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Trust and
Once asked about the impact of the French Revolution, former 
Chinese foreign minister Zhou Enlai allegedly answered that “it’s 
too soon to say…”

Today, when quarterly perspectives dominate and companies 
anxiously try to tick the right boxes so they can be seen as good 
corporate citizens, we feel a strong need for a long-term perspective. 
One in which management teams invest in understanding 
VRFLHW\�� Ƭ�QGLQJ� WKHLU� RZQ� SDWKV�� WDNLQJ� SULGH� LQ� WKHLU� EXVLQHVV�
and daring to stand up for their actions and contributions.

This book is about what we believe will be decisive for companies 
who want to become successful in the global arena. It’s all about 
trust and transparency.
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Six Year Plan is a business development agency. We help our  
clients build robust businesses, geared to the challenge of  
political headwinds and changing customer preferences.  

We specialize in business development, communications, public 
affairs and management, helping clients reposition themselves, 

transform their businesses and enter new markets. 
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Introduction 

 
If one could point out a single key factor shaping the world we live 
in, it would be globalization. With driving forces such as free trade, 
the Internet, economic growth and environmental challenges it has 
certainly been the trend of the last few decades, influencing politics, 
business and civil society to unprecedented degrees.  

Western companies have exploited the possibilities offered by 
global markets for more than a century, whether in Asia, Latin 
America or Africa. But as the economies of these regions have 
grown rapidly and developed further, it’s clear that if one is to be 
part of that development as a company, being a global player also 
means having an active role in the local market. It means going 
from selling one’s products or services on export, to being an 
integrated part of the local market.  

We believe it’s both a logical and necessary step if companies want 
to stay competitive in the global market. It means investing in a 
local presence beyond sales offices and production facilities that 
includes things like hiring local management, recruiting talent, 
investing in research & development, adapting products and 
services, as well as building relations with all local stakeholders in 
society. 

These new business opportunities and challenges in emerging 
markets also present growing cultural and ethical challenges. We 
are rapidly heading for a multipolar world with competing sets of 
moral values, where political systems, world views, attitudes and 
cultural values different from ours are gaining ground. We don’t 
necessarily have to like them, but we need to respect and handle 
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them, and we need to understand what trust and transparency 
really mean in places like Gurgaon, Guangzhou, Gaborone, 
Guadalajara and Gothenburg.  Companies then have to address this 
in a consistent way, constantly handling difficult choices and 
dilemmas, and at the same time being true to and clear about their 
own values.  

This book is about these challenges. It’s not a linear story from A 
to Z. Instead we’ve chosen to illustrate some relevant aspects based 
on our experiences from working with numerous companies in 
global markets. The first four chapters are about the principle 
issues at stake here, such as transparency, competing values and 
the need for a moral standpoint in companies. The last three 
chapters focus on more practical aspects, such as dealing with 
sustainability reporting, local adaptation of customer offers and a 
growing market for welfare services.  

We believe that trust is key. To survive – and thrive – in this 
competitive landscape you have to earn the trust of your 
stakeholders wherever they are. The only viable way is to build a 
business true to your values and moral beliefs, where the truth 
about your activities will stand the light of day tomorrow, the next 
quarter, and also in the next six years. 
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To be global – go local 

The new communication director of a major Swedish engineering 
company had prepared herself well. She was to present the new 
management organization at their Brazilian office where the 
company had some five percent of its workforce. She was excited 
when she put the slides up. The Brazilians, not so much.  

“But there are only Swedes in the top positions…!?” said one of 
them, as if he could not believe his eyes. “How can you speak of us 
as a global company when the management is only Swedish?” 
another one asked. “At best, we are a Swedish exporting company 
with some international presence.”  

The communication director looked at her Brazilian colleagues, 
and in exactly that moment she realized that they had a long 
journey ahead of them if they were to become a truly global 
company. 

Numbers that challenge our everyday lives 
It’s certainly not news that global trade is constantly increasing. 
The flow of goods and services across the globe has never been as 
vast, and as new markets grow and mature the possibilities for 
ambitious companies are increasing.  

There are several reasons for the tripling of global trade since 
1970 (as a percentage of world GDP). Markets that were closed or 
monopolistic have opened up. Technological developments make it 
easier to meet, produce and trade both in real life and online. 
Barriers to trade in terms of duties and bureaucracy have been 
eliminated. Several new and large markets have positioned 
themselves on the global economic map. Twenty-five years ago, 
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when discussing potential markets, India, China, Brazil, Eastern 
Europe and Russia were blind spots for all but the most future-
oriented companies. 

Today these emerging markets represent the bulk of 
opportunities. And many new companies are created with global 
strategies and ambitions already in place from their first business 
plan. To characterize one's company as “born global” is no longer 
proof of hubris – rather another example of borders being less 
relevant when it comes to company plans and business. The 
Swedish start-up company Spotify, which provides a legal music 
streaming service, is a good example. Established in 2006, the 
company was first launched in the UK. Now it has tens of millions 
of users all over the world, from Asia and South America, to Europe 
and the US.     

Sweden – the small country with the large 
companies 
Looking at the Swedish example, its dependence on trade with 
other countries is obvious and has been for a very long time. More 
than half of our GDP consists of exports and imports. Although the 
EU is still our largest trading partner, trade with Asia and Africa is 
increasing rapidly every year.   

Sweden – a small country with only 9.5 million inhabitants – has 
companies that have been world leaders in their industries for 
decades. In some places these brands are more well-known than 
Sweden itself. “The small country with the large companies” has 
even become a slogan used by The Swedish Chamber of Commerce 
in China when talking about Sweden to Chinese audiences.  

The histories of the Swedish companies that have become world 
leaders in their industry – like Ericsson, IKEA, Atlas Copco, 
Sandvik, ABB, H&M, SKF, Volvo, Saab, Electrolux and Scania – 
vary, of course. But one thing is sure: they were all able to recognize 
the world outside the walls of their head office at an early stage. 
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They had the ability to conquer the world with their products. 
There were needs in Scandinavia and Europe, and by working these 
markets systematically the domestic market became less and less 
important to these companies. Products invented and developed at 
home were spread all over the world.   
 
“The trick in globalizing is to strike the delicate balance between 
being mindlessly global and helplessly local.” 
Ashok Ganguly, former Chairman, Hindustan Unilever 

Atlas Copco – when “talk” becomes “walk” 
In December 2009 the Swedish mining equipment company Atlas 
Copco announced that they would move part of their management 
to Shanghai. Following this, the Head of Business Area 
Construction and Mining Technique, Björn Rosengren, moved from 
the Atlas Copco head office in Stockholm to Shanghai.  

In many ways this was expected. While markets in Europe and the 
US were stagnating, Asia was a rapidly growing area for Atlas 
Copco, and wanting to be close to your clients and their needs is a 
perfectly acceptable excuse. Nevertheless, the move raised a lot of 
questions in the media as well as within the company itself.  

Moving business-critical activities as well as staff to key markets 
ought to be a matter of course for global companies. Yet it is still 
not uncommon to have top management groups consisting of 
Swedish, middle-aged men, who sit at meetings in Stockholm but 
declare themselves “truly global”... 

However, it’s not only a question of moving some managers 
abroad. It’s about being an integrated part of the market with 
research, development, production, marketing, communication and 
sales. It’s about adapting innovations, products and services to the 
needs and preferences of local clients and customers. It’s about 
understanding the public arena and being a part of the local society. 
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It’s about conversations with all stakeholders, building sustainable 
relations and a good reputation. 

That’s no small task and nothing one achieves in a short space of 
time. It demands heavy and long-term investments as well as a 
deep understanding of the market – the economics, politics and 
cultural characteristics. Not to mention the challenge of bridging 
the cultural gap. Suddenly, hundreds and thousands of years of 
culture that lead to a very different set of values, have to be 
reconciled and/or compromised. There’s no easy way to do this, 
and there is no way around it.  

Going global, keeping the soul and roots  
For some companies it might be tempting to build extremely local 
units, completely separate from their origins, with local 
management, local production and a local company culture. But 
that’s a dead-end especially if there are qualities and value in the 
brand itself. Then, the real challenge would be to keep the original 
core of the brand and the corporate culture, and at the same time 
build a truly local organization around that core. One may look at it 
as a tree with common roots and trunk, nourishing a number of 
different types of branches.  

IKEA may be one of the best global examples of this. A company 
with a very strong corporate culture, derived from the values of the 
founder, Ingvar Kamprad, and the origin in his small hometown in 
southern Sweden where the head office is still located, despite 
having presence in numerous countries all over the world. Or 
rather, one might argue that because of its strong roots and trunk, 
IKEA has been able to grow to its present size while still providing a 
strong brand experience in each market.  

This doesn’t mean that IKEA’s position and strategy are the same 
in all markets. In fact, after venturing into the huge Chinese market 
in the 90s, IKEA has implemented a number of strategic changes in 
terms of pricing, local sourcing, product adaptations, services and 



10 

marketing. Simply because Chinese customers are different from 
Western ones – they have different incomes, live differently and 
have different city infrastructures for transportation and services.  

IKEA’s entrance into the Indian market in the near future will 
most probably also require important changes to their position and 
strategy in order to integrate the business into an Indian context. 
This is partly for regulatory reasons, but primarily for cultural 
factors, which are similar to the Chinese. 

For IKEA, its Swedish roots have been critical. Does that mean 
that all major companies founded in small cities have to keep their 
head offices there? In 2012, engineering company Sandvik and its 
new CEO Olof Faxander moved their head office from Sandviken in 
the northern part of Sweden to the World Trade Center in 
Stockholm. They were heavily criticized for this.  

Time will tell if it was a wise decision. It is evident that the origin 
of Sandvik is an important part of the company’s history, culture 
and soul. But it may also be part of a nostalgia based on an old 
factory and derived from a closed society in the 19th century. This 
may not serve the company well in the future. The decision was a 
tough one. On the one hand, the roots, culture and soul of the 
company are key parts of the brand in its global expansion. On the 
other hand, the geographical placement of a company at a strategic 
location will enable it to recruit the right talents and meet with 
important clients. 

The outcome is what is most important: to develop a global 
organization built on trust. Where the values, culture and soul of 
the brand are strong enough to provide managers and employees 
with guidelines for building sustainable local businesses.  
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Outside the old business box 
Strong roots at home and an integrated presence in local markets 
are two key success factors for global companies. Integration 
requires strategic adaptations and changes, sometimes even 
different business models. In 2012, Chinese entrepreneur and 
owner of NEVS, Kai Johan Jiang, bought the main assets of the 
Saab Automobile bankruptcy estate. The objective was to 
manufacture electrical cars built on a Saab platform, primarily for 
the growing markets in Asia. 

His ambition has been questioned by many international analysts. 
“Where is there popular demand for electrical cars, and where is 
your distribution network?” From a traditional business model 
perspective these are relevant questions. But less so within a 
different business logic emanating from the Chinese government, 
where petrol-driven cars will be squeezed out of public usage. 
Selling electrical cars would then be done, not one by one, but in 
batches ordered by local and regional governments.  

Going one step further, we may well see a business model for 
these cars that resembles the mobile phone market. Electrical cars 
may be sold for a relatively low price, provided one buys a package 
including electrical consumption over a set period of time. Or, one 
may see a future market where cars are not purchased at all but 
rented instead.  

The important lesson here is not to get stuck in traditional 
business models and assess the chances of success for companies 
on this basis. Instead, one has to embrace the fact that in different 
political, cultural and economic contexts new ways of developing, 
producing, marketing and selling products and services will 
emerge. 

In conclusion, becoming a truly global business player is a real 
challenge. It will require an integrated presence in the relevant 
markets with diverse management teams. Those core values that 
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constitute the soul of the company, building trust among global 
stakeholders and creating a unique market position are areas that 
will need to be nursed.  

At the same time it will be essential to keep an open mind about 
the rapid and often disruptive development of successful business 
models. Global competition is fierce and tolerance of mistakes is 
much less than before.  

In this new world a close ear to the market, deep understanding of 
local needs and a high degree of adaptability will be keys to success. 
In the chapter entitled “Going below premium” we discuss mid-
market strategies as an option for global companies wanting to 
tackle these challenges.  
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Competing values 

For some time, Western values and the resulting ways of organizing 
business and society were dominant in the world, at least if one 
measures dominance in terms of building growing economies and 
societies that see more people arriving than fleeing. 

But as economic power shifted to new and emerging economies, 
this dominance weakened. We now live in a multipolar world, with 
differing sets of values. International businesses face the challenge 
of having to operate in environments with a multitude of values, 
cultures, traditions and customs. 

These differences are reflected in many contexts; the way 
managers act towards employees, how decisions are made and 
communicated, in negotiations and in the way deals are made and 
closed. 

Companies often have a set of values that have been expressed 
explicitly in some way, and that to varying degrees have been jointly 
formulated by management and employees. Companies also bear 
values that are not explicitly expressed anywhere but are perhaps 
more influential – the things communicated through the actions of 
leaders, or by tradition in a certain department. We all also bring 
assumptions about how other people – employees, competitors and 
political leaders – act and think, based on the systems we know 
from home. 

Values and customs can help or hurt a company, and in different 
ways in different markets. How do we know if what we bring to our 
various markets is useful there or not? And how do we know what 
values and customs these will compete with? What happens if we 
get it wrong, and why does it often go wrong? 
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Getting lost in the Congo 
In Joseph Conrad’s classic fictional account of the dark side of 
colonialism, Heart of Darkness, the reader follows Charles Marlow 
travelling to an Inner Station (a branch office or trading post) of an 
ivory trading company operating by the Congo River in Central 
Africa. His mission is to find and bring home Kurtz, a highly 
successful trading agent and ivory seeker. 

When Marlow arrives at his first destination, the company’s 
Central Station in Congo (a regional headquarters and logistics 
hub) he finds the operations of the company to be chaotic. The 
company representatives push slaves to their death. There is talk of 
corruption, and a power play is apparent between different 
managers. How desirable positions – those offering income on the 
side – are filled in the organization is a mystery. 

When he succeeds – after much trouble – in finding the mystical 
trading agent, he finds that Kurtz does not represent the company 
so much as himself, and that he in a bizarre way is at the same time 
in opposition to and collusion with the values and customs of the 
“natives”. Kurtz despises them, but does not hesitate to profit from 
the situation.  

Heart of Darkness is fiction, though based on Conrad’s real-life 
experience in the Congo. It is also a still-relevant story of the 
dysfunctional values of multinational corporations and their 
representatives, of misinformed top management, and of the 
challenges posed by the role of agents. 

Adapting or influencing 
An underlying theme in Heart of Darkness is the possibility of 
bringing change to the “savage natives”, saving them from their 
own ways. Kurtz, regarding himself somewhat unjustifiably 
enlightened on the subject, wanted every station in the Congo not 
only to trade, but to improve, humanize and instruct the locals.  
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In today’s discussion about companies’ roles in new markets there 
are some who echo this view: That companies should take on the 
role of missionaries or politicians, and go to great lengths to change 
what is perceived as wrong in society, such as discrimination, lack 
of human rights, or lack of democracy.  

Companies usually resist this. It would bring them problems (or 
have them banned outright) in markets like China, where political 
campaigning would not be welcome. And it would put managers in 
awkward situations, trying to combine messages about the world 
order with those about product benefits. Not to mention watching 
local competitors, unburdened by these demands, breeze by, 
comfortable with how things are already arranged. 

Companies usually resort to saying that they do what is possible 
within the limits of their business, for example by bringing a set of 
universal values (expressed in a code of conduct, for example) to 
every market where they act. But do they? Do they conduct due 
diligence to understand the challenges they will face? Do they 
provide the tools and support necessary to help staff avoid getting 
into trouble? 

 
“We have a strict code of conduct, but what is more important is 
how we ‘walk the talk’, and the most important person to do that is 
the general manager.” 
Mats Harborn, Executive Director, Scania China Strategic Office 

Today’s dark hearts 
Expatriate managers no longer do as Kurtz did, decorating their 
homes with the skulls of the local population or participating in 
rites (save for the occasional Karaoke session). The problematic 
role of the agent no longer consists of smuggling massive amounts 
of ivory tusks from the depths of the Congo (though perhaps reality 
has not changed that much in this respect).  
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Today’s corruption comes in many forms and for many reasons. 
In some markets, it is easy to spot. A prospective customer asks for 
an under-the-table payment or gift in exchange for awarding a 
contract. An official wants a facilitation fee to make a timely routine 
decision instead of letting the case rest on his desk for a while, thus 
letting the company enter the market quicker. This direct type of 
corruption skews competition and raises barriers to entry. 

In other markets, corruption is harder to spot. A business contact 
asks for a seemingly innocent favour, which deepens a friendship. 
“Could you help me with my son’s application for university 
abroad? It’s important to get it right.” 

The years and months pass and the balance of favours builds up, 
until one day the favours cross the line from innocent to corrupt. 
“Could you share a bit of inside information on the tender you’re 
doing?” 

This is harder to spot for everyone, including the people involved. 
Perhaps it’s not done on purpose, and if so, mostly without a plan. 
It is just the unfortunate outcome in a culture where favours are 
traded as part of daily life. 

This is accelerated by the fact that many new and emerging 
markets are undergoing very dynamic times, and as a result a get-
rich-quick mentality prevails. 

When discovered, it is often not clear what happened and what 
effect it had. But the smell is foul and the impression of something 
being wrong is strong. Companies end up sending out explanations 
in press releases and some employees need to find new jobs. 
 
“There are risks with having Swedish staff on the ground locally in 
India. When a person quickly gets a big share of the local decision 
making power and becomes highly respected in the local 
hierarchy, they might start to take personal advantage of their 
position in a negative way. You need to have loyal staff with good 
ethics.” 
Christina Baines, Owner and Vice Chairman of the Board, Indiska 
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The blurry view from afar 
 
“Multinationals struggle with understanding policy because they 
are not very adapted and normally rely on Indian experts and 
advisers that sometimes flounder on it. And sometimes they get 
caught in it, because the policies are never in black and white. 
Sometimes they are validating certain norms because laws can 
always be interpreted. Laws in India are not put in black and 
white.” 
Rishi Seth, Co-founder, Six Degrees PR India 

 
In Conrad’s day, the decision-makers back home were limited to 
the few accounts of those who had visited the Congo, and a few 
blurry black and white photos to form their opinions. Today, our 
infrastructure and technology has given us better and faster access 
to information. Managers can visit overseas offices several times a 
year. 

But the insights they get are still often fragmented. Decision-
makers and staff lack sufficiently deep understanding. They are 
sometimes unaware of how business is really conducted day to day, 
and local staff fail to spot when their behaviour could be perceived 
as problematic in another country. 

For example, in one instance, a company faced unfavourable 
comments on a Chinese microblog. The local marketing department 
suggested that the comments be “taken care of”, which involved a 
phone call to someone’s friend in the censorship department of the 
online service. That it would be perceived as censorship in the 
company’s European home market did not occur to them, not 
because they were bent on doing things wrong, but because 
censorship was a part of everyday life. 
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Management styles 
Not all differences in values and customs result in actions that 
border on the criminal. Some just make you better or worse at what 
you do. 

In India, the manager is expected to be the hero, and to know 
everything. Foreign managers from Sweden, for example, who are 
used to a more inclusive management style, cause surprise when 
publicly trying to involve employees in discussions about decisions. 
Employees are left wondering about the manager’s competence and 
authority.  

In China, the same thing happens, and employees can be terrified 
of being asked their honest opinion in public, at the risk of being 
proven wrong by the manager and thus losing face. 

China is in the process of transforming its economy. The three 
decades that have passed since the start of China’s opening up has 
led to a surge in productivity and growth, making China the world’s 
factory.  

But that growth model is unsustainable. The country faces a 
middle-income trap, in which rising salaries make it less attractive 
for manufacturing, but highly value-added products and services 
are not yet there to provide growth. The direction in which the 
leadership would like to take the country is towards a growth model 
built on innovation and domestic consumption. 

This would put higher demands on corporate leaders to inspire 
employees to be creative, retain them by forming attractive 
corporate cultures and create attractive brands. This is something 
different from managing a workforce where an abundance of 
prospective employees have low expectations of workplace 
satisfaction. 
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But management styles are changing. The traditional style is that 
the boss decides and others follow, a product of the old top-down 
economic system. Its usefulness in China’s transformation is low, 
and it will change with the help of both domestic and foreign 
influence. 

In India, companies are increasingly stepping away from the style 
of the dominant manager. But it is not being done by adopting an 
inclusive management style and by public discussions. Instead, 
managers hire more outspoken employees and consult with them in 
one-on-one discussions. The authority of the manager is not 
compromised. Employees may receive praise for their 
contributions, but usually only after they have been implemented 
successfully. 

Another stumbling block for companies in India is the complex set 
of factors that divide the people of India. Religion, region and class 
play important roles and influence the ability of employees to work 
successfully together. Otherwise brilliant people can fail to form a 
functioning team due to some conflict of interest or opinion that 
most foreigners cannot grasp. 

A better understanding of subtle underlying cultural differences, 
and the general development path of a society, can greatly help a 
company attract, retain and lead the best employees. 

 
“We had many workshops about hierarchy, and we expect each 
and every one of our employees to accept their responsibilities. It 
is not that they can just ask the boss and if the boss isn’t there they 
don’t do anything. That is the biggest cultural difference. And 
sometimes the local managers went crazy with our Swedish ways 
of equality and had big difficulties implementing it.” 
Christina Baines, Owner and Vice Chairman of the Board, Indiska 
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Acceptable today, unacceptable tomorrow 
There will perhaps always be some acceptance of different rules for 
different markets. We may not like the way kickbacks are paid in a 
certain market, but perhaps it is unavoidable if one is to do 
business there. There is, however, a wide gap between that 
pragmatic acceptance and the opinion that kickbacks are good, not 
the least when taking into account that things change. 
Understanding where values and customs are today is a good start. 
But what happens tomorrow?  

 
“Normally, people are more skilled so to say, than to put money on 
the table. Sometimes people say: ‘Since we have been buying so 
much from you, perhaps you could send us to some fairs or trips.’ 
We always say no, we have our company policies.” 
Martin Pei, Executive Vice President and Head of Business Area 
SSAB APAC 

 
In many countries plagued by corruption, attitudes towards it 

(and ways of dealing with it) are changing. For example, the 
Chinese government has engaged in an anti-corruption drive. While 
it is still in an early stage, it is sure to uncover unwelcome truths for 
quite a few companies.  

At the same time there are developments that lead in the opposite 
direction. Foreign media that have engaged in investigative 
journalism have suffered blocked web sites, and journalists have 
had problems renewing their visas. There have been reports of 
media organizations, such as Bloomberg, engaging in self-
censorship in order to sustain their financial information business. 

Consultancies helping clients perform due diligence on partners 
and acquisition targets have seen new limitations to their ability to 
conduct business both due to closed company registries, and 
employees facing espionage charges. 
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With tougher anti-corruption laws in the US, UK, Sweden and 
elsewhere, companies can no longer excuse themselves by not 
knowing. This is a dilemma for them, as getting knowledge has 
become harder. 

In India, the issue of corruption has gone from being something 
hardly discussed, to a broad movement. The India Against 
Corruption movement gained strength in 2011 and 2012, aiming to 
get an anti-corruption bill passed through parliament. It later 
spawned the Aam Aadmi Party (“Common Man’s Party”) that 
campaigned under the symbol of a broom and came out as the 
second-strongest party in the 2013 Delhi Legislative Assembly 
election. 

As a result, corruption is now a high-profile question that 
companies increasingly have to relate to in public, and contribute to 
solving. Companies can no longer accept corruption as a given. 

These developments in China and in India, though they have 
come about in wildly different political systems, will be a lesson to 
companies: that while some practices might be locally acceptable 
and functional ways of doing business today, they might not be 
acceptable tomorrow.  

The way to avoid this is to continuously evaluate what our 
positions are, to what extent we can realistically keep to them in 
practice, and what risks are created by any gaps we accept. If we do 
not, there is a risk we will be made into examples of old practices to 
be swept away with a broom. 

Keep talking 
We may not like some of the differences in how business is 
conducted. But they are not going away anytime soon. Globalized 
business will have to live with this fact, forever. 
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When Marlow goes through Kurtz’s belongings, he finds a report 
that Kurtz was commissioned to write for the fictional International 
Society for the Suppression of Savage Customs. While lacking in 
practical advice, it states the moral superiority of whites in 
comparison to the natives. And the last page contains a blunt 
recommendation: “exterminate all brutes”. 

Returning home, Marlow tears out this page before handing it in 
for publication. Better to keep talking and learning, than to reject 
all that is different. 
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Nowhere to hide 

If there is one thing most people dislike it is admitting their 
mistakes. That goes for personal as well as business matters. 
Mistakes are embarrassing. They break promises and forecasts, 
negatively influence careers and relationships, and leave company 
representatives to handle unhappy stakeholders.  

When confronted with mistakes – intentional or not – we can go 
to great lengths to try to make them look minor or to explain them 
away. To avoid or hide our mistakes is perhaps a human 
characteristic. Another characteristic is the urge to know, to find 
out the truth and what really happened.  

We want to know, but not always to tell. We want transparency 
from others, but prefer some opacity when it concerns us. 

New ways to share your truth 
Different cultures have different takes on transparency. 
Technological changes as well as changing attitudes, however, seem 
to support greater transparency nearly everywhere. We believe 
there is a strong global trend towards increasing transparency – as 
well as a few forces opposing it.  

Our set of tools for spreading information has changed. We are no 
longer bound by the physical reproduction and transportation of 
information, such as printing, mailing or faxing. The Internet has 
increased the speed and ease with which we can share information.  

Neither are we held back by the limited bandwidth of mass media 
such as printed newspapers and TV. While they were, and probably 
still are, able to reach huge audiences, they have a limit to the 
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number of topics they can cover, and important gatekeepers 
(editors) influence what topics get through. 

Today, our access to stories, topics and interests is endless, but 
the audience for many of these may not be great. A very local and 
minor topic can be covered somewhere on the Internet, but with 
the right circumstances and some luck, it may even rise to become 
of interest to the mass media. 
 
“Transparency is a good thing, it is moving India to more of a 
global country. It is cleaning up the system, and it will take time – 
the system was there for fifty years of our independence. In the 
last 5-10 years the real cleanup started, with the right to 
information laws. Technology also drives this, news break on 
social media now. Society is becoming more transparent because 
of social media, but that is largely restricted to urban areas and to 
people who have a smart phone.” 
Rishi Seth, Co-founder, Six Degrees PR India 
 

Technology tends to develop a lot faster than our attitudes. As for 
the sharing of information, it is evident that our attitudes lag 
behind technological trends when you consider how people today 
share sensitive information about their personal lives on Facebook 
(unthinkable ten years ago), or the way people were outraged at an 
online service-provider that made people’s criminal records easily 
accessible and searchable (which may be completely acceptable in 
ten years’ time). 

New heroes 
A new type of hero (or villain, depending on which side you are on) 
has arisen – the whistleblowers. A number of highly publicised 
cases and the possibility to suddenly influence have perhaps 
instilled new hope in the many with inside information who are 
now willing to share their information. 
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More information, and faster 
There is now more information available than ever, but it can 
sometimes be overwhelming or even misleading. On the one hand, 
we could say that it has become easier to gather a better basis for 
decisions. On the other hand, we could say that having large 
volumes of information from many sources sometimes leads to less 
certainty and as a result, the risk of poorer decision-making based 
on false information. More is not necessarily better when it comes 
to information. 

Nowadays, it is also impossible for large public-interest 
organizations to keep up with everything that is being said about 
them, and to engage in and try to manage every discussion.  

A consequence is that companies can no longer rely on a strategy 
that seeks to contain information and control conversations. 

(This was of course true before the Internet too, back in the days 
when people spoke face-to-face. But the spoken word was not 
archived nor searchable. Conversations were often forgotten, or 
even mis-remembered.) 

 
“I think there are two sides of the coin. On one side, a platform 
where everyone can talk about their personal opinions, and on the 
other side one where you lose control and a lot of rumours are 
spread.” 
Linda Xu, Corporate PR manager, IKEA China 

 
A faster news cycle has lowered the attention span of most news 

consumers to any given topic. The lasting impression of a given 
issue, say a product recall or the handling of an unhappy customer, 
is made during a very short time and is hard to change once the 
audience has moved on. 
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More diverse stakeholders 
Organizations of today also have a more complex, more diverse, 
better-connected and global set of stakeholders. These stakeholders 
come from different cultures and their view of what is right or 
wrong will differ. 

Some stakeholders have expanded their information requirements 
dramatically. Customers and investors not only want to know about 
the product and about financial performance, they also want to 
know about its environmental impact, that the company is 
compliant with local law, and is living up to (varying) expectations 
of how to conduct business. 

For listed companies, the financial markets create a rigid 
framework for what can be communicated, when and how. Because 
of the speed with which market participants can react to new 
information, any sensitive information is usually evaluated 
carefully before being released and is often bundled together in, for 
example, a quarterly earnings report. These constraints and the 
increasing respect for financial market participants is sometimes a 
source of discontent for other stakeholders. 

Stone walls that collapse 
When confronted with mistakes or tricky questions, companies 
sometimes hide behind bloodless statements crafted by corporate 
communications departments. 

A bribe becomes a “code of conduct irregularity”. Inquisitive 
NGOs and labour organizations become “valued stakeholders with 
whom we have a continuous dialogue” (when management fails to 
keep them off the premises). “Human error” is usually to blame, 
and if we only “review our processes” all should be fine (or at least 
forgotten until we get the report). 

This situation usually leaves no one better off. The corporate 
communications department lives in the illusion of having handled 
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the situation, and anyone watching concludes that the company 
must be guilty.  

What is often not realized is that there is a negative correlation 
between openness and the amount of pain caused by admitting 
mistakes. Companies raising high walls live in a false world of 
stability that quickly collapses in the face of a crisis.  

Companies with an open attitude usually fare better, being able to 
capitalise on trust built over time. When they are in a crisis, more 
people are likely to support them, and more channels will be 
available for them to communicate through. 

 
“If for example one employee in a factory expresses an opinion 
about things that need to be changed, it is very important that the 
factory manager reacts in the right way and sees this as a way to 
improve. We inform people that the social channels will be opened, 
and prepare our managers for how to handle these situations in a 
constructive way. It is important not to create a blame culture – 
more to take it as an opportunity and a way to help us develop our 
way of working. The global HQ also promoted this approach very 
much.” 
Michel Zhao, Communication Director, SKF China 

Openness as competitive advantage 
Another reason for companies to promote openness is that it allows 
them to, and is a requirement for, involving customers, partners 
and others in developing its business. Getting other stakeholders to 
buy into how the company is run - that’s what creates strong 
loyalty. 

In several industries, the existence of a vibrant ecosystem of 
partners has become the single most important competitive factor. 
This is harder to achieve in a culture where information is not 
shared. 
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Finding balance 
On the other hand, there are limits to what can be shared. Business 
models, customer lists and technical solutions are also important 
assets. When the topic of transparency comes up, let’s not forget 
that business is foremost about solving problems that give you 
access to, and a large share of, your customer’s wallets. This is 
harder if you share all you have with your competitors. 

We should not confuse transparency with complete openness and 
access to information. Transparency is about satisfying the 
reasonable need to know and understand our business, as 
expressed by our stakeholders. 

We are certainly moving towards more transparency, driven both 
by changing expectations and better tools. The challenge will be to 
find a balance that satisfies a diverse set of stakeholders, safeguards 
business secrets and upholds a company’s reputation.  

To have a chance at this, old assumptions about the merits of 
silence and fear of engaging with stakeholders need to be broken. 
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Your own compass 

	  
Swedish telecom company Ericsson has been present in China since 
the end of the 19th century. ABB has sold mill drive systems for 
copper mines in the Republic of Congo, a place ravaged by conflicts. 
Lundin Oil extracts oil in oppressive Sudan. Saab sells radar 
surveillance systems and anti-tank recoilless rifles to India where 
corruption is widespread. Stora Enso produces packaging paper in 
Pakistan where child labour is common. H&M buys clothes from 
Bangladesh where workers’ conditions are a challenge. TeliaSonera 
is a major mobile operator in rouge states like Uzbekistan and 
Kazakhstan. Atlas Copco sells drilling equipment in South Africa 
where police have shot and killed demonstrating miners. 

Are these Scandinavian companies doing the right thing – or not? 
Should one do business in countries where human rights are 
violated? Is it OK to sell your products or services to dictators? Can 
one be present in a market where corruption is commonplace? 
These are not easy questions, and we don’t believe there are any 
easy answers.  

One way of avoiding such challenges is of course to simply pull out 
from these markets. Just do business with “safe” Western 
countries. That may reduce the number of difficult questions – but 
it’s a cowardly strategy.  

Partly, because one waives numerous opportunities of advancing 
development and contributing to a better world. And partly, 
because a company cannot avoid such difficult moral issues 
anyway. In fact, it may be just as challenging in your own back yard. 
As is the case when mining company LKAB’s operation requires  an 
entire city way up in northern Sweden to physically move; and 
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when energy company Fortum’s renovation of a huge dam affects 
fishing and animal life; or when forestry company Södra is clearing 
forests and frustrating both environmentalists and hunters.  

These are all illustrations of the difficulty in balancing different 
interests. Some will say that there is only one possible compass, the 
immediate economic interest of the company: will we make money 
on this deal or not? Then you probably don’t care much about 
ethics. “If it takes bribes to get a deal, then bribe. If there is child 
labour, we close our eyes. Because if we don’t make the deal, 
somebody else will.”  

That may pay off in the short term but as a strategy for building a 
sustainably profitable business it simply won’t do. As we have 
pointed out earlier in this book, there is nowhere to hide anymore. 
Globalization in all aspects of the word means that you will be 
caught, sooner or later, with your pants down if you do immoral 
things. As a result your reputation and business will suffer severely. 
This is the simple but harsh lesson learnt by TeliaSonera from its 
dealings in Uzbekistan.  

For some companies the way to deal with conflicting interests and 
ethical challenges is to crouch behind laws and regulations. “As 
long as we follow the rules everything will be OK.” Today, there is 
an ever-growing complex system of regulation for international 
business and entrepreneurship formed by national law, EU 
regulations, interpretations and directives from government bodies, 
international agreements and voluntary policies that companies 
may adhere to for example, Global Compact and GRI.  

Companies can then claim that they “don’t take a stand on these 
issues – our responsibility is to just follow the rules made by 
others”.  

Regulations are certainly important. At best they create a common 
ground for fair competition in the global market, although they may 
also make entrepreneurship more difficult, hamper innovation and 
create unnecessarily prudent companies. 
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Still, regulations are nothing more than a framework. They don’t 
provide companies with the right answer to every specific moral 
challenge. That’s why we do not believe that a company can avoid 
having its own position about what is right and wrong in their area 
of business. Rules mean very little when it comes to navigating 
between the moral reefs, and without a moral compass companies 
will simply be lost and may even perish. 
 
“I have been working as a priest almost, for Scania’s values in 
China. Colleagues call it ‘Matsharbornism’…” 
Mats Harborn, Executive Director, Scania China Strategic Office 
	  

Thus, trust and transparency in the global market have made it 
essential for business leaders to take a clear stand on the moral 
issues that matter to their business. They will have to be able to 
look owners, associates, clients, journalists, politicians and citizens 
– as well as their own family and friends – in the eye and defend 
their decisions as just. 

Many years of working with Scandinavian companies in both 
China and India have opened our eyes to all the amazing business 
opportunities that follow globalization. However, it is equally clear 
to us that these growing Asian economies don’t just result in 
growing markets and competing companies, but also in competing 
values. We are heading towards a multipolar world where the 
perceptions of right and wrong in the West will be constantly 
challenged. 

To be successful in this world and meet the expectations of all 
stakeholders, company leaders need to stand up for their beliefs. 
This won’t be easy. Firstly, many companies and corporate leaders 
are not used to this. Secondly, and more importantly, the 
stakeholders will have different moral values and views. Even 
within their own organizations conflicting values will exist, making 
governance and management a real challenge! 
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Closing the gap between 
reports and reality 

In recent years we have been reading about corporate scandals 
almost on a daily basis. These are events where companies behave 
in a way that earns the disapproval of clients, associates, media and 
citizens. They may involve bribery and corruption, poor food 
quality, environmental scandals, poisonous toys or animal cruelty. 

Where do these scandals come from? Have companies become 
worse at managing their own businesses? Are they misbehaving to a 
greater extent than before? Do they have an inherent driving force 
to act in an irresponsible way in order to maximize their profits, 
and has that force become stronger over the last few decades? 

Probably not. Rather, what we’ve seen in recent years is much 
more likely a result of increased transparency and higher 
expectations among the public – journalists, opinion leaders, 
consumers and people in general. They all want to understand how 
products and services are produced and distributed on a global 
market. Because it makes a difference to their lives. 

For companies entering emerging markets, fulfilling demands for 
openness and transparency is even tougher. Abiding by local laws 
and customs will simply not be enough, or may even be in direct 
conflict with high stakeholder expectations in the companies’ 
domestic markets. 

But it’s fair to pose a deeper question: what is the real problem 
here? Why are so many companies obviously unable to handle this 
development in a satisfying way, in the eyes of their customers, the 
public, their owners or their associates? It’s not as if the demand for 
increased transparency is a surprise to anyone.  
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Of course there are a number of companies who actually commit 
crimes; they pay bribes, break laws and try to cheat their clients. 
Let’s be clear about that – there is no defense for their behavior. 
But in addition there also seems to be an inability among law-
abiding companies to handle openness and transparency the right 
way. There are at least three relevant phenomena that may partly 
explain this: 

1. There is a perceived gap between sustainability reports and 
reality.  

2. The functions responsible for sustainability are separated from 
core business activities. 

3. The core business of a company is not perceived as “good” 
enough in sustainability terms.  

The gap between sustainability reports  
and reality  
Reality is often much more complex than the sustainability report 
formats allow. This kind of reporting is a lot about “ticking the 
boxes”, focusing on meeting all the formal requirements and 
demands that emanate from different sets of standards and rules in 
this area. The internal perception is that as long as we have abided 
by the formal rules we are fine as a company. 

Over time the content of sustainability reporting has also changed 
and expanded. It’s quite clear that there’s been a shift. Studies show 
that some 20 years ago virtually all sustainability reporting was 
about environmental issues. Today, sustainability includes much 
more than that, such as social issues, health, human rights, child 
labor, gender and sexual discrimination, ethnical discrimination 
issues, and much more. 

Thus, the scope for companies acting as socially responsible 
corporate citizens has widened dramatically compared to just two 
decades ago! And “ticking the boxes” in order to show that one 
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fulfills all the formal requirements has become a virtual 
sustainability industry in itself.  

With such a wide interpretation of “sustainable”, it has become 
extremely challenging for companies to always do the right thing. 
The risk for actually doing something that may be perceived as 
wrong or questionable from a sustainability point of view is much 
bigger today. Especially if it’s seen as being in conflict with the 
company’s formal reporting.  

In addition, an important traditional force within many 
companies has been never to report negative news. Instead one is 
expected to always show a positive and enthusiastic image. When 
negative things happen within a business – and they do all the time, 
of course – the instinct is to protect the company and the brand by 
hiding them or at least not talking about them.   

All of this contrasts starkly with what really creates trust in 
companies. A recent study (CR Perspectives – 2013) showed that a 
major factor for creating trust in a company is transparency – when 
a company dares to talk openly about its business, and bad news in 
particular. Companies that are open about their problems and 
challenges are ranked as trust-building. Sustainability awards and 
trophies are not regarded as trust-building. In fact, they can create 
distrust – when a company gets such nice awards, does it really 
reflect the truth? 

Sustainability functions separated from the 
core business 
The consequences of this widened gap between reporting and 
reality are reinforced by the fact that sustainability work has 
become an industry in its own right, with specialized agencies 
making sustainability analyses and working in other ways with 
these issues. This is also reflected in many companies who have 
staff, separated from their core business, dedicated to working with  
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sustainability issues and reporting, and whose results are then  
filtered through the PR and communications functions, removing 
most traces of reality…  

The results are sometimes almost comic with rosy, glossy reports 
on all the good things these companies do. But do they really reflect 
reality? For example, there’s a big oil company with nice photos of 
smiling local people in beautiful traditional costumes, who are 
portrayed as somehow working at the company’s facilities in their 
report. Or H&M’s report showing beautiful women making clothes 
in factories. They chose not to show pictures of where these workers 
sleep at night. One may certainly ask oneself: what do these photos 
actually contribute? Is reality as great and amazing as these reports 
show? Most probably not.  

All this creates a clear contrast between how companies tend to 
describe themselves and the amazing work they do, on the one 
hand. And on the other hand the reality – or part of the reality – 
which the media and other players are trying to reveal, that does 
not fit into the companies’ rosy pictures. 

The Swedish-Finnish pulp and paper manufacturer Stora Enso is 
a good example of this. On their Facebook page the company 
proudly announced that their Global Responsibility Report of 2013 
had earned praise for being “one of the best sustainability report 
practices globally” (ReportWatch). At the same time, the Swedish 
business magazine Veckans Affärer reported on child labor linked 
to Stora Enso’s business in Pakistan, as well as the company’s 
attempts to hide this fact. As a result the public perception of reality 
could not have been further away from the image Stora Enso had 
tried to paint. In fact, the rosy picture may actually have reinforced 
the credibility of the journalists’ version. In reality, the truth was 
much more complicated and reasonable from Stora Enso’s 
perspective. But it was too late for credibility-building transparency 
at that stage. 
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Not “good enough” in sustainability terms 
Allowing for the sustainability and CSR industry to expand – both 
inside and outside corporations – is partly due to bad conscience. 
Many large, global companies today simply don’t believe that their 
business in itself is good enough from society’s point of view. They 
have accepted the odd notion that companies have a “debt to 
society” and an obligation to “give something back”. As if providing 
people with goods and services they need and demand doesn’t 
benefit the public enough? As if providing all their employees with 
jobs and incomes, and thus all their family members with economic 
means for food and shelter, isn’t enough? As if paying large sums of 
tax money directly and indirectly (employees’ salary tax), thereby 
contributing to schools, health care and social benefits, isn’t enough 
of a contribution to public welfare? 

Still, there it is. Many management teams seem to lack faith in 
their companies as legitimate players in society. Instead they want 
to buy legitimacy by supporting and promoting charity work, or 
paying for “pet projects” that benefit certain visible groups in 
society.  

Of course, it hasn’t helped that the public’s trust in big companies 
has decreased systematically all over the world since the middle of 
the ‘80s. But there may also be a vicious circle in play here: lack of 
faith in yourself may also further diminish the trust in you.   

A clear example is BP (formerly known as British Petroleum) 
focusing – not surprisingly – on the oil business. Their lack of faith 
in their own business led them to reinterpret BP: “better people, 
better products, big picture, beyond petroleum.” This could not be a 
more obvious signal that they don’t really believe in their business 
themselves. 
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So what should companies do? 
 
“What the multinationals can really do, apart from selling 
whatever they sell, is to influence how people think. If a big 
company talks of big issues like the environment it really matters 
and people will listen.” 
Bharati Chaturvedi, Director, Chintan Environmental Research 
and Action Group 
 
There are no easy and quick fixes. But it all starts by establishing 
strong pride in your core business among everyone in the company 
– building confidence and trust in yourselves, thus avoiding any 
temptation to buy credibility and trust. There has to be a sound and 
credible story that shows every stakeholder what your business 
contributes to society.  

In addition, the moral values of the company and your 
sustainability thinking must be integrated in the company’s 
corporate culture and business organization. It has to be owned by 
management and endure over time as a key part of the company’s 
soul, and it must feel natural to every employee.  

As a consequence you need to make sure that sustainability 
targets and responsibilities are part of the core business. Effective 
sustainability work cannot be run by a separate organization. It has 
to be integrated in the daily business and become a natural 
responsibility for each manager within the company. 

Accepting and adapting to increasing demand for transparency 
among stakeholders is also necessary. As we point out elsewhere, 
there is nowhere to hide in this new world. Reality catches up with 
you eventually. This requires having realistic targets, keeping 
promises and reporting all relevant news – both good and bad.  

Success in these respects will tend to close any potential gaps 
between reality and the company’s everyday business on the one 
hand, and the official image and communications on the other 
hand.   
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Going below premium  

Swedish ball-bearing giant SKF was one of the very first Western 
companies to enter China. In 1912, SKF established a Chinese 
operation through an agent, and opened its first sales office there in 
1916. A century of trial and error has led to a thriving business, with 
27 sales offices, 6,500 employees in China and sales of almost USD 
1 billion. Many of Sweden’s multinationals have followed SKF and 
established a presence in the absolute premium segment of the 
Chinese market. But what was unthinkable just ten years ago – 
going below the premium segment – has now become a topic of 
conversation in boardrooms all over the world.  

For decades, the premium segment has been home to Western 
corporations with export businesses in emerging markets. Swedish 
multinationals like SKF and Sandvik have long and proud 
traditions in China and India, being able to set the bar for quality, 
reliability and reputation. Domestic competition has been inferior 
in all aspects but price. Companies with a long tradition in 
emerging markets often start out with little, or sometimes no, 
competition.  

 
“Business is local. We need to find a model for delegating power to 
local business decision-makers and we need to see regional HQs. 
Many Swedish companies have not found that model yet. ” 
Mats Harborn, Executive Director, Scania China Strategic Office 
 

Many B2B companies are now considering entering the mid-
market. With the right strategy, the mid-market might offer both 
volume and economies of scale. It could also be a lever for sales in 
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other emerging markets and for consumers wanting low-cost 
alternatives in developed markets.  

A global offer in a local context 
Swedish steel producer SSAB is faithful to a distinct niche strategy, 
targeting the top of the customer pyramid for wear-resistant steel. 
These are companies that develop premium products like loaders 
and excavators. To convince customers of the benefits of their steel 
plates, SSAB shares a large part of its knowledge during sales 
pitches. With, for example, SSAB’s most successful steel plate 
Hardox (a series of all-round wear resistant plates with a 
combination of hardness and toughness, good bendability and 
weldability), the customer can use a thinner plate in their wear 
structure. Thinner plate means less weight, and thus less fuel 
consumption when the plate is embedded in the final construction. 
This is a fairly complicated process to communicate, but crucial 
when it comes to charging a premium price for the product.  

A sharp niche strategy is often very profitable, but tends to make 
companies unaccustomed to competition from new players. The 
trick to staying profitable in the premium segment has been being 
able provide a convincing answer as to why the customer should 
pay a higher price for your product. A good record of just-in-time 
deliveries, premium quality and a flawless supply chain is the basis 
for profitable business. But proper management of the intangible is 
also a major part of the success, for example, having a trusted 
brand, understanding, and leveraging local conditions and 
prerequisites. 

The challenge for multinationals has been to master the balancing 
act of being locally relevant while maintaining the exclusivity of the 
brand. In the early stages of modern international trade, having 
contacts (preferably on the political level) was crucial to getting the 
job. Concepts like the Chinese guanxi and the Indian jugaad have 
been keys to business success. Today, trust and good relations are 
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important, but gaining the trust of the power elite alone is no longer 
enough. In a highly competitive B2B market, trust must also be 
gained from more enlightened and knowledgeable customers – the 
clients of B2B clients. Suddenly, the target groups have multiplied 
by factors of millions.  

Rising protectionism 
Globalization is the dominant force, but the beginning of the 21st 
century also marked an increase in nationalism and protectionism, 
not least in China. The 2008 Summer Olympics and the 2010 
World Expo symbolized China’s giant leap onto the world stage, 
and spurred pride and self-esteem in society at large. Chinese 
consumers’ preference for domestic suppliers has been growing. 
Also in India, which never was a free-trade country from the start, 
more nationalistic sentiments have evolved in the aftermath of the 
financial crisis of 2008-2009, fuelled by arguments like: “We did 
well in India because we were not deeply integrated with the world 
economy.”  

This is when the “In China, for China” concept started to take off. 
Western know-how in a local context became the new mantra. 
Sensitivity to local culture and society became an even more 
important marketing and communication factor than previously. As 
for marketing in general, the B2C segment took the lead. Häagen 
Dazs’ green tea ice-cream, Unilever’s single-dose sachets for 
washing detergents and Samsung’s washing machine that did not 
reset after power outages (frequent in rural India) are schoolbook 
examples of early adaptations to local conditions. 

The B2B industry has followed the B2C industry, and the first step 
among large multinationals has been to open local research centres 
in China and India. These research centres were sometimes merely 
opened to meet local demand for knowledge transfer, but any real 
results from these centres have been lacking. There is, however, 
more to this development. A common objection from buyers in  
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these countries was that research and product development often 
took place in Europe and North America with little consideration of 
local conditions. So, with foreign companies’ research centres on 
the ground in China and India, product development would now be 
tailored to local conditions from the very beginning. Today SKF, 
Sandvik, Saab, ABB, Atlas Copco and others have their own 
research centres in Asia. Besides having an ear to the ground, it is 
also a cost-saving manoeuvre.  

The premium market has remained a sweet spot for foreign 
multinationals. Price competition in China is often considered a 
cut-throat endeavour, and is nothing that anyone with an instinct 
for long-term survival should engage in. The strategy of most 
multinationals entering emerging markets was to target the affluent 
top of the pyramid, requiring none, or very little, adaptation to local 
conditions – and thus lower risk. Skimming the top of the market 
has proven to be easier than targeting mid-markets, as long as 
margins remained intact. But realizing the potential of the mid-
market has forced management to re-evaluate their original 
business models.  

The birth of the B2B mid-market 
The B2C industry has been a forerunner targeting the mid-market, 
not least due to deep customer knowledge (advanced business 
intelligence and insights from surveys, focus groups etc.). To some 
extent the B2B industry has lagged behind, partly due to an 
underinvestment in branding, marketing, communication and 
flexibility in product development. But more importantly, most of 
the top 500 companies use Western business models, which are not 
well adapted to emerging market conditions.  

Rapid economic growth, more mature markets, especially in the 
BRIC countries, and global anti-poverty programmes have created 
“new” consumers, for example people and companies with growing 
competitive purchasing power. According to a report by McKinsey 
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& Company, middle-class consumers in emerging markets 
constitute almost two-thirds of the global population today. This 
creates huge opportunities, but despite strong global brands, 
multinationals have a hard time taking on local competitors. 
Companies lacking in global presence, but that have advantages in 
terms of local adaption and low costs might have a stronger appeal 
to more nationalistic-oriented consumer groups. 

Local competitors are gearing up  
Besides Huawei (China), Tata (India), Vale (Brazil) and a few 
others, there are no global super-brands coming out of emerging 
markets. The Chinese Government has been very clear to point this 
out, stating: China’s multinationals need to go global! The 
technology is there, innovation is gearing up but the ability to build 
brands that can succeed abroad has been, and still is, the eye of the 
needle.  

In the domestic market, this has led to a reverse turn: the more 
success a Chinese company has outside China, the more 
competitive it becomes in the domestic market.  

Despite the relaxation on foreign direct investment regulations in 
India, where both H&M and IKEA have now received restricted 
business licences, there is still strong opposition towards foreign 
companies in many Indian states. Some people have gone so far as 
to burn foreign flags and company signs.  

Hence, doing business in China and India has become trickier 
because of competition. A handful of international companies, like 
Revlon (France), BestBuy (USA) and Media Markt (Germany), 
have already left China. Others are struggling and are on the verge 
of pulling out – partly due to rising labour costs, a more difficult 
legal environment and changing consumer preferences. But mainly 
because local companies are getting better and far more 
professional.  
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The local mobile phone manufacturer Xiaomi sells excellent 
smartphones aggressively through e-commerce, and Chinese 
machine manufacturers such as Sany, XCMG and Zoomlion are 
getting better and better. The congestion in the premium segment 
is intense, and for companies with a heavy cost base and Western 
business models, it has become a frying pan.  

For many old super-brands, venturing into the mid-markets may 
be unthinkable. Certain companies have earned outstanding global 
reputations through years of delivering to customers’ expectations, 
building the brand and constantly raising the bar. In some cases the 
benchmark of quality is spelled BMW, Atlas Copco or Louis 
Vuitton. 

Leaving this comfort zone and venturing out into the scary mid-
market is then indeed a giant step, but for some, one that is perhaps 
unavoidable.  

Elements of a successful mid-market strategy 
Existing mid-market companies, with a lower cost bases have an 
enormous advantage over large companies with high technology, 
vast organizations and investments in research and development.  
 
“A successful mid-market strategy is small and smart. Small, 
because the new offer can’t bear high management fees, R&D and 
patents; and smart because recycling technology, material and 
know-how is a success factor.” 
Håkan Kingstedt, former Managing Director, Sandvik Asia 
 

A first tip when developing a mid-market strategy is to avoid 
brand cannibalization. This is what happens if the mid-market offer 
has a negative impact on the overall brand reputation. Inherited 
goodwill is slashed by new products with lower quality or simpler 
configuration. 
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The most common way of creating an offer for mid-markets is 
product line stretching. A downward stretch means developing 
products with lower quality or, preferably, fewer features. The 
result will be products under the same brand name that address 
different target groups with different needs.  

Products in the B2C sector often explicitly indicate that there are 
different levels of products under the same name for users with 
different budgets and needs.  

Managed the right way, capitalization on the company’s brand 
promise is an advantage in the mid-market segment. Building new 
brands is expensive, so a stretched product line is often cheaper to 
create. The ability to maintain coordination and focus in fast 
moving markets increases with a single brand to manage.  

Nevertheless, addressing the premium and mid-markets under 
the same name is risky. A customer in the premium sector might 
frown upon users in the mid-market using the same product. The 
goodwill earned for the premium segment, might be eroded when 
the product line is stretched. If the value proposition of the 
company is not crystal clear, the overall image of the company can 
take a hit. And charging a premium for goodwill and reputation is 
likely to be more difficult. 

 
“A lot of local buyers choose price over quality. We as a company 
have to reach the mid-market. Starting from R&D, being more 
tailor made, and without compromising quality, you can reduce 
some of the functionalities used in Europe, and you become more 
cost effective and competitive. Most multinationals are fighting in 
that space. One of the local firms we acquired is a leader in the 
mid-market, and part of the purpose is to take that position 
through acquisition.” 
Alfred Che, Vice President, Danfoss China 

 
Another approach is acquiring “new” (domestic or foreign) 

companies in emerging markets. These are often companies 
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operating in the same field and possessing desired customers, 
technology, competition or geographical reach. Using a locally well-
known company with a solid customer base and goodwill could be a 
strong channel for a mid-market offer. Many multinationals own 
brands that are the result of M&A deals. This does not necessarily 
make a mid-market strategy much easier, but already owning a 
brand (with some recognition) may well be a jump-start for 
business.  

A mid-market offer is not all about product development or 
acquiring an existing player in the mid-market segment. It is of 
course an entirely new business model; creating a supporting 
service offer, CRM, HR and marketing. When the premium supplier 
puts a service technician on the first flight out if something goes 
wrong, a mid-market offer might only allow support over the 
phone. The entire value chain must be adapted to the mid-market, 
not just the product itself.  

Mid-market and transparency 
In a transparent world, no brand can hide. Customers know who’s 
behind the product they are buying, and this influences their 
buying decision. But the cost of introducing a new brand to the 
market is so large, that it is a barrier that cannot be neglected. The 
marketing costs alone will often scare CEOs. And without 
capitalizing on the mother brand, it is all uphill to say the least.  

A new brand, an old brand or a new brand with a twist – at the 
end of the day it probably doesn’t really matter for a mid-market 
strategy to work. What matters is the ability to address the needs of 
customers in the local mid-market in a cost-efficient, transparent 
and attractive way.  

Lexus is Toyota, Eicher is Volvo and DeWalt is Black & Decker. To 
hide is not the point, an enlightened consumer knows all there is to 
know to make a decision.  
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The point is that a company that is totally clear in communicating 
what you get (and what you don’t get) will be the winner in the 
quest for mid-market success.  

Regardless of which mid-market strategy is most suitable for a 
company, the most important thing is to adapt the existing business 
model. This might serve as a way of becoming truly global – by 
investing heavily in a local market and then, step by step, become 
an integrated part of that national business. It is, however, 
important to note that breaking into the mid-markets is not 
something for everyone. Swedish truck manufacturer Scania, for 
example, has adhered to a premium-only strategy, and there are 
numerous other examples of multinationals that have maintained 
focus on premium business.  

Multinationals are being squeezed from all sides. A new wealthy 
middle class, ambitious competitors from China, India and Latin 
America, changing customer preferences, increased economic 
nationalism, as well as the challenge of becoming truly global 
through local integration, has put mid-markets high on the agenda 
in boardrooms all over the world.  

What a successful mid-market strategy is will vary from company 
to company. But the opportunity is real, and played well, it could be 
a chance to gain completely new and profitable business.  
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Winning the world of welfare  

In 2013 a national law was introduced in China requiring children 
to visit parents older than 60 and make sure that their financial and 
spiritual needs are met. If for some reason they couldn’t do this 
they would have to pay their parents a monthly allowance. This law 
has already led to cases of parents suing their children.  

In a way, the law reflects the Asian tradition of generations living 
together. India has had a similar law for some time now[1]. For 
Westerners, the responsibility of taking care of one’s children is 
natural. In other cultures it is equally natural to care of one’s 
parents. So why the need for a law? Simply because a growing 
number of young people in China (and India) have moved far away 
from their parents – either from rural areas to distant cities, or 
even abroad. Their urban independent lifestyle based on the 
nuclear family now challenges the old traditions of living close to 
and taking care of relatives.  

Legislation might make the transformation less harsh. But in the 
long run it’s doubtful if such central decrees will make any 
difference. China and India will probably have to meet the needs of 
its elderly by other means. For poor people, government will have 
to offer welfare services paid by taxes. However, with literally 
billions of citizens where a large fraction are doing  fairly well, both 
publicly and privately financed welfare alternatives will have to be 
considered. This will then turn into great opportunities for 
companies that offer these services.         

                                                                    
[1] Parents and Senior Citizens Maintenance Act 2007 
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Western rights and entitlements 
In each economically developed society the need for welfare 
services among citizens, from the cradle to the grave, is widely 
recognized. Be it child support, education, social insurances, 
healthcare, pensions or elderly care. These are necessities in order 
to live a long and prosperous life of high quality.  

In the Western hemisphere, it’s fair to say that the notion of 
individual universal rights formed the basis for the welfare societies 
that emerged in the 19th and 20th centuries.  

However, the solutions have varied greatly. Each country has 
chosen its own path for historical, political and economic reasons. 
In Scandinavia, for example, focus was on government providing 
welfare services. Today, these Scandinavian societies are basically 
characterised by public benefits for all citizens, financed by taxes, 
and supplied by the central and local governments. A combination 
of secular values, traditionally strong central states, social 
democratic ideas and the gradual increase of women in the 
workforce, has led to this. In the past few decades however, there 
has been some deregulation in the welfare sector, primarily in 
Sweden, resulting in an increase in private primary and secondary 
education, as well as in child care, healthcare and elderly care. 

Developments in continental Europe describe a slightly different 
path. Civil society, in terms of families, churches and organizations 
independent of government, has often been much stronger. This is 
reflected in the value systems of these societies with fewer women 
in the workforce, resulting in welfare states based on a combination 
of public benefits and services provided by non-public institutions 
and families. 

The third route is represented by the US – with a much larger 
population, stronger individualistic values and in many respects, a 
more market-oriented society. In American society individuals and 
families are normally expected to handle their own needs for 
welfare services through their regular incomes and private 
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insurance. The government limits its responsibility to those who 
can’t afford these services on their own.  

Irrespective of model, Western societies now face some serious 
challenges. Ever more prosperous economies with rising incomes 
for almost everyone leads to growing expectations. A vocal middle 
class will demand welfare services with higher quality and a better 
match to individual preferences.  

On the other hand, in almost all western societies citizens now live 
longer. 50 per cent of all new-borns today will probably reach the 
age of 90. Their needs in terms of pension schemes, elderly care 
and healthcare will grow. This means a heavier burden on the 
workforce for demographic reasons alone. In addition, economic 
growth has slowed down since the beginning of the 70s. Instead of 
annual real GDP growth of some four to five per cent, we now 
consider a growth of two to three per cent a success. 

There are only two sustainable solutions to these challenges. 
Either income is increased through raised productivity and 
competitiveness in the whole economy (and the export sector in 
particular), in order to increase economic growth. Or, relative costs 
are reduced by boosting innovation and raising productivity within 
the welfare service sector. In fact, we will probably have to do both. 

In Sweden, elderly care costs have been roughly the same for a 
long time, though the number of people above 80 has increased. 
This was made possible by reducing the number of elderly in 
institutions or special homes, for example. In 1980, six out of ten 
Swedes over 80 received some kind of elderly care in special homes 
or institutions. Thirty years later and the number is only three out 
of ten.  

An important reason for this is that people over 80 are becoming 
healthier and more vital. They are able to live in their own homes 
for much longer, provided they get the right kind of support. For 
example, technological developments have resulted in efficient 
alarm services, and have made adapted tools and furniture for the  
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elderly available at reasonable prices. Political reform has given 
elderly people (and others) access to cleaning services through tax 
deductions. Changes in needs and preferences among the elderly 
have also contributed to this, and today many prefer to live in their 
own homes for as long as possible. 

Some people may feel that they’ve been deprived of their “right” to 
an elderly home, and some of them should perhaps have had that 
option. Others protest against responsibility for their parents being 
shifted onto them. But in general most people probably realize that 
this is a necessary development in order to use limited resources in 
a more efficient way. Not least since the number of people above 80 
is now increasing rapidly.   

As a consequence, new business opportunities for private 
companies have arisen. In Sweden, for example, there is now a wide 
range of growing service companies within healthcare, education 
and elderly care. These are operating on more or less commercial 
terms and constantly gaining new experiences on how to offer their 
clients good quality welfare services at a reasonable cost. However, 
these businesses have recently been criticized politically, and 
additional restrictions on their business may emerge in the years to 
come. But there will probably be other expansion possibilities 
beyond their own backyard. 

China: communist rule and Confucian values 
China is one the world’s largest nations with 1.3 billion people and a 
rapidly growing economic impact on a global level. It’s a society in 
transformation, trying to catch up socially. Hundreds of millions of 
people have been lifted out of poverty after decades of almost 
unrestricted capitalist development in a society where China’s 
Communist Party has ruled without opposition. But many have also 
been left behind, with growing social needs and expectations.  

It is also a culture that represents a very different set of values 
compared to western values. It may loosely be described as 
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“Confucianism”, where family, relations and mutual benefits play 
key roles.  

Welfare arrangements were introduced in imperial China already 
in the 18th century regarding food supply, education and famine 
relief.[2] Within Confucianism the emperor was considered a 
“benevolent father”, responsible for taking care of citizens in need. 
It was a concept very different from the Western perspective of 
individual rights and entitlements. 

There is certainly an obligation to help within Confucianism, but 
not in a universal sense. Rather, it is limited to family and other 
close relations.  The aim is to enhance Confucian virtues such as 
benevolent paternalism, social harmony and strong work ethics. 
Those who work hard should be rewarded while others should be 
excluded from benefits.  

It may seem as though Mao Zedong and the Communist rule from 
1949 eliminated the traditional Chinese society and its Confucian 
ideas, and introduced a planned economy instead, based on 
Marxism and egalitarian principles. But in reality, part of the 
changes resembled the old regime and its values. Sure, other social 
groups were now on top of the hierarchy, but individuals such as 
party cadres, who were considered important for the greater good 
of society, still received preferential treatment (pensions, 
healthcare, etc).  All urban workers were also granted 
comprehensive social security provisions through work units 
(danwei) in state-owned enterprises (SOEs), while those in rural 
areas basically had to rely on their families for social security.  The 
urban and rural populations have been kept separate by the hukou 

                                                                    
[2] This description of China’s welfare development is derived from 

“Towards a Chinese welfare state? Tagging the concept of social security 
in China” (Sander, Schmitt and Kuhnle, Hertie School of Governance, 
2010).  
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system. The Communist state provided welfare services but in a 
patriarchal manner – mainly as a means to maintain social control. 

Deng Xiaoping’s economic liberal reforms from 1979 led to an 
unprecedented development in China. Economic growth, the 
legalisation of private businesses, and fundamental changes in 
SOEs had profound consequences on social welfare as well. 
Gradually, the hukou system eroded (but is still in place) with 
millions of migrant workers pouring into cities. As welfare demand 
increased, the government was unable to maintain the old systems 
and social provisions. This led to the shift in responsibilities for 
welfare with a fee-based educational system and private healthcare. 
In the 1990s some central social programmes were introduced for 
healthcare, unemployment, pensions and basic social protection 
(Minimum Living Standard Guarantee System – MLSGS, also 
known as dibao). But coverage remained low for the urban 
population and even lower for migrants and people living in rural 
areas.  

Growing economic differences and social unrest eventually 
triggered a reaction from the party and Chinese leaders. Hu Jintao 
launched the concept of a “Harmonious Society”, which included 
health reforms, attempts to include migrants into existing 
insurance schemes, the combating of illegal land seizure, and the 
implementation of a universal means-tested minimum support 
system.  In a sense this was an attempt to increase party credibility 
by explicitly reintroducing traditional Confucian values. And at the 
same time to build a tighter social safety net that would support a 
strong economic development. A very pragmatic and traditional 
Chinese way of looking at welfare services – just as before.  

In 2013, the new Chinese leadership clearly stated their ambition 
to address the issues of social welfare: “Reform of social affairs is 
vital to guarantee all citizens enjoy the fruits of China's 
development”. This was interpreted as a “system with everyone 
enjoying equal rights”. The market will continue to play an 
important role, but the government feels obliged to do more for the 
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really needy. Reforms in education and healthcare were announced 
at the session, and a decision was made to ease up on the one-child 
policy. 

Chinese Premier Li Keqiang is also pushing a reform to gradually 
abolish the hukou system and let agricultural workers enjoy the 
social welfare that come with an urban household registration. The 
aim is to promote urbanisation and facilitate the expansion of 
domestic demand and consumption.  

It is obvious that the underlying traditional values, forming 
Chinese welfare development for centuries as well as today, are very 
different from Western values. Still, the transformation from a 
centrally planned economy to a capitalist society in a communist 
state has seen a lot of NGOs, charities and private companies 
entering the area of welfare service in China – even from abroad. In 
this sense there is a strong resemblance with development in the 
West, but for very different reasons. 

Slow change in India 
 

“We are very fixed in our approach when it comes to social 
security. We still believe that we should take care of our parents 
and our families – it’s not the state’s responsibility. We’ve never 
had state support. We’ve been a community that lives together and 
works together.  We’ve always had joint family living and joint 
family business. Our family structure is very tight and very 
different to Scandinavia.” 
Rajeev Anand, Director, Wianxx Impex Private Limited 

 
The Indian experience is different from the Chinese.  This is a 
country with 1.2 billion people and 28 states (and seven union 
territories) – several are very large and with different languages 
and cultural heritages.  
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Half a billion Indians live below the poverty line ($1.50 per day), 
while the growing Indian middle class consists of a few hundred 
million (depending on definitions). Since the liberalisation of the 
Indian economy that began in 1992, urbanisation is growing but at 
a much slower pace than in China. 

Given the cultural multitude and a strong colonial footprint, the 
British heritage was reflected in the Indian constitution of 1949 
stating universal rights and entitlements for every citizen. In reality 
India has not even come close to implementing these social 
entitlements. The level of public spending on healthcare in India is 
only about one per cent of GDP (compared to the world average of 
six per cent), providing services of low quality. Hence a huge 
proportion of healthcare in India is privately financed out-of-
pocket, resulting in a total expenditure of three to four per cent of 
GDP. Public spending on education is also fairly low – 
approximately three per cent of GDP compared to a world average 
of five percent. 

This is partly due to India’s political structure. Responsibility for 
welfare services are divided between the government of India and 
the states, with central funding and local implementation. Given 
the characteristic features of Indian politics, where an exclusive 
elite forms allies with huge groups of poor people (leaving the 
middle class to a large extent excluded and alienated), this tends to 
promote vote-buying and rent-seeking. The result is frequent 
corruption and poor quality government management.  

Much of the social focus of Indian politics has been on targeting 
poor groups – mainly based on caste identity. The result is a 
multitude of special programmes, many of them overlapping and 
yielding poor or at least unclear results.  Still, some major reforms 
have been implemented. The Mahatma Gandhi Rural Employment 
Guarantee Act in 2005 ensures some livelihood security in rural 
areas. The National Rural Health Mission was also launched in 
2005 to provide accessible, affordable and quality healthcare to the 
rural population.  RSBY, the national health insurance programme 
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from 2008, is a government-run health insurance scheme for the 
poor in Indian. The Right to Education Act was approved by 
Parliament in 2009 and gives every child between the ages of 6 and 
14 the right to an education, and specifies the minimum norms for 
primary schools. 

In 2013, another potentially important change took place when 
direct transfers of money to the poor were introduced – by 
depositing government pension and scholarship payments directly 
into the bank accounts of people. The numbers are still modest, but 
with the help of identity numbers and new bank accounts for 
millions of people, this reform might revolutionise the financial 
system, curb corruption, and also serve as a vehicle for helping 
millions of poor people more efficiently. 

These reforms are in many respects unique to India, emanating 
from the special Indian political environment.  But there is also a 
development that is similar to China’s. Even if migration from rural 
areas to urban has not been as dramatic in India as in China, the 
consequences are parallel. Many young people are moving far from  
their families and even abroad, giving rise to a different lifestyle 
that is based more on the nuclear family and much less on the old 
Asian tradition where generations live together. 
 
“Due to work commitments, now many elderly people are 
forcefully left behind in India by their children who are working 
overseas, especially in the metros. So old age home companies are 
now appearing on the Indian market. To me it would be OK if 
foreign companies offered these welfare services, such as old age 
homes. Perhaps it would even be better because of their experience 
for the last 20 or 30 years. And at the end of the day – with 
children living abroad, and the parents reaching the 80s – it’s 
much better to have them living in old age homes knowing that 
they are safe and secure, than living alone in their own homes.” 
Nivedan Bharadwaj, Managing Director, Fortune Stones and 
Director of Bluefish 
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It has probably been more controversial and more of a cultural 
shock to the traditional Indian lifestyle than in China. India is a 
society where the majority of all marriages are still arranged by 
parents – a tradition which, in fact, many young people appreciate. 
Things may change, but it will take several generations.  

On the other hand, India is a young nation with a very young 
population: two out of three Indians are below 35. It is expected 
that in 2020 the average age of an Indian will be 29, compared to 
37 for China and 48 for Japan.  So the dependency ratio will be 
much lower for India for quite some time, and the challenges of 
fewer people of working age supporting a growing elderly group will 
be less dramatic than in China, which now faces the consequences 
of its one-child policy. 

A growing global welfare market 
A growing middle class with a different lifestyle from their parents 
and with increasing income will demand services of high quality. 
This means new business opportunities for companies offering 
welfare services in rapidly developing regions, such as Central and 
East Asia but also South America and Africa. 

Just to mention a few examples, the Scandinavia-based company 
EF Education has been in China for many years teaching Chinese 
customers English, and privately-owned Kunskapsskolan (“The 
Knowledge School”), with primary and secondary education, has 
recently entered the Indian market and is now expanding. In 
healthcare, there are companies like Swedish Health Care and 
Scandinavian Care, and in the elderly care segment, the Swedish 
paper company SCA has established an elderly care company 
(Jiahu) in Shanghai a few years ago to provide healthcare for the 
elderly at home.   

There are many competitive advantages for such companies. They 
have gained substantial experiences – working in this area for 20-
30 years – on how to combine resources in an efficient way, how to 
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operate with excellent management and to focus on quality issues, 
while being profitable.  

Still, to build a sustainable welfare business in emerging markets 
like Asia will also require a deep understanding of the political 
conditions setting the rules for these areas. One also has to realize 
the challenges of different cultural traditions that affect how 
individuals, families and society view these services and their 
benefits.  

Needs and demand are certainly necessary conditions. But export 
success will also require a fundamental understanding of the 
cultural and political differences involved. This is no small task.  
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Trust and
Once asked about the impact of the French Revolution, former 
Chinese foreign minister Zhou Enlai allegedly answered that “it’s 
too soon to say…”

Today, when quarterly perspectives dominate and companies 
anxiously try to tick the right boxes so they can be seen as good 
corporate citizens, we feel a strong need for a long-term perspective. 
One in which management teams invest in understanding 
VRFLHW\�� Ƭ�QGLQJ� WKHLU� RZQ� SDWKV�� WDNLQJ� SULGH� LQ� WKHLU� EXVLQHVV�
and daring to stand up for their actions and contributions.

This book is about what we believe will be decisive for companies 
who want to become successful in the global arena. It’s all about 
trust and transparency.


