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Summary 
 
Paul Walsh, CEO of Diageo, spoke to the group about his experiences in high-growth 
markets and shared his advice on what British businesses need to do to grow. This advice 
included a focus on superior goods trading on Britain’s reputation for quality rather than cost 
competition, employing long-term strategies that are comfortable with volatility, and to look for 
the right overseas partners both for help in understanding these heterogeneous markets and 
in terms of achieving swifter and wider penetration within them. 
 
David Smith, Andy Mears and Tony Hughes shared their personal experiences as Directors of 
exporting SMEs. Though all have been successful in expanding their business overseas, 
problems have been identified; a lack of information, regulatory and legal confusion, and the 
struggle to find reliable local distributors. 
 
Crispin Simon, Managing Director of UKTI responses for SMEs, spoke to the group about 
UKTI’s current offering and plans for the future to make it a more effective organisation. As 
well as increasing the number of staff within UKTI, they have developed schemes such as 
Open to Export in association with Yell. The Tradeshow Access Programme is also seeing 
increased funding. 
 
Action Points 
 

 Paul Walsh suggested that Diageo would be pleased to offer support to SMEs, 
including organising a meeting of a selection of companies with some of Diageo’s 
foreign distributors 

 Concerns with the Bribery Act 2010 surfaced, and Crispin Simon indicated that Lord 
Green had received assurances that a very high barrier to prosecution would be put 
in place by the Public Prosecutions Office, though he understood concerns that this 
might not be enough to reassure businesses 

 The Tradeshow Access Programme (TAP) was singled out for praise by numerous 
members of the advisory panel, and have encouraged the APPG to lobby for its 
extension 

 The APPG has been successful so far in facilitating discussion of the challenges and 
opportunities that exist within the current economic climate. The group will continue 
with this work when Parliament is back from the summer recess, and it is hoped that 
the group will come together outside of London at some point during Conference 
season. 



 
Chair: Good afternoon and welcome to the third meeting of the APPG for Trade and 
Investment; thank you all for coming, and apologies for the logistical issues that mean we are 
in this room. I’m very excited today as we have the opportunity to listen to Paul Walsh, CEO 
of Diageo, who have expanded into high-growth markets. We also have a panel of three 
SMEs, composed of David Smith, Andy Mears, and Tony Hughes. In addition, Crispin Simon 
is here from UKTI to talk to us about the barriers of exporting into emerging markets and the 
initiatives that UKTI is taking to reduce those barriers. I’d like to hand over to Paul. 
 
Paul Walsh: Good afternoon ladies and gentlemen. It is a great pleasure to be here, and to 
have the opportunity to speak to you today.  I want to share our experience of high growth 
markets and also make some observations which will apply to all businesses whatever their 
size. 
 
As you may be aware, my own company Diageo exports to 180 countries around the world.  
Traditionally, our business in terms of sales was split roughly 30% in North America, 30% in 
Europe and 30% in what we used to call Rest of World. In the last few years we have seen a 
huge development in the high growth economies to the extent that they now account for 40% 
of our sales and we are expecting this share to increase to at least 50% by 2015.  
 
I gave a speech recently when I spoke about ‘opportunity and optimism’ - subjects which have 
not exactly been top of the agenda over the past few years, for very obvious reasons. So why 
do I feel optimistic?  
 
If I look at the economic indicators here in the UK it would be very easy to feel pretty bleak. 
Low economic growth, with projections suggesting it will stay that way for some time.  Rising 
unemployment, with a generation of young jobless growing daily. And Government austerity 
programmes beginning to bite. Couple that with prospects in parts of the rest of Western 
Europe, and it would be very easy to be downbeat about prospects for growing a business 
right now. 
 
But I still feel positive. And the reasons for that are twofold. 
 
The first is the strong performance of our business right now, driven by double digit expansion 
of our sales in high growth emerging markets. 
 
And the second, related point, is the sheer size of the opportunity to expand Diageo’s reach 
into those markets still further in the next few years. 
 
Our company will not abandon or ignore our business in the UK and Western Europe. These 
remain important markets. But, make no mistake, British based businesses which are intent 
on expansion need to focus disproportionately  on how to export to, and operate in, high 
growth emerging markets - as well as on maintaining operations here. Parochialism and 
insularity are a recipe for contraction. My firm belief is that Britain’s economic recovery and 
future prosperity will be built on our becoming the world’s outstanding experts on doing 
business with, and in, Latin America, Asia, Eastern Europe and Africa. A sustainable and 
speedy recovery will be export driven. Selling high quality desirable goods and services to a 
rapidly growing emerging middle class across the world.   
 
We will succeed by becoming experts on doing business in Caracas, Hanoi, Nairobi and 
Ankara, as well as in Carlisle, Hull, Swansea and Aberdeen. 
    
The trend data on where future global growth is going to come from makes the argument for 
me. Let’s consider some projections: 
 
 By 2025, six emerging economies - Brazil, China, India, Indonesia, Korea, and Russia - 

will collectively account for more than half of all global growth. 
 By 2050, these same growth markets, with the addition of Mexico and Turkey, will 

represent nearly half (46%) of global GDP - a 2,100% increase in real GDP since 2000.  



 Disposable income in the four BRIC countries plus the tier 2 emerging markets is 
expected to triple to over 30 Trillion dollars by 2020. 

 There are already 2 billion middle-class people in emerging markets, accounting for 
around three quarters of consumption in those economies 

 Africa’s middle class, which currently represents a third of the continent's population, is 
expected to grow to 1.1 billion (42%) by 2060. 

 And by 2020, spending by women alone in emerging countries will have risen to 13.6 
Trillion dollars, superseding European spending, meaning we have to be smarter in the 
ways we deal with these new consumers. 

 
I have quoted 6 different data points here from 5 different eminent sources, and there are 
literally hundreds more all saying the same thing.  
 
Put simply: there is extraordinary opportunity for growth in the world today, and in the future. 
But that extraordinary prize is only attainable with a business which has a footprint and focus 
beyond these shores. 
 
As an Englishman, I am proud and pleased to be part of a company headquartered in Britain. 
But that does not make Diageo a British company. We are a global company. That is a crucial 
distinction – not least in the psychology of how we approach building our business. I have 
recently spent 5 weeks immersed in our business in Asia-Pacific. Based out of Singapore I 
visited all of our markets there, and I expect lengthy postings like that to become the norm in 
my working life. That is not because I like to travel – though I do – but rather because it is the 
physical expression of where Diageo’s, and therefore my, primary focus is today. It is the 
logical culmination of a strategic journey we have been on for around a decade to build our 
exposure in high growth markets. 
 
As I said earlier, these markets represent nearly 40% of our net sales – up from 32% at the 
end of June 2011 - and we are targeting 50% by 2015, if not earlier. In the half we reported in 
February 2012, we saw sales grow by 12% in Africa, 10% in Asia Pacific and a stellar 23% in 
Latin America. These are impressive numbers and are, as a result of the investments we 
have made, coming from substantive and substantial bases. We are pleased with this 
acceleration in our performance and intend to do even better.  This growth – and the 
prospects for future growth – meant that last month we announced a major £1 billion 
investment programme in our distilling operations in Scotland – bringing jobs and investment 
to several locations across the country. 
 
So what have we learnt from our experience about how to become expert in doing business 
with, and in, these high growth markets? 
 
I have five points for your consideration.   
 
The first is that emerging or high growth markets are clearly not homogenous. Each has its 
own dynamic, with different social, cultural, political and commercial traditions. Companies 
must not only understand the relevant dynamic, but manifestly demonstrate respect for it. The 
days when a western business could patronisingly apply a cookie cutter approach to how they 
trade in the so called ‘developing world’ are over. That is not to say that global propositions 
don’t work, but they need a local accent and local articulation – respecting the sophistication 
of the relevant consumer or customer. 
 
The second observation I have to offer is that you should not relentlessly pursue cost 
reduction. The quality of the goods or service you are exporting, and the exponentially 
growing appetite for aspirational brands and high value propositions in these markets, is 
where British business can win. It is unlikely, given the cost of labour, that you can compete 
on price, and to do so will invariably lead you down a low margin rabbit-hole, a race to the 
bottom. You have to be bolder and think not about cost reduction, but rather about how to 
create the most compelling offering you can. The packaging and new bottle we have recently 
launched for Johnnie Walker Blue Label is a prime example of this approach in action. The 
bottle costs more to produce, the packaging costs more, and the way it is displayed costs 
more. But the net effect of all of that has been to make it more desirable, and it is literally 



flying off the shelves in Asia and Latin America. Diamond Jubilee, a stunning limited edition 
variant which has been made to mark Her Majesty’s anniversary costs £100,000 a bottle. The 
opportunity to purchase it is by invitation only and there has been a very high level of interest 
– mainly from high growth markets. It’s all about quality and cachet – and British business can 
deliver both. 
 
The third piece of advice I would offer is to look for local partners who can swiftly help you 
navigate the market and access relationships. The first port of call for anyone should be the 
UK Embassy in the relevant nation. These missions have been transformed in the past few 
years to increase their commercial capabilities and focus. They are obliged to assist you and 
generally do a very good job in my experience. The second is to think about whom in the 
market you can team up with who can help deliver scale and distribution of your goods and 
services and provide invaluable local insights. Our M&A strategy over the past few years has 
demonstrably been driven by this philosophy – we have taken stakes in businesses in China, 
Turkey, Vietnam, Tanzania and Ethiopia which have accelerated our penetration, partly 
because of the local knowledge we acquired. It’s not just about M&A, it’s about finding the 
right partners with the right connections, whatever the size of your business. 
 
The fourth observation I would make is the importance of strong governance and remaining 
true to your values as a company. There can be no ‘blurring of the lines’ on ethics because 
local custom happens to permit actions which would otherwise be regarded as beyond the 
pale. Diageo will never betray our ethical standards to gain access to, or grow our business in 
any market. Whatever short-term gain may be garnered, the long-term damage to a corporate 
reputation, and to brand equity, will outweigh it.  
 
Finally, and for me this is the biggest attribute that you need to have in doing business in high 
growth markets is to be comfortable with volatility. Business people crave visibility and 
stability - that is why the economic crash of 2008 was so traumatic. In high growth markets 
the one thing you can be sure of is that conditions will not be as predictable as you would 
wish. From infrastructure unreliability to difficult-to-navigate bureaucracies. From regulatory 
uncertainty to political instability – it is a perpetually moving feast.  But if you can become 
comfortable with that volatility then the size of the prize on offer makes it certainly worth it. I 
said at the top of these remarks that Britain should become the world’s leading expert on 
doing business in high growth markets and I firmly believe that is possible.  
 
But it will require a shift in mindset and focus from business, plus wholehearted support from 
the Government to make that a reality, and we need to start work today.  
    
Thank you for listening. 
 
Chair: I’d like to thank Paul for speaking with us today – I am sure it will be helpful going 
forward. I’d like to open the floor up for questions. 
 
Sir Ron Halstead, EIA: Starting out is often most difficult part of exporting. Test marketing 
was a useful tool – within the Tradeshow Access Program – but the cuts to the budget during 
the previous Government have hampered the momentum that the program was developing. 
Lord Green and UKTI are moving in the right direction by expanding the program. 
 
Geoffrey Clifton-Brown MP: 60% of this country’s exports go to Europe; how do we 
encourage British firms to make the great leap to emerging markets? 
 
Paul Walsh: The statistics themselves are compelling, so intellectual acceptance should be 
easy. Europe is, at best, flat for the next five years. There are pockets of growth but we need 
to be focussing further afield. 
 
Lesley Batchelor, IOE: On the subject of test marketing, there are options available 
particularly online without going through UKTI programs.  
 
Ruth Evans, BFBi: How do you encourage companies further down the supply chain to 
export? Should they follow the same route as Diageo, emphasising quality over cost? 



 
Paul Walsh: It’s hard to generalise, but I think you have to either go for quality or volume. 
From our perspective, alcoholic consumption has been part of self-actualisation, as the 
growing middle-class (and governments) have moved away from cheap alcohol. The “pile it 
high and watch it fly” approach won’t work anymore. 
 
Lorely Burt MP: We need to encourage export leaders to take their supply chains with them; 
it can create a virtuous cycle. 
 
David Croxson, SMMT: I think that this APPG needs to think strategically. One thing this 
country does have is excellent universities and business schools; what about linking that with 
SMEs under some sort of “interns for exports” scheme? 
 
Paul Walsh: Ideas like that, which could spur growth, should be pursued. On the other point, 
it’s crucial to encourage your supply chains to come with but SMEs have to be aware that 
patience is crucial in exporting; you can’t dip in and dip out of markets. Instability is a serious 
problem for us in some markets – for instance Nigeria this year, and Venezuela in the past. 
 
Chair: Thanks again to Paul. I’d like to hand over now to our panel of three SMEs, all of 
whom have personal experience of exporting overseas. Let’s start with David Smith, from 
Specac. 
 
David Smith: Thank you Margot for inviting us here today. Specac is a £4.5m turnover 
company, selling in to 80 countries with 60 staff. Recent success overseas has been driven 
by better account management, new products, and exploring new markets. Much of what 
Paul said about Diageo we find true ourselves; finding local distributors is crucial, and in 
terms of price point challenges we agree that you don’t have to “dumb down” your product in 
emerging markets.  
 
Though we’re predicting sizable growth for our firm abroad, there are problems and things 
we’ve learnt the hard way – for instance, we were fined £7,000 by Indian customs because of 
an administrative error. It’s important to travel – people like to meet “the boss” before 
developing export partnerships. Many companies in this country, I think, are fearful of 
perceived barriers, like language and culture, or of being too small. 
 
In terms of external help, a lot of SMEs need government like a hole in the head. We haven’t 
used embassies, or UKTI, and what we’d ask for more of is simply information on things like 
customs and culture. Trade shows and missions, with genuine SMEs, would be the best thing 
Government could do. 
 
Chair: I’d now like to bring in Andy Mears, from Deltex Medical. 
 
Andy Mears: Thanks to the Chair for inviting us along today and giving us the opportunity to 
speak. Deltex make medical equipment that can shave three days off hospital visits during 
surgery, and has recently been identified by the NHS as a key innovation to be rolled out 
across the UK. Abroad, Deltex have recently developed an American operation as well as a 
Spanish office. The company is running at around a £7m turnover with 76 employees. From 
our experience, market research and information is crucial; if you’re going to spend a certain 
amount of money you need to know it’ll work. We used UKTI’s Passport To Export scheme 
and found it very useful.  
 
Despite our success we’ve encountered serious regulatory issues. The BRICs, in particular 
Brazil, have thrown up all sort of regulatory challenges, but even closer to home within the EU 
there have been problems with not knowing the local employment law architecture.  
 
In terms of what government can do, we need serious support; trade shows and trade fairs in 
the UK would be a start. I also want to flag up the problematic Bribery Act which is a 
significant concern. 
 



Chair: That brings us to Tony Hughes, who has just been awarded for the second time a 
Queen’s Award for Enterprise. Congratulations Tony. 
 
Tony Hughes: Thank you all. Hughes Safety Showers are the biggest manufacturer of safety 
shower equipment in the world, outside of the US. We’ve a turnover of £13m with 80 
employees, and offices in the US, Asia, and the Middle East. We have trebled exports in the 
last four years with a recipe of the best and most modern designs at competitive prices, 
creating a reputation for quality. Our aim is to be the biggest manufacturer of safety showers 
in the world in five years. 
 
It has been noted however that distributors often do not put the same level of effort into selling 
your product as you do in getting it to the distributors. It’s crucial to find the right partners. We 
have had some success with joint ventures, which encourage committed partners. In terms of 
the support we’ve used, UKTI have been helpful as has the China-Britain Business Council. 
We need more research into new markets, and I’d add to other calls for increased numbers of 
trade fairs and seminars. 
 
Chair: Thank you all for sharing; that was very helpful and gives us plenty to think about. I’m 
sure Crispin Simon, Managing Director for SMEs at UKTI, would like to comment and I’m 
delighted he’s been able to come. 
 
Crispin Simon: Thank you for the invitation. We at UKTI have been doing a lot of thinking 
about emerging markets and have some statistics I’d like to share with you on the subject of 
barriers to export. 
 

 Legal and regulatory issues are listed as the biggest concern (of firms who export to 
the EU, 26% judged regulation to be top of the list. For those exporting to BRIC 
countries, that figure rose to 48%) 

 Customs problems figure next on the list; only 14% in the EU, as we’d hope, but 
rising to 34% in non-EU countries and 58% for firms exporting to Russia. 

 Sourcing contacts is also a concern for 16% of those exporting to the EU and 30% in 
non-EU countries. 

 Firms have found little bias towards local firms in high-growth markets, but 40% of 
firms operating in France felt it to be a barrier to growth. 

 
UKTI help one firm a minute, and 80% of those UKTI works with have turnovers of less than 
£10m. There is in our opinion high quality support to exporters, with 1300 people in 96 
countries and coverage of 98% of the world’s GDP. Additional staff are being sourced in 
China, and there are 300 in the field in the UK.  
 
There are problems at UKTI; as services have been added, the services they have 
superseded haven’t necessarily been removed, creating an impression of complexity. We 
plan to partner more with trade associations and the private sector organisations to deliver the 
TAP.  
 
UKTI understands that it cannot simply support business but needs to introduce businesses 
to opportunity directly, which is why we’ve begun to advertise business opportunities on the 
UKTI website and have opened a telephone service with Yell.  
 
We understand the concerns about the bribery act; Lord Green has spoken to the public 
prosecution service and has been assured that there will be a very high barrier set to ensure 
that smaller firms do not get caught out by the legislation when dealing with businesses 
overseas.  
 
UKTI are however funded by Government and though more funds are being made available, 
it still faces choices and dilemmas. Government has a policy of encouraging growth in 
emerging markets and that is what UKTI has to get behind. Certain fees levied by UKTI and 
affiliated bodies serve as a market test to ensure that they are still able to provide a high 
service rather than being overburdened with requests. In terms of advertising UKTI’s services, 



Government has enacted a serious clampdown on marketing of public services for budgetary 
reasons. 
 
Chair: Thanks again to Crispin for his input today. I’d like to open up the floor to comments 
and questions.  
 
Patrick Crawford, ECGD: I hope the APPG continues to bang the drum for Exports Credit 
Guarantees Department (ECGD). We have just reopened on Greece and we’d encourage all 
SMEs to look at the financing options available through ECGD. 
 
Alex Gray, HSBC: On that point I’d like to also say that banks are, as well as financial 
resources, intellectual resources too and can provide expertise on new markets.  
 
Patrick Crawford: I’d like to add that the limit on credit guarantees has now changed, and a 
previous BIS scheme has come to an end; credit guarantees now have no lower limit, to 
encourage SMEs.  
 
Tony Hughes: Banks aren’t doing enough to get the economy going in terms of access to 
finance. 
 
John McVay, Pact: I do think it’s important to remember our traditional markets too. Pact 
represent independent TV, film and music and have seen exports shoot up in the last year; 
our biggest market is the US. Advantages like language should still be capitalised upon. 
 
Dr. Adam Marshall, BCC: Reassurances on the Bribery Act aren’t enough as the perception 
remains that businesses can get caught up in it. Distributors in foreign countries are a serious 
problem for exporting firms. 
 
Jonathon Howard, Business Council for Africa: A focus on BRICs is too narrow. 7 out of 
the top 10 GDP-growth countries in the world are in sub-Saharan Africa, but UKTI only have 7 
people across 40 countries. Britain too must use the diaspora more; both in Britons that leave 
for foreign countries and those migrants to the UK that have contacts with their home 
countries. 
 
Jurga Zilinskiene, TodayTranslations: I’d really like to see this APPG move ahead and do 
something; there has been too much talking and not enough action in recent years. I think it 
would be very important to get to work on the Bribery Act and also to look at best practice in 
other countries; in Houston, for instance, they have a “hot desk” incubation programme which 
allows visiting directors and managers to use a temporary office whilst they meet potential 
partners. 
 
David Smith: I think this meeting has been helpful for the APPG going forward. There’s 
definitely a belief from UKTI that all the information is available but SMEs it seems tend to 
think otherwise. It’s promising to think that already successful exporters might have access to 
resources that would make them even better. 
 
Crispin Simon: I hope to come back here at some point and demonstrate what has been 
done to help business, as opposed to plans. 
 
Chair: I think that brings us nicely to a finish. From running my own business I know how hard 
it is to find time for anything else so I appreciate your being here and giving up your time. We 
will keep you abreast of future plans for the APPG when Parliament is back from recess. 
Thank you. 
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