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PREFACE BY THE FOUNDATIONS BEHIND SUITABLE FOR GROWTH

The Suitable for Growth (SfG) project is a joint effort 
by The Danish Industry Foundation and The Kata 
Foundation. 

The starting point of the SfG project is that the 
real growth in China and other emerging markets is 
not in the premium segment, where Danish indus-
trial companies operate by default. The mid-market 
defined by affordable prices and acceptable quality is 
where you will often find the booming market.  By un-
derstanding how to tap into this high growth segment 
through increased competiveness, Danish companies 
should be able to find new ways of creating value and 
employment both abroad and in Denmark.

The inspiration for this initiative comes from the 
local companies in emerging markets, who manage 
to achieve very high growth rates by an innovative 
approach to the mid-market segments in China and 
other emerging markets.  Their strategy is to develop 
affordable products based on in-depth insights into 
the context, wishes and needs of the local customers. 
This specific approach, which we have coined “Suit-
able”, has been the inspiration for developing the 
Suitable for Growth project.

During almost three years, the SfG project has 

followed, inspired and studied six medium-sized 
Danish B2B companies as they tried to expand into 
the Chinese mid-market.  Based on the insights from 
observing these companies and other successful 
companies operating in China, the project has devel-
oped a strategic framework and related cases, tools 
and guidelines to support Danish companies wishing 
to enter the Chinese mid-market.  The results are 
described in seven publications: one overall handbook 
and a series of six practical guidebooks, covering 
specific challenges and solutions to succeeding in the 
Chinese mid-market.

The primary target group for these publications 
is the medium-sized Danish B2B companies, who are 
operating in the Chinese market.  

It is the ambition and hope of the Danish Industry 
Foundation and The Kata Foundation that the insights 
and practical knowledge described in these books can 
help Danish companies consider and successfully target 
Chinese mid-market customers, thereby increasing 
the competitiveness of Danish industry. 

Mads Lebech
CEO
The Danish Industry Foundation

Peter Skat-Rørdam
President
The Kata Foundation



This book is part of a series on how Danish companies 
can grow their business in the Chinese market. The 
books focus primarily on medium-sized B2B companies 
that are already established in China and want to target 
the Chinese mid-market further. However, other kinds 
of companies in different situations may also find 
inspiration in the books.
 The books contain the key findings from the 
Suitable for Growth (SfG) project, which intensely 
supported and closely followed six medium-sized 
Danish companies over a period of almost three years 
while they tried to penetrate the Chinese mid-market. 
(For more information on the SfG project, visit  
www.suitableforgrowth.dk.) A range of other Danish 
companies in the Chinese mid-market have also been 
investigated. The books are based on in-depth under-
standing of all these companies and provide real and 
detailed examples (in some cases made anonymous 
due to confidentiality concerns).
 One handbook targets top management and pro-
vides a strategic overview of the barriers to success and 
factors that enable success in the Chinese mid-market.
 Another six guidebooks target general managers and 
business developers and provide operational guidelines 
and practical tools to support these six imperatives:

   Leverage your core
   Empower your organization
  Lower your costs
  Know your customers
   Adapt your solution
   Scale your distribution

The hand- and guidebooks are not meant to be 
exhaustive on these topics but rather to supplement 
other sources with a unique focus on the special working 
conditions for medium-sized companies and the  
specific nature of the Chinese mid-market. The books 
can be read independently and in any order according 
to the specific interest of the reader. However, the books 
should be treated as a whole, since they constitute a 
complete set of elements to be considered when entering 
the Chinese mid-market. 
 The content of this book has been prepared with 
the best effort of the authors and developed to the 
best of their knowledge. However, the authors cannot 
provide any kind of warranty and thus cannot be held 
responsible for the results of any particular application 
of the provided content.
 The project team at Universe Foundation wishes 
to express gratitude to The Danish Industry Foundation 

for financial support to the SfG program and to all 
the companies that have opened their doors to our 
curious minds. A special thank-you goes to the following 
persons, who have been very helpful in reviewing the 
books:

  Jens Skovrup, former Senior GM,  
Nilfisk-Advance Cleaning Equipment (Shanghai)

  Esben Dissing-Immerkjær,  
Vice President Global Sales, GN Otometrics A/S

   Peer Juel Rasmussen, Consultant, Rascon 
  Christian Overgaard, President, Danfoss China
  Rikard Hesslevik, Site Manager, FOSS (former 

GM in China)
  Peter Nørregaard Rasmussen, founder and owner, 

Asia Base Research

We wish you an insightful experience!

Peter Skat-Rørdam, president
Peter Jyde Andreassen, SfG program director
Thomas Aakjær Jensen, senior innovation specialist
Peter Hesseldahl, senior innovation specialist
曹仰锋 Yangfeng Cao, Ph.D. researcher

This guidebook is also available for download at www.suitableforgrowth.dk
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SCALE YOUR 
DISTRIBUTION

LOWER 
YOUR  COSTS

EMPOWER YOUR 
ORGANIZATION

LEVERAGE 
YOUR CORE

KNOW YOUR  
CUSTOMERS

This guidebook  is about

ADAPT YOUR
SOLUTION

THE SIX CHINA IMPERATIVES
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Treat China and the mid-market as a com-

pletely new market and accept that your 

previous assumptions about customers and 

customer behavior may be wrong.

 Building your sales in China is a bot-

tom-up process. You need to discover your 

customers’ needs and wants and transform 

these into a broader understanding of market 

segments. 

 Medium-sized Danish companies tailor 

their value propositions to niche segments in 

order to compete with bigger companies. A 

prerequisite for successful execution of this 

strategy is deep customer insight, enabling 

you to meet the special needs of niche cus-

tomers better than your competitors can. 

IN BRIEF

INTRODUCTION 
At first, the Chinese market seems attractive be-
cause of its vast size and growth potential. Then, 
you are overwhelmed by its enormous complexity 
and inaccessibility. Next, you struggle to under-
stand the behavior of Chinese customers. 
 How can you develop a better understanding 
of your Chinese customers, including those in the 
mid-market? How can you segment this very big 
market where provinces are more populous than 
most of Europe’s countries?
 Getting customer and market insights in 
China is not easy. Information is unreliable, or 
there’s very little systematic data to rely on. This 
leaves no alternative but to immerse yourself 
in the market even though this is difficult and 
potentially time consuming.
 Four key steps can help you build your 
market understanding from the bottom up—that 
is, based on an understanding of the individual 
Chinese customer.

INTRODUCTION

»When we use the word customer, 

we think of the potential customers 

you are targeting, especially in the 

mid-market. 

 These potential customers 

might be new to you and have quite 

different needs from your existing 

customers and could be served by 

potential competitors you don’t 

even know«

DEFINITION
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PREPARE 
TO LEARN

See your market 

through Chinese glassesThe distance from Shanghai 

to rural China is bigger than from Shanghai 

to Copenhagen. Customers in Shanghai and 

Copenhagen are more alike.

STEVEN ALTMAN, SENIOR RESEARCH ASSOCIATE

7suitableforgrowth.dk
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Your ability to understand the Chinese 
market and its customers inevitably 
depends on your background. Are you 
Chinese, a foreigner with many years of 
experience in the market who speaks 
some Chinese, or an expat from HQ over-
seas? Our assumption is that regardless of 
your background, the opportunities in the 
Chinese mid-market are new to you and 
your company. 

HOW CHINESE 
MID-MARKET  
CUSTOMERS ARE  
DIFFERENT 

Companies from Europe with a history 
of serving high-end and mid-market cus-
tomers in developed countries might take 
for granted that they also know the true 
needs and wants of Chinese customers, 
despite the obvious cultural differences. 
However, the market can turn out to be 
very different and a lot less transparent 
than expected.
 Figure 1 shows some examples of 
differences you might find when you com-
pare the demands of Chinese and Western 
mid-market customers.

IN BRIEF

The Chinese mid-market is very different, 

and you need to question and test your own 

assumptions, often by letting go of what you 

have learned and know from other markets.

8suitableforgrowth.dk
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Figure 1. The importance of various factors to Chinese versus Western mid-market customers
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The figure shows that Chinese customers generally 
expect low prices, speedy delivery, ease of use, easy 
accessibility, and OK product reliability. Product 
performance and the technical sophistication of the 
product are less important. Service, durability, and 
warranty are not expected. Products are used until 
they break down, and then a do-it-yourself repair is 
often tried or the product is exchanged.

Generally, the Chinese do not value a long prod-
uct life. Everything develops so fast that the Chinese 
do not know if they will still need a product in one 
to five years. By then, maybe the company will have 
moved or even gone bankrupt.

 
HOW RULES OF THE MARKET 
ARE DIFFERENT
Not only do Chinese customers have different needs 
and wants, but partners and competitors also behave 
differently in China. Some Danish companies have 
learned this the hard way. Rules of the market differ 
in two key aspects.

First, you can expect anybody to be your competi-
tor regardless of your relationship with them. Our case 
companies confirm that your joint venture partner, 
your distributors, and your suppliers could all become 
your competitors—or they may already be, without 
your knowing it. If a Chinese company senses a good 
opportunity, it will find ways to go after your custom-
ers and copy your products. Copying can be consid-
ered a sign of recognition of your product’s merit.

Second, Danish companies often notice that their 
local competitors play by other rules. They might be 
subsidized by the government. They might follow 
business principles that differ from those adhered to 

by Danish companies; for example, a contract is not 
considered a fixed document but is always under ne-
gotiation in China. And vague or uneven enforcement 
of laws often favors local Chinese companies.

10suitableforgrowth.dk
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THE NEED TO QUESTION 
RULES AND ASSUMPTIONS
If Chinese customers and the rules of the market in 
China are different, how do you prepare yourself to 
learn the new rules and unlearn the rules you have 
been adhering to?

Organizational development expert Chris Argyris 
developed a concept of learning that is useful in 
this context. He proposed two different ways that 
we can learn from our experiences, which he called 
single-loop and double-loop learning. Single-loop 
learning occurs when we try a strategy to achieve the 
results we want, observe the outcome of the strategy, 
and try a different strategy within the same frame-
work if the outcome is not to our liking. For example, 
entering into a contract with a Chinese customer is 
a strategy to get the results we want. If the Chinese 
company breaks the contract, we may try a different 
strategy within the same framework: we may sue the 
company. The framework here is our understanding 
of the meaning and uses of a contract from a Western 
point of view.

11suitableforgrowth.dk
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Double-loop learning occurs when we make a deeper 
assessment of the situation and look at the goals, values, 
beliefs, and assumptions underlying our framework. After 
having experienced several Chinese customers breaking 
contracts, a Western company in the process of double-loop 
learning will realize that a contract may not be perceived in 
the same way in China as in the West. In China, a contract 
is more like a formalization of a relationship based on 
mutual respect and trust, where the respect and trust are 
primary. In this framework, the reason for a Chinese com-
pany breaking a contract is that the situation has changed. 
A more effective response than a lawsuit might be to mod-
ify the contract terms out of mutual respect and trust so 
that the Chinese company can continue in the contractual 
relationship.
 It can be beneficial to experience the difference 
between single-loop and double-loop learning in real life to 
really understand this mechanism. The bottom line is that 
no matter which industry your company is in, you cannot 
simply copy the rules and assumptions from Western mar-
kets and customers to China.

A good exercise to uncover potentially wrong assump-
tions is to take pictures of your customers plying their trade 
and then discuss what you observe with colleagues. This 
type of exercise is sometimes called beginner’s mind, a 
concept from the martial arts, which refers to the idea that 
a child without preconceptions learns better. The purpose 
of the beginner’s mind exercise is to become aware of the 
assumptions you intuitively make that might be wrong 
when you move from the high end to the mid-market.

The beginner’s mind exercise 

Use beginner’s mind to uncover your assumptions regarding your Chinese customer. 

1.  Take photos of your Chinese customers at work and then look at the photos. What is 

going on? Describe what you see.

2. Identify any assumptions underlying your observations.

3. Determine how you can find out if your assumptions are right, and check them out.

For example, the photograph here might make you think about poor working conditions, 

but it might also be a booming new business started by two entrepreneurs that supplies 

specialized components to local companies that sell to multinationals. They might be 

in the process of buying more sophisticated equipment and setting up a small but more 

sophisticated factory next door.

Source: Inspired by IDEO, Human-Centered Design Toolkit

TOOL

12suitableforgrowth.dk
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Talk and listen to your customers

  Try to understand your customers by understanding what motivates them and 

how your services and products can help them achieve their goal.

  Listen to and observe your Chinese customers first and then start selling your 

solutions—not vice versa. Customer needs can vary substantially within China.

  Ask yourself if you are aware of why your Chinese customers buy your products. 

Notice your assumptions and find out if you are right.

GUIDELINES

Be aware of your 

asumptions as they 

might be wrong.

13suitableforgrowth.dk
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GATHER  
CUSTOMER  
INSIGHTS

Be close to 
your Chinese  

customers to understand 

their true needs and wants

Customer immersion 

can be a rewarding and 

surprising experience

14suitableforgrowth.dk
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IN BRIEF

Senior managers in product- and technol-
ogy-driven Western companies that rely on 
distributors, joint venture partners, or even 
their own salespeople for customer infor-
mation are often surprised when they do a 
reality check of the market information they 
have been given.  
 Much of it may be unreliable, so West-
ern companies can end up basing decisions 
on information that is not correct. In fact, 
it is not unusual for companies to be kept 
in the dark for years because of unreliable 
information. “You might have a feeling that 
the information you get is not correct, but 
you cannot get to the bottom of it,” one 
company reported.

GETTING RELIABLE  
CUSTOMER INSIGHTS
One of the characteristics of Chinese 
industrial markets is that there is a long 
chain with many links from manufacturer to 
product user. If you are not in direct contact 
with the end user, you might not know how 
your product is applied or what the final 
buying price is. 

As one Danish company told us:
“We could not understand why the sales of 
our competitively priced mid-market product 
were so low. After six months we found 
out that our product, after having passed 
through several distributors, actually was 
sold as a high-end product, with a big profit 
for the last distributor.”
 Another Danish company gave an impor-
tant insight regarding customer understand-
ing: “Your customers might not be buying 
what you are selling.”
 The point is that you might not really 
know why Chinese customers are buying 
your products. You may think that your cus-
tomers are buying into your value proposition 
on quality and value, but in fact they are 
buying your product because of a lack of al-
ternatives, because of a certain feature they 
like even though they do not like the rest of 
the product, or because they need to have a 
Western supplier to show off.
 As shown in Table 1, there can be 
a number of different barriers to getting 
reliable customer insights in China, and 
there are also a number of ways you can 
get around these barriers and enable better 
customer insights.

Getting reliable market and customer insights 

is challenging, and you need to immerse your-

self, observing and listening to customers.

 The truth is always difficult to find, so 

using various sources and checking data and 

information is critical.

15suitableforgrowth.dk
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A Danish company 
gave an important  
insight regarding  
customer 
understanding:

»Your customers 
might not be buying 
what you are selling«

Rich Chinese people buy expensive red 
wine, not because they like the taste 
but because they want to show off. 

Some even mix the wine with Coca Cola 
to make it taste better.

16suitableforgrowth.dk

GATHER CUSTOMER INSIGHTS



Unreliable information from 

sales organization

Difficulty getting access to 

customers

No access to potential  

customers

Sales filters information 

in order to not lose face in 

connection with bad sales 

performance, or guards their 

customers as their own.

Double-check information.

Bypass sales and/or 

distributors and go directly 

to customers / end users.

Motivate customers—for ex-

ample, give discounts if they 

give market feedback.

Invite key accounts to sem-

inars.

Use local exhibitions to find 

customers.

Identify local distributors with 

access to local customers.

Sales feels ownership of 

customers and does not allow 

access to them. Customers 

will not invest time in giving 

feedback when they do not 

know you.

In general, it is difficult to get 

access to potential customers 

that do not even know your 

company.

BARRIER

REASON FOR  
BARRIER

EXAMPLES HOW 
TO OVERCOME 
BARRIERS

EXAMPLES OF BARRIERS TO TRUE CUSTOMER INSIGHTS 
IN CHINA AND WAYS AROUND THESE BARRIERS

GUIDELINES Table 1. - A 

17suitableforgrowth.dk
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Unreliable market reports Lack of information on  

customer dissatisfaction

Difficulty interpreting 

information
Customers hiding the truth Distortion of information by 

long distribution chain

Market analysis reports can be 

based on made-up numbers. 

Customer problems get fixed 

by a third party, and customer 

dissatisfaction never reaches 

the company. 

Double-check using various 

sources. 

Randomly check specific/ 

critical information.

Visit customers. 

Give discount to customers for 

providing data. 

Use a customer call center. 

Invite customers to seminars/

workshops.

Allow space for  

expressing dissatis-

faction (”difficult” things, 

where “difficult”  

= “I am very unhappy”) 

as well as positive feed-

back. Ask how you can 

improve.

Visit unannounced or on 

extremely short notice. 

However, be aware that if your 

customer loses face at such a 

visit, you may lose a partner.

Do market research using 

students, universities, or  

consultants that bypass 

distributors to get information.

Chinese customers 

might behave unpre-

dictably and hide their 

dissatisfaction or exag-

gerate praise in order to 

please.

Customers may not be proud 

of their operation and may 

therefore not allow access. 

Customers may also try to 

please the interviewer by 

giving expected answers.

A long distance to end cus-

tomers and end users results 

in unreliable information.

GUIDELINES

EXAMPLES OF BARRIERS TO TRUE CUSTOMER INSIGHTS 
IN CHINA AND WAYS AROUND THESE BARRIERS

BARRIER

REASON FOR  
BARRIER

EXAMPLES HOW 
TO OVERCOME 
BARRIERS

Table 1. - B
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CUSTOMER IMMERSION 

In recent years, larger companies from Europe have 
hired ethnographers (experts on studying foreign cul-
tures) to gain a better understanding of customers in 
countries like China and India that are very different 
from customers in Europe. Undertaking such studies 
is usually not an option for medium-sized companies 
due to the costs involved. Instead, medium-sized 
companies employ any of a number of market and 
customer immersion techniques. Immersion basically 
means putting yourself in the customer’s shoes.

Immersion methods 
Companies have suggested the following customer and market immersion 

techniques:

 Make customer visits. You should never miss a chance to visit a customer 

 since you can pick up so much information that cannot be found any

 where else. Observe during visits and make notes.

 Be a part of the customer’s operation for a day. Make it known that you are 

 devoting time to this customer to develop a better product for him.

 Invite customers and users to free product workshops and ask them 

 questions about their product usage during the workshop.

 Talk frequently to key customers with whom you have good relations so 

 that they will open up.

 Talk to people in the company who have good insights from customers 

 and suppliers—for example, people in claims handling, sales, and  

 operations (manufacturing).

 Zoom in on what you want to deliver to mid-market customers by calling  

 twenty or thirty customers in different application areas and asking them 

 three to five questions on their lowest level of product acceptance.

 Visit different exhibitions and trade shows around China to meet  

 competitors, suppliers, and customers.

 Buy competitors’ products and take them apart.

 Talk to your suppliers, as they often have information on your  

 customers and competitors.

TOOL

19suitableforgrowth.dk
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Get the most of immersion  
at customer sites
You can improve the results of immersion experiences by  following a few simple suggestions:

 Take notes and make a special note of
 –  behaviors that surprise you,
 –  behaviors that you do not find rational,
 –  what is said,
 –  body language, and
 –  ways employees compensate or adjust their operation to the product.

 Visit more sites and have two people compare observations   from the same site.

 Take pictures during immersion experiences to share with   your colleagues.

 Visit unusual customers or potential customers, if   possible -– not just the usual suspects.

 If you are not able to communicate directly with the customer,  make sure your translator is a trusted person who will   translate what the customer really says—not just the words but   also the meaning. In high-context cultures, complaints are   often not voiced.

GUIDELINES

Customer immersions can be a very 

rewarding and even surprising experience 

if you shy away from show-off site tours. 

Try to hang around a bit and observe, 

and you might be in for a surprise.

20suitableforgrowth.dk
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THE STRUCTURED  
APPROACH TO CUSTOMER 
IMMERSION

The immersion methods described earlier are very 
open-ended and exploratory. You observe with an 
open mind and try to pick out new and surprising 
facts about the customer’s situation or needs. In 
some cases, you might want to use a more struc-
tured approach, where you go into the immersion 
with a very specific agenda in mind. 
 The customer/user experience map is an 
example of a structured observation. The idea is to 
try to follow the order/product all the way from the 
initial customer contact to after-sale service.
 You can also examine the customer’s experi-
ence with your product and services from a more 
detailed perspective, basically extending step 3, 
generating ideas for improvement. Go into one 
phase of the user experience like “Usage” and  
answer the following questions through observa-
tion to get deeper insight.

 Are there functions the customer does  
 not seem to use (potential elimination)? 

  Are there areas where the product/service 
delivers better performance than needed 
(potential reduction)? 

  Are there areas where the product/service 
needs to deliver better performance (potential 
improvement)? 

 Are there any unmet needs (potential  
 creation)?

The key is to observe but not to ask directly what 
the customers need. Henry Ford, the automobile 
manufacturer, is quoted as saying, “If I’d asked 
people what they wanted, they would have said 
faster horses.” It is difficult for customers to 
envision the potential solutions to their problems 
and wants.

CASE

In China you need to help your 
customer solve their problem 
first; only later should you sort 

out whose fault it is and how you 
are going to share costs. If the 
customer is king in Europe and 
the United States, in China the 

customer is god.

HENRIK THIELE, BOARD MEMBER, KNORR-BREMSE 

RAIL ASIA PACIFIC, MCKINSEY CHINA, JULY 2013

Visiting a  
customer and 
being surprised
The Scandinavian company Alfa Laval report-

ed a surprising immersion experience. One 

of the Alfa Laval valve products installed in 

breweries is 1 meter tall and weighs 25 kilo. Alfa 

Laval had a claim from a customer who said it 

didn’t work and was “crap and all bad.”

  They wanted to see the product at the 

customer site because they had never had 

such a claim on this product. They were 

reminded that the average Chinese is 1.65 to 

1.70 meters tall and weighs 60 to 70 kilo. When 

servicing this product, a Chinese worker has 

to lift it almost 0.5 meter, which is very difficult. 

Therefore, the product is often dropped and 

damaged.

 Sometimes when you visit a customer, you 

see things you wouldn’t imagine. When the site 

visitors took this case back to the central or-

ganization in Denmark, they were told that you 

need to have the right 

tools for servicing—a 

crane and a big toolbox. 

But what the workers 

in China have is a ham-

mer. Danes are bigger 

in stature and have a lot 

of fancy equipment like 

cranes, but that doesn’t 

apply to all markets.

21suitableforgrowth.dk
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Be skeptical  

of information 

from interviews 

and focus 

groups

Interviews and focus groups are 

generally more difficult to execute 

in China because customers do not 

want to lose face by admitting their 

own shortcomings, and they do not 

want to offend you by telling you 

what is wrong with your products. 

Rather, they will try to please you.

GUIDELINES

TOOL

1. Follow the user journey. From your observations, describe the touchpoints with your company.

2. Evaluate the customer experi-ence. Rate the customer’s experi-ence at the touchpoints as good, bad, or OK.

3. Generate ideas for improve-ment. List the ideas you have prob-ably already generated during your observations.

4. Extend the analysis to the dis-tribution chain. Follow the product all the way to the end user. For each stage, make the same analysis.

Source: HBR Blog Network, http://blogs.hbr.org/2011/11/using-customer-journey-maps-to/

After-sale 
service Customer 

research

Customer 
contact

Evaluation 
and purchase

Delivery
and installation

Usage

Customer/user experience map
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COLLECT  
MARKET  
INSIGHTS

Divide and conquer.  

Segmenting your Chinese 

market is a key to success.

You need to study your 
local Chinese competitors 
using the trial-and-error 

approach
PROFESSOR HAN ZHENG, TONGJI UNIVERSITY

23suitableforgrowth.dk
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Take advantage of both top-down and bot-

tom-up sources of market information.

 The Chinese market is huge and diverse, 

so don’t consider it as one market. Segmenta-

tion is the key to success.

 A low-risk growth path for mid-sized 

companies is to initially target customers 

that are likely to have demands similar to the 

demands of customers in Western markets.

 Monitor your competitors to understand 

what they are doing and why.

IN BRIEF

Western companies rely on macro data for 
market decisions, and they are used to having 
quite good information on, for example, market 
size and competitor size. In China, less data 
is available. Market reports and five-year plans 
give some insights into, for instance, how 
central or local governments are planning to 
develop infrastructure or promote certain sec-
tors. But information about industrial markets 
is much more difficult to get.
 Market surveys are generally not very well 
developed, and their results are often ques-
tionable. Can you rely on the answers given by 
Chinese informants in a market survey? Infor-
mation about specific market segments like the 
mid-market is even more difficult to get. And 
competitor information from annual accounts 
is not readily available (or reliable), especially 
from small and medium-sized companies in 
China.
 Here we provide guidelines for doing tradi-
tional Western-style top-down market research 
in China based on hard facts as well as collect-
ing market information when hard facts are not 
available (bottom-up market research).

TOP-DOWN MARKET  
RESEARCH IN CHINA

Danish companies collect market information 
in a number of different ways, and a number 
of top-down sources are available to provide at 
least some market insights. Even if you assume 
a source is reliable, be sure to double-check all 
market data and evaluate reliability.

Use various sources to collect market data and ensure it’s 
reliable.
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Top-down sources of market 
information

  China Statistical Yearbook, www.stats.gov.cn/tjsj/ndsj/2013/indexeh.htm, 

offers a download for Excel.   

 China by Numbers, from China Economic Review, www.chinaecono- 

 micreview.com/content/china-numbers-2012-cbn, provides up-to-date 

 data on China’s business, economic, and social indicators.

 China Daily, www.chinadaily.com.cn, the official English language daily 

 newspaper, is a good source for government policy and actions.

 The Economist offers excellent analysis and a weekly update on China + 

 Asia. The Economist Intelligence Unit – EIU – publishes regular in-depth  

 analysis.

 Your company bank/auditor/lawyer/consultants (such as Nordea, SEB, 

 KPMG, Deloitte) may publish a newsletter with updates from their 

 local  teams.

 Chambers of commerce (American Chamber of Commerce in Shanghai, 

 www.amcham-shanghai.org; Swiss Chinese Chambers of Commerce and 

 Swiss Chamber of Commerce Limited in Hong Kong, 

 www.swisscham.org; Danish Chamber of Commerce in China, 

 www.dccc-shanghai.com) often offer events giving high-quality 

 information about what’s going on in China.

 Chinese search engines like Baidu may be more useful than Google.

 Five-year plans in China are excellent indicators of likely futures, as such 

 plans are implemented with great determination. 

 Talk to provincial governments to understand provincial plans.

 Many market research agencies exist in China. The medium-sized 

 and larger agencies are members of ESOMAR (www.esomar.org), the 

 world association for market, social, and opinion research. Danish 

 companies have engaged consultants including Asia Base, KPMG, 

 SmithStreet, and China Bridge. 

 The Danish government has an innovation hub in China, Innovation 

 Center Denmark, that does market research.

 Watch for customer clusters and analyze where customers are – Chinese 

 provinces often provide a focus.

 Segment the market – and remember that your company conventions 

 may mislead you. There are markets, behaviors, and applications you 

 have never seen before.

 Check and analyze what competitors – especially the local Chinese 

 market leader in your industry – are doing and why.

TOOL
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»To act on limited 
market knowledge, 
take small steps 
and adjust quickly«

BOTTOM-UP MARKET  
RESEARCH IN CHINA

Even if hard data is available, we suggest you supple-
ment with more fine-grained market research. Top-
down calculations built on very big numbers for all of 
China can make even a small market share look very 
attractive, as in “if only we can get 1 percent of the 
Chinese market.” Some well-proven ways of collecting 
market data in China may help your company make a 
more accurate estimate of market size, what compet-
itors are doing, and what customers are demanding. 
Just be sure to keep updating market information.

Bottom-up sources of market information
 Use local people as sources of information. 

 Never let a chance to meet a competitor or interview a candidate from industry pass by, and 

 use the meeting to verify what you already know or assume. Provoke a telling reaction through 

 such means as throwing out “high ball” or “low ball” estimates. 

 Use students to get data. 

  Talk to all possible sources of information—competitors at trade shows, sales people,  

distributors, customers. 

 Use market knowledge from structured/transparent markets to make deductions. For example: 

 “The market in Germany is around xx EUR per capita, and observing China, the market seems 

 to be y% of Germany. Should that be the case, then adjusting for provincial development, 

 province Z would be a total of xx mEUR as population is xxx million.” Test your hypothesis with 

 your sales people, your distributors’ sales people, and similar industries. 

 Consider getting insights from other Danish companies operating in the market. As long as your 

 company is not a direct competitor, Danes abroad are usually willing to share experiences and 

 their network. The consulate/embassy/chamber of commerce normally has contact details for 

 key people. Ask for a visit or lunch; you can get a lot of practical information from one hour 

 spent with an experienced manager with daily hands-on responsibility. 

TOOL
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You can also estimate your market by building on 
a fairly good understanding of the market (sales) 
potential with individual customers achieved through 
customer immersions. Multiply this number by the 
number of customers in an area like a city or a part 
of a region. This will give you a more realistic picture 
of the total potential. From your immersion experi-
ences, you will probably also have an idea about the 
competition for the orders from each customer, and 
this should give you a more realistic idea about what 
market share you can achieve.

MACRO MARKET  
SEGMENTATION
To cope with a lack of market information, Danish 
companies segment the market. By segmentation of 
a market we basically mean sorting customers into 
homogenous groups with similar demands in order to 
better target these groups. Danish B2B companies 
use a number of segmentation criteria to zoom in on 
target markets, as shown in Table 2. COLLECTING MARKET INFORMATION 

ONE CUSTOMER AT A TIME

One Danish company has installed a worldwide customer rela-

tionship management system with procedures to make sure that 

information about customers and prospective customers from all 

markets is available to all, including HQ. A critical lesson learned is 

that one person in each market needs to be made responsible for 

managing the system.

CASE
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Price

Nature of market

Province

City tier

Climate

High end, mid-market, or low end.  

This segmentation is based on price levels and depending on the industry their might 

be even more segments (see figure 2).

 

Private or government market.  

The behavior of private versus government customers can be quite different. For  

example, government customers often prefer foreign brands while private customers 

prefer local suppliers. 

Thirty-three provinces.

Provinces can be as big and different as countries in Europe and can be targeted one at a 

time. Provinces have a different concentration of industries (see table 3) 

Cities classified as tiers 1–5.  

Economic development in China is linked to urbanization, so most companies start out 

targeting tier-1 cities

Five temperature zones.

China spans different climatic zones and weather conditions, and some products need 

modifications to fit local conditions.

SEGMENTATION CRITERIA DETAILS

Table 2 

EXAMPLES OF MACRO MARKET SEGMENTATION

GUIDELINES
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NEEDING TO ADJUST PRODUCTS  TO TEMPERATURE ZONES
The Danish company FOSS learned the hard way that segmenting according to 

temperature zones in China can be critical, as products may need to be adjusted 

accordingly 
 One of their products needs cooling to operate at a constant temperature. 

This is solved by an electrical cooling system or a simpler system using tap water. 

 But the tap water solution failed in some of the hot areas of China, as many 

companies get their water supply from big tanks on the top of their building. In 

the summer the water in these tanks heats up to the point where it is not suitable 

for cooling purposes.

CASE 

This type of segmentation is commonsense. Regarding 
segmentation by price, Danish companies in Europe 
and other developed markets are well aware of the 
three layers: high end, mid-market, and low end. 
However, the Chinese market is most likely segment-
ed differently by price. Several B2B companies with 
years of experience in China report one or even two 
more layers, as shown in Figure 2. You might need to 
do some more detailed research or have discussions 
with customers to find out what the price range is 
for customers in the different segments. Because of 
the size of the market, a fine-grained segmentation is 
necessary.
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What you see

What local  
companies see

WESTERN MARKET CHINESE MARKET

LOW END

WHAT YOU DON´T
SEE / EXPECT

LOW END

LOWER

MID-MARKET

UPPER

HIGH END

MID-MARKET

HIGH END

Figur 2. Additional layers of price segmentation in China

Another way to segment and prioritize your market is 
according to industry clusters and their total level of 
output. Table 3 lists some industry clusters in China 
and shows how the industries are concentrated in 
various provinces. The macro data to create this kind 
of overview can be found in official statistics.
 Segmenting according to geographic or demo-
graphic criteria is widely used, but in reality this is 
mostly a high-level segmentation targeting cities or 
provinces. A good alternative starting point for Danish 
companies recommended by one expert is to use a 
different and very simple segmentation of potential 
customers by familiarity.
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Chemical
(Pharmaceutical)

Pharma-
ceutical

1.72%

Shandong

Jiangsu Jiangsu Henan Henan Shandong Jiangsu Shandong Jiangsu Henan Jiangsu Jiangsu Jiangsu Jiangsu Guangdong

Zhejiang Guangdong Guangdong Liaoning Guangdong Shandong Henan Shandong Guangdong Shandong Shanghai Zhejiang Henan Shandong

14.57% 19.39% 18.80% 24.00% 11.00% 17.33% 11.19% 20.25% 16.80% 29.64% 35.28% 18.15% 15.52% 11.67%

11.73% 19.23% 10.76% 7.84% 14.73% 17.65%8.30% 10.74% 12.03% 26.30% 23.47% 17.39% 14.41% 9.96%

7.05% 8.69% 9.72% 7.45% 6.55% 7.69% 10.09% 10.79% 9.40% 15.39% 10.87% 10.37% 7.82% 9.64%

33% 47% 39% 39% 26% 40% 32% 49% 38% 71% 70% 46% 38% 31%

Shandong Shandong Shandong Sichuan Hebei Jiangsu Guangdong Shandong Guangdong Guangdong Shandong Shandong Jiangsu

6.73% 1.68% 5.10% 1.36% 7.77% 3.75% 2.93% 4.53% 6.16% 8.13% 4.99% 3.06% 7.61% 65.53%

Chemical Food Beverage Black Metal 
Processing

Non-ferrous 
metals 
Processingt

Non-ferrous 
metals  
Processing

Non-metal 
Mineral  
Manufacture

Electric 
Mechnical 
Manufacture

Telecom 
Equipment 
Manufacture

Common 
Equipment 
Manufacture

Specialized 
Equipment 
Manufacture

Transportation 
Equipment 
Manufacture

Agriculture 
Product 
Processing

Food & Beverage Metal Process Machinery Manufacturing Subtotal
INDUSTRIAL  
SEGMENT

SUB-SEGMENT

% OF TOTAL  
INDUSTRIAL  
OUTPUT

NO 1  
PROVINCE

NO. 2  
PROVINCE

NO. 3  
PROVINCE

SUBTOTAL

INDUSTRY CLUSTERS IN CHINA (2010 DATA)
Table 3
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SEGMENTATION BY  
FAMILIARITY

Segmenting by familiarity in China is used to chart 
a growth path that is not too demanding for medi-
um-sized companies. The idea is to lower the risk of 
growing in China by initially targeting customers that 
are likely to have demands similar to the demands of 
customers you have in Western markets.
 A starting point might be to sell to companies in 
Denmark that export parts or completed products to 
China. When you start selling locally in China, you can 
initially target Danish companies (follow your custom-
ers) or international corporations that are producing 
in China for export to Western markets (1). Next, 
you look for local Chinese companies that are selling 
internationally or global companies selling to Chinese 
customers (2). Finally, you target local Chinese com-
panies selling to high-end and mid markets in China 
(3). Using this strategy, you basically segment the 
market according to your familiarity with the custom-
ers and end users, as shown in Figure 3.
 Even though the Chinese economy is gradually 
becoming more domestically oriented, it is still very 
much an export-based economy. This means that 
Danish B2B companies in China are often in effect 
delivering to end users in the West. 
Familiarity is an important criterion that is linked to 
how well your core fits what customers value. You 
should first target customers that value your offerings 
the most.

GLOBAL COMPANIES IN 
CHINA SELLING TO THE 

GLOBAL MARKET

GLOBAL COMPANIES IN 
CHINA SELLING TO  

CHINESE END USERS

C
u

st
om

er
s

U
n

fa
m

ili
ar

Fa
m

ili
ar

Familiar

End users (the customer of the customer)

Unfamiliar

1 2

CHINESE COMPANIES
SELLING TO THE GLOBAL 

MARKET

2

CHINESE COMPANIES 
SELLING TO CHINESE END 

USERS

3

Figure 3. Segmentation according to familiarity with customers and end users
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RESEGMENTING THE MARKET 
 
Medium-sized companies have taught us that a key 
to success is to resegment the market to better meet 
the needs of customers in market niches. Going 
head to head with competition in existing markets is 
a challenge. First, it is usually difficult to compete 
with local players that offer cheap products and fast 
delivery. Second, providing better products is often 
difficult because you might compete with big and 
strong global companies with deep pockets that invest 
vast amounts in product development and branding. 

 Creating a disruption in the market by satisfying 
previously unmet needs or introducing completely new 
products is a challenging, uncertain, and potentially 
costly strategy. Some Danish companies have prac-
ticed part of this strategy in China by educating cus-
tomers to make them understand the need for a new 
product. Danish company Kruuse, for instance, has 

been educating Chinese dairy farmers about the need 
to cut hoofs to avoid cow diseases and consequently 
a drop in the milk production, something previously 
unknown to Chinese veterinarians.
 More commonly, Danish companies try to re-
segment the market to better meet specific needs of 
certain customers, offering excellent value (for money) 
to them. The Danish company DESMI has done so by 
finding market niches where pumping is needed in 
critical and difficult situations. An example on this 
are found in their OSR (Oil Spill Response) segment. 
DESMI targets salvage bureaus and companies in 
this niche. Instead of being just a hardware supplier 
of pumps with certain specifications, DESMI has 
focused on delivering complete oil spill recovery 
solutions of which their pumps are just one part. 
DESMI solutions build on extensive knowledge used 
to configure the right solution for customers and are 
difficult to copy.

When you join this company, you will learn the most important rule: Listen to the market and listen to the customer but don’t listen to the top people. That is our golden rule; the number one rule.WILLIAM WU, GENERAL MANAGER, HAIER GROUP
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SEGMENTATION TO AVOID 
BAD CUSTOMERS 
The companies we have worked with also segment 
customers according to attractiveness. Companies 
tell us they look out for “black customers.” Black in 
China is a color associated with bad luck, evil, and 
misfortune.

Black customers are customers that
 can potentially become your competitor by a 

 rather easy backward integration; 

 will not pay for service—that is, are not interested 
 in investing in a relationship; 

 are generally not interested in building a relation
 ship with you on a personal level; 

 clearly have alternative suppliers, which they use 
 frequently instead of you; and 

 are not well respected in the industry.

MONITOR YOUR  
COMPETITORS 
 
It is always a good idea to know who your competitors 
are. If you are struggling to get reliable information 
from your customers, it may be time to have a closer 
look at your Chinese competitors to understand what 
they are doing and why. Just as the Chinese have 
been good at copying Western technology and product 
designs, Western companies can learn a lot from cop-
ying the Chinese way of operating in the market.

 Leading Danish companies in China are paranoid 
about their local Chinese competitors, and therefore 
they closely monitor and benchmark themselves to 
keep up.
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TOOL

How to benchmark your company against Chinese competitors
Choose two to three main competitors and map your performance against theirs on five to ten parameters, as illustrated in the 
figure below. Make sure you select relevant parameters, ideally based on customer/partner feedback obtained as described in the 
section on customer immersion. Pay special attention to how your compare on your core competence.

The brown and green companies show similar profiles, while the orange company shows a different profile, which also matches the 
market share status of these three players. The sales force (direct and indirect sales expertise and number of sales people) will be 
the “key battle” in this example.

10

9

8

7

6

5

4

3

2

1

0

How three competing companies compare on eleven parameters

Product  
quality

Product  
range

Tech- 
nology

Price Sales 
people 

expertise

Sales 
people 

number

Dealer 
expertise

Dealer 
number

Service Lead time Marketing

Key battle
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SHARE WITHIN 
THE COMPANY

Insights and decisions 

must go hand in hand

Use your knowledge to 

help the customer find 

the right solution
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One of the keys to success is the ability to 

transfer your insights into solutions that are 

suitable to the Chinese target segment in 

question. 

 Information about customers and 

markets must be shared between the head-

quarters and the subsidiary, and practices to 

educate customers, HQ, and the subsidiary 

about your product and the markets should 

be implemented. 

The companies we have worked with have made 
it clear that collecting customer and market 
insights is not enough. These insights must then 
be shared widely within the company. If they 
are not shared, decisions will be made on an 
unequal basis. A subsidiary in China might feel 
very positive about an opportunity in China based 
on market and customer insights residing locally. 
However, if the market information is not shared 
with the head office, they might not sponsor the 
local investments asked for by the subsidiary. 

HOW DANISH COMPANIES 
SHARE INFORMATION 

Here we will describe two different types of 
practices used by Danish companies to share 
customer insights and market information, as 
shown in Table 4. First, there are practices to 
create understanding of markets and customers 
shared by the subsidiary and the Danish HQ. 
Second, there are practices used in educating 
customers, the subsidiary, and HQ about prod-
ucts and markets.

IN BRIEF
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Table 4

PRACTICES USED BY DANISH COMPANIES TO SHARE INFORMATION 

 Customer dinners

 China secondments

 Customer relationship building
 Idea testing

 Training at HQ
 Expert in China

 Management meetings in China 
 Promotional tours to HQ
 Customer/distributor training academies

UNDERSTANDING PRACTICES

HQ

 SUBSIDIARY

EDUCATING PRACTICES

The difficulties in understanding the  Chinese market are compounded by the fact that most Danish companies use  distributors to sell their products. 
CHINA EXPERT
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HEADQUARTERS 

What does HQ do to understand China? HQ gener-
ally tries to understand local customers through 
customer visits and dinners with customers. The 
latter is frequently used and provides some cus-
tomer insights, though several dinners are often 
needed to get a good conversation going. For a 
better understanding of the subsidiary, HQ sends 
people on shorter-term secondments to China. 
Some companies find it difficult to send people 
away for more than a couple of months. Some 
HQ recognize that especially in the early phases 
of Chinese operations, a search is going on for a 
business model that works in China, and there-
fore HQ follows these activities closely. In one 
company the CEO visited China once a month for 
several years during the build-up of the Chinese 
operation.

 
 

SUBSIDIARY 
Earlier we discussed some of the immersion 
practices used by local Chinese offices to under-
stand customer needs. Part of this is building 
up relationships and guanxi. But the local office 
must also understand the visions and strategies of 
HQ. Otherwise, they risk undertaking activities for 
which they cannot get support.
 One of the understanding practices used is to 
bounce ideas off HQ people to understand what 
they like and do not like. Generally, understand-
ing between HQ and the subsidiary is a critical 
issue. The subsidiary often thinks of HQ as slow 
moving, while HQ often finds the subsidiary lack-
ing in understanding and appreciation of values 
related to the corporate products and brand.

Understanding customers and markets is a good 
starting point for succeeding with business crea-
tion activities in China, but it is not enough. Ed-
ucational activities also need to take place. Cus-
tomers that are relatively new in a business need 

to be educated about what they do not know that 
they need. This is often the case in China with 
many young companies. The subsidiary might 
need to be educated with application knowledge 
residing at HQ that could be valuable to Chinese 
customers. And HQ employees might need to be 
educated about local conditions in China.

HEADQUARTERS 
All the companies we have worked with, even 
the smaller ones, send subsidiary people to HQ 
for training, not just to learn about products or 
manufacturing but also to make sure that every 
employee understands the values of the company. 
HQ might also be involved directly in customer 
education through seminars organized by the 
subsidiary that feature an expert from HQ. 

SUBSIDIARY 
Several managers in China have told us about 
their ongoing effort to educate management at 
HQ to really understand China and the mid-mar-
ket in particular. One way of doing this might be 
top management meetings held in China. More 
experienced local general managers often do a 
sort of promotional tour to HQ to gain support for 
new ideas or initiatives. These general managers 
might make presentations on a new project, solic-
it the support of key decision makers, and get the 
involvement of technical experts.

Understanding  
practices 

Educating  
practices 
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TOOL

How to educate through visualizing Chinese market segments
Communicating how the Chinese market is structured and which provinces, industries, and regions to target can be difficult, especially if you need to convince a busy 

top manager from HQ who has limited insight into the market. A visual depiction of China illustrating the regions to focus on, their market size, and their sales potential 

is a simple and powerful tool to communicate the message and strategy. See the figure below.

A visual depiction of China and its population by province

Xinjiang

Xizang

Qinghai

Gansu

Heilongjiang

Liaoning

Jiangsu: 13.35%

Shandong: 12.99%

Guangdong: 12.45%

Jilin

ShandongShanxi

Henan

Inner Mongolia

Ningxia

Hebei

Shaanxi

Hubei
Anhui

Jiangsu

Taiyuan

Chongoing

Guizhou

Yunnan Guangxi

Jiangxi

Hunah

Guangdong

Hainan

Fujian

ZhejiangSichuan

Tianjin
Peking

Shanghai

Hongkong

East

Middle-South

North

North-East

Middle-West

North-West

Top 10 provinces list

1 Jiangsu 13.35%

2 Shandong 12.99%

3 Guangdong 12.45%

4 Zhejiang 7.48%

5 Liaoning 5.13%

6 Henan 5.05%

7 Shanghai 4.39%

8 Hebei 4.39%

9 Sichuan 3.30%

10 Fujian 3.06%
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Apply your knowledge 

to help Chinese  

customers find the 

best solution.
EDUCATING HQ TO 
GAIN MORE SUPPORT

The general manager of one participating 

SfG company spends almost half of his 

time communicating with and educating 

HQ in Denmark to ensure that they under-

stand the Chinese situation. Some of the 

methods he uses are holding yearly cor-

porate strategy seminars in China, touring 

with top management to visit customers in 

the more rural areas of China, and inviting 

external experts and consultants to speak 

at seminars about the Chinese market 

situation. As a result of sharing knowledge 

and thereby educating HQ in Denmark, the 

support from HQ has improved and the de-

cision process often runs more smoothly 

and quickly.

CASE

Several companies have established customer training 
academies for both current and potential customers/
distributors. This effort is important because it helps 
customers appreciate the value of their products. The 
purpose of educating customers is not to force West-
ern products on them. Rather, it is about matching 
Chinese customer needs with available products and 
solutions that might not otherwise be known to the 
Chinese customer.

Tips on educating the Chinese

These tips are offered by our case companies:

 The Chinese want skills, not theories.

 Tie your training very specifically to your product’s uniqueness.

  Do not be afraid to show directly how your Western products are  

superior to those of your competitors. 

 Relate training to sales—more training, more sales.

  International experts from the head office are respected, so use 

them in China.

GUIDELINES
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UNDERSTANDING,  
EDUCATING, AND SELLING 

A common saying is that the purpose of good mar-
keting work is to make selling superfluous. This is 
exactly the philosophy that has been conveyed to us 
by Danish and Chinese executives. You must under-
stand customers and markets before selling becomes 
effective. Because application knowledge is such 
an important element in how medium-sized Danish 
companies compete, the most productive approach 
to selling is often to behave more like consultants 
tending to client challenges. 
 Consultative or diagnostic selling is based on 
using your knowledge to help the customer find the 
best solution, just like a doctor tries to find the best 
solution for the patient. The example often used to 
illustrate this is the customer coming into a DIY shop 
asking for a drill. Your job as the sales person is to ask 
the questions that help the customer find the right 
solution:

 What are you going to use the drill for  
 (job to be done)?

 What do you want to achieve (gain)?
 What material are you going to drill into? 
 What is your level of experience (pain)?

  Once you have that information, you can recom-
mend that the customer buy drill x (solution).

Transfer your  
insights into solutions
Good customer insights and good customer relations drive sales in Chi-
na. One of the keys to success is the ability to transfer your insights into 
solutions that are suitable to the Chinese target segment in question. 
For many Danish companies this means adapting products for the Chi-
nese market, offering a price that is acceptable, and offering a solution 
that provides better value than that of competitors.

GUIDELINES

Helping the customer 

find the right solution

The furniture fabric company Gabriel developed a new fabric primarily for the Chinese mar-

ket. To reduce cost, they made the fabric thinner than their other fabrics. During the develop-

ment process, they were in dialogue with potential customers to verify the perceived quality. 

One of the customers complained about the thinner fabric and requested that Gabriel make 

the fabric thicker. Gabriel looked into the manufacturing process used by the customer and 

the form of their sofa products, and instead suggested that the customer change the density 

of their upholstery. This solved the problem with the thinner material.

CASE
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THE IMPORTANCE OF  
CUSTOMER INSIGHTS

Customer insights drive your Chinese sales. Custom-
er insights will make you better understand which 
customers are right for you and what you should offer 
them to get their orders.
 Good customer understanding is, of course, 
important to every company. However, if you are a 
mid-sized company, targeting niche markets is espe-
cially important. Several of the companies we have 
worked with are building their competitive advantage 
on application knowledge. They offer their customers 
better value because they have a better understanding 
of how to solve the customer’s problems and meet the 
customer’s needs effectively. This requires customer 
insights.

We have offered these suggestions for gaining custom-
er and market insights:
1. Prepare your company for learning by being  
 willing to unlearn what you think you know and  
 to use beginner’s mind to see the unique needs of  
 Chinese customers.
2. Use customer immersions, not interviews or focus 
 groups, to gather information about the needs of 
 Chinese customers.
3. Segment the market by finding niches or  
 customers with users that are familiar to you.
4. Share your insights, whether you are at HQ or at 
 the subsidiary, since big decisions require that 
 both parties share an understanding of the  
 market.
 Do not take anything for granted in relation to the 
Chinese market and customers. The world is not so 
flat; there are often big differences between a home 
market in Europe and the Chinese market.

SUMMARY

SHARE WITHIN THE COMPANY

suitableforgrowth.dk
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FURTHER READING

Gouillart, Francis J., and Frederick D. Sturdivant. Jan-

uary 1994. Spend a day in the life of your customers. 

Harvard Business Review. 

This is a classical article advocating the need for senior 

managers to understand customers. It presents some 

good thoughts on why customer understanding is im-

portant as a source of business development.

IDEO, Human-Centered Design Toolkit, downloadable at 

www.ideo.com/work/human-centered-design-toolkit. 

Even though this toolkit is geared toward social entre-

preneurship efforts in poor countries, it has good and 

very detailed descriptions of tools that can be used for 

customer immersion experiences in China.

Rawson, Alex, Ewan Duncan, and Conor Jones. Septem-

ber 2013. The truth about customer experience. Harvard 

Business Review.

A good article on customer journeys. Argues that a 

customer’s experience starts long before and continues 

after buying products and services. Companies should 

examine customer satisfaction with the complete com-

pany experience, not just the individual touchpoints.
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TOOLBOX
Collection of  tools and guidelines to support your own work with 
customer insights in China.

The beginner’s mind exercise 

PAGE 12
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PAGE 22
Examples of barriers to true 

customer insights in China 

and ways around these 

barriers  

PAGE 17-18

Immersion methods 

PAGE 19

PAGE 25
Top-down sources of market 

information products.

TABLE 1

The beginner’s mind exercise 

Use beginner’s mind to uncover your assumptions regarding 

your Chinese customer. 

1.  Take photos of your Chinese customers at work and then look at 

 the photos. What is going on? Describe what you see.

2. Identify any assumptions underlying your observations.

3. Determine how you can find out if your assumptions are right, 

 and check them out.

For example, the photograph here might make you think about poor 

working conditions, but it might also be a booming new business 

started by two entrepreneurs that supplies specialized components 

to local companies that sell to multinationals. They might be in the 

process of buying more sophisticated equipment and setting up a 

small but more sophisticated factory next door.

Source: Inspired by IDEO, Human-Centered Design Toolkit

Immersion methods 
Companies have suggested the following customer and market 

immersion techniques:

 Make customer visits. You should never miss a chance to visit a customer 

 since you can pick up so much information that cannot be found any

 where else. Observe during visits and make notes. Be a part of the customer’s operation for a day. Make it known that you are 

 devoting time to this customer to develop a better product for him.
 Invite customers and users to free product workshops and ask them 

 questions about their product usage during the workshop.
 Talk frequently to key customers with whom you have good relations so 

 that they will open up.

 Talk to people in the company who have good insights from customers 

 and suppliers—for example, people in claims handling, sales, and  

 operations (manufacturing).
 Zoom in on what you want to deliver to mid-market customers by calling  

 twenty or thirty customers in different application areas and asking them 

 three to five questions on their lowest level of product acceptance.
 Visit different exhibitions and trade shows around China to meet  

 competitors, suppliers, and customers. Buy competitors’ products and take them apart. Talk to your suppliers, as they often have information on your  

 customers and competitors.

Get the most of immersion  at customer sites
You can improve the results of immersion experiences by 
following a few simple suggestions:

Take notes and make a special note of behaviors that surprise you, 

 behaviors that you do not find rational, 
 what is said, 

 body language, and 

 ways employees compensate or adjust their operation to  

 the product.

 Visit more sites and have two people compare observations  

 from the same site.

 Take pictures during immersion experiences to share with  

 your colleagues.

 Visit unusual customers or potential customers, if  
 possible—not just the usual suspects.

 If you are not able to communicate directly with the customer, 

 make sure your translator is a trusted person who will  
 translate what the customer really says—not just the words but  

 also the meaning. In high-context cultures, complaints are  

 often not voiced.

1. Follow the user journey. From 

your observations, describe the 

touchpoints with your company.

2. Evaluate the customer 

experience. Rate the customer’s 

experience at the touchpoints as 

good, bad, or OK.

3. Generate ideas for improve-

ment. List the ideas you have 

probably already generated during 

your observations.

4. Extend the analysis to the distri-

bution chain. Follow the product all 

the way to the end user. For each 

stage, make the same analysis.

Source: HBR Blog Network, http://blogs.hbr.org/2011/11/using-customer-journey-maps-to/

After-sale 

service

Customer 

research

Customer 

contact

Evaluation 

and purchaseDelivery

and installation

Usage

Customer/user experience map

Top-down sources of market 
information
 China Statistical Yearbook, www.stats.gov.cn/tjsj/ndsj/2013/indexeh.htm,  

 offers a download for Excel.
 China by Numbers, from China Economic Review, www.chinaecono- 

 micreview.com/content/china-numbers-2012-cbn, provides up-to-date 

 data on China’s business, economic, and social indicators.
 China Daily, www.chinadaily.com.cn, the official English language daily 

 newspaper, is a good source for government policy and actions.
 The Economist offers excellent analysis and a weekly update on China + 

 Asia. The Economist Intelligence Unit—EIU—publishes regular in-depth  

 analysis.

 Your company bank/auditor/lawyer/consultants (such as Nordea, SEB, 

 KPMG, Deloitte) may publish a newsletter with updates from their 

 local  

teams.
 Chambers of commerce (American Chamber of Commerce in Shanghai, 

 www.amcham-shanghai.org; Swiss Chinese Chambers of Commerce and 

 Swiss Chamber of Commerce Limited in Hong Kong, 

 www.swisscham.org; Danish Chamber of Commerce in China, 

 www.dccc-shanghai.com) often offer events giving high-quality 

 information about what’s going on in China.

 Chinese search engines like Baidu may be more useful than Google.
 Five-year plans in China are excellent indicators of likely futures, as such 

 plans are implemented with great determination. 
 Talk to provincial governments to understand provincial plans.

 Many market research agencies exist in China. The medium-sized 

 and larger agencies are members of ESOMAR (www.esomar.org), the 

 world association for market, social, and opinion research. Danish 

 companies have engaged consultants including Asia Base, KPMG, 

 SmithStreet, and China Bridge. 
 The Danish government has an innovation hub in China, Innovation 

 Center Denmark, that does market research. Watch for customer clusters and analyze where customers are—Chinese 

 provinces often provide a focus.
 Segment the market—and remember that your company conventions 

 may mislead you. There are markets, behaviors, and applications you 

 have never seen before.
 Check and analyze what competitors—especially the local Chinese 

 market leader in your industry—are doing and why.
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Bottom-up sources of market  

information

 Use local people as sources of information. 

 Never let a chance to meet a competitor or interview a candidate from industry pass by, and 

 use the meeting to verify what you already know or assume. Provoke a telling reaction through 

 such means as throwing out “high ball” or “low ball” estimates. 

 Use students to get data. 

 Talk to all possible sources of information—competitors at trade shows, sales people,  

 distributors, customers. 

 Use market knowledge from structured/transparent markets to make deductions. For example: 

 “The market in Germany is around xx EUR per capita, and observing China, the market seems 

 to be y% of Germany. Should that be the case, then adjusting for provincial development, 

 province Z would be a total of xx mEUR as population is xxx million.” Test your hypothesis with 

 your sales people, your distributors’ sales people, and similar industries. 

 Consider getting insights from other Danish companies operating in the market. As long as your 

 company is not a direct competitor, Danes abroad are usually willing to share experiences and 

 their network. The consulate/embassy/chamber of commerce normally has contact details for 

 key people. Ask for a visit or lunch; you can get a lot of practical information from one hour 

 spent with an experienced manager with daily hands-on responsibility. 

TABLE 2

TABLE 4

How to educate through visualizing Chinese market segmentsCommunicating how the Chinese market is structured and which provinces, industries, and regions to target can be difficult, especially if you need to convince a busy 

top manager from HQ who has limited insight into the market. A visual depiction of China illustrating the regions to focus on, their market size, and their sales potential 

is a simple and powerful tool to communicate the message and strategy. See the figure below.

A visual depiction of China and its population by province

Xinjiang

Xizang

Qinghai

Gansu

Heilongjiang

Liaoning

Jiangsu: 13.35%

Shandong: 12.99%

Guangdong: 12.45%

Jilin

Shandong
Shanxi

Henan

Inner Mongolia

Ningxia
Hebei

Shaanxi

Hubei
Anhui

Jiangsu

Taiyuan

Chongoing

Guizhou

Yunnan
Guangxi

Jiangxi
Hunah

Guangdong

Hainan

Fujian

Zhejiang

Sichuan

Tianjin
Peking

Shanghai

Hongkong

East

Middle-South
North

North-East

Middle-West
North-West

Top 10 provinces list

1 Jiangsu 13.35%
2 Shandong 12.99%
3 Guangdong 12.45%
4 Zhejiang 7.48%
5 Liaoning 5.13%
6 Henan 5.05%
7 Shanghai 4.39%
8 Hebei 4.39%
9 Sichuan 3.30%
10 Fujian 3.06%
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How to benchmark your company against Chinese competitors

Choose two to three main competitors and map your performance against theirs on five to ten parameters, as illustrated in the 

figure below. Make sure you select relevant parameters, ideally based on customer/partner feedback obtained as described in the 

section on customer immersion. Pay special attention to how your compare on your core competence.

The brown and green companies show similar profiles, while the orange company shows a different profile, which also matches 

the market share status of these three players. The sales force (direct and indirect sales expertise and number of sales people) 

will be the “key battle” in this example.
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