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Executive Summary 

This thesis examines what type of entry strategy Arla Foods should pursue in sub-Saharan Africa. 

The examination takes its basis in the questions of why Arla Foods should consider entering into 

sub-Saharan Africa, where to enter and how to enter in terms of entry mode, timing and 

commitment as well as market positioning. The call for a thorough investigation of this research 

area is generated by a mix of growing interest from Arla Foods lead by the Consumer International 

and Global Ingredients divisions to identify and evaluate the market potentials in sub-Saharan 

Africa and of strategic management literature which to an increasing scale focuses on the business 

potential in least developed countries.  

 

In order to formulate an entry strategy for Arla Foods, the authors propose an analytical framework 

that incorporates key issues from international business literature, emerging market literature and 

literature on least developed countries. The purpose of the analytical framework is to guide and 

structure the analysis and research. In this relation, it is identified that the answer to the choice of 

entry strategy for Arla Foods in sub-Saharan Africa can be found in the combination of external 

factors in the market and internal factors in the company. External factors are identified as market, 

industry and institutional variables, while the internal variables consist of Arla Foods‟ previous 

experiences and capabilities.  

 

It is clear from the empirical findings and the theoretical elaboration that the external and internal 

factors and variables speak in favour of an entry into sub-Saharan Africa. An increased 

consumption of imported dairy products in sub-Saharan Africa is identified to be driven especially 

by market variables such as economic growth, urbanisation and rising purchasing power, but also 

by an industry characterised by inadequate local production levels to meet demands. Arla Foods has 

the opportunity to benefit from a latent market potential in the region by adjusting its entry and 

attention towards particular segments, including the lower income segments.  

 

However, despite indicative signs of market opportunities for Arla Foods, this potential is not 

unconditional. The findings of the market research are supported by the theoretical indications that 

sub-Saharan Africa is characterised by institutional voids and uncertainty as well as the fact that 

aggregate growth is developing from a relatively low level. Nonetheless, both regional and global 

dairy companies have been present in the market for many years, demonstrating a potential to 

generate profit. With Arla Foods‟ previous experience from operating in sub-Saharan Africa, in 

particular its further activities in Nigeria and South Africa, Arla Foods has the possibility of 
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exploiting its already acquired knowledge and capabilities in its further entry into the region. South 

Africa, Nigeria, Botswana, Ghana, Kenya, Tanzania and Uganda represent the best market potential, 

based on the selected methodology for predicting the sales of Arla Foods‟ products and thereby an 

entry into these markets. This selection of countries is not only made on the basis of the markets‟ 

economic performance indicators, but also on the interplay of segmentation options, consumption 

patterns, institutional performance and retail development, while at the same time taking into 

consideration Arla Foods‟ previous experiences in sub-Saharan Africa. 

 

Based on the external factors and Arla Foods‟ tradition of performing low-risk market expansions, 

it seems reasonable at this stage to follow an incremental market entry, thus maintaining an export 

strategy via agent and distributor in order to minimise risks and develop knowledge. In terms of 

timing and commitment to the market and to lower the uncertainty of the external market 

environment, Arla Foods would benefit from pursuing a “follower” position. 

 

It is identified in the emerging markets literature that companies are often faced with a trade-off 

between pursuing a global brand strategy that aims at the premium market segment versus one that 

aims at the mass market at the lower end of the economic pyramid through large scale and cost-

efficient production. Nevertheless, the market assessment of this thesis identifies the opportunity to 

pursue both kinds of strategies in a number of the selected markets, and Arla Foods should therefore 

incorporate them both in its market positioning. 

 

The thesis ends up proposing a 3-step entry strategy for Arla Foods to pursue an entering into sub-

Saharan Africa. This includes a preliminary expansion of its existing markets (Nigeria and South 

Africa) with particular attention to targeting different income segments. Eventually, this should 

progress into entering neighbouring countries (Ghana and Botswana) where consumer patterns are 

likely to be similar to the company‟s existing markets in the region. In a long term perspective, Arla 

Foods would benefit from approaching a new geographical region (Tanzania, Kenya and Uganda) 

that represents opportunities for both of Arla Foods‟ overseas divisions to exploit the potential 

benefits of a joint divisional market entry. This way, selected promising markets in sub-Saharan 

Africa can be entered in a manner that accommodates and corresponds to the current development 

of Arla Foods‟ capabilities and market knowledge.  
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Introduction 

 

Internationalisation is a phenomenon of growing importance, and it is currently changing the 

landscape for many companies operating across borders. Changes take place in the global market 

with great pace and this generates a dynamic market situation with potentially large implications for 

international companies and their competitiveness. Arla Foods is one of such companies. With more 

than 60 percent of its turnover generated outside the Nordic home markets, Arla Foods is 

increasingly influenced by changes in the global market place. As a result, Arla Foods has to 

continuously adjust and develop its business strategies and at the same time maintain its overall 

objective to create added value to its cooperative farmers in order to stay competitive. As a result of 

its dependence on sales in international markets, opting for new market opportunities can help Arla 

Foods to acquire new customer groups, which not only secures sustained competitiveness in the 

long run, but equally minimises risk by focusing on different consumer groups in various 

geographical locations. Arla Foods‟ main focus is on developed markets including Europe and the 

USA, though the company continues to increase its market presence in emerging countries like the 

Middle East, China, Vietnam and Mexico. However, Arla Foods has previously been less willing to 

take on investment risks in markets with high uncertainty as operations are complex and come at a 

higher cost.  

 

Despite a commonly perceived difficulty in exploiting business potential in sub-Saharan Africa, 

there are several examples of positive market developments in this region. According to the 

International Monetary Fund, the top ten economic performers in sub-Saharan Africa show 

resemblance to the ones of the first generation of emerging economies, demonstrating consecutive 

growth rates between 6-7 percent alongside improved political stability (Nellor 2008, 22/09; ITA 

2008). Additionally, a rapid population growth and a high degree of urbanisation create strong 

demand for dairy products in sub-Saharan Africa, leaving regional dairy industries unable to keep 

up with demands (Ndambi and Hemme 2007, 8-10; Dairy mail Africa 2005; EIU: Economist 

Intelligence Unit 2005, 1-71; Uys 2005, 26). Consequently, well-known international dairy 

companies have already identified this growth potential and established themselves as active market 

players in the region (Mindbranch 2006; Nestle 2005; Nielsen 2008; Hübschmann and Nielsen 

2008).  

 

Until now, the opportunity of increasing its market presence in sub-Saharan Africa has been 

somewhat neglected in Arla Food‟s overall global strategic focus, because the primary focus has 
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been on more well-known and established dairy markets. Nonetheless, Arla Foods‟ overseas 

divisions, Consumer International and Global Ingredients, are increasingly acknowledging the 

potential that sub-Saharan Africa represents for growth on existing markets, especially South Africa 

and Nigeria, as well as on new markets. Consequently, the divisions are very enthusiastic about 

investigating the market further. This new-found awareness has primarily been triggered by an 

increased demand for Arla Foods‟ products from regional distributors and agents along with more 

knowledge about the markets‟ development.   

 

Arla Foods‟ growing interest in expanding its market presence in sub-Saharan Africa can be 

supported by the strategic management literature. In the literature, the focus on non-traditional 

markets has been triggered by the emergence of the so-called Asian tigers in the beginning of the 

1980s and later dominated by the identified BRIC countries
1
. Today though, attention has shifted 

towards analysing the latent business opportunities that exist within least developed countries 

(Hammond et al. 2007; Prahalad and Hart 2002a; Meyer 2008). Developing adapted entry strategies 

for these markets has been highlighted in different theories and is a necessary step if Arla Foods is 

to expand its market position in sub-Saharan Africa. If Arla Foods manage to adapt to local 

conditions in the formulation of an entry strategy, the company is likely to tap into a huge market. 

In other words, expanding into developing countries does not necessarily include a trade-off 

between a strategy focusing on global brands for the premium segments versus a strategy focusing 

on the development and production of large-scale and cost-efficient products for mass markets. In 

fact, companies that manage to combine these two types of strategies are likely to gain the greatest 

benefits from the very diverse income segments in these least developed economies (Hammond et 

al. 2007; Meyer and Yen, T. T. Tran 2004; Prahalad and Hammond 2003). 

 

Moreover, the combination of home markets facing saturation and a search for higher profit 

margins in new underserved markets is likely to push Arla Foods towards further establishment in 

developing countries including sub-Saharan Africa. The challenge for Arla Foods is thus to 

determine what entry strategy to pursue with regard to further market expansion as the conditions 

for doing business in sub-Saharan Africa are considerably different than the ones prevailing in Arla 

Foods‟ more traditional markets.  

 

 

                                                 
1
 Brazil, Russia, India and China 
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1. Research Identification & Methodology 

 

As outlined in the introduction, there are both opportunities and challenges related to Arla Foods‟ 

interest of expanding further into sub-Saharan Africa. This leads to the following research question: 

 

 

What entry strategy should Arla Foods pursue in sub-Saharan Africa? 
 

 

In this thesis, entry strategy consist of three overall components, namely why a company should 

pursue a new market entry, where and which countries to choose, and finally, how to enter the 

selected market(s) in terms of entry mode, timing and commitment, as well as market positioning. 

All three elements are embedded at different levels in the strategic management literature. 

Assessing why companies should engage in new market entry is necessary as it revolves around 

companies‟ motives for engaging in cross-border operations. International investments are either 

driven by search for new resources and knowledge, minimising operational costs, or simply to 

maintain strong competitiveness by exploiting new markets (Tallman 2006; Dunning 1998, 45-66; 

Lasserre 2003). The choice of location, where, is related to these investment motives by discussing 

location advantages and market potential (Lasserre 2003; Arnold and Quelch 1998, 7-20). Finally, 

how companies approach new markets explain the strategic considerations regarding the timing of 

such entry, the level of commitment, market positioning as well as applying organisational 

capabilities in relation to entry mode (Meyer and Yen, T. T. Tran 2004). 

 

Therefore, three supporting questions are addressed in order to provide a precise answer to the 

research question: 

 

1) Why should Arla Foods consider entering sub-Saharan Africa? This question opens the 

analysis by addressing the underlying motives with regard to why Arla Foods should consider 

further market expansion. It will be investigated whether the market conditions in sub-Saharan 

Africa represent a potential from which Arla Foods can benefit. 

 

2) Where should Arla Foods enter sub-Saharan Africa? This second part outlines which markets 

make up the greatest potential for Arla Foods. In this relation, it must be kept in mind that 

countries in sub-Saharan Africa should not be compiled into a single homogenous group of 

countries. Consequently they represent different degrees of potential for Arla Foods.  
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3) How should Arla Foods enter the markets in sub-Saharan Africa? The final question concludes 

the discussion of determining the most beneficial entry strategy in the region based on the 

preceding examination of sub-Saharan Africa and Arla Foods. Here, the main emphasis is on 

determining the right entry mode, timing, commitment as well as market positioning. 

 

Sub-Saharan Africa referred to as SSA throughout this thesis, includes countries and island nations 

in Africa with geographic relation south of the Sahara. Sub-Saharan Africa as a whole is 

categorized as a one of the poorest regions in the world and includes 34 of the world's 49 least 

developed countries (UNFPA 2008).  

 

In this thesis, Arla Foods is discussed on the basis of two of its divisions operating in the region. 

Consumer International focuses primarily on premium-middle income countries with sales of 

processed dairy products with key products within the cheese and butter category. Global 

Ingredients focuses on milk powder aimed at higher-middle income segments and high income 

countries in general. 

 

1.1. Research structure 

The thesis is divided into 7 chapters as depicted below. The “wheel” structure illustrates how the 

sections are interdependent in the sense that the different chapters represent separate steps that lead 

to answering the question of which entry strategy Arla Foods should pursue in sub-Saharan Africa. 
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Thus, this chapter, “Research Identification & Methodology”, represents step 1, whereas the 

following chapter, “Theory & Analytical Framework”, represents step 2, which provides a review 

of the theoretical literature that is relevant when investigating different reasons and motives for 

formulating an entry strategy targeting sub-Saharan Africa. Based on the literature review, an 

analytical framework is proposed. The framework aims at structuring the discussion on what entry 

strategy Arla Foods should pursue in the region. 

 

Step 3, “Arla Foods – A snapshot”, gives a profile of Arla Foods with emphasis on the company‟s 

strategic growth focus, market coverage and motives for development. The chapter thus provides an 

understanding of the company‟s business, scope and internationalisation paths. Indeed, 

understanding the existing organisational resources of Arla Foods serves as a fundamental basis for 

defining an entry strategy in sub-Saharan Africa. 

 

Step 4, “The dairy industry in sub-Saharan Africa”, examines the characteristics of the regional 

dairy industry by identifying demand conditions, consumers‟ attitude towards milk consumption, 

level of supply and regional competition and distribution channels. The examination of these factors 

will help uncover the opportunities and challenges that influence Arla‟s entry strategy.  

Figure 1: Thesis Structure 
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Step 5, “Arla Foods - Previous experiences in sub-Saharan Africa”, outlines Arla Foods‟ 

experiences consisting of activities related to Consumer International and Global Ingredients. The 

focus of this chapter is on their market coverage and business strategies.  

 

Step 6, “What entry strategy should Arla Foods pursue in sub-Saharan Africa”, compiles both the 

theoretical and empirical findings made in the previous chapters to determine what entry strategy 

Arla Foods should pursue in sub-Saharan Africa. The chapter is structured around the three 

supporting questions outlined in the beginning of this chapter, namely why, where and how to Arla 

Foods should enter sub-Saharan Africa. This chapter therefore consist of three sections. 

 

Step 7, the “Conclusion”, outlines the findings and arguments as to why Arla Foods should enter 

sub-Saharan Africa, which countries to choose as well as how to define the most optimal entry 

strategy in terms of entry mode, timing, commitment and market positioning. The purpose is to 

provide Arla Foods with substantial input in the form of options and relevant incentives with regard 

to entry effectiveness and development of the company‟s business in sub-Saharan Africa.  

 

1. 2. Methodology 

 “A methodology is the theory of how research should be undertaken, including the theoretical and 

philosophical assumptions upon which research is based and the implications of these for the 

method or methods adopted” (Saunders, M., Lewis , P. & Thornhill, A. 2003: 103).  

 

The purpose of this section is to clearly explain the research design of the thesis and the process in 

which the research question is answered. The overall structure of this section is inspired by the so-

called research /onion depicted below (Saunders, M., Lewis, P. & Thornhill, A. 2003:132). 

 

The underlying reasons for our chosen methodology are discussed in the following sections. As 

indicated by the so-called onion model, research is about peeling one layer at time where the layer 

for layer reveals the underlying core of the methodology. 
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Layer 1: Research philosophy 

The first layer concerns the overall research philosophy. Epistemology deals with what constitutes 

as acceptable knowledge in a field of study and the research philosophy applied in this thesis does 

not fall neatly into a single philosophical domain but is rather a mixture of several (Saunders, M., 

Lewis , P. & Thornhill, A. 2003: 102).   

 

The overall theoretical considerations applied in this thesis are centred around a positivistic view 

where we adhere to an observable social reality. We believe that the research findings to some 

extent can provide certain guidelines to what entry strategy Arla Foods should pursue in sub-

Saharan Africa. However, we realise the limitations of the positivistic view in this study when 

combining business strategy with empirical observations about market characteristics in least 

developed countries. In order to come about this issue, we have added an interpretivistic angle in 

which we recognise that knowledge acquired is based on perception, meaning that the world is seen 

through different lenses all depending on the individual and the perception of the subject (Saunders, 

M., Lewis , P. & Thornhill, A. 2003: 102). As a result, the research findings made here might not 

apply after a certain time span even though the same methods are applied. For instance, the people 

interviewed at the time might change their perception and interpretation of Arla Foods in Africa, 

because new knowledge about the external environment sub-Saharan Africa has been acquired. 

 

By using certain epistemological approaches you often disregard the legitimacy others. Thus, if 

applying different scientific approaches, you might end up having different perspectives on the 

investigations made. We acknowledge that it is not possible to create non-falsifiable truths but 

merely able to give insights in the specific field of our choice.  

 

Sampling
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Observation

Interviews

Questionnaires
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sectional

Longitudinal

Experiment

Survey

Case

study
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theory

Ethnograophy
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research
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Time
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Data collection
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Figure 2 Saunders and Thornhill, 2003 
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Layer 2: Research Approach 

This section discusses the involvement of theory in the design of our research; the second layer, the 

research approach. 

 

In our research area it has been necessary to take a broad approach in order to find analytical 

dimensions, which is of relevance to cover our research topic in a comprehensive way. This shows a 

more inductive approach where we are open to what might occur throughout the research process 

rather than taking any predetermined theories or conceptual frameworks. It also means that we get 

inspiration from the surrounding environment in which we operate in and the empirical data. Our 

starting point is as a result an inductive reasoning as illustrated below in figure 3. More practically 

this has meant that we have started with specific data to begin in 

order to outline patterns and regularities, and formulate some 

tentative working hypotheses that we can explore, and finally end up 

developing some general conclusions. Inductive reasoning moves 

from specific observations and knowledge to broader generalisations 

and theories. This involves a more "bottom up" approach as the 

figure illustrates. 

 

Inductive reasoning is chosen from the beginning as it is more open-ended and exploratory in 

comparison with deductive reasoning, which is narrower in nature and is concerned with testing or 

confirming hypotheses (Saunders, M., Lewis , P. & Thornhill, A. 2003: 120). This has proven 

essential for our research not only because we are covering a large and very heterogeneous region 

but equally to be open to a variety of trends and developments taking place within the dairy industry. 

Nevertheless, even though our study may look like it is purely inductive both inductive and 

deductive reasoning is used. For example, we had to investigate a preliminary hypothesis, also 

outlined by Arla Foods that it would be a challenge for Consumer International to find a market 

south of Sahara due to their non-traditional consumption of western products (though we found that 

the urban population and also the growing middle class had a similar pattern among others, red). In 

our case, the outcome of our findings therefore becomes a mix of deduction and induction.  

 

Whereas induction relates to the epistemology of interpretivism, deduction takes a more positivistic 

approach. Deductive reasoning possesses several important characteristics for our case and is in 

particular strong in the search to explain the relationships between our variables in the analytical 

The inductive process 
 

Theory 

Hypothesis 

Data 

Pattern 

Data 
Figure 3, Own construction,  

Inspired by Saunders et al, 2003: 118 
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framework; for example the interaction between the different variables that together outline the 

characteristics of sub-Saharan Africa and the market Arla Foods should enter.  

 

Layer 3: Research strategy 

Research strategy is about applying a specific theoretical or empirical orientation to a research 

process. We have chosen a single-case study, focusing on a globally oriented dairy company. Arla 

Foods is therefore the focal point for the formulation of the case and resources has been used to 

establish a good collaboration where we also cover Arla Foods‟ needs. The company is still in the 

initial phase of its strategic considerations about the region, which provides a unique opportunity to 

analyse a case that has not already been implemented by the company. The case study provides an 

interesting opportunity to get first hand insights of entry strategy considerations of a global, 

dynamic company entering a region that is rapidly becoming more interesting to the company from 

a business perspective. 

 

Layer 4: Time horizon and resources 

This case study method involves a cross-sectional study that provides a snapshot of the reality based 

on the identified variables and their interaction, taking internal factors in Arla Foods and external 

characteristics and trends in SSA into consideration. The cross-sectional approach indicates that a 

study is made at a given point in time, applying a qualitative method by conducting interviews 

within a relative short time frame. The interviews were conducted within a period of three months 

(April-June), whereas supplementary data sources were incorporated until the end of September. 

The entire research process amounted to eight months in total, commencing in mid-March 2008. 

This incorporates everything from initial contacts made with Arla Foods and till the end of the 

writing process. 

 

Layer 5: Data collection methods 

In our qualitative research method, we seek to understand Arla Foods in context-specific settings, 

such as their previous growth strategies and perspectives on Africa in general. Unlike quantitative 

researchers who among others seek generalisation of findings, we seek clarification and 

understanding to the given situation the company is in.  

 

Primary data 

While there are many methods of collecting primary data, the interviews conducted here are unique 

for this thesis. The use of interviews has helped us to gather information about Arla Foods and its 
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perspective on sub-Saharan Africa. Prior to the formulating of our research area, preliminary 

contact was initiated with Janus Skøt, Export Manager, at the “Career Days 2008” (Karrieredagene). 

Here, the initial interest of making a research paper on Arla Foods was discussed. This preliminary, 

informal discussion had significant impact on formulating the interest in discussing Arla Foods‟ 

entry strategy into sub-Saharan Africa. The interviews conducted later on are primarily explanatory, 

aiming for information about Arla Foods‟ organisational setup and present attitudes and approaches 

to the markets in sub-Saharan Africa. 

 

Although the process of collecting primary data can be time consuming (Saunders, M., Lewis , P. & 

Thornhill, A. 2003), Arla Foods has been extremely cooperative in sharing the information 

available. The cooperation with the company included headquarters visits where three of the 

interviews were conducted. In general we had the chance to ask in dept questions, through a semi-

structured interview approach, in order to investigate perceptions and motivations of the 

interviewees in relation to the research topic.  

 

As illustrated in the table on the next page, interviews have been conducted with people from the 

operational as well as and strategic level of Arla Foods, with specific interest and emphasis on 

operations in sub-Saharan Africa. This approach has been applied to get holistic understanding of 

Arla Foods experience from sub-Saharan Africa as well as its organisational capabilities and future 

operational strategies towards the region. There has been an overrepresentation of interviews with 

people from Global Ingredients compared to Consumer International. The main reason for this 

mismatch is simply due to the differences in the organisational setup of the two divisions. Janus 

Skøt is the person responsible for Consumer International‟s activities in Africa, while Global 

Ingredients‟ activities are larger in numbers and as a result the division has a more comprehensive 

structure including a strategic division and a more operational division.   

 

Apart from information about the individual divisions, the interviews have provided valuable 

supplementary information about the level of knowledge sharing between the divisions.  For a 

comprehensive overview of the interviews conducted in Consumer International and Global 

Ingredients a table on the next page is outlined (appendix 1-4 for summaries of interviews).    
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Table 1, Conducted interviews 

Secondary data 

Secondary data include both quantitative and qualitative data and used descriptive as well as 

explanatory (Saunders, M., Lewis, P. & Thornhill, A. 2003). While the interviews presented above 

constitute important elements in outlining present strategic considerations regarding Arla Foods‟ 

activities in sub-Saharan Africa, the application of secondary data adds to providing a more 

comprehensive picture of Arla Foods and its operations in the region. Annual reports and articles 

Overview of interviews conducted with key personnel in Arla Foods 

Data 

 

Division 

Date & location Name Title Area 
Interview 

Structure 

Qualitative 

Research 

C
o

n
su

m
er

 I
n
te

rn
at

io
n

al
 

 

March 7, 2008 

Career days 

(Karrieredagene), 

Copenhagen 

 

Janus Skøt 

 
Export 

Manager 

Latin 

America & 

Africa 

 

Informal 

conversation 

with open-

ended 

questions 

(30 min) 

 

Descriptive 

April 2,2008 

Arla Foods, 

Copenhagen 

Janus Skøt 
Export 

Manager 

Latin 

America & 

Africa 

Mix of semi 

structured 

interview and 

informal 

conversation 

(2 hours) 

Exploratory, 

Explanatory 

June 26, 2008 

Arla Foods, 

Copenhagen 

 

Janus Skøt 
Export 

Manager 

Latin 

America & 

Africa 

Semi 

structured 

(1,5 hours) 

 

 

Explanatory 

 

 

G
lo

b
al

  
In

g
re

d
ie

n
ts
 

 

June 4, 2008 

Arla Foods Head 

Quarter, Århus 

 

 

Jakob Toft 

Nielsen 

Brand 

Manager 

Assistant 

Dano Brand, 

Bangladesh, 

Middle East, 

Africa 

Semi 

structured 

(2 hours) 

Explanatory 

 

June 4, 2008 

Arla Foods Head 

Quarter, Århus 

 

 

Peer 

Hübschmann 
Export 

Manager 

Dano Brand, 

Africa 

Semi 

structured 

(2 hours) 
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from the company‟s homepage serve as supplementary input in describing Arla Foods‟ strategic 

challenges and resources available. 

 

The majority of the data employed in this thesis is of qualitative character as both primary data 

(interviews) and secondary data in the form of articles, reports and academic journals are used. The 

theoretical tools employed in the thesis derive from courses taken during our studies in M.Sc. in 

Business and Development Studies at Copenhagen Business School. In general, little theoretical 

research has been conducted about sub-Saharan Africa and most of the academic literature used to 

describe entry strategy in emerging markets and developing countries is based on research 

conducted from Asian economies. However, investigations have been conducted for theories in a 

LDCs and SSA context and findings applied to the thesis.   

 

As highlighted in chapter two, the theoretical discussion analyses the relevant entry strategy 

literature applying first a broad focus before going more specific. The review starts out by 

discussing the overall perspectives within the international business literature, to move on to 

addressing entry strategies in an emerging market context, to end up by investigating specific 

characteristics of doing business in LDCs. By applying this approach, the discussion adds together 

relevant elements from different levels within the literature that influence entry strategies. This 

approach allows us to present developments in the theory by applying all three theoretical strands 

into our analytical framework, while compensating for the limited literature available on entry 

strategy in LDCs and sub-Saharan Africa in particular. 

 

Our secondary literature consists primarily of academic papers from journals and to a lesser extent 

newspapers and books. Together, it has provided an overview of recent trends, surveys as well as 

interpretations of business operations in emerging markets and developing countries.   

 

 

Credibility of research findings 

Addressing the issues of reliability and validity is an important element in relation to the chosen 

research methods and data collection techniques (Saunders, M., Lewis, P. & Thornhill, A. 2003: 

149).  

 

This thesis is developed through cooperation with Arla Foods and the research focus is on the two 

divisions operating in sub-Saharan Africa Consumer International and Global Ingredients. 
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Information gathered about the company is therefore primarily derived from interviews and 

company handouts, supplemented with external data sources where possible. The level of internal 

validity therefore depends on how well the interviewees represent the common strategic 

understanding of Arla Foods‟ entry strategy into sub-Saharan Africa. The selected interviewees all 

work with the African market at both the operational and strategic level. They are therefore able to 

outline Arla Foods‟ market commitment, the company‟s overall strategic ambitions, while at the 

same time acknowledging its capabilities and approach towards risk taking. On the other hand, 

these same people are at risk of proposing a view on the market that is somewhat biased from the 

overall strategic objectives of Arla Foods. 

 

External validity concerns the fact that our findings might be subject to generalisation. Although 

built on the basis of the theoretical literature, the analytical framework presented in chapter 2 is 

developed in order to relate to the specific research question concerning what entry strategy Arla 

Foods should pursue in sub-Saharan Africa. Furthermore, the analytical framework might not cover 

all variables, which influence an entry strategy in sub-Saharan Africa. Nonetheless, the framework 

entails the elements that the chosen methodology and scope of the thesis provides.   

 

Although sub-Saharan Africa is a very broad and heterogeneous region, there are valid arguments 

for initiating a discussion of pursuing an approach that incorporates the entire region. However, it is 

a fact that access to information about the regional dairy market is limited, and this makes it 

difficult to provide in-depth analyses on specific countries in the region based on desk study 

research.  Therefore, rather than providing specific recommendations on a number of markets, this 

thesis‟ analysis will discuss regional traits in order to point out certain trends and patterns in 

markets that either benefit or challenge Arla Foods with regard to what entry strategy to pursue. 

 

Ultimately, the challenge of this thesis has been to balance the act between providing consultancy 

work for Arla Foods while at the same time adhering to the requirements of an academic research 

paper. The challenge is apparent. However, while the methodological and theoretical foundation 

leading up to our findings might appear to be of limited interest to Arla Foods, it underlines the 

interdependence between the consultancy part and the academic sphere of this thesis. Considering 

the limited availability of information about markets in sub-Saharan Africa, much of the findings 

presented here are theoretically embedded. Thus, the academic inputs have provided important 

perspectives in providing recommendations for Arla Foods‟ entry strategy into sub-Saharan Africa. 
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Simultaneously we informed Arla Foods from the beginning about the academic requirements, 

which was received positively.   

 

Below is the overview of the explained methodology given and summarised to ease the picture and 

understanding of the chosen methods to answer our research question. We have highlighted the 

chosen methodology in green. 

 

 

Sampling

Secondary data

Observation

Interviews

Questionnaires

Cross

sectional

Longitudinal

Experiment

Survey

Case

study
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Research
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Research
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Research
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Time

horizons

Data collection

methods

Figure 4, Summary of research method and approach 
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2. Literature Review - Theories on Entry Strategy 

 

Arla Foods needs to develop an entry strategy for sub-

Saharan Africa which can utilize the present market 

possibilities and challenges. The design of an entry 

strategy thus has to match the needs and resources of the 

company with the opportunities and constraints in the 

local environment (Meyer and Yen, T. T. Tran 2004).  

 

According to Klaus Meyer, setting up business operations requires several strategic considerations, 

including entry mode, location, timing, marketing, human resources and logistics. The issue of 

foreign direct investment (FDI) is further distinguished as the company‟s share of equity ownership, 

weighing pros and cons of acquisition vs. Greenfield investments (Meyer 2008). In the case of Arla 

Foods in sub-Saharan Africa, the formulation of a market entry has been a creative process of 

integrating many interdependent elements. As acknowledged in chapter one, this involves choices 

about why to enter, which markets to enter and how to formulate it in terms of entry mode, timing 

& commitment and market positioning.  

 

The entry strategy research directly relates to the international activity of Arla Foods and includes 

studies on „„the predictors of entry mode choices, predictors of international equity ownership levels, 

and consequences of entry mode decisions‟‟ (Werner, 2002, p. 281 in) (Canabal and White III 2008, 

267).  

 

In the following theoretical discussion, we, therefore, seek knowledge about the variables that 

affects Arla Foods‟ entry strategy. This will as a result help us to answer which entry strategy Arla 

Foods should pursue into sub-Saharan Africa in terms of entry mode, timing & commitment and 

market positioning.  

 

Entry mode includes either equity or non-equity investment, depending on companies‟ resource 

allocation to specific markets (Canabal and White III 2008, 267). Through equity investments, 

companies must exercise higher levels of control, due to the high degree of involvement in foreign 

market operations (Pan & Tse, 2000). On the other hand, non-equity modes require lower degrees 

of control since these are often based on armlenght transactions and thereby less capital intensive 

(Canabal and White III 2008, 267) 
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In the choice of timing and commitment to a given market, companies may aim for early market 

entry in order to pursue first mover advantages. Among others, first movers may build reputation 

and consumer loyalty, goodwill with local authorities, and establish relationships with key 

stakeholders and customers. Followers, on the other hand, may benefit from a less uncertain 

business environment, and from observing the first mover, its customers and the local authorities 

(Meyer 2008; Meyer and Yen, T. T. Tran 2004; Lasserre 2003; Meyer 2004a, 259-276).  

 

Developing country markets tend to be highly segmented in terms of income groups and consumer 

patterns, which make it interesting to investigate the market position Arla Foods should pursue in 

sub-Saharan Africa. The premium market segments often aspire to „Western‟ style living standards 

and are less price sensitive (Hammond et al. 2007; Prahalad and Hart 2002a; Meyer 2008; Meyer 

2004b, 259-276; London and Hart 2004, 350-370; Rahman and Bhattacharyya 2003, 141). However, 

the majority of the population in developing countries lives in the middle-low income segments 

where profit margins per unit sold are lower, but is compensated for by the sheer volume sales 

potential. While consumers in these segments are more price sensitive, it require companies to take 

a more innovative approach to meet the demands of these markets (Meyer 2008; Meyer and Yen, T. 

T. Tran 2004; London and Hart 2004, 350-370; Prahalad and Hart 2002b). 

 

In order to substantiate Arla Food‟s entry strategy, 

it is necessary to investigate and understand the 

theories behind. The following section therefore 

addresses the various theories affecting entry 

strategies. The review of the entry strategy literature 

begins with the theories in the International 

Business Literature (IB), which then narrows down 

to Emerging Market (EM), ending out by discussing 

Least Developed Country (LDC) literature. This 

approach is depicted to the right to understand the 

scope of Arla Foods‟ entry strategy. This structure 

is chosen to get a broad and comprehensive insight of the influencers on entry strategy from the 

various levels. At the same time, the more we are able to show the progress in the theory and the 

characteristics about the markets the more we move towards LDCs. In this way it is also possible to 

compensate for the limited theory in a LDC context.     

 

Figure 5 Structure of literature review 
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The chapter ends up by proposing an analytical framework that incorporates key issues generated 

from the IB, EM and LDC literature. The purpose of the framework is to structure the succeeding 

discussion of what entry strategy Arla Foods should pursue in sub-Saharan Africa. This is done by 

addressing the identified question as why to enter, where to enter, and how to enter in terms of entry 

mode, timing, commitment and market positioning. 

 

2.1 International Business Literature 

The motives behind new market entries are related to the developments and exploitation of 

resources of the Multinational Enterprises (MNE) across its operations (Hoskisson et al. 1999, 417). 

This section therefore discusses reasons for internationalisations, types of internationalisation (the 

OLI eclectic paradigm, transaction cost theory, the Uppsala model and investment motives) and 

strategic aspect of internationalisation (resource and knowledge based view).  

 

Globalisation continuously affects companies‟ competitive landscape globally as economic 

isolation has become impossible and competition globally rather than domestically embedded (Root 

1994)(Bender S., Fish A. 2000, 125). Root (1994) emphasises that the global economy require 

companies to look beyond traditional aspects of business operations and start applying a global 

perspective. The concept of globalisation and internationalisation is referred to as the trend towards 

greater interdependence among national institutions and economies. Recently, many barriers to 

international trade have been reduced and a number of companies have begun pursuing global 

strategies to gain a competitive advantage. Thomas Friedman analysed the progress of globalisation, 

viewing the world as a level playing field in which both people and companies exploit opportunities 

without being constrained by location (Friedman 2007).  

 

There are other perspectives on the globalisation of business operations, and as opposed to 

Friedman, these argue that in fact certain frontiers still exist, which companies need to keep in mind 

when formulating global strategies (Ghemawat 2007: 10). According to Ghemawat, companies 

cannot define a one-size-fits-all strategy. Rather, they should understand the dynamics differences 

that characterise countries in the developing world (Ghemawat 2007: 10). 

2.1.2 Theories on Internationalisation  

The development of the eclectic paradigm OLI has arguably become the dominant theoretical basis 

in the study of FDI, MNEs and internationalisation over the last two decades (Dunning and Lundan 

2008, 573-593). In other words, the eclectic paradigm analyses to what extent companies should 
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pursue international activities based on non-equity investments as opposed to the benefits of 

engaging in foreign direct investment. 

 

The OLI paradigm, developed by John Dunning, presents generic strategies that explain 

internationalisation theory, incorporating both industrial organisation aspects and location aspects 

(Dunning and Lundan 2008, 573-593). The framework takes a holistic approach to the conditions of 

foreign market strategy of companies, discussing ownership-specific advantage, location-specific 

advantage and internalisation advantage. 

 

The issue of ownership advantages draws on the idea of Stephen Hymer that companies‟ ownership 

advantages are a prerequisite for offsetting disadvantages of being foreign (Hennart 1991). 

Establishing foreign operations become profitable because of the opportunity to exploit existing 

resources. Exercising control over the use of assets transferred abroad is required by the individual 

MNE in order to minimise risks and to achieve monopolistic power (Dunning and Lundan 2008, 

573-593; Hennart 1991).  

 

Location advantages represent the comparative costs of materials, labour, establishment and natural 

resources accessed by companies, operating in a host country. The concept aims at explaining the 

choice of market based on the location advantages (Buckley, P., Hashai N. 2005: 656). A part from 

production costs and other market considerations, a broad range of economic and institutional 

aspects that influence investment locations are highlighted (Meyer 200210-11). According to Meyer, 

the legal infrastructure and institutions are some of the most important variables influencing the cost 

and quality of attractive resources and markets. These include property rights, taxation, protection 

of intellectual property, currency risk, etc. Further, industrial clusters, cultural barriers and 

investment risks add to the attractiveness of the potential market (Meyer 2002: 10-11).  

 

The final element in the eclectic paradigm deals with internalisation. Companies are faced with 

several choices of entry mode, ranging from arm's length transactions to a more hierarchy-based 

entry through subsidiaries. Companies internalise operations in markets where institutions functions 

poorly, increasing risks of market entry. According to Dunning, transaction cost theory (TCT) has 

been the leading perspective underpinning research on MNEs‟ market entry (Dunning, J. H. in 

(Wright et al. 2005: 4)). The determinants of transaction costs are frequency, specificity, uncertainty, 

limited rationality and opportunistic behaviour (Williamson 1981: 548). These transaction costs are 

natural to the MNE or at least assumed to be exogenous to the company, which undertakes foreign 
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direct investments. Once internalisation is achieved, the new acquired knowledge is considered an 

ownership advantage (Dunning and Rugman : 229)(Dunning and Rugman; Dunning and Rugman; 

Dunning and Rugman).  

 

Many scholars, including Dunning, view transaction cost theory or internalisation approach as the 

primary reason behind the establishment of MNEs. The internalisation approach argues that MNEs 

exist, because companies internalise operations in order to reduce transaction costs in the markets. 

At the same time, companies have the opportunity to exploit their specific assets in foreign markets 

as a result of location factors such as trade barriers and transportation costs (Forsgren 2002: 279).  

  

Further, Dunning divides companies‟ motives for cross-border operations into different groups, 

linking these motives with factors, affecting the choice of location. In the resource-seeking motive, 

companies engage in investments based on the availability of cheaper resources and securing input 

supply. These resources include labour force, natural resources and managerial and technological 

skills, which are important factors in relation for servicing customers in the home market (Dunning 

1992). 

 

Whereas as resource-seeking FDI aim at the input side of business operations, market-seeking 

investments either aim at protecting existing markets (defensive) or exploit new markets 

(aggressive). Companies may be forced to follow their suppliers abroad in order to maintain 

business contracts (Dunning 1992). To reduce the risk of losing competitiveness, companies want to 

gain a foothold in markets in which their competitors are already present or in the process of 

entering. MNEs are primarily driven by country-specific attractiveness such as large growth 

markets (Lasserre 2003). Market-seeking investments are often costly and require long-term 

planning, which is why it is mainly pursued by MNEs (Dunning 1992). Efficiency-seeking 

investments are often applied in relation to offshoring activities, where companies engage in FDI to 

take advantage of lower production costs. 

 

Companies‟ motive for FDI is increasingly focused around strategic-asset-seeking and knowledge-

seeking. In asset-seeking, MNEs move toward truly global strategies where alliance capitalism 

(organisation of production and transactions as involving both co-operation and competition) 

expands. As an example, companies might not be in need of investments but engage in such to 

prevent competitors from building a stronger market position. Through global integration 

companies combine current competencies and exploit new capabilities they are still unique 
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(Tallman 2006). Minimising business risks is a key issue for companies and diversification into new 

markets with new products reduces companies‟ reliance on a limited customer base in a few 

markets.  

 

The important notion here is that most companies‟ internationalisation and FDI are driven by 

multiple rather than a single motive. Internationalisation is motivated by either internal or external 

triggers or a combination of both. Further, business activities can be initiated as a response to 

certain pull and push factors in the competitive environment. Pull factors look at search for profits, 

new market opportunities, competitive advantages as well as possibility of gaining economies of 

scale in operations. Push factors, on the other hand, are issues of overcapacity and production as 

well as increased competitive pressures as a result of saturation in existing markets (Meyer and Yen, 

T. T. Tran 2004; UNIDO 2006; Meyer, Wright, and Pruthi 2009). 

 

Engaging in strategic alliances has become highly popular strategies for entry into international 

markets (Lane & Beamish, 1990; Osborn & Hagedoorn, 1997 in (Hitt et al. 2000, 449-467) because 

alliances are designed to allow partners to share risk and resources, gain knowledge and obtain 

access to markets with a shared effort. Despite the emphasis in business literature on strategic 

alliances, there are several dissatisfactions with the actual outcomes and many are directly 

unsuccessful because of the difficulty of selecting the right partner (Madhok & Talman, 1998 in 

(Hitt et al. 2000, 449-467) ). 

 

So far, the primary emphasis of the discussion has been on external market factors influencing 

companies‟ attitude towards internationalisation. In order to discuss the international business 

literature from a broader perspective, the following section highlights some of the more internal 

strategic aspects influencing company behaviour in relation to entry strategy.  

 

2.1.3 Strategic Aspects of Internationalisation  

“Strategy is likely to be concerned with the long term direction of an organisation and can be seen 

as the matching of the resources and activities of an organisation to the environment in which it 

operates or as building on an organisation‟s resources and competencies to create opportunities” 

(Johnson & Scholes, 2002). 

 

Whereas Dunning and transaction cost theory assumes perfect market information, basing market 

entry decisions on rational choices, the Uppsala model takes a slightly different approach to 
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internationalisation (Whitelock 2002:345-346). Here, emphasis is on the role of path dependency, 

believing that internationalisation takes places through an incremental and stepwise approach and 

MNEs. Companies are thus more likely to expand into markets with less psychic distance and 

similar consumer preferences as the companies‟ home markets (Johanson and Valhne 1977, 23-32). 

This means that companies‟ initial steps into international activities go through low risk entry 

modes such as exporting (Domingues & Sequeira, 1993 in (Aulakh, Kotabe, and Teegen 2000: 8) 

(Whitelock 2002: 342). With the incremental approach, expansions into more distant markets are 

only initiated as knowledge about these markets is slowly acquired through long-term business 

activity (Whitelock 2002, 342)). Export strategies can increase market coverage of companies‟ 

products and services by targeting similar customer segments across countries (Aulakh, Kotabe, and 

Teegen 2000: 8). According to the organisational learning perspective developed by Kogut and 

Zander (1993) and internationalisation theory (Johanson and Valhne 1977, 23-32), export 

companies can leverage their accumulated knowledge of one country to target other markets, 

because new knowledge and learning is created through previous experiences (Kogut and Zander 

1992: 384).  

 

In the strategic decisions of MNEs there has often been a tension between the pressure to globalise 

versus the need to stay local and serve individual customers (Buckley and Ghauri 2004: 87). The 

advantages of international operations are cost-based, maximising economies of scale and other 

market related and asset seeking motives to achieve efficiency as already touched upon.  

 

Much of the global strategy literature was previously focused on and explained by the performance 

and the influencers on companies‟ behaviour. Focus was on market structures, competitors and the 

rivalry between them, neglecting the internal characteristics of companies (Koo, Koh, and Nam K. 

2004: 164).  

 

The resource based view (RBV) of strategy is a useful add-on to the discussion on the revised focus 

on internal, company specific resources. We can use the RBV to analyze how different resource 

endowments lead firms to pursue alternative strategies to attain competitive advantages in foreign 

locations, and to grow international operations. The RBV emerged based on Selznick‟s (1957) 

seminal work on “distinctive competences” and on Penrose‟s (1959) argument that companies are a 

collection of resources and their performance depends on their ability to use these resources 

(Hoskisson et al. 1999, 417; Meyer, Wright, and Pruthi 2009). It has a coherent and integrative role 

that places it well ahead of other mechanisms of strategic decision-making and it became especially 
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dominant in the 1990s (Hoskisson et al. 1999, 417; Meyer, Wright, and Pruthi 2009; Uhlenbruck, 

Meyer, and Hitt 2003, 257-282). The resource based view proposes that competitive advantage and 

superior performance are driven by companies‟ exact resources and are embedded in organisational 

behaviour and actions, which include simple routines and competencies in organising and directing 

the firm. These resources vary between companies and, as a result, different strategies emerge. It 

further highlights the fact that a firm‟s capabilities change along with the evolving environment and 

thus provide persistent advantages (Hoskisson et al. 1999, 417).  

 

Resources created by increasing, experiential learning facilitate subsequent foreign entries. In 

particular, prior host country experience likely reduces costs of subsequent business activities at the 

same location (Delios and Henisz, 2003), thus reducing dependence on local partners and their 

organizationally embedded resources. When a foreign investor has built-up local knowledge and 

therefore already possesses local resources (such as reputation) it is likely to motivate other firms to 

pursue a high resource-augmenting entry. More generally, local experience reduces the need to 

access local knowledge through local partners (Meyer, Wright, and Pruthi 2009).  

 

The knowledge-based view shares the same focus on internal resources as RBV to explain certain 

types of entries. It also suggests that firms exist, because they have the ability to share and transfer 

knowledge of individuals and groups. If firms realize these strategic processes they are likely to 

generate competitive advantages, which will enhance their capabilities and performance (Kogut & 

Zander, 1992, 1993 in) (Hoskisson et al. 1999, 417; Meyer, Wright, and Pruthi 2009). Further, there 

is an increasing idea that investment across borders to a large extent is driven by a company‟s 

knowledge assets (Almeida, P., Jaeyong, S., Grant R. 2002: 148). However, knowledge is created in 

companies‟ home base and is diffused abroad in the form of new products and processes (Teece 

2004: 137). Along with the emergence of the knowledge-based view, the development of 

knowledge and core competencies has gained strong support. Recent knowledge literature displays 

knowledge as the distinction between tacit (embedded in individuals and organisation context) and 

explicit (specifiable and formalised) knowledge (Connell, N. A. D., Klein, and Powell 2003:141). In 

knowledge transfer, the challenge is to develop new competencies by transferring and integrating 

knowledge from external sources into the firm‟s knowledge database.  In order to efficiently 

communicate the essence of tacit knowledge among the company‟s different divisions, the different 

parties need to be able to trust and relate to each other in order to find mutual understanding. This 

can be achieved through the development of a shared social identity (Connell, N. A. D., Klein, and 

Powell 2003). 
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Beyond exploitation of existing resources, foreign entry can also be seen as a way to augment a 

firms‟ resource base by (internal) exploration of existing knowledge through organizational learning, 

and (external) access to complementary knowledge (Meyer, Wright, and Pruthi 2009). 

 

The actual components of global strategy have been widely discussed by different authors. There is, 

however, a mutual recognition that global strategy is driven by two important aspects: international 

expansion and global integration (Tallman 2006: cph 16). Firstly, the theoretical base of 

international expansion has its starting point in the assumption that the more MNEs can influence 

their resources beyond their borders, the greater are the benefits for the company in new as well as 

home markets. These benefits appear in the shape of economies of scope and scale, access to new 

consumer segments, entry into new upcoming and less competitive markets, and building a key 

position in the market compared to competitors. On this basis, a competitive frame to the MNE is 

accumulated (Tallman 2006: cph 16).  

 

Global integration, the second essential component of a global strategy, is the process of integrating 

companies‟ global activities into a single common and global strategy. This is done through a 

network of differentiated, but integrated, subsidiaries and alliances. According to Michael Porter 

(1986), this global integration takes place in response to a decentralisation within MNEs .The 

coordinating activities across units can then take advantage of the firm‟s capabilities in the various 

markets (Tallman 2006). Further, to integrate these activities, companies must understand that its 

strategy is not only affected by forces in the surrounding environment and trends in the markets as 

well as availability of resources, but to a high degree by the values and expectations of stakeholders 

as well as the CEO who has a decision-making position in the company‟s strategic direction. These 

must be commonly shared since they set the actions for the expansion and boundaries of the firm 

(Johnson and Scholes 2002: 103). Global integration can be seen as an answer to ease the pressure 

to constantly stay efficient – a pressure which companies are subjects to in the global environment. 

It can therefore be a competitive advantage for the firm to achieve global integration, through global 

flexibility and cost optimisation. Integration is particularly evident in the application of strategic 

management theories as resource based view and the focus on firm specific resources as highlighted 

earlier in the section.  

 

It is widely known that strategies serve as guidance to the firm and require major internal resource 

changes in the company. As an example, strategic decisions to expand geographically have 
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significant implications on internal resources in terms of the need to build and support a new 

customer base abroad. Strategies needs to be considered, not only in terms of the extent to which 

the firm‟s existing resources are capable of embracing new opportunities, but also on what 

knowledge can be obtained in the new market and used to develop and consider further strategic 

decisions.  

 

2.1.4 Summary 

In this initial theoretical insight into the IB literature, we have learned that companies no longer 

have a choice with regard to getting involved in cross-border operations, because they are already 

part of it in that they are an inevitable element of global competition. Thus, one of the key strategic 

decisions for companies is to maximise or sustain profits in order to survive in a world of 

uncertainty and complexity. Nevertheless, when companies target markets, frontiers still matter. In 

order to succeed, the market‟s characteristics must be taken into consideration when formulating 

strategies.  

 

The generic literature on internationalisation addresses the issues of why companies should venture 

into global operations and what the optimal configuration of such expansion should be. Much of 

this is organised through the eclectic OLI paradigm. More specifically, ownership advantages relate 

to control, costs and benefits of inter-firm relationships, location advantages concern resource 

commitment, availability and costs of resources, and finally, internalisation advantages refer to the 

concern for reducing transaction and coordination costs. Another common theory in entry studies is 

transaction cost analysis. According to the transaction cost theory, firms select the international 

mode of entry that provides them with the most efficient form of governance.  

 

The various reasons for internationalisation provide us with an understanding of how firms‟ 

behaviour across borders depend on the motives they pursue, ranging from resource, market and 

efficiency to strategic asset seeking. What is important to remember is that most MNEs‟ motives are 

explained by several reasons rather than by a single one. 

 

The traditional Uppsala model of a firm‟s internationalisation process explains how a firm 

internationalises on the basis of the firm‟s experiential learning model. The model proposes that a 

firm's existing foreign market knowledge determines the kind of commitment decisions that the 

firm can make to the target market. The central element of this model is gradual acquisition, 
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integration and use of knowledge about foreign markets and operations through incremental 

commitments.  

 

A more explicit focus on the influence of firms‟ internal characteristics on formulating entry 

strategies is included in the RBV and knowledge-based view. The RBV provides a tool for 

analysing how firms‟ resource endowments and knowledge in particular, generate competitive 

advantages and drive corporate growth. Further, previous experiences, market imperfection and 

development of knowledge are highly significant elements in this development across borders. It is 

therefore argued that through accumulate experiences in foreign markets, companies can gain local 

knowledge and experience and develop routines for dealing with further activities across borders.  

 

Despite this comprehensive insight into the IB literature, it is not addressed how the different 

variables are affected when operating in a non-traditional market context. Thus, it has not become 

clear whether there are any differences or if diverse opportunities exist in such markets. The next 

section will therefore elaborate on the variables with which companies are faced when operating in 

an emerging market context. This way, we can add new aspects to the IB literature and further 

develop our knowledge on how to determine entry strategies in non-traditional markets before 

moving on to the actual literature on least developed countries.   

 

2.2. Emerging Market Literature  

This section adds to our understanding of why Arla Foods should enter sub-Saharan Africa, which 

markets to enter, and how to do it (in terms of choices of entry mode, timing & commitment as well 

as market positioning), by focusing on the characteristics in emerging markets. The reason is that 

to a large extent data has been collected about these markets and the focus here is explicitly on 

non-traditional characteristics; characteristics that companies need to address when formulating 

entry strategies in markets that do not follow traditional patterns. This is accomplished by 

elaborating on the assessment of the market, the institutional view and the pace of entry.  

 

2.2.1 Assessing the Market  

Although advanced economies account for most of the global market activity many countries deal 

with structural changes such as economic stagnation, saturating demand and ageing populations. 

Against this, emerging markets have risen to become the fastest growing markets (Rahman and 

Bhattacharyya 2003: 141). Emerging economies are new markets and widely referred to as the 
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regions of the world that are experiencing rapid development under conditions of limited or partial 

industrialisation (Meyer 2004a, 259-276; London and Hart 2004, 350-370; Hoskisson et al. 2000, 

249-267) 

 

Hymer observed already in the 1970s that MNEs needed newly industrialised countries in order to 

create new markets and extend their productive base globally (Pitelis 2002). With established 

markets becoming saturated, MNEs increasingly turn to emerging markets for new growth 

opportunities. According to Hoskisson emerging markets are far from homogenous and are in 

various contexts defined differently (Hoskisson et al. 2000: 259). Yet, there is a mutual 

understanding among researchers that emerging economies typically refer to countries from the 

third world that fulfils certain non-traditional criteria. For one thing, emerging economies are low 

income countries that have experienced substantial economic growth over the course of ten years or 

so with governments working through a liberalisation process that increasingly opens for foreign 

direct investments (Hoskisson et al. 2000: 249). The main economic drivers for emerging markets 

in this respect have primarily been the so-called BRIC countries (Brazil, Russia, India and China). 

Khanna & Palepu (2005) characterise the main obstacles for companies to do business in emerging 

markets as the institutional voids (discussed in detail in the next section) that exist in the market. 

This includes a lack of so-called soft infrastructure, which companies from the developed 

economies are used to in their home markets. As a result most western-based companies have 

primarily been focusing on markets familiar to their home market (something which was also 

highlighted in the previous section concerning the Uppsala model). Given the context surrounding 

emerging markets, MNEs often enter these markets with export, which is the dominant mode of 

their foreign market participation (Aulakh, Kotabe, and Teegen 2000, 342-361) .   

 

Previously, markets in emerging economies were often latent and unknown because western brands 

were unable to gain foothold in these markets due to either protectionist policies from local 

governments, political instability or simply a lack of potential in terms of general economic 

purchasing power (Arnold and Quelch 1998:10-11). As emerging economies have developed and 

pursued a more open market economy, there is much higher sales potential than most conventional 

models for market entry propose (Arnold and Quelch 1998, 7-20). Yet, assessing market potential 

in emerging markets can be difficult especially due to lack of reliable data on current facts and 

trends, including household expenditure levels or total industry sales within specific product 

categories. As a result, undertaking reliable assessments of total market potential in these 

economies require other and new approaches for understanding the significance of factors, 
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influencing the potential. The measurement factors which are promoted in the literature include 

economic growth, population growth and GDP per capita (Arnold and Quelch 1998:13-15). 

 

Assessing long-term market potential is predicting the timeframe for potential profitable returns of 

investments made in emerging markets. Arnold & Quelch (1998) propose a framework that divides 

emerging markets into four distinct categories (Figure 6). This is done in order to distinguish 

between the very heterogeneous groups of countries that are categorised under the term emerging 

economies. Leading emerging markets (A) score well in terms of long-term market potential as well 

as opportunities to sustain and convert profits in the short-term. BRIC countries as well as 

Indonesia are the main drivers of emerging economies and attract by far the largest proportion of 

FDI to emerging markets.  

 

Trailing markets (B), on the other hand, pose low 

scores in both long-term market potential as well as 

the prospects of converting profits in the short run. 

These countries rarely attract inward investments 

and are primarily situated in sub-Saharan Africa and 

South Asia. As will be touched upon in the section 

on LDC literature, potential business opportunities 

may however still exist when approaching these 

markets with a different perspective.  

 

 

Distinguishing between the top and worst economic performers of emerging economies is a less 

complicated task as such, since using statistical indicators such as GDP and inward FDI are fairly 

straightforward (Arnold and Quelch 1998: 13-15)(Connell, N. A. D., Klein, and Powell 2003). The 

complexity arises in distinguishing the broad group of countries in-between the above-mentioned 

opposite categories. For this blurred group of countries, the main task is to assess the actual 

difference between long and short-term attractiveness. Understanding and gaining the optimum of 

these markets‟ potential require an understanding of possible market approaches for companies to 

embark on. In countries where the long-term market potential appears beneficial, while troubles 

arise in converting this potential into short-term profit gains, the most appropriate entry strategy is 

to adopt a so-called platform investment (C) strategy .This involves establishing a strong presence 

in major cities and adapt strategies flexible enough to either rapidly scaling up or down investments 

Figure 6, Arnold & Quelch (1998) 
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depending on how well the potential of the given country is effectuated. Where the opposite factors 

are present, i.e. lower long-term market potential, but good options for short-term profit gains, a 

more aggressive investment (D) approach seems more viable. The more aggressive approach is seen 

as necessary in order to capitalise on the short-term business potential as well as build up the 

necessary marketing skills in the country. Arnold & Quelch (1998) thus argue that countries such as 

Chile, the Czech Republic and South Africa fall under this categorisation and should be viewed 

upon as regional entry points. This additional element calls for further investments in order to build 

an organisation capable of managing the marketing activities that are able to support a multi-

country operation. 

 

Assessing potential markets is the initial step. The next step is defining 

which segments within these markets that represent the largest potential 

for the product/service in question. According to Khanna & Palepu (2006), 

four distinct market tiers characterise emerging markets: the global, glocal, 

local and bottom tier, as outlined to the right (Tarun Khanna and Krishna 

G. Palepu 2006: 63-64). In the global tier consumers desire products that 

live up to the same quality and attributes of goods from developed 

countries. These consumers are also willing to pay global competitive 

prices for the products. In the second tier the so-called glocal consumers 

strive for products with global quality standards but adjusted to local 

features at slightly less-than-global prices. In the third tier the local 

consumer segment wants locally adapted products at local, affordable 

prices. Finally, the bottom-of-the-pyramid segment (BOP) possesses the 

lowest individual buying power and can only afford the most inexpensive 

products (Tarun Khanna and Krishna G. Palepu 2006: 65).  

 

Companies on the verge of entering into emerging markets are often faced with a trade-off between 

pursuing a global brand strategy for the premium market versus large scale and cost-efficient 

production aimed at the mass market at the base of the economic pyramid (Meyer and Yen, T. T. 

Tran 2004). Whereas the former brand strategy aims at gaining large profit margins per unit sold, 

the latter approach looks at the prospects of earning fewer margins per unit, while becoming 

profitable by sheer volume sale. There seems to be strategic feasibility for both strategies in 

emerging markets. In particular, the companies that manage to combine the strategies of building 

strong global brands with products aimed at consumers at the lower end of the economic pyramid 

Figure 7 Income segments in 

Emerging Markets (Khanna 

& Palepu, 2006) 
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are likely to gain the greatest benefits of the very diversified income segments in the emerging 

economies in terms of increased revenue and consumer loyalty (Meyer and Yen, T. T. Tran 2004:4-

5).  

 

Researchers have suggested that in pursuing the top of the market in emerging markets, MNEs can 

rely on proven global capabilities to incrementally adapt existing business models based on 

controlling resources, extracting knowledge and leveraging economies of scale and scope (Bartlett 

and Ghoshal in (London and Hart 2004: 354).  Further, the top of the pyramid‟s customers are also 

referred to as global elite and the global teenager (Hassan and Kantsanls in (London and Hart 2004: 

355). Even though this segment is expected to have similar demands and patterns similar to the 

western pattern, it is important to note that not all countries follow this development pattern towards 

western trends. Further, the vast majority of the population in these markets is excluded from the 

segment. 

 

Combined with a lack of adequate information about the market, western-based companies, to a 

strong degree, feel discouraged about the prospects of limited success in the short term. On the 

other hand, once companies manage to become established brands in these markets, they have 

gained tremendous stronghold and power both in the local as well as the regional markets (Khanna 

& Palepu, 1997: 41-43). In countries with low wages, there are opportunities to make people-

intensive marketing approaches, which apply both in terms of numbers of hired marketing staff, but 

also allow smaller and more frequent deliveries to outlets (Meyer and Yen, T. T. Tran 2004: 10-11).  

 

Further, economic growth is often perceived to result in increased demand for premium imported 

goods. Yet, companies should not believe that emerging markets can serve as new markets for its 

mature products in the home market. This has to do with the middle and high-end consumers in 

emerging markets being well aware of the latest trends in the advanced economies owing to their 

access to the Internet and overseas TV programmes (Rahman and Bhattacharyya 2003, 141). This 

shows that companies must still adapt to local demands in order to stay competitive. In addition, 

companies should also be aware that the middle class consumes both high and low price products 

(Rahman and Bhattacharyya 2003: 143). This implies that a first mover should have a wide product 

portfolio in order to meet the demands of the various groups and to have wide market coverage 

(Rahman and Bhattacharyya 2003, 141).   
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The correlation between economic growth and increased sophistication towards foreign brands and 

products is not necessarily a valid perception for companies in relation to emerging markets. 

Research in China has shown that less than 15 percent of consumers are willing to pay a premium 

price over equivalent goods produced locally (Arnold and Quelch 1998:16-17). This implies that 

MNEs increasingly have to compete with local brands for consumers in emerging markets. Global 

brand premiums are thus more likely to be vulnerable in these markets.  In order for MNEs to grow, 

the acquisition of local brands, which are to be positioned together with the companies‟ existing 

global brands, might then be the only viable solution for growth (Arnold and Quelch 1998, 7-20).   

 

As companies increasingly start to target markets in emerging economies, and in particular the 

lower segments of the population, social programmes have also risen (London and Hart 2004, 350-

370). According to London and Hart, social responsibility performances do matter and companies 

operating in these segments and economies are pressured to take on a greater role in addressing the 

target country‟s societal issues of poverty, malnutrition and environmental problems (London and 

Hart 2004, 350-370). Social projects in these markets are often aimed at positioning companies‟ 

brand in the local market through marketing approaches different from conventional marketing 

campaigns in home markets. In other words, socially responsible activities initiated in local markets 

not only target home country stakeholders but are also a strategic marketing tool to build strong 

brand awareness as well as loyalty in local markets (Pieter den Hollander, Leon , 1).  

 

Another key factor in the EM literature is the attention and extent of institutional voids, which both 

influences the market assessment, but also explicit influence the choice of entry. An insight into 

these factors is therefore in the following section given.  

 

2.2.2 The Institutional View 

The transaction cost approach assumes perfect market information and thereby knowledge about the 

costs of applying certain entry modes for international expansion (Whitelock 2002:345-346). 

According to theory, market entry decisions are made in a rational manner based on the information 

of the cost of a transaction. However, increased focus on emerging markets and least developed 

countries challenges the TCT and, to come around this dilemma, combine different theoretical 

perspectives to extend the TCT and to explain MNEs‟ strategic intent to enter emerging markets by 

applying the institutional perspective (Meyer, K. in Wright et al. 2005: 4) (this elaboration will 

follow in the EM literature). 
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The influence of the external environment has long been featured in the literature. Supplementary, 

focus on institutions has dominated the research on emerging markets. A number of scholars 

suggested that companies need to take into account wider influences from sources such as the state 

and the society when crafting and implementing their strategies. These influences are broadly 

considered as institutional frameworks. Since no firm can be immune to institutional frameworks in 

which it is embedded there is hardly any dispute that institutions do matter (Peng 2002: 251).  The 

role of institutions in an economy is to reduce both transaction and information costs through 

reducing uncertainty and establishing a stable structure that facilitates interactions (Hoskisson et al. 

2000: 253) .  

 

Different definitions of institutions exist. According to North (1990), institutions are the “rules of 

the game in a society or, more formally, the humanly devised constraints that shape human 

interaction”. Scott (1995) defines institutions as “cognitive, normative, and regulative structures and 

activities that provide stability and meaning to social behaviour”. Peng defines institutions as „the 

set of fundamental, political, social and legal ground rules that establishes the basis for production, 

exchange and distribution‟ (Peng 2002: 252). Peng further suggests that in situations where formal 

constraints fail, informal constraints will come into play to reduce uncertainty and provide 

constancy to organisations (Peng 2002: 253). No matter which definition you adhere to, the 

institutional theory has gained influence during recent years and current research on emerging 

markets has pushed the institutional theory to a leading position on the strategy research agenda 

(Wright et al. 2005: 6). Peng argues that institutions should be seen as independent variables in 

creating firm strategy, and when focusing on the dynamic interaction between institutions and 

companies, the outcome is strategic choices for the MNE within the given macro economic context 

(Peng 2002: 253).  

 

In terms of business strategy, there is substantial room for integrating the more established 

resource-based view with the emerging institution based view of business strategy. The institution 

based view supplements and enriches mainstream strategy research by drawing attention to the 

often overlooked importance of institutions, both formal and informal (Peng 2002: 261).   

 

A more practical side of the consequences of institutional voids includes the aspect of MNEs, which 

are accustomed to creating competitive advantage through patents, brands and contracts and are 

cautious of entering markets in which their proprietary technology and knowledge cannot be 

protected by enforceable legal mechanisms (Delios and Henisz in (London and Hart 2004: 353). 
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Further, due to the scarcity of high-quality educational institutions, the labour markets lack well-

trained people and companies must often fill the voids (Meyer and Yen, T. T. Tran 2004). To 

address these uncertainties MNEs entering these markets look for ways to overcome limitations in 

the business environment. Companies design boundaries to protect internal resources and 

capabilities to fill voids in the business environment (Khanna, Palepu, and Sinha 2005, 63-76).  

 

Yet, limitations of institutional voids can allow enterprises to react to and play a more active role in 

an institutional environment if companies have an adaptive ability that allows them to move beyond 

institutional constraints (Aulakh, Kotabe, and Teegen 2000, 342-361; Hoskisson et al. 2000, 249-

267). And while companies cannot use the same strategies in all developing countries, they can 

generate synergies by treating different markets as part of the system in their value chain despite the 

differences in e.g. the social infrastructure. This indicates further that the MNE should treat 

emerging markets as sources of knowledge and innovation – a way in which they should engage if 

they wish to secure their future in these markets (Khanna, Palepu, and Sinha 2005, 63-76).   

 

Although emerging economies pose numerous challenges as indicated, the primary reason for 

failures in strategies has less to do with weak local infrastructure (Arnold and Quelch 1998, 7-20; 

Khanna, Palepu, and Sinha 2005, 63-76). Rather, it is a result of miscommunication and 

breakdowns of the relationship between MNEs and local distributors. Foreign companies, operating 

in emerging markets are often compiled to initiate partnerships with local actors due to either lack 

of knowledge of the local market or legislative issues that require establishment of partnerships with 

domestic companies. Forced into a partnership MNEs often lose direct control, ownership and 

influence on local operations (Arnold and Quelch 1998, 7-20)(Arnold and Quelch 1998:17-18). 

 

Due to the characteristics in EMs, companies do also have different possibilities to commit to the 

market via various timing possibilities. The next section therefore draws the attention to the 

discussion about first mover advantages.  

 

2.2.3 Pace of Entry 

The literature on first mover advantages shows that an emerging economy has certain distinctive 

features, which can help a first mover to create value (Rahman and Bhattacharyya 2003, 141). In 

the early stage of a trade liberalisation process foreign goods are not available in sufficient numbers 

in the domestic market and it can thus press up retail prices for the benefit of foreign companies 

(Rahman and Bhattacharyya 2003, 141). Yet, the discussion of whether or not MNEs should engage 
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into pioneering activities in emerging markets is influenced by numerous conditions that shape the 

developments of these markets as we have shown in previous sections. These conditions include 

numerous positive as well as negative implications for the potential of becoming a first mover. The 

potential lies in the emerging market characteristics such as economic, technological, legal/political, 

competitive/market, and socio-cultural conditions (Nakata and Sivakumar 1997, 461). International 

companies can be the first to introduce a new product market, gaining strong reputation and brand 

recognition, advantages of immediate large sales volume as well as a unique opportunity to 

dominate and determine distribution and communication channels in those countries (Hoskisson et 

al. 2000, 249-267). It implies that a first mover attains critical sales before any other competitor in 

an emerging economy (Rahman and Bhattacharyya 2003, 141).  Further, market density in 

emerging markets is often centred around urban areas, and since urban infrastructure is significantly 

better than rural areas, rapid urbanisation can indicate that a first mover can achieve economies of 

scale without being a key player in the entire market (Rahman and Bhattacharyya 2003, 141).  

 

Distribution in emerging markets represents a challenge for foreign companies, because no efficient 

and stable distribution networks exist. This has to a large degree to do with the poor infrastructure 

and lack of stable market conditions which affect the supply of products (Rahman and 

Bhattacharyya 2003, 141). Further, intermediaries may be more interested in immediate gains and 

less focused on the long term price premium and quality which the product could gain. As a 

response, first movers could find it necessary and beneficial to develop own distribution systems 

(Rahman and Bhattacharyya 2003, 141).  

 

As opposed to this view, Arnold and Quelch‟s (1998) studies indicate that conditions in emerging 

economies inhibit the market potential of companies‟ early entry into these markets. Taking this 

perspective into consideration, MNEs should shy away from pursuing first mover advantages in an 

emerging market context due to a number of transaction costs, which are out of the influence of the 

company itself (Arnold and Quelch 1998:10). The primary obstacle for first movers in emerging 

markets is the inability to rapidly commercialise operations and the fact that profits are gained from 

a long-term investment plan rather than short-term gains.  

 

Despite the immediate obstacles of making an early entry into emerging markets, several potential 

opportunities arise for MNEs to introduce products and services in markets at an early level, 

enabling companies to build brand loyalty. Other tangible benefits of early market entry include 

close collaboration and contact with key decision-makers in local and national regulative bodies. 
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Close collaboration with national regulatory, which are often more influential in emerging markets 

compared to developed economies, gives hope for easier access to licenses and grants. 

Relationships with government officials are actually often a necessity for success (Rahman and 

Bhattacharyya 2003: 143). Additionally, as emerging markets gradually open up for privatisation of 

local industries and markets, companies already active in these markets are more likely to be 

positively evaluated in foreign investment-related initiatives (Arnold and Quelch 1998:10-11).  

 

According to Arnold & Quelch (1998) marketing approaches used by companies with success in 

their home markets in the developed world, fail to deal with the marketing challenges that constitute 

emerging market and developing economies characteristics. Companies should, as highlighted, 

consider the potential benefits and constraints of becoming a first mover in new markets. In the 

process of evaluating these advantages, companies will benefit more from taking a demand-driven 

rather than a risk-driven approach to assessing market potential. As an example, the food market is 

often influenced by traditions in the local culture, which thereby influence preferences in terms of 

consumption patterns, tastes as well as the origin of the product (Meyer and Yen, T. T. Tran 2004: 

14). Additionally, customers in developing countries tend to have a stronger brand loyalty, which 

might become a strong barrier for late movers to enter into these markets (Meyer and Yen, T. T. 

Tran 2004). Further, the loyalty and strong belief in foreign brand can also be reflected in price 

setting, because consumers in developing countries often trust the foreign brands in their marketing 

message and are therefore also willing to pay a higher price (Rahman and Bhattacharyya 2003, 141). 

 

2.2.4 Summary 

 

In this section, dominant perspectives from the emerging market literature have been discussed to 

give insight into the factors that shape, influence and determine an entry into markets with 

untraditional traits.  

 

Opportunities in emerging markets exist as a result due to high growth rates and developments. 

However, assessing the scope of the potential appears to be somewhat complicated due to the lack 

of reliable data on current facts and trends. As a result, other approaches should be incorporated to 

provide a more comprehensive understanding of the factors that determine the potential. Yet, 

macroeconomic data such as economic growth, population growth and GDP per capita can still 

establish some preliminary indications of the market potential. More attention has been drawn to the 

opportunities in and the categorisation of the long run market potential, including increased focus 



 40 

on profit and segmentation. Thus, in emerging market, focus should not only be on short-term 

profits but rather on the long-term opportunities, which serve as great potential for the company to 

grow and develop. In terms of market positioning, companies primarily pay attention to the 

premium segment in the emerging market, because of the higher purchasing power among the 

customers and the fact that the company can rely on proven global capabilities. Nevertheless, four 

distinct market tiers characterise emerging markets: the global, the glocal, the local and the bottom 

tier. The company might lose out on large growth possibilities if these different tiers are not 

included in the company‟s strategic considerations. 

 

One of the main concerns of the EM literature with regard to conducting business in EMs is the 

institutional setup, including inadequate capacity of national market institutions and the 

infrastructure, which are essential elements for doing business in a traditional manner. In order to 

get around these obstacles, companies will have to assess the target country‟s market institutions 

and rely on the creation of relationships. On the other hand, companies should be aware that these 

voids may also serve as opportunities when tackled correctly and within the local context.  

 

With regard to timing, the question remains how fast to accelerate commitment to a market. 

Companies can gain advantage from being the first one to enter a market segment in emerging 

markets. This advantage is generated by the fact that the first company to enter a given market will 

most likely be the first to gain control of resources, reach a customer portfolio before the 

competitors as well as build up brand loyalty and cooperation to key actors in the market. On the 

other hand, it can be a heavy investment and thus constitute a risk to the firm.   

 

This section has therefore shed light on the non-traditional characteristics and perspectives, which 

should be incorporated into Arla Food‟s evaluation of and approach to the markets. Both the 

international business literature and the emerging market literature have contributed various aspects 

and variables, providing us with comprehensive knowledge and a base for investigating Arla Foods‟ 

choice of entry into sub-Saharan Africa. However, the literature has not yet been discussed in an 

actual least developed countries context. The following section therefore adds to our acquired 

knowledge by discussing specific literature on variables that affect an entry strategy in least 

developed countries. 
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2.3 Least Developed Country Literature 

Least developed countries, a category in which most of sub-Saharan Africa fall underneath, pose 

different challenges and potential for firms, which the focus on market segmentation will show. 

Consequently, this section touches upon the final element of the overall theories used to analyse the 

case of Arla Foods in SSA. 

 

2.3.1 Market Segmentation 

As the emerging market literature outlined, dividing market segments in the developing world is not 

a simple task. The initial approach for western-based companies doing business in developing 

countries is often to target the high income segments as they appear to have similar preferences and 

purchasing power as consumers in developed economies. Consumers in these segments are easily 

accessible as they are primarily centred around major urban areas, and targeting the urban 

population can diminish the issues of poor infrastructure and institutions that often inhibits effective 

and national distribution systems in these markets (Arnold and Quelch 1998:14). An urban 

population often has education and income levels that enable them to build consumption patterns 

similar to western preferences (Rahman and Bhattacharyya 2003:141). In addition, similar 

consumer preferences in high income segments in developing countries and developed countries 

reduce the need for companies to make radical adjustments to their existing product portfolios. On 

the other hand, multinational retail chains and local retailers have already expanded into semi-urban 

areas, which show that not only urban areas can serve as a potential for sales (Khanna, Palepu, and 

Sinha 2005, 63-76).  

 

The perception is that by pursuing top of the pyramid markets in developing economies, companies 

can rely on their global capabilities to adapt existing business models onto new markets and 

leveraging existing capabilities both in scale and scope (London and Hart 2004:353-354). By 

focusing on this relatively small group of wealthy consumers in developing economies, companies 

might only experience the tip of the iceberg in terms of potential consumers in these markets 

(Hammond et al. 2007). Dawar and Chattopadhyay on the other hand argue for the lack of sense in 

making a country strategy. Instead, it might be more appropriate to develop separate strategies for 

the top, middle and bottom class of the economic pyramid (London and Hart 2004, 350-370). 
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Rahman and Bhattacharyya (2003) indicate that the middle income segments can be divided into 

several tier groups each with distinct buying behaviour. Consumers in these segments are value 

conscious and have varying expectations about product performances. This implies that companies, 

addressing the middle income segment, must provide an extended product line and product life 

cycle than would otherwise be the case in developed markets due to fairly distinct and diversified 

consumer preferences as well as income levels.  

 

Until recently, little attention has been given to the lower income segment in LDCs. The main 

perception is that the poor does not have the purchasing power required to be attractive to 

businesses. However, the Bottom of the Pyramid (BOP) literature argues that aggregate buying 

power of poor communities is significantly high when viewed collectively (Prahalad and Hammond 

2003). Secondly, the perception of the poorest of the poor is that due to their financial situation, 

people are too concerned with fulfilling basic needs. Thirdly, it is a common misperception that 

profit-margins of the goods sold to poor consumers are too small. In fact, studies show the opposite 

tendency where prices tend to be higher in poor (urbanised) areas due to a lack of access to bulk 

discount as well as high interest rates charged from local moneylenders. Finally, there is a 

reluctance to do profit-related activities aimed at the poor due to a common perception that 

companies exploit the poor per se. However, companies‟ engagement into this segment should 

rather be seen as a win-win situation, as providing basic goods and services helps improve living 

standards of the poor while at the same time it is a profitable business for companies (Prahalad and 

Hammond 2003). 

 

The aggregated BOP market constitutes the lower segments of the above-mentioned World 

Economic Pyramid. Together they constitute more than 4 billion people living approximately US$2 

per day or the equivalent of $ 3,000 per year in local purchasing power (Hammond et al. 2007). 

Volume sales rather than margins per unit are crucial when dealing with BOP markets. Individual 

consumers might not have much purchasing power, but when taking the collective purchasing 

power into consideration the picture changes (Prahalad and Hart 2002a). Through its emphasis on 

the significant market potential, existing for businesses in the poorest regions of the world, the 

Bottom of the Pyramid literature in a way counter-argues the argumentation proposed by Arnold & 

Quelch (1998) in their portfolio categorisation of emerging markets (discussed in the previous 

sections).  
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On the other hand, worth mentioning is that the BOP theory does not specifically deal with FDI, 

(Crabtree 2007). Moreover, critical voices have primarily questioned the validity in defining the 

actual size of the BOP market as well as providing relevant private sector-led initiatives to back-up 

the bold statements proposed by the theory. The primary criticism has, however, been concentrated 

on the BOP approach‟s ability to make significant and proposed impacts on alleviating poverty 

(Crabtree 2007).  Others argue that there is a lack of empirical research on strategies for companies 

to learn about the opportunities at the bottom of the pyramid (London and Hart 2004, 350-370). 

 

Overall, building business strategies that aim at serving the bottom of the pyramid poses three 

important benefits for companies. Firstly, new sources of growth potential arise for companies 

dealing with a saturated home market and since BOP markets are new, there are great prospects for 

a high consecutive growth rate. Secondly, costs-saving opportunities are prominent as a result of 

high speed digital technology readily adaptable to these markets. Additionally, profit margins per 

units sold are always low in developing markets, thus keeping companies under constant pressure to 

be efficient in all areas. Thirdly, BOP markets spur companies to be innovative as they require high 

technology solutions. This forces companies to be at the forefront within research and development 

to come up with ideas that fit this market segment, including new approaches to wireless technology, 

e-businesses, problems with power supplies, etc. (Prahalad and Hammond 2003). 

 

2.3.2 Summary 

This elaboration on market segmentation in least developed countries has given us insight into the 

possibilities in which the company has to actively invest. Thus, companies should target business 

operations at the top, middle and the Bottom of the Pyramid (BOP). By doing so, companies can 

achieve important competitive advantages and economic growth. In this context, much attention has 

been given especially to the previously disregarded BOP segment. If companies start recognising 

this segment as consumers, a whole new world of opportunities may open up. Indeed, it is only in 

the last decade that companies have come to realise that, while BOP individuals may only have few 

dollars a year to spend, their accumulated disposable income represents a considerable purchasing 

power. Yet, serving the poorest consumers in the developing world requires significant strategic 

considerations and companies need to restructure their approaches to new market opportunities. In 

spite of the potential benefits, a reluctant attitude remains to fully probe the ways in which 

companies can deliver products that meet basic needs and integrate low-income consumers into 

their business strategy. On the other hand, the proposition that fortunes are readily accessible 
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through innovative business models that cater for the under-served has generated considerable 

excitement among western global companies. 

 

The assessment of the international business, emerging markets and least developed countries 

literature has resulted in a number of factors and variables being identified, which influence the 

choice of Arla Foods‟ entry, its choice of location and how to prepare an entry in terms of entry 

mode, timing, commitment and market positioning. With this wide-ranging theoretical insight, there 

is a need for establishing an overview and a framework that enables an extensive understanding of 

the variables that influence the entry strategy in sub-Saharan Africa. The development of an 

analytical framework for Arla Foods in SSA can therefore serve as guidance for our analysis and at 

the same time assist Arla Foods in their entry formulation. This conceptual analytical framework is 

presented in the following section. 

 

2.4 Proposing an Analytical Framework 

As identified in the previous sections formulating an entry strategy for Arla Foods in sub-Saharan 

Africa is a process of integrating three important issues, namely  i) why Arla Foods should enter 

sub-Saharan Africa, ii) where and which markets to choose, and iii) how to enter these markets in 

terms of entry mode, timing, commitment and market positioning. Applying the knowledge acquired 

in the international business, emerging markets and least developed countries‟ literature, this 

section proposes an analytical framework that addresses the variables affecting Arla Foods‟ entry 

strategy into sub-Saharan Africa. The purpose of the analytical framework is thus to support the 

process of answering the overall research question. 

 

As outlined in the theoretical discussion in the previous sections, the manner in which companies 

venture from domestic to new geographical markets highly affects the success rate of their overall 

business mission. Choosing the right entry strategy is therefore an imperative decision that requires 

a high level of resources and planning.   

 

In the theoretical review, attention has been given to the need for a market assessment that fully 

identifies the potential and thereby indicates the initial answer to why an entry should take place. 

Thus, a market assessment presents the scope and conditions of the market and industry, in which 

Arla Foods would operate. In other words, an assessment would also identify Arla Foods‟ potential 

customers, where they are and how Arla Foods can attract them (Prahalad and Hart 2002a; Meyer 
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2008; Tallman 2006; Lasserre 2003; Arnold and Quelch 1998, 7-20; Hoskisson et al. 2000, 249-

267; Tarun Khanna and Krishna G. Palepu 2006, 60-69; Khanna, Palepu, and Sinha 2005, 63-76).  

 

In addition, the need for an assessment of resources available in the company (Arla Food) has  been 

identified, since an entry strategy has to match the needs and resources of the company pertaining to 

the opportunities and constraints in the local environment (Meyer 2008; Meyer and Yen, T. T. Tran 

2004; Lasserre 2003; Hoskisson et al. 1999, 417; Meyer, Wright, and Pruthi 2009). Such attention 

to the internal factors is supported by the resource-based view, which was introduced back in the 

late 1950s, but became especially dominant in theory research in the 1990s (Hoskisson et al. 1999, 

417; Meyer, Wright, and Pruthi 2009). This view gives us insight into how the resource 

composition of a firm influences and determines the formulation of an entry strategy. In supplement 

to this view, focus was also directed on knowledge generated by the firm, which further underlines 

how the scope of knowledge affects the company in its international activities and thereby also 

entries (Meyer, Wright, and Pruthi 2009; Johanson and Valhne 1977, 23-32; Kogut and Zander 

1992, 383-397; Teece 2004; Connell, N. A. D., Klein, and Powell 2003). Collectively, these views 

supplement the focus on the market in that they add attention to the internal factors when 

determining the choices available to Arla Foods. This way, we can assume that Arla Foods‟ choice 

of an entry is based on the combination and interplay of internal and external factors. The following 

section will therefore elaborate on the external and internal factors and their variables, which have 

been identified in the theoretical review to determine the choice of entry, where to enter and how to 

enter in terms of entry mode, timing, commitment and market positioning.  

 

External factors 

As highlighted in the literature, the application of selected macro economic data can provide a 

broad assessment of the overall market demand. GDP growth figures establish a rough estimate of 

the anticipated size of the market, while GDP per capita indicates the consumption level of a given 

population. Although, macroeconomic indicators should not be considered in isolation (Lasserre 

2003; Arnold and Quelch 1998, 7-20), they provide good substitution to the lack of data in an 

emerging markets‟ and least developed countries‟ contexts (Arnold and Quelch 1998, 7-20). Thus, 

the emerging markets literature highlights that the size and growth of the population, the degree of 

urbanisation and characteristics of consumption patterns can give a more comprehensive 

understanding and assessment of the market (Ndambi and Hemme 2007, 8-10; Arnold and Quelch 

1998, 7-20; Rahman and Bhattacharyya 2003, 141; Temu and Temu 2005; FAO 2007) . The 

literature draws attention to market segmentation as a way to assess both emerging markets and 
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least developed countries (Hammond et al. 2007; Prahalad and Hart 2002a; Prahalad and Hammond 

2003; Arnold and Quelch 1998, 7-20; London and Hart 2004, 350-370; Khanna, Palepu, and Sinha 

2005, 63-76). In the least developed countries literature, special emphasis is given to the Bottom of 

the Pyramid (BOP) segment. Although this segment is often overlooked by companies it provides 

comprehensive potential since it constitutes the largest consumer group in least developed countries. 

(Hammond et al. 2007; Prahalad and Hart 2002a; Prahalad and Hammond 2003). Together, these 

variables have been identified to influence why to enter, where to enter and how to enter in terms of 

entry mode, timing, commitment and market positioning. When assessed collectively, they can 

provide a comprehensive review of the conditions external to the company conditions.  

 

An industry and competitive assessment uncovers to the conditions that more explicitly affect the 

scope, trends and outlook of the business potential. (Lasserre 2003). The emerging market literature 

more distinctly addresses the potential that the company has with emphasis on early mover 

advantages and obstacles (Meyer 2008; Meyer and Yen, T. T. Tran 2004; Arnold and Quelch 1998, 

7-20; Rahman and Bhattacharyya 2003, 141; Hoskisson et al. 2000, 249-267; Nakata and 

Sivakumar 1997, 461). As a result, the structure of the industry and competitive setup influence 

Arla Foods‟ choice of entry. 

 

In the IB literature, it was highlighted that one of the most important variables affecting the 

attractiveness of the markets was the scope and coverage of (legal) institutions (Meyer 2002; Peng 

2002, 251). Moreover, the EM literature strongly emphasises the importance of institutions, because 

they set the rules of the game in a society for the company to follow and adjust to. In fact, 

institutions should be seen as independent variables when formulating a strategy (Hoskisson et al. 

2000, 249-267; Peng 2002, 251). This way, the institution-based view supplements mainstream 

strategy research with often overlooked social, legal and political factors (Peng 2002: 261). 

Institutions therefore represent an influencing variable in the formulation of Arla Foods‟ entry and 

commitment to SSA. 

 

Internal factors 

The influence of internal factors on a company‟s entry was already identified in the RBV in the 

1950s, the following knowledge-based view and in the Uppsala model (Hitt et al. 2000, 449-467; 

Meyer, Wright, and Pruthi 2009; Whitelock 2002, 342; Johanson and Valhne 1977, 23-32; Kogut 

and Zander 1992, 383-397; Connell, N. A. D., Klein, and Powell 2003; Guillen 2000, 362-380; 

Isobe, Makino, and Montgomery 2000, 468-484). Here attention was drawn to companies‟ previous 
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experience in order to make them utilise this experience to pursue different strategies to attain 

competitive advantage in foreign locations and to grow internationally (Meyer, Wright, and Pruthi 

2009; Johanson and Valhne 1977, 23-32; Johanson and Valhne 1977, 23-32; Kogut and Zander 

1992, 383-397; Teece 2004; Connell, N. A. D., Klein, and Powell 2003; Guillen 2000, 362-380; 

Isobe, Makino, and Montgomery 2000, 468-484; Whitelock 2002, 342). This supports the view that 

companies‟ past experience defines the organisational boundaries and that the individual company 

is driven by its path dependency. 

 

Moreover, the IB, EM and LDC literature highlight the organisational learning perspective, which 

explains how companies are able to tap and rely on existing resources and capabilities developed 

elsewhere and exploit these capabilities in new market entries. The core argument is that the nature 

of existing resources determines how the company can grow by leveraging own capabilities and 

external resources (Arnold and Quelch 1998, 7-20; London and Hart 2004, 350-370; Dunning and 

Lundan 2008, 573-593; Hennart 1991; Meyer, Wright, and Pruthi 2009). As a result, previous 

experiences and capabilities of Arla Foods have a strong influence on the choice of entry into SSA.   

 

In recognising that neither the external nor internal factors nor accompanying variables can be 

analysed separately, the conceptual analytical framework of this thesis takes into account the 

interrelatedness between the two factors as well as the identified variables.  

 

The analytical framework for Arla Foods in SSA is depicted on the next page to give a clear 

overview of the factors and variables that determine the choice of entry, the choice of markets and 

how Arla Foods should enter in terms of entry mode, timing & commitment and market positioning. 

In sum, the external variables are identified as market, industry & competition and institutions and 

the internal variables are indentified as previous experience and capabilities. As a result it is the 

interplay of both external and internal factors that can provide an answer to what entry strategy Arla 

Foods should pursue in SSA. 
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3. Arla Foods - A Snapshot 

 

This chapter presents a business profile of Arla Foods by 

elaborating on its strategic growth focus in 

internationalisation and products and programmes. 

Collectively, it gives a snapshot of Arla‟s scope and 

involvement in its international activities, to be elaborated 

upon in its choice of entry in SSA.  

 

3.1 Arla Foods - Corporate overview 

“… a key driver in Arla Foods‟ global development is to follow the customer and watch the 

consumers‟ trends” ,                                                                            (CEO Peder Tuborgh, 2007) 

 

Arla Foods is a co-operative owned by 8,522 members, primarily in Denmark and Sweden. 

Combined, they supply 8.3 million kg milk to the co-operative. Its production is equivalent of 

almost 80 percent of all milk production in Sweden and Denmark (Arla Foods 2007a).  

 

Arla Foods was formed in 2000 with the merger between Swedish-based Arla and Danish MD 

Foods and was the first cross-border merger between two cooperatives and is as a result one the 

largest dairy company in Europe. The objective is to be the preferred dairy company by consumers 

and customers in Northern Europe with a wide range of dairy products and in Southern Europe with 

selected ranges of cheese and butter (Arla Foods 2007a; Skøt 2008b).  

 

In its corporate strategy from 2007, Arla Foods reorganised its global organisation by systematising 

into four key business groups: the Nordic market (Denmark, Sweden, Norway and Finland), the UK, 

Consumer International (rest of Europe, the US, Canada and Eastern Europe) and Global 

Ingredients. This way, the organisation was better capable of creating synergies, simplifying 

executive management and increasing the strategic focus of each business unit. The four business 

areas are then to be responsible for everything from production to sales and marketing for their 

respective area (Skøt 2008b).  
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Firmly rooted in Denmark and Sweden, Arla Foods aims at maintaining close links with customers 

in all key export markets. The company relies heavily on its international markets and on the supply 

of milk. Since 2003 more than 60 percent of its revenue is gained outside its home markets of 

Denmark, Sweden, Finland and the UK. With sales offices in 27 countries, 12 production sites 

globally, export to more than 100 countries and through a network and presence of 21 subsidiaries 

in different countries, Arla Foods has a direct presence in its primary export markets such as the 

Middle East, Europe, Eastern Europe and China, indicating that Arla Foods has developed from a 

domestic-based co-operative to a global player with international growth (Arla Foods 2007a; Arla 

Foods 2003). 

 

Today, Arla Foods is one of the internationally leading dairy industries‟ key players and adheres to 

the co-operative movement's concept of one man, one vote (Arla Foods 2007a: 12). Consequently, 

all of Arla Foods' co-operative owners have the right to participate in the Group's decision-making 

process. However, consolidation trends in the global dairy industry are putting pressure on the 

present cooperative movement of the company, bringing discussions for the future of the 

organisational structure. To date, no mutual understanding of how to address these challenges has, 

however, yet been decided (Juulsen 2008).  

 

Investment capital to secure continued growth could come from the current co-operative setup, 

through different enterprise structures, or for borrowed money (Juulsen 2008). Nonetheless, 

sourcing milk from non-members, to keep up with demand already started in 2004 thus showing 

that Arla Foods has slowly introduced a modernisation of its ownership structure to achieve a 

stronger position in the competitive industry (Arla Foods 2004a). The increasing demand in dairy 

products, which are also strongly driven by the BRIC
2
 countries on a global scale (Brass 2008; Arla 

Foods amba 2007b), gives Arla opportunity to grow and gain profits, also in new markets. 

Moreover, Arla wants to buy milk from farms close to the consumers and is at the same time 

strongly dependent on high quality standards and on supply to its export markets (Arla Foods 

2007a: 17).Yet, milk supplies are also a global issue. EU agricultural policy and global shortage of 

milk, with a demand of 14 billion litres in 2006 and a supply of 7.5 billion litres on a global scale 

are in general expected to put downward pressure on the earning power of the dairy sector (Arla 

Foods amba 2007b).  

 

 

                                                 
2
 Brazil, Russia, India and China 
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3.1.1 Financial performance 

Arla Foods‟ turnover for 2007 came in at DKK 47.742 million, which is 2.200 million more 

compared to the turnover in 2006. The rising prices of dairy products in the second half of the year 

had a strong positive impact on the result, whereas the cut in EU export subsidies, falling exchange 

rates and write-downs relating to structural conditions in Denmark and the UK had a negative 

impact (Arla Foods 2007a: 35).  

 

From the above chart it becomes clear that Consumer Nordic is the largest market for earned 

revenue both in 2006 and 2007, followed suit by Consumer UK. Although Consumer Nordic and 

Consumer International experienced similar annual growth rates of around 11 percent, the UK 

dropped by 4 percent and other by 19.23 percent. Thus, the tendency shows that Consumer 

International and Global Ingredients, whose primary markets are outside the traditional home 

markets, are experiencing growth rates of 11.32 and 5.74 percent respectively. Relative in size, both 

Consumer International and Global Ingredients operate in emerging and developing markets, which 

Arla Foods traditionally has swayed away from. New investments in emerging markets such as 

Russia, China and Vietnam, could significantly push up growth rates in these divisions in the future 

(Arla Foods 2007a; Arla Foods 2006b; Arla Foods 2006a). 

 

3.2 Strategic Growth Focus in Arla Foods’ Internationalisation 

“…our strategy in Arla Foods is to focus on our core business, developing existing markets and 

identifying new growth markets…”  

  (Frede Juulsen, Executive Director for BU Milk Powder) 

 

Strategies and investments in Arla Foods are based on the vision that Arla should aim to be the 

dairy company that is best at creating value on a global basis. Arla Foods is working with different 

overall strategies and several division strategies for the different departments and product categories. 

This also illustrates the wide, global presence of Arla Foods and its products. 

 
 Table 2 Annual Report 2007 
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We have compiled and developed the table below to show Arla Foods‟ global activities and 

strategic development path during the last five years. It is based on annual reports as well as 

interviews with key personnel in Arla Foods. Further elaboration of the table is highlighted in the 

following sections, focussing on Arla Foods strategic focus and international expansion.  

 

Table 3: Summary of Arla Foods’ Internationalisation  

 2003
3
 2004

4
 2005

5
 2006 2007 Development 

Home 
Markets 

UK, 
Denmark, 
Sweden 

UK, Denmark 
Sweden 

UK, Denmark, 
Sweden 

UK, Denmark, 
Sweden 

UK, Denmark, Sweden, 
Finland 

Larger home 
market  

Strategic 
Growth 
Focus 

Merger in 
the UK. Own 
label 
products. 
Focus on 
strong 
brands 

Increase export 
and operational 
efficiency. 
Cooperation (milk 
supply)6. Focus on 
strong brands  

Merger focus 
(with Campina). 
Focus on strong 
brands  

Strategic 
acquisitions. 
Diversifying sales. 
Strengthening 
Nordic presence. 
Focus on strong 
brands   

Growth through 
acquisitions and entry 
into new markets. Open 
to new suppliers. Focus 
on strong brands 

Aggressive and 
fast growth. 
Importance of 
identification of 
new growth 
markets. 
Discussion of the 
cooperative setup.  

Consumer 
International 
Strategic 
Focus 

Home 
Markets, 
Europe, 
Eastern 
Europe, the 
USA, Middle 
East, Asia 

Home Markets, 
Middle East, the 
USA, Europe, Asia 

Home Markets, 
Middle East, 
America, Russia, 
Norway, Finland 

Home markets, 
Western Europe, 
Poland, the USA, 
Middle East, 
Canada 

Germany, Poland, 
Russia, the USA, 
Canada, Spain, Greece, 
Middle East7 

Europe, North 
America, Russia 
and the Middle 
East remain the 
focus 

Global 
Ingredients 
Strategic 
Focus 

China, 
Argentina, 
Germany, 
Bangladesh, 
Dominican 
Rep. 

Middle East, 
Eastern Europe, 
China 

China, Dominican 
Rep., Bangladesh, 
Middle East, Latin 
America  

Middle East,  
Algeria, Vietnam, 
China 

Middle East and North 
Africa, West Africa, 
Argentina, China, 
Vietnam 

Spread of 
activities. Focus 
on new markets in 
Africa and 
continuous focus 
on the Middle 
East, China and 
Vietnam  

Sales Office8  NA 21: Norway, 
Finland, the 
Netherlands 
Germany, UK 
France, Spain, 
Italy, Greece, 
Poland, Argentina, 
Brazil, USA, 
Canada,  Saudi 
Arabia, UAE, 
Bangladesh, 
Malaysia, Korea, 
China, Japan 

24: Norway, 
Finland, the 
Netherlands, 
Germany, UK, 
France, Spain Italy, 
Greece, Poland 
Argentina Brazil, 
USA, Canada,  
Lebanon, Saudi 
Arabia,  UAE, 
Qatar, Kuwait, 
Bangladesh, 
Malaysia, Korea, 
China, Japan 

23; Norway, 
Finland, the 
Netherlands, 
Germany, France, 
Spain Italy, Greece, 
Poland,Argentina 
Brazil, USA, 
Canada,  Mexico, 
Lebanon, UAE, 
Qatar, Kuwait, 
Bangladesh, 
Malaysia, Korea, 
China, Japan  

27: Norway,  the 
Netherlands,Germany 
France, Spain, Italy, 
Greece, Poland, Russia, 
Argentina, Brazil, USA, 
Canada, 
Mexico,Dominican Rep., 
Algeria, Lebanon, UAE, 
Qatar, Kuwait, Saudi 
Arabia, Bangladesh, 
Malaysia, 
Vietnam,  Korea, China, 
Japan 

 
 
 
29% increase in 
new subsidiaries 
from 2004-2007 

New Sales 
offices 

NA NA Lebanon, Qatar 
Kuwait 

Mexico. Closed in 
UK and Saudi 
Arabia 

Dominican Rep, Algeria, 
Saudi Arabia, Vietnam, 
Russia. Closed in Finland 

Aggressive 
growth. Focus on 
emerging large 
markets 

Subsidiaries9 NA 18: Denmark, 18: Denmark, 20: Denmark, 21: Denmark,  

                                                 
3
 From Annual Report 2002/2003 

4
 From Annual Report 2003/2004 

5
 From Annual Report 2004/2005 

6
 With partnership with New Zealand Fonterra in the UK and supply from UK non-members, Annual Report 2003/2004 

7
 From the CINplicity and Growth strategy 

8
 Divided differently in the Annual Reports, does here include sales offices, associates with main share  

9
 There is no distinction between subsidiaries in ingredients or fresh milk and processed/secondary dairy products. Here 

a subsidiary is defined when Arla Foods has the majority of shares.  
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Sweden,Norway, 
Finland, Poland, 
Hungary, Czech 
Republic, Italy, 
France, Spain, 
Greece, Saudi 
Arabia, UK, 
Germany, USA, 
Canada, Japan, 
Korea  

Sweden,Norway, 
Finland, Poland, 
Hungary, Czech 
Republic, Italy,  
France, Spain, 
Greece, Saudi 
Arabia, UK, 
Germany, USA, 
Canada, Japan, 
Korea  

Sweden,Norway, 
Finland, Poland 
Hungary, Czech 
Republic, Italy, 
France, Spain, 
Greece, Saudi 
Arabia, UK, 
Germany, the 
Netherlands, USA, 
Canada, , Japan, 
Mexico, Korea  

Sweden,Norway,  
Finland, Poland, 
Hungary, Czech 
Republic, Italy, France, 
Spain, Greece, Russia, 
Saudi Arabia, UK, 
Germany, the 
Netherlands, USA,  
Canada, Japan, Mexico, 
Korea   

 
 
 
17% increase in 
new subsidiaries 
from 2004-2007 
 
 
 
 
 

New 
Subsidiary 

NA NA 0 The Netherlands, 
Mexico 

Russia More presence in 
larger markets as 
Russian and 
Mexico. Further 
expansion in 
Europe with 
subsidiary in  the 
Netherlands 

Production NA 7:Brazil, 
Argentina, 
Sweden, Denmark, 
the UK, Poland, 
Saudi Arabia 

7: Brazil, 
Argentina, 
Sweden, Denmark, 
the UK, Poland, 
Saudi Arabia  

11: Denmark, 
Sweden, the UK, 
USA, Canada, 
Argentina, Brazil, 
Poland, Germany, 
Saudi Arabia, China 

12: Denmark, Sweden, 
Finland, the UK, the 
USA, Canada, Argentina, 
Brazil, Poland, Germany, 
Saudi Arabia, China 

 
 
 
71% increase in  
new locations 
with global 
production from 
2004-2007 
 

New 
Production 

NA NA 0 USA, Canada, 
Germany, China 

Finland More diversified 
global production, 
primarily in large 
key markets  

Total equity, 
DKK million 

7,155 7,361 7,411 7,971 8,145  
 
 
13.8 % increase in 
equity from 2003-
2007 
 

Revenue, 
million DKK10 

47,263 46,351 11,487 45,491 47,742  
 
 
Small increase in 
revenue 1.0 % 
from 2003-2007 
 

% Revenue 
earned 
outside 
home 
markets 

51% 59% 60% 60% 61% Majority of 
earnings from  
markets outside 
the home markets  

Largest 
Market 
(revenue) 

NA UK UK UK UK UK remains the 
largest market of  
revenue 

Number of 
total 
members 

12,758 10,557 10,275 9,406 8,522  
 
 
33% decrease 
in members from 
2003-2007 

Average 
number of 
employees 

17,791 20,076 19,356 17,933 16,559  
 
 
6.9 % decrease in 
employees 
 

 

                                                 
10

 From Annual Report 2007 
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According to CEO Peder Tuborgh, 2007 should have been a year when Arla Foods continued to 

pursue its strategy of focusing on the core business, developing existing markets, and identifying 

new growth markets for export (Arla Foods 2007a). However, 2007 also showed how dependent the 

company is on external factors. The Muhammed crises, increased global food prices, and the effect 

of reduced subsidies affected the customers and the cooperative members. Collectively, these events 

reduced sales. 

 

However, as the table above draws attention to, the main driving force behind Arla Foods‟ 

internationalisation is to consolidate in home markets and the rest of Europe as well as acquiring 

market shares in new upcoming markets. This approach minimises the risks by being less dependent 

on fewer, large markets. 

 

To give an overview of Arla Foods‟ internationalisation process a timeline has been developed that 

represents the last four years activities (no distinction is made between the different divisions in the 

Group)
11

. Here, active involvement excludes simple export transactions and partnerships, while 

including actual establishment of sales offices, subsidiaries, and production facilities as a sign of 

active involvement in the market
12

. The colours represent the various kinds of establishment in the 

table on the next page and show which year the establishment was made
13

.  

                                                 
11

 No information about 2003 is available from Arla Foods on establishments in foreign markets 
12

 This means that export into new markets are not taken into consideration. This is mainly due to Arla Foods‟ low level 

of documentation in export, especially into new markets, which are often more opportunistic (Juulsen 2008; Skøt 

2008c) 
13

 It is not indicated in the table if the establishment was stopped, however this is shown in the chart with the specific 

details  
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Figure 9, own construction 

As the illustration outlines, strong involvement is seen in developed markets with especially sales 

offices, subsidiaries and production sites in home markets, the USA & Canada as well as Saudi 

Arabia among others. Yet, the need for being present in new upcoming markets is becoming 

increasingly evident for Arla Foods. Growth in home markets is stagnating as a result of increasing 

competition, and a weaker dollar, higher oil prices, and rising food prices put pressure on the 

company‟s production expenditure (Juulsen 2008). Arla Foods‟ internationalisation strategy is 

consequently driven by the desire to find new markets with growth potential as is the case with 

ongoing market penetration in emerging markets. The table above therefore illustrates an essential 

development in Arla Foods‟ international activities. Arla Foods is recently growing establishment in 

emerging markets and developing countries with subsidiary in Bangladesh, China and Malaysia and 

production in Brazil, Argentina as the front runners in 2004. More focus was on Arabic states with 

sales offices in Kuwait, Qatar and Lebanon in 2005. In 2006 Arla Foods increased it activities in 

large markets such as Mexico and China with respectively sales office and subsidiary and sales 
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office and production site. In 2007 sales offices in Algeria, Dom. Rep., Vietnam and Russia was 

established. Moreover, a subsidiary was established same year in Russia, which shows Arla‟s 

expectation to grow sales in Russia but yes as much the other emerging and developing countries.  

 

3.2.1 Growth through acquisitions  

In many ways Arla Foods can be said to be market and efficiency seeking in its investments. This 

can for example be seen in their investments into several large countries as the USA, Canada, 

Mexico, China and Russia. Further, investing in several countries can help Arla to diversify and 

reduce its risks. In general, Arla Foods has expanded its number of subsidiaries by 17 percent since 

2004. Increased added value, further investments and acquisitions in selected markets are the key 

components of Arla Foods‟ strategy, which indicates the importance of a fast entry mode in 

growing markets (Juulsen 2008).  

 

Further in 2003, Arla Foods‟ UK subsidiary merged with Express Dairies plc, which meant a 

breakthrough in the UK market (Arla Foods 2003). With this merger new possibilities of combating 

the undersupply of milk among the members open up for a revised idea of the co-operative by 

sourcing from non-farmers to secure export markets and expansion (Arla Foods 2004a). 

Furthermore, Arla Foods and its rival Fonterra of New Zealand started a co-operation with regard to 

the sale of cheese, butter and cream on the British market (Arla Foods 2001). The greater 

involvement in the UK has also enhanced relations with the UK retail sector, which is gaining in 

importance (Euromonitor 2007: 6).   

 

In 2005 and up till 2007 the focus was on stronger strategic acquisitions in key markets, which the 

cooperative merger focus with Campina showed. However, in the final negotiations it turned out 

that at it was not possible to present a merger proposal at present (Arla Foods 2005).  

 

Recently, Arla Foods has acquired companies such as Danish Tholstrup Cheese, owning the strong 

Castello brand, American White Clover Dairy, as well as the remaining shares in its UK subsidiary. 

(Euromonitor 2007: 5). A joint venture has been established in Russia and serves as an attractive 

new market due to its enormous population and the fact that dairy products traditionally constitute 

part of their diet and that there is rapid economic development. With a local partner, Arla Foods 

have set up a joint venture for the sales of cheese and butter (Arla Foods 2007a: 28)(Arla World 

2008: 1). 
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3.2.2 Strengthening the position in the European dairy markets  

To maintain the customers and the shares in the home market, Arla Foods develops new products 

for all consumer groups (e.g. yogi (yoghurt with reduced sugar) and Kelda soup).  

 

Due to the scope and product variation within Global Ingredients and Consumer International, the 

two divisions have different target markets. Consumer International has developed a new 

international growth strategy “CINplicity and Growth”
14

  until 2012. The aim is to drive growth 

through increased market shares and acquisitions in 8 selected markets (Germany, Poland, Russia, 

the USA, Canada, Spain, Greece and the Middle East). Tim Ørting Jørgensen, Group Director in 

Consumer International, believes that the division can create a strong brand position through 

considerable marketing and branding activities. The aim is to create growth and simplicity to the 

division (Arla World 2008: 1). Compared to previous years, Europe remains Consumer 

International‟s focus market alongside the Middle East and North America (the USA and Canada). 

Global Ingredients, on the contrary, has its focus on the Middle East and emerging markets such as 

China and Vietnam as well as moving into the African continent.  

 

3.2.3 Continued focus on the Middle East and new market expansion 

Despite the ongoing growth and expansion options on European markets, Arla Foods acknowledges 

the tendency towards stagnation in traditional home markets. As a consequence, the company is 

open to opportunities to expand into new and more dynamic regions. However, no overall strategy 

has been outlined by the top management when dealing with new upcoming markets. The strategic 

work is placed at the responsible manager desk of each market.  

 

Consumer International, which to a high degree has been affected by the consumer boycott in the 

Middle East with the Muhammad drawings,
15

 is using simplification and growth as the keywords 

for the division‟s 2012 international strategy. As a consequence, reorganisation is ongoing in 

Consumer International where its office in Copenhagen is to be reduced from 70 positions to 

approximately 35. Management and support functions for the Middle East are moving to Dubai to 

get in closer proximity to its focus market and respond quickly to consumer demands (Arla World 

2008: 1,3; Skøt 2008c).  

 

                                                 
14

 CIN as Consumer International 
15

 See appendix 1 for elaboration 
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Global Ingredients is to a large degree focusing beyond its home markets and on the Middle East, 

China, Vietnam, Argentina and Africa (North and West) (Hübschmann and Nielsen 2008; Arla 

Foods 2007a; Juulsen 2008). A joint venture, Mengniu Arla between Arla Foods and China 

Mengniu Dairy in 2006 has embarked on the construction of a new milk powder factory in China, 

which however, has been delayed and subject to comprehensive challenges due to melamine found 

in the partner‟s milk powder (Food product design 2008).  

 

Global Ingredients is with its milk powder product portfolio especially aiming at new markets in 

developing countries. Milk powder targets consumers with different consumption patterns and 

purchasing power compared to the more familiar home market (Hübschmann and Nielsen 

2008)(Hübschmann and Nielsen 2008)() ()Nonetheless, focus from both Consumer International 

and Global Ingredients on the Middle East regions shows that specific markets can be of interest 

across the divisions in Arla Foods. Currently, the company is broadly represented in the Middle 

East with newly established regional head quarter in Dubai, sales offices in Algeria and Saudi 

Arabia, and production facilities in Saudi Arabia. 

 

3.2.4 Balancing between global expansion and corporate culture 

Arla Foods is a co-operative, which differentiates its business and setup from other business forms. 

In the user-owner principle, members own and finance the co-operative and thereby have the 

indirect control over the co-operative (Barton 1989, McBride 1986, Nilsson 1996 in (Donoso, 

Shadbolt, and Bailey 2002)).  

 

Strong demand for milk pushes up prices. During the second half of 2007, increasing output prices 

on milk meant that Arla Foods‟ members looked outside the cooperative to obtain a higher price for 

their milk than originally negotiated. The likelihood of continuous strong demand for milk in the 

future urges Arla Foods to look beyond its traditional co-operative system to source its milk. If Arla 

Foods‟ international expansion continues, the company will not be able to be self-supplied with 

milk from its cooperative members. This requires a somewhat different organisational setup than 

what currently lies within the realms of a cooperative (Skøt 2008b; Juulsen 2008; Skøt 2008c). A 

structural change is to a certain extent already taking place when investigating Arla Foods‟ current 

production activities. With an increase of 71 percent in international production sites since 2004 the 

development of global production sites is at its peak. The structural changes continue and the 

company has currently fewer co-operative members than before although with fewer, but bigger 

farms. Due to the increased world demand there is considerable need to recruit more farmers to the 
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co-operative. For the farmers the co-operative idea is still alive, however, the challenge for Arla 

Foods is to communicate the importance of growing abroad (also in terms of new production site) 

for the benefit of the members (Juulsen 2008). 

 

Arla Foods has been criticised about the development of the company, and as a consequence intend 

to involve the co-operative members more in discussions as to how Arla Foods should be 

modernised (Arla Foods 2007a: 3). Due to the co-operative structure, Arla Foods transfers the profit 

to its members in the form of higher input dairy prices. The question is whether the cooperative‟s 

members are willing to put in the financial backings needed to sustain its international growth 

ambitions (Juulsen 2008). Increased investments into new businesses are however needed, if the 

positive development that the company has experienced over the last couple of years is to be 

sustained.  

 

3.3 Products and Programmes 

”… we do not compete on price, but on value…”                         (Export Manager Janus Skøt) 

 

The key to Arla Foods‟ global strategy is to add value and create strong brands that generate extra 

value, which has been the focus throughout the years (Arla Foods 2007a: 3). This is done with 

fewer, but stronger brands (Arla Foods 2007a:26) and can be illustrated by Arla Foods‟ 

“mælketrappen” (the milk stairs) illustrated below. Here, it is illustrated that the value added 

products such as butter (Lurpak) generates a higher price per kg. than that of milk powder. As a 

result, Arla Foods is always targeting the 

customer segment where most value 

added product can be sold and therefore 

highest margin achieved (Skøt 2008a). 

Yet, it is essential to highlight that it can 

be turned around. In 2007 the chart was 

displaced, because earnings on non-

added value products, milk powder, rose  

significantly due to the rapid increase in                                 Figure 10, own construction 

demand in the Middle East and China (Skøt 2008b). Record high prices for milk powder on global 

commodity markets therefore created an unusual situation and dairy farmers could make more 

money by turning milk into powder than they could by selling it to liquid milk processors or cheese 

 

Figur 1 

 

DDK/kg 

Billion/kg milk 
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manufacturers (Wiggins 2007). Moreover, Arla Foods is obligated via its structure to buy all milk 

from its members, which also means that products with lower margins are also produced and sold.  

 

Fresh products such as cheese, butter and spreads are the core of Arla Foods‟ activities and accounts 

for more than 80 percent of its reached DKK 47.7 billion turnover in 2007 (Arla Foods 2007a: 0). 

As illustrated to the right. 

 

Arla Foods is faced with a complex situation within the 

dairy industry despite the expected increase in demand for 

diary products. This has mainly to do with the uncertainty 

with regard to future world prices, the Middle East and 

milk supply.  

Figure 11 Annual report 2007 

 

The world market for dairy products shows constant growth and is forecasted to sustain over the 

next decade. Butter demand is expected to rise by 1.5- 2 percent over the next 10 years with cheese 

growing at a similar rate. Skimmed milk powder is expected to grow by 1.7 percent and whole milk 

powder by 2 percent annually. Here, especially the rising demand in Asia is the reason for the 

continued optimism in world demand (Arla Foods amba 2007b: 13). Adapting to new markets can 

also be seen with Arla Foods‟ involvement in Vietnam. Since last year, milk powder has been sold 

in Vietnam under the Milex brand.  

 

Moreover, the brand assortment of PUCK has a long history of production; it is a long life cheese 

product and is in particular sold in the Middle East (Skøt 2008b). Further, “Cool cow” is the newest 

product from Global Ingredients, which was launched in May 2007 with the entry into the Nigerian 

market. Here the milk fat is replaced by vegetable oil (Hübschmann and Nielsen 2008). In Global 

Ingredients some of the key milk powder products are DANO and Milex. These can be found in 

different varieties, ranging from full cream milk, instant full milk, skimmed milk to skimmed milk 

with added calcium (Arla Foods amba 2007a) and are among others sold in Bangladesh, China, 

Vietnam and Algeria.    
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The brands of Arla Foods have a long tradition of serving the home markets and customers for 

export. The brand strategy of the company now focuses on fewer and stronger brands in order to 

maximise the benefits from investments in marketing and development. Lurpak is one of Arla 

Foods‟ key products and has existed since 1911. It can be found in more than 100 countries, making 

it the most widely distributed butter in the world (Arla Foods amba 2007a: 20). In general, Arla 

Foods has a long tradition and a range of products for different markets and consumers, which were 

also introduced with the “Mælketrappe” (milk stairs, red.). 

 

The company‟s products are primarily distributed through large scale multiples such as 

supermarkets via distributors and agents (Skøt 2008c).  

 

One of Arla‟s greatest challenges is to secure the quality levels of milk (Arla Foods 2007a: 11). 

Introducing Arlagården (the Arla farm, red), the company‟s quality assurance programme has 

resulted in all co-operative members and their farms throughout the entire value chain being 

subjective to Arla Foods‟ quality standards. Through the quality assurance programme, it is possible 

to trace the milk from the cow to final packaging. As a natural extension to the increased focus on 

quality levels in Arla Foods‟ production chain, the company has started to report on the progress the 

company has made for its commitment to corporate social responsibility (Arla Foods amba 2007c: 

3). 

 

As something new, Arla has started a graduate programme “Future 15” which will take the 

candidates on a 2-year training course both in headquarters in Denmark and across the global 

organisation. Employees with a global mindset and adaptability skills are needed in the 

development of Arla Foods (Juulsen 2008). Moreover, Arla Foods has established a two year post 

high-school training for dairy technicians in the production (Arla Foods 2007a: 20) 

 

3.4 Summary 

Arla Foods is operating in a dynamic environment where also external factors have a strong 

influence on the company‟s performance and internationalisation. Growing demand from BRIC 

countries, EU regulatory limitations and undersupply of milk as well as decreasing growth in key 

markets constitutes the market complexities for Arla Foods.  
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Moreover, Arla Foods is strongly embedded in the co-operative setup. Yet, tendencies within Arla 

Foods show that more openness towards a restructuring of the cooperative setup is at debate. The 

most obvious examples of this trend are increases in the sourcing of milk from non-members, 

establishment of joint ventures and acquisitions in new markets. 

 

Through out the years Arla Foods has become more dependent on its international sales and 

continuous global presence, which the total revenue generated from abroad illustrated. Both 

Consumer International and Global Ingredients are experiencing increasing returns. Consumer 

International is primarily targeting the European market, the Middle East and Russia. Global 

Ingredients is to a higher degree focusing on emerging markets in Asia and upcoming markets in 

Africa. Yet, both divisions are internationally embedded and have years of experience of growth 

and re-structuring. 
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4. The Dairy Industry in sub-Saharan Africa  

 

This chapter gives an overview of the dairy industry in sub-Saharan 

Africa. By including and discussing the demand conditions, 

consumer attitudes towards milk consumption, level of supply, and 

regional competition and distribution channels it is possible to 

highlight potentials and challenges in the external environment for the 

further analysis of Arla‟s entry.  

 

As highlighted in the LDC literature, one of the main obstacles of analyaing the market potential is 

the fragmented availability of market information as well as the issue of valid sources. This equally 

applies to SSA. A word of caution is, therefore, necessary. The discussion made here is based on 

the availability of data, which vary both in quality as well as the scope of countries analysed. 

Realising the danger of drawing simplified conclusions on limited data, the intention is instead to 

point out a number of trends in the regional dairy market.  

 

4.1 Demand conditions 

Analyses of the markets provide evidence of increasing demand for dairy products in sub-Saharan 

Africa as a result of rapid population growth, increasing purchasing power and an increase in 

average annual per capita milk consumption (Ndambi and Hemme 2007, 8-10; COMESA 2004). It 

is further estimated that between 1993 and 2020, the annual demand for milk and dairy products in 

developing countries will grow at between 3.2 percent - 3.5 percent  annually, implying that 

demand will more than double over the period, from 168 million tones in 1993 to about 400 million 

tonnes in 2020 (COMESA 2004). In Africa, however, the demand for milk and dairy products grew 

at a faster rate by 4 percent average each year between (Ndambi and Hemme 2007, 8-10)()1990 and 

2004 (Ndambi and Hemme 2007, 8-10).  

 

In Africa, the average annual per capita consumption of milk is 33 litres (Juuko 2008). Demand for 

dairy products in COMESA (The Common Market for Eastern and Southern Africa) and EAC (East 

African Community) is expected to increase from the current levels of consumption of 36 litres per 

year to around 90 litres of milk per year (COMESA 2004). Mauritius has the highest milk 

consumption per capita followed by Kenya, Botswana, South Africa, Sudan (Ndambi and Hemme 

2007, 8-10; COMESA 2004). 
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In many of the African countries, public health programmes have among others boosted per capita 

consumption in many countries, and manufacturers have been quick to adapt products to meet 

specific local needs - such as UHT milk with extended shelf-life or milk packaged in smaller sizes 

to suit the higher frequency of food shopping in developing economies (Dairy Reporter 2004). 

Experiences from Botswana, Kenya and Ethiopia show for example that government-led school 

milk programmes lead to increased consumption (Zvomuya 2007). An increased access to 

information and education has also raised awareness about health benefits of high value agricultural 

products, leading to a change and increased demand in dietary preferences (Temu and Temu 2005: 

8). Much attention has in particular been given to public health programmes, as dairy products can 

play a crucial part in reducing sufferings from hunger and malnutrition, which is a serious problem 

in SSA where 29.4 percent of children under five are underweight and 38 percent are stunted 

(UNICEF 2007). Studies show that by making milk available to children, the negative development 

of increased malnutrition can be solved (UN Global Compact 2005). 

 

To this day, the region‟s low levels of agricultural productivity has, however, driven up food prices, 

which has lead to increasing levels of malnutrition among children in the region (Deolalikar 2008). 

Despite the potential in children‟s products in SSA, there are at present restrictions in how to 

market and promote these products, with the result that companies can only target marketing 

activities towards children above 1 year of age (Hübschmann and Nielsen 2008).   

 

4.2 Consumer attitudes towards milk consumption 

Although realising that distinct differences exist across SSA, it is our assumption that consumption 

studies undertaken in one country give an indication of the factors that are likely to influence the 

consumption pattern in the region as a whole.  

 

According to a Consumer Research-Usage and Attitude Research Report on the private dairy sector 

in Uganda (co-developed between USAID and an American-based food-processing and marketing 

company, Land O'Lakes Inc.) the consumer attitudes in Uganda are influenced by several factors. 

These include beliefs, family structures, life style perspectives and health issues. Some factors 

naturally influence certain groups more than others, and thus indirectly have a stronger effect on 

people‟s consumption patterns (Land O'Lakes 2002: 11). The results of the report show a number of 

factors that have a strong influence on consumption patterns, including faith, lifestyle issues, 

security/peace, health and the sense of belonging are very important factors. Moreover, HIV/AIDS 
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can be seen as factors that negatively influence the dairy consumption pattern. The result of the 

study is depicted below. 

 

 
 

Table 4: Factors affecting dairy consumption pattern. 

Source: Consumer Research-Usage and Attitude research report 
 

In addition, most consumers of milk in Eastern Africa prefer milk in the morning. For the young 

consumers, milk is primarily consumed as an accompaniment of breakfast cereals in the morning, 

whereas some consumers have it during break time in the school. And again others drink it straight 

from the packet using a straw (Land O'Lakes 2002: 26-28).  

 

Cold milk is primarily perceived to be fresh and has a better flavour than warm milk. However, 

consumers also prefer hot and boiled milk at night as it is perceived to contribute to a good night‟s 

sleep. There seems to be less consensus among consumers when it comes to preference for either 

packaged/pasteurised or whole milk (bulk milk). Unpasteurised milk is primarily considered fresh 

and more nutritious. On the other hand, packaged milk is perceived as more safe or clean whereas 

on the other hand being less nutritious (Land O'Lakes 2002: 26-28). In general though, milk is 

considered to contribute to improved livelihoods especially due to the nutritional status of 

benefiting children (Ndambi and Hemme 2007, 8-10).  

 

The main reasons for consumers refraining from consuming milk include the perception that milk is 

either of poor quality, has a bad taste and smell, is unaffordable, makes you overweight or is only of 

importance for children (Land O'Lakes 2002). Further milk is perceived as a traditional product and 

not fitting a modern image. It is also perceived as causing allergies as it is mainly a product for 

western people (Land O'Lakes 2002).  

 

Often there are problems with access to milk and when bought it is believed to result in a storage 

problem, due to its low level of durability (Land O'Lakes 2002: 32). Another reason for low 
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consumption of milk is that the consumers often suspect farmers to add milk powder into packaged 

milk in order to make it more thick (Land O'Lakes 2002: 26-28). 

 

4.3 Level of supply  

In 2004, total cow milk production in Africa was 21,244,474 tonnes produced from a total of 46 

million dairy cows, giving an average milk yield of 461 kg milk per cow over the year, which is 

only one fifth of the world‟s average yield (Ndambi and Hemme 2007, 8-10). Milk production in 

Africa is concentrated in the eastern and southern parts of Africa. The main milk producing 

countries in terms of milk volume are Kenya, South Africa and Sudan (Ndambi and Hemme 2007, 

8-10). Currently Kenya's per capita availability of milk is four to seven times higher than the other 

countries in the region and the country has 85 per cent of the dairy cattle population in eastern 

Africa. Despite being a major supplier of dairy products to the Common Market for eastern and 

southern Africa region (COMESA), Kenya is still far from exploiting the market where around 94 

percent of the dairy supplies is imported from outside the region, mainly from Europe and South 

Africa (Sambu and Mbogo 2008). The dairy sector in Kenya is further experiencing problems with 

macroeconomic issues, decreasing donor support, inefficiencies in pricing and marketing, high 

input costs, institutional and governance problems, and low adoption of dairy technologies (Kjoeller 

2008, 18-21; Zvomuya 2008). 

 

The majority of milk is produced by small-scale farmers and consumed more or less unprocessed 

and locally. Due to weak infrastructure and lack of cooling facilities, combined with traditional 

perception to consumption, only around 15 percent of the total milk produced in Africa is presently 

processed into standard products such as butter, cheese, yogurt and dry products (Dairy mail Africa 

2005). Further, the lack of processing facilities that could prolong the shelf life of milk in some 

countries also makes it difficult to compensate for the supply between low and high seasons. In 

general it is also difficult for many developing countries to disintegrate between milk production, 

processing and consumption. A lot of raw milk therefore goes to waste each year (UN Global 

Compact 2005). Due to the infrastructural challenges the majority of the local production goes 

through informal markets or is consumed on the farm. For example the informal milk markets, 

dominate the dairy sector in eastern and central Africa. According to the Kenya Dairy Board, the 

factors driving the continued importance of the informal market are traditional preferences for fresh 

raw milk (Kjoeller 2008, 18-21)(Kjoeller 2008, 18-21). As a result people are more reluctant to pay 
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extra to get the milk processed and packaged than would otherwise be the case (Kjoeller 2008, 18-

21). 

 

 

 

The figure above illustrates eastern and central African milk flows from local dairy farmers to 

consumers through the different market channels (Hooton 2008). The majority of the local milk is 

consumed unprocessed (90 percent), 48 percent is bought directly from the farmers and 50 percent 

of the milk is traded via milk bars, shops, kiosks, mobile traders and dairy farmers groups. It 

therefore also shows that only 10 percent of the local supply is processed.  Even though the data is 

from eastern and central Africa, it is important to note that these trends are not unique to this region, 

and many similar patterns and trade networks are likely to be seen in other parts of SSA (Hooton 

2008). 

 

The lack of raw milk in the milk processing industry in SSA forces dairies to rely on imported milk 

for further processed dairy products (UN Global Compact 2005). At the same time, the production 

of milk powder is very low in SSA and the consumption is high and as a result dominated by 

imported brands (Dairy mail Africa 2007). 

 

The availability of import statistics is limited. Though, Arla Foods has provided some statistics on 

milk powder import in Africa (depicted to the left). These data shows a strong import level in the 

western countries of SSA, with Nigeria, Sudan and Senegal as the countries with the highest import 

level (Hübschmann and Nielsen 2008). Nigeria is, however, by far the largest importer of milk in 

Figure 12 Milk flow in COMESA and EAC. Source: Input 

from International Livestock Research Institute  
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SSA (EIU: Economist Intelligence Unit 2005, 1-71) and dairy imports to Nigeria were valued at 

US$275 million during 2006 (Dairy Mail 2008).  

 

As in other SSA countries the import of processed dairy products is expected to continue to increase 

as rising income levels push up demand. As of now, Nigeria imports its dairy products from New 

Zealand, Australia, South America, the EU, India, Ukraine, and Poland (Dairy Mail 2008). In 

COMESA and EAC, presently over 95 percent of the market of dairy products is serviced by 

regional imports. Of this 80 percent are sourced from Denmark, South Africa, Canada, the USA, 

France, New Aealand, Australia, the Netherlands and Poland (COMESA 2004).  

 

4.4 Regional competition and distribution channels 

As the previous sections have shown, there is a need to 

import dairy products to meet the growing demand and 

combat with the low domestic production. Unfortunately, 

only limited information about regional competitors is 

available. However, it is possible to highlight some trends 

in the competitive scope in sub-Saharan Africa. 

 

The world's leading dairy companies such as Nestlé, 

Kraft Foods, Parmalat and Unilever already have a strong 

presence across sub-Saharan Africa (Euromonitor 2007). 

Sales have developed rapidly even in markets where 

dairy product consumption has traditionally been low. 

These global dairy companies have benefited from a 

major presence in the rapid-growth milk drinks sector and 

its penetration of new upcoming markets in Africa (Dairy 

Reporter 2004).  

 

Since the late 19th century, Nestlé has steadily built a 

commercial and manufacturing presence in Africa with 

its 27 factories, supplying African consumers with a wide 

range of products including powdered milk, chilled dairy 

and ice cream and infant nutrition among dairy products (MIGA 2006). Southern and eastern Africa 

 

Country 

 

Total import of Milk 

Powder 2006 

Nigeria 65.995 

Sudan 24.542 

Senegal 20.159 

Angola 18.728 

Congo, Dem. Rep. 11.753 

Ghana 11.457 

Côte d'Ivoire 9.464 

Cameroon 5.829 

Gabon 2.464 

Djibouti 1.805 

Togo 1.623 

Benin 1.488 

Tanzania 1.360 

Kenya 946 

Guinea 869 

Liberia 523 

Ethiopia 520 

Madagascar 415 

Sierra Leone 411 

Mozambique 84 

Uganda 53 

Table 5 Source:  Arla Foods 
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is Nestlé‟s largest market on the continent, which can also be seen among others in Tanzania, 

Kenya, South Africa and Zimbabwe where diverse products are sold. Further, over the last three 

years, due to growth in the central and west African regions Nestlé has increased its involvement in 

terms of factories, sales offices and representation offices in Senegal, Guinea, Ivory Coast, Ghana, 

Nigeria and Cameroon among others. The top selling product categories with long shelf life include 

powdered and condensed milks (Nestle 2005).  

 

Parmalat is a relatively new-established (Italian) company and one of the major players worldwide 

in the production and distribution of milk and mainstream dairy products. The Group is present in 

twelve core countries, including South Africa where 9 percent of the net revenue in 2007 was 

earned in Africa {{151 Parmalat 2008}}. Dutch-based Friesland Foods is operating in Nigeria and 

has continued to play a leading role in the production, processing, packaging, marketing and 

distribution of various milk products in Nigeria (Friesland Foods 2008). 

 

Some regional, particularly South African, players are active in SSA. Promasidor is based in South 

Africa with market coverage across almost the entire Sub-continent (Promasidor 2008). Clover is 

another of South Africa's dairy companies and one of the leading manufacturers and marketers of 

food products in southern Africa with its most important markets in Mozambique, Zimbabwe, 

Angola and Zambia, where long-life products, butter and flavoured milk are particularly popular 

{{150 Clover 2008}}.  

 

In all regions in Africa, both formal and informal food marketing systems exists, which was 

mentioned previously. The informal food marketing system distributes food through various shops, 

hawkers and traders, whereas formal food systems distribute food through the supermarkets‟ chains 

(Luow, Ndanga, and Chikazunga 2008: 16). Rapid changes are, however, occurring within the agri-

food markets, and Africa is the most recent region where the developments of supermarkets have 

really started to take-off. The development of modern retailers, wholesalers and food processing 

businesses is reshaping the way food systems are governed and creates access to previously, 

unreachable consumers. And so far, local agriculture actors are finding it hard to keep up with the 

changing demands as a result of these changes (Vorley).  

 

Several factors are set to have encouraged the increase in supermarkets in the developing world. 

Demand incentives such as increased urbanisation, rising middle class as a result of real per capita 

income growth, as well as the entry of women into the workforce has increased the demand for 
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processed food (Reardon, Timmer, and Berdeg 2004, pp. 168-183). Further, institutional and 

organisational changes in the relationship between agro-industrial firms and farms have occurred, 

leaving room for new distribution systems. (Luow, Ndanga, and Chikazunga 2008: 15).  

 

4.5 Summary  

In general, the level of local milk supply in sub-Saharan Africa is low, which makes countries 

highly dependent on import to meet demands. Regional production is primarily dominated by 

farmers in Kenya and South Africa, which are also the primary regional exporter of milk. However, 

the industry is challenged by imperfect infrastructure, processing facilities and capital investments.  

At present only around 10 percent of the local production is processed into standard products such 

as cheese and butter, leaving the rest to be sold unprocessed through the informal market.  

 

Nonetheless, regional growth in demand has been around 4 percent in recent years and is expected 

to continue to increase. Consumption is to a large degree boosted by public health programmes with 

special emphasis on malnutrition among children. The development has attracted several global 

dairy players such as Nestlé, Parmalat, Kraft and others. Information from Nestlé shows particular 

focus on the eastern and southern part of SSA but with growing presence in the west African 

markets.  

 

The growing presence of supermarkets taking place across the entire continent is likely to ease 

accessibility through improved distribution channels in the years to come. 
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5. Arla Foods – Previous Experiences in sub-Saharan Africa 

 

Here Arla Foods‟ experiences in sub-Saharan Africa are presented 

in the form of market coverage and business strategies. 

Understanding previous and current activities provides a better 

basis for determining, which strategy to pursue in the future. 

Throughout the chapter, both Consumer International and 

Global Ingredients are discussed in order to show the 

coverage of their experiences.   

 

5.1 Market coverage 

Arla Foods has sporadic market coverage across sub-Saharan Africa in the form of export of 

products from Consumer International and Global Ingredients (Hübschmann and Nielsen 2008; 

Juulsen 2008; Skøt 2008c). Global Ingredients is in particular investigating the market in West 

Africa where they have had operations through a decade (Hübschmann and Nielsen 2008). 

Consumer International has a more limited strategic focus in this region, yet, the division has for 

decades served the market in South Africa among others. Moreover, Consumer International 

regularly comes across its own brands in countries where no previous sales have been recorded 

(Skøt 2008b; Mejeriforeningen 2008). The reason is that parallel imports from the Middle East have 

existed in a number of years, in particular in West Africa (Skøt 2008c).  

 

5.1.1 Consumer International 

Consumer International has ongoing activities in SSA, in the form of export, driving from a number 

of years in a few markets in sub-Saharan Africa; South Africa, Angola and Mauritius (Skøt 2008c). 

Yet, no documentation of the company‟s previous activities and involvement in terms of sale has 

been available.  

 

At the present stage, the division has prepared a catalogue from its existing product portfolio used 

in the Middle East with products adapted to regional tastes and market conditions such as exposure 

to heat etc. This portfolio serves as the product category for sub-Saharan Africa (Skøt 2008c).  
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South Africa  

Despite stagnated sales, South Africa is still by far Arla Foods' largest market on the African 

continent when counting cheese and butter, and the country is today one of Consumer 

International‟s focus markets outside the home markets (Mejeriforeningen 2008). Arla Foods has 

been present in South Africa for more than three decades. A newly established 2008-2011 growth 

strategy has been initiated to strengthen its current market position in the country and shows that 

South Africa is still a country in which Consumer International is expected to boost sale (Skøt 

2008b). Arla‟s product portfolio in South Africa distinguishes itself from the rest of the continent 

by dealing with products, which are close to preferences in home markets. Arla is not targeting the 

various segments in the market, but is mainly focusing on the top segment with the highest 

purchasing power (Skøt 2008c). Moreover, the South African retail market is interesting to Arla 

Foods due to its effective distribution system, retail growth as well as good options for building a 

solid brand presence and coverage. The premium brand segments are highly prioritised and 

products such as butter (Lurpak), Feta, and other blue cheeses are market drivers (Skøt 2008c). 

 

Angola and Mauritius 

When excluding South Africa, Angola is at present the only market in sub-Saharan Africa where 

Consumer International has established a more ongoing relationship to a local distributor who is 

interested and able to purchase a required minimum of Lurpak butter. The local distributor is also 

interested in marketing an even broader portfolio of Arla products. At present though, Arla Foods 

has yet to find the organisational capability and goodwill to adapt to local legislative constraints 

before this next step can be effectuated (Skøt 2008c). Further, Arla Foods export in small amounts 

(Lurpak) butter to Mauritius. 

 

Other markets 

Consumer International is in an ongoing process of building new market relations in Gambia 

through a Danish agent already active in the country. The agent has past experience in distributing 

tobacco and now wishes to expand its business by selling Arla products in the country (Skøt 2008c). 

Additionally, Arla Foods has previously had sporadic export to countries such as Ivory Coast, 

Senegal, Benin and Togo. However, contacts to distributors have not been maintained and slowly 

died out over the years (Skøt 2008b). Further through research we have found that Arla Foods has 
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sold to Morocco, Algeria, Tunisia, Libya, Egypt, Sudan, Sierra Leone, Djibouti with a net turnover 

of DKK 1 million in 2003/2004 (Skøt 2008b)
16

.  

 

Countries such as Tanzania, Ghana and Zambia have previously made applications for orders, 

however they are still too small to be served by Arla Foods (Skøt 2008b; Skøt 2008c). Further, 

Nigeria is an interesting market for Arla Foods. Yet, it is a special case for Consumer International. 

Despite all the immediate benefits that Nigeria poses in terms of market size and economic 

development, Consumer International has limited access to the country with its products. The 

Danish Dairy Board owns the Lurpak brand and a previous contractual agreement with Nordex 

Foods gives them the license agreement to sell Lurpak butter in Nigeria.  

 

5.1.2 Global Ingredients 

Compared to Consumer International Global Ingredients has more focus on SSA. The reason is that 

countries lacking milk do not have a demand for processed dairy products, when there is a need of 

proteins (Hübschmann and Nielsen 2008). North Africa has previously been Global Ingredients‟ 

primary target with its milk powder. Yet, the development in SSA in terms of increasing income 

levels and political investment in infrastructure has resulted in stronger focus and active 

involvement in Nigeria and Ghana (Hübschmann and Nielsen 2008; Mejeriforeningen 2008). 

 

Global Ingredients bases the potential of the market on import statistics, population size, 

consumption per. capita among others, which according to Export Director Peer Hübschmann, and 

Brand Manager Assistant Jacob Nielsen, shows West Africa as a more obvious choice for further 

entry compared to East Africa (Hübschmann and Nielsen 2008). However, due to the lack of 

statistical information, measuring the regional market potential is complicated (Nielsen 2008). 

Market visits are therefore necessary to better estimate the potential as Arla Foods‟ entry into these 

markets need to be as structured as possible in order to reach the right customer group with the 

highest potential (Hübschmann and Nielsen 2008). So far though, no official registration or 

documentation of the company‟s previous activities and involvement in terms of sale in this region 

are available.   

 

                                                 
16

 Worth mentioning in this context is though that Morocco and Algeria today is served by Arla Foods‟ division in the 

Middle East 
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Nigeria and Ghana 

Global Ingredients has had a strong business tradition in Nigeria that goes back 30 years, which was 

one of the division‟s first involvements in SSA. This is the reason why Nigeria also acts as the base 

for the division‟s knowledge about the African market south of Sahara (Hübschmann and Nielsen 

2008). 

 

Nigeria has a strong potential for Global Ingredients and is at present by far the largest market for 

sales in SSA. More activities (marketing) are expected to be carried out in the future to secure a 

foothold in this market and Arla Foods expects to hire a Brand Manager in Nigeria by the end of 

2008 (Hübschmann and Nielsen 2008). Since 2001, the company has established long-term 

relations to a local distributor who imports and re-packages bulk powder milk from Arla Foods. The 

bulks are then repacked into different sizes, ranging from 0.2-0.9 kg (Hübschmann and Nielsen 

2008).  

 

In May earlier this year (2008), Global Ingredients introduced a new product in collaboration with 

their local distributor. “Cool Cow”, which is a powder milk product, targeting consumers in the 

lower middle income segment in developing countries (Hübschmann and Nielsen 2008). The 

primary emphasis is put on keeping the product affordable, while at the same time preserving the 

nutritional benefits of traditional powder milk (see also Affordability concept in the following 

section) (Hübschmann and Nielsen 2008).Through the distributors network Arla Foods‟ products 

have also been sold in villages (Nielsen 2008).  

 

Global Ingredients does, however, also have experience from the Ghanaian market to which Arla 

Foods has had export during the years and believes to have one third of the market share together 

with 2-3 other dairy enterprises. Yet, no further information has been collected about the division‟s 

previous activities in Ghana (Nielsen 2008). 

 

Other markets 

Global Ingredients has had more sporadic business relations in countries such as Sierra Leone, 

Benin, Ivory Coast, Angola, Somalia, Djibouti and Ethiopia. However, until now all of them have 

been on an order-to-purchase basis, without the same market commitments as seen in its prime 

markets such as North Africa (Hübschmann and Nielsen 2008; Juulsen 2008). 
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Affordability concept 

The Affordability-concept is a recently established initiative within Global Ingredients, in which the 

product portfolio is configured to include products aimed at the lower middle class in Africa, with 

focus on West Africa. This new focus has led to the product Cool Cow, where milk powder is 

purchased in 10-12 gram packets at a unit price of approximately DKK 0.5. In Cool Cow, the milk 

powder is made more affordable by substituting the milk fat with palm oil. Thus, the product is 

made cheaper without compromising the nutritional content. Arla Foods is looking to launch Cool 

Cow in several countries in western Africa during the autumn of 2008 (Hübschmann and Nielsen 

2008; Juulsen 2008). 

 

In order to be able to adapt to the needs and preferences of the lower middle class in SSA, Arla 

Foods has established a project team within its R&D department to look into further opportunities 

for product developments to be affordable to the African consumers and customers (Hübschmann 

and Nielsen 2008). 

 

5.2 Business Strategies in sub-Saharan Africa 

”Our product development aimed at the lower middle class in developing countries is determined 

by what the consumer is able to pay. This puts a natural limit to the price of our products”.   

(Jakob T. Nielsen, Brand Manager Assistant, Global Ingredients) 

 

Direct Export via Distributor and Agent 

Arla Foods have activities in sub-Saharan Africa via export where local distributors and agents 

primarily are used to distribute the products across the market. The choice of distributor is the key 

to success in these markets and has to have a solid network of contacts at various levels in the 

market, especially to large retail chains (Juulsen 2008). This will provide the best possibility for 

Arla Foods to get a foothold in the specific markets. Often distributors have access to 3-4 large 

supermarkets. Even though it is a minority of the population that shop in supermarkets, 

supermarkets are today becoming cheaper and more available for other parts of the population and 

is also attractive for customers due to its large assortment (Hübschmann and Nielsen 2008). Yet, 

because of the lack of institutions and solid infrastructure, the distributor has to distribute the 

products often through 2-3 middlemen to reach the customer (Hübschmann and Nielsen 2008). 

Today Arla Foods has strong requirements for selecting the distributor. They have to document 

where the sale is in terms of geography and customer segments, because Arla wants to target the 

middle to highest income segment (Hübschmann and Nielsen 2008). Further, a distributor is also 
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taking the responsibility together with Arla to enter the market and is responsible for having good 

contact to the public system, which is a high priority for Arla Foods (Hübschmann and Nielsen 

2008).  

 

Arla Foods uses agents in its operations in SSA. The agent is authorised to act on Arla Foods‟ 

behalf, for example by executing a transaction or selling. The agent does not assume any financial 

risk in the transaction compared to the distributor. Arla Foods applies this method, because there is 

a relatively low risk by establishing sales and low costs for a setup in the markets. However, more 

coordination activities are required (Hübschmann and Nielsen 2008). 

 

Local Repackaging 

Repackaging of bulk powder milk has been a practice in Nigeria (with Global Ingredients) since 

2001 in order to optimise business processes. Apart from an increased emphasis on improving local 

responsibility in business operations, the setup has a more practical benefit to it. Often, repacking 

bulk into small packets locally provides up to 20 percent cost savings on import duties. Freight 

costs as such are cheaper and local postal costs are often low in developing countries (Hübschmann 

and Nielsen 2008; Juulsen 2008). 

 

Partnership 

To have a good network is always a priority for Arla Foods and the key to success. Consequently, 

other Danish firms already established in the market, are sometimes used to evaluate a potential 

agent/distributor (Hübschmann and Nielsen 2008). More engagement and focus on partnerships 

have been outlined as a possibility to increase sale, because the partner often works in several 

countries in the region and has its own distribution network (Juulsen 2008).  

 

Local production in sub-Saharan Africa (limitations) 

At present, there are no plans in the pipeline to establish local or regional production facilities in 

SSA (Juulsen 2008). There are two primary reasons for this. Firstly, Africa is still not a core priority 

at the corporate level in Arla Foods and secondly, the company‟s current sales figures from Africa 

are limited compared to the company‟s total sales volume (Skøt 2008b; Juulsen 2008). As a result, 

there are no current plans of establishing local production in the short-run. However, Executive 

Director for BU Milk powder, Frede Juulsen also indicates that Arla Foods is in an early 

internationalisation phase in its Africa operations. Initially, the primary emphasis has been on 

exports and, as with the case of Nigeria, expanding local involvement through regional repackaging 
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facilities (Juulsen 2008). On the input side, Arla Foods see limited prospects for local production. 

Dairy industries in most countries in SSA are viewed as either poorly developed or simply not able 

to supply the volumes necessary to serve markets on a broader regional basis due to the climate, soil 

and availability of cows (Skøt 2008b). On the other hand, China is gradually becoming too 

expensive for production, which without means will increase the focus on Africa, especially in the 

long run (Juulsen 2008).  

 

The different entry modes, which are used by Global Ingredients and Consumer International in 

sub-Saharan Africa are summarised in the figure below, to give a clear overview of the two 

divisions‟ approaches.  

 

 

 

5.3 Summary 

This chapter has outlined the present and past activities of Arla Foods in SSA. As the map below 

illustrates, both divisions have had a number of past activities covering both markets in the eastern 

and western part of SSA. Present sales for Consumer International are however primarily taking 

place in South Africa, in the higher income segments, which has been Consumer International‟s 

focus market in the region for more than 30 years. Also sporadic export to Angola and Mauritius 

occurs. Moreover, parallel import from the Middle East is currently taking place, which 

consequently means that Arla‟s products often appear in markets not served by Arla. This is in 

particular occurring in western Africa. Incoming requests from regional distributors across the 

region have also caused a rising interest in the region from Consumer International. 

Business Strategy in sub-Saharan Africa  
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Figure 13 Arla Foods' business strategy in sub-Saharan Africa 
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Global Ingredients‟ approach to SSA was 

previously dominated by a more sporadic 

behaviour. Today, more focus is given to West 

Africa and Nigeria in particular, where Global 

Ingredients have been present for three decades. As 

a result resources have been allocated to develop 

the Affordability-concept, in which the product 

portfolio is configured to include products aimed at 

the lower middle class. As a result a new product 

(Cool Cow) has been launched in Nigeria. Global 

Ingredients is therefore strengthening its market 

presence in SSA by diversifying its market 

segments with various milk powder products.  

 

Both divisions are serving the region via export with agents and distributors. The agent is 

authorised to act on Arla Foods‟ behalf and distributors are selected based on various criteria 

including their contacts to retailers, but also network to local authorities. Arla Foods applies this 

method, because it lowers Arla Foods‟ risk in the market and ease entry and distribution. Moreover, 

Global Ingredients has local repackaging facilities with local partner in Nigeria to save costs on 

import duties.  At present there are no plans to increase Arla‟s presence in the region via local 

production however it might change when Arla Foods‟ develop its knowledge about and activities 

in the region.  

Figure 14 Arla Foods in Africa - Present and Past 
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6. What Entry Strategy should Arla Foods pursue in sub-Saharan Africa? 

 

In order to answer what entry strategy Arla Foods should 

pursue in sub-Saharan Africa, this chapter addresses three 

sub-questions: (1) Why should Arla Foods consider entering 

sub-Saharan Africa? (2) Where should Arla Foods enter sub-

Saharan Africa? (3) How should Arla Foods enter the 

markets in sub-Saharan Africa – in terms of entry mode, timing & 

commitment and market positioning? All issues are analysed to determine 

whether the external factors can be aligned with Arla Foods‟ internal factors and thus provide a 

basis for an entry into sub-Saharan Africa.  

 

6.1 Why should Arla Foods consider entering sub-Saharan Africa? 

This section will serve as the starting point of Arla Foods‟ entry into sub-Saharan Africa, because it 

is determined here whether or not the overall configuration between the external and internal 

factors actually speak in favour of Arla Foods‟ venturing  into sub-Saharan Africa.  

 

External Factors 

These factors deal with variables external to Arla Foods. Following the same logic as the analytical 

framework presented in chapter three, the variables presented here include: market, industry & 

competition, and institutions. 

 

6.1.1 The Market 

The theoretical discussion has highlighted several issues speaking in favour of and against an entry 

into LDCs. Some literature has categorised SSA as a “trailing market”, with little prospects of long 

term market potential and short term profit convertibility (Arnold and Quelch 1998, 7-20). 

Following Khanna and Palepu‟s (2006) arguments of four market segments (global, glocal, local 

and BOP) in emerging and developing markets, several benefits are at hand in SSA. The reason for 

this is that global consumers encompass high income segments with strong loyalty to foreign brands, 

while glocal and local consumers reside within the rising middle class. According to the theory, 

consumer preferences between high income segments in developing countries and western 

consumers are similar, which reduces the need for companies to make radical adjustments to their 

existing product portfolios. Further in line with the theory, economic growth is often perceived to 
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result in increased demand for premium imported goods, which increases the attractiveness of the 

market. For 2008, the International Monetary Fund (IMF) set an expected gross domestic product 

(GDP) growth rate of 6,5 percent for sub-Saharan Africa, which will be primarily driven by oil 

exporting countries and also expected to result in an increase in GDP per capita (Merwe 2008). 

High income segments are easier to target since they are primarily concentrated in major cities 

where both high-end and middle-class consumers are brand conscious and well aware of the latest 

trends. In addition, several countries in the SSA region currently experience substantial and 

consecutive economic growth (Nellor 2008: 32-33) and real per capita income growth.  Furthermore, 

the entry of women into the workforce has increased the demand for processed food and dairy 

products and spurred a strong growth of supermarkets (Reardon, Timmer, and Berdeg 2004, pp. 

168-183). 

 

Urbanisation is among the strongest drivers of demand for high value products in SSA (Ashimogo 

and Greenhalgh 2007: 2-3). Urban populations are often more informed about trends, have easier 

access to information, and are better educated than the rural population (Temu and Temu 2005: 8). 

Urban consumption is also often supplied through imports rather than domestic production and can 

be expected to boost the demand for imported dairy products, provided that wages continue to 

increase (FAO 2007).  Busier lifestyles are reflected in a burgeoning demand for pre-packaged 

products, dietetic products and premium products (EIU: Economist Intelligence Unit 2005: 8). As 

income levels and living standards rise, consumption patterns are likely to change accordingly.  

 

Rising income may, however, not necessarily be reflected in a corresponding change in the 

consumption pattern in sub-Saharan Africa. As an example, unprocessed milk is still demanded 

among higher income households (Hooton 2008).  According to the Kenya Dairy Board, the factors 

that keep driving the continued importance of the informal market are the traditional preferences for 

fresh raw milk (Kjoeller 2008, 18-21). As a result, people are more reluctant to pay extra to get the 

milk processed and packaged than would otherwise be the case elsewhere (Kjoeller 2008, 18-21).   
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Population size and growth rates are very important factors 

to include when predicting future demand as growth is 

expected to increase demand for food products (FAO 

2007: 134-135). SSA has just over 10 percent of the 

world's population and a yearly growth rate of 2.5 percent, 

which surpasses the growth in Asia and Latin America by 

more than double and makes it the highest population 

growth rate in the world (FAO 2007: 134-135; May). The 

division of the population varies considerably across the 

region. The majority of the total population in sub-Saharan 

Africa falls under the Bottom of the Pyramid (BOP) 

segment
17

. According to the theory, the collective purchasing power of the BOP can easily compete 

with the economic benefits of targeting higher income segments. Here, especially the very large 

number of people living in the mid- to high income segments within the BOP market possess 

significant purchasing power themselves (Hammond et al. 2007: 18). The global market at the BOP 

is estimated to be $5 trillion (PPP). The figure to the right tries to visualise the market how the 

market size is divided between the different industries. Out of this, the food sector in general 

constitutes far the largest proportion of the market, which the figure above illustrates (Hammond et 

al. 2007). 

 

Out of a total population of around 500 million 

people, Africa‟s total food market is estimated to be 

$215 billion. Out of this, approximately 250 million 

people fall under the category as BOP consumers 

who account for $97 billion of the total food market. 

A majority of countries in sub-Saharan Africa are 

dominated by BOP consumers who account for 50-90 

pct of the national food market depending on the 

country (Hammond et al. 2007: 89-92) (FAO 2007).  

  

                                                 
17

 The BOP segment is defined as those with annual incomes up to and including $3000 per capita per year (2002 PPP). 

The mid-market population segment is defined as those with annual incomes above $3,000 and up to and including 

$20,000 PPP. The high income segment includes annual incomes above $20,000 PPP. The figures presented in this 

thesis use annual income brackets of $500 PPP within the BOP to distinguish six BOP income segments, denoted as 

BOP500, BOP1000, BOP1500, etc. (Hammond et al. 2007) 

 

Figur 2 The Global BOP Market (WRI 2006) 

 

Figure 15, The Global BOP Market (WRI 2006) 

 

Figure 16: Advancement of Arnold  & Quelch (1998) 
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When compiling this market information, the preliminary categorisation that was made of SSA 

changes. Instead of perceiving the markets in SSA as trailing markets, we have documented why 

they should be perceived as markets with more long-term market potential. The potential is in 

particular strong for those companies who manage to combine the strategies of building strong 

global brands with products for consumers at the different levels of the economic pyramid. These 

companies are likely to benefit from the diversified income segments in SSA in terms of increased 

revenue and consumer loyalty. As illustrated in the figure above, the market potential in SSA can be 

moved from what is characterised as a trailing market towards a role as either a leading markets 

and/or one that calls for platform investments.  

 

On this basis the following table summaries the immediate, studied market factors that influence 

and partly determine if Arla Foods should enter SSA. The factors are divided into potentials and 

challenges, to give an overview of their influence. 

 

Market potentials and challenges in sub-Saharan Africa 

Influencing factor 
Potentials (+) vs. 

Challenges (-) 
Assessment 

Various segmentation classes in 

the SSA market 
+ Market opportunities within different consumer 

segments  

 

Economic growth 

  
+/- Enable consumers to purchase more processed/ value-

added dairy products/ Income level is still at an absolute 

low level an unprocessed milk is still demanded despite 

growing income 

Urbanisation and growing middle 

class  
+/- Urban population has higher purchasing power and a 

concentrated population urban areas ease 

distribution/Middle class is still relatively small 

Highest population growth in the 

world 

 

+ Expected growing demand for dairy products due to 

extensively increase in population  

 

Food market is strong within BOP 

segments 

 

+ Large share of available income is spent on food 

products 

 

6.1.2 Industry and Competition 

On the consumption side, regional demand for milk products grew by 4 percent from 1990-2004, 

while regional supply only increased with 3.1 percent. With present trends, the demand for milk in 

sub-Saharan Africa is expected to grow by a 3.5 percent average annually until 2020. Increased 

imports are therefore needed to meet the rising demand of milk products especially because of the 

local low supply. Furthermore, only 15 percent of local production is processed into more value-

added products such as butter and cheese (COMESA 2004) and therefore not large enough to meet 

Table 6 
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the growing demand. As a response to the mismatch between regional supply and demand, the 

imports of milk increased 2.1 percent a year within the same period and are strongly lead by the 

West African states (Ndambi and Hemme 2007, 8-10).  However, the informal market in SSA, 

which is not included in official statistics, is one of the primary distribution and marketing channels 

of dairy milk. The aggregate milk consumption is therefore expected to be higher than what can be 

measured in the statistics (Magnowski 2008).  

 

As outlined in chapter four concerning the dairy industry in sub-Saharan Africa, the majority of 

milk in sub-Saharan Africa is produced by small-scale farmers and consumed more or less 

unprocessed.  Only around 15 percent of the total milk produced in Africa is presently processed 

into standard products such as butter, cheese, yogurt and dry products (Dairy mail Africa 2005). 

There is, however, a growing consumption of dairy products as a result of increasing wealth and 

urbanisation, which the rising import levels of dairy products can confirm. Furthermore, the lack of 

raw milk in the processing industry in SSA forces dairy companies to rely on imported milk for 

further processed dairy products (UN Global Compact 2005) to keep up with the growing demand. 

As a result the dairy market is dominated by imported brands (Dairy mail Africa 2007), which is to 

the benefit of Arla Foods. 

 

The dairy industry in SSA is influenced by international brands such as Nestlé, Kraft Foods, 

Parmalat and Unilever, which have established strong footholds together with regional players such 

as Friesland Foods and Promasidor (Euromonitor 2007; Dairy Reporter 2004). These brands have a 

considerably stronger presence and previous experience in SSA in terms of market coverage 

compared to Arla Foods. The main driver for success of these companies has been through strong 

market presence, supplying a wide range of products including powdered milk, chilled dairy and ice 

cream and infant nutrition (MIGA 2006). The primary driver for the success of these companies has 

been driven by a rapidly growing market for flavoured milk drinks, combined with penetrating new 

upcoming markets across throughout sub-Saharan Africa (Dairy Reporter 2004).  

 

On the competitive side, the literature on first mover advantages shows that developing economies 

have certain distinctive features, which can help a first mover create value. In the early stage of 

market and industry development, the availability of imported goods is only limited, which press up 

retail prices for the benefit of foreign companies. Rising dairy imports in sub-Saharan Africa 

indicate that present supply cannot satisfy the growing demand in the market despite the presence of 

global as well as regional players.  
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The competitive landscape complicates the entry process for second- or late movers and the 

emerging market literature underlines that the only long-term viable solution for companies without 

operational experience from LDCs is to acquire local brands. These local brands are then again 

positioned alongside companies‟ existing global brands (Arnold and Quelch 1998, 7-20).   

 

Arla Foods can acquire some first mover advantage if it introduces new products. Further market 

presence increases the company‟s reputation and brand recognition, improving the advantages of 

larger sales volume as well as the unique opportunity to dominate certain distribution channels. Yet 

the discussion of whether or not Arla Foods should engage into pioneering activities in SSA is 

influenced by numerous conditions that shape the developments of these markets as well as the 

willingness of Arla to take investment risks. Although certain first-mover advantages appear in 

some markets in sub-Saharan Africa, Arla Foods has to compete with established brands in 

acquiring ownership advantages. As a consequence, this competition exposes global brand 

premiums and creates more vulnerable market positions.  

 

On the retail side, the development of supermarkets in the region over the past 5 to 10 years has 

changed the organisation of the agri-food business, even though informal sales channels such as 

roadside kiosks and food stalls are still the backbone of African distribution/marketing channels. 

Although taking place at different pace and scope across the region, the growth in supermarkets 

require new approaches for local as well as international players at various levels {{19 Agricultural 

and Development Economics Division, FAO 2004}}. Previously, supermarkets were traditionally 

viewed as a rich world phenomenon found in developed countries. However, supermarkets are no 

longer concentrated around niche market players for rich consumers living in developed country 

capital cities. Despite the different pace and scope in which these developments are taking place 

there has been a development and increase in the number of supermarkets in the SSA (Agricultural 

and Development Economics Division, FAO 2004, 168-183). In general, there has been a trend 

from supermarkets occupying only a small market in urban and capital cities serving only the rich 

and middle class, to supermarkets addressing the middle class in order to penetrate into the food 

markets of the lower income, semi-urban areas. Even though the pace of the retail development in 

Africa is uncertain (Vermeulen et al. 2008), the increase in supermarkets in sub-Saharan Africa 

eases the market entry for Arla Foods as marketing channels become more familiar and clear. 
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The major supermarkets in the region have introduced private standards into their procurement 

strategies to ensure certain quality levels of their products (Luow 2008: 2-3).  This is of importance 

to Arla, since quality is the pride of its business.  

 

The table below provides an overview of the possibilities and challenges that lie in Arla Foods‟ 

business potential in SSA seen from the industry and competitive perspective, which consist of a 

mix of external and internal factors as highlighted in the analytical framework. 

 

Industry & competition potentials and challenges in sub-Saharan Africa 

Influencing factor 
Potentials (+) vs. 

Challenges (-) 
Assessment 

Demand levels  + The demand level outgrows local supply, which makes the 

industry dependent on imported dairy products  

Import levels + Rising demand for imported dairy products as a consequence of 

low local supply and growing purchasing power 

First mover/follower potential +/- Potential to serve a new product market/Competition from 

global players and regional players who are already established 

in the market 

Development in supermarkets +/- Growing presence of supermarkets ease distribution of goods 

and create a demand of high quality products/ Informal markets 

are still dominating the distributor of food products 

 

 

Internal Factors 

The internal factors address the second, and last part of the analytical framework, which underlines 

that Arla‟s choice of entry, cannot be properly assessed by only looking at the external factors. This 

section therefore gives an explanation of Arla‟s internal factors consisting of previous experiences 

and their capabilities. A comprehensive summary of both factors and their variables will be given in 

the end of this section and thereby provide the answer to why Arla Foods should consider entering 

SSA. 

 

6.1.4 Previous Experience  

A company‟s past experience is driven by what the resource-based view determines as path 

dependency. This implies that future strategic direction is based on and determined by a 

combination of choices made in the past (Meyer, Wright, and Pruthi 2009; Hoskisson et al. 2000, 

249-267; Uhlenbruck, Meyer, and Hitt 2003, 257-282; Whitelock 2002, 342).  

 

Arla Foods has previously been highly dependent on its home markets. However, today the 

international markets account for the majority of Arla‟s business activities with 61 percent of its 

Table 7 
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revenue earned abroad. This is measured on earned revenue from increasing investments in non-

traditional markets through sales offices, subsidiaries and production sites (Arla Foods 2007).  

Through the organisational learning perspective and internationalisation process, companies can 

leverage their accumulated knowledge of one country towards entry into similar foreign markets. 

This has also been the case in Arla Foods where a lot of focus has been given first to the home 

market, where Arla developed its business to become a dominant key player and thereafter able to 

develop its business in neighbouring countries (and thereby expanding its scope of home markets). 

It is only within recent years that Arla Foods has opened up for investment into emerging markets 

such as North Africa, Russia and China and thereby becoming a stronger international player in new 

markets. 

 

Today Arla Foods is targeting these growing and large markets more intensely with a relatively 

stronger equity type of establishment, which can be seen as a way to develop its business. The most 

evident examples are the investments made in China, Russia and Mexico, which can be seen as a 

strong market seeking investment, due to among other reasons, the large population size. A 

continuation of this market seeking, but also knowledge-seeking investment is likely to make Arla 

Foods more geared to work in a LDC context. The reason for this is that more knowledge is gained 

in markets where non-traditional market conditions rule (as also highlighted in the theory) and Arla 

thus positions itself “closer” to the market resulting in a higher risk, but with a stronger 

commitment, which makes them able to tap into the market faster and acquire specific market 

knowledge. Additionally, diversifying into new markets helps Arla to reduce its reliance on 

traditional home markets, which for most cases are saturated.  

 

With the two overseas divisions, Consumer International and Global Ingredients; Arla focus‟ on 

different markets and different target groups, which jointly provides Arla with comprehensive 

knowledge on serving various needs at the various levels in the population. The divisions also have 

some developing country experience from North Africa, Vietnam and Bangladesh, among others, 

primarily through sporadic exports. Additionally, Arla Foods has experience with the sub-Saharan 

market (which Arla Foods‟ previous experience in SSA, chapter 5 explained) through more than 3 

decades of exports with both Consumer International‟s and Global Ingredients‟ products. Here Arla 

has built up connections with distributors and agents to ease entry and business and at the same time 

minimize risk. Sales has been taken place in a number of countries across the SSA region primarily 

centred around the higher income groups, but also attention to the lower income groups by 

especially Global Ingredients has been shown in its product launch of an adapted product. Most of 
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its attention has been given to develop its presence in South Africa and Nigeria, because of the 

possibilities these markets present, which also shows Arla‟s commitment to large markets. The 

company will thus be able to draw on resources and competencies gained from operating in both 

developed, emerging and developing countries and exploit these experiences in the formulation of 

an entry strategy in SSA. 

 

Moreover, the Middle East is an extraordinary case for Arla Foods, because it is one of Arla‟s key 

markets and has presented several challenges for the sales of Arla Foods‟ products lately due to the 

Muhammad crises. This made Arla Foods vulnerable because a boycott was made on Danish brands. 

Consequently sales were reduced and adjustments needed to be made to build up trust and 

reputation to increase sales in the market again. The challenges in the Middle East have provided 

knowledge on how to respond to consumer responses fundamentally different from home markets. 

Additionally, external exposures like the case of contaminated milk powder provided by Arla‟s joint 

venture partner in China, underlines that Arla needs to adjust for sudden risks and exposures in the 

entry and business activities when planning investments and partnerships into regions with different 

institutional and cultural scenarios. These experiences are however also likely to have served as a 

strong lesson on how to conduct business in a non-traditional market (compared to its home 

markets) and to respond quickly to problems so as to remain in business. It has also shown how 

defenceless Arla can be when being dependent on too few markets. On the other hand, external 

exposures like the above-mentioned examples might make Arla Foods more reluctant to further 

invest into emerging markets and developing countries. The risks might be perceived as too big of a 

burden on the company‟s reputation.  

 

Below, you will find Arla Foods‟ potential successes and challenges outlined in terms of previous 

experiences. This shows the level of experience and type of experience Arla can rely on when 

deciding upon entering SSA. 

 

Previous experience: Potentials and challenges in sub-Saharan Africa 

Influencing factor 
Potentials (+) vs. 

Challenges (-) 
Assessment 

Business development experience + Comprehensive business development 

experience in the development of becoming a 

international player 

Establishment and export experience in 

non-traditional markets 
+ Increasing knowledge about emerging and 

developing countries more commitment to 

emerging and developing countries 

Segmentation experience + With Consumer International and Global 

Ingredients Arla has experience of serving 

various customers‟ need at various income 



 88 

levels 

Sub-Saharan Africa experience +/- Decades of experience with export to SSA. 

Build up connections with agents and 

distributors and stronger commitment to adjust 

to customers‟ need for adjusted products/SSA 

experience is to a larger degree based on the 

experience from South Africa and Nigeria 

Middle East experience +/- Experience in working in a ever changing 

environment which requires continuously 

adjustment/ Cut on earnings due to complex 

market environment which is likely to make the 

company more reluctant to investment into 

complex markets 

 

6.1.5 Capabilities  

Arla Foods‟ product portfolio originally targeted developed markets in their home markets, but has 

throughout the years moved to also target customers in emerging markets and developing countries. 

The importance of the Middle East and the more recent attention on West African markets (seen in 

Arla Foods a snapshot and Arla Foods – previous experiences in SSA) has resulted in innovative 

product development aimed at the demand found in these markets. This includes heat-resistant dairy 

products (cheese) and a new, cheaper version of milk powder (Cool cow for Global Ingredients). 

This serves as an advantage and opportunity for Arla Foods, since markets in Sub-Saharan-Africa 

can give challenges to companies‟ business in terms of cooling facilities in distribution systems. 

Moreover it is a strength for Arla to have a current portfolio, which to some extend also, target the 

lower income segments, which has been identified as posing comprehensive possibilities in SSA. 

This trend shows increasing resource allocation towards non-traditional markets in terms of product 

development, which is primarily driven by Global Ingredients. Consumer International can to a 

large degree rely on its products from the Middle East, which is also have been adjusted to non-

traditional patterns and is currently also sold in Africa. It shows that Arla can meet a wide ranging 

demand of processed dairy products with its current portfolio.  

 

Arla has in general been relatively reluctant to change its structure, and is still traditionally 

structured through a cooperative setup, which means that the co-operative members primarily are 

financing expansions with a respective change in the price of raw milk. This means that a consensus 

must be reached when deciding on further growth options. This could complicate a further entry in 

SSA. On the other hand the ownership structure is currently at debate, it is likely to develop and be 

restructured in order to be more open to expansion opportunities. Moreover, increased earnings (2 

billion) in the few last years shows Arla Foods‟ current profitability, despite the influence from 

Table 8 
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external factors (the Muhammed crisis), which has cut earnings. As a result, Arla Foods‟ financial 

performance is showing positive trends for a (low) investment into SSA. 

 

The summary below outlines Arla Foods‟ main capabilities to influence the choice of Arla Foods‟ 

entry in SSA.  

 

Capability potentials and challenges in sub Saharan Africa 

Influencing factor 
Potentials (+) vs. 

Challenges (-) 
Assessment 

Product portfolio of processed dairy 

products  
+ Arla Foods can serve customers‟ comprehensive 

demand of dairy products due to its wide-ranging 

product portfolio relying on products from both 

developed and developing countries 

Earned revenue performance + Increased revenue to finance expansion on new 

markets 

Ownership structure -/+ Limited to grow on non key markets. Yet, changes 

in the structure has already opened up for the 

potential of a revised ownership structure 

 

6.1.6 Summary 

As demonstrated in the market assessment and contrary to what the theory has highlighted, SSA is 

not limited to being a trailing market that scores low in market potential. Instead, SSA should be 

seen as a region that presents long term market potential that can be converted into profit. The 

reason for this can be found in a mixture of tendencies in the market. First of all, the economy is 

growing, which enables consumers to purchase more processed and value added dairy products. In 

addition, SSA represents great potential in the form of a large population, which at an aggregate 

level demonstrates the highest growth rates in the world. Furthermore, substantial changes in the 

market are taking place in the form of growing urbanisation and an increasing middle class. The 

market potential lies in the fact that a concentrated population can ease distribution. In fact, SSA 

holds several opportunities for businesses to target various income segments ranging from lower to 

higher income consumers, which is a unique feature of the region. The higher income segments are 

often the most obvious target group for companies. However, the potential to conduct business in 

lower segments should not be overlooked. Indeed, special attention should be drawn to the 

possibilities at the Bottom of the Pyramid (BOP). The reason for this is that food markets are strong 

within the BOP market with large shares of income being spent on food products. However, it 

should be mentioned that the development of the market is fairly slow. 

 

Table 9 
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The nature of the industry and competitive scope shows that Arla Foods can tap into a dairy 

industry, which is characterised by a short supply from local players and therefore a high 

dependency on imports. As global and regional dairy players already operate in the market, Arla 

Foods can gain certain “follower advantages” from entering these markets. It may even be possible 

for the company to gain first mover advantages by launching new products. Moreover, the growing 

presence of supermarkets generates demand for high quality products and the large coverage of 

supermarkets can help to ease the distribution of Arla Foods‟ products.  

 

Despite the many opportunities in the industry and competitive setup, Arla Foods will also be faced 

with an industry which is dominated by an informal market and consumption that does not 

necessarily follow a traditional pattern. The institutional setup in SSA can to some degree constitute 

a challenge to Arla Foods, because a lack of market information makes it more difficult to acquire 

knowledge and thereby assess and adjust to the market and industry conditions. Moreover, political 

risk, infrastructural voids, bureaucracy in customs declaration and protectionist initiatives are 

obstacles that Arla Foods are likely to come across. However, it is possible to work around these 

challenges for example by establishing a partnership with an intermediary. Furthermore, the 

progress in economic liberalisation is a clear indication of the positive direction in which the region 

is developing.   

 

As already established, the market potential in SSA is not unconditional. However, Arla Foods can 

rely on its many years of experience from operating in different markets, including the fact that the 

company has grown from being a local player in home markets to becoming an international player 

on the world stage. This demonstrates that Arla Foods has developed its business, despite 

international competition, to encompass new markets, including establishments in more uncertain 

emerging markets and developing countries. Furthermore, Arla Foods can rely strongly on its solid 

export experience and intermediary contacts in sub-Saharan markets, which are evident factors to 

exploit when developing the business further. Consequently, and as a result of Arla Foods‟ current 

activities in sub-Saharan Africa, the company‟s capabilities are increased by the accumulated 

portfolio and experience of Consumer International and Global Ingredients. These two divisions 

know how to serve the demand for processed products at various levels. Moreover, Arla Foods has 

shown increased revenue performance, which can be utilised to assign more resources to assess the 

region. Finally, the ownership structure of the company is developing and there seems to be more 

openness at hand towards revising the company‟s priorities. 
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At an overall level, it can be established that the external market conditions do represent 

comprehensive business development opportunities for Arla Foods. Despite the challenges in the 

markets, Arla Foods can rely on its previous experience and capabilities to work around them, 

especially the institutional voids. Therefore, there seems to be no doubt that Arla Foods would 

benefit from entering SSA, taking the challenges into thorough consideration. 

 

A summary of Arla Foods‟ potential successes and challenges of entering SSA is outlined in the 

table on the next page. The aim is to provide a clear overview of the variables that speak in favour 

of Arla Foods‟ entry in sub-Saharan Africa. 

 
 

Why should Arla Foods consider entering sub-Saharan Africa? 

 
 

External Factors 
 

Internal Factors 

 Market Industry/Competition Institution Previous Experience Capabilities 

P
o

te
n
ti

al
 

Market opportunities 
within different 

consumer segments 

 
A growing economy 

enable consumers to 

purchase more 
processed/ value-

added dairy products  

 
Urban population has 

higher purchasing 

power and a 
concentrated 

population urban areas 

ease distribution of 
products. Growing 

middle class  

 
Expected growing 

demand for dairy 

products due to 

extensively increase in 

population  

 
Large share of 

available income is 

spent on food products  

The demand level outgrows 
local supply, which makes 

the industry dependent on 

imported dairy products  
 

Rising demand for imported 

dairy products as a 
consequence of low local 

supply and growing 

purchasing power  
 

Potential to serve a new 

product market as a first 
mover or follower  

 

Growing presence of 
supermarkets ease 

distribution of goods and 

create a demand of high 
quality products 

Increase in FDI in various 
fields such as infrastructure 

and bureaucratic initiatives 

ease doing business 
  

Global tariff agreements and 

consumer demand are likely 
to put pressure on further 

liberalisation initiatives for 

the ease of business entry  
 

Partnerships can ease 

business by working around 
the voids 

 

Benefits of trying to convert 
the informal dairy market 

and build stronger formal 

marketing channels 
 

Increase in high quality and 

standard products for the 

benefit of businesses with 

high quality products (Arla) 

Comprehensive business 
development experience in 

the development of 

becoming a international 
player  

 

Increasing knowledge 
about emerging and 

developing countries more 

commitment to emerging 
and developing countries  

 

With Consumer 
International and Global 

Ingredients Arla has 

experience of serving 
various customers‟ need at 

various income levels 

 
Decades of experience 

with export to SSA. Build 

up connections with agents 

and distributors and 

stronger commitment to 

adjust to customers‟ need 
for adjusted products 

 

Experience in working in a 
ever changing 

environment which 

requires continuously 
adjustment 

Arla Foods can serve 
comprehensive demand 

of dairy products due to 

its wide-ranging 
product portfolio 

relying on products 

from both developed 
and developing 

countries  

 
Increased revenue to 

finance expansion on 

new markets  
 

The co-operative 

structure is currently at 
debate and a more 

openness to a revised 

structure is likely to 
occur  
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C

h
al

le
n
g

e 

Income level is still at 

an absolute low level 
an unprocessed milk is 

still demanded despite 

growing income  
 

Middle class is still 

relatively small  
 

Majority of local dairy 

purchased through the 
informal economy 

Competition from global 

players and regional players 
who are already established 

in the market  

 
Informal markets are still 

dominating the distributor of 

food products 

Lack of data complicates the 

process of acquiring 
knowledge about key 

patterns and set-up when 

assessing the market  
 

Political instability increases 

transaction costs and 
uncertainty about the market  

 

Poor infrastructure requires 
innovative distribution 

system compared to 

developed markets  
 

Protectionist initiatives 

limits access of international 
companies in local markets 

and increases bureaucracy in 

trade  
 

Customs and ineffective 

legal system challenge entry 
to the market  

 

 

SSA experience is to a 

larger degree based on the 
experience from South 

Africa and Nigeria 

 
Cut on earnings due to 

complex market 

environment which is 
likely to make the 

company more reluctant to 

investment into complex 
markets 

The ownership 

structure can to some 
extent limit growth 

opportunities in new 

markets 

A
ss

es
sm

en
t 

The market conditions 
show positive trends 

with various 

segmentation 
possibilities, economic 

growth and growing 

middle class and 

urbanisation (though at 

from a relatively low 

level) together with the 
highest population 

growth in the world.   

 
 

The industry and competitive 
setup is characterised by 

strong growing demand, 

dependency and increasing 
levels of imported dairy 

products. Moreover, there is 

the potential to create first 

mover advantages with a 

new product launch, because 

competition is exist. Increase 
in supermarkets will ease the 

distribution of products 

though the majority of local 
milk is currently distributed 

through the informal market. 

 
 

Several institutional voids 
are likely to challenge Arla 

Foods‟ business in SSA. 

Information is rare, political 
risks exist and bureaucratic 

measurement and poor 

infrastructure can delay 

operations. 

 

On the other hand, economic 
liberalisation and focus on 

stricter quality standards can 

increase and enhance trade 
commerce for foreign 

players. 

Arla Foods‟ previous 
experiences can be used in 

SSA, because they have 

experience in developing 
its business to becoming 

an international player and 

can rely on its increasing 

knowledge about non-

traditional markets. 

Combined with Arla 
export experience in SSA 

where also connections 

have been built up with 
agents and distributors, it 

gives Arla a solid profile. 

Yet, more comprehensive 
knowledge is limited to 

South Africa and Nigeria 

and its previous exposures 
in the Middle East may 

make Arla more reluctant 

towards high risk 
investments.   

Arla encompasses 
comprehensive 

capabilities to serve the 

dairy market in SSA in 
the form of a wide-

range product portfolio, 

an increasing financial 

performance. The 

ownership structure is 

likely to be modified 
which is expected to 

ease further entry and 

investment into new 
markets.   
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6.2 Where should Arla Foods enter sub-Saharan Africa? 

To select the most attractive countries for Arla Foods, this chapter starts with a preliminary market 

overview over the regions in sub-Saharan Africa based on relatively measurable factors. The 

reason is that we in this way can streamline the many countries sub-Saharan Africa cover, and 

thereby ease the selection process. Thereafter the selected regions is elaborated upon in a country 

specific context, which end up with choosing the countries with the most potential based on the 

given synergies between external and internal factors and their variables developed from the 

analytical framework.  

Since sub-Saharan Africa encompasses a collection of diversified regions, it seems appropriate to 

address tendencies among selected countries in each region rather than compiling a detailed picture 

of each country. Generally, the main challenge of market assessments in sub-Saharan Africa is to 

acquire the adequate knowledge and information about the different markets and regions.  

 

6.2.1 Preliminary market overview 

This section discusses the data about sub-Saharan Africa in a regional context to compare the 

regions‟ performance on GDP per capita, population size, and state of peace, corruption, and 

World Banks‟ ease of doing business, together with the import levels of milk powder import. This 

allows us to compare the regions and better choose which countries to address the business 

potential for Arla Foods. 

 

Indicated by the International Monetary Fund (IMF), the economic state of certain countries in sub-

Saharan Africa resembles the same attractive business potential as the first generation of emerging 

markets economies (ASEAN countries) in the beginnings of the 1980s (Nellor 2008, 22/09). The 

group of countries is Botswana, Ghana, Kenya, Mozambique, Nigeria, Tanzania, Uganda, and 

Zambia. They are pointed out and chosen based on their strong economic growth of around 7 

percent, which is primarily driven by the private sector combined with public policy embracing 

market-led growth (Nellor 2008, 22/09).  

 

The findings from the IMF underline the argumentation of the scope of this thesis and the findings 

in the previous section of why Arla should enter SSA. The IMF thereby supports business in the 

selected economies. For Arla Foods and the dairy industry economic growth may be reflected in 

positive spill-over effects due to increased investments and macroeconomic development and as a 
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result higher income. This development we have discussed in previous sections, which is likely to 

boost the level in dairy consumption.  

 

The figure to the right depicts 

Africa‟s economic performance 

compared to the rest of the world 

and shows a development towards 

growth levels of the ASEAN 

countries. The same countries also 

share a larger amount of FDI as a 

percentage of GDP compared to 

ASEAN-1980 as well as institutional  

 

investors showing increased interest in the financial markets 

(Nellor 2008: 32-33). As an example of what ASEAN 

markets can contribute to for the development of Arla 

Foods‟ business, Vietnam can serve as a case in point. 

Vietnam has had positive developments and has among 

others a rising middle class and today more than 70 Danish 

companies are currently established in the market (Danske 

Bank 2008). This is also a country where Arla Foods 

launched a new corporation in 2007, because many of the 

competitors were already present, and Vietnam has a large 

population of 84 million inhabitants with a growing purchasing power and as a result the 

consumption of dairy products was boosted (Arla Foods 2007b) 

 

For at further insight of the underlined SSA countries, the GDP/capita (depicted to the right), shows 

that in particularly Botswana stands out with a relatively higher GDP/capita of around $15,000-

20,000. Ghana, Kenya, Tanzania, and Nigeria experience a GDP/capita of around $1,000 – 3,000. 

Mozambique, Uganda and Zambia perform the lowest level of GDP/capita of $0-1,000. The 

indicator shows that particularly the countries in the Southern and Central part of sub-Saharan 

Africa have the highest GDP/capita rates. Despite the fact that the measurement does not show the 

differences within the countries, the GDP/capita can still serve as an initial indicator of how 

attractive the country and its customers are likely to be.  

 

Figur 1 {{172 Economic Commission for Africa 2008/s: 22;}} Figure 17 Source: Economic Commission for Africa 2008 

Figure 18 



 95 

Though, as the BOP theory highlights it is not only the consumer group with the highest income 

that serves as potential business segments for profitable business. In this respect, also populous 

countries are attractive due to the sheer size of the various segments. A volume market could equal 

access to many potential customers with the possibility of few initial entry points and/or resources. 

This is of particular interest to Arla Foods since sub-Saharan Africa is still not the subject of 

increased resource allocation from corporate management‟s side. 

 

The figure to the right depicts the population size in sub-

Saharan Africa, showing a high current concentration of 

population in especially Nigeria (148 mill.), Ethiopia (83.1 

mill.) and Dem. Rep. of Congo (62.2 mill.) (Economic and 

Social Statistics Division of the Statistics Department 2008). 

With more than 148 million people, Nigeria is by far the 

most populous country in sub-Saharan Africa (May 2008) 

and, as an obvious consequence, it attracts the attention of 

both local and foreign dairy companies wishing to tap into 

the markets as the section of the dairy industry in SSA indicated. Yet, Tanzania, Uganda, Kenya 

and South Africa are also countries with a high population as the map illustrates.   

 

Arla might generally be hesitant towards entering into 

markets hosting political instability and social unrest. The 

figure to the right illustrates the state of peace in the various 

counties in Africa and can give an indicator of the countries‟ 

status. With recent experience with political/social incidents 

from the Middle East and China, Arla Foods might presently 

be particularly cautious about taking further steps with heavy 

investment, into non-traditional markets. However, it is important to mention that despite scoring 

low on the “state of peace” index a market might still be of interest and Arla Foods might on the 

other hand also be pushed into the market, due to global competition and securing its business in the 

long run. As an example, Arla Foods has been conducting business in Nigeria and South Africa, 

which are very attractive dairy markets, but are at the same time countries, which performs poorly 

on the peace index as the figure underlines.  

 

Figure 19 ADB 2008  

Figure 20  
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Addressing the up-coming markets mentioned by the IMF, Tanzania, Zambia, Botswana, Ghana, 

and Mozambique are characterised as states of relatively stable countries whereas Kenya, Uganda 

and Nigeria experience a high degree of instability. Further, countries like DRC, Sudan and Somalia 

are countries struck by conflicts. Most of the politically stable countries are centred in the Eastern 

and Southern parts of the sub-Continent (except from Ghana, Burkina Faso and Senegal, which is 

located in West Africa). This outlines the challenge of pinpointing specific regions with the highest 

potential as few poor performers in one region might obscure the whole picture for the surrounding 

countries (Vision of Humanity 2008). 

Corruption and lack of transparency, remains one of the biggest challenges throughout sub-Saharan 

Africa despite progress in democratic changes (Transparency International), which is likely to be 

part of the reason why several firms fear to invest in the region. Though, the potential might still 

overcome the measurement in this index. The Transparency International‟s 2008 Corruption 

Perceptions Index shows that there is mixed results in efforts to fight corruption. Countries like 

Botswana, Cape Verde and Mauritius are the top 3 performer, which are at the same time also some 

of the smallest countries in SSA. South Africa, Ghana, Tanzania, Zambia, Nigeria, Mozambique, 

Uganda, and Kenya follows in that respectively order (of the IMF chosen countries) as the best 

performers. It shows that the “South” with Botswana and South Africa are the front runner with 

little corruption and larger level of transparency.   

The countries that have been pointed out so far, have been highlighted by the IMF and/or measured 

based on their performances in the different indices for an opening overview. In order to sum up on 

the discussion as well as the general ranking and performance of the regions in SSA as a whole, the 

following section categorises the top 10 performing countries in SSA within PPP/capita, population 

size, the global peace index and the corruption index, import milk data (which was presented in the 

dairy industry section), and World Banks‟ ease of doing business indicators in a regional context. 

By including World Bank‟s Ease of Doing Business Ranking in this preliminary summary, the 

assessment adds on a well-known parameter for measuring countries‟ institutional development 

towards creating better market conditions for doing business. 

The preliminary assessment of the market potential is therefore divided into four regions: West 

Africa
18

 , Central Africa
19

, East Africa
20

, and Southern Africa
21

 and is depicted on the next page. 

                                                 
18

 Benin, Burkina Faso, Côte d'Ivoire, Cape Verde, The Gambia, Ghana, Guinea, Guinea-Bissau, Liberia, Mali, Mauritania, Niger, Nigeria, Senegal, 

Sierra Leone and Togo 
19

 Angola, Cameroon, Central African Republic, Chad, Democratic Republic of the Congo, Equatorial Guinea, Gabon, Republic of the Congo  
20

 Burundi, Djibouti, Eritrea, Ethiopia, Kenya, Malawi, Rwanda, Seychelles, Somalia, Sudan, Tanzania and Uganda and Zambia  
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Regional overview  of the top 10 performing countries in sub-Saharan Africa 

 Indicator 

 

 

Region 

PPP/Capita
22

 Population
23

 
Global Peace 

Index
24

 

Ease of Doing 

Business
25

 
Corruption

26
 

Milk Import 

statistics
27

 

 
Countries  
in top 10 

% of  
top 10 

Countries  
in top 10 

% of  
top 10 

Countries  
in top 10 

% of  
top 10 

Countries  
in top 10 

% of  
top 10 

Countries  
in top 10 

% of  
top 10 

Countries  
in top 10 

% of  
top 10 

Western  1 10 2 20 2 20 1 10 3 30 4 40 

Eastern  1 10 5 50 4 40 5 50 3 30 2 20 

Southern  5 50 2 20 2 20 4 40 4 40 1 10 

Central  3 30 1 10 2 20 0 0 0 0 3 30 

 

Although only providing a simplified overview of the regions within SSA, there is a tendency 

towards Eastern and Southern Africa being among the top-performers within the defined categories 

(marked in blue) to provide a good business potential for Arla. Yet, West Africa is also to be 

included in the following elaboration, because of its high import of milk and Arla Foods‟ stronger 

focus and expectations to this region. The following sections will therefore reveal whether this 

overall tendency towards East-, South- and West Africa fit with the ongoing trends in the individual 

markets and with Arla Foods‟ previous experience and capabilities. 

 

To be noted is that Arla Foods has experience with sales to Angola (which is part of Central Africa), 

but as the above ranking indicates, there is not much basis for further investigation into this region 

at present, when compared to the potential of the other regions. Therefore, this region is, at this 

stage, roughly sorted out for further investigation, due to the region‟s overall poor performance.  

 

6.2.2 Elaboration of selected regions  

 

Western Africa 

The parallel import of Arla Foods‟ products into West African markets indicates a market for 

processed dairy products (Skøt 2008c), and combined with Global Ingredients‟ knowledge and 

commitment to Nigeria, a consolidation of the company‟s position in Western Africa seems to be an 

obvious market expansion into sub-Saharan Africa. Nigeria is by the primary driver for market 

                                                                                                                                                                  
21

 Botswana, Lesotho, Madagascar, Mauritius, Mozambique, Namibia, South Africa, Swaziland, and Zimbabwe  
22

 (Economic and Social Statistics Division of the Statistics Department 2008) 
23

 (Economic and Social Statistics Division of the Statistics Department 2008) 
24

 (Vision of Humanity)  
25

 (World Bank)  
26

 (Transparency International)  
27

 http://disinfo.dk/ 
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entry into Western Africa both in size and in terms of regional growth. Interestingly, Nigeria is also 

the largest importer of milk powder in SSA (Hübschmann and Nielsen 2008) . Further, a number of 

supermarket chains have emerged in recent years, primarily catering a limited market of high- and 

middle income consumers and expatriates, primarily around major cities (EIU: Economist 

Intelligence Unit 2005, 1-71). Dairy demand is dominated by urban areas and middle-high income 

consumers, which also are growing in numbers (FAO 2007). This serves as great potential for the 

distribution of Arla‟s products.  

 

As highlighted in the literature, the market potential is not restricted to high-end consumers. The 

table below divides the Nigerian BOP market into six overall segments (BOP500, 1000, 1500, etc.), 

which provides a better view of the demographics of the market as the individual segments are 

depicted as total share, percentage, and an urban/rural ratio. As the column with the share of total 

expenditure shows, more than 85 percent of the total annual expenditure is spent in the BOP500-

1500 segment, indicating that the overall market value within these income segments are significant 

($ 65,500 million) despite limited individual purchasing power. Important it is to note that the vast 

majority of the Nigerian population lives in the lower BOP brackets, and the easier accessible urban 

population has a significant higher purchasing power. 

 

 

With the newly introduction of its “Affordability Concept” product line in Nigeria, Global 

Ingredients is increasingly becoming aware of the market potential that exists among consumers in 

the lower middle income segment. Here, the primary emphasis is put on keeping the product 

affordable, while at the same time preserving the nutritional benefits of traditional powder milk 

(Hübschmann and Nielsen 2008).  

 

Unfortunately, Consumer International is restricted by contractual requirements, and is therefore not 

licensed to sell Lurpak in Nigeria, which is one of its key products as well as highly demanded by 

distributors (Skøt 2008c).  

Figure 21 The Nigerian BOP Market, (Hammond, 2007) 
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Eastern Africa 

As highlighted in chapter 5, Consumer International receives weekly order requests from East 

African distributors/agents. At present, these requests have been viewed too small for Arla Foods to 

process (Skøt 2008b). It does, however, still make it interesting to investigate the market potential 

and the market trends further to understand where the growing interest of Arla Foods‟ products 

originates from. 

 

In 2007, five out of the top 10 most populous countries in sub-Saharan Africa were situated in the 

Eastern regions: Ethiopia (83.1 mio.), Tanzania (40.5 mio.), Sudan (38.6 mio.), Kenya (37. 5 mio.) 

and Uganda (30.9 mio.), which alone makes it a very attractive region, especially when Arla would 

like to invest in a region with several attractive neighbouring countries. Further, urban migration 

occurs across SSA, it has been significant in this region with urban population growing 3 percent 

faster than the rural population (Temu and Temu 2005: 8), which shows the possibility to target 

urban regions and meet a large number of the population. 

 

In addition, studies undertaken by the Eastern and Southern African Dairy Association (ESADA) 

show that the countries with the highest per capita dairy consumption in the region are Sudan and 

Kenya (Dairy mail Africa 2007). Especially health and school milk programmes have been initiated 

to boost milk consumption across the region. Kenya is considered to be the most developed 

market/industry for dairy products, second only to South Africa and is in general also experiencing 

a high GDP growth rate. Despite being one of the major dairy actors in the Common Market for 

Eastern and Southern Africa (COMESA) Kenya is far from meeting the demand. Around 94 percent 

of dairy supplies are imported from outside the region, mainly from Europe and South Africa. 

Further, the growth of the supermarket industry is especially significant around Eastern Africa 

{{102 Reardon, T. 2003/s: 1142;}} and Kenya has the most developed retail market, with 300 

supermarkets and a 20 percent share of supermarkets in urban food retail (Neven and Reardon 2004 

(Agricultural and Development Economics Division, FAO 2004, 168-183)).  On the other hand, 

competition might be somewhat stronger, due to the high consumption of imported milk and 

competitors‟ presence in the market. Nonetheless, one could argue that if Arla Foods can manage to 

compete with South African dairy companies in South Africa (which are some of the region‟s key 

player), it should be possible for Arla to compete on other regional markets. 

 

In addition, the majority of countries in East Africa are stable, especially in Tanzania, Malawi and 

Zambia according to the Global Peace Index and corruption is especially lower in Tanzania and 
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Zambia. However, politics have been/are turbulent at times in Kenya, including the 2007 election 

riots in Kenya, which affected the local dairy production (Luow, Ndanga, and Chikazunga 2008). 

This political tension in Kenya is, however, likely to have only limited impact on sales and general 

attractiveness of Kenya and its neighbouring countries (The World Bank June 2008).  

 

Tanzania has experienced remarkable growth within most high-value products (Ashimogo and 

Greenhalgh 2007: 2-3) and general poverty has declined more rapidly in the major urban areas such 

as Dar es Salaam (from 28 to 18percent) and less rapidly in rural areas from 41 to 39 percent. As a 

result, the purchasing power in urban areas has increased significantly (Ashimogo and Greenhalgh 

2007: 2).  

 

Uganda is also attractive due to its relatively high GDP growth, which should be underpinned by 

improved electricity supply and improved stability in northern Uganda, with the private sector one 

of the main pillars of growth. Further, Uganda is the country in the Eastern region that has had the 

potential in the BOP market documented, which is depicted on the next page. As illustrated, the 

majority of the population lives in the lower BOP brackets, although with an increasing share of the 

population moving towards the BOP1500. As opposed to the Nigerian example, around half of the 

population in the BOP2500-3000 segments live in urban areas, which according to the theory is 

likely to ease distribution. 

 

Global Ingredients has had initial interest in entering the Sudanese market. However, due to the 

boycott of Danish products (Reuters UK) market entry has proven impossible in the near future. 

Sudan scores high in terms of population and milk imports, however, in terms of political stability, 

the market entry can be complicated.  

 

Southern Africa 

South Africa and Botswana have experienced strong economic growth. Both countries have an 

abundance of natural resources as well as well-established legal systems. Consumer International 

Figure 22 The Ugandan BOP Market, (Hammond, 2007)  
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has been present in South Africa for years, and has established a comprehensive market aiming at 

highly processed dairy products. South Africa equally has a large population, access to financial 

capital, skilled labour, and a developed infrastructure, while scoring high on the corruption index 

which shows its relatively positive transparency system in business. Further the Southern African 

sub-region has seen an increase in urban population with 3 percent faster than the rural population 

(Temu and Temu 2005: 8).  

 

Arla Foods (Consumer international) perceives South Africa differently from the rest of sub-

Saharan Africa in terms of product portfolios and consumer preferences. Here products from Arla‟s 

home markets are sold to the higher income segments. However, South Africa does also provide 

potential for other types of sales. Although a relatively larger percentage of the population can 

afford value-added dairy products, a significantly larger percentage lie within the BOP3000, almost 

40 percent of the population has purchasing power parity between BOP1000-1500 as the table on 

the next page illustrates. 

 

Further, as indicated in chapter 5, supermarkets have expanded exponentially throughout the SSA 

region and is lead by South African retailers {{102 Reardon, T. 2003/s: 1142;}}. South Africa is 

also the country in the region, which has the largest number of supermarkets, but also the retail 

market in Botswana is following.  

 

Despite South Africa being a well established market, it does however, not score high on the Global 

Peace Index.  

 

Botswana‟s institutional and economic setup is on the other hand much more attractive and has very 

high stability in the market and low corruption. With its close proximity to the South African 

market combined with being one of the top three countries in sub-Saharan Africa with the highest 

Figure 23 The South African BOP Market, (Hammond, 2007) 
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consumption of milk per capita and with a high purchasing power, Botswana is a very attractive 

market for Consumer International, despite its low size of population.  

 

6.2.3 Summary 

This purpose of this section has been to identify the markets with the most potential for Arla Foods. 

First of all, it has been uncovered that the Western, Eastern and Southern regions of SSA represent 

the best market potential. This is partly based on IMF‟s assessment of countries with similar 

characteristics to those of the early Asian growth economies and partly on factors such as GDP per 

capita, population size, state of peace, corruption level, World Bank‟s indicator of doing business as 

well as the import level of milk powder.  

 

Second of all, the analytical framework has been used to combine the internal and external factors 

and their variables in order to elaborate upon the selected regions in a country context. This way, it 

became clear that Nigeria, South Africa, Ghana, Botswana, Kenya, Tanzania and Uganda represent 

the most potential for Arla Foods, though at different levels. The reason for this is that based on 

Arla Foods‟ experience in SSA, including its allocated resources to assess the markets and the 

relatively limited strategic SSA priority from top management, Arla Foods is likely to continue to 

pursue knowledge seeking investments into the largest markets with high purchasing power and 

consumption levels for dairy products. However, the company should not limit itself to operating 

only on the basis of market size since political stability, income distribution, BOP potential and 

urban and retail development are factors that all have a positive influence on market potential. The 

reason for why Arla Foods should enter these markets is therefore not only based on market size but 

on a combination of several factors. Thus, Nigeria and South Africa are attractive as a result of their 

market size, consumption pattern, the general growth in the retail sector as well as high potential in 

targeting different income segments. Ghana, Botswana, Kenya, Tanzania and Uganda are attractive 

because these countries reveal particularly positive trends of growing consumption, stability, retail 

development and various segmentation opportunities. 

 

Below, an overview is provided of all the markets in SSA within the measured categories. The table 

also indicates the reason for choosing the mentioned countries over the remaining countries in West, 

East and Southern SSA. The selected countries, which are the most attractive and require further 

evaluation by Arla Foods, are highlighted in blue. The table also provides a clear overview of the 

lack of (country) data, which has rendered it impossible to assess the affected markets, and several 

countries have therefore been deselected. 
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Summary of Western/Eastern/Southern African countries’ performance 

         Ranking 

 

Country 

Population: 

Above 

25 million 

PPP/Capita: 

Above 

$3000 

Growth: 

Above 5 % 

annually 

WB’s 

Doing 

Business:  

Top 10  

performers 

Global Peace 

Index: 

Medium state 

or above 

Corruption 

Perception Index: 

Top 10 performers 

in SSA 

Middle/ 

High 

Income 

Consumers 

BOP 

market 

Milk 

Powder 

import: 

Top 10 

performers 

Retail 

development 

Documented 

growth in 

dairy 

consumption 

Arla 

Foods’ 

Previous 

experience 

in SSA 

Western Africa           
 

 
 

Benin  - - - - - - N/A N/A N/A N/A N/A X 

Burkina Faso - - - - X X N/A X N/A N/A N/A 
- 

 

Côte d‟ Ivoire - - - - - - N/A X X N/A N/A X 

Cape Verde - - X - - X N/A N/A N/A N/A N/A - 

The Gambia - - X - - - N/A N/A N/A N/A N/A X 

Ghana  - - X X X X N/A N/A X N/A N/A - 

Guinea - - - - - - N/A N/A N/A N/A N/A - 

Guinea-Bissau - - - - - - N/A N/A N/A N/A N/A - 

Liberia - - X - - - N/A N/A N/A N/A N/A - 

Mali - - - - - - N/A N/A N/A N/A N/A - 

Mauritania - - - - - - N/A N/A N/A N/A N/A - 

Niger - - - - - - N/A N/A N/A N/A N/A - 

Nigeria X - X - - - X X X X X X 

Senegal  - - - - X - N/A X X N/A N/A X 

Sierra Leone - - X - - - N/A X N/A N/A N/A - 

Togo - - - - - - N/A N/A N/A N/A N/A - 

Eastern Africa              

Burundi - - - - - - N/A N/A N/A N/A N/A - 

Djibouti - X - - - - N/A N/A N/A N/A N/A - 

Eritrea - - - - - - N/A N/A N/A N/A N/A - 

Ethiopia X - X X - - N/A N/A N/A N/A N/A X 

Kenya X - X X - - X N/A N/A 
 

X 
X 

 

- 

Malawi - - X - X - N/A N/A N/A N/A N/A - 
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Summary of Western/Eastern/Southern African countries’ performance 

 

         Ranking 

 

Country 

Population: 

Above 

25 million 

PPP/Capita: 

Above 

$3000 

Growth: 

Above 5 % 

annually 

WB’s 

Doing 

Business:  

Top 10  

performers 

Global Peace 

Index: 

Medium state 

or higher 

Corruption 

Perception Index: 

Top 10 performers 

in SSA 

Middle/ 

High 

Income 

BOP 

market 

Milk 

import: 

Top 10 

performers 

Retail 

development 

Documented 

growth in 

dairy 

consumption 

Arla Foods’ 

Previous 

experience 

in SSA 

Rwanda - - - - - - N/A N/A N/A N/A N/A - 

Seychelles  - X - X NA X N/A N/A N/A N/A N/A - 

Somalia - - - - - - N/A N/A N/A N/A N/A X 

Sudan X - X - - - N/A N/A X N/A X - 

Tanzania  X - X - X - X X N/A X X - 

Uganda X - X - - - X X N/A N/A X 
 

- 

Zambia  - - X X X X N/A X N/A N/A X - 

Southern Africa              

Botswana  - X X X X X N/A N/A N/A X X - 

Lesotho - X - - X - N/A N/A N/A N/A N/A - 

Madagascar - - - - X - N/A N/A N/A N/A N/A - 

Mauritius - - X X - X N/A N/A X N/A X - 

Mozambique - - X - X - N/A X N/A N/A N/A - 

Namibia - X - X X X N/A N/A N/A N/A N/A - 

South Africa X X X X - X X X X X X X 

Swaailand - - - X X X N/A N/A N/A N/A N/A - 

Zimbabwe - - - - - - N/A N/A N/A N/A N/A - 

Table 12 Summary of Western/Eastern/Southern African countries‟ performance 
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6.3 How should Arla Foods enter the markets in sub-Saharan Africa 

As highlighted in the research identification and in the literature review, setting up new foreign 

business operations require several strategic decisions evolving around choices of why, where and 

how to enter. Having spent the two previous sections discussing the opportunities for why and where 

to enter sub-Saharan Africa, this section addresses the last issue on how to enter these markets. The 

answers are found by examining the internal and external factors as highlighted in the analytical 

framework. Following the same logic as the framework, this section therefore examines the choice 

of entry mode, timing and commitment and market positioning based on the market, industry & 

competition and institutions variables (external factors) together with Arla Foods‟ previous 

experiences and capabilities (internal factors). 

 

6.3.1 Entry Mode 

From an investor‟s point of view, the typical choice of entering the countries is firstly based on the 

ownership dimension, which was identified in the theory. It means whether or not Arla should go 

alone with full control and ownership or entering with less or no control, which could mean a 

continuation of the export strategy by using an export intermediary. Moreover, much of the 

economic value Arla can gain via an entry can therefore be seen as a return to the way in which the 

ownership specific advantages of firms are rated and deployed. This means that Arla Foods should 

be able to control specific assets not readily available to its competitors in SSA that would generate 

advantages, and as a result make rationale for Arla to pursue a full or absolute control with an entry 

mode. Consequently with firm specific assets, Arla Foods should be able to either lower production 

costs or charge higher prices than competitors, inevitably making Arla more profitable in the long 

run.  

In the theory transaction costs were identified to be used to explain market boundaries and reasons 

for certain entry strategies. However, in the analytical framework the main emphasis is on the 

external factors and internal factors of Arla Foods in terms of previous experiences and capabilities 

to determine such choice. 

In terms of evaluating the internal factors to influence an entry mode, Arla can rely on the resource-

based and knowledge-based view, which recognises the importance of both tangible and intangible 

assets. In particular, it regards knowledge as a critical firm specific capability and international 
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knowledge and experience as a valuable, unique, and hard to imitate resource that can be used to 

distinguish Arla from its competitors. Due to Arla Foods previous and current arm‟s length 

agreement to serve the markets in SSA via low intensity in investment, Arla Foods exploits its 

tangible assets, its technology among others, to produce high quality processed dairy product in its 

home markets (and other locations where production is taking place). For this reason, Arla is 

expected to acquire much of its intangible knowledge of the market, industry, competitive setup and 

institutions insight via its export intermediary, but also through its visits to the markets, which are 

necessary to determine the actual potential and market conditions. Moreover, market research of the 

region, primarily carried out by Global Ingredients, adds to the more measurable factors to 

determine the market, industry potential and challenge. However, also highlighted by Arla Foods the 

lack of available market data and uncertainty about the markets, makes it more complicated to 

assess the markets.   

 

In the SSA market, Arla has increased its involvement in both Nigeria (Global Ingredients) and 

South Africa (Consumer International) during recent years, as elaborated upon in Arla Foods‟ 

previous experiences in SSA (chapter 5). In both countries, it is therefore expected that Arla has 

built up year-long partnerships with agents and distributors, and in the customer-base built up a 

reputation for providing high quality products, which has allowed them to charge relatively 

premium prices for its products.  However, the partnership asset and reputation asset are expected to 

be largest in scope in these two markets where Arla Foods has the strongest commitment in SSA and 

as a consequence is also carrying out the most supporting marketing activities. Further, Arla Foods‟ 

previous internationalisation path in emerging and developing countries has been seen with a step-

wise entry within selected markets, and in general it has not taken on high risks in markets that are 

not part of the strategic markets.  

 

Collectively, it can therefore be difficult to confirm the ownership advantages that Arla Foods may 

at present stage exploit in SSA and make (partly) reason for an equity investment with full or 

absolute control.  

 

Moreover, in SSA Arla Foods has to compete with local and global established brands in acquiring 

ownership advantages. As a consequence, this competition exposes brand premiums and can create 

more vulnerable market positions, because these brands have considerably stronger presence and 

experience in SSA in terms of market coverage and years of experience compared to Arla Foods. 
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This situation is emphasised in the emerging market literature, which underlines that the only long-

term viable solution for companies without (strong) operational experience from LDCs is to acquire 

local brands. These local brands are then again positioned alongside companies‟ existing global 

brands. However, this would require a willingness on Arla‟ part to pursue higher investment and 

consequently higher risk. 

 

The institutional setting in sub-Saharan Africa consists of a combination of elements that both 

promote and hinder the upgrading of Arla‟s existing resources and capabilities. According to the 

theory, both formal and informal institutions influence companies in their decision to pursue equity 

investments. Given that local industry is often favoured by governments, high tariffs are added to 

imported goods. However, as pointed out earlier in the analyses, protectionist policies are expected 

to diminish alongside the economic liberalisation process that takes place across sub-Saharan Africa. 

However, poor infrastructure and heavy bureaucracy is something Arla Foods has to face in this 

region. 

Given the complexities of operating in LDCs in general, and SSA in particular, a lower intensity in 

investment could be beneficial to reduce risks. However, it would also require lesser control over 

production and quality measurements. Developing partnerships with local actors may become 

necessary to work around the institutional voids that exist. As pointed out in the literature, the 

institutional voids make it particularly difficult for foreign companies to acquire adequate 

knowledge of the markets on their own. Further, in situations where formal institutions fail, the 

informal mechanisms come into play, making local partnerships valuable. An actual choice of 

entering into alliances, on the other hand, involves more control over assets. Market entry with local 

partners is therefore merely the chosen entry mode when government regulations require a certain 

degree of local ownership (which is seen in China). Further, entering into a partnership would 

require a larger degree of risk willingness from Arla Foods.  

Given the external and internal factors Arla Foods might not be willing to take on a high risk at this 

state, which is also supported by its previous internationalisation modes and also its overall strategic 

focus on markets outside SSA. Although the market potential for Arla Foods in SSA has been 

clearly identified it is not unconditional. Due to Arla Foods‟ previously choice of arm‟s length 

agreement and entry, the markets in which Arla Foods is currently present might still be relatively 

unfamiliar and very unfamiliar in the new markets. Collectively with the institutional voids the 
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external and internal factors push for an entry strategy that focuses on a slow step-wise approach in 

order to minimise risks. This is also in line with the principles of the Uppsala model, which explains 

companies‟ internationalisation through a slow, step-wise, incremental market approach in step with 

the development of knowledge and capabilities about the markets. The point is exactly that this 

model is unique in seeking information about a market specifically which is based on experiential 

knowledge. In this way it is possible to ensure sufficient flexibility to further commit to the market 

or scale back investment as prospects alter.  

Linking to a contractual entry mode via export with local distributors and agents with knowledge 

about the markets and institutions therefore seems like the most appropriate, low risky entry for Arla 

Foods to follow at present stage. To continue to pursue an export strategy can also be an economic 

way to test markets (especially the one Arla is not currently serving) without committing too many 

resources up front.  However, significant investments in marketing are required, which are low in 

SSA. Further, manufacturing in home-based is consequently less risky than overseas-based and in 

general Arla has the opportunity to learn more about the markets before pursuing a higher risk. 

Further, a distinction has also to be drawn between passive and aggressive export. A passive 

exporter awaits orders or comes across them by chance; an aggressive exporter develops marketing 

strategies which provide a broad and clear picture of what the firm intends to do in the foreign 

market. Arla Foods should aim at a more aggressive export strategy to develop its business in SSA.  

 

The disadvantage by using export intermediary is mainly that Arla has lack of control when using an 

export intermediary, which has to be weighted against the advantages. It is therefore important not 

to underestimate both the challenges and opportunities of developing successful long-term 

partnerships with the right local partners. The main advantage of distribution agreements is that they 

require a limited amount of resources from Arla; the difficulty is however Arla Foods‟ lack of 

contact to the market and the conflict of interest that can emerge when sales reach a certain level.  

Following the argumentation above, the literature grants failures in non-traditional markets to 

miscommunication with distributors rather than institutional voids. Arla Foods has so far granted 

distributor control over several activities, because of their knowledge and connections in the market. 

With increased attention to the importance and development of collaboration with local distributors 

and agents, Arla is likely to be better equipped at understanding the local market as well as share 
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knowledge and ideas to ease communication and increase sales. Arla therefore ought to maintain 

high standards and requirements when selecting its distributors and agents.  

A summary is presented below. It summarises the variables, which influence Arla Foods‟ choice of 

entry mode, which consist of external and internal factors. It gives a clear overview of the 

possibilities that Arla Foods have.   

 

Entry Mode potentials and challenges in sub-Saharan Africa 

Influencing factors 
Potentials (+) vs. 

Challenges (-) 
Assessment 

Ownership advantages to pursue 

equity investment 
-/+ Primarily arm‟s length entry experience in SSA, 

which to some degree gives less contact and 

experience about the market. No sign of 

willingness of pursing a high risk investment at 

current stage/Has built up reputation assets and 

export intermediary relations 

Competition to acquire ownership 

advantages 
-/+ Competition with already established brands/ 

Opportunity to acquire local brands 

Internationalisation through 

incremental steps, start off with 

export 

+/ An incremental approach (export strategy) 

reduces heavy risk taking and provides flexibility 

while developing market knowledge/Limited 

control over marketing and knowledge about 

local consumer preferences 

Contractual agreement with local 

and regional intermediaries 
+/- Agent and distributor ease market entry with 

minimum risk/Challenging to develop good 

relations to intermediaries and/or find the right 

partner and transfer knowledge back to Arla  

Aggressive export  + Develop marketing strategies to acquire customer 

group. Low costs in marketing 

 

6.3.2 Timing & Commitment 

The actual timing of entry can be critical for building sustainable competitive advantages in the 

market, and is contingent upon the external market conditions as well as the type of risk Arla is 

willing to take. 

 

For market-based objectives in SSA, the potential is open when the demand starts to become 

significant and the competitive context is not yet well established. According to the theory, LDCs 

have several features, which can create first mover advantages for the company. These include the 

possibility of gaining advantages in terms of marketing, gaining brand recognition, and creating 

good government relations to create large sales volumes. The characteristics from the given markets 

in SSA show that a combination of economic growth, rising purchasing power, increasing 

Table 13 
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urbanisation and low local supply of dairy products create a growing demand for imported dairy 

products. As an early entrant, Arla Foods may be able to face large opportunities, but on the other 

hand it also involves higher risks and thus likelihood of swift exit. Early movers benefit from entry 

if they commit greater resources and maximise the gains from learning through interaction with a 

variety of local settings. The discussion on whether Arla Foods should pursue a first mover status is 

influenced by both the external and internal variables presented in the analytical framework.  

 

Given the current external circumstances, there seems to be few options for Arla Foods to pursue a 

first mover position in SSA as global and regional actors have already established themselves in the 

region. As a result, these companies have benefited from an early entry (with possible strong 

investment) and acquired increased market knowledge and local brand recognition. However, Arla 

can still benefit from relatively first mover advantages by introducing a new product on the market. 

 

Looking at the internal variables in the case of Arla Foods, the company maintains strong focus on 

its key home markets as well as underlines the emphasis of a more cautious, incremental approach to 

international market expansion as also seen in the previous section and moreover highlighted in 

chapter 3 with Arla‟s involvement into emerging and developing countries. This underlines Arla‟s 

relatively low willingness to commit and take risks at present. Nonetheless, Arla Foods should be 

willing to commit to further market integration and accept short to medium business risks in order to 

benefit from the long-term business potential of the markets in question.  

 

Consequently, pursuing a follower or late mover position lowers the uncertainty about the market 

potential, and reduces institutional voids. Yet, late movers‟ risk that the market is already 

established and strong brand loyalty recognised by consumers towards competitors. This is the trade 

off Arla Foods is faced with. Though, a later entry into the markets still seems suitable when first 

hand knowledge should be developed to combat the relatively low level of available market data. 

 

Over time, once more experience has been acquired, opting for earlier market entry into new 

markets in SSA could be considered. The reason is that as economies develop and consumers 

increase their purchasing power, the loyalty generated from early brand awareness is according to 

the theory likely to have positive effects on Arla Foods‟ business although it would require more 

than just non-equity investments. A stronger commitment to the market could include strategic 

partnerships, cooperation with local stakeholders and acquisition of compatible local players as also 
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highlighted in the previous section could be relevant to strengthen Arla Foods‟ regional distribution 

and sales capabilities in the selected economies.  

 

In the following table, a summary is presented over the timing and commitment factors for Arla. It 

shows the conditions based on the previous elaboration: A first mover potential, a market “follower” 

potential, and a late mover potential as well as a high and low commitment of investment. It gives 

an overview of the position Arla Foods can pursue based on the external and internal factors 

developed in the analytical framework. 

 

Timing and Commitment potentials and challenges in sub-Saharan Africa 

Influencing factors 
Potentials (+) vs. 

Challenges (-) 
Assessment 

First mover potential -/+ Difficult to pursue first mover potential due to global 

and regional dairy players‟ presence in the market, 

and more commitment from Arla would be required 

to pursue such position/ Opportunity for  

new product launch by also tapping into large sales 

volume 

Market “Follower” 

potential 
+/- Less risk taking approach due to lower level of 

uncertainty about the market conditions/The market 

might already be served by competitors  

“Late” mover potential -/+ Miss out untapped potential and brand loyalty among 

consumers/Relatively easy entry into more 

established markets and knowledge easier to be 

exploited  

High commitment of 

investment 
-/+ With partnerships Arla looses control over its assets, 

high risk/ Partnerships help to work around 

institutional voids 

Low commitment of 

investment 
+/- Beneficial to pursue low intensity of risk to reduce 

risks/Lower control over assets 

 

6.3.3 Market positioning  

As identified in the emerging markets literature, companies are often faced with a trade-off between 

pursuing a global brand strategy that aims for the premium market segment versus the mass market 

at the lower end of the economic pyramid through large scale and cost-efficient production. Whereas 

the former brand strategy aims at gaining large profit margins per unit sold, the latter approach aims 

at earning fewer margins per unit, while becoming profitable by sheer volume sale (Prahalad, C. K. 

2003). Because of the institutional voids in developing countries, multinational companies find it 

difficult to serve anything but the market‟s global tier, and the lack of market research data in 

general makes it difficult for the companies to understand the customer‟s taste. Moreover the 

paucity of distribution networks makes it impossible for them to deliver products to customers in the 

Table 14 
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hinterland. On the other hand, market research shows that both options seem achievable in the sub-

Saharan African market, which is in line with the LDC literature. Companies that manage to 

combine the strategies of building strong global brands with product brands for the mass market are 

likely to gain the greatest benefits of the very diversified income segments in terms of increased 

revenue and consumer loyalty.  

 

With the current product portfolio, Arla Foods is likely to be able to continue to target higher 

income segments and maintain a premium price for its value-added product brands. Nonetheless, as 

the LDC literature, including the BOP literature, notes, higher income segments do not constitute the 

only growth potential in LDCs {{12 Khanna,Tarun 2005}}. 

 

Local consumers demand locally adapted products at affordable prices. This means that in a SSA 

context a more diversified brand strategy would allow Arla to tap into the various segments without 

losing profit value margins or compromising quality levels. Thus, adjusting the price and attributes 

on certain products provide the opportunity for Arla Foods to tap into consumer segments that 

comprise the vast majority of the total population in sub-Saharan Africa. Global Ingredients seems 

to have acknowledged the need for a diversified brand strategy and is introducing products, 

addressing the markets which Khanna & Palepu (2006) characterise as glocal and local consumers. 

These consumers strive for products with global quality standards, but adjusted to local features at 

slightly less-than-global prices. With this approach, Arla Foods is able to build long-term profitable 

markets in sub-Saharan Africa within the different market tiers. 

 

Consumer International is currently present in South Africa with a target focus and product portfolio 

that corresponds to the preferences of high income consumers. However, as 75 per cent of the South 

African population is actually characterised as BOP consumers, looking into market opportunities 

within middle/lower income segments seems like a viable business option for Consumer 

International to develop its business. Using South Africa as a market to test its portfolio of Middle 

Eastern products, the division is likely to generate important knowledge about the market for lower-

middle income segments. First, Arla can acquire knowledge about new consumer groups and 

increase its business coverage in an existing market and, second, Consumer International is able to 

address income groups, which have not previously been targeted.  
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As seen in the theory, foreign companies are likely to brand themselves towards the upper-ends of 

the consumer markets, while leaving middle and lower segments to local brands. Strong loyalty 

towards foreign brands can be reflected in price setting, because consumers in developing countries 

often trust the foreign brands in their marketing message and are therefore also willing to pay a 

higher price. However, this does not universally apply in a sub-Saharan African dairy context. As 

pointed out in the chapter of the dairy industry in sub-Saharan Africa, rising incomes do not 

automatically result in increasing demand for processed food products. Many consumers chose to 

continue purchasing milk on the informal market even when their income increases, which 

emphasises the focus on a broad portfolio also adjusted to local needs. 

 

A criterion for profitable market growth in sub-Saharan Africa is the ability to align Arla Foods‟ 

product portfolio with the needs and preferences of the SSA consumers. As highlighted, economic 

growth is often perceived to result in increased demand for premium imported goods. Yet, Arla 

should not believe that sub-Saharan Africa can serve as a new market for mature products originally 

intended for their home markets. Middle and high-end consumers in these economies are well aware 

of the latest global trends as a result of easy access to the Internet and media. In addition, the middle 

class consume both high and low price products.  

 

In order to accommodate the consumption patterns in sub-Saharan Africa, Arla Foods could initially 

benefit from targeting markets with its existing product portfolio. However, further product 

development and adaptation seem apparent if Arla Foods is to stay competitive in the long run. 

According to theory, product adaptation is almost inevitable when addressing the middle income 

and BOP market that require products that are affordable, easy to use and reliable. Global 

Ingredients has experience of selling milk powder across different income segments, which its 

current product portfolio of different milk powder brands shows.  

 

Consumer market segmentation can be determined and identified by investigating geographic, 

demographic and psychographic characteristics. According to the theory, a beachhead presence in 

one or two of the cities is suggested when firms want to take an incremental step-wise entry into the 

market. Further, the population in sub-Saharan Africa is concentrated around urban areas and tends 

to have higher levels of disposable income within the various segments. This makes it relevant to 

start targeting urban areas, as concentrated population groups ease the opportunity of focusing 
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marketing campaigns and developing more efficient distribution channels, while keeping resources 

low. 

  

To give an overview of the elaborated points, the summary below outlines the market positioning 

potentials and challenges in SSA for the business development of Arla Foods based on the identified 

variables from the analytical framework with focus on the division between internal and external 

factors. In this way a clear picture of Arla Foods‟ marketing positioning is presented.  

 

Market positioning potentials and challenges in sub-Saharan Africa 

Influencing factors 
Potentials (+) vs. 

Challenges (-) 
Assessment 

Segmentation: High, middle, 

low income segments 
+/- Potential to build strong brands across the segments 

by earning fewer margins per unit than only gaining 

profit margins per unit/Relatively little experience of 

operating in the various segments 

Marketing opportunities and 

constraints in consumption 

pattern within the segments 

-/+ Various preferences within middle-high income 

groups. Still strong consumption via informal 

channels/Consumption via formal marketing channels 

(supermarkets) is rising 

Product portfolio – Adjusted to 

local needs and preferences 
+/- Currently wide product portfolio to serve various 

preferences for dairy products/Likely need for further 

product development to stay competitive in the long 

run 

Urban consumer focus to 

combat institutional voids and 

maximise resources 

+ Potential to reach concentrated population with 

growing purchasing power and efficient selling, 

advertising and distribution 

 

6.3.4 Summary 

Having identified which markets in sub-Saharan Africa that pose the greatest potential benefit for 

Arla Foods to enter, this section discussed how to approach the short-listed group of countries. 

Based on entry mode, proposing an incremental expansion through exports appears to be the most 

obvious entry strategy for Arla Foods at this stage.  

In practise, this includes starting out by increasing the company‟s market presence in Nigeria and 

South Africa, through Global Ingredients and Consumer International respectively. Securing a 

strong market position across different income segments thus serves as the initial step in a further 

entry into SSA. Incorporating the incremental expansion approach, Arla Foods is likely to build on 

its already acquired knowledge onto new markets. Eventually, this should progress into entering 

neighbouring countries (Ghana and Botswana) where consumer patterns are likely to be similar to 

Table 15 



 115 

the company‟s existing markets in the region.  As highlighted in the international business literature, 

both the psychic and physical distances play an important role in choice of entry. 

 

In a long term perspective, Arla Foods would benefit from approaching a new geographical region 

(Tanzania, Kenya and Uganda) that represents opportunities for both of Arla Foods‟ overseas 

divisions to exploit the potential benefits of a joint divisional market entry. This way, selected 

promising markets in sub-Saharan Africa can be entered in a manner that accommodates and 

corresponds to the current development of Arla Foods‟ capabilities and market knowledge.  

 

The table on the next page summarises how Arla Foods should enter into sub-Saharan Africa based 

on entry mode, timing & commitment, and market positioning. A brief recap of which markets Arla 

Foods should enter is equally added.  The second section of the table outlines the proposed 3-step 

entry into the region. Here, actions for both Consumer International and Global Ingredients are 

considered. 
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How should Arla Foods enter the markets in sub-Saharan Africa? 
 

 

Where to enter sub-Saharan Africa? 
 

Based on a combination of both internal and external 

factors influencing market assessment:  

 

- Relative to Arla Foods‟ experience in SSA 

- Ease of doing business 

- Level of dairy import 

- Issues of political stability 

- Income distribution and GDP/capita 

- BOP potential  

- Urban demand  

- Retail development 
 

The following markets were selected based on the above-

mentioned variables:  

 

Nigeria, South Africa 

Ghana, Botswana 

Kenya, Tanzania and Uganda 

 

 

 

Entry Mode 
 

Arla Foods would benefit from maintaining a low risk 

entry mode as a result of its previous low-risk 

internationalisation path and relatively limited experience 

from the sub-Saharan market. The reason for this it that, 

although the sub-Saharan market demonstrates positive 

developments in growth and dairy consumption, it is still 

characterised by uncertainty, competitor presence and 

institutional voids. 

 

Using a stepwise internationalisation approach through 

non-equity means of export and distributor/agent ensures 

sufficient flexibility in its entry mode. With distributional 

agreements Arla Foods can work around the institutional 

voids, even though it would entail a slight loss of control. 

 

If Arla Foods in future wish to strengthen its focus on sub-

Saharan Africa and acquire larger market shares, it could 

be relevant to look into the possibilities of acquisitions of 

local brands as this will strengthen Arla Foods‟ 

distributional and sales coverage.  

 

 

Timing & Commitment 
 

Based on Arla Foods‟ low risk approach and to lower the 

uncertainty of the external market environment, Arla 

Foods would benefit from pursuing a “follower” 

approach, ensuring that market potential has been 

identified by other players.  

 

Arla Foods has previously granted distributors control 

over the local marketing of its products. Through closer 

collaboration with local distributors/agents, Arla Foods 

will be better equipped at understanding the market and 

marketing channels available. Eventually, Arla Foods 

will be in a better position to develop products that meet 

the needs and demands of sub-Saharan African 

consumers.  

 

Making early market entries elsewhere in the region can 

be considered at a later stage, when the company has 

become more familiar with market conditions. Early 

market entry would also require willingness to take on 

more risks. 

 

Market positioning 
 

Arla Foods can gain several advantages from pursuing a 

market position that will focus not only on the premium 

segment but also on the middle and lower segments 

(BOP), which hold great potential for both of Arla Foods‟ 

divisions. By focusing on these segments, Arla Foods can 

rely on and further develop its current segmentation 

experience.  

 

At an initial stage, it will be sufficient for Arla Foods to 

rely on its existing portfolio, because of its wide ranging 

products. However, with a more diversified and adjusted 

product portfolio, Arla Foods can build long-term 

profitable markets in sub-Saharan Africa within the 

distinct market tiers.  

 

In order to work around the institutional voids and fully 

utilise its experience and capabilities, Arla Foods should 

emphasise in targeting consumers concentrated around 

urban areas. 
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Step 1: Penetrate existing markets in new segments - South Africa & Nigeria 
 

 

Consumer International will be able to increase sales and market coverage of Arla Foods‟ product in South Africa by 

tapping into lower consumer segments, while continuously targeting existing high/middle income consumer segments. 

  

Consumer International has been present in South Africa for over 30 years with a product portfolio that corresponds to 

the preferences of high income consumers in home markets. However, since 75 percent of the South African 

population is characterised as BOP consumers, it could be valuable to look into the market opportunities within 

middle/lower income segments to increase coverage and sales. In a longer perspective, this will be of great benefit to 

Consumer International in the sense that the division can keep track of the consumers as their consumption patterns 

change. Consumer International should use South Africa as a pilot market for penetrating lower income segments by 

applying its current portfolio of products from the Middle Eastern market. Using South Africa as a test market entails 

important benefits, including the fact that Consumer International can build on its experience in a familiar market by 

targeting new consumer groups and testing the products in lower segments. The success of such approach can be 

measured in sales numbers. The approach will require only a small increase in investment and enables Aral Foods to 

tap on Global Ingredients‟ experience of serving lower income segments. 

 

Global Ingredients will be able to increase its existing business in Nigeria by continuing its penetration of the lower 

income segments, while at the same time serving the higher income segments.  

 

Global Ingredients has experience of selling milk powder in various income segments in Nigeria with its current broad 

product portfolio. Global Ingredients will gain advantages from incorporating the market potential in the various 

segments directly into its growth strategy. The reason for this is that Global Ingredients can then strengthen its position 

further by exploiting its already acquired knowledge and capabilities attained from operating in the Nigerian market. 

Global Ingredients should therefore build on existing knowledge and contacts in Nigeria, while continuing to allocate 

resources.   

 

 

 

Step 1 
Short-term  
1-3 years 

Step 2 
Medium-term  
3-5 years 

Step 3 
Long-term 
+ 5 years 

 
Penetrate existing markets in new 
segments - South Africa & Nigeria 
 
 
 
 
 
 

Exploit existing advantages by 
expanding to neighbouring 
countries – Botswana & Ghana 
 
 
 
 
 

 
Joint Entry into new region – East 
Africa (Kenya, Tanzania, Uganda)  
 
 

How should Arla Foods enter the selected markets in sub-Saharan Africa? 
Proposing a 3-step entry  
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Step 2: Exploit existing advantages by expanding to neighbouring countries – Botswana & Ghana 

 
 

Both Consumer International and Global Ingredients would benefit greatly from exploiting the potential of utilising 

existing knowledge and capabilities from operating in South Africa and Nigeria to expand into Botswana and Ghana, 

respectively. To a large extent, these countries represent familiar preferences, trends and developments. 

 

Based on the capabilities gained from existing markets, the divisions are better equipped at understanding and 

exploiting preferences and trends in new neighbouring markets. Botswana and Ghana are particularly interesting, 

because they represent impressive growth potential within the dairy industry for the benefit of Consumer International 

and Global Ingredients respectively.  Furthermore, Consumer International will most likely benefit from its agent‟s and 

distributor‟s connections to South African supermarkets, which are already established in the Botswanan market.  

 

 

Step 3: Joint entry into new region – East Africa (Kenya, Tanzania, Uganda) 

 
 

In the long run, it could be worth investigating the potential of combining the knowledge and capabilities of Consumer 

International and Global Ingredients in order to carry out a joint entry into East Africa (Kenya, Tanzania, & Uganda). 

This region scores high on market potential for both Consumer International‟s and Global Ingredients‟ products. 

 

At present, neither Consumer International nor Global Ingredients have much experience in providing products to 

Eastern Africa. However, by focusing on markets with interesting potential for both divisions, Arla Foods has an 

obvious opportunity to utilise the synergies embedded in each of the divisions‟ previous experience and capabilities. 

With a joint approach, the divisions can share costs and benefit from the tacit knowledge that each division possesses 

with regard to market factors, industry and competitor insight as well as institutional systems in sub-Saharan Africa.  

This way, Arla Foods will be able to serve customers‟ various demands for dairy products.    

 

 

 

 
Table 16 
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7. Conclusion 

 

Arla Foods has, with its overseas divisions Consumer 

International and Global Ingredients shown increased interest  

in expanding its market presence in sub-Saharan Africa,  

which is supported empirically and theoretically. However,  

Arla Foods has not yet determined a clear strategy on how to  

grow in the region. The central objective of this thesis has  

therefore been to identify and formulate the most beneficial entry  

strategy for Arla Foods if it were expanding its activities in sub-Saharan Africa.  

 

In order to establish a comprehensive base for the formulation of an entry strategy for Arla Foods, 

the thesis has been based on three supporting questions, namely why Arla Foods should consider 

entering sub-Saharan Africa, where in the region to expand, and finally, how to enter these markets 

with regard to entry mode, timing and commitment as well as market positioning. These questions 

are of substantial relevance in that they are highlighted in the strategic management literature as the 

essential basis for formulating an entry strategy.  

 

In order to uncover the elements in the business literature that shape and influence entry strategies in 

sub-Saharan Africa, while at the same time working around the relatively limited amount of 

literature that exists on the least developed countries, the theoretical review first takes on a broad 

perspective before being more specific on business strategies. It means that international business 

literature is included because it discusses the broader motives behind internationalisation and ways 

to internationalise. However, it does not address the business strategy‟s elements in a non-traditional 

market context. This is instead addressed by emerging market literature, which adds specific 

knowledge on challenges and opportunities of operating in markets with distinct institutional 

challenges as well as diversified income tiers. Finally, the least developed country literature urges 

companies to adopt market strategies that specifically address the needs of lower income groups. In 

other words, all the three sections treated in the literature review contribute with different 

perspectives on the process of internationalisation. By adding these perspectives we are provided 

with a thorough understanding of the elements of an entry strategy.   
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To reach the answer to what entry strategy Arla Foods should pursue in sub-Saharan Africa, an 

analytical framework has been developed on the basis of the applied literature in order to categorise 

the factors that determine and shape the entry. The framework outlines that it is external factors 

consisting of market, industry, competition and institutions as well as internal factors consisting of 

the company‟s previous experience and capabilities that provide us with the answer to why, where 

and how Arla Foods should enter. In other words, the theoretical elements become operational in 

answering what entry strategy Arla Foods should pursue in sub-Saharan Africa. Recognising that 

neither the external nor internal factors can be analysed separately, the framework takes into account 

the interrelatedness between the factors as well as the identified variables.  

 

The evaluation of why Arla Foods should enter sub-Saharan Africa has revealed a number of market 

and industry related potentials. These relate especially to economic and population growth, a rising 

middle class and increased urbanisation which lead to higher consumption levels. Moreover, 

growing dairy imports have proven necessary to compensate for low and insufficient local 

production. Unique to the markets are the segmentation options for targeting customers across 

income groups. Here, Arla Foods can rely on its wide ranging product portfolio of various processed 

dairy products. However, the market potential is not unconditional. To compensate for the identified 

institutional voids and competitors‟ presence, Arla Foods has to rely on its general experience in 

business development as well as its specific sub-Saharan Africa experience and already acquired 

contacts. This way, the opportunities that sub-Saharan Africa has to offer surpass the challenges, 

thus making it favourable for Arla Foods to enter as long as the challenges are incorporated into the 

choice of entry strategy. 

 

Having reviewed the external and internal factors identified in the analytical framework, it is 

possible to draw conclusions as to where Arla Foods should enter. As highlighted by Arla Foods and 

the applied theory, assessing market potential without being present in the market can be 

complicated. Nevertheless, it is possible to work around these limitations by carrying out an 

assessment that combines Arla Foods‟ previous experiences and capabilities with general 

measureable indicators such as GDP per capita, population size, with the level of political stability, 

income distribution, the bottom of the pyramid potential, urban and retail development, corruption, 

import levels as well as World Bank‟s indicators of doing business.  
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As a result, Arla Foods should not only target the existing markets in South Africa and Nigeria on 

the basis of their respective income level and population size. In addition, Arla Foods is 

recommended to exploit the potential they offer to grow across various income segments. In this 

vain, Ghana, Botswana, Kenya, Tanzania and Uganda are identified as attractive countries not solely 

on their high consumption levels or level of purchasing power, but because they also reveal 

particularly positive trends of stability, retail development and various segmentation opportunities at 

different levels. This gives a clear indication that Arla Foods can develop its capabilities and exploit 

its previous experiences both on existing as well as new markets. 

 

Although the identified markets provide considerable opportunities for Arla Foods to exploit, the 

internal factors play a crucial role in determining how Arla Foods should enter. Based on Arla 

Foods‟ previous experience in sub-Saharan Africa, the internal resources allocated for conducting 

market assessments, combined with the relatively limited strategic priority of the region from 

corporate management, Arla Foods is recommended to pursue an incremental entry strategy through 

export, which would entail a commitment to take on a “follower” position. In this way it is possible 

for Arla Foods to accommodate its focus on minimising business risks while simultaneously 

developing its knowledge on the markets. Moreover, Arla Foods should rely on local market 

knowledge and thus make use of local intermediaries to ease its entry and increase sales. Building 

stronger commitment to local partners should in turn provide Arla Foods with a more 

comprehensive understanding of the market characteristics to be exploited by focused marketing and 

distribution strategies. 

 

Arla Foods‟ is likely to benefit the most by targeting the distinct market tiers that exist in the 

markets. The company should thus refrain from perceiving sub-Saharan Africa as a trade-off 

between focusing on premium segments versus cost-efficient products for the mass market, as both 

possibilities have been identified in the market. Arla Foods can therefore build a strong basis from 

its regional experience by continuing to target higher income segments where a premium price can 

be obtained. The accompanying key issue is then for Arla Foods to increase its attention towards the 

needs of the lower market segments in order to truly establish a profitable and sustained market 

presence.  

 

For this reason, Arla Foods should initially build on its experience and capabilities from its key 

markets in South Africa and Nigeria to expand its business in the new identified income segments. 



 122 

A continuously positive development in the markets allows Arla Foods to gain advantages from 

committing further to the region by focusing on Botswana and Ghana. Here, both Consumer 

International and Global Ingredients are able to operate within a market environment and 

consumption patterns that are likely to be similar to those of South Africa and Nigeria. On a longer 

perspective, it would be worth investigating the possibility to pursue a joint entry into Kenya, 

Tanzania and Uganda, since by focusing on markets with potential for both divisions, Arla Foods 

has an obvious opportunity to utilise the synergies embedded in each of the divisions‟ previous 

experience and capabilities.  

 

In sum, the application of a concrete and operational analytical framework has made it possible to 

answer the question of what entry strategy Arla Foods should pursue in sub-Saharan Africa. It has 

become clear that assessing and investigating an entry into the region of sub-Saharan Africa on the 

basis of internal and external factors has been of vital importance in order to be able to formulate the 

most optimal entry strategy for Arla Foods. 

 

Reflections 

Throughout the thesis, it has been emphasised that the assessment of market potentials in least 

developed countries is complicated due to limited availability of relevant data. For obvious reasons, 

the same challenges apply to the recommendations of this thesis. This dilemma is however, to a 

large extent compensated for by applying the proposed analytical framework in the assessment of 

Arla Foods‟ entry strategy into sub-Saharan Africa. The strength of the framework is that the 

recommendations are supported theoretically, when empirical evidence has been unavailable 

through desk research. The challenge is then that the recommendations tend to be generalising.  

 

As such, it can be difficult to measure the relative importance of the individual variables. This thesis 

refrains from evaluating this internal relation. As an example, Arla Foods may put more emphasis 

on the institutional costs of operating in the region compared to the potential benefits of targeting 

new market segments. 

 

Taking all aspects into consideration, it is perceived feasible for Arla Foods to pursue further market 

expansion into sub-Saharan Africa with this methodology. However, since sub-Saharan Africa is 

characterised by uncertainty which can result in dynamic changes, the impact of the external 



 123 

variables can therefore vary. This would directly influence the recommendations presented in this 

thesis. Further, assessing the markets at first hand is still recommended. On the other hand, the 

strength of the analytical framework is that it can address these dynamic variables and reapply them 

if Arla Foods‟ entry strategy needs to be re-evaluated. 



 124 

References  

African Development Bank Group. African Economic Outlook 2008. in African Development Bank 

Group [database online]. 2008 [cited 09/15 2008]. Available from 

http://www.afdb.org/portal/page?_pageid=473,20970243&_dad=portal&_schema=PORTAL.  

Agricultural and Development Economics Division, FAO. 2004. The Rapid Rise of Supermarkets in 

Developing Countries: Induced Organizational, Institutional, and Technological Change in 

Agrifood Systems. 1, no. 2:168-183.  

Almeida, P., Jaeyong, S., Grant R. 2002. Are Firms Superior to Alliances and Markets? An 

Empirical Test of Cross-Border Knowledge Building. 13, no. 2:.  

Arla Foods. 2007a. Annual Report 2007.  

Arla Foods. Arla åbnet nyt selskab i Vietnam. in Arla Foods [database online]. 2007b [cited 10/08 

2008]. Available from 

http://www.arlafoods.dk/appl/HJ/HJ201AFD/HJ201D01.NSF/O/D7AD0E63A497F4FDC1257

2EC0035A82F.  

Arla Foods. 2006a. Our Annual Report 2006.Arla Foods.  

Arla Foods. 2006b. Our Brands 2006.  

Arla Foods. 2005. Annual Report 2004/2005.Arla Foods.  

Arla Foods. 2004a. Annual Report 2003/2004.  

Arla Foods. Eksport produkt grupper - 2003/2004. 2004b.  

Arla Foods. 2003. Annual Report 2002/2003.  

Arla Foods. Fonterra samarbejde godkendt. 2001 [cited 09/19 2008]. Available from 

http://www.arlafoods.dk/appl/HJ/HJ201AFD/HJ201D01.NSF/O/B6943BCCB1F04B0CC1256

D97004FDE6F.  

Arla Foods amba. 2007a. Arla Foods University 2007.  

Arla Foods amba. 2007b. Dairy Prices and their recent unprecedented development.  

Arla Foods amba. 2007c. Our responsibility - Arla Foods' Corporate Social Responsibility Report 

2007.  

Arla World. 2008. Arla World, 2 June 2008.  

Arnold, David J., and John A. Quelch. 1998. New Strategies in Emerging Markets. Sloan 

management review 40, no. 1:7-20.  

http://www.afdb.org/portal/page?_pageid=473,20970243&_dad=portal&_schema=PORTAL
http://www.arlafoods.dk/appl/HJ/HJ201AFD/HJ201D01.NSF/O/D7AD0E63A497F4FDC12572EC0035A82F
http://www.arlafoods.dk/appl/HJ/HJ201AFD/HJ201D01.NSF/O/D7AD0E63A497F4FDC12572EC0035A82F
http://www.arlafoods.dk/appl/HJ/HJ201AFD/HJ201D01.NSF/O/B6943BCCB1F04B0CC1256D97004FDE6F
http://www.arlafoods.dk/appl/HJ/HJ201AFD/HJ201D01.NSF/O/B6943BCCB1F04B0CC1256D97004FDE6F


 125 

Ashimogo, Gasper, and Greenhalgh, Peter. 2007. Tanzania - Trends in growth of modern retail and 

wholesale chains and related agribusiness. Nairobi, Kenya: Regoverning Markets.  

Aulakh, Preet S., Masaaki Kotabe, and Hildy Teegen. 2000. Export Strategies and Performance of 

Firms from Emerging Economies: Evidence from Brazil, Chile, and Mexico. Academy of 

Management Journal 43, no. 3:342-361.  

Bender S., Fish A. 2000. Abstract: the transfer of knowledge and the retention of expertise: the 

continuing need for global assignments. Journal of Knowledge Management 4, no. 2:125.  

Brass, L. Global demand, drought, rising prices may change dairy industry forever. 2008 [cited 

September/08 2008]. Available from http://www.knoxnews.com/news/2008/jun/22/global-

demand-drought-rising-prices-may-change-dai/.  

Buckley, P., Hashai N. 2005. Firm configuration and internationalisation: A model.  

Buckley, Peter J., and Pervez N. Ghauri. 2004. Globalisation, Economic Geography and the Strategy 

of Multinational Enterprises. Journal of International Business Studies 35, no. 2:81-98.  

Canabal, A., and G. White III. 2008. Entry mode research: past and future. 2006 17, 267.  

COMESA. 2004. Regional Dairy Trade Policy Paper.  

Connell, N. A. D., J. H. Klein, and P. L. Powell. 2003. It is Tacit Knowledge But not as we know it: 

Redirecting the Search for Knowledge. 54, no. Knowledge Management and Intellectual 

Capital:.  

Crabtree, Andrew. 2007. Evaluating “The Bottom of the Pyramid” from a Fundamental Capabilities 

Perspective. Working Paper No. 1, .  

Dairy Mail. 2008. Briefly Africa.Dairy Mail Africa.  

Dairy mail Africa. Briefly Africa. 2007 [cited 09/13 2008]. Available from 

http://www.dairyafrica.com/documents/newsletters/Dairy%20Mail/Briefly%20Africa%20Dece

mber%202007.pdf.  

Dairy mail Africa. 2005. Positive prospects for sub-Saharan Africa.  

Dairy Reporter. Added value driving global dairy growth. in Dairy Reporter [database online]. 2004 

[cited 09/14 2008]. Available from http://www.dairyreporter.com/Industry-markets/Added-

value-driving-global-dairy-growth.  

Danske Bank. Seminar om Vietnam. in Go Global/Danmarks Eksportråd/Eksport Kredit 

Fonden/DANIDA/IFU/IØ [database online]. 2008 [cited 09/19 2008]. Available from 

http://64.233.183.104/search?q=cache:LJGYBTaTWk4J:www.goglobal.dk/calendar.aspx+sem

inar+om+vietnam+%2B+danske+bank&hl=da&ct=clnk&cd=2&gl=dk&client=firefox-a.  

http://www.knoxnews.com/news/2008/jun/22/global-demand-drought-rising-prices-may-change-dai/
http://www.knoxnews.com/news/2008/jun/22/global-demand-drought-rising-prices-may-change-dai/
http://www.dairyafrica.com/documents/newsletters/Dairy%20Mail/Briefly%20Africa%20December%202007.pdf
http://www.dairyafrica.com/documents/newsletters/Dairy%20Mail/Briefly%20Africa%20December%202007.pdf
http://www.dairyreporter.com/Industry-markets/Added-value-driving-global-dairy-growth
http://www.dairyreporter.com/Industry-markets/Added-value-driving-global-dairy-growth
http://64.233.183.104/search?q=cache:LJGYBTaTWk4J:www.goglobal.dk/calendar.aspx+seminar+om+vietnam+%2B+danske+bank&hl=da&ct=clnk&cd=2&gl=dk&client=firefox-a
http://64.233.183.104/search?q=cache:LJGYBTaTWk4J:www.goglobal.dk/calendar.aspx+seminar+om+vietnam+%2B+danske+bank&hl=da&ct=clnk&cd=2&gl=dk&client=firefox-a


 126 

Deolalikar, Anil. 2008. Malnutrition & Hunger. Copenhagen Consensus Center Perspective Paper, 

no. 2008:.  

Donoso, I., N. Shadbolt, and W. Bailey. 2002. The internationalisation of agricultural co-operatives 

- a source of conflict? .  

Dunning, John H. 1992. The motives for foreign production, in Multinational Enterprises and the 

Global Economy, Essex: Addison-Wesley. 

Dunning, John H., and Alan M. Rugman. 1985. The Influence of Hymer's Dissertation on the 

Theory of Foreign Direct Investment. 75, no. 2:.  

Dunning, John H. 1998. Location and the Multinational Enterprise: A Neglected Factor? Journal of 

International Business Studies 29, no. 1:45-66.  

Dunning, John H., and Sarianna M. Lundan. 2008. Institutions and the OLI paradigm of the 

multinational enterprise. Asia Pacific Journal of Management 25, no. 4:573-593.  

Economic and Social Statistics Division of the Statistics Department. 2008. ADB Statistics 

Pocketbook 2008. Edited by Statistics Department. Tunisia: African Development Bank.  

Economic Commission for Africa. 2008. Economic Report on Africa 2008. Africa and the 

Monterrey Consensus: Tracking Performance and Progress. Edited by African Union. 

Ethiopia: UNECA.  

EIU: Economist Intelligence Unit. 2005. Industry Forecast: Middle East and Africa. EIU: 

Economist Intelligence Unit.  

Emongor, Rosemary. 2008. Botswana: Trends in growth of modern retail and wholesale chains and 

related agribusiness. Vol. Policy Brief 7. University of Pretoria: Regoverning Markets.  

Euromonitor. 2007. Arla Foods amba - Strategic Evaluation. May ed. Global Market Information 

Database.  

FAO. 2007. The State of Food and Agriculture . Rome, Italy: FAO Publications.  

Food product design. Arla Foods linked to China formula scandal. in Food product design [database 

online]. 2008 [cited 09/29 2008]. Available from 

http://www.foodproductdesign.com/hotnews/arla-foods-china-formula-scandal.html.  

Forsgren, Mats. 2002. Are Multinationals Firms good or bad, Critical Perspectives on 

Internationalisation.  

Friedman, Thomas. 2007. The World is Flat 

.St Martins Pr.  

Friesland Foods. Friesland Foods- About Us. 2008 [cited 09/15 2008]. Available from 

http://www.frieslandfoods.com.ng/innerpage.asp?Main=129&page=240.  

http://www.foodproductdesign.com/hotnews/arla-foods-china-formula-scandal.html
http://www.frieslandfoods.com.ng/innerpage.asp?Main=129&page=240


 127 

Ghemawat, Pankaj. 2007. Redefining Global Strategy - Crossing borders in a world where 

differences still matter. Harvard Business School Publishing Corporation.  

Guillen, Mauro F. 2000. Business Groups in Emerging Economies: a Resource-Based View. 

Academy of Management Journal 43, no. 3:362-380.  

Hammond, Allen, et al. 2007. The Next 4 Billion: Market Size and Business Strategy at the Base of 

the Pyramid. Washington: World Resource Institute.  

Hennart, Jean F. 1991. The transaction cost theory of the multinational enterprise.  

Hitt, Michael A., et al. 2000. Partner Selection in Emerging and Developed Market Contexts: 

Resource-Based and Organizational Learning Perspectives. Academy of Management Journal 

43, no. 3:449-467.  

Hooton, Nick. 2008. Dairy Development for the Resource-Poor: Lessons for policy and planning 

strategies. International livestock research institute, Kenya.  

Hoskisson, Robert E., Lorraine Eden, Chung M. Lau, and Mike Wright. 2000. Strategy in Emerging 

Economies. Academy of Management Journal 43, no. 3:249-267.  

Hoskisson, Robert E., Michael A. Hitt, W. Wan, and D. Yiu. 1999. Theory and research in strategic 

management: Swings of a pendulum. 25, no. 3:417.  

Hübschmann, Peer, and Nielsen, Jacob T. 2008. Summary: Interview with Jacob T. Nielsen (Brand 

Manager Assistant AFI) and Peer Hübschmann (Export Director AFI), 4 June 2008.  

Isobe, Takehiko, Shige Makino, and David B. Montgomery. 2000. Resource Commitment, Entry 

Timing, and Market Performance of Foreign Direct Investments in Emerging Economies: the 

Case of Japanese International Joint Ventures in China. Academy of Management Journal 43, 

no. 3:468-484.  

ITA. Sub-Saharan Africa. in International Trade Administration [database online]. 2008 [cited 11/13 

2008]. Available from 

http://www.trade.gov/press/publications/newsletters/ita_0308/sub_saharan_africa_0308.asp.  

Johanson, J., and J. Valhne. 1977. The Internationalisation Process of the Firm - A Model of 

Knowledge Development and Increasing Foreign Market. 8, 23-32.  

Johnson, G., and Scholes, Kevan. 2002. Exploring Corporate Strategy. Sixth ed. Prentice Hall.  

Juuko, S. Uganda produces first milk powder. 2008 [cited 10/06 2008]. Available from 

http://www.newvision.co.ug/D/8/12/626440.  

Juulsen, Frede. 2008. Summary: Interview with Frede Juulsen, Executive Director for BU Milk 

powder.  

http://www.trade.gov/press/publications/newsletters/ita_0308/sub_saharan_africa_0308.asp
http://www.newvision.co.ug/D/8/12/626440


 128 

Khanna, Tarun, Krishna G. Palepu, and Jayant Sinha. 2005. Strategies That Fit Emerging Markets. 

Harvard business review 83, no. 6:63-76.  

Kjoeller, Katrine. 2008. Helping hands. Dairy Industries International 73, no. 2:18-21.  

Kogut, Bruce, and Udo Zander. 1992. Knowledge of the Firm, Combinative Capabilities, and the 

Replication of Technology. Organization Science 3, no. 3:383-397.  

Koo, C. M., C. E. Koh, and Nam K. 2004. An Examination of Porter‟s Competitive Strategies in 

Electronic Virtual Markets: A Comparison of Two On-line Business Models. 9, .  

Land O'Lakes. 2002. Consumer Research Report - Uganda. Edited by USAID. Nairobi: Eastern and 

Southern Africa Dairy Association (ESADA).  

Lasserre, P. 2003. Global Strategic Management. New York: Palgrave Macmillan.  

London, Ted, and Stuart L. Hart. 2004. Reinventing strategies for emerging markets: beyond the 

transnational model. Journal of International Business Studies 35, no. 5:350-370.  

Luow, André. 2008. Restructuring food markets in the Southern African region: A synthesis of 

country findings. Vol. Policy Brief 1. Regoverning Markets.  

Luow, André, Ndanga, Leah, and Chikazunga, Davison. 2008. Regional Synthesis Sub-Saharan 

Africa. Restructuring food markets in the sub-Saharan Africa region: Dynamics in the context 

of the fresh produce sub-sector. Department of Agricultural Economics, Extension and Rural 

Development University of Pretoria, South Africa: .  

Magnowski, Daniel. African states ban Chinese milk in health alert. in Reuters [database online]. 

2008 [cited 09/28 2008]. Available from 

http://www.alertnet.org/thenews/newsdesk/LO218467.htm.  

May, John. Africa's Population Set to Double by 2036. in World Bank [database online]. [cited 

19/08 2008]. Available from http://go.worldbank.org/X6PO5E1410.  

Mejeriforeningen. Arla øjner nye muligheder. 2008Available from 

http://www.mejeri.dk/smcms/mejeri_dk/Nyheder/Baggrund/Udland/Afrika_i_udvikling/Arla_o

ejner_nye/Index.htm?ID=9440.  

Merwe, Christy. IMF outlines growth projections for sub Saharan Africa. in Engineering News 

[database online]. 2008 [cited 09/13 Available from 

http://www.engineeringnews.co.za/article.php?a_id=133548.  

Meyer, K. 2008. Strategies for emerging economy markets. 2008.  

Meyer, K., Mike Wright, and S. Pruthi. 2009. Managing knowledge in foreign entry strategies: a 

resource-based analysis. 2009.  

Meyer, K., and Yen, T. T. Tran. 2004. Entry and Growth Strategies for Emerging Economies. 50, .  

http://www.alertnet.org/thenews/newsdesk/LO218467.htm
http://go.worldbank.org/X6PO5E1410
http://www.mejeri.dk/smcms/mejeri_dk/Nyheder/Baggrund/Udland/Afrika_i_udvikling/Arla_oejner_nye/Index.htm?ID=9440
http://www.mejeri.dk/smcms/mejeri_dk/Nyheder/Baggrund/Udland/Afrika_i_udvikling/Arla_oejner_nye/Index.htm?ID=9440
http://www.engineeringnews.co.za/article.php?a_id=133548


 129 

Meyer, Klaus E. 2004a. Perspectives on multinational enterprises in emerging economies. Journal 

of International Business Studies 35, no. 4:259-276.  

Meyer, Klaus E. 2004b. Perspectives on multinational enterprises in emerging economies. Journal 

of International Business Studies 35, no. 4:259-276.  

Meyer, Klaus E. 2002. Entry Strategy Analysis: Towards an Eclectic Framework. Copenhagen 

Business School.  

MIGA. 2006. Snapshot Africa - Benchmarking FDI Competitiveness in Sub-Saharan African 

Countries. World Bank Group/MIGA.  

Mindbranch. Key Players in the Global Dairy Industry (4th edition). Abstract. in Leatherhead Food 

International [database online]. 2006 [cited September/08 2008]. Available from 

http://www.mindbranch.com/listing/product/R181-157.html.  

Nakata, Cheryl, and K. Sivakumar. 1997. Emerging market conditions and their impact on first 

mover advantages. International Marketing Review 14, no. 6:461.  

Ndambi, Asaah, and Hemme, Torsten. 2007. Trends and perspectives for dairying in Africa. Vol. 

December. South Africa: The Dairy Mail Africa.  

Nellor, David. 2008. The Rise of Africa's "Frontier" 

Markets.http://www.imf.org/external/pubs/ft/fandd/2008/09/nellor.htm ed. Vol. 45. 

Washington: Finance and Development.  

Nestle. 2005. The Nestle commitment to Africa. Nestle.  

Nielsen, Jacob T. 2008. Summary: Phone interview Jacob T. Nielsen, Brand Manager Assistant AFI.  

Omore, A., et al. 2001. Indigenous Markets for Dairy Products fn Africa: Trade-Offs between Food 

Safety and Economics. Edited by Dairy Development in the Tropics. Utrecht ed. The 

Netherlands: Utrecht University.  

Peng, Mike W. 2002. Towards an Institution-Based view of Business Strategy. 19, 251.  

Pieter den Hollander, Leon. Corporate social responsibility, the new marketing tool. in CBI - Centre 

for the Promotion of Imports from developing countries [database online]. The Netherlands, 

[cited 08/31 2008]. Available from 

http://www.cbi.eu/download/actualiteit/CBI_News_307_Corporate.pdf.  

Pitelis, Christos N. 2002. Stephen Hymer: Life and the Political Economy of Multinational 

Corporate Capital. 21, .  

Prahalad, C. K., and Hammond, Allen. 2003. What Works: Serving the Poor Profitably. World 

Resource Institute.  

http://www.mindbranch.com/listing/product/R181-157.html
http://www.imf.org/external/pubs/ft/fandd/2008/09/nellor.htm
http://www.cbi.eu/download/actualiteit/CBI_News_307_Corporate.pdf


 130 

Prahalad, C. K., and Stuart L. Hart. 2002a. The Fortune at the Bottom of the Pyramid. First Quarter, 

no. 26:.  

Prahalad, C. K., and Stuart L. Hart. 2002b. The Fortune at the Bottom of the Pyramid. First Quarter, 

no. 26:.  

Promasidor. Promasidor - our history. 2008 [cited 09/15 2008]. Available from 

http://www.promasidor.com/our_history.php.  

Rahman, Zillur, and S. K. Bhattacharyya. 2003. First mover advantages in emerging economies: a 

discussion. Management Decision 41, no. 2:141.  

Reardon, Thomas, Peter Timmer, and Julio Berdeg. 2004. The Rapid Rise of Supermarkets in 

Developing Countries: Induced Organizational, Institutional, and Technological Change in 

Agrifood Systems. Journal of Agricultural and Development Economics Vol. 1, no. No. 2:pp. 

168-183.  

Reuters UK. Sudan bans Danish imports over cartoon. [cited Feb/26 2008]. Available from 

http://uk.reuters.com/article/rbssIndustryMaterialsUtilitiesNews/idUKMCD62182020080226.  

Root, Franklin R. 1994. Entry Strategies for International Markets. Jossey-Bass.  

Sambu, Z., and Mbogo, S. Revival of dairy sector fails to meet rising demand. in Business Daily 

Africa [database online]. 2008 [cited 09/13 2088]. Available from 

http://www.bdafrica.com/index.php?option=com_content&task=view&id=9177&Itemid=5813.  

Saunders, M., Lewis , P. & Thornhill, A. 2003. Research methods for business students London: FT 

Prentice Hall.  

Skøt, Janus. 2008a. Email Janus Skøt, Export Manager CIN, 18 Marts.  

Skøt, Janus. 2008b. Summary: Interview with Janus Skøt, Export Manager CIN, 2 April.  

Skøt, Janus. 2008c. Summary: Interview with Janus Skøt, Export Manager CIN, 26 June.  

Tallman, Stephen. 2006. The Blackwell Handbook of Strategic Management. Blackwell Reference 

Online.  

Tarun Khanna, and Krishna G. Palepu. 2006. Emerging Giants. (cover story). Harvard business 

review 84, no. 10:60-69.  

Teece, D. 2004. Handbook on Knowledge Management, Chapter 7: Knowledge and Competences as 

Strategic Assets.Springer Science & Business Media B.V.  

Temu, Andrew E., and Temu, Anna A. 2005. High Value Agricultural Products for Smallholder 

Markets in Sub-Saharan Africa: Trends, Opportunities and Research Priorities. International 

Center for Tropical Agriculture, Cali, Columbia.  

http://www.promasidor.com/our_history.php
http://uk.reuters.com/article/rbssIndustryMaterialsUtilitiesNews/idUKMCD62182020080226
http://www.bdafrica.com/index.php?option=com_content&task=view&id=9177&Itemid=5813


 131 

The World Bank. Prospects for the global economy. The World Bank [database online]. June 2008 

[cited september/12 2008]. Available from 

http://web.worldbank.org/WBSITE/EXTERNAL/EXTDEC/EXTDECPROSPECTS/EXTGBL

PROSPECTSAPRIL/0,,contentMDK:20399261~isCURL:Y~menuPK:665731~pagePK:24704

34~piPK:4977459~theSitePK:659149,00.html.  

Transparency International. 2008 Corruption Perceptions Index, Regional Highlights. in 

Transparency International [database online]. [cited 10/07 2008]. Available from 

http://www.transparency.org/policy_research/surveys_indices/cpi/2008/regional_highlights_fa

ctsheets.  

Uhlenbruck, Klaus, Klaus E. Meyer, and Michael A. Hitt. 2003. Organizational Transformation in 

Transition Economies: Resource-based and Organizational Learning Perspectives. Journal of 

Management Studies 40, no. 2:257-282.  

UN Global Compact. 2005. A Value-Chain Analysis and Socio-economic Assessment of the Dairy 

Industry in Tanzania (Terms of Reference).UN Global Compact.  

UNCTAD. 2007. World Investment Report 2007. Switzerland: United Nations Publication.  

UNICEF. 2007. Progress for Children: A World Fit for Children Statistical Review. Vol. 6. New 

York: UNICEF.  

UNIDO. 2006. Alliances and Joint Ventures: Patterns of Internationalization for Developing 

Country Enterprises. Part one.  

Uys, Pieter. 2005. Positive prospects for sub-Saharan Africa. Vol. December. South Africa: The 

Dairy Mail Africa.  

Vermeulen, Sonja, et al. 2008. Chain-Wide Learning Guide for Inclusive Agrifood Market 

Development - A Guide. Edited by International Institute for Environment and Development 

(IIED). London: Regoverning Markets.  

Vision of Humanity. Global Peace Index - Africa. in Vision of Humanity [database online]. [cited 

10/07 2008]. Available from http://www.visionofhumanity.org/gpi/results/regional-

split.php#africa.  

Vorley, Bill. About Regoverning Markets. in International Institute for Environment and 

Development (IIED) [database online]. [cited 19/08 2008]. Available from 

http://www.regoverningmarkets.org/en/global/about_regoverning_markets.html.  

Whitelock, Jeryl. 2002. Theories of internationalisation and their impact on market entry. 

International Marketing Review 19, no. 4:342.  

Whitelock, Jeryl. 2002. Theories of internationalisation and their impact on market entry. 

International Marketing Review 19, no. 4:342.  

http://web.worldbank.org/WBSITE/EXTERNAL/EXTDEC/EXTDECPROSPECTS/EXTGBLPROSPECTSAPRIL/0,,contentMDK:20399261~isCURL:Y~menuPK:665731~pagePK:2470434~piPK:4977459~theSitePK:659149,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/EXTDEC/EXTDECPROSPECTS/EXTGBLPROSPECTSAPRIL/0,,contentMDK:20399261~isCURL:Y~menuPK:665731~pagePK:2470434~piPK:4977459~theSitePK:659149,00.html
http://web.worldbank.org/WBSITE/EXTERNAL/EXTDEC/EXTDECPROSPECTS/EXTGBLPROSPECTSAPRIL/0,,contentMDK:20399261~isCURL:Y~menuPK:665731~pagePK:2470434~piPK:4977459~theSitePK:659149,00.html
http://www.transparency.org/policy_research/surveys_indices/cpi/2008/regional_highlights_factsheets
http://www.transparency.org/policy_research/surveys_indices/cpi/2008/regional_highlights_factsheets
http://www.visionofhumanity.org/gpi/results/regional-split.php#africa
http://www.visionofhumanity.org/gpi/results/regional-split.php#africa
http://www.regoverningmarkets.org/en/global/about_regoverning_markets.html


 132 

Wiggins, J. Global demand for milk powder to hit shoppers. in Financial Times [database online]. 

2007 [cited 09/09 2008]. Available from http://www.ft.com/cms/s/0/6badc6b6-54b9-11dc-

890c-0000779fd2ac.html.  

Williamson, Oliver E. 1981. The Economics of Organization: The Transaction Cost Approach. 87, .  

World Bank. Ease of Doing Business - Sub-Saharan Africa. in World Bank [database online]. [cited 

10/07 2008]. Available from www.doingbusiness.org.  

Wright, Mike, Igor Filatotchev, Robert E. Hoskisson, and Mike W. Peng. 2005. Strategy Research 

in Emerging Economies: Challenging the Conventional Wisdom. Journal of Management 

Studies 42, no. 1:1-33.  

Zvomuya, Fidelis. 2008. Kenya Milk Loses its Cream. no. April:.  

Zvomuya, Fidelis. Esada News. in ESADA [database online]. 2007 [cited 09/13 2008]. Available 

from http://www.dairymailafrica.co.za/images/acrobat/dma_june07/BRIEFLY.pdf.   

  

http://www.ft.com/cms/s/0/6badc6b6-54b9-11dc-890c-0000779fd2ac.html
http://www.ft.com/cms/s/0/6badc6b6-54b9-11dc-890c-0000779fd2ac.html
http://www.doingbusiness.org/
http://www.dairymailafrica.co.za/images/acrobat/dma_june07/BRIEFLY.pdf


 133 

Appendix 1: Interview with Consumer International 

 

Interview with Janus Skøt, Export Manager Consumer International 

 

Summary 

 

Data: 2 April 2008 

Present: Janus Skøt, Export Manager Consumer International, Kristian Lund and Maria Wiese 

Place: Copenhagen 

   

These are the interview areas investigated. They have been designed and framed to get information 

on Arla Foods‟ focus on Africa, growth opportunities and the potential for dairy products in Africa, 

with Sub-Saharan Africa as an operational case. 

   

Introduction: 

Arla Foods‟ corporate mission is to become Europe‟s leading dairy company (by sales volume) by 

2010 through value creation and active market leadership. It is necessary to think in different modes 

if the goal is to be achieved. Arla is and to grow as a global company.  

 

Factors influencing the search for new markets: 

 

- Saturation in European markets  

- USA/Canada have import quotas 

- Many requests are coming from the region 

  

The emphasis market expansion is not very big when looking at the company from a corporate level. 

Here are familiar markets more important. However, depending on where you are in the company, 

the focus changes.   

 

A new strategy is being implemented for Consumer International. Emphasis is primarily on Spain, 

Poland, Greece, Russia, and the Middle East and the USA. These markets generate considerable 

sales volume due to the population size. 

 

In Consumer International, countries like Poland and Brazil are more important than Africa. 

However, growth is needed and although Janus Skøt, Regional Export manager, might have the 

responsibility of the smallest (relatively in Arla) markets, these markets are also the ones with the 

highest growth potential. Janus Skøt and Business Unit Overseas  

 

There role of Business Unit Overseas in Consumer International: 

 

- Nesting box for smaller, international markets 

- Find ways where Arla can grow its business 

- Through existing markets / or NEW markets where the growth potential is large 

- Corporate expectation that this unit grows in volume as well as revenue! 

 

Arla Foods have a special product portfolio for the export markets (thus very different from the 

products sold in Denmark) 

 



 134 

Factors influencing how Consumer International assesses new markets: 

There is no competition between departments per se. Demand determines where to produce milk and 

for which division/unit.  

 

Growth of the business is the most important. For target markets the strategic work lies within each 

unit, at market level. There is no single strategy for growth markets – as long as you sell at the 

highest price. Indicators influencing market assessment:  

 

- Population  

- PPP per capita  

- Segmentation in real income  

- No lobbying, no organization - do not want to establish themselves.  

- EU sets guidelines. There is a market information secretary who communicates with the EU 

- and the Danish police of being who will represent the Danish companies.  

- There are no standards of how much you'll earn, there are different rates, etc. 

 

1. Consumer International wants to expand on the African market – why and how? 

 

When serving the sub-Saharan African markets Consumer International rely on its experience and 

products from the Middle East and North Africa. 

 

Consumer International has been present in South Africa for more than 30 years with products 

adapted for the western consumer. 

 

In this respect, Africa is interesting because of the population configuration and that Consumer 

International has an existing product portfolio that fit the market (supermarkets and cooling 

facilities). There is already registered consumption of Arla‟s products in the West African region 

due to a high degree of parallel import from the Middle East. Thus, Arla has a strong interest in 

generating that sale by itself now that they know there is a demand for it!  

 

West Africa – is the main focus area with most enquiries, however, the amount of orders varies 

much. Arla is dependent on the political system, which will be considered before entry on the 

market. Consumer International wants to be more proactive in responding to the numerous enquiries 

that the company receives from African distributors. 

 

Janus has not been in West Africa to visit distributors, but could be a good possibility. Consumer 

International generally visits distributors when sales have started.  

 

In West Africa Consumer International have had sporadic export to the region among other 

including sales to Benin, the Ivory Coast, Ghana, and Gambia. The countries in West Africa are 

probably increasing their demand of Arla Foods‟ products because they want to sell to the growing 

market and large market in Nigeria. In general it is mainly distributors and agents that make the 

request. Consumer International receives 10 requests from West Africa a week 

 

East Africa – Is not considered as an interesting market as it perceived to be surrounded by political 

instability and conflict. However, the company does get enquiries from Tanzania and other East 

African countries. 
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South Africa and other markets 

Consumer International is established in SA through local distributor in charge of marketing. CI has 

been in the market for almost 30 years, selling its key products, similar to the portfolio sold in South 

America.  

 

Other markets include Angola with 2x Lurpack (North Africa lies in the “Middle East Division”). 

Previous export: Ivory Coast, Senegal – Export faded out (prices, left alone)  

 

Other countries in Africa that are/have been interesting:  Benin, Togo, Ivory Coat (previously 

exported, have not kept in touch, and prices have risen has done that currently do not trade with 

Ivory Coast), Senegal (have previously exports/not done enough/prices too expensive) . 

 

Have had requests from Tanzania, Gambia, and Zambia, however still at levels that are interesting to 

AF 

 

2. What role do agents and distributors play in the African market?  

They are the key to success, because they make it possible to enter the market and distribute the 

products. Overall the potential seems good in sub-Saharan Africa and Arla Foods takes part in 

selling the product to secure the best adaptation to the market. The company does not operate with 

test markets. The company is willing to sell its products in whichever market where the orders from 

distributors are large enough to profit from. 

 

3. Which possibilities do you see for Consumer International‟s to be successful or limited on the 

African market? 

 

Possibilities: Size of population, receiving numerous requests on a weekly basis from distributors. 

Most agents and distributors request a large product portfolio of dairy products ranking from butter 

to high quality cheese. The company has a product portfolio that can be marketed in the region 

 

Limitations:  

The countries in Africa are among the poorest in the world. Bureaucracy is a common feature in 

these countries which complicates business activities. West African distributors and agents are 

interested in visiting Arla Foods. However, they do not know the company well and vice versa. Arla 

Foods do not invites potential distributors to Denmark until a sale has been completed. Then they 

know this is the right customer to invite. Corruption is equally a huge problem for the company. We 

do not, however, have any experience from the African market at present.   

 

It entails a large risk to establish in Africa in general and data is not available to assess the market 

and formulate strategies. Moreover, the conditions are constantly changing.  For example in Angola 

should all products be provided with Portuguese label due to the political system. This increases the 

costs for Arla Foods.  

 
 

Why is more cooperation needed between Global Ingredients and Consumer International ? 

Synergies in terms of sharing of information and timing of entry mode. By working together on 

entry strategies Global Ingredients is also likely to create a market for Consumer International 

products, which otherwise would not have been identified. In some countries both divisions share 

the same distributors 

 



 136 

How can it be profitable to sell “Danish milk abroad” via export and processed milk/Consumer 

International products? 

 

The Danish and Swedish cooperative owners are in focus here. There has been tendency towards 

alternative sourcing methods – not rejected but still not too positive towards the idea. The 

Cooperative movement could limit the growth Arla is not built as a profit centre. The focus is 

always at providing the payments aconto. 

 

Miscellaneous topics covered at the interview: 

It seems to be the seller's market at the moment but things change quickly. Prices on food are rising, 

the dollar is low, oil prices are on the rise. The price of milk has risen 20% over the last year – 

Cooperative farmers have the final say Exports, also dependent on declining foreign exchange rates. 
 

EU Quotas provide a dilemma for growth when exports based on local milk. Instead, focus should 

be on growing in value rather than in volume. Though, quotas have been increased by 2% 

 

There will be more product and sales in the so-called Mælketrappe. It is ok that sales are lost in the 

lower levels of the processed dairy products as long as it opens up for more sales of the value-added 

products. The ultimate aim it to make everything as value-added as possible 

 
 

Issues of risk assessment 

- Risk Management lies at the different divisions/units. Consumer International has guidelines 

for freight, INCO terms.  

- Risk diversification is a must. As a result, Arla Foods has spread to many markets beyond 

Denmark and the Middle East  

- Arla Foods is hit by the low value of the U.S. dollar, but are glad to markets its products in 

Europe now that the Euro is strong 

- Africa can help to spread risk and thereby focus on U.S. dollars markets and Latin America - 

can convert to the Euro.  

- Currency is important  
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Appendix 2: Interview with Consumer International 

 

Interview with Janus Skøt, Export Manager Consumer International 

 

Summary 

 

Data: 26 June 2008 

Present: Janus Skøt, Export Manager Consumer International, Kristian Lund and Maria Wiese 

Place: Copenhagen 

   

 

These are the interview areas investigated. They have been designed and framed to get information 

on Arla Foods‟ focus on Africa, growth opportunities and the potential for dairy products in Africa, 

with Sub-Saharan Africa as an operational case. 

   

 

Arla Foods’ previous experience: 

 

In West Africa Consumer International is having sporadic export to the region which among others 

includes sales to Benin, the Ivory Coast, Ghana, and Gambia. The countries in West Africa are 

probably increasing their demand of Arla Foods‟ products because they want to sell to the growing 

market and large market in Nigeria. In general it is mainly distributors and agents that make the 

request.  

 

When serving the SSA markets Consumer International rely on its experience and products from the 

Middle East and North Africa. 

 

Consumer International has been present in South Africa for more than 30 years with products 

adapted for the western consumer. 

 

Arla Foods does not own the Lurpak brand, but has the license to sell the product. The dairy 

association in Denmark owns the rights. Nordex Foods.com has bought the rights to brand the 

Lurpak brand in Nigeria, which means that Consumer International is limited for selling this product. 

This is a decade long agreement. 

 

The local partner is in charge of marketing.  

 

Potential 

 

4. Consumer International wants to expand on the African market – why and how? 

 

Parallel import to West Africa from the Middle East is often taken place, which present a market for 

Arla Foods‟ products in West Africa. We want to be more proactive for getting various enquiries 

and to establish more co-operations and might contact the Danish Export Counsel and DI for help to 

enter the markets. The foreign Ministry has counselled us about Latin America, but the result was 

not entirely good. 
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Moreover, Arla Foods could also be proactive by offering the new Puk with vegetable oil to the 

African market. 

 

West Africa – is the main focus area with most enquiries, however, the amount of orders varies 

much. Arla is dependent on the political system, which will be considered before entry on the 

market. 

 

Østafrica – is very unstable and insecure due to wars. However, we do get enquiries from Tanzania 

and other East African countries 

 

The potential is good and we will, therefore, take part in selling the product to secure the best 

adaptation to the market.  

 

Janus has not been in West Africa to visit distributors, but could be a good possibility. Consumer 

International generally visits distributors when sales have started. 

 

5. Who are Consumer International‟s competitors on the African market? 

 

Competitors in the African market are Australian and French companies, we are however not 

familiar with their names. They position themselves in almost the same way as Arla Foods. 

 

6. How is Consumer International established in South Africa? 

Consumer International is established via distributor  

 

7. Which role does agents and distributors play in the African market?  

They are the key to success, because they make it possible to enter the market and distribute the 

products. 

 

8. Which possibilities do you see for Consumer International‟s to be successful or limited on the 

African market? 

 

Limitations: it is the poorest region in the world, with a number of diseases. Bureaucracy is 

commenly known on this continent which complicates business activities.  

 

Etic: West African distributors and agents are interested in visiting Arla Foods, However, they do 

not know Arla Foods and Arla Foods do not know them. This means that it is often false in order to 

get an invitation to Denmark and Europe. Arla Foods do not invites potentials before a sale has been 

established. Then they know this is the right customer to invite. 

 

Corruption: Do not want to be part of this, however, need to do it sometimes. We do not, however, 

have any experience from the African market at present.   

 

Risks in Africa 

 

It entails a large risk to establish in Africa in general and data is not available to assess the market 

and formulate strategies. Moreover, the conditions are constantly changing.  For example in Angola 

should all products be provided with Portuguese label due to the political system. This increases the 

costs for Arla Foods.  
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Demand  

 

Most agents and distributors request a large product portfolio of dairy products ranking from butter 

to high quality cheese.  

 

 

News from Consumer International  

New strategy: With focus on Span, Poland, Greece, Russia, and the Middle East and the USA. It is 

very large markets with a high population concentration. 

 

 

CSR 

Arla support schools in South Africa by providing scholarships. Arla do also have a responsibility in 

these markets.   
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Appendix 3: Interview with Global Ingredients 

 

Interview with Frede Juulsen Executive Director for BU Milk Powder 

 

Summary 

 

Data: 4 June 2008 

Present: Frede Juulsen Executive Director for BU Milk Powder, Kristian Lund and Maria Wiese 

Place: Viby in Århus.  

 

These are the interview areas investigated. They have been designed and framed to get information 

on Arla Foods‟ focus on Africa, growth opportunities and the potential for dairy products in Africa, 

with Sub-Saharan Africa as an operational case. 

 

The internationalization strategy  

 

Arla Foods' internationalization strategy is in particular driven by a desire to grow on the European 

market and especially in the northern, southern and eastern parts of Europe. Moreover, Arla Foods 

has to find new visionary locations with growth potential such as the markets in China, Vietnam and 

Africa.  

The markets on which we are present in Africa are characterized by an opportunistic approach.  

 

Strategic acquisitions are in greater focus as penetration strategy in order to get quick access to key 

markets as it is extremely important to get a foot in the door on the emerging markets.  

 

From starting up in Jutland, Arla has already undergone an extensive internationalization and a 

historical development and has become an international player.  

 

1. What are the advantages and limitations of being a co- operative with regard to 

internationalization?  

 

The approach of the owners of Arla Foods is essential because Arla must ensure the owners as high 

a price for the raw milk as possible. However, Arla also has to be ambitious and drive growth and 

consequently also increase the production. This can positively contribute to higher prices to the 

farmers but it also means that milk from other farmers is needed. However, this is a hot topic in Arla 

and there is no final consensus on the future development of the cooperative. There is undoubtedly a 

need for growth also in the form of production outside the Danish and Swedish farmers' fields.  

 

The owner structure is therefore under debate and capital is still needed to achieve growth as Arla 

cannot grow more in Denmark and Sweden. The question is whether the farmers accept it and will 

put more money into it.  

 

In Arla there are fewer farmers and bigger farms because of today‟s modern agriculture. The 

farmers are still in favor of the idea of a cooperative and Arla's challenge is to convey that Arla's 

expansion, with production abroad, also has a value for the farmers. 

 

In the future, the growth is to be found outside of Denmark and this could also mean foreign 

ownership. This new approach and structure will be tested on the English market where there are 
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English co-owners with capital. The big question is how to raise enough capital to grow on new 

strategic markets. "The growth of Arla is not big enough; our costs are too high because of increased 

competition, the dollar exchange rate, high oil prices and rising food prices. Arla has to find a way 

to achieve growth and acquisitions are the way to move forward, which we have seen with JV in 

China and acquisitions in Finland”. Capital could in fact come from another company structure or 

borrowed money. 

 

Africa's role in Arla Foods' growth  
 

Africa is prioritized as no. 3 after Europe and Asia simply because the other regions are more 

developed and have growth, infrastructure, purchasing power and a stable political climate.  

 

2. Which opportunities do you see on the African market for Arla Foods' products - now and in the 

future?  

 

There is great potential for growth on the African market, but there are also limitations, mainly due 

to lack of information about the market and the relative low but yet growing middle class. Either one 

can say that the middle class is generating demand or that it is the result of economic growth. All 

products in the “Global Ingredients” are targeted to the higher classes and the middle class. 

Therefore, the development will have significant impact upon Arla Foods‟ future presence in Africa.  

 

In particular, North Africa and West Africa are interesting markets.  

   

Global Ingredients wants to penetrate the market further, because there is large growth potential for 

Arla's products. The goal is to find the segments which have the highest potential. Our general focus 

will always be on the brands. Arla is not and will never be the cheapest product and in Arla we are 

working on a high consistent quality. There is a focus on "gold" which is upper middle class and the 

"affordability-class" which has just entered the middle class. 

 

Risks about Africa  

 

An establishment on the African market does not involve much risk due to the low cost of a set-up. 

A partner in the form of an agent and distributor will moreover carry the responsibility to enter the 

market (in cooperation with Arla) and be responsible for distribution and the contact to the 

authorities. The agent will be in charge of distribution, repackaging, payment and credit.  

 

In this way AF is less at risk but there is a greater need for coordination and business development. 

It is preferable to have a partner on complex markets like Nigeria.  

 

3. How does the political and institutional framework in Africa affect Arla Foods' activities?  

 

The political setup and the environment play a significant role. The embassies play a major role at 

providing information about the market and establishing contacts with attractive partners. The 

embassy is generally an important player for Arla. Arla has no interest in penetrating markets where 

employees could be in danger or subjected to harassment.  

 

An example; previously Iraq was an interesting market but the security situation and the political 

climate changed and Arla is not present there anymore. 
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Eastern Africa: Congo, Kenya and Sudan were some of the principal targets before the Mohammed 

crisis, however now your strategy has changed. 

 

4. What does Arla Foods do to reduce the risk by establishment and sales on markets as well as 

choice of markets? 

 

Arla analyses the markets as much as possible, among other things assisted by CIA‟s home page. In 

general Arla feels that there is more stability than previously. Political stability depends on the 

standard of living. Consequently the existing food crisis also gives increased concern. WTO plays a 

big role as well as IMF, which is to improve free trade across country borders and reduce and put a 

stop to corruption, create investments and workplaces. But the growth markets continue to be 

sensitive markets. 

 

If Arla wishes to enter a complex market a strong partner is essential. 

 

Experience from other entries on growth markets and in developing countries 

 

5. How can Arla Foods profit from experience in other markets in its strategy and presence in 

Africa? 

 

The local set-up is extremely important, actually decisive for being successful and having a share of 

the market. Experience shows that it is difficult to find the right partner/distributor with enough 

knowledge to get the products through customs and sell the product on the entire market. Arla can 

never be good enough at finding the right person. Local Arla employees also play an important role 

as these persons can assist Arla in the establishment process. In general it will last 2 years to enter a 

market. 

 

6. What sort of cooperation does Arla Foods have with IFU? 

 

IFU is not so critical for whether or not Arla can enter a market. If IFU is present – and the 

government starts an initiative you can use it and look closer at it. However, it is not their initiatives 

which direct which countries are interesting. 

Arla also has an “obligation” in being Danish, for example when the royal family is travelling – we 

are often asked whether Arla would like to participate in the arrangement. It is part of being Danish 

to participate and establish special events. 

 

7. When is a market attractive for Arla Foods? 

 

There has to be growth, already consumption of Arla‟s products, good demand and economy. 

Competitor picture is also extremely important Can Arla for example get a market at all and offer 

something which the competitors does not have? 

 

Sudan was previously interesting for Peer Hübschmann (Export Manager), however Danish 

companies are not welcome after the drawings of the Prophet Mohammed. This has resulted in Arla 

no longer having its focus on Sudan, but that may change. 
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Cooperation between Global Ingredients and Consumer International 

 

Global Ingredients and Consumer International are operating on very different markets. For example 

when there is a great potential for (raw) milk you do not need so many processed products because 

what is needed are proteins. The divisions are not meeting each other very often abroad. In countries 

where Janus Skøt (Export Manager) operates we cooperate very well and also meet at fairs. It is a 

question of creating and communicating the up-dated knowledge which you receive when you travel 

a lot. Ingredients also shares knowledge about their markets with Janus, but it is not systematized.  

Moreover, there is market sharing (Scandinavia, Europe etc.) and category (products). All in all Arla 

is a matrix organisation. It is a mere chance mostly if you see a potential and you share your 

knowledge about the market with the other division. The divisions are not good at creating synergies. 

 

Example: Saudi Arabia: The same company sells all the products: cheeses, drinks, milkshakes, and 

nutrition. However, Global Ingredients‟ products were prioritised at a lower level and it was not 

interesting to work together. Competition was created between the products.  

 

Further information: 

 

Global Compact: signature with partner on The Dominican Republic to which the partner took the 

initiative. This was met positively in Arla. Arla wishes to be more active in the future to encourage 

this kind of obligation among their partners. However, this will not happen overnight. Primarily, 

focus and Arla‟s “responsibility” lie with the supplier – the raw products and ingredients. 

 

Algeria: Global Ingredients uses a partner who knows the market very well, speaks French and also 

handles taxes, security and employees. But at the moment the situation is critical as even the Danish 

Embassy has a secret address. And analysis of the market shows that 15 per cent of the inhabitants 

will not buy Arla Foods‟ products due to the Danish connection. But the Danish focus is scaled 

down in the marketing. Generally, Arla is not interested in operating on markets which are 

dangerous for their employees. 

 

Vietnam: Easy market to enter, well developed and open for international investment and 

establishment. 

 

Nigeria: Arla has a partner in Nigeria that eases entry and sales, but on the other hand makes it 

difficult for Arla to have full control of the business. It is a very complicated country to operate in, 

and corruption is among others a key challenge. There is however, at present a positive development 

in the market and as something new there are now three international banks registered. Safety and 

the legal system are always important when conducting business.  

 

Arla wishes to penetrate the Nigerian market further as the market present positive developments in 

terms of a rising middleclass. There is a large potential to develop the business further, the question 

is then how such growth and entry should be formulated. This is currently for discussion. 

 

Production: Production in China is gradually becoming more expensive, which create more focus on 

the African markets in this context.  
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Packaging: Packaging is primarily taking place in the local market.  

 

Bangladesh: More and more activities are outsourced to Bangladesh, more than to Vietnam and 

China. Moreover, the middle class in Bangladesh is developing which makes it an interesting market. 

 

BOP market: Arla would like to develop products that can tap directly into this segment and thereby 

at the same time provide products that can improve the conditions for the poor by offering minerals, 

proteins and vitamins in the dairy products. Arla would like to increase the focus on this segment; it 

however also requires stronger allocation of resources. 

 

Affordability product: The concept is newly defined and means we develop products which can be 

sold at a cheaper price, which are at the same time adjusted to the conditions and demands in the 

market. An example is that we have developed a new product “cool cow” for Nigeria where palm oil 

substitutes milk fat.  
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Appendix 4: Interview with Global Ingredients 

 

Interview with Peer Hübschmann Export Manager, Jacob Toft Nielsen Brand Manager Assistant, 

Global Ingredients 

 

Summary 

 

Data: 4 June 2008 

Present: Peer Hubschmann Export Manager, Jacob Toft Nielsen Brand Manager Assistant, Global 

Ingredients, Kristian Lund and Maria Wiese 

Place: Viby in Århus 

 

These are the interview areas investigated. They have been designed and framed to get information 

on Arla Foods‟ focus on Africa, growth opportunities and the potential for dairy products in Africa, 

with Sub-Saharan Africa as an operational case 

 

The role of Africa in Arla Foods growth strategy 

 

There are high expectations towards Africa from now on, which is also embarked by the new prduct 

launch of ”cool cow” late May 2008. Global Ingredients also strive at introducing DANO on two 

new markets in Western Africa. At present ”Cool cow” has only been supplied in two weeks, so it is 

difficult to estimate the extent of its success at this time. 

  

However Global Ingredients has no experience with this type of product targeting the ”affordability-

segment”, which is a great focus. Though Global Ingredients has to begin somewhere but will also 

adopt a plan of action at a later stage. In the future it is the intention that only one full-time 

employee or less will work with the preparation of this action plan and thus work with the strategic 

part of the question; what role is Sub Sahara going to play in the future. 

 

  

Sub Saharan Africa is especially an important market for powdered milk. At the UN summit today 

(4
th

 of June) more funds will be allocated to local food production though Arla is not concerned as 

many countries in Africa has an unattractive climate for milk production. 

  

Generally it is very important that our customers have access to the product and the goal is that is 

must be available in all of Western Africa and not only Nigeria. The aim is therefore to find a 

distributor who has a comprehensive network of customers across the western part of Africa. Africa 

as a whole will however, never becomes a key market for Global Ingredients.  

 

1. What opportunities do you see in the African market for Arla Foods products – now and 

in the future? 

 

The opportunity for further establishment exists. There is an increasing part of the population with a 

rising purchasing power in a politically stable climate. We acknowledge a resemblance with Asia 

where we also expect a similar development. Global Ingredients would like to pursue first mover 

advantages by having loyal customers. Nigeria is especially a market which is presenting positive 

developments for further sales of Arla Foods‟ products. 
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Global Ingredients would like to further establish on the markets where current operations are taken 

place but also on new growing markets in SSA. Global Ingredients would like to allocate 

comprehensive resources on growing in this region and Global Ingredients is currently in the 

process of selecting markets for further business activities.   

 

Additionally new trends in the market appear and women begin to work more and more and thus do 

not shop as usual, which creates new opportunities for Arla. Consequently it is important to be 

attentive to new trends in the societies. 

 

Previous experience in Africa 

 

Arla has been supplying many different markets in Africa and has especially great knowledge on the 

Nigerian market. This is particularly an experience that Nigeria Global Ingredietns draws on when 

estimating the market conditions that challenge business operations or can enhance sales. Field visits 

are necessary to assess the market potential. 

 

2. What role do collaborators play on the African market?  

 

A great network is always important and essential in order to gain success on a market. Arla 

collaborate with other Danish companies for example when evaluating potential partners. Good 

relations to other Danish companies are always important to have. Fanmilk is quite large in the 

region and they are certainly interesting to check out in detail. 

  

3. Who are Arla Foods‟ competitors on the African market – and why? 

 

We are directly in competition with Frieslandfoods (affiliate of Royal Friesland Foods of The 

Netherlands http://www.frieslandfoods.com/en/frieslandfoods/Pages/default.aspx ) and their 

products such as Peak Evaporated and Powdered Milk, Peak Sweetened Condensed Milk, Peak 1-2-

3 Growing Up Milk, Peak 4-5-6 Growing Up Milk, and Three Crowns Evaporated and Powdered 

Milk. Friesland Foods is active in Europe, Africa, South America, the Middle East and South East 

Asia. 

 

 It is the first manufacturer of evaporated milk and the market leader in the introduction of fortified 

based milk products in Nigeria. They have been in Nigeria for 30 years. Friesland Foods WAMCO 

Nigeria PLC is also deeply committed to improving the lives and welfare of its customers and 

communities across the country. Over the years, the company has proven itself an excellent 

corporate citizen by supporting schools, charities and communities across Nigeria.  

http://www.frieslandfoods.com.ng/aboutus.asp?menu=about  

 

Promasidor (http://www.promasidor.com  ) - was founded in 1979 by Robert Rose, who left the 

United Kingdom in 1957 for Zimbabwe to pursue his African dream. They achieve consistent 

quality, value and satisfaction by focusing on core brands. Today, therefore, Promasidor‟s energies 

are focused on three fast-moving consumer goods categories, namely: Dairy; Beverage and Food 

Enhancement. 

 

In comparison, DANO is a premium product, and Arla will not compete on price beneath NIDO 

(Nestle). 

 

http://www.frieslandfoods.com/en/frieslandfoods/Pages/default.aspx
http://www.frieslandfoods.com.ng/aboutus.asp?menu=about
http://www.promasidor.com/
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4. Would You elaborate on the criteria for an attractive market (population, consumption of 

powdered milk, purchasing power, import barriers, religion etc.) in Africa?  

 

We do not know the markets enough but statistics on import, population and economic growth and 

the political systems tell us in which direction the markets are headed. Knowledge about 

infrastructure is also incredible important. 

 

5. Could you elaborate on the focus on Western Africa vs. Eastern Africa?  

 

We have much more experience in the West African market. 

 

6. Who is Arla Foods supplying to on the African market? 

 

5 % through supermarkets, 95 % through small dealers. This happens through agents and 

distributors. Today there are greater demands on the distributor and one has to document the sale 

both geografically and segment wise because AF strive to target the most affluent target group. 

 

7. How are Arla Foods‟ products tailored to the African market? 

 

They are tailored and adjusted in terms of smaller packaging and replacement of milk fat with 

vegetable oil for less expensive products. The crisis in the food industry has meant that Arla has to 

offer products that are cheaper.  

 

8. What products are sold on the African market – what is the largest product/brand? 

 

The products for children are in great demand and have very large potential. Though there are limits 

concerning the promotion of products for babies. Companies are not allowed to market products 

targeted for children under the age of one and it is important for Arla that our partners comply with 

the rules. Otherwise this can lead to poor publicity and have a relapse effect in the home market. 

Infant formula is sold at the pharmacy by prescription only. 

  

The products of Global Ingredients are in the category of full-cream, skim and light milk.  

 

Skim milk is sold in Nigeria – both packed in DK and in Nigeria. It is difficult to pack skim milk 

products because of its texture and has a longer production time, which raises the expenses. Full 

milk (that is coolcow) has a great potential – targets the middle and lower segments. DANO targets 

the upper middle segment. So it is possible to sell the products simultaneously as they target 

different segments. 

  

Nigeria is a focus market and the largest market for full-cream powdered milk in 25 kilos bulks. 

The partners repack the products down to 10 grams (began in 2001), and also packages for retail a 

180 grams, 400, 900 grams. The distributor buys the cans from AF. On this market Arla has 

expanded its product line with the new ”coolcow”, with vegetable fat instead (as with feta and 

kærgården, that also makes up a mixed product). It is a less expensive and healthier product, a good 

nutritional product and at a price suited for the market and the food industry crisis. The only 

difference is in the flavour, the products do not taste as much.  

The packaging also takes place in Nigeria because it is less expensive due to the lower VAT of 5% a 

bulk per large package and 20% on small packages. The freightage is also cheaper when sending in 

bulks and the packaging charges small in Nigeria. 
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DANO has been in Nigeria in 20 years and it is a strategic market for this product. A large middle 

class segment has emerged in Nigeria and the infrastructure is becoming extended, which will make 

the market a great potential. 

  

Global Ingredients wants to have a brand manager in Nigeria from the 1
st
 of August. 

 

Sierre Leone, Benin, Ivory Coast, Angola, Somalia, Djibouti, Ethiopia – have bought from AF, 

though nothing strategic about the sales. They order and we deliver. It is incredible small markets 

and they sell very little.  

 

 

Risks 

 

The external environments heavily effect on the market potential. However with or without war it is 

still a market for milk products though products need to be tailored. 

 

The political and institutional framework in Africa highly affects the activities of Arla Foods. The 

Muhammed crisis has been very costly and today Arla is very careful. 

 

In Jordan, Arla was debarred because of the crisis. Therefore focus was to target the largest 

supermarket in order to get back in the market. 

 

Collaboration between Global Ingredients and Consumer International 

 

Collaboration is rarely seen between the two departments as we operate with different products on 

different markets. But we give each other great input about the market conditions. It is most of the 

time coincidental what one shares and what is known about the others activities. 

 

Other information: 

 

Sale: the distributor is the most important link for Arla to have, since he has a comprehensive 

network and is able to help Arla on all levels with sales. The distributor sells to the wholesaler, who 

normally has access to 3-4 large supermarkets. Though Arla does deliver products round the 

wholesaler, but sometimes Global Ingredients products go through three parties.  

 

Supermarkets: On the African market the extent of supermarkets is not as other traditional markets. 

The supermarkets have generally become less expensive and therefore supply diverse parts of the 

population that shop today. They have also begun to sell a wider range of products.  

 

The powdered milk staircase: Last year it was upside down within six months, which never happens. 

Today the tendencies are back to normal where powdered milk produces the lowest margin.  

 

 

 

 

  

 


