Winning in Food in
Emerging Markets:
One Size Does Not Fit All
Even mature, seemingly homogeneous developed
markets require a tailored offer and a fine-tuned
business model. So imagine the complexity of addressing
internally diverse, high-growth emerging markets.
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The world may be growing increasingly interconnected, but diversity is still the norm. In many
ways, globalization is making us more aware than ever of the patchwork of cultures that
populate the planet. Today we see people from very different backgrounds not on television
documentaries, but at our business meetings, at our social gatherings, and at our schools.
Globalization is bringing us closer together, but even as it does so, we continue to retain, and
even celebrate, many of the traditions and customs that make us unique.
If this is true in cosmopolitan urban environments in countries that enjoy a centuries-long
history as modern nation-states, just think how much starker the contrasts must be across much
of Asia and Africa, where the state is a relatively recent phenomenon and borders embrace
a multitude of ethnic groups.
The question, then, is how do global food companies successfully tackle such a broad spectrum
of diverse opportunities?

Emerging Markets Finally Emerge
Global food companies—from seed companies to quick service restaurant (QSR) operators, from
agrochemical enterprises to branded food manufacturers, from cold-chain logistics operators to
additives producers—have built business empires in the developed world. For the largest among
them, developed markets typically account for as much as two-thirds of their business turnover.
But as growth slows across much of Europe and North America, not surprisingly, attention has
turned to emerging markets.
The opportunity is huge. Emerging markets are relatively underfed. Non-member countries of
the Organisation for Economic Co-operation and Development (OECD) are home to more than
80 percent of the world’s population, yet they account for less than 60 percent of global food
consumption.1 Furthermore, Food and Agriculture Organization (FAO) figures show that their
per-capita consumption of macronutrients (that is, energy, protein, and fats) is just 50 to 70
percent of that in developed countries.
So far, no surprise. But not only are emerging markets underfed, they will also add nearly
3 billion people—more than 40 percent of today’s global population—to the middle class by
2050. Consider the pace of change: In China alone, just 3 million households had disposable
income of $10,000 or more in 2000; in 2012 the figure was 60 million households, and fully
230 million are expected to exceed that threshold by 2020.2 That’s a lot of people who will be
entering the consumer economy and spending more money on food.3
And indeed, emerging nations are poised for rapid economic growth. The Economist Intelligence
Unit forecasts that real gross domestic product will rise annually by more than 5.7 percent in
non-OECD countries through 2017, versus less than 1.9 percent in the OECD. One of the reasons
for this growth is that emerging nations are resource rich: Together, India, China, and Africa
account for roughly 40 percent of the world’s total arable land, 45 percent of irrigation-equipped
land, and 30 percent of inland waters. China and India alone produce as much as 50 percent of
the world’s rice, wheat, and potato crop.4 Moreover, a large labor force and plentiful farmland hold
out the promise of cheap feedstock, of particular interest to investors in the food industry.
Sources: Organization for Economic Cooperation and Development (OECD), Food and Agriculture Organization of the United Nations
		 (FAO); A.T. Kearney analysis
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A Mosaic of Opportunities
We know that replicating business models, products, management systems, and processes
used in developed economies does not work in emerging countries. When it’s tried, the
outcome tends to be missed targets, disappointing results, and damaged brand equity;
somewhere down the line, headquarters often decides it is best to cut its losses and pull the
plug. But we also know that, despite superficial similarities, differences among emergingmarket countries can likewise be quite significant. Simply put, one size doesn’t fit all.
Our client experience, coupled with our examination of many of the best-known cases of
profitable internationalization among food manufacturers and QSR operators, has led us
to develop a six-point framework to assess different food markets and their specific needs
(see figure 1).
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Health and nutrition requirements: Know what consumers need
A market’s nutrition needs define where the center of gravity for food demand lies.
In developed markets, where basic needs are already satisfied, advanced functional foods
address the pathologies typical of prosperity. For example, Danone’s Activia probiotic yogurt
and Unilever’s Becel pro.activ table spread (containing plant sterols) target people who seek
to improve their digestive and immune health or reduce their risk of coronary heart disease.
Unfortunately, despite significant progress toward meeting the United Nations’ Millennium
Development Goals, extreme nutritional deficiencies continue to plague much of the populace
in developing countries, and potentially vulnerable segments—for example, infants, children,
the sick, and the elderly—are of particular concern. So while there are opportunities to sell
premium functional foods to the wealthier classes, mass market needs gravitate toward
affordable, filling, nutrient-dense foods.
In Nigeria, for example, Nestlé fortifies its Golden Morn instant breakfast cereal with vitamin A
and iron to address recognized deficiencies of these micronutrients, particularly among children
and pregnant women. In India, Tata Chemicals scored a resounding success when it introduced
iodized salt to the goiter-plagued general population. Today, Tata has practically cornered the
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market on branded salt; every month, 40 million Indian households consume Tata Salt, and the
product boasts a 65 percent market share. Kraft Foods added calcium to its Ritz Crackers in
China to support the government’s campaign to increase calcium consumption. And PepsiCo
launched Quaker Oats in India in 2006 to address concerns about lowering cholesterol intake,
while also providing a natural source of carbohydrates, protein, and fiber.
The focus then is to understand the specific nutritional and health requirements of each market,
and develop or modify products to address those needs.
Consumer tastes and preferences: Cater to what shoppers like
In most emerging markets, people spend more on food suited to the local palate than they do
on so-called “global” cuisine. Nestlé’s most popular kind of Maggi-brand noodles in India is its
masala variety, whose sales far outstrip those of any other flavor. Even global fast-food chains
adapt their offerings to local taste. McDonald’s indigenously developed a vegetarian McAloo
Tikki burger that accounts for approximately one-quarter of sales in India. And KFC’s menu in
China includes popular local dishes such as congee (rice porridge) and Beijing chicken roll.
Moreover, tastes in emerging markets often span a broad range of culinary traditions and
customs. Religious affiliation, yawning economic disparities, different geographic availability of
ingredients, and significant rural-urban divides are just a few of the reasons for this variation,
which is especially pronounced in large, multiethnic countries such as India and China. In fact,
several food products are sold with slightly different formulations in the various regions, all
while maintaining the same branding and packaging.
The key for global food companies is to focus on understanding the local palate and food
preferences, adapting the global offering or developing new products to win over consumers.
Price levels: Volume trumps margin
The same item can sell for as much as 60 percent less in a developing country as in a developed
market (see figure 2). Yet despite the price differential, there’s still plenty of money to be made in

Figure 2
The cost of basic food products can be significantly lower in developing countries
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Source: A.T. Kearney research
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emerging markets. The volume is there, but it is not a low-hanging fruit. Rather, it lies at the
middle and bottom of the price pyramid, where indigenous players can be fiercely competitive.
Competing with the locals requires a reexamination of the entire value chain, for example,
modifying product formulations, finding alternative low-cost sources of raw materials,
or simplifying the manufacturing process. Sometimes it means just recalibrating profit
expectations, relying on sales volume to offset the lower margin per unit sold.
For example, Singapore’s Petra Foods won market share in Indonesia by pricing its Delfi Funtime
chocolate bars at 500 rupiah (about $0.50), the coin students are ordinarily given to spend on
snacks after class. And in India, both Domino’s Pizza and Pizza Hut encourage higher-volume
sales by offering a reduced price on four-pizza combinations.
Packaged food consumption: Drive the trend
In emerging markets, unpackaged food consumption is typically much higher than in
developed nations. At 470 kilograms per capita, China consumes more unpackaged food than
any other country in the world. (The comparable figure in the United States is approximately
40 percent less.) Today, only 30 percent of Chinese food production is processed.5

Emerging markets are underfed,
with a per-capita consumption of
macronutrients 30–50 percent below
that of developed countries.
However, as countries become increasingly urbanized, more women enter the paid labor force,
and household incomes rise—and convenience and hygiene become more highly valued
attributes—packaged foods take up a growing share of the grocery basket. This shift provides
a myriad of opportunities not just for packaged food manufacturers but also for food ingredient
companies to play in new spaces or even to accelerate the trend by introducing consumers to
categories they didn’t even know they needed.
Consider General Mills’ introduction in India of the Pillsbury range of flour and cake mixes, Betty
Crocker dessert mixes, and Green Giant frozen vegetables—accompanied by a heavy advertising
investment to whip up demand. In return, General Mills has been rewarded with annual average
growth rates of around 25 percent in recent years. Nestlé has capitalized on Indian customers’
love of milk, boasting a dairy portfolio that spans packaged milk, yogurt, dairy whitener, and ghee.
In Vietnam, Masan actually built from scratch the branded table sauce category, persuading
consumers to buy packaged fish, soy, and chili sauces rather than purchase them in plastic
bags at wet market stalls. And Del Monte has been instrumental in building up heavy volume
in the packaged juice category in the Philippines.

5

Mergent, “Asia-Pacific Industry Report: Food & Beverage,” February 2013
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Supply chain: Innovate, adapt, and (re)configure
Infrastructure limitations are a common denominator across emerging markets. Poor road
networks and saturated ports make commerce difficult and keep supply chains short.
Additionally, unreliable power supplies and underdeveloped cold chains have a disproportionate
impact on the food industry, where many of the goods are highly perishable.
Players get around these limitations by creating products designed to withstand the local
infrastructure. This explains why fresh and processed dairy products are an underdeveloped
category across much of Africa and the Indian subcontinent. The challenge is to reformulate
products, incorporate preservative products or techniques, or adopt new packaging that can
better hold up against local supply chain conditions.

Several food products are sold with
slightly modified formulations across
different regions of India and China,
while maintaining the same branding
and packaging.
Often, companies will integrate upstream in the value chain to secure reliable access
to inputs of the requisite quality. In India, for example, PepsiCo, Nestlé, and McDonald’s
have included contract farmers in their supply chains. As buyers, they not only commit
to purchasing a predefined volume; they also provide the farmers with technical assistance
and farm inputs.
Another way to mitigate supply chain limitations is for manufacturers to integrate downstream—
or retailers to integrate upstream—into logistics and distribution. One global dairy major built
its own refrigerated transportation network in preparation for its entry into the Indian market.
In some cases, this even means reaching deep into the local retail network as Coca-Cola did
(see sidebar: Chilling in India with Coca-Cola).

Chilling in India with Coca-Cola
The majority of people would
agree that Coca-Cola is most
refreshing when cold. But in many
remote rural areas of India, power
supply ranges from notoriously
unreliable to simply nonexistent.
To penetrate such a vast market,
Coca-Cola introduced an
indigenously developed solar

power refrigerator called
eKOCool, which it provides at
no cost to local shopkeepers.
Additionally, the refrigerators
come equipped with a solar
lantern to facilitate sales after
dark, and they include mobile
charging kits to draw traffic
to the store.

Thanks to eKOCool, Coca-Cola
has boosted its beverage sales in
remote areas to nearly 50 bottles
a day, when previously there was
no business at all.
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Regulations: Understand, adapt, and comply
As a direct consumption item, food value chains are heavily regulated around the world. These
regulations shape all elements of the food business environment, including what food can be
sold, how it can be sold, and who can sell it. Predictably, the evolution of regulations and the
pace of regulatory reforms vary broadly across countries (see figure 3). Food companies need
to understand these regulations and adapt as necessary to ensure scrupulous compliance.

Figure 3
Regulatory landscape

Assessment
Criterion

Minimum
1

2

3

Maximum
4

Alignment with international
standards
Pace of reforms
Ease of doing business
Compliance and enforcement

Sub-Saharan Africa

India

China

Note: Sub-Saharan Africa is a composite assessment of the following countries: Angola, Benin, Botswana, Burkina Faso, Burundi, Cameroon, Chad,
Côte d’Ivoire, Ethiopia, Ghana, Kenya, Madagascar, Malawi, Mozambique, Nigeria, Rwanda, Senegal, Tanzania, Uganda, and Zambia.
Sources: Doing Business, World Bank and International Finance Corporation; A.T. Kearney analysis

When in Rome…
The record is clear: Success in emerging economies belongs to those that examine
the singularities of each market and adapt their product offers, operating models, and
management structures accordingly. The issue for global food companies, then, is how
much to tailor the “prêt-à-porter” way of doing business while preserving the advantages
inherent to worldwide scale.
As we have seen, products are often localized to adapt to market characteristics. Product
innovation to adapt to customer needs, local tastes, and consumer affordability is essential, as
is the requirement to make sure that products can survive local infrastructure.
Leading food players also align their operating models with business realities on the ground.
To accommodate unfamiliar price points, global companies often adapt their business model,
tweaking the product, directly or indirectly developing the local supply chain, and, in many
cases, adjusting margin expectations.
At the end of the day, the battles for shelf space and share of mind are won and lost in the heat
and dust of emerging markets’ streets and bazaars. Local professionals are typically much
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better acquainted with the idiosyncrasies of their particular market than expatriate
“paratroopers” flown in from headquarters, and so they should figure prominently in the
management structure. When strong, autonomous, local teams are allowed to develop their
own growth objectives and strategic plans—naturally, in alignment with corporate guidance—
they have a leg up as they try to claw away market share from their home-grown competitors.
This is not to say that the parent company has no role to play. On the contrary, its global
experience and presence are indispensable to complement the local talent pool with
specialized resources, provide access to capital and technology, and draw on the global
material supply chain.

A Distance Race
Emerging markets represent an enormous opportunity for companies with the vision and the
stamina to commit to 3 billion potential new customers. Success requires understanding each
market’s dynamics and deploying tailored strategies to address their needs. It also requires a
willingness to make investments and the patience to wait for the investments to flourish. Those
that commit early will reap the benefit of connecting their brands with these consumers as they
form their lifelong purchasing patterns.
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A.T. Kearney is a global team of forward-thinking, collaborative partners that delivers
immediate, meaningful results and long-term transformative advantage to clients.
Since 1926, we have been trusted advisors on CEO-agenda issues to the world’s
leading organizations across all major industries and sectors. A.T. Kearney’s ofﬁces
are located in major business centers in 39 countries.
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