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InterChina 
Leading Strategy and M&A advisory firm in China

Our Value
Chi i li t• China specialist. 

• Strategy and M&A advisory.
• Focused on 5 sectors.  
• 20 years of experience• 20 years of experience.

Our People
• Located in Beijing and Shanghai. Our ClientsLocated in Beijing and Shanghai.
• Multicultural partnership.
• 60 professionals.
• Chinese, senior, industrial background. 

Our Clients
• Medium-sized to Fortune 1000.
• 500 strategy projects.
• 165 transactions (USD 6 bn).
• 2/3 of projects are returning clients.

Our Reach: IMAP
• Leading global mid-market M&A organization. 
• 40 offices, 31 countries, 500 professionals.
• Over 200 transactions p.a.

E cl si e China pa tne since 2006
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• Exclusive China partner since 2006.



Why Clients Choose InterChina
Our first client is still our client

• Strategic Perspective 
• Sector expertise

Unique

• Sector expertise
• M&A execution

We Stay
Cl

Unique
Service
Offering

Sector
S i li t

• Easy to work with
• Transparent  communication
• Keep our promises

• In the market since 1994
• Retained experience
• Industry networksClose Specialists• Keep our promises • Industry networks

Global
Reach

Practical
Solutions

Local

• Closely linked to IMAP peers
• Deal origination  pipeline 
• Best practices and standards

• Home-grown methodology
• We go “deeper”
• Bottom-up approach

Local 
Capacity

60 l th d
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• 60 people on-the-ground
• Fast and flexible
• Senior backbone



Focused on 5 Sectors
Experience, insight and networks in China’s major growth sectors

Consumer & Retail
• FMCG F&B• FMCG, F&B 
• Consumer Durables 
• Retail, Food Service

Healthcare
• Pharmaceuticals
• Medical devices
• Healthcare services

IndustrialIndustrial
• Automotive
• Machinery
• Equipment

Chemicals/Materials
• Chemicals
• Energy & Cleantech
• Infrastructure

Business services
• Professional services
• Multi-sector solutions

O t i i
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• Outsourcing services



InterChina has realized nearly 200 projects with machinery and 
industrial equipment clients in Chinaq p

Machine types 

Machine tools Production Machinery Other Machinery

Milling Machining Turning Grinding EDM Presses, Constr. Mining Textile Mass- Paper, Testing Others*yp
InterChina has been 

advising on:
Center Lathes Forming

Bending
equ. equ. Equ. prod. 

Equ.
Pka, 
print eq.

Equ.

Origin of clients

Germany

Switzerland

Italy

• Nearly 200 projects realized: In the last 10 years, InterChina has executed
190 projects – and counting - with machinery clients.

• Working with leaders: InterChina has been working with global market
l d h th li ti i i h t f i i th i

y

Spain

leaders, whether cross-application or in niche segments, for improving their
position in China.

• Understanding our clients: We are close to our clients’ origins and cultures,
with our offices in China and Europe and our consultants speaking Mandarin

USA

Chi

with our offices in China and Europe, and our consultants speaking Mandarin,
English, Spanish, French, and German.
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China

* Others include components and services, such as Turrets, Engines, Pumps, Machinery leasing and financing, Mold & Die, Elevators 
and escalators, Propulsion systems, Waste treatment, Renewable energy machines.



Profiles of key members of InterChina’s Machinery Sector Group

Jan Borgonjon

Belgium

Barry Chen

Chinese

• China resident for 30 years, co-
founder of CEIBS (China’s leading
MBA school), and InterChina.

• Managed >100 projects, especially in
machinery and components

• Over 15 year’s corporate development,
consulting, corporate finance, and
strategic planning experience, with
significant M&A assignments in the Asia
Pacific region formerly with the M&ABelgium

President
Beijing

Long Nanyao

Chinese
Director
Shanghai

Raymond Su

machinery and components.
• Top level negotiation and lobbying,

incl. establishment of the Sino-
Spanish Machine Tool Training Center
in Tianjin.

• Engaged in more than 30 machinery-
related consulting projects since 1994
f I t Chi

Pacific region, formerly with the M&A
Group of UPS.

• Diversified industry experience in
logistics, consumer products,
manufacturing and machinery.

• Over 8 years in Assurance and
Corporate Finance.
Intensive and diversified industryg y

Chinese
Founding Partner

Beijing

Raymond Su

Chinese
Sr. Manager

Shanghai

for InterChina
• Project experience involving various

metal cutting and metal forming
machine tools, construction
machinery and components, etc.

• Intensive and diversified industry
experience in various sectors, such as
machinery, automobile, and food &
beverage,

• In-depth expertise in Due Diligence,
Acquisition Financing, M&A, Financial
Restructuring, and Financial Modeling.

F D t Di t ith th

Franc Kaiser

Swiss
Director
Shanghai

Chen Zhaolin

Chinese
Principal
Beijing

• 10 years of China work experience.
• Manager of multiple machinery-

related projects.
• Advised European machinery

companies on China entry and
expansion strategies, incl. DMG,
Client, Koerber-Schleifring,, Client.

• Frmr. Deputy Director with the
Department of Science and Technology
with the Chinese Ministry of Machinery
Building.

• Director of Exe. Management and Gov’t
Liaison with Bosch (China).

• Advisor on outbound investment
projects (Chinese machinery players

i i i )

Kim Woodard

US
Principal

Tom Han

Chinese
Principal

• 30 years of consulting and executive
experience in China, including senior
positions w. John Deere, and AMP Inc

• Founded A.T. Kearney in China.
• Experience and expertise in industrial

equipment sector ranging from

acquiring overseas companies).

• Financial Controller for many foreign
invested companies in China, including
Siemens -Nixdorf, Nabisco Food, and
AES Generating.

• Solid management background, >20
years of experience in financial,Principal

Beijing

Robert Zhang James Tang

Principal
Shanghai

equipment sector, ranging from
energy over construction to
production machinery.

• Ph.D Industry Automation; MBA Vlerick
Leuven Gent

• Former senior channel manager with
Siemens Industry Sales, China

accounting and strategy development.
• Experience in machinery and machine

tool related transactions.

• Formerly with Frost & Sullivan, China.
• Specialist in Industry Consulting, has

provided service to Top500 in industry
analysis and value chain analysis.
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Chinese
Manager
Beijing

Chinese
Consultant
Shanghai

Siemens Industry Sales, China
• Project manager with Sinotrust China
• Expert in sales & distribution strategy,

as well as in sales of industry
automation in China.

y y
• Sectors of expertise: Industry

automation, electronics, machinery,
semi-conductors, motion control
systems, and machine tools (lathes,
milling systems).
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Typical issues our clients (machinery producers) have in China

“We have been in Chinese market
for years, but our market share
hasn’t increased in the last 3 years

“We have a strong offering in the
high-end market. But are too over-
engineered to address the middle

“ We are uncertain about our way
to market. Our agent in China is no
help for our strategic decisionhasn t increased in the last 3 years

– How can we expand our overall
market share in China?”

engineered to address the middle
segment to achieve the sufficient
volumes to justify local production.

help for our strategic decision
making, but we have to find the
right distribution model for China.”

“We are doing well in China, but
we need our sales in China to be a
t k t ithi l b l k t

“ We have a diversified product
portfolio covering different

li ti W t t li t t

“We plan to bring more models to
be produced at our China plant. We

d t li t t th Chi

A US mining machinery company A mass-production equip. company A turning machine tool builder

top market within our global market
portfolio. How can we double our
China sales within 3 years?

applications. We want to listen to
the voice of Chinese customers in
downstream industries to offer the
right level of service”.

need to listen to the Chinese
customers to be able to design the
right machine for Chinese mass
market.”

“Our sales from China are worse
than expected we need to

“ We are considering to localize
another machinery line in our China

“Our sales in China have dropped
a lot We need to solve the problem

A European machine tool company A milling machine tool company A grinding machine tool builder

than expected – we need to
address our problems in China and
define the action plan to secure
more orders for our China plant”.

another machinery line in our China
factory, but are not sure what the
sales potential could be, and
whether we should rather think
about acquiring a local competitor”

a lot. We need to solve the problem
with our Chinese JV partner and
define an action plan to boost our
sales in China”.
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A forming machine tool builder A machinery testing system builder An EU machine tool builder



Our services address these challenges so that our clients stay 
ahead of the curve

Our Offering Rationale and benefit Typical projects

Growth • “How to double sales in China”The Chinese market is growing fast, but great companies growGrowth
Strategy

How to double sales in China
• “Growth perspectives  next 5 years”
• “Turnaround of low sales in China”
• “New distribution strategy for China”

The Chinese market is growing fast, but great companies grow
faster than that and outperform their direct competitors. We
help our clients to find the right way forward to make China a
top market, with focused and cost-effective actions to reach
the maximum possible.

Multi-Industry 
Downstream 
Analysis

• “Analysis of 5 customer industries”
• “Find and diversify into new applications 

/ customers industries”
• “Focus on fastest-growing sectors”

Many machines have multiple applications and are sold to
various industries. This means chances across different sectors,
but also requires focus on the most important ones. We
understand most of the customer industries and point our
clients into the right direction.

M&A and 2nd Brand
Strategy

• “Buy mandate for local competitor”
• “Accessing the mid-market in China”
• “Acquisition of local player”

The emerging mid-market poses new opportunities for int’l
players, but also new challenges. We have been working with
several clients on defining the right strategy forward, including q p y

• “Due diligence on target XXXXX”
g g gy , g

the facilitation of acquisitions of local players to enable a
second brand strategy.

Partner Search To “Strategic partner search”The global markets require machinery players to be ahead ofPartner Search To 
Increase Global 
Competitiveness

• “Strategic partner search”
• “Analysis of local company XXXXX”
• “Negotiation support for OEM 

agreement”
• “Sale of business unit to Chinese co.”

The global markets require machinery players to be ahead of
the curve in cost control, and Chinese companies can offer
savings when producing components or the entire machines.
We help clients to find the right partners and advise them on
the right cooperation schemes.
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Our services address these challenges so that our clients stay 
ahead of the curve

Our Offering Rationale and benefit Typical projects

li i d “C i ”A bl d i i Chi i l i l fLocalization and 
Adaptation

• “Customer requirement survey”
• “Defining the techn. features and 

price for locally made machine ABC”
• “Feasibility study for local plant”

Assembly or production in China is a logical step for many
companies once the Chinese market is a top priority. We help
clients to define locally-made machines and to adapt them to
customer requirements in price, technological features,
functions, and service packages.

Reorganization of 
China Operations

• “Restructuring of sales team”
• “Streamlining sales process for China”
• “Build up of stronger agent network”

Many China (sales) operations of int’l companies suffer from
under-investment and differences between the local team and
HQ / overseas factories. We help to find the optimum structure Build up of stronger agent networkHQ / overseas factories. We help to find the optimum structure
for faster growth, and assist in the change of processes and
teams.

Anticipation
and Forecast

• “Forecast on protectionistic trends”
• “Cost anticipation study 2015”
• “Managing future risks in China”

A fast changing business and policy environment promises that
things won’t be the same in 5 or 10 years from now.
Companies need to consider impacts of local purchasing
behavior and various levels of protectionism, and how those
will impact on their business in China.
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Growth Strategy: With our advise, our clients boosted their 
China sales manifold and outperform their direct competitorsp p

Client’s sales before 
engaging InterChina3 example Clients The Client’s problem

China sales after
engaging InterChina

InterChina’s
solutions and recommendations

40

300

40

100

+150%

• Machine tool maker
• EU company
• Milling, grinding, 

turning machines

• In need of strategic
growth opportunities
along various sectors,
including existing and

• Identification of markets and
applications currently neglected by
Client (growth opportunities).

• SWOT of Client against Chinese

(EUR m, 2008) (EUR m,
China)

ChinaGlobal 20102008

turning machines
• Assembly in China
• Imports from EU
• Diversified markets

including existing and
‘new’ sectors.

• Unclear prioritization
of machine portfolio.

market and direct competitors,
finding levers for growth.

• Prioritization of markets and
machine types.

8

120

35

8
+338%

• Machine tool maker
• EU company
• Forming, presses
• Newly built factory 

in China

• Sales way below
factory capacity.

• Most production for
exports, but failed to
break-through in the

• Identification of quick-wins via
customer prioritization and
focus of sales efforts.

• Key account management
system stronger sales team

(EUR m, 2008) (EUR m,
China)

ChinaGlobal 20102008

28

in China
• Mainly selling to 

automotive market

break-through in the
Chinese market.

system, stronger sales team.
• Improved service offer.
• Marketing actions.

10

90

28

10
+180%

• Machine tool maker
• EU company
• Milling machines
• Production JV in 

China
• Diversified markets

• High costs of sales
(agent commission).

• Differences with local
JV partner.

• Sales of local
production JV remain

• Introd. of a “China Man”.
• Strengthen sales team.
• Better after-sales services.
• Changes on locally assembled

machine technology.
• Constructive settling of

(EUR m, 2008) (EUR m,
China)
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Global China 20102008

• Diversified markets production JV remain
below expectations.

• Constructive settling of
differences with local partner.



Customer Analysis: We understand our clients’ downstream
industry applications and customer dynamics in Chinay pp y

Machine types InterChina 
has been advising on:

Machine tools Production Machinery Others

Milling Machining 
Center

Turning / 
Lathes

Grinding EDM Presses, 
Forming, 
Bending

Constr. 
machines, 
equipment

Mining 
machinery

Textile 
machinery

Mass-
production 
machines

Paper, 
packaging, 
print eq.

Testing / 
measuring 
machinery

Components 
and services

g q p p q y

Customer industries / 
applications we have 
been analyzing:

Aeronautics √ √ √ √ √ √
• Listen to customer needs: We

Railway √ √ √ √

Automotive √ √ √ √

understand the machines’ applications and
customer industries in China. Our work
often focuses on customer dynamics,
purchasing decision making, and
opportunities arising for our Clients.

Practical and reliable: We conduct over
Mold & Die √ √ √ √ √ √

Energy (incl. 
wind mill) √ √ √ √ √ √

Construction √ √ √ √ √

• Practical and reliable: We conduct over
thousand personal interviews p.a. with
market players, resulting in reliable market
information for clients who face a difficult
opaque market environment.

• Industry portfolio approach: As manyConstruction
& Mining √ √ √ √ √

Machine tool, 
machine OEM √ √ √ √ √ √ √

Shipping √ √

• Industry portfolio approach: As many
machines are sold to various different
industries, each segment offers different
characteristics, which need to integrated
into the machine makers’ decision making.

• Learning cross-link: We can draw frompp g √ √

Agriculture √ √ √

F&B, FMCG √ √ √

ea g c oss e ca d a o
our experience and contacts with
customers from previous engagements
with clients in customer industries.
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Home 
appliances, 
electronics

√ √ √ √



Assembly operation localization in China: For many foreign
machinery players a rocky path to only little cost savingsy p y y p y g

Foreign machinery companies struggle to
significantly reduce costs with their China

Together with savings on import duties, foreign
machinery makers assemble 20 – 30% cheaper,

Component Cost Breakdown, Universal CNC Grinder 

assembly operations. Main reason: Only non-
critical components can be sourced locally.

but it takes them long time to break-even, due to
lack of volumes, and high initial set up costs.

Start of local 
production

Year of 
reaching B/E

Unit output in 
China, 2012Company

Price ∆ to 
imports

EUR XXX,XXX

In EUR.
% = Parts cost 
of 1 machine

Assembled in 
Europe

Assembled in 
China

2003

2005

2008

20XX

20XX

20XX

X,XXX

XXX

XXX

ABC

DFG

XYZ

-XX%

-XX%

-XX%

-20%

XX,XXX

XX,XXX

Safety

Cast iron
bed frame

Control
cabinet

EUR XXX,XXX

XX,XXX
X,XXX

46%

Mechanical 
parts and 
components 
sourced locally 
that offer cost

Challenges of balancing cost control with quality control

Cooling
system XX,XXX

cover

XX,XXX

X,XXX
XX,XXX

33%

that offer cost 
advantages 
over Europe

Finding the 
right and 

experience 
mechanics

Sufficient 
training, 
retaining 

talent

Soaring salary 
cost and 

expectations

Expat-heavy 
operations 
during the 

ramp up (and 
l o l te )

Others
(CNC,

spindle,
bearings,

etc.)

XXX,XXXXXX,XXX 67%54%

Parts and 
components 
sourced locally, 
without cost 
advantages 
over Europe;

also later)

Deviations 
from standard 

processes, 

Sufficient 
support from 
HQ (financial, 

d t

Increasing 
local content 
sourced from 

Educating and 
managing local 

suppliers,
hi h l tilit
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over Europe; 
and parts that 
are imported.

p o ,
leaving room 

for error

product 
managers, QA, 

etc).

ou d o
Chinese 
suppliers

high volatility 
in delivered 

quality



Second-Brand Strategy and M&A: We design the right strategies 
to break into mid-quality segments and implement M&A dealsq y g p

The problem… The Strategy… … and the Result

The Chinese market changes its Acquiring a local brand / player to Example of packaging machinery

High-end market Equipment suppliers

The Chinese market changes its 
shape from the classical pyramid … 

High-end Imports

• Keep importing high-
end machines

• No localization / 
production in China.

1

Acquiring a local brand / player to 
break into mid-end markets

60(Sales, EUR 
m)

Example of packaging machinery 
client acquiring mid-market player

• Successful acquisition of

Mid-end

MNCs / SOEs
Export-driven co’s

Private co’s
Many industries

EU
Japanese

Japanese
Korean
Taiwanese

Imports

Locally-
assembled 
machinery

Simpler, adapted 
solutions for the 
“good-enough” 

market

• Acquire local player.
• Clearly distinguish local 

from import brand in 
the market

Mid-
end

2

3
+100%

local player.

• Immediate break into
mid-quality market
segment in China.

• Overall, doubled market

Low-end

y

Small co’s
ChineseThe volume market

Chinese territory

id d d i

Low-end
Bottom-end
Chinese area

• Export acquired 
machines to other 
(lower-end) markets.

3

Other overseas markets

30

share in China.

• Effective protection in
international markets
against Chinese threat.

• Exports of locally
The Acquisition…… to a mid-end dominant structure

High-end EU

EU

Imports
Identification and selection of acquisition targets

Strategic fit Cultural fit Price expectation

Target 1 Too high

produced machines to
other markets with
similar quality
requirements.

• Creating synergies where
sensible: Sharing

Mid-end
Simpler, adapted 
solutions for the 
“good-enough” 

market

EU
US
Japanese
Korean
Taiwanese
Chinese

Target 1

Target 2

Target 3

Too high

Within range

Low

• Due diligence
• Valuation

technologies and after-
sales service network in
China.

• Clear positioning
towards different
customers.
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Low-end Chinese
Bottom-end
Chinese area

• Valuation
• Negotiations
• Deal structuring and closure 20102008



Service Strategy: By identifying the segments with service 
needs, we design a optimized portfolio and investment model , g p p

• To downstream customers: 

Challenges of downstream customers 
and machinery makers

Outcome: additional growth potential 
and stronger market position

Options: Value-based service portfolio 
selection and implementation 

By clearly defining the entry point along
the timeframe

• How to enhance the productivity and 
efficiency in our operation? 

• How to reduce and save the TCO(total cost of 
ownership) in the life-cycle? 

Ho to imp o e o ROI and collect back the

the timeframe…

ay
m

en
t w

ill
in

gn
es

s

ay
m

en
t w

ill
in

gn
es

s

Keep existing 
service policy

Expand new 
service business

Investment model
selection

Top-line:
Service Strategy

Customer needs 
change

Size of machinery 
service market and

Team resource set 
up to gain the• How to improve our ROI and collect back the 

initial investment by energy saving? Service needs importance
(urgency)

P
a

Service needs importance
(urgency)

P
a

2014 2018

…and make the big decision on the future 
service…

change

Competitor 
strategy and threat

Sustainable growth 
purely on product 
business in the 
future

service market and 
potential

Customer segment 
addressability

Service contract 
and pricing 
scheme refining 

up to gain the 
target customers 

3rd party 
acquisition and 
partnership to 
achieve and retain 
the added value

• To machinery makers: 

• How to continuously increase the sales after 
gradually entering the maturity stage by new 
growth point? service…

Service on Management Agenda

• Decision on “go” or “not go” ? 

Base-line: 
Customer proposition

6 basic questions to answer

growth point?  

• How to grasp the customers with payment 
willingness and increase the service price? 

• How to drive a profitable services business?

to gain growth potential of service in the future

• Decision on the investment model and new 
service organization structure definition.

• Route-map(target market definition and 
agreement) and timetable of the actions.

• Target: Who will need service? 

• Portfolio: What kind of service the downstream customers 

want? 

• Driver: What is the main reasons they want service? 

• Impact: What effect they expect to improve or benefit from

Magic Cube: which Service Portfolio 
to select?

Product

Service 
business

~70%

~30%

~10%

…to gain growth potential of service in the future• Impact: What effect they expect to improve or benefit from 

the service? 

• Payment: Will they pay for the service?  If not, when they will 

pay? For what kind of service? 

• Potential: How much money the customer will invest on 

www.InterChinaConsulting.com Public © InterChina 14

Product 
Business 

2018

~70%

2014

~90%service in the next 3-5 years? 



Case study: Market entry strategy in non-destructive testing 
(NDT) solutions for China’s aeronautics industry( ) y

Client:
• European engineering firm.

How can the Client secure its first sale in a highly-regulated sector in China?

• Specialized in NDT equipment 
used to assess the structural 
integrity of aero components.

• Worldwide sales activities.

Objective:

Detailed profiling of 
potential customers, 
including their current 
suppliers and applications

Assessing the size and value 
of the opportunity, 
forecasted over a 5 year 

i d d d b

Objective:
• Understanding the current 

market (demand, competition, 
regulations, forecast).

• Identification of opportunities 
and design of entry strategy 
(i t t t t t t

suppliers and applications, 
and their interests in 
working with a new 
supplier.

period, and segmented by 
product/solution.

(investment structure, route-to-
market and partners, localization 
of tactics, financial projections).

Method:
• Conducted 37 interviews with 

aircraft assemblers, component 
makers, competitors and experts.

• Used the key success factors to 
conduct comparative analysis of 
the various market entry options.

Solution by InterChina:
• Establishment of a light structure 

with two agents, one for sales 
and the other for service, with 
recommended partners for each.
d f f l

Mapping of the stakeholders 
in the decision making 
process, describing their 
degree of power and

Comparative analysis of the 
market entry options, using 
the key success factors as 
parameters, to reach a 

www.InterChinaConsulting.com Public © InterChina 15

• Identification of 9 potential 
projects as short-term sales 
opportunities. 

degree  of power and 
influence.

p ,
conclusion on the preferred 
option.



Case study: Multi-sector analysis for a machine tool builder to 
identify new applications and opportunitiesy pp pp

Which customer sector prioritize (and how to access) to drive sales forward?
Client:
• European machine tool firm 

We focused our research on potential customers, rounded up 
with interviews with existing customers, and other parties

65

No. of interviews conducted by InterChina

We conducted primary 
research (over 60 
interviews) to understand 
customers’ future plans 
l 9 diff t t

(grinders, millers, and lathes).

Objective:
• The Client’s China sales were 

growing fast, but were driven by a 
few customer sectors

The Client’s mainstay 
sectors, aeronautics, and 
railway (rolling stock).

New potential 
sectors previously 
neglected by the 
Client

65

45 
Non
-
Cust.

4

9

5

5

14

12 Plus another 10 
interviews with 

competitors, agents etc.

along 9 different sectorsfew customer sectors 
(aeronautics, and railway) only.

• The Client felt opportunities in 
other sectors were missed, and 
also the need to prepare for a 
negative purchasing cycle in his 

i t t t

The overall process: 
Narrowing down 10 drugs to a 
portfolio of max. 5 drugs.

CONFIDENTIAL © InterChina Consulting 24 CONFIDENTIAL © InterChina Consulting 24

Existing 
Customer 
or Not

Total
customers
interviewed

20 
Existing 
Cust.

Source: InterChina Interview

6

3

7

4

Wind Power Machine 
Tools

Construction 
Machinery

Mining 
Machinery

Automotive Energy Aeronautic Railway 
Maint.

Railway 
Manu.

mainstay customer sectors. 

Method:
• Multi-sector customer analysis to 

find new growth opportunities, via 
qualitative customer interviews  

“The hard nuts”

• Local partner
• Direct investment
• Local sourcing

P icing adj stment“Quick wins”

There are 6 industry opportunity fields for doubling sales, but 
have different requirements on efforts and actions

High
Railway Maint.

(26 m)

Constr Machinery

There are 3 overall themes the Client will need to follow so it 
can secure the projected sales growth in those new industries

3 overall themes

XX
Railway 
maintenance

Automotive 

Estimated Client sales over 3 years

1. Local partnerships
to enter the railway maintenance sector,

to be more competitive in the wind 
power sector and to source frames

Specific actions were 
defined around 3 basic 
need themes to realize a 
penetration of new 
customer sectors and 

li ti i th h t

q
and competitor benchmarking.  

Solution by InterChina:
• We identified 3 “quick win” 

customer sectors where our Client 
could realize significant sales with • Pricing adjustment

• Fast delivery
Quick wins

• Raise awareness
• Pro-active sales
• Focus in approach, 

prioritizing target 
list

• Find better agents

Sales potential

Constr. Machinery
(15 m)

Wind Power
(9.6 m)

Machine Tool
(12 m)

Automotive
(9 – 10 m)

Energy
(5 m)

Based on future machine 
unit purchase potential 
(bottom-up calculation and 
extrapolation)  and 
qualitative drivers (growth, 
supplier preferences, etc.) XX

XX

Xx

XX
drive shafts, 
transmissions

Wind mill 
production

Machine tools

Energy

power sector, and to source frames 
for exports

2. Find ways to reduce prices
i.e. through intensified local sourcing,

or via strategic sales to win first 
references.

3 Pro-active market development

applications in the short-
and mid-terms. 

could realize significant sales with 
relative small efforts.

• Furthermore, we identified 3 “hard 
nuts”, which were customer 
sectors that required significant 
investment. In one of those 

l f ll l d
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Efforts (and risks)Low High

Low

Sector
sales nxt 3 y

supplier preferences, etc.)  
fast “quick wins” and 
longer-term initiatives were 
identified and prioritized
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XX

XXEnergy

Construction 
machinery

3. Pro-active market development
via pro-active customer visits in rather 

neglected sectors, intensified 
customer education, and better 

sales market coverage. 

sectors, our Client finally closed a 
JV with a local customer.



Case study: China commercial repositioning strategy for a niche 
application machinery makerpp y

Client:
• European machine tool maker, 

What went wrong in the last 7 years, and how to establish a base for growth?

Feedback of customers (plastic mold makers) on Client
Overview

Important for customer

Feedback of current Client customers in China on Client’s machines

We believe that China will be a major market for Client in the 
coming 10 years, and that China should be a strategic priority.

Predicted sales of Client in China 2010 - 2020

Probability Total Client sales

p ,
selling to mold & die customers

Problem:
• Despite an on-site sales team 

and agents in China, very 
limited sales

We mapped the
customers requirements
vs the Client’s capability
to deliver, and identified
important weaknesses
that led potential

Negative Positive

Unstable finishing quality 
when processing large 

surfaces (using graphite)

Ball screw not 
lasting 

Spare 
parts 

& 
SAT.

Drop door 

Restrict working condition 

Burning expert system 

Difficult to 
replace 

lubrication oil Control penal is 

Good filter 

High precision 
(processing 

sharp corners)

Rigidity of 
machine 

Modular design 
(aero. 

customers)

Less costly use of 
copper electrodes

“What do 
customers like 
about Client?

“What do customers 
not like about 

Client?”

• This scenario we are
comfortable to predict with
relative high certainty, as
we do not expect major

• Forecasts beyond 3 – 5
years have low certainty in a
dynamic market like China.

• We believe that this scenario
is possible, considering the
future output of automotive
and home appliances
industry, calling for more
(and higher quality) mold
making capacity.

10

20

g
e 

C
lie

n
t 

ED
M

 u
n

it
s 

so
ld

 in
 C

hi
na

 p
.a

.

10 units 
in 2013

2013 – 2020: 
Potential of additional 
30 – 40 units total.

25

y
of scenario 2010 - 2020

50%

80 units

EUR 20 m

Scenarioslimited sales. 
• Key competitors increased sales 

manifold over the last 7 years, 
whereas the Client’s sales 
remained flat in China. 

• The Client wanted to 
Based on primary research, we
found that the specific machinery

that led potential
customers to chose
other suppliers instead.
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Less important for customer

Too high oil 
level in the tank, 
only 2 shifts oil 

level 

lubrication oil p
fixed on the 

machine 
Machine 
Interface 

Good

Fair

Alert/ bad

Killer criteria / bad

Legend
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downturns in demand for
large EDMs for 2013 – 2020.

• This scenario can be
understood as a base
scenario for Client.

2010 2012 2013 2014 2015 2016 2017 2018 2019 20202011

La
rg

Year

2013 – 2020: 70 units total.

85%understand whether he should 
continue to invest into China, 
and what the right strategy 
forward should be. 

Method & Solution

p y
type market was still subject to
growth, and that the overall need
for the Client’s technology was
existent, providing a bigger market
opportunity than initially thought.

Commercial structure in China
A mix of direct sales and agent network will be necessary 

ChinaEurope

Client applies direct
sales by its own sales
force

1

X
Agent only

a

Pro Con

• Good control
• High effective 

proactive sales 
approach

• Good price 
titi

• Difficult to cover 
all customers

• Relatively high 
cost sales team 
at the beginning

Cost estimation for operating Client China - overview

Initial Investment

Unit: ‘000 Euro

Assumptions:
• 120 construction sqm in Top Grade B building in Guangdong and 1 Liaison office in Zhejiang.
• 4 headcounts in Guangdong, 1 headcount in Zhejiang.
• 1 China Representative for set up of Rep. Office, Chinese, excellent technical know-how, 

good / existing contacts to mold makers in Guangdong, 8+ years experience in the EDM 
industry (with competition or distributor or graphite makers).

• The first year’sOperational Cost

Method & Solution
• InterChina conducted a focused 

series of interviews with 
customers, agents, dealers, and 
competitors and mapped 
customer needs / demands in a 
qualitative quantitative as well

We created a detailed
business plan for the
Client’s new commercial
set up, in line with the
expected possible sales on
a 3 – 5 years forecast.

Rep-office

Client build up a mix of
direct sales force and
agent network

3

Client builds up agent
network, sales are solely
relying on agents

2

X

X

X

X
b

Trading 
company

c

Option a: Too weak

competitive

• Lower fixed cost 
on sales team.

• Reactive sales 
approach

• Less price 
competitive due 
to commission 
fee to agents

• Balance on low 
fixed cost and 
good market 
coverage

• Proactive sales 
h

• Conflict interest 
of direct sales 
and agent, 
difficult to 
manage agent 

Client Client

Client

44

84

250

26

35

• The first year s
investment may be
around EUR 250,000

• 4 types of major
operation costs:

• Salary
expenditure

• Marketing
• Renting fees
• Transportation

• There is no major cost
difference between an
operation of a rep.
office in in Shenzhen or
G h

16

32

12

qualitative, quantitative, as well 
as geographical way to 
understand future opportunities 
the possible attack points.

• Together with the Client’s top 
management, we signed off on 

We found that the Client’s
commercial activities were set up
in the wrong region (in Shanghai),

www.InterChinaConsulting.com Public © InterChina

www.InterChinaConsulting.com Public © InterChina 67

Recommended by InterChina

Option a: Too weak 
technical capability; Reactive 
sales approach.

Option b: The recommended 
option for Client

Option c: too costly 

approach
• Relatively good 

price competitive
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TotalOffice 
Mainte
nance

44

Transport
ation Fees

Others

Guangzhou.

Communi
cations

Human 
Resource

Marketing

17

the action plan that help to 
secure a stable and growing 
revenue stream. 

g g ( g )
and recommended to set up its
sales base in South China to be
closer to key customers.



Case study: Assessing customers’ future positioning strategy and 
how this will impact on their equipment quality requirementsp q p q y q

Client:
• European producer of machinery 

Will the local customer mid-segment upgrade their machinery requirements?

Decision making factors considered by different customers

1 Machine 
Performance

Major Factors

L M

DescriptionsCustomer requirements level

• Incl. speed, efficiency,
precision, waste rate,
stability and other features.

S

Low Hi h

…whilst their retail volumes and sales have grown faster than 
lower-end diapers, occupying more shelf-space than in 20XX

20XX 20XXYear

and equipment used by 
manufacturers of sanitary 
disposables (i.e. diapers). 

Problem:
• The Client needed to understand 

hethe mid i ed o m lle

Only ¼ of all babies in
China wear disposable

2

3

4

5

Machine
Brand

CAPEX Cost

Technology 
Improvement

L

L

L

L

M

M

M

M

stability and other features.

• Incl. cooperation period,
after sales service, technical
support etc.

Flexibility S

S

S

S • Incl. technology 
improvement capability

• Incl. changing of the
machine models to produce
various kinds of products

• Incl. cost consideration for
purchasing the machines.

Low High

Low

Low

Low

High

High

High

Schematic 
shelf-space 
in sampled 

retailers

Mid- and
low-end
Diapers

High-end
Diapers

20% 40%

20XX 20XX

60%

Yearwhether mid-sized or smaller 
regional brands would step up in 
their product quality requirements 
and enter a higher-end segment 
to compete with global brands 
such as P&G / Pampers. 

• This was critical to map out the

diapers, providing a
huge growth potential
for diaper makers.
Especially the sales of
(all int’l) high-end
brands have boomed,
pushing local brands

We interviewed 20 local mid-
sized player to understand
their future brand and
positioning strategies, and
h th t l t d i t
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Improvement improvement capability, 
IPR protection etc.Low High

S

M MNCs

Small Chinese Producers

L Large  Chinese Producers

Machine performance, Company brand, and Technology improvement

CAPEX Cost

CAPEX Cost, Flexibility

Key factors
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Growth rate 
p.a. retail sales 35%

20%

• This was critical to map out the 
future equipment demand and 
the Client’s strategy (set up local 
plant, partner up with a local 
partner, M&A, etc.). 

Method & Solution

and into a lower-end
corner. Would they
strike back and
demand higher-end
production machinery?

how those translated into a
need for upgrading the
production equipment, as
well as on the machinery
selection preferences.

Is the Chinese market demand really only restricted to
unsophisticated equipment?

Not entirely. For diapers, 2 (small) niche markets exist for advanced foreign machines.
Sanitary napkins market however is fully occupied by Chinese competitors.

Customers Machines Price level Potential

• Some large 
Chinese

• Imported, 
down fitted

• RMB 8 – 10 
m p line

• Around 3 -4
new lines

Diaper market breakdown

100% = 300 
lines*

6%† ~10 – ~30 - 40

100% = 300 
lines*

100% = 
6 bn

Is the price / performance comparison between Chinese 
machines and Client machines correctly executed? 

No. Chinese customers mostly consider CAPEX cost only,
driven by short-term driven China-typical production schemes / business models 

Machine Price Comparison 
(Mechanical Drive Machines for Diapers)

RMB
8-10 m

Chinese Producers’ Concept
for planning / budgeting production cost

• Material cost exceeding a
• Chinese customers consider the initial

cost for a Client machine 3x higher than

• InterChina categorized the market 
acc. to end product prices and 
clearly defined the technical 
features to segment the potential 
customer landscape, and 
conducted interviews with 20 

Niche
market
1

Niche
market
2

• Locally 
produced 
machines 
by foreign 
equipment 
producers

Chinese 
producers

• around 5
• Ruide
• Hengan

down-fitted 
machines

• Entry-level

• MNCs
• Large Chinese 

producers
• Medium-sized 

Chinese 
producers

• RMB 6 m p. 
line

m p. line new lines 
bought in 
China per 
year

• Around 2 -
3 new lines 
bought in 
China per 
year

84% ‡

6%†

10%†

MNC

Large 
Chines
e within 

top 10

Mediu
m- to 

small

~85 –
90%

10 
15 %

30 40 
lines 
(†‡) of 
foreign 
origin

~270 
lines 
(†‡) from 
domestic 
machine 
suppliers

40%†

40%†

RMB
5-6 m

RMB
3-4 m

RMB
2-3 m

RMB
1 m

700 
ppm

400 
ppm

300 
-400 
ppm 300 

ppm

N/A

Not considered 
by Chinese 
producers

50%

“Fixed 
Cost” (i e

“Variable 
Cost” (i.e. 
RMB 3-5 
m)

Tim
e horizon: 2-3 years

100% = RMB 6 to 10 m

• Material cost
• Labor cost
• Maintenance cost
• Spare parts cost

• Machine (initial
investment at
purchasing

Planning 
concept and 
horizon of 
typical Chinese 
producer

• Material cost exceeding a 
time frame of 2 – 3 years

cost for a Client machine 3x higher than
a Chinese machine

• Chinese customers calculate the trade-
off of buying 1 import machine if instead
they could buy 2 – 3 Chinese machines.

decision makers of the targeted 
segment, rounded up with 7 local 
competitor interviews. 

• We observed, discussed, and 
analyzed customer requirements 
and equ. way-of-use , and probed 
the po ibilit fo tome to

A key point to get right was
how decision makers of
customers were calculating
their CAPEX and ROIs on
new production lines, and
how they compare offers
from different suppliers,

Finally, we mapped out
the future potential of the
different customer
segments, with priority on
more accessible potential
accounts, and quantified
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Source: InterChina survey of around 18 potential customers, all segments, 2007.
Potential in number of lines are estimated by InterChina./

Sources: *CNHPIA; † InterChina survey 2007 ‡ InterChina estimation 

Total lines currently
installed in China,
2006/07, acc. to
origin of machine
supplier

small-
sized 

Chines
e

20%

Output diaper volume 
in China, 2006, 
InterChina estimation

Total lines
installed in
China,
according
to owners
(customers
)

Corrections Sept 5 2007
indicated in red
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Client Fameccanica
(China plant)

Heng 
Chang

Xingshi
Hanwei 
Creator

Peixin

pp
50% Cost” (i.e. 

RMB 3-5 
m)

purchasing
price)

• Factory costs
(land, building
etc.)

Source: InterChina survey 2007, customer statements,
competitor interviews

Source: InterChina interviews with Chinese customers

p

18

the possibility for customers to 
buy more premium equipment.

and how our Client’s
offering could fit in and
compete effectively.

, q
the estimated purchasing
value of such customers
for the Client．



Case study: Redesigning a mid-market machine by stripping-
down the function and price due to structured customer insightsp g

Client:
• European machine tool maker,

with assembly plant in China How simple and cheap does the ‘China Machine’ need to be?

Some machine designs need to be adapted to the customer 
requirements to compete effectively

Illustrative
Dressing system

Listing to customer preferences

Illustrative Illustrative

Findings from 4 sources suggested different requirement of the 
‘mass-market’ or ‘mass-market’ in certain segment

Distributor 
Survey

InterChina 
customer 

Survey

Client own 
customer 

Survey

Best selling machines of 

Okamoto Proth

• The results represented on the
left-hand side reflect the
“average” or synthesis of all
surveys, making no distinction
between different market
segments or industry demand /

Majority of responses acc. to technical requirements,
according to different surveys

Problem:
• The Client needed to

understand local customer
requirements for reviving a
machine type that was ailing in

We measured customers’
requirements on techn. features
such as accuracy, tolerance,
cutting speed, working table size,
spindle power, etc. , sampling

With t ti ti l l i d

200X500
300X600
400X800

Others
(>300X1000)

CNC
NC

PLC

Size of working table

Types of control system

Manual
Automatic

Working table 
size <200x500 >300x1000 <200x600 150x450 250x500

Control type Manual Manual CNC Manual PLC

Accuracy <0.003 mm <0.003 mm <0.005 mm <0.003 mm <0.003 mm

Tolerance <0.005 mm <0.005 mm <0.005 mm <0.005 mm

Hydraulic or 
Ball Screw Hydraulic Hydraulic Ball screw Hydraulic

Cutting speed <45 m/s <45 m/s <35 m/s

Spindle power >4.5 kW >4.5 kW 1.5 kW 1.5 kW

Spindle speed Variable Fix-1 speed

segments or industry demand /
requirements.

• Results from the surveys
represent “mass-market”
demand whereas best-sellers of
competitors capture the demand
of the niche segments.

• Result of Client own customer
survey suggested different
features, e.g. CNC system with
lower accuracy requirement. We
believe that the questionnaire
was biased towards customers
with higher quality or
productivity demands.

• InterChina customer survey:
R lt di t b f

machine type that was ailing in
sales in China.

• The key idea was to strip-down
the machines of excessive
features and assemble the type
with local components at
h t

p p p g
hundreds of customer voices in
several different sectors.

With statistical analysis, and
adjusted by directions provided by
qualitative research, we profiled
the right machine features that
customers were expecting for a
certain price – and the price they
were expecting to pay for certain
f t d f
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Manual

<0.005mm
<0.010mm
>0.010mm

<0.003mm
<0.005mm
>0.005mm

Accuracy (Flatness)

Tolerance
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Dressing 
system Headdresser M Headdresser M Headdresser A

Example of 
typical 

machines used.

Kent 250 Hangzhou MT 
7130 

Blohm
KC 360

Okamoto Linear
Proth

PSG 250

Results according to number of
responses (customers), but not
according to number of grinder
units. Therefore, most
responses tend towards large
working tables (300x1000 –
these are preferred by a larger
number of smaller customers).

36 distributors 115 customers Client own
customer study

Direct competitor
benchmarking

cheaper costs.
• As such, the Client needed the

technical specs and target price
ranges to go back to the
drawing board and to design
the right machine for China.

features and performance.

Except for grinders used in automotive industry, the majority of 
units demanded by Chinese customers are manually operated

25.8%Mold & Die

745 units = 100%

192
74.2%

3.9%

21.9%CNC

NC

Manual

15 6%
7.8%

28.6%

40.6%<200x500

300x600

400x800
>300x1000

78

55

15

39

132

7

Breakdown by table size Breakdown by control systemBreakdown by industry

192 192

To define the Client’s sales + distribution model, we looked at 
machine tool producers selling “mass-market” machines in China

Distribution 
models for 

mass-market 
machine tools

• XXXXXXX

Purely distributor driven

Combination of distributor 
and direct sales

• XXXXXXXXX
• XXXXXXXXX
• XXXXXXXXX

• XXXXXXXX

Purely direct sales driven

There are 4 basic distribution models for selling mass-market machines in other machine tool categories

To understand their models, we profiled their sales + 
distribution structure models in very detail…

SMTCL’ mass-market 
proposition sold in China

Production
location

Producer’s own
sales / service

structure in China

Distribution
structure

Result
(sales in China)

• Type: Vertical NC machining 
center (model VMC750);

• RMB 450,000

• ~19 sales offices, 1 sales 
manager + 5-10 service 
engineers per sales office

• Sales support & service 
provision

Shenyang, 
China

Units p. 
year

RMB
p. year

1,300

550 m

4S 4S 4S 4S

4 4S shops

Shenyang, 
China S S S S S

S S S S S

XXXXXSBUs

65,000

S S S S S

S S S S S

XXXXXMC SBU

• Produced in China
• 2 months stock 

for non-CNC 
machines.

D D D D

~200 distributors

D D D D

~30 distributors

Highest leverage rate
and lowest profitability

in the industry 

XXXXX utilizes a large distributor base with 100% sales from ~230 distributors in 19 regions

g

Method & Solution
• InterChina ramped up a broad

survey efforts, a combination of
qualitative and quantitative
research (also coordinating a As our Client did not have the right sales and

45.2%Automotive

337

31.3%

18.1%
0.6%

50.0%CNC

NC

Manual

PLC

4.3%
2.1%
3.2%CNC

NC
PLC

7.3%

15.6%>300x1000
Others

8.0%
7.4%
5.0%
16.3%

63.2%<200x500

300x600
400x800

>300x1000
Others

19.9%<200x500

30

213

55
1725

43

155

56

97

337 337

216 216

www.InterChinaConsulting.com Public © InterChina 57

Joint investments • XXXXXXX

We didn’t leave the Client with a vision alone, but addressed the 
hurdles which had to be solved to arrive at this vision…

Direct sales team
(mass market products)

Client’ centralized service system

1

2

Challenge

• Gradually reducing its sales activity
• Shifting towards a support function for distributors
• Dispatching sales people to work with / at distributors
• Turning “redundant” sales force into separate distributors

• “Decentralize” the system to be closer to the market
• Client should still provide service (not the distributors)
• Build out rep offices into service support centers

Proposed solution

To achieve the “100% distributor sales” vision, Client will need to address and solve 4 challenges...
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• Type: Lathe (model CR6136)
• RMB 50,000

S S S S S

• ~230 distributors incl. four 
4S shops

• Four 4S shops and larger 
distributors sell all types of 
machines for all SBUs. 

Units p. 
year

RMB
p. year

5,500 m• ~19 sales offices, 1 sales 
manager + 5-10 service 
engineers  per sales 
office per SBU

• Sales support & service 
provision

• Produced in China
• 2 months stock 

for non-CNC 
machines.

… and worked out scenarios on how he could transform from his 
current to the future sales + distribution model…

Scenario 3

Scenario 4

Do something
different

Incremental 
sales increase

Scenario 3

Really do
S thi

Expected 
Volume

Incremental 
Change into a 
Distributor-
Based Model

• The sales volumes are based on surface
and profile grinders. The expected
volumes are slightly larger than Client’s
5-year forecast that was discussed at
PRB 2 meeting on 17th Feb

…and it should be done incrementally - 3 scenarios moving from a hybrid model to a distributor-based model

research (also coordinating a
call-center) to collect the
technical specs and price points
from customers along different
sectors, plus focused interview
rounds with dealers. This was

d d i h i

We found that an initial design draft of the
Client was not well received by customers. Also,
earlier, preliminary studies by our Client (before
engaging us) overlooked the fact that customers
actually wanted a PLC control system, not just a

As our Client did not have the right sales and
channel set up for the new machine, we also created
a new sales ／distribution ／service concept to push
the new units efficiently to the market. We
benchmarked with other standard machine players,
and combined their best practices with the Client’s
specific situation in China.
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G. Machinery 29.0%216

90.4%Manual

PLC

13.4%

30.1%

26.4%

10.2%300x600

400x800

>300x1000

Others

22

57

65

169

36 distributors 115 customers Client own
customer study

Direct competitor
benchmarking www.InterChinaConsulting.com Public © InterChina 60

Branding strategy

Foster ‘local thinking’ culture - be local 
to be global

3

4

• Build out rep offices into service support centers

• Clear 2-pronged brand policy for all brands
• Import brand “XXXXXXX’
• Locally made brand “XXXXXX”
• Helps to use same sales points (distributors) for both import 

and locally made machines / brands

• Extensive and intensive communication to win support and 
break down barriers

• Re-streamline internal structure 
• Implement guidelines and related appraisal scheme to alter 

individual behavior 
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Timeline2 
months

Scenario 1

Do
something

20 units

Scenario 2

Do
something
more

40 units

Scenario 3

Really do
Something
(stage (1)

200 units

sales increase 
(+10% p.a.)

Something
(stage (2)

400 units

6-12 
months

24-36 
months

36-48 
months

PRB 2 meeting on 17th Feb.

• Uncertainty exists due to the recent
financial crisis which will surely have
negative impact on the market demand
in short term (2009/2010). Despite of
the aggressive stimulus plan rolled out
by the Chinese government, the real
impact is yet to be further examined.

19

rounded up with an extensive
competitor benchmarking.

actually wanted a PLC control system, not just a
pure CNC, as well as a manual dressing system.
The Client’s early design drafts were still too
expensive to find a market.



Case study: Qualitative assessment of local customer needs,
quantitative modeling to decide whether to produce in Chinaq g p

Client:
• European producer of

Should the Client set up a local plant to better serve the Chinese market?

A “better cost-performance factor” is the key reason for Chinese 
customers to purchase Competitor X’s SL laminators

Interviewed 
customer

SL in use (brand) Number 
of SL in 
total 
(units)

Date of SL 
purchase

Key reason for 
choosing the 
SL technology

Secondary 
reason for 
choosing the SL 
technology

The other SL 
brands in 
bidding and 
tendering 

Reason for choosing the Competitor X brand Reason for not choosing the other SL laminator brand

Shanghai 
Hengxin

Competitor 
X(Machine Z), 
Sinomech

3 One in 2011, 
other two in 
2012.

Higher 
efficiency

Cost reduction Client, 
Sinomech

• Competitor X is cheaper than Client and 
has better and stable performance than 
Sinomech in 2011.

• Client machine is more expensive, and domestic 
machine is not with stable performance. 

• In 2012, Hengxin selected Sinomech on repeat

Customers who select Competitor X SL laminator  in the first time 
purchase :

There is no other key reason to establish local assembly operations in 
China, except for reducing assembly costs to reach the target price

Client’s high prices is the main 
barrier for success in China

Customers’ expectations 
require local functions…

… but do not require a 
local assembly plant

p p
packaging converting equ.
(laminators, printers).

Problem:
• Very limited sales in China via

own small team and dealer Sinomech 2012. Sinomech in 2011. In 2012, Hengxin selected Sinomech on repeat 
purchase because Competitor X refused to further 
reduce it price. And Sinomech improved its SL 
laminator. (it is claimed that in 2011 Hengxin was 
shown to a customer who use Sinomech’s 1st

generation SL at ~70 m/min. )

Chengdu 
Yongzhi

Competitor X 2 One in 2009, 
one in 2013

Cost reduction
(i.e. adhesive 
consumption: 
SL, 1.6 g/m2; 
DL, 2.6 g/m2)

Environment 
protection (no 
solvent residue)

Client • Competitor X contacted this customer 
proactively and one step before Client to 
agree on the purchasing intention 
agreement with Competitor X. 

• Competitor X has good SL laminator and 
could pay directly in RMB. 

• Purchasing procedure from Client was more 
complicate. Yongzhi needed to take care the import 
procedure and pay in Euro. 

Zijiang 
Printing

Competitor X 2 One in 2000, 
one in 2011

No solvent 
residue

Cost reduction NA • Competitor X machine has stable quality. • There was not a lot available solventless laminator 
suppliers in China in 2000. 

Dinghong Competitor X 1 2011 Cost reduction Cost reduction NA • Recommended by nearby Competitor X 
customer. 

• Not familiar with other suppliers’ machines. 

Customers who changed to Competitor X SL laminator  in the second time 
purchase :

Interviewed 
customer

SL first time 
purchased 

SL second time 
purchased 

Number of SL 
in total  (units)

Date of first 
time SL 

Date of second 
time SL purchase

Key reason for 
choosing SL 

Secondary reason for 
choosing SL technology

Reason for transferring to 
the Competitor X brand

Reason for not repeat purchasing 
the former SL laminator brand e 
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l. 
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A
T) EU

R
 2

30
,0
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╳ ╳

Pre-sales

Price

Payment

Delivery

Many Chinese customers 
prefer to visit supplier’s plant 
and look at the machine. 

Will Chinese (especially T3 and T4) 
customers buy Client’s SL laminator?

Machine Z will be the key 
benchmark for Chinese 
customers.

Billing in RMB is 
increasingly expected and 
necessary, especially for 
smaller customers.

Customers expect order –
delivery within 1 to 3 months

Showroom

No matter the 
production location… it’s 
the price that matters. 

Local Trading Subsidiary 
or Trading Agent 

Depending on shipment 
speed from other

own small team and dealer.
• Was about to introduce a global

technological novelty, but was
uncertain of the demand from
Chinese customers.

• Key competitor just set up a

Through a series of personal interviews
with 20 potential local customers across
different segments (size, quality
positioning, etc.) in China, we found

Our client initially hoped that with locally
assembled machines, customers would be
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p
(brand)

p
(brand)

( )
purchase

p g
technology

g gy p

Chengdu XHT Sinomech Competitor X Two from 
Sinomech, 
another 3 from 
Competitor X

~2010 from 
Sinomech

~2012 from 
Competitor X

Cost reduction Environment protection 
(no solvent residue)

• FIE machines have 
better quality. 

• Competitor X was very 
positive to contact the 
customer, introducing 
its solventless laminator. 

• Invite XHT’s GM to the 
plant opening ceremony 
in Shanghai and 
arrange him to sit in the 
first row, making him 
feel honored.

• Very bad experience on 
Sinomech machines quality and 
service: Sinomech machines 
have quality problems and are 
with unstable performance 
(especially after changing roller, 
the tension control will get 
worse). 

• It is claimed by XHT’s GM that 
they used to contact Client for 
2nd time purchase, however no 
positive feedback. 

Source: InterChina Consulting interviews and analysis. www.InterChinaConsulting.com Public © InterChina 40Source: InterChina Consulting interviews and analysis.
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Delivery

Service

delivery within 1 to 3 months.

Fast response is expected.
Local operations help to 
convince customer that 
supplier is able to do so. 

speed from other 
locations

Local service / engineering 
team, and show room to 
demonstrate capability and 
commitment 

plant in China, putting pressure
on the Client’s China presence.

• Needed to decide how to best
serve the Chinese market – via
imports, or via its own local
assembly operations.

positioning, etc.) in China, we found
that customers would like to switch
from the traditional technology to the
novel model offered by our Client, but
that price remained to be a barrier.

more prone to place orders (faster delivery,
better service provision, etc. ), but we
found that customers’ priority decision
factor was the unit price, no matter if
locally assembled or imported.

Competitor X’s Machine Z, assembled in China, is estimated to 
save 18% cost over assembly in Italy 

9,0003,000

4,0006,000
1,700

Laminating System

Direct Labor

Labor cost Key components, by import Auxiliary Components, sourced from Chinese suppliers

Assembly cost  of one unit of Competitor X Machine Z in Europe and in China （Unit EURO)

86,000 88,000

70 000
Source:

Cost percentage of imported

Source:
• Interview with Competitor X 

service engineer and sales 
manager

Source:
• Direct labor data is 

through 
benchmarking with 
Client

-18% +25%

We calculated two scenarios of Client investing into a assembly plant in 
China, which resulted both in a negative IRR

2015 2016 2017 2018 2019
Revenue 1,200 2,400 3,600 4,800 5,400
• Sales Units 10 20 30 40 45
• Sales Price 120 120 120 120 120
Cost of Goods Sold 1,020 1,920 2,790 3,520 3,960
Cost per Unit 102 96 93 88 88
Operating Cost 805 830 890 970 1,015
Agent Bonus (5%) 60 120 180 240 270
EBIT -685 -470 -260 70 155

All values in EUR 1,000 “Conservative scenario” • From market size perspective, 
in 2013 totally around 190 units 
sold which Competitor X 
contribute around 120 units. 

• From market growth 
perspective, the growth is 
estimated from a long-term 
perspective at around 15% , but 
not based on 2013/2012 growth

assembly operations.

Method & Solution
• InterChina conducted focused

primary research on potential
customers, assessing their
technology needs competitor

We reverse-
engineered the cost
of a key competitors’ Finally we concluded that the Client

27,000

27,000

35,000

14,000

14,000

17,000

7,000

3,000
1,450

6,000

6,000

3,400

7,000

Guided Roller

Shell

Others (i.e. frame, 
Adhesive mixing machine)

Coating System

Tension Control

4,000
4,000

70,000

Source:
• Reverse 

engineered China 
assembly cost via 
excluding ~17% 
VAT, ~8% tariff 
and ~1% shipment 
fee from assembly 
cost in China

• Cost percentage of imported 
components from interview with 
Competitor X service engineer 
and sales manager

• Calculate the labor cost using 
the salary of workers and 
working hours needed for one 
unit provided by Competitor X.

Source:
• Overall percentage of local 

sourced components from 
interview with Competitor X.

• Shell price is from interview with 
sales manager of Competitor X 
supplier XXXX and crosschecked 
by another peer supplier 

Source:
• Get cost difference 

between locally 
sourced 
components and 

Interests 0 0 0 0 0
Income Tax (25%) 0 0 0 0 0
Net Profit -685 -470 -260 70 155

Year 0 (initial 
investment)

Year 1
(2015)

Year 2
(2016)

Year 3
(2017)

Year 4
(2018)

Year 5
(2019)

Net profit -1,190 -685 -470 -260 70 155
Negative IRR: Within first 5 years, Client cannot pay back initial investment. 

2015 2016 2017 2018 2019
Revenue 1,200 1,800 2,400 3,600 4,800
• Sales Units 10 15 20 30 40
• Sales Price 120 120 120 120 120
Cost of Goods Sold 1,020 1,440 1,860 2,640 3,520
Cost per Unit 102 96 93 88 88
Operating Cost 805 825 860 960 990
Agent Bonus (5%) 60 90 120 180 240

68 0 180 0

All values in EUR 1,000 “Pessimistic scenario”

Client China 
plant P&L
and IRR

not based on 2013/2012 growth. 
• From Client perspective, around 

10% share estimation for Client, 
considering it is not first-mover 
compared with Competitor X, 
and less competitive price level. 

• From market size perspective, 
in 2013 totally around 140 units 
sold which Competitor X 
contribute around 70 units. 

• From market growth 
perspective, the growth  is 
estimated from a long-term 
perspective at around 15% , but 

technology needs, competitor
analysis, reverse engineering of
key competitor’s local plant,
cost analysis of Client’s
hypothetical China plant, ROI of
recommended strategies.

of a key competitors
local assembly ops to
estimate what cost
saving potential the
Client could achieve,
and whether a set
target price
(concluded through

Finally we concluded that the Client
could reach his target price in
another plant in LATAM and would
not need to risk the start of local
production in China, as the estimated
cost savings in China were too thin
to justify the investment. We
recommended to invest a certain
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Machine Z 
assembly cost 

in Europe

17,000

Machine Z 
assembly 

cost in China, 
exclude VAT

11,000

3,400

Machine Z 
assembly 

cost in China, 
include VAT

13,000

,000
Others (ie. metal 
sheet, machining 

parts, e.g. support)

Source: InterChina  interviews and analysis

by a ot e pee supp e
XXXXXX

• Guided roller price is from 
equipment engineer of  
Competitor X customer, XXXX 
Packaging and crosschecked by 
interview with XXXX and ZZZZ/

co po e ts a d
imported ones 
through interview 
with XXXXX, XXXX, 
XXXXX, XXXXX and 
XXXXXX, then make 
estimation
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EBIT -685 -555 -440 -180 50
Interests 0 0 0 0 0
Income Tax (25%) 0 0 0 0 0
Net Profit -685 -555 -440 -180 50

Year 0 (initial 
investment)

Year 1
(2015)

Year 2
(2016)

Year 3
(2017)

Year 4
(2018)

Year 5
(2019)

Net profit -1,190 -685 -555 -440 -180 50
Negative IRR: Within first 5 years, Client cannot pay back initial investment. 

p p ,
not based on 2013/2012 growth.

• From Client perspective, around 
30 units estimated, less sales 
than the conservative scenario 
(around 40 units). 

20

• Jointly with the Client’s top
management, the decisions and
actions were signed off.

(concluded through
competitor research)
could be reached.

recommended to invest a certain
percentage of the earmarked
investment into strengthening local
sales & service capabilities instead.



Case study: Extensive customer understanding, testing possible 
offering ideas, and concluding on localization strategy g , g gy

Client:
• Leading packaging converting 

How to sell a premium technology proposition to Chinese customers?

A Western-style packaging plant

Converting Corrugator

Even after localization of production, most PLs remain too
expensive for the Chinese market

TopackSCA Jian Feng

0

Current Client 
price (import)(In RMB m) Client price minus 20% (assuming this would be the price to 

be achieved through localizing production of the PL) Price Offered By Competitors

g p g g g
equipment maker.

Problem:
• After a decade of importing to 

the Chinese market with 
moderate success the Client was

Chinese accounts did
not support the
proposition of in-line
production (as typical in
the West), but adhered

Offline 
Flexo

Flat-bed
die cutter

FFG

PS

Topack

Sunrise

Sunrise

Eternal

Eternal

16.813.4

1310.4

129.6

4.83.84

4 10

Rengo, YFYCheng Loong, IP, SCA

Cheng Loong, IP, SCA

Winco, Rengo, IP, SCA, YFY

Ch L F ji Ji fSh i SCA IP

321.1

3 7

5 8 10

Topack: RMB 1 million for one color, 
RMB 5-6 million/set 

Sunrise: RMB 7-8 million
Hubei Jingshan: RMB 3.8 million
Ishikawa: FG300H – RMB 10 million

Eternal: Auto - RMB 1.3-1.8 million
Semi-auto – < RMB 1 million

Asahi: ~RMB 3.5 million

Mostly are RMB 3-4 million
(Medium-to-high end)

moderate success, the Client was 
considering local production and 
needed to understand if the local 
market would support this. 

• Furthermore, if local production… 
a green-field investment or a 

We found that the Client,
after a decade of a wait-
and-see strategy
(opportunistic imports),
had lost the grip over
important accounts to
Taiwanese and Chinese

)
to an off-line concept to
retain higher flexibility
on fragmented order
volumes with (still)
lower labor cost, and we
could not detect a sea
change within 5 years.
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Peripheral 
Equipment

www.InterChinaConsulting.com Public © InterChina 1

FG

Stitcher

, 
Paktek

Tan Chen, 
Godswill

32.4

1.51.2

Cheng Loong, Fujian, JingfengShanying, SCA, IP

Cheng Loong, Jingfeng
0.8

Shanying, SCA
0.5

2.2210.5

0.2

0.2
Taeyong Eterna: RMB 0.4-0.9 million
Paktek: RMB 0.4-2 million

Tan Chen: RMB 0.4-0.5 million
Godswill: RMB 0.6 million

Max price customers willing to pay 
for a Client or Western machine

Price gap between max spending of 
customers and the possibly 
achieved local price by Client’s PL

The price customers 
willing to pay

Price range offered by 
competitors

partnership or M&A?

Method & Solution
• InterChina conducted an 

extensive customer analysis, 
interviewing 62 packaging

Taiwanese and Chinese
competitors, which were
significantly cheaper, and
did not understand the
Client’s premium offering.

The better technologies not always win.
Chinese customers use the concepts they want to use

• In bottom printing, very hard to inspect
quality, resulting in higher waste rate.

Top printing is dominating Chinese market Top printing of Dongfang 

Bottom-print printer / slotters vs top print concept

We believe that even after an acquisition, a Chinese competitor* 
could still achieve a profit.

Dong Fang
Turnover 173,622 = 100%

25.8% 21.8%

Eternal Shanghai Jin Chang
Turnover 183,930 = 100%

12.4% 9.5%Net 
Profit Net 

Profit

Turnover 29,578 = 100%
4.3% 2.8%Net 

Profit

Preliminary analysis of competitors’ profitability, and possible adjustments due to an 
acquisition by a foreign company (in RMB 1,000)

interviewing 62 packaging 
makers (customers across 
different segments), surveying 
100 factories of large packaging 
groups, and 10 competitors.

• InterChina created several 
hypotheses and ideas for selling

The only possible way for the
Client to re-establish itself in the

• Bottom printing perceived more costly:
Expensive components, higher requirement
of operation and maintenance.

• Domestic users are very used to top
printing: “Easy to operate and maintain”.

• No ink leakage problem.

• Better printing quality

However, producers of top printers know 
about the advantages of bottom-print:

Top printing of Topack 
Current After acquisitionCurrent After acquisition Current After acquisition

• Cost scenario analysis, based on financial data of potential target companies, with cost adjustments to
i fi bili f i f M&A Th dj b d ibl l li

hypotheses and ideas for selling 
premium solutions to local 
customers that were tested in 
iterative rounds of research. 

• We concluded the project by 
convincing the BoD that it was 

Moreover, we found that the Client was
trying to sell a machine design to the
market that local customers – albeit

local market was to acquire a
local player with sufficient
revenue and a machinery offering
that the local market demanded.
We calculated the profitability
impact in case of an M&A, and
found the strategy to be feasible,
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• Better printing quality.

• Better cutting quality.

* However, Topack claims that its top
printing technology also gains such
advantages, and so can be sold at
premium price.
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estimate profitability of target companies after M&A. The adjustments based on possible law compliance
(employee social welfare and income tax cost), and further cost because of an acquisition (additional
selling expenses, insurance premium, extra management salaries and IT expenses).

• Those cost scenario analysis is only a kind of rough estimation (based on tax bureau figures and
information collected through the research), and should not be understood as a substitute of a real due
diligence (using “real” book figures).
*InterChina did not approach the companies’ owners or management for 
potential divestiture or cooperation intensions in the course of this project.
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time to buy a local player. various advantages – simply did not
accept. This challenged the Client’s
original technology portfolio significantly.

gy ,
provided the Client would pursue
a 2-brand strategy and keep
integration efforts at a minimum.



We are getting deals done: Selection of recent M&A deals in the 
machinery sector by InterChina Consultingy y g
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Case I: Client acquires majority stake in Shanghai Eternal Machinery 

Transaction

T ti St t it hTransaction Structure: equity purchase
Deal: Acquired 65% of Shanghai Eternal
Date: October 7, 2010

The Client and Eterna/Brausse product ranges have a 
hi h d f l t d th t i

Client is the world’s leading supplier of machinery 
and services to packaging manufacturers in the 
folding carton, corrugated board and flexible 
material industries.
Founded in 1890 by Joseph Client in Lausanne, high degree of complementary, and the two companies 

will each continue to develop technologically advanced 
products and services that answer the business needs of 
their respective customers. The brand identities, 
management teams, sales and service organizations of 

y p ,
Switzerland, Client has a presence in more than 50 
countries, runs 11 production facilities in 8 
countries and employs over 5,000 people around 
the world. The firm recorded a consolidated 
turnover of CHF 1 27 billion (approximately 1 06 both companies will remain separate, thus ensuring 

continuity in the relationships between customer, Client, 
Eterna and Brausse.

turnover of CHF 1.27 billion (approximately 1,06 
billion EUR) for 2011.

InterChina

InterChina served as Client’s advisor and provided 
complete and comprehensive transaction advice, acting 

l l i t t b k

Shanghai Eternal Machinery Co., Ltd. is a solely 
foreign-owned company which is specialized in 
manufacturing automatic/semi-automatic flat bed 
diecutting & creasing machine, foil stamping 
machine folding & gluing machine along with as a local investment bank

Advisory included growth strategy, target search, 
deal structure, government relations, valuation, 
negotiation, and transaction closure.

machine, folding & gluing machine, along with 
corrugated paper board peripheral equipment and 
stitching machine. Established in Shanghai in 1995, 
Shanghai Eternal Machinery Co., Ltd. is the pioneer 
in manufacturing large format automatic flat bed 
di i & i hi f d

www.InterChinaConsulting.com Public © InterChina

g ,
diecutting & creasing machine for corrugated 
industry in China.
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Case II: Joy Global acquired 100% of shares of Wuxi Shengda

Transaction
Transaction structure: equity purchaseq y p
Deal value: $22 million
Date: August 2008
Joy Global acquired 100% of shares and certain assets of
Wuxi Shengda.
Mike Sutherlin president and chief executive officer of Joy

Joy Global Inc. is a worldwide leader in high-
productivity mining solutions. Through its
market-leading Surface and Underground
Business Units Joy Global manufactures and Mike Sutherlin, president and chief executive officer of Joy

Global Inc., said, "The acquisition of Wuxi Shengda provides
us with a foothold in the China market for domestic
equipment and will allow us to better serve that country's
local and regional mining industry."
"W i i d i

Business Units, Joy Global manufactures and
markets original equipment and aftermarket
parts and services for the mining industries. Joy
Global's products and related services are used
extensively for the mining of coal, copper, iron

"We see opportunities to grow revenues and margins at
Wuxi Shengda by enhancing its existing product offering
through newer shearer technology, improving operational
efficiencies and establishing our service/aftermarket
capabilities," commented Ted Doheny, president of Joy

ore, oil sands, gold and other mineral resources.

Wuxi Shengda Machinery Co Ltd

InterChina

p , y, p y
Mining Machinery, Joy Global's underground mining
business.Wuxi Shengda is a State-owned Enterprise (SOE)

established in 1957 and privatized in 2000.
It primarily serves the markets for provincial

Wuxi Shengda Machinery Co. Ltd.

InterChina served as Joy Global’s advisor and provided
complete and comprehensive transaction advice, acting
as a local investment bank

Advisory included deal structure, government

mining companies and employs approximately
450 at its facility in Wuxi, China.
Shengda mainly produces medium duty shearers
which are sold to medium to small scale coal
mines.
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y , g
relations, valuation, negotiation, and transaction
closure.

mines.
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Case III: MANN+HUMMEL took over 100% of Benghu Haoye Filter

Transaction
Transaction structure: 100% acquisition
Deal Value: undisclosed

MANN+HUMMEL has more than 50 locations 
worldwide, employing around 14,400 people and 
recording about 2.5 billion EUR sales in 2011.  
MANN+HUMMEL offered leading filtration technology

Deal Value: undisclosed
Date: August 30, 2012

MANN+HUMMEL signed an agreement with Bengbu Haoye
Filter Co., Ltd to take over 100% of the filter manufacturer 
based in the “China Filter City” – Bengbu Anhui ProvinceMANN+HUMMEL offered leading filtration technology 

to both automotive and industrial OE and aftermarket 
customers in China since 1996. In the independent 
aftermarket, the filtration specialist meets the 
customer’s requirements through the premium MANN-

b d d h l l d f d O

based in the China Filter City  – Bengbu, Anhui Province. 
The acquisition of Bengbu Haoye is a logical step in the 
MANN+HUMMEL expansion strategy in China. A local well-
known brand with focus on domestic applications together 
with an extended product range and well developed 
di ib i k ff d i fi hFILTER brand products with clearly defined OE 

specification.
distribution network offers a good strategic fit to the 
established MANN-FILTER footprint in China. In addition to 
the new aftermarket portfolio, MANN+HUMMEL aims to 
offer from its new production base in Bengbu competitive 
and market-specified solutions in particular to local OEM 

InterChina
For more than 16 years, Bengbu Haoye has specialized 
in supplying various types of filters primarily to the

p p
customers.

InterChina provided complete and comprehensive

Bengbu Haoye Filter Company

in supplying various types of filters primarily to the 
automotive aftermarket. In 2011 the company 
generated a turnover of around EUR 13m and employs 
more than 500 people.

InterChina provided complete and comprehensive 
transaction advice, acting as a local investment bank

Advisory included initial target evaluation,  deal 
structure,  valuation, negotiation of non-binding 
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terms and definitive agreements, and transaction 
process management.
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