Business in Asia 

“You've just finished negotiating the deal, and it's time for a celebration, drinks and dinner all around, and you go to bed only to wake up the next morning to learn that the other side wants to start all over again. Or you try to buy something - say a collection of antique vessels for resale for decorative uses – and you're told that the artifacts are yours but only for a price. You wonder, should I agree to pay a bribe just this once?”(Rhodes, 2003) Do any of these examples sound familiar? Well if you’re a company doing business in an Asian market, these are very common incidents. 

This essay aims to shed light on the problems faced by Australian enterprises doing business in Asia. Problems such as cultural disparities, language barriers, competition form firms from Europe, the United States and Japan and other such barriers will be discussed in detail. Further, strategies pursued by these firms to counter these barriers will also be discussed. In the second part of the essay, a case study of an Australian firm operating in Asia will be conducted. 
Exporting and foreign investment activity has long been a significant component in the Australian economy. “Foreign markets for Australian goods and services provide opportunities to increase national turnover, achieve economies of scale, diversify production and contribute to growth and employment” (ABS, 2006). Exporting is important to Australia. It helps pay for imports as the economy grows. The gains from trade enable a higher standard of living than Australians would otherwise enjoy. It is also a source of new ideas and knowledge for Australian businesses as they compete against the world’s best in the international market place (Lane, Philip & Milesi-Ferretti, 2001). 
Asia has become a key part of the global economy, accounting for three of the ten largest economies (China, Japan, and India) and accounting for more than 35 percent of world GDP. Asia's share of world GDP is also on the rise, thanks primarily to its economic liveliness (FIG: 1). The region's economy, having fully recovered from the financial catastrophe of 1997–98, is now the fastest growing in the world, contributing close to 50 percent of world growth (International Monetary Fund, 2006). 

FIG 1: Asia’s share of world GDP (IMF, 2006) 
.Asia's strength largely reflects its successful integration into the world economy. Apart from the Asian Crisis in 1997-98 and a brief dip after the collapse of the 2001 information technology boom, its share of world exports has increased steadily and now stands at 27 percent. Intraregional trade is also growing as countries position themselves at different stages of a regional supply chain which is exemplified by the tremendous influx of multinational firms from the United States, Europe, Japan and Australia (International Monetary Fund, 2006). 
The unparalleled size of Asia's markets has always caught the eye of Australian Multinational Corporations. Goldman Sachs and Co. estimated that Asia will represent almost two-thirds of the world's GDP by the year 2050, with China alone providing one-third of that total. Simply put, the market potential of Asia is unmatched. (See figure 2.) 
(Goldman Sachs and Co., 2002) 





Estimate of world's 50 largest economies by 2050 

Country Total GDP (Trillions of $USD) 
China 44.5 
U.S. 44.5 
India 27.8 
Japan 6.7 
Brazil 6.1 
Russia 5.9 
Britain 3.8 
Germany 3.6 
France 3.2 
Italy 2.1 
Total GDP of Top 10 Economies 138.6 
China, India and Japan as % of Top 10 Economies 0.57 
China as % of Top 10 Economies 0.32 

Figure 2: Global Repositioning Figures 
(Source: Goldman Sachs and Co., 2002) 


Australian firms have played a vital role in the development of many Asian economies. Australian MNC’s have entered into joint ventures with existing Asian firms, or have set up wholly owned subsidiaries or green field projects (Borensztein, 1998). The Australian government has been instrumental in the success of these Australian firms; by entering into trade treaties which have greatly reduced trade barriers that once existed Australian businesses got the much needed push to enter the Asian markets(Department of Foreign Affairs and Trade, 2004). However, some major barriers to the entry and success of Australian firms still exist. They have been discussed below: 










Cultural differences 

There is a common delusion that all Asian countries share the same values, attitudes, and outlook. This idea is occasionally promoted by some Asian thinkers who emphasize pan-Asian values when arguing against the incursion of Western influence into their countries. When viewed in detail, Asian cultures share a variety of characteristics, but each distinguishes itself from the next through specific cultural elements and accepted business norms(Fig: 3) (Gross, 2006). Therefore, it is important to understand the cultural or business norms that are unique to a specific country or ethnic group, and then adapt one’s business approach to address such customs or norms. (Chan, 1998) 
Western Approach Eastern Approach 
Do a deal Build relationships 
Maximize short-term profits Establish long-term foundations 
Assess competitive capabilities Assess integrity and trust 
Be frank Don’t deliver bad news 
Make changes fast Move when ready 
FIG 3: Different approaches of doing business 
(Source: Gross, 2006) 
Differences such as socio-economic differences, urban/rural differences, racial differences, gender differences, language and dialect differences, religious differences and ethnic differences are some of the prominent cultural dissimilarities that exist between Australian firms and their Asian counter parts. Also, business is carried out very differently in Asian firms as compared to the setup in Australia (Armstrong, 1991). 

Australian businesses need to be aware of these differences and must address them in order to be successful. For example, when doing business in China, it is vital to establish a personal connection (guanxi) with the other party; this involves earning the respect and trust of the other party. In Japan, small things like not looking into the other person’s eyes during a conversation or shaking hands in the correct manor are taken very seriously and could be detrimental to the firm if caution is not taken. The negotiation process is also very different when doing business in Asia. The Western method of being straightforward and unambiguous is not they way things work in Asia. Conversely, Asians and specially the Chinese are masters of the oblique, i.e., what is not said in conversation can be more important than what was actually said. It is important to “Remain calm and impersonal during negotiations - the Chinese will use friendship, flattery, or anger during negotiations to try to gain concessions. They may also threaten to do business elsewhere or play off competitors in order to put the other side on the defensive.” Such factors if kept in mind can be very useful while doing business in Asian countries (Donaldson, 1989). 



Language Barriers 

“The limits of language are the limits of one's world.” 
- Ludwig Wittgenstein 


Effective communication is only possible if the communicators can understand each other. Asia is home to arguably the most number of spoken languages. India alone has 24 official languages which are spoken in many different dialects. This poses major problems to Australian firms operating in Asia as they find it very difficult to communicate with their Asian counterparts; especially during the negotiation process. (Unknown, 1993) 
To counter this problem many Australian firms employ interpreters to help them get their message across. This can be a very expensive and risky procedure. A vital factor in the use of English-speaking local interpreters by foreign executives in Asia is that most of the interpreters are young, often have had little or no business experience themselves, are likely to be inadequately experienced in handling human relations problems (which is always a big part of interpreting), and are almost always called upon to interpret to older, higher ranking executives. This in most Asian countries is not acceptable as they are very particular about who gives them directions; e.g. a high ranking Japanese executive will not be pleased if he/she is given orders or directions by a younger inexperienced interpreter. In their efforts to use the proper level of polite speech to higher ranking individuals, the young, inexperienced interpreters often confuse the meaning of what they are trying to say. They will also habitually moderate the foreigner's remarks to avoid upsetting the other side. Australia has a multicultural population and people from almost all Asian countries are well represented. If Australian firms can recruit employees who understand the language of the host country, it can go long ways to help foster a good communication between the two parties. (De Mente, 2002) 

Competition from American, Japanese, European and other MNC’s 

Asia has become a major foreign investment puller over the past few years and multinational conglomerates the United States, Japan, the EU have invested heavily in Asian countries. This poses major problems for Australian companies as their rivals are very well established and have good knowledge of the market; they also have well developed strategies in place. Doing business in some Asian countries involves the setting up of what is called ‘Value Chains’ to ease the production process; the major companies have already established these values chains and it has greatly reduced the cost of production for them. Australian companies on the other hand have to enter the market, form partnerships with other local businesses and then devise strategies to counter competitive forces. This is time consuming and it may lead to the company being driven out by their larger more powerful competitors. (Cooper, Frank & Kemp, 1997) 
In order to counter this problem most Australian companies based their modes of operation on existing large companies and after they were secure brought new things into the market. Australian companies have also been known to prefer acquisition of existing companies in Asian countries ahead of setting up new ‘Greenfield Projects’. This may be attributed to lack of capital of these Australian firms compared to the much larger MNC’s operating there; these companies may have also wanted to take the safer route and gain knowledge of the market before entering into the specified fields. 



Different work ethics 

Australian managers working in Asia are also confronted with many ethical issues while managing their workforce. This is due to a combination of reasons stemming from the different approaches to work and life in general. While most Asians follow the collectivist approach, Australian or western culture is centered on individualism. This creates serious problems during negotiations and team activities. Another factor that differentiates the two approaches to business is that in Asia, people believe that change is continuous, whereas the Western or Australian approach is a more rigid one, i.e., managers in Australian firms are not open to a continuously changing business environment. (Rhodes, 2003) 
To make things easier for themselves Australian managers should try and adapt to environment in which they are working. This may require managers to adopt a collectivist approach and follow Asian methods of doing business. This can be very challenging and proper training is required to help Australian managers become proficient in their trade. (Carter, 2000) 

















Case Study: Southcorp Wines 


Australian wine export contributes significantly in to overall Australian exports. The industry was rapidly growing for the last several years and has reached a new record of $A2 billion in exports in 2001-2002, claiming some 46% of the annual production of Australian wine (export61, 2006). 
There are over 1460 wine producers in Australia according to the 2002 Australian & New Zealand Wine Industry Directory, over 663 of which export Australian wine to over 100 countries throughout the world, in both bottled and bulk shipments. (The Australian & New Zealand Wine Industry Directory, 2002) 
In 2003-04, sales of Australian wine totaled approximately 999 million litres, with 414 million litres sold domestically and 584 million litres exported. Australian wine exports were worth $2.5 billion, with represented an increase of 12.7% over the previous year. The principal destinations were the United Kingdom, the United States, New Zealand, Canada and Germany. Australian wine exports to Japan have been on the increase and because it currently has only a 4% stake in the Japanese wine market, there is tremendous potential for success. (Department of Foreign Affairs and Trade, 2006) 
The Australian Wine industry has experienced a worldwide boom in export sales. One of the strongest growth areas has been Asia, in particular Japan. Sales of Australian wines to Japan rose by 108% from 1997 to mid 2001 in volume terms, the highest growth rate among wine exporting nations (AAP, 2001). Australia is currently the sixth largest source of wine imports for Japan in value, and the seventh largest in terms of volume. There was a 180% jump in export sales of Australian wine to Japan from $15.3 million to $42.9 million between 1995 and 1999(Austrade, 2006). In 2005 Japan was the ranked 10th on a survey of the wine exporting destinations of Australia as can be seen from the graph below (Australian Wine & Brandy Corporation, 2005) 
Southcorp Wines is Australia's largest producer of table, fortified and sparkling wines contributing approximately 30% of the domestic market. It is a global wine company operating offices in five countries, producing wine in three countries and earning almost 40% of its revenue from international sales. The company ranks as one of the top ten largest wine companies in the world contributing 0.6% of worldwide wine production. Southcorp is now recording annual sales of two million cases to the UK and one million cases to North America. Southcorp crushed about 19% of the industry's grapes in 2000. The group controls about 30% of Australia's wine exports. (Balfour& Frederik, 2001) 
Summary of Australian wine exports approvals for the calendar year 2005. 

Volume Value Value/Litre 
ML Δ A$ million Δ A$/L Δ 
United Kingdom 260.8 1.60 938.9 -2.90 3.60 -4.4 
United States 208.2 12.90 933.2 1.60 4.48 -10.1 
Canada 49.1 24.80 259.2 10.50 5.28 -11.5 
Germany 37.2 21.60 77.7 4.60 2.09 -14.0 
New Zealand 24.9 0.60 91.6 -3.50 3.68 -4.1 
Denmark 16.9 48.80 45.1 14.40 2.67 -23.1 
Netherlands 14.1 15.10 45.9 11.80 3.26 -2.9 
Sweden 12.1 -11.20 43.4 8.40 3.57 22.1 
Ireland 11.2 2.50 52.7 -5.40 4.69 -7.7 
Japan 8.6 1.00 45.6 -0.90 5.30 -1.9 
France 7.3 7.30 13.9 -6.40 1.89 -12.8 
Belgium 7.0 27.50 22.4 9.60 3.19 -14.0 
Switzerland 5.2 8.70 22.0 4.30 4.24 -4.0 
Singapore 4.4 6.30 34.6 -1.20 7.81 -7.0 
Norway 4.2 61.20 15.7 52.20 3.73 -5.6 
Rest of World 30.5 16.60 151.6 16.70 4.97 0.0 
World 701.8 9.20 2,793.5 1.80 3.98 -6.8 

(Source: Australian Wine & Brandy Corporation, 2005) 


Evaluation of Southcorp’s performance 

The next section aims to highlight the performance of Southcorp in Australia and put forward the reasons for their success and the problems faced along the way. 


One of the major problems faced by Southcorp when it entered the Japanese wine market was that there were already well established European and American exporters present and it was always going to be difficult to change consumer preference towards their wines. To counter this problem Southcorp decided to either merge with or acquire Japanese wine companies and with their know-how develop a successful base from which they could then move forward. This has been advantageous to Southcorp as it has meant that it has not had to start from scratch in Japan. For example Southcorp’s Lindemans Wines formed a deal in 1984 with Asahi Breweries Japan to market Lindemans premium wine. This range was added to complement Lindemans ‘Vin Ordinare’ wine, already being marketed by Asahi under the Cellar Choice label.(Dunstan, 1993) The deal with Asahi lead to the largest order for Australian packaged wine in that year. Another Southcorp acquisition Penfolds formed distribution agreement with Japan’s largest alcoholic beverage distributor Suntory in 1984. These measures has allowed Southcorp expand its production in Japan and set up a large consumer base for its wines. 

Another problem that Southcorp faced was the high tariff rate and the highly regulated market. High tariff rates meant that it was always going to be difficult for Australian exporters to compete with the local producers on cost as the additional tariff raised the cost of the wine and also reduced economies of scale. Southcorp had to try and reduce the cost of production to prevent it from falling behind the competition. They also had merged with and purchased some vineyards in Japan so it made it easier for them to produce wine at lower costs. There were also custom duties and liquor taxes that had to be paid when exporting wine to Japan, so it also added to the cost of the final product (Department of Foreign Affairs and Trade, 2003). 

There are also serious language barriers that companies face when they enter the Japanese market. Southcorp initially employed external interpreters to help reduce the gulf that existed between their employees and local Japanese producers and marketers. A very important reason to have a good communication channel is because it makes it much easier for companies to get the message across to either the consumers or for that matter any other partner organization. Southcorp also encouraged employees who spoke Japanese to get involved in the process and help gat the message across (De Mente, B (2002). 

Japanese consumers are very price and quality conscious so it was important for Southcorp to support their locally based partners and maintain constant communication with them. Since Southcorp was competing with many of the best wine brands in the world, it was vital that certain measures were taken to promote their wines any to try and develop a competitive advantage over other manufacturers. An efficient marketing campaign was set up by the company with assistance from the Australian Wine Corporation which helped Southcorp firstly identify the key market area it wanted to target and further helped the Japanese realize the creativity, innovativeness and consistency of Southcorp wines and ensured steady demand for its products. 


One of the major reasons for the success of the Australian wine industry has been the key role played by the Australian government which has promoted and supported the industry tremendously. The Australian Wine and Brandy Corporation (AWBC), was created by the Australian Government in 1980, it is funded via a wine export levy that is imposed on all exported Australian wine. The AWBC is responsible for regulating the industry, supplying information about the industry and most importantly for exporters, promoting Australian wines via the Australian Wine Export Council (AWEC). AWEC plans, coordinates and manages the promotion and market development of Australian wines overseas through offices not only in Australia, but also through their offices in Canada, Europe/UK, Germany, Japan, Scandinavia and USA. To meet its brief of supplying information the AWBC has developed a considerable amount of detailed information specifically designed for Australian exporters. Southcorp was also a major recipient of this aid and the AWBC has backed it all the way (Australian Wine and Brandy Corporation, 2006). 

Perhaps the most relevant issue that Southcorp and all the other Australian wine companies faced was that there was a sudden change in taste that occurred in Japan and indeed around the world, i.e., the Japanese, who traditionally drank more white wine, developed a taste for red wine and this caused serious problems for Southcorp as most of their vineyards were growing white wine. The company decided to shift their focus from growing more white wine to growing more of the red variety whose demand was growing in most major wine consuming countries across the globe. Southcorp was able to therefore reap the benefits by diversifying their production and it all paid off in the end. 

Conclusion 
When Southcorp Wines began its push into International markets in 1991, the company's exports were valued at A$40 million. Now believed to be the world's biggest wine exporter by value, Southcorp Wines reported almost A$300 million in international sales last year (Austrade, 2006). 
The company's export strategy has been based on establishing organisations within each market to find out what people want -- and then developing appropriate products. The international vice-president of Southcorp Wines, Mr David Combe, said establishing an office in Singapore in 1991, long before wine was a serious business prospect in the region, had been critical to the company's Asia-Pacific success (Business Asia, 1999). 
Much of the growth has occurred since the Asian economic downturn. When other companies withdrew from Asia during the financial crisis, Southcorp Wines increased its commitment -- a decision that has delivered handsome rewards (Business Asia, 1999). 
Even though Southcorp has been acquired by The Fosters group which has changed its focus from primarily beer to the wine industry as well, Southcorp has been a guide for many an exporter from Australia or for that matter from any other country, for their excellent management and marketing techniques which had made them one of the largest wine producers in the world. 
. 
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Business in Asia 

“You've just finished negotiating the deal, and it's time for a celebration, drinks and dinner all around, and you go to bed only to wake up the next morning to learn that the other side wants to start all over again. Or you try to buy something - say a collection of antique vessels for resale for decorative uses – and you're told that the artifacts are yours but only for a price. You wonder, should I agree to pay a bribe just this once?”(Rhodes, 2003) Do any of these examples sound familiar? Well if you’re a company doing business in an Asian market, these are very common incidents. 

This essay aims to shed light on the problems faced by Australian enterprises doing business in Asia. Problems such as cultural disparities, language barriers, competition form firms from Europe, the United States and Japan and other such barriers will be discussed in detail. Further, strategies pursued by these firms to counter these barriers will also be discussed. In the second part of the essay, a case study of an Australian firm operating in Asia will be conducted. 
Exporting and foreign investment activity has long been a significant component in the Australian economy. “Foreign markets for Australian goods and services provide opportunities to increase national turnover, achieve economies of scale, diversify production and contribute to growth and employment” (ABS, 2006). Exporting is important to Australia. It helps pay for imports as the economy grows. The gains from trade enable a higher standard of living than Australians would otherwise enjoy. It is also a source of new ideas and knowledge for Australian businesses as they compete against the world’s best in the international market place (Lane, Philip & Milesi-Ferretti, 2001). 
Asia has become a key part of the global economy, accounting for three of the ten largest economies (China, Japan, and India) and accounting for more than 35 percent of world GDP. Asia's share of world GDP is also on the rise, thanks primarily to its economic liveliness (FIG: 1). The region's economy, having fully recovered from the financial catastrophe of 1997–98, is now the fastest growing in the world, contributing close to 50 percent of world growth (International Monetary Fund, 2006). 

FIG 1: Asia’s share of world GDP (IMF, 2006) 
.Asia's strength largely reflects its successful integration into the world economy. Apart from the Asian Crisis in 1997-98 and a brief dip after the collapse of the 2001 information technology boom, its share of world exports has increased steadily and now stands at 27 percent. Intraregional trade is also growing as countries position themselves at different stages of a regional supply chain which is exemplified by the tremendous influx of multinational firms from the United States, Europe, Japan and Australia (International Monetary Fund, 2006). 
The unparalleled size of Asia's markets has always caught the eye of Australian Multinational Corporations. Goldman Sachs and Co. estimated that Asia will represent almost two-thirds of the world's GDP by the year 2050, with China alone providing one-third of that total. Simply put, the market potential of Asia is unmatched. (See figure 2.) 
(Goldman Sachs and Co., 2002) 





Estimate of world's 50 largest economies by 2050 

Country Total GDP (Trillions of $USD) 
China 44.5 
U.S. 44.5 
India 27.8 
Japan 6.7 
Brazil 6.1 
Russia 5.9 
Britain 3.8 
Germany 3.6 
France 3.2 
Italy 2.1 
Total GDP of Top 10 Economies 138.6 
China, India and Japan as % of Top 10 Economies 0.57 
China as % of Top 10 Economies 0.32 

Figure 2: Global Repositioning Figures 
(Source: Goldman Sachs and Co., 2002) 


Australian firms have played a vital role in the development of many Asian economies. Australian MNC’s have entered into joint ventures with existing Asian firms, or have set up wholly owned subsidiaries or green field projects (Borensztein, 1998). The Australian government has been instrumental in the success of these Australian firms; by entering into trade treaties which have greatly reduced trade barriers that once existed Australian businesses got the much needed push to enter the Asian markets(Department of Foreign Affairs and Trade, 2004). However, some major barriers to the entry and success of Australian firms still exist. They have been discussed below: 










Cultural differences 

There is a common delusion that all Asian countries share the same values, attitudes, and outlook. This idea is occasionally promoted by some Asian thinkers who emphasize pan-Asian values when arguing against the incursion of Western influence into their countries. When viewed in detail, Asian cultures share a variety of characteristics, but each distinguishes itself from the next through specific cultural elements and accepted business norms(Fig: 3) (Gross, 2006). Therefore, it is important to understand the cultural or business norms that are unique to a specific country or ethnic group, and then adapt one’s business approach to address such customs or norms. (Chan, 1998) 
Western Approach Eastern Approach 
Do a deal Build relationships 
Maximize short-term profits Establish long-term foundations 
Assess competitive capabilities Assess integrity and trust 
Be frank Don’t deliver bad news 
Make changes fast Move when ready 
FIG 3: Different approaches of doing business 
(Source: Gross, 2006) 
Differences such as socio-economic differences, urban/rural differences, racial differences, gender differences, language and dialect differences, religious differences and ethnic differences are some of the prominent cultural dissimilarities that exist between Australian firms and their Asian counter parts. Also, business is carried out very differently in Asian firms as compared to the setup in Australia (Armstrong, 1991). 

Australian businesses need to be aware of these differences and must address them in order to be successful. For example, when doing business in China, it is vital to establish a personal connection (guanxi) with the other party; this involves earning the respect and trust of the other party. In Japan, small things like not looking into the other person’s eyes during a conversation or shaking hands in the correct manor are taken very seriously and could be detrimental to the firm if caution is not taken. The negotiation process is also very different when doing business in Asia. The Western method of being straightforward and unambiguous is not they way things work in Asia. Conversely, Asians and specially the Chinese are masters of the oblique, i.e., what is not said in conversation can be more important than what was actually said. It is important to “Remain calm and impersonal during negotiations - the Chinese will use friendship, flattery, or anger during negotiations to try to gain concessions. They may also threaten to do business elsewhere or play off competitors in order to put the other side on the defensive.” Such factors if kept in mind can be very useful while doing business in Asian countries (Donaldson, 1989). 



Language Barriers 

“The limits of language are the limits of one's world.” 
- Ludwig Wittgenstein 


Effective communication is only possible if the communicators can understand each other. Asia is home to arguably the most number of spoken languages. India alone has 24 official languages which are spoken in many different dialects. This poses major problems to Australian firms operating in Asia as they find it very difficult to communicate with their Asian counterparts; especially during the negotiation process. (Unknown, 1993) 
To counter this problem many Australian firms employ interpreters to help them get their message across. This can be a very expensive and risky procedure. A vital factor in the use of English-speaking local interpreters by foreign executives in Asia is that most of the interpreters are young, often have had little or no business experience themselves, are likely to be inadequately experienced in handling human relations problems (which is always a big part of interpreting), and are almost always called upon to interpret to older, higher ranking executives. This in most Asian countries is not acceptable as they are very particular about who gives them directions; e.g. a high ranking Japanese executive will not be pleased if he/she is given orders or directions by a younger inexperienced interpreter. In their efforts to use the proper level of polite speech to higher ranking individuals, the young, inexperienced interpreters often confuse the meaning of what they are trying to say. They will also habitually moderate the foreigner's remarks to avoid upsetting the other side. Australia has a multicultural population and people from almost all Asian countries are well represented. If Australian firms can recruit employees who understand the language of the host country, it can go long ways to help foster a good communication between the two parties. (De Mente, 2002) 

Competition from American, Japanese, European and other MNC’s 

Asia has become a major foreign investment puller over the past few years and multinational conglomerates the United States, Japan, the EU have invested heavily in Asian countries. This poses major problems for Australian companies as their rivals are very well established and have good knowledge of the market; they also have well developed strategies in place. Doing business in some Asian countries involves the setting up of what is called ‘Value Chains’ to ease the production process; the major companies have already established these values chains and it has greatly reduced the cost of production for them. Australian companies on the other hand have to enter the market, form partnerships with other local businesses and then devise strategies to counter competitive forces. This is time consuming and it may lead to the company being driven out by their larger more powerful competitors. (Cooper, Frank & Kemp, 1997) 
In order to counter this problem most Australian companies based their modes of operation on existing large companies and after they were secure brought new things into the market. Australian companies have also been known to prefer acquisition of existing companies in Asian countries ahead of setting up new ‘Greenfield Projects’. This may be attributed to lack of capital of these Australian firms compared to the much larger MNC’s operating there; these companies may have also wanted to take the safer route and gain knowledge of the market before entering into the specified fields. 



Different work ethics 

Australian managers working in Asia are also confronted with many ethical issues while managing their workforce. This is due to a combination of reasons stemming from the different approaches to work and life in general. While most Asians follow the collectivist approach, Australian or western culture is centered on individualism. This creates serious problems during negotiations and team activities. Another factor that differentiates the two approaches to business is that in Asia, people believe that change is continuous, whereas the Western or Australian approach is a more rigid one, i.e., managers in Australian firms are not open to a continuously changing business environment. (Rhodes, 2003) 
To make things easier for themselves Australian managers should try and adapt to environment in which they are working. This may require managers to adopt a collectivist approach and follow Asian methods of doing business. This can be very challenging and proper training is required to help Australian managers become proficient in their trade. (Carter, 2000) 

















Case Study: Southcorp Wines 


Australian wine export contributes significantly in to overall Australian exports. The industry was rapidly growing for the last several years and has reached a new record of $A2 billion in exports in 2001-2002, claiming some 46% of the annual production of Australian wine (export61, 2006). 
There are over 1460 wine producers in Australia according to the 2002 Australian & New Zealand Wine Industry Directory, over 663 of which export Australian wine to over 100 countries throughout the world, in both bottled and bulk shipments. (The Australian & New Zealand Wine Industry Directory, 2002) 
In 2003-04, sales of Australian wine totaled approximately 999 million litres, with 414 million litres sold domestically and 584 million litres exported. Australian wine exports were worth $2.5 billion, with represented an increase of 12.7% over the previous year. The principal destinations were the United Kingdom, the United States, New Zealand, Canada and Germany. Australian wine exports to Japan have been on the increase and because it currently has only a 4% stake in the Japanese wine market, there is tremendous potential for success. (Department of Foreign Affairs and Trade, 2006) 
The Australian Wine industry has experienced a worldwide boom in export sales. One of the strongest growth areas has been Asia, in particular Japan. Sales of Australian wines to Japan rose by 108% from 1997 to mid 2001 in volume terms, the highest growth rate among wine exporting nations (AAP, 2001). Australia is currently the sixth largest source of wine imports for Japan in value, and the seventh largest in terms of volume. There was a 180% jump in export sales of Australian wine to Japan from $15.3 million to $42.9 million between 1995 and 1999(Austrade, 2006). In 2005 Japan was the ranked 10th on a survey of the wine exporting destinations of Australia as can be seen from the graph below (Australian Wine & Brandy Corporation, 2005) 
Southcorp Wines is Australia's largest producer of table, fortified and sparkling wines contributing approximately 30% of the domestic market. It is a global wine company operating offices in five countries, producing wine in three countries and earning almost 40% of its revenue from international sales. The company ranks as one of the top ten largest wine companies in the world contributing 0.6% of worldwide wine production. Southcorp is now recording annual sales of two million cases to the UK and one million cases to North America. Southcorp crushed about 19% of the industry's grapes in 2000. The group controls about 30% of Australia's wine exports. (Balfour& Frederik, 2001) 
Summary of Australian wine exports approvals for the calendar year 2005. 

Volume Value Value/Litre 
ML Δ A$ million Δ A$/L Δ 
United Kingdom 260.8 1.60 938.9 -2.90 3.60 -4.4 
United States 208.2 12.90 933.2 1.60 4.48 -10.1 
Canada 49.1 24.80 259.2 10.50 5.28 -11.5 
Germany 37.2 21.60 77.7 4.60 2.09 -14.0 
New Zealand 24.9 0.60 91.6 -3.50 3.68 -4.1 
Denmark 16.9 48.80 45.1 14.40 2.67 -23.1 
Netherlands 14.1 15.10 45.9 11.80 3.26 -2.9 
Sweden 12.1 -11.20 43.4 8.40 3.57 22.1 
Ireland 11.2 2.50 52.7 -5.40 4.69 -7.7 
Japan 8.6 1.00 45.6 -0.90 5.30 -1.9 
France 7.3 7.30 13.9 -6.40 1.89 -12.8 
Belgium 7.0 27.50 22.4 9.60 3.19 -14.0 
Switzerland 5.2 8.70 22.0 4.30 4.24 -4.0 
Singapore 4.4 6.30 34.6 -1.20 7.81 -7.0 
Norway 4.2 61.20 15.7 52.20 3.73 -5.6 
Rest of World 30.5 16.60 151.6 16.70 4.97 0.0 
World 701.8 9.20 2,793.5 1.80 3.98 -6.8 

(Source: Australian Wine & Brandy Corporation, 2005) 


Evaluation of Southcorp’s performance 

The next section aims to highlight the performance of Southcorp in Australia and put forward the reasons for their success and the problems faced along the way. 


One of the major problems faced by Southcorp when it entered the Japanese wine market was that there were already well established European and American exporters present and it was always going to be difficult to change consumer preference towards their wines. To counter this problem Southcorp decided to either merge with or acquire Japanese wine companies and with their know-how develop a successful base from which they could then move forward. This has been advantageous to Southcorp as it has meant that it has not had to start from scratch in Japan. For example Southcorp’s Lindemans Wines formed a deal in 1984 with Asahi Breweries Japan to market Lindemans premium wine. This range was added to complement Lindemans ‘Vin Ordinare’ wine, already being marketed by Asahi under the Cellar Choice label.(Dunstan, 1993) The deal with Asahi lead to the largest order for Australian packaged wine in that year. Another Southcorp acquisition Penfolds formed distribution agreement with Japan’s largest alcoholic beverage distributor Suntory in 1984. These measures has allowed Southcorp expand its production in Japan and set up a large consumer base for its wines. 

Another problem that Southcorp faced was the high tariff rate and the highly regulated market. High tariff rates meant that it was always going to be difficult for Australian exporters to compete with the local producers on cost as the additional tariff raised the cost of the wine and also reduced economies of scale. Southcorp had to try and reduce the cost of production to prevent it from falling behind the competition. They also had merged with and purchased some vineyards in Japan so it made it easier for them to produce wine at lower costs. There were also custom duties and liquor taxes that had to be paid when exporting wine to Japan, so it also added to the cost of the final product (Department of Foreign Affairs and Trade, 2003). 

There are also serious language barriers that companies face when they enter the Japanese market. Southcorp initially employed external interpreters to help reduce the gulf that existed between their employees and local Japanese producers and marketers. A very important reason to have a good communication channel is because it makes it much easier for companies to get the message across to either the consumers or for that matter any other partner organization. Southcorp also encouraged employees who spoke Japanese to get involved in the process and help gat the message across (De Mente, B (2002). 

Japanese consumers are very price and quality conscious so it was important for Southcorp to support their locally based partners and maintain constant communication with them. Since Southcorp was competing with many of the best wine brands in the world, it was vital that certain measures were taken to promote their wines any to try and develop a competitive advantage over other manufacturers. An efficient marketing campaign was set up by the company with assistance from the Australian Wine Corporation which helped Southcorp firstly identify the key market area it wanted to target and further helped the Japanese realize the creativity, innovativeness and consistency of Southcorp wines and ensured steady demand for its products. 


One of the major reasons for the success of the Australian wine industry has been the key role played by the Australian government which has promoted and supported the industry tremendously. The Australian Wine and Brandy Corporation (AWBC), was created by the Australian Government in 1980, it is funded via a wine export levy that is imposed on all exported Australian wine. The AWBC is responsible for regulating the industry, supplying information about the industry and most importantly for exporters, promoting Australian wines via the Australian Wine Export Council (AWEC). AWEC plans, coordinates and manages the promotion and market development of Australian wines overseas through offices not only in Australia, but also through their offices in Canada, Europe/UK, Germany, Japan, Scandinavia and USA. To meet its brief of supplying information the AWBC has developed a considerable amount of detailed information specifically designed for Australian exporters. Southcorp was also a major recipient of this aid and the AWBC has backed it all the way (Australian Wine and Brandy Corporation, 2006). 

Perhaps the most relevant issue that Southcorp and all the other Australian wine companies faced was that there was a sudden change in taste that occurred in Japan and indeed around the world, i.e., the Japanese, who traditionally drank more white wine, developed a taste for red wine and this caused serious problems for Southcorp as most of their vineyards were growing white wine. The company decided to shift their focus from growing more white wine to growing more of the red variety whose demand was growing in most major wine consuming countries across the globe. Southcorp was able to therefore reap the benefits by diversifying their production and it all paid off in the end. 

Conclusion 
When Southcorp Wines began its push into International markets in 1991, the company's exports were valued at A$40 million. Now believed to be the world's biggest wine exporter by value, Southcorp Wines reported almost A$300 million in international sales last year (Austrade, 2006). 
The company's export strategy has been based on establishing organisations within each market to find out what people want -- and then developing appropriate products. The international vice-president of Southcorp Wines, Mr David Combe, said establishing an office in Singapore in 1991, long before wine was a serious business prospect in the region, had been critical to the company's Asia-Pacific success (Business Asia, 1999). 
Much of the growth has occurred since the Asian economic downturn. When other companies withdrew from Asia during the financial crisis, Southcorp Wines increased its commitment -- a decision that has delivered handsome rewards (Business Asia, 1999). 
Even though Southcorp has been acquired by The Fosters group which has changed its focus from primarily beer to the wine industry as well, Southcorp has been a guide for many an exporter from Australia or for that matter from any other country, for their excellent management and marketing techniques which had made them one of the largest wine producers in the world. 
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Business in Asia 

“You've just finished negotiating the deal, and it's time for a celebration, drinks and dinner all around, and you go to bed only to wake up the next morning to learn that the other side wants to start all over again. Or you try to buy something - say a collection of antique vessels for resale for decorative uses – and you're told that the artifacts are yours but only for a price. You wonder, should I agree to pay a bribe just this once?”(Rhodes, 2003) Do any of these examples sound familiar? Well if you’re a company doing business in an Asian market, these are very common incidents. 

This essay aims to shed light on the problems faced by Australian enterprises doing business in Asia. Problems such as cultural disparities, language barriers, competition form firms from Europe, the United States and Japan and other such barriers will be discussed in detail. Further, strategies pursued by these firms to counter these barriers will also be discussed. In the second part of the essay, a case study of an Australian firm operating in Asia will be conducted. 
Exporting and foreign investment activity has long been a significant component in the Australian economy. “Foreign markets for Australian goods and services provide opportunities to increase national turnover, achieve economies of scale, diversify production and contribute to growth and employment” (ABS, 2006). Exporting is important to Australia. It helps pay for imports as the economy grows. The gains from trade enable a higher standard of living than Australians would otherwise enjoy. It is also a source of new ideas and knowledge for Australian businesses as they compete against the world’s best in the international market place (Lane, Philip & Milesi-Ferretti, 2001). 
Asia has become a key part of the global economy, accounting for three of the ten largest economies (China, Japan, and India) and accounting for more than 35 percent of world GDP. Asia's share of world GDP is also on the rise, thanks primarily to its economic liveliness (FIG: 1). The region's economy, having fully recovered from the financial catastrophe of 1997–98, is now the fastest growing in the world, contributing close to 50 percent of world growth (International Monetary Fund, 2006). 

FIG 1: Asia’s share of world GDP (IMF, 2006) 
.Asia's strength largely reflects its successful integration into the world economy. Apart from the Asian Crisis in 1997-98 and a brief dip after the collapse of the 2001 information technology boom, its share of world exports has increased steadily and now stands at 27 percent. Intraregional trade is also growing as countries position themselves at different stages of a regional supply chain which is exemplified by the tremendous influx of multinational firms from the United States, Europe, Japan and Australia (International Monetary Fund, 2006). 
The unparalleled size of Asia's markets has always caught the eye of Australian Multinational Corporations. Goldman Sachs and Co. estimated that Asia will represent almost two-thirds of the world's GDP by the year 2050, with China alone providing one-third of that total. Simply put, the market potential of Asia is unmatched. (See figure 2.) 
(Goldman Sachs and Co., 2002) 





Estimate of world's 50 largest economies by 2050 

Country Total GDP (Trillions of $USD) 
China 44.5 
U.S. 44.5 
India 27.8 
Japan 6.7 
Brazil 6.1 
Russia 5.9 
Britain 3.8 
Germany 3.6 
France 3.2 
Italy 2.1 
Total GDP of Top 10 Economies 138.6 
China, India and Japan as % of Top 10 Economies 0.57 
China as % of Top 10 Economies 0.32 

Figure 2: Global Repositioning Figures 
(Source: Goldman Sachs and Co., 2002) 


Australian firms have played a vital role in the development of many Asian economies. Australian MNC’s have entered into joint ventures with existing Asian firms, or have set up wholly owned subsidiaries or green field projects (Borensztein, 1998). The Australian government has been instrumental in the success of these Australian firms; by entering into trade treaties which have greatly reduced trade barriers that once existed Australian businesses got the much needed push to enter the Asian markets(Department of Foreign Affairs and Trade, 2004). However, some major barriers to the entry and success of Australian firms still exist. They have been discussed below: 










Cultural differences 

There is a common delusion that all Asian countries share the same values, attitudes, and outlook. This idea is occasionally promoted by some Asian thinkers who emphasize pan-Asian values when arguing against the incursion of Western influence into their countries. When viewed in detail, Asian cultures share a variety of characteristics, but each distinguishes itself from the next through specific cultural elements and accepted business norms(Fig: 3) (Gross, 2006). Therefore, it is important to understand the cultural or business norms that are unique to a specific country or ethnic group, and then adapt one’s business approach to address such customs or norms. (Chan, 1998) 
Western Approach Eastern Approach 
Do a deal Build relationships 
Maximize short-term profits Establish long-term foundations 
Assess competitive capabilities Assess integrity and trust 
Be frank Don’t deliver bad news 
Make changes fast Move when ready 
FIG 3: Different approaches of doing business 
(Source: Gross, 2006) 
Differences such as socio-economic differences, urban/rural differences, racial differences, gender differences, language and dialect differences, religious differences and ethnic differences are some of the prominent cultural dissimilarities that exist between Australian firms and their Asian counter parts. Also, business is carried out very differently in Asian firms as compared to the setup in Australia (Armstrong, 1991). 

Australian businesses need to be aware of these differences and must address them in order to be successful. For example, when doing business in China, it is vital to establish a personal connection (guanxi) with the other party; this involves earning the respect and trust of the other party. In Japan, small things like not looking into the other person’s eyes during a conversation or shaking hands in the correct manor are taken very seriously and could be detrimental to the firm if caution is not taken. The negotiation process is also very different when doing business in Asia. The Western method of being straightforward and unambiguous is not they way things work in Asia. Conversely, Asians and specially the Chinese are masters of the oblique, i.e., what is not said in conversation can be more important than what was actually said. It is important to “Remain calm and impersonal during negotiations - the Chinese will use friendship, flattery, or anger during negotiations to try to gain concessions. They may also threaten to do business elsewhere or play off competitors in order to put the other side on the defensive.” Such factors if kept in mind can be very useful while doing business in Asian countries (Donaldson, 1989). 



Language Barriers 

“The limits of language are the limits of one's world.” 
- Ludwig Wittgenstein 


Effective communication is only possible if the communicators can understand each other. Asia is home to arguably the most number of spoken languages. India alone has 24 official languages which are spoken in many different dialects. This poses major problems to Australian firms operating in Asia as they find it very difficult to communicate with their Asian counterparts; especially during the negotiation process. (Unknown, 1993) 
To counter this problem many Australian firms employ interpreters to help them get their message across. This can be a very expensive and risky procedure. A vital factor in the use of English-speaking local interpreters by foreign executives in Asia is that most of the interpreters are young, often have had little or no business experience themselves, are likely to be inadequately experienced in handling human relations problems (which is always a big part of interpreting), and are almost always called upon to interpret to older, higher ranking executives. This in most Asian countries is not acceptable as they are very particular about who gives them directions; e.g. a high ranking Japanese executive will not be pleased if he/she is given orders or directions by a younger inexperienced interpreter. In their efforts to use the proper level of polite speech to higher ranking individuals, the young, inexperienced interpreters often confuse the meaning of what they are trying to say. They will also habitually moderate the foreigner's remarks to avoid upsetting the other side. Australia has a multicultural population and people from almost all Asian countries are well represented. If Australian firms can recruit employees who understand the language of the host country, it can go long ways to help foster a good communication between the two parties. (De Mente, 2002) 

Competition from American, Japanese, European and other MNC’s 

Asia has become a major foreign investment puller over the past few years and multinational conglomerates the United States, Japan, the EU have invested heavily in Asian countries. This poses major problems for Australian companies as their rivals are very well established and have good knowledge of the market; they also have well developed strategies in place. Doing business in some Asian countries involves the setting up of what is called ‘Value Chains’ to ease the production process; the major companies have already established these values chains and it has greatly reduced the cost of production for them. Australian companies on the other hand have to enter the market, form partnerships with other local businesses and then devise strategies to counter competitive forces. This is time consuming and it may lead to the company being driven out by their larger more powerful competitors. (Cooper, Frank & Kemp, 1997) 
In order to counter this problem most Australian companies based their modes of operation on existing large companies and after they were secure brought new things into the market. Australian companies have also been known to prefer acquisition of existing companies in Asian countries ahead of setting up new ‘Greenfield Projects’. This may be attributed to lack of capital of these Australian firms compared to the much larger MNC’s operating there; these companies may have also wanted to take the safer route and gain knowledge of the market before entering into the specified fields. 



Different work ethics 

Australian managers working in Asia are also confronted with many ethical issues while managing their workforce. This is due to a combination of reasons stemming from the different approaches to work and life in general. While most Asians follow the collectivist approach, Australian or western culture is centered on individualism. This creates serious problems during negotiations and team activities. Another factor that differentiates the two approaches to business is that in Asia, people believe that change is continuous, whereas the Western or Australian approach is a more rigid one, i.e., managers in Australian firms are not open to a continuously changing business environment. (Rhodes, 2003) 
To make things easier for themselves Australian managers should try and adapt to environment in which they are working. This may require managers to adopt a collectivist approach and follow Asian methods of doing business. This can be very challenging and proper training is required to help Australian managers become proficient in their trade. (Carter, 2000) 

















Case Study: Southcorp Wines 


Australian wine export contributes significantly in to overall Australian exports. The industry was rapidly growing for the last several years and has reached a new record of $A2 billion in exports in 2001-2002, claiming some 46% of the annual production of Australian wine (export61, 2006). 
There are over 1460 wine producers in Australia according to the 2002 Australian & New Zealand Wine Industry Directory, over 663 of which export Australian wine to over 100 countries throughout the world, in both bottled and bulk shipments. (The Australian & New Zealand Wine Industry Directory, 2002) 
In 2003-04, sales of Australian wine totaled approximately 999 million litres, with 414 million litres sold domestically and 584 million litres exported. Australian wine exports were worth $2.5 billion, with represented an increase of 12.7% over the previous year. The principal destinations were the United Kingdom, the United States, New Zealand, Canada and Germany. Australian wine exports to Japan have been on the increase and because it currently has only a 4% stake in the Japanese wine market, there is tremendous potential for success. (Department of Foreign Affairs and Trade, 2006) 
The Australian Wine industry has experienced a worldwide boom in export sales. One of the strongest growth areas has been Asia, in particular Japan. Sales of Australian wines to Japan rose by 108% from 1997 to mid 2001 in volume terms, the highest growth rate among wine exporting nations (AAP, 2001). Australia is currently the sixth largest source of wine imports for Japan in value, and the seventh largest in terms of volume. There was a 180% jump in export sales of Australian wine to Japan from $15.3 million to $42.9 million between 1995 and 1999(Austrade, 2006). In 2005 Japan was the ranked 10th on a survey of the wine exporting destinations of Australia as can be seen from the graph below (Australian Wine & Brandy Corporation, 2005) 
Southcorp Wines is Australia's largest producer of table, fortified and sparkling wines contributing approximately 30% of the domestic market. It is a global wine company operating offices in five countries, producing wine in three countries and earning almost 40% of its revenue from international sales. The company ranks as one of the top ten largest wine companies in the world contributing 0.6% of worldwide wine production. Southcorp is now recording annual sales of two million cases to the UK and one million cases to North America. Southcorp crushed about 19% of the industry's grapes in 2000. The group controls about 30% of Australia's wine exports. (Balfour& Frederik, 2001) 
Summary of Australian wine exports approvals for the calendar year 2005. 

Volume Value Value/Litre 
ML Δ A$ million Δ A$/L Δ 
United Kingdom 260.8 1.60 938.9 -2.90 3.60 -4.4 
United States 208.2 12.90 933.2 1.60 4.48 -10.1 
Canada 49.1 24.80 259.2 10.50 5.28 -11.5 
Germany 37.2 21.60 77.7 4.60 2.09 -14.0 
New Zealand 24.9 0.60 91.6 -3.50 3.68 -4.1 
Denmark 16.9 48.80 45.1 14.40 2.67 -23.1 
Netherlands 14.1 15.10 45.9 11.80 3.26 -2.9 
Sweden 12.1 -11.20 43.4 8.40 3.57 22.1 
Ireland 11.2 2.50 52.7 -5.40 4.69 -7.7 
Japan 8.6 1.00 45.6 -0.90 5.30 -1.9 
France 7.3 7.30 13.9 -6.40 1.89 -12.8 
Belgium 7.0 27.50 22.4 9.60 3.19 -14.0 
Switzerland 5.2 8.70 22.0 4.30 4.24 -4.0 
Singapore 4.4 6.30 34.6 -1.20 7.81 -7.0 
Norway 4.2 61.20 15.7 52.20 3.73 -5.6 
Rest of World 30.5 16.60 151.6 16.70 4.97 0.0 
World 701.8 9.20 2,793.5 1.80 3.98 -6.8 

(Source: Australian Wine & Brandy Corporation, 2005) 


Evaluation of Southcorp’s performance 

The next section aims to highlight the performance of Southcorp in Australia and put forward the reasons for their success and the problems faced along the way. 


One of the major problems faced by Southcorp when it entered the Japanese wine market was that there were already well established European and American exporters present and it was always going to be difficult to change consumer preference towards their wines. To counter this problem Southcorp decided to either merge with or acquire Japanese wine companies and with their know-how develop a successful base from which they could then move forward. This has been advantageous to Southcorp as it has meant that it has not had to start from scratch in Japan. For example Southcorp’s Lindemans Wines formed a deal in 1984 with Asahi Breweries Japan to market Lindemans premium wine. This range was added to complement Lindemans ‘Vin Ordinare’ wine, already being marketed by Asahi under the Cellar Choice label.(Dunstan, 1993) The deal with Asahi lead to the largest order for Australian packaged wine in that year. Another Southcorp acquisition Penfolds formed distribution agreement with Japan’s largest alcoholic beverage distributor Suntory in 1984. These measures has allowed Southcorp expand its production in Japan and set up a large consumer base for its wines. 

Another problem that Southcorp faced was the high tariff rate and the highly regulated market. High tariff rates meant that it was always going to be difficult for Australian exporters to compete with the local producers on cost as the additional tariff raised the cost of the wine and also reduced economies of scale. Southcorp had to try and reduce the cost of production to prevent it from falling behind the competition. They also had merged with and purchased some vineyards in Japan so it made it easier for them to produce wine at lower costs. There were also custom duties and liquor taxes that had to be paid when exporting wine to Japan, so it also added to the cost of the final product (Department of Foreign Affairs and Trade, 2003). 

There are also serious language barriers that companies face when they enter the Japanese market. Southcorp initially employed external interpreters to help reduce the gulf that existed between their employees and local Japanese producers and marketers. A very important reason to have a good communication channel is because it makes it much easier for companies to get the message across to either the consumers or for that matter any other partner organization. Southcorp also encouraged employees who spoke Japanese to get involved in the process and help gat the message across (De Mente, B (2002). 

Japanese consumers are very price and quality conscious so it was important for Southcorp to support their locally based partners and maintain constant communication with them. Since Southcorp was competing with many of the best wine brands in the world, it was vital that certain measures were taken to promote their wines any to try and develop a competitive advantage over other manufacturers. An efficient marketing campaign was set up by the company with assistance from the Australian Wine Corporation which helped Southcorp firstly identify the key market area it wanted to target and further helped the Japanese realize the creativity, innovativeness and consistency of Southcorp wines and ensured steady demand for its products. 


One of the major reasons for the success of the Australian wine industry has been the key role played by the Australian government which has promoted and supported the industry tremendously. The Australian Wine and Brandy Corporation (AWBC), was created by the Australian Government in 1980, it is funded via a wine export levy that is imposed on all exported Australian wine. The AWBC is responsible for regulating the industry, supplying information about the industry and most importantly for exporters, promoting Australian wines via the Australian Wine Export Council (AWEC). AWEC plans, coordinates and manages the promotion and market development of Australian wines overseas through offices not only in Australia, but also through their offices in Canada, Europe/UK, Germany, Japan, Scandinavia and USA. To meet its brief of supplying information the AWBC has developed a considerable amount of detailed information specifically designed for Australian exporters. Southcorp was also a major recipient of this aid and the AWBC has backed it all the way (Australian Wine and Brandy Corporation, 2006). 

Perhaps the most relevant issue that Southcorp and all the other Australian wine companies faced was that there was a sudden change in taste that occurred in Japan and indeed around the world, i.e., the Japanese, who traditionally drank more white wine, developed a taste for red wine and this caused serious problems for Southcorp as most of their vineyards were growing white wine. The company decided to shift their focus from growing more white wine to growing more of the red variety whose demand was growing in most major wine consuming countries across the globe. Southcorp was able to therefore reap the benefits by diversifying their production and it all paid off in the end. 

Conclusion 
When Southcorp Wines began its push into International markets in 1991, the company's exports were valued at A$40 million. Now believed to be the world's biggest wine exporter by value, Southcorp Wines reported almost A$300 million in international sales last year (Austrade, 2006). 
The company's export strategy has been based on establishing organisations within each market to find out what people want -- and then developing appropriate products. The international vice-president of Southcorp Wines, Mr David Combe, said establishing an office in Singapore in 1991, long before wine was a serious business prospect in the region, had been critical to the company's Asia-Pacific success (Business Asia, 1999). 
Much of the growth has occurred since the Asian economic downturn. When other companies withdrew from Asia during the financial crisis, Southcorp Wines increased its commitment -- a decision that has delivered handsome rewards (Business Asia, 1999). 
Even though Southcorp has been acquired by The Fosters group which has changed its focus from primarily beer to the wine industry as well, Southcorp has been a guide for many an exporter from Australia or for that matter from any other country, for their excellent management and marketing techniques which had made them one of the largest wine producers in the world. 
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Business in Asia 

“You've just finished negotiating the deal, and it's time for a celebration, drinks and dinner all around, and you go to bed only to wake up the next morning to learn that the other side wants to start all over again. Or you try to buy something - say a collection of antique vessels for resale for decorative uses – and you're told that the artifacts are yours but only for a price. You wonder, should I agree to pay a bribe just this once?”(Rhodes, 2003) Do any of these examples sound familiar? Well if you’re a company doing business in an Asian market, these are very common incidents. 

This essay aims to shed light on the problems faced by Australian enterprises doing business in Asia. Problems such as cultural disparities, language barriers, competition form firms from Europe, the United States and Japan and other such barriers will be discussed in detail. Further, strategies pursued by these firms to counter these barriers will also be discussed. In the second part of the essay, a case study of an Australian firm operating in Asia will be conducted. 
Exporting and foreign investment activity has long been a significant component in the Australian economy. “Foreign markets for Australian goods and services provide opportunities to increase national turnover, achieve economies of scale, diversify production and contribute to growth and employment” (ABS, 2006). Exporting is important to Australia. It helps pay for imports as the economy grows. The gains from trade enable a higher standard of living than Australians would otherwise enjoy. It is also a source of new ideas and knowledge for Australian businesses as they compete against the world’s best in the international market place (Lane, Philip & Milesi-Ferretti, 2001). 
Asia has become a key part of the global economy, accounting for three of the ten largest economies (China, Japan, and India) and accounting for more than 35 percent of world GDP. Asia's share of world GDP is also on the rise, thanks primarily to its economic liveliness (FIG: 1). The region's economy, having fully recovered from the financial catastrophe of 1997–98, is now the fastest growing in the world, contributing close to 50 percent of world growth (International Monetary Fund, 2006). 

FIG 1: Asia’s share of world GDP (IMF, 2006) 
.Asia's strength largely reflects its successful integration into the world economy. Apart from the Asian Crisis in 1997-98 and a brief dip after the collapse of the 2001 information technology boom, its share of world exports has increased steadily and now stands at 27 percent. Intraregional trade is also growing as countries position themselves at different stages of a regional supply chain which is exemplified by the tremendous influx of multinational firms from the United States, Europe, Japan and Australia (International Monetary Fund, 2006). 
The unparalleled size of Asia's markets has always caught the eye of Australian Multinational Corporations. Goldman Sachs and Co. estimated that Asia will represent almost two-thirds of the world's GDP by the year 2050, with China alone providing one-third of that total. Simply put, the market potential of Asia is unmatched. (See figure 2.) 
(Goldman Sachs and Co., 2002) 





Estimate of world's 50 largest economies by 2050 

Country Total GDP (Trillions of $USD) 
China 44.5 
U.S. 44.5 
India 27.8 
Japan 6.7 
Brazil 6.1 
Russia 5.9 
Britain 3.8 
Germany 3.6 
France 3.2 
Italy 2.1 
Total GDP of Top 10 Economies 138.6 
China, India and Japan as % of Top 10 Economies 0.57 
China as % of Top 10 Economies 0.32 

Figure 2: Global Repositioning Figures 
(Source: Goldman Sachs and Co., 2002) 


Australian firms have played a vital role in the development of many Asian economies. Australian MNC’s have entered into joint ventures with existing Asian firms, or have set up wholly owned subsidiaries or green field projects (Borensztein, 1998). The Australian government has been instrumental in the success of these Australian firms; by entering into trade treaties which have greatly reduced trade barriers that once existed Australian businesses got the much needed push to enter the Asian markets(Department of Foreign Affairs and Trade, 2004). However, some major barriers to the entry and success of Australian firms still exist. They have been discussed below: 










Cultural differences 

There is a common delusion that all Asian countries share the same values, attitudes, and outlook. This idea is occasionally promoted by some Asian thinkers who emphasize pan-Asian values when arguing against the incursion of Western influence into their countries. When viewed in detail, Asian cultures share a variety of characteristics, but each distinguishes itself from the next through specific cultural elements and accepted business norms(Fig: 3) (Gross, 2006). Therefore, it is important to understand the cultural or business norms that are unique to a specific country or ethnic group, and then adapt one’s business approach to address such customs or norms. (Chan, 1998) 
Western Approach Eastern Approach 
Do a deal Build relationships 
Maximize short-term profits Establish long-term foundations 
Assess competitive capabilities Assess integrity and trust 
Be frank Don’t deliver bad news 
Make changes fast Move when ready 
FIG 3: Different approaches of doing business 
(Source: Gross, 2006) 
Differences such as socio-economic differences, urban/rural differences, racial differences, gender differences, language and dialect differences, religious differences and ethnic differences are some of the prominent cultural dissimilarities that exist between Australian firms and their Asian counter parts. Also, business is carried out very differently in Asian firms as compared to the setup in Australia (Armstrong, 1991). 

Australian businesses need to be aware of these differences and must address them in order to be successful. For example, when doing business in China, it is vital to establish a personal connection (guanxi) with the other party; this involves earning the respect and trust of the other party. In Japan, small things like not looking into the other person’s eyes during a conversation or shaking hands in the correct manor are taken very seriously and could be detrimental to the firm if caution is not taken. The negotiation process is also very different when doing business in Asia. The Western method of being straightforward and unambiguous is not they way things work in Asia. Conversely, Asians and specially the Chinese are masters of the oblique, i.e., what is not said in conversation can be more important than what was actually said. It is important to “Remain calm and impersonal during negotiations - the Chinese will use friendship, flattery, or anger during negotiations to try to gain concessions. They may also threaten to do business elsewhere or play off competitors in order to put the other side on the defensive.” Such factors if kept in mind can be very useful while doing business in Asian countries (Donaldson, 1989). 



Language Barriers 

“The limits of language are the limits of one's world.” 
- Ludwig Wittgenstein 


Effective communication is only possible if the communicators can understand each other. Asia is home to arguably the most number of spoken languages. India alone has 24 official languages which are spoken in many different dialects. This poses major problems to Australian firms operating in Asia as they find it very difficult to communicate with their Asian counterparts; especially during the negotiation process. (Unknown, 1993) 
To counter this problem many Australian firms employ interpreters to help them get their message across. This can be a very expensive and risky procedure. A vital factor in the use of English-speaking local interpreters by foreign executives in Asia is that most of the interpreters are young, often have had little or no business experience themselves, are likely to be inadequately experienced in handling human relations problems (which is always a big part of interpreting), and are almost always called upon to interpret to older, higher ranking executives. This in most Asian countries is not acceptable as they are very particular about who gives them directions; e.g. a high ranking Japanese executive will not be pleased if he/she is given orders or directions by a younger inexperienced interpreter. In their efforts to use the proper level of polite speech to higher ranking individuals, the young, inexperienced interpreters often confuse the meaning of what they are trying to say. They will also habitually moderate the foreigner's remarks to avoid upsetting the other side. Australia has a multicultural population and people from almost all Asian countries are well represented. If Australian firms can recruit employees who understand the language of the host country, it can go long ways to help foster a good communication between the two parties. (De Mente, 2002) 

Competition from American, Japanese, European and other MNC’s 

Asia has become a major foreign investment puller over the past few years and multinational conglomerates the United States, Japan, the EU have invested heavily in Asian countries. This poses major problems for Australian companies as their rivals are very well established and have good knowledge of the market; they also have well developed strategies in place. Doing business in some Asian countries involves the setting up of what is called ‘Value Chains’ to ease the production process; the major companies have already established these values chains and it has greatly reduced the cost of production for them. Australian companies on the other hand have to enter the market, form partnerships with other local businesses and then devise strategies to counter competitive forces. This is time consuming and it may lead to the company being driven out by their larger more powerful competitors. (Cooper, Frank & Kemp, 1997) 
In order to counter this problem most Australian companies based their modes of operation on existing large companies and after they were secure brought new things into the market. Australian companies have also been known to prefer acquisition of existing companies in Asian countries ahead of setting up new ‘Greenfield Projects’. This may be attributed to lack of capital of these Australian firms compared to the much larger MNC’s operating there; these companies may have also wanted to take the safer route and gain knowledge of the market before entering into the specified fields. 



Different work ethics 

Australian managers working in Asia are also confronted with many ethical issues while managing their workforce. This is due to a combination of reasons stemming from the different approaches to work and life in general. While most Asians follow the collectivist approach, Australian or western culture is centered on individualism. This creates serious problems during negotiations and team activities. Another factor that differentiates the two approaches to business is that in Asia, people believe that change is continuous, whereas the Western or Australian approach is a more rigid one, i.e., managers in Australian firms are not open to a continuously changing business environment. (Rhodes, 2003) 
To make things easier for themselves Australian managers should try and adapt to environment in which they are working. This may require managers to adopt a collectivist approach and follow Asian methods of doing business. This can be very challenging and proper training is required to help Australian managers become proficient in their trade. (Carter, 2000) 

















Case Study: Southcorp Wines 


Australian wine export contributes significantly in to overall Australian exports. The industry was rapidly growing for the last several years and has reached a new record of $A2 billion in exports in 2001-2002, claiming some 46% of the annual production of Australian wine (export61, 2006). 
There are over 1460 wine producers in Australia according to the 2002 Australian & New Zealand Wine Industry Directory, over 663 of which export Australian wine to over 100 countries throughout the world, in both bottled and bulk shipments. (The Australian & New Zealand Wine Industry Directory, 2002) 
In 2003-04, sales of Australian wine totaled approximately 999 million litres, with 414 million litres sold domestically and 584 million litres exported. Australian wine exports were worth $2.5 billion, with represented an increase of 12.7% over the previous year. The principal destinations were the United Kingdom, the United States, New Zealand, Canada and Germany. Australian wine exports to Japan have been on the increase and because it currently has only a 4% stake in the Japanese wine market, there is tremendous potential for success. (Department of Foreign Affairs and Trade, 2006) 
The Australian Wine industry has experienced a worldwide boom in export sales. One of the strongest growth areas has been Asia, in particular Japan. Sales of Australian wines to Japan rose by 108% from 1997 to mid 2001 in volume terms, the highest growth rate among wine exporting nations (AAP, 2001). Australia is currently the sixth largest source of wine imports for Japan in value, and the seventh largest in terms of volume. There was a 180% jump in export sales of Australian wine to Japan from $15.3 million to $42.9 million between 1995 and 1999(Austrade, 2006). In 2005 Japan was the ranked 10th on a survey of the wine exporting destinations of Australia as can be seen from the graph below (Australian Wine & Brandy Corporation, 2005) 
Southcorp Wines is Australia's largest producer of table, fortified and sparkling wines contributing approximately 30% of the domestic market. It is a global wine company operating offices in five countries, producing wine in three countries and earning almost 40% of its revenue from international sales. The company ranks as one of the top ten largest wine companies in the world contributing 0.6% of worldwide wine production. Southcorp is now recording annual sales of two million cases to the UK and one million cases to North America. Southcorp crushed about 19% of the industry's grapes in 2000. The group controls about 30% of Australia's wine exports. (Balfour& Frederik, 2001) 
Summary of Australian wine exports approvals for the calendar year 2005. 

Volume Value Value/Litre 
ML Δ A$ million Δ A$/L Δ 
United Kingdom 260.8 1.60 938.9 -2.90 3.60 -4.4 
United States 208.2 12.90 933.2 1.60 4.48 -10.1 
Canada 49.1 24.80 259.2 10.50 5.28 -11.5 
Germany 37.2 21.60 77.7 4.60 2.09 -14.0 
New Zealand 24.9 0.60 91.6 -3.50 3.68 -4.1 
Denmark 16.9 48.80 45.1 14.40 2.67 -23.1 
Netherlands 14.1 15.10 45.9 11.80 3.26 -2.9 
Sweden 12.1 -11.20 43.4 8.40 3.57 22.1 
Ireland 11.2 2.50 52.7 -5.40 4.69 -7.7 
Japan 8.6 1.00 45.6 -0.90 5.30 -1.9 
France 7.3 7.30 13.9 -6.40 1.89 -12.8 
Belgium 7.0 27.50 22.4 9.60 3.19 -14.0 
Switzerland 5.2 8.70 22.0 4.30 4.24 -4.0 
Singapore 4.4 6.30 34.6 -1.20 7.81 -7.0 
Norway 4.2 61.20 15.7 52.20 3.73 -5.6 
Rest of World 30.5 16.60 151.6 16.70 4.97 0.0 
World 701.8 9.20 2,793.5 1.80 3.98 -6.8 

(Source: Australian Wine & Brandy Corporation, 2005) 


Evaluation of Southcorp’s performance 

The next section aims to highlight the performance of Southcorp in Australia and put forward the reasons for their success and the problems faced along the way. 


One of the major problems faced by Southcorp when it entered the Japanese wine market was that there were already well established European and American exporters present and it was always going to be difficult to change consumer preference towards their wines. To counter this problem Southcorp decided to either merge with or acquire Japanese wine companies and with their know-how develop a successful base from which they could then move forward. This has been advantageous to Southcorp as it has meant that it has not had to start from scratch in Japan. For example Southcorp’s Lindemans Wines formed a deal in 1984 with Asahi Breweries Japan to market Lindemans premium wine. This range was added to complement Lindemans ‘Vin Ordinare’ wine, already being marketed by Asahi under the Cellar Choice label.(Dunstan, 1993) The deal with Asahi lead to the largest order for Australian packaged wine in that year. Another Southcorp acquisition Penfolds formed distribution agreement with Japan’s largest alcoholic beverage distributor Suntory in 1984. These measures has allowed Southcorp expand its production in Japan and set up a large consumer base for its wines. 

Another problem that Southcorp faced was the high tariff rate and the highly regulated market. High tariff rates meant that it was always going to be difficult for Australian exporters to compete with the local producers on cost as the additional tariff raised the cost of the wine and also reduced economies of scale. Southcorp had to try and reduce the cost of production to prevent it from falling behind the competition. They also had merged with and purchased some vineyards in Japan so it made it easier for them to produce wine at lower costs. There were also custom duties and liquor taxes that had to be paid when exporting wine to Japan, so it also added to the cost of the final product (Department of Foreign Affairs and Trade, 2003). 

There are also serious language barriers that companies face when they enter the Japanese market. Southcorp initially employed external interpreters to help reduce the gulf that existed between their employees and local Japanese producers and marketers. A very important reason to have a good communication channel is because it makes it much easier for companies to get the message across to either the consumers or for that matter any other partner organization. Southcorp also encouraged employees who spoke Japanese to get involved in the process and help gat the message across (De Mente, B (2002). 

Japanese consumers are very price and quality conscious so it was important for Southcorp to support their locally based partners and maintain constant communication with them. Since Southcorp was competing with many of the best wine brands in the world, it was vital that certain measures were taken to promote their wines any to try and develop a competitive advantage over other manufacturers. An efficient marketing campaign was set up by the company with assistance from the Australian Wine Corporation which helped Southcorp firstly identify the key market area it wanted to target and further helped the Japanese realize the creativity, innovativeness and consistency of Southcorp wines and ensured steady demand for its products. 


One of the major reasons for the success of the Australian wine industry has been the key role played by the Australian government which has promoted and supported the industry tremendously. The Australian Wine and Brandy Corporation (AWBC), was created by the Australian Government in 1980, it is funded via a wine export levy that is imposed on all exported Australian wine. The AWBC is responsible for regulating the industry, supplying information about the industry and most importantly for exporters, promoting Australian wines via the Australian Wine Export Council (AWEC). AWEC plans, coordinates and manages the promotion and market development of Australian wines overseas through offices not only in Australia, but also through their offices in Canada, Europe/UK, Germany, Japan, Scandinavia and USA. To meet its brief of supplying information the AWBC has developed a considerable amount of detailed information specifically designed for Australian exporters. Southcorp was also a major recipient of this aid and the AWBC has backed it all the way (Australian Wine and Brandy Corporation, 2006). 

Perhaps the most relevant issue that Southcorp and all the other Australian wine companies faced was that there was a sudden change in taste that occurred in Japan and indeed around the world, i.e., the Japanese, who traditionally drank more white wine, developed a taste for red wine and this caused serious problems for Southcorp as most of their vineyards were growing white wine. The company decided to shift their focus from growing more white wine to growing more of the red variety whose demand was growing in most major wine consuming countries across the globe. Southcorp was able to therefore reap the benefits by diversifying their production and it all paid off in the end. 

Conclusion 
When Southcorp Wines began its push into International markets in 1991, the company's exports were valued at A$40 million. Now believed to be the world's biggest wine exporter by value, Southcorp Wines reported almost A$300 million in international sales last year (Austrade, 2006). 
The company's export strategy has been based on establishing organisations within each market to find out what people want -- and then developing appropriate products. The international vice-president of Southcorp Wines, Mr David Combe, said establishing an office in Singapore in 1991, long before wine was a serious business prospect in the region, had been critical to the company's Asia-Pacific success (Business Asia, 1999). 
Much of the growth has occurred since the Asian economic downturn. When other companies withdrew from Asia during the financial crisis, Southcorp Wines increased its commitment -- a decision that has delivered handsome rewards (Business Asia, 1999). 
Even though Southcorp has been acquired by The Fosters group which has changed its focus from primarily beer to the wine industry as well, Southcorp has been a guide for many an exporter from Australia or for that matter from any other country, for their excellent management and marketing techniques which had made them one of the largest wine producers in the world. 
. 
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Business in Asia 

“You've just finished negotiating the deal, and it's time for a celebration, drinks and dinner all around, and you go to bed only to wake up the next morning to learn that the other side wants to start all over again. Or you try to buy something - say a collection of antique vessels for resale for decorative uses – and you're told that the artifacts are yours but only for a price. You wonder, should I agree to pay a bribe just this once?”(Rhodes, 2003) Do any of these examples sound familiar? Well if you’re a company doing business in an Asian market, these are very common incidents. 

This essay aims to shed light on the problems faced by Australian enterprises doing business in Asia. Problems such as cultural disparities, language barriers, competition form firms from Europe, the United States and Japan and other such barriers will be discussed in detail. Further, strategies pursued by these firms to counter these barriers will also be discussed. In the second part of the essay, a case study of an Australian firm operating in Asia will be conducted. 
Exporting and foreign investment activity has long been a significant component in the Australian economy. “Foreign markets for Australian goods and services provide opportunities to increase national turnover, achieve economies of scale, diversify production and contribute to growth and employment” (ABS, 2006). Exporting is important to Australia. It helps pay for imports as the economy grows. The gains from trade enable a higher standard of living than Australians would otherwise enjoy. It is also a source of new ideas and knowledge for Australian businesses as they compete against the world’s best in the international market place (Lane, Philip & Milesi-Ferretti, 2001). 
Asia has become a key part of the global economy, accounting for three of the ten largest economies (China, Japan, and India) and accounting for more than 35 percent of world GDP. Asia's share of world GDP is also on the rise, thanks primarily to its economic liveliness (FIG: 1). The region's economy, having fully recovered from the financial catastrophe of 1997–98, is now the fastest growing in the world, contributing close to 50 percent of world growth (International Monetary Fund, 2006). 

FIG 1: Asia’s share of world GDP (IMF, 2006) 
.Asia's strength largely reflects its successful integration into the world economy. Apart from the Asian Crisis in 1997-98 and a brief dip after the collapse of the 2001 information technology boom, its share of world exports has increased steadily and now stands at 27 percent. Intraregional trade is also growing as countries position themselves at different stages of a regional supply chain which is exemplified by the tremendous influx of multinational firms from the United States, Europe, Japan and Australia (International Monetary Fund, 2006). 
The unparalleled size of Asia's markets has always caught the eye of Australian Multinational Corporations. Goldman Sachs and Co. estimated that Asia will represent almost two-thirds of the world's GDP by the year 2050, with China alone providing one-third of that total. Simply put, the market potential of Asia is unmatched. (See figure 2.) 
(Goldman Sachs and Co., 2002) 





Estimate of world's 50 largest economies by 2050 

Country Total GDP (Trillions of $USD) 
China 44.5 
U.S. 44.5 
India 27.8 
Japan 6.7 
Brazil 6.1 
Russia 5.9 
Britain 3.8 
Germany 3.6 
France 3.2 
Italy 2.1 
Total GDP of Top 10 Economies 138.6 
China, India and Japan as % of Top 10 Economies 0.57 
China as % of Top 10 Economies 0.32 

Figure 2: Global Repositioning Figures 
(Source: Goldman Sachs and Co., 2002) 


Australian firms have played a vital role in the development of many Asian economies. Australian MNC’s have entered into joint ventures with existing Asian firms, or have set up wholly owned subsidiaries or green field projects (Borensztein, 1998). The Australian government has been instrumental in the success of these Australian firms; by entering into trade treaties which have greatly reduced trade barriers that once existed Australian businesses got the much needed push to enter the Asian markets(Department of Foreign Affairs and Trade, 2004). However, some major barriers to the entry and success of Australian firms still exist. They have been discussed below: 










Cultural differences 

There is a common delusion that all Asian countries share the same values, attitudes, and outlook. This idea is occasionally promoted by some Asian thinkers who emphasize pan-Asian values when arguing against the incursion of Western influence into their countries. When viewed in detail, Asian cultures share a variety of characteristics, but each distinguishes itself from the next through specific cultural elements and accepted business norms(Fig: 3) (Gross, 2006). Therefore, it is important to understand the cultural or business norms that are unique to a specific country or ethnic group, and then adapt one’s business approach to address such customs or norms. (Chan, 1998) 
Western Approach Eastern Approach 
Do a deal Build relationships 
Maximize short-term profits Establish long-term foundations 
Assess competitive capabilities Assess integrity and trust 
Be frank Don’t deliver bad news 
Make changes fast Move when ready 
FIG 3: Different approaches of doing business 
(Source: Gross, 2006) 
Differences such as socio-economic differences, urban/rural differences, racial differences, gender differences, language and dialect differences, religious differences and ethnic differences are some of the prominent cultural dissimilarities that exist between Australian firms and their Asian counter parts. Also, business is carried out very differently in Asian firms as compared to the setup in Australia (Armstrong, 1991). 

Australian businesses need to be aware of these differences and must address them in order to be successful. For example, when doing business in China, it is vital to establish a personal connection (guanxi) with the other party; this involves earning the respect and trust of the other party. In Japan, small things like not looking into the other person’s eyes during a conversation or shaking hands in the correct manor are taken very seriously and could be detrimental to the firm if caution is not taken. The negotiation process is also very different when doing business in Asia. The Western method of being straightforward and unambiguous is not they way things work in Asia. Conversely, Asians and specially the Chinese are masters of the oblique, i.e., what is not said in conversation can be more important than what was actually said. It is important to “Remain calm and impersonal during negotiations - the Chinese will use friendship, flattery, or anger during negotiations to try to gain concessions. They may also threaten to do business elsewhere or play off competitors in order to put the other side on the defensive.” Such factors if kept in mind can be very useful while doing business in Asian countries (Donaldson, 1989). 



Language Barriers 

“The limits of language are the limits of one's world.” 
- Ludwig Wittgenstein 


Effective communication is only possible if the communicators can understand each other. Asia is home to arguably the most number of spoken languages. India alone has 24 official languages which are spoken in many different dialects. This poses major problems to Australian firms operating in Asia as they find it very difficult to communicate with their Asian counterparts; especially during the negotiation process. (Unknown, 1993) 
To counter this problem many Australian firms employ interpreters to help them get their message across. This can be a very expensive and risky procedure. A vital factor in the use of English-speaking local interpreters by foreign executives in Asia is that most of the interpreters are young, often have had little or no business experience themselves, are likely to be inadequately experienced in handling human relations problems (which is always a big part of interpreting), and are almost always called upon to interpret to older, higher ranking executives. This in most Asian countries is not acceptable as they are very particular about who gives them directions; e.g. a high ranking Japanese executive will not be pleased if he/she is given orders or directions by a younger inexperienced interpreter. In their efforts to use the proper level of polite speech to higher ranking individuals, the young, inexperienced interpreters often confuse the meaning of what they are trying to say. They will also habitually moderate the foreigner's remarks to avoid upsetting the other side. Australia has a multicultural population and people from almost all Asian countries are well represented. If Australian firms can recruit employees who understand the language of the host country, it can go long ways to help foster a good communication between the two parties. (De Mente, 2002) 

Competition from American, Japanese, European and other MNC’s 

Asia has become a major foreign investment puller over the past few years and multinational conglomerates the United States, Japan, the EU have invested heavily in Asian countries. This poses major problems for Australian companies as their rivals are very well established and have good knowledge of the market; they also have well developed strategies in place. Doing business in some Asian countries involves the setting up of what is called ‘Value Chains’ to ease the production process; the major companies have already established these values chains and it has greatly reduced the cost of production for them. Australian companies on the other hand have to enter the market, form partnerships with other local businesses and then devise strategies to counter competitive forces. This is time consuming and it may lead to the company being driven out by their larger more powerful competitors. (Cooper, Frank & Kemp, 1997) 
In order to counter this problem most Australian companies based their modes of operation on existing large companies and after they were secure brought new things into the market. Australian companies have also been known to prefer acquisition of existing companies in Asian countries ahead of setting up new ‘Greenfield Projects’. This may be attributed to lack of capital of these Australian firms compared to the much larger MNC’s operating there; these companies may have also wanted to take the safer route and gain knowledge of the market before entering into the specified fields. 



Different work ethics 

Australian managers working in Asia are also confronted with many ethical issues while managing their workforce. This is due to a combination of reasons stemming from the different approaches to work and life in general. While most Asians follow the collectivist approach, Australian or western culture is centered on individualism. This creates serious problems during negotiations and team activities. Another factor that differentiates the two approaches to business is that in Asia, people believe that change is continuous, whereas the Western or Australian approach is a more rigid one, i.e., managers in Australian firms are not open to a continuously changing business environment. (Rhodes, 2003) 
To make things easier for themselves Australian managers should try and adapt to environment in which they are working. This may require managers to adopt a collectivist approach and follow Asian methods of doing business. This can be very challenging and proper training is required to help Australian managers become proficient in their trade. (Carter, 2000) 

















Case Study: Southcorp Wines 


Australian wine export contributes significantly in to overall Australian exports. The industry was rapidly growing for the last several years and has reached a new record of $A2 billion in exports in 2001-2002, claiming some 46% of the annual production of Australian wine (export61, 2006). 
There are over 1460 wine producers in Australia according to the 2002 Australian & New Zealand Wine Industry Directory, over 663 of which export Australian wine to over 100 countries throughout the world, in both bottled and bulk shipments. (The Australian & New Zealand Wine Industry Directory, 2002) 
In 2003-04, sales of Australian wine totaled approximately 999 million litres, with 414 million litres sold domestically and 584 million litres exported. Australian wine exports were worth $2.5 billion, with represented an increase of 12.7% over the previous year. The principal destinations were the United Kingdom, the United States, New Zealand, Canada and Germany. Australian wine exports to Japan have been on the increase and because it currently has only a 4% stake in the Japanese wine market, there is tremendous potential for success. (Department of Foreign Affairs and Trade, 2006) 
The Australian Wine industry has experienced a worldwide boom in export sales. One of the strongest growth areas has been Asia, in particular Japan. Sales of Australian wines to Japan rose by 108% from 1997 to mid 2001 in volume terms, the highest growth rate among wine exporting nations (AAP, 2001). Australia is currently the sixth largest source of wine imports for Japan in value, and the seventh largest in terms of volume. There was a 180% jump in export sales of Australian wine to Japan from $15.3 million to $42.9 million between 1995 and 1999(Austrade, 2006). In 2005 Japan was the ranked 10th on a survey of the wine exporting destinations of Australia as can be seen from the graph below (Australian Wine & Brandy Corporation, 2005) 
Southcorp Wines is Australia's largest producer of table, fortified and sparkling wines contributing approximately 30% of the domestic market. It is a global wine company operating offices in five countries, producing wine in three countries and earning almost 40% of its revenue from international sales. The company ranks as one of the top ten largest wine companies in the world contributing 0.6% of worldwide wine production. Southcorp is now recording annual sales of two million cases to the UK and one million cases to North America. Southcorp crushed about 19% of the industry's grapes in 2000. The group controls about 30% of Australia's wine exports. (Balfour& Frederik, 2001) 
Summary of Australian wine exports approvals for the calendar year 2005. 

Volume Value Value/Litre 
ML Δ A$ million Δ A$/L Δ 
United Kingdom 260.8 1.60 938.9 -2.90 3.60 -4.4 
United States 208.2 12.90 933.2 1.60 4.48 -10.1 
Canada 49.1 24.80 259.2 10.50 5.28 -11.5 
Germany 37.2 21.60 77.7 4.60 2.09 -14.0 
New Zealand 24.9 0.60 91.6 -3.50 3.68 -4.1 
Denmark 16.9 48.80 45.1 14.40 2.67 -23.1 
Netherlands 14.1 15.10 45.9 11.80 3.26 -2.9 
Sweden 12.1 -11.20 43.4 8.40 3.57 22.1 
Ireland 11.2 2.50 52.7 -5.40 4.69 -7.7 
Japan 8.6 1.00 45.6 -0.90 5.30 -1.9 
France 7.3 7.30 13.9 -6.40 1.89 -12.8 
Belgium 7.0 27.50 22.4 9.60 3.19 -14.0 
Switzerland 5.2 8.70 22.0 4.30 4.24 -4.0 
Singapore 4.4 6.30 34.6 -1.20 7.81 -7.0 
Norway 4.2 61.20 15.7 52.20 3.73 -5.6 
Rest of World 30.5 16.60 151.6 16.70 4.97 0.0 
World 701.8 9.20 2,793.5 1.80 3.98 -6.8 

(Source: Australian Wine & Brandy Corporation, 2005) 


Evaluation of Southcorp’s performance 

The next section aims to highlight the performance of Southcorp in Australia and put forward the reasons for their success and the problems faced along the way. 


One of the major problems faced by Southcorp when it entered the Japanese wine market was that there were already well established European and American exporters present and it was always going to be difficult to change consumer preference towards their wines. To counter this problem Southcorp decided to either merge with or acquire Japanese wine companies and with their know-how develop a successful base from which they could then move forward. This has been advantageous to Southcorp as it has meant that it has not had to start from scratch in Japan. For example Southcorp’s Lindemans Wines formed a deal in 1984 with Asahi Breweries Japan to market Lindemans premium wine. This range was added to complement Lindemans ‘Vin Ordinare’ wine, already being marketed by Asahi under the Cellar Choice label.(Dunstan, 1993) The deal with Asahi lead to the largest order for Australian packaged wine in that year. Another Southcorp acquisition Penfolds formed distribution agreement with Japan’s largest alcoholic beverage distributor Suntory in 1984. These measures has allowed Southcorp expand its production in Japan and set up a large consumer base for its wines. 

Another problem that Southcorp faced was the high tariff rate and the highly regulated market. High tariff rates meant that it was always going to be difficult for Australian exporters to compete with the local producers on cost as the additional tariff raised the cost of the wine and also reduced economies of scale. Southcorp had to try and reduce the cost of production to prevent it from falling behind the competition. They also had merged with and purchased some vineyards in Japan so it made it easier for them to produce wine at lower costs. There were also custom duties and liquor taxes that had to be paid when exporting wine to Japan, so it also added to the cost of the final product (Department of Foreign Affairs and Trade, 2003). 

There are also serious language barriers that companies face when they enter the Japanese market. Southcorp initially employed external interpreters to help reduce the gulf that existed between their employees and local Japanese producers and marketers. A very important reason to have a good communication channel is because it makes it much easier for companies to get the message across to either the consumers or for that matter any other partner organization. Southcorp also encouraged employees who spoke Japanese to get involved in the process and help gat the message across (De Mente, B (2002). 

Japanese consumers are very price and quality conscious so it was important for Southcorp to support their locally based partners and maintain constant communication with them. Since Southcorp was competing with many of the best wine brands in the world, it was vital that certain measures were taken to promote their wines any to try and develop a competitive advantage over other manufacturers. An efficient marketing campaign was set up by the company with assistance from the Australian Wine Corporation which helped Southcorp firstly identify the key market area it wanted to target and further helped the Japanese realize the creativity, innovativeness and consistency of Southcorp wines and ensured steady demand for its products. 


One of the major reasons for the success of the Australian wine industry has been the key role played by the Australian government which has promoted and supported the industry tremendously. The Australian Wine and Brandy Corporation (AWBC), was created by the Australian Government in 1980, it is funded via a wine export levy that is imposed on all exported Australian wine. The AWBC is responsible for regulating the industry, supplying information about the industry and most importantly for exporters, promoting Australian wines via the Australian Wine Export Council (AWEC). AWEC plans, coordinates and manages the promotion and market development of Australian wines overseas through offices not only in Australia, but also through their offices in Canada, Europe/UK, Germany, Japan, Scandinavia and USA. To meet its brief of supplying information the AWBC has developed a considerable amount of detailed information specifically designed for Australian exporters. Southcorp was also a major recipient of this aid and the AWBC has backed it all the way (Australian Wine and Brandy Corporation, 2006). 

Perhaps the most relevant issue that Southcorp and all the other Australian wine companies faced was that there was a sudden change in taste that occurred in Japan and indeed around the world, i.e., the Japanese, who traditionally drank more white wine, developed a taste for red wine and this caused serious problems for Southcorp as most of their vineyards were growing white wine. The company decided to shift their focus from growing more white wine to growing more of the red variety whose demand was growing in most major wine consuming countries across the globe. Southcorp was able to therefore reap the benefits by diversifying their production and it all paid off in the end. 

Conclusion 
When Southcorp Wines began its push into International markets in 1991, the company's exports were valued at A$40 million. Now believed to be the world's biggest wine exporter by value, Southcorp Wines reported almost A$300 million in international sales last year (Austrade, 2006). 
The company's export strategy has been based on establishing organisations within each market to find out what people want -- and then developing appropriate products. The international vice-president of Southcorp Wines, Mr David Combe, said establishing an office in Singapore in 1991, long before wine was a serious business prospect in the region, had been critical to the company's Asia-Pacific success (Business Asia, 1999). 
Much of the growth has occurred since the Asian economic downturn. When other companies withdrew from Asia during the financial crisis, Southcorp Wines increased its commitment -- a decision that has delivered handsome rewards (Business Asia, 1999). 
Even though Southcorp has been acquired by The Fosters group which has changed its focus from primarily beer to the wine industry as well, Southcorp has been a guide for many an exporter from Australia or for that matter from any other country, for their excellent management and marketing techniques which had made them one of the largest wine producers in the world. 
. 
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