuplegees from respective
part of the country should be handled and motivatedifferent ways. It is

reasonable to think that a mix of both northern aadthern people is the
best way to create a good working environment anowWwkedge base as
diversity is beneficial in most group dynamics case

Since personal relations are such a big part essal the Vietham market,
and these relations by obvious reasons take a fong to build it is
imperative to attract and retain the right peopléhe sales force of Vietnam.
This however, can prove to be hard since therenarbig recruiting firms
and because people in the labour market in getemelto be a bit disloyal.
The disloyalty is in part created by foreign compancoming into the
market offering sometimes twice as high salariethasndustry standards.
By doing so the market equilibrium gets disturbed #ghus changes quite
often.

The ramp-up period for full productivity for an EFtAles person starting
from scratch is quite long. Studies reinforce flaist as the same concerns
exist in western countries and there, the averagep+up period even
increases every year. The person hired for EFUigtngm had two years of
experience after the university but no relevanteeigmce from the industry
and with no existing network. In Vietnam it takeseay long time to obtain
knowledge and create a network. As the labour naskeery unbalanced,
sales persons tend to change work very often. Bueey/a sales person quit
their position this ramp-up period starts all owagain. Therefore it is
imperative to do everything to keep the sales pexso

6.1.4 Main Findings

Of all the interesting aspects that came up inataysis of Vietham in the
precedent sections, the most important findingspaesented below. The
findings are made up of nine different areas ofrmmpment. The selection
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and grouping of the results was based on sevepdcts and is further
described in the working process in chapter 2.2.

Target
Market
Managing Cultural Context Managing
& Leading & Leading
Sales
Approach

Figure 22 The methodological framework

The nine identified factors from the analysis h&meen divided into three
different areas according to the methodologicalreggh first presented in
chapter 2 and reviewed in figure 22. The three sagr@ Target Market,
Sales Approach and Managing & Leading, but the liegveen these areas
Is not always clear. Some of the results concesrerthan one area and are
important for both sales people and managers. {Alhe areas are affected
by the cultural context and these aspects are takenconsiderations in
every of the other three areas.

Below you can find the grouping of the nine mostpartant areas of
improvement that have been identified during theyasis.

Target Market
e Market Information
* Knowledge & Education
e Initial Structure

Sales Approach
* Relations & Network
e Service Level
e Success Stories
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Managing & Leading
e Communication
* Attention
* Keeping & Motivating Your Sales persons

The breakdown of the nine areas of improvement tiikothree areas of our
methodological framework is clarified in figure 28ome of the areas of
improvement are not strictly belonging to one maanea of the

methodological framework but instead have applicetiin two different

areas. In these cases, the areas of improvememuara the adjoining

corners of respective area of the methodologi@héwork. It is important
to mention that it is combined improvements intlhitee areas that will give
the best results. An effort is needed from actorslblevels from the local

sales person up to the central management.

24N3ONNS [RRIUT
uonediunwwo)

Managing &

Target Market Leading

Knowledge & Attention

Education

Market
Information

Keeping Sales
Persons

Success Service Level Relations &
Stories Network

Sales Approach

Figure 23 The nine areas of improvement
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In chapter 7, recommendations will be presenteceémh of the nine areas
of improvement above, but first a short review widl made in section 6.2.
This section also discusses the possibility of mgkithe areas of
improvement generic to fit all emerging markets.

6.2 Generalization

The overall objective of this thesis is to develapsuccessful market
penetration plan for emerging markets based onctme study of the
Vietnam market. Hence, the findings of the caséystn Vietham shall be
generalized to fit different emerging markets awbutme world. This
objective is not compatible with the findings of &ina, Palepu and Sinha
presented in chapter 4.4. Regardless of this, fanteé§ made to generalize
the results of the Vietnam case study to, at leastome extent, fit with
other emerging markets. Of course, some adjustnvefitbe necessary for
each and every one of the different emerging martett currently is, or in
the future will be targeted by EFU. In line with t®l& point of view
regarding generalizations in chapter 2.4, the astbelieve that emerging
markets have so many similarities that a genetiomplan is feasible.

As seen in the methodological framework (fig. 2&th management and
cultural contexts have a great influence on thessplocess and these two
factors vary between countries. The authors belibe¢ this thesis could
contribute with a generic methodology that could used in different
countries with well-reasoned modifications. Evenuistry has their own
manager with his or her personal values and ideatsare reflected in the
organization. Each manager holds a personal exmeriend knowledge that
differs in comparison to other managers. It is ingnat to take advantage of
this unique competence and make sure that it id us@an efficient way.
Furthermore, every different country has their ueigculture and the
business environment differs a lot between the t@ms Relations are built
up in diverse ways; social codes are exclusiveef@ry culture and the
business climate change over the borders. Howekiese countries also
have very much in common and today these colle¢tigmrs are not taken
into account when strategies for emerging markets agefined. The
findings and recommendations of this thesis are entw be used in
combination with the local prerequisites in a coyrttescribed above. By
merging local strategy, the unique competence axpkreence of the
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manager, with a generic methodology a completeomacgilan could be
developed. This can be illustrated with the hedjife 24 below:

Generic Local
Methodology Prerequisites
Local
Management
ACTIONS

Figure 24 Development of a complete action plan

Before giving further recommendations in chaptern discussion is made
whether a generalization is feasible or not fohef@ading. All of the results
below were to a large extent mentioned by the athégs companies in the
follow-up interviews, but some of them would needren research and
investigations before a completely valid generaiimacould be made.

Market Information is Hard to Retrieve

As the EFU market is generally apprehended as bardefine, it is
consequently difficult to find relevant informati@bout the market. This
problem seems to vary between markets, and foremiusttype of
information not found appears to differ among thmurdries. In some
countries, it is easy to find statistics and figuyrbut mostly it seems to be
almost impossible. The sales persons do not knoat tehlook for and what
information could be interesting and valuable for sales work. It is hard to
make general conclusions about this factor, bigt dear that this aspect is
seen as an issue by many sales persons in emengifkgts and we believe
that everybody is in need of improvements.
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Knowledge & Education

As it takes time to gather information, it alsogakime for the sales person
to obtain knowledge about the market. All interveelvsales companies
accentuated the need for more training and educaspecially in EFU
applications but also about the market and in salesedure. Not so many
respondents mentioned the lack of education amdrgy dustomers.
However, as several sales companies use bothygaatit pay back time as
selling points, improvements in customers’ knowkedygll have a positive
effect on their sales. Therefore a generalizasgpoissible.

Initial Structure

The line of action seems to differ between the twesy the sales person
begins randomly in different markets and with difet products and no
standard structure is put in place. The sales psrawe often insecure about
how to start and do not feel that they get enougppsrt from the
management. It is a big issue that no one is ardbatdcan teach you the
trade of selling for EFU when starting up salesam emerging market.
Consequently, the newly hired sales person isvigh nothing else but
imagination and the intranet to ease the lack aiwtedge. The mistakes
could be avoided by information sharing betweefed#ht countries. Where
learning from each others mistakes could proveeta bery interesting way
to develop the sales of EFU in these kinds of ntarked perhaps also in
other, more developed markets. A generic solutionthis problem is
absolutely applicable and is desirable among mémlysosales companies.

Relations & Network

When doing the first interviews with the sales camps, relations and
network were not mentioned as an important aspextever, the questions
did not focus on this kind of subjects and maybe risspondents did not
think about relations and network as something abab In many
emerging markets, it is common to rely very much@ations and network
thus, they do not see this as a problem. When dbmdpllow up interview,
the entire group of respondent agreed on the sgattethat this is important.
Therefore this fact is believed possible to gemsgalA conclusion is that
the local sales people normally are aware of thidol but they do not
understand that there are potential improvemenketmade in this area as
it is a natural part of their everyday work.

Service Level

Many companies believe that their low sales volumakes it hard to get
attention from central management. Even if theywsta large growth

potential, the attention is still left behind. Thenerging markets perceive
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that they are down-prioritized for this reason witetomes to delivery and
service, and therefore their lead times are to@.lorhis seems to be a
common problem and a generic recommendation caypdave this area.

Success Stories

The sales procedure is not at all standardizedriarging markets. Each
country use their own approach, and it seems tffieult to find the right
sales channels. What many sales companies haeeniman is that they use
the same selling point as the rest of the world @gmaot modify them to fit
an emerging market. Companies in emerging markete®@mally not that
quality aware or do not consider environmental etspi@ the same extent as
a western companies. Thus, maybe this selling pigimiot among the
greatest to use. There is a great need of knowleggeange between the
sales companies on emerging markets as they dibffenuch from the rest
of the world. To learn from each other, and getdyegample from other
countries, is desired among many of the responghaatge this aspect can
be generalized.

Communication

The information exchange and communication betwleeal and central
organization is not enough to keep the people & émerging markets
satisfied. This is also connected to the servicellas an acceptable level is
hard to obtain with malfunctioning communicationtadkes to long time to
get an answer when sending questions to centrahgeament which leads to
delayed answers to the customer that, of coursegrges dissatisfaction
among them. This is a general view among the emgrgiarkets and the
factor needs a generic solution.

Attention

Very clear signals have been received from all ghkes companies on
emerging markets, that the attention from cent@hagement is insufficient.
Local visits are few, which make the distance vienyand the emerging
markets feels neglected and down-prioritized. Tdspect is definitively
possible to generalize.

Keeping and Motivating Your Salesmen

To find and keep skilled sales people is a commoblpm on the emerging
markets and the opinion in Vietnam is shared whih dther companies. As
the labor market is unbalanced, people change wuie often than in a
western company, and the employees are less |@ye. most frequent
comment regarding EFU sales people is the challemg®t have a 100 %
EFU person in the sales company. The EFU markstattered in the first
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place, and to besides this, share a resource wither segment makes the
work even more unfocused and diverse. Many emergiagkets have
experienced the challenge of keeping a skilledsspkrson within EFU.
Several times this person has moved to anotheresgigafter a year as they
attract the sales persons with higher sales voluaneslarger sales force.
Generic guidelines for this challenge are desired.

6.3 Summary

The situation in Vietham is complex and many am@asnprovement have
been identified. Some of the areas need directawgments and actions
whilst some of them are only in need of attentiod better awareness. The
aim of this chapter was to analyze, identify andcttire the findings in a
clear way and, in the end, try to make a valid gaiEtion.

Despite the fact that every country is unique aadehtheir own business
environment that differs from other countries, #luthors are convinced that
the similarities are at least as many as the diffees. Today, these
resemblances are not used in an efficient way hadetare no collective
guidelines for emerging markets. The produced genmethodology is
believed to improve this process and make the bagsion an emerging
market more efficient. The recommendations wildegeloped based on the
case of Vietnam, but they will definitely give vegpod indications to all
emerging markets around the world. The followingmtier is addressing not
only Vietnam, but is generalized to fit all emegyimarkets.
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7 Actions for success

In this chapter recommendations are given on howanodle the different
areas of improvement identified in chapter 6, tthes entire chapter 7 can
be viewed as a plan offering guidance on how to lags important to note
that these are merely recommendations and do regeot the reader with
the only possible solution. There may be, and pobbare, many other
solutions on how to improve operations in thesasrélowever, this is the
author’s contribution to Alfa Laval.

7.1 Target Market

7.1.1 Market Information

Information about the market is generally hardewieve and this makes it
utterly time-consuming to develop market sizingimations. Instead of
focusing on estimating the market size, focus efghles person and sales
management should be on mapping and analyzing rikie tbrces of the
customers and model the offer to meet their demankis would give a
better leverage than the time-consuming work ofketaestimation that on
top of all lead to very vague and sometimes evetess results. Of course,
information about the market should not be ignoseen stumbled across,
but putting to much energy into finding this kintlimformation leads to less
time on developing customer relations.

To get an understanding of the market size, sinmlarkets among other
emerging markets could be used. If these other etsmrre a bit more
developed perhaps their historical view can heipngi guidelines on the
size of the market in question.

The most efficient way to get required informatignto set up a market
analysis firm, e.g. Swedish Trade Council to maleira market study for

the countries in most need of information. A sugjgesss to order a region-
wise analysis as these markets have most simélaurifihis is an expensive
action, but the internal time and resources gawvedld focus on more

important actions such as networking and mappirsgocoers as mentioned
above.
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7.1.2 Knowledge & Education

The lack of knowledge among potential customers etones poses
obstacles in making sales, since the customergiquesghy they should pay
extra money for the products of Alfa Laval whenythman buy locally
produced substitutes. The challenge here is to atduthe potential
customers efficiently in the gains of high qualiteating and cooling
products. This can be done at customer meetingsthiziis not the most
time efficient way. Instead, the sales offices doaffer seminars where
potential customers are invited to be educatechendemands of western
companies when it comes to quality and conceptd siscTotal Quality
ManagemenandSix SigmaThese seminars will of course have a cost, but
could prove to be well invested money if they geaterone or a few
customers.

To obtain a satisfying customer focus and servergreity, the employees
must be properly educated to be able to meet ther demands in a fast
and orderly manner. This education should be gteetne sales persons in
the very beginning of their start up time in themgany and could
advantageously be packaged together with other seapge initial
information. The sales persons must be aware thatlaval is in between
being a supplier of industrial products and sesid&ithout this knowledge
it is very hard to incorporate the required sendeeels in the everyday
work of a sales person. Relationship marketingfigtsolute essence to
keep customers satisfied in the long run and pogstelationship marketing
can only be done by the sales persons, of couitbetia@ support of central
management.

7.1.3 Initial Structure

An initial structure needs to be developed givihg newly-hired a self
explanatory aid on how to start up the busines&®f). This structure
should contain information on what kind of custosntirat typically fall in

the scope of EFU and how to find and approach thasgtomers.

Furthermore, the structure should contain pointgrshow to develop the
business after getting the first sales. That isygughe newly won customers
to find new leads that in turn could lead to saléss initial structure should
also be reinforced by a collaborative network betwether emerging
markets in the vicinity of the own country. Thesiar countries have
probably experienced, or are experiencing, the semsuges facing every
other emerging market. By connecting these entiaiel®t of the problems
slowing down the sales figures in the start up quercould probably be
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avoided. The connection between the entities cbaldone with the help of
internet, but the strongest bonds between sals®pegin different countries
will evolve through personal meetings. Having sofoem of locally
arranged “pre-adept” courses would not only helgtmcturing the startup
for newly hired sales persons but also facilitdte building of personal
connections between the sales persons.

7.2 Sales Approach

7.2.1 Relations & Network

The importance of relations and network is unqoesible in a sales
perspective. Though, coming up with a solution ow o solve the issue of
building strong and lasting relations in a snapn@ straightforward.
However, by acknowledging the importance of thisthaps some part of
the job is already done. The sales person shoulhlied on how big and
how strong the personal network is since this coseprpotential future
sales. When hiring new sales persons experiencekaaod-how in the
business should be of utmost importance since palstetwork is one of
the most important factors when developing salemiemerging market. In
most cases it is probably worth paying a highearyato attract experienced
hires than hiring young, inexperienced but hungies persons. In the long
run though, a mix of these personalities is propdabe most successful
composition.

Building the network could efficiently be done diet same time as
educating potential customers in different seminéhg€se seminars pose an
excellent opportunity to build new relations andhtoture existing ones.

Since sales to such a high degree depend on tkeragrnetwork of the
individual sales person, Alfa Laval as a companyukerable to loosing
these sales persons. The problem is intensifiethbyfact that the labor
market of emerging markets often is highly volatled loyalty is scarce.
This should be handled by developing existing custorelations to one
sales person into several sales persons in thé dfiiee. Preferably the
relation should evolve into a relation between thestomer and the
company itself. This way the customers, theordticatould stay even if
the entire work force in a country would be repthcEhis is, according to
theory impossible, but an attempt could still praxgeful. The big question
now obviously is how to develop personal relatiatoirelations between
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the customer and Alfa Laval. This is done by delivg excellent quality,
on time with impeccable service. How hard this neagr be it is the only
way to build confidence and trust with the customveen selling products
in the top-layer of the market.

By having good relations to a customer, talkinght® wrong people can be
avoided. This waste of time can also be avoideddiyng control questions,
such as asking for information that only a persoa higher position would
know.

7.2.2 Service Level

Lead times are currently long and the accuracgwsih emerging markets.
This makes it very hard for sales persons to bnildt with the customers.
When the customer pays a substantially higher phiae the local products,
it expects flawless operations and service. If tisisnot the case, the
customer will be dissatisfied and not only, nouretas a customer but also
let colleagues and other companies know how theiceewas handled.
Needless to say, this does not help in creatingusivtorthy and highly
respected brand on a new market. Hence, it is ifapbmot to down
prioritize smaller markets when it comes to service

Since technical specifications mostly are no mdanslifferentiating from
competitors, Alfa Laval must conquer the compatitizvith functional
guality. That is how the service is supposed tadekvered. It is easy to
forget this intuitive but very reasonable aspectaimarket that is a few
years behind developed countries and only focupushing the products
into the market place. Then there is a risk of éttigg to maintain and
nurture existing customers. By focusing on custool@seness and service
the brand and reputation of Alfa Laval will improaad separate the brand
from the competitors in the long run.

7.2.3 Success Stories

Trust is as mentioned earlier, scarce in emergiagkats and an efficient
way to remedy this is by the use of success stokewing successful
customer installations to show is a powerful toolthe sales process.
However, it is not enough to create these succes®es in an appealing
framing, but also to make them searchable and thasy to manage. A
problem today is that even if information is avhiaon the intranet, it is
hard and slow to work with. This problem also apglfor the question of
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initial structure where much needed informatioavailable on the intranet,
however, not in an attractive and easy-to-embragedt. Thus, a more user
friendly IT-system could help to handle, not onlgeobut, a few of the

improvement areas identified.

7.3 Managing & Leading

7.3.1 Communication

Fast and friction-free communication between assalempany and the
central management in pricing processes are eakdntikeep a good
customer service. Keeping the customer waitingdfmys on the amount to
be paid for the products will not keep the potdntisstomer satisfied. This
process needs to be reviewed and an effort shaulddle to try to reduce
the time to response of price questions.

Communication development is not only necessaryéet the local sales
offices and the central management, but also betwdterent sales offices
that should have a lot to learn from each othere Tormat of this
communication is henceforth discussed under th&kimgpmameEmerging
Exchange (see chapter 7.4.2) and thus, refers to all conncatian
necessary between different sales offices in emgrgnarkets. It is
preferably to be used between offices in adjacesdsathat should be faced
with similar obstacles and challenges for saless Tommunication could
prove to be very powerful to facilitate sales ineeging markets and could
also pose as a basis for creating a sales culture.

7.3.2 Attention

A closer communication will keep the motivationtbé sales persons on top
and creates a sense of being a part of the glapbration of Alfa Laval.
The implementation oEmerging Exchang&ould improve the feeling of
belonging but it needs to be combined with moretsidrom central
management. Today, many emerging markets feellafbibut and not as a
part of Alfa Laval. If central management makesutagyvisits, the distance
will be perceived as closer than before. Furtheanarstricter control could
in this case, generate a positive effect on thavatobn. More demands on
reports would motivate sales persons to make dalesave something
positive to report back to central management.
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7.3.3 Keeping and Motivating Your Sales Persons

Loosing a sales person does not only result irtithe-consuming effort of
hiring a replacement, but, and perhaps more seribmseans loosing that
sales person’s network. That network takes timdoudd and has been
developed with the help of Alfa Laval resourcesughit is important to
keep the sales persons pleased with the workinglitoms. This means
paying a competitive salary, but also creating adgeworking environment
and team spirit between sales persons in diffesegiments. A cunning
strategy is to target the sales persons with goexdopmal networks of
competitors and try to attract them to switch empto This however, has
the disadvantage of getting the competitors on wepath, probably
retaliating by trying to steal employees of Alfaviaato their camp.

The sales persons of EFU are not only lost to atberpanies, but are also
lost to other segments within Alfa Laval. This &, course, unfortunate
since it means that the different segments cansdsmlamong the peers.
Thus, the issue should be addressed and can omlgrizeso by the central
management in discussion with the other segments.

7.4 Tools for Improvements

As mentioned and illustrated in chapter 6.2, tlt®m@mendations presented
above (chapter 7.1-7.3) is to be merged with Istrategy and competence
of the local manager in each country. The authave lieveloped some
tools to be used with the aim to facilitate the ioy@ment procedure.

7.4.1 Sales Persons

This section addresses the issue of what shouidcheled in the education
of sales persons. The education consists, to a Extent, of information on
how to find the customers that exist in every enmgrgnarket, even though
they may seem illusive. There are mainly four waydinding potential
customers and these are illustrated in figure 230\ follows a description
of the toolFinding the Customer
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Main Traditional
industries in EFV
the country customers

New
customer

Complementary
Distributors products

companies

New
customer

Figure 25 Four ways of finding potential customers

Main Industries in the Country

This alternative means addressing the large maiusinies of the country in
guestion that often already are targeted by otegments of Alfa Laval.
These main industries have sub-systems deliverditetn such as hydraulic
systems or processed steel almost in every cagseTdubcontractors of the
main industries are typical customers of EFU anoukhthus be targeted.
The sales person should ask the main industryey ttan act as lead and
provide for example telephone numbers or other amsat to the
subcontractors. In the best case, the main indugtiyagree to demand the
use of Alfa Laval products in the production of thé-systems delivered to
them. Should the main industry be big enough tlessure will be heavy in
the subcontractor to switch supplier of heatingpliogg and separator
equipment and a lot of the sales persons’ work alitady be done.

Traditional EFU Customers

When looking at the intranet of Alfa Laval, all tddferent traditional EFU
industries can be found. An obvious, but yet editiapproach at finding
new customers is to start with these industries famdl out which are
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present in the country in question. If they aresprgé and not yet targeted,
consequently, the sales person has a potentialhetarically promising
customer base where the product portfolio of Aléevdl obviously fits with
the demands of the customer industry.

It could also prove efficient to have a list of tmmers, specifically for
emerging markets where the industries targetedvdrat type of products
they use, are listed. The more detailed thisidisthe greater is the chance
that the targeting in another country will be ssstel.

Complementary Products Companies

A complementary products company is a company shmply provides a

product that is complementary to the products daAlaval. Examples of

such products are cutting fluids and other indaktgroducts, such as
bearings or cutting tools. By looking at the custosnof complementary
products companies, customers appropriate for E&Ube identified. The

best case scenario is to start cooperating witbetikemplementary products
companies and together target and process the maRarhaps the

previously mentioned seminars can be done togettaking it easier to

attract companies and also lowering costs.

Distributors

This is a sales channel very well known to mosésglersons. However,
few have succeeded in finding adequate distribptotners on emerging
markets. This is probably a result of lack of hglofile distributors. This
does not mean that there is no point in lookingthmm. Finding a good
distributor facilitates sales in a very efficienayy creating repetitive and
stable business opportunities. So, finding a dhstar should be prioritized
in every emerging market where the last stone loasyet been turned in
search for such a partner.

Using Existing Customers

After, and during, finding customers using the moeth mentioned above,
all customers should be asked to recommend neworoess. This is a
powerful way to find new customers since todays$iatl customer could be
used as a reference when targeting new customestod@ars leading to
many new sales could be given a particular statdgparhaps advantages in,
for example, service or a discount on the next lpage. In this way, the
existing customers will have incentives to be arsaders for the products
of Alfa Laval, and EFU can use the personal netwark every customer
creating a powerful and big network covering entigustries.
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7.4.2 Central Management

This section will further illustrate the direct mets of improvement for
central management and describe a tool that showstlie improvements
could be done practically.

Emerging Exchange

Emerging Exchange is a communication system suggédst the authors to
facilitate the exchange of information and expereerbetween different

emerging markets. It is to be used by both saleplpeand local managers
but should be developed and supported by centralageanent. This

communication tool should give the user the follogvadvantages:

* Information on what segments and industries anative

» Helpful in comparative market sizing estimations

* Information on how to approach different kinds oftomers
« A means to show sales figures and get a saleseting

« Obtain ideas and leads by reading success stories

Emerging Exchange could be an IT-system but it dedshave to be and
without personal meetings it is most likely dedtirte fail. So, it should be a
network of personal connections facilitated by fagumeetings and
conferences where problematic issues are addresgedxperience shared.
Probably, the best results will be reached withiaahthe both parts where
the regular meetings are essential to keep thenmaon-sharing on the
web-system on a good level. Of course, it is dblrto get sales persons in
different countries to also call each other andhenwhole, communicate in
other ways than through the web-system. With supfam central
management, the web-site should be updated regudad users should
participate actively in the exchange work. It ip@&sally important in the
start-up phase to make all participants work abtiwath the system, and it
is recommended to have a kick-off conference oris@nwhere the project
is presented and the system implemented.

Sales Person Profile

EFU does not have an adequate profile on what &fngkrson is the most

suitable as a sales person for the segment. Gdterery inexperienced,

technically skilled person is hired with intentiém educate this person in
sales along the way. By considering the precedesaters, the authors have
developed a list of general characteristics thanortant to consider when
looking for a new employee within EFU:
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* Technical knowledge
* Good knowledge in English
* Experience in:
o the industry or similar products
o sales and/or marketing
* Having an existing personal network in the industry
« Driven and outgoing personality

It is the combination of these characteristics thdk make a good sales
profile for EFU. By transmitting this profile to¢hocal managers, the sales
companies will attract the right type of personae@vay is to try to attract
experienced employees from competitive companies.

Region Manager

EFU recently hired an Asia Region Manager who bélbased in Shanghai.
This is a great first step to increase the presanceattention from central

management in those countries. It would be an itapbtask for this person

to develop a strategy for how to keep a close abnt@h each market and

motivate the sales people. When the manager iblissted, has worked for

a couple of months and created daily routines lugkwhould be evaluated.

Discussions should be held if it is possible tehimore general managers
for other regions around the world. The main imerments for the region

manager regarding this subject are:

* Organize communication and visits to the sales @mmpin a
structured way
0 Introduction to new hires
o Follow ups and monthly reports
o0 Visits at least every six month
* Arrange seminars and local training regularly
* Presence at important sales meetings
» Support theemerging Exchange program
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8 Conclusions

This chapter sums up the thesis. It contains timridmtions from the thesis
to the academia as well as to the commissioning/ btiee corporation of
Alfa Laval. Furthermore, the chapter contains pregls for further
research regarding subjects that has not fit witkine boundaries of this
thesis. The chapter is rounded of with a discussarguing whether the
purpose of the thesis is achieved. Moreover, thakest parts of the
analysis are discussed and an attempt is made terrdane the impact of
these parts.

8.1 Contributions to the Theoretical Landscape

The contribution to academia from this thesis comsethe market
development in emerging markets for industrial picid. Today, this area is
heavily under-developed and this thesis only shesticdhe surface of this
almost infinite area of business. Hopefully, thisgis can act as inspiration
to coming studies that will explore the area addaily.

A well written thesis should not only solve the lplem presented to the
authors but also contribute to the theoretical $aage of the subject at hand.
This section will focus on the contribution of thigesis. This thesis presents
the readers with a dual contribution to the acaderfirst, during the
development of the analysis and recommendationghfsrthesis a general
framework has been used to structure the work. TiEmework, first
presented in chapter 2, comprises one part of tia cbntribution to the
theoretical landscape of this thesis and is presemt figure 23. The three
areas Target Market, Sales Approach and Managing&ding, are sorted
in a framework together with Cultural Context tates the framework the
basis on which the analysis should stand. The @llttontext has a central
position in the figure, and this is no coinciderstece the cultural context
affects business behaviour in any given geograplacsa of the world.
When using the framework for conducting analysles,three areas Target
Market, Sales Approach and Managing & Leading shdw¢ addressed
separately. Cultural Context is never addressedithahlly but instead has
a profound part in each and every one of the dtiree areas.
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Target

Market
Managing Cultural Context Managing
& Leading & Leading
Sales
Approach

Figure 26 A general framework for analysis of emerging méske

The general framework in figure 26 can be usedtiioctire analyses of

industrial markets in emerging markets, and wiNegithe user a well-

organized approach to the potential problems theat arise when targeting

this type of market. Basically, the framework canused when targeting
which ever market but it was developed for emergiagkets because these
tend to differ to a relatively large extent from maodeveloped markets
where most multinationals develop from the begignin

The second part of the contribution to academiargpfrom this thesis is
the nine areas of improvement. When writing thestl, nine different areas
that are important for the success of industriéésan emerging markets
have been identified. These areas are applicagirdkess of what types of
industrial products that are marketed, and thusidcde used by any
company in the business of industrial products. Tdeographical
generalization of the areas applies for the coesfpresented in section 5.1.
However, it is reasonable to believe that the tesapply also for other
emerging markets in the world though precautionukhde used in those
cases. The general applicability of the areas makes useful for the
academia. The areas are illustrated in figure 2¥ ame sorted into three
main areas Target Market, Sales Approach and Magagi Leading,
according to the framework previously presentefigare 26. Thus, the two
parts of the dual contribution to the theoreticahdscape are intimately
intertwined and depend on each other to obtaitése results.
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94N3NNS [RRIUT
uonediunwwo)

Managing &

Target Market Leading

Attention

Knowledge &
Education

Market
Information

Keeping Sales
Persons

Success Service Level Relations &
Stories Network

Sales Approach

Figure 27 Nine areas of interest for selling industrial pots on emerging markets

The nine factors can be used to identify potemtiablem areas in emerging
markets and just as the framework in figure 27 pmsexcellent starting-
point for an analysis of a specific emerging markrhaps, all areas are
not of interest for every company, but whoever d®soto use the
framework will have to adapt it to fit their spaciheeds. Of course, a user
from another company than Alfa Laval can take a kpe# the
recommendations given EFU in section 7.1-7.4 toibekey fit also for
other companies. This should be done with careedine recommendations
are aimed specifically at the business of Alfa laaad EFU and
consequently, go for the explicit prerequisiteshait company and segment.
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8.2 Contributions to Alfa Laval

The direct contribution of this thesis to Alfa Laaad the Equipment Fluids
& Utility is twofold. First, the problems leadingo tweak growth on
emerging markets are identified. These problems ewarot as
straightforward as expected when the work on tesithstarted. Instead, the
problems proved to be complicatedly intertwined sisting of not only
areas in need of improvement in the actual salegpaaies but also areas in
need of attention at the level of the central managnt. Once again, it
should be noted that changes are necessary imeal$ adentified to attain
maximum results since they all, in one way or aegthare connected. The
second part of the contribution to Alfa Laval i tholution presented to
handle the different areas of improvement. Thetswia presented differ in
practicality. Some solutions are simple to gras@ also, at least to some
extent, to carry through. Other solutions are difii to implement since
they contain actions such as changing the mindspeaple or creating a
culture in the sales companies. However, no ong isaivould be easy to
solve the problem presented in the beginning ofliksis.

The contribution discussed above regards the setgofdtguipment Fluids
& Utility at first hand but could also be used ither segments. Naturally,
other segments of Alfa Laval can use the contrdngtidiscussed in section
8.1 just as well, and probably better, than angiotompany trying to apply
the solutions presented. Thus, the contributionthefthesis should not be
viewed as only pointed at EFU but instead the ertorporation of Alfa
Laval.

8.3 Proposals for Further Studies

Except for Vietnam, the generalization made in thesis is an assumption
and should be read as an indication rather thad fedts. A twenty weeks
full time study is not enough to come down to aat#é solution, but it is a
very useful base for further studies. A deepenettimark study should be
done between all emerging markets so that the rigsli and
recommendations could be tested and validated.

The prerequisites of an emerging market is justhasname implies ever
changing, and makes developing theories for tmd kif market very tricky
since the market actually can change during theldpment of the theory.
An extended study should be performed to clarifyvhbe prerequisites
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have changed historically in emerging markets aitd the support of this
study an assessment of how long-term a theory asichis one can expect
to be.

During this thesis, no analysis of the actionshaf tompetition of EFU has
been made. Such an analysis could prove very Bitege since the
competitors’ actions to a large extent should affiee actions of EFU. Also,
the fact that EFU could have something to learmftbe competition can
not be ruled out. Furthermore, no analysis of tlenmetitor strength
financially, operationally or any other strengthr fbat matter in emerging
markets has been made. Accordingly to the previeasoning, this could
also prove very interesting to position EFU effitlg in relation to the
competitors.

The buying process in companies in emerging madaikl probably prove
to differ quite a lot from the same process in dgved markets. The
knowledge of these differences would be valuable daery Western
company doing business in emerging markets. Thlisareh, though, was
outside the scope (and time limit) of this thesisl,athus, is left for other
academics to clarify.

8.4 Discussion

The objective of this thesis was to deliver intérgsresults to both Alfa
Laval and the University and, at the same timengte our own interests
and ambitions. We believe that we, after a lot afdhwork and some
modifications along the way, have reached this tmalgreat extent.

As the problem in the beginning was quite unknowd anexplored it was
difficult to imagine what the outcome would be wisarting up the project.
We did not know either what the three weeks tripMietham would
generate or if chosen approach would be suitabléhfe specific project. At
the end of this process, we perceive that the istdfretnam was extremely
rewarding, not only regarding the interesting matewe gathered to the
thesis but also concerning the personal experiesgcebtained by being out
on the field. It had a positive impact on our peaodevelopment which
helped us to do our best when producing the thesis.
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The abductive approach proved to be a very ap@tgpomethod in this case
as the result was validated along the way and thestwpitfalls were
anticipated.

The biggest challenge has been to fulfil the assegt from Alfa Laval as it

was quite specific and based on many preconceptidasthe research

progressed, we perceived that the problem was roomeplex than the

assignment first indicated, and as we describethapter 8.3 the aspect of
central management was added to the issue. By dnalose interaction

with the tutor at Alfa Laval, we discussed this exgpand together with all

stakeholders the assignment was redefined. Théégese not exactly what
the tutor at Alfa Laval expected, but this is adgoindication that a solution
to a problem is not always exactly what it is fesssumed to be.

Another challenge has been to make the generalizatihis is one of the
weaknesses in the thesis and therefore, we havdedeto let all generic
results be read as indications and guidelines rétia@ facts.

Most of the information used in the thesis is basedinterviews and
personal observations. This has the consequentealthaonclusions are
more or less affected by personal interpretatiobsiring the entire study,
the goal has been to stay unbiased, but it isistflortant to notice as we
describe a different culture from our own mindsetd personal logic.

We hope and believe that this thesis will comereaguse for Alfa Laval

and that our contribution to the academia will Is®diin research in the
future.
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