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5. LEARNING UNIT 5: STRATEGY IN CONTEXT: EXPLORING BUSINESS 
OPPORTUNITIES IN AFRICA 

 
New market, new business model 
The complexity of Africa often requires turning conventional thinking on its head, as 

illustrated by South Africa's Shoprite, the largest food retailer on the African 

continent. Shoprite has expanded from eight supermarkets in Cape Town in 1979 to 

1 500 stores in 16 African countries, thanks in large part to an automated supply 

chain that leverages centralised procurement − resulting in reduced costs and 

improved service levels. Some time ago, Gerhard Fritz, Divisional manager for the 

Shoprite Group of Companies, said: “What works in other parts of the world may not 

work in Africa. People in Africa have a proud heritage; they don't take kindly to others 

coming in and telling them what to do. Our perspective is to think of every business 

as local. For example, Shoprite in Nigeria is a Nigerian business. We run and 

compete as a Nigerian business; we follow the local culture in every part of the 

company.” 

 
Source: Adapted from Broadman (2009:8) 

 

After reading above, answer the following questions: 

 

• Comment on the statement–“What works in other parts of the world may not 

work in Africa” – with reference to the suitability of competitive strategies in 

different contexts. 

• How essential are effective supply chains for doing business in Africa? In your 

opinion, what impact does the effectiveness of infrastructure have on the 

efficiency of supply chains across countries?  

• How critical is culture for business involvement in Africa? 

Write down what you think about the above questions at this stage, and review your 

answers after you have completed this learning unit and preferably learning unit 7 as 

well. What are your perceptions now? Why? 
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5.1  Learning outcomes 
On completion of this learning unit you should have a sound understanding of the 

prevailing institutional and external environments for business in Africa and be able 

to evaluate the strategies of organisations operating in emerging markets in general 

and markets in Africa in particular. More specifically, you should be able to 

 

• explain the institutional environment of Africa in broad terms with specific 

reference to the roles of the African Union (AU) and the Southern African 

Development Community (SADC) 

• analyse the external environment relating to Africa as a frame of reference for 

doing business in Africa 

• identify, evaluate and explain the drawbacks and obstacles for foreign 

organisations doing business in Africa 

• evaluate and compare the approach to strategy and strategic management in 

emerging economies to that in the developed world 

• describe suitable strategic approaches and strategies for doing business in 

emerging markets in general and markets in Africa and sub-Saharan Africa in 

particular 

• critically assess and explain the role that governments should fulfil to improve 

conditions for doing business in Africa 

 

5.2  Key concepts 
The key concepts identified in this topic are as follows: 

strategy 

strategic management 

strategy formulation 

strategy implementation 

developing countries 

emerging economies 

emerging markets 

developed countries 

role of government 

political stability 

political risk 

bottom of the pyramid (BOP) 

SWOT analysis 

African Union (AU) 

Southern African Development 

Community (SADC) 

National Development Plan 2030 (NDP) 

institutional environment 
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emerging market structures external environmental factors 

infrastructure impediments 

 

5.3  Introduction 
 

 
Study the chapter orientation and section 2.1 in chapter 2 in the prescribed book. 

 

Note that in this learning unit, the terms "developing countries", "emerging 

economies" and "emerging markets" are used interchangeably. Since sub-Saharan 

Africa (SSA) comprises 48 of 54 African countries, SSA and Africa are often referred 

to interchangeably in this learning unit.  

 

In learning unit 1 we introduced the concepts of strategy and strategic management, 

and this was followed by a detailed discussion of the process and practice 

perspectives of strategic management in learning unit 2. Environmental analysis − 

analysing an organisation's external and internal environments − was highlighted in 

learning units 3 and 4 respectively as a precursor to this learning unit. We now 

extend our thinking on strategy and strategic management to the international arena 

and accordingly explore the following broad themes in this regard:  

 

• assessing the external environments for doing business in Africa 

• evaluating the institutional environment of Africa as part of the external 

environment 

• identifying opportunities, threats and constraints for doing business in Africa 

• identifying viable strategies for competing in the African context 

 

Since the concept of strategy in a global context is elusive and difficult to define, it 

could manifest itself in different guises at different levels and with different purposes 

in the broader global environment, we attempt to clarify the concept for our purposes 

by defining it in the "Reflection" below in ways that are largely relevant to and serve 

as basis for our discussions in this learning unit. 



MO001/3/2015 

124 

--------------------------------------------------------------------------------------------------------------- 

Reflection: Levels of strategy in a global context 
Since strategies at various hierarchical levels worldwide provide the frame of 

reference in which countries, institutions and all types of organisations have to 

operate, we need to distinguish clearly between the different levels where these 

strategies typically occur. Starting from a global perspective, strategies are invariably 

found at the following levels, in descending order: 

 

• at global level, strategies of global or supranational institutions such as the 

United Nations (UN), World Bank (WB), International Monetary Fund (IMF), 

International Labour Organisation (ILO) and the World Trade Organisation 

(WTO) 

• at continental and regional levels, the strategies of institutions or those 

emanating from multilateral or other agreements, such as the African Union 

(AU), European Union (EU), North American Free Trade Agreement (NAFTA), 

Free Trade Area of the Americas (FTAA), Association of Southeast Asian 

Nations (ASEAN), the Association of BRICS countries (Brazil, Russia, India, 

China and South Africa) and the Southern African Development Community 

(SADC) 

• the strategies or national strategic development plans of individual countries, 

through their governments 

• the strategies of state, provincial and local authority entities in a country 

• private sector organisations, public sector organisations, state-owned 

enterprises (SOEs), nongovernmental organisations (NGOs) and public-private 

partnerships (PPPs) 

 

In this learning unit we primarily focus on the strategies of organisations in the 

competitive environment of the private sector, cognisant of the fact that this happens 

mostly in the context of relevant strategies at higher levels, for example, in South 

Africa, the South African National Development Plan 2030 (NDP). 

---------------------------------------------------------------------------------------------------------------- 

Strategies at global level are typically pervasive and serve as a frame of reference 

for everything that occurs lower down in the hierarchy of strategies. Strategies as 

indicated above will, at the very least, differ in terms of level, context, scope, 
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purpose, complexity and timeframe. From a business perspective, one needs to be 

aware of this overarching framework as well as the relevance and possible 

implications of these strategies for individual countries, industries in those countries 

and organisations in those industries.  

5.4  The context and institutional environment of Africa 
 

 
Study sections 2.1 and 2.2 in chapter 2 in the prescribed book. 

 

5.4.1 Introduction 
As far as the institutional environment in Africa is concerned, we will explore the 

roles of the African Union (AU) and the Southern African Development Community 

(SADC) in promoting the well-being, posture and competitiveness of African 

countries in the global economy. This includes identifying strategic opportunities for 

business in Africa and exploring the strategic options available to organisations 

intent on doing business in Africa. 

 

At continental and regional levels, African nations have been cooperating with regard 

to strategies for Africa under the auspices of the AU, which undoubtedly impacts on 

the strategies of individual countries, their industries and business organisations in 

those industries. Wealth creation has been identified as a key goal of the AU, 

together with other key performance areas presented in the SWOT analysis in table 

2.1 in the prescribed book. The AU expects member countries, working together with 

business, to consider and incorporate these goals into their own country strategies. 

From the SWOT analysis, key strategic issues that face Africa in general and SSA in 

particular have been identified and are briefly discussed below. 

 

5.4.2  The external environment in context 
Generally, as discussed in the prescribed book, from a business and investment 

perspective, the external environment in Africa and SSA seems less than 

encouraging. 
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• The lack of infrastructure. Inadequate infrastructure in African countries, as 

described in this section in the prescribed book, is a huge concern for investors 

and business alike. Generally, poor infrastructure, governments that are 

unwilling or unable to maintain or improve existing infrastructure, let alone 

providing new, much needed infrastructure, are a significant damper on 

investment and business in Africa. For the economic activity of a country in 

general and business in particular, lack of infrastructure invariably translates 

into inadequate supply chains which adversely affect the sourcing of strategic 

raw materials for production as well as the distribution of much-needed 

products to markets, especially those in rural areas. 

• Political instability. Political instability typically results from uncertain and 

unpredictable government actions. These may include social and economic 

disruption or even armed conflict, as well as nationalisation of industries or 

expropriation of property and assets of business organisations, all of which, for 

investors and business alike, translate into uncertainty and risk. In this section 

in the prescribed book, the reference to Zimbabwe is one example of a country 

experiencing political instability and the implications of this for society and 

business. 

• High levels of poverty. In most African countries and in many other developing 

countries, a large proportion of the population lives on less than two US dollars 

a day, as illustrated in figure 2.1. 

• Corruption. The effect of corruption on business and society can be disastrous, 

as indicated in this section in the prescribed book. According to various 

international indices such as Transparency International's Corruption 

Perception Index, 90% of the countries in Africa, on average, scored 33, well 

below the symbolic pass mark of 50.  

• An inefficient public sector. In the prescribed book it is stated that the 

disappointing economic growth of the African economy in recent years can be 

largely attributed to an inefficient public sector. 

• Lack of key skills. Countries in Africa have generally been characterised by a 

lack of key business and especially managerial skills, and an ample and often 

over-supply of a semi-skilled and unskilled workforce. In section 5.5.4 below, 
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"Investing in Africa", these and other business challenges are discussed in 

more detail. Read section 5.5.4 before you do the following activity. 

 

 
---------------------------------------------------------------------------------------------------------------- 

Activity 5.1 
Access the following websites: 

http://www.internetworldstats.com/stats.htmandhttp://www.imf.org (regional 

economic reports). Provide a brief profile of sub-Saharan Africa in terms of its 

political, economic, social and demographic factors. Summarise your findings 

according to external opportunities and threats. Discuss your findings with one or 

more business persons from another African country, for example, from Zimbabwe, 

Nigeria or Ghana. Do they agree with your findings?  

---------------------------------------------------------------------------------------------------------------- 

Despite positive economic growth as shown in figure 2.3, the continued and 

concerted efforts of the AU and regional entities, such as the SADC through strategic 

development initiatives through the New Economic Partnership for Africa's 

Development (NEPAD) to address the above-mentioned strategic issues have met 

with little success. The reasons for this are highlighted in this section of the 

prescribed book. However, on the positive side, Africa presents significant 

opportunities, although possibly limited to the more politically stable countries that 

have shown economic growth, such as Botswana and Namibia. Many countries still 

experience internal problems and still rely heavily on resource-based industries like 

agriculture, mining, minerals and oil, and business is dependent on government 

contracts. 

5.5  Background to and strategy of the SADC 
 

 
Study section 2.2 in chapter 2 in the prescribed book. 

 

http://www.internetworldstats.com/stats.htm
http://www.imf.org/
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5.5.1 Introduction 
The discussion in this section of the prescribed book focuses on the SADC as an 

important regional entity, with its 15 member states, characterised by political and 

trade treaties between these states as background for organisations in these 

countries, and their strategies. The SADC member states listed in table 2.2 

constitute an important group of countries in SSA. Familiarise yourself with the 

structure of the SADC. 

 

5.5.2  Background to strategy in the SADC 
From its early beginnings, the strategic objectives of the SADC were closer 

cooperation between and increasing involvement in regional affairs by member 

countries, the eradication of poverty and the achievement of regional integration.  

 

The SADC strategies, based on the basic human needs as defined in the AU 

declaration, are economic development, peace and security, growth, and poverty 

alleviation, to be pursued by member countries. These strategies are governed and 

supported by the SADC Common Agenda presented in table 2.3, and the strategic 

objectives of the AU listed in table 2.4, for the purposes of the comparison. Study 

this section in the prescribed book noting how the South African government has 

aligned its national strategy through its NDP to the strategic objectives of the SADC. 

Table2.5 contains the ten critical actions of South Africa's NDP. 

 

In this section we reviewed the strategic objectives and strategies at the following 

levels: the AU, the SADC, member countries of the SADC and individual 

organisations, both public and private, operating in member countries of the SADC. 

These objectives are intended to provide guidance and direction in pursuing the 

stated objectives with a view to developing Africa. 

5.6  Strategy and strategic management in the context of Africa 
 

 
Study section 2.3 in chapter 2 in the prescribed book. 
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5.6.1  Introduction 
The purpose of the above overviews in sections 5.2 and 5.3 was to provide 

background on our discussion of opportunities for business in Africa as well as 

strategic initiatives and strategies for businesses operating or intending to operate in 

Africa. This module focuses predominantly on strategy in private sector 

organisations, and we accordingly briefly look at the environments for business and 

strategy in the context of Africa in the sections below. As an introduction to this 

section, review the opening case study, "Standard Chartered in Africa" in chapter 2 

in the prescribed book. It provides a relevant frame of reference for the remainder of 

our discussions. 

 

5.6.2  Emerging market environments in a global and African context 
 

The obvious point of departure when doing business in Africa, or contemplating 

doing business, is the need to consider the relevant challenges. In order to formulate 

relevant strategies for emerging markets, managers need to at least consider the 

economic, political, legal, sociocultural, technological, ecological, infrastructural and 

demographic dispositions of the country or countries in which their organisations are 

already involved or if they are planning such involvement. While some of these 

dispositions relating to continental and regional factors and forces were discussed in 

section 5.2.2, others will be discussed in greater detail below. Suffice it to say that 

conflict, such as the religious conflicts in Nigeria and power struggles in South Sudan 

and Somalia during 2014, as well as the general underdeveloped infrastructure in 

SSA, generally poses serious challenges in many African countries, and this has an 

adverse effect on foreign investment and business. 

 

In reviewing the environment for business in Africa, note that emerging markets have 

become popular business destinations in recent decades for the following reasons: 

(1) They present increasingly attractive market opportunities to international 

companies wishing to expand business and operations to foreign markets. (2) They 

currently reflect the potential for increasing levels of demand for internationally 

recognised brands and relatively more sophisticated products and services. (3) They 

could serve as manufacturing bases and destinations for outsourcing activities. (4) 

They serve as destinations for sourcing strategic materials and commodities 
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(Cavusgil, Knight & Riesenberger 2008:265-266). Benefits for developing economies 

invariably include higher economic growth and higher income levels, a better quality 

of life, improved skills, increased technology transfer and more competitive 

consumer markets. 

 

Despite their attractive growth prospects, emerging economies typically involve high 

inherent risks, which apply even more so to Africa and SSA, the latter a vast 

"developing" region. According to Parker (2009:54-60), in addition to the problems 

referred to in section 5.2.2 above, SSA has been plagued by perennial problems 

such as self-serving governments, weak institutions, ethnic and religion induced civil 

wars, weak property rights, low productivity, the scourge of bureaucratic red tape 

and corruption. However, the promise of SSA resides in its population of more than 

800 million people in 48 countries, with SSA comprising all the countries in Africa, 

excluding Algeria, Egypt, Libya, Morocco, Sudan and Tunisia.  

 

Of the estimated world population of just over seven billion in 2012 (World Internet 

Stats 2012:1), an estimated more than four billion aspiring poor consumers at the 

bottom of the economic pyramid (BOP), who are joining the market economy for the 

first time, represent the new untapped source of market promise. According to 

Prahalad (2010:6-7), “the four billion poor can be the engine of the next round of 

global trade and prosperity”. However, this untapped source is virtually uncharted 

territory in terms of multinational corporations' (MNCs’) understanding of the 

strategies required to capture this opportunity (Prahalad 2010:10), an observation 

that has particular relevance for doing business in SSA. A critical fact, however, is 

that a high percentage of the population in Africa lives on less than two US dollars a 

day, the people at the so-called “BOP”, which suggests that business in Africa needs 

to be approached differently when compared to business practices in developed 

economies. MNCs therefore need to develop specific strategies to meet the needs of 

the different consumer classes that make up the national markets in emerging 

economies, including the countries in SSA. This is especially relevant for those 

potential consumers who find themselves at the BOP. These strategic challenges 

are discussed in the following section. 
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5.6.3  Strategies at the BOP 
 

 
Study section 2.3.1 in chapter 2 of the prescribed book. 

 

In recent decades, many MNCs from developed countries have approached 

emerging and especially BOP markets in developing countries based on flawed 

analyses, inappropriate strategies, and with existing portfolios of products and 

services developed and priced for Western markets. Such products are often out of 

reach of both existing and potential customers in BOP markets (Prahalad 2005).  

 

It is imperative that MNCs understand the structure and needs of markets in 

emerging economies in general, and SSA market structures and market needs in 

particular. While these requirements obviously also apply to local companies in 

developing countries, it is of even greater importance for foreign MNCs wanting to 

compete in these economies. While there could be other strategic approaches to 

serve BOP markets, and acknowledging the fact that circumstances are bound to 

differ from one country to the next, the approach below proposed by Khanna and 

Palepu (2006:62-70) to strategically structure country or regional markets into 

various levels or tiers, including the BOP level, should not be seen as being 

prescriptive, or the only way in which to approach emerging and BOP markets. In 

fact, it should rather be seen as a valuable basis for thinking about and 

contemplating other strategic options for emerging markets in general and SSA 

markets in particular. The following market structures proposed by Khanna and 

Palepu (2006) reveal strategically important considerations, as illustrated in figure 

5.1 below. 

 

Khanna and Palepu (2006) maintain that most product markets in emerging 

economies, and arguably also in SSA markets, comprise the following four distinct 

tiers (see fig 5.1 below): 
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• A "global" customer segment that wants products of global quality and with 

global features – offerings with the same qualities and attributes that goods in 

developed countries have – and customers willing to pay global prices for them 

• a "glocal" segment that demands products of global quality but with local 

features at less-than-global prices 

• a "local" segment that wants local products with local features at local prices. 

• a BOP segment that can afford to buy only the most inexpensive products 

Figure 5.1: Four-tiered structure of markets 
Source: Khanna and Palepu (2006:65) 

 

This four-tiered structure of markets in emerging economies poses significant 

challenges for local organisations, but significantly more so for rival foreign 

organisations. From the perspective of foreign MNCs, which would include South 
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African companies venturing into emerging markets and SSA country markets in 

particular, the first imperative is to realise that emerging markets differ in structure 

compared to developed country markets, and require MNCs to decide where and 

how to compete. Owing to "institutional voids" in most emerging economies − a 

general lack of specialised intermediaries such as regulatory systems, adequate 

distribution systems, skilled market research firms and pools of skilled managerial 

talent − foreign MNCs find it difficult, at least initially, to serve anything but the global 

tier in emerging product markets as a result of the following: 

 

• a general lack of market research organisations and absence of reliable market 

intelligence which make it difficult for MNCs to identify and understand local 

customers’ preferences and tastes 

• the generally poor distribution networks that make it largely impossible to serve 

customers in rural areas effectively 

• the MNC’s deficient knowledge about the local talent pool (at least initially) and 

inability to attract competent local employees at the four different market levels, 

which poses an enormous challenge 

 

According to Khanna and Palepu (2006), MNCs typically rush into the global tier, 

while local companies dominate the local tier and, to a certain extent, the BOP tiers. 

However, opportunities exist at the BOP tier, but MNCs, both local and foreign, need 

different competitive and marketing strategies to compete successfully at this level. 

Over time, the glocal tier becomes the battleground between local and foreign rivals. 

 

With their superior knowledge of local conditions, local companies tend to serve 

glocal customers (requiring global products with local features) better than their 

foreign counterparts. Companies depend on the extent of their competitive 

advantage for their success. For local firms, being able to circumvent institutional 

voids, tailoring their strategies to local markets better than foreign MNCs and being 

able to tap into capital and talent markets in developed countries, often give them the 

competitive edge in serving the glocal, local and BOP market tiers. One would 

assume that MNCs have made much progress in adapting their strategies since 

Khanna and Palepu’s research in 2006. Note that the basic requirements for cost 

leadership and differentiation business level strategies (to be discussed in learning 
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unit 7) still apply, but that the approach to reconfiguration of products and services 

and their execution may need to be adapted. An example is the provision by MTN of 

prepaid mobile phone subscriptions costing a few dollars only, so that BOP 

customers could afford airtime, which increased their sales dramatically. Key 

success factors to successfully engage in emerging markets and, accordingly, SSA 

markets, appear to be critical for any degree of success. Key success factors are 

discussed in section 5.4.4 below. 

 

Despite the large proportion of consumers at the BOP level in most African 

countries, there is evidence  that a number of unfavourable perceptions of the BOP 

segment have prevailed partly because of multinationals' misconceptions about 

these markets. These misconceptions are discussed in the prescribed book and 

include the following: 

 

• The poor cannot afford their products and services. 

• The poor do not have use for the products sold in developed countries. 

• Only developed country customers appreciate and pay for innovations. 

• Because of low income levels, BOP markets are not critical for the long-term 

growth of MNCs. 

• It is difficult to recruit managers for BOP markets.  

 

In recent years, the situation in countries in Africa has shown improvement in a 

number of areas, including the quality of life and buying power of the people, the 

availability of good quality products and services, and, in particular, advancement in 

and use of information and communications technology (ICT). By June 2012, there 

were 167 million internet users in Africa representing around 15% of the total 

population of about one billion people (Internet World Stats 2014). Also significant at 

the macro level is that by mid-2010, private capital flows to SSA − primarily from 

BRICS countries, private sector investment portfolios and remittances − exceeded 

official development assistance (ODA) for the first time ever. However, we need to 

recognise that business in Africa still requires adapting an organisation's strategies 

to prevailing circumstances. 
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5.6.4  Key success factors (KSFs) for business operations in emerging 
markets 

 

 
KSFs are those competitive factors that affect industry members' ability to survive 

and grow − those particular strategy elements, product or service attributes, 

operational approaches, resources, competitive capabilities and core competencies 

that distinguish a strong from a weak competitor (Thompson Peteraf, Gamble & 

Strickland 2012:130).Based on empirical research in 2009 to identify KSFs for 

business operations in SSA across a number of countries as well as industries, 

KSFs were identified and grouped into two categories, namely strategic KSFs and 

operational KSFs (Parker 2009). 

 
Strategic KSFs 

• choosing the appropriate strategies and organisational architecture 

• making trade-offs in order to share benefits 

• partnering with government 

• bulking up for critical mass 

• investing ahead of demand 

• preparing to capture the opportunity at the BOP 

 

Operational KSFs 

• using expatriates effectively 

• executing strategies and operations flawlessly 

 

Although all eight KSFs were important when combined, the three that received 

priority were "readiness to capture the opportunity at the BOP", "using expatriates 

effectively", and, in particular "executing strategies and operations flawlessly".  

 

The unanimous response from the surveyed affiliates was that “doing well in Africa 

requires relentless focus on superior executing – doing it right every time. Poor 

infrastructure, skills shortages, and the need to adapt to local circumstances, among 
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others, all contribute to an extremely challenging environment. The ability to execute 

flawlessly is valued above all else, even above the smartest strategies and the best 

laid plans” (Parker 2009).  

 

The research also highlights the fact that companies setting out from South Africa, 

which are African, should have an advantage over MNCs from outside the African 

continent owing to geographic proximity and knowledge of the African culture. In 

addition, South African expatriates are often fluent in French, Portuguese and Dutch 

as well as some of the indigenous languages of Africa. All of these attributes could 

well be regarded as elements of competitive advantage compared to competitors 

from North America, South America, Europe and the Far East. 

5.6.5 Investing in Africa 
 

 
Study section 2.3.2 in chapter 2 in the prescribed book. 

 

5.6.5.1. Introduction 

By 2014, some of the fastest-growing economies in the world were in Africa, 

presenting new opportunities for multinationals from developed countries as well as 

other organisations, including those from South Africa, to invest in Africa. However, 

some challenges still remain apart from those discussed in section 2.3.2 and 

elsewhere in the prescribed book. 

 

5.6.5.2. Local customs and customer preferences 

Investors, as well as organisations exporting to countries in Africa, should bear in 

mind that countries are diverse and differ in terms of the following: their political 

stability; legal system; size of their economy as indicated by GDP and GNP levels; 

level of economic development; rate of economic growth; size of the country; 

population size; levels of disposable and discretionary income; sophistication of 

infrastructure; industry characteristics; market size and consumer needs; and 

culture, as well as customs and especially religious traditions. These are but a few 

determinants that business leaders need to contemplate as a start. Comprehensive 
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country analysis would, for example, further involve country risk analysis and taking 

into account information derived from the Human Development Index and 

information made available by organisations such as Transparency International.  

 

The rationale for this brief overview is to reaffirm that an organisation's international 

or global strategy which is successful in its home country in most cases will not work 

in Africa. The message is clear − deciding on business involvement in Africa must be 

preceded by extensive research and strategic analysis, most importantly about the 

actual market needs and customer preferences, apart from the more macro-

information requirements referred to above. Now study the examples provided in this 

section in the prescribed book. 

 

5.6.5.3 Legislation  

Investors and business leaders should be aware of the legal dispensation of the 

country they are involved in or contemplating becoming involved in. An intimate 

knowledge of a country's legal system, laws and regulations as well as the extent to 

which the rule of law and effective law enforcement prevail is indispensable. 

Relevant issues would include those relating to ownership, labour relations, taxation, 

customs and excise, direct investment, securities exchange and listing requirements, 

repatriation of profits and dividends to parent organisations in the home country, 

foreign exchange controls and transfer pricing rules.  

 

5.6.5.4 Political considerations 

Owing to the political complexities that organisations face when setting up business 

in African countries, ways that could be considered to circumvent or overcome such 

complexities include the following: 

 

• partnering with local stakeholders for a number of reasons, including ease of 

entry into the country, shared ownership (international joint ventures) or 

involvement by agreement (strategic alliances) as a source of local market 

knowledge, potentially favourable government relations, and sharing risks, 

especially in the early stages of a venture where uncertainty is high 

• responding positively to an awareness of community, cultural and social needs 

in terms of customised products (e.g. adapted packaging of beer by Diageo); 
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certain human resource management practices and an awareness of political 

events and national priorities could enhance organisation-government relations. 

See the experience of SABMiller below. 

---------------------------------------------------------------------------------------------------------------- 

Reflection 

In Kenya, SABMiller embarked on the local sourcing of barley as a key raw material 

in the brewing of beer instead of importing its barley, which had been the case up to 

that time. SABMiller's initiative involved assisting local farmers in terms of financing, 

training, seed money and transportation, with the support of the Kenyian 

government, to start producing barley for beer production, which eventually replaced 

their imports. This initiative resulted in benefits for the community in terms of job 

creation, skills development and self-sufficiency. For the company, the benefits are 

supply chain security, credibility in the eyes of the community and enhanced 

relations with the government. For the country, the benefits included reduced foreign 

exchange outflows and the expansion of an important segment of the agricultural 

sector. 

 

This example, in a way, encapsulates much of what we have discussed in this 

learning unit thus far regarding some of the key requirements for doing business in 

Africa. These requirements, as well as the macro- and market-related requirements 

that we, inter alia, referred to in a preceding section, should become part of the 

strategic thinking of business leaders, and should be factored into the strategies 

such as those that we highlighted in learning unit 2 and will discuss in learning unit 7. 

 

Source: Adapted from Parker (2009) 

---------------------------------------------------------------------------------------------------------------- 

 

5.6.5.5 Creative supply chain management 

Owing to underdeveloped infrastructure in many of the countries in Africa, 

organisations have to devise their own, innovative supply chain solutions, especially 

in terms of logistics relating to procurement and inbound transportation as well as the 

distribution of products to their markets. Study this section in the prescribed book to 

familiarise yourself with the following ways in which these challenges can be 

addressed: 
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• investing in own infrastructure (in part explained in the example of SABMiller) 

• product innovation to meet specific market needs (Promasidor's unique 

powdered milk product; MTN's inexpensive prepaid mobile phone fees) 

• developing local suppliers to ensure consistent supply of raw materials (see the 

example of SABMiller) 

• developing distribution channel strategies that are sufficiently flexible to cope 

with both formal and informal distribution via wholesalers and retailers to serve 

their markets effectively 

 

In the case of land-locked countries, logistics could present a nightmare. Not only 

could customs clearance at a country's nearest port take relatively long, but cross-

border customs clearance en route could cause further delays, while poor 

infrastructure, especially roads and ineffective rail transport, add to already existing 

time delays that all translate into higher costs, potential production delays and 

getting products to market. All of these are ingredients of competitive disadvantages. 

 

 
---------------------------------------------------------------------------------------------------------------- 

Activity 5.2 
All Ethiopian merchandise designated for export which cannot or need not be air-

freighted is transported in trucks by road across a vast arid, semi-desert terrain to 

the port of Djibouti, Ethiopia’s nearest port geographically. During the rainy season, 

roads are often impassable for long periods of time, causing lengthy distribution and 

delivery delays. Likewise, all merchandise imports are transported by road mainly to 

Addis Ababa, Ethiopia's hub of economic activity and, where required, further afield 

to the hinterland. 

 

What is your assessment of the role of infrastructure for importing and exporting 

organisations in Addis Ababa? In what way could the above scenarios impact on the 

competitiveness of Ethiopian importers and exporters? 

---------------------------------------------------------------------------------------------------------------- 
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Feedback 
In attempting to answer the above questions, refer to the sources of competitive 

advantage that we discussed in learning unit 4 and determine which of the main 

contributors to competitive advantage could be adversely affected by the factors 

discussed in the activity. 

 
5.6.5.6 Investing heavily in talent  

The lack of skills, and especially key managerial skills, remains a drawback in 

African countries. Organisations doing business in Africa need to identify, attract and 

retain talent, but also invest in training and development, including mentorship.  

 

In this section we briefly touched on the challenges that organisations face when 

investing in or setting up business in Africa, and suggested several approaches to 

counter these challenges. Revisit the opening case study, "Standard Chartered in 

Africa". In the section below we will briefly explore the role of governments in Africa.  

 

5.7  The role of governments in enhancing business strategies in the context 
of Africa 

 

 
Study section 2.3.3 in chapter 2 in the prescribed book. 

 

Governments can enhance or deter economic growth and development through their 

strategies, policies and investment decisions, but their main purpose, apart from 

ensuring political stability is, inter alia, to create an environment conducive to 

economic growth, foreign investment, export promotion, job creation and poverty 

alleviation, especially in the context of countries in Africa. 
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This section in the  prescribed book focuses on the strategies of overarching 

institutions like the AU, regional bodies such as the SADC, and individual countries. 

AU and SADC objectives and strategies are aimed at infrastructure improvement 

and promoting exports to increase the competitiveness of countries in the region, but 

these can only be implemented by individual countries themselves. The purpose of 

the discussion in this section was merely to confirm that the role of governments is to 

provide an enhancing business environment in which businesses can effectively 

deploy their strategies to compete effectively. Study this section with reference to 

sections 5.2 and 5.3 above. 

5.8  Summary 
In this learning unit we referred to opportunities for doing business in Africa, and 

highlighted the challenges in this regard. The institutional environment was 

discussed as a frame of reference to identify and assess organisational strategies, 

threats and constraints in the external environment in the context of Africa and SSA. 

On the basis of this background, we explored strategies for emerging markets in 

general and markets in Africa and SSA in particular. We concluded our discussion by 

looking at the role of governments in creating enhanced business environments.  

 

5.9  Discussion questions 
(1) Critically discuss the most important sociopolitical issues which, in your view, 

could influence strategies for doing business in Africa. 

(2) Identify and discuss the major external environmental factors that prevail in 

SSA and their implications for doing business. 

(3) Briefly describe the approach of Khanna and Palepu (2006) to strategies for 

emerging markets. 

(4) Comment on the importance of identifying relevant KFSs when deciding to 

do business in Africa. 

(5) Summarise your views on the role of governments in enhancing business 

conditions in the context of Africa.  
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