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To gain alternative streams of revenue, multinational businesses often seek to broaden their geographic 
operations to emerging economies and regions. Africa, the youngest and second most populated continent, 
provides a unique opportunity for businesses to expand their profit margins. However, not every company has 
achieved profitable results in recent years. Although these companies have ample resources to operate in 
untested regions, the burden of failure can sometimes be detrimental for its global operations. We will identify 
and discuss successful strategies multinational firms have employed across different areas of the continent. In 
the first part of this series, we will focus on Nigeria, and four multinational businesses operating in the country: 
Guinness Nigeria, Nestlé Nigeria Plc, PZ Cussons and Cadbury. 

 

Guinness 
Nigeria 
 

 
Guinness Nigeria PLC packages and markets beer such as Guinness Stout, Malta 
Guinness, Harp Lager and Gordon’s Spark. 
 

Nestlé 
Nigeria 
 

Nestlé Nigeria PLC manufactures, markets and distributes food products 
throughout Nigeria. They also make hydrolysed plant protein mixes and other 
food products based sourced from their local agricultural raw materials under 
the business’ backyard integration program. 
 

PZ Cussons 
Nigeria  
 

PZ Cussons Nigeria PLC manufactures and sells consumer products and home 
appliances. The product line includes soaps, detergents, toiletries, cosmetics, 
refrigerators, freezers and air conditioners. PZ is also a wholesale distributor of 
milk. 
 

Cadbury 
Nigeria 
 

Cadbury PLC manufactures and markets sugar confectionery, food, drinks, and 
food products. The company also processes cocoa and exports cocoa products 
via its subsidiary Stanmark Cocoa Processing Company Ltd. 
 

 

To assess expansion opportunities within Nigeria, this report adopts a top-down analysis approach 

alongside a bottom-up lens. We advise multinational businesses seeking to broaden its global horizons 

into African countries to incorporate a similar approach. It is more difficult to discover unique insights 

into various economic landscapes on the continent via the top-down lens. Most analysis often 

concludes with a similar trend in economic growth, population demographics, political (in)stability, 

governance and legislation. The top-down approach tends to overgeneralise the investment research 

process for multinationals, hence why we encourage a merger with a bottom-up approach. 

 

Through the bottom-up approach, we seek to understand individual companies within a sub-industry, 

evaluating consumer tastes, trends and then advancing to industry dynamics, exploring how the 

national economic climate affects sectors.  

 

The ability to view investment opportunities from both lenses significantly reduces uncertainty and 

business risk before any investment decisions are implemented. Sadly, from our interviews and 
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broader research, not all multinational company approaches its investment evaluation from a multi-

lens view.  

 

It is also crucial for companies to profile each country individually rather than as regional economic 

zones, such as ECOWAS. Bureaucracy, porous but chaotic country borders and the lack of adequate 

transport infrastructure amongst others, are some factors that weaken the attractiveness in 

distributing and operating across countries. For some distribution transactions, it could take up to 10 

days to send products from Lagos, Nigeria to Accra, Ghana. Furthermore, coastal countries often have 

chaotic and rigid ports; the Apapa Lagos port is a prime example.  

 

 

(Border between Nigeria and Benin) 

We have identified five winning business strategies current multinational companies operating in 

Nigeria have employed in achieving its long-term objectives. We also highlight how specific strategies 

have failed to generate returns and, in some cases, have severely dented the company’s global 

position.  

 

Product Testing and Experiments  

Multinational companies often assume that the sale of their products in other continents will also be 

successfully received and accepted by African consumers. This strategy may have produced excellent 

returns for companies in the 1990s, but now, the average consumer has distinct taste, quality and 

packaging preferences. In Nigeria, we have noticed it is somewhat more difficult to change consumer 

behaviours with non-price factors. Some consumer discretionary products have established their long-

term position in the average household basket. Products such as Milo and Maggi have cemented their 

places in most households. For competitors, alternative tastes and concentration have to be 

implemented to win market share.  
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What potential customers say and what they do are two different things. Testing products out by 

distributing samples and getting detailed feedback only solves half of this task. The more important 

half of the process is assessing changes in their average consumer baskets. Companies need to carry 

out product tests longer and more frequently. For a fruit juice company, this could be offering samples 

with varying artificial colour concentration and gauging if the sampled products alter consumer habits. 

This method significantly saves costs and supports scalability with refined products. If a sampled 

customer doesn’t change his consumer basket with a product, it would be more challenging to 

compete with rival brands. 

 

Guinness recently announced its Smooth beer which commenced brewing recently in its Nigerian 

Brewery. This decision was made after identifying the consumer preference for a distinctively smooth 

and refreshing taste. The new brand contains 5% alcohol by volume (ABV) which, is slightly more 

alcoholic than the 4.2% ABV core Guinness. Furthermore, an adapted balance of roasted barley and 

selected malts have been added to the Smooth product to give its Nigerian consumers the preferred 

taste. The change was implemented after the distribution of core products was done and has been 

costly for Guinness Nigeria.  

 

Another example of a product to have suffered is Cadbury’s Bournvita which has been rebranded too 

frequently without carefully assessing how consumers’ taste would adjust to the refined products. 

Consistency is essential to succeed in the Nigerian market, so businesses need to win from the first 

day. When Bournvita is compared to its rival, Milo, it has shown better taste consistency and has 

fuelled better sales revenue growth over the years.  

 

Stay Focused and Keep Calm: Core Products 

The inability to estimate the size of the middle-income households has made market sizing difficult 

for entry into infant industries. It is common for multinational firms to over diversify their product 

offerings when operating in populous countries like Nigeria. Although the country’s population is 

roughly 190 million, its middle-income population accounts for less than 50 million. It is often assumed 

that a diversified portfolio will lead to improved financial performances by companies. Both Guinness 

Nigeria and PZ Cussons added to their brand portfolios in recent years after a glimpse of a prospering 

economic climate pre-oil crisis in 2016. Guinness Nigeria’s total beverage alcohol portfolio has not 

resulted in favourable financial performance as its operating income has fallen by 42% in the last four 

years.  

 

Having diversified its product offerings in personal care, home care, electrical appliances and nutrition, 

PZ Cussons recently announced it would discontinue non-core brands and streamline its Nigerian 

operations as part of a refined strategy due to severe economic conditions. Its broad portfolio led to 

deteriorating financial performance as the operating income fell from 6.8 billion Naira to 2.3 billion 

Naira in the last four years. Its products such as Morning Fresh are more common household products 

within the region and a focus on these brands generating higher margins will serve as a boost for PZ 

Cussons’ financial performance in the coming quarters.  

 



5 
Jenga The Briefings 11/10/2019 

 

 

(PZ Cussons portfolio) 

 

In contrast to earlier case studies, Nestlé Nigeria has demonstrated a focussed strategy on core 

products over the years in its Nigerian products. Its concentration on key products has allowed the 

company to spend its resources on improving sales and distribution efficiency. Its operating income 

has increased by 93% in the last four years (33.9 billion Naira to 65.5 billion Naira).  

 

Nestlé had planned to invest CHF 150 million to build new factories and create over 750 new jobs. 

However, they later discovered facts on population growth aligned with potential market share were 

significantly lower than initial projections. Focussing on affordable, non-discretionary everyday 

products that the middle-income and lower-income buy regularly is a more robust way of tapping into 

the region’s growth.  

 

We assess Nestlés’ inventory to sales ratio metric (graph 1), which measures the amount of inventory 

a company carries to the number of sales orders fulfilled. Nestlé’s inventory to sales has dropped from 

11.35 to 8.68, which highlights improved supply chain processes by the company.   

 

  

(Graph 1) 
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Think National, Act Locally 

98 million Nigerians are current internet users, whilst only 24 million of the general population have 

active social media accounts. A common approach for businesses operating in the region is to win new 

customers through nationwide social media campaigns. What we have noticed is to achieve market 

leadership truly, engagement with local communities should be the initial approach for marketing 

campaigns. Secondly, identifying the regions and behaviour of the larger market groups proves pivotal 

to winning marketing campaigns to boost long-term sales.  

 

Nestlé’s Milo promotion to and partnerships with educational institutions and local sports events have 

been vital in establishing its brand across the Nigerian market. Its recent ‘Nestlé for healthier kids’ 

campaign reached over 17,000 children in Ogun State. Furthermore, its long-time support for popular 

local and national sports tournament has assisted the Milo brand in winning long-term young 

customers. For example, over 100,000 students participate in the Milo Basketball Championship.  

 

Similarly, Maggi, the Nestlé owned spice has supported local female entrepreneurs and mothers 

through its ‘Yelo Peppe’ campaign. Over 83,000 female sellers in open markets are supported through 

the initiative. It’s focused on gaining improved national reputation through engagements with local 

communities.   

 

Nestlé has championed the art of thinking national and acting locally in comparison to rivals and other 

consumers discretionary operating in Nigeria. Not only has it used a refined campaign approach but 

Nestlé also partners with Lagos Business School to further train and develop its local-based 

salespeople and journalists.  

 

Smaller quantity > Increase Price  

Earlier this year, the Nigerian government increased the minimum wage to 30,000 Naira. The 

inequality and high youth unemployment rates within the country pose a threat to future economic 

development. It is more difficult for low-income earners to cover necessities such as; rent, food and 

clean water. Hence, multinational companies producing goods for average Nigerian consumers would 

have to innovate new ways to cushion the fall in purchasing power. It is incredibly vital to understand 

how income relates to the price of your product. For example, it could take up to six hours for a low-

income worker to earn enough money to purchase half a litre of beer.  
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(Milo cubes) 

A strategy that has been successful in Nigeria in countering the harsh economic condition is reduced 

quantity of product offerings. Cadbury has failed to adjust its product size to support the lower end of 

the income spectrum. The 500g tin currently costs 1,500 Naira. This would require a customer on 

minimum wage to spend 5% of their minimum income on the chocolate beverage. Smaller packs 

would be ideal for Cadbury to win customers in the lower end of the spectrum.  

 

When we compare the quantity and packaging options to Nestlé’s Milo it becomes more visible why 

Milo has dominated the chocolate beverage sector over the last decade. Nestlé offers sachet and 

cubed sized products which will be more ideal for lower-income beverage drinkers. These options are 

more affordable than larger plastic tin products. Nestlé is also able to save production costs as 

materials used in making sachet packs incur lower marginal costs compared to tin packs. 

 

Unlike alcoholic beverages, it is more difficult to solve the reduction in purchasing power by reducing 

the product quantity. It is unusual to come across beer cans with less than 330ml in the market. Hence, 

there is more pressure for these liquor companies to focus on reducing their cost structures. Guinness 

Nigeria’s Selling, General and Administrative (SG&A) has decreased YOY between 2015 and 2019 by 

22.8%.  
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(Graph 2) 

Youthful and Entrepreneurial  

Nigeria’s competitive advantage is its youthful and entrepreneurial population. Considering the 

depressed state of the formal job market within the country, businesses are increasingly pressured to 

generate new methods to distribute its products around the biggest African country by population.  

 

All 4 multinational companies effectively utilize smaller-scale entrepreneurs in their distribution 

process. However, Nestlé champions this strategy when compared to others. Nestlé currently has 

approximately 120 key distributors across the country. Most distributors are located in the South-west 

region of the country where more customers are based. It recently started an entrepreneurship 

program called (MyOwBu) ‘My own Business.’ The program aims to create 2,100 businesses in the 

south-west region of Nigeria, and vendors can sell up to 11 cups of coffee daily in popular market 

districts such as Oshodi. For vendors, they can generate enough income to cater for daily necessities 

and subsequently become sustainable. This strategy is another reason for Nestlé’s improved inventory 

to sales figures in recent years (Graph 1) 

 

 

Final Thoughts  

  

Graph 3 

All for-profit businesses have one primary goal which, is increasing long-term shareholder value. The 

forces of demand and supply drive the share prices of listed companies. As an intelligent investor, you 

want to invest in businesses that increase their gain on invested capital relative to the cost of capital 

(ROIC) in the long-term. From graph 3, Nestlé Nigeria has been the only company among the case 

study businesses explored within this report that has generated a long term increase in ROIC. Nestlé 

has effectively merged all 5 winning strategies in its Nigerian operations over the years: 

 

• Effectively tested all products frequently and made necessary alterations before releasing to 
the general public 

• Focusing on only core products: Milo, Maggi, Golden Morn and Nido Milk  
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• Approaching marketing campaigns by engaging with people’s activities from a local 
perspective 

• Creating smaller quantity products and cutting costs by using cheaper production materials 

• Engaging with the youthful and entrepreneurial population by providing distribution and 
vending opportunities for small-scale vendors 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Briefings is prepared by and is the property of Jenga Investment Partners and is circulated for 

informational and educational purposes only. Additionally, Jenga’s actual investment positions often 

will, vary from its conclusions discussed herein based on a number of factors, such as portfolio 

rebalancing and transactions costs, among others. Recipients should consult their own advisors, 

including tax advisors, before making any investment decision. This report is not an offer to sell or the 

solicitation of an offer to buy the securities or other instruments mentioned.  

Jenga research utilizes data and information from public and private sources. 

The views expressed herein are solely those of Jenga as of the date of this report and are subject to 

change without notice. 


