The Global Odyssey: Asia-Pacific Consumer
Product Companies’ Quest for International
Expansion

As growth in domestic markets slows, Asian companies must expand internationally to keep
thriving. Here are several approaches to success.
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At a Glance

P Achieving success in international markets is crucial for any company striving to establish itself
as a global leader. For Asia-Pacific CPGs, international growth is more critical than ever due to
maturing domestic markets. Fortunately, the growing popularity of Asian culture enhances their
chances of success.

P We observe three global expansion pathways for Asia-Pacific-headquartered FMCGs: into neigh-
boring Asia-Pacific countries, into Europe and North America, and into future emerging markets.
Over the past decade, European and North American markets have gained more significance.

P Our analysis of successful Asia-Pacific FMCG players reveals three strategic approaches for
international expansion: expanding the existing core business abroad, establishing a new core
business, and, for those without a strong core, launching with an international focus. For those
expanding their core business, there are four strategic variations: from ethnic group to general
audience, from niche vertical to broad spectrum, a market development play, and head-to-head
competition.

P Despite common pitfalls observed in international expansion, some Asia-Pacific FMCGs success-
fully learned from these early missteps, mitigated these challenges, and achieved outstanding
results.

Introduction

Achieving success in international marKkets is crucial for any company striving to establish itself as
a global leader. Nestlé, the world’s largest fast-moving consumer goods (FMCG) company, started
international expansion within 15 years of its founding and now derives 99% of its total revenue
from foreign markets.

More recently, with declining birth rates and aging populations headlining East Asian demographic
trends, it’s become more critical than ever for the region’s FMCG companies to drive growth interna-
tionally, particularly as many Asian countries’ GDP growth begins to slow.

Fortunately, the global popularity of Asian culture has reached new highs. Movements such as
Japanese anime, Chinese mobile games, and Indian cuisine, along with the soaring popularity of
K-pop and drama, have boosted the influence of Asian brands in foreign markets.

However, successfully breaking into a foreign market is much easier said than done. CEOs of Asia-
Pacific-headquartered FMCG companies are wrestling with numerous strategic questions, including;:

»  Which markets should we enter first?
«  Which consumer segments should we target?
« Should we act as a category disruptor, or should we “play by the rules” of the foreign market?

« Should we drive growth organically, or inorganically through M&A?
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Bain & Company provides valuable insights to help CEOs tackle these challenging questions, drawing
from extensive experience working with leading Asia-Pacific-headquartered FMCGs on international
expansion, and complemented by data-driven analysis covering the top 150 public Asia-Pacific-
headquartered consumer goods companies.

The facts: Internationalization among Asia-Pacific-headquartered
consumer product companies

The Asia-Pacific region is home to numerous globally recognized consumer brands, especially in the
consumer electronics and appliances sectors. To foster a data-driven discussion to understand the
nuances of internationalization across various industries, we conducted an analysis of approximately
150 public Asia-Pacific-headquartered companies across four consumer-facing market sectors:
FMCG, consumer electronics/appliances, apparel/footwear/jewelry, and consumer health.

Our extensive study reveals that among Asia-Pacific-headquartered consumer product companies,
only within the consumer electronics and appliances sector is there a significant degree of interna-
tionalization. All 45 top public Asia-Pacific-headquartered consumer electronics and appliances
companies have established international businesses, and 26 companies, or 58%, earn more than
half of their revenue from foreign markets. This percentage far exceeds that of the FMCG, consumer
health, or apparel sectors, where companies are only at the start of their internationalization jour-
neys (see Figure 1).

Figure 1: Consumer electronics/appliances is the only sector that has significantly internationalized
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The Asia-Pacific-headquartered consumer electronics and appliances companies excel internationally
for several reasons, including relatively similar consumer preferences across markets, supportive
government policies, and less intense competition due to high manufacturing costs and barriers to
entry. Therefore, although their successes are impressive, they may not serve as the best examples
for companies in other industries.

In terms of country of origin, Japanese companies lead in internationalization across the four
market sectors, followed by South Korean players (see Figure 2). Within FMCG, all studied Japanese
companies earned at least 10% of their revenue internationally, with 5 out of 16 companies making
50% or more from abroad. Similarly, nearly all South Korean companies in the study earned at least
10% of their revenue from international markets. Companies from other countries and regions, such
as China, India, and Southeast Asia, are less internationalized by comparison. The differences are
due to several factors including domestic market maturity, cultural influence on the global stage,
expansion timing, government support, and diplomatic relationships.

Figure 2: Japanese and Korean players are leading in terms of internationalization

Top Asia-Pacific-headquartered consumer product companies by international revenue contribution by
companies’ origins (FY 2022/23)'
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FMCG deep dive

Taking a closer look at the FMCG sector, the vast majority of the FMCG companies we studied—44
out of 50—have expanded internationally. For the top 50 FMCGs, international revenue compound
annual growth rate (CAGR) reached 11% over the last 10 years, surpassing domestic revenue CAGR of
7%. This has been largely driven by the international success of Japanese companies.

When it comes to their international expansion journeys, these companies have followed three
pathways. The first is expansion into neighboring Asia-Pacific countries; the second is entry into
Europe and North America; and the third targets future emerging markets in the Middle East, Latin
America, and Africa.

Our study shows that international expansion within the Asia-Pacific region is often the first step
for those companies, but European and North American markets have gained importance over the
past decade (see Figure 3). Our study” showed 65% of the top Asia-Pacific-headquartered FMCG
companies chose other Asia-Pacific countries as their initial expansion targets, and sales from this
region accounted for more than 50% of their international revenue over the past decade. Mean-
while, Europe and North America’s share has grown significantly, from 32% a decade ago to 40%
now. Despite absolute revenue growth in future emerging markets, these markets’ relative revenue
contribution has decreased, from 12% to 7%.

Figure 3: There are three global expansion pathways; European and North American markets have
gained more significance over the past decade
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“Based on 38 Asia-Pacific-headquartered FMCG companies that had relevant data available for our deep-dive analysis.
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Making the strategic decision to internationalize

Through extensive analysis of successful Asia-Pacific-headquartered FMCG players in international
markets, we have identified three distinct strategic approaches (see Figure 4), including expanding

the existing core business abroad (“Build from Core”), establishing a new core business (“Build New
Core”), and, for those without a strong core, launching with an international focus (“Born for Inter-

national Markets”).

The first approach is “Build from Core,” which means these companies leverage the strong core
established in their home market to expand internationally. This strategy has four variations,
depending on the maturity of the targeted market and the company’s ability to win.

The first variation is “From Ethnic Group to General Audience.” Upon entry, a company primarily
markets to the ethnic population. Once reaching scale, the company shifts its focus to mainstream
consumers through new brands, products, and marketing campaigns.

Figure 4: We have identified three winning strategic approaches, including four variants under the
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An example of this approach is CJ CheillJedang’s food business expansion into the US. In the early
2000s, CJ CheilJedang marketed its products to the Asian population on the West Coast, leveraging
its established brand awareness and products in the home market. In 2010, the company launched its
Bibigo brand with tailored products to attract “culturally curious” mainstream American consumers.
Over the last five years, CJ Cheilledang accelerated its mainstream market penetration via its acqui-
sition of Schwan'’s, a leading frozen pizza brand, in 2019. This allowed the company to capitalize on
synergies to get Bibigo into mainstream consumer channels. These efforts boosted the revenue of
CJ CheilJedang’s US food business to over $3 billion in 2022.

The second variation is “From Niche Vertical to Broad Spectrum.” Under this approach, the
company initially focuses its international product offerings on a growing niche vertical segment or
price tier within the general consumer market, then later expands into other market segments.

Asahi Group Holdings’ expansion into Europe illustrates this approach. When it entered the UK market
in 1996, the company targeted “cognoscenti” consumers with its premium lager, Asahi Super Dry.
Facing organic growth limitations, Asahi diversified into other beer categories and price tiers
through strategic acquisitions post-2016 while continuing to promote Asahi Super Dry. Consequently,
the volume of Asahi Super Dry in Europe grew by approximately 20% between 2018 and 2023.

The third variation is “Market Development Play.” Here, a company enters markets that remain
untapped when it comes to its core product categories. The company develops the market through
consumer education and becomes the market leader. It then expands geographically or grows its
brand portfolio in later stages.

Indofood’s expansion into Africa exemplifies this strategy. Since 1988, the company has partnered
with a local expert to develop Nigeria’s instant noodle market, and it later accelerated growth with
vertical integration and expanded across Africa. Targeted marketing educated Nigerian consumers
on the value of instant noodles, while local distribution investments ensured widespread availability.
This approach made Indomie the leading brand in Nigeria, with over 60% market share.

The fourth variation is “Head-to-Head Competition,” where a company enters an established
market and competes directly with leading players to gain market share. After securing the leadership
position in its core category, the company expands geographically or diversifies its portfolio for
further growth.

Companies that have succeeded through this approach are prepared to invest in staying ahead of
their competitors in terms of brand memorability, brand proposition, and availability.
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The second strategic category is “Build New Core.” This strategy is popular among companies
that find their core offerings less relevant or competitive in the target market. Instead of building
from an established core, they invest in new brands or products catering to general consumers.
Once successful, they may introduce core brands from their home country or further expand their
product portfolios.

Shiseido’s European market entry is an example. The company expanded into Italy but struggled
initially due to limited brand awareness, lack of product localization, and limited expertise in fragrance,
which is small in Japan but far more significant in western markets. Then Shiseido successfully estab-
lished a new core in fragrance in France in the 1980s through several localization efforts, including
setting up local production and research and development (R&D) operations and hiring a local
management team with deep industry connections. This led to the successful launch of several
market-hit brands. Shiseido acquired several European and American beauty brands post 2000.
Today, Shiseido generates over $1 billion in revenue in Europe, which also serves as the company’s
Center of Excellence for fragrance.

The third strategic category is “Born for International Markets.” We often see this approach taken
by young companies that have not yet established a strong core in their home markets but aspire to
grow internationally. To achieve this goal, they create brands or products that address emerging
unmet needs of general consumers in target markets, leveraging their strengths such as original
equipment/design manufacturing (OEM/ODM) or digital capabilities in their home countries. How-
ever, unlike the e-commerce and consumer appliance sectors, we have not observed scaled FMCG
players under this approach comparable to Shein or Anker.

Although the “Build New Core” approach is viable in all three geographic expansion pathways, the
other approaches don’t work for every pathway. For example, “From Niche Vertical to Broad Spec-
trum” is less applicable for a company expanding into future emerging markets, and it’s very diffi-
cult for an Asian company to enter a European market and “Compete Head-to-Head” with native
market leaders.

Whatever the approach, mergers and acquisitions (M&A) is a powerful means for companies to
expand internationally. Under “Build from Core,” most companies entered international markets
via an organic model and relied more on M&A to expand in later stages. Under “Build New Core,”
they tended to launch their growth through an inorganic model, including M&A or partnerships,
and later built on that success with organic growth. Finally, most of the companies that are “Born
for International Markets” typically leveraged an organic growth model in the beginning, while the
companies are still relatively young and may rely on M&A at a later stage. (For more information on
successful cross-border M&A, read “Overseas Ambition: Asia-Pacific Consumer Products Companies
Use M&A to Accelerate Growth.”)
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Common pitfalls and how to avoid them

Expanding into international markets is a bold move under any strategy. Our study showed that
companies that underestimated the risks and variables in international expansion often fell victim
to several common pitfalls. However, some Asia-Pacific FMCGs have successfully managed these
challenges.

Pitfalls 1 and 2: Misguided ambition in international markets

Pitfall No.l—Setting vague ambitions and taking an overly conservative approach. A
vague goal for entering international markets can lead to unfocused strategies, inadequate
investments, and missed opportunities for growth.

Pitfall No.2—Setting unachievable short-term financial targets and being impatient. In
some cases, reaching international expansion goals could take more than a decade. For instance,
Indofood and its joint venture partner spent 5-10 years cultivating the Nigerian instant noodle
market before it began to take off. Their long-term vision has generated substantial

returns for both companies.

Pitfalls 3 and 4: Insufficient localization in organic operations

Pitfall No.3—Expecting foreign consumers to be swayed by the original brand strategy
with limited localization. Localizing the product mix and brand value proposition is essential
for FMCG companies targeting mainstream consumers in foreign markets. For example, in the
1980s, Shiseido revamped its brand with a prestigious image, introduced portfolio exclusives for
the international market, and launched new fragrance brands based on deep consumer insights.
These initiatives helped Shiseido become more appealing to mainstream European consumers.

Pitfall No.4—Reluctance to recruit local talent and make market-specific adjustments to
company culture. Companies with limited experience in multicultural management often
struggle to capture authentic market insights, build local connections, and understand the local
way of doing business in foreign markets.

Pitfalls 5, 6, and 7: Missteps in M&A and partnerships

Pitfall No.5—Absence of a clear acquisition thesis to serve as the foundation. An acquisition
thesis should clearly articulate how the deal enhances the company’s value and fits into the
overall strategy. For example, Asahi Group Holdings has successfully executed M&A in Europe
by focusing on acquiring strong global brands with established sales channels and avoiding
non-branded manufacturers.

Pitfall No.6—Tendencies to overestimate synergy potential and overpay in acquisitions.
The synergy plan should be realistic, actionable, and developed as part of the initial planning
rather than after the deal. For example, CJ CheilJedang’s acquisition of Schwan’s presented
clear synergy potential by leveraging Schwan’s strengths to further integrate Bibigo into main-
stream channels.

10
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« Pitfall No.7—Lacking the right level of integration—either too little, too slow, or too much,
too soon. Insufficient integration hinders synergy realization and increases management com-
plexity. Excessive integration can erode the acquired company’s culture and drive away key talent,
resulting in inefficiencies. It is critical to thoughtfully design the integrated operating model to
preserve local market characteristics.

Pitfall 8: Being unprepared for systematic risks

« Pitfall No.8—Neglecting geopolitical risks and potential policy changes and failing to
incorporate flexibility and optionality into strategic planning. Geopolitical instabilities can
cause significant financial losses and should be actively managed. For example, while Shiseido
expanded into Italy and Germany with 100% subsidiaries, the company entered the French mar-
ket through a 50/50 joint venture in the 1980s to reduce potential financial losses stemming
from concerns about Japanese trade domination at the time.

Conclusion

As the old proverb says, “The best time to plant a tree was 20 years ago. The second-best time is now.”
For Asia-Pacific-headquartered companies, the time to “plant the tree” of international expansion is
now. To do so effectively, they must address these four “seed questions”:

« Why doIneed to expand internationally, and what is my level of ambition?
* Where are the prioritized markets I should target?

 Which market-entry strategy I should choose, considering the target market’s characteristics,
my core product’s value proposition, and the right to win upon entry?

 How canIachieve full potential in my international markets?

Just as a tree takes time to grow before it bears fruit, so does the journey of international expansion.
The success of Nestlé and other global leading FMCG companies shows the rewards that can be
earned from effort and patience invested in expanding overseas. For Asia-Pacific-headquartered
FMCGs, the seeds of international growth planted today can, in time, yield the same fruitful results.

n
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Methodology

Our analysis examined the top Asia-Pacific-headquartered public companies in the FMCG, consumer
electronics and appliances, apparel, and consumer health sectors, based on revenue earned in calendar
year 2022, the most recent year for which data was universally available. To that list, we added 10 more
public companies in the FMCG sector and five more public companies in the consumer electronics and
appliances sector that are headquartered in underrepresented markets.

FMCG companies included branded food, beverage, dairy, and personal care companies; excluded
companies primarily engaged in agriculture processing. Consumer health companies included
companies with significant revenue within over-the-counter (OTC) drugs, traditional medicine, and
vitamins and dietary supplements (VDS) categories. Consumer electronics and appliances compa-
nies included household appliances, consumer electronics, technology hardware, storage, and
peripherals companies.

For the FMCG sector deep dive, our analysis of international revenue growth started with FY 2012/13
data (whichever was the earliest year data was available for each company) and ended with

FY 2022/23 data (whichever was the latest year data was available). The revenue CAGR for each path-
way is calculated by weighting the CAGR of each company according to their respective FY 2022/23
revenue. Although 44 FMCG companies had expanded internationally, we based our expansion path-
way analysis on the 38 companies with relevant data available. We converted all revenues to USD
using a fixed exchange rate as of 31/12/2022.
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Bold ideas. Bold teams. Extraordinary results.

Bain & Company is a global consultancy that helps the world’s most
ambitious change makers define the future.

Across 65 offices in 40 countries, we work alongside our clients as one team with a shared ambition to
achieve extraordinary results, outperform the competition, and redefine industries. We complement
our tailored, integrated expertise with a vibrant ecosystem of digital innovators to deliver better, faster,
and more enduring outcomes. Our 10-year commitment to invest more than $1 billion in pro bono
services brings our talent, expertise, and insight to organizations tackling today’s urgent challenges
in education, racial equity, social justice, economic development, and the environment. We earned a
platinum rating from EcoVadis, the leading platform for environmental, social, and ethical perfor-
mance ratings for global supply chains, putting us in the top 1% of all companies. Since our founding
in 1973, we have measured our success by the success of our clients, and we proudly maintain the
highest level of client advocacy in the industry.
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