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Internationalization Journey
of Semir Garment:

Moving Forward Through

Practical Exploration
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In 1996, at the age of 45, Guanghe Qiu saw
an opportunity in the rising demand for cas-
ual wear and decided to start his own busi-
ness. He founded the Semir Group and intro-
duced the Semir brand to the casual wear
market. Unlike traditional apparel compa-
nies, Guanghe implemented an asset-light
operation model and adopted a “virtual op-
eration” strategy, outsourcing production
and focusing on design, research and devel-
opment and sales, keeping the company
lean. Within just four years, Semir’s revenue
reached an impressive ¥1 billion. In 2002,
Guanghe promoted the brand extension
strategy and created the children’s wear
brand, Balabala. That same year, Semir Gar-
ment Co., Ltd. (hereafter referred to as
“Semir Garment”) was officially founded by
Guanghe, specializing in casual wear and
children’s wear. Since then, Semir Garment
had developed steadily and boasted two
major brand clusters, one was adult casual
wear represented by the Semir brand (self-
owned brands included Semir, Semir Kids,
and Aiken), and the other was children’s
wear represented by the Balabala brand
(self-owned brands included Balabala, Mar-
Color, MiniBala, Hey Junior). The company’s
two main brands, Semir and Balabala, each
occupied a unique niche in the apparel mar-
ket:

Semir Brand was established in 1996, and
the first store of Semir brand opened in Xu-
zhou City, Jiangsu Province in 1997. The
Semir brand positioned itself as a mass daily
lifestyle brand that centered around casual
wear, providing quality, stylish, and ap-
proachable apparel and life necessities for
mass consumers aged 18-35. The Semir
brand was a major player in the casual wear
industry, with a wide range of dressing

1 Source: Euromonitor International Database.

scenes. After years of development, Semir
brand had established a strong brand popu-
larity and recognition in the Chinese market,
occupying the leading position among do-
mestic casual wear brands. According to the
company’s annual report, the revenue of its
casual wear category (primarily Semir)
reached ¥4.17 billion in 2023, accounting for
30.54% of the total revenue, and a gross
profit margin of 38.02%. As of the end of
2023, the number of physical stores of cas-
ual wear category was 2,703.

Figure 1: The Headquarter of Semir Garment
in Shanghai

Balabala Brand was created in 2002. It tar-
geted at children aged 0-14, with products
positioned for middle-income families, ad-
vocating professionalism, fashion, and vital-
ity. The Balabala brand focused on the chil-
dren’s wear industry, which was experienc-
ing rapid growth and was one of the most
promising sectors in the apparel industry.
The brand occupied an absolute advantage
in the Chinese children’s wear market, rank-
ing first in the domestic niche market for
many years. In 2023, it held a 1.1%' market
share in the global children’s wear market,
ranking second among international profes-
sional children’s wear brands (only second-
ary to Carter’s brand from the US). Accord-
ing to the company’s annual reports, the
revenue of its children’s wear category



(mainly Balabala) was ¥9.37 billion in 2023,
accounting for 68.61% of the total, with a
gross profit margin of 46.78%. As of the end
of 2023, the number of physical stores of
children’s wear category was 5,234.

In 2011, the revenue of the company
reached ¥7.76 billion with a net profit of
¥1.22 billion, and the company went public
on the Shenzhen Stock Exchange. Since then,
the total revenue of the company had risen
steadily and reached a historic high of
¥19.34 billion in 2019. However, under the
impact of the aging modes of apparel indus-
try and the pandemic, the total revenue of
the company decreased by 21.37% year-on-
year in 2020; increased slightly by 1.41% in
2021; and decreased by 13.54% in 2022. Af-
ter a series of organizational structure re-
forms sustaining several years, the com-
pany’s total revenue increased slightly,
reaching ¥13.66 billion in 2023 (a year-on-
year increase of 2.47%), with the total profit
attributable to the listed company of ¥1.12
billion (a year-on-year increase of 76.06%)
and the total asset of ¥17.94 billion.

Figure 2: Balabala Brand Store in Dubai

As of early 2024, Semir Garment had devel-
oped a diversified marketing network that
combined direct sales, franchising, and joint
ventures, both online and offline. As of the
end of 2023, Semir Garment had established
7,937 physical stores across the country and

overseas. Of these, 681 were directly oper-
ated, 7,164 were franchised, and 92 were
jointly operated. The company had also es-
tablished a strong online presence on well-
known domestic e-commerce platforms
such as Taobao, Tmall, Vipshop, and Tiktok,
with online revenue reaching ¥6.23 billion in
2023, accounting for 45.59% of the com-
pany’s total revenue.

Brand Internationalization: from
Middle East, Hong Kong to Southeast
Asia

Semir Garment’s international business
launched as early as 2016, and after several
years of wondering and exploring, moved
forward slowly. Towards the end of 2022, to
seize overseas development opportunities,
Semir Garment made a bold move by invest-
ing heavily in exploring new sources of busi-
ness growth and came up with the internali-
zation slogan of “deepening roots in Asia
and expanding into Africa”. In April 2023, the
company established the Overseas Business
Unit, building a robust organizational and
team structure for full-scale online and of-
fline operations in overseas markets. In Sep-
tember, the company held its first-ever
overseas agents conference, which proved
to be a resounding success, yielding numer-
ous business development suggestions and
practical solution strategies.

As of the end of 2023, the company had es-
tablished over 70 stores in Hong Kong, China
and abroad. Semir brand’s overseas stores
were mainly located in Saudi Arabia, with
others in countries such as Indonesia, Laos,
and Nepal, while Balabala brand’s stores
were spread across the Middle East, Hong
Kong, China, Singapore, Vietnam, Nepal,
Cambodia, Mongolia, and Russia, with both
agency and direct operation modes. In 2023,



the company’s overseas retail scale 2

reached ¥200 million, with overseas busi-
ness revenue® hitting ¥100 million. Although
the revenue of foreign subsidiaries ac-
counted for just 0.32% of the total revenue,
at ¥43.94 million, it increased by 18.92%
year-on-year.

Semir Garment’s first foray into internation-
alization began with its Balabala brand. In
2012, Balabala brand sent members to the
UK, the Middle East, Russia, and other re-
gions to explore opportunities for interna-
tionalization. By 2014, the Balabala business
unit (hereafter referred to as “BU”) had be-
gun recruiting 1-2 individuals to make at-
tempts in internationalization and had
started participating in exhibitions in Dubai
and Russia.

Exploring the Middle East Market

In 2016, the Balabala BU officially estab-
lished its International Department and
signed its first Middle East partner®. When
asked why Balabala chose to begin its inter-
national business in the Middle East, Nicole
Zhou — Senior Director of Semir Garment’s
overseas business explained, “There are
both spontaneous and accidental factors in
market entry and layout. We started from
scratch and chose the Middle East because
we had a colleague who had previously
worked in Dragon City in Dubai and had
some basic knowledge of the Middle East.
Therefore, we naturally developed business
in the Middle East. With the establishment
of the Middle East market model, we then

2 “Retail scale” refers to the consumer-side statistics,
which differ from the company’s revenue scale due
to the existence of the agencies.

3 A portion of the overseas business was conducted
through direct exports from China, which was con-
sidered domestic income and was not reflected in
foreign income in the annual report.

applied it to Southeast Asia, including the
layout of direct operation areas.”

Figure 3: Semir Brand Store in Saudi Arabia

In February 2017, the first Balabala overseas
store opened in Riyadh. So far, over 90% of
Balabala’s Middle East stores had achieved
single-store profitability, with the number of
stores expanded to 20 and an expected
growth of 5-8 stores per year.

In October 2018, Semir brand took a signifi-
cant step towards internationalization with
the opening of its first store in Saudi Arabia,
made possible by the strong desire and swift
action of its Middle Eastern partner®. This
marked the official commencement of Semir
brand’s international operations. So far,
over half of Semir brand’s overseas stores
had sprung up in the Saudi market, with a to-
tal of 17 stores.

By the end of 2018, the company had
merged the International Departments of
the Semir and Balabala BUs, establishing an
Overseas Business Center that would over-
see the global development of both brands.
One year on, the two brands had expanded

4 “partners” refer to agents who often operate Semir
Garment’s brands in overseas markets through
franchising.

5 Semir brand’s Middle East partner and Balabala
brand’s Middle East partner were the same com-

pany.



to 30 stores in countries such as Saudi Arabia,
Mongolia, and Indonesia.

Attempts to Run Direct Operation Mode in
Hong Kong

In 2018, Balabala was on the brink of reach-
ing a sales milestone of ¥10 billion, providing
the perfect opportunity for it to make at-
tempts to run direct operations overseas.
The Balabala team regarded the Hong Kong
market as a gateway to the international
market, and thus established it as a direct
operation market, as well as set up an im-
port and export head office in Hong Kong.

Figure 4: Balabala Brand Store in HongKong

“I' have a belief that if Balabala brand’s mar-
ket share has been ranking first in China for
many years, it could potentially become the
world’s number one, so it needs to go inter-
national,” said David Xu, the General Man-
ager of Semir Garment, responsible for over-
seas business, “The ability of international
brands to compete across borders lies in
their organizational capabilities, their brand,
and their research and development, so |
need to step put. Only by stepping out can |
see where | fall short.”

However, the path of direct operations en-
countered many challenges. In 2019, social
movements in Hong Kong disrupted busi-
ness operations, followed by three years of
the pandemic. Additionally, high store rental
costs, mismatched products with the local

market, and improper staffing arrangements
led to high backend costs, ultimately leading
to the closure of Balabala’s first store in
Hong Kong.

After the setback of their first store, the
Balabala team took a multi-faceted ap-
proach to reviving their direct operation
business in Hong Kong during the pandemic.
On one hand, as Nicole noted, both positive
and negative factors existed as the external
environment changed. While nearly half of
the professional children’s brands exited the
Hong Kong market during the pandemic,
Balabala, with the backing of its parent com-
pany, had better support and financial
strength. The Balabala team promptly
adopted an aggressive strategy to expand
their store count, developing 10 directly-op-
erated stores by 2023.

On the other hand, the team also made ad-
justments to their operating capabilities, fo-
cusing on cost control, product adaptation
to the local market, and store model build-
ing. During the adjustment period, the team
managed to reduce store rents by over 30%,
while streamlining backend costs by with-
drawing staff from the mainland and leaving
only a local operating manager in Hong Kong.
In terms of organizational structure, the
headquarters made decisions on store plans
and product purchasing, while communi-
cating with the operating manager in Hong
Kong, developing a model for operating di-
rect stores.

After several rounds of product adjustments,
Balabala’s directly-operated stores in Hong
Kong finally turned a profit in 2022, achiev-
ing a net profit of 10% including backend
costs in 2023. It had become the brand with
the most branches in the Hong Kong market
among professional children’s wear brands.



Expansion into Southeast Asia Market

In 2019, Nicole’s team began to communi-
cate with the partner in Vietnam and offi-
cially signed the contractin 2020. By Novem-
ber 2020, the first Balabala brand store in Vi-
etnam opened in the capital city of Hanoi,

followed by two flagship stores in December.

By early 2024, Balabala had opened six
stores in Vietnam, distributed in three major
cities: Ho Chi Minh, Hanoi and Haiphong.
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Figure 5: Semir Garment’s office in Vietham

During the pandemic, Nicole Zhou’s team,
through online communication, kept in
touch and established connections with
overseas markets. Besides Vietnam, they
also signed contracts with partners in the
Middle East (second), Nepal, Cambodia, Rus-
sia, and more. After three years of develop-
ment, the overseas retail business had
grown from ¥40 million to ¥160 million, a
fourfold increase.

With stable development in the Middle East
market, the turnaround of the direct opera-
tion market in Hong Kong, and decent per-
formance in the Southeast Asian market, the
Balabala team was considering further ex-
pansion into Southeast Asia in mid-2023.

In December 2023, Balabala opened its first
store in Singapore’s Plaza Singapura. How-
ever, the store in Singapore had not yet
turned a profit. With a better understanding

of the clothing habits and styles of people in
tropical area, Semir Garment was gradually
adjusting the types of products of the local
stores. Meanwhile, considering that Singa-
pore was the only developed country in
Southeast Asia and had a significant radiat-
ing effect in Asia, Semir Garment viewed it
as an essential trial and foothold for the
Balabala brand’s future exploration of devel-
oped countries.

Since 2023, Semir Garment had determined
to develop its international business and its
first plan was to develop the Vietnamese
market as a direct operation market. In Sep-
tember 2024, the first directly-operated
store of Semir brand opened in Vietnam. In
the future, the company would continue to
make efforts to develop the Southeast Asia
market.

The Operating Modes in Expanding
Overseas

In the process of exploring overseas markets,
Semir Garment had also made such at-
tempts as the acquisition of the overseas
brand, but ended in failure. Finally, the com-
pany figured out suitable operating modes
in practice.

Acquisition of the Overseas Brand May Not
Be a Shortcut

In 2018, Semir Garment adopt a dual-combi-
nation internationalization model of “bring
in, go out” through the acquisition of the
overseas brand to accelerate the pace of in-
ternationalization. In October 2018, the
company acquired 100% of Sofiza SAS's



shares for €110 million®, indirectly control-
ling 100% of Kidiliz Group’s shares. Kidiliz
Group, a leading mid-to-high-end children’s
wear company in Europe, had a history of
over 50 years and owned 10 well-known
self-owned children’s wear brands and five
licensed brands, with products covering
mid-to-high-end, newborns to teenagers.
With eight subsidiaries worldwide, it
boasted over 10,000 sales outlets and more
than 800 stores.

Speaking of driving factors in the acquisition,
Sam Qju - Chairman of Semir Garment, said,
“We had two ideas at the time. First, we be-
lieved that developing the brand’s online
business in China would not be complicated.
Second, we considered using European
channels to develop our brands overseas.”

But the acquisition ended in failure. Kidiliz
Group’s products were fiercely impacted in
the mass market competition, coupled with
the macroeconomic downturn and the con-
sumer purchasing power decline caused by
the pandemic’s spread in Europe, resulting
in continuous financial losses for Kidiliz
Group and severely affecting Semir Gar-
ment’s profits after consolidation. In 2020,
Semir Garment sold 100% of the shares of its
French wholly owned subsidiary, Sofiza SAS,
for ¥679 million.

“Firstly, | personally think we overestimated
the French company. A French company is
just a French company, not an international
one. Secondly, indeed, during the process,
our due diligence was not thorough enough.
Many issues with contracts and logistics only
emerged later. The third point was the
global disaster event,” analyzed Sam, high-
lighting the challenges faced during the ac-
quisition. “So, we just cut the knot quickly

6 € = EUR, EUR€E1 = USS$1.141 as of December 31,
2018.

and shut it down, letting the group take over
at an extremely low price.”

Agency Mode or Direct Operation Mode?
Balancing Timing and Location Considera-
tions

In the process of overseas operation, Semir
Garment had gradually figured out two op-
erating forms suitable for the current devel-
opment of the company. The first was the
Agency Mode, in which partners purchased
goods from the company through joining or
franchising modes and then operated locally
to attract local customers. The second was
Direct Operation Mode, in which Semir Gar-
ment directly managed and controlled the
business activities of overseas stores. As of
early 2024, the company ran Agency Mode
in markets such as Middle East, Nepal, Mon-
golia, and Russia; and ran Direct Operation
Mode in markets such as Hong Kong, China,
Vietnam, Singapore, and Malaysia.

Regarding the pros and cons of these two
operating modes, Sam said, “In the agency
mode, both of our cost and risk are low, and
we don’t have to worry about local opera-
tions. We simply support our partners in se-
lecting the right products. However, the
challenge lies in the fact that the brand's de-
velopment in foreign markets is dependent
on the pace of our partners, which may not
always be coordinated with our plans.”

Regarding the direct operation mode, Sam
emphasized that “While the direct operation
mode requires more personnel and costs,
we have greater control and totally different
expectations for the future. Of course, there
are also more challenges as we need to ex-
plore local policies, laws, and business envi-
ronments, with higher risks involved.”



When deciding between agency and direct
operation modes, the company shall con-
sider various factors such as economic size
and economic development rate of the tar-
get market, geopolitical risks, and the will-
ingness of partners. More importantly, the
company shall consider the differential posi-
tioning and future development of brands,
and choose the most suitable operating
mode after fully taking into consideration
the timing and location.

Figure 6: Overseas Business Unit of Semir
Garment

In the early stages of internationalization,
Semir Garment adopted the agency mode to
cautiously tap into overseas markets. The
development of its overseas business mainly
focused on capturing opportunity markets
and was driven by partners. Its overall focus
on business remained domestic. Since the
partners grasped the pace of development,
and only with certain results would they
continue to expand, the development of the
company’s overseas business was relatively
slow in the early stage. However, this steady
approach also had allowed the company to
make presence in some overseas markets.
The company provided brands and concen-
trated limited resources and energy on as-
sisting partners with logistics, settlement,
listing, and other business operations.

After the start of internationalization, Semir
Garment had gradually began to focus on di-
rectly-operated stores, including the turna-
round of the directly-operated stores of
Balabala in Hong Kong, the establishment of
Balabala’s directly-operated store in Singa-
pore, and the vigorous direct operations in
Vietnam.

The decision between agency and direct op-
eration modes is actually closely related to
the brand's positioning and the brand's tar-
get market. For Balabala brand, it positions
itself towards mid-to-high-end family in
China, and when it steps out, it should cor-
respond to developed markets. Therefore,
its internationalization next step should fo-
cus on the direct operation markets in devel-
oped markets to establish the benchmark;
for other underdeveloped markets, the
team should develop high-quality partners
and build brand recognition. For Semir
brand, it positions itself as a popular casual
wear brand with lower prices, leading to
greater potential in economically underde-
veloped areas such as Southeast Asia. There-
fore, the team can focus on direct opera-
tions in some underdeveloped markets to
improve brand recognition.

The Internationalization Challenges
in the Context of Second-Generation
Succession

In January 2023, founder Guanghe Qiu re-
signed the Chairman of Semir Garment at
the age of 72, and this position was taken
over by his son Sam Qiu. Sam joined the
company soon after his military service in
1996, starting from product design and sup-
ply chain procurement, until he became the
general manager of the Semir brand and the
president of Semir Garment. In 2012, Sam
took over as the vice chairman of Semir Gar-
ment and was responsible for investment



projects until 2018. In 2018, Sam began to
participate in the company’s operation and
management.

Since 2020, the total revenue of Semir Gar-
ment had experienced considerable declines
and slight increases, fluctuating mainly due
to the severe decline in offline business. This
was caused by both the pandemic and the
aging problem of the traditional apparel in-
dustry mode. Sam, who took over the com-
pany at this time node, was facing big diffi-
culties and challenges, whether in reforms
of domestic business or the expansion of
overseas markets.

Challenge 1: Fitness with the Overseas Mar-
ket Upon Domestic Reform Results

Under the pressure of declining business,
Sam, after taking over the company, further
adjusted the brand positioning and product
structure of Semir brand and Balabala brand,
aiming to get rid of reliance on “driving
growth by channels” and establish the new
model of “driving growth through products”.
He integrated and optimized supply chains
and sales ends of multiple brands and con-
ducted radical organizational structure re-
forms.

Since the two main brands of the company
are undergoing reforms and adjustments in
their supply chains and sales ends in the do-
mestic market, Sam stated that they needed
to assess brands’ fitness with the overseas
market after the adjustment of domestic
market was in place. From his point of view,
developing overseas markets without a
complete consumer portrait in the domestic
market was a very risky endeavor. In addi-
tion, Sam believed that they should develop
overseas market one by one, because it re-
qguired many efforts to explore the different
laws, taxes, and business atmosphere of
each market.

In terms of the development of their inter-
national business, Sam had set out three key
principles to follow. Firstly, the company
would firmly focus on developing their over-
seas operations. Secondly, they would main-
tain a cautious approach. Only when these
growth points aligned with the company’s
current strategy would they allocate more
resources to quickly expand their market
presence. Thirdly, the company would prior-
itize establishing overseas procurement
channels. In short, the approach was to took
small steps quickly, rather than taking big
risks or making hasty decisions.

Challenge 2: The Coordination and Ma-
nagement of Semir Brand and Balabala
Brand in Internationalization

In March 2023, the executive team investi-
gated the Middle East, Africa, ASEAN, and
other “Belt and Road” hotspot regions
where Chinese enterprises were stepping
out. The following month, the company es-
tablished the Overseas Business Unit, build-
ing organizations and teams to actively con-
struct the international market map.

Sam had always believed in taking small
steps quickly to achieve international devel-
opment. However, Semir Garment’s interna-
tionalization had not been easy, with the
balance between two brands, the choice be-
tween direct operation mode and agency
mode, along with the organizational struc-
ture reforms and the succession plan of the
enterprise. For example, the Vietnamese
market had started a new business model
due to changes in the partner. Before July
2023, the Vietnamese market was planned
as a direct operation market for the Semir
brand, while the Balabala brand was oper-
ated by the partner. In July 2023, when the
partner chose to set up a joint venture with
another sports brand company, and decided



to surrender the power of agency of Bala-
bala, Semir Garment’s efforts to retain were
unsuccessful. Therefore, although un-
planned, the Vietnamese market became
the first dual-brand direct operation market.
For the internationalization development in
the future, Semir Garment faced with this
major challenge of how to manage these
two brands’ overseas business.

In the planning of Semir Garment, it was ex-
pected that by 2026, the directly operated
stores in Vietnam could reach 40-50, and the
annual revenue of overseas business could
reach ¥1 billion, accounting for about 30% of
the overall revenue. Semir Garment also
needed to clarify its core competitiveness,
clarify the positioning of the two main
brands in the global market, and compre-
hensively consider various factors in the im-
plementation of dual-brand strategy in or-
der to adapt better to global markets and
achieve sustainable development.

......... KEY LEARNING POINTS------

1. Make Full Use of Core Competitive-
ness to Turn “Crisis” into “Oppor-
tunity”

Under the negative influence of social
movements in Hong Kong and three years
of the pandemic, nearly half of the profes-

sional children ~ s brands exited the

Hong Kong market. However, the Bala-
bala team promptly adopted an aggres-
sive strategy to expand their store count
and its directly-operated stores finally
turned a profit in 2022. The turnaround of
directly-operated stores in Hong Kong
was largely because the Balabala team
made full use of its core competitiveness.
Firstly, Balabala brand, backed by its lis-
ted parent company, had strong financial
strength and stable financial ability. Se-

condly, the team had accumulated a-
bundant experience in the domestic mar-
ket, and can flexibly use it in the Hong
Kong market to reduce rent and stream-
line backend costs, developing a model
for operating direct stores. Thirdly, as a
family business with most of its shares
held by family members, the management
of the company was more centralized and
flexible than that of other international
brands, and it could adjust its operation
strategy according to the actual operation
situation.

. Strategic Selection of Operating Mod-

els (Agency Mode / Direct Operation
Mode)

The first factor to consider was timing. In
the early stages of internationalization,
Semir Garment adopted the agency mode
to make presence in some overseas mar-
kets. Then, the company gradually fo-
cused on directly-operated stores and
grasped the control of regional develop-
ment. The second factor to consider was
location. The company shall adopt appro-
priate operating modes based on brand
positioning, customer portraits, consumer
habits etc. For example, for Balabala
brand, it positions itself towards mid-to-

high-end children ’

shall adopt the direct operation mode in
developed markets while adopt agency
mode in underdeveloped markets to fully
integrate resources. For Semir brand, it
positions itself as a popular casual wear
and it would be more appropriate to adopt
direct operation mode in underdeveloped
markets.

s wear, therefore

. The Acquisition of Overseas Brand

May Not Be Suitable For all Compa-

nies

Semir Garment once tried to adopt a dual-
combination internationalization model
through the acquisition of a French Chil-
dren’s Wear Brand to accelerate the pace
of internationalization, but ended in fail-



