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**CASE STUDY SOLUTIONS** 

 

 

LEARNING UNIT 5: STRATEGY IN CONTEXT: EXPLORING BUSINESS 

OPPORTUNITIES IN AFRICA 

Refer to SG pg 125 and TB pg22 

 

 

The lack of infrastructure- Inadequate infrastructure in African countries 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. 

 

Possible example: 

“Lagos state, for example, has introduced infrastructure improvements and provided 

incentives to attract and retain business. It has also stabilised its finances by significantly 

improving its revenue collection capacity.” 

 

• 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. The reference to Zimbabwe is one example of a country experiencing 

political instability and the implications of this for society and business. 

 

Possible example: 

“On both the fiscal and political front, the next years may well prove critical for key regional 

economies, particularly those with elections or succession battles. For some, notably Zambia 

and Mozambique, popular pressure to maintain or extend public spending could widen fiscal 

deficits further. In others, notably Nigeria and Côte d’Ivoire, fragile national cohesion could 

be stretched to breaking point.” 

 

 



MNG3701-Case study memo Page 2 
 

• 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 dollar a day. 

 

Possible example: 

“Firstly, Africa is poverty stricken with a large number of people affected with malnutrition 

and famine”. 

 

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

to various international indices such as Transparency International's Corruption Perception 

Index, 90% 

 

An inefficient public sector- A disappointing economic growth of the African economy in 

recent years can be largely attributed to an inefficient public sector. 

 

Possible example- “Investors are becoming attuned to the macro-risks facing key African 

states. After a record year for sovereign bond issuance, recent sell –offs and climbing bond 

yields suggest appetite for African fixed investments and paper is not unlimited or 

indiscriminate. Debt market anxiety is mirrored in fixed investment which has seen various 

large mining and hydrocarbon project halted, if not cancelled” 

 

 

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

business skills, managerial skills, semi-skilled and unskilled workforce. 

 

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 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. 

 

• 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 
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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. 

 

Possible example: 

“A key test for African policy makers, therefore, will be whether they can drive through 

reforms that can facilitate growth-sustaining diversification, facilitate the creation of formal 

employment and generate (and collect) taxable revenue. Progress is being made: sub-

Saharan African states counted for the largest portion of business-enabling regulatory 

reforms (75 out of 230) documented in the World Bank’s 2015 Doing Business report. 

However, there is a long way to go. Seven of the 10 most difficult countries to do business 

with are in Africa”. 

 

• 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); certain human resource 

management practices and an awareness of political events and national priorities could 

enhance organisation-government relations. 

 

Possible example: 

“Beyond the headlines, mining firms, oil companies, hotel chains, retailers and other 

companies appear to be taking a longer-term view, based on a wider set of country-specific 

macroeconomic, structural and regulatory considerations”. 

Possible example: 

“Domestic factors will do little to amend these unfavourable global conditions. On both the 

fiscal and political front, the next years may well prove critical for key regional economies, 

particularly those with elections or succession battles. For some, notably Zambia and 

Mozambique, popular pressure to maintain or extend public spending could widen fiscal 

deficits further. In others, notably Nigeria and Côte d’Ivoire, fragile national cohesion could 

be stretched to breaking point”. 
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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. 

 

The following are the factors in which some of these challenges can be addressed: 

• Investing in own infrastructure 

• 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 

• 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 


