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Southeast Asia has its groove back, becoming the economic force that had been 
anticipated in the early 1990s. 

An Economic Powerhouse
The region’s growth rests on five legs: the rise of the consumer class, global demand 
for resources, low-cost production, favorable public policy, and bold ambitions.

Southeast Asia Challengers
BCG has identified 50 companies from the region that are growing quickly and 
expanding overseas rapidly. 

Winning Strategies
Southeast Asia challengers share many traits of striving companies from other 
fast-growth regions, but they also have unique characteristics related to the region’s 
bounty of natural resources and supportive governmental policies.

The Next Level
In order for Southeast Asia to reach its full potential, companies and governments 
need to act decisively on such challenges as infrastructure, innovation, and talent.

AT A GLANCE
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Southeast Asia has gotten its groove back. The region has been reshaping 
itself into the economic force that—in the early 1990s, before the Asian 

financial crisis deflated economic progress and expectations—many had foreseen 
for it. For most of the past decade, while China and India were grabbing the 
headlines, Southeast Asia was enjoying an economic renaissance that has largely 
escaped attention.

Southeast Asia covers 5 million square miles that span the distance from mountain-
ous tribal lands in Northern Thailand to the 18,000 islands of Indonesia below the 
equator. It is home to 600 million people and is rich in natural resources. Over the 
years, the region has served as a way station between China and India in the spice 
trade, a hot spot of European colonialism, and a bloody intersection in the anti-
communism campaigns after World War II.

Until the Asian financial crisis of 1997–1998, Southeast Asia was experiencing 
heady growth and benefitting from an influx of foreign capital. Malaysia’s stock 
exchange had the second-highest capitalization in Asia, after Japan. The region’s 
population was enjoying increasing opportunities and prosperity. But the value the 
region had spent many years building came crashing down unexpectedly and 
spectacularly in the late 1990s. The crisis was fueled by a toxic cocktail of weak 
banks, foreign-currency borrowing, speculative foreign capital, overleveraged 
real-estate projects, and consumer panic. In 1998, Indonesia, Malaysia, and Thai-
land all suffered slumps in GDP exceeding 6 percent.

Fortunately, the crisis was relatively short-lived because governments acted deci-
sively, and the region resiliently regained its footing and momentum. The nations 
consolidated and recapitalized the banking industry.

The real GDPs of the Philippines and Singapore had fully recovered by 1999. The 
economies of Malaysia, Thailand, and Indonesia were back to precrisis levels within 
five years. Exports of all these countries exceeded their previous peaks by 2000. The 
capital ratio of banks—a measure of their ability to withstand losses—is much 
higher today than before the Asian financial crisis. Among banks headquartered in 
emerging markets, those in Southeast Asia recorded some of the highest total 
shareholder returns from 2005 through 2010. These structural improvements helped 
Southeast Asia weather the recent global crisis better than most other countries. 

Today, the region has a GDP of $3 trillion—larger than that of Brazil or Russia. 
Southeast Asia’s annual GDP growth exceeded 7 percent from 2005 through 2010, 
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a rate that also surpasses those of Brazil and Russia and is creeping up to India’s. 
Per capita GDP is approaching $5,500. The region has a higher share of global 
exports than India, Brazil, or Russia, too. It produces 87 percent of the world’s 
palm oil and 80 percent of its natural rubber, as well as 44 percent of Asia’s 
natural gas. Buoyed by strong domestic demand, trade with China and other 
emerging markets, and low debt levels, the region continued to grow during the 
Great Recession. If Southeast Asia were a nation, it would qualify as a high-profile 
BRIC (Brazil, Russia, India, and China). Global companies overlook the region at 
their peril. (See Exhibit 1.)

In addition, Southeast Asia is fast becoming an economically integrated region, with 
Singapore as the hub of financial and logistics activity and an example to other 
nations of what they might also achieve. The Association of Southeast Asian 
Nations (ASEAN) Economic Community, whose stated goal is to create a “region 
with free movement of goods, services, investment, skilled labor, and freer flow of 
capital,” has slated many trade barriers within the region for elimination or sub-
stantial reductions by 2015. While some business executives are skeptical that these 
goals will be fully achieved, the progress by ASEAN and others has established 
momentum that the private sector can now harness.

In order to throw a spotlight on Southeast Asia, The Boston Consulting Group has 
identified 50 fast-growing companies, the Southeast Asia challengers, that are 
expanding either within the region or globally. Southeast Asia certainly has many 
more noteworthy companies, but by narrowing the focus to 50, we hope to highlight 
and dramatize the competitive dynamics and environment of this vibrant region. 

An Economic Powerhouse
Before we identify the 50 Southeast Asia challengers, it makes sense to present a 
fuller context for the region in which they operate and the macroforces from 

Sources: Economist Intelligence Unit; BCG analysis.
Note: Southeast Asia analysis is limited to the following nations: Indonesia, Malaysia, the Philippines, 
Singapore, Thailand, and Vietnam; data are from 2010; GDP figures are in nominal terms, at purchasing-
power parity. 

Exhibit 1 | Southeast Asia Could Be a BRIC Nation

Southeast Asia Brazil Russia India China

GDP ($billions) 2,913 2,179 2,226 4,197 10,233

Annual growth, 
2005−2010 (%) 7.4 6.6 5.6 10.7 13.5

Per capita GDP ($) 5,480 11,420 15,710 3,540 7,800

Population 
(millions) 532 191 142 1,184 1,312

Portion of global 
exports (%) 6.7 1.3 2.5 1.4 10.1
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which they have benefited—forces that they have helped shape. Although the 
ASEAN is composed of ten nations, we have limited our review of the region to 
the six largest economies: Indonesia, Malaysia, the Philippines, Singapore, Thai-
land, and Vietnam. (We have excluded Myanmar, a country with more than 50 
million people and vast potential given its size and natural resources, because of 
its daunting political and economic realities. It is nonetheless a country worth 
watching.)

These six nations generate 97 percent of the region’s GDP, house 88 percent of  
its population, and, over the past five years, have enjoyed annual growth rates of  
6 to 9 percent. On a purchasing-power parity basis, per capita GDP in 2010 ranged 
from $3,150 in Vietnam to $14,740 in Malaysia, with Singapore, the sole developed 
economy in the region, achieving a notable per capita of $45,170, one of the 
highest in the world.

The growth of the region—and these six nations, in particular—rests on five legs.

The Rise of the Consumer Class. Nearly 100 million people will enter the 
consumer class by 2015, most of them in Indonesia, the Philippines, Thailand, and 
Vietnam.1 Consequently, consumer spending will expand by 12 percent annually, 
significantly faster than GDP, from $980 billion to $1.7 trillion. The fastest-grow-
ing spending categories will be transportation, communications, housing, and 
health.

Global Demand for Resources. Southeast Asia produces more than 85 percent of 
the global supply of palm oil and rubber and is benefitting from rising demand for 
these goods. The price for these commodities more than doubled from 2005 
through 2011.

Palm oil’s position as an anchor of the regional economy has been threatened by 
environmental concerns ranging from deforestation to greenhouse gas emissions. 
However, companies such as Olam, local growers, and governments have tried to 
address these concerns by promoting sustainable practices.

Coal production within the region has also been growing by 14 percent annually 
since 2000, far outstripping regional consumption and encouraging overseas sales. 
Indonesia, for example, is the largest global exporter of thermal coal, with annual 
growth in exports to China and India of 19 and 28 percent, respectively, from 2005 
through 2010.

Low-Cost Production and Offshoring. As wages in India, China, and elsewhere 
rise, Southeast Asia is becoming a popular destination for both manufacturing and 
services. Multinationals such as BMW, Nissan, Toyota, and Volkswagen have estab-
lished manufacturing facilities in the region. 

Countries are acquiring different specialties—Vietnam for IT outsourcing, the 
Philippines for call centers, Singapore for R&D, and Malaysia for outsourcing of 
skilled back-office jobs. Microsoft and Sony, for example, have set up operations in 
Vietnam. The Philippines has 800 call centers generating nearly $6 billion in 
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revenues from overseas. Pfizer, Abbott, and Bayer have established R&D operations 
in Singapore, while Vale and Shell have set up back-office bases in Malaysia.

Governmental Policy. The business climate is improving sharply. At the regional 
level, under the banner of the ASEAN, trade barriers and foreign-investment 
restrictions are falling. From 2002 through 2008, for example, average regional 
tariffs fell from 4 to 2 percent, helping to generate a jump in intraregional trade 
from $155 billion to $415 billion.

While Southeast Asia overall still ranks poorly in terms of ease of doing business 
and corruption, many national governments are also improving the quality and 
delivery of services. (See the sidebar “Indonesia’s Big Roar.”)

Boldness of Ambition. The Asian financial crisis is now a distant memory,  
and the region is once again ready to announce itself on the global stage. But 
unlike the last time it was in the spotlight, Southeast Asia is prepared. The bank-
ing system is on a solid footing, corporate and household balance sheets are 
strong, and government debt loads are low. Collectively, these factors form the 
bedrock that allows ambitious companies to become key regional or global 
players. 

The Southeast Asia challengers are not only the face of Southeast Asia’s economic 
dynamism: they are also the microeconomic realizations of these five trends.   

(In earlier reports, we examined companies with similar ambitions in both Africa 
and Latin America. Collectively, these regional reports are part of BCG’s Global 
Challenger franchise, which identifies emerging-market companies seeking to 
become global players. The global challengers are 100 companies that have started 
to achieve not just regional but also global reach.)

Southeast Asia Challengers
The 50 Southeast Asia challengers range in size from $500 million to $63 billion in 
annual sales. While many of these companies are known by industry insiders—
Malaysia’s Axiata in telecommunications, Thailand’s Indorama Ventures in indus-
trial goods, and Singapore’s Petra Foods in the food industry, for example—few of 
them are household names outside the region. That may be about to change. 
Within a few years, many of these companies will likely play leading roles on the 
global stage. 

Thailand’s PTT, a state-owned oil and gas company, aspires to become a member 
of the Fortune 100 and plans to invest $100 billion over the next decade—half of it 
overseas. It has 44 exploration and production projects in 13 countries. Malaysia’s 
AirAsia consistently wins awards for being the world’s top low-cost airline. Hyflux, 
based in Singapore, has built China’s largest seawater-desalination plant in  
Tianjin.

The list of 50 companies represents a study in both geographic and economic 
diversity. Malaysia and Indonesia each have 12 companies on the list; Singapore 
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and Thailand, 11 each; and the Philippines and Vietnam, 2 each. Companies from 
the food and beverage industry (11) and agricultural-commodity industry (8) are 
most represented on the list, followed by companies from the real estate and 
construction, transportation and logistics, and utilities industries, 4 each. (See 
Exhibit 2.) 

While technology and manufacturing companies are somewhat underrepresented, 
the Southeast Asia challengers otherwise have remarkably similar profiles to 

The recent upgrading of Indonesia’s 
sovereign debt symbolizes the fall 
and rise of Southeast Asia’s largest 
economy. During the period from 
1998 through 2002, the economy 
collapsed, dictator Suharto fell from 
power, and terrorists attacking in Bali 
killed 200 people. 

Rather than being torn apart, the 
archipelago nation, with a GDP of  
$1 trillion at purchasing-power parity, 
has rebounded. Over the past five 
years, real GDP has been growing by 
6 percent a year, and this growth is 
expected to continue through 2015. 

The number of mobile-telecom 
subscribers increased from 6.5 mil- 
lion in 2001 to 270 million in 2011. 
The number of cars sold rose from 
300,000 to nearly 900,000 from 2006 
from 2011. 

This growth reflects both Indonesia’s 
rising household income—14 percent 
of households are middle class or 
affluent—and smart moves by local 
companies. XL Axiata, a subsidiary of 
the Axiata Group, has catalyzed the 
mobile growth with an ambitious 
expansion campaign that has doubled 
its market share from 10 to 20 
percent in five years. Astra Interna-
tional, Indonesia’s leading conglomer-
ate, and its Japanese partners, 

Daihatsu and Toyota, have redefined 
the auto market by building popular 
small cars and knitting together an 
integrated automotive value chain 
behind the scenes.

The stars are aligned in Indonesia’s 
favor. The nation has a sizable 
workforce of 120 million, nearly 
one-half of the total population. 
Manufacturing wages are still low 
compared with those in China and 
India. 

Indonesia’s current president, Susilo 
Bambang Yudhoyono, was reelected 
in 2009, a sign that political stability 
and reform are more than just 
buzzwords. Indonesians are proud to 
point out that their country is the 
third-largest democracy in the world. 

Indonesia, however, is still a work in 
progress. About 30 percent of the 
population lives in poverty. Unem-
ployment hovers at 8 percent, and 
income inequality remains high. 
Roads, rails, and ports are inadequate 
to serve rising demand.

Despite attempts to cut corruption, 
Indonesia remains a difficult place to 
do business. It ranked 129 out of 183 
in the 2011 Ease of Doing Business 
index published by the World Bank. 

INDONESIA’S BIG ROAR
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challengers in the other regions. (See the sidebar, “How We Selected the BCG 
Southeast Asia Challengers.”)

Fast Growing. Growth is the trademark of the challengers. They are expanding 
twice as fast as their “global peers”—multinationals in similar industries headquar-
tered in developed markets—and are more profitable. (See Exhibit 3.) The chal- 
lengers have also generated far greater shareholder returns than global peers or 
indexes of emerging-market or Southeast Asia company stocks. A $100 investment 
in a basket of Southeast Asia challengers on January 1, 2000, would have been 
worth about $590 by the end of 2011—more than one and a half times the perfor-
mance of the MSCI South East Asia and MSCI Emerging Market indexes. (See 
Exhibit 4.) 

AirAsia and CIMB, a financial institution, exemplify the growth trajectory of the 
group. AirAsia grew 43 percent annually from 2006 through 2010. The carrier is 
quickly becoming a global force in the air; nearly three-quarters of its revenues are 
from overseas. AirAsia is known for operational excellence (25-minute gate turn-
arounds) and innovation (being the first carrier in the region to embrace e-ticketing).

Although more than half of CIMB’s revenues still come from Malaysia, the bank is 
no less ambitious in its pursuit of expansion. Despite the persistence of the global 
financial crisis, the company grew 25 percent annually from 2006 through 2010. It 

Thailand - 11

Banpu
Central Group
Charoen Pokphand
Indorama Ventures
Minor International
Mitr Phol Group
Pruksa
PTT
Siam Cement Group
Sri Trang
Thai Union Frozen
  Products 

Singapore – 11

CapitaLand
Changi Airport
Fraser and Neave
Hyflux
Keppel
Olam
Petra Foods
PSA
Sembcorp
ST Engineering
Wilmar International

Vietnam - 2 The Philippines - 2

Jollibee
San Miguel

Southeast Asia 
challengers, by industry

2
2
2

4

4

8

14

14

Financial Institutions
Health care
Technology, media, and 
telecommunications
Real estate and construction

Transportation and logistics

Industrial goods
• Utilities (4)
• Engineered products (3)

Resources
• Agricultural commodities (8)
• Oil, gas, and chemicals (3)
• Minerals (3)

Consumer goods
• Food and beverages (11)

FPT
Vinamilk

Malaysia - 12

AirAsia
Axiata Group
CIMB
Genting Group
Hong Leong Group
IJM
IOI
Parkway Holdings
Maybank
MMC
Sime Darby
YTL

Indonesia - 12

ABC Group
Adaro Energy
Aneka Kimia Raya
Astra Otoparts
Bayan Resources
Djarum
GarudaFood
Golden Agri-
  Resources
Indofood
Kalbe Farma
Mayora
Wings Air

Source: BCG analysis.

Exhibit 2 | The Southeast Asia Challengers Are a Study in Diversity
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To generate the list, we initially took a 
close look at about 500 companies. To 
qualify for consideration, each 
company had to be headquartered 
and have major operations in the 
region, have annual revenues of at 
least $500 million, and be growing 
and profitable. Furthermore, each 
company also had either to hold a 
top-five market position in the region 
or to be growing significantly faster 
than its peers. Finally, each company 
had to demonstrate either proven 
ability to go international or the 
strong potential to do so. Companies 
that had already held sizable global 
positions for five years or more were 
excluded. 

The Southeast Asia challengers are 
works in progress. In terms of their 
global growth, they are no longer 
caterpillars but not yet butterflies. 

Accordingly, we have excluded many 
noteworthy companies at both the 
top and bottom of the market. 
Companies that have been leaders in 
their respective industries for many 
years—for example, Singapore 
Airlines and Petronas, a Malaysian 
energy company—can no longer be 
considered challengers: they are 
already champions from the region. 

There are also many companies that 
have not yet reached the $500 million 
revenue threshold: Banyan Tree 
Hotels and Resorts; BreadTalk, a 
bakery with nearly half of its revenues 
coming from China; Charles & Keith, 
a retailer of shoes and handbags; and 
Bumrungrad International Hospital, 
the largest private-hospital chain in 
the region. Bumrungrad is based in 
Thailand; the rest, in Singapore. All of 
them bear watching. 

HOW WE SELECTED THE BCG SOUTHEAST ASIA 
CHALLENGERS

%
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Annual sales growth, 2001–2010 Average EBITDA margin, 2001–2010

Southeast 
Asia 

challengers

Global 
peers

S&P 500 Southeast 
Asia 

challengers

Global 
peers

S&P 500

Sources: Capital IQ; BCG analysis.
Note: The exhibit, based on the financial results of 31 Southeast Asia challengers, 172 global peers, and 462 
companies listed in the S&P 500 index, includes only those companies for which sales and margin data were 
available from 2001 through 2010; global peers are multinational companies headquartered in developed 
economies and operating in the same industries as the Southeast Asia challengers.

Exhibit 3 | The Southeast Asia Challengers Are Growing Faster and Are 
More Profitable Than Their Peers
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has relied on mergers and acquisitions to expand into Indonesia, Singapore, and 
Thailand and to build capabilities. CIMB’s goal is to become one of the top three 
banks in Southeast Asia, deriving a majority of its revenues both from outside 
Malaysia and from consumers. Already, it has the most extensive network in the 
region, with more than 1,000 branches. Maybank, Malaysia’s largest bank, is similar-
ly seeking to become a regional financial powerhouse.

Doing Deals. Like CIMB, many of the challengers have been shaping their own 
destiny through mergers and acquisitions. Increasingly, these deals are aimed at 
international expansion. Since 2001, the number of cross-border deals announced 
by the 50 challengers has increased by 22 percent annually, while the number of 
domestic deals has risen by just 1 percent annually. 

Fourteen of the challengers have completed more than ten deals in the past five 
years, and an additional 14 challengers have completed from five to ten. Three of 
the challengers have announced more than $5 billion in deals over the past five 
years: CapitaLand of Singapore, a real estate and contracting company; MMC of 
Malaysia, a utility, transportation, and construction company; and Wilmar Interna-
tional of Singapore, an agricultural-commodity business. 

Winning Strategies
Located in emerging markets, the Southeast Asia challengers have access to both 
high-growth markets and relatively inexpensive labor. They have the boldness of 

2005 200720042003200220012000

Southeast Asia 
challengers

MSCI Emerging Market

MSCI South East Asia

Global peers

S&P 500

Global challengers

2006

Total shareholder return

800

600

400

200

0
20122011201020092008

Sources: Thomson Reuters Datastream; BCG analysis.
Note: The index base of 100 was set on January 1, 2000, and the data were analyzed through September 30, 2011; all indexes were weighted by the 
market capitalization of their constituent stocks; the index is based on data from 41 Southeast Asia challengers that are publicly listed and from 
194 global peers; global peers are multinational companies that are headquartered in developed economies and operate in the same industries as 
the challengers.

Exhibit 4 | The Southeast Asia Challengers Create Significant Shareholder Value
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youth and a determination to succeed, and they are free from the constraints of 
legacy assets. They have clear strategies and business models attuned to local 
market conditions. Their sourcing, supply chain, and distribution capabilities  
were built in and work within these markets. In fact, five of the Southeast Asia 
challengers are also on BCG’s list of global challengers: Charoen Pokphand, 
Indorama Ventures, PTT, and Thai Union Frozen Products of Thailand, and 
Indofood of Indonesia. 

In their expansionary campaigns, they pursue four broad strategies. (See Exhibit 5.)

Natural-Resource Play. The largest group of companies extracts natural resources 
for overseas sales. The more advanced players have developed sophisticated 
supply-chain capabilities.

Petra Foods, based in Singapore but global in outlook, is the third-largest global 
supplier of cocoa. Its revenues, growing 32 percent annually since 2006, reached 
$1.6 billion in 2010. Nearly all the company’s sales are overseas, with Europe, 
Indonesia, and the Americas its largest markets. Petra Food’s overseas push has 
three components. In order to improve distribution and capacity, it created a joint 
venture in Malaysia and acquired a facility in Hamburg, Germany. In the branded 
consumer market, Petra has positioned itself to benefit from emerging markets’ 
rise of middle-class consumers, many of whom view chocolate as an affordable 
luxury. The company acquired the Goya chocolate line in 2006, in order to gain 
share in the Philippines, and Hudson’s candy, to penetrate Malaysia. Petra Foods 
has a 50 percent market share in Indonesia, which has a growing appetite for 

Source: BCG analysis.

Exhibit 5 | The Southeast Asia Challengers Pursue Four Broad  
Internationalization Strategies 

Natural- 
resource play

Regional 
rollout

Masters of 
emerging  
markets Global niches

Examples Adaro Energy, Olam,
Sime Darby

AirAsia, Axiata 
Group, CIMB, 
Maybank

CapitaLand, 
Central Group, 
Mayora

Changi Airport, 
Indorama Ventures, 
Keppel, YTL

Competitive 
advantage

• Access to  
resources

• Cost advantages 
through scale and 
low-cost labor

• Supply chain 
capabilities

• Access to 
licenses

• Cost leadership 
through scale

• Superior operat-
ing models

Growth  
drivers

• Increasing  
global demand  
for resources

• Regional 
growth

• Emerging-
market 
growth

• Availability of 
assets for acqui-
sitions

• Local consumer insight
• Customized business models

• Rise of the middle class
• Removal of trade and investment barriers

Challengers  
pursuing  
approach 

Many Few
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chocolate. The market is expected to grow by 18 percent annually through 2015.

To grow cocoa sales, Petra entered into partnerships with such major and demanding 
brands as Nestlé, Cadbury, and Mars, providing customized supplies for them. 
Nearer to home, Petra Foods also works closely with farmers in the region, providing 
training and other support to increase the quality and quantity of cocoa supplies.

Collectively, these activities have established Petra’s strong presence in procure-
ment, processing, and packaging. Not just a commodity provider, Petra is now  
a significant player across the value chain. It is also well poised to meet the ris- 
ing demand for chocolate in emerging markets as growth in developed markets 
flattens.

Regional Rollout. A smaller group of companies builds regional dominance in 
consumer markets by playing off their knowledge of and operations within them. 

One of the most successful adopters of this approach is Axiata Group, which was 
spun off from its parent Telekom Malaysia in 2008 and rebranded as Axiata in 2009. 
Axiata Group has 200 million mobile-telecom customers; operations in Bangladesh, 
Cambodia, Indonesia, Malaysia, and Sri Lanka; and telecom investments in India, 
Singapore, and Thailand. It has successfully managed these cross-border operations 
through a lean but effective corporate center staffed by seasoned executives.

Axiata is not content just to expand its traditional voice and messaging business-
es. Its senior executives want to build a leading telecom player that provides 
digital and mobile-data services for consumers and enterprises. At the same  
time, Axiata’s management relentlessly focuses on cost and efficiency, encourag-
ing infrastructure sharing and high network utilization at all the group’s  
subsidiaries. 

While many telecom operators in emerging markets have struggled during the past 
two years, Axiata has soared. From 2009 through 2010, it generated annualized total 
shareholder returns of 38.8 percent. PT XL Axiata, a listed subsidiary of Axiata 
Group operating in Indonesia under the brand XL, has an even more impressive 
136.2 percent annualized two-year return.

Axiata is riding on the back of surging demand for mobile communications in 
Southeast Asia, especially Indonesia. In 2010, Indonesia surpassed the U.K. as the 
country with the second-highest number of Facebook subscribers, most of whom 
access the social-network site on mobile devices.

Masters of Emerging Markets. A still smaller group of companies actively pursue 
opportunities in emerging markets by exporting their successful practices, business 
models, and consumer insights generated closer to home.

Indonesia’s Mayora, a food company specializing in coffee, instant foods, and 
snacks, exports to 80 markets, generating most of its sales from emerging markets. 
Its overseas expansion is motivated not just by sales but also by the desire to 
acquire talent and access to natural resources. 

In 2010, Indonesia 
surpassed the U.K. as 

the country with the 
second-highest 

number of Facebook 
subscribers, most of 

whom access the 
social-network site on 

mobile devices.
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Mayora’s revenues have been growing 38 percent annually since 2006 and reached 
$842 million in 2010. India and China currently account for only 5 percent of sales, 
but their share is rising rapidly.  

The company is run by its Indonesian founder and his three sons, who have clear 
functional and geographic responsibilities. Since its founding in 1977, Mayora has 
focused on R&D, speed to market, strong relationships with distribution and retail 
partners, and, especially, execution. 

Mayora owns all its manufacturing facilities, which helps ensure both efficiency and 
product quality. It has been able to preserve profit margins even when costs rise. 
Through its strength in consumer insight and fast decision making, Mayora can 
generally shrink the year or more it typically takes a multinational to bring out a 
new product to just a few months. 

Mayora is especially vigilant in eliminating unnecessary bureaucracy and adapting 
to local market conditions. Its experience in the diverse Indonesia market land-
scape has prepared the company well for winning in other emerging markets. In 
Indonesia, it has had to find the right cost structures and price points, adapt prod-
ucts to local tastes, and distribute products through both traditional and modern 
trade channels.

Global Niches. A few players dominate global industrial-goods niches or buy 
unwanted assets abroad.

The best example of a global-niche player is Indorama Ventures of Thailand, the 
largest global producer of polyethylene terephthalate (PET), which is used to 
make plastic bottles. Indorama Ventures is the only PET producer with a manu-
facturing presence in the U.S., Europe, and Asia. The company’s revenues have 
grown 56 percent annually since 2006, reaching $3.2 billion in 2010, with 86 
percent of these revenues generated overseas. Indorama Ventures focuses on cost 
control, tight integration, and a contrarian growth strategy that has helped the 
company build scale through acquisitions in mature markets while its competitors 
focused on emerging markets. It has had the courage to challenge conventional 
wisdom.

Indorama Ventures became the low-cost leader in the industry through a relentless 
focus on operating efficiency. Its plants were running at full capacity in 2009, for 
example, while the average utilization rate of its competitors was around 85 
percent. It sources many of its raw materials internally in order to lock in supply 
and reduce transportation costs. Indorama Ventures’ presence on three continents 
also helps reduce its transportation costs and lower the risk of trade barriers and 
duties.

Many of these approaches are apparent in other markets. Regional challengers in 
Latin America, in particular, have taken advantage of the abundance of natural 
resources in their regions to build successful businesses. Likewise, it is not unusual 
for consumer companies throughout emerging markets to extend their brands and 
franchises regionally in order to seek growth.

One company’s 
experience in the 
diverse Indonesia 
market landscape  
has prepared it well 
for winning in other 
emerging markets.
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Yet the Southeast Asia challengers have their own personality and profile. Com-
pared with the global challengers, they are overrepresented in commodities, agri-
culture, and food and beverages, with about one-half of the companies based in 
these industries and less concentrated in fields that depend on engineering and 
innovation. This reflects the region’s development stage. Southeast Asia had a late 
start but is catching up quickly.

Southeast Asia challengers are more regional in their ambitions than the global 
group, with about 80 percent of their revenues derived from Asia. There are several 
reasons why they stay close to home. One-half of the Southeast Asia challengers are 
conglomerates or parts of conglomerates, a phenomenon also seen in India and 
other new market economies. Because of their local networks and connections to 
other business executives, politicians, and government officials, executives of these 
conglomerates tend to pursue domestic-market opportunities rather than seek 
global avenues for growth. At times, they benefit from government protection and 
regulation that have lowered the influence of foreign competitors. 

The Next Level
Southeast Asia is on the move, but to reach its full potential, companies and gov-
ernments need to act decisively. 

The Southeast Asia challengers themselves need to start seeking Asia—if not the 
world—as their market. That mindset shift alone has vast implications for talent, 
capabilities, and organizational needs. 

Other large local companies in the region that may be a step or two behind should 
be actively monitoring the moves of the challengers and increasing their own 
ambitions. (See the sidebar “Questions for Contenders.”)

Multinationals outside the region have an opportunity to tap a new source of 
growth by training their sights on Southeast Asia. Many of them have overlooked 
the region entirely or have been unwilling to adapt products, business models, and 
distribution to local conditions. They should also be exploring ways to partner with, 
buy from, and sell to local challengers. 

Governments, meanwhile, can address many obstacles and issues, such as regional 
coordination, that are beyond the reach of a single company. 

The future economic vitality of the region turns on at least five major concerns—
talent, infrastructure, innovation, trade, and political stability—and the willingness 
of public and private officials to address them.

Talent. Talent is a top concern of chief executives everywhere, but this is especially 
so in Southeast Asia. Many of the region’s top students study abroad and never 
return home. Talent shortages are especially acute in Vietnam and Indonesia. The 
region’s economic future is tied to its ability to encourage student expats to return 
home to pursue their careers, the ability of local schools to produce qualified 
graduates, and the success of companies in developing employees.

Multinationals 
outside the region 

have an opportunity 
to tap a new source of 

growth by training 
their sights on 

 Southeast Asia. 
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Infrastructure. Numerous economic studies have shown that strong infrastructure 
facilitates economic growth. The Asian Development Bank Institute estimates that 
ASEAN nations will likely need $1 trillion in infrastructure investments from 2010 
through 2020. Although governments do not have the borrowing capacity, private 
investors have shown an interest in making infrastructure investments in the region 
through public-private partnerships. This willingness, of course, turns largely on 
their confidence in public institutions.

Innovation. The region has not yet produced many large companies whose main 
sources of strength are ingenuity and creativity. Typical of emerging markets, most 
nations in the region are still relying on low labor costs and natural resources to 
make their mark. But in order to become global economic forces, they will need to 
follow the path of South Korea, a one-time emerging market, and start investing in 
innovation in order to create higher-value goods and services. 

If your company aspires to be a 
Southeast Asia challenger, you should 
be actively assessing your options for 
expansion and growth. The following 
questions will help you frame your 
analysis and decision-making proc- 
esses.

Vision and Strategy
Given your aspirations, can you  •
afford not to go international?

Do you have a vision for your  •
overseas business in which the 
whole is greater than the sum of 
the parts? Do you understand the 
relevant overseas markets—com-
petitors, customers, distribution 
networks, and the legal and 
regulatory environment? Are the 
success factors similar to those in 
your home market? 

Do you have a clear understanding  •
of your competitive strategy in 
these markets—for leveraging a 
low-cost position; building a global 
niche; or rolling out a successful 
technology, brand, or business 
model, for example?

Do you have a contingency plan  •
with clear milestones, including a 
well-defined “walk-away” scenario?

Mode of Entry
Should you emphasize developed  •
markets, developing economies 
for expansion, or both?

Should you expand through  •
partnerships or acquisitions, and 
do you understand the tradeoffs?

People, Organization, and Opera-
tions

Do you have the people with the  •
capabilities and values your 
business needs to succeed in 
overseas markets?

Do you have the right internation- •
al organization and governance 
setup? Are key processes and 
decision rights well defined?

How will you ensure transparency  •
and checks and balances in your 
international operations? 

QUESTIONS FOR CONTENDERS
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Malaysia, Singapore, and Thailand have made some progress in shifting their 
economies, but innovation needs to be a greater priority. The per capita rate of 
patent filings—and the annual growth in filings—in the Philippines, Indonesia, and 
Vietnam lags behind that of China and India. 

The overall level of R&D spending in the region is inadequate to make great 
technological leaps forward. From 1990 through 2008, the U.S. spent 2.6 percent of 
GDP on R&D, while Singapore devoted 1.7 percent. The rest of the nations in the 
region devoted less than 0.5 percent of GDP. By contrast, China and India devoted 
0.9 percent and 0.7 percent, respectively.

Innovation requires not only investment but also the attitude—or at least recogni-
tion among executives—that it matters. Executives in Southeast Asia are not yet 
converts. Only 43 percent of them rate innovation as a top-three corporate priority. 
That share is 92 percent in China and 79 percent in India.

Trade. Moving goods into, outside, and through Southeast Asia takes too long and 
is too cumbersome, especially in Indonesia and Vietnam. This is a function of both 
infrastructure and bureaucracy. In a ranking of overall logistics performance 
published by the World Bank, the ASEAN nations collectively ranked in the high 
40s or 50s on six metrics. 

Although those rankings are arguably consistent with the growing pains of emerging 
markets, they are moving in the wrong direction. From 2007 through 2010, ASEAN 
nations’ global rankings in each of the six metrics moved down from 4 to 13 spots.

Transparency, Stability, and Red Tape. On similar measures of political stability, 
corruption, and transparency, the region also scores poorly. These issues are certain-
ly not unique to the region, but they contribute to the reluctance of multinationals to 
invest more heavily, and they reduce the ease with which local companies can do 
business. 

Many of the challenges we’ve presented are less relevant to Singapore. As the only 
developed economy in the region, the island nation has solved many of those 
problems. Rather than being an aberration, Singapore can serve as an inspiration to 
other nations in the region.

Southeast Asia is on firmer footing than at any other time in modern history. While 
much of the rest of the world is gripped in uncertainly, Southeast Asia is poised on 
the edge of greatness. Not everyone is lucky enough to get a second chance. Execu-
tives and officials in the region are determined to make the most of it. The best 
companies in the region have already begun to soar.

Note
1. We define consumer class households as those with annual incomes exceeding $5,000.   

Malaysia and  
Thailand have made 

some progress in 
shifting their econo-
mies, but innovation 

needs to be a greater 
priority.
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