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FROM THE EDITOR
The rustling of leaves
Earlier this month I watched Scott Kelly and Mikhail Kornienko
touch down after nearly a year in space, 340 days to be precise.
During their stay they managed to tweet the most spectacular
photos of the earth to their followers. Who would have thought
it possible to document and share their experience in this way
HYHQDIHZ\HDUVDJR":HDUHQRORQJHUVWUDQJHUVWRVFLHQWLÀFRU
technological innovation. While innovation is now ubiquitous,
its evolution has been gradual. As Peter Drucker once observed,
“Innovation opportunities do not come with the tempest but
with the rustling of the breeze.”
Nevertheless, few among us, with perhaps the exception of
FKLHILQQRYDWLRQRIÀFHUVDQGLQQRYDWLRQXQLWVKDYHFRQVLGHUHG
WKHVRFLDOUDPLÀFDWLRQVRILQQRYDWLRQRQEXVLQHVVJHRSROLWLFV
and the law. In this edition of Asian Management Insights, we
explore this further.
In their article on ‘Brand Breakout’, authors Nirmalya Kumar
and Jan-Benedict Steenkamp discuss how emerging economies
are creating national brands and harnessing the country’s
state-owned enterprises to develop ‘national champions’. Of
particular interest are their insights on the acquisition of some
of the world’s luxury brands by Asian companies, ranging from
leading couturiers and hotels, to some of the world’s most fabled
motoring brands. As Victor Hugo once wrote, “There is only
one thing stronger than all the armies of the world: and that is
an idea whose time has come.” The migration eastward is clearly
one of those.
Meanwhile, rumbles continue to be heard from our northern
neighbour, with economists, analysts and business leaders asking
whether or not China is in the throes of bracing itself for a hard
landing. Our contributors think otherwise. George Hylden,
for example, considers Made in China to be the new face of
business model innovation. Sarita Mathur sees China’s economy
poised for a new normal. Its supply of unskilled labour may be
diminishing, but it has a rapidly expanding educated and skilled
workforce. China currently leads the world in its annual cohort
of science and engineering PhDs, 30,000 in 2015. It may
KDYHGHFOLQHGPHPEHUVKLSLQWKH7UDQV3DFLÀF3DUWQHUVKLS
at least for now, but it is reinvigorating the Silk Road
by continuing to develop multilateral relationships that go
beyond trade in goods and services.
Today, innovation is intrinsically related to digital, webbased technologies that are driving the new economy—whose
features include rapid change, hyper-competition and
information sharing. As contributor Tim Jones points out in his
article, these features are pushing us to re-imagine an intellectual
property regime more suitable for the needs of the 21st century.
,QWHOOHFWXDOSURSHUW\LVDVLJQLÀFDQWVWXPEOLQJEORFNIRU
Asian economies. In the case of Vietnam, its climb up the
economic liberalisation ladder will not be easy, say contributors
Duong Nhu Hung and Tran Quang Dang, citing industry
compliance issues that include intellectual property concerns.

Suraya Sulaiman takes a deeper look at how the digital world
and the ever present mobile-app have permeated our lives in
more ways than we would like to admit, and queries: Will the
digital advantage be solely the domain of the start-ups? No.
She explains how large organisations can also leverage digital
advantage for innovation. And a strategy is only as good as its
implementation—says Robin Speculand as he takes us through
some uncommon practices to achieve excellence in execution.
At the national level, Singapore’s Smart Nation Initiative
represents innovation in action. Contributors Foo See Liang
and Gary Pan observe that smart city initiatives are a means to
address denser, more diverse and growing urban populations.
At the other end, serial entrepreneur Krating Poonpol illustrates
how Thailand needs to develop an ecosystem, which, along with
education, will be a springboard for successful start-ups there.
The march of innovation continues at the most basic level—
and is becoming social. Charles Leadbeater analyses innovation’s
social function. Frugal innovation systems mobilise communities
DQGFUHDWHYDOXHWKURXJKHPSRZHUPHQWDQGHIÀFLHQF\7KHOHDQ
simple, clean and social characteristics of frugal innovation also
offer a solution for the socio-economic challenges of our time,
KHVD\V0HDQZKLOH5DYL&KLGDPEDUDPH[SORUHVKRZRQHÀUPLQ
Laos was able to provide affordable, off-grid renewable energy
to underdeveloped rural communities through evolving business
PRGHOVWKDWVK\DZD\IURPFKDULW\E\VXVWDLQDEO\EDODQFLQJSURÀW
and social impact.
The bottom of the pyramid is now clearly on the radar
screen of policymakers. This month we spoke to the former
president of Nigeria, Olusegun Obasanjo, on economic and
social developments in his country. The relationship between
education and leadership is paramount, he says. “If you have
education, but poor leadership, you won’t get far. And similarly,
if you have good leadership, but the people are not educated and
armed with skills, you won’t get far either.”

smart is
thinking big
even when
you are
small.

Investment
and support for
big ideas.
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AT THE HELM

EDUCATION AND
LEADERSHIP:

INDISPENSABLE FOR
NIGERIA’S ECONOMIC
DEVELOPMENT

The former President of
Nigeria (1999 to 2007),
Olusegun Obasanjo, talks
about the nation’s evolving
transformation in this
interview with Philip Zerrillo.

Vol.3/Asian Management Insights

Africa is quite an unknown continent
for many people. What are some of the
historical legacies and issues that have
made Africa what it is today?

What has happened since those early
days of independence?

Africa is a young continent that has been independent for just

WKDW ZDV DOVR RXU H[SHULHQFH LQ 1LJHULD %XW ZKLOH WKH PLOLWDU\

RYHU ÀYH GHFDGHV 7R XQGHUVWDQG $IULFD \RX QHHG WR ORRN EDFN

ZHUH ZHOO PHDQLQJ WKH\ ZHUH DOVR QDwYH 0RUHRYHU WKHLU JRRG

DW LWV KLVWRU\ $IULFD ZDV FRORQLVHG E\ IRXU PDLQ FRORQLDO

LQWHQWLRQV GLG QRW ODVW WRR ORQJ EHIRUH WKH\ WRR IHOO LQWR WKH

SRZHUV %ULWDLQ )UDQFH 3RUWXJDO DQG 6SDLQ 7KH IOXUU\ RI

WUDSSLQJV RI SROLWLFV %XW ÀQDOO\ ZKHWKHU LW ZDV D PLOLWDU\ RU D

LQGHSHQGHQFH VWDUWHG ZLWK 6XGDQ LQ  DQG E\  DOPRVW

RQHSDUW\UHJLPHZHIRXQGRXWWKDWVRRQHURUODWHULQFRXQWULHV

DOOQDWLRQVLQFOXGLQJ1LJHULDZHUHLQGHSHQGHQW6RPHREWDLQHG

WKDW DUH YHU\ GLYHUVH LQ ODQJXDJH UDFH UHOLJLRQ DQG HFRQRPLF

LQGHSHQGHQFH WKURXJK SURWHVWDWLRQ VRPH WKURXJK QHJRWLDWLRQ

GLVSDULW\ GHPRFUDF\ UHPDLQV WKH EHVW IRUP RI JRYHUQPHQW WR

DQG VRPH WKURXJK FRQIOLFW %XW WKH SROLWLFDO HFRQRPLF DQG

GHDO ZLWK LQQHU FRQWHVWDWLRQV

:H KDYH KDG D VSDWH RI PLOLWDU\ FRXSV 7KH IHHOLQJ DPRQJ WKH
PLOLWDU\ HOLWH ZDV WKDW WKH SROLWLFLDQV ZHUH QRW GRLQJ ZHOO $QG

VRFLDO VLWXDWLRQ RI DOO WKHVH FRXQWULHV DW WKDW WLPH ZDV DERXW

6R ZKHQ ZH FDPH WR WKH VW FHQWXU\ ZH KDG IRXU

WKH VDPH 7KH FRXQWULHV WKDW ZHUH FDOOHG ¶PRGHUDWHV· ZHUH

WKLQJV JRLQJ WKDW ZHUH YHU\ LPSRUWDQW IRU $IULFD 2QH IRU WKH

WKRVH ZLWKRXW UDGLFDO OHDGHUV DQG ZHUH NQRZQ DV WKH 0RQURYLD

ILUVW WLPH ZH ZHUH SDUWLFLSDWLQJ LQ D JOREDO 81GHYLVHG

*URXS ZKLOH WKH PRUH UDGLFDO RQHV ZHUH GXEEHG WKH

SURJUDPPH WKH 0LOOHQQLXP 'HYHORSPHQW *RDOV ZKLFK VHW

&DVDEODQFD *URXS 7KDW ZDV WKH VLWXDWLRQ XQWLO WKH\ DOO PHW LQ

WDUJHWV IRU YDULRXV FKDOOHQJHV VXFK DV WKH HUDGLFDWLRQ RI

 WR HVWDEOLVK D IRUPDO FRQWLQHQWZLGH RUJDQLVDWLRQ NQRZQ

H[WUHPH SRYHUW\ 6HFRQG WKH $IULFDQ OHDGHUV FDPH

DV WKH 2UJDQLVDWLRQ IRU $IULFDQ 8QLW\ 2$8 

WRJHWKHU DQG UHFRJQLVHG WKH QHHG WR WUDQVIRUP IURP WKH

6R LI , KDYH WR VD\ ZKDW LV ULJKW ZLWK $IULFD , WKLQN LW

2$8 WR WKH $IULFDQ 8QLRQ $8  7KLV ZDV D PDUNHGO\

ZRXOG EH WKH DELOLW\ RI RXU OHDGHUV WR IRUP D FRQWLQHQWZLGH

GLIIHUHQW FRQVWLWXWLRQDO DFW IURP WKH 2$8 FKDUWHU DQG

RUJDQLVDWLRQ LQ VSLWH RI WKHLU GLIIHUHQFHV DQG LQ VSLWH RI WKH

ZDV H[SHFWHG WR DFFHOHUDWH XQLW\ DQG FRRSHUDWLRQ DPRQJ

SXVK DQG SXOO RI RXU IRUPHU FRORQLDO PDVWHUV 7KH 2$8 KHOSHG

WKH PHPEHU VWDWHV 7KLUG IRU WKH ILUVW WLPH WKH $8 KDG D

WR SURWHFW WKH WHUULWRULDO LQWHJULW\ RI LWV PHPEHU VWDWHV DQG

FRQWLQHQWDO SURJUDPPH NQRZQ DV WKH 1HZ 3DUWQHUVKLS IRU

NHHS DV VDFURVDQFW WKH ERXQGDULHV ZH LQKHULWHG IURP WKH

$IULFD·V 'HYHORSPHQW 7KLV ZDV D VWUDWHJLF IUDPHZRUN IRU

FRORQLDO PDVWHUV

SDQ$IULFDQ VRFLRHFRQRPLF GHYHORSPHQW DQG VRPHWKLQJ ZH

6R WKDW ZDV RQ WKH SROLWLFDO VLGH ,Q WHUPV RI HFRQRPLF

KDG QHYHU KDG EHIRUH 7KHUH ZDV DOVR D IRXUWK LQLWLDWLYH WKH

GHYHORSPHQW WKHVH ZHUH DOVR WKH KH\GD\V RI WKH FDSLWDOLVWV DQG

$IULFDQ 3HHU 5HYLHZ 0HFKDQLVP ZKLFK ZDV D YROXQWDU\ VHOI

VRFLDOLVWV+RZHYHUWKHUDGLFDOOHDGHUVVDZQRUHDVRQWRFRQWLQXH

DVVHVVPHQW WRRO DQG PHDQW WKDW ZH FRXOG GHFLGH RXUVHOYHV LI

ZLWK WKH HFRQRPLF KHULWDJH WKH\ KDG LQKHULWHG IURP WKH FRORQLDO

ZKDW ZH DUH GRLQJ LV ULJKW RU ZURQJ

SRZHUV HVSHFLDOO\ ZKHQ WKH\ KDG WKH FKRLFH , SHUVRQDOO\ GRQ·W
EHOLHYH ZH ZHUH DQ\ EHWWHU ZKLFKHYHU ZD\ ZH ZHQW

7HQ \HDUV LQWR WKH VW FHQWXU\ WKH Economist
PDJD]LQH FDPH RXW ZLWK D EDQQHU KHDGOLQH ¶$IULFD 5LVLQJ·
, GR QRW WKLQN ZH DUH ULVLQJ DV PXFK DV VD\ WKH $VLDQ 7LJHUV
EXW ZH KDYH VWDUWHG ZDNLQJ XS IURP RXU VOXPEHU $QG ZKDW
KDV PDGH $IULFD JHW WR ZKHUH ZH DUH" 7KH DQVZHU LV WKH

If I have to say what is right with
Africa, I think it would be the ability
of our leaders to form a continentwide organisation, in spite of their
differences, and in spite of the push
and pull of our former colonial masters.

UHIRUP DQG WUDQVIRUPDWLRQV WKDW KDYH WDNHQ SODFH LQ DOO
RXU FRXQWULHV SDUWLFXODUO\ WKRVH WKDW DUH UHODWHG WR SUR
GHPRFUDF\ DQG JRRG JRYHUQDQFH 6RPH RI RXU HOHFWLRQV
ZHUH GLVSXWHG EXW , EHOLHYH D GLVSXWHG HOHFWLRQ UHVXOW LV VWLOO
EHWWHU WKDQ QR HOHFWLRQ DW DOO 6RFLDO UHIRUP KHDOWKFDUH
UHIRUP DQG HGXFDWLRQ UHIRUP WKHVH DUH WKH WKLQJV ZH DUH
ZRUNLQJ RQ DQG KDYH PDGH LPSURYHPHQWV LQ ZKDW ZH GR ZKHUH
ZH DUH DQG ZKHUH ZH DUH JRLQJ
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Coming specifically to Nigeria, what
changes took place after independence?

RXU KHDG WR SURWHFW XV 1HYHUWKHOHVV ZH KDYH EHHQ DEOH WR PRYH

$W LQGHSHQGHQFH LQ  ZH KDG WKUHH SROLWLFDO UHJLRQV

LQFLGHQW DQG ZH KDYH EHHQ DEOH WR VXVWDLQ GHPRFUDF\ DQG WKH

ZKLFKZHUHYHU\ORSVLGHG:HGLGQRWKDYHDQ\LQGXVWU\DVVXFK

UXOH RI ODZ

SROLWLFDOO\IURPRQHUHJLPHWRDQRWKHUSHDFHIXOO\DQGZLWKRXWDQ\

7KH ILUVW WKLQJ ZH QHHGHG WR GR ZDV VRPHWKLQJ DERXW WKRVH
DOVR UHJLRQDOO\ EDVHG LW PDGH LW DOO WKH PRUH GLIÀFXOW IRU WKHP

What do you consider to be Nigeria’s
greatest concern today?

WR FRPH WRJHWKHU 7KH  FHQVXV IRU H[DPSOH ZDV

<RXWK XQHPSOR\PHQW 7KH 1DWLRQDO <RXWK 6HUYLFH &RUSV

SUREOHPDWLF EHFDXVH ZH FRXOGQ·W HYHQ DJUHH RQ WKH VL]H RI

LV DQ RUJDQLVDWLRQ VHW XS E\ WKH JRYHUQPHQW WR LQVWLO

RXU SRSXODWLRQ 7KHQ LQ  ULRWV EURNH RXW DQG WKH PLOLWDU\

YDOXHV LQ WKH FRXQWU\·V JUDGXDWHV DQG LQYROYH WKHP LQ WKH

ZDV FDOOHG XSRQ WR HQG WKHP 7KH QHSRWLVP FRUUXSWLRQ DQG

GHYHORSPHQW RI WKH FRXQWU\ 'HVSLWH WKH VKRUWFRPLQJV RI WKH

ODFN RI JRRG JRYHUQDQFH DW WKH FHQWUH OHG WR D FRXS LQ 

1LJHULDQ JRYHUQPHQW DQG WKH IUDLOW\ RI SXEOLF FRQÀGHQFH LQ LWV

DQG WKDW ZDV QR JRRG IRU XV 8QWLO WKHQ ZH KDG DQ RQJRLQJ

LQVWLWXWLRQV WKH FRQVHQVXV DPRQJ OHDGHUVKLS LV WKDW \RXWK DUH

QDWLRQDO HFRQRPLF GHYHORSPHQW SODQ %XW WKH VHULHV RI FRXSV

WKH SULPDU\ GULYHUV RI 1LJHULD·V UHOLDELOLW\ DQG FRPSHWLWLYHQHVV

DQG FLYLO GLVWXUEDQFH LVVXHV GLYHUWHG RXU DWWHQWLRQ IURP

JLYHQ WKH H[LJHQFLHV RI WKH JOREDO HFRQRP\ ,Q IDFW , SHUVRQDOO\

WKH HFRQRP\ WR IRFXVLQJ RQ VHFXULW\ DQG KROGLQJ WKH

IHHO YHU\ VWURQJO\ WKDW RXU \RXWK DUH QRW PHUHO\ RXU VXFFHVVRUV

FRXQWU\ WRJHWKHU

EXW DVVHWV WKDW ZH PXVW XWLOLVH DQG ZLWKRXW ZKRP ZH ZLOO QRW

WKUHH UHJLRQV EXW ZH GLGQ·W $V RXU SROLWLFDO SDUWLHV ZHUH

,Q  ZH HQGHG WKH FLYLO ZDU DQG VWDUWHG WKLQNLQJ

EH DEOH WR SURJUHVV %XW WRGD\ \RXWK XQHPSOR\PHQW LV PRUH

RI D VHFRQG HFRQRPLF GHYHORSPHQW SODQ :KDW ZDV GLIIHUHQW

WKDQ  SHUFHQW 7KDW·V OLNH VLWWLQJ RQ D JXQSRZGHU NHJ $QG LI

LQ WKH  SODQ ZDV WKDW LW UHDOO\ WRRN RXU VRFLRHFRQRPLF

WKDW LV EDG LQ D FRXQWU\ RI RYHU  PLOOLRQ WU\ WR LPDJLQH KRZ

GHYHORSPHQW IDU PRUH VHULRXVO\ WKDQ WKH ILUVW SODQ ,W ZDV

GDXQWLQJ LW ZLOO EH LI ZH VWLOO KDYH RYHU  SHUFHQW XQHPSOR\HG

WKH ILUVW WLPH ZH KDG VSRNHQ RI IUHH HGXFDWLRQ QDWLRQZLGH

LQ  ZKHQ ZH DUH H[SHFWHG WR WRXFK  PLOOLRQ"

7KHQ LQ  WKHUH ZDV DQRWKHU FRXS DQG ZKHQ WKDW HQGHG

2Q WKH HYH RI WKH VW FHQWXU\ WKH :RUOG %DQN SXEOLVKHG

LQ  ZH HVWDEOLVKHG GHPRFUDF\ %XW WKHUHDIWHU RQFH

D UHSRUW QRWLQJ WKDW ZKLOH WKH SROLWLFDO VLWXDWLRQ LQ 1LJHULD KDG

DJDLQ QRW PXFK DWWHQWLRQ ZDV SDLG WR HFRQRPLF DQG VRFLDO

LPSURYHG WKHUH ZDV D QHHG WR LPSURYH RQ GLPHQVLRQV VXFK DV

SURJUHVV 3ULPDU\ HGXFDWLRQ DQG SULPDU\ KHDOWK ZHUH VWRSSHG

HTXLWDEOH GLVWULEXWLRQ LQFOXVLYLW\ IDLUQHVV MXVWLFH DQG VWDWH

+RZHYHU GXULQJ WKLV WLPH  VWDWHV ZHUH FUHDWHG RXW RI WKH

VHFXULW\,KDYHWKUHHWKRXJKWVRQZKDWLVUHTXLUHGWRUHDOLVHWKLV

IRXU UHJLRQV DQG WKDW SUHYHQWHG WKH SROLWLFDO DGPLQLVWUDWLRQ

DQ\ SROLF\ LQWURGXFHG PXVW FRPSOHPHQW \RXWK HPSRZHUPHQW

IURP EHFRPLQJ ORSVLGHG %XW IURP  WR  WKH \HDU

DQGHPSOR\PHQWMRLQWVHFXULW\RSHUDWLRQVDVZHOODVGHPRFUDWLVH

, ZDV HOHFWHG SUHVLGHQW LW ZDV OLNH SOD\LQJ SROLWLFDO PXVLFDO

WKHVH SURFHVVHV DQG SURPRWH JRYHUQDQFH

FKDLUV $V D UHVXOW QR RQH KDG WKH WLPH WR ORRN DW WKH
HFRQRPLF DQG VRFLDO LVVXHV ZKLFK VKRXOG KDYH EHHQ WKH NH\
RFFXSDWLRQRIWKH JRYHUQPHQW

What does Africa, and Nigeria in particular,
need to focus on today to build a better
tomorrow?

Your term in office was characterised by
a commitment to economic and political
reform. Nigeria’s average economic
growth rate doubled to six percent, and
foreign reserves rose to US$45 billion in
2007 from US$3.7 billion in 1999. How has
the country progressed since then?

7KH $8 QHHGV WR EH VWURQJHU :H QHHG OHDGHUV ZLWKLQ WKH

'XULQJ P\ WHUP DV 3UHVLGHQW ZH ZHUH DEOH WR EXLOG XS

UDZ PDWHULDOV VR ZKDW LW UHDOO\ QHHGV IRU HFRQRPLF GHYHORSPHQW

HQRXJK IRUHLJQ H[FKDQJH UHVHUYHV WR SD\ RII 86 ELOOLRQ

DUH WZR WKLQJV HGXFDWLRQ DQG OHDGHUVKLS ,I \RX KDYH HGXFDWLRQ

RI GHEW OHDYLQJ WKH FRXQWU\ DOPRVW GHEWIUHH +RZHYHU IURP

EXW SRRU OHDGHUVKLS \RX ZRQ·W JHW IDU $QG VLPLODUO\ LI \RX

 XQWLO WKH SUHVHQW RQFH DJDLQ ZH KDYH QRW SURJUHVVHG

KDYH JRRG OHDGHUVKLS EXW WKH SHRSOH DUH QRW HGXFDWHG DQG

7RWDOUHVHUYHVFXUUHQWO\VLWVZHOOEHORZ86ELOOLRQ$QGQRZ

DUPHG ZLWK VNLOOV \RX ZRQ·W JHW IDU HLWKHU /RRN DW 6LQJDSRUH

WKH UDLQ\ GD\ KDV FRPH DQG ZH GR QRW KDYH DQ\ XPEUHOOD DERYH

:KDW KDV PDGH WKLV FRXQWU\" ,W KDV QR UHVRXUFHV WR VSHDN RI

$8 WKDW FDQ UHDOO\ VWDQG RQ WKHLU RZQ %XW WKH $8 QHHGV WR EH
VWURQJQRWRQO\SROLWLFDOO\DQGPLOLWDU\ZLVHEXWDOVRÀQDQFLDOO\
7RGD\ WKH FRQWULEXWLRQV RI PHPEHU VWDWHV GR QRW HYHQ FRYHU
WKH H[SHQVHV RI WKH KHDG RIÀFH
:H PXVW DOVR KDYH HFRQRPLF LQWHJUDWLRQ LQ $IULFD DQG
WKDW ZLOO UHVXOW LQ LWV SROLWLFDO LQWHJUDWLRQ $IULFD KDV SHRSOH DQG

Vol.3/Asian Management Insights

If you have education,
but poor leadership,
you won’t get far. And
similarly, if you have
good leadership, but
the people are not
educated and armed
with skills, you won’t
get far either.

EXW LW GRHV KDYH HGXFDWLRQ DQG OHDGHUVKLS ZKLFK OHG WR LWV VXFFHVV $QG WKDW LV ZK\
, VD\ WKH WZR PXVW JR WRJHWKHU
1LJHULD LV SDUW RI WKH (FRQRPLF &RPPXQLW\ RI :HVW $IULFDQ 6WDWHV ZKLFK LV D
PHPEHU UHJLRQDO JURXS WKDW SURPRWHV HFRQRPLF LQWHJUDWLRQ ,W LV D VLQJOH ODUJH
WUDGLQJ EORF ZLWK IUHH PRYHPHQW RI SHRSOH DQG JRRGV PDNLQJ LW HDV\ IRU EXVLQHVVHV
LQ1LJHULDWRDFFHVVDOPRVW PLOOLRQ :HVW $IULFDQV
,I , ORRN DW ZKDW 1LJHULD QHHGV WRGD\ WKHUH DUH VRPH NH\ EXLOGLQJ EORFNV
UHGXFLQJ XQHPSOR\PHQW GHYHORSLQJ KHDOWK DQG HGXFDWLRQ DGYDQFHPHQW RI ZRPHQ
DQG JHWWLQJ ULG RI UHOLJLRXV DQG FXOWXUDO KLQGUDQFHV 3URYLGLQJ HPSOR\PHQW
RSSRUWXQLWLHV LV YHU\ LPSRUWDQW EXW ZRPHQ·V HGXFDWLRQ LV DOVR D PXVW RWKHUZLVH
 SHUFHQW RI RXU SRSXODWLRQ LV EHLQJ H[FOXGHG IURP WKH PDLQVWUHDP 7KHUH·V D
JUHDW VD\LQJ ´:KHQ \RX HGXFDWH D JLUO \RX HGXFDWH WKH ZKROH IDPLO\µ $OVR WKH
EHVW IRUP RI IDPLO\ SODQQLQJ LV ZRPHQ·V HGXFDWLRQ 6R WKDW LV VRPHWKLQJ ZH PXVW
WDNH YHU\ VHULRXVO\ DQG LW GRHVQ·W WDNH PXFK WR GR ,I \RX JLYH HYHU\ FKLOG PDOH DQG
IHPDOH QLQH \HDUV RI EDVLF HGXFDWLRQ \RX ZRXOG KDYH DFKLHYHG WKLV
$V IRU KHDOWK EDVLF KHDOWKFDUH LV WKH HDVLHVW ZD\ WR GHDO ZLWK WKLV ,I WKDW LV
JRRG KRZ PDQ\ SHRSOH ZLOO UHTXLUH VSHFLDOLVWV" , EHOLHYH WKH SURYLVLRQ RI
IUHH PHGLFDO VHUYLFHV WR DOO SUHJQDQW ZRPHQ DQG FKLOGUHQ XQGHU WKH DJH RI ÀYH LV D
PXVW 6R LI \RX GHDO ZLWK WKLV DV ZHOO DV HGXFDWLRQ \RX ZLOO KDYH D KHDOWK\ DQG
HGXFDWHG SRSXODWLRQ RI SHRSOH ZKR DUH DOUHDG\ HPSRZHUHG WR IHQG UHDVRQDEO\ ZHOO
IRUWKHPVHOYHV$QGLIWKHQ\RXHQFRXUDJHGRPHVWLFDQGIRUHLJQLQYHVWPHQWSDUWLFXODUO\
LQ WKH DUHD RI DJULEXVLQHVV \RXU MRE LV GRQH
1LJHULD KDV DW OHDVW  WULEHV DQG WZR PDMRU UHOLJLRQV 7KH ÀUVW SRLQW D OHDGHU
PXVW XQGHUVWDQG DQG DFFHSW LV WKDW GLYHUVLW\ E\ LWVHOI LV QDWXUDO $QG WKH VHFRQG
WKLQJ LV WKDW LI LW LV QDWXUDO WKHQ \RX PXVW DFFRPPRGDWH WKH LQWHUHVWV RI DOO RI WKH
GLYHUVH FRPSOHPHQWV RI SHRSOH \RX DUH PDQDJLQJ $QG ZKHUH WR VWDUW LV \RXU RZQ
RIÀFH 6R LQ P\ RIÀFH \RX ZLOO ÀQG RQO\ RQH RU WZR SHRSOH RXW RI WHQ IURP P\ WULEH
,W LV WKXV D PXVW WR PDNH HYHU\ WULEH IHHO WKDW WKH\ KDYH D VWDNH DQG IHHO LPSRUWDQW
,W·V QR PRUH WKDQ WKDW UHDOO\
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NATION
BRANDING

Emerging nations need national
champions, and national champions
need strong support from the state.
By Nirmalya Kumar and
Jan-Benedict E.M. Steenkamp

A

few years ago when we were

The once hunted have now become

researching the emergence of Asian

hunters. In fact, the emerging markets,

brands, we decided to ask a few western

especially China and India, have

friends if they could recall the Haier

been snapping up western brands for

brand and its products. The answer was

more than 15 years. Couturier Valentino

no. This surprised me, especially as the

was acquired by the Qatari royal family

Chinese multinational is the world’s

in 2012, while Aston Martin went to

number one white goods manufacturer.

Kuwait in 2007. China now owns the

An indigenous Chinese brand, the Haier

glorious motoring brands of Saab (2011),

story reflects the westward migration

Volvo (2010) and MG Rover (2005), just

of Chinese products, which is currently

as India in 2008 acquired Jaguar and

taking place hand in hand with the

Land Rover. To say nothing of Ferretti

migration eastward of some of the

Yachts, acquired by China’s Weichai

developed world’s most iconic brands.

Group in 2012, or New York’s Pierre

Not so long ago, the so-called
developed countries accounted for more

Hotel, acquired by the Taj Group in 2005.
Tetley Tea also went to India in 2000.

than 80 percent of world GDP. Global

Emerging markets,
especially China and
India, have been
snapping up western
brands for more than
15 years.

brands were exclusively from the West.

National champions

If, in 1990, emerging markets together

However, acquisition is only one of

accounted for 20 percent of global

several means used by companies from

output, by 2010 this had doubled to

emerging markets, not just China, as

40 percent. And in 2013, it had exceeded

they trawl for global opportunities to

that of the developed countries. Today

expand beyond their local geographies.

emerging markets account for more than

In our book Brand Breakout: How

75 percent of mobile phone subscriptions,

Emerging Market Brands Will Go

75 percent of steel consumption, 25

Global, we advocate eight strategies

SHUFHQW RI ÀQDQFLDO DVVHWV ZRUOGZLGH DQG

for building brands—such as the ‘Asian

75 percent of foreign exchange reserves,

Tortoise’ route of migrating to higher

among other indicators. Little wonder then

quality and brand premium; the ‘Diaspora’

that western corporations are in hot pursuit

route of following emigrants and tourists

of new business in those regions.

E\WDSSLQJLQWRHWKQLFDIÀUPDWLRQDQGEL
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culturalism segments; or then the ‘Cultural Resources’ route by
focusing on the rituals and values a nation is renowned for.
In this article, we focus on the ‘National Champions’ route,
as it is particularly germane to this region’s emerging markets
and their current state of development. As the name suggests,
a national champion is a business enterprise selected by the

Governments usually advocate the
creation of national champions on
the basis of industrial, strategic trade
and national security policies.

government of a nation-state to spearhead its national effort
in competing internationally in a particular industry, which

NOT ALWAYS A CHAMPION?

could be natural resources, basic industries, intermediate

National champions have their limitations. Preferential

goods, energy, consumer products, advanced technology, or

WUHDWPHQWPD\EHVRVWURQJWKDWLWVWLÁHVWKHFRPSHWLWLYHULYDOU\

services. The champion receives special treatment from the

that is necessary for continuous product improvement and

government, including subsidies, market protection in the form

the development of brands vital for survival in the global

RI WDULIIV DQG LPSRUW UHVWULFWLRQV DQG ÀUPVSHFLÀF RU LQGXVWU\

marketplace. National champions may also devour more

VSHFLÀFSROLFLHVWKDWIRVWHULWVJURZWK

UHVRXUFHV WKDQ D PRUH HIÀFLHQW SULYDWH ÀUP $QG ÀQDOO\ WKH
politically-driven process typically favours well-connected

CREATING NATIONAL CHAMPIONS

insiders over innovative outsiders.

The industrial policy rationale holds that certain sectors of

There are also limitations on the ability of government

the home economy are particularly valuable because they

bureaucrats to choose wisely, be it technology or staff. As a

provide high-paying jobs and/or carry out high value-added

result, many national champions perform poorly. Some are more

business activities. Unless a country wants to remain a collection

properly considered national basket cases rather than national

of screwdriver factories, the government must actively nurture

breadwinners!

home-grown firms. Tweaking industrial policy appeals to

$V WKH LPSRUWDQFH RI D ÀUP·V QDWLRQDOLW\ PD\ GLPLQLVK RYHU

emerging markets that want their industries to grow in

time when it becomes multinational or globalised, the leaders of

sophistication in the long term. China and India both use

national champions may lose their ability or willingness to respond

industrial policies to promote their national champions.

to the needs of local politicians where such a response might run

The strategic trade rationale argues that the state should

contrary to corporate self-interest or sound business principles.

maintain a home-grown presence in sectors where economies of
scale are exceptionally large (often larger than the ability of any

Building National Brands

VLQJOH QDWLRQDO PDUNHW WR DEVRUE RXWSXW HIÀFLHQWO\  EDUULHUV WR

Successful national champions need certain key characteristics to

entry are especially high, and rent-seeking behaviour is prevalent.

build strong consumer brands. A state can successfully incubate

Without state help, such sectors are subject to pre-exemption

national champions into global brands, provided that government

from other restrictions that would otherwise be imposed on foreign

leaders consider three conditions—company, community, and

ÀUPVRUULYDOVWDWHV

competition (refer to Figure 1). We call this the ‘C3 Framework’.

Meanwhile the national security rationale holds that
FRXQWULHV PXVW DYRLG GHSHQGHQFH RQ IRUHLJQ ÀUPV WKDW PLJKW

COMPANY

delay, deny, or constrain the provision of goods and services

National champions frequently struggle to build strong brands as

crucial for the proper functioning of the home economy or its

they lack a customer-based approach. Public policy-makers thus

security apparatus. Emerging markets do not want foreigners to

need to ensure that every national champion is empowered to

control the supply and utilisation of their native resources such

orient its efforts to market needs, not political or product ambitions.

DVHQHUJ\DQGPHWDOV)RUWKLVUHDVRQZHÀQGWKHODUJHVWQDWLRQDO

As Ajit Singh, India’s civil aviation minister charged with the

champions in extractive industrials, such as Coal India, Russia’s

WXUQDURXQG RI $LU ,QGLD REVHUYHG ´,W LV YHU\ GLIÀFXOW IRU WKH

Gazprom, the world’s largest natural gas company, and Brazil’s

government to run any service sector business. For government

FRSSHU H[WUDFWLRQ ÀUP 9DOH 6XFK LQGXVWULHV DUH FRQVLGHUHG WR

employees, they are the kings; the customer is never the king.” 1

be fundamental to a country’s sovereignty, wealth, security and
development.

Meanwhile in the C-suite, there should be an emphasis on
competence rather than political appointments, or the ‘politics

Vol.3/Asian Management Insights

of patronage’. Along with business

Here various means are possible,

competence, national champions should

including the acquisition of foreign

be striving for worldwide learning, rather

companies to gain rare technological and

than having the ‘home market knows

brand-building expertise, rather than

best’ attitude. The hiring of world-class

organic learning which could take many

global talent and leveraging integrated

years. Another is the listing of the company

organisational learning processes that

on foreign exchanges, which introduces

and predictably, with openness and

promote worldwide learning, rather than

the brand to the world’s most sophisticated

transparency, accountability, and honesty

a home-centric view of the world, are

bankers and analysts, and helps to attract

in decision-making and execution.

vital preconditions for developing brand-

foreign talent from the best business

The state needs to support, rather

building capabilities.

VFKRROVWRLQÁXHQFHWKHFRUSRUDWHFXOWXUH

than direct, business activities. This entails

and people.

the setting up of economic and knowledge

Finally, acceleration of the learning

infrastructures in which national champions

process on a worldwide scale is needed.

In the C-suite, there
should be an emphasis
on competence
rather than political
appointments, or the
‘politics of patronage’.

The state needs to
support, rather than
direct, business activities.

COMMUNITY

can seed and flourish. A supportive

The state can play a positive role in the

economic infrastructure is capable of

business community by helping to launch

protecting national champions for a

healthy national champions that are able

short time against foreign encroachment,

to develop global capabilities. But public

WKURXJK VXEVLGLVLQJ 5 ' DQG ÀQDQFLQJ

policy makers must also do their best to

state purchases. For national champions

root out incompetence, corruption and

to be able to compete globally on quality,

cronyism. Competency in this context

rather than price, the state must cultivate

means being manned by highly educated

scientists, technologists and engineers to

bureaucrats who operate consistently

FRQGXFWÀUVWUDWH5 '
Ideally, the state will be restricted
to a minority shareholding, which limits

C3 FRAMEWORK OF FACTORS DETERMINING
THE SUCCESS OF NATIONAL CHAMPIONS
AS A GLOBAL BRAND

its ability to use national champions
for rewarding clients or pursuing
social policies. Pioneered in Brazil, the
minority-shareholder model provides
private investors with just enough power

Community
t $PNQFUFOUTUBUF
t 4VQQPSUJWF
t .JOPSJUZTUBLFIPMEFS
t 5FNQPSBSZBOE
conditional protection

Competition
t %PNFTUJDBOEGPSFJHO
firms in home market
t &OUFSGPSFJHONBSLFUT
at early stage

WR LQVLVW RQ JUHDWHU RSHUDWLRQDO HIÀFLHQF\
and managerial effectiveness. Further, by
taking a minority stake, the state can assist
more companies with the same amount of
resources.
State support needs to be short-term

Brand-building success
by national champions

and conditional on set market-based
performance measures, rather than offering
permanent and unlimited protection.

Company
t .BSLFUPSJFOUBUJPO
t 5PQRVBMJUZNBOBHFNFOU
t 8PSMEXJEFMFBSOJOH

Without clear limits on the duration and
nature of state support, the company will
never learn to compete. Market-based
performance metrics force the company
to focus on its customers, as well as its

FIGURE 1

Source: Brand Breakout: How Emerging Market Brands Will Go Global

bureaucratic owners.
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COMPETITION

the national champion faces the rigours

were able to produce porcelain equivalent

Firms sharpen their skills by competing

of global competition, the better it will

to that made in China, thereby establishing

both in their home market and abroad.

adapt its operations for the market and

the now famous Meissen porcelain factory.

This means a focus on home market rivalry,

adopt a customer-based brand-building

Until as late as the 1970s, Japanese brands

rather than support for a quasi-monopoly.

approach.

were synonymous with imitations and

0RQRSROLHVEUHHGFRPSODFHQF\DQGVWLÁH
innovation. If a firm does not learn to

shoddy quality. That changed with the
introduction of high quality vehicles at a

stand on its merits, it has little chance of

Country-of-origin: An
asset or a liability?

survival outside the home market.

A nation’s image is built gradually over time.

up the quality chain, South Korea took

Home market rivalry thus needs to be

Surprisingly, more than a few developed

over low-end manufacturing, and has now

fostered. Industry boundaries no longer

countries, including Germany, Japan and,

moved forward as a leader in electronics

stop at national borders. Foreign market

until recently, South Korea, have had

and cosmetics.

entry should be stimulated to enable

negative connotations associated with their

Historically there is no precedent

national champions to improve their

image in the past. Centuries earlier, it took

of a country evolving into a developed

skills through competition. The earlier

several attempts before German craftsmen

economy without having some global

competitive price. Then, as Japan moved

EMIRATES AIRLINES: GLOBAL BRAND AND NATIONAL CHAMPION

Emirates Airlines, a subsidiary of The Emirates Group,

Community:"MUIPVHIUIFHPWFSONFOUPG%VCBJ

JTUIFMBSHFTUBJSMJOFJOUIF.JEEMF&BTU8IPMMZPXOFE

SFRVJSFEUIFBJSMJOFUPPQFSBUFJOEFQFOEFOUMZPG

CZUIFHPWFSONFOUPG%VCBJ UIFDBSSJFSPQFSBUFTPWFS

government subsidies, it supported the company in

2,400 passenger flights per week, serving 142 cities

other ways. These included providing a first rate travel

in 80 countries across all continents. Founded in 1985,

infrastructure, a dedicated terminal and tourist draw.

Emirates became profitable within its first year and
has steadily built its network. From 2001-14, its

Competition: The small home market forced the airline

compound annual growth rate was 17.1 percent

to enter foreign markets and fly international travel

for passengers, 21.7 percent for sales revenues, and

routes. It was not an option. It was a necessity.

17.0 percent for profits—remarkable in a brutally
competitive industry.

Company: The state appointed a well-credentialed
industry veteran as the airline’s first CEO, not a

National security formed the rationale behind its

government bureaucrat. Four of the nine members

founding. In the mid-1980s, Bahrain’s Gulf Air began

in the C-suite were non-nationals. In its operations

UPDVUCBDLTFSWJDFTUP%VCBJ XIJDINBEFUIF

and governance, Emirates focuses on employees

country less accessible, dramatically reducing its

with business experience in general, and industry

attractiveness for business and tourists, as well as

experience in particular. Its corporate philosophy

threatening economic growth and development. As

emphasises openness to change, new ideas, diversity

a result, the ruling royal family funded the founding

and opportunity. It views diversity as a defining

of Emirates.

strength and actively recruits the world’s best and
brightest. Today, Emirates’ sizeable workforce hails

Emirates went on to make the right decisions and
took the right actions in the three areas critical to a
national champion’s success (the C3 framework):

from 161 countries.

Vol.3/Asian Management Insights

brands emerge from it. Generally speaking,

copyright pirate-infested zone and a

We propose seven strategies to overcome

products from developed countries continue

supplier of poor quality, even tainted,

negative country-of-origin associations:

to have a high-quality image, whereas those

goods.

hailing from India, China or Russia mostly
decrease a brand’s equity.

Meanwhile the country-of-origin
image can be viewed using six dimensions:

Yet consumer perceptions are known

quality (reliability), innovativeness,

to lag behind reality, which means that

aesthetics, prestige, price/value, and

one of the biggest challenges many

social responsibility. While few developed

emerging markets face as they globalise

countries score favourably on all

is the perception that their brands are

dimensions, what differentiates developed

inferior. So why do consumers care

countries from emerging markets is that

about a brand’s country-of-origin when

the latter tend to rate low on all aspects

they can evaluate the product on its

except price.

own merits and act accordingly? The

to make an assessment as they lack the

Overcoming negative
country-of-origin
associations

capabilities to analyse the information.

Brands from emerging markets need to

Instead, they rely on ‘cues’ that, in their

think about what is credible and what

perception, reveal something about

resonates with western consumers. Nation

the qualities of the product. These

branding is also a means of countering

include its brand name and country

country-of-origin concerns. For example,

of origin.

‘Malaysia Truly Asia’ and ‘Incredible

answer is that, for whatever reason, most
consumers are either unwilling or unable

1. Disguise the origin
in choosing the
brand name
The evidence from research is clear:
using a foreign brand name is effective in
overcoming bias against the country-oforigin of emerging markets. Nothing in
the names Lenovo or ZTE suggests they
come from China. Choose a brand name
that triggers favourable cultural stereotypes
DQG LQÁXHQFHV SURGXFW SHUFHSWLRQV DQG
attitudes. Highlight that key components
come from developed markets.

2. Confront negative
associations
Where there is a lack of information,
persistent media stereotypes, or an
overexposure of negative media events
DQGQDWLRQDOÀJXUHVDFNQRZOHGJHH[LVWLQJ

Four factors are associated with

India’ are familiar brand slogans. When

the image of a country: its economic

South Korea climbed out of its emerging

GHYHORSPHQW ZKLFK UHÁHFWV LWV DELOLW\ WR

nation status, it launched the ‘Presidential

manufacture), its culture and heritage,

Council on Nation Branding’ and took the

governance-related issues, and its people.

opportunity to showcase the country’s

3. Focus on favourable
‘nuggets’

In particular, lack of good governance

economic development at the 1988 Seoul

Consider whether there have been

is a key issue and negatively impacts the

Olympics. It continues to spend billions

credible items within the broader

country-of-origin image. Many consumers,

and uses events to enhance the country’s

product category where your country-

for example, still perceive China as a

national image and brand.

of-origin has an advantage. As Zhou

perceptions and then challenge them.

(Joe) Wang of China’s Jahwa said,
western perceptions of China revolve
around words such as “old, low quality,
low trustworthiness, and unsafe”. In
contrast, Shanghai is associated with

One of the biggest challenges
many emerging markets face as
they globalise is the perception
that their brands are inferior.

“cosmopolitan, dynamic, fashionable,
fresh looking and energetic”. This saw
Jahwa revive one of its famous nostalgic
brands, renaming it ‘Shanghai Vive’ to
capture the feeling of old Shanghai.
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4. Offer post-sales
service

7. Invest heavily in
marketing

Low-quality manufacturing is the biggest

This helps to raise brand awareness and

hurdle for emerging market brands,

to create positive brand associations. For

and extra guarantees and other types of

example, next to innovation, the second

warranties and services over and above

key component of Samsung’s rise to global

industry norms help to reduce purchase

esteem was prolonged heavy spending

risk. Euro NCAP, the European safety

on advertising and other marketing

agency recently awarded China’s car

efforts. Thai Beverage, one of the leading

manufacturers Geely and SAIC four

beverage producers in the world, invested

PDUNVRXWRIÀYHIRUTXDOLW\

heavily in sports sponsorship (as did
Emirates) including football teams (Real
Madrid and Barcelona).

5. Emphasise aesthetics
and invest in design
Even the most naïve consumer can
readily observe and experience aesthetic
qualities. Brilliance China Automotive
hired Dimitri Vicedomini from the famous
Italian design house Pininfarina, which
designs for Ferrari, Alfa Romeo, Maserati
and Peugeot (coincidentally acquired by
India’s Mahindra in December 2015).

Carpe diem
In contrast to a quasi-monopoly brand
that consumers buy because they lack any
other option, the principles of developing
a strong national brand do not differ from
those followed by any other company. The
national champion must seize the moment,
GHÀQHLWVWDUJHWVHJPHQWGHYHORSDEUDQG
promise or position, and determine a
PDUNHWLQJPL[WRIXOÀOWKHEUDQGSURPLVH

6. Utilise reverse
manufacturing
China Garments is a state-controlled
company that went on to create a luxury
menswear brand using Chinese design
with European manufacturing quality. Its
CEO, Zhan Yingjie, said, “We want to
turn around the old thinking that we can
only do processing. China has the ability
to create its own luxury brand…China isn’t
just a global manufacturing centre and
Italy a global design centre. These roles
can be mixed.”

Brands are always a work in progress.
Although hurdles remain for national
champions from emerging countries
before they can break free and reach
their full potential, this is nothing new in
the life of a global brand. Both the U.S.
and Japan faced similar issues in their
pre-global powerhouse days. But rather
than balk at the prospect of this latest
OHDSIRUZDUGÀUPVQHHGWRLPSURYHWKHLU
transparency, enhance the profitability
and integrity of financial statements,
move from imitation to innovation,
accept management diversity, and strive
for a global mindset. The evolving global
PDUNHW SODFH LV GHÀQLWHO\ QR FRXQWU\ IRU
old men (or women).
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INDUSTRY WATCH

Rethinking

Intellectual
Property
for the 21st Century

New models are undermining
the traditional views of
intellectual property.
By Tim Jones

W

H DUH IDFLQJ D SRWHQWLDO SRLQW RI LQÁHFWLRQ IRU LQWHOOHFWXDO SURSHUW\ ,3  :LWK

the rise of technologies such as 3D printing, the expansion of multiple authorships and
an increasing democratisation of information, many see the systems designed in the
WKFHQWXU\DQGUHÀQHGLQWKHWKFHQWXU\DVQRWÀWIRUSXUSRVHLQWKHVWFHQWXU\
Whether we should disregard IP, or reinvent it for the more collaborative world ahead,
LV RSHQ WR TXHVWLRQ :KDW LV EHFRPLQJ LQFUHDVLQJO\ DSSDUHQW LV WKH QHHG WR FKDQJH
our perspectives on know-how, its sharing and trading, and consider how IP can
VXSSRUW WKLV
Traditional intellectual property regimes are often seen as an inhibitor to
LQQRYDWLRQSURWHFWLQJLQFXPEHQWEXVLQHVVPRGHOVZKHUHWKHÀUP·VYDOXHLVPHDVXUHG
LQ WHUPV RI SURILW DQG ORVV 7KH HPSKDVLV LV RQ FUHDWLQJ VKDUHKROGHU YDOXH DQG QRW
QHFHVVDULO\ RQ FRQWULEXWLRQ WR VRFLHW\ 7KH DFFRXQWLQJ RI VXFK D V\VWHP UHOLHV RQ
tangible assets, and thus, the intangible aspects around innovation and brand value
DUH DFFRXQWHG IRU DV ,3 DVVHWV 7KLV DSSURDFK LV GHIHQVLYH SHUKDSV D PRUH KROLVWLF
open and collaborative attitude towards intellectual property is needed to
HPEUDFH GLVUXSWLRQ
3HUIHFW GLJLWDO FRSLHV DQG SHHUWRSHHU 33  ILOH VKDULQJ VWDUWHG GLVUXSWLQJ
WKH PHGLD LQGXVWU\ QHDUO\ WZR GHFDGHV DJR EHJLQQLQJ ZLWK 1DSVWHU LQ  7KH
record labels never recovered and new business models have since emerged and
FRQWLQXH WR HYROYH ,QGXVWULHV WRGD\ IDFH JUHDWHU GLVUXSWLRQ DV PRUH JRRGV DQG
VHUYLFHV EHFRPH GLJLWLVHG $Q LQKHUHQW FKDUDFWHULVWLF RI GLJLWDO SURGXFWV LV WKDW
ZKHWKHUWKHUHDUHÀYHFRQVXPHUVRUÀYHELOOLRQWKHPDUJLQDOFRVWIRUHDFKDGGLWLRQDO
SHUVRQ FRQVXPLQJ LW DSSURDFKHV ]HUR 0RUHRYHU WKH IRXQGDWLRQDO WHFKQRORJLHV DQG
protocols that make the Internet work also make these products, in all practical terms,
QRQH[FOXGDEOH ,Q D FRPSHWLWLYH PDUNHW WKLV PHDQV WKDW GLJLWDO JRRGV DQG VHUYLFHV
DUH DEXQGDQW DYDLODEOH DQG IUHH :KHUH WKHQ LV WKH LQFHQWLYH WR LQQRYDWH DQG FUHDWH
QHZ SURGXFWV WKDW FDQ KDYH LQWULQVLF YDOXH" $QG LI ZH DUH WR EHOLHYH WKDW LQQRYDWLRQ
arises through collaboration, is the current regime then too restrictive?

Traditional intellectual property regimes are often
seen as an inhibitor of innovation, protecting
incumbent business models where the firm’s
value is measured in terms of profit and loss.
The emphasis is on creating shareholder value,
and not necessarily on contribution to society.
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The problem is that the barriers

copyright date back to the emergence

V $QG LQ :RUOG :DU , DLUFUDIW

exist in legal terms and only manifest

RI WKH SULQWLQJ SUHVV 7KH SULQWHG ZRUG

GHYHORSPHQW LQ WKH 86 ZDV VHYHUHO\

XQGHU WKH WKUHDW RI FRHUFLRQ 7KLV FDQ

spread information cheaply amongst the

stunted by the two largest patent

be expensive, and since litigation takes

PDVVHV *RYHUQPHQWV DQG WKH FKXUFK

holders, the Wright Company and Curtis

place through public courts, a substantial

reacted by restricting the right to print

Company, which ended in 1917 when

burden of these costs is often passed on to

in order to contain infectious ideas,

WKH 86 JRYHUQPHQW SUHVVXUHG WKH

WKHSXEOLF,QDGGLWLRQWKRVHZLWKGHHSHU

which threatened to upend traditional

LQGXVWU\ WR IRUP DQ RSHQ SDWHQW SRRO

pockets are better positioned to take

SRZHU VWUXFWXUHV 7KH HQVXLQJ IUHHGRP

These

DFWLRQ DQG DUH WKXV PRUH OLNHO\ WR SURÀW

of thought at the end of the 15th

accelerated the development of multiple

IURP VHWWOHPHQW $V PRUH SURGXFWV DQG

century brought Europe the Protestant

JDPHFKDQJLQJ WHFKQRORJLHV

services become digitised, governments

Reformation and the Enlightenment,

In another example, Ericsson, the

and firms may find it increasingly

which swept away the medieval world-

6ZHGLVK FRPPXQLFDWLRQV WHFKQRORJ\

H[SHQVLYH WR FKDVH GRZQ RIIHQGHUV

YLHZ DQG XVKHUHG LQ PRGHUQLW\ 6RPH

FRPSDQ\ DQG FUHDWRU RI %OXHWRRWK

Clearly something is wrong when more

 \HDUV ODWHU ZH SRWHQWLDOO\ ILQG

WHFKQRORJ \ UHOHDVHG LWV %OXHWRRWK

time and money is spent on litigation

RXUVHOYHV LQ D VLPLODU UHYROXWLRQDU\ WLPH

related patents into an open depository

WKDQ RQ 5 ' 7KLV LV LQFUHDVLQJO\ WKH

0RGHUQ FRS\ULJKWV KDYH HYROYHG WR

that anyone could access via a special

case in multiple sectors as strict

be more about balancing the rights of

LQWHUHVW JURXS ,Q GRLQJ VR (ULFVVRQ

intellectual property regimes not only

FUHDWRUV DQG WKH ULJKWV RI WKH SXEOLF

relinquished any rights to royalties, but in

increase the costs for new players to

Nonetheless, such restrictive rights

WKH SURFHVV DOVR HVWDEOLVKHG D VWDQGDUG

enter the market, but also open the

LQHYLWDEO\SURWHFWWKHLQFXPEHQW7KLVLV

6LPLODU WR (ULFVVRQ WKH HOHFWULF

door for copyright and patent trolls who

SHUKDSVQRZFKDQJLQJ7RGD\ZHFDQVHH

FDU FRPSDQ\ 7HVOD 0RWRUV KDV PDGH DOO

aggressively pursue litigation as a

some evidence of organisations ignoring

LWV SDWHQWV SXEOLFO\ DYDLODEOH IRU XVH

PHDQV WR PDNH PRQH\

copyright, and the courts supporting

$FFRUGLQJ WR (ORQ 0XVN &(2 RI

collaborative

mechanisms

We need to sort this out but the

WKHP LQ WKLV 7KH UHFHQW FDVH RI

7HVOD ´:KHQ , VWDUWHG RXW ZLWK P\ ÀUVW

answer should not be to impose even

0DJPDWLF WKH PDNHU RI WKH 7UXQNL

company, Zip2, I thought patents were

PRUH UHVWULFWLRQV ,3 VKRXOG QRW EH

FKLOGUHQ·V ULGHRQ VXLWFDVH LV D FDVH

a good thing and worked hard to obtain

implemented as a market barrier, but

LQ SRLQW1 7KH 8. 6XSUHPH &RXUW

WKHP $QG PD\EH WKH\ ZHUH JRRG ORQJ

rather a means to incentivise and

unanimously dismissed an appeal and

ago, but too often these days they serve

promote

new

DOORZHGDUXOLQJWKDW306,QWHUQDWLRQDO

merely to stifle progress, entrench the

knowledge and invention, in short,

the copycat, did not infringe copyright

positions of giant corporations and

LQQRYDWLRQ 7KHUH LV LQWULQVLF VRFLDO

even though the judge acknowledged

enrich those in the legal profession, rather

value in the sharing of insight and

WKDW 306 FRQFHLYHG WKH LGHD RI PDNLQJ

WKDQ WKH DFWXDO LQYHQWRUV $IWHU =LS

NQRZKRZ 7KH EHVW SROLF\ ZRXOG EH WR

WKHLU YHUVLRQ DIWHU VHHLQJ WKH RULJLQDO

when I realized that receiving a patent

make the most of this, but in a way that

7KH LPSOLFDWLRQV RI WKLV DUH VLJQLÀFDQW

really just meant that you bought a

maybe allows for new robust business

and could effectively end the protection

lottery ticket to a lawsuit, I avoided them

PRGHOV WR ÁRXULVK LQ WKH GLJLWDO DJH

of designers from design rights and

ZKHQHYHU SRVVLEOHµ2

prog ress

t h rough

FRS\ULJKWV LQ WKHLU FXUUHQW IRUP

Lessons from the past
and present

Lawsuits aside, there is a shrewd
EXVLQHVV VWUDWHJ\ EHKLQG 7HVOD·V SDWHQW

PATENTS

SROLF\ 3ROLFLHV OLNH WKHVH KHOS WR FUHDWH

%DFN LQ WKH V DXWRPDQXIDFWXUHUV

ecosystems, which have made products

COPYRIGHT AND

ZHUH VWLOO TXLWH QHZ WR WKH JDPH ,Q

and services such as the Internet

DESIGN RIGHTS

order to speed advancements within their

and numerous other information-

The more freely and openly information

LQGXVWU\ DQG DYRLG UHLQYHQWLQJ WKH

FRPPXQLFDWLRQV WHFKQRORJLHV SRVVLEOH

is shared, the more value society can

ZKHHO )RUG &KU\VOHU DQG *0 DPRQJVW

create through collaboration and

others, put their collective knowledge

New business models

LQQRYDWLRQ %\ UHVWULFWLQJ DFFHVV ZH

LQWR SDWHQW SRROV 7KH VDPH ZDV GRQH

$V DFFHVV WR WKH ,QWHUQHW EHFRPHV

LPSHGH SURJUHVV ,QGHHG WKH RULJLQV RI

with sewing machine makers in the

ubiquitous, digital goods and services
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As access to the Internet becomes ubiquitous,
digital goods and services will increasingly
resemble global public goods, which are non-rival
and non-excludable. This potentially could result in
a market failure, where profit-seeking behaviour is
incapable of satisfying demand.

and knowledge on relatively cheap
cell phones and computers, and sharing
it at near zero marginal cost in a
FROODERUDWLYH QHWZRUNHG ZRUOGµ3
$OWKRXJK PDUJLQDO FRVWV DUH ]HUR
À[HGFRVWVDQGRYHUKHDGDUHQRW,WWDNHV
a lot of time and effort to produce high
TXDOLW\ FRQWHQW 3HRSOH ZKR FUHDWH
value through digital works still

ZLOOLQFUHDVLQJO\UHVHPEOHJOREDOSXEOLFJRRGVZKLFKDUHQRQULYDODQGQRQH[FOXGDEOH

KDYH PDWHULDO QHHGV +RZ WKHQ FDQ

7KLV FRXOG UHVXOW LQ D PDUNHW IDLOXUH ZKHUH SURÀWVHHNLQJ EHKDYLRXU LV LQFDSDEOH RI

they trade their digital work for food

VDWLVI\LQJ GHPDQG 2ULJLQDO FUHDWRUV DUH QRW LQFHQWLYLVHG WR SURGXFH EHFDXVH WKH

or to keep the lights on?

positive externalities of the goods are not remunerated as innovation, and progress

$V RQH RSWLRQ JDLQLQJ SRSXODULW\

LQ WKLV GRPDLQ DULVHV WKURXJK FROODERUDWLRQ DQG RSHQ DFFHVV 7KH ,3 ODZ WKDW SURWHFWV

over recent years, Creative Commons

SURSULHWDU\ NQRZOHGJH WKURXJK UHVWULFWHG DFFHVV DQG XVH PD\ WKHUHIRUH EH LQHIÀFLHQW

licencing provides an avenue for

7KDQNIXOO\ WKHUH DUH DOWHUQDWLYH UHJLPHV WKDW DWWHPSW WR UHFRQFLOH VRFLDO EHQHÀW DQG

creators to monetise their work,

LQGLYLGXDOFRPSHQVDWLRQ&UHDWLYH&RPPRQVDQGFRS\OHIWOLFHQFLQJEHLQJSULPHH[DPSOHV

either directly or indirectly, through

&UHDWLQJ DQG VKDULQJ PXVLF VWRULHV DQG DUW LV LQQDWH WR KXPDQ EHLQJV 7R WKLQN

copyright recognition and the option

that new creative content would not be produced because there is no monetary

to control the commercialisation of

SD\RII LV DFFRUGLQJ WR VRPH PLVJXLGHG -HUHP\ 5LI NLQ ZULWHV LQ KLV 

their work while providing a framework

+XIÀQJWRQ3RVWDUWLFOH´7KHHQGRIWKHFDSLWDOLVWHUDDQGZKDWFRPHVQH[WµWKDW´WRGD\

for free distribution and space for

PRUH WKDQ  SHUFHQW RI WKH KXPDQ UDFH LV SURGXFLQJ LWV RZQ PXVLF YLGHRV QHZV

RSHQ FROODERUDWLRQ UHIHU WR )LJXUH  

CREATIVE COMMONS

MOST OPEN

ICON

Free/Libre

Freeing content globally
without restrictions

CC0

YES

BY

YES

Attribution + ShareAlike

BY-SA

YES

Attribution +
Noncommercial

BY-NC

NO

Attribution +
NoDerivatives

BY-ND

NO

BY-NC-SA

NO

BY NC SA

Attribution +
Noncommercial +
ShareAlike

BY-NC-ND

NO

BY NC ND

Attribution +
Noncommercial +
NoDerivatives

Attribution alone

BY

FIGURE 1

Acronym

PUBLIC
DOMAIN

CC0

LEAST OPEN

Description

BY

BY

SA

BY SA

BY

ND

BY NC

BY

NC

BY

NC

SA

BY

NC

ND

BY ND

Source: Creative Commons Attribution 4.0 International license
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)RULQVWDQFHZRUNFDQEHFRPPLVVLRQHG

<RX7XEH 6SRWLI \ D QG RW KHU

through crowdsourcing or commercialised

similar services bring in revenues from

through freemium models that have an

advertisements, subscriptions, or some

added-value physical component, such as

FRPELQDWLRQ RI ERWK $UWLVWV DUH SDLG

live concerts, movie theatre experiences,

based on the number of listeners/viewers

speaking engagements, workshops,

WKH\DWWUDFW)LYH\HDUVDJRWKH1HZ<RUN

merchandise and prints which are sold

7LPHV, in response to digital disruption,

at a premium above the basic free

H[SHULPHQWHG ZLWK WKHLU FRQWULEXWRUV·

FRQWHQW $ JRRG H[DPSOH RI WKLV LV

SD\VWUXFWXUH7KH\DVNHGWKHLUZULWHUVLI

WKH KHDY\ PHWDO EDQG ,URQ 0DLGHQ

they would rather be paid by number of

WKDW XVHG %LW7RUUHQW DQDO\WLFV WR

ZRUGV RU QXPEHU RI YLHZV 0DQ\ FKRVH

plot a successful concert tour around

views, but of course it changes the type

the cities where their music was most

of things they were incentivised to

GRZQORDGHG IURP 33 QHWZRUNV

ZULWH DERXW

6XFFHVV WRGD\ LQ PXVLF LV DOVR DERXW

0,7 JLYHV D FRQVLGHUDEOH DPRXQW RI

EURDGHQLQJ DFFHVV $V D VWUHDPLQJ

their content and services away for free

VHUYLFH 6SRWLI\·V YDOXH SURSRVLWLRQ LV

WKURXJK 0DVVLYH 2QOLQH 2SHQ &RXUVHV

built around easy and convenient access

as well as a plethora of other online

to essentially unlimited genres and

UHVRXUFHV :KDW 0,7 VDZ DKHDG RI

TXDQWLWLHV RI PXVLF $UWLVWV EHQHILW E\

the curve, was that the value was not in

the sheer volume going through

the content or the lecture, but in the

6SRWLI\ DQG WKH H[SRVXUH WKH\ JHW DV

discussion and interaction around the

well as opportunities to be discovered

FRQWHQWZKLFKHQKDQFHVWKHXQLYHUVLW\·V

through discussion forums, playlists

bra nd,

and recommendations from the user

OHDGHUVKLS 0,7 LV QRW DORQH LQ

FRPPXQLW\ :KLOH 6SRWLI\ LV QRZKHUH

this endeavour; this has become

near as lucrative as the record labels

com mon

once were, it does provide a mechanism

RI XQLYHUVLWLHV DURXQG WKH ZRUOG

reput at ion

practice

a nd

for

t hou ght

hu nd reds

IRU DUWLVWV WR UHDFK D ODUJH DXGLHQFH

$OOWKHVHH[DPSOHVVKRZWKDWFKDQJH

6SRWLI\ JLYHV WKHP QRW RQO\ VFDOH EXW

LV LQ WKH DLU 7KH\ PD\ EH PXWXDOO\

DOVR SURYLGHV DFFHVV WR QLFKH SRFNHWV

exclusive but collectively they show a

3HRSOH XVH 6SRWLI\ IRU FRQYHQLHQFH

SRWHQWLDOIXWXUHGLUHFWLRQ7KHFRUHSRLQW

DFFHVV DQG WKH FRPPXQLW\ 7UDGLWLRQDO

is, intellectual property is important as

record labels rely on mass consumption

it provides authors and inventors with

and hence communication through

essential recognition and sets the rules

UDGLR DQG WHOHYLVLRQ 6SRWLI\ DQG LWV

RI WKH JDPH 7KH &UHDWLYH &RPPRQV

peers provide a way to democratise

approach does this by creating a legal

music, getting content out there and

framework between the extremes of

reaching the audience, while still

traditional copyrights and the public

JHWWLQJ SDLG IRU LW $QG VRPHWKLQJ

GRPDLQ

like a Creative Commons license

$UWLVWV· PXVLF QHHG QRW EH H[FOXVLYH

Collaborations among
users, government and
private enterprise

but can be available on P2P networks

Creative Commons licencing certainly

RU FRPSHWLQJ VWUHDPLQJ QHWZRUNV

offers a solution for more traditional

SUHYHQWV 6SRWLI\ IURP EHFRPLQJ WRR
GRPLQDQW LQ WKH GLVWULEXWLRQ SURFHVV
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forms of authorship, such as music, images and literature–

and that modified versions are identifiable and distinct from

but what about work that is constantly evolving with multiple

RWKHU YHUVLRQV HJ FKDQJLQJ WKH YHUVLRQ QDPH RU ORJR  ZKLFK

authors, such as software? This may, it has been argued, require

DOORZV IRU WUDGHPDUNV IRU H[DPSOH WR EH SURWHFWHG

D PRUH OLEHUDO ¶FRS\OHIW· VROXWLRQ

7KLV IRUP RI OLFHQFLQJ KDV EHHQ KXJHO\ VXFFHVVIXO ,W

Copyleft licenses are a form of copyright that grew

established a framework for open collaboration and iterative

RXW RI WKH )UHH 6RIWZDUH 0RYHPHQW )60  ZKLFK ZDV ERUQ

LPSURYHPHQW ,QGHHG WKH DUFKLWHFWXUH RI WKH ,QWHUQHW LWVHOI

RXW RI WKH LQLWLDO V KDFNHU FXOWXUH $ PDMRU FRPSRQHQW RI

LV EXLOW RQ IUHH DQG RSHQ VRXUFH WHFKQRORJLHV 7KH PRVW

WKLV ZDV WKH UHMHFWLRQ RI SURSULHWDU\ VRIWZDUH 7KLV FXOPLQDWHG

common type of operating system used for web servers, Linux,

LQ WKH *18 3URMHFW LQ  OHG E\ WKH SLRQHHULQJ ZRUN RI

RULJLQDWHG IURP WKH *18 3URMHFW

5LFKDUG6WDOOPDQIRXQGHURI)60DQGWKH*183XEOLF/LFHQVH

%XW ZRXOG D UHJLPH VXFK DV WKLV ZRUN IRU VRPHWKLQJ

7KH *18 3URMHFW VRXJKW WR GHYHORS DQ DOWHUQDWLYH RSHUDWLQJ

OLNH WKH SKDUPDFHXWLFDO LQGXVWU\" 3HUKDSV EXW QRW \HW

V\VWHP 26  WR 8QL[ WKH OHDGLQJ SURSULHWDU\ 26 DW WKH WLPH

)RRG DQG GUXJ UHJXODWLRQ DVLGH WKH PDLQ GLIIHUHQFH EHWZHHQ

$QRWKHU H[DPSOH LV WKH )UHH 6RIWZDUH OLFHQVH WKDW JLYHV

VRIWZDUH5 'DQGSKDUPDFHXWLFDO5 'LVPRQH\,W·VFKHDSHU

users the freedom to run, copy, distribute, study, change and

WR GHYHORS VRIWZDUH WKDQ LW LV WR GHYHORS GUXJV 7KLV PD\

improve the software—and even sell it—regardless of how they

change over time though, as technological advancement may

REWDLQHGWKHVRIWZDUHWREHJLQZLWK $QLPSRUWDQWFODULÀFDWLRQ

EULQJ GRZQ HYHQ GUXJ GHYHORSPHQW FRVWV



here is that free does not mean free of price, but rather, freedom

In the future, it may be more efficient to compensate

RI XVH &RPPHUFLDOLVLQJ IUHH VRIWZDUH LV IDLU JDPH WKH RQO\

pharmaceutical firms on completing a task to discover and

caveat is that it should comply to the same legal boundaries

develop new things—but for the patent to be open and free

USERS

GOVERNMENT

PRIVATE
ENTERPRISE
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WR XVH ,Q WKLV ZD\ SKDUPDFHXWLFDOV

marginal cost through P2P networks

could compete on public grants or

disintegrates any centralised control of

FRQW UDFWV 6RPH SKD U PDFHXWLFD O

WKHFKDQQHO)RULQVWDQFHDVWHFKQRORJ\

FRPSDQLHV OLNH 3IL]HU DQG *6. DUH

matures, 3D printing will drastically

already starting to put selected patents

UHGXFH WKH EDUULHUV WR SURGXFWLRQ

on drugs that did not make it through

$Q\WKLQJ WKDW FDQ EH ' SULQWHG ZLOO

clinical trials into a public depository

essentially become digital, and so

RU JLYLQJ WKHP WR DFDGHPLD /RRNLQJ

potentially can be shared in the same

further ahead at the escalating costs

ZD\ DV PXVLF 5R\DOWLHV RQ D GLJLWDO ÀOH

of healthcare generally, and drug

are increasingly unlikely, despite the

development specifically, some see a

attempts of many in the industry to

world where drug discovery could

HQIRUFH GLJLWDO ULJKWV

become an increasingly state-led and
state-funded activity with the associated

The new enlightenment

LQWHOOHFWXDOSURSHUW\PDGHDYDLODEOHWRDOO

Reconciling twentieth century capitalism

%HVLGHV EHLQJ DEOH WR LQFHQWLYLVH

with twenty-first century technology

invention and innovation, patents also

ZLOO EHFRPH LQFUHDVLQJO\ GLIILFXOW

SURWHFW WKH SXEOLF E\ DVVLJQLQJ OLDELOLW\

Emerging technologies like the Internet

)RU H[DPSOH FRPSDQLHV FDQ JHW VXHG

RI7KLQJV%LJ'DWD'SULQWLQJJHQHWLF

IRU GHYHORSLQJ GDQJHURXV SURGXFWV

HQJLQHHULQJ $UWLILFLDO ,QWHOOLJHQFH DQG

W hile investment in new product

robotics will allow digitisation, perfect

development has its return, it is not

copying and manipulation of almost

ZLWKRXWOLDELOLW\&RXQWHUIHLWHUVKRZHYHU

DQ\WKLQJ 7KH GLVWLQFWLRQ EHWZHHQ

escape this liability; they are often hard

patent and copyright will blur, as will the

to find and operate outside of a

difference between public and private

OHJDO MXULVGLFWLRQ /HJDO DQG HWKLFDO

JRRGV 0DQ\ SHRSOH VWLOO KDYH D SUH

restrictions clearly do not bother them,

Internet mindset when it comes to

and so alternative models must be

thinking about IP, and might be resistant

explored to protect customers and

to reimagining intellectual property for

VRFLHW\ PRUH EURDGO\ &RXQWHUIHLWHUV

the new economy—whose features include

PXVW EH GLVLQFHQWLYLVHG HFRQRPLFDOO\

rapid change, hyper-competition and
LQIRUPDWLRQ VKDULQJ 0RVW LPSRUWDQWO\ LW

Liabilities and ethics

LVWKHWUDQVLWLRQIURPRZQHUVKLSWRDFFHVV

7LP 2·5HLOO\ SRSXODULVHU RI WKH WHUPV

Erecting barriers to protect us from

¶RSHQVRXUFH· DQG ¶ZHE · RIIHUV DQ

change would be a step backwards, and

interesting and controversial statement

could have repercussions that hinder

on the point of piracy, that is, “piracy is

SURJUHVV ,W LV LQFUHDVLQJO\ EHOLHYHG WKDW

SURJUHVVLYH WD[DWLRQµ 7KH VWDWHPHQW

IP regimes designed to support old-

GUDZV RXU DWWHQWLRQ WR WKRVH ZKR EHQHÀW

school profit and loss statements are

from intellectual property laws, and by

currently based on an incomplete model

KRZ PXFK :KHQ LQWHOOHFWXDO SURSHUW\

RI RXU VRFLRHFRQRPLF V\VWHP $V D

creates barriers, it is those who control

shift forward, many see that Integrated

WKHGLVWULEXWLRQFKDQQHOWKDWSURÀW³RIWHQ

5HSRUWLQJ ZKLFK DFFRXQWV IRU D ILUP·V

disproportionally more than the author

financial, social and environmental

RU FUHDWRU RI WKH ZRUN

impact, goes some way to address

+RZHYHUSHUIHFWGLJLWDOFRSLHVDORQJ

WKLV 7KH )LYH &DSLWDOV PRGHO ZKLFK

with replication and distribution at zero

supports environmental boundaries,

Many people still have a
pre-Internet mindset
when it comes to
thinking about
intellectual property,
and might be resistant
to reimagining IP for
the new economy—
whose features
include rapid change,
hyper-competition
and information.
Most importantly, it
is the transition from
ownership to access.
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FIGURE 2

Source: Forum for the Future, “The Five Capitals”

social conditions and characteristics of the economy, is an even more complete approach
UHIHU WR )LJXUH   $ KROLVWLF OHJDO FRQVWUXFW ZRXOG WKXV EH DEOH WR DFFRXQW IRU WKH
multidimensional value of intellectual property beyond the short-sighted ambitions
RI SURÀW
$V ZLWK DQ\ VLJQLILFDQW FKDQJH WKH MRXUQH\ LV FRPSOH[ DQG WKH ULGH LV RIWHQ
EXPS\ 1HZ PRGHOV DUH XQGHUPLQLQJ WKH WUDGLWLRQDO YLHZV RI ,3 LQ VRPH VHFWRUV DQG
WHVWLQJ WKH ERXQGDULHV RI WUDGLWLRQDO PRGHOV :KHWKHU E\   RU ODWHU
what we can be confident about is that significant change will come within the
21st century–not just around technology but also on how value is created–and with
LW D GLIIHUHQW YLHZ RI ,3 ZLOO HPHUJH 7KLV ZLOO EH OHVV IRFXVHG RQ SURWHFWLRQ DQG
defence against imitation, and will instead support wider and more democratic sharing,
JUHDWHU FROODERUDWLRQ DQG QHZ EXVLQHVV PRGHOV IRFXVHG RQ YDOXH FUHDWLRQ GHÀQHG LQ
D PXFK EURDGHU VHQVH :KLOH VRPH PD\ IHDU WKLV FKDQJH RWKHUV ZLOO HPEUDFH LW
DQG PDQ\ ZLOO VHH WKDW LW ZLOO ERWK HQDEOH DQG UHÁHFW D SRVLWLYH VKLIW IRU WKH UROH RI
WKH ÀUP LQ DQ HYHU PRUH FRQQHFWHG DQG JOREDO VRFLHW\

Tim Jones, PhD.

LV3URJUDPPH'LUHFWRURIWKH)XWXUH$JHQGDJOREDORSHQIRUHVLJKWSURJUDPPH+HLVDOVRDIRXQGHURI
WKH*URZWK$JHQGDQHWZRUNDQGOHDGVWKH,QQRYDWLRQ/HDGHUVUHVHDUFKSURMHFW
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INDUSTRY WATCH

The New

Dragon
Dance
China’s evolving
growth model

Is China moving to a new normal?
By Sarita Mathur

I

n recent years, there have been

and laid the seeds for a strong export-led manufacturing base. Combined with low-cost

concerns about the slowing down of

labour and heavy investment in infrastructure and basic industry, the economy rapidly

the Chinese economy. One question

gained momentum on the strength of a low-cost, low-tech manufacturing sector.

frequently asked by economists, analysts

Between 1980 and 2000, the country averaged an annual growth rate of 9.8 percent.1

and business leaders is whether or not

With China’s subsequent accession to the World Trade Organization in 2001,

China is bracing itself for a hard landing.

exports further propelled growth in manufacturing, bestowing upon the country the

Or is the dragon settling into a new

status of ‘factory of the world’. GDP growth too picked up, averaging 9.9 percent

normal after nearly four decades of

between 1995 and 2011, and peaking at 14.2 percent in 2007, just prior to the

exponential growth?

subprime crisis (refer to Figure 1).
In fact, the growth in manufacturing was nothing short of spectacular. While in

The engine sputters

1980, China was the seventh largest manufacturing nation, by 2011, it had overtaken

At the end of the Marxist era, economic

the U.S. to become the world’s leading manufacturer. Today, China accounts for a

reform and trade liberalisation initiated

quarter of the world’s manufacturing output. Together, with strictly enforced one-child

by Deng Xiaoping in 1978 gave the

and hukou policies, China emerged as a nation with a hardworking, yet unskilled or

Chinese economy the impetus for growth

semi-skilled, workforce.

CHINA'S GDP GROWTH: 1995 TO 2014
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However, China’s investment-led, labour-intensive,
manufacturing-focused growth has recently shown signs of
weakening. Since 2012, the growth rates have been hovering
around 7 percent, and analysts forecast further declines in the
QH[W ÀYH \HDUV
Growth rates by themselves are not so much a cause for
alarm–with an economy the size of US$11 trillion, even
conservative growth estimates of six to six and a half percent

China has to work hard to shrug off
the image of being the world’s
sweatshop—manufacturing low-quality
goods or knock-offs with little heed
to intellectual property, labour laws
and the environment.

mean that China will leave its impression on the global economy.
However, other factors such as rising labour costs, declining

the 21st century, with the impact of the one-child policy felt

productivity (albeit still higher than say, India), overcapacity in

only recently.

manufacturing, obsolete technology and environmental issues

In 1978, wages in China were three percent of those in the

are signs that need to be understood in the light of the evolving

United States.2 However, wages have been rising steadily in

growth model. As the world’s own consciousness grows, China

recent years, eroding company profit margins and resulting

has to work hard to shrug off the image of being the world’s

in Chinese manufacturers losing out to countries offering

sweatshop—manufacturing low-quality goods or knock-offs with

cheaper labour, such as Vietnam and Indonesia. Today, the

little heed to intellectual property (IP), labour laws and

average factory worker in China earns US$27.50 per day,

the environment.

compared to US$8.60 in Indonesia and US$6.70 in Vietnam.3
Meanwhile foreign investors are voting with their feet. In

Shifting gears

2001, Chinese factories produced 40 percent of Nike’s shoes

China today is a nation of two economies, the old and the new.

while Vietnam only produced 13 percent. By 2013, China’s

As it transitions, the old socio-economic structures and policies

share had dropped to 30 percent with Vietnam winning the

that supported the growth model over the past 30 years will need

contracts and raising its share of Nike’s production to

revisiting. New trends are emerging that point to a rebalancing of

42 percent.4

the economy in favour of an innovative, high-end manufacturing

A Boston Consulting Group survey revealed that, in 2012,

and service-oriented economy, one that leverages skilled labour

37 percent of U.S.-based manufacturing companies with annual

and technology with an eye to sustainable development.

sales greater than US$1 billion were, “…planning or actively

For the new paradigm to be realised, policy makers will

considering moving their production facilities from China to

have to make an honest assessment of where the nation is

America.”5 In 2015, Nokia production lines were shut down

faltering, take some bold initiatives to improve the legal and

in Dongguan and moved to Vietnam, with 9,000 workers

regulatory structures, as well as focus on upgrading industry to

retrenched. Japanese electronics majors such as Panasonic, Sharp

allow for a freer flow of labour within the country. China’s

and TDK are also moving their factories back to Japan; while

geopolitical positioning is yet another consideration as global

clothing retailers Gap and H&M have decided to take their

business becomes even more integrated through technology,

business to Myanmar; and Uniqlo and Samsung are actively

and the new growth model will force China to rethink its

looking at India and ASEAN to expand their operations.

trade partnerships.

But while the supply of unskilled labour is diminishing,

Although many steps have already been taken in this

leading to a loss in competitive advantage in the traditional

direction, the question is whether or not China will be successful

manufacturing sectors, China today has a rapidly expanding

in creating a new growth engine and a cleaner global image, and

educated and skilled workforce that is capable and keen to work.

if so, how will it arrive at a new normal?

Between 2000 and 2015, the number of college graduates rose
from one million to seven million and China currently leads the

Demographic dividend–from ‘quantity’
to ‘quality’

world in its annual cohort of science and engineering PhDs–

China’s economic boom relied on an abundant, cheap, unskilled,

VWXGHQWV DUH JRLQJ DEURDG WR JHW WKHLU ÀUVW GHJUHH

30,000 in 2015 (refer to Figure 2). 6 And more Chinese

yet productive labour force, and a low dependency ratio resulting

China’s new demographic dividend is based on quality, not

from a young population. High fertility rates in the 1960s

quantity. And industry is reinforcing this trend. As the nation weans

and 1970s provided a vast pool of labour well through to

itself from the reliance on traditional manufacturing, new jobs

Vol.3/Asian Management Insights
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business models to forge ahead as

services sector is poised to become the

From ‘innovation sponge’
to ‘global innovation
leader’

main driver of economic growth and

China today invests US$200 billion

technical innovation, but Chinese

employment in the near future, and it will

annually in R&D, more than any

companies have certainly learnt to

need a well-educated, globally-aware,

other nation in the world.7 A total of

innovate on the factory floor. The

management-savvy workforce. Sub-

4,854 million new start-ups were

‘innovation sponge’ has undoubtedly

sectors such as transportation and

registered between March 2014 and

created several global leaders like

logistics, and wholesale and retail

May 2015, averaging seven companies

Alibaba, Baidu and Tencent. While

trade are already leading the way.

per minute! 8 Half of these were

these companies may have taken their

Labour mobility is a key factor in

technology companies. Understandably,

business ideas and innovations from

developing an efficient and motivated

not all will turn into multi-million

the West, they have however judiciously

labour force, and China’s current hukou

dollar businesses and it is a fact that

adapted their business models to fit

system needs to be revisited to facilitate

most will perish within the first

their customers’ needs, as Alibaba did

freer movement of workers and faster

12 months. However, the trend is clear:

when it promised 24-hour deliveries

urbanisation. The social benefits of

the Chinese are no longer waiting to

to its customers in any part of China.

the hukou presently do not extend

mimic western businesses, but are

Many of these companies have also

to migrants, and this has strongly

becoming entrepreneurial themselves,

proven to be more successful than their

disincentivised rural-urban migration.

and developing new technologies and

western counterparts.

will be created, complementing hightech industries. The rapidly expanding

innovation leaders.
Silicon Valley may be better at

With the exception of major cities
like Beijing, Shanghai, Guangzhou
and Shenzhen, the next tier of cities is
unable to provide opportunities for the
new crop of graduates. Seamless
movement of labour would thus be
an important step in facilitating the
establishment of the new growth model.

China today invests US$200 billion annually in R&D,
more than any other nation in the world. A total of
4,854 million new start-ups were registered between
March 2014 and May 2015, averaging seven
companies per minute.

30

The strength of Chinese companies is further evidenced by the fact that now, more

So what does this mean for MNCs

and more venture capital exits are via mergers and acquisitions, while ten years ago, the

operating in China? In some ways, if

only way to cash out from an investment in a Chinese start-up was to wait for it to go

the goals of the plan are achieved, China

public on an international stock exchange.

will come in direct competition with

Although IP fraud continues to be a concern for MNCs operating in China, Chinese

advanced manufacturing nations like

companies are becoming much more IP conscious because their own innovations are at

the U.S., Germany and Japan. And

VWDNH $ WRWDO RI  SDWHQW DSSOLFDWLRQV ZHUH ÀOHG LQ 9 And if the industry

given the growing interdependence of

itself has become more conscientious, then regulations can’t be far behind.

global production and consumption,
all economies will likely benefit from

From ‘Made in China’ to ‘Made by China’

the ability to collaborate digitally with

,Q WKH V DQG V PRVW IDFWRULHV VHW XS LQ &KLQD ZHUH RZQHG E\ ÀUPV IURP

Chinese manufacturers. It will also lead

Taiwan or western countries. But now, China is looking to design its own products

to greater business transparency and

rather than manufacturing for someone else.10 Kirk Yang of Barclay’s bank articulates

high-quality production at lower costs.

this new trend as moving from ‘Made in China’ to ‘Made by China’.

11

will help the nation move up the global value chain. In May 2015, premier Li Keqiang

From ‘supply-led’ to
‘demand-led’ growth

unveiled ‘Made in China 2025’, a ten-year national plan to transform China from a

A key challenge in China today is

manufacturing giant to an innovative global manufacturing power. The plan, inspired

excess capacity, an outcome of its

by Germany’s 2011 ‘Industry 4.0’ initiative but much broader in scope, aims for a

long-standing investment-led growth

comprehensive upgrade in the quality, productivity and digitisation of Chinese

model. This took a particularly ominous

manufacturing. It also calls for a strengthening of IP protection and building a strong

stance after the 2008 global financial

national image and national brand recognition. Early signs are already visible. According

crisis, when the government doled out a

to a report by the Asian Development Bank, between 2000 and 2014, China’s share

¥4 trillion (US$586 billion) economic

in Asia’s exports of high-tech products exceeded that of Japan–while China’s share

stimulus plan, which saw its way primarily

rose from 9.4 percent to 25.5 percent, Japan’s cascaded down from 25.5 percent to

into fixed assets and construction.

7.7 percent (refer to Figure 3).

Combined with flagging international

7R VHFXUH WKLV VLJQLÀFDQW PRYH &KLQD KDV WR WDS LQWR QHZ VRXUFHV RI JURZWK WKDW

12

SHARE IN ASIA'S HIGH-TECH EXPORTS: 2000 TO 2014
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demand for exports and falling domestic demand for real

accounted for almost 16 percent of retail sales in China,

estate, average capacity utilisation nosedived from 80 percent

compared to the U.S., which spent US$347.3 billion,

pre-crisis to 60 percent in 2011. 13 The steel industry has

accounting for just 7 percent of its total retail sales in 2015.

been particularly badly hit, causing factories to shut down and
retrench workers.

Companies are leveraging web technologies for more
than just selling their wares. Xiaomi, the low-cost smartphone

Policy makers must balance cutting capacity while

manufacturer, is relying on crowdsourcing to gain customer

maintaining growth. The solution lies in boosting demand,

feedback, which in turn is fed into the company’s product

and taking a leaf from lessons learnt from western companies

development. Similarly, car manufacturers are leveraging

that have often faced disappointments in their attempts to ‘go

web-based collaborative tools to cut costs, reduce design times

global’, Chinese companies have prudently invested their time

and mitigate political risks.

and resources in first understanding and catering to its

Reinvigorating the Silk Road

LQFUHDVLQJO\ DIÁXHQW GRPHVWLF PDUNHW
Chinese tech entrepreneurs, in particular, need not look

However, despite its robust home market, Chinese companies

beyond the border to achieve scale and grow their businesses.

cannot afford to turn their attention away from the opportunities

By June 2015, China’s Internet penetration had reached

of international trade and foreign investment. Together with

48.8 percent, with 668 million users. Mobile netizens accounted

manufacturing, trade has been a key pillar of China’s growth.

for almost 89 percent of the total netizen population, with

In 2014, exports accounted for 22.6 percent of GDP while

28 percent of Chinese Internet users located in rural areas.

imports accounted for 18.9 percent of GDP.16 Over the years,

Mobile payments, mobile shopping and mobile travel bookings

China has negotiated bilateral trading positions with many

have witnessed phenomenal volume growth in the last year

nations, including Chile, Pakistan, New Zealand, Singapore,

or so (refer to Figure 4).14

Peru, Costa Rica, Iceland, Switzerland, South Korea and

Consumer-oriented Internet growth has already created

Australia. In addition, codes of trading have been established

a thriving e-commerce industry in China. Alibaba’s revenues

between China and ASEAN member nations, and China is

from Singles Day, for example, touched US$14.3 billion in

also showing active interest in the negotiation of the Regional

2015, compared to US$6 billion the year before.15 With a

Comprehensive Economic Partnership (RCEP) within the

total e-commerce spend of US$672 billion, online sales

ASEAN+6 framework, which includes ASEAN, Australia,

MOBILE GROWTH IN CHINA (JAN-JUN 2015)
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China, India, Japan, New Zealand and

the immediate to short term, China

South Korea.

has consciously chosen not to join the

17

With the growing number of trading

733 DV LW ZLOO ÀQG LW GLIÀFXOW WR FRPSO\

blocs the world over, China is looking

with some of rules of the treaty. Chief

to reinvigorate the original Silk Road

among these are those related to

by developing multilateral relationships

human rights, the environment, IP

that go beyond trade in goods and services.

protection and regulatory and legal

Chinese foreign policy initiatives, such as

frameworks. For instance, the investor-

the Asian Infrastructure Investment Bank

state dispute settlement (ISDS) clause

(AIIB), the BRICS bank and the One

of the TPP gives foreign companies the

Belt, One Road (OBOR) plan, support

right to international arbitration and

private investment projects outside

opportunity of a fair trial in the event

China. Involving over 60 nations, OBOR

of a dispute with a local government.

is geographically the most expansive,

Currently, the corporate laws in China

stretching along the historical Silk Route

make it difficult to accept these terms.

from China to Central Asia on the one

However, over the longer time period,

hand, and a maritime road via Southeast

ZHPD\ÀQG&KLQDWDNLQJFRQVFLRXVVWHSV

Asia into South Asia, Africa and Europe

towards strengthening its regulatory and

on the other. The grouping represents

governance systems.

countries which together account for a

David Dollar of the Brookings

third of the world’s total economy and

Institution argues that initiatives such as

more than half the global population.

OBOR and the TPP are complementary,

Some opine that the AIIB and

not substitutable, “The kind of

OBOR initiatives are a response to

infrastructure financed by the Chinese

the Trans-Pacific Partnership (TPP), a

initiatives [like AIIB and OBOR] is the

trade agreement among 12 Pacific Rim

“hardware” of trade and investment,

countries spearheaded by the U.S., and

necessary but not sufficient to deepen

that China is following an aggressive

integration. TPP, on the other hand,

policy of forging bilateral and regional

represents the “software” of integration,

trade agreements to counter the trade

reducing trade barriers, opening up

impact of the TPP. The reasons though

services for trade and investment,

are probably both economic and

and harmonizing various regulatory

geopolitical, the two being intrinsically

barriers to trade.”18

related. China certainly has a lot to gain

access–yet, so far, it has shown no

Settling into a new
normal: from ‘growth’
to ‘development’

inclination to join the TPP.

A new development model is now

from joining the TPP in terms of tariff
reduction and preferential market

Will China lose out by not joining

emerging in China that focuses more on

the TPP? The answer depends on the

the quality of growth, taking into account

time horizon under consideration. In

the nation’s changing demographics,

China’s industry is
gravitating toward
skill-based, technologyintensive, high-end
manufacturing that
is socially conscious
and globally integrated.

Vol.3/Asian Management Insights

technological progress, social and

them as antagonistic, China should use its strong trading position to build upon its

environmental consciousness, and

existing bilateral and multilateral trade relationships such that all participating nations

geopolitical trade relationships. China’s

are able to gain from the benefits of free trade and the seamless movement of

industry is gravitating towards skill-

labour and capital.

based, technology-intensive, high-end

$QG ÀQDOO\ SROLF\ PDNHUV PXVW DFNQRZOHGJH WKDW WKH QHZ RUGHU FDQ VXUYLYH RQO\

manufacturing that is socially conscious

if it is backed by a strong legal and regulatory architecture that supports the

and globally integrated. Stakeholders

development track.

should not only watch this space but be
prepared to seize the opportunities within.

A lot is at stake. The world is watching with trepidation, as the dragon is poised
for its new dance.

China’s traditional manufacturers
need to adapt their products and
processes to leverage the new skills and
technologies that have become available.
This will help them make better use
of available resources, improve factor
productivity, and move their product
offerings higher up the value chain.
Innovation is the new, most valuable
factor of production today. China’s
entrepreneurs are blazing new trails
not only in tech innovation but also in
breakthrough business models, where
they are showing the world better ways
of making and selling.
The aging yet better-educated
workforce will look for opportunities
that are concomitant with their skills and
qualifications in China and abroad, as
well as add to the global consumer
base that has deep pockets and
demands quality and service. MNCs
investing and operating in China can
also benefit from this trend if they
acquiesce to the economic laws of
comparative advantage and see the
country’s industrial upgrade as an
opportunity to collaborate rather than
a threat to their national industries.
Regional trading blocs seem to
be creating borders around otherwise
borderless markets. Rather than see

Sarita Mathur

is the Deputy Editor of Asian Management Insights and a senior case writer at the Centre for
Management Practice, Singapore Management University
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7KH7UDQV3DFLÀF
Partnership and Vietnam

Opening up a bold new world for
Vietnam’s trade and industry may
not be so easy.
By Duong Nhu Hung and Tran Quang Dang

V

ietnam began its journey towards

to increase its access to these markets

economic reform in 1986 when the

DVZHOODVEHQHÀWIURPWKHVHDPOHVVÁRZ

government initiated the Doi Moi policy

of trade and investments across the

with the intent of establishing a socialist-

12 nation states. On the f lip side,

market oriented economy. Since then,

Vietnam will be subject to extraordinary

the country has engaged in 15 free trade

competitive pressures and policy reform

agreements (most of them bilateral)

measures—even more so than when

along with numerous policy changes that

it joined the World Trade Organization

have led to the gradual opening up of

(WTO) in 2007, or in its preparations

the economy. The results are evident:

for 2018 when the ASEA N Free

Vietnam’s trade increased ten-fold from

Trade Agreement is scheduled to

US$30 billion in 2000 to almost

remove all import duties for the ten

US$300 billion in 2014. The fact that

members in the Southeast Asian bloc.

Vietnam moved up from a ranking of

Compliance with WTO membership is

148 to 131 on the Index of Economic

more achievable than meeting the

Freedom in just one year (between 2015

obligations set by either the ASEAN

and 2016) illustrates that the nation is

agreement or the TPP, despite the

poised to push further up the economic

WTO being a much larger, complex

liberalisation ladder. Yet, the climb will

group of countries.

1

not be easy.

In this article, we discuss the

7KH7UDQV3DFLÀF3DUWQHUVKLS 733 

potential opportunities and challenges

DWUDGHDJUHHPHQWDPRQJ3DFLÀF5LP

posed by the TPP for Vietnamese industry

countries—Australia, Brunei Darussalam,

and business.

Canada, Chile, Japan, Malaysia, Mexico,
U.S. and Vietnam—is Vietnam’s most

Free trade: Does everyone
benefit?

ambitious free trade deal to date.

,Q'DYLG5LFDUGRÀUVWSURSRXQGHG

Collectively, TPP member countries

the Theory of Comparative Advantage

represent 40 percent of global GDP

and explained why a country can

and one-third of global trade; and their

benefit from trade even when its

combined population of 800 million

labour productivity is higher for all

makes the TPP the largest regional trade

goods produced (that is, it has a higher

agreement to date.2

absolute advantage) than that of other

New Zealand, Peru, Singapore, the

Should it come into effect, the TPP

countries. Admittedly, we don’t operate in

will offer a huge opportunity for Vietnam

perfect markets that offer perfect solutions

Compliance with
WTO membership is
more achievable than
meeting the obligations
set by either the ASEAN
agreement or the TPP.

36

As the member with the lowest labour cost among
TPP countries, Vietnam can potentially attract a lot
of foreign investment.

vastly different levels of development
and types of government. The contrast
between the U.S., Japan and Australia
on the one side, and Brunei, Peru,
Malaysia or Vietnam on the other, is a

IURP HFRQRPLF WKHRU\ +RZHYHU WKH EHQHÀWV RI IUHH WUDGH KDYH EHHQ LOOXVWUDWHG WLPH

case in point.

and again, by researchers, policy makers, and multilateral aid organisations. For
instance, according to one study by the International Monetary Fund, a one percent increase

COMPETITION

in a country’s trade openness (measured as merchandise trade as a share of GDP) can

Under the TPP, tariffs on most goods

result in an increase in GDP per capita in the range of 0.7 to 1.2 percent.

and services will be reduced (in the case

3

With a ratio of trade to GDP of 161 percent, the fifth highest in the world in

of Singapore, tariffs on goods will be

2014, 9LHWQDP·VHFRQRP\KDVDOUHDG\UHDSHGDORWRIEHQHÀWIURPWUDGHOLEHUDOLVDWLRQ

completely removed), and Vietnam’s

(refer to Figure 1). The country’s per capita GDP has increased from US$239.4 in 1985

market will be gradually opened to

(pre-Doi Moi) to US$2,052.3 in 2014. For the past 15 years, its annual GDP growth

foreign competition. Since the TPP

has hovered between 5.5 and 7.5 percent.6 Taking into account purchasing power

contains member countries that are

parity, Vietnam’s GNI per capita has more than doubled between 2001 and 2014, from

home to powerful MNCs, Vietnamese

US$2,220 to US$5,350.7

firms will find themselves exposed to

4

5

,W LV KRSHG WKDW 9LHWQDP ZLOO JHW HYHQ PRUH EHQHÀWV LI WKH 733 DJUHHPHQW FRPHV

competition they had never encountered

into effect. Overall, improved trade and investment will result in higher economic

EHIRUH$6($1EDVHGÀUPVZLWKSHUKDSV

growth. As the member with the lowest labour cost among TPP countries, Vietnam can

the exception of a few Singaporean

potentially attract a lot of foreign investment. With MNCs setting up manufacturing

companies, do not have the same level

operations in Vietnam, consumers will also have better access to cheaper high-quality

of global competency as large American

branded products.

DQG -DSDQHVH ÀUPV 7KLV LV D IULJKWHQLQJ

Nonetheless, there are several factors that make the TPP particularly challenging

SURVSHFW IRU PDQ\ 9LHWQDPHVH ÀUPV DQG

IRU 9LHWQDP 7KH ÀUVW RI FRXUVH LV WKDW WKH DJUHHPHQW LV DPRQJ  FRXQWULHV ZLWK

small business owners, particularly in
the animal husbandry and agricultural
sectors, whose scales of operation and

TRADE OPENNESS (MERCHANDISE TRADE AS
A PERCENTAGE OF GDP)

automation levels are much lower than
those of their peers in North America,
Australia and New Zealand. And
competition will only grow as more

%

countries join the TPP. For example,

400

Thailand and South Korea have already

386.6

signalled their intent and interest to apply

350

for TPP membership in the near future.

300

5HJDUGOHVV WKH 733 RIIHUV JUHDW
opportunity for Vietnamese companies.

252.1

250

It will provide access to lucrative foreign

200
173.1

168.1

150

161

markets, even though entering these
markets will require greater managerial
skills and investments in human capital

100

and technology to make higher quality

50

low-cost products.

0
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VIETNAM

CAPITAL FLOWS
Foreign investment will also flow

FIGURE 1

Source: The World Bank

unhindered under the TPP. This is
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another key aspect where the TPP differs
from the WTO and ASEAN structures.
When the TPP goes into effect, Vietnamese
firms will gain access to credit from
IRUHLJQ EDQNV DQG ÀQDQFLDO LQVWLWXWLRQV
+RZHYHU IRUHLJQ ÀUPV ZLOO DOVR KDYH WKH
opportunity to invest in local companies,
including banks. Thus, although there
will be enormous financial benefit for

Once the TPP goes into
effect, Vietnam must
openly disclose policy
information to investors.
This will be a significant
culture change for
policy makers.

Vietnam, it will however expose the

both India and Vietnam are currently
reverse engineered, which is in violation
of the TPP IP regime. If Vietnam is
found to be peddling these drugs, the
country could face punitive action, such
as fines and trade sanctions, from TPP
member countries.
IP infringement has been a problem
for Vietnam in the past, especially in
terms of counterfeit trafficking with

country to the global financial system,

to ‘business as usual’. This will be a

China. However, the government has

and increase its vulnerability to higher

VLJQLÀFDQWWUDQVIRUPDWLRQIRU9LHWQDPHVH

begun cracking down on IP violations

risk of capital flight in the event of an

companies, and will materially add to

and enforcing penalties. This can include

economic downturn.

the complexity of business operations,

up to ten years in prison for severe

especially with regard to cross-border

infractions, such as trafficking, but

REGULATORY COMPLIANCE

input protocols involved in entrepôt

can also include more minor forms of

Vietnamese firms must comply with a

trade.

FULPLQDOSURVHFXWLRQDQGÀQHV

number of international trade norms

For example, if a Vietnamese

and standards relating to intellectual

company imports a production input

BUDGETARY IMPACT

property, labour and the environment

from a company in ASEAN that is not

Once businesses are compliant with

in order to participate in the reduced

a member of the TPP, say yarn from

the TPP regime, they will be able to take

tariff schedule of the TPP. This includes

Indonesia, and then uses that yarn to

part in the new tariff structure. While this

compliance with criteria set by the World

produce T-shirts that are sold in Canada,

applies to both importers and exporters,

Intellectual Property Organization

then those T-shirts would not qualify

Vietnam exporters will gain more than

and adherence to child labour and

for the TPP tariff schedule. To be

the importers. For instance, in 2014,

workers’ rights laws, as well as certain

included in the tariff schedule, a product

Vietnamese exports were subject to

guidelines on environmental pollution.

must be completely sourced from, and

US$2.6 billion in tariffs compared to

There are two key challenges here.

manufactured in, TPP member countries.

only US$892 million levied on the

The first is regulatory reform at the

This is, in part, beneficial for Vietnam

country’s imports. At zero tariffs, this

government level, which requires political

because it can better compete on price

amounts to an immediate US$1.7 billion

resolve and will be a major force for

against other low-cost manufacturing

in tax savings, which is equivalent to

pushing economic reform. Currently,

countries like China (which has not

0.91 percent of Vietnam’s GDP. If the

Vietnam maintains strict laws on

signalled its intention to join the TPP

tariff rate is gradually reduced, the

information disclosure in the name of

so far).

country can expect to see a net total tax

national security, meaning that the

But there are downsides to the

government’s policies are still quite

input protocols too. Take the example of

opaque. Once the TPP goes into effect,

pharmaceuticals. Presently, Vietnam is

Of course, this also means that

Vietnam must openly disclose policy

able to supply cheap drugs by

the Vietnamese government will be

information to investors. This will

manufacturing generics or importing

collecting less in tariffs. Currently, the

be a significant culture change for

such drugs from India. However, if

government earns 9.4 percent of its

policymakers.

these drugs are in violation of the

revenue from tariffs. However, imports

savings of 4.5 percent of GDP over the
next 10 years.8

The second is industry compliance—

intellectual property (IP) rights of TPP

from TPP member countries only

which is the more difficult challenge—

member countries, then Vietnam will

constitute 2.7 percent of total revenue,

as it will require educating the businesses

no longer be allowed to sell generics,

which the government will likely offset

and bringing about cultural and

thereby substantially increasing the

with increased consumption tax on

organisational change across a large

cost of pharmaceuticals. This is a big

products like tobacco, alcohol, gasoline

number of players that are accustomed

issue since many generic drugs from

and automobiles.
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Rebalancing trade partners

importer of US$16.4 billion in capital goods, US$13.6 billion in

The trade weight of Vietnam’s trading partners will also be

intermediate goods, and US$2.5 billion in consumer goods (refer

impacted by the TPP. Today, China is Vietnam’s largest trading

to Figure 2). For example, Vietnam exporters use intermediate

partner, accounting for 30 percent of total imports into Vietnam

goods like fabrics from China as an input for the local textile

and 10 percent of Vietnamese exports. While trade between

industry, and export ready-made garments to other countries.

Vietnam and China accounts for 20 percent of Vietnam’s total

Our further investigation reveals that while Chinese imports

trade, it adds up to a mere two percent of China’s total trade. This

are able to easily penetrate the Vietnamese market, Vietnamese

creates an issue of economic security for Vietnam—if there are

exports struggle to establish a footprint in China, despite lower

any disruptions to trade due to the territorial disputes in the

tariffs. In 2014, Vietnam exported only US$3.3 billion of

South China Sea, for example, Vietnam’s economy will suffer

consumer goods to China compared to US$32 billion to the

disproportionately more from the setback.

TPP countries, even though the average tax rate is 5.71 percent

In addition to an unfavourable trade balance, the trade

in China compared to 7.36 percent in the TPP countries. China

structure also puts Vietnam at a disadvantage. Most of

enjoys favourable access to the ASEAN markets in general and

Vietnam’s exports to China are low value-added products

Vietnam, in particular, because of the ASEAN-China Free Trade

(raw materials like crude oil, rice, shrimp, and cashew) while its

Area agreement, which is one of the main reasons for Vietnam’s

imports from China consist of higher value-added products such

high trade deficit of US$28.4 billion (in 2014) with China.

as intermediate and capital goods. In 2014, Vietnam was a net

Vietnamese exports to China face direct competition with

exporter of US$4 billion in raw materials to China, but a net

comparable products produced in China itself, which have the

VIETNAM’S TRADE PARTNERS IN 2014 (US$ BILLION)

Partner

Trade
Flow

Raw
Materials

Intermediate
Goods

Consumer
Goods

Capital
Goods

Total

% Total Exports
(Imports)

WORLD

Export

23.74

19.72

60.81

44.52

148.80

100%
100%

ASEAN

CHINA

EU27

Import

11.85

54.38

25.86

53.77

145.86

Net Export

11.88

(34.66)

34.96

(9.25)

2.93

Export

3.18

5.04

5.14

5.61

18.98

13%
15%

Import

1.68

6.91

7.24

6.70

22.54

Net Export

1.50

(1.87)

(2.10)

(1.09)

(3.56)

Export

4.59

3.25

3.28

3.74

14.87

10%

Import

0.55

16.82

5.80

20.13

43.30

30%

Net Export

4.04

(13.57)

(2.52)

(16.38)

(28.43)

Export

3.17

1.10

11.78

11.80

27.85

19%

Import

0.48

2.50

2.40

3.39

8.76

6%

Net Export
TPP

OTHERS

2.69

(1.40)

9.39

8.41

19.09

Export

10.24

4.79

32.09

11.09

58.21

39%

Import

4.03

9.85

7.31

12.23

33.43

23%

Net Export

6.21

(5.06)

24.78

(1.15)

24.78

Export

4.57

6.50

10.20

14.48

35.75

24%
33%

Import
Net Export
FIGURE 2

5.37

20.69

7.40

15.22

48.69

(0.80)

(14.19)

2.80

(0.75)

(12.94)

Source: UN Comtrade, International Trade Statistics Database
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DGYDQWDJHRIVFDOH)XUWKHUPRUHRQO\ÀYH

sales to the American, Malaysian, and

out of Vietnam’s top 20 export products

Canadian markets.

could penetrate the Chinese market

Some local industries will also

compared to 14 that could penetrate well

have the opportunity to turn around

into the TPP markets.

their competitive positions if they can

If the TPP comes into effect, imports

leverage Vietnam’s low labour costs.

from China will be impacted on two

For instance, the car manufacturing

OHYHOVÀUVWWKHJRRGVLPSRUWHGIURP733

industry in Vietnam had traditionally

countries will become more affordable

found it difficult to attract foreign

for Vietnamese consumers; and second,

investments, and is deemed to be in a

Vietnam producers are more likely to

disadvantageous position when Vietnam

replace intermediate goods from China

eliminates automobile tariffs for the

with those from TPP markets.

A SE A N countries starting 2018.

The TPP also gives Vietnam the

However, if car manufacturers in

opportunity to diversify its portfolio of

Vietnam successfully take advantage of

trading partners and enter into potentially

having the lowest labour costs among

PRUH OXFUDWLYH PDUNHWV 7KH WUDGH ÁRZV

the TPP countries, they will be able to

are more advantageous with exports from

at t ract

Vietnam to TPP countries accounting

become production bases to export to

for 39 percent of Vietnamese exports,

other countries in Asia, or even other

while imports from TPP countries to

TPP countries.

foreig n

investments

a nd

Vietnam formed only 23 percent of

MNCs will be the biggest winners

Vietnam’s total imports. In addition,

because they will benefit from tax

Vietnam maintains a net export position

savings on the sides of both imports

with the TPP in both consumer and

and exports. It is obvious that the

capital goods, industries that are large

TPP agreement will help these global

employers in Vietnam. This rebalancing

distributors save tax and increase sales

is supported by Vietnam’s comparative

and profits on the products imported

advantage in the production of textiles,

from the TPP countries to Vietnam.

shoes, suitcases, and seafood–all of

However, they will also capture most of

which have high penetration into TPP

the tax savings from the products

member countries but do not do well

exported from Vietnam to the other

in China and most ASEAN countries.

TPP countries.

Vietnamese exporters of these products

Vietnamese manufacturers will

will gain the most by selling to the

FHUWDLQO\ EHQHÀW LQ WHUPV RI H[SDQGLQJ

U.S., Malaysia and Canada.

sales volumes; however, whether the
MNCs will pass on the tax savings to

So, who will benefit?

Vietnamese manufacturers depends on

Producers of consumer and capital goods,

the negotiation between the two parties.

particularly from Singapore, Japan and the

It is highly unlikely that Vietnamese

U.S., will certainly receive more orders

manufacturers will be able to negotiate

IURP9LHWQDPZKHQWDULIIVDUHVLJQLÀFDQWO\

D VLJQLÀFDQWO\ IDYRXUDEOH SULFH PDLQO\

reduced on gasoline, machine and

because of fierce competition among

equipment, cars, poultry, milk, wine and

Vietnamese firms. Some Vietnamese

tobacco. Similarly, Vietnamese producers

businesses will receive a windfall of

of textiles, shoes, suitcases, rice, seafood,

orders, but order prices are unlikely to

rubbers, etc. will witness a jump in

increase significantly and workers will

40

likely not experience much, if any, change in their standard of living. Vietnam needs
to avoid the trap of being seen only as a labour-abundant country that produces lowquality, cheap products. It must use its preferential relations with TPP countries as
a means of climbing up the value chain.

No gain without pain
Of the 12 countries signing the TPP, Vietnam is perhaps the most profoundly
impacted. There are both positive and negative aspects to any free trade deal, with
some winners and some losers, but what matters most is the net effect on the welfare of
society as a whole, and that of the average Vietnamese.
If Vietnam is to become more internationally competitive and enjoy a higher
standard of living, like Japan or South Korea, then the country must commit to
substantial change at both the government and business levels in order to adapt to the
new environment. The rewards are high and there is a strong willingness among the
people of Vietnam to step up to these challenges.
7KHFRXQWU\KDVFHUWDLQO\DOUHDG\RYHUFRPHPXFKJUDYHUDQGPRUHGLIÀFXOWFKDOOHQJHV
in the last 40 years. Yet there is still scope for Vietnam to improve its governance
and economy, and in that respect, the TPP should be examined in the context of
Vietnam’s history of reform. This will no doubt be a rocky transition.
But consider the alternative of not joining, which is also a risk; the risk of
maintaining the status quo. The TPP represents an opportunity to drive Vietnam
forward and position itself for longer-term growth. By entering the TPP, Vietnam
will be forced to become more competitive, which in turn (hopefully) will lead to
greater economic, social and regulatory reform. It will have to be a delicately
balanced transition, and smart investments will be needed to guide the country
towards greater prosperity. Cautious optimism is needed.

Duong Nhu Hung

is Vice Rector of the University of Economics and Law, Vietnam National University - Ho Chi Minh City
(VNU-HCM)

Tran Quang Dang
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INDUSTRY WATCH

The new face of

business
model
innovation

Are Chinese Internet
companies eclipsing
American inventiveness?
By George Hylden

C

hinese business models are often described as western

WUDQVSODQWVWKDWLQQRYDWHRUDGDSWWRÀWWKHLUORFDOPDUNHWZKHUHDV
western innovativeness is typically seen as being more inventive.
But is this actually the case? A comparative analysis of pioneer
,QWHUQHW EXVLQHVV PRGHOV LQ WKH 86 ZLWK WKRVH LQ &KLQD DV
WKH IROORZHU PDUNHW UHYHDOV V\VWHPDWLF GLIIHUHQFHV LQ ERWK WKH
incidence and type of business model innovation. Adopting an
LQYHQWLYHYHUVXVDFRS\SDVWHDQGDGDSWDSSURDFKIRUH[DPSOHFDQ
have a strong impact on corporate performance.
0HDQZKLOHLWLVDOVRZRUWKZKLOHWRDVNZKHWKHUWKHLQYHQWLYH
DSSURDFKKDVZRUNHGZHOOLQWKHKRPHPDUNHWVZKHUHLWRULJLQDWHG
Consider the disappointing financial performance of U.S.
,QWHUQHWSLRQHHUV$PD]RQ<DKRRDQG)DFHERRN1RWRQO\KDYH
WKHLURYHUDOOEXVLQHVVVWUDWHJLHVEHHQFDOOHGLQWRTXHVWLRQEXWWKHLU
respective business models too have come under intense scrutiny
IURP PDQDJHUV DQG LQYHVWRUV DOLNH /RQJWHUP FRQVLGHUDWLRQV
VXFK DV VWUDWHJLHV DLPHG DW JDLQLQJ PDUNHW VKDUH RU VKRUWWHUP
RSHUDWLRQDOÀ[HVOLNHHODERUDWHFRVWFXWWLQJVFKHPHVKDYHVRIDU
yielded little in the way of desired financial profitability.
The well-documented success of Chinese Internet giants
$OLEDED %DLGX DQG 7HQFHQW RQ WKH RWKHU KDQG LQGLFDWHV WKDW
WKHSHUIRUPDQFHRI,QWHUQHWEXVLQHVVPRGHOVFDQEHH[FHHGLQJO\
OXFUDWLYH IDU EH\RQG ZKDW $PHULFDQ QDUUDWLYHV SRUWUD\ ,Q IDFW
Chinese companies have succeeded in what their U.S. counterparts
have failed to achieve—systematically seizing upon business
model innovation to turn value-added propositions into
SURÀWDEOHEXVLQHVVHV

Resolving the performance paradox
&RQWUDU\WRH[SHFWDWLRQ,QWHUQHWFRPSDQLHVLQ&KLQDWKHIROORZHU
PDUNHW H[KLELW ERWK D KLJKHU LQFLGHQFH DQG D VXSHULRU W\SH RI
business model innovation that translates into superior performance
DVFRPSDUHGWRWKHLUFRXQWHUSDUWVLQWKHSLRQHHU,QWHUQHWPDUNHW
LQ WKH 86 DQG WKH :HVW LQ JHQHUDO DV DQ H[WHQVLRQ RI WKDW

44

PDUNHW ,W LV IRUJLYDEOH WR WKLQN WKDW D ÀUVWPRYHU DGYDQWDJH LQ D SLRQHHU PDUNHW ZRXOG
UHVXOWLQJUHDWHUÀQDQFLDOVXFFHVVEXWDFORVHUH[DPLQDWLRQ RI WKH FRPSDQLHV HPHUJLQJ
LQ WKH IROORZHU PDUNHW UHYHDOV WKH XQGHUO\LQJ ORJLF EHKLQG VXFFHVVIXO EXVLQHVV
model innovation that is ‘Made in China’.
(PSLULFDO HYLGHQFH VXJJHVWV WKDW WKH :HVW ODUJHO\ UHOLHV RQ EXVLQHVV PRGHO
LQYHQWLRQ WKURXJK WHFKQRORJ\ OHDGHUVKLS &KLQD LQ FRQWUDVW LV SUHGRPLQDQWO\
FKDUDFWHULVHG E\ EXVLQHVV PRGHO LQQRYDWLRQ ZKLFK LV DFKLHYHG WKURXJK LQWHJUDWHG
solutions platforms. This may imply that technology leadership and business model
invention are secondary to business model innovation and integrated solutions when
LWFRPHVWRUHDOLVLQJÀQDQFLDOSURÀWDELOLW\
7R LOOXVWUDWH WKLV SRLQW , ORRN DW $PHULFDQ DQG &KLQHVH FRPSDQLHV LQ WKUHH
PDUNHW VHJPHQWV RQOLQH VDOHV SODWIRUPV RQOLQH VHDUFK HQJLQH DQG LQIRUPDWLRQ VHUYLFH
SODWIRUPV DQG RQOLQH VRFLDO PHGLD DQG FRPPXQLFDWLRQV SODWIRUPV ,Q HDFK VHJPHQW
I compare and contrast the business models and performance in the pioneer and the
IROORZHUPDUNHW7KHVWRULHVRI&KLQD·VRQOLQHJLDQWV—$OLEDED%DLGXDQG7HQFHQW—in
WKHLU UHVSHFWLYH PDUNHW VHJPHQWV VKRZ KRZ HDFK RI WKHVH FRPSDQLHV KDYH XVHG
EXVLQHVV PRGHO LQQRYDWLRQ LQ WKH IROORZHU PDUNHW $OLEDED IRU LQVWDQFH LV DQ H[DPSOH
of cementing D ILUVWPRYHU DGYDQWDJH ZLWK WKH OHDGHU IHQGLQJ RII WKH FKDOOHQJHU
7KH FDVH RI %DLGX LV DQ H[DPSOH RI inverting a first-mover advantage with the
FKDOOHQJHU XSVWDJLQJ WKH OHDGHU ZKLOH WKDW RI 7HQFHQW LOOXVWUDWHV neutralising a
ILUVWPRYHU DGYDQWDJH ZLWK WKH OHDGHU DQG FKDOOHQJHU SUHVHUYLQJ WKH VWDWXV TXR E\
engineering a stalemate situation.

Online sales: Alibaba fends off the challenger
PIONEER MARKET: AMAZON, EBAY AND PAYPAL
$PD]RQFRP WKH GLUHFW RQOLQH VHOOHU WKDW ZDV ODXQFKHG LQ  H%D\ WKH WKLUGSDUW\
RQOLQH VDOHV SODWIRUP   DQG 3D\3DO WKH RQOLQH SD\PHQW SODWIRUP   DOO
HPHUJHG DV GRPLQDQW SOD\HUV LQ WKH 86 RQOLQH VDOHV PDUNHW )URP WKH SRLQW RI YDOXH
FUHDWLRQDQGGHOLYHU\DOOWKUHHVWDUWXSVLQLWLDOO\VHUYHGWKHLUUHVSHFWLYHPDUNHWVHJPHQWV
and operated stand-alone business models. Amazon’s initial focus was on business-toFRQVXPHU %& GLUHFWVHOOLQJHQDEOHGE\DYDVWVXSSOLHUQHWZRUNDQGLWVRZQZDUHKRXVHV
,Q FRQWUDVW H%D\ IRFXVHG RQ %& DQG FRQVXPHUWRFRQVXPHU &&  WKLUGSDUW\
WUDQVDFWLRQV ZLWK 3D\3DO IDFLOLWDWLQJ RQOLQH VDOHV WUDQVDFWLRQV WKURXJK LWV RQOLQH
payment system.
,Q WHUPV RI YDOXH DSSURSULDWLRQ $PD]RQ·V UHYHQXH PRGHO ZDV EXLOW XSRQ FKDUJLQJ
WUDQVDFWLRQ IHHV WR VHOOHUV DV ZHOO DV IHHEDVHG DGYHUWLVLQJ DQG WKXV UHOLHG RQ D KLJK
WXUQRYHURIVWRFN,WVFRVWPRGHOWKRXJKZDVEXLOWRQPDQDJLQJZRUNLQJFDSLWDOLQWHQVLYH
LQYHQWRU\ DV D YDULDEOH FRVW ZKLFK UHOLHG RQ D KLJK WXUQRYHU RI VWRFN LQ DGGLWLRQ WR
LQGHILQLWH SODWIRUP VFDODELOLW\ DV DQ LQLWLDO IL[HG FRVW ZLWK VXEVHTXHQW QHDU]HUR
marginal costs.
2YHU WLPH $PD]RQ HIIHFWLYHO\ VRXJKW WR UHEDODQFH LWV UHYHQXHFRVWSURILW
architecture away from B2C direct selling towards operating a third-party transaction
SODWIRUP ,Q DGGLWLRQ WR HQWUHQFKLQJ LWVHOI DV WKH LQFXPEHQW LQ WKH KLJK YROXPH ORZ
SURILW %& GLUHFW VHOOLQJ VHJPHQW LW SUDFWLVHG KRUL]RQWDO SRVWKRF LQWHJUDWLRQ DQG
FRQVROLGDWLRQ WKURXJK WKH ODXQFK RI $PD]RQ 0DUNHWSODFH LQ DQ HIIRUW WR ULYDO H%D\
LQ WKH SURILWDEOH && PDUNHW VHJPHQW ,Q WLPH $PD]RQ 0DUNHWSODFH D %& DQG

It is forgivable to think
that a first-mover
advantage in a pioneer
market would result in
greater financial success,
but a closer examination
of the companies
emerging in the follower
market reveals the
underlying logic behind
successful business
model innovation that is
‘Made in China’.
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Not only does Alibaba
Group’s business model
differ from Amazon’s in
that it engages in no
capital-intensive direct
selling, it is also much
broader in focus.

&& WKLUGSDUW\ WUDQVDFWLRQ SODWIRUP

segment. Thus eBay fended off Amazon

RYHUWRRN $PD]RQ·V WUDGLWLRQDO GLUHFW

0DUNHWSODFH LWV FORVHVW FKDOOHQJHU E\

selling platform in both revenue and

way of vertical post-hoc integration

SURÀWDELOLW\ +RZHYHU RYHUDOO RSHUDWLQJ

and consolidation through the acquisition

profits still did not come close to the

RI3D\3DO

ORIW\ VWRFN PDUNHW YDOXDWLRQV WKDW ZHUH
H[SHFWHG IROORZLQJ LWV ,QLWLDO 3XEOLF

FOLLOWER MARKET: ALIBABA

2IIHULQJ ,32 LQ

The Alibaba Group emerged as the

%\ FRQWUDVW H%D\·V DFTXLVLWLRQ RI

dominant player in the Chinese online

WKHPRGHUDWHO\ SURÀWDEOH 3D\3DO LQ 

VDOHV SODWIRUP PDUNHW ,Q DGGLWLRQ WR

constituted a step toward vertical post-

its eponymous business-to-business

KRF LQWHJUDWLRQ %XW GXH WR D ODFN RI

%%  WKLUGSDUW\ WUDQVDFWLRQ SODWIRUP

sustainable functional and operational

ODXQFKHG LQ  $OLEDED FRPSULVHV

LQWHJUDWLRQ H%D\ HYHQWXDOO\ \LHOGHG

7DREDR D && VDOHV SODWIRUP WKDW

to shareholder pressure and spun off

ODXQFKHG LQ  $OL3D\ DQ RQOLQH

3D\3DO LQ  WKHUHE\ HIIHFWLYHO\

SD\PHQW WUDQVDFWLRQ SODWIRUP  

undoing previous post-hoc integration

7PDOO D GRPHVWLF %& VDOHV SODWIRUP

and consolidation.
Amazon seized the first-mover

  DQG $OL([SUHVV DQ LQWHUQDWLRQDO
%&VDOHVSODWIRUP  

advantage to entrench itself in the less

)URP WKH SRLQW RI YLHZ RI YDOXH

SURILWDEOH %& PDUNHW VHJPHQW ZKLOH

FUHDWLRQDQGYDOXHGHOLYHU\QRWRQO\GRHV

eBay established itself as the incumbent

the Alibaba Group’s business model

LQ WKH PRUH SURILWDEOH && PDUNHW

differ from Amazon’s in that it engages
LQ QR FDSLWDOLQWHQVLYH GLUHFW VHOOLQJ LW
LV DOVR PXFK EURDGHU LQ IRFXV VSDQQLQJ
%% %& DQG && DFWLYLWLHV ERWK
GRPHVWLFDOO\DQGWRDQLQFUHDVLQJGHJUHH
internationally.
,Q WHUPV RI YDOXH DSSURSULDWLRQ
rather than charging sellers a transaction
IHH $OLEDED *URXS·V UHYHQXH PRGHO
focuses on cross-platform referrals
with monetisation on the basis of feeEDVHG DGYHUWLVLQJ E\ VHOOHUV DQG DQ
incentive structure that has made it more
independent of transaction volumes.
Its cost model is based on noncapital intensive cost innovation that
accommodates

both

volume

and

GLIIHUHQWLDWLRQ VWUDWHJLHV ZLWK LQGHÀQLWH
cross-platform scalability as an initial
À[HG FRVW WKDW EHQHÀWV IURP VXEVHTXHQW
near-zero marginal costs.
,Q WLPH 7DREDR·V && WKLUGSDUW\
WUDQVDFWLRQ SODWIRUP RYHUWRRN $OLEDED·V
traditional B2B and B2C third-party
transaction platforms in both revenue
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DQG SURILWDELOLW\ DQG HVWDEOLVKHG LWVHOI DV WKH XQFKDOOHQJHG

SURÀOLQJ ,WV FRVW PRGHO UHOLHG RQ D VHDUFK DOJRULWKP WKDW ZDV

leader of Chinese online sales platforms. This was very much in

self-improving as a function of usage. The model carried the

line with a shift in Alibaba’s dominant business models from

potential of realising even negative marginal costs through

B2B and B2C to C2C third-party transactions.

HFRQRPLHV RI VFRSH DQG VFDOH UDWKHU WKDQ PHUHO\ GHFUHDVLQJ RU

$OLEDED·V KRUL]RQWDOO\ DQG YHUWLFDOO\ LQWHJUDWHG VROXWLRQV

near-zero marginal costs.

ranging from its B2B and B2C platforms to Taobao’s C2C third-

Google has since transformed itself into one of the two

SDUW\SODWIRUPDVZHOODVQRYHOUHYHQXHDQGFRVWPRGHOV\LHOGHG

PRVW YDOXDEOH WHFKQRORJ\ FRPSDQLHV DORQJVLGH $SSOH DQG KDV

superior operating profitability. This was in addition to the

repositioned itself by launching inventions and innovations such

FDSLWDO JDLQV UHDOLVHG DW LWV ,32 LQ  $OLEDED·V LQWHUQDO

DV *RRJOH *ODVV DQG *RRJOH VHOIGULYLQJ FDUV LQ DQ HIIRUW WR

EXVLQHVVPRGHOLQQRYDWLRQLQWKHSURÀWDEOHWKLUGSDUW\WUDQVDFWLRQ

integrate hardware and software solutions to leverage its

PDUNHW VHJPHQW SUHHPSWHG FRPSHWLWLRQ VXFK WKDW SRWHQWLDO

online offerings.

FKDOOHQJHUV OLNH -'FRP DQG $PD]RQFQ ZHUH OLPLWHG WR WKH OHVV
SURÀWDEOH%&GLUHFWVHOOLQJPDUNHWVHJPHQW

+RZHYHUWKHUHKDYHEHHQOLPLWDWLRQVLQFRPPHUFLDOLVLQJWKH
RQOLQH LQIRUPDWLRQ VHUYLFH SODWIRUPV LQ WKH SLRQHHU PDUNHW )RU

/LNH $PD]RQ $OLEDED FUHDWHG DQG VHL]HG WKH ZLQGRZ

LQVWDQFH :LNLSHGLD D QRWIRUSURÀW RQOLQH HQF\FORSDHGLD WKDW

of opportunity to establish its first-mover advantage in the

DFWV DV D XVHUJHQHUDWHG FRQWHQW SURYLGHU SODWIRUP HPHUJHG DV

PDUNHW +RZHYHU XQOLNH $PD]RQ LW KDV EHHQ DEOH WR HQWUHQFK

the dominant and unchallenged leader in the online encyclopaedia

itself and cement its position as the incumbent in the more

SODWIRUPPDUNHW

profitable B2B and B2C to C2C third-party transactions
segment while deterring and fending off potential challengers.

FOLLOWER MARKET: BAIDU

,Q GRLQJ VR $OLEDED HPSOR\HG EXVLQHVV PRGHO LQQRYDWLRQ VR

Baidu Inc. emerged as the dominant player in the Chinese online

as to cementDÀUVWPRYHUDGYDQWDJH

VHDUFK HQJLQH DQG LQIRUPDWLRQ VHUYLFHV SODWIRUP PDUNHW ZLWK
Sohu’s Sogou.com a distant second. Other domestic online

Online search engines: Baidu upstages
the incumbent

VHDUFK HQJLQHV VXFK DV 4LKRR  KROG D QHJOLJLEOH PDUNHW
share along with niche search engine platforms such as Alibaba’s
$OLFORXG DQG 7HQFHQW·V 6RVRFRP &KLQHVH RSHUDWLRQV RI

PIONEER MARKET: GOOGLE AND YAHOO

U.S.-based online search giants—Google China and China

*RRJOH ODXQFKHG LWV VHDUFK HQJLQH LQ  DQG IROORZHG XS

<DKRR³DOWKRXJK LQLWLDOO\ VWURQJ FRPSHWLWRUV HYHQWXDOO\ H[LWHG

ZLWK D KRVW RI DQFLOODU\ RIIHULQJV WKHUHE\ XSVWDJLQJ <DKRR

WKH&KLQHVHPDUNHW

%\  *RRJOH KDG HPHUJHG DV WKH GRPLQDQW SOD\HU LQ

)URP WKH SHUVSHFWLYH RI YDOXH FUHDWLRQ DQG YDOXH GHOLYHU\

WKH 86 RQOLQH VHDUFK HQJLQH PDUNHW :KLOH <DKRR WRRN

Baidu’s business model was similar to Google’s in that it

advantage of the window of opportunity for a first-mover

UHGHILQHG LWV PDUNHW DV D FRPELQHG RQOLQH VHDUFK HQJLQH DQG

advantage that propelled it to the top of the online information

LQIRUPDWLRQ VHUYLFH SODWIRUP PDUNHW ,Q DGGLWLRQ LW ZDV DOVR

VHUYLFH PDUNHW VHJPHQW *RRJOH WRRN DGYDQWDJH RI WKH ODWH

PXFK EURDGHU LQ IRFXV LQ WKDW LW OLQNHG YHUWLFDOO\ LQWHJUDWHG

PRYHUDGYDQWDJHWKDWVXEVHTXHQWO\KHOSHGLWWRVXSSODQW<DKRR

solutions (user-generated content provider and distributor

as the leader.

SODWIRUPV  WR KRUL]RQWDOO\ LQWHJUDWHG VROXWLRQV XVHU DFFHVV

)URP WKH SRLQW RI YLHZ RI YDOXH FUHDWLRQ DQG YDOXH GHOLYHU\

VHUYLFHSODWIRUPV 

Google invested in the broad strategic development of its online

,Q WHUPV RI YDOXH DSSURSULDWLRQ %DLGX·V UHYHQXH PRGHO

VHDUFK HQJLQH DQG LQIRUPDWLRQ VHUYLFHV SODWIRUP )RU LQVWDQFH

UHOLHGRQDFRPELQDWLRQRISD\IRUSODFHPHQW 33 DQGSD\SHU

*RRJOH·V LQKRXVH 5 ' GHSDUWPHQW SURGXFHG WKH ZHE PDS

FOLFN DGYHUWLVLQJ ZKLFK KHGJHG ULVNV LQ WKH FRPSDQ\·V UHYHQXH

VHUYLFH *RRJOH 0DSV DQG LWV PXOWLOLQJXDO WUDQVODWLRQ VHUYLFH

stream and provided an incentive structure for increasing site

Google Translate. These complemented its purchase of video

WUDIÀF DW WKH VDPH WLPH 7KH FRVW PRGHO WKRXJK UHOLHG RQ WKH

VKDULQJ SODWIRUP <RX7XEH DQG OHG WR KRUL]RQWDOO\ DQG YHUWLFDO

LPPHQVH VFDODELOLW\ RI SODWIRUP GHYHORSPHQW DV DQ LQLWLDO À[HG

integrated solutions in the form of integrated user and content

cost for subsequent near-zero marginal costs.

platforms respectively.

Baidu realised the potential for horizontally and vertically

,Q WHUPV RI YDOXH DSSURSULDWLRQ *RRJOH·V SLRQHHULQJ

integrated solutions by initiating the shift from searching

revenue model relied on monetisation through personalised

WKLUGSDUW\ HQF\FORSDHGLF FRQWHQW RQO\ WR XVLQJ LWV VHDUFK

DGV DOORZLQJ FXVWRPLVDWLRQ RQ WKH EDVLV RI VHDUFK HQJLQH XVDJH

engine to power searches of its own commercial online
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HQF\FORSDHGLD $W WKH VDPH WLPH LW FDSLWDOLVHG RQ WKH H[FOXVLYH ULJKW WR DFFHVV
GLVWULEXWH DQG FRPPHUFLDOO\ H[SORLW WKLUGSDUW\ FRQWHQW %DLGX·V %DLNH WKXV
became the largest Chinese online encyclopaedia by all monetisation-relevant
PHDVXUHV HQGXVHU FRXQW SDJH YLHZV DQG ZHE WUDIÀF DIWHU KDYLQJ XSVWDJHG +XGRQJ·V
%DLNH ZKLFK UHPDLQHG WKH ODUJHVW &KLQHVH RQOLQH HQF\FORSDHGLD E\ DUWLFOH FRXQW
/LNH *RRJOH %DLGX HPHUJHG DV WKH PDUNHW OHDGHU E\ SXUVXLQJ EXVLQHVV PRGHO
LQQRYDWLRQ WKDW PHUJHG WKH VHDUFK HQJLQH PDUNHW VHJPHQW ZLWK WKH RQOLQH LQIRUPDWLRQ
VHUYLFHV PDUNHW VHJPHQW +RZHYHU %DLGX VXFFHHGHG LQ ZKDW *RRJOH IDLOHG WR GR
%\ XSVWDJLQJ WKH LQFXPEHQW DQG DFFHGLQJ WR WKH PDUNHW OHDGHUVKLS LQ WKH RQOLQH
HQF\FORSDHGLD PDUNHW VHJPHQW LW WXUQHG WKH QRWIRUSURILW RQOLQH HQF\FORSDHGLD
PDUNHWVHJPHQWZKLFKUHOLHGRQYROXQWDU\IXQGLQJLQWRDIRUSURÀWPRGHO,QGRLQJVR
Baidu employed business model innovation so as to invert a first-mover advantage.

Online social media and communications: Tencent
preserves the status quo
PIONEER MARKET: FACEBOOK, TWITTER AND WHATSAPP
)DFHERRN ODXQFKHG LQ  7ZLWWHU   DQG :KDWV$SS   DOO HPHUJHG
as dominant players in the U.S. online social media and communications
SODWIRUP PDUNHW )URP WKH SRLQW RI YLHZ RI YDOXH FUHDWLRQ DQG YDOXH GHOLYHU\
WKH ILUPV RSHUDWHG VWDQGDORQH EXVLQHVV PRGHOV DQG WKHUHE\ FUHDWHG QHZ PDUNHW
segments within the overall online entertainment and communications platforms
PDUNHW RQ WKH EDVLV RI SURSULHWDU\ SODWIRUPV 7KLV KRZHYHU OHG WR IUDJPHQWHG PDUNHW
VHJPHQWV³)DFHERRN·V VRFLDO QHWZRUNLQJ SODWIRUP 7ZLWWHU·V VRFLDO QHWZRUNLQJ
DQG PLFUREORJJLQJ FRPPXQLFDWLRQV SODWIRUP DQG :KDWV$SS·V LQVWDQW PHVVDJLQJ
services platform for smartphones.
)URP WKH SHUVSHFWLYH RI YDOXH DSSURSULDWLRQ VXEWOH GLIIHUHQFHV LQ WKH UHYHQXH
cost-profit architecture account for the relative performance differential of these
FRPSDQLHV³DOO WKUHH DFW DV SODWIRUP SURYLGHUV IRU WKLUGSDUW\ VRFLDO QHWZRUN DQG
FRPPXQLFDWLRQDQGDVVXFKRQO\SURYLGHWKHVRIWZDUHLQIUDVWUXFWXUHIRUXVHUJHQHUDWHG
publicly accessible content or user-generated private communication.

Baidu succeeded in
what Google failed
to do: By upstaging
the incumbent and
acceding to the market
leadership in the online
encyclopaedia market
segment, it turned the
not-for-profit online
encyclopaedia market
segment which relied
on voluntary funding
into a for-profit model.

)DFHERRN·V EXVLQHVV PRGHO IRFXVHG RQ D WKLUGSDUW\ DGYHUWLVHPHQWGULYHQ UHYHQXH
PRGHOZLWKIUHHPLXPVHUYLFHVZKLOHLWVFRVWPRGHOEHQHÀWWHGIURPWKHYDVWVFDODELOLW\RI
VRFLDO QHWZRUNLQJ DQG SHUSHWXDO XVHUJHQHUDWHG FRQWHQW 7ZLWWHU·V EXVLQHVV PRGHO
operated on the basis of third-party advertisement-driven retweeting (i.e. promoting
FRPPHUFLDO WZHHWV  ZKLOH LWV FRVW PRGHO UHOLHG RQ WKH RQHRII QDWXUH RI VRIWZDUH
DQG LQIUDVWUXFWXUH LQYHVWPHQW DQG SHUSHWXDO XVHUJHQHUDWHG SXEOLFO\ DFFHVVLEOH
FRPPXQLFDWLRQ :KDWV$SS UHOLHG RQ D VXEVFULSWLRQEDVHG UHYHQXH PRGHO E\ YLUWXH RI
DFWLQJ DV D VXEVWLWXWH IRU FKDUJHDEOH PRELOH PHVVDJLQJ VHUYLFHV ZLWK D FRVW PRGHO
similar to that of Twitter.
:KLOH )DFHERRN UHDOLVHG VXEVWDQWLDO FDSLWDO JDLQV SULRU WR LWV ,32 LQ 
(in addition to relatively modest operating profit mainly through third-party
PRQHWLVDWLRQ  7ZLWWHU UHPDLQHG ODUJHO\ XQSURILWDEOH ZLWK RQO\ :KDWV$SS
H[KLELWLQJ VXSHULRU SURÀWDELOLW\ WKURXJK GLUHFW PRQHWLVDWLRQ )DFHERRN·V VXEVHTXHQW
WDNHRYHU RI :KDWV$SS LQ D ODQGPDUN FDVK DQG VWRFN GHDO LQ  WKHQ FRQVWLWXWHG
DQ LQVWDQFH RI SRVWKRF FRQVROLGDWLRQ ZLWK DQ DLP WR UHDS WKH EHQHÀWV RI KRUL]RQWDO
and/or vertical integration required for an integrated solutions platform.
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FOLLOWER MARKET: TENCENT,

synergies across platforms and user-

RENREN AND SINA WEIBO

JHQHUDWHG FRQWHQW DV ZHOO DV LQILQLWH

7HQFHQW +ROGLQJV³FRPSULVLQJ 44

scalability at near-zero marginal costs.

LWV VRFLDO QHWZRUNLQJ SODWIRUP WKDW ZDV

/LNH )DFHERRN 7HQFHQW VRXJKW WR

ODXQFKHG LQ  DV 2,&4 7HQFHQW

JDLQ D IRRWKROG LQ WKH VRFLDO QHWZRUNLQJ

:HLERLWVRQOLQHPLFUREORJJLQJSODWIRUP

micro-blogging and mobile instant

  DQG :H&KDW LWV RQOLQH LQVWDQW

PHVVDJLQJ VHUYLFHV PDUNHW VHJPHQWV

messaging platform for smartphones

+RZHYHU XQOLNH )DFHERRN LW VHL]HG

 ³HPHUJHG DV WKH GRPLQDQW

upon momentum dynamics to merge

SOD\HU LQ D GHOLFDWHO\ EDODQFHG VWDOHPDWH

WKH PDUNHW VHJPHQWV WKHUHE\ FUHDWLQJ

ZLWK 6LQD &RUS DV D FORVH VHFRQG LQ

RSWLRQV IRU WKH IXWXUH SUHVHUYLQJ

the Chinese online social media and

the status quo and engineering a

FRPPXQLFDWLRQVSODWIRUPPDUNHW

delicately balanced stalemate situation.

Tencent succeeded in becoming the

,Q GRLQJ VR 7HQFHQW HPSOR\HG

PDUNHW OHDGHU E\ GHYHORSLQJ LWV SRZHUIXO

business model innovation to neutralise a

44 ZHE SRUWDO D ZHE FRPPXQLW\

ÀUVWPRYHUDGYDQWDJH

DQG LQVWDQW PHVVDJLQJ VHUYLFH DQG
transforming it into an online social

Made in China does differ

QHWZRUNLQJ SODWIRUP ,WV MXGLFLRXV

7KH H[DPSOHV , PHQWLRQ DERYH

use of horizontally integrated solution

illustrate that the Made in China

platforms helped Tencent to successfully

business model innovation has features

overcome the modest first-mover

that systematically differ from those of

advantage of RenRen in the social

EXVLQHVV PRGHO LQQRYDWLRQ LQ WKH :HVW

QHWZRUNLQJ SODWIRUP VHJPHQW DQG

The Made in America business model

PRUH LPSRUWDQWO\ RIIVHW WKH VXEVWDQWLDO

LQQRYDWLRQ DV WKH SLRQHHU PDUNHW LV

ILUVWPRYHU DGYDQWDJH RI 6LQD :HLER

characterised by forward innovation and

in

EDFNZDUG LQWHJUDWLRQ :KLOH IRUZDUG

the

micro-blogging

platform

PDUNHWVHJPHQW

innovation creates stand-alone quasi-

)URP WKH SHUVSHFWLYH RI YDOXH

PRQRSROLHV DQG VWLIOHV FRPSHWLWLRQ

FUHDWLRQ DQG YDOXH GHOLYHU\ 7HQFHQW

EDFNZDUG LQWHJUDWLRQ IRFXVHV RQ H[

redefined the Chinese online social

SRVW FRQVROLGDWLRQ DLPHG DW H[SORLWLQJ

PHGLD FRPPXQLFDWLRQV SODWIRUP PDUNHW

economies of scale and scope at the

E\ JDLQLQJ D IRRWKROG LQ DOO WKUHH PDUNHW

H[SHQVH RI LQWHJUDWHG VROXWLRQV

VHJPHQWV³RQOLQHVRFLDOQHWZRUNVPLFUR

This results in a lower incidence and

blogging and instant messaging for

inferior type of business model

VPDUWSKRQHV ,Q DGGLWLRQ WKH FRPSDQ\

LQQRYDWLRQZKLFKLQFRPELQDWLRQZLWKDQ

DQWLFLSDWHG ZHOO DKHDG RI WLPH WKDW

H[FHVVLYH IRFXV RQ ,32 YDOXDWLRQV DQG

WKHVH PDUNHW VHJPHQWV ZRXOG DOO PHUJH

VXEVHTXHQW FDSLWDO JDLQV \LHOGV LQIHULRU

into one. So through cross-referrals and

performance.

FRPSDWLEOHXVHULQWHUIDFHVLWVXFFHVVIXOO\

,QFRQWUDVWWKH0DGHLQ&KLQDEXVLQHVV

OHYHUDJHG WKH QHWZRUN HIIHFW DFURVV

PRGHOLQQRYDWLRQDVWKHIROORZHUPDUNHW

its platforms and user devices.

is characterised by forward integration

,Q WHUPV RI YDOXH DSSURSULDWLRQ

DQG EDFNZDUG LQQRYDWLRQ :KLOH IRUZDUG

Tencent’s revenue model converged

integration proceeds on a level playing

around advertising and freemium

ÀHOGZKHUHÀUPVFRPSHWHRQWKHEDVLVRI

VHUYLFHV ZKLOH WKH FRVW PRGHO EHQHÀWWHG

H[DQWH LQWHJUDWHG VROXWLRQV EDFNZDUG

from standardised software infrastructure

innovation proceeds on the basis of

Tencent redefined the
Chinese online social
media communications
platform market by
gaining a foothold
in all three market
segments—online
social networks,
micro-blogging and
instant messaging for
smartphones.
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organic development of more advanced

necessitates a switch to simultaneous forward integration and forward innovation which

LQWHJUDWHG VROXWLRQV 7KLV UHVXOWV LQ D

LV UHÁHFWHG LQ &KLQHVH ,QWHUQHW FRPSDQLHV DGYDQFLQJ WKHLU 5 ' SLRQHHULQJ HIIRUWV

higher incidence and superior type of

IRU H[DPSOH LQ $OLEDED·V JURZLQJ SDWHQW SRUWIROLR VLQFH LWV ,32 LQ 6HSWHPEHU 

business model innovation (refer to

$V RWKHU $VLDQ QDWLRQV DORQJ ZLWK HPHUJLQJ PDUNHWV LQ /DWLQ $PHULFD DQG $IULFD

)LJXUH   ZKLFK LQ FRPELQDWLRQ ZLWK

ORRNWROHDUQIURPEXVLQHVVPRGHOLQQRYDWLRQVRIJOREDOOHDGHUVWKH\ZLOOEHIDFHGZLWK

D IRFXV RQ RSHUDWLQJ SURÀWV DQG FDSLWDO

WZR GLVWLQFW DSSURDFKHV IURP &KLQD DQG WKH 8QLWHG 6WDWHV :KLFK RQH ZLOO WKH\

JDLQV\LHOGVDVXSHULRUSHUIRUPDQFH

IROORZ" 2U ZLOO WKH QH[W JHQHUDWLRQ RI IROORZHUV VXSHUVHGH WRGD\·V OHDGHUV LQ ERWK

The irony of my findings lies in

innovation and performance?

the fact that the two business model
innovations−Made in America and
Made in China−are reverse sides of
WKH VDPH FRLQ LQ PDQ\ UHVSHFWV :KLOH
the Made in America technological
innovation is superior to that in the

MADE IN CHINA VS. MADE IN AMERICA

IROORZHU PDUNHW WKH 0DGH LQ &KLQD
PRGHO H[KLELWV D KLJKHU LQFLGHQFH DQG
superior performance of business model

Innovation

innovation.

Integration

Made in America Business Model Innovation

Future implications
There are significant implications for
both business practitioners and policy-

Forward
Innovation

PDNHUV DURXQG WKH ZRUOG 7KH 0DGH

Backward
Integration

in China business model innovation is
incremental in that it does not rely heavily
on radical technological innovation
DQG EXVLQHVV PRGHO LQYHQWLRQ EXW RQ

Made in China Business Model Innovation

integrated solution platforms through
novel combinations of readily available
H[LVWLQJWHFKQRORJLHVDQGEXVLQHVVPRGHOV

Backward
Innovation

The distinctive nature of the Made in

Forward
Integration

China business model innovation offers
unique opportunities and challenges to
EXVLQHVV SUDFWLWLRQHUV DQG SROLF\PDNHUV
LQ $VLD )LUVW WKH UHODWLYH ODFN RI OHJDF\

FIGURE 1

WHFKQRORJ\ DQG FRUSRUDWH DQG PDUNHW
structures in Asia allows for integrated
VROXWLRQIRFXVHG YDOXH SURSRVLWLRQV
while the absolute size of the Asian
PDUNHW DOORZV IRU WKH HDV\ VFDODELOLW\
of integrated solutions platforms to be
UHDGLO\ H[SORLWHG 6HFRQG $VLD·V
gradual arrival at the technology frontier

George Hylden

is a Ph.D. from the University of Cambridge, U.K., and has held visiting
positions at Princeton University, Singapore Management University and
the University of Nottingham’s China campus

CASE IN POINT

From
lights out to
lights on
By Ravi Chidambaram

How Sunlabob went
from providing affordable,
sustainable energy in rural
Laos to becoming
an international
turnkey operator and
co-developer.

P

rogress is inherently iterative, and solving difficult

problems usually requires multiple attempts. This is even
more so when looking to alleviate unmet human needs in
underdeveloped countries, where corruption, poverty, low-levels
of human capital and inadequate infrastructure make providing
the essentials a herculean endeavour. Often the challenges are so
great that it takes multiple attempts–with partners working in
concert–to develop an effective solution.
When German Andy Schroeter arrived in northern Laos
to work on a food security programme in 1995, he realised
there was a huge unmet demand for electricity. Only about

30 percent of the country, mostly along the populated Mekong

enterprise with the goal of providing affordable energy solutions

Valley, had access to grid electricity. The rest of Laos was basically

to disadvantaged communities in rural Laos.

dark, save for villages that ran diesel generators which provided
limited power.

Learning on the job, adjusting to reality

“These could only run for a few hours at a time,” said

As rural areas are often remote, they lack the necessary

Schroeter, an electrical engineer by training. “After that it was

infrastructure to effectively and affordably extend electric-

lights out. So I realised there’s a huge potential for rural energy,

grid coverage. Modular solar photovoltaics (PV), more

DQGVSHFLÀFDOO\UHQHZDEOHHQHUJ\µ

commonly known as solar electric panels, are the perfect

In 2000, Schroeter relocated to Vientiane, the capital of

solution: it is the cheapest option to generate power even

/DRVWRIRXQG6XQODERE5HQHZDEOH(QHUJ\ZKLFKZDVRIÀFLDOO\

after taking into consideration diesel generators, and can be set

established the following year as a foreign-owned commercial

up to provide clean power to a single home or an entire village.
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PV is also more affordable than wind or

opened an account with Sunlabob

nephew or whoever is paying six cents

hydroelectric power (hydro) as the latter

and returned home to set up energy-

in the electrified area. All of a sudden

two have higher capital costs and depend

focused micro-enterprises. Sunlabob

they start manipulating the metres

on the availability of consistent wind or

supplied the franchisees with everything

and eventually stop paying. I ended up

ÁRZLQJZDWHUUHVSHFWLYHO\

they needed regardless of the project

burning US$1.5 million and still haven’t

size, from a small solar lantern to entire

recovered the investment.”

7KHÀUVWREVWDFOH6FKURHWHUIDFHGZDV
the location of customers: a population

village grids.

of six million people living in an area

However, this sales and installation

the size of the U.K. (which has a

model proved too costly for poor, rural

Doing good and
doing (not so) well

population of 64.1 million1), but with

communities that could not afford the

Sunlabob’s model was due for an

very little infrastructure. Most of

upfront capital to develop such off-grid

overhaul. As Schroeter discovered,

Schroeter’s potential customers lived

capabilities. Schroeter had to adjust; and

“The return on investment is too low,

in remote and rural areas, far away

Sunlabob switched to a ‘fee for service’

it’s absolutely too low! We made a big

from Vientiane. Although many NGOs

ÀQDQFLQJPRGHOZKHUHWKHFRPSDQ\SDLG

mistake when we saw the people, the

and internationa l donor agencies

the upfront capital investment for rural

beneficiaries, in these remote areas as

operated in Laos to reach these

electrification and essentially rented

our paying clients. Rural end-users’

communities, Schroeter was leery of

out the equipment. The franchisees

return on investment is too low, and they

copying their working models, as he

then handled maintenance and payment

KDYH WR FDUU\ D ÀQDQFLDO EXUGHQ IRU WRR

thought they focused too much on

collection from end users.

long. With regard to the poorest of the

one-off PV projects. “Some of these

While it addressed the issue of

poor, such as much of the population in

donor-funded projects may electrify

upfront investment, such off-g rid

rural Laos, they’re oftentimes better off

20,000 households here and 50,000

electricity was much more expensive

making investments in agriculture, in

households there,” Schroeter explained.

than grid electricity, as the latter was

cash crops and productive use…not

“But there isn’t enough focus on long-

subsidised by the government. That

energy. Energy is a basic need, and public

term sustainability. [PV] technology

posed a problem. Schroeter elaborated,

donors need to play a role to help ensure

should run for 20 years, but a lot of

“We had an arrangement with the

that these models are truly commercially

these systems are failing after two to

village and the provincial authorities for

viable and sustainable for a long time.”

three years–it’s quite sad.”

them to pay US 24 cents per kilowatt-

One of the many lessons in the

Instead, he opted for a more

hour. This was the best we could do to

evolution of Sunlabob’s business model

sustainable approach that used a private

make such off-grid rural electrification

was that third-party capital was needed

sector model: a countrywide franchise

commercially viable. In Europe they pay

to fill the investment gap. This could

network that started with 70 people

about US 30 cents. But here in Laos, the

be in the form of grants from corporate

from various ethnic groups who came

government subsidises grid users, so they

sponsors or international donors, with

to Vientiane to receive technical and

only pay US 6 cents. So it’s in operation

Sunlabob, as the private partner, taking

business operations training. Upon

for a couple of months and then people

on the responsibility to make rural

completion of training, these franchisees

realise that their cousin, grandfather,

HOHFWULÀFDWLRQ VXVWDLQDEOH
Sch roeter

“Some of these donor-funded projects may electrify
20,000 households here and 50,000 households
there…But there isn’t enough focus on long-term
sustainability. PV [Photovoltaics] technology should
run for 20 years, but a lot of these systems are failing
after two to three years—it’s quite sad.”
- Andy Schroeter, founder of Sunlabob
Renewable Energy.

a lso

rea lised

t he

importance of securing a reliable
revenue stream to anchor the business.
To this end, Sunlabob operated as an
independent renewable power producer
and sold electricity back to the Laotian
utility agency through a purchasing
power agreement.
After overcoming the initial steep
learning curve, Sunlabob understood
clearly the needs of the developing world
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when it came to providing access to

As Sunlabob gained invaluable experience and built expertise, it

energ y and clean water in remote

started to better reach its designated rural customers and was publicly recognised

locations. It developed expertise in end-

for providing social good. But even though the company was doing good,

user training, engineering, and project

it was not doing well. As Laos approached full electrification, the domestic

implementation and management. It

market for new business started to shrink, which further eroded profitability.

maintained a high quality supplier base

Sunlabob had mastered a unique set of skills as an on- and off-grid, rural renewable

for procurement, and had the know-how

energy developer, but now faced a limited market in which to monetise that expertise.

and ability to effectively transport

Schroeter’s solution was to go beyond Laos.

equipment like solar panels and batteries
to remote, rural locations.

More money, more problems

The company also recognised that

,Q  6XQODERE KDG ZRQ LWV ÀUVW ,QWHUQDWLRQDO &RPSHWLWLYH %LGGLQJ2 project, and

each community it served had unique

E\LWKDGZRQPRUHELGVLQ&DPERGLD0LFURQHVLDDQGWKH0DUVKDOO,VODQGV,W

needs, and to meet those needs it

had also worked on projects and consulted in many other countries like Uganda,

provided a f lexible, customisable

Afghanistan and Bhutan, and revenues had gone up tenfold.

approach toward designing solutions–

But where there is money to be made, there will be competition. Sometimes

even employing energy sources beyond

the desire to win a bid comes at the expense of the project’s quality. Schroeter added,

solar. “Some of our projects that

“We are highly recognised and have a good reputation, but we are still very small.

electrify 100 homes, 200 homes, 300

We’re competing for smaller projects against other small, often local, companies.

hundred homes, need different energy

Many of our competitors aren’t as focused on sustainability. They’ll undercut us on

sources,” said Schroeter. “One is just PV,

a bid, and too often these donor agencies place too much emphasis on low cost

hydro is another. We also have hybrid

when considering a bid. The result is energy systems that are in pretty bad shape after

grids with a combination of energy

a few years.”

sources depending on the location of

He was also worried about the risk that corruption played. Operating in

the project and services required to

countries with known corruption issues could place Sunlabob at higher

LPSURYH HQHUJ\ HIÀFLHQF\µ

reputational risk. Sunlabob was committed to transparency, and voluntarily submitted

One of the many
lessons in the evolution
of Sunlabob’s business
model was that thirdparty capital was
needed to fill the
investment gap.
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LWVHOI WR LQWHUQDWLRQDO DXGLWLQJ E\ 3ULFHZDWHUKRXVH&RRSHUV

But Schroeter felt it made little sense to install PV solutions

RU.30*RQFHD\HDUDWVLJQLÀFDQWH[SHQVH

because Myanmar was much bigger than Laos (676,578 square

Even when Sunlabob did convince international donors

km versus 236,800 square km). Bigger projects–with bigger

to choose it over other competitors, the funds were not handed

potential for profit–were the order of the day, but Sunlabob

over directly. The money was given to local governments, who

was too small to take advantage. “We can handle an

then paid the contractors. For Schroeter, this arrangement had

>HOHFWULÀFDWLRQ@ SURMHFW RI VD\ 86 PLOOLRQµ VD\V 6FKURHWHU

the potential to interrupt the company’s cash flow, making it

“but Myanmar is so big. The global donor agencies aren’t even

difficult for it to operate and grow. Schroeter explained, “It

looking at anything less than US$20 million. And even with

has not been possible for us to attract capital through investment

all our great ideas and approaches, it’s hardly possible for us

or acquire it through loans. Because Sunlabob is registered in

to absorb the costs of a US$20 million project.”

Laos and is foreign-owned, we have to put up 130 percent

One solution was for Sunlabob to become a turnkey

collateral to receive a loan from a Laotian bank if we’re

operator and co-developer in a private-private partnership

headquartered in Vientiane...We just can’t get access to

(refer to Figure 1).

ÀQDQFHDQGIRUHLJQLQYHVWRUVVLPSO\DUHQ·WFRPLQJWR /DRV DQG
investing in us.”

If successful, this model would be rolled out to other
markets where Sunlabob could apply renewable energy and
clean water solutions. To gain the necessary expertise, Sunlabob

The Myanmar project

held talks with its partner Relitec, a Yangon-based company

While Laos was no longer as attractive to investors, neighbouring

that specialised in engineering, installation, and maintenance

Myanmar was a different story. In 2015, the World Bank

of solar technology. Schroeter believed the partnership would

estimated that only about 30 percent of the population in

help both companies deliver high-quality, renewable, reliable

Myanmar was connected to the electricity grid, and that “average

and affordable energy to off-grid communities, while providing

annual per capita electricity consumption is 160 kilowatt-hours,

the means to support clean water solutions as well.

one-twentieth the world average… (and) in the countryside, the

One matter remained unresolved: How would this project

situation is even worse. As of 2014, only 16 percent of rural

EHÀQDQFHG"6FKURHWHU·VLGHDZDVWRSURYLGHRIIJULGHOHFWULFLW\

households had a connection.”3

to telecoms; 10,000 to 15,000 telecom base stations had to be

With the country finally opening up, 70 percent of the

built off-grid to meet the country’s demand for wireless

55 million population were ready-made customers for Sunlabob.

communication, and these stations needed power. Instead of

SUNLABOB’S FINANCING STRUCTURE FOR TURNKEY OPERATOR AND CO-DEVELOPER
BUSINESS MODEL USING BUILD-OPERATE-TRANSFER MODEL

Sunlabob

51%

Special Purpose
Vehicle
(Per project)

49%
Investors

Equity
funding: 60%

Owns
100%

Development
Company

FIGURE 1

Debt
funding: 40%

Banks

Source: Sunlabob
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The market-based
model of building
village mini-grids and
off-grid rural telecom
towers in Myanmar
offers huge potential
for growth.

the traditional method that used diesel

to spread risk while leveraging expertise

generators, Sunlabob’s managing director

and resources. Moreover, it should be kept

in Myanmar, Evan Scandling, proposed

in mind that such capital investment has

going solar with diesel as backup.

to have a long-term horizon. It is also

“You size the system appropriately

more than likely that any investments into

so, yes we’re supplying viable electricity

economic infrastructure may not yield

to that anchor client [the telecom], but

GLUHFW GLYLGHQGV WR ÀQDQFLHUV

we also provide excess energy to the

Sunlabob has successfully overcome

surrounding community,” Scandling

challenges faced by social enterprises

explained. “Now these communities have

VXFKDVWKHODFNRIÀQDQFLDOVXSSRUWDODFN

energy access and they can charge their

of skills among the locals, and mistrust by

mobile phones, they can buy more phones,

the community. It managed to secure

which in turn creates more customer

donations from corporate sponsors and

demand on the telecoms side. There are

international donors, and succeeded

other models too for anchor clients, say,

in providing electrical coverage to

a mining camp somewhere that is often

75 percent of Laos, aiming to reach

off-grid. They’re also going to bring in

90 percent by 2020.

some off-grid electricity–the idea of this

The company has also adapted to

anchor client is that you can get stable

market conditions to scale up and

revenue streams coming through an

venture into other countries. It decided

established business and that ‘de-risks’

to restructure its business model to

\RXUFDVKÁRZV6RWKDW·VMXVWRQWKHWRSLF

include greater f lexibility in funding

of partnerships when we are looking at

sources; a base in Hong Kong to

how to make rural electrification

attract foreign investors; partnerships

ÀQDQFLDOO\ YLDEOHµ

with companies that had strong local

Sunlabob’s strategy for continued
international expansion rested mainly

knowledge and expertise; and a move
toward a market-based pricing model.

on its tried and tested method of

Sunlabob’s experience in Laos and

winning international competitive bids

Myanmar, and its agility and willingness

and donor projects. However, the market-

to learn and adapt, will go a long way in

based model of building village mini-

its pursuit for international expansion

grids and off-grid rural telecom towers

DQG SURÀWDELOLW\

in Myanmar offered huge potential for
growth. If implemented properly, it
could improve the well-being and socioeconomic status of rural communities not
only in Myanmar, but around the world.

New models,
new opportunities
Social enterprises such as Sunlabob
understand that tackling poverty requires
cautious optimism and perseverance.
The solutions must be sustainable, and
cannot rely solely on charity. That said,
business alone is not the answer either.
Partnerships must be deployed in order

Ravi Chidambaram
is the President and Co-founder of
TC Capital Pte. Ltd.
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EXECUTIVE BRIEF

Achieving Excellence in

STRATEGY
EXECUTION

through Some Uncommon Practices

When good strategies fail in execution, it’s time to
consider some uncommon practices.
By Robin Speculand

S

trategy execution is a relatively

:H KDYH LGHQWLÀHG VRPH XQFRPPRQ

grocery store displaying 24 types of

new management subject that started to

practices used by those who succeed.

jam for customers to view and purchase

gain traction as a unique field in 1999

These practices are practical and focus on

on one occasion, and only six varieties

following the seminal article in Fortune

making things happen, rather than merely

on the other occasion. It was found

magazine on why CEOs fail. Authors

explaining why execution is important.

that only three percent of customers
purchased jams from the selection of

Charan and Colvin stated that strategy
fails not because of bad strategy, but

Less is more

24, while 30 percent of customers–that

because of bad execution. The good news

When leaders have too many objectives

is, ten times more–bought jam from the

is that most leaders today appreciate the

on their agenda, they typically end up

selection of six. The same experiment was

need to have a balance between strategy

doing less, not more. They can become

also tested for choices of chocolate and,

and execution. The question they are

overwhelmed by the multiple actions they

once again the group that was offered

asking is: how do we achieve it?

1

need to undertake. Thus more work ends

six choices had a higher level of

For the last 15 years, my company,

up with less being done. Organisations

satisfaction than that offering 24.

Bridges Business Consultancy Int., has

that are dexterous in execution recognise

Too many choices in execution lead

been researching leaders’ insights and

this and limit the number of strategy

to lower engagement and performance.

thoughts toward strategy implementation

objectives they focus on each year.

The question arises thus: How many

(I use ‘execution’ and ‘implementation’

According to Kathleen Eisenhardt of

strategic objectives should a leader

intercha ngeably).

our

Stanford University, “There must be a

focus on each year? I recommend having

research showed that nine out of ten

certain balance to the number and type

ÀYH 7KLV HQVXUHV HYHU\RQH NQRZV ZKDW

implementations were failing. At that

of goals and objectives: too many goals

is important and the actions to take. It

time, it was a wake-up call for leaders

and objectives are paralysing; too few,

also allows for better resource allocation

who supported the global movement

confusing.” In 2015, Steve Easterbrook,

and creates a focused organisation with a

towards a greater understanding on

the CEO of McDonald’s, explained why

critical mass of effort. The other strategic

what it takes to implement strategy

revenues were declining and what had

objectives–those not included in the

successfully. In our latest research we

to change, “Our existing organisation is

year’s focus–should still stay in view and

KDYH LGHQWLÀHG WKDW QRZDGD\V RQO\ WZR

LQHIÀFLHQW DQG ODFNV FOHDU DFFRXQWDELOLW\

be addressed in regular 12-month cycles.

thirds of implementations are failing.

We need to execute fewer things better.”4

In

2002,
2

3

The magic of 90 days

Although this is an improvement from

Research has demonstrated that

90 percent to 67 percent over the last

an excess of choices often leads us to do

There’s something magical about a

14 years, it still begs the questions: Why

less. Sheena Iyengar and Mark Lepper,

90-day period in business. Actionable

are we continuing to fail more often than

from Columbia and Stanford University

tasks should not take more than

we are succeeding, and what do leaders

respectively, conducted the ‘ jam

90 days to complete. If an action has not

need to do differently?

experiment’5 that involved an upscale

been completed within that timeframe,

58

then it was either too complicated to

and Norton’s Execution Premium. For

complete within that period, or might not

instance, the Implementation Compass

have been important enough. If a task

is a framework that allows the leader to

requires more than 90 days to complete

identify the right actions to take, and

it is advisable to break it down into

assess the organisation’s implementation

smaller tasks.

capabilities based on eight areas required

The aim is to ‘boil the pot’ and not to

for implementing strategy: engaging the

try and ‘boil the ocean’. By consciously

people, sharing the biz case, constantly

ensuring that tasks can be completed

communicating, putting in place the right

within 90 days, leaders make actions

measures, aligning execution and culture,

manageable and they start to gain

changing and innovating processes,

traction. Small, bite-size tasks are

reinforcing, and reviewing.6

easier to achieve; it is also easier to
monitor progress. Taking action in

Constantly communicate

90-day blocks also makes the long-term

After the strategy kick-off, leaders often

strategy realistic to the people responsible

err by reverting their focus to day-to-

for execution, enables each team player

day operations (disregarding discussing

to see how their work contributes to the

strategy implementation), as they are

wider strategy, and creates quick wins

held more accountable for short-term

that are visible to all.

performance, which dominates their agenda.
So discussion on the implementation of

Adopt a framework

strategy dissipates with alarming speed.

/HDGHUV RIWHQ UHWXUQ WR WKHLU RIÀFH DIWHU

When employees attend meetings,

crafting the strategy without identifying

there is often no mention of the new

a framework to guide them and their

strategy, no updates are provided, and

managers through the implementation

no questions are asked. When discussion

journey. This leaves managers unsure

on the implementation dissipates, so does

of where to start, and can also result in

the interest among people. They resort

them executing the strategy differently

to focusing on what is being addressed–

across business units and/or geographies.

the operational issues. Their execution

7LPHDQGUHVRXUFHVDUHZDVWHGLQÀQGLQJ

intentions and actions fall by the wayside

solutions, and even replicating research

and, ultimately, the strategy fails.

and methodology.

A balance is required between

In contrast to crafting strategy,

discussing operations and strateg y

there are only a handful of tools and

execution, and employees need to know

techniques available for executing it.

that execution is constantly on the

Leaders should identify a framework

management’s radar screen. We have

for strategy execution that can be

identified that applying the discipline

applied throughout the organisation.

of constant communication has become

Some common frameworks include the

a best practice among organisations

Implementation Compass™ by Bridges

that achieve excellence in execution.

Business Consultancy Int. and Kaplan

Leaders provide updates on various
issues such as progress against the

The aim is to ‘boil the
pot’ and not to try and
‘boil the ocean’.

objectives, what is working and what
is not, customer feedback, best practices,
lessons learned, milestones achieved, and
strategy deviations.

In contrast to crafting
strategy, there are only
a handful of tools and
techniques available
for executing it. Leaders
should identify a
framework for strategy
execution that can be
applied throughout
the organisation.
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Abandon yesterday
In today’s dynamic business environment, leaders can no longer plan the future as an
extension of yesterday. They must design new strategies and execute them more
frequently than ever before.
The fact is that, in the 1950s, the average tenure of an organisation in the
S&P500 was 61 years, a figure that dropped to 18 years by 2013. In 1985,
35 percent of companies listed on the S&P were considered high risk (risk being
based on the ability to achieve long-term stable earnings growth). This number rose
to a whopping 73 percent in 2006, even prior to the Global Financial Crisis.
By 2006, only 13 percent were considered low risk, compared to 41 percent in
 $V DJRQLVLQJO\ GLIÀFXOW DV LW LV ZH PXVW EH SUHSDUHG WR UHOHDVH WKH SDVW DQG
seize the future. This calls for a resilient operating model that can be adapted,
modified, radically changed or abandoned, in response to a change in strategy.

ENCYCLOPAEDIA BRITANNICA:
SEIZING MARKET OPPORTUNITY THROUGH
CONTINUOUS STRATEGY EVOLUTION

Founded in 1768 in Edinburgh, Scotland, Encyclopaedia
Britannica’s first edition took three years to create. The company
maintained market leadership for over two centuries with little
change in its business model. Business peaked in 1990. Yet in the
last 25 years, Britannica has had to reinvent itself several times
and execute new strategies to survive.
In 1991, people started owning PCs and could buy CD-ROMs.
Encyclopaedia Britannica responded to this change by creating
its first CD-ROM in 1995 for US$1,200. Soon after, Microsoft fought
back with its loss leader pricing strategy by launching Encarta,
its digital multimedia encyclopaedia available in CD-ROM and
later, in DVD format.
Britannica once again found its strategy obsolete. The company
responded by launching Britannica Online in 1995–and then,
Wikipedia arrived in 2001. Britannica was forced to redesign its
business model yet again. Instead of competing with Wikipedia
in terms of content, Britannica decided to focus on the editorial
quality of its online encyclopaedia. Scholars around the
world were engaged to review, revise and refresh content.
The company developed a loyal customer base that was
looking for reliable, quality information–and were willing to pay
for it. Today, 500,000 households subscribe to Britannica Online,
and the digital edition is updated every 20 minutes. Over the
past five years, the company has seen 17 percent compound
annual growth in its digital education services business and a
95 per cent renewal rate.7
Britannica has been successful not only because it responded
rapidly to market changes and reinvented itself, but also
because it successfully executed the changes in a fluid culture,
and abandoned yesterday’s business model.
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To Do or Not to Do
Peter Drucker coined the term ‘purposeful abandonment’ in which he proposed,
´7KH ÀUVW VWHS LQ D JURZWK SROLF\ LV QRW WR GHFLGH ZKHUH DQG KRZ WR JURZ«LW LV WR
decide what to abandon. In order to grow, a business must have a systematic policy
to get rid of the outgrown, the obsolete and the unproductive.”8
Part of achieving excellence in execution is telling people what to stop
doing and empowering them to decide when it is appropriate to kill a project or task.
Everyone has a ‘to do’ list; but one should also be aware of the need for a ‘to stop’ list
of the actions that don’t contribute to the new strategy. When Piyush Gupta launched
the DBS strategy in 2011 he not only explained what had to be done, but also talked
about the businesses that the bank was exiting because they were not aligned with the
new strategy. As CEO of Procter & Gamble, Alan Lafley also turned around the
company by narrowing down its focus to just four core businesses, and simultaneously
creating, “a ‘not-to-do’ list including projects that were driven by technology rather
than customer needs”.9
Creating a ‘to stop’ list involves empowering employees to identify and eliminate
work that has become obsolete or is not adding value. To make this happen, employees
should be encouraged to present the work they want to kill off to their immediate
VXSHUYLVRU DQG WKH OHDGHU RI WKH VSHFLÀF EXVLQHVV :KHQ \RX HPSRZHU \RXU SHRSOH
to stop doing non-value adding work, they become more engaged, they are able to
accomplish more in less time, and you are able to create the right conditions for
achieving excellence in execution.

APPLE’S ‘STOP LIST’

When Steve Jobs retuned to Apple as its CEO in 1997, he made a
dramatic decision that shocked everyone from the frontline to Board
members. He announced he was devoting all company resources
to just four products and was stopping over 70 percent of hardware
and software product development. This involved cancelling over
300 projects. He explained, “We believe in saying ‘no’ to thousands of
projects so that we can really focus on the few that are truly important
and meaningful to us.”10
At the time, Apple was manufacturing dozens of Macintosh desktops,
laptops and servers in a range of variations. The company was also
designing and manufacturing lines of printers, digital cameras and
other ancillary items. Very few of these products were making money.
Jobs’ decision focused the company’s resources on developing only
two consumer desktops and two portables. As a result, there were over
3,000 layoffs and profits sunk.
Explained Jobs, “We are shepherding some of the great assets in the
computer industry. If we want to move forward and see Apple healthy
and prospering again, we have to let go of a few things.”11
The change in strategy was a stroke of brilliance, resulting in Apple’s
turnaround as it allowed the engineers time to design what would sell.

Everyone has a ‘to do’
list; but one should also
be aware of the need
for a ‘to stop’ list of
the actions that don’t
contribute to the
new strategy.
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Review rhythm

Quarterly strategic execution reviews

Tracking and monitoring progress is an integral part of execution. The frequency of

that involve top leaders and invited

execution reviews is a key step in achieving excellence in execution and, unbelievably,

employees. It encapsulates the discussions

most leaders don’t spend enough time reviewing the execution. Our research reveals

and actions from the bi-weekly reviews

that 85 percent of organisations spend less than 10 hours a month discussing

across all the business verticals and

execution.12

provides a summary of the progress being

Conducting regular reviews creates the review rhythm–a pattern and expectation

made across the whole organisation.

that progress is checked. Coupled with the 90-day window to complete a task, this

,W PD\ DOVR LGHQWLI\ ÁDZV LQ WKH VWUDWHJ\

becomes the momentum behind the execution. It tells people that they are going to be

that need to be corrected, and collectively

asked on how they are progressing against the actions they have identified to take

examines the feedback from the bi-

every 90 days, and allows for support and coaching. Organisations that excel in

weekly reviews.

execution tend to broadly adopt the review rhythm outlined below (refer to Figure 1):

Annual leadership reviews are

Weekly reviews, where leaders need to be asking their direct reports every week

a learning opportunity to ref lect on

on what they are doing to contribute to execution.

performance, share best practices and

Bi-weekly reviews across every business vertical to ensure the organisation has

lessons learned, and embed changes.

the discipline and is taking the right actions. It allows for immediate corrective action,

They bring the key players in the

support such as resource allocation, and reinforcement of the right actions.

execution together and is leveraged
to celebrate and share successes.

Make execution planning
part of strategy planning

REVIEW RHYTHM

Leaders are responsible for decoding the
execution challenge by pre-empting and
outlining what needs to be achieved, and

01

02

then guiding the organisation through
the entire implementation journey.
This means that the leaders need to

Weekly
reviews from
immediate boss

Bi-weekly
reviews across
every business
vertical

know what is involved and required even
before execution begins. Roger Martin,
former dean of the Rotman School of
Management at the University of
Toronto, states, “It’s impossible to have
a good strategy poorly executed. That’s
because execution actually is strategy.
Trying to separate the two only leads

03

04

to confusion.”13
Yet, leaders often exclude the execution
plan in their strategy planning because

Quarterly
strategic
execution review

Annual
leadership
review

they’ve been taught how to plan, not how
to execute, and because they sometimes
misjudge what is involved and required.
It is advisable to postpone the launch of
a strategy until one has developed a solid
execution plan. Otherwise leaders find
themselves struggling after the launch:
What do they do first? Where should

FIGURE 1

Source: Bridges Business Consultancy Int.

they allocate resources? Should they
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focus on communicating the new strategy? Do they need to
provide new skills training? Should they put in place new
measures? The uncertainty in being unable to answer these
typical questions breeds discontent and lack of motivation.
That in turn undermines any opportunity for the new strategy

A good strategy well executed
transforms challenging, confusing
and complicated tasks to engaging,
enjoyable and achievable ones.

to gain traction.
Former CEO of GE, Jack Welch, put it succinctly when he
said, “In real life, strategy is actually very straightforward. You
pick a general direction and implement like hell.”14 Yet leaders
need to know how to implement like hell.

Achieving excellence in execution
Taking time to develop your execution plan doesn’t dilute
from strategy planning, as some leaders think, in fact it adds
tremendous long-term value. The enriched conversation among
the leadership results in:
 )XUWKHU GHILQLQJ DQG UHILQLQJ WKH VWUDWHJ\ IRU DOO OHDGHUV
 6WDWLQJ ZKDW QHHGV WR EH GRQH LQ PRUH GHWDLO WR DFKLHYH
excellence in execution
 'HWDLOLQJ WKH H[SHFWHG WLPHOLQH RIH[HFXWLRQ
 &OHDUO\ DUWLFXODWLQJ WKH VWUDWHJ\ RXWFRPHV
 6SHFLI\LQJ LQGLYLGXDO UHVSRQVLELOLWLHV
 6WDUWLQJ WKH LPSOHPHQWDWLRQ MRXUQH\ ZLWK WKH ULJKW
resources and capabilities
 %XLOGLQJ EX\LQ DQG FRQILGHQFH DFURVV WKH RUJDQLVDWLRQ
A good strateg y that is well executed transforms
challenging, confusing and complicated tasks to engaging,
enjoyable and achievable ones. It decodes the ambiguity of
execution, gives everyone focus, and dramatically increases
the odds for success, especially when it is developed with the
same intensity and energy as the strategy itself. It also helps
to demonstrate progress: as tasks are accomplished and
the to-do list shortens, teams begin to energise as they witness
the realisation of long-term goals. Thus excellence in execution
can be a differentiator in business—and the payoff can
be tremendous.

Robin Speculand

is Chief Executive of Bridges Business Consultancy Int. and founder of the
‘Implementation HUB’ portal
The material for this article is extracted from his book ‘Excellence in
Execution–How to Implement Strategy’, due for release in September 2016.
References
1
Ram Charan and Geoffrey Colvin, “Why CEOs Fail. It’s rarely for lack of
smarts or vision. Most unsuccessful CEOs stumble because of one simple,
fatal shortcoming”, Fortune, June 21, 1999.
2
Bridges Business Consultancy Int., “Bridges 10 Years Implementation
Survey Results”.
3
Kathleen M. Eisenhardt and Donald Sull, “Strategy as simple rules”,
Harvard Business Review, January 2001.
4
Hayley Peterson, “7 mistakes that led to McDonald’s downfall”, Business
Insider, May 5, 2015.
5
Sheena S. Iyengar and Mark R. Lepper, “When Choice is Demotivating: Can
One Desire Too Much of a Good Thing?”, Journal of Personality and Social
Psychology, 2000, Vol. 79, No. 6, 995-1006.
6
Robin Speculand, “Bricks to Bridges–Make Your Strategy Come Alive
Paperback”, Litt Lindden Design Associates, 2005.
7
Robin Speculand, “Innovation and Implementation Must Go Hand-in-Hand”,
4Hoteliers.com, May 16, 2014.
8
Jeffrey A. Krames, “Inside Drucker’s Brain”, Portfolio Hardcover, 2008.
9
Scott Keller and Colin Price, “Five Questions That Should Shape Any
Change Program”, Harvard Business Review, December 2, 2011.
10
Adam Lashinsky, “The Cook Doctrine at Apple”, Fortune, January 22, 2009.
11
Brad Stone, “Steve Jobs: The Return, 1997-2011”, Bloomberg Business,
October 7, 2011.
12
Bridges Business Consultancy Int., “Strategy Implementation 2016 Survey
Results”.
13
Roger L. Martin, “Stop Distinguishing Between Execution and Strategy”,
Harvard Business Review, March 13, 2015.
14
Gordon Pearson, “The Rise and Fall of Management: A Brief History of
Practice, Theory and Context”, Gower Publishing Ltd., 2012.

EXECUTIVE BRIEF

Innovation

How large organisations can leverage
the digital advantage for innovation.
By Suraya Sulaiman
and Azim Pawanchik

T

he digital world has permeated our lives in more ways

WUDQVSDUHQF\ WUXVW DQG HPSRZHUPHQW WKH GLJLWDO HFRQRP\ KDV

than we would like to admit. Every day we hear of new apps that

WKH SRWHQWLDO WR WUDQVIRUP EXVLQHVV ODQGVFDSHV DQG PDNH QHZ

promise to make our life better, ranging from delegation of

EXVLQHVVHVIHDVLEOHDQGOXFUDWLYH

personal tasks to guiding us through downtown peak-hour

$V ZH GHOYH GHHSHU LQWR WKH ZKR·V ZKR RI WKH SOD\HUV LQ

WUDIÀF VQDUOV DQG PDQDJLQJ RXU SHUVRQDO EXGJHWV &RPSDQLHV

WKH GLJLWDO HFRQRP\ ZH UHDOLVH WKDW PDQ\ RI WKH RIWTXRWHG

OLNH $LUEQE 8EHU DQG *UDE&DU KDYH FUHDWLYHO\ DQG UDGLFDOO\

FRPSDQLHV LQ WKH GLJLWDO VSDFH EHJDQ OLIH DV VWDUWXSV +DUGO\

FKDQJHG KRZ WKH VHUYLFH LQGXVWU\ RSHUDWHV :H UHDG XVLQJ

HYHU RU QHYHU GR ZH KHDU RI WKLV JHQUH RI FRPSDQLHV HPHUJLQJ

$PD]RQ .LQGOH DQG *RRJOH %RRNV OLVWHQ WR PXVLF VWUHDPHG

IURP D UHVRXUFHULFK RU KLJK PDUNHW FDS SXEOLFO\ OLVWHG

IURP 6SRWLI\ DQG VXEVFULEH WR 1HWIOL[ RU LIOL[ WR ZDWFK RXU

FRPSDQ\ 7KH OHYHOV RI LQYHVWPHQW DQG YDOXDWLRQ WKDW WKHVH

favourite television programmes and movies. And these only

FRPSDQLHVDUHUHFHLYLQJKDYHRXWSDFHGPDQ\RIWKHLUFRPSHWLWRUV

EHJLQWRVFUDWFKWKHVXUIDFHRIZKDW·VDYDLODEOHRXWWKHUH

DQG LQGXVWU\ LQFXPEHQWV %XW VKRXOG WKH GLJLWDO DGYDQWDJH EH

In their book Exponential Organisations, Salim Ismail,

VROHO\ WKH GRPDLQ RI WKH VWDUWXSV DQG XQLFRUQV" $QG ZKDW DUH

<XUL YDQ *HHVW DQG 0LNH 0DORQH GLVFXVV WKH UDSLG FKDQJH

WKH LPSOLFDWLRQV RI WKLV IRU ODUJH FRUSRUDWLRQV DQG LQVWLWXWLRQV"

LQ WHFKQRORJLFDO FDSDELOLWLHV DQG FRPSXWLQJ 7KH\ IRFXV RQ

:KLOH QRW EHLQJ RQHV WR HVSRXVH WKDW ODUJH RUJDQLVDWLRQV

KRZ PXFK QHZ VRIWZDUH KDV EXLOWLQ LQWHOOLJHQW SURFHVVHV WR

VKRXOG EHKDYH OLNH VWDUWXSV ZH FRQVLGHU KRZ WKH\ FDQ

FUHDWH FRQVWDQW LPSURYHPHQWV WKURXJK FRQWLQXRXV IHHGEDFN

EHQHILW IURP LQFXOFDWLQJ WKH G\QDPLVP DQG DJLOLW\ RI VWDUW

KRZWKH,QWHUQHWRI7KLQJVLVFUHDWLQJDQLQIRUPDWLRQFRQQHFWHG

ups to spur innovation and re-invigorate themselves through

nervous system of the world and how everything and anything

embedding digital elements and paradigms in their strategy.

FDQ QRZ EH WUDFNHG PHDVXUHG DQG DFW DV D FDWDO\VW IRU FKDQJH1
0HDQZKLOHDUHFHQWDUWLFOHLQ Forbes talks about how digital
WHFKQRORJ\ LV EULQJLQJ VHDUFK DQG LQIRUPDWLRQ FRVWV FUDVKLQJ

The digital economy: Evolution or
revolution?

GRZQ 4XRWLQJ 5RQDOG &RDVH·V SDSHU RQ ¶7KH 1DWXUH RI WKH

)RUPHU &(2 RI %DUFOD\V $QWRQ\ -HQNLQV UHFHQWO\ GLVFXVVHG

)LUP·  LWDUJXHVWKDWWKHSXUSRVHRIDÀUPLVWRPLQLPLVH

KRZ D VHULHV RI 8EHUVW\OH GLVUXSWLRQV FRXOG LPSDFW WKH EDQNLQJ

WUDQVDFWLRQ FRVWV HVSHFLDOO\ VHDUFK DQG LQIRUPDWLRQ FRVWV2

LQGXVWU\ ´7KH LQFXPEHQWV ULVN EHFRPLQJ PHUHO\ FDSLWDO

7KHUHIRUHFRPELQHGZLWKWKHDELOLW\WRHDVLO\VFDOHXSRSHUDWLRQV

providing utilities that operate in a highly regulated, less

UHDFK D PXFK ODUJHU PDUNHW VHJPHQW DQG ZRUN ZLWK JUHDWHU

SURÀWDEOHHQYLURQPHQWDQGLVDVLWXDWLRQXQOLNHO\WREHWROHUDWHG
by shareholders.” +H ZDV HODERUDWLQJ WKDW WKH QHZ ZDYH RI

Combined with the ability to easily
scale up operations, reach a much
larger market segment, and work
with greater transparency, trust and
empowerment, the digital economy
has the potential to transform
business landscapes and make new
businesses feasible and lucrative.

WHFKVDYY\VWDUWXSVWKDWFDQGRWKLQJVEHWWHUIDVWHUDQGFKHDSHU
than the big banks will disrupt traditional businesses like lending,
SD\PHQWV DQG ZHDOWK PDQDJHPHQW +H ZDUQHG RI WKH LPSHQGLQJ
SUHVVXUH LQFXPEHQW EDQNV IDFH WR LPSOHPHQW QHZ WHFKQRORJLHV
DW WKH VDPH SDFH DV WKHLU QHZ VHW RI ULYDOV 6LPLODU WKRXJKWV
KDYH DOVR VXUIDFHG LQ PDQ\ DUWLFOHV DERXW WKH ¶8EHULVDWLRQ·
RI WKH HFRQRP\ DQG WKH ¶8EHULVDWLRQ· RI HYHU\WKLQJ ZKHUH
YHU\ IHZ VHFWRUV RU LQGXVWULHV DSSHDU VDIH IURP GLVUXSWLRQ4
Asian organisations appear to be well poised to adopt a
GLJLWDO DSSURDFK WR HQJDJLQJ WKHLU HPSOR\HHV FRQVLGHULQJ WKDW
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Asia has the largest population of

not leveraging the masses of talent they

maintaining market position, entering

Internet users in the world. The Digital

KDYHDWWKHLUGLVSRVDO"

D QHZ PDUNHW JDLQLQJ DFFHVV WR XQLTXH

5

(YROXWLRQ ,QGH[ SXEOLVKHG LQ WKH

6RFLDOO\ VW\OHG WRROV ZKLFK

UHVRXUFHVRUPDWHULDOVPHHWLQJUHJXODWRU\

Harvard Business Review FDWHJRULVHV

V\VWHPDWLFDOO\ KDUQHVV LQVLJKWV DQG LGHDV

UHTXLUHPHQWV DFTXLULQJ WDOHQW DQG

6LQJDSRUH +RQJ .RQJ DQG 6RXWK

from within the four walls, should be

HQKDQFLQJ EUDQG YDOXH WR VLPSO\ PHHWLQJ

.RUHD DV ¶6WDQG 2XW· FRXQWULHV DV WKH\

provided to digital-ready employees to

WKH H[SHFWDWLRQV RI GLYHUVH VWDNHKROGHUV

have displayed high levels of digital

FRQWULEXWH DQG EH KHDUG ,QQRYDWLRQ

development in the past and are pegged

PDQDJHPHQW VRIWZDUH VXFK DV WKRVH

WHO IS RESPONSIBLE

WR FRQWLQXH RQ DQ XSZDUG WUDMHFWRU\6

RIIHUHG E\ +\SH DQG 6SLJLW IXQFWLRQ WR

AND ACCOUNTABLE FOR

)ROORZLQJ WKH ¶6WDQG 2XW· FRXQWULHV DUH

VLPXOWDQHRXVO\ GHPRFUDWLVH GHFLVLRQ

INNOVATION?

WKH ¶%UHDN 2XW· FRXQWULHV ZKLFK KDYH

PDNLQJ DQG LQFUHDVH WUDQVSDUHQF\ ERWK

,QQRYDWLRQ FDQ·W EH OHIW WR D IHZ ZLWKLQ

the potential to develop strong digital

RIZKLFKXOWLPDWHO\LPSDFWFXOWXUDOLVVXHV

WKH FRPSDQ\ ,Q WKH SDVW LQQRYDWLRQ

HFRQRPLHV $VLDQ FRXQWULHV LQ WKLV

VXFK DV KLHUDUFK\ DQG VLORV ZLWKLQ WKH

was assumed to be the role of R&D,

FDWHJRU\ LQFOXGH 0DOD\VLD 7KDLODQG

organisation. More importantly, digital

HQJLQHHULQJ RU PDUNHWLQJ 5HFHQW \HDUV

9LHWQDPDQG&KLQD

SODWIRUPV EHFRPH FUXFLDO WR HQKDQFH

KDYH ZLWQHVVHG WKH ULVH RI WKH &KLHI

$VWKHGLJLWDOWVXQDPLLVHPEUDFHGLQ

HPSOR\HH HQJDJHPHQW DWWUDFW WDOHQW DQG

,QQRYDWLRQ 2IILFHU DQG WKH VHWWLQJ XS

WKHSHUVRQDOVSDFHRUJDQLVDWLRQVKRZHYHU

XOWLPDWHO\ LQFUHDVH HPSOR\HH UHWHQWLRQ

of innovation units. This is seen in

VHHP WR ODJ EHKLQG LQ FUHDWLQJ D VLPLODU

6LQJDSRUHDQDQG0DOD\VLDQEDQNVVXFKDV

HFRV\VWHP:KLOHDIHZRUJDQLVDWLRQVPD\

Innovating innovation

'%6 %DQN DQG 0D\EDQN UHVSHFWLYHO\

KDYH WKH ,QWHUQHW RI 7KLQJV LQ SODFH WKH

6KRXOGRUJDQLVDWLRQVZDLWWREH¶8EHULVHG·

as a means of dealing with the threat of

,QWHUQHW RI 7DOHQWV LV FOHDUO\ DEVHQW IURP

EHIRUHWKH\VWDUWORRNLQJIRU QHZ VRXUFHV

)LQWHFK VWDUWXSV DQG WKH ULVH RI

PDQ\ 6LORV³GLYLVLRQDO RU IXQFWLRQDO³

RI JURZWK DQG YDOXH FUHDWLRQ RU VKRXOG

FRPSHWLWLRQIURPFXUUHQWWHFKJLDQWVVXFK

DUH DV VWURQJ DV HYHU +LHUDUFK\ DQG

WKH\ EH VWDUWLQJ QRZ" )XUWKHU GHOD\V

DV $OLEDED·V $OLSD\ 7HQFHQW·V :H%DQN

SRZHU GLVWDQFH VWLOO SUHYDLO DQG UHDOWLPH

FRXOG PHDQ D ORVV RI RSSRUWXQLWLHV DQG

SHUIRUPDQFHWUDFNLQJUHPDLQVREVFXUH

ILUVWPRYHU DGYDQWDJH :H EHOLHYH WKDW

&RQVLGHULQJ WKH UDSLG FKDQJH LQ

RUJDQLVDWLRQV GRQ·W KDYH WR DEDQGRQ

PDUNHW G\QDPLFV RUJDQLVDWLRQV QHHG WR

HYHU\WKLQJ WKDW WKH\ DUH FXUUHQWO\ GRLQJ

FRQVWDQWO\ HQVXUH WKDW WKHLU EXVLQHVVHV

,QVWHDG WKH\ QHHG WR H[SORUH KRZ WKH\

DUH DJLOH HQRXJK WR SURDFWLYHO\ LQQRYDWH

FRXOG KDUYHVW WKH FXUUHQW GLJLWDO

on all fronts. Gone are the days when the

paradigm

strategy team or top management had all

to

the answers. The digitally empowered

LQQRYDWLRQ LWVHOI 2UJDQLVDWLRQV QHHG

organisation of today leverages the

to rethink why they are innovating,

FROOHFWLYH LQWHOOLJHQFH ZLWKLQ WKH HQWLUH

ZKR LV UHVSRQVLEOH DQG DFFRXQWDEOH

FRPSDQ\ WR LGHQWLI\ NH\ DUHDV RI IRFXV

for innovation, where and how they

and seeks out fresh solutions to the

should innovate, and how the innovation

FKDOOHQJHV IDFHG %XW DUH RXU FRPSDQLHV

EXGJHWVKRXOGEHDOORFDWHGDQGPDQDJHG

As the digital tsunami
is embraced in
the personal space,
organisations, however,
seem to lag behind
in creating a similar
ecosystem.

WHY IS THE ORGANISATION

to

find

innovate—in

better

short,

ways

innovate

INNOVATING?
It is a given that an organisation needs
to innovate to ensure sustainable growth,
SURILWDELOLW\ DQG KLJK SHUIRUPDQFH
+RZ LW DFKLHYHV WKLV GHSHQGV RQ WKH
RUJDQLVDWLRQ·V RYHUDOO JRDO RSHUDWLQJ
paradigm and long-term vision. The
UDWLRQDOH IRU LQQRYDWLQJ FDQ UDQJH IURP

Innovation management
software, such as
those offered by Hype
and Spigit, function
to simultaneously
democratise decision
making and increase
transparency, both of
which ultimately impact
cultural issues such
as hierarchy and silos
within the organisation.
More importantly, digital
platforms become
crucial to enhance
employee engagement,
attract talent and
ultimately, increase
employee retention.
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DQG $SSOH 3D\ :KLOH RUJDQLVDWLRQV

WR FDSWXUH FRPSHWLWLYH WKUHDWV DQG

DQG HPSRZHUPHQW EHWZHHQ WKH VHUYLFH

EHQHÀW IURP KDYLQJ FKDPSLRQV ZKR KDYH

LQQRYDWLRQ RSSRUWXQLWLHV IURP DFURVV

SURYLGHUDQGLWVFXVWRPHUV$LUEQEZRUNV

WKH SUHVHQFH DQG SRZHU WR KHOS GULYH

DOO OHYHOV IXQFWLRQV DQG GLYLVLRQV 6LORV

EHFDXVH RI WKH WUXVW WKDW H[LVWV EHWZHHQ

and integrate their innovation strategy,

DQG KLHUDUFKLHV FDQ EH EURNHQ GRZQ DQG

the property owner and the person staying

LQQRYDWLRQ SURFHVV DQG LQQRYDWLRQ

LQQRYDWLYH SHUIRUPDQFH FDQ EH WUDFNHG

in the property. In an organisation too,

FXOWXUH³WKH\DORQHFDQQRWEHUHVSRQVLEOH

DQG UHZDUGHG $QDO\WLFV FDQ EH DSSOLHG

PDQDJHPHQWQHHGVWREXLOGWKHQHFHVVDU\

for driving the entire revitalisation.

WR SUHGLFW ZKLFK DUHD WKH RUJDQLVDWLRQ

WRROV DQG FRPPXQLFDWLRQ FKDQQHOV WR

2QH RI WKH FRUH REMHFWLYHV RI WKHVH

VKRXOG EH IRFXVLQJ RQ 0HDQZKLOH

develop trust and empower employees.

FKDPSLRQV LV WR JHW DV PDQ\ HPSOR\HHV

JDPLILFDWLRQ HOHPHQWV FDQ EH DSSOLHG

Leadership support and trust are

DVSRVVLEOHWRFRQWULEXWHWRLQQRYDWLRQ,Q

to engage users of the digital platform.

FROOHFWLYHO\ GHHPHG WKH PRVW LPSRUWDQW

RXU+5,QQRY$VLDQ5HSRUWDVWXG\

(PSOR\HHV DUH W\SLFDOO\ DOUHDG\ IDPLOLDU

element for employees to be innovative

RI LQQRYDWLRQ SUDFWLFHV ZLWKLQ $VLD ZH

ZLWK WKHVH WRROV DV WKH\ DUH FRQYHUVDQW

LQ WKH ZRUNSODFH 8 $W /RJLFD D 8.

UHYHDOWKDWRQO\SHUFHQWRIUHVSRQGHQWV

ZLWK WKH YDULRXV VRFLDO PHGLD SODWIRUPV

EDVHG ,7 DQG PDQDJHPHQW FRQVXOWDQF\
FRPSDQ\ &(2 $QG\ *UHHQ ODXQFKHG D

IURP ,7 DQG )LQDQFH DQG $FFRXQWLQJ
DQG  SHUFHQW RI UHVSRQGHQWV IURP +5

WHERE SHOULD THE

strongly agree that they are involved in

ORGANISATION INNOVATE?

innovation within their organisation. 

,Q PDQ\ RUJDQLVDWLRQV WKH W\SLFDO IRFXV

0HDQZKLOH D ODFN RI OHDGHUVKLS DQG FOHDU

RI LQQRYDWLRQ HIIRUWV LV LQ WKH FUHDWLRQ RI

GLUHFWLRQ RQ ZKHUH WR LQQRYDWH DUH VHHQ

QHZ VHUYLFHV SURGXFWV RU WHFKQRORJ\

as the biggest barriers to innovation.

:H EHOLHYH WKDW WKH ULVH RI WKH GLJLWDO

:H EHOLHYH WKDW PDQ\ HPSOR\HHV

HFRQRP\ RSHQV XS QHZ DUHDV IRU

do want to be involved in helping

innovation, ranging from innovation

WKHLU FRPSDQLHV LQQRYDWH +RZHYHU WKH

LQ OHDGHUVKLS DQG PDQDJHPHQW +5

FKDOOHQJHOLHVLQJHWWLQJHYHU\RQHLQYROYHG

,7SURFXUHPHQWOHJDODQGHYHQÀQDQFH

LQ WKH LQQRYDWLRQ SURFHVV LQ D FRVW
HIIHFWLYH DQG SURGXFWLYH PDQQHU 7KLV LV
ZKHUH RUJDQLVDWLRQV FDQ WDS WKH GLJLWDO

Leadership and management

readiness of employees by providing

7KH GLJLWDO HFRQRP\ LV QRW DERXW

them with a digital innovation platform

WHFKQRORJ\ DORQH EXW UHOLHV RQ WUXVW

While organisations
benefit from having
champions who have the
presence and power to
help drive and integrate
their innovation strategy,
innovation process and
innovation culture—
they alone cannot be
responsible for driving the
entire revitalisation.

GETTING A LARGER POOL OF INDIVIDUALS INVOLVED IN INNOVATION

Capturing
diverse
innovative
ideas

1
Uncovering
where
innovation
needs to
happen

FIGURE 1

Getting buy-in
and ownership
to adopt
innovative
solutions

2

3
Selecting
the best
ideas to be
prototyped
and scaled

4

5
Managing
innovation
risk and
failures more
effectively
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FRPSDQ\ZLGH LQLWLDWLYH DVVLJQLQJ RQH

LQHQVXULQJWKDWSURFHVVHVDUHLQSODFHWR

ideas to be prototyped. Traditionally,

SHUVRQ IURP HDFK GHSDUWPHQW ILQDQFH

PDQDJHWKHVHH[WHUQDOFROODERUDWLRQV

HPSOR\HHV YLHZ ILQDQFH WKH SXUVH

+5 DQG VR RQ  WR EH DQ ¶LQQRYDWLRQ

7KRPVRQ 5HXWHUV IRU LQVWDQFH

strings of the organisation, as more of a

FDWDO\VW·GRFXPHQWLQJQHZLGHDVGLVFXVVHG

ZDQWHGWRLPSURYHLWV:HERI.QRZOHGJH

KLQGUDQFH WR LQQRYDWLRQ 2IWHQWLPHV

at meetings and following up on them.

RQOLQH WRRO WKURXJK FXVWRPHU

ILQDQFH·V IRFXV RQ FRPSOLDQFH ULVN

GULYHQ SURGXFW LQVLJKWV )RU WKLV LW

UHGXFWLRQ DQG PD[LPLVLQJ VKRUWHU WHUP

WXUQHG WR ,QQRFHQWLYH D FRPSDQ\ WKDW

UHWXUQV VHHPV WR OLPLW DQ RUJDQLVDWLRQ·V

Human resources

FURZGVRXUFHV LQQRYDWLRQ VROXWLRQV WR

DELOLW\WRH[SORUHDQGLQQRYDWH

+5 SOD\V D FULWLFDO UROH LQ PDNLQJ

FUHDWH DQ RSHQ FDOO IRU LGHDV IROORZHG

3URIHVVLRQDO JOREDO DFFRXQWLQJ

LQQRYDWLRQ KDSSHQ DQG GULYLQJ FRPSDQ\

E\ D FKDOOHQJH WR GHYHORS WKH ZLQQLQJ

ERGLHVKDYHEHJXQWRRXWOLQHDQGHGXFDWH

JURZWK $FFRUGLQJ WR D UHSRUW UHOHDVHG

VROXWLRQ 7KH FKDOOHQJH JDUQHUHG RYHU

RQDUDQJHRIDFFRXQWLQJDSSURDFKHVWKDW

E\ WKH :RUOG (FRQRPLF )RUXP ´7DOHQW

 SDUWLFLSDQWV ZLWK DOPRVW 

LQFRUSRUDWH D ZLGHU UDQJH RI ILQDQFLDO

QRW FDSLWDO ZLOO EH WKH NH\ IDFWRU OLQNLQJ

VXEPLVVLRQV7KHZLQQLQJVROXWLRQZKLFK

measures that are pertinent to innovation

LQQRYDWLRQ FRPSHWLWLYHQHVV DQG JURZWK

involved

data

E\ ZD\ RI PHDVXULQJ DQG UHFRJQLVLQJ

LQ WKH VW FHQWXU\µ  It is easy to

visualisation and an elegant app, was

LQWDQJLEOHV ,QWHJUDWHG 5HSRUWLQJ ,5 

XQGHUVWDQG ZK\ +5 LV LQVWUXPHQWDO

WHVWHG VFDOHG DQG LPSOHPHQWHG TXLFNO\

IRU H[DPSOH DLPV WR LPSURYH WKH TXDOLW\

in helping to unleash innovation

without a heavy demand on in-house

RI LQIRUPDWLRQ WKDW FRPSDQLHV SURYLGH

in an organisation. Talent runs an

UHVRXUFHV 7KH EUHDGWK RI WKLV SURMHFW

WR LQYHVWRUV PDNLQJ LW PRUH KROLVWLF

organisation—it is essentially the gears

would not have been possible had

and meaningful.11 :LWK ,5 WKHUH LV DQ

and brains of the organisation. In the

Reuters undertaken the traditional

LQFRUSRUDWLRQ RI LQWDQJLEOHV DQG YDULRXV

InnovAsian study mentioned earlier,

SURFHVVRISURFXULQJVROXWLRQV

NLQGV RI FDSLWDO LQWHOOHFWXDO FDSLWDO

improvements

in

KXPDQ FDSLWDO HWF  LQ DGGLWLRQ WR

 KXPDQ FDSLWDO SUDFWLWLRQHUV LQ WKUHH

MXVW WUDGLWLRQDO ILQDQFLDO FDSLWDO VXFK

FRXQWULHV 6LQJDSRUH 0DOD\VLD DQG
,QGRQHVLD  GLVFORVHG WKDW WKH DUHDV WKH\

Legal

found needed the most urgent innovation

:KLOH WKH OHJDO GHSDUWPHQW SOD\V

$Q H[SDQVLRQ RI WKH UHVSRQVLELOLW\

DUH HPSOR\HU EUDQGLQJ SHUIRUPDQFH

DQ LPSRUWDQW UROH LQ SURWHFWLQJ WKH

RI WKH ILQDQFH GHSDUWPHQW ZRXOG KHOS

PDQDJHPHQW DQG FDUHHU SURJUHVVLRQ

RUJDQLVDWLRQ·V LQWHUQDO LQWHOOHFWXDO

WKH FRPSDQ\ PDQDJH DQG WDNH RQ ULVNV

VXFFHVVLRQ SODQQLQJ +5 WKXV QHHGV WR

SURSHUW\ ,3  LW VKRXOG DOVR ORRN LQWR

in innovation. This would see it set aside

PRYH DZD\ IURP IRFXVLQJ RQ DQ

devising guidelines that would make

funds for prototyping and innovation

administrative role to transitioning to a

LW IHDVLEOH DQG HDV\ WR FROODERUDWH ZLWK

H[SHULPHQWVDVZHOODVRXWOLQHUHDVRQDEOH

PRUH VWUDWHJLF UROH RI GULYLQJ LQQRYDWLRQ

H[WHUQDO SDUWLHV 2JLOY\  0DWKHU RQH

FULWHULD IRU DQ H[SORUDWRU\ LQQRYDWLYH

within the organisation.

of the largest international advertising,

SURMHFW WR REWDLQ SURJUHVVLYH IXQGLQJ

PDUNHWLQJ DQG SXEOLF UHODWLRQV DJHQFLHV

It would also aid staff leading innovation

in the world, set up innovation units in

SURMHFWV WR EXLOG D FOHDUHU DQG PRUH

Supply chain and
procurement

6LQJDSRUH DQG %HLMLQJ LQ  .QRZQ

FRQYLQFLQJ FDVH IRU ERDUGVLQYHVWRUV

DV .1' 2QH.LQG  HDFK LQQRYDWLRQ

with an impartial but not risk-averse

SupSO\ FKDLQ DQG SURFXUHPHQW FDQ

XQLW ZRUNV PRUH FORVHO\ ZLWK H[WHUQDO

YLHZ LQ SURYLGLQJ ULVN SURMHFWLRQV DQG

EH LQYROYHG LQ H[SORULQJ QHZ VXSSOLHUV

SDUWLHV FRLQYHVWV ZLWK LWV FOLHQWV RQ

DFFRXQWLQJRIWKHYDULRXVIRUPVRIUHWXUQ

WKDWFDQVLJQLÀFDQWO\H[SDQGWKHFDSDELOLW\

SURGXFW GHYHORSPHQW DQG VKDUHV ,3 WKDW

on investment in innovation, and not

RI WKH RUJDQLVDWLRQ·V WHFKQRORJLHV RU

KDV EHHQ FUHDWHG +HQFH OHJDO QHHGV

MXVWGLUHFWWUDGLWLRQDOÀQDQFLDOPHWULFV

UHDFK RU KHOS VRXUFH QHZ YDOXH FKDLQ

WR ÀQG ZD\V WR PDNH VXFK FROODERUDWLRQ

partners and ways to develop new

HDVLHUIDVWHUDQGPRUHHIÀFLHQW

VROXWLRQV 3URFXUHPHQW VKRXOG QRW EH

DVSURÀWV LQWKHFRPSDQ\DFFRXQWV

Information technology

IRFXVHG SXUHO\ RQ SURFHGXUHV RU

,7 QRZ IRUPV WKH EDVLF LQIUDVWUXFWXUH

VWUHDPOLQLQJ SURFHVVHV :LWK WKH DGYHQW

Finance

IRU WKH OLQHV RI FRPPXQLFDWLRQ ZLWKLQ

RI RSHQ LQQRYDWLRQ DQG FURZGVRXUFLQJ

7KHÀQDQFHGHSDUWPHQWDOORFDWHVEXGJHWV

any organisation in the same way a

SURFXUHPHQW VKRXOG SOD\ D OHDGLQJ UROH

IRU LQQRYDWLRQ SURMHFWV WR WDNHRII RU

FRXQWU\ GHVLJQV DQG OHQJWKHQV WKH UHDFK
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DQG HIÀFLHQF\ RI LWV URDGV DQG KLJKZD\V

WR WU\ DQG LPSURYH SD\PHQWV VHUYLFHV

stakeholders, empowering them to tap

$ SRZHUIXO IXQFWLRQ ,7 FDQ IDFLOLWDWH

WR FXVWRPHUV &ORVHU WR KRPH 6LQJWHO

into a vast number of ideas that are

innovation in many ways. The role that

through its wholly-owned subsidiary,

relevant to both, business growth

,7 FDQ WDNH RQ LQFOXGHV GHYHORSPHQW

Innov8, has set aside an initial fund of

and sustainability.

DFTXLVLWLRQ DQG GHSOR\PHQW RI SODWIRUPV

6 PLOOLRQ WR IRFXV RQ LQYHVWPHQWV

to make innovation happen better

LQ WHFKQRORJLHV DQG VROXWLRQV WKDW FRXOG

within and outside the organisation, by

SRWHQWLDOO\ OHDG WR TXDQWXP FKDQJHV LQ

HQDEOLQJ PRUH SURGXFWLYH DQG IRFXVHG

QHWZRUN FDSDELOLWLHV QH[W JHQHUDWLRQ

LQWHUQDODQGRUH[WHUQDOFROODERUDWLRQ

GHYLFHV GLJLWDO FRQWHQW VHUYLFHV DQG

7KLV ZRXOG LQFOXGH SURYLGLQJ

HQDEOHUV WR HQKDQFH WKH FXVWRPHU

mobility solutions and platforms that

H[SHULHQFH ,QQRY ZRUNV FORVHO\ ZLWK

ZRUN DFURVV YDULRXV W\SHV RI GHYLFHV

innovators, developers, government

VXFK DV VPDUWSKRQHV DQG ODSWRSV E\

DJHQFLHV5 'ODEVDQGFDSLWDOSURYLGHUV

UHFRJQLVLQJ WKDW WDOHQW LV LQFUHDVLQJO\

WREULQJWKHVHWHFKQRORJLHVDQGVROXWLRQV

LQ GLVSDUDWH ORFDWLRQV 2QWKHJR 

to the various markets where the Singtel

FORXGEDVHG VHUYLFHV FDQ QRZ DOVR EH

*URXS RSHUDWHV $FURVV WKH FDXVHZD\

HPSOR\HG WR PDQDJH ULVNV DQG FRVWV

in Malaysia, Maybank Group embarked,

ZKLOH HQVXULQJ DGHTXDWH UHOLDELOLW\ LQ

MXVWODVW\HDURQDVHDUFKIRUVWDUWXSV

piloting new digital innovation tools or

IURP WKH $6($1 UHJLRQ 7KH VXFFHVVIXO

VHUYLFHV ,Q DGGLWLRQ ,7 SOD\V D FUXFLDO

start-ups will undergo a three-month

UROH LQ KDUQHVVLQJ WKH WHFK FRPPXQLW\

on-boarding and pilot testing phase

in developing new solutions as

within the Group that is intended to

well as spearheading manageable,

validate the feasibility of adoption and

ORZHUULVNSLORWSURMHFWVIRUSURWRW\SLQJ

implementation of their ideas.

HOW SHOULD THE
ORGANISATION INNOVATE?

The destination, not the
journey

7KH IDPLOLDU DSSURDFK IRU ODUJH

:HDUHQRWVRVXUHLIGLVUXSWLYHWHFKQRORJ\

organisations to innovate is to build

DOORZV EXVLQHVVHV WKH OX[XU\ RI HQMR\LQJ

SURSULHWDU\ FDSDELOLWLHV ZLWKLQ WKH

WKH MRXUQH\ UDWKHU WKDQ WKH GHVWLQDWLRQ

RUJDQLVDWLRQ +RZHYHU ZLWK WKH DGYHQW

WR TXRWH 5DOSK :DOGR (PHUVRQ ,W·V

of platforms and tools, innovation

SUREDEO\PRUHRID¶IDVWHQ\RXUVHDWEHOWV·

FDQ EH RSHQHG WR WKH RXWVLGH ZRUOG WR

PRPHQW7KHGLJLWDOHFRQRP\FRQWLQXHVWR

DOORZ D IUHVK LQMHFWLRQ RI LGHDV IURP D

JURZUDSLGO\LQWDQGHPZLWKWKHHFRQRPLF

YDULHG FRKRUW 2SHQ LQQRYDWLRQ DQG

ODQGVFDSH LQ ZKLFK EXVLQHVVHV RSHUDWH

FROODERUDWLYH LQQRYDWLRQ DUH QHZ

DQGLQPDQ\FDVHVLWLVLQGHHGVKDSLQJWKH

SUDFWLFHV WKDW FDQ EH DGRSWHG E\

HFRQRPLF ODQGVFDSH 0DQ\ RUJDQLVDWLRQV

organisations. The key is to prepare the

run the risk of being disrupted and

VWUXFWXUH SURFXUHPHQW SROLFLHV OHJDO

ORVLQJ WKHLU FRPSHWLWLYH HGJH VKRXOG

IUDPHZRUNV HWF  DQG PLQGVHW RI WKH

WKH\ PDLQWDLQ H[LVWLQJ WUDGLWLRQDO

SHRSOH WR EH DEOH WR DVVLPLODWH VXFK

PHWKRGV RI FRQGXFWLQJ EXVLQHVV

LQQRYDWLRQ DQG WKHQ ODXQFK LW TXLFNO\

7KLV FKDOOHQJH VKRXOG WKXV EH VHHQ

2I ODWH WKH EDQNLQJ VHFWRU KDV

DV DQ RSSRUWXQLW\ WR H[SORUH QHZ

DGRSWHG WKLV LQ D ELJ ZD\ %DUFOD\V

areas of growth. Adopting the digital

has begun sponsoring start-ups and

SDUDGLJP DQG WKH ¶8EHULVDWLRQ·

ZRUNLQJ ZLWK EORFNFKDLQ WHFKQRORJ\³

FRQFHSW ZLOO HQDEOH RUJDQLVDWLRQV WR

WKH WHFKQRORJ\ WKDW XQGHUSLQV %LWFRLQ³

H[SDQG WKHLU HQJDJHPHQW ZLWK DOO
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EXECUTIVE BRIEF

The
Frugal
Innovator

Creating
Change
on a
Shoestring
Budget
By Charles Leadbeater

The world needs innovation that
is lean, simple, clean and social.

W

hen we think of innovation,

frugal innovators the opportunity to

Apple Inc. is one company that immediately

think radically and challenge conventional

comes to mind. Its products are viewed as

wisdom in providing socially beneficial

the epitome of Silicon Valley design-led

solutions.

innovation. When I look at an iPhone, it

This article provides an insight into

talks to me, “You may be balding, middle-

what promises to become a worldwide

aged and old-fashioned, but if you buy

movement as large companies in developed

me, you will look cool!” Companies like

economies start attuning themselves to

Apple look at innovation as a competitive

learn from entrepreneurs in the developing

undertaking, using new technologies

world, who are coming up with uncommon

and unfettered original ideas to open up

solutions to common challenges.

new needs and markets, and realise their
is certainly a powerful way to innovate,

Impetus to frugal
innovation

innovation doesn’t always come from pure

This kind of bottom-of-the-pyramid

freedom and blue ocean opportunities.

innovation is seen more in developing

limitless market possibilities. While this

New, powerful solutions can arise

countries, where teeming millions are

out of limitations, tensions and

ORRNLQJWRIXOÀOWKHLUPRVWEDVLFDPHQLWLHV

conflicts. Frugal innovation is one

DQG ÀQG D OLYHOLKRRG WR PDNH HQGV PHHW

such model that thrives on constraints,

The combination of rising aspirations and

creating timely and relevant solutions

tight constraints leads to frustration, which

for socio-economic challenges that

in turn is the motivation for innovation.

plague the world today. These solutions

Frugal innovation creates better

make optimal use of limited resources

outcomes for more people, while using

to create better, more successful and

fewer resources, by developing out-of-

sustainable ways to live. Be it the provision

the-box solutions for social and economic

of clean water, energy, affordable

problems. One of the key characteristics

housing, healthcare or basic education,

of frugal innovators whom I have worked

resource scarcity and rising costs give

with is their ability to use the constraints

The combination of
rising aspirations and
tight constraints leads
to frustration, which in
turn is the motivation for
innovation.
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THE STRAWBERRY EFFECT

In 1995, Madhav Chavan started a movement called Pratham (which means ‘first’ in Hindi), an NGO
that provides pre-school education to children living in the slums in India. Chavan tackled two major
constraints of space and talent by creatively drawing on community resources. Under Pratham’s Balwadi
(pre-school) programme, groups of children gather in a local temple, under a tree, or in the home of
an instructor, and engage in basic skills-building such as numbers, shapes, colours, stories, poems and
songs. There is no rent expense, the location is conveniently situated in the neighbourhood, and learning
materials are provided by Pratham.
The teachers also come from the community—young local women who have completed their
secondary education are trained in 12 half-day sessions (not too lengthy or expensive) to set up and
run the Balwadis. The women are eager to work as teaching is seen as a vital route to independence
and social mobility. They recruit the children and charge a nominal fee of about 7 to 15 cents to cover
their costs, which is affordable and agreeable to the families.
The simplicity and localisation of Chavan’s model makes it easy to
replicate and widen its reach. Much like the strawberry plant that puts
down its roots as its grows and draws its resources from different parts of
the soil, Pratham’s Balwadis also draw resources (teachers, materials,
location) from where they are, rather than depending on a centralised
resource point. In effect, the Balwadi system taps into the lean
principles of decentralisation and embraces efficient resource use—the
idea being to make do with whatever resources are available.
An evaluation of Pratham’s work shows that the model has
had a remarkable effect on improving continued education
and achievement than, say, the presence of computers
and technology.

that they face as a means for advancement, rather than seeing them

UHOLHG RQ D VNLOOHG \HW ÁH[LEOH ZRUNIRUFH MXVWLQWLPH LQYHQWRU\

as hurdles and hindrances. ‘Re’-thinking doesn’t always mean

PDQDJHPHQWDQGÁH[LEOHPDFKLQHU\

coming up with a brand new idea or invention that is

Today, some of the most interesting and innovative

resource-intensive and costly. It can be achieved through modest

solutions to emerging market healthcare needs are derived

systems that recycle, reuse, repurpose and remediate. Frugal

from lean manufacturing solutions. The Narayana Health (NH)

innovators follow four common design principles to create these

hospitals in India are a case in point. Launched in 2000 by

solutions: lean, simple, clean and social.

cardiac surgeon Devi Shetty, NH’s mission was ‘to provide high
quality, affordable healthcare services to the broader population

Lean: Minimising waste

in India’,1 NH today spans a network of 57 facilities with

Frugal solutions tend to be lean in the traditional sense. Toyota is

5,600 operational beds, where doctors perform cardiac

a classic example of a company that had to reinvent its production

surgeries (among other procedures) at a fraction of the cost

model in the face of tight constraints. In 1949, Toyota was a

available in India or elsewhere in the world. A heart operation at

ÁHGJOLQJ DQG IUDJLOH FRPSDQ\ SURGXFLQJ D IHZ WKRXVDQG FDUV D

NH costs between US$2,000 and US$5,000, as compared to

year, compared to Ford and General Motors in Detroit, that were

US$20,000 to US$100,000 in the United States.

rolling out millions off the production lines. As one of the smallest

NH applies the disciplines of lean manufacturing and total

FDU PDNHUV LQ WKH ZRUOG 7R\RWD KDG WR ÀQG D ZD\ RI ZRUNLQJ

quality management to drive continual, incremental improvements

in small batches, which led it to pioneer lean techniques that

in performance. While the quality of care is maintained,
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It takes a lot of good
design thinking and
saying “no” to come
up with a simple, yet
effective and innovative,
solution.

costs are kept low by cutting out expensive and cumbersome procedures, relying on
GLJLWDO;UD\VUDWKHUWKDQWKHPRUHKLJKSULFHGÀOPVDQGPD[LPLVLQJXVDJHRIODERUDWRU\
machines, X-rays and scanners.
0XFKOLNHD-DSDQHVHFDUIDFWRU\1+LVPRGHOOHGRQDFRQWLQXRXVÁRZSURFHVV$ERXW
24 open-heart surgeries and 35 bypass operations are conducted daily, more than eight
WLPHV WKH ,QGLDQ DYHUDJH (IÀFLHQF\ OHYHOV DUH PDLQWDLQHG DV SDWLHQWV DUH VHDPOHVVO\
streamed in and out of operation theatres with surgeons focusing only on the surgery
and leaving other staff to complete the paperwork and prepare patients for pre- and
post-operative care.
7KHVRFLDOPLVVLRQKHOSVWRPRWLYDWHGRFWRUVZKRGRDEHWWHUMREUHJDUGOHVVRIWKHLU
FRPSHQVDWLRQ²WKH\DUHSDLGDÀ[HGVDODU\VRWKHDYHUDJHFRVWVIDOOZKHQDGRFWRUSHUIRUPV
more procedures. Through a hybrid pricing model and cross-subsidisation, NH is able
to offset the losses incurred from treating those that cannot afford the procedures. By
creatively weaving in keen pricing strategies with low-cost lean techniques and economies
of scale, Shetty has created a business that makes money, while offering superior quality
services to the poor population of India at a highly subsidised price.
Another example of lean platform innovation is the U.S.-based Udacity, an online
teaching start-up that offers vocational training in software skills such as mobile
programming, data analysis and web development. Udacity’s business model aims to
widen access to education while lowering costs. Through massive open online courses,
known as MOOCs, Udacity reaches out to tens of thousands of students who learn from
a single teacher. It offers certified ‘nano degrees’ for discrete, highly structured
professional courses that develop skills which are in high demand in the IT
industry. The nano degrees cost US$200 a month and Udacity’s cost per student is
a mere 62 cents.

Simple: Easy to use and replicable
Another characteristic of frugal innovators is that they take great care to ensure that their
design solutions are simple. To maintain simplicity, one has to think upfront what features
are most important–giving people what they most want–and understanding what can be
reduced or hidden. Cluttering a solution with extraneous features adds to the cost without
delivering substantial additional value to the user. When innovation takes place in the
absence of stringent resource constraints, the easiest way to build a new solution is to
add some stuff, and then add some more stuff, and before you know it, you have quite
a complicated solution because you are innovating in an ad hoc way. In fact, it takes a
lot of good design thinking and saying “no” to come up with a simple, yet effective and
innovative, solution.
An example of simple innovation can be seen in ‘Échale! a tu Casa’ (‘let’s build a house’),
a movement that aims to tackle Mexico’s housing problem for the base of the pyramid,
through assisted self-building housing options for and by the community. The
programme offers each participating family all the necessary materials and training to build
DWZREHGURRPKRPHIRUWKHPVHOYHVFRPELQHGZLWKORZFRVWÀQDQFLQJRSWLRQV
A key innovation that allows the self-build programme to work effectively and cheaply–
and moreover keeps it simple–is the invention of an earth block brickmaking machine.
7KHPDFKLQHLVVPDOOHQRXJKWRÀWLQDWUXFNDQGFDQEHGULYHQDQGXQORDGHGDWWKHSODFH
where the houses are to be built. The mechanics are simple: ordinary dirt (as opposed
to cement) is shovelled into the machine along with some sand and water. The dirt is
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come out at the other end. The bricks take a couple of days to dry before they can be used

Clean: Recycling,
restoring and renewing

for house-building (refer to Figure 1). Typically, a village can produce enough bricks in

Even as people in the developed world

three days to build ten two-room houses.

worry about the impact of climate change,

formed into moulds using a gas-powered compression system. A lever is pulled and bricks

The earth block brick making machine is an excellent example of a simple product

many more in the developing world worry

which is intuitive to use and is being put to a social cause. It provides a cheap and easy

about gaining access to the most basic of

solution using a free raw material for villagers who would otherwise be unable to afford

amenities, such as electricity and water. For

EULFNVIURPWKHPDUNHW7KLVVLPSOLVWLFVROXWLRQZKLFKPD\VHHPPDUJLQDODWÀUVWKHOSV

these societies, life shuts down at sunset

tackle one of the biggest basic problems that cities all over the world face today.

and the digital world seems a distant dream.

While mud bricks may not endure in the humid climate of Southeast Asia, another

While the industrial era seems to have

‘simple’ initiative is seen in the Philippines–‘8990’ is a low-cost housing initiative started

bypassed these millions of people, the old

in 2002 by a group of builders who wanted to do something for society. Its business

systems that use non-renewable energy
sources are now seen as costly, cumbersome
and environmentally damaging.

Earth Block Brick Production Machine

So the innovation challenge is to
provide cheap and clean electricity to
the hundreds of millions in the poorest
SDUWV RI WKH ZRUOG²E\ GHÀQLWLRQ LW FDOOV
for frugal innovation. One of the most
instructive solutions is found in India,
where 480 million people lack reliable
access to electricity. Husk Power Systems
(HPS), the brainchild of Indian engineer
Gyanesh Pandey, creates mini-utilities

QUALITY STRUCTURES

that serve a group of villages using a mini
power plant powered by discarded husks
from rice production. A single mini power

BRICK

plant is capable of delivering electricity to
DIRT

hundreds of homes for six to eight hours a
day, which is adequate to power light bulbs,
fans, refrigerators, televisions and charge
mobile phones. The cost per household is
US$2 to US$4 per month.

FIGURE 1

Source: Dwell Earth

HPS leverages principles of frugal
innovation, namely to reinvent, recycle

model is based on a pre-cast technology whereby a single house is ‘clicked’ together and

and reuse resources, technologies and

EXLOWLQMXVWHLJKWWRWHQGD\V7KHEXLOGLQJSURMHFWKDVORZPDWHULDOVDQGODERXUFRVWDQG

ideas. Using recycled material to power

high quality control. Much like ¡Échale!, the 8990 initiative is also a complete housing

a recycled technology, HPS’ installation

VROXWLRQDGDSWHGRQWKHEDVLVRIORFDOO\DYDLODEOHUHVRXUFHVDQGLQFOXGHVODQGÀQDQFLQJ

costs less than half that of other

building design and materials. In 2013, 8990 was listed on the Philippine Stock Exchange.

renewable power systems. HPS is truly

Simplicity in innovation can also extend to sectors that are often seen as complex,

an example of how a lean, simple and

VXFK DV ÀQDQFLDO VHUYLFHV .HQ\D·V 03HVD RQH RI WKH ODUJHVW PRELOHHQDEOHG PRQH\

HIÀFLHQWV\VWHPFDQDOVREHFOHDQ

transfer systems in the world today, works on simple, user-friendly principles. Registering

In yet another example, in the early

for the service on a mobile phone takes all of 30 seconds, and the money transfer takes

1960s, Singapore’s survival was threatened

EXWDQRWKHUPLQXWH7KLVLQQRYDWLRQKDVSURYHGXVHIXOQRWMXVWIRUWKHSRRUSHRSOHRI.HQ\D

by water shortages of the kind that now

EXWIRUDOO.HQ\DQV

overshadows many cities of the world.
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I have found that ‘with’
solutions are often
more powerful, efficient,
effective and innovative.

Social: Shared solutions
and experiences

alone are not sufficient, we need social

Frugal innovation systems are social

community, for the community. Like

because they mobilise communities and

others I have cited, this solution too

create value through empowerment and

illustrated the simple qualities inherent

HIÀFLHQF\ $Q H[DPSOH LV VHHQ LQ 6RXWK

in frugal solutions.

solutions–those developed by the

Africa, where the HIV virus continues to

I have found that ‘with’ solutions are

plague the health of women and that of

RIWHQPRUHSRZHUIXOHIÀFLHQWHIIHFWLYHDQG

society. In 2009, 300,000 women were

innovative. The more social the innovation,

diagnosed to be HIV+. In Europe and the

the more efficient it is and the social

As the economy grew and the land

U.S., one child is born HIV+ everyday,

dividend generated from it engendered

traditionally taken up for clean water

compared to 1,100 in Africa. Thanks to

EHQHÀWV EH\RQG WKH HFRQRPLF &RQYLYLDO

catchment on the small island became

medical advances, the treatment of HIV

technologies generate wider, more lasting

commercially more valuable, the country’s

is now available to pregnant women and

and multiplying benefits. They produce

water infrastructure was unable to keep up

there are drugs that can prevent the

a greater dividend through trust, sharing

with the demand. Singapore went through

transmission of the virus to the baby. So

DQG UHODWLRQVKLSV DQG JHQHUDWH QRW MXVW

three phases of clean solutions to ease

Mitch Besser, an American HIV specialist,

efficient transactions, but also positive

WKH ZDWHU FULVLV 7KH ÀUVW VWUDWHJ\ ZDV WR

was puzzled why mothers in South Africa

H[WHUQDOLWLHV DQG EURDGHU VRFLDO EHQHÀW

focus on rainwater whereby the entire city-

would not take the drugs they needed

state was turned into a water catchment

to extend their own lives and save their

The frugal recipe

system feeding rainwater into a network of

babies from the virus. It became clear

At the core of frugal innovation are the

localised reservoirs and tanks hidden

that the social stigma associated

four linked design principles; lean,

beneath school playgrounds and expressway

with AIDS was so great that they would

simple, clean and social. Through years

Á\RYHUVDOOFRQQHFWHGWKURXJKDFRPSXWHU

not opt for treatment.

of trial and error and experimentation,

controlled system of tunnels and pipes.

The problem was thus a social one–you

frugal innovators have proved to the

The second phase was NEWater–a

cannot deliver a solution to a mother with

world that simple, shared, social solutions

strategy launched in 2002 to recycle

HIV the way that DHL delivers a parcel to

FDQ ZRUN DQG FDQ EH SURÀWDEOH 0RYLQJ

industrial water. Within ten years,

your door. Besser came up with a simple

forward, these principles should be

NEWater was fulfilling 30 percent of

solution: Mothers-2-Mothers (M2M)

at the heart of innovation. Agreeably,

Singapore’s water demand, halving the

used a mentoring system through which

frugal innovation will not be the only

QHHG IRU UHVHUYRLU FDSDFLW\ $QG ÀQDOO\

HIV+ mothers-to-be were offered support

approach to innovation in the future.

tapping into its abundance of seawater,

by another mother who was also HIV+.

But it will become increasingly more

the country also invested in one of the

The mentor mothers offered emotional

important because it offers a way to

world’s most sophisticated desalination

support, practical tips and social know-

create a successful, inclusive and

plants, which uses reverse osmosis

how, and helped the newly diagnosed

sustainable world. Make no mistake:

technologies that allow fresh water to

FRSH ZLWK VRFLHWDO SUHMXGLFHV 7KH 00

the frugal wave is coming. It is time to

be produced at low temperatures, with

case shows that sometimes medical,

start learning how to surf it.

minimal energy and limited side-effects.

scientific and economic solutions

Charles Leadbeater

is an author and leading authority on innovation
and creativity
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Singapore’s
Vision of a

mart
ation

Thinking big, starting small and scaling fast.

W

ith a population of 5.4 million and land area of 718 square kilometres,

94 percent of Singapore’s population live in high-rise apartments, of which, 82 percent
dwell in public housing.1 As an ultra-dense city-state, effective and innovative urban
development is a social and economic imperative intricately intertwined with Singapore’s
competitiveness and quality of life. Harnessing information and communications
technology (ICT) is not only essential to achieving this, but also serves as a template
for answering some of the global challenges faced by urban centres around the
world–particularly in regard to economic development, social cohesion, better city
administration and infrastructure management.
Governments around the world are recognising the opportunities and benefits
associated with smart city initiatives as a means to address denser, more diverse and
growing urban populations. Singapore is unique in that it has been engaged in what
could be considered ‘smart city initiatives’ since the 1980s. Its smart nation model places
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Governments around the world are recognising the
opportunities and benefits associated with smart
city initiatives as a means to address denser, more
diverse and growing urban populations.

78

people at the centre of four enablers:

the country as a leading global city with a corresponding high quality of life, by effectively

governance, manpower, partnerships and

formulating and executing new smart city initiatives.

technology. Lessons from Singapore’s
experience in national ICT planning, as well

6LQJDSRUH·V6PDUW1DWLRQSODWIRUP

as its current endeavours to create a smart

7KH ÀUVW QDWLRQDO ,7 SODQ ZDV IRUPXODWHG LQ  6LQFH WKHQ VL[ PDVWHU SODQV KDYH

nation, may serve as important guidelines

been executed to bring Singapore closer to achieving its vision of becoming an

for urban policymakers and practitioners

‘intelligent island’. The 1980 inaugural infocomm master plan focused largely on a

in countries and cities around the world.

national computerisation programme for government agencies. Subsequent programmes
concentrated on extending computerisation and connectivity to the private sector, while

What is a smart city?

also connecting people–and the island itself–to the broader world. These programmes

There are many interpretations of a

EURXJKW VLJQLÀFDQW HFRQRPLF EHQHÀWV DQG JDLQV LQ WKH HIÀFLHQF\ RI VHUYLFH GHOLYHU\

smart city. The European Commission

In 2015, the government announced the ‘Smart Nation Initiative’ with an aim to see

articulates a smart city to be a “…place

6LQJDSRUH EHFRPH WKH ZRUOG·V ÀUVW VPDUW QDWLRQ E\  DQG DOVR IXUWKHU HQKDQFH

where the traditional networks and

networked computerisation capabilities in order to remain globally competitive.

VHUYLFHV DUH PDGH PRUH HIÀFLHQW ZLWK WKH

Singapore’s notion of a smart nation is based on its ability to gather data, interpret it,

use of digital and telecommunication

glean insights and then translate those insights into meaningful action. The Smart Nation

technologies, for the benefit of its

Platform (SNP), spearheaded by the Infocomm Development Authority (IDA), Singapore’s

inhabitants and businesses...The smart

ICT development agency and regulator, is thus built around three focus areas: Connect,

city concept goes beyond the use

Collect, and Comprehend (refer to Figure 1). It will further enhance Singapore’s

of ICT for better resource use and

capabilities in pervasive connectivity by building new and scalable infrastructure

less emissions. It means smarter

along with common technical architecture to support a smart nation ecosystem. 3

urban transport networks, upgraded

The plan includes developing a Smart Nation Operating System (SN-OS), which

water supply and waste disposal facilities,

can be thought of as being equivalent to a computer operating system. It seeks to

DQG PRUH HIÀFLHQW ZD\V WR OLJKW DQG KHDW
buildings. And it also encompasses a
more interactive and responsive city
administration, safer public spaces

SINGAPORE’S SMART NATION PROGRAMME

and meeting the needs of an ageing
population...In smart cities, digital
technologies translate into better public
services for citizens, better use of resources

ENHANCED SERVICES

and less impact on the environment.”2

Anticipatory Services
Empowered Citizens

Smart cities require a certain level
CREATE

of sophistication in ICT infrastructure,

Improving citizens’ lives

standardised network processes, and
stakeholders. A fundamental pillar of
building any smart city is intelligent
and integrated city planning, where
technology is incorporated into a

OPERATING
SYSTEM

shared goals amongst public and private

Companies,
agencies can act
on the data to
improve services

COMPREHEND
Data-sharing and integrated
situational awareness platforms

COLLECT

Better situational
awareness
through better
real-time data

Data throught Mesh of Sensors
nationwide

city’s physical, social and business
infrastructure. This requires strong

CONNECT

alignment among stakeholders, which

Providing connectivity to sensors
t/BUJPOXJEF#SPBECBOE/FUXPSL
t"CPWF(SPVOE#PYt8JSFMFTT!4(
t)FU/FU5FDIOPMPHJFT

may be contingent, in many cases, on

Wider availability
of connectivity to
catalyse sensor
department

long-term political will. The Singapore
approach underscores the importance of
the government taking the lead to position

FIGURE 1

Source: IDA Singapore, Media Fact Sheet: Smart Nation Platform. April 2015.
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Singapore’s notion of a
smart nation is based
on its ability to gather
data, interpret it, glean
insights and then
translate those insights
into meaningful action.

connect sub-systems of the nation to

and also understand and check its relative

facilitate the creation of an integrated

quality through a set of Data Quality

common picture for better situational

Metrics. To enhance the bandwidth

awareness. For example, given Singapore’s

for the DaaS pilot, IDA has signed a

growing ageing population, SN-OS aims

Memorandum of Intent with Amazon

to implement user-friendly sensors in

Web Services (AWS) to provide

the homes of the elderly. Caregivers and

cloud computing services to the first

healthcare providers can then monitor

25 data providers when they sign

the aged and respond better, given

on to the pilot via AWS.6 SNP thus aims

the advanced knowledge captured by

to leverage Big Data analytics.
Some examples include data-driven

the system.
A fundamental prong of the SNP is

smart nation applications in healthcare,

the development of better situational

such as the management of hospital

awareness through real-time data

bed shortages and availability of patient

collection and efficient sharing of

transportation. Another major initiative

collected sensor data. In October 2014,

called ‘Virtual Singapore’ aims to

the Singapore government announced

develop an integrated three dimensional

that around 1,000 sensors would be

map of Singapore enriched with layers

installed throughout the island to track

of data about buildings, land and the

anything from air quality and water levels

environment that is publicly available

to public safety. The sensors connect to

and compatible with the SN-OS. 7 Rich

Aggregation Gateway boxes that will be

geo-spatial data such as this could have

LQVWDOOHG DW WUDIÀF LQWHUVHFWLRQV SDUNV RU

QXPHURXV EHQHÀWV WR ERWK JRYHUQPHQWV

bus stops, which will then send the data

and businesses. For example, urban

from surveillance cameras or air quality

areas could be better designed to capture

sensors back to government agencies

air currents that would keep outdoor

for analysis.

spaces more comfortable in Singapore’s

In that same month, the IDA

hot tropical climate, and businesses

launched the Data-as-a-Service (DaaS)

could better plan their locations based

pilot to connect data users with private

on people flows. However, the most

data providers in order to enrich the

profound innovations are yet to be realised.

data ecosystem. According to Steve
Leonard, Deputy Chairman of IDA:

7KHSLORWLQLWLDWLYH

“To tackle difficult urban challenges in

In collaboration with numerous planning,

areas such as healthcare and energy, we

development, land-use and transport

need to capture and analyse massive

agencies, regulators and statutory boards,

amounts of data, and use that situational

the IDA has launched the Jurong Lake

awareness to take meaningful actions…

District (JLD) smart township pilot

Our goal is to challenge ourselves to keep

initiative. Located in the western region

finding new ways to better use data to

of Singapore with a population of about

serve citizens of all ages.”4 In Leonard’s

one million, the JLD will serve as a live

view, “We cannot have a smart nation

test bed for smart applications that would

unless we can find ways to use data

eventually be scaled up to a national level.

innovatively.”

5

Recognising that, faced with resource

Data providers can now participate

constraints, city managers will have to

in the DaaS pilot to increase the public

rely on a larger suite of tools to

visibility and availability of their datasets,

monitor the environment and enforce
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public safety, one JLD pilot project

between public and private entities will be

investments in computing infrastructure.

includes the capture and sharing of

essential for this to work.

Such capabilities include an extensive and

real-time environmental information

continuously developed IT infrastructure,

Ensuring a successful
smart city transformation

competencies in identifying and

and air quality. This then feeds into an
automated system that can, for example,

6LQJDSRUH KDV LGHQWLÀHG ÀYH NH\ IDFWRUV

services, and continued investment in

in conjunction with advanced video

for a successful smart city transformation.

developing the IT capabilities of both

such as temperature, relative humidity

sensing technologies, detect people
smoking in prohibited areas.

SURYLGLQJ HIÀFLHQW LQWHJUDWHG HOHFWURQLF

service providers and users throughout
DYNAMIC GOVERNANCE

Singapore. On IT infrastructure,

While caring for the elderly is

Dynamic governance is defined as, “a

the World Economic Forum ranks

a societal goal, it is an increasingly

governance system’s ability to remain

Singapore as one of the most network-ready

expensive proposition. Moving away

relevant and effective by continuing to

countries in the world.

from a model centred around regular

change, innovate and adapt to new and

physician visits to one in which the

emerging needs in a changing environment.

MANPOWER

elderly can be monitored, consulted

The capacity and capabilities to change, in

The IT infrastructure and networks

or even treated in their homes has

short, dynamic governance, are crucial

would have been inconsequential

SURPLVLQJ ÀQDQFLDO RXWFRPHV WKDW PDNH

for sustained and sustainable growth and

without the skills to quickly build and

better use of resources with increasing

e-development.”

apply IT solutions. The foundation for

8

benefits to society. Scheduling regular

Three critical governance capabilities

‘soft infrastructure’ or IT manpower

physician visits is often not needed, and

are necessary for considering major

was firmly established in the earlier

clogs the offices of healthcare workers.

policy issues and taking effective action:

ICT Masterplans. Literacy, including

In addition, it is often inconvenient and

“First, thinking ahead—the ability to

a high emphasis on computer-based skills

costly for patients and their family

perceive

future

education, helps prepare students for the

members. The Smart Elderly Monitoring

developments that may affect a nation

digital economy and future employment.

and Alert System (SEMAS) is thus

in order to remain relevant to the

Accompanying the involvement of the

another initiative, which allows caregivers

world; second, thinking again—the

FRPPXQLW\JURXSVDQGVFKRROVVLJQLÀFDQW

to remotely watch over the elderly

ability and willingness to rethink

investments were also made to support

by providing non-intrusive regular

and remake currently functioning

specific adoption programmes among

monitoring through in-home sensors

policies so that they perform better;

low-income households and late adopters

that collect and compare data on the

and third, thinking across—the ability

of ICT. 10

elderly person’s routine based on a

and openness to cross boundaries to

SUHVHW SURÀOH :KHQ WKH V\VWHP GHWHFWV

learn from the experience of others so

PARTNERSHIPS

GHYLDWLRQV IURP WKH SURÀOH IRU H[DPSOH

that new ideas and concepts may be

Given the SNP’s scope, complexity and

when the elderly person suffers a fall and

introduced into an institution.”9

pervasiveness in its impact on every strata

early

signals

of

is unable to get up, SEMAS will notify

This mantra of thinking is further

of society, multi-government agencies

the caregiver. This reduces the need for

expanded by Singapore’s smart city

and public-private sector collaborations

costly and unnecessary physician visits.

initiative, which propagates the notion of

are essential to its success. Singapore

In the broader area of healthcare,

anticipatory governance. For example, the

has established a network of inter-

patients will no longer be required

government can manage change through

organisational IT expertise across

to visit clinics and hospitals for minor tests

intelligent decision-making supported

both the government and private

and monitoring. Rather, the monitoring

by ‘smart’ data gathered through its

sector. The collaboration of various

can be done continuously from home via

position at the centre of the information

experts has helped achieve a build-

smart devices that can measure blood

ecosystem.

up of technological capability in
Singapore with technology transfer from

pressure, heart rate or other vitals and
send the statistics to doctors using mobile

TECHNOLOGY

its partners. Such collaboration is

technology. This also allows patients to

Singapore developed its IT capabilities

important in helping to bring IT

consult doctors remotely. Collaboration

over several decades through strategic

expertise to the next level.

Vol.3/Asian Management Insights

Partnerships are formed through
formal

contracting

and

mutual

‘tripartite collaboration’ model ensures that all key stakeholders in the value-chain
are engaged in the process of realising desired outcomes.

dependency, when one organisation
has to rely on another’s dominant

PEOPLE

technological architecture or brand that

A smart city is purpose-driven to enrich the living and working standards of its

offers value to the ecosystem, or other

inhabitants. The Singapore approach is people-centric as there is comprehensive

factors such as product characteristics or

engagement of key stakeholders—that is, its citizens, businesses and government

geography. Collaboration is one of the

agencies—involved in all phases of smart city development. The JLD test bed, for

key enablers recognised by the IDA in

instance, also includes mechanisms for obtaining feedback from citizens and business

Singapore’s SNP. An integral part of this

collaborators on what worked and what did not work to arrive at incremental and

initiative is the Call for Collaboration for

appropriate solutions.

all key stakeholders to contribute to the

Framework of Singapore’s smart city transformation

success of the initiative.
The collaboration model adopted
by the government comprises two

Singapore’s model of a smart nation is thus driven by three key themes: innovation,
integration and internationalisation (refer to Figure 2).

forms: public-public partnerships and

ICT provides a wide innovation platform that enhances Singapore’s ability to stay

public-private partnerships. As a public-

abreast of other alpha cities–such as Hong Kong, Tokyo, London and New York–by

public partnership, Singapore’s largest

creating areas of excellence in governance, partnerships, technology and manpower.

government ICT research institute,

This is supplemented by the government’s current push to harness Big Data and data

Agency for Science, Technology and
Research (A*STAR), spearheads research
in collaboration with a wide spectrum

FRAMEWORK OF SINGAPORE’S SMART CITY
TRANSFORMATION

of stakeholders. In the JLD test bed
project, one A*STAR initiative involved
working with the Land Transport
Authority to develop a next generation
public transport system focused on
improving the commuter experience.
Under the public-private arrangement,
Singapore’s

government

agencies

collaborate with corporations to
IN

co-research and/or co-innovate. These

IP
TN

O

PA R

and civil society supply the know-how
FIGURE 2
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analytics for innovative decision-making

an option, and the government must be ready to take the lead on managing

and adaptive planning. Integration

change. For Singapore, this attitude became particularly apparent in the 1980s

of platforms across government and

when it began laying the groundwork for the island’s ICT infrastructure to be

businesses is an enabler of information

future-ready by anticipating and preparing for long-term trends.

accessibility, coordinated service offerings
and interaction among stakeholders.

Secondly, the vision, outcomes and goals must be clearly communicated to all
stakeholders. These are laid out publicly in the country’s master plans, which help to

The current boundary is linking data

align goals and expectations. Moreover, the master plans lay out what capabilities

users and data providers with the purpose

are necessary to identify targets and execute these problem-solving initiatives with

of developing applications to aid in such

measurable impact.

decision-making. The nation-wide network

Thirdly, the importance of stakeholder engagement and collaboration cannot be

of sensors that are being built will drive

understated. The scale of the smart city initiative is too large and complex for any single

data on externalities to be harnessed

agency to undertake on its own. More importantly, it impacts every facet of society.

for personal and business applications.

Last, but not least, it is always useful to ‘think big’ but ‘start small and scale fast’.

For instance, smart car parks help

It is about taking small yet bold steps forward to stay ahead. Perhaps the most subtle

optimise parking space usage by

OHVVRQ LV WKH LPSRUWDQFH RI H[SHULPHQWDWLRQ H[SORUDWRU\ OHDUQLQJ DQG UHÁHFWLRQ RQ

monitoring demand patterns of residents

failures, as they provide the catalysts for innovation, and the foundation of

and visitors. Lastly, the smart nation

establishing a smart nation.

initiative should enhance Singapore as a
global hub for business and position the
country as a smart city brand, renowned
for its ICT expertise. This can be leveraged
to build bilateral relationships overseas.
For example, Singapore is leading
initiatives in building smart cities in
China while India has recently expressed

Foo See Liang

is Associate Professor (Practice) in the School of Accountancy, SMU

Gary Pan

is Associate Professor of Accounting (Education) and Associate Dean (Student Matters) in the School
of Accountancy, SMU. He is also the Academic Director, SMU-X

interest in tapping into Singapore’s
knowledge and experience for its own
smart city initiatives.

Lessons learned
Today, Singapore is well on its way to
fulfilling its vision of being the world’s
first smart nation. Its story provides a
XVHIXOWHPSODWHWRUHÁHFWRQWKHNH\OHVVRQV
that can be drawn from this experience.
Firstly, the journey relied on
political consolidation and committed
leadership to lead, adapt and sustain
the endeavour. The status quo is not
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PARTING SHOT

Bringing

Silicon
Valley
to

Thailand

Searching for unicorns.
By Krating Poonpol

T

KH \HDU  ZDV GHÀQLWHO\ WKH \HDU RI 7KDL VWDUWXSV WKH QXPEHU RI FRPSDQLHV

+RZHYHU 7KDLODQG·V DWWUDFWLYHQHVV

VHW XS VXUJHG HLJKWIROG WR PRUH WKDQ  LQ  IURP MXVW  LQ  This

LV QRW OLPLWHG WR $VLDQ LQYHVWRUV DORQH

LVSDUWLFXODUO\QRWHZRUWK\JLYHQWKDWWKHYHU\ÀUVWLQFXEDWRULQ7KDLODQGZDVHVWDEOLVKHG

:KLOH VRPH EHOLHYH WKDW 6LOLFRQ 9DOOH\

DV UHFHQWO\ DV  (YHQ LQ  WKHUH ZHUH RQO\ WKUHH LQFXEDWRUV LQ WKH FRXQWU\

LVVKRZLQJVLJQVRIFRROLQJGRZQYHQWXUH

(FRPPHUFH ORJLVWLFV FRQWHQW DQG RQOLQH JDPLQJ ZHUH WKH VHJPHQWV DWWUDFWLQJ WKH

FDSLWDO IXQGV VXFK DV *ROGHQ *DWH

PRVWDWWHQWLRQDQGVWDUWXSV K D Y H EXUJHRQHGLQWKLV VSDFH

9HQWXUH .. )XQG  7XN7XNV

1

(YHQ QRZ WKH WUHQG VKRZV QR VLJQ RI DEDWLQJ ,Q  PRUH QHZ SOD\HUV ZLOO

 'XULDQV 0RQN·V +LOO 9HQWXUH

EH KRSSLQJ RQ WKH EDQGZDJRQ ZLGHQLQJ WKH UHDFK RI VWDUWXSV WR )LQWHFK WUDYHO DQG

,Q9HQW &\EHU $JHQW 9HQWXUH DQG

UHDO HVWDWH DQG GHVSLWH WKHLU QRYHOW\ LQ WKH PDUNHW PRVW ZLOO EH IXQGHG ZLWKLQ WKH

5HFUXLW *URXS DUH DFWLYHO\ LQYHVWLQJ LQ

\HDU,WGRHVQ·WFRPHDVDVXUSULVHWKHUHIRUHWKDW'DYH3HFN*OREDO+HDGRI,QÁXHQFHU

7KDLODQG ZLWK QHZ IXQGV EHLQJ ODXQFKHG

DQG 6RFLDO 0HGLD 0DUNHWLQJ DW 3D\3DO GHVFULEHV 7KDLODQG·V VWDUWXS VFHQH DV ¶KRW

HYHU\ ZHHN 7KH VSDWH RI YHQWXUH FDSLWDO

DQGSURPLVLQJ·

IXQGV LV D NH\ LQGLFDWLRQ RI WKH SRWHQWLDO
RIWKHVWDUWXSHFRV\VWHP LQ WKH FRXQWU\

Attractiveness of the Thai market
$FFRUGLQJ WR *OREDO (QWUHSUHQHXUVKLS 0RQLWRU·V  UHSRUW 7KDLODQG LV WKH

Entrepreneurial outlook

VHFRQG PRVW HQWUHSUHQHXULDO QDWLRQ LQ WKH ZRUOG ZLWK  SHUFHQW RI LWV

7KH VWDUWXS LQGXVWU\ LQ 7KDLODQG LV LQ

SRSXODWLRQ EHLQJ VHOIHPSOR\HG FRPSDUHG WR WKH 8QLWHG 6WDWHV ZKLFK UDQNHG VW

2

LWV HDUO\ VWDJHV RI GHYHORSPHQW ,Q PDQ\

$OWKRXJK D VLJQLÀFDQW SURSRUWLRQ RI WKH VHOIHPSOR\HG SRSXODWLRQ RI 7KDLODQG ZRUNV

ZD\V LW LV OLNH WKH :LOG :HVW HYHU\RQH

LQ VPDOO VLQJOHSHUVRQ EXVLQHVVHV VXFK DV UHWDLO IRRG NLRVNV  DQG WUDQVSRUW

is doing what they want and there

tuk tuks ULFNVKDZV HWF  DQG GRQ·W DOZD\V ¶WKLQN ELJ·³LW GRHV LQGLFDWH D FXOWXUH

DUH IHZ V\VWHPV JXLGHOLQHV RU

WKDWLVLQFOLQHGWRHQWUHSUHQHXUVKLS
7KDLODQG KDV D VL]DEOH PDUNHW RI  PLOOLRQ SHRSOH UHQGHULQJ LWVHOI WR VFDOH DQG LI
$6($1LVFRQVLGHUHGDVDZKROHFRPSDQLHVFDQORRN IRUZDUG WR VHUYLQJ D PDUNHW ZLWK
D SRSXODWLRQ RI  PLOOLRQ DQG RQH ZLWK D JURZLQJ DQG LQFUHDVLQJO\ DIÁXHQW PLGGOH
FODVV7KHUHJLRQDOVRKDVDVWURQJ,QWHUQHWFXOWXUH

EHQFKPDUNV LQ SODFH WR VXSSRUW DQG
VWHHU WKH JUHHQKRUQ DOEHLW HQWKXVLDVWLF
HQWUHSUHQHXUV
+RZ GRHV WKH VWDUWXS HQYLURQPHQW
LQ 7KDLODQG WRGD\ FRPSDUH ZLWK WKDW

%HLQJDQDVFHQWPDUNHWFRPSHWLWLRQLVQRWWKDWKLJK HVSHFLDOO\ IRU D FRPSDQ\WKDW

RI 6LOLFRQ 9DOOH\  WR  \HDUV DJR"

KDVUDLVHGIXQGLQJ7KHGRRUGLHVORJDQRI6LOLFRQ9DOOH\VWDUWXSVLVDOVROHVVUHOHYDQW

7REHJLQZLWKHQWUHSUHQHXUVLQ7KDLODQG

LQ7KDLODQGZKHUHHQWUHSUHQHXUVDUHVLJQLÀFDQWO\PRUHULVNDYHUVH

DUH PRVWO\ LQ WKHLU HDUO\ V D OLWWOH

7KDL HQWUHSUHQHXUV KDYH EHQHÀWWHG IURP WKH -DSDQHVH PRQH\ WKDW KDV SRXUHG LQWR

ROGHU WKDQ WKRVH LQ 6LOLFRQ 9DOOH\

WKH FRXQWU\ -DSDQHVH IXQG PDQDJHUV FRQWLQXH WR LQYHVW LQ 6RXWKHDVW $VLD ZKHUH DVVHW

+RZHYHU ZKLOH ROGHU WKH\ DUH OHVV

SULFHV DUH VWLOO QRW WKDW KLJK DQG 7KDLODQG LV DQ DWWUDFWLYH SURSRVLWLRQ JLYHQ WKDW

PDWXUH DQG OHVV H[SHULHQFHG WKDQ WKHLU

PDUNHWV LQ &KLQD DQG ,QGLD KDYH EHFRPH RYHUKHDWHG &KLQHVH LQYHVWRUV WRR DUH

6LOLFRQ 9DOOH\ SHHUV ,Q DGGLWLRQ DV

VWDUWLQJ WR ORRN DW 6RXWKHDVW $VLD DQG D FDVH LQ SRLQW LV$OLEDED·V UHFHQWLQYHVWPHQW RI

WKH 7KDL HGXFDWLRQ V\VWHP ODUJHO\

86 ELOOLRQ LQ /D]DGD ZKLFK LV WKH &KLQHVH HFRPPHUFH JLDQW·V ODUJHVW RYHUVHDV

GLVFRXUDJHV ULVNWDNLQJ EHKDYLRXU

LQYHVWPHQW WR GDWH DQG D SOD\ RQ WKH UHJLRQ 7KDLODQG LV DOVR LQ D JRRG SRVLWLRQ WR

GLVFXVVLRQ DQG GHEDWH UDUHO\ SOD\ D

DWWUDFW VXFK LQYHVWPHQW

SDUW LQ WKHLU OHDUQLQJ SURFHVV 7KDLV

6
8

MY JOURNEY

I started off as an engineer from Chulalongkorn University in Bangkok and worked for Procter & Gamble
for several years before joining the Master’s Programme in Marketing (MIM) at Thammasat University.
As an engineer, I tinkered with products, but my true passion was revealed when I started tinkering with
businesses. As part of the MIM, I participated in a business plan competition. It was then that I first realised
that there was no ecosystem in place in Thailand to support young start-ups like us.
My postgraduate studies brought me to Stanford University in the U.S., after which I worked for Google.
I then started my own company in Silicon Valley. The scene there was very different: I found a vibrant
entrepreneurial community and a well-established ecosystem that supported start-ups in terms of funding,
mentoring, education and industry expertise.
I decided to return to Thailand and use my skills and knowledge to help young Thai start-ups, and
contribute towards developing the Thai ecosystem.

JHQHUDOO\ OLNH WR EH IHG NQRZOHGJH DQG

D VRFLHW\ WKDW VXSSRUWV HQWUHSUHQHXUVKLS

WHUP YLVLW YLVD QHHGV WR EH UHQHZHG HYHU\

FRQVHTXHQWO\ WKHUH LV OLWWOH FKDOOHQJH

DQG QRW OHDVW RI DOO D FRKRUW RI

WKUHH PRQWKV DQG LQYROYHV FXPEHUVRPH

WR WKH VWDWXV TXR DQG QR GDULQJ WR

SDVVLRQDWH ZHOOWUDLQHG DQG ZHOO

SDSHUZRUNWKHUHE\EHFRPLQJDGHWHUUHQW

FKDQJH WKLQJV

HTXLSSHG ULVNWDNLQJ HQWUHSUHQHXUV

IRU DQ\RQH ORRNLQJ DW D ORQJHUWHUP

7KLV ULVNDYHUVH PLQGVHW PDQLIHVWV

UHIHU WR )LJXUH   :KLOH WKH SULYDWH

KRUL]RQLQWKHFRXQWU\EHLWHQWUHSUHQHXUV

LQ WKH ODFN RI EUHDNWKURXJK LQQRYDWLRQV

VHFWRU LV FHUWDLQO\ VWHSSLQJ XS WR VKRZ

FRPLQJ RXW RI 7KDLODQG WKXV IDU 0RVW

WKHLU VXSSRUW WKH 7KDL JRYHUQPHQW LV

7KH SUHVHQW WD[ V\VWHP DOVR GRHV

FRPSDQLHV DUH IRFXVHG RQ ORFDOLVLQJ

DOVR EHJLQQLQJ WR VHH WKH YDOXH DQG

QRW VXSSRUW RU LQFHQWLYLVH VWDUWXSV

EXVLQHVV PRGHOV WKDW KDYH VHHQ VXFFHVV

SRWHQWLDO FRQWULEXWLRQ WKDW VWDUWXSV FDQ

7KDL VWDUWXSV FRXOG EHQHILW IURP WD[

LQ WKH :HVW OHDGLQJ WR D ¶FRS\

EULQJ WR WKH HFRQRP\

H[HPSWLRQVIRUFDSLWDOJDLQVDVRIIHUHGLQ

DGDSWSDVWH· PRGHO +DYLQJ VDLG WKDW

LQYHVWRUVPHQWRUVRULQGXVWU\ H[SHUWV

RWKHUFRXQWULHVRUUHFHLYHGLUHFWÀQDQFLDO

Garnering government
support

VXSSRUW IURP WKH JRYHUQPHQW OLNH WKHLU

XQLTXHO\ GHVLJQHG LQWHUIDFHV ,Q WKH
)LQWHFK VSDFH IRU H[DPSOH VWDUWXSV

7KH 7KDL JRYHUQPHQW KDV EHHQ SOD\LQJ

JRYHUQPHQW LV H[SHFWHG WR DQQRXQFH

OLNH 3LJJLSR DQG 73 'HHS :DOOHW KDYH

FDWFK XS DQG LV MXVW EHJLQQLQJ WR IRFXV

VRPH WD[ UHOLHI PHDVXUHV IRU VWDUWXSV LQ

GHYHORSHG WUXO\ GLVUXSWLYH PRGHOV

RQ WKH SRWHQWLDO RI VWDUWXSV LQ WKH

WKHIRUPRIDÀYH\HDUWD[H[HPSWLRQSODQ

9DFKDUD $HPDYDW 9LFH &KDLUPDQ RI

FRXQWU\ &RQVHTXHQWO\ WKH UHJXODWRU\

DQG H[HPSWLRQ IURP FDSLWDO JDLQV WD[

7KDLODQG 7HFK 6WDUWXS $VVRFLDWLRQ

DQG SROLF\ VWUXFWXUHV QHHGHG WR VXSSRUW

FRQFXUV ´7RGD\·V VWDUWXSV DUH TXLWH

DQG LQFHQWLYLVH VWDUWXSV DUH ODJJLQJ

GLIIHUHQW FRPSDUHG WR WKRVH RI ODVW

EHKLQG $W WKH 7KDLODQG 6WDUWXS ([SR

\HDU 7KH\ DUH PRUH FUHDWLYH 7KH\ DUH

LQ $SULO WKLV \HDU WKH JRYHUQPHQW

GRLQJ VRPHWKLQJ WKDW KDVQ·W EHHQ

LV H[SHFWHG WR IRUPDOO\ DQQRXQFH D

GRQH EHIRUHµ

¶QDWLRQDO VWDUWXS DJHQGD· WKDW ZLOO IRFXV

7KDLODQG LV DOVR EHJLQQLQJ WR VHH VRPH

What Thailand now needs is

RQ DGGUHVVLQJ LPPLQHQW LVVXHV RQ KRZ

DZDUHQHVV HGXFDWLRQ DQG RSSRUWXQLW\

SROLF\ DQG UHJXODWRU\ IUDPHZRUNV FDQ

7KH SRWHQWLDO DOUHDG\ H[LVWV %XW ZH

EXR\ VWDUWXSV

QHHGWRZRUNWRZDUGFUHDWLQJDFRQGXFLYH

$ NH\ SRLQW RI FRQWHQWLRQ IRU 7KDL

HFRV\VWHP LQ ZKLFK WKHVH EXGGLQJ

HQWUHSUHQHXUV LV WKH GLIÀFXOW\ LQ JHWWLQJ

HQWUHSUHQHXUV FDQ EORVVRP )RU WKLV ZH

ORQJWHUP YLVDV RU LPPLJUDQW YLVDV IRU

QHHG WKH VXSSRUW RI NH\ VWDNHKROGHUV³

QRQ7KDLV ZKR ZDQW WR ZRUN DQG VHW XS

WKHJRYHUQPHQWWKHLQYHVWRUFRPPXQLW\

EXVLQHVVHV LQ WKH FRXQWU\ 7KH VKRUW

SHHUV LQ 6LQJDSRUH 7KLV \HDU WKH 7KDL

While the private sector
is certainly stepping
up to show its support,
the Thai government
too is beginning to see
the value and potential
contribution that
start-ups can bring
to the economy.
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,Q DGGLWLRQ WKHUH LV FXUUHQWO\ QR IUDPHZRUN WKDW DOORZV IRU (PSOR\HH 6WRFN

1RQHWKHOHVV WKH QXPEHU RI YHQWXUH

2ZQHUVKLS 3ODQV (623V  LQ SULYDWH FRPSDQLHV (623V VHUYH DV D VWURQJ UHWHQWLRQ

FDSLWDO IXQGV KDV JURZQ UDSLGO\ LQ

PHFKDQLVP IRU HPSOR\HHV DQG DUH SDUWLFXODUO\ YDOXDEOH IRU \RXQJ VWDUWXSV WKDW ZRXOG

WKH SDVW FRXSOH RI \HDUV 2XU IXQG

RWKHUZLVHVWUXJJOHWRUHWDLQWDOHQWDQGVXIIHUPRVWZKHQNQRZOHGJHDEOHHPSOR\HHVWDNH

 7XN7XNV ZDV ODXQFKHG LQ -XO\

WKHLU VNLOOV DQG LQWHOOHFWXDO FDSLWDO WR FRPSHWLWRUV 7KDLODQG DOVR GRHV QRW KDYH

 DQG ZDV RQH RI WKH ILUVW HDUO\

FRQYHUWLEOHGHEWWKHPRVWFRPPRQW\SHRIVHFXULW\IRUVWDUWXSVWKHZRUOGRYHU7KHODFN

VWDJH VHHG IXQGV WR LQYHVW LQ 7KDL VWDUW

RIWKHVHVWUXFWXUHVPHDQVWKDWHQWUHSUHQHXUVKDYHWRWDNHRQDGGLWLRQDOFRVWVDQGULVNV

XSV :LWKLQ WKH ÀUVW VHYHQ PRQWKV WKH

DQG DUH WKXV GLVFRXUDJHG IURP GLYLQJ LQWR GLVUXSWLYH LQLWLDWLYHV

FRPSDQ\ KDG UDLVHG 86 PLOOLRQ DQG

$QRWKHU VWXPEOLQJ EORFN LV WKH ODFN RI OXFUDWLYH H[LW RSWLRQV IRU LQYHVWRUV 0RVW

LQYHVWHG LQ  VWDUWXSV

PDWXUHVWDUWXSVZLOOQRWOLVWWKHFRPSDQ\RQWKH7KDLH[FKDQJHDVWKHVWRFNJHWVEHDWHQ

7KDL FRUSRUDWHV KDYH DOVR EHHQ

GRZQ DQG SUHPLXPV DUH LQVLJQLILFDQW 7KH PDUNHW KDV UDUHO\ VHHQ D VXFFHVVIXO ,32

VKRZLQJ LQWHUHVW LQ VWDUWXSV 6LDP

RI D WHFK FRPSDQ\ ZKLFK OHDYHV DFTXLVLWLRQ DV WKH RQO\ H[LW RSWLRQ IRU 7KDL VWDUWXSV

&RPPHUFLDO %DQN UHFHQWO\ VHW XS D

$W SUHVHQW -DSDQHVH FRPSDQLHV DFFRXQW IRU  SHUFHQW RI DFTXLVLWLRQV LQ 7KDLODQG

86 PLOOLRQ )LQWHFK YHQWXUH FDSLWDO

+RZHYHUZHVWHUQFRPSDQLHVDUHDOVRQRZVKRZLQJLQWHUHVWLQLQYHVWLQJLQ7KDLVWDUWXSV

IXQG ZKLOH WKH WHOHFRP FRPSDQ\ $,6

DQG WKLV LV FHUWDLQO\ DQ HQFRXUDJLQJ WUHQG

LQYHVWHG  PLOOLRQ %DKW 86

)LQDOO\ DZDUHQHVV EXLOGLQJ LV DQRWKHU SRZHUIXO WRRO WKDW WKH JRYHUQPHQW FDQ
OHYHUDJH WR HQFRXUDJH LQYHVWRUV WR VHW XS LQFXEDWRUV DQG DFFHOHUDWRUV

PLOOLRQ  LQ D IXQG FDOOHG ,Q9HQW 7KDL
HQWUHSUHQHXUV DUH DOVR JHWWLQJ VXSSRUW
IURP LQFXEDWLRQ SURJUDPPHV VHW XS E\

Attracting investors

PDMRU WHOHFRP RSHUDWRUV )RU LQVWDQFH

7KH DYHUDJH 7KDL LQYHVWRU WRGD\ LV QRW VRSKLVWLFDWHG HQRXJK WR ZDQW WR LQYHVW LQ

'7$& WKH FRXQWU\·V VHFRQG ODUJHVW

VWDUWXSV DQG SUHIHUV WR EX\ VWRFN LQ ELJ QDPHV VXFK DV WKH &3 *URXS 6&* DQG $,6

WHOHFRP FRPSDQ\ LQ FRQMXQFWLRQ ZLWK

7KLV ODFN RI LQFOLQDWLRQ WR DGG ÁHGJOLQJ VWDUWXSV WR WKHLU SRUWIROLR OHDGV WR D FODVVLF

7HOHQRU LQLWLDWHG '7$& $FFHOHUDWH LQ

FKLFNHQDQGHJJ VLWXDWLRQ QR RQH ZDQWV WR EH WKH ÀUVW WR OLVW WKHLU FRPSDQ\ RQ WKH

 D VWDUWXS LQFXEDWRU WKDW RIIHUV

VWRFN H[FKDQJH DQG EHFDXVH WKHUH LV QR SUHFHGHQFH RI VXFFHVVIXO OLVWLQJ LQYHVWRUV

RSSRUWXQLWLHV IRU VHHG IXQGLQJ RQHRQ

FRQWLQXHWREH ZDU\ DQG ULVN DYHUVH

RQH PHQWRULQJ DQG D IRXUPRQWK WUDLQLQJ
ERRW FDPS IRU QHZ HQWUHSUHQHXUV 
'7$& $FFHOHUDWH KDV EHHQ KRPH WR
VRPH RI WKH PRVW VXFFHVVIXO 7KDL VWDUW

THE START-UP ECOSYSTEM

XSV³SHUFHQWRIWKHPKDYHUDLVHGIXQGV
DQG RQH WKDW ZDV SDUWLFXODUO\ VXFFHVVIXO
&ODLP 'L UHFHQWO\ UDLVHG 86 PLOOLRQ
,Q -DSDQ FRUSRUDWLRQV SOD\ D PDMRU
UROH LQ WKH YHQWXUH FDSLWDO PDUNHW ZKLOH
LQWKH86LWLVWKHYHQWXUHFDSLWDOIXQGV

Investor
Support

WKDW KDYH IXHOOHG WKH VWDUWXS LQGXVWU\
,W UHPDLQV WR EH VHHQ ZKLFK WUHQG
7KDLODQG ZLOO IROORZ 5LJKW QRZ LW VHHPV

Government
Support

Thai Start-up
Ecosystem

WR EH WUHDGLQJ RQ ERWK
Education &
Training

Changing mindsets
6WDUWXSV LQ 7KDLODQG DUH VWLOO IUDJLOH
DQG PDQ\ RI WKHP JLYH XS WRR VRRQ

Societal
Mindset

6RFLHWDO QRUPV ZKHUH IDLOXUH LV VHHQ
DV D VRFLDO WDERR IXUWKHU UHLQIRUFH
WKLV PLQGVHW %XW LQQRYDWLRQ E\ QDWXUH
LV GLVUXSWLYH³RXU LQQRYDWRUV PXVW

FIGURE 1
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GLVUXSW DQG GHVWUR\ WKH ROG PLQGVHW WR

LQVWLWXWLRQV DQG HGXFDWRUV KDYH FKDQJHG

FUHDWHQHZWKLQJV,W·V OLNH D UHYROXWLRQ

P\ OLIH DQG PDGH PH ZKDW , DP WRGD\

0\ PDQWUD WR \RXQJ HQWUHSUHQHXUV

DQG , WRR ZDQW WR JLYH EDFN WR WKH \RXQJ

LV<RXKDYHSHUPLVVLRQWRIDLO<RXKDYH

HQWUHSUHQHXU FRPPXQLW\ RI 7KDLODQG

SHUPLVVLRQ WR FKDQJH WKH ZRUOG <RX

ZKDW , KDYH OHDUQHG DQG HDUQHG

VKRXOG GUHDP KLJK ÀJKW KDUG DQG QHYHU

:H IRXQGHG 'LVUXSW 8QLYHUVLW\ LQ

JLYH XS 6WDUWXSV DUH QRW MXVW DERXW

$SULO  ZKLFK LV ZKHUH ZH WHDFK

PDNLQJ PRQH\ WKH\ DUH DERXW EULQJLQJ

SHRSOH ZKR KDYH WKH SDVVLRQ IRU

FKDQJH 6HOIPRWLYDWLRQ LV FUXFLDO DQG

HQWUHSUHQHXUVKLS DOO WKH\ QHHG WR NQRZ

VRFLHW\ PXVW VXSSRUW DQG HQFRXUDJH

LQ VKRUW FRXUVHV ZLWKRXW KDYLQJ WR JR

WKHVH HQWUHSUHQHXUV

DOO WKH ZD\ WR $PHULFD RU VSHQG PDQ\

My mantra to young
entrepreneurs is: You
have permission to fail.
You have permission to
change the world. You
should dream high, fight
hard, and never give
up. Start-ups are not just
about making money;
they are about bringing
change. Self-motivation
is crucial, and society
must support and
encourage these
entrepreneurs.

7KDL HQWUHSUHQHXUV QHHG WR WKLQN

\HDUV WU\LQJ WR ILJXUH RXW WKH EDVLFV

ELJ DQG EH\RQG 7KDLODQG , DOZD\V

6WXGHQWV ZLWK FROOHJH GHJUHHV DQG VRPH

DGYLVH WKHP WR WKLQN UHJLRQDOO\ LI

ZRUNH[SHULHQFHMRLQWKHVHVKRUWFRXUVHV

QRW JOREDOO\ 7KH LPSHQGLQJ $6($1

DQG DUH WDXJKW FXWWLQJHGJH WDFWLFV

(FRQRPLF&RPPXQLW\PD\EHVFDU\IRUXV

DGDSWHG GLUHFWO\ IURP 6LOLFRQ 9DOOH\

EXW LW SURYLGHV ERXQWLIXO RSSRUWXQLWLHV

7KH XQLYHUVLW\ RIIHUV D YDULHW\ RI FRXUVHV

0\DQPDU KDV MXVW RSHQHG XS DQG

UDQJLQJ IURP HLJKW KRXUV WR  GD\V

HYHU\RQH WKHUH LV KXQJU\ IRU QHZ WKLQJV

DORQJZLWKVL[GD\ORQJLQWHQVLYHFRXUVHV

DQGVXFFHVV7KH9LHWQDPHVHDUHGLOLJHQW

WR VXLW WKH QHHGV RI LQGLYLGXDO VWXGHQWV

WKH 7KDL VWDUWXS LQGXVWU\ KDV WKH

DQG KDUGZRUNLQJ ,I WKH\ ZRUN WKUHH

%\   VWXGHQWV KDYH

SRWHQWLDO WR EHFRPH D VWURQJ UHJLRQDO

KRXUV PRUH WKDQ XV D GD\ WKH\ ZLOO EH

JUDGXDWHG IURP 'LVUXSW 8QLYHUVLW\ 7KH

 SHUFHQW EHWWHU RII WKDQ XV DQQXDOO\

VWDUWXSV WKHVH JUDGXDWHV IRXQGHG VSDQ

0DOD\VLD DQG ,QGRQHVLD KDYH VHHQ

SOD\HU

D YDULHW\ RI LQGXVWULHV DQG WHFKQRORJ\

WKUHH RU IRXU VWDUWXSV UHDFKLQJ D

Educating the
entrepreneurs

VHJPHQWV LQFOXGLQJ ODVW PLOH ORJLVWLFV

YDOXDWLRQ RI RYHU RQH ELOOLRQ GROODUV ,Q

HGXFDWLRQ WHFK GHPDQG DSSV HFRPPHUFH

9LHWQDP WKHUH KDV EHHQ RQO\ RQH VXFK

, EHOLHYH WKDW WDOHQW ZLOO EH D PDMRU

)LQWHFK DQG SURSHUW\ WHFK 2QH RI

FRPSDQ\ :H DOVR QHHG WKDW RQH ELJ

OLPLWLQJ IDFWRU IRU WKH 7KDL VWDUWXS

WKHVH 7DDPNUX DQ HGXFDWLRQDO DSS IRU

H[LW VWRU\ RI D 7KDL VWDUWXS³RQFH ZH

HFRV\VWHP JRLQJ IRUZDUG 7KH FXUUHQW

SUHVFKRROHUV ZRQ DQ DZDUG IRU $VLD·V

JHW WKDW WKH HFRV\VWHP ZLOO VWDUW WR JDLQ

HGXFDWLRQ V\VWHP LV QRW SURGXFLQJ

PRVW 3URPLVLQJ 6WDUWXS DW (FKHORQ

PRPHQWXP $OWKRXJK 7KDLODQG LV \HW WR

WKH ULJKW WDOHQW DQG WKHUH LV QRW

 $QG DQRWKHU ZHQW RQ WR ZLQ

SURGXFHLWVÀUVW¶XQLFRUQ·,DPFRQÀGHQW

HQRXJK WHFK WDOHQW LQ WKH SLSHOLQH

WKH ILUVW SUL]H LQ D FRPSHWLWLRQ KRVWHG

WKDW WKDW GD\ LV QRZ QRW WRR IDU DZD\

7KH QXPEHU RI WHFK JUDGXDWHV LV

E\ '7$& DQG ZLOO JHW DQ RSSRUWXQLW\ WR

VPDOO DQG WKH FRKRUW ODFNV WKH UHTXLVLWH

YLVLW DQG H[SHULHQFH WKH 6LOLFRQ 9DOOH\

NQRZOHGJH DQG VNLOOV IRU LQQRYDWLRQ

HFRV\VWHP ,Q  VL[ RXW RI WKH WRS

DQG HQWUHSUHQHXUVKLS

WHQ VWDUWXSV LQ 7KDLODQG ZHUH VWDUWHG

:KHQ , UHWXUQHG WR 7KDLODQG LQ

E\ H[VWXGHQWV RI 'LVUXSW 8QLYHUVLW\

 DIWHU ZRUNLQJ DQG UXQQLQJ P\
RZQ VWDUWXS LQ 6LOLFRQ 9DOOH\ , ZDQWHG

Spotting the unicorn

WR FUHDWH D VWDUWXS FRPPXQLW\ KHUH ,W

,Q WKH HQG LW LV QRW VR PXFK DERXW

WRRN PH VHYHQ \HDUV WR OHDUQ IURP DOO

EULQJLQJ 6LOLFRQ 9DOOH\ WR 7KDLODQG

P\ H[SHULHQFHV LQ 6LOLFRQ 9DOOH\ DQG

EXW EULQJLQJ LWV PHQWRUVKLS DQG

, ZDQWHG 7KDL LQQRYDWRUV WR OHDUQ IDVWHU

PHWKRGRORJ\ WR 7KDLODQG , DP EXOOLVK

WKDQ PH , ÀUPO\ EHOLHYH WKDW HGXFDWLRQ

RQ 7KDLODQG ,W LV PRYLQJ DORQJ D SRVLWLYH

WUDQVIRUPV OLYHV *RRG HGXFDWLRQ LQVSLUHV

WUDMHFWRU\ DQG ZLWK VXSSRUW IURP WKH

SHRSOH WR EH EHWWHU DQG GR EHWWHU 0DQ\

JRYHUQPHQW RQ UHJXODWRU\ LQIUDVWUXFWXUH

Krating Poonpol

is a Partner in 500 TukTuks Startup and
founder of Disrupt University in Thailand
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AN INFECTED COMPUTER
CAN SERIOUSLY HURT YOUR BUSINESS.
Protect your business with Singtel Managed Security Services, powered by Trustwave.
Beyond just anti-virus, we deliver email protection for your business. With Singtel Managed Security Services,
you are protected before and during cyber attacks.
ONLY
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$
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per user

Managed Security Services for
computer and email protection

Defend

24/7 monitoring against all
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email and computers.

Inform

Daily summary of viruses
and malware attacks
that have been blocked.

Investigate

24/7 helpdesk and
breach reporting to
recover from attacks.

Get protection from cyber attacks now, call us at 1800-763-1111
or visit www.singtel.com/SecuritySolutionsSTA
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integrated technologies and a team of security experts, ethical hackers and researchers, Trustwave enables businesses to transform
the way they manage their information security and compliance programs. More than three million businesses are enrolled in
the Trustwave TrustKeeper ® VÕ` «>ÌvÀ] Ì ÀÕ}  Ü V  /ÀÕÃÌÜ>Ûi `iÛiÀÃ >ÕÌ>Ìi`] ivwViÌ >` VÃÌivviVÌÛi Ì Ài>Ì]
vulnerability and compliance management.
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