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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
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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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THE SIX CHINA IMPERATIVES

This guidebook 
is about

SCALE YOUR 
DISTRIBUTION

LOWER 
YOUR  COSTS

EMPOWER YOUR 
ORGANIZATION

LEVERAGE 
YOUR CORE

KNOW YOUR  
CUSTOMERS

ADAPT YOUR
SOLUTION
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Your core is something you do better than 

your competitors that makes your target 

customers choose you, because they find you 

deliver a superior value. 

 You must leverage a part of your compa-

ny’s core in China.

 You must find your unique Chinese core, 

develop it further, and become even more 

successful at it.

IN BRIEF

INTRODUCTION 
Medium-sized companies generally speculate 
intensively about how to compete in China with 
big multinationals as well as with local Chinese 
competitors. What is the unique role that these 
medium-sized companies can play and what are 
the sources of their competitive advantage? This 
is particularly important to understand in relation 
to attacking the fiercely competitive Chinese 
mid-market.
 Your ability to be competitive in any market 
rests on the strength of your core competency–
your core, for short. Finding your core may not be 
easy because

  your core often rests on a number of intangi-
ble elements (i.e. customer relations, values, 
human skills etc.), and 

  your core in China is different from your core 
in other markets closer to home.

Defining your core in China requires a critical 
look at established rules of success for your 
business.

This handbook aims to help you find your 
Chinese core and leverage it to gain a competi-
tive advantage. It suggests four steps to finding 
your Chinese core and putting this to use in the 
Chinese market.

INTRODUCTION

 “Todays order winner is tomorrows order qualifier” 
CHINA EXECUTIVE
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UNDERSTAND 
THE CORE  
CONCEPT
Find the sources of you

r 

core to stay competitive 

in China

What you are good at in 

Denmark is probably not the 

same you should be good at in 

China

UNDERSTAND THE CORE CONCEPT
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IN BRIEF The concept of core is important because 
China is a highly competitive market where 
it takes something special to gain and 
maintain customers. If you don’t have a 
core competency that you can leverage in 
China and you are a medium-sized com-
pany with limited resources, you should 
consider whether entering or staying in 
China is right for you. Core will help you 
understand which elements you have to 
develop to stay competitive in China.

Core is the foundation of a company’s core 

business. The core business defines the basic 

needs the company serves and the products 

and services that fulfill them. 

 Core is organizational and not individual 

or dependent on one single person.

 Not all elements of core need to reside 

within your company; core can build partly on 

capabilities and resources of external partners 

and suppliers.

UNDERSTAND THE CORE CONCEPT
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WHAT IS CORE?
Core is what you are particularly good at doing that 
makes you highly attractive to customers. 
 To better understand what core is, think of your 
company as a tree, as illustrated in Figure 1. A 
company produces products and services (the fruit) 
through resources like physical machinery, employ-
ees, and capital (the branches) and capabilities like 
manufacturing and product development (the trunk). 
The capabilities that are best in class are called core 
competencies (the roots).
 In simple terms, capabilities are something the 
company is capable of doing with its resources. A 
competency is something the company does well 
(competently), and a core competency is something 
the company does better than its competitors and to 
the benefit of its customers, i.e. delivering the best 
value for the money.  
 Danish pump company DESMI manufactures oil 
and water pumps optimized for marine and offshore 
engine room use that reduce operating costs for ship-
ping and oil companies. DESMI’s core competency is 
applying suitable solutions to optimize flow processes 
in the customer’s engine rooms. DESMI’s core, put 
simply, is application knowledge.
 Medium-sized Danish companies operating in 
China are sandwiched between Chinese companies 
and multinationals. Therefore Danish companies 
might leverage their core by targeting specific market 
niches where they can provide their customers with 
the best value for their money. In these niches, Dan-
ish companies can deploy their core effectively to the 
benefit of the customer.

PRODUCTS / SERVICES

RESOURCES

CAPABILITES

CORE

Figure 1 . The company as a tree with core competencies as the roots

UNDERSTAND THE CORE CONCEPT
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WHAT ARE THE SOURCES  
OF CORE?
 
Core is based on a combination of skills and human 
capital, brands and customer relationships, technol-
ogies and systems, and values often rooted in a deep 
understanding of specific customer situations and 
problems (see Figure 2), as in the DESMI example.                         
 If application knowledge is the core competency 
that enables a medium-sized Danish company like 
DESMI to deliver superior value to its customers, what 
are the sources of this advantage? The analysis might 
look like this:
 

  Core: a deep understanding of water and oil flow 
in an engine room on a ship

  Brands and customer relationships: the heritage 
and long history of the company, good references 
of global customers present in China

  Skills and human capital: designing and installing 
pumps in engine rooms

  Technologies and systems: supporting the skills-
for instance, through a flow design program 
and pumping technologies including valves and 
sealing

  Values: the reliability, ethics, and professional 
management and philosophy of the company

 
To Chinese customers good references and the history 
and heritage of the company plays an important role 
as it gives them confidence in your company.

This source of competitive advantage is basically the 
same as in Western markets. Yet when Danish com-
panies try to expand to the Chinese mid-market, they 
find that their existing products, business models, and 
procedures prevent them from competing effective-
ly. China is different, so competing on application 
knowledge requires exploiting this core while at the 
same time adapting products, business models, and 
procedures. These adapted elements are the subject 
of the other handbooks in this series.

Figure 2. The sources of core competencies

CORE 
( example:  
application
knowledge)SKILLS AND 

HUMAN CAPITAL

BRANDS AND 
CUSTOMER
RELATIONSHIPS

TECHNOLOGIES  
AND SYSTEMS

VALUES

UNDERSTAND THE CORE CONCEPT
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THE CHINA CORE
One of the mistakes Danish companies can make in 
China is to assume that their core, business model, 
and products for Western markets are directly trans-
ferrable to China. Our work with the six companies of 
the SfG project shows that if you want to succeed in 
the mid-market and even in the high end in China, 
you need to adapt several parts of your business. 
One Danish executive said: 

 

Core is not the same in all markets. Core could be  
compared to an onion, as shown in Figure 3. In your 
home market you might have a fairly large core, in 
Western markets a smaller core, and in China a very 
small inner core.

According to this onion model, the China core is most 
likely a subset of the home market core, since a me-
dium-sized company will rarely have an unexploited 
core that more or less by chance suddenly becomes 
advantageous in China. To succeed in the Chinese 
mid-market, the company will need to supplement the 
core with a set of elements adapted to the Chinese 
market. 

For Danish companies in both the 

Chinese high end and mid markets, this 

inner core is often related to knowledge 

about how to solve the niche custom-

er’s problems effectively. Many Danish 

companies sell products plus knowledge 

about how to use them. They don’t offer 

the lowest priced products, and they 

might not have the sophisticated tech-

nology of the big multinationals. But they 

target niche markets where they have 

a good understanding of how to apply 

their type of product for the best results. 

Figure 3. Core as an onion

HOME MARKET CORE

WESTERN MARKETS CORE

CHINA CORE

“The Chinese market cuts right through your 
strengths. Where we thought we had an edge, 
we found out that we had not. We thought we 
knew everything about our customer’s busi-
ness, but it is so different in China. We thought 
we had an extremely effective manufacturing 
concept, but no, our costs were way too high.”

UNDERSTAND THE CORE CONCEPT
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FIND YOUR  
CORE

Balancing an inside-out v
iew 

with an outside-in
 view

Be patient and 

persistent in order 

to find your 

China core

FIND YOUR CORE
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IN BRIEF

You need to find or develop a core competen-

cy that will make you competitive. 

 Finding your core in China means bal-

ancing an inside-out view (what you’re good 

at) with an outside-in view (what customers 

want). Don’t just rely on your own beliefs or 

company conventions.

 Involving more people—potentially even 

outsiders (like customers)—when defining 

your core will give you a more balanced view. 

Exploit the power of your Chinese customers.

Step 3:  
Sort out core competencies from 
competencies. 

Step 4:  
Identify core competencies that are 
difficult to copy. 

Step 2:  
Sort out competencies from 
capabilities. 

Step 1:  
List the capabilities that support 
your value proposition.

FOR THE CHINESE MARKET

Figure 4. Four-step exercise to identify your core for the Chinese market

Are you aware of why your Chinese customers buy 
your products? This is a key question to consider 
as you look for your core.
This section will help you identify your core for 
China. You might already have defined a global 
core as seen from the perspective of headquarters, 
which might make this exercise easier, but bear 
in mind that the core for China differs from the 

global core and must be seen from the perspec-
tive of the Chinese market. The four-step exercise 
outlined in Figure 4 is aimed at helping you 
sort through your competencies to find the most 
critical one(s) to give you a competitive advantage 
in China supporting the value proposition for your 
mid-market customer segment
 

FIND YOUR CORE
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The exercise must be driven by people with strong 
market knowledge. Favor Chinese from a subsidiary 
over Danes from HQ to make sure you get an accurate 
view of your true strengths in China, even if it’s a 
challenge that those with the best knowledge of the 
market are those who can’t speak English. Outsiders 
like distributors and customers can also be involved 
in the exercise. Be careful not to fall into the trap of 
relying too much on your own HQ experts in these 
exercises. Several larger Danish companies have done 
so, and failed in their first attempt, because HQ as-
sumed they new better. . . It is therefore critical that 
the validations of the results of these exercises are 
based on a different set of local measures. 

STEP 1:  
LIST THE CAPABILITIES THAT 
SUPPORT YOUR VALUE  
PROPOSITION

First list the capabilities that are critical to deliver-
ing your company’s value proposition to your target 
customers in China. The value proposition describes 
the value you aim to deliver through your products 
and services. When defining the value proposition 
be careful not to assume you know what they want. 
Investigate and test it! For more information on how 
to get customer insights, please read the guidebook 

“Know Your Customers.”
Value propositions in China can take many forms:

 price
 brand (best product, best performance)
 return on investment
 tailored solution
 after-sales service
 convenience
 ease of use
 relationships with customers
 design
 latest technology

The three key value propositions our research uncov-
ered for each kind of player are a combination of the 
above.
Local Chinese companies: often lowest cost, greatest 
convenience, fastest adaptation
Global companies: most trusted brand, best product, 
latest technology
International niche players: tailored solutions (see 
Figure 5), the ability to transfer application knowledge 
to the customers, best return on investment.

Figure 5. A tailored solution: DESMI oil spill response solution 

with high-velocity pump, floaters, and self-adjusting weir

FIND YOUR CORE
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A

B

C

D

E

F

G

Build your business through serving your demanding 

customers better with our products

 

Design solutions that match customer requirements

 

Apply products for best results 

 

Create the best customer experience

 

Optimize your process to save money

 

Safeguard your process in harsh environments

 

Simplify your operation to get high-quality output

 

Expertise in installing and programming products 

Expertise in industrial flow management  

Knowledge of how to apply products to hostile 

environments 

Expertise in developing process control software 

Understanding of user situations

 

Knowledge of how to configure applications for 

different situations 

Knowledge of how to use product for best results with 

special customer segments

 

COMPANY GENERAL VALUE PROPOSITION CORE

Examples from Danish companies: 
Value propositions and their supporting core

CASE

FIND YOUR CORE
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At the core of many Danish companies operating in 
China is an underlying and fundamental proposition to 
Chinese B2B customers:

Underlying this value proposition is the core knowl-
edge of how to apply, install, and use the products to 
obtain the best results for the specific customer. The 
value of application knowledge does not reside within 
the company, but on the spot at the customer site, 
solving the customer’s problems.
 List here the capabilities that support your value 
proposition to a specific target market. A capability is 
something the company can and must do to operate as 
a company. It could be related to, for instance, man-
ufacturing, development, or sales. The target market 
could be a segment of the mid-market. Limit yourself 
to ten or fifteen capabilities.

If you have trouble identifying capabilities, make a list 
of the activities you perform in China by examining 
your company’s value chain from sourcing to manufac-
turing, sales, and service.

»Our products can 
help you to get a better 
business in China. We 
can help you satisfy 
the needs of your cus-
tomers better. You can 
make more money, 
and your customers 
will look up to you«

FIND YOUR CORE
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TOOL

For illustration purposes we have filled in the tool using a Danish company as an example. We have used 

the same company as an example in steps 2 through 4.

Step 1: 
Capabilities that support your value proposition

1.  Adapting products to make them easy for Chinese to use
2. Final assembly to secure quality
3.  Building brand around successful Chinese and  Western companies 
4. Regional 24-hour service network
5.  Business support so customers can make more money
6. Regional distribution network
7. Low-cost sourcing

We provide the best return on investment in equipment for fast-growing small businesses.

VALUE PROPOSITION SUPPORTING CAPABILITIES 



STEP 2: SORT OUT COMPETENCIES FROM CAPABILITIES 
 
If a capability is critical to winning an order, we consider it a competency, whereas capabilities that are neces-
sary just to deliver an order are considered order qualifiers. Examine your last four orders from the high end or 
the mid-market and evaluate with a customer which capabilities contributed to winning the order. Note order 
winners with a W and order qualifiers with a Q.

suitableforgrowth.dk

Step 2A. Capabilities that are critical to winning an order 
The Danish company’s capabilities identified in step 1 are evaluated in terms of how they contributed to winning the last four orders.

TOOL

 1. Adapting products to make them easy to use

2. Final assembly to secure quality

   3.  Building brand around successful Chinese and  
Western companies

4. Regional 24-hour service network

5. Business support so customers can make more money

6. Regional distribution network

7. Low-cost sourcing

Q  Q

 Q Q Q

W W Q W

Q Q Q

W  W

Q Q W W

CAPABILITY ORDER 1 ORDER 2 ORDER 3 ORDER 4

W = Order winner      Q = Order qualifier

FIND YOUR CORE
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Please note that there might also be lessons learned 
from looking at why you did not win certain orders.
 Now you should have narrowed down the list of 
capabilities to a maximum of three competencies. To 
understand these better, briefly describe each compe-
tency in terms of the four sources.

TOOL

SOURCE

SKILLS AND  
HUMAN CAPITAL

TECHNOLOGIES  
AND SYSTEMS

BRANDS AND  
CUSTOMER  
RELATIONSHIPS

VALUES

COMPETENCY

3. BRAND BUILDING 7. LOW-COST SOURCING 5. BUSINESS SUPPORT

Step 2B. Your competencies and their sources 
Based on step 2a, we can identify three capabilities of the example company that are most valued by customers. 

These three capabilities are the competencies that should be described in terms of their sources.

Brand development  
expertise in Denmark

Solid global and Chinese 
references

Quality image at attractive 
price

Lead-generation program

What does it mean to be 
professional in China

Frugal spirit in Chinese 
office

Product is a means to a better 
business

Chinese sourcing specialists
Danish expert on how to make 
more money with our machines

FIND YOUR CORE
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STEP 3: SORT OUT CORE COMPETENCIES FROM COMPETENCIES 
 
With this deeper understanding of your company’s competencies, you can now evaluate how the competencies fare 
against competitors. Which of your competencies are superior to those of your toughest competitors? Rate the compe-
tencies against key competitors, at least one (better more!) of which should be a local Chinese competitor—not doing 
so is a no-go. Have two or three people with the needed insight do the evaluation to compare. Rank the competencies 
from 1 to 4, with 1 being the best.

Step 3. How your company’s competencies stack 
up against competitors 
Each of the competencies identified in step 2 is benchmarked against main competitors. The competency 

with the best score, in this case business support, is defined as the core competency.

TOOL

COMPETITOR

3. BRAND BUILDING 7. LOW-COST SOURCING

Score 1 to 4 (1 = best)

Competitor 1

Competitor 2

Competitor 3

Danish company

COMPETENCY OF CASE COMPANY

5. BUSINESS SUPPORT

4 1 4

3 1 4

2 4 4

2 3 1

FIND YOUR CORE

19suitableforgrowth.dk



STEP 4: IDENTIFY CORE 
COMPETENCIES THAT ARE 
DIFFICULT TO COPY 

Ideally, at least one of your competencies will stand 
out as best, making it a potential core competency.  
To be a core competency of more lasting value, it 
needs to be difficult for Chinese competitors to copy.

  It must not be easily accessible; it must be 
difficult to get access to, or it must be difficult to 
configure the elements it builds on.

  It must require a significant investment of money 
and time to develop.

  It must be difficult to tell from the outside how it 
is configured.

 It must require a long learning curve to develop.
 It must be a source of new products and services.

Evaluate each of your competencies according to the 
five criteria, using a üto mark each competency that 
passes the test.

Before concluding this section, we need to point 
out that you must be prepared to revise the core 
regardless of the effort spent in predicting the core 
for China before entering the market. China is a very 
dynamic and fast changing market, so you must be 

prepared to adapt over time and improve the core 
competency continuously and faster than you are used 
to. Pay attention to your experience in China and let 
your customers teach you what core competency you 
can leverage there.

Step 4. Competencies that are difficult to copy 
The competencies of the Danish company are evaluated on the five criteria. Business support passes the 

test and is considered a core competency.

COMPETENCY
3. BRAND BUILDING 7. LOW-COST SOURCING 5. BUSINESS SUPPORT

EVALUATION 
CRITERIA

IS INACCESSIBLE

REQUIRES 
SIGNIFICANT 
INVESTMENT

IS DIFFICULT  
TO SEE

REQUIRES LONG 
LEARNING CURVE

IS A SOURCE OF 
NEW PRODUCTS

ü		
	

ü
ü

		
	

ü

		
	

ü

		
ü	

ü

TOOL
Let your local customers teach you what core competency you can leverage

FIND YOUR CORE
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EXPLOIT  
YOUR CORE

Understanding how 

to adapt the core to 

local conditions

Flexibility is a strength 

medium-sized companies 

must bring to China

EXPLOIT YOUR CORE

21suitableforgrowth.dk



IN BRIEF

You will learn that your core needs to be 

adapted to local Chinese conditions.

 To deliver solutions to the mid-market 

based on your core competency, you may 

have to overcome such barriers as the need 

to train local staff, draw on expertise at HQ, 

keep prices low, and scale the core.

Now that you have found your core, you should 
get the most out of it. Ask yourself how to adapt 
this core for optimum use in China and what the 
barriers might be to delivering the core (solu-
tions) in China.

ADAPTING YOUR CORE  
TO LOCAL CONDITIONS  
IN CHINA
Like the companies we have worked with, you 
may have found that your core is related to 
application knowledge, so we will use that as 
an example. To be able to compete on the core 
competency of application knowledge, you need 
a deep understanding of the industry and the 
situation where the knowledge will be applied.
 But this is not enough. Application knowl-
edge is to some degree local. Even if you have 
superior industry knowledge, this knowledge is 
less useful if it does not take into consideration 
such local conditions as customer facilities, 
customer know-how, climate, and other local con-
ditions that might affect the use of the product.
 Many Danish companies operating inter-
nationally are already used to adapting their 
products to local conditions. A case in point is 
the Danish company Hempel, a world leader in 
industrial coatings, which has a deep knowledge 
of protecting surfaces in different climatic situ-
ations. Another example is the Danish company 
Kruuse, which found that it needed to educate 

local customers about methods when it entered 
the Chinese market for veterinary products (see 
Figure 6).
 In relation to the Chinese mid-market, you 
might find that your core becomes very small and 
limited to core technology know-how. You might 
need new customer relationships, a new brand, 
new skills, and maybe even new values. 

 In the mid-market you might need a mindset of suitable solutions instead of best solutions.

EXPLOIT YOUR CORE
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Through our case studies of Danish companies 
targeting the Chinese mid-market we see several B2B 

companies who have adapted their business and 
product offerings to meet the local conditions: Nilfisk 

Advance has the local brand Viper; Danfoss has the 

local brand Holip by Danfoss; Grundfos has the local 

brand Emerco; FOSS has introduced their second 
brand Scino and Alfa Laval have introduced the Alfa 

Laval i-series for the mid-market.

CASE

Figure 6. Danish expert teaching Chinese customers the Kruuse solution for hoof treatment

EXPLOIT YOUR CORE
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Some common barriers to delivering the core in 
China include the need to train local staff, draw 
on expertise at HQ, keep prices low, and scale 
the core.

THE NEED TO TRAIN  
LOCAL STAFF
 
Demonstrating superior application knowledge 
requires

  local salespeople who are able to sell this 
knowledge, 

  local consultants who are able to deliver on 
this promise, and 

  customers who are able to understand the 
value.

 Thus, local staff and often also the custom-
ers must be trained. For several of the companies 
we have worked with, this is a barrier they are 
addressing by on-line e-learning courses and by 
building training centers in China for their staff, 
customers and end-users.

THE NEED TO DRAW ON 
EXPERTISE AT HQ

Another barrier to delivering the core is the need 
for the local office in China to be an intermediary 
between the needs of local customers and the 
special knowledge that might reside in Denmark 
or in other parts of the international organization 
of medium-sized companies. Speed is often 
critical since the Chinese expect fast delivery, 
but HQ’s prioritizing of larger and more mature 
markets can slow down response time. If the 
company is to deliver a core of application knowl-
edge in China, HQ needs to prioritize a rapid 
response there.

THE NEED TO KEEP 
PRICES LOW

A core based on application knowledge might be 
a good differentiator, but there is a limit to the 
price premium you can charge over local com-
petitors. Often Danish companies need to adapt 
their business model to be able to meet the price 
requirements of the mid–market even though 
it is difficult to think about lower-cost business 
models. One company said:

Recognizing 

barriers to 

delivering 

the core

“Our ‘we-know-better-than-the-customer’ 

attitude is one of our core incompetencies. We 

might have better technology and industry 

know-how, but the Chinese are better when 

it comes to low-cost production and speed to 

market. We have to accept their models for 

doing these things.”

EXPLOIT YOUR CORE
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THE NEED TO SCALE 
THE CORE

Generally, the scalability of a core based on service 
is considered a challenge, especially when it is based 
on various knowledge components where training is 
needed or the involvement of international experts 
is required, as mentioned above. You must take into 
consideration high employee turnover when invest-
ing in training. If so, you might consider more cost 
effective solutions like e-learning, training centers and 
the like.

In light of these barriers, medium-sized Danish com-
panies can do any of a number of things to make the 
best use of their core competency in China:

  Target segments where your core can add the 
most value.

  Establish a market beachhead with selected cus-
tomers, like international companies, where you 
can prove the value of your products and services.

  Consider new revenue models to capture the 
value of your offerings, like sharing savings.

 Use the Internet to develop customer services.
  Consider using local partners in scaling the ser-

vice operation.

Operating in the tough Chinese market makes Danish 
companies supercompetitive in other markets as well. 
We have observed that for some medium-sized Danish 
companies, their strategy for mid-market products 
and the core advantage they build them on can have 
relevance beyond China. Several companies have 
developed products in China that are sold in other 
markets in the West as low-end or mid-end products. 
Medium-sized companies simply cannot afford to 
develop a product for just one market.

Making the best use 

of the core in China

Exploiting the core 
beyond China

EXPLOIT YOUR CORE
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GROW  
YOUR CORE

Identify trends in the 

Chinese market and develop 

your competencies

It is 10 times cheaper to fix a 

quality problem in China than 

in Western markets

GROW YOUR CORE
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IN BRIEF

Understanding the trends and dynamics 

within your industry in the Chinese market is 

essential when developing and growing your 

core competency for the future. 

You have to invest constantly in your core compe-
tencies as well as in new competencies to remain 
competitive in light of new developments in the 
Chinese market.

DEVELOPING AND ADDING 
COMPETENCIES FOR THE 
FUTURE
One executive in China said, “Today’s order win-
ner is tomorrow’s order qualifier.” This is espe-
cially true for China, where changes historically 
have been many, fast, and often drastic.

 How do you find out which of your compe-
tencies will still matter in the future and which 
new ones you need to add?
 To answer this question, we suggest you 
identify five trends that are important in the 
development of the Chinese market. Think about 
trends at the societal level as well as trends 
in technologies and value chains, and among 
markets and customers. Evaluate each of your 
current competencies against these trends. 
Consider how each competency on the list should 
be developed to meet future demands. And most 
important, consider if any of these trends will 
require the development of new competencies.

suitableforgrowth.dk

Developing new competencies for new market segments 
A company in the SfG project had successfully entered China in the high-end market through a first-mover strategy, by offering 

superior quality and services to its customers. The industry was receiving a lot of attention from the government and therefore was 

expected to expand rapidly during the coming years. This would attract a lot of new local and international competitors.

When entering the Chinese high-end market management also discovered a huge untapped market in closely related businesses in 

the lower price segments—market segments that the company at present could not service through their existing product portfolio 

and assortment, so local players were growing into these segments. Because the company had unsuccessfully tried to develop 

lower-priced products for these segments, they came to the conclusion that they needed to develop or acquire new competencies 

in the R&D area, if they were to target the lower-priced segments

CASE

GROW YOUR CORE
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TOOL

Trends and what they mean for your current competencies 

Each of the competencies identified by the Danish case company are evaluated against the most important trends in their industry, and 

how these competencies should be developed further:

TRENDS
3. BRAND BUILDING

7. LOW COST 

SOURCING

5. BUSINESS 

SUPPORT

NEW COMPETENCY:

E-COMMERCE

New local competitors
Show high profile 

customers

Continue lowering 

product costs

Tie support to 

business volumen

More internetbased 

transactions

Customers favour 

local suppliers

Talent scarcity

Attract:  

Most comprehensive 

industry training

Retain:  

3 year contract 

with incentives

Attract:  

Most comprehensive 

industry training

Retain: 

3 year contract 

with incentives 

Show local value chain

Swithch from phone  

to internet service

Ability to adapt 

business to internet 

platform

GROW YOUR CORE
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INVESTING IN DEVELOPING 
COMPETENCIES
 
Now that you have a short list of core competencies 
and their need for development, consider how best to 
meet these development needs.
 For each competency, consider key development 
activities like 
 

  providing internal development and learning 
opportunities,

 hiring people,
 making alliances, and
 acquiring a company.  

As an example of the latter activity, when the global 
infotainment and audio company Harman Internation-
al Industries acquired entertainment lighting company 
Martin Professional, Harman extended its light and 
audio competencies to offer better solutions for clubs 
(see Figure 7).
 If ressources are scarce return to your complete 
list of capabilities and consider if any of the non-core 
competencies could be outsourced in order to free up 
resources. Generally invest where you get the biggest 
pay-off.

Figure 7. Martin Professional (now Harman): better solutions for clubs

Harman International extended their competencies and capability to offer better solutions for clubs, when they acquired the lightning company Martin Professional.

GROW YOUR CORE
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TOOL

Budget for development activities 

3. BRAND BUILDING
DEVELOPMENT
ACTIVITIES

BUDGET 2015

7. LOW COST SOURCING 5. BUSINESS SUPPORT NEW COMPETENCY: E-COMMERCE
Activities involving 
high profile customers

100.000 rmb 300.000 rmb
600.000 rmb

800.000 rmb

Design to customer 
value program

Internet based
service development

Hire 2 chinese e-commerce specialists

Invest in the comptencies 

where you expect to get the 

biggest pay-off. 

As a last step you should then allocate a budget for each activity.

GROW YOUR CORE
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THE IMPORTANCE OF  
LEVERAGING YOUR CORE
 Finding your Chinese core is not a theoretical 
exercise rather it is in reality asking yourself a number 
of common sense questions that you should be able 
to complete within 2 hours with the right people par-
ticipating, but ideally we recommend that you spend 
between ½-1 day. Finding the Chinese core is not a 
headquarter exercise. It is an exercise typically head-
ed by the Chinese subsidiary general manager and his 
team with the participation of 1-2 people from the 
headquarters.

We hope by following the suggestions in this hand-
book you have discovered:

  what your core competencies are (the source of 
your competitive advantage),

  what the source of these competencies are (glob-

ally and locally),
  what competencies and capabilities are needed to 

deliver your products and services, and
  which existing and new competencies you need to 

invest in.
For many medium-sized Danish companies, core rests 
on a number of tangible and intangible elements that 
are difficult to copy for local competitors. Application 
knowledge that resides globally and locally is one 
such element.
 Due to the fact that the Chinese market is very 
different from Western markets, you might end up 
investing in developing local competencies to become 
competitive. Developing such competencies could 
also help you create a competitive advantage outside 
China.

SUMMARY
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FURTHER READING

Drejer, Anders. 2002. Strategic manage-

ment and core competencies: Theory and 

application. Quorum Books.

Provides a set of guidelines on how to apply 

the concept of core competencies.

Leonard-Barton, Dorothy. 1995. Wellsprings of knowl-

edge: Building and sustaining the sources of innovation. 

Harvard Business School Press.

This is a deep treatment of the topic of core competen-

cies and only for the very interested. Leonard-Barton 

regards companies as sites of learning and information 

transfer, not just as physical or financial units.

Prahalad, C. K., and G. Hamel. May 1990. The core com-

petence of the corporation. Harvard Business Review, 

pp. 79–91. 

This is the classical article on core competencies. Even 

though the concept is a bit tuff, there are some very 

inspiring examples in the article.

Verbeke, Alain. 2013. International business strategy. 

Cambridge University Press. 

Uses the concept of firm-specific advantages instead of 

core competencies. Some very good thoughts on wheth-

er advantages (competencies) from a home country are 

transferrable or location bound.
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TOOLS TO FIND YOUR CHINA CORE
TOOL

Capabilities that support your value proposition

VALUE PROPOSITION SUPPORTING CAPABILITIES 
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TOOL

Capabilities that are critical to winning an order

CAPABILITY ORDER 1 ORDER 2 ORDER 3 ORDER 4

W = Order winner      Q = Order qualifier
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TOOL

Your competencies and their sources 

COMPETENCY

SKILLS AND HUMAN 
CAPITAL

TECHNOLOGIES AND 
SYSTEMS

BRANDS AND  
CUSTOMER  
RELATIONSHIPS

VALUES

SOURCES
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TOOL

How your company’s competencies stack up against competitors

COMPETITORS

YOU

COMPETENCY
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TOOL

Competencies that are difficult to copy

EVALUATION CRITERIA

IS INACCESSIBLE

REQUIRES SIGNIFICANT 
INVESTMENT

IS DIFFICULT TO SEE

REQUIRES LONG 
LEARNING CURVE

IS A SOURCE OF 
NEW PRODUCTS

COMPETENCY
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TOOL

Trends and what they mean for your current competencies

TRENDS
COMPETENCY NEW COMPETENCY
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TOOL

Budget for development activities

DEVELOPMENT
ACTIVITIES

BUDGET

COMPETENCY NEW COMPETENCY
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READERS’ NOTES
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