
DOES IT MAKE SENSE FOR NESTLE TO FOCUS ITS GROWTH EFFORTS

ON EMERGING MARKETS WHY

Regarding NestlÃ©, the company enters emerging markets early before Does it make sense for NestlÃ© to focus its
growth efforts on emerging markets? Why?.

The SBU are also responsible for acquisitions and market entry strategy. In response Nestle began to focus on
the emerging markets of Eastern Europe, Asia and Latin America to sustain and increase their growth rates.
This act violates the child labour law. Nestle, being the first mover, tries to enter the emerging markets in an
early stage. Staffing and human resources are also left to the responsibility of the local units. Although these
countries are poor, their economies were growing rapidly. Consumers were also moving away from larger
scale manufactured brands and moving towards nationwide supermarkets and discount stores who introduced
their own private brands. These variations range from yubari melon and baked corn from Hokkaido Island to
cherry and bean flavoured chocolate bars in the Tokyo region. A similar tactic is also used for the Maggi
brand, where different types of soup are designed to fit individual market preferences. Their management
structure was also innovative as they focused on a decentralized organisation where the local units were
responsible for most of the day to day decision making. For example, a strategic business unit focuses on
coffee and beverages. This is the type of long term investment that Nestle has for its people, which is similar
to the long term investment that Nestle employs in emerging markets. You are on page 1of 4 Search inside
document 1. A significant number of children work in the cocoa production sector in Nestle. This was the
market opportunity that Nestle was interested in. This narrow market focus allowed Nestle to be the brand
leader in the markets of emerging economies. People in the local market remember these actions and Nestle
has created brand loyalty within this market. Why Yes it does make sense for the reasons listed below. They
also tend to propagate the Nestle culture and strategy. Firstly Nestle faced a growing challenge in maintaining
its growth rate in the current markets that it was involved in. While income levels in these emerging markets
will increase, people will gain a higher purchasing power with unsatisfied demands. In addition, Nestle
realised the importance of sustainable practices to drive its growth. As a result, all of the subsidiaries have the
freedom in terms of decision making regarding strategy issues. The developed markets of Europe and North
America were saturated and Nestle knew that they would soon lose their market share due to increased
competition from other multi-nationals with diverse but similar product lines such as Heinz, Kraft and
ConAgra. Nestle also puts sustainability before profitability by investing in infrastructure that is required, like
in China and Nigeria. This is referred to as Creating Share Value in-house. Since Nestle stands for high quality
and has distinctive competencies in producing higher quality food, it would not make sense to change the
strategic group, because it would most likely get stuck in the middle. As it can be derived from the text, Nestle
generates operates worldwide with a focus on European markets, which make up 70 percent of its sales. In
several countries, population growth had stagnated and in some there had been a small decline in food
consumption. This actually helps Nestle to overcome the cultural hurdles and consumer resentment to the
foreign brands. Nestle strategy was to enter the emerging markets early and build a substantial and
commanding position before their competitors. The company currently makes ice cream in Dubai, soups and
cereals in Saudi Arabia, yogurt and bouillon in Egypt, chocolate in Turkey, and ketchup and instant noodles in
Syria.


