QUEST FOODS ASIA PACIFIC AND THE CRM INITIATIVE

"Declan, we have to talk," said Mathijs Boeren, marketing director Foods, Asia Pacific, Quest International, as he walked into the Singapore office of Declan MacFadden, regional vice-president, Foods, Asia Pacific, in the early morning of February 28, 2000. Quest, which among other activities created flavors and textures for food and beverage companies had about six months earlier begun implementing a business process re-engineering (BPR) project. This initiative involved the analysis of every facet of Quest's businesses with the objective of finding new and better ways of operating.

MacFadden was responsible for the implementation of the Foods Division BPR throughout Asia Pacific. As part of this effort, he was also championing the development of an information technology-based customer relationship management model (CRM), an initiative he felt was critical for Quest to gain a sustainable competitive advantage with customers in the region. This initiative would offer much more to customers than the company's current Web site, where customers could simply obtain basic information on Quest's global operations and product offerings. Likely, it would contain interactive communications with some processes handled without human contact. MacFadden's ultimate goal was to bring Quest to the next phase of e-business — full interactivity.

Boeren took a scat and began talking:

Declan, I've just come from a meeting with International Snackfoods.1 The director of Procurement for Asia Pacific, Larry Wong, told me that one of our most formidable competitors had implemented CRM technology weeks earlier. Though Wong was somewhat reticent, he did hint to me that the new system addressed some of International Snackfoods' needs for increased transparency, responsiveness and information flow. As far as T can tell, this new system not only tracks orders, but is likely the first stage of a full Extranet. If so, our competitor will be able to give our key customers increased transparency, accelerate their product development, and link their research and development (R&D) facilities before we can.

As you can well imagine, this makes me nervous. At this point, I don't know whether our competitor has implemented this system worldwide. But whether it has or not, I am still concerned about Quest's 'mission readiness' for a similar IT platform.

MacFadden sank back into his chair. He already felt pressure to move forward with CRM, hearing through the grapevine that some senior managers felt that the project was moving too slowly. But this pressure was not universal. In a recent regional directors' meeting, others had questioned whether CRM was even a worthwhile priority given the finite time and money resources available, especially if its development and implementation ran concurrent to the implementation of Quest's BPR.

"Still, Mathijs," MacFadden said, "the issue remains — what are our priorities?" MacFadden, Boeren and the executive team in charge of the implementation of Quest's BPR had considered the implications to that question for months. Although the elements of an initial CRM had been created, it was still in its early stages. And, although some of Quest's customers had expressed interest in using a CRM system, it remained unclear whether a fully deployed CRM would generate any new sales.

After Boeren had left his office, MacFadden swiveled his chair, and took in the view of Singapore's financial district, contemplating the situation. Should he wait until the key components of the BPR process had been smoothly implemented, or should he respond to a potential need in the market and rush through the process of setting up a CRM? If the latter, should he focus the CRM initiative on just one customer in one region, one customer globally, or should he involve all customers that might be interested? Beyond this decision was the concern over the degree of sophistication offered by the system? The greater the sophistication, the longer the development time. The simpler the system, the less interest customers might have. Although MacFadden believed wholeheartedly that a CRM system could potentially hold the key to Quest's long-term competitive advantage, he was clearly troubled as to how he should proceed.

THE FOOD FLAVORING INDUSTRY
Consumers around the world had an almost insatiable appetite for new flavors incorporated into either new or existing products. Distinctive flavors had always given food and beverage manufacturers their competitive edge, and consumer demands for more convenient, healthful foods put enormous pressure on the flavorings industry for new and innovative products. Most flavor houses combined a wide range of artificial and natural products with a family of emulsifiers and stabilizers that provided "texture" for the food. Texture was important in creating "mouth feel" — for example, whether the final food product was creamy, sticky or smooth.

The flavorings industry consisted of two different market segments: the generic market (off-the-shelf flavors), and the custom flavoring market, which Quest focused on. Although occasionally Quest would approach its clients with a need that was identified through their marketing or R&D channels, responding to a customer's request for a particular product ingredient or flavoring generated the vast majority of its business.

In order to delineate the desired performance parameters of their new or improved product, food manufacturers issued a "brief to Quest and other ingredients suppliers. Responding to the brief generally took between three to six months, and was a non-recoverable expense. At the deadline date, each company responding to the brief presented the specific performance details of its formulation to the client. Once accepted by a customer, the formulation that was developed could not be used for any other customer (though it remained the developer's intellectual property). Clients demanded strict confidentiality.

DELIVERING INCREASED VALUE-ADDED SERVICES
Boeren explained Quest's business model:

We don't sell finished products. Quest sells food ingredients and flavors that are incorporated with other food components to become an end product. In this business you must have a core competency in the application of your products in a final food product. We cannot just give our customers large bags of white powder, and say 'here it is.' It's very important that we understand how our customers are using the ingredient. Moreover, achieving the desired performance or taste in a lab is usually very different from replicating it in a mass manufacturing environment. Flavor houses need real expertise in the scalability of their developments.

Over the past few years, global food and beverage manufacturers had leveraged their considerable purchasing clout, and had begun to ask for — and receive -— more value-added services from their suppliers. According to MacFadden:

Increasingly our customers want us to move further down the value chain and have Quest deliver to them something new. We are now becoming increasingly responsible for determining trends in consumer preferences, finding new flavors and flavor substances, discovering new ingredients that maintain the integrity of the flavor.

Within the last three or four years, customers have been saying to Quest: 'Show me that you've got a winning new flavor — show me quantitative evidence for the preference for the flavor by consumers.' They've even begun to prescribe what type of statistical market analysis they want done.

Recognizing that Quest would lose credibility if it developed flavors that scored very low on consumer taste tests or if the products were taken off the market soon after introduction, Quest was strongly committed to conducting market research for its clients. Moreover, given that consumer tastes and demands always evolved. Quest was constantly seeking new ways to stay in tune with the market and enhance or refine existing products, or meet new consumer needs. Quest's extensive marketing research department provided key market information, including data on consumption patterns, trends, industry structure, and more importantly on consumer tastes and preferences, for various regions throughout the world. This was happening at a time when Quest's customers were becoming increasingly price-sensitive (most markedly in MacFadden's region since the onset of the Asian financial crisis). Thus, Quest (and its competitors) faced considerable pressure to develop ingredients and applications that were not only low cost but that delivered high efficacy.

With a view to eliminating redundancies and creating increased economies of scale, many of Quest's largest customers were globally organizing procurement, manufacturing, operational and administrative processes, as well as developing global brands. Despite these trends, strong national and regional differences continued in the area of food flavorings and textures. Cheese flavor, for example, could have many different nuances — a spicy flavor in India and Indonesia or fish flavor in Japan. Even though large companies like International Snackfoods had  invested heavily in global brands and global purchasing systems, when it came to matters of flavors and food textures, they faced the reality that subtle — and in some cases, distinct — demand differences existed from country to country.

THE COMPETITIVE LANDSCAPE

A dozen or so globally aligned companies dominated the food ingredients and flavors industry (comprised of hundreds of smaller firms). Companies that manufactured flavors and texturising products were generally thought of as representing the highest value-added segment of the overall food ingredients industry.

Because of the role of chemical sciences and biotechnology in the flavorings industry, many industry players had strong ties to large, well-funded agricultural, chemical, and pharmaceutical companies. Quest's major competitors included Givaudan Roure (a division of the large Swiss-based pharmaceutical company Hoffman La Roche). Firmenich (also Swiss-based), New York-based International Flavors & Fragrances (IFF), and several major Japanese players including Takasako and Hasegawa. Increasingly, large chemicals and pharmaceutical companies were divesting non-core assets including their flavors and textures businesses. Some industry observers expected that these divestments would continue, followed over the next ten years by consolidation in the industry, resulting eventually in three or four huge global players.

The natural interdependence between the developers of flavors and textures and the food manufacturers themselves was expected to forge increasingly strong partnerships in the future. A noticeable trend was the blurring of boundaries between developer and manufacturer with arrangements including exclusive or preferential development and collaborative joint ventures. A prime example of this relationship was Frito-Lay's alliance with Procter and Gamble, which resulted in the development of a synthetic fat named Olestra for snack foods.

Another element altering the structure of the industry was a dramatic reduction in development times and a rapid stream of new products and ingredients, which made innovation more imperative than ever. MacFadden explained Quest's commitment with regard to innovation:

The relationship we have developed and nurtured over the years with our key customers gets us into their labs to work on solutions together. We need to constantly design creative solutions to the problems they bring to us. The key to success is coming up with revolutionary ideas. Though innovations vary around the world, many are really product line extensions — mostly ethnic line extensions in the Western consumer markets. But, in countries like Japan, there is also phenomenal innovation, including new flavors, new foods, and nutritional benefits.

In the past, researchers and marketers were essentially taking 'bad' elements out of food, like fats and sugar. Now they are working on adding back 'good' things — nutrients, fiber, and so on -—to produce what are called 'functional foods.' Producers are also pushing convenience-food solutions — products that are prepared faster, with higher nutritional value, and that are more shelf-stable. These concepts are starting to spread worldwide.

QUEST INTERNATIONAL

Quest was based in Naarden. Holland and was a major division of UK-based ICI. By 1999, ICI employed almost 60.000 people worldwide, and sold over £5.6 billion of products, resulting in a net profit (before goodwill, amortization and exceptional items) of £267 million. Quest's 4,000 employees developed and manufactured an extensive product line that included not only flavors and textures, but also fragrances for perfume manufacturers of cosmetics, toiletries, dental products and household goods. In 1999, due to rising sales and further operational efficiencies. Quest realized a profit of £92 million on sales of £676 million, more than 18 per cent more than the previous year.
Flavorings and textures were part of the Food Division, which was organized around (1) products, (2) end users, and (3) geography. Quest's Food Division developed products for several categories, including the dairy and beverage industries, bakery and confectionery products, meals, soups, sauces and dressings, snack foods, meats, human nutrition, and cell nutrition (see Exhibit 1). In total, the Food Division had six different product groups, four end users (bakery, savory, beverage, dairy), and four geographic regions. Some observers wondered whether the Division's organizational structure was overly complex in an industry that was becoming increasingly global and where the ability to generate synergies was growing rapidly.

In 1999, Quest's Food Division grew at five per cent, ahead of the market, with flavors doing particularly well. Many observers attributed the success of Quest's Food Division to its ability to leverage its global network, marketing acumen, and its use of world-class R&D and application skills. Top managers were proud of the Division's culture which encouraged regional managers, scientists and account managers to work together to seek creative answers to the challenges they faced.

Senior employees were generally empowered to seek their own solutions, and many had developed close relationships with customers by creating special formulations that were especially effective.

QUEST'S BPR PROCESS

BPR represented an attempt to better serve customers by streamlining international operations. Within the Food Division, BPR represented a fundamental rethinking and radical redesign of business processes to achieve dramatic improvements in critical measures of performance, including cost, quality, service and speed. The implementation of Quest's BPR had begun about six months earlier, after having obtained Board level support. Such high level support was critical, given the scope and strategic shift the initiative involved.

A new business model was at the heart of the BPR process, and the challenge was to find one that would truly differentiate Quest from its competitors. Paul Drechsler, chairman and CEO, Quest International, commented on the importance and direction of BPR:

Having exited Y2K and looked at our priorities over the next two years. BPR is one of eight priorities we have set. Interestingly, BPR is a key enabler of the other seven initiatives, so it is important to us. At this stage, the over-riding priority is to strengthen our customer-driven focus. I am very flexible about the design and possibilities for BPR. I don't have a predisposed view of what it should look like. However, I can say that whatever we do has to be earnings enhancing. I need to deliver BPR without a one-year financial dip.

MacFadden was excited by the emphasis on customer intimacy and Quest's openness to new business models. He saw the BPR process as "not just a case of improving what we currently have." He continued.

We have set an ambitious goal to double revenue within about five years and to strengthen our relationship with our valued customers around the globe. BPR can play a pivotal role in this process by helping us revolutionize our operations.

Our first step is to align all our processes so that everybody works the same way, using the same processes. This means standardizing operations management, administrative and customer services functions, for example — every facet of the company - - so that it is the same no matter which Quest operation you're working at. We are forecasting this will be a US$70 million to US$80 million project, which will take between two to three years to complete.

MacFadden's work on BPR put him in regular contact with various key managers from the Asia Division head office in Singapore, as well as Quest's four regional directors in Asia, one each for Australia and New Zealand, Japan and Korea. China and all other Southeast Asian nations (based in Jakarta). Dreschler commented on the selection of MacFadden for this role:

Each food executive takes charge of a key project or process around the business. MacFadden was given BPR because he really wanted to do it. He was hungry for it. In my view, we need a bias for action more than intellectual conversion.

KNOWLEDGE MANAGEMENT AT QUEST

A critical goal of BPR was a new ability to share data on best practices, competitors, and customers on a global basis. Quest relied on two methods of storing knowledge — in "employees' brains," and through the process of codifying data (either electronically, or through a written record). MacFadden explained:

The majority of our processes are documented, somewhere or other, throughout the world. Our major challenge is to get this information into the hands of the people who need it. However, the reality is that getting it organized, codified and entered into compatible databases is a hell of a job.

Critical information in the Food Division was shared across geographies through word of mouth, documented processes, and cross-functional teams. On occasion, a specialist in a particular application — cheese flavoring on crackers, for instance — would visit the development team (located anywhere in the world) to apply his or her expertise personally to the brief. However, this had obvious time, space, and money resource restraints. As a result, the quality of information exchange varied significantly in detail and effectiveness depending on the scientist who prepared it.

Once data were transferred, the application specialists (scientists) applied both generalizable and specialty knowledge for each development, often adding their own special techniques or ingredients to create the desired result. Most who were involved in sharing data across geographies and product groups acknowledged that highly creative and innovative processes were very difficult to codify.

MacFadden felt that, although very challenging, data could be effectively collected and disseminated through what he dubbed an "elaborate global knowledge management system." He described the elements of such a system:

It is almost impossible to transfer required knowledge through word of mouth alone, so we need to find some mechanism that puts the information at the fingertips of our technology people and key business decision-makers. For example, consider an applications guy. Suppose his job is to develop a new winning cookie flavor for a particular customer. The objective would be for him to be able to log onto the internal Quest systems, and ask it for 'any ideas for new cookies,' and it would offer him a range of new, innovative ideas for the latest cookie applications developed at other Quest facilities around the world.

It would also give him any information-related activities like manufacturing processes, cost structures, market research regarding the performance of the cookie in various markets, particular ingredients and specific information regarding flavors, as well as subjective and interpretive information provided by the people involved in the cookie's development. It would help him get samples onto his desk within a very short period of time — essentially it would be designed for him and by him so that it would meet every need he had to do his job well. I want to make it so easy to use and helpful to him that his life rotates around it,

MacFadden felt such a system would provide the Food Division with a huge advantage in the marketplace. He explained:

The creative process of the application specialist is always unique. We cannot capture that 'X' factor — the creative factor in even the most effective knowledge management system — no one can. However, what we hope to do is capture enough knowledge and organize it effectively so that we will not have to 'reinvent the wheel' for every brief.

QUEST'S CRM SYSTEM

An integral part of developing a sustainable competitive advantage was the design and implementation not only of an internal knowledge management system, but of an external system. This was the essence of CRM — allowing customers to tap into Quest's vast global knowledge banks. MacFadden commented on the global aspect of CRM:

Traditionally, the food business has been extremely local and it still is today. What people eat is very much determined by culture. Despite this reality, over the past decade or so, some food companies have become more global. While we deal with a customer base that is increasingly global, we still have to be very sensitive to local customers and country-specific tastes. As a result, we need a strong local face for certain customers. Being strong locally isn't just limited to whom we use as sales people, but also includes a strong ability to develop flavors and textures for their particular, idiosyncratic needs. This is why a CRM system is so important to us — it will allow us to bring the global knowledge of Quest to local customers.

MacFadden was emphatic that the CRM system he envisioned would go far beyond anything currently at use within Quest.3 His objective was to design a system that offered customers value-added services that were so rewarding that they would strengthen Quest's position as a preferred supplier. His plan called for the development of a graphical user interface (GUI) through which Quest would share key data with customers. Over time, it was hoped that the GUI could be expanded to allow Quest to also collect data from customers on their processes and product development initiatives. MacFadden believed that these customer databases would eventually allow Quest to facilitate global cooperation between customers; for example, a fully operational CRM could permit Quest to broker a relationship between food manufacturers in Korea and Singapore.

MacFadden explained the rationale behind the development of Quest's CRM:

Besides getting the infrastructure right (i.e., BPR) I asked myself, 'What else would really differentiate us at the end of the day?' I had this idea that we would have a huge advantage if we had something sitting on customers' desks that was proprietary, and customized.

In addition to strengthening relationships, there were other cost and efficiency advantages promised by CRM. Angel Diaz de Leon, vice-president Business Transformation Processes, commented on one of the drivers of CRM:

Over the past few years, we have become more and more concerned that our salespeople were spending too much time on non-productive, clerical activities. An internal review we conducted in the U.S. confirmed that too often our salespeople have been spending too much time on non-valuable activities that are conducted away from customers. CRM promises to make our salespeople much more efficient and effective.

The proposed customer interface had a modular design that would allow scalability of end use applications and customer projects within three major product categories — bakery/confectionery, dairy/beverage, and noodles. The CRM system would interface predominantly with the R&D, marketing, and purchasing departments of Quest's customers. Quest would own the equipment and hardware that facilitated the operation of the system, as well as the proprietary software necessary to run it. Some examples of the kinds of resources that would be available to customers included:

•     Online project discussion groups

•     Industry news and updates

•     Scientific databases

•     Sample and product ordering

•     Online information gathering (i.e., order status and stock availability)

MAJOR STEPS IN ROLLING OUT CRM

It was widely understood that because customer demands were always evolving, CRJVI would be a continuous work in progress. In February 2000, Boeren envisioned three stages of CRM rollout:

The first phase would be a one-way Internet site that offered generic information on Quest and our products. This is what we offer now — a Web site, with limited and highly generalized product information, outlining the major categories of businesses Quest pursues globally. Within this first phase we can go further than we currently have by allowing specific customers the option of entering a private area with some proprietary information. However, it would not be interactive.

The second phase of CRM would involve interaction. The customers would request information specific to their requirements. However, the majority of customer requests would still be facilitated through human interaction.
The third phase would be full integration. By that I mean that an action by one of our customers would directly result in workflow on our part — eventually, eliminating the human interface.

The specific technological components of Quest's CRM were Boeren's area of responsibility. Boeren outlined four major technological requirements to successfully reach phase three integration. The first requirement was to analyze the compatibility of critical customer data fields. Boeren described this challenge: "What, for instance, Nabisco wants in terms of fields of data in a CRM database may not be identical to what Coca-Cola might want." The second requirement was the gathering and codification of relevant data — on a global basis—from Quest's customers and to a lesser degree from Quest itself. The third and final requirements included testing (creating an internal interface, adding filters, beta-testing), and finally, full roll out to customers.

TIMING AND LOCATION ISSUES

!t was believed by most managers associated with BPR that a highly sophisticated CRM system would help create Quest's sustainable competitive advantage. However, where there appeared to be less consensus was over the timing and appropriate speed of the rollout. Senior Quest managers had recently approached MacFadden asking why the process seemed to be moving so slowly, to which he responded:

We are actually not moving slowly on this; when you consider what needs to be done, it's an immense initiative. Each of the steps of the CRM system is critically inter-dependent and of immense scope.

Take, for example, the responsibility of universally coding internal data, never mind customer specific data. We have to find a very simple way of handling a very complicated process, and we have not yet done this. Even if it offers incredible benefits, our customers will not use our GUI if it is not easy to understand or if they get lost in it.

Others were concerned about CRM being championed out of the Singapore office, as the region was not yet a leader in Internet-based commerce or Web-based alliances. One expatriate manager at Quest with seven years' experience in the region explained:

E-commerce will be slower in Asia than elsewhere. Our people in Asia who interface with customers don't see many benefits right now. If e-commerce is ever going to work, it's going to have to first be introduced in the U.S. or Europe. These regions should take the lead instead of Asia. Part of the problem is that right now in Asia the cost of trying to get synergies far outweighs the benefits. E-commerce is ultimately based on maximizing efficiencies, which is a big incentive in mature markets but not as big an issue in Asia.
There are still lots of growth opportunities in Asia with the recent up-turn in national economies. We are all very busy and I don't believe it is in our best interest right now to be distracted by e-commerce. This is particularly problematic given weakness in management bench strength in Asia. Less than 10 per cent of our customers in Asia are the kinds of multinational companies that would most benefit from CRM. Just because we are a global company doesn't mean we don't have lots of local customers.

Other managers were deeply worried about the lack of resources in Quest Asia to complete the task. Betty Tse, regional human resources director, Asia Pacific, for Quest had the following observation:

In Asia Pacific, within Quest, keeping up with e-commerce and IT requires constant effort. The good news is that in many markets, customer demand for Extranets may not be there. This is a concern because it takes some of the pressure off our people.

UNDER PRESSURE
The challenges of providing CRM leadership were not lost on MacFadden. Prior to Boeren's meeting with International Snackfoods, MacFadden felt that Quest had "between half a year and two years" to implement a CRM system; now he was no longer certain. During their February 28 meeting. Boeren reviewed with MacFadden the details of his recent meeting with Larry Wong at International Snackfoods.

Wong said that International Snaekfoods had recently moved to a regional structure. This means that purchasing was being centralized for the region here in Singapore. Furthermore, I learned that while International Snackfoods had a relatively small sales base in Asia, it was growing at between 40 and 60 per cent per year, which is far faster than many local customers.

Moreover, I learned that International Snackfoods wants to continue to differentiate between Asian tastes and those from the U.S. and Europe. One example is that Americans continue to prefer flavors that are dairy-based; however, cheese flavors don't do well in Asia. Asians seem to like meat or fish-based flavors. Tastes also vary significantly within Asia. Wong pointed out that while International Snackfoods' BBQ-flavored chips had the same smoky taste in Australia as in the U.S., they had a spicier flavor in Thailand and India. In China, he asserted that end-users prefer a more "meaty" flavor in potato chips. And within a big country like China, he pointed out that tastes vary from region to region. For example, in Northern China consumers seem to want a less salty flavoring than they do in the South.

It was Boeren's impression that International Snackfoods was pushing its suppliers not only to accommodate these local differences in taste, but also to mirror its push toward globalization. To support this view, Boeren again quoted Wong from their earlier meeting:

It doesn't make sense for International Snackfoods to have global tastes — we cannot import the flavorings — they have to be produced locally. To be cost competitive and to lower lead times and reduce supply volatility, we must localize as much as possible. Therefore, we might as well make products locally flavored. However, it does make sense to globalize our quality standards — chip thickness, freshness guarantees, and the like. Importantly, we also globalize our top brands. Quest's structure must mirror our organization and be globally sophisticated, with local capabilities.

For Quest to be successful, you must be transparent with us. If you want a long-term partnership, both sides must share information. This way we both win. We need trust and transparency. Our businesses are more volatile over here. Our forecasts are often less predictable than in the U.S. or Europe. We need each other's help.

Right now we are in the process of setting up an Extranet with one of your competitors from Germany. The Extranet will allow us to track inventory, order status, and payments. This German supplier is linking up its Hanover facility with our R&D people here in the region.

Other suppliers are also e-mailing us every month to tell us what they are doing around the world for International Snackfoods. They also keep us up-to-date on other generic developments. We don't see this kind of coordinated support from Quest.

MOVING FORWARD

MacFadden wondered how much time he had to respond to International Snackfoods. On the one hand, no one at Quest was comfortable being out-done by a competitor. Furthermore, the world was turning decidedly in favor of CRM linkages. On the other hand. International Snackfoods and other key clients were undergoing their own re-engineering efforts and were not yet strongly demanding CRM. Furthermore, its country-centred approach to product development suggested that linkages to Quest's regional and global technology might be less important to International Snackfoods than having access to strong in-country development teams at Quest. Some argued that it would be smarter for Quest to delay CRM and spend its efforts on building its technology skills in major countries like China, Korea, and Japan.
 Despite having a relatively high degree of autonomy in Asia, MacFadden fully realized that any decisions he made would have global consequences — either positively or negatively. His colleague, Antel Dias de Leon, explained:

Whatever Declan does with International Snackfoods in Singapore will impact what we do in the rest of the world with this customer. We have to assume that International Snackfoods shares information internally. If we open the door to them in Asia, we open the door worldwide. There are consequences beyond Asia in any decision that is made.

Although essentially every customer wanted maximum supplier transparency, responsiveness and information flow, MacFadden was not sure whether this would translate into a willingness to work with Quest in designing and implementing an Extranet. Partly because of this concern, MacFadden wondered whether Quest should focus its first CRM partnership on a global customer in Asia or on an up-and-coming second-tier food company.

Instead of focusing on a large, global account like International Snackfoods, some argued that Quest might be better served by partnering with a more nimble, technology-oriented food company. Evidence from other industries suggested that the greatest benefits came from partnering with tomorrow's industry leaders. However, if MacFadden decided to move in this direction, it was unlikely that Quest would easily Find such a partner in Asia. MacFadden commented on the challenge:

This is Asia and many of Quest's customers do not even have broadband Internet access to facilitate many of the more sophisticated electronic applications we have been discussing. Some of our larger customers in Asia are still using DOS. This is not to say that over the next couple of years they won't upgrade, but currently, their systems are not necessarily state-of-the-art.

Partner selection and roll-out strategy were closely linked. Under one scenario, Quest would implement an internal knowledge management system first, proceed with BPR, and then extend that model externally to its customers. This situation would certainly delay CRM for several years. It would also ensure that the internal systems worked before closely linking with a partner. A delay would also provide time for Asian customers to catch up on technology and help MacFadden better clarify partner selection criteria. MacFadden clearly had some leeway on this matter. Paul Dreschler put the decision in context:

You have to look at your total business agenda and choose your priorities, make decisions, and allocate resources. There has been a lot of fantastic stuff done, but my question is, does it make money and will it make money? MacFadden's colleagues all have very different views about what CRM means. Declan has defined it one way but there are different ways of looking at it.

On the downside, MacFadden was deeply aware that in the Internet-era, everything changed overnight. Waiting until everything was internally aligned and everyone was in agreement was highly risky.

Under a second scenario, MacFadden could jump into CRM with a customer who would agree to act as a learning partner. Under this option, Quest would develop a model CRM system based on one strategic partner's needs, and then roll it out to other customers when demanded (but after BPR had progressed more completely). Under this scenario, MacFadden wondered how closely Quest's systems should be aligned with those of its learning partner. Would a more generic system be appropriate at this stage until die optimum level of technological sophistication became clearer? If Quest did develop a more generic CRM model, MacFadden wondered whether it would meet his goal of gaining a sustainable competitive advantage.

McFadden summarized the reality of the context in which these decisions had to be made:
These issues are a few of the many priorities I have. On a daily basis, Asia is a region that we need to hold together. I'm not sure if this is the most exciting opportunity Quest faces, or our most terrifying challenge.

                                                            Exhibit 1

FLAVORS AND FOOD INGREDIENTS: QUEST'S INTEGRATED APPROACH
 Dairy Industry
Quest offered a comprehensive range of ingredients and flavors to improve the taste, texture, appearance, shelf-life and overall quality of dairy products, from ice-cream and frozen desserts to cheese and yogurt.

•     Starter cultures

•     Stabilizers and shelf-life extenders

•     Whipping proteins

•    Emulsifiers

•    Natural and artificial flavors

Beverages
Quest flavors and ingredients enhanced beverages from soft drinks, teas and herbals to distilled spirits, beers, wines and cordials.

•    Natural flavors

•     Stabilizers

•     Artificial flavors

•     Vanilla extract

•     Enzymes

Bakery and Confectionery Products
Quest technology improved the market appeal of bakery and confectionery products, from breads, cakes and crackers to candy and chewing gum.

•    Heat-stable, natural and fat flavors

•    Vanilla extract

•    Fat replacement systems

•    Shelf-life extenders
•     Enzymes

•    Cultures

•    Emulsifiers

•    Proteins

Exhibit 1 (continued) Meals, Soups, Sauces and Dressings

Quest ingredients and flavors gave sauces, gravies, prepared meals, dressings, soups and related products characteristics consumers preferred:

•    Natural flavors

•     Replacement ingredients

•    Meat flavors

•    Tenderizers

•    Emulsifiers

•     Dried vegetables

•    MSG replaces
•    Yeast extracts

•     Stabilizers

•    Cultures

Snack Foods

Specialty snack foods benefited from Quest's distinctive flavors, spices and ingredient blends.

•    Cheese flavors

•    Cheese "plus" flavors

•    Beef flavors

•     Chicken flavors

•    Seafood flavors

•     Specialty blends

Meat Industry

Quest ingredients helped create the quality difference in meat products, from fermented items like pepperoni, 1o hams and meat spreads.

•    Cultures

•     Shelf extenders

•    Enzyme tenderizers

•    Flavors

-    Autolysed yeast

-    Hydrolysed vegetable proteins

-    Low fat flavors

-    Replacement flavors

Human Nutrition

Quest supplied specialized ingredients to supplement the nutritional value of products including functional foods/drinks, supplements, infant formula, enriched sports drinks and clinical foods. 

•    Lactose

Proteins, hydrolysates (Peptones) and yeast extracts, for use in culturing micro-organisms, and laboratory and industrial fermentations (which provided essential peptides, amino acids, vitamins and minerals, as well as a complex mixture of yeast cell-wall derived carbohydrates).
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