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1.

Executive summary

Africa’s fast growing economies attract more and more businesses from outside
the continent. However, only a few companies succeed, while many struggle
with the complexity and uncertainty of Africa. Starting business in Africa therefore requires a careful approach that not only focuses on the opportunities but
also on how to mitigate the risks and uncertainty. This whitepaper proposes a
5-step approach that helps companies to successfully enter the continent:
Africa’s potential and challenges
Þ

Africa is rising driven by a young population, rapid urbanisation, a growing middle class and a leapfrogging technology innovation. Africa is the
second fastest growing continent after Asia.

Þ

There are great opportunities in every sector in Africa.

Þ

Key Challenges:
•
Africa is large and its 54 countries are highly diverse.
•
Although improving, infrastructure is lacking or of low quality.
•
Most African markets are complex to serve, experience rapid
changing conditions and have low visibility of the future.
•
Corruption in Africa is endemic.
•
Although countries invest in soft infrastructure, talent is scarce.

Go-To-Market Strategy for Africa
Þ

1. Size the opportunity. A Go-To-Market Strategy needs to focus on
maximizing the potential, while minimizing the risks.

Þ

2. Create focus. Focus on megacities, countries or regions that have the
greatest fit with your product/service and/or are relatively easy to do
business with.

Þ

3. Select the Business Model. This may differ per country. Choose from
Retailer Model, Distributor Model or Wholesaler Model.

Þ

4. Plan for uncertainty. Create ambition scenarios based on the key opportunities/risks

Þ

Starting with a third party distributor has advantages:
•
Access to key market knowledge and relationships with government, sub-distributors and retailers.
•
Low fixed-cost base because the distributor imports, stocks and
distributes the products.

Þ

5. Develop the business. Create a Business Development Plan per coun- try.
Link investments to revenue thresholds as opposed to timelines. This
ensures:
•
A clear strategy per country.
•
A clear plan on when and how to scale up.
•
Limited losses when revenue targets are not met.
•
A differentiated approach per country over time.

Þ

4

Successful leaders in Africa are resilient, operationally focused, have
great inter-cultural management skills and can cope with uncertainty.
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2.

Introduction

Following the financial crisis of 2008, not only western economies are experiencing sluggish growth, but also China and the other BRIC countries have
cooled down significantly. At the same time, Africa never has been in such a
good shape as now: the economies are growing at a high pace, there is a fast
increasing middle class, governments are becoming more stable and infrastructure is improving rapidly. Front running companies hopped on the African
bandwagon and successfully entered the continent. As a result, many other
companies are now considering entering Africa or want to accelerate their existing Africa growth plans.
But anyone who is following the news also sees the opposite picture. Headlines
on Africa are mostly about terrorist attacks, wars, corruption, violent crime,
Ebola, currency risks and extreme poverty. This other reality heavily disrupted
companies and countries with as result that many companies are now stuck
with lossmaking organizations and sometimes even exited the continent frustrated end disillusioned.
The African coin clearly has two sides. There are for sure big business opportunities in Africa in every sector. But, the complications and risks are also big and
for real. Therefore, starting business in Africa requires a careful approach that
not only focuses on the opportunities but also on how to mitigate the risks and
uncertainty. This whitepaper describes an approach for Consumer Goods companies to start trading in Africa in a way that greatly increases the chances for
success by following a 5-step approach. Chapter 3 and 4 describe the generic
opportunities and challenges in Africa. The remaining chapters describe the
5-step approach for creating a Go-To-Market strategy that balances the opportunities with the risks.
Although this whitepaper focuses on Consumer Good companies and is far
from exhaustive, it will provide every company with some guidelines for
starting business in Africa in an informed and carefully prepared way, greatly
increasing the chances of success.

Sjouke de Vries is a
seasoned executive and
an expert at starting and
growing business in
Africa. In his 24-year
career he has held
various senior
management positions in
a multinational company,
whereof the last 5 years
he was responsible for
organizations focused on
frontier markets. Sjouke
has direct experience in
sales, marketing, product
management, supply
chain, business
transformation and IT. He
holds an MBA from
Henley Business School
and lives and works in
Nairobi, Kenya.

Sjouke de Vries
Owner & Managing Director
De Vries Africa Consulting
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3.
Over the past decade,
6 of the world’s 10
fastest-growing
economies were African.
Africa is the second
fastest growing
continent after Asia

Africa Rising

Over the past decade, 6 of the world's 10 fastest-growing economies were African and Africa is the second fastest growing continent after Asia (Figure 1). SubSaharan Africa grew 5% with its main markets in Nigeria & Kenya risen 50% in
the last 3 years. In 2014 the sub-Saharan country Nigeria surpassed South Africa
and is now the biggest Economy in Africa. Africa’s gross domestic product may
expand by 50% to $3.7 trillion by 2019, boosted by an emerging middle class and
increased household spending power.

Figure 1 Projected Global GDP growth 2015 (Economist Intelligence Unit)

Africa has
unprecedented
workforce potential
with half of its billion
plus population aged
below 20

6

With half of its 1.2 billion population aged below 20, Africa also has unprecedented workforce potential. Within 25 years Africa will surpass China in having the
largest workforce. Africa is nearly as urbanized as China is and the number of
cities with one million people or more is equal to Europe. All of these spectacular
statistics have greatly changed the way the continent is perceived by the rest of
the world.
After being seen as a high-risk, low-reward place for business, western companies are now discovering Africa’s economic potential. In short: Africa’s economies
are growing at an unprecedented rate, driven by a young population, rapid urbanisation, a fast growing middle class and a leapfrogging technology that is fuelling innovation across Africa.
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4.

Key Challenges

Although Africa’s economies are growing fast, headlines in the news on Africa
are often about terrorist attacks, wars, corruption, currency fluctuations, violent crime, Ebola and extreme poverty. This all heavily impacts countries and
companies. Therefore, it is important to understand Africa’s key challenges
when doing business in Africa:
1. The true size and diversity of Africa. Figure 2 shows the African continent
with, among others, the US, China, India and France plotted on it. With its 30
million square kilometres, it is the second biggest continent after Asia. Africa
has 54 countries and even more peoples, tribes, religions and cultures. Africa is
not a country but a continent with tremendous differences from country to
country. Countries are also in different stages of economic development and
maturity. Therefore, a one-size-fits-all strategy has little chance of success.
Every Africa strategy has to take the diversity of this continent into account.

Africa is larger than the
United States, China,
India, Spain, France, Italy
and Germany combined

Figure 2 The true size of Africa
2. Although the infrastructure, like roads and railways, is quickly improving,
in many countries it is often still lacking or of low quality. The roads in many
cities have insufficient capacity to deal with the increased traffic and are often
congested. Intercity and inter-country transport is hampered by bad or nonexistent roads and inefficient border posts. As a consequence, supply chains
are long, not efficient and unreliable.
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Although improving,
infrastructure is often lacking
or of low quality
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Many African markets have
a high turbulence level and
low visibility of the future

Corruption in Africa is
endemic. Many of the
African countries score
“Very Corrupt”

3. Many African markets are complex to serve, have rapid changing conditions
and low visibility of the future due to political, social and legal factors. The
Arab spring paralyzed North Africa for years and still has lasting consequences.
Terrorist attacks in Kenya and Nigeria shook the word and led to negative travel
advices. Ebola caused a shutdown of a great part of West Africa and also impacted the rest of Africa. Companies that want to tap into Africa’s opportunities
have to accept low visibility of the future and have to plan for and embrace high
levels of uncertainty.
4. Corruption in Africa is endemic. Many of the countries in Africa score close
to “Very Corrupt” in the Corruption Perception Index (Figure 3) including key
markets in Sub-Saharan Africa like Nigeria and Kenya. There are definitely
short- term gains for companies that operate “pragmatically” in Africa.
However, from a business ethics perspective, Africa is also developing.
Individual African coun- tries are beginning to develop their own anticorruption laws and the conti- nent's middle class is increasingly questioning
the bribery culture. Therefore, in the long run companies that are competing
fairly will have far greater chances of success and have a sustainable
competitive advantage over companies that engage in illegal practices.

Figure 3 Corruption Perception Index 2014

Although many
countries invest in soft
infrastructure, skilled
labour is scarce
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5. Talent is scarce. One of Africa’s main challenges is the education of its
peo- ple. Many countries now heavily invest in soft infrastructure like schools
and
universities. As a result, there is a significant highly educated workforce in countries like Kenya and Nigeria. However, given the rising economies, the talent
pool is still relatively small and there are issues with the competencies and soft
skills required. In other countries, due to decades of low investments, there is a
severe lack of educated people. As a result, local talent is often scarce, expensive and difficult to retain. A potential source for talent are Africans from the
Diaspora. They are often highly motivated to use their talent to contribute to
their home countries, they are well educated at western universities and they
have the right skills and competencies to navigate and thrive in western companies.
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5.

Size the Opportunity

Due to Africa’s size and challenges, developing a Go-To-Market strategy can be
a daunting task. In the following chapters a 5-step approach will be introduced
that simplifies the process and focuses on balancing the opportunities with the
risks. The proposed approach delivers a differentiated strategy per focus country and links the business development roadmap to the revenue curve as opposed to fixed timelines. The outcome ensures that investments in successful
countries continue, while investments in countries with issues will be stopped.
The result is a strategy that will deliver sustainable, profitable growth and a
solid base for further expansion into the African continent. The 5 steps are:
1.

Size the Opportunity

2.

Create Focus.

3.

Select the Business Model.

4.

Plan for Uncertainty.

5.

Develop the Business

Focus on the biggest
opportunities is essential
for long-term success

In Africa, with its billion plus people and $2 trillion economy, there is still a
great demand for almost everything. This makes sizing up the actual opportunity for a specific product or service a challenge. In general, there is a lack of formal data due to the informal business practices and poor administration in
many countries. There is, however, a wealth of informal data available that can
be used for marketing intelligence and market sizing, but getting these actual
insights often requires searching different sources and doing groundwork in
these countries.
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6.
Select Mega-cities,
countries or regions that
have the greatest fit
with your product and
are easiest to do
business with

Create Focus

After determining where the biggest opportunities are, the next step is to decide where to focus. Some strategies for creating focus are:
•

Regions: like East, West, Southern and North Africa (Maghreb). Cluster
countries by language or by Trade Unions like the East African Union
(EAU) or the Economic Community of West African States (ECOWAS).

•

Countries: with established economies and high potential, like Morocco, Algeria, Egypt, Nigeria, Kenya and South Africa.

•

Mega-cities in countries: like Lagos (Nigeria), Cairo (Egypt), Accra
(Ghana), Nairobi (Kenya).

Given the diversity of Africa, it is advisable to start on country level. Typically,
companies start in countries that have a fit with their product or service and
are relatively easy to do business with (South Africa, Morocco) and/or have
large fast-growing economies (Algeria, Egypt, Kenya, Nigeria). After succeeding
in a country, the next step can be serving regions from the key countries. Geographical coverage can be further developed in a phased approach. The African
Elephant should be eaten one bite at a time.
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7.

Select the Business Model

Africa is very diverse and requires local knowledge. Therefore, many companies enter the African market by setting up a trading post, often using a third
party distributor. Following success, this setup is then scaled up from fully outsourced distribution, through fully controlled distribution to eventually a fully
owned subsidiary. Figure 4 shows as example 3 business models that are applicable for a consumer goods company:
•

The Retailer model: for countries with large consolidated retail chains
like South Africa. In this model it is often required to deliver directly to
the retailer and therefore a supporting commercial and supply chain
setup is required. Cost and risk profile are therefore relatively high.

•

The Distributor model: for countries with fragmented retail chains like
Egypt, Morocco, Kenya and Nigeria. This model has lower fixed costs but
provides less control on Go-To-Market. Most companies start using this
model.

•

The Wholesaler model: for countries with very fragmented retail and
products that are highly standardized. This model has lower fixed costs,
but provides very limited control on Go-To-Market.

Given the diversity from
country to country, the
business model may also
vary from country to
country

Choose between retailer
model, distributor model
or wholesaler model
based on a countries
business landscape

Figure 4 Select the appropriate Business Model
Different countries and regions have different business landscapes. The business model selected should fit a country’s specific characteristics. For example,
a company has decided to focus on 5 countries:
•

Egypt, Kenya, Algeria and Morocco: here it will apply the Distributor
model, because the selected countries have mostly fragmented retail.

•

South Africa: the Retailer model is applicable, because there are several
large retail chains with hundreds of outlets per chain.
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8.
Create 3 ambition
scenarios based on the
key risk-benefit tradeoffs

Plan for Uncertainty

Companies that want to operate in Africa have to plan for and get used to a
high level of uncertainty. Different business models come with different investment requirements, cost structures and risk profiles. However, opportunity and
risk are often a trade-off. The bigger the investment, the higher the potential
returns, but also the higher the risk. The opposite is also true. Figure 5 identifies for an example company the trade-off between cost, risk and return.

Figure 5 Identify the key trade-offs between opportunity and risk
Based on the key trade-offs between opportunity and risk, 3 scenarios are created (Figure 6 and 7).

Figure 6 Three scenarios with different risk profiles
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Figure 7 Scenarios for Africa business
In general, companies need to carefully manage fixed costs in all scenarios,
especially in African countries with a high risk profile. Starting with a local partner compensates for the lack of knowledge about a market and its importing
requirements and offers access to the essential relationships with subdistributors, retailers and government. Moreover, because the distributor imports, stocks and distributes the products, the fixed-cost base for an exporting
company are relatively low, greatly reducing the risk. Following success, the
relationship with the third party distributor can be scaled up and eventually
become the base for a fully owned subsidiary.
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Starting off with a local
partner provides
immediate access to key
market knowledge and
ensures low fixed costs
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9.
Create a Business
Development Plan per
country. Link
investments to revenue
thresholds as opposed
to fixed timelines

Develop the Business

Step 5, creating the Business Development plan, ties together all outcomes of
the previous steps. Starting points for the plan are the Business Model and the
selected Base Scenario. A tailored approach must be developed per country
and should outline the start position, based on the base-scenario, and the path
towards realizing the ambition. This method delivers a different strategy per
focus country and links investments directly to the revenue curve, securing that
investments are only made when revenues are materializing. This as opposed
to fixed timelines where investments are done on timed milestones independent from business success. Investments in successful countries continue, while
investments in countries with issues are stopped. This approach:
•

Delivers a clear strategy on how the company wants to realize its potential per country from start-up to success and ensures profitable growth.

•

Delivers a clear plan on when and how to scale up, ensuring that the
company keeps the momentum when critical mass is reached, greatly
increasing chances for success.

•

Freezes investments when revenue targets are not met, greatly decreasing potential losses when risks materialize or unforeseen events happen.

•

Ensures a differentiated approach per country over time. Investments in
a successful country continue, while in another country investments are
frozen due to materialised risks or unforeseen events.

Figure 8 shows an example Business Development Plan for South Africa. The
Retailer Business Model has been selected as endgame, because of South Africa’s consolidated retail landscape. The company decided to start with a third
party distributor to enter the market and first wants to establish contracts with
a couple of large retailers before scaling up. The moment the first threshold of
€2 million is reached, the company will expand its commercial team with key
account managers and trade marketers. When the company hits the threshold
of €5 million it will establish a warehouse and supply chain team in South Africa
and further scale up its commercial team.
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Figure 8 Example Business Development Roadmap South Africa
Figure 9 shows an example strategy for Kenya. The company has chosen for a
Distributor Model because the retail landscape is mostly traditional and fragmented with some larger local modern retail changes emerging. The commercial team will gradually be increased and a supply chain team will be established as support for the distributor when the revenue thresholds are met. The
company will also gradually migrate from a fully outsourced distribution model
to a fully controlled distribution model. For Morocco, Egypt and Algeria similar,
but slightly different strategies have been developed based on local market
characteristics.

Figure 9 Example Business Development Roadmap Kenya
Although not in the direct scope of this whitepaper, a special remark needs to
be made on the Supply Chain. Because of the infrastructure issues, import regulations, bureaucracy and corruption, supply chains are often long, unpredictable, high cost and complex. Therefore, many companies use third party distributors or specialist companies to manage their supply chain. Only when there is
sufficient critical mass to cover for an expert supply chain team, an in-house
solution is affordable and value-adding.
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10.
Successful leaders in
Africa are resilient,
operationally focused,
have great inter-cultural
management skills and
can cope with great
uncertainty.
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The leader for Africa

Next to a solid Go-To-Market plan that balances opportunity with risk, companies that want to be successful in Africa also need a specific type of leader. African markets are frontier markets and there will be many operational difficulties
and surprises to overcome. Doing business in Africa is not for the faint-hearted.
Successful leaders in Africa do not necessarily have to be great strategic visionaries, but they require a great focus on operations and they need to be willing
to get into the trenches. They require great inter-cultural management skills,
the ability to deal with high levels of uncertainty, and resilience when the going
gets tough.
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11.

Conclusion

Africa never has been in such a good shape as now: it is the second fastest
growing continent in the world, there is a fast increasing middle class, governments are becoming more stable and infrastructure is improving rapidly.
However, Africa is also a complex continent for doing business and its challenges can be intimidating. Terrorist attacks, wars, corruption, lack of infrastructure, talent scarcity, violent crime, Ebola, currency risks and extreme poverty
are also realities. Africa is also very large and its 54 countries are highly diverse,
making a one-size-fits-all strategy unsuitable.
The 5-step approach addresses Africa’s diversity and balances the opportunities with the risks. The steps are:
1.
2.
3.
4.
5.

Size the Opportunity
Create Focus
Select the Business Model
Plan for Uncertainty
Develop the Business

The 5-step approach delivers a differentiated strategy per country and links
the business development roadmap to the revenue curve. This greatly
helps to achieve the overall business objective: sustainable, profitable growth.
In summary, Africa is complex, but the opportunities are big and greatly outweigh the potential risks. The time for starting business in Africa is now. Companies must invest time, resources and be persistent to be able to harvest future rewards in the world’s last frontier market. Using the 5-step approach
greatly increases the chances of success when entering Africa for the first time
and will provide a solid base for further expansion into the African continent.
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Our ventures

About us

De Vries Africa Ventures is a diversified firm focused on Business in Africa
and the Middle East. Headquartered in Nairobi Kenya, we are active in
Renewable Energy, FMCG, Hospitality and Management Consulting since
2015Our Ventures:

Renewables
We
Consult

Hospitality

Africa
has the
opportunity
to
We
advise
your
organization
leapfrog to generating energy
on your Growth Strategy, Gofrom natural sources, greatly
To-Market
and
distribution
improving the
quality
of life and
the
productivity
of
Africans.
De
footprint in Africa & frontier
Vries Africa Ventures (DAV) is
markets.
active in Renewable Energy and

The hospitality sector in East
Africa is growing fast and
maturing rapidly. To address the
demand for higher quality wines,
DAV exclusively imports &
distributes top quality South
African and French wine brands
and provides world-class
education and training in Wines
& Spirits.

has partnerships with leading
players in Energy Saving and LED
Lighting.
Consulting
DAV advises companies on their
Growth Strategy, Go-To- Market
approach and distribution
footprint in Africa and other
frontier markets.

Nairobi, Kenya
info@africaconsulting.com

We are a team of seasoned executives
and entrepreneurs with hands-on
experience in starting and growing
business in Africa and other frontier
markets. Having worked in senior
positions for large multinational
companies and governments, we
leverage vast experience in renewable
energy, FMCG, hospitality, people
leadership, strategy, sales, marketing,
supply chain, law and IT. Being firm
believers in the potential of Africa, we
are passionate about economically
empowering Africa by stimulating
business & entrepreneurship and
through developing local talent.

+254 716 212 935
www.africaconsulting.com

Nairobi, Kenya
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