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	 Introduction

Arthur is the owner of an electrical engineering company in 
Rotterdam. In 2002 he received his first order from Africa, in 
a transaction arranged by the World Bank. The organization is 
interested in his stand-alone diesel generators for healthcare 
centres in Ghana and Benin. When Arthur visits West Africa for 
the first time, it is an eye-opening experience. There are so many 
needy people, such bad roads, so few commercial services, so few 
modern buildings, such chaos. That’s culture shock, his friends say. 

Ten years on, Arthur is celebrating the sale of his 500th 
generator to West Africa. His clients are no longer international 
donors, but private and state-owned companies. His generators 
have been installed in shopping centres in Lagos, Nigeria, the 
offices of multinationals in Johannesburg, South Africa, airports 
in Côte d’Ivoire, hotels in Benin, and in private homes throughout 
the region. He has opened a factory in Ghana and employs over 
20 staff, who work with broadband internet and receive and 
make payments via a smart phone app. It has been an amazing 
transformation, he tells his friends. 

Africa	has	long	been	regarded	as	the	weakest	and	saddest	of	the	world’s	regions.	
As	recently	as	2000,	The	Economist	labelled	it	the	‘hopeless	continent’.	But	just	10	
years	later,	Africa	had	‘unquestionably’	become	the	‘continent	of	hope’,	according	to	
the	Africa	Progress	Panel	chaired	by	former	UN	Secretary	General	Kofi	Anan.1	The	
International	Monetary	Fund	has	spoken	of	the	‘great	African	take-off’,	while	the	
African	Development	Bank	sees	an	increasingly	positive	environment	for	growth,	
which	for	some	countries	started	as	early	as	1995.2

None	of	these	statements	are	without	ideological	overtones,	but	even	for	the	most	
sceptical	observer	the	optimistic	signs	can	no	longer	be	ignored.	Africa	is	moving	
away	from	a	destination	for	development	aid	towards	one	of	trade	and	investment.	
It	has	become	a	region	that	offers	major	(business)	opportunities.	It	is	the	principal,	
if	not	the	only,	continent	where	enormous	transformations	are	expected	to	take	
place	in	in	the	coming	decade.	Rather	than	wondering	whether	they	should	enter	
these	countries,	foreign	traders	and	investors	are	increasingly	considering	when	
and	how	to	engage.	
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What	has	happened	in	sub-Saharan	Africa	that	has	turned	it	from	hopeless	to	
hopeful	in	less	than	a	decade?	In	this	part	we	argue	that	there	are	at	least	five	
reasons	why	sub-Saharan	Africa	merits	the	attention	of	Dutch	entrepreneurs.

Five reasons why Dutch companies should consider doing 
business in sub-Saharan Africa:

•	 Africa	is	an	emerging	continent

•	 The	economic	and	political	prospects	are	good

•	 	New	engines	of	growth	mean	there	is	demand	for	all	products	and	
services	

•	 	African	uncertainties	are	becoming	‘normal’	business	risks	and	
opportunities

•	 	There	are	good	matches	between	African	needs	and	Dutch	expertise
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Figure	1.	Sub-Saharan	Africa.
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1	 Africa	–	an	emerging	continent

The	economy	of	the	Netherlands	is	increasingly	dependent	on	emerging	markets.	
Trade	with	developing	countries	is	growing,	and	multinationals	are	seeing	rapid	
growth	outside	their	traditional	domestic	and	regional	markets	such	as	the	
European	Union.	Over	the	past	decade,	as	the	BRIC	countries	–	Brazil,	Russia,	India	
and	China	–	and	a	few	other	countries	in	Asia	and	Latin	America	have	turned	their	
attention	to	Africa,	many	Dutch	companies	involved	in	international	trade	or	
investing	are	racking	their	brains	over	how	to	compete	with	these	countries.	

Most	of	the	criteria	that	were	used	a	decade	ago	to	identify	the	countries	we	now	
refer	to	as	‘emerging	markets’	are	applicable	to	various	African	countries,	some	
of	which	are	the	world’s	fastest-growing	economies.	These	criteria	include	high	
growth	rates,	structural	political	and	social	improvements,	industrialization	and	
formalization	of	economic	structures	and	a	rising	middle	class.	

The Netherlands – an open economy

The	small	country	of	the	Netherlands	is	the	world’s	fifth	largest	exporter.	Half	of	the	
workforce	is	employed	by	enterprises	engaged	in	foreign	trade.	The	dependence	
of	the	Dutch	economy	on	foreign	markets	has	been	increasing,	as	research	by	
Statistics	Netherlands	indicates.	Since	the	1990s,	the	contribution	of	international	
trade	in	goods	to	the	gross	domestic	product	(GDP)	has	risen	from	47%	to	67%.3

In	today’s	internationalizing	economy,	the	interdependence	between	countries	
is	considerable.	Although	the	bulk	of	Dutch	trade	and	investments	takes	place	
with	countries	in	the	European	Union,	Europe	certainly	is	not	the	only	partner.	
The	influence	of	new	powers,	in	particular	the	BRIC	countries,	is	undeniable.	Their	
high	growth	rates,	together	accounting	for	about	half	of	the	world’s	growth	and	
a	quarter	of	global	wealth,	have	encouraged	many	Dutch	firms	to	intensify	trade	
with,	relocate	production	activities	to	and	target	consumers	in	these	countries.	

Emerging markets

The	BRIC	countries	are	the	most	famous	‘emerging	markets’,	a	concept	successfully	
marketed	by	Goldman	Sachs	in	2001.	But	the	term	itself	is	rather	older,	coined	in	
1981	by	Antoine	van	Agtmael,	then	deputy	director	of	the	International	Finance	
Corporation,	who	thought	the	term	‘Third	World’	sounded	so	distasteful	that	it	
would	deter	anyone	from	putting	funds	in	countries	with	a	lot	of	development	
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potential.4	Initially,	the	definition	was	applied	to	stock	markets	in	countries	with	a	
cut-off	level	of	US$10,000	in	income	per	capita.	

These	days,	the	term	emerging	market	is	used	in	a	more	random	way.	The	absence	
of	a	direction	(emerging	from	what,	into	what?)	has	eroded	the	concept	somewhat,	
but	its	constant	use	in	the	media,	policies	and	strategic	plans	indicates	that	a	better	
term	has	yet	to	be	found	(figure	2).	

Whatever	the	precise	definition,	it	is	clear	that	the	Dutch	economy	is	increasingly	
dependent	on	emerging	markets.	The	growth	of	multinationals	is	progressively	
realized	outside	of	the	traditional	home	and	regional	markets	such	as	the	European	
Union.	Of	the	50	multinationals	listed	on	the	Amsterdam	Stock	Exchange,	36	are	
active	in	emerging	markets.	Thirteen	of	these	generate	more	than	30%	of	their	
revenues	in	these	markets.	And	this	dependence	is	growing.	Faced	with	shrinking	
economies	in	Western	Europe	and	North	America,	strong	competition	and	low	
profit	margins,	Dutch	companies	are	increasingly	turning	their	attention	to	markets	
where	high	growth	rates	are	still	possible.5

Figure	2.	Numerous	labels	are	used	to	describe	emerging	markets.
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The	BRIC	economies	figure	prominently	in	the	emerging	market	strategies	of	Dutch	
multinationals.	About	80%	of	the	36	Dutch	multinationals	listed	on	the	Amsterdam	
Stock	Exchange	active	in	emerging	markets	regard	China	and	Brazil	as	important	
growth	markets.	More	than	half	are	already	active	or	hope	to	gain	a	foothold	in	
India,	and	one-third	are	looking	at	Russia	as	a	growth	market.	

While	companies	such	as	Heineken,	Unilever,	Philips,	SBM	Offshore	and	various	
others	have	focused	on	Africa	for	many	years,	many	others	are	beginning	to	realize	
that	gaining	access	to	the	BRIC	countries	is	not	only	quite	difficult,6	but	that	recent	
developments	can	help	build	a	convincing	business	case	for	engaging	in	Africa		
as	well.
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2	 	Economic	growth,	political	
stability

One	of	the	most	notable	developments	in	sub-Saharan	African	countries	has	been	
their	unprecedented	rates	of	economic	growth.	Not	only	have	growth	rates	been	
high,	they	have	also	been	stable.	Trade	and	investments	have	boomed,	and	many	
social	indicators	have	improved.	Africa’s	strong	performance	is	partially	the	result	
of	high	prices	for	commodities	and	raw	materials,	of	which	Africa	has	many,	but	
it	also	indicates	more	fundamental	changes.	Improvements	in	the	economic	and	
governance	climate	in	many	African	countries	suggest	that	for	years	to	come,	the	
outlook	is	good.	

Positive growth 

The	economies	of	most	sub-Saharan	African	countries	used	to	be	characterized	by	
highly	volatile	and	occasionally	negative	growth.	But	since	2000	a	transformation	
has	taken	place,	in	which	many	countries’	GDP	has	grown	steadily	at	a	rate	of	
around	5%	per	year.	The	economic	growth	rates	have	not	only	been	far	above	the	
levels	of	the	seven	major	advanced	(G7)	economies,	but	also	above	the	average	of	
most	newly	industrialized	economies	in	Asia.7	In	times	of	economic	downturn	in	
many	parts	of	the	world,	the	growth	that	sub-Saharan	Africa	has	been	experiencing	
is	exceptional.

Between	2000	and	2010,	real	GDP	growth	rates	in	sub-Saharan	Africa	more	than	
doubled,	from	just	2.4%	to	an	annual	average	of	5.7%,	compared	with	the	previous	
two	decades.	Trade	between	Africa	and	the	rest	of	the	world	also	doubled	in	that	
period.	Furthermore,	since	2006,	foreign	direct	investment	flows	into	Africa	have	
overtaken	the	volumes	of	official	development	assistance	(ODA).	Based	on	these	
and	other	indicators,	The Economist	included	seven	African	countries	in	the	top	
ten	fastest-growing	economies	in	the	period	2011−2015.8	These	were	Ethiopia,	
Mozambique,	Tanzania,	DR	Congo,	Ghana,	Zambia	and	Nigeria.	With	a	projected	
growth	of	8.1%,	Ethiopia	ranked	third,	after	China	and	India.

The	fact	that	many	African	economies	are	growing	is	in	itself	not	surprising.	Poorer	
countries	have	more	to	improve	upon	than	mature	economies,	and	growth	always	
looks	better	from	a	low	starting	point.	But	it	also	implies	that	Africa	is	the	only	
world	region	where	huge	advances	are	still	possible.
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The	real	question	related	to	African	growth	is	not	what	the	precise	rates	are,	but	
whether	they	are	stable.	During	the	global	financial	and	economic	crisis,	most	African	
countries	have	proved	to	be	surprisingly	resilient,	with	growth	rates	consistently	
above	3%,	exceeding	those	of	the	EU	member	states	and	the	United	States.	Although	
the	crisis	has	affected	all	countries,	most	notably	South	Africa,	the	continent	has	
withstood	the	global	economic	downturn	well.	Despite	the	enormous	differences	
between	countries,	most	are	making	parallel	progress.	

Inclusive growth

Economic	growth	rates	provide	only	a	part	of	the	picture	of	the	performance	
of	an	entire	continent.	Generalizations	about	sub-Saharan	Africa,	a	region	of	
49	heterogeneous	countries,	including	six	islands,	should	always	be	taken	with	a	
generous	pinch	of	salt.	Most	of	Africa	still	suffers	from	a	relatively	weak	growth.	
Booming	commodity	prices,	combined	with	the	global	demand	for	natural	
resources	such	as	diamonds,	gold	and	cobalt,	have	contributed	to	much	of	Africa’s	
recent	growth.	Also,	many	of	the	products	traded	from	Africa	are	low	in	value,	such	
as	primary	agricultural	products	like	cashews	or	mangoes	that	are	exported	to	be	
processed	abroad.	

Foreign	direct	investment	in	Africa	used	to	be	concentrated	in	the	mining	sector,	
but	this	is	slowly	changing.	Investments	in	manufacturing	and	services	(such	as	
tourism)	have	been	substantial.	Over	the	period	2005−2009,	41%	of	greenfield	
investment	projects	in	Africa	were	in	manufacturing.	This	increasing	focus	on	
production	indicates	a	transition	to	a	more	diversified	growth	model.9	

The	International	Monetary	Fund	(IMF)	has	observed	that	the	continent	is	
becoming	more	coherent,	and	that	the	rates	of	output	growth	among	countries	
can	be	expected	to	converge.10	Interestingly,	the	IMF	also	found	that	the	recent	
growth	has	been	fairly	inclusive,	although	more	could	be	done.	Real	progress,	from	
relatively	low	starting	positions,	can	only	be	achieved	when	growth	is	relatively	
inclusive	and	income	inequalities	are	relatively	small.	The	unique	combination	of	
official	development	aid,	international	investment	and	changes	in	governance	
finally	seems	to	be	delivering	the	intended	results	in	a	number	of	African	countries,	
although	many	questions	remain	(see	box	1).

Social indicators

Across	Africa,	the	economic	growth	of	the	past	15	years	has	had	a	positive	influence	
on	human	development.	In	2010,	the	number	of	Africans	living	on	less	than	two	
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dollars	a	day	dropped	to	47%	for	the	first	time	since	1981.11	The	effects	of	better	
education	and	women’s	empowerment	in	such	countries	as	Ethiopia	(see	box	2),	
Nigeria,	South	Africa	and	Zambia	have	contributed	to	a	reduction	in	the	prevalence	
of	HIV/Aids	by	25%.	Declining	infant	mortality,	improvements	in	primary	school	
enrolment	and	in	human	development	index	(HDI)	rankings	have	been	observed	
across	the	continent.	These	positive	developments	have	been	attributed	to	a	
better	economic	environment,	according	to	the	IMF,	supported	by	factors	such	
as	‘improvements	in	technology,	increasingly	responsive	political	processes	and	
better	diffusion	of	improvements	in	medical	technology’.12

Notwithstanding	these	developments,	the	average	GDP	per	capita	in	Africa	
remains	the	lowest	in	the	world.	Partly	this	is	due	to	the	enormous	size	of	
the	informal	economy.	But	huge	problems	related	to	food	security,	hunger,	

Box 1. How inclusive is the growth?

For	its	Regional Economic Outlook 2011,	the	

IMF	investigated	the	relationship	between	

the	recent	growth	in	sub-Saharan	Africa	

and	national	poverty	levels,	based	on	

case	studies	of	six	countries	–	Cameroon,	

Ghana,	Mozambique,	Tanzania,	Uganda	

and	Zambia.	The	report	concluded	that	

‘It	is	inevitably	difficult	to	draw	sweeping	

conclusions	on	outcomes	in	a	region	as	

diverse	as	sub-Saharan	Africa,	but	overall	

the	evidence	suggests	that	the	recent	high-

growth	episode	has	been	fairly	inclusive.	

In	particular,	we	find	reasonably	strong	

evidence	of	the	importance	of	growth	

for	the	fate	of	the	poorest	households.	

In	all	of	the	countries	where	per	capita	

growth	was	high,	the	poorest	quartiles	of	

the	consumption	distribution	have	seen	

significant	increases	in	real	consumption’.	

Source:	IMF	(2011)	Regional Economic Outlook: 

Sub-Saharan Africa 2011,	p.17.

How structural are the changes?
An	international,	multilateral	research	

project	funded	by	the	Netherlands		

Ministry	of	Foreign	Affairs	has	compared	

the	development	trajectories	of	four	

countries	in	Southeast	Asia	(Indonesia,	

Malaysia,	Vietnam	and	Cambodia)	with	

those	of	four	African	countries	(Nigeria,	

Kenya,	Uganda	and	Tanzania).	The	study	

has	established	the	main	trends,	processes	

and	junctures	of	decision	making	over	the	

last	50	years.	The	main	conclusion	is	that	in	

most	African	countries,	no	turning	points	

have	been	found	that	can	guarantee	an	

irreversible	evolution	to	middle-income	

country	status,	unlike	their	counterparts	

in	Asia.	

Source:	Tracking	Development	conference	report	

(2013).
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malnutrition	and	health	remain,	in	particular	in	countries	with	lower	growth	and	
undemocratic	political	systems.	

On	closer	scrutiny,	however,	the	levels	of	well-being	in	various	African	countries	
are	not	that	different	from	other	regions,	and	in	a	number	of	cases	are	even	better.	
In	many	African	economies,	GDP	growth	has	been	seriously	underestimated	(see	
box	3).	In	November	2011,	for	instance,	the	value	of	Ghana’s	economy	was	revised	
upwards	by	a	massive	75%	after	government	statisticians	improved	their	data	and	
added	in	industries	such	as	telecoms.	Following	a	similar	exercise	in	Nigeria,	the	
initial	results	suggested	that	the	value	of	the	Nigerian	economy	may	need	to	be	
adjusted	upwards	by	60%.13

Improving governance 

The	fact	that	African	countries	have	seen	sustained	economic	growth	for	more	than	
15	years	suggests	that	the	changes	are	fundamental.	A	stronger	market-orientation,	

Box 2. Ethiopia – developing country or growth engine?

Ethiopia	is	the	fastest-growing	non-

oil	economy	in	Africa,	and	among	the	

top	three	fastest	growing	economies	

worldwide.	Ethiopia’s	GDP	has	been	

growing	with	high	single-digit	figures	for	

the	last	eight	consecutive	years.	If	recent	

trends	continue	−	such	as	attracting	large	

volumes	of	FDI,	reforms	to	improve	the	

business	operating	environment	and	

large	investments	in	infrastructure	−	the	

country’s	goal	of	joining	the	ranks	of	

the	middle-income	emerging	market	

economies	in	the	next	15−20	years,	seems	

achievable.	

	

Despite	its	economic	success,	Ethiopia	still	

ranks	high	on	several	other	lists	−	it	is	the	

largest	recipient	of	ODA	in	sub-Saharan	

Africa.	In	2010	alone,	it	received	US$3.5	

billion,	around	12%	of	its	gross	national	

income	per	capita,	from	international	

donors.	The	relation	between	Ethiopia’s	

substantial	inflows	of	foreign	aid	and	its	

economic	growth	has	been	the	subject	

of	much	debate.	Aid	may	have	played	a	

positive	role	in	enhancing	growth,	but	its	

effectiveness	has	been	hampered	by	bad	

policies.	Commitment	to	a	private-sector-

led	development	strategy,	the	rule	of	law	

and	an	inclusive	growth	plan	is	needed	to	

ensure	that	the	wealth	created	is	used	for	

the	benefit	of	all	of	the	country’s	90	million	

inhabitants.	

Sources:	OECD	(www.oecd.org);	Ethiopian	Ministry	

of	Foreign	Affairs	(www.mfa.gov.et);	Tadesse	(2011).
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large-scale	debt	relief	operations	and	more	democratic	governance	are	three	
aspects	worth	highlighting	in	this	regard.	

The	idea	of	‘African	socialism’,	as	advanced	by	presidents	such	as	Kwame	Nkrumah	
in	Ghana	and	Julius	Nyerere	in	Tanzania,	was	particularly	popular	in	the	1950s	and	
1960s.	The	processes	of	trade	liberalization,	partial	privatization	of	state-owned	
enterprises,	deregulation	and	tax	reform	in	various	countries	since	the	1990s	have	
all	contributed	to	a	structural	improvement	of	the	business	climate	in	the	region.	

International	debt	relief	programmes	have	also	helped	to	improve	the	quality	of	
economic	governance.	Since	1996,	33	African	countries	have	participated	in	the	Heavily	
Indebted	Poor	Countries	(HIPC)	initiative	of	the	World	Bank	and	the	IMF.	To	qualify	for	
debt-relief	and	low-interest	loans,	the	governments	of	these	countries	had	to	meet	a	
range	of	economic	management	and	performance	conditions.	The	reforms	that	were	
thus	initiated	have	brought	external	debt	repayments	down	to	sustainable	levels.	

The	real	test	of	the	resilience	of	the	African	model	came	with	the	recent	global	
financial	and	economic	crisis.	In	order	to	dampen	the	adverse	effects	of	the	
sudden	shifts	in	world	trade,	prices	and	financial	flows,	the	governments	of	many	
African	countries	successfully	applied	fiscal	and	monetary	policies	and	were	able	
to	maintain	their	growth.14	The	economies	that	suffered	most	from	the	economic	
crisis	in	2009	were	Chad,	Eritrea	and	Zimbabwe,	countries	where	the	policy	
environments	are	very	fragile,	making	them	highly	vulnerable	to	external	shocks.

During	the	1990s,	Africa	rapidly	became	more	democratic.	According	to	Freedom	
House,	an	NGO	that	promotes	human	rights	and	democracy,	the	level	of	
democratization	increased	from	14%	to	84%	since	1990.15	This	is	not	to	say	that	all	
countries	were	able	to	maintain	consistent	democratic	principles,	as	defined	by	
Freedom	House:	only	eight	countries	have	actually	managed	to	do	so.	Some	20	states	
have	swung	between	consistent	democracies	and	consistent	autocracies,	and	12	have	

Box 3. Wealthier than the BRICs

In	terms	of	GDP	per	capita,	over	the	period	2005–2009:

•	 	3	African	countries	were	richer	than	Russia	 •	 	9	African	countries	were	richer	than	China

•	 	4	African	countries	were	richer	than	Brazil	 •	 	19	African	countries	were	richer	than	India	

Source: UNCTAD/UNIDO	(2011)	Economic Development in Africa Report 2011,	p.82–83.
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remained	firmly	entrenched	autocracies,	although	with	regular	elections.16	Out	of	the	
49	sub-Saharan	African	countries,	fewer	than	25%	can	be	characterized	as	autocratic	
and	prone	to	conflict.	The	majority	are	heading	towards	democratic	systems.

Regional blocs

Conventional	national	macroeconomic	indicators	are	where	most	companies	start	their	
market	analyses,	and	so	do	we.	But	there	are	more	lenses	worth	looking	through.	Ernst	
&	Young	point	out,	for	example,	that	companies	would	do	well	to	consider	groupings	of	
markets	as	well	as	individual	markets.17	Regional	integration	within	Africa	has	been	
limited	for	many	decades,	but	the	effectiveness	of	the	collaboration	is	improving.

Regional trade concentration 
About two-thirds of all trade within Africa derives 
from five countries: South Africa (22%), Nigeria (15%), 
Angola (13%), Côte d’Ivoire (8%) and Kenya (5%).  
Source: Afrexim Bank (2008) African Trade Report 2008.

In	West	Africa,	the	Economic	Community	of	West	African	States	(ECOWAS),	which	
brings	together	15	countries,	has	helped	to	broker	peace	deals	in	many	of	the	
region’s	more	unstable	economies.	The	East	African	Community	(EAC),	one	of	
Africa’s	strongest	trade	blocs,	has	been	effective	in	facilitating	regional	trade	flows,	
improving	the	region’s	competitiveness	and	reducing	barriers	to	investment.	
Regional	trade	has	increased	by	about	50%	since	the	EAC	Customs	Union	protocol	
came	into	force	in	2006.	The	Southern	African	Development	Community	(SADC),	
which	represents	15	member	countries,	is	working	with	the	EAC	and	the	Common	
Market	for	Eastern	and	Southern	Africa	(COMESA)	to	establish	the	Africa	Free	Trade	
Zone,	which	will	eventually	include	26	countries	stretching	from	Cairo	to	Cape	Town.
	
Further	regional	economic	integration	in	Africa	is	much	needed.	The	volume	of	
trade	between	African	countries	is	the	lowest	in	the	world	(10%	compared	with	
70%	in	the	EU).	Intra-African	exports	are	dominated	by	a	small	number	of	countries,	
and	only	two	of	them	belong	to	the	same	trade	agreement.	The	large	number	of	
bilateral	relationships	with	extra-regional	partners	do	not	really	add	to	the	existing	
‘spaghetti	bowl’	of	regional	integration	efforts	(table	1).18	
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The	benefits	of	further	intra-regional	integration	are	clear.	It	will	increase	the	
economies	of	scale	in	the	region,	which	in	turn	can	be	expected	to	have	positive	
effects	on	the	pace	of	industrialization,	competitiveness	and	the	attractiveness	of	
African	countries	to	foreign	investors.

Overall,	the	macro-economic	outlook	for	sub-Saharan	Africa	is	positive.	High	
economic	growth	rates	are	combined	with	an	improved	quality	of	growth	such	

Table	1.	The	‘spaghetti	bowl’	of	African	regional	integration	efforts.

Trade	agreement Members	

West	African	Economic	and	Monetary	

Union	(WAEMU)

Benin,	Burkina	Faso,	Cape	Verde,	Côte	d’Ivoire,	Gambia,	

Ghana,	Guinea,	Guinea-Bissau,	Liberia,	Mali,	Niger,	Nigeria,	

Senegal,	Sierra	Leone,	Togo

Economic	and	Monetary	Community	

of	Central	African	States	(CEMAC)

Cameroon,	Central	African	Republic,	Chad,	Republic	of	

Congo,	Equatorial	Guinea,	Gabon

Common	Market	for	Eastern	and	

Southern	Africa	(COMESA)

Burundi,	Comoros,	DR	Congo,	Djibouti,	Eritrea,	Ethiopia,	

Kenya,	Madagascar,	Malawi,	Mauritius,	Rwanda,	Seychelles,	

South	Sudan,	Swaziland,	Uganda,	Zambia,	Zimbabwe

East	African	Community	(EAC-5) Burundi,	Kenya,	Rwanda,	Tanzania,	Uganda

Southern	African	Development	

Community	(SADC)

Angola,	Botswana,	DR	Congo,	Lesotho,	Malawi,	

Mauritius,	Mozambique,	Namibia,	Seychelles,	South	

Africa,	Swaziland,	Tanzania,	Zambia,	Zimbabwe

Southern	African	Customs	Union	(SACU) Botswana,	Lesotho,	Namibia,	South	Africa,	Swaziland

Source:	Based	on	IMF	(2010)	and	own	updates.

Box 4. Optimism is guiding African CEOs and investors

In	2012	PriceWaterhouseCoopers	conducted	

a	survey	of	200	executives	from	10	fast-

growing	countries,	which	showed	that	95%	

are	confident	that	their	businesses	will	grow	

over	the	next	three	years.	Similar	results	were	

obtained	by	Ernst	&	Young,	which	asked	551	

investors	whether	they	believed	that	Africa	

had	become	more	attractive	since	2008.	

While	86%	of	the	African	investors	answered	

affirmatively,	European	investors	were	much	

more	hesitant,	with	only	45%	agreeing.	Only	

Northern	American	investors	were	more	

careful	(38%	approving).	If	anything,	these	

studies	illustrate	the	growing	confidence	of	

Africans	themselves,	and	their	belief	in	the	

future	of	the	continent.	

Sources:	PwC	(2012)	The	CEO	mindset	in	Africa.	Africa 

Business Agenda,	issue	2;	Ernst	&	Young	(2011b)	It’s 

Time for Africa: Africa Attractiveness Survey 2011.
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as	better	social	conditions	and	enhanced	supporting	environments.	The	positive	
outlook	for	a	substantial	part	of	Africa	is	reflected	in	the	mindset	of	African	CEOs	
and	investors	(see	box	4).

South Africa: in a league of its own

This	book	provides	a	perspective	on	doing	business	in	sub-Saharan	Africa,	
identifying	lessons	learnt	that	may	be	useful	for	companies	irrespective	of	where	
in	Africa	they	are	or	hope	to	be	active.	Inevitably,	we	have	to	make	generalizations.	
Sometimes	our	observations	apply	to	nearly	all	countries,	sometimes	to	just	a	set	of	
fast-growing	or	oil-exporting	countries.	Those	generalizations	generally	work	well,	
with	one	exception:	South	Africa.	

South	Africa	is	Africa’s	biggest	economy,	with	a	GDP	per	capita	of	more	than	
US$11,000.	The	average	South	African	earns	five	times	more	than	a	Ghanaian	and	
13	times	more	than	a	Rwandan.	The	country	produces	30%	of	the	total	output	
of	sub-Saharan	Africa.	It	contains	the	largest	middle	class,	proportional	to	its	
population,	of	any	African	country.

South	Africa’s	relative	economic	power	on	the	continent	has	declined	in	the	last	
20	years	as	other	countries	have	emerged.	The	size	of	its	economy	will	soon	be	
overtaken	by	Nigeria.	But	it	will	take	many	decades	before	the	standards	of	living	
in	other	countries	reach	those	in	South	Africa.	Its	high	level	of	industrialization,	
quality	of	infrastructure	and	level	of	professionalization	of	the	private	sector	
makes	South	Africa	a	mature	market	unlike	any	other	in	sub-Saharan	Africa.	Some	
examples:

•	 	Among	Africa’s	50	largest	companies,	38	of	them	are	South	African.	Standard	
Chartered	Bank,	Shoprite,	SABMiller,	MTN	and	many	others	can	now	be	found	
in	most	large	cities.	South	African	mining	companies	are	active	across	the	
continent,	even	in	risky	areas	such	as	the	eastern	provinces	of	DR	Congo.	

•	 	South	Africa’s	rail	network	comprises	about	one-third	of	the	network	in	sub-
Saharan	Africa.	The	second	largest	rail	network	in	DR	Congo	is	seven	times	
shorter	and	operates	on	a	track	that	is	just	half	as	long.	

•	 	South	Africa	has	almost	3000	supermarkets	and	more	than	300	large	shopping	
centres,	16	Makro	warehouses	and	91	Game	stores	selling	food,	general	
merchandise	and	liquor.	Nigeria,	in	contrast,	has	about	10	supermarkets,	no	
significant	nationwide	operators	and	very	few	chain	stores,	and	just	one	Makro	
and	one	Game	store.	
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Africa	–	an	emerging	continent

Since	2000,	average	GDP	
growth	has	averaged	5%;	

forecast	growth	in	2012	will	
be	6%,	comparable	to	Asia

since 2006, the 
volumes of FDi and 

remittances have 
overtaken official 

development 
assistance. these 

capital flows are now 
more important than 

aid

Over the period 2005−2009,  
the GDP per capita of several African 
countries exceeded those of russia,  

brazil, china and india

7	out	of	10	of	the	world’s	
fastest-growing	economies	
are	in	sub-Saharan	Africa:	

Ethiopia,	Mozambique,	
Tanzania,	DR	Congo,	Ghana,	

Zambia,	Nigeria

The	rate	of	return	on	
investments	in	Africa	

has	moved	from	being	
the	lowest	in	1995	to	the	

highest	since	2006

since 2000, trade 
between Africa and the 

rest of the world has 
doubled

the largest sectors in 
Africa by 2020:

• infrastructure-related 
industries

• consumer-oriented 
industries

• agriculture
• resourcesThe	African	middle	class	now	

consists	of	400	million	people
In	2010,	40	cities	in	
sub-Saharan	Africa	
had	populations	of	

more	than	1	million.		
In	2025,	Africa’s		
10	largest	cities	

will	host	75	million	
inhabitants

South	Africa,	Nigeria,	Angola,	
Ethiopia	and	Kenya	account	for	

66%	of	the	output	and	about	
half	of	the	population	of		

sub-Saharan	Africa The	world’s	population	is	expected	to		
grow	from	7	billion	in	2012	to	3.6	billion	
in	2100.	In	the	next	40	years,	half	of	this	

increase	will	take	place	in	Africa.sub-saharan Africa is the world’s fastest-growing  
oil-producing region: 14 countries have oil reserves and  

16 have natural gas fields

The	credit	ratings	of	several	
African	countries	are	now	
comparable	with	those	of	

Ukraine,	Argentina,	Venezuela,	
India	and	Brazil

The	value	of	Africa’s	
merchandise	exports	rose	

from	US$100	billion	in	1995	
to	US$560	billion	in	2010

Africa’s economy has 
grown from 2% of the 

world economy in 2000 
to 3.2% in 2010

The	share	of	Africa	in	global	
investments	increased	from	
1.4%	in	1990	to	5.3%	in	2009

For	the	first	time	in	three	
decades,	labour	productivity	
has	grown	(by	2.7%),	partly	

due	to	better	education	and	
healthcare

61%	of	the	world’s		
potentially	available	cropland	

is	in	sub-Saharan	Africa
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So,	when	in	Ghana	you	comment	that	your	first	time	in	Africa	was	a	visit	to	Cape	
Town,	do	not	be	surprised	if	the	response	is:	‘South	Africa,	but	that’s	not	Africa…’.	
And	when	you	are	in	Johannesburg	to	discuss	opportunities	for	expanding	your	
business	to,	say,	the	African	Great	Lakes	region,	don’t	be	surprised	when	a	South	
African	businessman	reminds	you	that	‘in	Africa,	you	must	take	care,	the	roads	are	
not	that	good…’.	South	Africa	really	is	in	a	league	of	its	own.	
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3	 New	engines	of	growth

Following	fundamental	economic	and	regulatory	reforms,	much	of	sub-Saharan	
Africa	has	seen	significant	advances	in	human	development	and	governance	
indicators.	The	outcome	of	the	development	process	ultimately	depends	on	the	
ability	of	African	countries	to	achieve	structural	transformation	towards	more	
diversified	and	inclusive	economies.	But	even	today,	many	Africans	have	already	
been	lifted	out	of	poverty,	giving	rise	to	a	considerable	middle	class.	Domestic	
consumption	and	urbanization	have	become	the	new	engines	of	African	growth.	
There	is	virtually	no	product	or	service	in	Africa	for	which	there	is	no	demand.

The middle class

The	promising	outlook	for	the	African	continent	can	to	a	large	extent	be	attributed	
to	the	growing	middle	class:	the	part	of	the	population	in	between	Africa’s	vast	
poor	and	its	small	elites.	The	size	of	the	African	middle	class,	a	cohort	of	around	
400	million	people,	is	now	roughly	the	same	as	those	in	India	or	China.	Their	newly	
acquired	spending	power	has	brought	about	unprecedented	demands	for	services	
and	products	in	practically	every	sector.	

The middle class may hold the key to a rebalancing 
of African economies towards more dependency 
on domestic demand and away from a heavy 
reliance on exports, as well as to greater and more 
efficient poverty reduction and inclusive growth.’ 
Source: AfDB (2011) The Middle of the Pyramid.

The	members	of	the	African	middle	class	have	been	defined	as	people	who	earn	
between	2	and	20	dollars	per	day	–	typically	people	with	salaried	jobs	or	their	own	
small	businesses.	They	tend	to	be	better	educated,	have	fewer	children	and	are	
more	likely	to	live	in	urban	areas	than	the	poor.	The	middle	class	can	be	further	
subdivided	into	an	upper	middle	class	(earning	10−20	dollars	per	day;	see	box	5),	a	
lower	middle	class	(4−10	dollars	per	day)	and	a	‘floating	class’	–	the	group	of	people	
living	on	2	to	4	dollars	per	day.	

‘
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In	South	Africa	today,	more	than	20	years	after	the	end	of	Apartheid,	there	are	more	
upwardly	mobile	blacks	(the	‘black	diamonds’)	than	middle	class	whites.	The	largest	
transformation	has	taken	place	in	the	position	of	the	‘floating	class’,	which	has	
nearly	doubled	in	size	since	1980,	as	shown	in	figure	3.

Urbanization 

The	rise	of	the	middle	class	and	urbanization	have	gone	in	tandem.	In	1980,	28%	
of	Africans	lived	in	urban	areas.	In	2010,	that	figure	was	40%.	Today,	sub-Saharan	
Africa	hosts	40	cities	with	more	than	1	million	inhabitants.	The	largest	is	Lagos	in	
Nigeria,	with	10.6	million	people,	which	is	expected	to	grow	to	nearly	16	million	by	
2025.	This	trend	is	apparent	throughout	the	entire	region	(see	tables	2	and	3).	

Fast-growing	urban	populations	present	enormous	administrative,	infrastructural	
and	logistical	challenges	for	city	authorities.	How	to	ensure	supplies	of	affordable	
food	and	safe	drinking	water?	How	to	prevent	traffic	jams	that	can	bring	a	city	to	
a	halt?	How	to	meet	the	huge	demand	for	housing	so	that	people	do	not	end	up	
living	in	slums?	These	are	prime	areas	for	foreign	companies	to	respond	to	the	
rising	demand.	Infrastructure,	banking	and	retail,	agriculture	and	natural	resources:	
the	demand	for	products	and	services	in	these	sectors	is	seemingly	endless.

Box 5. A day in the life of an upper middle class woman in Nigeria

Lilah	is	32	years	old,	and	works	as	a	branch	

controller	at	Intercontinental	Bank	in	

Port	Harcourt,	Nigeria’s	fifth	largest	city,	

with	nearly	2	million	inhabitants.	Lilah	

loves	to	communicate	with	her	friends	via	

Facebook,	especially	now	that	she	has	a	

new	Toshiba	notebook.	

With	a	relatively	good	salary	of	US$550	per	

month,	Lilah	has	been	able	to	rent	a	two-

room	flat	that	she	shares	with	her	husband	

who	is	currently	studying	in	the	capital	Lagos	

and	their	10-year-old	daughter.	They	hope	to	

buy	their	own	property	one	day.	Lilah	dreams	

of	having	a	large	kitchen	with	a	microwave	

and	a	dishwasher,	where	she	can	cook	

maafa,	a	dish	made	with	lamb,	tomatoes	and	

peanuts	that	her	family	loves.	Shoprite	will	

soon	open	a	branch	just	around	the	corner	

from	her	office	so	she	won’t	need	to	go	to	the	

open	market	half	a	block	farther	in	order	to	

buy	the	best	quality	lamb.	

Source:	Based	on	Adewunmi,	F.	(2011)	Nigeria’s	

middle-class:	How	we	live,	and	what	we	want	

from	life,	www.howwemadeitinafrica.com.	
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City 2010 2025

Lagos,	Nigeria 10.6	 15.8

Kinshasa,	DR	Congo 8.8	 15.0

Luanda,	Angola 4.8	 8.1

Abidjan,	Côte	d’Ivoire 4.1 6.3

Nairobi,	Kenya 3.5 6.2

Dar	es	Salaam,	Tanzania 3.4 6.2

Addis	Ababa,	Ethiopia 2.9 4.7

Ouagadougou,	Burkina	Faso 1.9 4.3

Johannesburg,	South	Africa 3.7 4.1

Cape	Town,	South	Africa 3.4 3.8

City Growth	rate	(%)

Ouagadougou,	Burkina	Faso 81.0

Niamey,	Niger 56.7

Kampala,	Uganda 56.6

Dar	es	Salaam,	Tanzania 52.3

Mbuji-Mayi,	DR	Congo 50.0

Lubumbashi,	DR	Congo 49.3

Abuja,	Nigeria 49.2

Luanda,	Angola 48.3

Bamako,	Mali 47.9

Nairobi,	Kenya 47.3

Figure	3.	Distribution	of	the	African	population	by	classes

Source:	AfDB	(2011)	The Middle of the Pyramid.
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Table	2.	Africa’s	ten	largest	cities.		
Population	(millions),	2010	and	2025.	

Table	3.	Africa’s	ten	fastest-growing	
cities.	Population	growth	projections,	
2010−2020	(%).

Source:	Based	on	UN-HABITAT	(2010)	The State of African Cities.
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Infrastructure

A	booming	economy	always	triggers	a	demand	for	infrastructure,	but	in	the	case	
of	sub-Saharan	Africa	the	need	is	particularly	big.	The	weak	physical	infrastructure	
throughout	the	continent	poses	considerable	challenges	for	firms	that	aim	to	
enter	African	markets,	but	at	the	same	time	creates	huge	opportunities.	On	all	
fronts,	infrastructure	is	urgently	needed	–	in	the	water,	transportation,	electricity,	
telecommunication	sectors	and	many	more.	Most	African	governments	are	finding	
it	difficult	to	keep	pace	with	rapid	urbanization	and	the	rising	demand	for	adequate	
public	services	by	ever	more	articulate	citizens.		

The	most	striking	example	of	the	growing	demand	is	the	mobile	phone	
revolution	that	hit	Africa	in	the	1990s.	With	the	introduction	of	mobile	phones,	
serious	deficiencies	in	many	national	telecommunications	infrastructures	were	
circumvented	in	one	major	leap.	Between	1995	and	2009,	the	number	of	mobile	
phone	users	rose	by	a	massive	51,300%,	from	600,000	to	300	million	(see	figure	4).19	
There	are	comparable	growth	figures	for	the	use	of	social	media	such	as		
Facebook,	MXit	and	Twitter.	The	surge	in	mobile	phone	use	has	meant	that	most	
Africans	now	have	a	simple	and	pervasive	means	of	sharing	information	and	
conducting	business.	

Figure	4.	Number	of	mobile	phone	users	in	sub-Saharan	Africa,	1995−2009.

Source:	Grosskurth	(2010)	Futures of Technology in Africa.
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Perhaps	the	strongest	area	of	demand	is	that	for	power.	Electricity	generation,	
distribution	and	transmission	accounted	for	23%	of	total	investments	in	Africa	in	
the	decade	1997–2007,	and	the	demand	for	additional	capacity	is	likely	to	remain	
high	for	years	to	come.	Less	than	25%	of	the	population	of	sub-Saharan	Africa	
have	access	to	electricity.	More	than	550	million	people	are	still	not	connected	to	
an	electricity	grid.20	This	both	triggers	demand	for	increased	networks,	but	also	
for	innovative	applications	of	‘off-grid’	electricity	generation.

The	overall	network	of	physical infrastructure	in	Africa,	particularly	housing,	
remains	underdeveloped	compared	with	the	rest	of	the	world.	Consider	
Kinshasa,	in	DR	Congo,	a	city	whose	population	is	expected	to	double,	from	
8	million	in	2010	to	15	million	by	2025.	All	of	these	people	will	need	a	roof	over	
their	heads,	and	most	existing	houses	are	of	very	poor	quality	and	lack	water	
and	sanitation	facilities.	There	are	many	opportunities	for	companies	that	can	
provide	good	quality,	low-cost	housing,	both	large	and	small:

Remco Afrique – modular building construction
Remco Ruimtebouw BV, a company based in Eindhoven, specializes in the design 
and construction of modular steel frame buildings for industry. Founded in 1972, it 
has long focused on Europe, but has been active in Africa since 2010 under the name 
Remco Afrique. Its first project involved the construction of a building for a wood-
processing company near Libreville, Gabon. The modular buildings were developed 
for Eastern Europe, which was at the same stage of development 15 years ago. 

The demand for the solutions provided by Remco Afrique is growing. In 2011, the 
company generated a turnover of €10 million in Africa, and recently signed its 12th 
contract. About 85 requests for proposals from all over Africa are awaiting quotation. 
In mid-2012, the company opened a sales office in Addis Ababa in Ethiopia to serve 
markets in East Africa. ‘We are living proof that success in African markets is not 
reserved to large multinationals, but that small companies can also claim a position’, 
according to Angelique Mbundu, marketing and business development manager, 
in an interview with NABC in September 2012.

Royal Haskoning DHV – fishing ports in Ghana
In 2012, engineering and consultancy firm Royal Haskoning DHV won a 
US$200 million contract from the Ghana Ports and Harbours Authority to build 11 
modern fishing ports along its 500 km coast. The work will involve reclaiming land 
from the sea, building quays and breakwaters in the new port areas and installing 
cold facilities for storing fish. The ports are scheduled to be completed in 2017, and 
are expected to provide a major boost for the Ghanaian economy. To finance the 
investment, the Ghanaian government obtained a Chinese loan. 
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Enviu – crowd-sourced housing
Enviu is an innovative Dutch social entrepreneur that ‘believes in the economy of 
the crowd’. Give them a social or environmental problem anywhere in the world that 
needs a business solution, and they will mobilize the expertise and creativity of their 
online community of more than 8000 entrepreneurs.

In 2012, Enviu embarked on a project to come up with housing solutions for new 
middle-class residents in developing countries. Over 3100 architects from 45 countries 
rose to the challenge of designing a sustainable, flexible and locally embedded one-
family house in Ghana. Out of the 250 designs shared online, the best idea is now 
being built, backed with innovative financial constructions, while Ghanaian buyers can 
obtain mortgages at interest rates varying between 5–10%. The project has given rise 
to a completely novel business constellation in which Enviu works together with local 
banks, business partners, universities and governments. 

Consumer-oriented industries

The	African	middle	class	represents	millions	of	people	with	disposable	incomes,	
who	are	interested	in	particular	in	consumer	products	such	as	fast-moving	
consumer	goods	(soft	drinks,	toiletries	and	groceries),	food	and	beverages,	banking	
and	electronics.	Dutch	companies	such	as	Heineken	and	Unilever	have	since	long	
recognized	the	considerable	prospects	of	African	consumer	markets.	For	Heineken,	
the	second	largest	brewer	in	Africa,	the	continent	is	one	of	the	last	emerging	beer	
markets	with	untapped	potential.	For	Unilever,	the	greater	African	wealth,	along	
with	changes	in	standards	of	hygiene,	has	boosted	the	demand	for	the	company’s	
portfolio	of	home-care	and	personal-care	products.	The	corporation	now	employs	
over	40,000	staff	in	around	40	locations	in	20	African	countries,	and	its	turnover	
exceeds	€5	billion.	

In	many	sub-Saharan	African	countries,	the	financial	sector	has	grown	at	a	faster	
rate	than	GDP	in	recent	years.	Between	2000	and	2008	in	Kenya,	for	example,	the	
sector	grew	at	a	rate	of	8.5%	per	year,	compared	with	GDP	growth	of	4.4%.21	The	
upsurge	in	mobile	banking	has	been	one	of	the	most	forceful	megatrends	in	Africa	
(see	box	6).	

Africans	living	under	or	at	the	poverty	line	of	2	dollars	per	day,	the	so-called	bottom 
of the pyramid	(BoP),	do	not	have	the	capacity	to	buy	luxury	goods.	They	are	
generally	not	the	first	ones	targeted	by	consumer-oriented	industries.	Representing	
56%	of	the	total	population	of	Africa,	however,	those	at	the	bottom	of	the	pyramid	
cannot	be	ignored,	from	neither	a	societal	nor	an	economic	perspective.22	
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In	Malawi,	for	example,	the	lack	of	electricity	in	most	rural	areas	means	that	people	
have	to	purchase	paraffin	for	lighting.	Paraffin	is	much	more	expensive	than	
electricity,	so	that	poor	people	end	up	paying	more	for	basic	services	than	those	
who	are	better	off	−	a	phenomenon	known	as	the	paradox	of	poverty.	Offering	
lighting	products	that	can	substitute	for	paraffin	may	be	a	solution	that	serves	both	
the	needs	of	African	consumers	and	the	interest	of	companies.	

The	most	important	challenges	for	inclusive	growth	relate	to	reaching	the	people	
at	the	bottom	of	the	pyramid.	One	challenge	is	to	produce	sufficiently	affordable	
products;	another	is	to	develop	appropriate	products	that	can	help	lift	people	out	
of	poverty	either	by	engaging	them	in	new	(entrepreneurial)	activities	or	helping	
them	to	reduce	the	expense	and	effort	needed	to	meet	their	basic	needs.	A	‘narrow’	
BoP	strategy	looks	at	poor	people	only	as	potential	consumers,	while	a	‘broad’	BoP	
strategy	also	includes	them	as	potential	producers.23	Real	BoP	strategies	therefore	
combine	cost	reduction	and	innovation.	
	
It	is	increasingly	acknowledged	that	firms	that	adopt	BoP	strategies	or	inclusive	
business	strategies	need	to	work	in	partnership	with	‘non-market	parties’	such	
as	NGOs	or	local	authorities.	Such	partnerships	can	help	firms	not	only	to	reach	
untapped	markets	of	poor,	but	also	to	develop	adequate	solutions.24	Development	
organizations	such	as	the	UN	Development	Programme	and	many	aid	donors	such	
as	the	Netherlands	Ministry	of	Foreign	Affairs	are	increasingly	supporting	these	
types	of	partnerships	because	they	combine	social	and	economic	goals.

Box 6. Mobile revolution

M-Pesa	(mobile	money	in	Swahili)	is	a	

money	transfer	and	microfinancing	service	

for	Safaricom	and	Vodacom,	the	largest	

mobile	network	operator	in	Kenya	and	

Tanzania.	It	allows	users	with	a	national	

ID	card	or	passport	to	deposit,	withdraw	

and	transfer	money	quickly	and	easily	

with	a	mobile	device.	In	the	month	of	

December	2011,	M-Pesa	transferred	more	

than	€10	billion	–	more	than	Western	Union	

in	the	whole	year	worldwide.	By	2012,	more	

than	17	million	M-Pesa	accounts	had	been	

registered	in	Kenya.	And	the	M-wave-	is	

spreading:	M-Agriculture	is	used	to	send	

farmers	weather	forecasts,	while	M-Health	

is	used	to	remind	patients	to	take	their	

medication.	In	West	Africa,	the	potential		

of	mobile	commerce	is	also	being	

harnessed.	MoBiashara,	for	instance,	is	a	

mobile	technology	developed	in	Nigeria	

that	facilitates	the	exchange	of	goods.	It	

allows	users	to	search	for	and	purchase	

products	via	the	web,	mobile	web	or	text	

messages.	
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Major	Dutch	companies,	including	Royal	DSM,	KPMG	Nederland,	Shell,	TNT	Express	
and	Unilever,	have	recognized	the	transformational	potential	of	partnerships	in	
relation	to	inclusive	business	models.	Their	strategies	are	to	focus	on	systemic	
issues	such	as	poverty	that	can	be	linked	to	the	companies’	core	competencies,	and	
involve	all	relevant	stakeholders	in	projects	that	have	the	potential	to	be	scaled	up	
in	order	to	reach	the	maximum	number	of	people.25	

Unilever – targeting the African BoP 
Unilever is a leading example of the many companies that are now actively targeting 
the poorest consumer groups in order to build their position across the continent. 
So far, most of Unilever’s African revenues have come from South Africa, but that is a 
mature market, and different strategies are needed to boost sales in countries whose 
populations are much poorer. 

Serving the bottom of the pyramid is substantially more complex than selling to the 
middle class. Unilever has approached the challenge of very low levels of disposable 
income by bringing innovation in packaging sizes. Products are sold in packages that 
are small enough to be affordable, yet allow customers to feel they are buying world-
class quality products. The needs of these customers for food, home and personal care 
products are addressed in ways that acknowledge their constraints, and combining 
status-consciousness with cost-consciousness. Since margins are low, large volumes 
have to ensure profit. For Unilever, taking BoP consumers seriously is a long-term 
strategy, expected to translate into brand loyalty when these consumers enter the 
middle class. 

In support of its inclusive business and BoP strategy, Unilever cooperates with many 
partners, including knowledge institutes (such as the University of KwaZulu-Natal in 
a project to identify uses for ‘grey’ water), NGOs (such as Oxfam-Novib), governments 
(such as the Netherlands Ministry of Foreign Affairs in supporting the Amsterdam 
Initiative against Malnutrition, AIM) and other business groups, including the 
International Business Leaders Forum, the Roundtable on Sustainable Palm Oil and the 
Dutch Sustainable Growth Coalition.

Agriculture

The	sector	with	the	largest	growth	potential	in	Africa	is	agriculture.	The	continent	
has	the	largest	area	of	available	crop	land,	as	well	as	immense	natural	resources.26	
This	makes	Africa	a	prime	target	for	land-grabbing,	but	it	also	represents	a	potential	
source	of	growth	and	income	if	managed	properly.	
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Between	2002	and	2007,	the	agro-sector	in	Africa	grew	at	an	annual	compound	rate	
of	5.5%.27	With	the	middle	class	boosting	the	consumption	of	food	and	beverages,	
agriculture	has	become	important	both	for	export	and	for	domestic	consumption.	
Some	80%	of	the	recent	growth	in	agricultural	production	has	been	the	result	of	
increases	in	the	area	of	cultivated	land,	rather	than	of	increased	productivity.	In	the	
coming	years,	a	great	demand	for	yield-raising	technologies	is	foreseen.	

Although	foreign	investors	–	as	well	as	international	donors	–	have	neglected	the	
agricultural	sector	in	Africa	for	many	years,	they	are	again	showing	interest	(see	
box	7).	Commercial	investors	are	particularly	interested	in	large-scale	agricultural	
projects,	such	as	jatropha	or	palm	oil	plantations	to	produce	biofuel	in	many	
countries.	Such	investments	have	led	to	controversies,	particularly	over	the	
ownership	of	the	land	(land-grabbing)	and	the	substitution	of	food	for	fuel	that	has	
been	linked	to	rising	world	commodity	prices.	

If	large-scale	agricultural	projects	are	designed	both	to	increase	food	production	
and	include	development	goals,	then	they	may	dampen	controversy	–	in	particular	
for	European	investors.	For	similar	reasons,	social	investors	and	international	
donors	are	more	interested	in	helping	smallholder	farmers	raise	their	productivity.	
In	this	approach,	the	focus	is	on	labour-intensive	rather	than	capital-intensive	
techniques,	such	as	crop	rotation	and	agroforestry	methods	that	increase	crop	
yields	and	benefit	the	surrounding	land.	

‘Africa’s	agriculture	holds	enormous	

potential	for	companies	across	the	value	

chain.	With	60%	of	the	world’s	uncultivated	

arable	land	and	low	crop	yields,	Africa	

is	ripe	for	a	“green	revolution”	like	the	

ones	that	have	transformed	agriculture	

in	Asia	and	Brazil.	The	barriers	to	raising	

productivity	in	Africa	are	complex,	

including	the	lack	of	advanced	seeds	and	

other	inputs	suited	to	the	continent’s	

ecological	conditions;	inadequate	

infrastructure	to	bring	crops	to	market;	

perverse	trade	barriers	and	tax	incentives;	

unclear	land	rights;	and	lack	of	technical	

assistance	and	finance	for	farmers.	But	if	

Africa	could	overcome	these	barriers	–	and	

some	countries	are	creating	credible	plans	

to	do	so	–	we	estimate	that	agricultural	

output	could	increase	from	US$280	billion	

per	year	today	to	as	much	as	US$880	

billion	by	2030.’

Source:	Roxburgh	et	al.	(2009)	Lions on the Move,	

McKinsey	Global	Institute,	pp.7−8.

Box 7. Ripe for the green revolution
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Dutch Flower Group
The Dutch Flower Group is a wholesaler/retailer of flowers and plants with a turnover 
of €800 million. This global operation exports to over 60 countries and employs 
around 1750 staff. Sub-Saharan Africa is important to the firm in terms of imports; 
around a quarter of the company’s trade volume is sourced from Kenya, Zambia, 
Zimbabwe and South Africa. As staff costs in Latin America increase, the relatively low 
transport costs in Africa make it an attractive location for production. Currently, a major 
challenge for the company is to find growers in new regions. 

Natural resources

Sub-Saharan	Africa	possesses	60%	of	the	world’s	diamonds,	40%	of	phosphate	and	
30%	of	cobalt	reserves,	as	well	as	large	shares	of	platinum,	chromium,	bauxite	and	
gold.28	Besides	minerals,	sub-Saharan	Africa	has	important	reserves	of	fossil	fuels	
such	as	oil	and	natural	gas.	Offshore	oil	in	West	Africa	is	easily	accessible,	which	
makes	production	relatively	cost-effective.	

Africa	is	the	fastest-growing	oil-producing	region	worldwide.	Oil	has	been	found	
in	at	least	14	countries,	the	largest	reserves	being	in	Nigeria,	Angola,	Sudan	and	
Ghana,	and	new	discoveries	are	made	every	year.	In	addition,	16	African	countries	
have	natural	gas	fields.29	The	resources	sector	offers	major	opportunities	for	both	
upstream	and	downstream	businesses:	

Shell
Shell has been extracting oil from Nigeria and Gabon for over 50 years, and has 
recently added South Africa and Tanzania to the company’s exploration portfolio. In 
Angola, Mozambique and Uganda, ‘very exciting discoveries have triggered further 
exploration activities’, according to Alastair Milne, vice president of exploration for sub-
Saharan Africa. 

Competition between oil companies is tough. The discovery of gas in Ghana in 
2009 triggered exploration in the whole maritime region of West Africa. Shell is 
interested not just in the extraction of oil and gas (upstream market), but also in sales 
(downstream operations). The increasing wealth of Africans has boosted the demand 
for fuel. Shell has its own-brand service stations in several countries, including 700 in 
South Africa. Shell is exploring opportunities to develop downstream operations in 
Botswana, Namibia, Kenya, Uganda and Ghana. 
Source: Interview with Alastair Milne, 2012.
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For	firms	in	the	extractive	industries,	defining	the	company’s	‘licence	to	operate’	
in	terms	of	both	its	global	and	local	operations,	is	particularly	important.	Oil	
companies	such	as	Shell	are	at	the	forefront	of	disputes	with	local	communities	
in	several	countries,	which	can	lead	to	lengthy	court	cases	being	heard	in	the	
United	States	and	the	Netherlands,	as	in	the	case	of	Nigeria.	But	Shell	is	also	at	
the	forefront	of	new,	more	inclusive	approaches	to	human	rights	and	ecological	
extraction	that	could	give	them	a	bigger	licence	to	operate,	and	thus	(potentially)	a	
competitive	advantage,	in	other	countries.	

This	chapter	has	highlighted	a	variety	of	new	engines	of	growth	in	Africa.	The	
demands	resulting	from	the	rising	urban	middle	class	are	affecting	nearly	every	
sector,	providing	opportunities	that	global	firms	can	hardly	afford	to	ignore.	But	
this	enormous	opportunity	comes	together	with	considerable	complexity.	The	
credit	ratings	for	investments	in	Africa	are	still	the	highest	in	the	world,	reflecting	
both	the	potential	and	the	risks.	In	order	to	reap	the	opportunities	of	this	emerging	
continent,	firms	engaging	in	Africa	must	be	able	to	deal	effectively	with	the	risks	
and	turn	the	problems	into	challenges.	
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4	 	From	problems	to	
entrepreneurial	challenges

Entrepreneurship	is	about	seizing	opportunities	while	managing	risks.	Risk	evasion	
has	long	been	the	preferred	approach	for	many	foreign	firms	when	dealing	with	
Africa.	Deterred	by	conflicts,	corruption	and	weak	regulatory	systems,	firms	long	
preferred	to	explore	opportunities	in	other,	seemingly	easier	markets.	If	Africa	was	
a	target,	entrepreneurs	focused	on	short-term	returns	to	justify	their	investment	
and	to	avoid	risks.	Now	that	business	prospects	are	becoming	brighter	and	African	
uncertainties	are	gradually	turning	into	regular	business	risks,	a	more	audacious	
approach	is	required.	

This	chapter	introduces	the	terms	and	concepts	underpinning	the	key	
management	challenge	in	Africa	as	defined	in	this	book:	how	to	ensure	a	balance	
between	taking	risk	and	accepting	responsibilities?

Three types of risk to deal with

In	doing	business	in	sub-Saharan	Africa,	firms	are	confronted	with	three	
overlapping	types	of	risks	and	opportunities:	operational,	strategic	and	
sustainability.	The	more	involved	a	firm	is	in	a	country,	the	more	important	it	
becomes	to	actively	manage	these	risk	dimensions.

Operational risks
The	‘normal’	operations	of	a	multinational	enterprise	always	involve	dealing	with	
different	currencies	and	their	related	transaction	and	translation	exposure.	This	
may	involve,	for	instance,	an	unexpected	or	unaccounted	for	change	in	the	value	
of	the	home	or	foreign	currency	during	a	contract	period.	Obvious	operational	
risks	also	stem	from	cultural	differences	between	the	countries	in	which	a	company	
operates.	Some	operational	risks	in	Africa	can	be	significant,	such	as	import	duties,	
harbour	fees	and	the	limited	availability	of	hard	currency.	

Oerational	risks	are	the	‘hygiene’	factors	of	doing	business	across	borders.	They	
represent	the	difference	between	good	and	bad	management,	but	grow	in	
importance	as	the	‘distance’	between	the	home	and	the	host	market	increases	(see	
later).	As	will	be	argued	in	this	book,	mastering	operational	risks	alone	is	often	no	
longer	sufficient	to	gain	a	competitive	advantage.	
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Strategic risks
Strategic	challenges	concern	in	particular	the	political	risks	that	are	inherent	in	
immature	or	volatile	political	systems,	of	which	there	are	many	in	sub-Saharan	
Africa.	Historically,	a	major	concern	for	foreign	companies	operating	in	Africa	was	
the	risk	that	their	assets	would	be	seized	by	the	state.	Since	the	1980s,	the	risk	of	
direct	expropriation	has	largely	disappeared,	with	the	exception	of	Zimbabwe,	
where	the	Mugabe	regime	has	been	seizing	white-owned	commercial	farms	since	
the	1990s.	Governments	now	use	more	subtle	measures,	such	as	discriminatory	
changes	to	regulations	or	investment	contracts.	

Strategic	risks	can	seriously	endanger	the	return	on	an	investment.	The	quality	of	
regulations	and	measures	to	protect	investors	are	good	indicators	of	how	large	
these	risks	in	a	country	are.	In	the	report	Doing Business 2012,	the	World	Bank	and	
the	International	Finance	Corporation	(IFC)	emphasize	that	sub-Saharan	Africa	
still	has	the	weakest	legal	institutions	and	most	expensive	regulatory	processes	in	
the	world.30	At	the	same	time,	the	report	observes	that	in	2011	a	record	number	of	
governments	changed	their	regulatory	environment	to	make	it	easier	for	domestic	
firms	to	start	up	and	operate;	75%	of	African	countries	introduced	appropriate	
reforms.	The	countries	that	made	the	greatest	progress	in	2010–2011	were	Cape	
Verde,	Sierra	Leone	and	Burundi.	They	made	improvements	on	at	least	four	
indicators	−	ease	of	obtaining	credit,	registering	property,	resolving	insolvency	and	
enforcing	contracts	–	while	Zimbabwe	went	the	other	way,	making	its	regulatory	
framework	less	business-friendly.

Dealing	with	strategic	risks	requires	a	more	active	approach	to	relationships	
with	primary	stakeholders,	particularly	governments.	This	is	an	area	in	which	
newcomers	to	Africa	from	the	BRIC	countries	have	gained	substantial	ground	
on	their	competitors.	Chinese	or	Brazilian	mining	companies	have	approached	
African	governments	together	with	their	own	governments	with	novel	business	
offers.	As	we	argue	in	Part	II	of	this	book,	realizing	strategic	opportunities	in	Africa	
is	becoming	a	substantially	different	ballgame	than	it	was	in	the	past.	For	firms	to	
gain	a	long-term	competitive	advantage	–	or,	in	the	words	of	strategy	guru	Michael	
Porter	of	the	Harvard	Business	School,	a	‘sustainable	competitive	advantage’	–	it	is	
increasingly	necessary	to	adopt	a	solid	approach	to	stakeholders.	

Sustainability risks
The	third	risk	dimension	is	related	to	the	firm’s	‘licence	to	operate’,	which	involves	
its	corporate	responsibilities	as	embedded	in	the	relationships	with	secondary	
stakeholders,	and	the	management	of	social	and	environmental	risks.	Social	risks	
relate	to	low	levels	of	education,	poverty,	diseases	and	the	lack	of	social	capital.	
Environmental	risks	relate	to	climate	conditions	and	related	regulations.	
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In	sub-Saharan	Africa,	many	sustainability	risks	are	associated	in	particular	with	
poverty	and	income	inequalities,	which	pose	additional	challenges	for	companies	
that	wish	to	do	business	there.	In	fact,	it	is	hardly	possible	to	be	engaged	in	Africa	
without	adequately	addressing	some	sustainability	risks.	The	lack	of	basic	utilities	
such	as	water	and	electricity,	limited	access	to	finance,	inadequate	infrastructure	
and	burdensome	regulations:	these	and	many	more	context-specific	factors	require	
firms	to	take	adequate	mitigating	measures.	

A	sophisticated	approach	to	managing	risks	can	provide	a	firm	with	an	important	
competitive	edge,	as	will	be	demonstrated	in	this	book.	Sustainability	risks	therefore	
can	also	be	interpreted	as	sustainability	opportunities:	by	providing	solutions	to	
these	problems,	a	firm	can	gain	a	substantial	and	long-term	competitive	advantage.	

The distance matrix

For	some	African	countries,	the	combination	of	operational,	strategic	and	
sustainability	risks	may	lead	to	such	a	negative	assessment	that	they	may	be	
regarded	as	‘no-go’	areas	for	regular	business.	Very	high	risk	countries	such	as		
Chad	or	Somalia,	or	authoritarian	regimes	such	as	in	Sudan	or	Zimbabwe,	are	in		
the	minority	and	can	be	easily	identified.	

An	increasing	number	of	the	49	sub-Saharan	African	countries,	however,	have	
created	a	business	environment	that	is	not	so	very	different	from	those	found	in	
other	countries.	The	risks	of	operating	in	these	countries	also	have	to	be	assessed	
and	measured	in	relative	terms.	The	concept	of	‘distance’	offers	a	good	starting	
point	to	assess	risks,	in	addition	to	opportunities.

In	international	business,	distance	is	more	than	a	geographical	measure.	Various	
dimensions	are	decisive	for	doing	business	with	Africa,	both	as	triggers	for	attraction	
and	as	barriers	to	entry	and	effective	management.31	They	are	also	relevant	at	the	
same	time	and	have	to	be	managed	in	real	time.	Understanding	the	influence	of	
distance	is	important	for	firms	in	all	stages	of	business,	because	of	its	immediate	
relation	with	transaction	costs	and	risk	and	responsibility	management	strategies.	

Scholars	distinguish	four	general	dimensions	of	distance,	which	can	be	subdivided	
into	many	sub-categories,	as	illustrated	in	figure	5:

•  Cultural	−	the	distance	between	two	cultures.	The	best	known	and	most	often	
used	are	the	Hofstede	and	GLOBE	dimensions.	

•	 	Administrative/governance	−	the	differences	in	bureaucratic,	working	and	
political	structures	between	two	countries.	For	administrative	institutions,	a	
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wide	variety	of	dimensions	can	be	measured,	such	as	government	effectiveness,	
legal	systems,	political	stability/risk	and	corruption.	

•  Geographical	–	the	geographical	distance	between	two	countries	is	the	most	
obvious,	and	is	relevant	to	a	firm	for	determining	transportation	costs.

•  Economic	−	the	economic	distance	refers	to	the	economic	disparities	between	
two	countries;	also	known	as	development	distance.	

Distance	can	be	measured.	For	instance,	the	Human Development Index	(HDI)	
compiled	by	the	UNDP,	which	ranks	countries	according	to	their	level	of	
development,	based	on	GDP	and	other	factors	such	as	life	expectancy	and	
education.	Comparing	two	countries’	HDI	scores	gives	an	indication	of	how	large	the	
‘development	distance’	is.	Generally,	the	larger	this	distance,	the	more	sustainability	
risks	will	have	to	be	taken	into	account.	While	Dutch	firms	need	not	change	their	
practices	when	working	in	Belgium	–	a	country	more	or	less	equal	to	the	Netherlands	
in	terms	of	development	–	working	in	the	DR	Congo	confronts	them	with	a	
considerable	development	distance.	A	firm	may	reduce	this	distance,	for	instance,	
by	offering	education	and	healthcare	services	for	its	staff	and	cutting	the	prices	of	its	
products	sold	on	the	local	market	down	to	levels	that	the	Congolese	can	afford.	

Figure	5.	The	dimensions	of	distance.

Source:	Partnerships	Resource	Centre/RSM,	based	on	Ghemawat	(2001).
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Countries	nearest	to	the	Netherlands	in	terms	of	their	HDI	scores	are	Botswana,	
Gabon,	Mauritius,	Namibia	and	South	Africa,	while	those	currently	farthest	away	
include	the	DR	Congo	and	Zimbabwe.	For	a	Dutch	firm	it	is	easier	to	do	business		
in	Botswana	than	in	Zimbabwe,	because	its	sustainability	risks	are	considerably	
lower	there.

Other	examples	are	the	Economic Freedom Index	(EFI),	published	by	the	Heritage	
Foundation,	which	ranks	countries	on	the	basis	of	how	free	an	individual	is	in	
controlling	his	or	her	labour	and	property,	while	the	Corruption Perception Index	
developed	by	Transparency	International	ranks	countries	according	to	their	
perceived	levels	of	corruption.	Corruption	is	generally	regarded	as	one	of	the	biggest	
challenges	for	firms	doing	business	in	Africa.	The	larger	the	gap,	the	greater	are	the	
strategic	risks.	With	regard	to	the	corruption	distance,	Dutch	firms	experience	the	
least	distance	from	Botswana,	Cape	Verde,	Mauritius	and	the	Seychelles.	With	regard	
to	political	freedom,	countries	like	Benin	and	Botswana,	but	also	Namibia	and	São	
Tomé	e	Príncipe	are	closest	to	the	Netherlands,	whereas	countries	like	Cameroon,	
Chad,	DR	Congo,	Eritrea	or	Zimbabwe	are	the	farthest	away.	

For	this	research,	these	and	other	distance	variables	have	been	brought	together	in	
the	so-called	distance	matrix	(see	box	8).

The	distance	matrix	ranks	all	sub-

Saharan	African	countries	on	cultural,	

administrative,	geographical	and	economic	

distance	dimensions	on	a	scale	from	1	

(closest)	to	4	(farthest).	Firms	can	use	the	

matrix	to	assess	the	risks	they	face	in	a	

particular	country,	to	identify	in	which	

countries	to	become	engaged	or	to	assess	

opportunities	and	determine	where	

competitive	advantages	can	be	obtained.

The	distance	matrix	is	based	on	15	sets	of	

data:	1)	Distance	calculator;	2)	Hofstede	

dimensions;	3)	GLOBE	dimensions;	4)	World	

Bank	Ease	of	Doing	Business	Index;	

5)	Worldwide	Governance	Indicators	Project;	

6)	Corruption	Perception	Index;	7)	Freedom	

House	Index;	8)	Economic	Freedom	Index;	

9)	University	of	Ottawa	political	systems	

and	language	lists;	10)	GDP	per	capita;	

11)	Global	Competitiveness	Index;	12)	Human	

Development	Index;	13)	Economist	

Intelligence	Unit	Political	Instability	

Index;	14)	World	Statesmen	Colonial	

Index;	15)	AccountAbility’s	Responsible	

Competitiveness	Index.

The	overviews	provided	in	this	book	

are	based	on	data	from	2011.	For	more	

information	about	the	distance	matrix,	and	

the	methodology	used	to	compile	it,	see	

Annex	2.	

Box 8. Distance matrix: what, why and how?
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Aggregating	the	distance	measures	into	one	overall	distance	matrix	gives	four	
generic	groups	of	countries	(see	table	4).	The	label	‘composite	distance’	used	in	the	
table	refers	to	the	average	distance	measured	on	the	basis	of	15	indicators.	

Countries	that	are	nearest	to	the	Netherlands	are	those	that	scored	lowest	on	
most	distance	variables	in	2011.	Top	of	the	list	is	Botswana:	it	is	a	country	where	
English	is	spoken	(language distance)	with	a	relatively	high	score	on	the	ease	of	
doing	business	index	(economic distance).	Botswana	has	a	relatively	effective	
government	and	regulatory	climate	and	low	levels	of	corruption.	Political	
freedom	as	experienced	by	citizens	in	Botswana	resembles	that	of	the	citizens	
of	the	Netherlands	(administrative/ governance distance).	By	African	standards,	
Botswanans	live	relatively	long	and	healthy	lives,	have	access	to	education	and	
knowledge,	and	have	a	decent	standard	of	living	(human development	distance).	
These	variables	more	than	compensate	for	the	most	obvious	distance	variable	
–	Botswana	is	one	of	the	countries	of	Africa	that	is	farthest	away	from	the	
Netherlands	(geographical distance).	

Nearest	 Near Far	 Farthest

Composite	distance	indicator

1.7−2.3 2.4−2.6 2.7−3.0 3.1−	4.0

1.	Botswana 10.	Kenya 21.	São	Tomé	e	Principe 37.	Congo	Brazzaville

2.	Mauritius 11.	Tanzania 22.	Madagascar 38.	Guinea-Bissau

3.	South	Africa 12.	Malawi 23.	Mozambique 39.	Chad

4.	Namibia 13.	Nigeria 24.	Senegal 40.	Djibouti

5.	Ghana 14.	Seychelles 25.	Sierra	Leone 41.	Zimbabwe

6.	Cape	Verde 15.	Uganda 26.	Swaziland 42.	Comoros

7.	Rwanda 16.	Gambia 27.	Gabon 43.	Guinea

8.	Benin 17.	Lesotho 28.	Mauritania 44.	Equatorial	Guinea

9.	Zambia 18.	Burkina	Faso 29.	Ethiopia 45.	DR	Congo

	 19.	Cameroon 30.	Liberia 46.	Sudan	

	 20.	Mali 31.	Togo 47.	Eritrea

	 32.	Côte	d’Ivoire 48.	Mayotte

	 	 33.	Niger 49.	Somalia

	 	 34.	Angola 	

	 	 35.	Burundi 	

	 	

36.		Central	African	

Republic 	

Table	4.	Aggregated	groupings	of	sub-Saharan	African	countries	in	in	terms	of	
their	distance	from	the	Netherlands.	
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The	results	are	quite	different	for	Somalia	and	the	island	of	Mayotte,	which	score	
dismally	on	nearly	all	indicators.	The	‘farthest’	category	contains	the	most	failed	
states.	In	general,	the	risks	of	doing	business	in	Africa	are	lowest	in	the	groups	of	
countries	that	are	nearest	or	near.

Risk–responsibility dimension

The	three	types	of	risk	and	four	distance	dimensions	introduced	above	play	a	
prominent	role	in	international	business	literature.	Little	of	this	theory	however	is	
specifically	geared	towards	understanding	the	strategic	considerations	for	Western	
firms	internationalizing	to	Africa.	To	appreciate	the	manager’s	challenge	in	Africa,	
one	more	concept	must	be	advanced:	the	differentiation	or	tension	between	risks	
and	responsibilities.	

To	a	large	and	increasing	extent,	doing	business	in	Africa	is	like	doing	business	in	
any	other	foreign	country.	A	considerable	part	of	a	firm’s	risk	management	strategy	
is	likely	to	be	the	same	worldwide.	Challenges	related	to,	for	instance,	political	
stability,	regulatory	quality,	corruption	perception,	the	enforcement	of	contracts	
and	protection	of	investors	pose	operational	and	strategic	risks	that	can	be	avoided	
or	minimized	by	developing	proper	mitigation	measures,	such	as	internal	control	
and	quality	procedures.	

This	is	different	for	risks	related	to	the	economic/development	distance	dimension.	
The	larger	the	development	gap	between	the	home	and	host	countries,	the	more	a	
firm	will	be	challenged	to	take responsibility	for	the	problems	it	encounters.	Rather	
than	simply	avoiding	risks,	it	will	be	expected	to	contribute	to	solving	development	
issues	such	as	poverty	and	food	insecurity.	For	instance,	the	Ethiopian	government	
calls	foreign	firms	on	their	economic	responsibility,	requiring	them	to	collaborate	
with	local	companies	and	thus	create	employment.	While	a	wholly	owned	
subsidiary	might	have	been	preferred	from	a	risk	perspective,	a	joint	venture	may	
be	the	preferred	option	from	a	responsibility	point	of	view.	All	firms	engaging	
in	Africa	are	faced	with	issues	such	as	heterogeneous	market	structures,	clients’	
financial	constraints,	underdeveloped	distribution	networks,	scarcity	of	data,	poor	
infrastructure	and	low	levels	of	education.	In	everything	they	do	in	these	countries,	
managers	have	to	consider	how	to	balance	risks	and	responsibilities.		The	relation	
between	the	concepts	of	distance,	risks	and	responsibilities	is	shown	graphically	in	
figure	6.

The	distance	matrix	introduced	in	this	chapter	can	be	used	to	visualize	the	risk-
responsibility	challenge	for	Dutch	firms	in	Africa.	To	this	end,	we	split	the	distance	
matrix	into	two	measures:		the	average	risk	distance	and	the	average	responsibility	
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distance.32	Figure	7	shows	the	distance	distributions	of	sub-Saharan	African	
countries	along	these	two	measures.	

Figure	7	shows	that	on	the	‘risk	measure’,	sub-Saharan	African	countries	are	closer	
to	the	Netherlands	than	on	the	‘responsibility	measure’.	While	for	the	majority	of	
countries,	operational	and	strategic	risks	are	low	to	medium,	sustainability	risks	are	
medium	to	high.	There	are	no	sub-Saharan	African	countries	which	are	low-risk	on	
both	dimensions.	

Figure	7.	The	49	sub-Saharan	African	countries	in	terms	of	risk–responsibility	distance.
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RESP	 0	 0	 8	 1	 0	
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(11)	

RISK	 0	 5	 6	 0	 0	

RESP	 0	 1	 3	 7	 0	

Far

(16)	

RISK	 0	 1	 12	 3	 0	
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Risk 2 12 26 7 2
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1 2 3 4 5

medium
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The	scale	(1-5)	corresponds	to	the	composite	distance	indicators,	see	table	4

Figure	6.	Relation	between	distance,	risks	and	responsibilities.
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This	suggests	two	things:

1.	 	Doing business in Africa requires a relatively ‘standard’ approach to risks.	As	figure	8	
shows,	business	risks	in	various	sub-Saharan	African	countries	are	not	very	
different	from	those	in	other	emerging	–	and	even	some	developed	–	markets.

2.	 	Doing business in Africa requires an intensive approach to responsibilities.	Even	
the	countries	that	are	nearest	in	terms	of	risk	pose	considerable	responsibility	
risks	because	of	their	large	development	distance	from	Western	European	and	
Northern	American	markets	(figure	9).	

In	Part	IV,	where	we	explore	conditions	for	successful	entrepreneurship	in	Africa,	
we	will	return	to	the	risk–responsibility	dilemma.	We	demonstrate	that	successful	
companies	in	Africa	have	mastered	both	an	adequate	management	of	risks	and	an	
active	management	of	their	responsibilities.
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5	 The	right	skills	and	expertise

With	sustained	economic	growth,	improving	governance	and	a	rising	middle	class,	
the	outlook	for	much	of	Africa	is	expected	to	remain	(very)	positive.	Along	with	the	
positive	outlook	there	are	new	business	opportunities	that	firms	can	seize	provided	
that	they	manage	the	risks	and	accept	their	responsibilities.	This	chapter	shows	
why	Dutch	firms	are	well	positioned	to	capitalize	on	African	opportunities.	

There	are	at	least	three	arguments	to	suggest	considerable	alignment	between	
the	challenges	and	characteristics	of	sub-Saharan	Africa	and	the	competencies	of	
the	Dutch	private	sector.	First,	Dutch	firms’	responsible	way	of	doing	business	is	
well	suited	to	addressing	sustainability	risks	in	Africa.	Second,	the	Netherlands	has	
a	competitive	advantage	over	other	countries	in	various	respects.	Third,	there	is	a	
strong	overlap	between	Dutch	expertise	and	Africa’s	growth	sectors.

Competence to address sustainability risks

Foreigners	around	the	world	associate	the	Netherlands	with	good	governance	
and	high	standards	of	business	ethics,	as	shown	by	the	country’s	consistent	top	
10	rankings	in	the	Anholt-GfK	Roper	‘Nation	Brands	Index’.33	According	to	more	
than	10,000	citizens	of	developed	and	developing	countries,	the	dimension	that	
they	most	appreciate	about	the	Netherlands	is	the	government’s	competence	
and	fairness	as	well	as	its	commitment	to	global	issues	such	as	democracy,	justice,	
poverty	and	the	environment.	

Not	only	does	the	government	do	well	in	these	rankings.	Dutch	firms	have	a	
solid	reputation	when	it	comes	to	corporate	social	responsibility.	The	Dow	Jones	
Sustainability	Index	(DJSI),	launched	in	1999,	assesses	the	sustainability	of	the	
world’s	2500	largest	companies	in	58	industry	sectors	based	on	their	environmental,	
social	and	economic	performance,	including	forward-looking	indicators.	For	more	
than	a	decade,	Dutch	companies	have	consistently	led	the	field	in	such	rankings	
(see	box	9).

In	recent	years,	public	and	private	attention	to	the	effects	of	corporate	
interventions	on	people,	the	planet	and	profit	has	led	many	firms	to	adopt	
measures	to	reduce	their	negative	footprint	and	improve	their	social	and	
environmental	impacts.	Despite	the	considerable	differences	between	companies,	
with	some	going	far	and	fast	and	others	hardly	acting	at	all,	Dutch	firms	tend	to	do	
well	in	international	rankings	on	all	relevant	aspects	of	sustainability.	
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The	Dutch	tradition	of	negotiation	and	collaboration	has	also	provided	firms	with	
skills	that	are	much	needed	to	do	business	in	Africa.	Dutch	multinationals	are	among	
the	oldest	and	the	most	international	in	the	world	and	therefore	have	gained	
substantial	bargaining	skills	in	a	wide	variety	of	host	country	environments.	For	many	
Dutch	firms	the	‘foreign	market’	is	by	definition	larger	than	the	‘home	market’.	

The	complexities	of	African	development	processes	mean	that	companies	almost	
by	definition	need	to	collaborate	to	be	successful.	Discriminatory	rules	may	cause	
them	to	‘play	politics’,	putting	political	pressure,	often	as	part	of	a	coalition,	on	a	
government.	They	may	need	to	develop	their	own	value	or	supply	chain,	create	
their	own	legislation	and	collaborate	with	non-governmental	actors	to	get	a	
product	to	their	clients.	Concerns	for	the	health	of	their	employees	may	necessitate	
them	to	set	up	HIV/Aids	prevention	programmes	or	develop	insurance	schemes.	
The	required	expertise	and	skills	are	quite	easily	found	in	the	small,	networked,	
internationalized	Dutch	society.

Competitive advantages

Geographically,	sub-Saharan	Africa	is	quite	close	to	the	Netherlands.	Both	Addis	
Ababa	in	East	Africa	and	Accra	in	West	Africa	are	about	5500	km	from	Amsterdam,	
considerably	closer	than	Beijing	(7800	km)	or	New	Delhi	(6400	km).	The	largest	
distance	a	Dutchman	can	travel	in	Africa,	to	Cape	Town,	is	the	same	as	that	to	São	
Paulo	(9800	km).	More	important,	the	maximum	time	difference	between	the	
Netherlands	and	all	destinations	in	Africa	is	just	two	hours.	In	terms	of	physical	
distance	to	Africa,	Europe	has	a	competitive	advantage	over	Latin	America	and	Asia.	

Box 9. Winners in sustainability

In	2012,	according	to	the	Dow	Jones	

Sustainability	Index	rankings,	four	Dutch	

companies	were	the	most	sustainable	

in	the	world	in	their	respective	sectors:	

AkzoNobel	(chemicals),	Unilever	(food	

&	beverages),	Philips	(personal	&	

household	goods)	and	Air	France-KLM	

(travel	&	leisure).	Unilever	is	a	consistent	

sustainability	leader,	having	been	named	

the	best	in	its	sector	for	14	years	in	a	row.	

Air	France-KLM	has	led	its	sector	since	

2004.	AkzoNobel	has	ranked	in	the	top	

three	every	year	since	2007,	and	second	

in	2011.	Philips	was	named	the	most	

sustainable	in	its	sector	for	the	second	

year	in	a	row.	No	other	country	has	so	

many	leading	companies	at	the	top	of	the	

sustainability	rankings.	

Source:	DJSI,	www.sustainability-indexes.com
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In	terms	of	governance	distance,	the	Netherlands	is	in	certain	aspects	also	closer	
to	sub-Saharan	Africa	than	are	its	competitors	from	the	BRIC	countries.	As	a	
result	of	the	colonial	history,	the	administrative	and	political	structures	in	Africa	are	
substantially	similar	to	those	in	Europe.	In	West	Africa,	for	instance,	eight	former	
French	colonies	still	use	the	CFA	franc,	which	used	to	be	guaranteed	by	the	French	
treasury	and	has	been	pegged	to	the	euro	since	1999.	

Compared	with	some	French	companies,	Dutch	enterprises	may	be	at	a	
disadvantage	when	doing	business	in	francophone	West	Africa,	but	compared	
with	their	Latin	American,	Asian	and	even	Anglo-Saxon	competitors,	they	can	
have	a	distinct	competitive	advantage	on	the	basis	of	converging	administrative	
systems	and	procedures.	This	can	make	a	difference	in	terms	of	risk/opportunity	
management	strategies.	Take	the	protection	of	investors,	for	instance.	We	
compared	how	close	sub-Saharan	Africa	is	to	the	Netherlands	and	to	the	USA	
and	the	UK,	and	found	that	the	investment	protection	regimes	in	Africa	are	more	
similar	to	the	Dutch	regime	than	to	those	of	their	British	or	American	counterparts.	
This	implies	that	Dutch	firms	are	likely	to	find	it	somewhat	less	difficult	to	manage	
their	operations	in	Africa	than	their	Anglo-Saxon	counterparts.	In	figure	10,	the	
darker	the	shading,	the	greater	is	the	‘gap’	(or	distance)	between	the	investment	
protection	regimes	in	sub-Saharan	Africa	and	other	countries.	

Figure	10.	Risk	management.	How	distant	is	sub-Saharan	Africa	in	terms	of	investment	protection?		

Left:	Distance	from	the	Netherlands:	relatively	close	(comparable	to	France).	Right:	Distance	from	the	USA:	

relatively	far	away	(comparable	to	the	UK).	The	darker	the	shading,	the	greater	is	the	‘gap’	(or	distance).	

Source:	©	Partnerships	Resource	Centre/RSM.

2000 km 2000 km

Distance	from	the	Netherlands Distance	from	the	USA



44	|	PART	I:	Opportunities

Dutch expertise matches African needs 

Many	of	the	growth	sectors	in	Africa	identified	above	match	well	with	the	areas	of	
expertise	of	the	Dutch	private	sector.	In	the	above-mentioned	Anholt-GfK	Nation	
Brands	Index,	the	aspect	of	the	Netherlands	that	ranks	second	highest	−	after	
‘quality	of	governance’	−	is	the	export	dimension.	Dutch	products	and	services	are	
highly	regarded	worldwide.34	

This	can	best	be	illustrated	by	comparing	Africa’s	growth	sectors	with	the	recently	
identified	nine	‘top	sectors’	of	the	Dutch	economy	in	which	the	Netherlands	has	
a	strong	international	position.	Table	5	presents	a	matrix	in	which	the	four	African	
growth	sectors	identified	in	previous	sections	are	matched	with	these	nine	top	
sectors:	two	asterisks	(**)	indicate	a	direct	and	obvious	linkage	between	sectors,	
while	one	asterisk	(*)	indicates	a	more	indirect	though	clear	linkage	between	sectors.	

1.	 	The	high-tech sector	is	the	largest	sector	of	the	Dutch	economy,	contributing	
6.7%	to	overall	GDP	and	employing	over	half	a	million	people.	The	3900	firms	
operating	in	this	sector	are	developing	nanotechnology,	semiconductors	and	
steels	for	the	automotive	and	aerospace	industries,	for	example.35	It	is	probably	
the	most	advanced	sector	in	the	Netherlands,	with	the	highest	expenditures	on	
R&D.	For	companies	such	as	ASML,	which	serves	the	semiconductor	industry,	
the	level	of	development	in	most	African	countries	is	too	low	to	make	them	
truly	interesting	as	markets	in	the	short	to	medium	term.	

2.	 	Agro & food	is	the	second	largest	sector,	contributing	4.4%	to	GDP	and	employing	
around	300,000	people.	With	nearly	60,000	small	companies,	the	sector	
comprises	all	food	chains,	and	is	renowned	for	its	high	productivity.	The	sector	is	
closely	connected	to	other	sectors,	and	is	dependent	on	imports	of	grain,	cacao	
or	fertilizers.	For	companies	in	this	sector,	such	as	Unilever,	Heineken	and	Nutreco,	
there	are	strong	matches	with	African	growth	sectors,	particularly	in	business	to	
business	(B2B)	and	business	to	consumer	(B2C)	markets.

3.	 	The life sciences & health	sector	employs	122,000	people	and	contributes	3.7%	to	
Dutch	GDP.	It	encompasses	companies	such	as	Mediq	and	Pharming	involved	
in	pharmaceuticals,	biotech,	medical	technology	or	diagnostics.	Because	of	its	
contribution	to	the	quality	of	public	and	animal	health,	there	is	a	match	with	
opportunities	in	Africa,	especially	in	the	business	to	government	(B2G)	market.

4.	  Energy.	The	475	companies	in	this	sector	employ	43,000	people	and	contribute	
3.4%	to	GDP.	Based	on	its	substantial	gas	reserves,	the	Netherlands	has	
considerable	expertise	and	experience	in	gas	extraction	and	distribution,	and	
more	recently	in	wind	and	solar	energy.	Given	the	low	level	of	electrification	
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and	its	importance	for	any	form	of	development	in	Africa,	there	are	strong	
matches	in	all	markets	(B2C,	B2C	and	B2G).

5.		 	Logistics.	Employing	285,000	people	in	around	17,000	companies,	logistics	is	
a	major	sector,	contributing	3.4%	to	Dutch	GDP.	The	Netherlands	is	a	prime	
distribution	country	in	Europe	−	Rotterdam	is	the	world’s	fourth	largest	harbour	
and	Schiphol	Airport	one	of	the	largest	transit	ports	for	global	air	traffic.	
Excellent	knowledge	is	available	among	Dutch	companies	in	international	
supply	chain	management	and	logistical	services,	which	are	in	great	demand	in	
Africa	in	every	growth	sector.	

6.		 	Chemicals.	The	chemicals	sector	accounts	for	20%	of	Dutch	exports	and	is	an	
important	driver	of	economic	growth.	It	contributes	2.2%	to	GDP	and	employs	
106,000	staff	working	in	over	4000	companies,	including	global	players	such	
as	AkzoNobel	and	DSM.	African	minerals	are	in	demand	and	provide	chemical	
firms	with	the	necessary	supply.	The	African	consumer	market	is	interesting	to	
the	sector	as	well,	for	example	the	market	of	modified	food	and	nutrients.	

7.		 	Creative industries.	Although	large	in	terms	of	the	number	of	people	employed	
(205,000	in	33,000	companies),	the	sector	contributes	just	1.6%	to	GDP.	
Architecture,	industrial	design,	gaming,	fashion	and	media	companies	are	
increasingly	active	internationally	and	in	many	regards	belong	to	the	top.	
Compared	with	other	Dutch	sectors,	the	match	with	African	growth	sectors	is	
weaker,	although	there	are	opportunities,	especially	among	the	upper	echelons	
of	society	in	many	African	countries.	
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Infrastructure

(housing,	ICTs,	energy,	water,	

hospitals,	roads,	etc.)

* * ** ** * ** 9

Consumer-oriented	industries		

(consumer	goods,	banking,	etc.)
* ** ** ** ** ** * * * 14

Agriculture ** * * ** * ** ** 11

Natural	resources * * * ** 5

Total 3 4 4 5 7 4 2 3 5

Table	5.	Matches	between	Dutch	capabilities	and	African	needs.
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8.		 	The	horticulture	sector	contributes	1.4%	of	GDP	and	employs	70,000	people	in	
13,500	companies.	The	Netherlands	is	the	world’s	largest	exporter	of	flowers,	
and	is	unrivalled	for	exports	of	seedlings	for	fruit	trees,	vegetables	and	plants.	
Dutch	horticulturalists	already	have	a	strong	position	in	the	agriculture	sector	
in	East	Africa.	All	products	are	currently	exported	back	to	the	Netherlands,	but	
African	demand	is	expected	to	start	developing.	

	
9.		  Water	may	be	the	smallest	sector	in	terms	of	its	contribution	to	GDP	(0.4%),	

but	it	is	world	famous	for	its	experience	and	innovative	knowledge.	Employing	
54,000	people	in	2300	companies,	water	companies	are	already	heavily	involved	
in	Africa.	

It	is	clear	from	table	5	that	the	‘consumer-oriented	industries’	offer	most	business	
opportunities	for	Dutch	companies	in	a	wide	range	of	sectors	in	Africa,	followed	by	
agriculture.	Infrastructure	development	−	housing,	ICTs,	energy,	water,	hospitals,	
roads,	etc.	−	also	offer	many	opportunities,	but	these	sectors	are	capital-intensive,	
strictly	regulated	and	subject	to	political	interference.	They	are	also	sectors	where	
there	is	fierce	international	competition,	so	the	added	value	of	Dutch	companies	
cannot	be	based	on	technology	and/or	management	capabilities	alone.	The	same	
applies	to	extractive	industries	(natural	resources),	although	the	match	between	
them	and	Dutch	expertise	is	relatively	weak.	Booming	African	sectors	such	as	
banking	and	telecommunications	have	weaker	linkages	with	the	Dutch	top	sectors.
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	 Conclusions

Optimism	about	sub-Saharan	Africa	should	be	taken	in	small	doses.	The	sub-
continent	consists	of	49	highly	heterogeneous	countries,	several	of	which	are	
politically	unstable,	landlocked	and	problematic	in	many	regards.	Nevertheless,	
across	the	region	as	a	whole,	opportunities	are	beginning	to	overtake	the	
challenges.	

Most	of	the	economic	and	social	changes	are	pointing	in	a	positive	direction.	There	
is	sustained	growth,	increased	labour	productivity,	relatively	high	economic		
growth	per	capita,	improved	credit	ratings.	The	region	is	becoming	increasingly	
attractive	as	a	destination	for	foreign	direct	investment.	And	the	changes	appear	to	
be	lasting.	

Part	I	has	argued	that	Dutch	companies	should	seriously	consider	either	starting	or	
expanding	business	activities	in	sub-Saharan	Africa	for	at	least	five	reasons:

•	 	The	Dutch	private	sector	is	increasingly	dependent	on	emerging	markets	for	
growth.	Various	countries	in	sub-Saharan	Africa,	including	South	Africa,	Kenya,	
Tanzania,	Mozambique,	Ethiopia,	Angola,	Nigeria	and	Ghana	can	now	be	
considered	to	be	truly	‘emerging	markets’.

•	 	The	improved	quality	of	governance	throughout	Africa	offers	hope	that	
recent	economic	performance	will	be	sustained.	For	foreign	traders	and	
investors	–	particularly	from	countries	with	stricter	forms	of	governance	such	
as	the	Netherlands	–	this	is	an	important	development	that	reduces	basic	
uncertainties.

•	 	There	are	large	and	unmet	needs,	especially	related	to	general	growth	and	the	
emergence	of	an	urban	middle	class,	which	offer	major	opportunities	across	
markets,	from	business	to	consumer	(B2C),	business	to	business	(B2B)	as	well	as	
business	to	government	(B2G).	There	is	no	product	or	service	in	Africa	for	which	
there	is	no	demand.

•	 	There	is	a	considerable	match	between	African	needs	and	the	core	
competencies	of	the	Dutch	private	sector.	The	Dutch	tradition	of	negotiation	
and	collaboration	has	provided	firms	with	skills	that	are	needed	to	do	business	
in	Africa.	Competitive	advantages	exist	in	various	sectors.

•	 	‘African	uncertainties’	are	increasingly	becoming	‘normal’	business	risks	and	
opportunities,	which	means	that	they	can	be	alleviated	with	risk	management	
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strategies	comparable	to	those	used	in	other	emerging	markets.	However,	
the	African	context	will	always	require	firms	to	adopt	specific	responsibility	
measures	in	order	to	overcome	the	significant	development	distance	that	exists	
between	the	Netherlands	and	all	African	countries.
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	 Introduction

Arnold is working for a Dutch construction company. He is proud 
of the advanced bridges and flyovers that his firm is building 
around the world. As business development manager, he and one 
junior colleague are responsible for the acquisition of projects in 
sub-Saharan Africa. With more than a tinge of envy, he sees the 
company’s teams in Asia and Latin America winning one contract 
after another, while he is increasingly losing out to Chinese 
firms. Arnold has several ideas about how his company could do 
things differently: they should open offices in Angola and Kenya, 
recruit better-qualified engineers and build the right networks. 
But management is reluctant. Angola, isn’t that terribly corrupt 
and oil-soaked and weren’t there some ethnic groups fighting in 
Kenya? Arnold is told that there is only financial leeway to make 
investments in prioritized emerging markets, and unfortunately 
none of them is in Africa. His colleague is reassigned to the 
Brazilian team.

Until	the	mid-1990s,	Europe	used	to	hold	a	privileged	position	in	sub-Saharan	
Africa.	Former	colonial	ties	and	favourable	treaties	facilitated	trade	between	the	
regional	blocs.	More	than	half	of	all	African	trade	originated	from	or	was	directed	
towards	Europe.	But	these	privileged	relationships	have	come	under	pressure,	not	
least	from	Asian	and	Latin	American	competitors	who	seem	to	be	very	capable	of	
meeting	African	needs.	A	more	self-confident	Africa	is	emerging.	

Are	European	companies	in	general	and	Dutch	companies	in	particular	capable	of	
seizing	the	opportunities	in	sub-Saharan	Africa?	What	is	their	present	situation		
vis-à-vis	competitors	from	emerging	countries	such	as	Brazil,	Russia,	China	and	
India?	What	are	the	barriers	to	success,	both	at	home	and	abroad,	that	seem	
particularly	relevant	for	Dutch	companies?		This	part	deals	with	these	questions.
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The ability and willingness of Dutch companies to seize 
opportunities in Africa are influenced by five factors:

•	 Europe’s	trade	position	in	Africa	is	weakening

•	 New	competitors	are	changing	the	rules	of	the	game

•	 Africa’s	negative	public	image	creates	relative	passiveness

•	 	The	diplomatic	framework	only	partly	supports	private	sector	
endeavours	

•	 	The	difficulty	in	obtaining	resources	to	finance	export	and	
investments	is	making	firms	risk-averse	and	short-term	oriented
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1	 The	terms	of	trade

Dutch	companies	have	been	involved	in	sub-Saharan	Africa	for	centuries.	Unlike	
its	European	neighbours	France,	the	United	Kingdom,	Portugal,	Belgium	and,	to	
a	lesser	extent,	Germany,	Italy	and	Spain,	the	Netherlands	never	fully	colonized	
or	settled	in	Africa,	except	for	the	Cape	Colony	in	South	Africa	from	1652–1806.	
However,	during	the	times	of	the	Dutch	West	India	Company,	the	Netherlands	
established	many	trading	posts	and	slave	forts	around	Africa,	particularly	along	the	
West	African	‘Gold	Coast’.	The	remains	of	Dutch	settlements	can	be	found	in	Angola,	
Benin,	Ghana,	Mauritius,	and	São	Tomé	e	Príncipe.	

In	1946,	a	group	of	Dutch	companies	established	the	Netherlands	African	Business	
Council	(NABC)	to	‘look	after	the	interests	of	all	Dutch	companies	which	operate	in	
or	have	commercial	links	with	Africa’.	Today,	the	NABC	has	more	than	300	members,	
most	of	them	profit-oriented	organizations,	and	has	strong	links	with	knowledge	
institutions	and	a	large	number	of	sectoral	and	non-governmental	organizations	
(NGOs)	in	the	Netherlands.

Another	network	organization	is	the	Southern	Africa–Netherlands	Chamber	of	
Commerce	(SANEC),	which	describes	itself	as	‘the	key	intermediary	agency	for	
companies,	organizations	and	entrepreneurs	doing	business	or	seeking	to	do	
business	in	and	between	the	Netherlands,	South	Africa,	the	Benelux	and	the	
Southern	African	region	(SADC)’.	SANEC	has	around	400	members,	most	of	them	
Dutch	companies,	but	about	one-third	non-Dutch	(mostly	South	African)	companies	
and	10%	non-profit	organizations	(foundations,	NGOs)	and	government	agencies.	

The	overlap	between	the	two	networks	is	limited;	only	about	25	companies	
are	members	of	both	organizations.	In	2012,	about	520	Dutch	companies	were	
represented	in	either	NABC	or	SANEC.	Bob	van	der	Bijl,	director	of	NABC,	estimates	
that	this	number	represents	a	third	to	a	quarter	of	all	Dutch	companies	that	are	
seriously	engaged	in	Africa.	According	to	Van	der	Bijl,	many	companies	are	not	
registered	members	of	his	network	because	they	fear	competition	or	criticism,	
or	do	not	have	strong	connections	with	the	Netherlands.	It	is	also	true	that	many	
Dutch	entrepreneurs	in	Africa	have	set	up	local	companies	in	Africa	and	have	no	
formal	business	links	with	the	Netherlands.	Studies	suggest	that	over	200	Dutch	
companies	are	engaged	in	some	form	of	business	activity	in	Ghana	alone.	This	
indicates	that	far	more	Dutch	companies	are	active	in	Africa	than	one	would	think.	
The	number	could	be	as	high	as	2000,	about	10%	of	the	20,615	Dutch	companies	
engaged	in	international	trade	(imports,	exports	or	both)	in	2008.1
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Doing well within Europe 

Trade	with	sub-Saharan	Africa	contributes	just	over	2.6%	of	the	total	trade	volume	
of	the	Netherlands.	This	may	seem	a	very	modest	figure,	but	it	is	comparable	with	
those	of	other	European	countries.	Between	2001	and	2011,	the	absolute	volumes	of	
both	imports	from	and	exports	to	sub-Saharan	Africa	tripled,	increasing	by	about	
1%	relative	to	other	regions	(table	1).2

Compared	with	other	European	countries,	this	is	a	strong	performance.	In	Belgium,	
imports	from	sub-Saharan	Africa	fell	over	this	period	and	improved	marginally	in	
France,	Germany	and	the	United	Kingdom.	Only	the	United	States	saw	its	imports	
from	Africa	increase	more	in	this	decade.	As	regards	exports,	the	Dutch	trade	
position	improved	compared	to	Belgium,	the	United	States	and	Germany	and	was	
more	or	less	on	a	par	with	France	and	the	United	Kingdom.	The	improvement	of	
the	Netherlands	vis-à-vis	Belgium	is	evidence	of	its	relatively	strong	position,	since	
both	countries	are	major	transit	centres	for	the	rest	of	Europe.	

There	is	a	considerable	degree	of	specialization	in	the	Dutch	trade	relationship	with	
sub-Saharan	Africa.	Trade	is	focused	on	just	a	few	countries,	in	particular	Nigeria	
and	South	Africa,	followed	at	some	distance	by	Ghana,	Kenya,	Angola,	Cameroon	
and	Benin.3	The	range	of	products	traded	is	also	limited;	about	40%	of	all	imports	

Source: Trademap	2011.

Imports	from	sub-Saharan	Africa

2001 2011 Change

United	States 1.9% 3.3% +1.4%

Netherlands 1.5% 2.6% +1.1%

France 1.9% 2.3% +0.4%

Germany 1.1% 1.3% +0.2%

United	Kingdom 2.4% 2.5% +0,2%

Belgium 2.1% 1.6% –0.5%

Exports	to	sub-Saharan	Africa

2001 2011 Change

France 1.9% 3.1% +1.1%

United	Kingdom 1.9% 2.9% +1.0%

Netherlands 1.1% 2.1% +1.0%

Belgium 1.1% 1.9% +0.8%

United	States 0.9% 1.4% +0.5%

Germany 1.1% 1.2% +0.1%

Table	1.	Relative	trade	positions	of	the	Netherlands,	Europe	and	North	America
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from	sub-Saharan	Africa	consist	of	crude	petroleum	oil,	mainly	from	Nigeria.	While	
trade	with	South	Africa	is	much	more	diverse,	imports	from	other	African	countries	
consist	almost	entirely	of	primary	products:	

•	 cocoa	from	Ivory	Coast,	Ghana	and	Cameroon;
•	 crude	oil	from	Angola,	Equatorial	Guinea,	Congo	and	Gabon;
•	 cut	flowers	from	Kenya	and	Ethiopia;	and
•	 zinc	from	Namibia.

The	most	important	Dutch	exports	to	Africa	include	processed	oil	products,	
machinery,	dairy	products	and	vehicles	(see	table	2).	

Dutch investments are skewed to a few countries

For	a	trading	nation	such	as	the	Netherlands,	changes	in	import	and	export	
volumes	are	important	indicators	of	the	international	position	with	regard	to	Africa.	
But	trade	is	not	the	only	aspect	of	international	business.	To	obtain	the	full	picture,	
we	also	need	to	look	at	foreign	direct	investments	(FDI).	

Imports Exports

Products
Value	

(billion)

%	of	

total
Products

Value	

(billion)

%	of	

total

Crude	petroleum	oils €5.1	 46%

Non-crude	petroleum	oils,	

including	aviation	fuel	

(33%)	and	light	petroleum	

distillates	(13%)

€4.6	 47%

Cocoa	and	cocoa	products,	

including	cocoa	beans	

(77%)

€2.2 20%

Machinery,	nuclear	

reactors,	boilers	and	

related	products

€1.3	 14%

Edible	fruit,	of	which	36%	

grapes	and	28%	citrus	

fruits

€0.7	 6%

Electrical,	electronic	

equipment	and	related	

products

€0.4	 4%

Live	trees,	plants,	bulbs,	etc.,	

of	which	8.1%	cut	flowers
€0.4	 4%

Milk	and	cream,	

concentrated	or	sweetened
€0.4 4%

Iron	ore €0.4 3%

Plastics	and	articles	thereof €0.2	 2%

Pharmaceutical	products	 €0.2 2%

Motor	vehicles	 €0.1 1%

Source: Trademap	2011.

Table	2.	Specialization	in	the	Dutch	trade	relationship	with	sub-Saharan	Africa	(2011).
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Unfortunately,	figures	on	investments	are	not	as	easily	available	as	those	for	trade.	
Data	are	typically	aggregated	for	the	whole	continent,	and	do	not	specify	financial	
flows	at	the	country	or	sector	level.	The	main	reason	is	that	bilateral	investment	
data	can	contain	sensitive	information.	The	relative	dominance	of	one	firm	in	the	
FDI	figures	may	reveal	strategic	information	to	competitors	and	is	hence	kept	
confidential.	

In	the	period	2002–2009,	total	FDI	from	the	Netherlands	into	sub-Saharan	Africa	
increased	from	around	€5.0	billion	to	€8.6	billion.4	This	figure	excludes	the	
investments	of	foreign-owned	financial	institutions	based	in	the	Netherlands.	
In	absolute	terms,	Dutch	firms	are	among	the	most	important	investors	in	sub-
Saharan	Africa.	In	2011,	Dutch	FDI	amounted	to	approximately	one-third	of	the	
investments	made	by	the	United	States,	and	half	of	those	by	the	United	Kingdom	
and	France.	

The	direction	of	Dutch	FDI	is	extremely	skewed,	with	investments	flowing	into	
Africa	rather	than	in	the	reverse	direction.	As	with	trade,	these	investments	are	
aimed	at	a	limited	number	of	countries,	in	particular	South	Africa	and	Nigeria.	The	
position	of	the	Netherlands	can	thus	be	considered	relatively	lopsided	–	there	
are	many	countries	where	trade	and	investment	relations	relationships	could	be	
developed.	

Analysis	reveals	that	the	destinations	of	trade	and	investment	flows	are	strongly	
related.	Dutch	companies	invest	in	the	countries	with	which	they	trade	and	they	
trade	with	the	countries	in	which	they	invest.	For	most	countries,	the	relation	is	
stronger	with	imports	than	with	exports,	suggesting	that	investments	may	be	
driven	mainly	by	supply chain management objectives.	Consider,	for	example,	an	
investment	in	a	cacao	or	cashew	processing	plant	in	order	to	increase	the	volume	
and	quality	of	the	commodities	shipped	to	the	Netherlands.	The	picture	is	different	
for	the	two	main	destinations	of	trade	and	FDI,	Nigeria	and	South	Africa.	Here,	the	
relation	between	trade	and	investments	is	stronger	for	exports	than	for	imports,	
suggesting	that	Dutch	companies	that	invest	in	these	countries	may	be	largely	
motivated	by	the	need	to	establish	a	foothold	in	these	large	markets.	

We	have	established	that	the	trade	and	investment	position	of	the	Netherlands	
towards	sub-Saharan	African	is	satisfactory	and	even	good	relative	to	other	
European	countries	and	the	United	States.	That	position	is	weakening,	however,	as	
other	players	extend	their	influence	in	Africa.	
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2	 	The	rules	of	the	game	are	
changing

Until	the	mid-1990s,	many	European	countries	regarded	Africa	as	their	own	
‘backyard’,5	and	had	built	up	privileged	trade	relations	based	on	former	colonial	
ties	and	favourable	trade	treaties	with	large	groups	of	African	countries.	But	
these	privileged	relationships	are	now	under	pressure.	As	determined	contenders	
from	China	and	other	developing	countries	help	to	boost	African	economies	and	
self-confidence,	it	is	clear	that	the	rules	of	the	game	for	European	businesses	are	
changing.	

Trade relations under pressure

All	European	countries	are	finding	that	their	trade	and	investment	positions	in	
Africa	are	weakening.	Whereas	more	than	half	of	all	trade	with	Africa	used	to	
originate	from	or	was	directed	towards	Europe,	since	1990	Europe’s	share	has	
dropped	sharply,	to	below	25%	by	2012.	Over	the	same	period,	the	relative	position	
of	North	America	remained	more	or	less	the	same,	as	did	the	share	of	intra-African	
trade.	The	most	dramatic	change	has	been	the	increased	involvement	of	other	
players,	in	particular	China,	but	also	other	emerging	powers	such	as	India,	Brazil,	
Malaysia	and	South	Korea.	

In	2009,	Asia	surpassed	Europe	as	the	most	important	trading	partner	for	sub-
Saharan	Africa.	The	impact	of	the	global	financial	crisis	that	began	in	2007	further	
increased	the	gap	between	Europe	and	Asia.	The	trade	liberalization	measures	
introduced	as	part	of	structural	adjustment	programmes,	and	the	membership	
of	around	39	sub-Saharan	countries	of	the	World	Trade	Organization	not	only	
increased	the	amount	of	trade,	but	also	widened	the	number	of	countries	with	
which	the	continent	is	trading.	As	a	result,	the	number	of	competitors	in	sub-
Saharan	Africa	has	also	increased.	Trade	among	the	developing	countries	is	now	
growing	three	times	faster	than	that	between	Africa	and	developed	countries.	

For	Africa,	these	developments	have	led	to	an	improvement	in	the	terms	of	trade	
for	their	exports	of	commodities.	As	a	not	unimportant	side-effect,	their	bargaining	
position	towards	the	former	colonial	powers	has	strengthened.	Table	3	shows	
the	relative	trade	positions	of	the	Netherlands	and	the	three	most	important	
newcomers,	China,	India	and	Brazil.	
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This	analysis	shows	that	China,	India	and	Brazil	are	rapidly	expanding	their	imports	
from	and	exports	to	sub-Saharan	Africa	both	in	absolute	terms,	and	relative	to	
other	countries.	Most	European	countries	are	increasing	their	trade	with	sub-
Saharan	Africa	in	absolute	terms,	but	more	slowly	than	in	past.	For	them,	the	terms	
of	trade	with	sub-Saharan	Africa	are	therefore	deteriorating.

China – a player not to be ignored

China’s	engagement	in	Africa	is	nothing	new.	As	long	ago	as	the	15th	century,	China	
sent	trading	expeditions	to	East	Africa.	During	the	Cold	War,	China	supported	African	
movements	in	their	push	for	independence	from	the	colonial	powers.	Since	the	1990s,	
however,	the	Chinese	government	and	state-owned	enterprises	have	extended	
their	activities	in	all	corners	of	Africa	(see	box	1).	The	‘Go	Out’	policy	that	underpins	
China’s	engagement	today	may	be	more	diverse	and	more	powerful	than	before,	but	
it	is	based	on	the	same	principles	formulated	in	1954:	political	equality,	respect	for	
sovereignty	and	non-intervention,6	popularly	known	as	the	‘no	strings	attached’	policy.	

This	does	not	mean	that	the	Chinese	government	does	not	have	a	political	agenda	
in	Africa.	In	some	countries,	for	instance,	China	has	offered	to	invest	in	countries	
on	the	condition	that	they	denounce	the	status	of	Taiwan	as	an	independent	state.	
Most	have	bent	under	this	pressure.	The	four	countries	that	have	recognized	Taiwan	
–	Lesotho,	Gambia,	Burkina	Faso	and	Sao	Tomé	e	Principe	–	have	consequently	
been	ignored	by	Chinese	companies.

Source: Trademap	2011.

Imports	from	sub-Saharan	Africa

2001 2011 Change

India 3.9% 7.4% +3.5%

China 1.8% 5.0% +3.2%

Netherlands 1.5% 2.6% +1.1%

Brazil 3.7% 4.7% +1.0%

Table	3.	Relative	trade	positions	of	the	Netherlands,	China,	India	and	Brazil.

Exports	to	sub-Saharan	Africa

2001 2011 Change

India 1.7% 3.0% +1.3%

China 4.9% 6.5% +1.6%

Netherlands 1.1% 2.1% +1.0%

Brazil 2.1% 2.6% +0.5%
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With	an	estimated	1	million	Chinese	living	in	Africa,	trade	increased	tenfold	over	the	
period	2000–2008.7	China	has	become	Africa’s	largest	individual	trading	partner,	
surpassed	only	by	the	European	Union	as	a	bloc.	Chinese	firms	have	dominated	
recent	flows	of	investment	and	their	increased	activities	can	be	seen	in	almost	
every	country	in	Africa.

One can safely conclude that China and India are 
reclaiming their former important role in the world 
economy which they had until around 1800.’ 
Source: Groot et al. (2011).

According	to	official	Chinese	statistics,	in	2007	around	4.8%	of	FDI	directed	to	
Africa	came	from	China	–	a	hefty	increase	from	0.5%	in	2000.	But	the	figures	may	
underestimate	the	actual	investment	flows.	The	American	Heritage	Foundation,	
for	example,	notes	that	this	share	would	be	much	higher	(14%)	if	the	FDI	routed	
through	Hong	Kong	were	also	taken	into	account.8	The	African	Studies	Centre	in	
Leiden	further	observes	that	the	investments	made	by	private	Chinese	companies,	
who	do	not	need	government	approval,	are	also	not	included.9	In	short,	China’s	
share	in	global	FDI	flows	to	Africa	is	considerable,	and	growing.	

China’s	increased	involvement	in	Africa	is	

driven	by	its	need	for:

•	  Raw materials.	China’s	growing	

demand	for	commodities,	particularly	

oil,	about	80%	of	which	will	need	to	be	

imported	by	2030.

•	  Food.	As	the	population	of	China	

grows,	and	becomes	more	affluent,	so	

too	will	the	demand	for	food.

•	 	Markets.	China	needs	outlets	for	its	

relatively	cheap	products,	and	Africa	

offers	about	800	million	potential	

consumers.	

•	 	Political allies.	China	hopes	to	gain	

the	support	of	African	nations	in	

international	organizations	such	as	the	

United	Nations,	and	to	form	a	united	

front	to	defend	the	interests	of	the	

‘South’.

Source: Yin	and	Vaschetto	(2011)	China’s	business	

engagement	in	Africa.	.

Box 1. China in Africa

‘
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Chinese	investments	in	Africa	are	focused	on	sectors	such	as	mining	and	
infrastructure,	and	on	the	most	populous	countries	–	in	particular	South	Africa	
and	Nigeria,	and	to	a	lesser	extent	Zambia,	Niger	and	the	Democratic	Republic	of	
Congo.	Crude	oil	now	accounts	for	almost	50%	of	Chinese	imports	from	Africa	(see	
table	4).	

How	has	it	been	possible	for	China	to	surpass	so	many	European	countries	in	Africa	
in	a	matter	of	just	a	few	years?	It	seems	that	this	success	is	the	result	of	a	number		
of	factors,	including	determination	(we	need	you	and	you	need	us	and	we	are	
going	to	do	everything	to	make	it	work),	financial	strength	(you	don’t	need	to	pay	
cash)	and	resolute	economic	diplomacy	(all	our	instruments	support	our	ambitions	
in	Africa).	

It	is	well	known	that	the	Chinese	government	plays	an	active	role	in	encouraging	
Chinese	companies	to	invest	in	Africa,	such	as	by	helping	to	establish	Special	
Economic	Zones.	In	the	1980s,	China	successfully	set	up	such	zones	in	its	own	
country,	and	is	now	helping	Nigeria,	Ethiopia,	Mauritius	and	Zambia	to	do		
the	same.10	

Unlike	the	West,	Beijing	is	able	to	coordinate	its	considerable	economic	power	
through	its	state-owned	enterprises.	Alongside	with	the	Chinese	Ministry	of	
Economic	Affairs,	the	Export–Import	(Exim)	Bank	of	China	is	financing	many	large	
infrastructure	projects	on	the	continent.	In	2000,	China	hosted	the	first	Forum on 
China Africa Cooperation,	to	be	held	every	three	years,	to	which	all	African	heads	

Imports Exports

Products
Value		

(€ billion)

%	of	

total
Products

Value	

(€		billion)

%	of	

total

Crude	petroleum	oils €30 49%
Electrical,	electronic	

equipment
€6.0 14.9%

Commodities	not	specified €11.4 18.3%
Machinery,	nuclear	

reactors,	boilers,	etc.
€4.6 11.4%

Iron	ores €5.2 8.4% Ships,	boats,	etc.	 €2.9 7.1%

Copper €3.2 5.0% Articles	of	iron	or	steel €2.1 5.1%

Platinum €1.4 2.2% Cotton €1.7 4.2%

Diamonds €1.0 1.6% Footwear €1.4 3.4%

Ferro-alloys €0.9 1.5% Apparel,	accessories,	etc. €1.3 3.2%

Wood €0.8 1.3% Motorcycles €1.0 2.6%

Source: Trademap	2011.

Table	4.	Chinese	trade	with	sub-Saharan	Africa	(2011).



The	rules	of	the	game	are	changing	|	61	

of	state	are	invited.	In	contrast	with	many	previous	promises	(such	as	debt	relief )	
made	by	Western	partners	and	donors	to	the	region,	China	makes	sure	it	keeps	the	
pledges	it	makes	at	the	forum.11	

By	combining	its	determination	with	its	financial	strength,	China	has	been	able	to	
offer	Africa	package	deals	that	provide	investments	(often	in	infrastructure,	mining	
or	manufacturing),	loans	and	aid	in	exchange	for	resources	such	as	minerals	and	oil.	
Among	these	‘resource	for	infrastructure	swaps’,	perhaps	the	most	widely	reported	
was	China’s	deal	with	the	Angolan	government	to	build	roads	in	exchange	for	oil	
(see	box	2).

The	‘Angola	model’	was	vehemently	criticized	in	the	West.	The	Chinese	aid	flows	
had	nothing	to	do	with	furthering	African	development,	critics	claimed,	and	
everything	to	do	with	furthering	Chinese	interests.	China’s	no	strings	attached	
policy	would	give	it	a	significant	competitive	advantage	over	countries	that	
do	impose	conditions	on	trade	and	investments.	While	Western	countries	have	
agreed	not	to	support	the	regimes	of	Omar	Al-Bashir	in	Sudan	or	Robert	Mugabe	
in	Zimbabwe	because	of	their	flagrant	infringements	of	human	rights	and	the	
principles	of	good	governance,	China	is	doing	lucrative	business	in	both	countries.	

And	that	is	not	all.	China	has	been	criticized	for	offering	solutions	of	dubious	
quality,	often	with	dismal	environmental	impacts,	and	for	flying	in	Chinese	workers	
to	do	the	work	that	African	workers	might	otherwise	have	done.	While	many	
Africans	welcomed	Chinese	investments,	these	and	other	negative	experiences	
have	dampened	their	initial	enthusiasm.

Box 2. Resource for infrastructure swaps

In	a	much-debated	deal	with	the	Angolan	

government,	in	2004	China	offered	a	loan	

of	US$2	billion,	which	was	to	be	used	to	

finance	infrastructure	investments.	The	

loan	was	guaranteed	by	China	and	would	

be	repaid	by	the	Angolan	government	

with	the	proceeds	from	its	oil	exports.	This	

impressive	deal	killed	several	birds	with	

one	stone:	Chinese	companies	obtained	

assignments	to	build	roads,	the	Angolan	

authorities	their	infrastructure	and	China	a	

guaranteed	supply	of	oil.	This	construction	

has	since	been	repeated	in	various	other	

countries	–	in	exchange	for	cacao	in	Ghana,	

tobacco	and	diamonds	in	Zimbabwe	and	

sesame	seed	in	Ethiopia.	

Source:	Konijn	(2012)	China in Afrika.
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How	China’s	involvement	in	Africa	is	interpreted	is	a	matter	of	perspective.	Much	
of	the	criticism	may	be	warranted,	but	there	is	another	way	of	looking	at	China’s	
activities.

According	to	the	Chinese	authorities,	Western	criticism	is	an	overly	defensive	
reaction	to	any	country	making	inroads	in	Africa	that	may	threaten	their	privileged	
position.	And,	admittedly,	they	have	a	point.	It	is	undeniable	that	China	has	been	
able	to	strike	a	chord	in	Africa	that	Western	countries	have	long	failed	to	do.	Its	
non-intervention	policy,	allowing	each	country	to	choose	its	own	development	
path,	goes	down	well	with	many	African	governments	that	are	weary	of	decades	of	
colonial	and	post-colonial	interference.	They	need	cash,	which	the	Chinese	have,	
and	they	have	the	resources	that	the	Chinese	need.	The	solutions	offered	by	the	
Chinese	are	affordable	and	their	quality	is	rapidly	improving.	Chinese-built	roads	
are	much	better	now	than	they	were	a	decade	ago.	Finally,	it	may	be	that	in	various	
ways	the	Chinese	way	of	doing	business	is	more	similar	to	the	African	way	than	the	
European	mode.	

Dutch	companies	seem	to	generally	have	adopted	the	‘critical	perspective’.	Many	
are	concerned	about	the	negative	impacts	of	Chinese	deals	on	the	environment	
and	on	the	overall	development	of	Africa.	They	see	their	long-standing	
relations	being	eroded	as	a	result	of	the	stronger	bargaining	position	of	African	
governments.	Firms	supplying	goods	and	services	to	Africa	are	particularly	
troubled	(see	box	3).

We are very happy about the improved 
infrastructure in this country, especially the 
Chinese roads, which are helping us to reach our 
customers more efficiently.’ 
— Manager of a large Dutch firm 

More	appreciative	views	of	China’s	activities	are	also	reflected	in	our	survey,	
although	to	a	lesser	extent.	Firms	that	focus	on	African	markets,	and	thus	depend	
on	roads,	ports	and	other	infrastructure	to	get	their	products	to	their	consumers,	
tend	to	be	more	positive	about	Chinese	endeavours.

‘
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A more strategic focus needed 

Although	their	shares	in	total	trade	and	FDI	may	still	be	modest,	the	figures	leave	
no	room	for	doubt:	the	new	foreign	powers	of	the	BRIC	countries	in	Africa	are	to	be	
taken	seriously.	Their	approach	is	driven	by	dedication	and	a	long-term	vision.	They	
explicitly	include	sub-Saharan	Africa	in	their	strategic	plans.	Many	Western	firms,	in	
contrast,	display	Calimero-like	behaviour,12	complaining	that	big	newcomers	like	
China	are	not	playing	the	competitive	game	fairly.	Whether	or	not	this	is	the	case	is	
currently	the	subject	of	debate	among	academics.	

In	Part	I	we	identified	three	risk	dimensions:	operational,	strategic	and	sustainability	
risks.	The	challenge	of	the	BRICs	is	primarily	operational	and	somewhat	strategic:	
with	relatively	smaller	administrative	and	economic	distances	between	them	
and	sub-Saharan	Africa	compared	with	the	Netherlands,	BRIC	companies	are	
increasingly	able	to	seize	short-term	competitive	advantages.	Some	Western	
firms	cry	‘foul’	when	BRIC	companies	use	their	political	bargaining	power	to	create	
positive	entry	conditions.	

Box 3. Dutch views of China in Africa

Our	survey	of	Dutch	companies	revealed	their	

concerns	about	China’s	involvement	in	Africa:	

•	 	‘The	increasing	influence	of	China	

in	African	countries	and	the	way	it	

is	claiming	natural	resources	(with	

little	local	involvement)	may	create	

problems	in	the	years	to	come.’	

•	 	‘Overall,	I	expect	to	see	progress	in	sub-

Saharan	Africa	for	the	next	5–10	years.	

On	the	other	hand,	the	“Chinese	Safari”	

is	a	problem,	especially	as	they	do	not	

respect	the	environment	and	offer	

heavy	bribes	to	the	local	big	shots.’	

•	 	‘In	our	opinion,	China	will	take	over	a	lot	

of	businesses	related	to	food	supply	in	

Africa	in	the	coming	10	years,	creating	

shortages	of	food	in	Western	markets.’

•	 	‘We	are	seeing	increased	Chinese	

activity	in	the	construction	sector.	

The	reduction	in	tied	aid	from	the	

Netherlands	and	Europe	is	directly	

affecting	our	ability	to	compete.’

•	 	‘Political	stability	and	regulations	

are	very	important	if	we	are	able	to	

develop	our	business	in	Africa.	Without	

them,	China	will	take	over	and	will	rule	

in	the	future	as	they	are	less	concerned	

in	this	than	the	European	companies	in	

our	sector.’

•	 	‘China’s	growing	influence	might	

become	a	problem	for	long-term	

growth,	and	especially	for	the	

distribution	of	wealth	to	a	broader	

group	of	people.	It	often	looks	like	

the	Chinese	only	have	one	real	aim:	

bringing	wealth	to	China.’

Source:	our	survey.
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Some	observers,	however,	tend	to	forget	that	the	strategies	used	by	many	Western	
companies	to	enter	African	market	have	been	just	as	‘unfair’	as	the	ones	they	
reproach	Chinese	companies	for	using.	Western	firms	are	therefore	forced	to	move	
beyond	their	traditional	competitive	positions,	by	focusing	not	only	on	operational,	
but	in	particular	also	on	strategic	and	sustainability	advantages.	

This	requires	Western	firms	to	adopt	more	sophisticated,	more	integrated	and	
ultimately	more	strategic	approaches.	The	Calimero	effect	may	indicate	that	
they	are	denying	the	new	rules	of	the	game.	Many	firms	have	employed	growth	
strategies	that	focus	on	emerging	markets	in	Latin	America	and	Asia,	which	are	
in	some	respects	easier	to	enter,	and	regard	Africa	as	a	relatively	unimportant	
peripheral	market	that	has	little	strategic	relevance.	The	difference	between	the	
aggressive	strategies	of	newcomers	and	the	‘wait	and	see’	attitude	of	European	
multinationals	is	considerable.13	

This	fundamental	difference	in	strategic	outlook	is	illustrated	by	a	recent	survey	
by	Ernst	&	Young	of	the	opinions	of	corporate	leaders	of	Western	and	non-
Western	companies.14	About	75%	of	the	more	than	500	respondents	saw	major	
opportunities	in	Africa.	This	optimistic	figure	is	dampened	by	the	responses	of	
European	business	leaders:	only	half	of	them	saw	growth	opportunities	in	Africa,	
compared	with	84%	of	leaders	from	emerging	countries.	Another	finding	from	
the	survey	revealed	that	emerging	market	investors	regard	Africa	as	critical	for	
maintaining	their	own	growth,	whereas	developed	market	investors	see	it	as	a	
potential	future	market	that	still	needs	to	develop.	

Regarding	the	perceived	barriers	to	invest	in	Africa,	we	compared	the	findings	of	
the	E&Y	study	and	our	own	survey,	and	found	commonalities	and	some	interesting	
differences	(figure	1).	The	E&Y	survey	respondents	felt	that	unstable	political	
environments	present	the	single	largest	barrier	to	investing	in	Africa,	followed	
by	corruption,	weak	security	and	poor	infrastructure.	The	Dutch	entrepreneurs	
in	our	survey	gave	a	comparable	ranking	of	the	barriers	(at	least	in	the	highest	
ranked	categories),	but	they	were	generally	more	negative	about	them.	
Dutch	entrepreneurs	consider	corruption	more	problematic	than	the	political	
environment,	find	the	poor	infrastructure	and	lack	of	education	more	important	
than	security,	and	seem	to	have	greater	problems	with	differences	in	values,	
business	culture,	and	consequently	work	ethics.	For	Dutch	entrepreneurs,	finding	
customers	is	less	of	an	obstacle	than	it	is	for	businessmen	from	other	countries.	
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Figure	1.	Barriers	to	investing	in	Africa.		

Top:	Ernst	&	Young	survey	of	170	executives;	bottom: our	survey	of	109	Dutch	companies.	

Sources:	Ernst	&	Young	(2011b)	Africa Attractiveness Survey	2011;	our	survey.
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Growing African confidence

Africa’s	abundant	natural	resources	have	always	been	of	interest	to	foreign	
companies,	but	the	demand	has	never	been	as	high	as	in	recent	years.	The	rapid	
pace	of	urbanization	and	industrialization	in	China,	India	and	Brazil	has	spurred	
the	pursuit	of	both	‘hard’	(e.g.	oil	and	minerals)	and	‘soft’	commodities	(e.g.	coffee,	
cacao	and	soya).	Since	2000,	this	development	has	driven	the	prices	of	African	
commodities	upwards,	thereby	supporting	the	growth	of	African	economies.	

With	economic	growth,	a	new	form	of	self-confidence	emerged.	One	consequence	
of	the	rush	to	African	for	commodities,	which	has	been	noted	by	commentators	
such	as	Dambisa	Moyo,	is	that	the	attitude	of	African	governments	towards	foreign	
powers	has	changed.	They	have	become	more	critical	of	the	former	colonial	powers	
and	their	aid	strategy,	while	more	positive	about	newcomers	such	as	China	and	
Brazil.15	The	Ethiopian	government,	for	instance,	has	imposed	restrictions	on	the	aid	
provided	by	Western	donors,	but	has	invited	the	Chinese	to	finance	and	construct	
the	new	African	Union	headquarters	in	Addis	Ababa.	

Another	expression	of	the	increased	self-confidence	is	the	ascendancy	of	South	
African	multinationals.	In	2011,	the	Boston	Consulting	Group’s	list	of	the	top	100	
Global	Challengers	–	‘companies	based	in	rapidly	developing	economies	that	
are	shaking	up	the	established	economic	order’	–	featured	three	South	African	
companies	(table	5).	Not	included	in	the	list	were	two	other	companies,	Anglo-
American	(a	diversified	mining	company	and	the	world’s	largest	producer	of	
platinum	and	diamonds)	and	SABMiller	(the	world’s	second-largest	beer	brewer),	
that	originated	in	South	Africa	but	are	now	so	large	that	they	could	hardly	be	
described	as	‘global	challengers’.	

Company
Revenues

(US$	billion)

Bidvest	Group	–	the	largest	food	distribution	company	outside	the	US,	

involved	in	food	services,	freight,	manufacturing	and	automobile	sales.	

14.4	(2010)

Sappi	–	a	leading	producer	of	several	types	of	fine	paper,	most	facilities	

located	in	Europe	and	North	America

5.3	(2009)

Sasol	–	the	world’s	largest	producer	of	synthetic	fuel	and	one	of	the	largest	

coalmining	companies	

16.1	(2010)

Source:	BCG	Global	Challengers	2011.

Table	5.	South	African	Global	Challengers.	
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The	economic	upturn	has	also	contributed	to	the	growing	confidence	of	African	
consumers.	As	the	case	studies	in	Part	IV	of	this	book	illustrate,	a	number	of	Dutch	
companies	have	learned	the	hard	way	that	they	must	take	African	consumers	very	
seriously.	After	being	criticized	for	introducing	an	outmoded	version	of	its	satellite	
navigation	devices	to	the	South	African	market,	TomTom	is	now	offering	its	most	
advanced	technology.	After	realizing	that	it	cannot	serve	African	consumers	if	it	
does	not	completely	incorporate	their	demands,	Unilever	has	decentralized	its	
research	and	development	(R&D)	department	for	African	products	to	the	region.	
Vlisco,	a	producer	of	fashion	fabrics,	is	running	flagship	stores	in	Kinshasa,	DR	
Congo,	and	Lagos,	Nigeria,	where	consumers	have	asked	whether	the	prices	of	
its	luxury	handbags	could	be	raised	as	they	would	like	them	to	be	even	more	
exclusive.	

All	of	these	developments	indicate	that	Africa	is	becoming	a	contested	area	with	
tougher	competition	and	a	changing	international	division	of	labour.	This	change	is	
something	that,	in	our	view,	many	Dutch	entrepreneurs	underestimate.	

There	is	another	reason	why	optical	illusions	may	thwart	the	efforts	of	the	Dutch	
private	sector	to	take	full	advantage	of	the	opportunities	in	Africa:	their	perception	
of	the	continent	needs	updating.	
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3	 Outdated	perceptions	of	Africa

Various	academic	studies	have	shown	that	the	way	consumers	evaluate	a	product	
and	decide	what	to	purchase	is	influenced	by	their	image	of	the	country	that	
manufactured	or	produced	it.	International	business	has	also	been	proven	to	be	
affected	by	this	‘country	of	origin	effect’.	The	success	of	investments	in	foreign	
countries	depends,	among	other	things,	on	how	the	public	at	home	regards	
such	endeavours.	There	is	no	way	that	a	publicly	quoted	firm	can	ignore	negative	
feelings	of	its	financiers	and	shareholders	about	an	investment	project.	It	may	
be	different	for	small	or	family-owned	firms,	but	their	willingness	to	engage	
in	business	in	Africa	will	also	be	influenced	by	the	way	the	region	is	discussed	
(‘framed’)	in	the	media.	Positive	framing	of	a	country	or	continent	enhances	the	
likelihood	that	a	company	will	be	prepared	to	invest	there,	while	negative	framing	
influences	the	speed	with	which	the	company	will	be	inclined	to	withdraw.	

The	image	of	a	country	is	a	‘simplification	of	a	large	number	of	connotations	and	
data	associated	with	a	place.	They	are	dated	and	based	on	exceptions	rather	than	
on	patterns,	on	impressions	rather	than	on	facts’.16	
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Country	images	have	a	function:	they	enable	us	to	get	a	grasp	on	the	complex	
world	(see	figure	2).	Whether	or	not	those	images	are	correct,	they	tend	to	be		
very	persistent.

In	this	chapter,	we	look	at	sub-Saharan	Africa	according	to	the	rest	of	the	world.	We	
investigate	the	image	frame	of	sub-Saharan	Africa	from	three	perspectives:	that	of	
the	media	in	various	countries,	and	of	the	two	groups	of	actors	most	involved	in	
the	continent	–	non-profit	organizations	and	firms.	

The media perspective: diverse framing

In	order	to	find	out	how	the	image	of	Africa	in	the	media	influences	company	
investment	decisions,	we	compared	the	public	framing	in	four	countries:	the	
UK,	the	USA,	India	and	the	Netherlands.	For	the	period	2005–2011,	we	counted	
the	number	of	times	that	the	words	‘Africa’	and	‘sub-Saharan	Africa’	were	used	in	
leading	newspapers	and	examined	their	context.	We	then	constructed	word	clouds	
that	reveal	the	words	most	frequently	used	in	the	titles	of	newspaper	articles	
(figure	3).17	This	exercise	yielded	a	number	of	interesting	insights.

•  Both ‘Africa’ and ‘sub-Saharan Africa’ are portrayed as hopelessly problematic
In	all	newspapers,	the	prevailing	image	of	(sub-Saharan)	Africa	is	one	of	a	
region	riddled	with	instability	and	insecurity,	in	need	of	foreign	aid,	where	the	
basic	needs	of	people	remain	unmet.	In	the	international	English-language	
media,	Africa	is	most	often	mentioned	in	relation	to	oil	(320+	articles),	HIV/Aids	
(204),	crisis	(130),	help	(130)	and	fighting	(129).	Zimbabwe,	Nigeria,	DR	Congo,	
Sudan	(Darfur)	and	Kenya	figured	most	prominently	in	the	media	coverage,	and	
hardly	ever	for	positive	reasons.	

•	 	‘Sub-Saharan Africa’ tends to be more negatively portrayed than ‘Africa’ as a whole.	
Africa	includes	53	countries,	i.e.	sub-Saharan	Africa	plus	Morocco,	Algeria,	
Tunisia	and	Egypt.	Now	that	most	North	African	countries	are	surrounded	by	
hope	(and	related	conflicts)	as	a	result	of	the	Arab	spring,	this	has	brought	with	
it	a	somewhat	more	positive	image	in	the	media.	

•	 	(Sub-Saharan) Africa is increasingly associated with positive concepts.	Towards	
the	end	of	the	period	2005–2011,	we	note	that	sub-Saharan	Africa	became	more	
associated	with	concepts	such	as	growth,	peace,	progress,	emerging,	recovery,	
development,	developing,	reform	and	potential.	In	this	period,	articles	about	
Africa	in	the	international	English-language	media	also	mentioned	markets	
(122)	and	growth	(90).	Topics	that	were	received	less	coverage	included	progress	
(41)	and	investment	(48).
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•	 	But the media directly qualify positive news.	A	random	sample	of	50	of	the	
total	1480	‘positive’	articles	from	2007,	the	year	with	the	highest	percentage	
of	‘positive’	references,	painted	an	interesting	picture.	Many	of	the	articles	
were	positive,	but	only	to	a	certain	degree.	The	prevailing	view	was	that	
matters	in	sub-Saharan	Africa	were	not	optimal,	and	there	was	much	room	
for	improvement.	As	an	example,	an	article	in	the	New York Times	(‘World	
Bank	Reports	Progress	in	sub-Saharan	Africa’,	15	November	2007)	highlighted	
the	growth	of	sub-Saharan	African	countries	at	rates	comparable	to	other	
developing	countries,	but	nonetheless	warned	that	Africa	still	has	the	world’s	
highest	poverty	rate’,	and	that	the	‘lack	of	skills,	low	productivity,	red	tape	and	
poor	infrastructure	hobble	business	development’.	In	other	words,	there	is	
potential	for	continued	growth	and	development,	but	only	if	such	barriers	are	
overcome.	

•	 	There are notable differences between countries, and the Indian press is the most 
balanced.	In	the	American	media,	Africa/sub-Saharan	Africa	is	often	mentioned	
in	the	context	of	diseases	and	health	issues,	in	particular	HIV/Aids,	and	tend	not	
to	mention	specific	companies.	In	the	British	media,	oil	interests	and	‘aid	issues’	
are	given	the	most	coverage.	Articles	tend	to	refer	to	specific	countries	(usually	
the	former	colonies)	more	often	than	the	American	press,	but	not	to	specific	
companies.	

The	Dutch	media	refer	to	health	less	frequently	than	their	Anglo-Saxon	
counterparts,	highlighting	instead	structural	issues	such	as	hunger,	poverty,	
development	aid	(and	also	aid	money)	and	crises.	The	Dutch	media	show	more	
interest	in	specific	companies	and	countries,	such	as	Shell	in	Nigeria.	

The	most	balanced	media	coverage	is	found	in	the	Indian	media.	The	words	that	
are	most	frequently	used	with	‘Africa’	relate	to	‘oil’,	‘growth’	and	‘invest/ment(s)’.	
Indian	companies	are	also	often	mentioned,	such	as	Tata	(a	large	multinational	
conglomerate	active	in	steel,	ICT,	services,	energy,	automotive,	consumer	products	
and	much	more)	and	Bharti	Airtel	(a	mobile	telecommunications	company	
operating	in	17	countries	that	claims	to	serve	50	million	customers	in	Africa).	The	
Indian	media	tend	not	to	focus	on	specific	countries.	Alongside	‘sub-Saharan	Africa’,	
the	Indian	press	also	mentions	hunger,	aids,	crisis	and	poverty,	but	to	more	or	less	
the	same	extent	as	more	positive	issues.	This	balanced	reporting	is	bound	to	have	a	
positive	influence	on	Indian	readers’	views	of	the	investment	climate	in	Africa.	

The	analysis	did	not	include	the	Chinese	(state-owned)	media,	but	we	suspect	that	
their	coverage	of	sub-Saharan	Africa	gives	an	even	more	positive	picture	of	Africa.	
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The	media	analysis	prompted	another	observation:	for	Western	media,		
(sub-Saharan)	Africa	remains	far	away.	The	more	distant	a	country	is	from	the	
public	perception,	the	more	only	negative	(disaster)	news	is	reported	by	the	media.	
Positive	news	tends	to	be	related	to	less	distant	countries	or	more	familiar	subjects,	
such	as	the	World	Cup	in	South	Africa.	The	skew	in	Western	coverage	towards	
negative	connotations	thus	indicates	a	relatively	large	perceived	distance	between	
the	West	and	Africa.	

Figure	3.	Skewed	images	of	‘Africa’	and	‘sub-Saharan	Africa’	.

The	Dutch	perspective

Africa sub-Saharan	Africa

The	Indian	perspective

Africa sub-Saharan	Africa

The	British	and	American	perspectives

The	British	perspective

sub-Saharan	Africa

The	American	perspective

sub-Saharan	Africa



72	|	PART	II:	Challenges

The NGO perspective: critical framing

The	perception	of	Africa	in	the	Netherlands	is	to	a	large	extent	influenced	by	the	
media.	But	journalists	do	not	get	their	information	from	nowhere.	The	successful	
issue-setting	and	advocacy	by	non-governmental	organizations	(NGOs)	in	recent	
decades	have	contributed	to	the	image	of	Africa	as	a	needy,	destitute	continent.

Dutch	charity	organizations	have	been	active	in	Africa	for	decades.	More	than	
300	Dutch	NGOs	are	currently	working	to	further	international	development.18	
Together,	they	spend	over	€0.5	billion	per	year	on	programmes	to	improve	the	
living	conditions	of	people	in	poor	countries.

The	critical	way	of	‘framing	Africa’	by	NGOs	has	long	made	sense,	as	these	
organizations	exist	to	point	out	the	needs	and	challenges	of	the	disadvantaged.	
However,	they	have	realized	that	their	interventions	may	not	be	the	most	
constructive	and	effective	ways	to	further	development.	Aware	that	the	negative	
image	of	Africa	holds	back	precisely	those	actors	(the	private	sector)	that	could	
effectively	bring	about	change,	they	are	beginning	to	change	their	communication	
strategies	and	to	explore	more	collaborative	modes	of	working	that	cut	across	
sectors	and	ideologies.	More	and	more	NGOs	and	firms	are	forming	partnerships	
with	public	and	private	partners	–	not	least	because	their	financers	require	them		
to	do	so.	

Perceptions	of	Africa	influence	the	investment	(or	divestment)	decisions	of	
companies,	as	argued	in	this	book.	But	country	images	also	guide	the	decisions	
of	non-profit	organizations,	in	particular	how	they	select	the	countries	and	areas	
in	which	they	work.19	In	a	study	of	61	international	development	NGOs,	diplomat	
and	researcher	Dirk-Jan	Koch	found	that	two-thirds	worked	in	‘donor	darlings’	
such	as	Kenya	and	Uganda,	compared	with	just	a	few	in	the	‘donor	orphans’	such	
as	the	Central	African	Republic	(CAR)	and	Côte	d’Ivoire.	Despite	the	fact	that	the	
CAR	is	about	three	times	poorer	than	Tanzania,	in	2005	it	received	about	€1	million	
in	development	aid,	compared	with	€70	million	for	Tanzania.	In	view	of	the	NGOs’	
mission	to	assist	the	most	needy,	one	would	have	expected	they	would	prioritize	
the	Central	African	Republic.	

Koch	showed	that	perception	provided	a	good	explanation	for	this	
disproportionate	distribution	of	aid.	The	negative	image	of	the	Central	African	
Republic	deterred	international	organizations	from	becoming	involved	in	the	
country,	while	the	positive	image	they	had	of	Tanzania	did	the	reverse.	In	short,	
the	factors	that	attract	NGOs	to	a	country	resemble	those	that	pull	companies:	the	
availability	of	knowledge,	infrastructure,	educated	personnel,	and	the	availability	of	
support	services	such	as	accountants	and	transportation.	
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The firm perspective: positive and neutral framing

The	third	perspective	we	explore	is	the	corporate	view.	How	do	companies	regard	
and	communicate	about	Africa?

Corporate	statements	about	an	issue	or	topic	are	the	expression	of	the	‘frame’	
in	which	the	leadership	of	a	company	looks	at	an	issue.	That	frame	indicates	the	
level	of	awareness,	but	also	gives	a	hint	of	the	strategic	importance	the	company	
attaches	to	that	issue.	The	exact	formulation	of	a	corporate	statement	provides	the	
frame	in	which	managers	of	the	company	are	able	to	address	an	issue	and	can	be	
held	accountable	at	shareholder	meetings.	

To	examine	these	frames,	we	studied	the	2011	annual	and	corporate	social	
responsibility	(CSR)/sustainability	reports	of	50	Dutch	companies	listed	on	the	
Amsterdam	Stock	Exchange.	From	these	reports,	it	appears	that	the	companies	are	
generally	attentive	to	and	interested	in	sub-Saharan	Africa.	Only	10	out	of	the	50	
companies	included	no	reference	to	the	continent.	

In	the	40	company	reports	that	did	mention	the	continent,	the	references	to	Africa	
can	be	grouped	into	four	recurring	themes:	investment/opportunities,	challenges/	
risks/	barriers,	responsibility/development	and	natural	resources	(see	table	6).	It	
seems	that	leading	Dutch	companies	have	no	trouble	recognizing	investment	and	
development	opportunities	in	sub-Saharan	Africa,	and	acknowledge	that	they	
(may)	lead	to	the	development	of	long-term	business	ventures.	On	paper,	there	is	a	
much	greater	focus	on	investment	and	opportunities	than	on	the	challenges,	risks	
and	barriers.	This	is	understandable,	as	the	purpose	of	annual	reports,	in	addition	
to	ensuring	accountability,	is	to	reassure	investors	and	shareholders.	Unlike	the	
readers	of	media	reports,	these	audiences	prefer	to	hear	the	positive	side	of	things.	

Under	the	theme	‘responsibility/development’,	the	picture	is	more	diffuse.	Some	
companies	recognize	that	they	have	a	responsibility	to	contribute	to	African	
development,	for	which	they	may	have	established	a	separate	foundation	and	
describe	their	activities	in	their	CSR	reports.	Others	have	incorporated	these	
responsibilities	into	their	strategic	plans;	Unilever,	for	example,	has	committed	itself	
to	obtaining	100%	of	its	agricultural	raw	materials	from	sustainable	sources,	and	to	
improving	the	livelihoods	of	500,000	smallholder	farmers	and	750,000	small-scale	
distributors	by	2020.20	
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Investments/opportunities

Heineken ‘Revenue	development	will	continue	to	be	supported	by	an	ongoing	shift	towards	

higher	growth	economies	in	Africa,	Latin	America	and	Asia.’	(Annual	Report	2011,	p.10)

Unilever Driven	by	markets	like	India,	China,	Turkey	and	South	Africa	–	all	of	which	grew	by	

double	digits	–	our	emerging	markets	business	grew	by	11.5%	and	now	accounts	

for	54%	of	Unilever’s	turnover.’	(p.4).	‘We	want	to	[be]	reaching	wide,	taking	our	

brands	to	new	geographies	like	Central	Africa.’	(Annual	Report	2011	p.14).

Challenges/risks/barriers

AkzoNobel ‘Unfavourable	political,	social	or	economic	developments	and	developments	in	

laws,	regulations	and	standards	could	adversely	affect	our	business	and	results	

of	operations.	Our	aspirations	to	fuel	growth	in	high	growth	markets	–	double	

revenue	in	China,	create	a	significant	footprint	in	India,	outgrow	competition	in	

Brazil	and	expand	in	the	Middle	East	and	sub-Saharan	Africa	–	will	further	expose	

us	to	these	risks.’	(Annual	Report	2011,	p.88)

Unilever ‘In	2011,	more	than	half	of	Unilever’s	turnover	came	from	emerging	markets	

including	Brazil,	India,	Indonesia,	Turkey,	South	Africa,	China,	Mexico	and	Russia.	

These	markets	offer	greater	growth	opportunities	but	also	expose	Unilever	to	

economic,	political	and	social	volatility	in	these	markets.’	(Annual	Report	2011,	p.31)

Responsibility/development	

Reed	

Elsevier

‘LexisNexis	South	Africa	[…]	provided	pro-bono	assistance	to	the	governments	of	

Kenya,	Nigeria,	Malawi,	Ghana,	Mauritius,	Swaziland,	and	The	Gambia	by	updating	

and	publishing	their	laws/law	reports’.	(CSR	Report	2011,	p.15)	

Ahold ‘The	goal	of	the	Albert	Heijn	Foundation	is	to	improve	the	future	prospects	of	

the	African	fruit	and	vegetable	producers	of	Albert	Heijn,	including	the	workers	

themselves,	their	families,	and	the	local	communities	where	they	operate.’	(p.20).	

‘The	Albert	Heijn	Foundation	raised	€679,413	to	benefit	Ahold	Europe’s	suppliers	

in	African	countries	in	2011.’	(CSR	Report	2011,	p.40)

Heineken ‘In	Africa	we	have	set	a	goal	of	boosting	the	level	of	locally	sourced	raw	materials	

to	60	per	cent	in	2020,	in	order	to	reduce	our	carbon	footprint	and	develop	the	

local	economy.’	(Heineken	Sustainability	Report	2011,	p.67)

Natural	resources

Vopak ‘Growth	opportunities	in	market	segments	(e.g.	LNG	and	crude	oil)	and	market	

areas	(e.g.	China,	United	States,	Brazil	and	Africa).’	(Annual	Report	2011,	p.28)

Boskalis ‘In	West	Africa,	where	we	have	successfully	been	providing	dredging	and	terminal	

services	for	many	decades,	we	see	opportunities	for	growth	in	transport	&	heavy	

lift.	We	see	growth	opportunities	for	Smit	Lamnalco	in	regions	such	as	the	Middle	

East,	West	Africa,	Russia	and	Australia,	with	the	primary	focus	being	on	the	oil	and	

gas	market.’	(Annual	Report	2011,	p.15)

Fugro ‘Many	of	the	offshore	exploration	and	development	activities,	especially	those	related	

to	deepwater	projects,	take	place	in	the	Gulf	of	Mexico,	West	Africa	and	Brazil.	This	

activity	will	increase	as	most	of	the	so-called	‘easy	oil’	has	been	found.	Frontier	areas	

that	are	developing	are	in	the	Arctic	and	East	Africa.’	(Annual	Report	2011,	p.32)

Table	6.	Corporate	frames:	examples	of	references	to	Africa	in	Dutch	company	reports
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4	 	Sub-optimal	diplomatic	
framework

We	started	Part	II	by	asking	whether	the	Dutch	private	sector	is	seizing	the	
opportunities	available	in	sub-Saharan	Africa.	We	have	seen	that	compared	to	its	
European	and	Northern	American	counterparts,	the	position	of	the	Netherlands	
is	relatively	strong,	but	is	weakening	when	compared	to	new	contenders	from	
emerging	economies	such	as	China	and	Brazil.	The	involvement	of	the	Dutch	
private	sector	in	Africa	is	limited	to	a	few	sectors	and	a	few	countries,	which	
indicates	that	there	still	is	a	world	to	win	in	view	of	the	opportunities	highlighted	
in	Part	I.	The	negative	framing	of	Africa	in	the	media	and	the	relentless	attention	to	
poverty,	hunger	and	conflict	drawn	by	NGOs	over	many	years,	have	undoubtedly	
influenced	the	perception	of	entrepreneurs.	Many	still	consider	the	distance	
between	the	Netherlands	and	Africa	too	large	for	successful	entrepreneurship.	

But	what	is	the	position	of	the	Dutch	government	in	this?	What	is	the	government	
doing	to	encourage	business	activities	in	Africa?	In	this	chapter	we	look	at	the	
diplomatic	framework,	and	ask	whether	economic	diplomacy,	multilateral	and	
bilateral	agreements	are	effectively	supporting	Dutch	companies.

Economic diplomacy to mitigate risks

Doing	business	in	another	country	is	an	endeavour	that,	almost	by	definition,	
generates	risks.	The	relatively	weak	and	often	unstable	institutions	in	sub-Saharan	
Africa	create	particular	challenges	that	force	firms	to	choose	among	one	of	three	
strategies:

•	 	Avoid	the	risks	by	ignoring	the	region	altogether.	Indeed,	many	Dutch	
companies	have	adopted	such	a	risk aversion strategy,	as	we	will	see	in	Part	III.	

•	 	Accept	the	risks,	but	try	to	contain	them,	using	political	influence	as	a	hedge	
against	risks	that	cannot	be	avoided	with	traditional	methods	such	as	
insurance.	This	risk containment	option	is	particularly	open	to	powerful	foreign	
firms.21	But	there	are	some	drawbacks,	such	as	the	risk	of	corruption	and	the	
potential	damage	to	the	company’s	reputation	in	the	home	market.	

•	 	Accept	the	risks,	and	try	to	reduce	them	by	means	of	economic	diplomacy.	
This	risk mitigation	option	offers	a	framework	to	deal	with	the	diverse	and	
often	volatile	institutional	conditions	across	the	region.	Economic	diplomacy	is	
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increasingly	becoming	relevant,	however,	as	new	contenders	–	particularly	from	
China,	but	also	Brazil	and	India	–	are	entering	the	continent	in	coalition	with	
their	own	governments.	

Economic	diplomacy	is	the	use	of	government	relations	and	influence	to	support	
international	trade	and	investment.22	The	general	vehicles	of	economic	diplomacy	
are	embassies,	consulates	and	other	diplomatic	outposts	that	implement	
multilateral	and	bilateral	treaties.	In	the	following	two	sections,	we	investigate	to	
what	extent	the	economic	diplomatic	framework	helps	Dutch	companies	to	do	
business	in	Africa.	

Scattered multilateral ties 

The	Dutch	relationship	with	sub-Saharan	Africa	is	to	a	considerable	degree	shaped	
by	a	number	of	multilateral	agreements	between	African	governments	and	
international	organizations	such	as	the	United	Nations,	the	International	Monetary	
Fund,	the	World	Bank,	the	European	Union	and	the	African	Development	Bank.	This	
multilateral	framework	for	promoting	multilateral	aid	and	trade	with	sub-Saharan	
Africa	is	highly	complex,	and	the	Netherlands	has	only	a	minority	voting	power.	
Multilateral	diplomacy	is	thus	a	rather	indirect	way	to	mitigate	the	risks	facing	
Dutch	businesses	in	Africa.	

Multilateral	agreements	provide	a	support	framework	through	which	large	sums	of	
money	are	channelled.	This	offers	opportunities	for	private	sector	actors.	However,	
the	way	the	agreements	are	structured	is	not	necessarily	aligned	with	the	interests	
of	firms.	

Official development assistance
For	a	long	time,	aid	used	to	be	the	largest	flow	of	money	into	Africa.	Since	the	
1970s,	aid	to	Africa	has	quadrupled	from	around	US$	11	billion	to	US$44	billion.23	
Although	foreign	direct	investments	and	remittances	have	recently	overtaken	
official	development	assistance	(ODA),	the	volumes	remain	enormous.	

Until	recently,	most	ODA	was	‘tied’,	meaning	that	the	recipient	countries	were	
expected	to	use	the	money	to	purchase	goods	and	services	from	the	donor	
country.	With	the	Netherlands	government	being	one	of	the	largest	donors,	this	
arrangement	used	to	be	beneficial	for	Dutch	entrepreneurs.	

However,	the	relationship	between	ODA	money	and	trade	interests	has	
weakened.	In	2001,	members	of	the	Organisation	for	Economic	Co-operation	and	
Development	(OECD)	agreed	that	aid	to	the	least	developed	countries	(LDCs)	had	
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to	be	‘untied’	in	order	to	limit	market	distortions.	Recipient	countries	were	thus	
given	more	freedom	to	choose	how	to	spend	their	resources	in	the	most	cost-
effective	way.	In	practice,	this	means	that	an	African	government	can	now	contract	
a	Dutch	firm	while	paying	with	American	funds,	but	also	that	Chinese	firms	can	be	
contracted	with	Dutch	development	assistance	funds.	China	is	not	a	member	of	the	
OECD	and	is	not	bound	by	these	international	agreements.

Trade agreements
Trade	agreements	can	be	quite	useful	for	Dutch	companies,	as	they	are	known	as	
effective	measures	to	mitigate	business	risks.	Unfortunately,	there	are	many	such	
agreements,	and	they	do	not	cover	all	African	countries.	

For	instance	the	Multilateral Investment Guarantee Agency	(MIGA),	a	World	Bank	
affiliate,	helps	to	promote	foreign	direct	investment	in	developing	countries	by	
offering	political	risk	insurance	guarantees.	The	insurance	schemes	are	not	very	
popular	among	Dutch	companies	though.	In	the	period	1996–2012,	the	MIGA	
insured	163	projects	in	sub-Saharan	Africa,	of	which	just	four	involved	Dutch	
investors24	in	only	four	countries	(Ghana,	Ethiopia,	South	Africa,	Benin).	

The	World Trade Organization	(WTO)	also	has	an	influential	role	in	shaping	
international	trade	rules.	Since	1995,	the	WTO	has	been	working	on	the	abolition	of	
non-reciprocal	and	discriminating	preferential	trade	practices.	For	instance,	the	
WTO	has	compelled	the	European	Union	to	phase	out	the	Cotonou	Agreement,	its	
key	preferential	trade	agreement	under	which	exports	−	primarily	commodities	–	
from	the	former	colonies	in	Africa	had	duty-free	access	to	EU	markets.

Since	the	beginning	of	the	millennium,	the	European	Union	has	been	negotiating	
so-called	Economic	Partnership	Agreements	(EPAs)	with	African	and	other	
countries.	The	agreements	would	provide,	for	instance,	duty-	and	quota-free	access	
to	EU	markets	for	African	countries.	In	May	2012,	the	first	interim	EPA	was	concluded	
between	the	EU	and	Mauritius,	Madagascar,	the	Seychelles	and	Zimbabwe.	But	
most	other	African	countries	have	been	very	reluctant	to	enter	into	EPAs.	The	most	
important	reason	is	that	EPAs	are	reciprocal	and	require	Africa	also	to	open	up	
their	markets	to	European	products,	something	that	was	not	required	under	the	
Cotonou	Agreement.	Because	the	EPAs	represent	a	weakening	of	the	terms	of	trade	
for	African	economies,	it	is	not	very	likely	that	many	will	be	concluded.	

The	incentives	for	African	regional	integration	will	not	be	externally	triggered,	
but	will	have	to	come	from	within.	The	existing	‘spaghetti	bowl’	of	relatively	weak	
regional	agreements	(see	Part	I)	is	therefore	likely	to	continue.	
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Bilateral ties are fragmented

In	addition	to	multilateral	relations,	the	Dutch	government	has	regulated	its	
involvement	in	sub-Saharan	Africa	through	bilateral	agreements.	Bilateral	
diplomatic	relations	give	more	direct	possibilities	to	mitigate	business	risks.	

There	are	some	19	Royal	Netherlands	Embassies	and	14	consulates	operating	in	sub-
Saharan	Africa,	although	the	Dutch	government	has	recently	begun	to	close	down	a	
number	of	them.	In	some	countries	there	are	both	embassies	and	consulates,	whose	
work	may	overlap,	but	in	11	countries	there	is	neither.	The	Ministry	of	Economic	Affairs	
has	set	up	a	network	of	50	Netherlands	Business	Support	Offices	(NBSOs)	to	assist	
Dutch	businesses	in	ten	countries,	none	of	them	in	sub-Saharan	Africa.	

There	are	two	types	of	bilateral	treaty	that	substantially	reduce	the	risk	of	doing	
business	in	unstable	countries:	

•	 	Bilateral Investment Treaties	(BITs)	are	intended	to	protect	the	interests	of	investors	in	
the	African	host	country	–	for	instance	protection	against	nationalization.

•	 	Double Taxation Treaties	(DTTs)	are	intended	to	prevent	corporations	having	to	
pay	taxes	twice	–	in	the	country	of	registration	and	the	host	country.

The	Netherlands	has	signed	21	BITs	with	various	countries.	In	five	of	these	–	
Malawi,	Nigeria,	South	Africa,	Zambia	and	Zimbabwe	–	it	has	also	signed	DDTs.	
Interestingly,	Malawi	has	both	treaties	but	no	diplomatic	representation.

With	28	African	countries,	the	Netherlands	government	does	not	have	any	bilateral	
agreement.	In	nine	of	these,	there	is	neither	a	(honorary)	consulate	nor	an	embassy	
(figure	4).	From	an	economic	diplomacy	point	of	view,	these	countries	are	very	risky	
to	operate	in.	They	include	the	Central	African	Republic,	Chad,	Comoros,	Eritrea,	
Equatorial	Guinea,	Gabon,	Guinea,	Liberia	and	Mayotte.	All	of	these	countries,	with	
the	exception	of	Gabon,	fall	into	the	category	of	‘farthest’	–	countries	where	the	
distance	from	the	Netherlands	is	greatest	(see	Part	I,	chapter	4).

The five riskiest countries in which to do  
business from an economic diplomacy point of 
view are Comoros, Equatorial Guinea, Gabon, 
Guinea and Mayotte. 
Source: own research
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The	Dutch	diplomatic	gaps	are	partly	covered	by	European	Union	efforts.	
Following	the	entry	into	force	of	the	Lisbon	Treaty	in	2010,	31	European	Commission	
delegations	in	sub-Saharan	Africa	received	full	ambassadorial	status.	These	
delegations	offer	some	form	of	diplomatic	support	for	Dutch	firms	in	countries	
without	an	embassy.	Ironically,	however,	EC	delegations	are	explicitly	forbidden	
to	further	the	interests	of	European	companies,	as	this	is	the	discretion	of	bilateral	
representations…

Many	Dutch	firms	are	unwilling	to	invest	in	or	trade	with	countries	without	
diplomatic	representation.	The	lion’s	share	of	investments,	exports	and	imports	are	
directed	towards	the	five	countries	that	are	covered	by	both	a	bilateral	investment	
treaty	and	a	double	taxation	treaty,	as	shown	in	table	7.	

Bilateral	treaties Embassies	and	(honorary)	consulates

Figure	4.	Bilateral	relationships	between	the	Netherlands	and	sub-Saharan	African	countries	(2012).

Source:	©	Partnerships	Resource	Centre/RSM.

Both embassy 
and consulate

Only embassy

Only consulate

No embassy,
nor consulate

2000 km

Both BIT and DTT

Only BIT

No BIT, not DTT

2000 km

Table	7.	Bilateral	treaties	and	Dutch	economic	activity.

Number	of	countries %	of	total	FDI	 %	of	total	exports %	of	total	imports

Covered	by	BIT	and	DTT	(5) 91% 62% 50%

Covered	by	BIT	only	(16) 3% 21% 32%

Without	bilateral	treaties	(28) 6% 17% 18%

Rob
Sticky Note
no ...  only one period.
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In	summary,	the	diplomatic	framework	offered	by	the	Netherlands	government	
is	more	or	less	effective	in	half	of	the	sub-Saharan	African	countries.	For	Dutch	
companies,	the	risk	of	doing	business	is	significantly	higher	in	at	least	25	African	
countries	where	there	is	no	diplomatic	representation	and/or	no	bilateral	treaty.	
Many	business	opportunities	remain	unexplored	as	a	result.	

In	the	next	chapter	we	explore	the	role	of	the	Dutch	government	in	providing	
financial	support	to	Dutch	companies.	In	Part	V	we	return	to	the	issue	of	economic	
diplomacy	to	explore	what	the	Dutch	government	could	and	should	do	to	support	
Dutch	business	development	in	Africa.	
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5	 The	finance	gap

Finance	is	a	key	issue	in	international	business.	For	an	entrepreneur	with	a	small	
business	wishing	to	export	insulation	material	to	Senegal,	or	a	manager	of	a	large	
family-owned	company	planning	to	build	a	meat	processing	plant	in	Nigeria,	the	
financial	conditions	of	the	transaction	will	to	a	large	extent	determine	the	success	
of	the	endeavour.	The	entrepreneur	will	need	to	have	the	payment	of	his	goods	
insured;	the	family	business	owner	needs	to	find	money,	equity	or	debt,	to	finance	
his	investment	project.	The	global	financial	crisis	has	made	Western	banks	more	
cautious	than	ever.	Their	financial	capacity	has	shrunk	dramatically,	resulting	
in	shrinking	balance	sheets	and	limited	country	lines	for	higher-risk	countries.	
Social	investors	such	as	NGOs	have	entered	the	scene,	but	they	tend	to	focus	their	
investments	on	small	African	entrepreneurs.	
	
What	does	this	mean	for	Dutch	entrepreneurs?	How	easy	is	it	for	them	to	obtain	
finance	for	their	business	activities	in	Africa?	To	what	extent	are	Dutch	banks	and	
the	government	effectively	assisting	entrepreneurs	to	engage	in	the	subcontinent?	
In	this	section	we	analyze	the	financial	framework	supporting	business	in	sub-
Saharan	Africa	and	conclude	that	Dutch	companies,	particularly	small	and	medium	
enterprises	that	plan	to	be	more	active	in	Africa	face	a	finance	gap.

Commercial finance is hard to find

The	historical	strength	of	Dutch	banks	in	trade	finance	used	to	make	them	a	‘force	
to	be	reckoned	with,	either	on	a	bilateral	basis,	or	as	lead-managers,	or	participants	
in	syndicated	trade	finance	loans	for	African	borrowers’.25	Since	the	global	financial	
crisis,	however,	it	has	become	significantly	more	difficult	for	Dutch	companies	to	
obtain	commercial	finance	for	their	activities	in	Africa.

First,	the	commercial	involvement	of	Dutch	banks	in	sub-Saharan	Africa	is	limited.	
Some	banks,	such	as	ING	and	Rabobank,	participate	in	syndicated	loans	for	large	
(over	US$100	million)	agricultural	projects	or	investments	in	oil	and	gas,	but	
these	are	for	specific	deals	that	benefit	only	a	handful	of	large	companies.	Dutch	
banks	do	not	have	a	substantial	physical	presence	on	the	African	continent.	
ABN	AMRO	used	to	have	a	foothold	in	South	Africa	and	Kenya,	but	was	forced	to	
sell	its	branches	when	it	was	acquired	by	Fortis,	the	Royal	Bank	of	Scotland	and	
Banco	Santander	in	2009.	Rabobank	has	minority	shares	in	cooperative	banks	in	
Tanzania,	Zambia,	Mozambique	and	Rwanda,	but	they	focus	primarily	on	providing	
access	to	finance	to	African	citizens.	
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One	notable	exception	is	FMO,	the	Netherlands	Development	Bank,	which	is	51%	
owned	by	the	Dutch	government,	and	was	one	of	the	first	banks	involved	in	private	
equity	in	Africa	(figure	5).	

Between	2001	and	2010,	the	funds	committed	to	Africa	by	FMO	increased	almost	
fivefold,	from	€300	million	to	€1.5	billion	–	at	the	cost	of	Europe,	Central	Asia	and	
Latin	America.	The	share	of	sub-Saharan	Africa	in	FMO’s	portfolio	is	now	over	25%.	
Paul	Wolff,	senior	investment	manager	for	the	Emerging	Markets	Fund	(FOM),	
gives	two	reasons	for	the	growing	importance	of	Africa	in	the	FMO	portfolio:	‘First,	
external	parties	such	as	our	main	shareholder,	the	Ministry	of	Foreign	Affairs,	
wanted	FMO	to	increase	its	loans	to	least	developed	countries.	Hence,	we	are	more	
actively	searching	for	projects	in	Africa	to	meet	our	targets.	Second,	we	notice	that	
the	demand	from	African	companies	is	rising	and	find	that	they	are	increasingly	
knowledgeable	about	how	to	obtain	finance’.	

FMO’s	participation	in	African	companies	in	the	mining	and	banking	sectors,	such	
as	the	Bank	of	Africa	and	the	Ecobank,	have	yielded	positive	returns	of	between	
10%	and	15%	per	annum	in	recent	years.	It	should	be	noted,	however,	that	FMO	
can	borrow	at	low	interest	rates	and	some	of	its	funds	are	100%	guaranteed	by	
the	Dutch	government,	making	it	easier	for	FMO	to	perform	well	in	Africa	than	for	

Figure	5.	FMO’s	African	portfolio,	2001–2010	(%)

Source:	FMO.

0% 

5% 

10% 

15% 

20% 

25% 

30% 

35% 

40% 

45% 

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Africa Asia Europe & Central Asia Latin America Global 



The	finance	gap	|	83	

commercial	banks.	Most	‘ordinary’	Dutch	banks	remain	deterred	by	the	volatility	
of	the	African	markets,	the	weak	regulatory	frameworks	and	the	fear	of	political	
instability.	This	is	despite	the	fact	that	the	credit	ratings	of	many	countries	have	
improved	in	recent	years	(see	box).	

The	reluctance	of	Dutch	banks	to	finance	trade	or	investments	in	Africa	has	been	
fuelled	by	the	stricter	regulations	following	the	Basel	III	accord	–	a	global	standard	
for	bank	capital	adequacy,	stress	testing	and	market	liquidity	risk.	The	standard	was	
developed	in	response	to	the	deficiencies	in	financial	regulation	revealed	by	the	
global	financial	crisis	that	began	in	2007.	

But	the	consequence	of	Basel	III,	according	to	Eelko	Bronkhorst	of	Financial	Access,	
a	financial	advisory	firm	based	in	Amsterdam,	is	that	banks	are	effectively	being	
punished	for	taking	risks.	‘Basel	III	has	led	to	a	drastic	decrease	of	bank	loans	and	
investments	in	higher-risk	countries.	Banks	are	required	to	keep	50%	more	capital	
than	before	when	they	finance	activities	in	Africa’.

In	practice	this	means	that	Dutch	companies,	particularly	SMEs	that	have	neither	
the	capital	nor	the	capacity	to	assume	financial	risks,	find	it	very	difficult	to	secure	
finance	(see	box	5).	Numerous	government	support	programmes	are	available,	
but	many	of	them	require	counter-financing,	which	SMEs	find	difficult	to	arrange.	
Companies	wishing	to	invest	in	projects	in	Africa	that	target	local	markets	have	
more	trouble	finding	finance	than	companies	that	produce	goods	in	Africa	and	
export	them	back	to	Europe,	such	as	flower	producers	in	Kenya	and	Ethiopia.	
Multinationals	typically	finance	their	activities	in	Africa	with	equity,	which	is	
another	reason	why	the	commercial	interest	of	banks	in	Africa	remains	limited.	

Box 4. Credit ratings

African	credit	ratings	reflect	small	

improvements	in	the	business,	financial	

and	economic	conditions,	although	

uncertainties	remain.	Mozambique	and	

Ghana	have	a	B+	credit	rating,	comparable	

to	Ukraine	and	Venezuela.	The	ratings	of	

South	Africa	(A−)	and	Botswana	(A+)	are	

comparable	to	Brazil	(A−)	and	higher	than	

China	(AA−),	India	(BBB+)	and	Russia	(BBB).	

The	BB-ratings	of	Gabon,	Nigeria,	Cape	

Verde	and	Angola	means	that	financial	

commitments	are	met	and	that	the	near-

term	outlook	is	good,	while	long-term	risks	

persist.	

Source:	Standard	and	Poor’s,	November	2012.
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Box 5. The entrepreneur’s dilemma

Dutch	entrepreneurship	in	Africa	is	to	a	

large	extent	characterized	by	trade,	but	

for	a	small	company	it	is	not	possible	to	

fill	an	export	order	if	no	bank	is	willing	to	

guarantee	the	payment.	Typically,	when	

a	Dutch	entrepreneur	receives	an	export	

order	from	a	client	in	Kenya,	say,	he	will	ask	

the	client	to	go	to	a	local	bank	to	issue	a	

payment	obligation,	often	a	letter	of	credit.	

If	the	client’s	company	is	financially	stable,	

obtaining	a	letter	of	credit	is	a	simple	

matter.

The	trouble	arises	when	the	exporter	wants	

to	get	the	letter	of	credit	confirmed	in	the	

Netherlands.	In	the	past,	the	client	might	

have	gone	to	a	local	branch	of	ABN	AMRO	

or	partner	bank	in	Nairobi,	where	obtaining	

the	confirmation	would	have	been	a	mere	

formality.	In	the	current	financial	and	

economic	climate,	however,	the	issuing	bank	

has	difficulty	finding	a	Dutch	bank	willing	

to	assume	the	political	and	commercial	

Confirming	Bank Issuing	Bank

Exporter Importer

6.	Confirms/guarantees	
Issuing	Bank	payment	

obligation

5.	Assumes	
political/commercial	risk

4.	Issues	payment	obligation

1.	Signs	sales	agreement

7.	Ships	goods

3.	Assumes	importer	risk
2.	Requests	opening	of	
a	payment	obligation		
in	favour	of	exporter

risks	attached	to	the	transaction.	When	that	

happens,	the	entrepreneur	is	unable	to	obtain	

a	guarantee	for	the	payment	obligation	of	

the	African	bank.	If	the	export	credit	is	not	

guaranteed,	the	deal	falls	through.

Multilateral	institutions	such	as	the	Asian	

Development	Bank	(ADB	Trade	Guarantee	

Programme)	and	the	World	Bank	(IFC	Global	

Trade	Facilitation	Programme)	aim	to	alleviate	this	

problem	by	offering	guarantees	to	the	confirming	

bank	covering	up	to	100%	of	non-payment	risks.	

These	programmes	serve	a	pressing	need,	but	

their	volume	is	insufficient	to	match	the	demand.	

Besides,	the	threshold	for	applying	for	funding	

schemes	with	multilateral	institutions	is	too	high	

for	many	small	companies.

There	are	numerous	examples	of	Dutch	

companies	and	entrepreneurs	who	for	this	

reason	have	been	forced	to	decline	on	their	

deals,	to	the	benefit	of	e.g.	French	or	British	

businesses	that	were	able	to	secure	their	

payments.

(Figure	adapted	from	AfDB	(2011)	The	Middle	of	the	Pyramid).
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The set of public financial instruments needs to 
be improved

Further	to	the	challenges	stemming	from	the	financial	crises,	the	Basel	III	
regulations	and	other	external	factors	such	as	the	increased	competition	from	
emerging	markets,	experts	have	pointed	out	that	the	Dutch	‘set	of	financial	
instruments’	for	international	business	is	inadequate.	Substantial	improvements	
have	been	made	in	the	recent	past,	but	the	rapidly	changing	international	playing	
field	demands	more	synergy	and	a	reorientation	of	current	instruments.	

OECD	and	WTO	rules,	for	instance,	allow	the	subsidization	of	the	commercial	
interest	on	an	export	loan	up	to	a	fixed	rate,	the	Commercial	Interest	Reference	
Rate	(CIRR).	Unlike	Belgium,	France,	Finland,	Denmark,	Sweden,	Austria,	Germany	
and	China,	the	Netherlands	has	no	CIRR	support	instrument.	Financial	support	
for	variable	interest	rates	is	also	not	available,	impeding	the	ability	of	Dutch	firms	
to	compete	with	exporters	from	countries	that	do	have	such	support.	Other	
challenges	are	summarized	in	box	6.	

Local players try to fill the gap

While	investments	in	Africa	require	a	certain	degree	of	willingness	to	accept	risk	
and	Western	banks	are	increasingly	risk	averse,	local	and	regional	banks	in	Africa	

Box 6. Financial challenges for Dutch companies

A	high-level	working	group	on	export	

financing	identified	the	following	

challenges	facing	Dutch	companies:

•	 	the	limited	availability	of	long-term	

export	credit	at	internationally	

competitive	rates;

•	 	the	absence	of	an	adequate	instrument	

for	CIRR	interest	rate	support;

•	 	the	absence	of	an	adequate	bilateral	

concessional	financing	(‘tied	aid’);

•	 	increasing	competition	from	countries	

that	are	not	OECD	members	and	

are	thus	not	bound	by	international	

agreements	related	to	the	tying	of	aid	

or	the	notification	of	transactions;

•	 	there	is	room	for	improving	the	export	

credit	insurance	facility;	and

•	 	the	set	of	instruments	currently	

available	is	fragmented	and	

insufficiently	flexible.	

Source:	Working	Group	on	Export	Financing	(2012)	

A World in Motion.
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are	taking	full	advantage	of	the	opportunities.	South	Africa	boasts	a	first-world	
banking	sector,	on	a	level	with	Belgium	and	France.	Its	banks,	such	as	Stanbic,	
Standard	Chartered,	Ecobank	and	Nedbank,	are	rapidly	extending	their	influence	
across	Southern	Africa.	Botswana,	Kenya,	Mauritius	and	Nigeria	also	have	sound	
banks,	with	relatively	good	access	to	capital	and	healthy	balance	sheets,26	that	
are	also	extending	their	scope.	The	Moroccan	bank	BMCE,	following	its	partial	
acquisition	of	the	Bank	of	Africa,	purchased	a	wide	network	in	Africa	and	aims	to	
cover	the	entire	continent	within	10–15	years.	
	
Often	these	local	and	regional	banks	have	very	high	access	saving	capacities,	a	
phenomenon	observed	in	the	case	of	exporting	countries	and	countries	with	a	
rapidly	growing	middle	class.	As	a	consequence	of	their	high	loan	to	deposit	ratios,	
these	banks	are	very	interested	in	financing	foreign	and	local	companies.	The	
returns	are	much	higher	than	from	government	bonds.	Other	competitors	from	
the	BRIC	countries,	in	particular	Chinese	mining	companies,	have	built	their	African	
efforts	on	innovative	financial	constructions	(resources	for	infrastructure	swaps)	
as	well	as	on	strong	credit	support	of	two	banks	–	the	Exim	Bank	of	China	and	the	
China	Development	Bank	–	which	are	intimately	linked	to	the	strategic	plans	of	
the	Chinese	government.	For	Dutch	companies,	which	cannot	access	these	credit	
facilities,	it	appears	that	local	or	regional	banks	have	the	money	that	is	lacking	in	
Europe.	But	the	loan	conditions	are	not	ideal,	for	three	reasons.	

You can only get a loan from an African bank  
if you have convinced the manager that you don’t 
need one!’  
– Bob van der Bijl, director of NABC

First,	loans	from	African	banks	tend	to	have	a	short	term,	running	for	six	months		
to	three	years,	compared	with	15	years	for	American	loans	(and	probably	even	
longer	for	Chinese	loans).	Faced	with	such	short	payback	times,	it	is	difficult	
to	build	a	convincing	business	case.	Second,	in	line	with	this,	the	balance	of	
own	versus	third	party	capital	is	different.	Companies	need	to	chip	in	a	higher	
percentage	of	equity	and	often	100%	collateral,	which	makes	the	cost	of	capital	
considerably	higher.	Third,	foreign	currency	loans	may	bring	considerable	
exchange	risks.	As	a	result,	local	banks	are	useful	for	Dutch	companies	primarily	
for	cash	collection/management	and	supply	chain	financing	rather	than	trade	or	
investment	financing.

‘
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Social finance is taking off

It	is	not	only	the	banks	that	are	hesitant	to	engage	with	Africa;	so	too	are	institutional	
investors.	Ewald	van	Engelen,	professor	of	financial	geography	at	the	University	of	
Amsterdam,	estimates	that	from	the	US$500	trillion	capital	flows	worldwide,	only	
US$20	billion	goes	to	African	economies.27	Despite	the	growing	demand	for	capital	
in	Africa,	the	improving	credit	ratings	and	high	returns	on	investments,	very	few	
Dutch	pension	funds	invest	in	Africa.	Van	Engelen	claims	that	investors	are	stuck	in	
old	patterns	and	still	see	Africa	as	uncontrollably	risky	–	a	perception	that	anyone	
observing	the	Euro	crisis	unfold	would	expect	needs	updating.	While	many	investors	
are	biding	their	time,	there	are	others	that	have	dared	to	take	the	step.		

Mango Capital has been investing in Africa since 2006. The company invests in quoted 
companies in frontier markets. This includes many sub-Saharan African countries and 
excludes South Africa. In December 2011, the fund period ended. The fund’s performance 
over the period 1 February 2006 to 31 December 2011 was lower than expected, with a 
negative compound annual growth rate (CAGR) of 8.2%. Mango Capital had invested 
€13.3 million in large countries such as Nigeria, Kenya and Senegal, and sectors such as 
banking and telecommunications. When the management of the fund was transferred to 
Sustainable Capital in Mauritius, investors were given a choice of redeeming or continuing 
under the new management. About 70% of investors indicated that they wanted to 
continue, and 30% opted for redemption (Source: Mango Factsheet, December 2011).

Robeco opened its Africa Fund in 2008. The fund offers access to shares in Africa-
based companies and/or companies that generate most of their profit on the African 
continent. Investments are done in mining, telecommunications, financial services and 
infrastructure. About 50% has been invested in South Africa, 25% in Morocco and Egypt 
and 25% in Central Africa. The Robeco Africa Fund has grown strongly in recent years; 
the annual return over the period 2008–2010 exceeded 12%. 

	
There	are	several	commercial	funds	directed	at	Africa	that	have	clear	social	
objectives,	such	as	SOVEC	and	SNS	Reaal’s	Impact	Investment	Fund:

Social Venture Capital Fund (SOVEC) is an investment fund set up by Dutch 
entrepreneurs to invest between €50,000 and €500,000 in small companies and SMEs 
in Africa. The fund holds capital totalling €6 million committed by some 40 private 
individuals. SOVEC’s primary focus is on Ghana. In December 2011, the fund had eight 
direct and five indirect participations in Ghana, with a total amount of committed 
capital of US$4.5 million. In addition to investing capital, SOVEC aims to add value by 
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connecting its own network of entrepreneurs to local SMEs (E4E). Capital is always 
invested in joint ventures with local investment partners. SOVEC retains no more than 
a (significant) minority stake as they believe that local entrepreneurs should maintain 
the leading position. In February 2012, the fund had committed some 65% of its capital. 
A second fund has recently been established. 

SNS REAAL Impact Investment Fund. In January 2011, SNS Reaal 
established a separate unit for its microfinance and related investment activities, 
called SNS Impact Investing. The unit invests in social development, targeting 
more developed economies in Asia, Latin America and Africa, but does not exclude 
investments in less developed regions. The unit focuses on institutional and real estate 
investors. It governs two funds: SIMF I (€160 million, 2007) and SIMF II (€159 million, 
2008). The funds are closed-end mutual funds that are open only to pro fes sional 
investors. Through invest ments in microfin ance insti tu tions, the funds con trib ute to 
the pro vi sion of loans to micro-entrepreneurs and farm ers in devel op ing and trans-
ition coun tries. The targeted net return after seven years is 6–11%. One of the major 
challenges facing SNS is to measure the net impact of their investment.

Finally,	the	financial	initiatives	developed	by	not-for-profit	organizations	and	
microfinance	institutions	should	be	mentioned.	NGOs	in	the	Netherlands	are	
increasingly	establishing	their	own	microfinance	programmes.	By	doing	this,	they	
not	only	acknowledge	that	human	development	cannot	be	furthered	without	
economic	development,	but	they	also	show	appreciation	of	the	gap	identified	
by	microfinance	institutions	that	most	small-scale	entrepreneurs	in	developing	
countries	lack	access	to	affordable	finance	.Through	these	programmes,	they	
provide	financial	services	to	micro-entrepreneurs	and	small	businesses	at	non-
commercial	rates	or	assume	a	brokering	role	to	this	end:

The Interchurch Organization for Development Cooperation
 (ICCO) has positioned itself as ‘partner of entrepreneurial people’, and regards 
development cooperation a matter of ‘social business’. In 2008, ICCO established a new 
venture, Fair & Sustainable Holding BV, which offers advisory services and invests in 
commercial opportunities in developing countries.

The BoP Innovation Centre helps ‘socially driven investors’ to identify business 
opportunities, allowing them to combine a positive social impact with financial returns 
at the bottom of the pyramid. Another organization, the BiD Network, does it 
the reverse way: preparing emerging market entrepreneurs for Dutch investors by 
supporting them to write bankable business plans. 
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In	summary,	Dutch	banks	are	hesitant	to	engage	in	Africa,	constrained	as	they	
are	by	stringent	international	regulations	and	other	limitations	introduced	in	the	
aftermath	of	the	global	financial	crisis.	Various	investment	funds	and	NGOs	are	now	
providing	capital	to	African	entrepreneurs,	often	with	social	objectives.	By	offering	
a	long-term	and	risk-sharing	commitment,	they	are	able	to	achieve	normal	financial	
returns	while	reducing	the	burden	of	high	interest	payments.	

All	of	these	initiatives	address	the	need	of	African	entrepreneurs	for	capital	in	
order	to	grow	their	businesses.	But	who	or	what	is	addressing	the	need	of	Dutch	
entrepreneurs	for	capital	in	order	to	do	business	in	Africa?	A	set	of	government	
support	programmes	is	available	to	this	end.

From aid to investment

A	central	aim	of	the	Netherlands	government	policy	in	the	field	of	international	
cooperation	is	to	develop	the	private	sector	in	its	‘partner	countries’.	Various	funds	
are	being	constructed	or	enlarged	to	facilitate	investments	in	developing	countries.	
At	the	same	time,	the	government	is	keen	to	encourage	the	Dutch	private	sector	
to	invest	in	difficult	markets,	in	recognition	of	the	failure	of	markets	to	do	so	
effectively.	

There	are	numerous	government	support	programmes	with	different	success	rates	
in	addressing	the	needs	of	Dutch	entrepreneurs.	These	programmes	have	evolved	
over	the	years,	riding	the	waves	of	political	colours	and	international	movements,	
going	from	tied	to	untied	aid	and	back,	from	direct	project	funding	to	budget	
support	and	back.	The	latest	insight	is	that	complex	development	questions	should	
be	answered	by	a	wide	range	of	actors,	and	not	least	by	the	private	sector.	Public–
private	partnerships,	involving	NGOs	and	knowledge	institutes	as	well	as	local	
governments	and	private	companies,	are	actively	encouraged.	This	has	recently	
been	framed	in	two	‘PPP	facilities’,	one	for	water	and	the	other	for	food	security	
and	private	sector	development.	Details	of	the	largest	and/or	most	influential	
government	support	programmes	for	Dutch	companies	active	in	Africa	can	be	
found	on	the	website	of	NL	Agency:	www.agentschapnl.nl.	

The	effectiveness	of	government	support	programmes	cannot	be	easily	
established.	The Emerging Markets Fund (FOM),	for	instance,	is	designed	specifically	
for	Dutch	entrepreneurs,	mostly	SMEs,	that	cannot	obtain	commercial	finance	for	
their	transactions.	One	might	therefore	assume	that	FOM	perfectly	matches	the	
needs	of	entrepreneurs	who	wish	to	do	business	in	Africa.	But	in	2011,	only	two	of	
FOM’s	70	projects	were	focused	on	Africa.	For	FOM,	it	is	hard	to	compete	with	the	
‘free	money’	that	can	be	obtained	through	subsidies	and	grant	programmes.	
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An	evaluation	of	the	government’s	Development-Relevant Export Transactions 
(ORET) grant programme	(the	predecessor	of	the	Facility	for	Infrastructure	
Development,	ORIO),	conducted	by	Berenschot	in	2006	showed	that	ORET	was	
an	effective	instrument	to	facilitate	the	entry	of	large	Dutch	companies,	such	as	
DHV	and	Damen	Shipyards,	into	emerging	markets.	However,	the	programme	
rarely	benefited	smaller	companies	and	its	efficiency	and	sustainability	was	
questionable.28	

The	government’s	Private Sector Investment (PSI) programme,	on	the	other	hand,	
has	repeatedly	been	found	to	be	relevant	for	Dutch	entrepreneurs.	Over	the	period	
1999–2009,	about	€400	million	was	invested	in	over	650	PSI	projects	in	56	countries,	
46%	of	them	in	Africa	(see	table	8).	Between	2005	and	2010,	the	PSI	programme	

Table	8.	The	Private	Sector	Investment	(PSI)	programme:	approved	projects	in		
sub-Saharan	Africa,	2005–2010	(N	=	180).

Sector % Country #

Agriculture 48% Ethiopia 17%

Other 18% Uganda 8%

Industry 13% Ghana 7%

Energy/environment 9% Kenya 7%

Transport/infrastructure 9% South	Africa 7%

Tourism 6% Tanzania 7%

Pharmaceutical/medical 2% Burkina	Faso 6%

Services 2% Mozambique 6%

Food 1% Mali 5%

ICT 1% Sierra	Leone 4%

1% Cape	Verde 4%

Burundi 3%

senegal 3%

Sudan 3%

Zambia 3%

Madagascar 2%

Rwanda 2%

DR	Congo 2%

Gambia 2%

Southern	Sudan 2%

Malawi 1%

Namibia 1%

Benin 1%

Source:	Information	provided	for	this	research	by	NL	Agency,	2011.
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financed	180	projects,	nearly	half	of	them	in	agriculture.	Ethiopia	was	by	far	most	
popular,	with	17	PSI	projects.	Although	the	conditions	for	obtaining	PSI	funds	are	
good,	and	obtaining	a	subsidy	is	relatively	easy	compared	with	ORIO	or	FOM,	for	
example,	the	programme	has	not	depleted	its	annual	budget	for	several	years.	
This	indicates	that	either	entrepreneurs	still	may	not	know	about	the	programme,	
or	they	do	not	want	to	invest	via	a	joint	venture	construction,	as	required	for	PSI	
funds.

In	summary,	there	is	a	wide,	but	also	quite	fragmented	system	of	public	financial	
support	for	firms	willing	to	engage	in	activities	in	sub-Saharan	Africa.	Risk	aversion	
of	the	financial	sector	is	hampering	investments	in	Africa,	particularly	for	small-	and	
medium-sized	companies,	as	well	as	for	large,	risky	projects.	A	major	challenge	will	
become	to	align	money	flows	and	the	economic	activities	of	Dutch	corporations.	
This	is	not	only	a	problem	for	firms	that	are	doing	business	in	sub-Saharan	Africa,	
but	is	also	hampering	all	firms	that	hope	to	reap	the	benefits	of	rapidly	growing	
emerging	markets.	
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	 Conclusion

Part	I	of	this	book	signalled	major	opportunities	in	sub-Saharan	Africa	and	linked	
them	to	particular	strengths	of	the	Dutch	private	sector.	In	this	part	we	have	asked	
whether	Dutch	companies	are	seizing	the	opportunities	offered	by	emerging	
markets	in	Africa.	On	the	positive	side,	we	estimate	that	there	may	be	more	than	
2000	Dutch	enterprises	active	in	sub-Saharan	Africa	who	are	performing	relatively	
well	in	the	European	context.	However,	there	are	several	indications	that	many	
opportunities	in	sub-Saharan	Africa	are	being	lost.	

The	following	eyesight	problems	may	hamper	Dutch	(and	European)	companies	to	
well-regard	the	opportunities	in	Africa:

Optical illusions
European	and	Dutch	companies	still	occupy	a	strong	position	in	Africa	according	
to	the	macroeconomic	rankings.	In	terms	of	total	FDI	stock	invested	in	Africa,	
Europe	is	dominant	as	never	before.	Compared	with	other	European	countries,	the	
volumes	of	Dutch	imports	from	and	exports	to	sub-Saharan	Africa	are	rising,	and	
Dutch	firms	have	maintained	their	position	relative	to	other	European	producers.	
This	has	created	an	optical	illusion:	the	position	of	European	companies	may	
seem	still	relatively	strong,	while	those	of	newcomers	such	as	China	and	Brazil	are	
relatively	small.	However,	there	is	growing	evidence	that	European	firms	are	losing	
their	competitive	edge	in	a	number	of	African	countries.	

Troubled vision
New	competitors	from	the	large	BRIC	countries	are	rapidly	extending	their	
influence	throughout	Africa.	In	2009,	Asia	surpassed	Europe	as	the	continent’s	most	
important	trading	partner.	The	share	of	Europe	in	Africa’s	foreign	trade	has	shrunk	
from	50%	in	1990	to	less	than	25%	today.	Many	entrepreneurs	are	aware	that	
emerging	countries,	particularly	China,	are	extending	their	influence	in	Africa.	This	
has	created	a	‘Calimero’	effect	–	the	suspicion	that	big	newcomers	like	China	are	
not	playing	the	competitive	game	fairly.	This	has	prompted	many	firms	to	become	
rather	passive,	characterized	by	pleas	that	the	government	for	interventions,	
subsidies	or	other	forms	of	political	support.

Short-sightedness 
One	of	the	distinctive	features	of	many	companies	from	the	BRIC	countries	is	that	
they	are	now	including	sub-Saharan	Africa	in	their	strategic	plans,	rather	than	as	an	
annex	or	residual	category.	This	indicates	long-term	vision.	Many	Dutch	firms	seem	
to	lack	a	sense	of	urgency,	believing	that	African	markets	are	little	explored	and	
that	time	is	on	their	side.	
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Distorted vision 
There	is	a	large	gap	between	the	socio-economic	realities	in	sub-Saharan	Africa	and	
the	perceptions	of	Dutch	entrepreneurs.	NGOs	and	the	media	have	emphasized	
Africa’s	problems	for	so	long	that	the	negative	image	persists,	and	is	only	slowly	
changing	for	the	better.

Such	negative	perceptions	of	Africa	have	led	to	difficulties	for	Dutch	companies:	
the	shareholders	of	financial	institutions	may	not	be	convinced	that	risks	can	be	
borne.	There	are	also	many	companies	that	would	rather	not	emphasize	that	they	
are	making	money	in	Africa,	for	fear	of	repercussions	from	consumers	or	NGOs.	
These	inadequate	or	incomplete	perceptions	of	many	entrepreneurs	are	one	of	the	
main	reasons	why	Dutch	engagement	on	the	continent	remains	skewed	towards	
some	sectors,	countries	and	types	of	company.	At	the	same	time,	there	are	other	
entrepreneurs	who	have	realized	that	profits	are	largest	where	the	gap	between	
perceptions	and	reality	is	widest.	

Fragile frames
Even	poorly	focused	lenses	need	strong	frames.	There	are	significant	gaps	in	the	
diplomatic	and	financial	support	systems	for	Dutch	companies	in	sub-Saharan	
Africa,	which	may	prevent	entrepreneurs	seizing	opportunities	when	they	arise.	
Improvements	in	these	frameworks	will	be	necessary	to	ensure	that	Dutch	
companies	maintain	their	competitive	position	in	African	markets	(see	Part	V).	
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	 Introduction	

Joris has been an optician since 1980, with a successful practice 
in Gouda. He is outgoing, inquisitive and has a passion for travel. 
Two years ago, he visited the Democratic Republic of Congo, 
where he met Prince, the nephew of his Congolese neighbour 
in Gouda. They got along well and talked about opening a store 
together in Kinshasa. Back in the Netherlands, Joris decided to 
go ahead with the venture. He had a large stock of cheap Chinese 
frames in the basement that he reckoned would sell well in 
Africa. Prince, however, advised Joris to concentrate on more 
upbeat products. Well-to-do Kinshasa residents, he told him, 
want fancy Western stuff – sunglasses from Ray-Ban, Gucci and 
DKNY. As well as selling glasses and frames, Prince insisted they 
should also offer eye laser treatments. Today, Joris and Prince 
are planning to open their third ‘total eye experience clinic’ in 
Kinshasa. The Chinese frames indeed did not sell well, but this 
has more than been compensated by the rest of the sales. 

Each	of	the	opportunities	offered	by	sub-Saharan	Africa	described	in	Part	I	could	
in	itself	make	a	convincing	business	case	for	internationalization	to	Africa.	Th.In	
reality,	however,	less	than	10%	of	the	companies	engaged	in	international	trade,	
and	only	33%	of	the	AEX-listed	companies	working	in	emerging	markets	are	
actually	focusing	on	Africa.	In	Part	II	we	saw	that	negative	perceptions	of	the	
continent,	in	combination	with	a	lack	of	a	sense	of	urgency	and	sub-optimal	
financial	and	diplomatic	frameworks,	may	be	deterring	them	from	seizing	the	
(business)	opportunities	that	are	now	available	in	sub-Saharan	Africa.	

For	any	firm,	the	business	case	for	engaging	in	one	or	more	African	countries	is	
the	result	of	an	assessment	of	risks,	responsibilities,	opportunities	and	rewards.	
For	many	large	companies,	particularly	well-established	multinationals	such	as	
Heineken,	Philips,	Shell	and	Unilever,	this	is	a	deliberate	and	strategic	process,	but	
for	the	majority	of	small	firms	this	is	rarely	the	case.	Their	involvement	is	often	a	
result	of	a	series	of	coincidences	or	random	events.	Limited	resources,	a	chance	
encounter,	a	convincing	speech	by	a	partner,	a	market	window	suddenly	opening,	
or	the	possibility	of	a	subsidy	for	a	particular	country	may	then	determine	the	
actual	strategy	that	the	firm	adopts.	Hence,	if	we	want	to	understand	the	dynamic	
conditions	under	which	companies	decide	to	internationalize	to	Africa,	we	need		
to	consider	the	gap	between	motivations	and	strategies,	between	intentions		
and	realization.	
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The	findings	presented	in	Part	III	are	based	largely	on	our	surveys	of	Dutch	
companies	−109	of	which	are	currently	active	in	sub-Saharan	Africa,	and	13	
have	never	been	or	are	no	longer	active	in	Africa.	Because	not	every	participant	
answered	all	questions,	the	numbers	of	respondents	quoted	here	may	vary.	
For	more	information	about	the	survey	methodology	and	the	respondents,	see	
page	xvi.	

Five characteristics of Dutch entrepreneurship in sub-
Saharan Africa:

•	 	The	dominant	mode	of	business	in	Africa	involves	investing	few	
resources	and	avoiding	risks

•	 	Growth,	profits	and	growing	consumer	markets	in	Africa	are	the	main	
motivations	

•	 	Few	Dutch	firms	have	integrated	their	Africa	strategy	into	a	generic	
strategy

•	 Dutch	firms	intend	to	intensify	their	involvement	in	Africa

•	 	Increasing	attention	to	stakeholder	involvement,	partnerships	and	
responsibilities
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1	 	Dutch	entrepreneurship		
in	Africa

Mapping	the	involvement	of	Dutch	firms	in	Africa	shows	that	they	are	everywhere,	
often	trading	products	and	services	in	multiple	countries.	Their	direct	investments	
in	Africa	are	limited,	however.	

The Dutch are everywhere

There	is	no	country	in	sub-Saharan	African	that	is	not	covered	by	one	or	more	Dutch	
enterprises.	For	the	companies	that	were	covered	in	our	survey	and	which	are	the	
prime	source	of	information	for	this	chapter,	Kenya,	Ghana,	South	Africa	and	Tanzania	
are	the	four	most	popular	countries:	over	50%	of	the	109	respondents	are	involved	
in	one	or	more	of	these	countries.	Nigeria	(which	is	the	largest	recipient	of	Dutch	
foreign	direct	investment	but	primarily	by	one	company	–	Shell)	comes	fifth.	Somalia	
and	Eritrea	−	among	the	three	most	distant	countries	from	the	Netherlands	–	are	the	
least	popular,	but	even	here	several	Dutch	companies	are	active.	On	average,	Dutch	
companies	are	most	active	in	13	sub-Saharan	Africa	countries	(see	figure	1).	

The	Netherlands	is	primarily	a	trading	nation.	In	2009	exports	and	imports	together	
contributed	around	70%	of	GDP,	up	from	40%	in	1970.	Statistics	Netherlands	has	
calculated	that	more	than	20,000	Dutch	firms,	about	10%	of	the	total,	are	involved	
in	international	trade	as	exporters,	importers	or	both	(two-way).1

Most	Dutch	companies	active	in	sub-Saharan	Africa	are	involved	in	trade.	In	our	
survey,	about	38%	of	respondents	are	primarily	involved	in	exports	to	the	region,	
12%	are	primarily	involved	in	imports,	and	about	half	are	also	involved	in	local	
production	or	assembly,	services	and/or	imports	(see	figure	2).	

Target client groups 

For	the	Dutch	companies	in	our	survey,	despite	their	increased	attention	to	middle-
class	consumers	in	less	developed	countries	(see	Part	I),	African	consumers	are	
not	(yet)	the	focus	of	their	strategies.	Only	five	companies	indicate	that	they	are	
fully	focused	on	the	business-to-consumer	(B2C)	market	–	the	same	number	of	
companies	active	on	the	business-to-government	market.	Nearly	two-thirds	of	
firms	are	engaged	mainly	in	business-to-business	(B2B),	and	a	quarter	in	some	
combination	of	these	three	markets	(figure	3).

Rob
Sticky Note
sub-Saharan African = sub-Saharan Africa (without the last 'n')
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Figure	1.	African	countries	where	Dutch	companies	are	active	(N	=	109).
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Figure	2.	The	nature	of	Dutch	involvement	in	sub-Saharan	Africa	(N	=	109).
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Local representation

The	majority	of	companies	have	a	representative	in	one	or	more	of	the	sub-Saharan	
African	countries	in	which	they	work,	most	often	a	local	office,	sales	agent	or	partner	
(figure	4).	These	offices	are	typically	small:	about	25%	of	the	companies	have	no	African-
based	staff	on	the	payroll,	and	about	40%	employ	fewer	than	25	people.	Companies	
employing	more	than	250	people	in	Africa	are	typically	large	consumer-oriented	
companies	such	as	Philips	or	Heineken,	and	service	providers	such	as	Brunel	and	PwC.	

Entry modes

The	way	a	company	choses	to	enter	a	market	is	an	important	aspect	of	its	
internationalization	strategy.	Generally,	there	are	two	modes	of	entry:	exports	and	
investments.	Figure	5	shows	the	relationships	between	the	various	modes	of	entry.	

Among	Dutch	firms,	exports	are	clearly	the	preferred	entry	mode	in	Africa.	They	
do	not	require	major	direct	investments	and	can	be	relatively	easily	organized	
via	external	agents	or	company-owned	channels.	As	a	risk	management	strategy,	
export-oriented	entry	modes	have	the	additional	advantage	of	allowing	a	company	
to	retreat	relatively	easily.	Much	less	popular	are	investment	entries,	which	always	
involve	greater	operational,	strategic	and	sustainability	risks.	
	
There	are	notable	differences	in	the	entry	modes	chosen	by	small	and	large	
companies.	Small	companies	with	fewer	than	250	employees	tend	to	focus	on	direct	
exports	through	company-owned	channels,	while	large	companies	employing	

Figure	4.	Most	companies	have	some	form	of	representation	in	sub-Saharan	Africa	(N	=	101)
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more	than	250	staff	prefer	to	arrange	their	exports	indirectly,	through	external	
agents	(figure	6).	Large	companies	tend	to	have	a	preference	for	control,	reflected	
in	their	greater	interest	in	wholly	owned	subsidiaries	(either	greenfield	investments	
or	acquisitions).	Small	companies	are	more	likely	to	engage	in	joint	ventures	that	
provide	access	to	local	knowledge,	but	create	rather	loose	organizations,	which	are	
associated	with	internal	uncertainty	and	coordination	challenges.

In	general,	Dutch	firms	prefer	entry	modes	that	involve	sharing	control	with	a	local	
partner	(indirect	exports,	joint	ventures	and	alliances).	These	modes	outweigh	
entry	forms	where	ownership	is	not	shared	(direct	exports,	greenfield	investments	
and	acquisitions	–	wholly	owned	subsidiaries).	

Imports
For	some	companies,	their	involvement	in	Africa	is	limited	to	importing	goods	or	
products.	The	Dutch Flower Group,	for	example,	imports	about	500	million	fresh	cut	
flowers	each	year	from	Africa,	mainly	Kenya.	African	flowers	comprise	about	25%	
of	the	group’s	global	trading	volume,	which	in	2011	exceeded	€1	billion.	Another	
example	is	Aalberts Industries,	a	group	that	now	has	more	than	140	companies	in	
over	30	countries.	Aalberts	has	no	real	involvement	in	Africa,	other	than	through	
the	import	of	natural	resources.	

Figure	5.	Hierarchy	of	entry	modes.

Source:	Based	on	Franssen	et	al.	(2006)	Entering Emerging Markets.
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Figure	6.	Preferred	entry	modes	for	large	(top)	and	small	(bottom)	firms.
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Other	companies	combine	imports	with	other	strategies.	Damco,	a	subsidiary	
of	Maersk	Benelux	BV,	is	one	of	the	world’s	leading	operators	in	logistics.	Next	
to	facilitating	the	import	of	goods	from	African	countries,	Damco	sees	Africa	
as	an	increasingly	attractive	market	for	its	customers,	particularly	for	its	reefer	
(refrigerated	container)	services	for	frozen,	fresh	and	chilled	food	products.	It	thus	
combines	trade	with	investment	entry	modes,	and	now	has	23	offices	across	Africa.

(In)direct exports
Most	Dutch	small	and	medium	enterprises	(SMEs)	are	active	in	Africa	as	exporters.	
Companies	such	as	SNA Europe, Nile Dutch Agencies, Intercommerce, Fast Forward 
Freight, J.P. Beemsterboer, Van Doorn Containerparts BV	and	the Atlantic Seafood 
Company	are	well	represented	in	the	NABC	membership.	Their	business	
involvement	is	straightforward:	getting	goods	to	or	commodities	from	Africa.	Most	
of	these	companies	have	a	local	agent	to	assist	with	operational	matters	such	as	
customs	clearance	and	tax	registration.	

Zwart Techniek – agents 
Zwart	Techniek	is	a	small	company	based	in	Ijmuiden	that	builds	stand-alone	
generators	in	the	Netherlands	and	exports	them	to	countries	such	as	Tanzania	and	
Angola.	In	these	countries,	Zwart	has	a	long-standing	relationship	with	an	external	
agent,	who	represents	the	company.	

DAF Trucks – agents, dealers and importers
The relationship between DAF and its local sales agents is based on specific business 
deals that do not entail longer-term obligations. In sub-Saharan Africa, DAF has just 
one sales agent in Kenya. In the rest of Africa, DAF sells about 90% of its trucks through 
dealers in Angola, Botswana, Côte d’Ivoire, Ghana and Nigeria. The relationship 
between DAF and its dealers is stronger than with its agents. Dealers have access to all 
DAF systems and receive training and technical support. In return, they are expected to 
reach specific sales targets for each particular area. 

The relationship between DAF and its importers is even closer. The importers must 
have their own dealer networks and in return receive support in the form of training, 
coaching or tools. In Africa, DAF has one importer in South Africa, who DAF may 
eventually support to start an assembly plant – provided he presents a positive 
business case taking into account import duties, expected sales volume and transport 
costs. DAF sales channels in Africa, apart from Botswana, are all owned by other 
European companies.
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FrieslandCampina – dealers preferred
FrieslandCampina usually prefers not to work with export agents, but to enter a 
market with a dealer directly. As soon as sales volumes reach a certain threshold, 
FrieslandCampina employs someone locally. Friesland has an extensive trade 
marketing programme, through which its local representatives receive training on 
merchandising and product development. 

Strategic alliances/partnerships

A	strategic	alliance,	or	a	partnership	between	two	or	more	parties	in	the	same	sector,	
is	often	considered	the	fastest	way	to	achieve	a	market	presence.	A	strategic	alliance	
does	not	require	an	investment	of	equity,	only	(human)	resources	and	assets.	The	
partners	in	a	strategic	alliance	provide	inputs	such	as	resources,	skills	and	knowledge.	
The	costs	of	market	entry	via	a	strategic	alliance	are	hence	relatively	low,	while	it	
brings	access	to	local	brands	and	managers	and	allows	for	strategic	flexibility.	

Alliances	or	conglomerates	are	a	typical	mode	of	operation	for	building	and	
engineering	companies	and	consultancies	that	often	work	on	a	project	basis.	
Companies	such	as	Royal HaskoningDHV, Mott MacDonald, Alliance Plus, Twentse 
Kabel Fabriek (TKF), Deltares, Anova Seafood	or	Duvilla	are	often	engaged	in	one	or	
more	strategic	alliances.	

Cross-sector	partnerships	are	an	increasingly	important	way	of	doing	business	
–	and	therefore	also	an	entry	mode.	These	are	strategic	alliances	between	
commercial	and	‘non-market’	parties	such	as	NGOs.	A	classic	example	of	this	
strategy	is	public−private	partnerships	(PPPs),	which	are	the	regular	means	of	
doing	business	in	the	construction	and	infrastructure	industries.	

At	the	UN	World	Summit	on	Sustainable	Development	in	johannesburg	in	2002,	
public−private	partnerships	were	also	introduced	in	a	broader	context:	to	deliver	
sustainable	development.	Since	the	conference,	thousands	of	partnerships	have	
been	signed	not	only	between	public	and	private	parties,	but	also	between	for-
profit	firms	and	non-profit	organizations	(see	box	1).

With	the	partnerships	between	private	companies	and	development	NGOs	such	
as	Oxfam-Novib,	Solidaridad,	the	World	Wide	Fund	for	Nature	(WWF),	Hivos	or	the	
Interchurch	Organisation	for	Development	Cooperation	(ICCO),	a	new	entry	and	
risk	management	strategy	in	Africa	is	evolving.	Dutch	firms	are	leading	in	this	area	
because	of	the	sophisticated	nature	of	Dutch	development	organizations	working	
in	Africa,	and	also	as	a	result	of	the	creation	of	a	number	of	public	facilities	by	the	
Dutch	government	in	support	of	partnerships.	
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Of	the	15	AEX/AMX	companies	responding	to	this	question,	47%	had	engaged	in	
cross-sector	partnerships	in	support	of	their	businesses	in	Africa.	For	the	75	smaller	
firms	the	number	was	somewhat	lower:	35%	had	cooperated	with	NGOs.	For	the	
majority	of	firms	that	had	entered	into	such	partnerships,	the	experience	had	
been	positive	or	partly	positive.	They	mentioned	the	NGOs’	contextual	knowledge,	
their	contribution	to	gaining	the	trust	of	local	communities,	and	their	assistance	in	
adapting	business	cases	to	local	circumstances.

For	16	firms,	however,	the	partnership	with	an	NGO	had	been	a	negative	
experience.	Challenges	–	from	the	companies’	point	of	view	–	were	that	the	NGOs	
did	not	bring	in	sufficient	competencies,	their	understanding	of	the	business	was	
limited,	or	they	found	it	difficult	to	accept	that	a	business	needs	to	make	a	profit	in	
order	to	create	the	envisaged	‘win−win’	situation.	

The	core	challenge	for	most	firms	in	their	partnerships	with	NGOs	and	
governments	is	how	to	make	them	strategic	and	relate	them	to	the	firm’s	core	
activities,	i.e.	to	move	away	from	philanthropy.	This	challenge	is	further	discussed	in	
Parts	IV	and	V.	

A	number	of	major	Dutch	companies,	including	Achmea, ArcelorMittal, BAM 
International, Royal DSM, FrieslandCampina, Heineken, Philips, TNT Express, Vitens 
Evides International	and	Wolters Kluwer,	have	formed	(strategic)	partnerships	as	a	
way	to	enter	new	markets	in	sub-Saharan	Africa:

Over	the	last	decade,	partnerships	have	

become	crucial	in	the	strategies	of	many	

firms	and	organizations:

•	 	96%	of	the	world’s	largest	firms	have	

entered	into	partnerships	with		

‘non-market’	parties,	primarily	NGOs.

•	 	All	AEX-listed	companies	in	

the	Netherlands	have	formed		

cross-sector	partnerships.

•	 	More	than	66%	of	large	development	

NGOs	in	the	Netherlands	have	formed	

strategic	partnerships	with	one	or	

more	companies.

•	 	International	organizations	such	as	

UNDP	and	the	WHO	have	entered	into	

hundreds	of	PPPs.	

•	 	National	aid	donors	such	as	the	

Netherlands	have	formed	numerous	

partnerships	in	areas	such	as	food	

security,	private	sector	development	

and	water.	

Source:	Partnerships	Resource	Centre/RSM.

Box 1. The power of partnerships
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Achmea, a large insurance cooperative, is working with a variety of partners to introduce 
innovative micro-insurance schemes in northern Senegal. The schemes are intended to 
help farmers’ resilience against droughts, and are managed through mobile phone systems. 
The partnership in this case includes a number of Dutch partners: the University of Twente 
(climate risk), the climate bureau HIER, the Netherlands Red Cross/Red Crescent Climate 
Centre and Terrafina. Foreign partners include MecDelta, a local cooperative, the DHAN 
Foundation (India), PINORD (a local NGO) and the Indonesian Red Cross.

ArcelorMittal, the world’s largest integrated steel manufacturer, has formed 
many strategic partnerships with Western donor agencies such as USAID and the 
German International Cooperation (GIZ), but increasingly also with local NGOs and 
governments. In South Africa, for instance, the company has worked with the Ministry 
of Education to build ten schools using innovative light steel frame construction 
methods, insulated panels and energy-efficient technologies. As part of its community 
involvement programme, ArcelorMittal has also funded extensive programmes, 
in partnership with donor agencies, to tackle malaria, one of the main causes of 
premature death in sub-Saharan Africa, and which also directly affects company 
employees and suppliers. The company works with both government agencies and 
NGOs to supply insecticide-treated bednets, distribute anti-malaria drugs and raise 
awareness about ways to prevent malaria. 

BAM International, the largest construction company in the Netherlands, is 
working with Habitat for Humanity (an international NGO) and local universities and 
institutions to build schools in Kenya and Ghana. The projects are partly linked to the 
company’s human resources management policies, as well as to its core activities – 
building schools in this case.

Royal DSM, a leading life sciences company, together with Unilever  and 
AkzoNobel, have launched the Amsterdam Initiative on Malnutrition (AIM), a 
public−private partnership with the Dutch Ministry of Foreign Affairs and other non-
profit organizations. The purpose is to eliminate malnutrition for 100 million people in 
six African countries by 2015. These activities are part of the bottom-of-the-pyramid 
strategies of all three companies to link their future core businesses with market-
enhancing strategies in countries such as Kenya, Tanzania, Ethiopia and Ghana.

FrieslandCampina has initiated a Dairy Development Campaign, which is 
supporting small farmers in Nigeria and some Asian countries. In partnership with 
local communities, dairy cooperatives and NGOs, the initiative aims to improve 
the quality and production of milk, and to develop local dairy farming through 
education, guidance and direct help. If successful, these partnerships could help the 
company gain a lasting competitive position in these countries. FrieslandCampina has 
comparable projects in other African countries.
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Heineken has extended its human resources policies in the African context to 
include policies on community development, HIV/Aids, tuberculosis and malaria.  
These strategies are developed and executed in partnership with NGOs and 
international health agencies. They help the firm to increase its legitimacy (licence 
to operate), and also contribute to better human resources management and more 
efficient supply chains. Being a producer as well as a consumer implies that the firm 
looks at the BoP from both the supply and the demand sides, in line with its mission to 
contribute to food security. In a project in Sierra Leone, Heineken is cooperating with 
the Common Fund for Commodities, the European Cooperative for Rural Development 
and Vancil Enterprises, a local implementation office, to create a local supply chain for 
its sorghum beer brewery. Directly linked to Heineken’s core business, the project has 
delivered a stable supply chain, a quality crop at lower prices, as well as steady incomes 
for 1600 farm families. 

Philips has formed many cross-sector partnerships linked to its market development 
strategy. The company has developed the world’s first solar-powered LED floodlighting 
for soccer pitches in rural areas with limited or no access to electricity, so that 
people across Africa can enjoy playing or watching sports at night. This solution was 
developed together with the Right to Play Foundation, which is working to improve 
the lives of children in disadvantaged areas through sports and play. 

TNT Express, a delivery service company, has also formed a number of 
partnerships. Initially linked to its human resources policy and philanthropic activities, 
the work of most of these partnerships is now aligned to the core business of 
the company. In 2006, TNT established the North Star Alliance, a public−private 
partnership with the World Food Programme to create a network of 21 health clinics 
called Roadside Wellness Centres that now offer health-related services for more than 
80,000 men and 40,000 women in nine countries in East and Southern Africa. 

Vitens Evides International is a collaboration between the two largest water 
utilities in the Netherlands, Vitens and Evides, to provide knowledge and expertise 
to water utilities in developing countries. The alliance has established a number of 
public−private ‘water operator partnerships’ in countries such as Malawi, Mozambique 
and Uganda. These projects are increasingly linking up with Dutch economic 
diplomacy efforts (and top sector policies) in the field of water management – one of 
the main competitive areas for Dutch business. 

Wolters Kluwer, a publisher, has partnered with the NGO PLAN Foundation to 
tackle malnutrition and improve school performance in Ghana. With more nutritious 
food, the children’s school attendance rates and performance have improved, and the 
project has created a new market within the community for local food products. 

Rob
Sticky Note
leading



110	|	PART	III:	Strategies

Joint ventures

A	joint	venture	is	a	business	agreement	in	which	private	parties	agree	to	develop,	for	
a	finite	time,	a	new	entity	and	new	assets.	They	do	so	by	contributing	equity.	joint	
venture	partners	exercise	control	over	the	enterprise	and	consequently	share	the	
revenues,	expenses	and	assets.	The	strategy	is	typically	employed	by	Dutch	companies	
who	‘buy	in’	market	knowledge	and	political	acceptability	via	a	local	partner(s).	A	joint	
venture	may	mitigate	the	strategic	and	sustainability	risks	of	an	investment,	but	very	
often	increases	the	operational	costs	of	doing	business	in	a	country.	

Dutch	companies	engaged	in	one	or	more	joint	ventures	in	sub-Saharan	Africa	
include	Aeolus, Sovec Venture Capital, the Green Dream Company, Fast Forward 
Freight, Dockwise, Air France-KLM, Zarant, BAM International, Rabobank, SBM 
Offshore, FMO	and	many	others:	

Rabobank 
The Rabobank has minority shareholdings in four African banks, in Mozambique, 
Zambia, Rwanda and Tanzania. These participations were born from a social 
entrepreneurial objective, namely to support the professionalization of local banks. 
The performance of the banks has been outstanding. Over the last five years, the 
customer base of the NMB Bank in Tanzania, for example, has grown from 600,000 to 
1.4 million in 2011; with nearly 140 branches and 2600 staff members it is the largest 
bank in the country. The Rabobank has no plans to invest in local retail services in the 
short term, but it is looking into developing suitable products for its Dutch clients 
operating in Africa, such as export finance. 

Air France-KLM and Kenya Airways
As a global freight and passenger carrier, Air France-KLM is benefitting from the 
increasing demand for transport in sub-Saharan Africa. KLM’s performance in Africa is 
strong (about 16% of total turnover, including North Africa), and growing as a result of 
increasing cargo and passenger movements, demanded by both European and African 
consumers. But competition is also growing, particularly from Middle East airlines. 
Hence, KLM is looking for ways to bind African consumers to the brand and to expand 
its network in the region. The large number of small destinations in Africa requires 
strategic behaviour. In 1995, Air France-KLM established a joint venture with Kenya 
Airways, in which it is the largest shareholder with 26%. 

In March 2012, KLM announced that it will consolidate its status in Kenya Airways with a 
US$65 million expansion. An increase in shareholder capital means that Kenya Airways 
can invest a total of US$250 million in growth. Together with Kenya Airways, KLM now 
serves 43 destinations in East Africa and Europe. Lusaka (Zambia) and Luanda (Angola) 
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were recently added to the list. In addition to passengers, airfreight is important to 
the partnership. The two airlines are the first in the industry to offer a direct airfreight 
service between China and Africa.

Rotterdam Mobillity Centre 
The Rotterdam Mobility Centre (RMC), a collective of taxi operators employing 350 
staff, has used a subsidy from the Dutch government’s Private Sector Investment (PSI) 
programme to finance its international ambitions. RMC has established a joint venture 
with a Cape Verdian company in order to set up a transport centre on the island of Sal. 
Through the new company, Transporte de Pessoas, the project aims to provide safe, 
reliable and coordinated taxi services for tourists, and create jobs for the local population. 

Mergers and acquisitions

When	two	independent	companies	get	together	to	create	a	new	identity,	they	
merge.	When	one	company	buys	another	one	and	manages	it	consistent	with	the	
acquirer’s	needs,	it	is	an	acquisition.	Cross-border	mergers	&	acquisitions	(M&As)	
are	mostly	used	in	emerging	markets	when	the	institutional	environment	becomes	
more	stable	and	markets	more	liberalized,	such	as	in	South	Africa	and	Ghana.	

Compared	with	joint	ventures,	strategic	alliances	and	partnerships,	M&As	
provide	a	higher	level	of	control,	a	better	protection	of	technology	and	know-
how	and	a	speedier	and	generally	stronger	market	position.	The	drawbacks	of	
such	constructions	are	that	negotiations	tend	to	be	complex	and	very	costly.	
Post-acquisition	integration	issues,	caused,	for	instance,	by	the	inability	to	
achieve	synergy	and/or	to	resolve	social	and	cultural	differences,	mean	that	this	
construction	often	has	a	high	risk	of	failure.	

The	first	prerequisite	for	success	is	that	there	should	be	suitable	companies	that	can	
be	bought.	Such	firms	tend	to	be	more	difficult	to	find	in	Africa	than	in	Latin	America	
or	Asia,	where	the	degree	of	professionalization	of	the	private	sector	is	higher.	M&As	
in	Africa	are	therefore	mostly	done	by	large	companies	in	specific	sectors,	and	often	
in	South	Africa	only.	Among	the	few	Dutch	companies	have	entered	the	sub-Saharan	
region	through	M&As	are	Delmas,	CWT	Sitos,	Unilever	and	Heineken:

Heineken 
For Heineken, mergers and acquisitions are the company’s most important mode of 
market entry and expansion. M&As serve a dual purpose: acquiring local marketing 
channels and the name of a local brand, while at the same time introducing the 
company’s own ‘global’ premium brand. In Nigeria, for instance, where the beer market 
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has been growing at 9% per year over the past decade, the company increased its 
market share to 68% by acquiring five Nigerian breweries in 2011. Long before that, 
Heineken had already acquired a minority share in Nigerian Breweries, which gave it a 
solid foothold in the Nigerian market. The company at the moment also exports to the 
rest of West Africa and the European Union. While sales to the EU are exports from the 
perspective of Nigerian Breweries, they represent re-imports from the perspective of 
the parent company.

CWT Sitos
CWT Sitos, a provider of integrated logistics solutions, acquired the South African 
company Aquarius Shipping International in November 2010, in a strategic move to 
strengthen its commodity logistics capabilities and business network in Southern and 
East Africa. In doing so, CWT Sitos gained access to markets in South Africa, Malawi, 
Zimbabwe, Zambia and Mozambique.

Greenfield investments

Greenfield	investments	are	a	form	of	foreign	direct	investment	where	a	parent	
company	starts	a	new	venture	in	a	foreign	country	by	constructing	new	operational	
facilities	from	scratch.	Companies	usually	make	greenfield	investments	when	
the	institutional	environment	is	stable	and	once	they	have	become	familiar	with	
international	business.	

The	main	advantages	of	a	greenfield	investment	is	the	high	level	of	control	that	
the	parent	company	can	exercise.	It	is	fully	in	charge	of	its	technology	and	product	
offering.	Greenfields	are	the	most	advanced	type	of	internationalization	and	thus	
proceed	much	more	slowly	than	acquisition-based	internationalization	processes.	
They	lack	flexibility,	but	gain	in	predictability.	Because	of	the	creation	of	long-
term	jobs	that	typically	accompany	greenfield	investments,	many	countries	offer	
prospective	companies	considerable	tax	breaks,	subsidies	and	other	types	of	
incentive	to	encourage	this	entry	mode.	

Greenfield	investments	imply	considerable	‘sunk	costs’	that	are	not	always	easy	
to	recover	under	institutionally	volatile	circumstances.	This	can	be	compensated	
by	‘first-mover	advantages’	resulting	from	the	establishment	of	a	greenfield	site	
in	a	developing	country.	If	the	sector	is	in	the	opening	phase,	there	is	often	no	
alternative	but	to	enter	the	sector	through	a	greenfield	investment.	

Many	of	these	considerations	apply	to	the	extractive	industries	and	its	suppliers.	
Companies	such	as	Shell,	PwC,	E+Co	and	Royal	Vopak	have	gained	a	foothold	in	
Africa	by	means	of	greenfield	investments:	
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Royal Vopak 
Royal Vopak is the world’s largest independent tank storage service provider, 
specializing in the storage and handling of liquid chemicals, gas and oil products. In 
Africa, Vopak is active only in South Africa, where it owns an oil distribution terminal in 
Durban harbour. In July 2012, Vopak allowed its South African partner Reatile Chemicals 
to purchase 30% equity in the terminal. Vopak is now planning to build a second 
terminal, also in South Africa.
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Dutch	entrepreneurship	in	sub-Saharan	Africa
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2	 Business	drivers

We	have	found	that	the	majority	of	Dutch	companies:
	
•	 focus	mainly	on	trade;	
•	 prefer	exports	over	investments	as	a	way	to	enter	African	markets;
•	 tend	to	have	a	broad	country	portfolio;
•	 are	increasingly	engaging	in	cross-sector	partnerships;
•	 	target	identifiable	clients	such	as	governments	and	businesses	rather	than	

consumers;
•	 have	small	representations	with	few	African	staff	on	the	payroll;
•	 have	not	adapted	their	corporate	strategy	for	conducting	business	in	Africa.

Are	these	features	the	result	of	deliberate	choices?	Do	they	follow	logically	from	
the	motivations	of	these	firms?	This	chapter	explores	the	motivations	of	Dutch	
company	managers	for	engaging	in	Africa.

Primary motivations

Internationalization	starts	with	internal	and	external	influences	that	directly	affect	
the	company	and	its	strategic	intentions.	These	primary	motivations	may	be	either	
intrinsic	or	extrinsic.

Intrinsic motivations
Dutch	executives,	when	asked	about	their	main	reasons	for	doing	business	in	
Africa,	identified	strategic	and	market-seeking	motivations.	Their	three	leading	
drivers	are	growth	and	profits,	the	growing	consumer	markets	in	Africa	and	the	
personal	interests	of	the	management.	The	search	for	resources	and	efficiency	
gains	appear	to	be	relatively	weak	motivators.	These	drivers	are	directly	related	to	
the	firm’s	core	business	or	to	the	management’s	internal	drivers,	and	are	known	as	
intrinsic	motivations	(table	1).	

The	fact	that	few	firms	are	interested	in	Africa	in	order	to	launch	new	products	or	
technologies	(or	to	reap	economies	of	scale)	implies	that	their	Africa	strategies	are	
largely	oriented	towards	exploiting	existing	competencies,	rather	than	exploring	
new	ones.	One	argument	for	engaging	in	Asia	–	seeking	efficiency	gains	by	
exploiting	cheap	labour	–	clearly	does	not	apply	to	sub-Saharan	Africa.	There	
appear	to	be	no	major	differences	between	the	primary	motivations	of	large		
AEX/AMX-listed	corporations	and	smaller	companies.
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Table	1.	Intrinsic	motivations	of	Dutch	executives	(N	=	104).

Strategic •		Growth	and	profit

•		Personal	interests	of	management

•		Management	aspiration	for	growth	and	market	security

•		Launch	new	products/technologies	/competencies

55%	

30%

22%	

19%

Market-seeking •		Size	of	consumer	markets	in	sub-Saharan	Africa

•		Stepping	stone	to	other	markets

31%

12%

Efficiency-seeking •		Lower	wages

•		Availability	of	cheaper	inputs

•		Economies	of	scale

•		Utilization	of	excess	capacity	

14%

3%	

		2%	

		2%

Resource-seeking •		Availability	of	resources	in	sub-Saharan	Africa

•		Availability	of	land	in	sub-Saharan	Africa

13%

8%

Intrinsic motivations originate in the resource 
base of a company. They are related to the firm’s 
core competencies and mission, and to the 
management’s primary motivations for becoming 
active in Africa.

FrieslandCampina – from excess capacity to market-seeking
In the early 20th century, the production of fresh milk in the Netherlands started to 
outstrip domestic consumption, and the dairy cooperative Friesland began to export 
its surplus. The advent of non-perishable milk products such as condensed milk and 
milk powder made shipment easier, and by the 1920s the Netherlands was the world’s 
largest dairy exporter as a result of improved quality, new products and new markets. 

The company did not have a specific export strategy, but a visit to West Africa by a 
FrieslandCampina trade agent resulted in several new contacts, and Côte d’Ivoire 
became an important destination for condensed milk products. After decades 
accumulating market information and experience in West Africa, the company 
founded the West Africa Milk Company (WAMCO) in Nigeria in 1974. The joint venture 
combined local production with imports from the Netherlands. Later, the company 
opened a production facility in Ghana.
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Today, FrieslandCampina has a strong presence in sub-Saharan Africa. Because of its long 
involvement in West Africa, the company now markets numerous brands under the banner 
of FrieslandCampina (Peak, Borne Rouge, Bonne Bleu, Bella Hollandaise, etc.). The company 
is no longer involved in exporting goods produced in the Netherlands only. It has invested 
in local companies and has local production facilities in countries such as Rwanda, Tanzania, 
Kenya and Uganda. The region contributes significantly to the company’s operating result. 

The	directors	of	major	Dutch	companies	

identify	a	number	of	motivations	for	doing	

business	in	sub-Saharan	Africa:

‘African	markets	are	relatively	unregulated.	

This	means	that	access	is	often	easier	

compared	with	highly	regulated	markets	like	

China.	DAF	considers	the	market	in	Africa	as	

developing	and	expects	it	to	grow	strongly	in	

absolute	terms	in	the	coming	years.’	

– Michiel Kuijs, managing director of sales 

operations, DAF Trucks NV

‘We	follow	our	clients’	need	for	oil	and	gas	

storage	all	over	the	world.	We	prefer	to	be	

active	in	countries	where	all	elements	of	

the	supply	chain	are	present.	Value	drivers	

include	the	availability	of	crude	oil	(upstream),	

a	large	consumer	market	(downstream)	and	

the	availability	of	refineries	and	distribution	

infrastructure.	Several	of	these	drivers	

(though	not	necessarily	all)	must	be	present	

for	investments	to	be	feasible.	In	Africa,	there	

is	generally	little	refinery	capacity,	although	

the	demand	for	fuel	is	enormous.	In	Nigeria,	

there	are	both	upstream	and	downstream	oil	

businesses,	which	make	the	risk–reward	ratio	

there	more	beneficial’.	

– Michiel van Cortenberghe, director of 

business development, Royal Vopak

‘The	climate	in	Africa	is	favourable	

for	our	business.	Flowers	and	plants	

are	best	cultivated	near	the	equator.	

Average	temperatures	must	be	around	

25–30°C	during	the	day	and	15–20°C	at	

night.	Besides,	the	costs	of	labour	and	

of	transporting	flowers	from	Africa	to	

Europe	are	low.	For	certain	flowers,	such	

as	carnations,	we	see	a	shift	in	production	

from	Colombia	to	Kenya,	and	expect	this	

trend	to	extend	to	other	products	and	

countries	in	Central	America.’	

– Jurjan van der Laarsse, director of imports, 

Dutch Flower Group

‘Air	France-KLM	has	been	active	in	Africa	

for	75	years.	Air	France	has	a	long	history	

in	West	Africa	and	KLM	in	East	Africa.	The	

continent	has	always	been	our	money-

maker:	a	high	share	of	commercial	

transport	(business	class	passengers)	and	

relatively	little	competition.	One	difficulty	

of	doing	business	in	Africa	is	that	there	

are	many	small	destinations.	We	have	a	

strong	preference	for	just	a	few	major	

destinations.’	

– Gert-Jan Roelands, commercial director 

Africa, Air France-KLM

Source:	interviews

Box 2. Business drivers
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Its Nigeria office employs over 300 people. Exports remain important, however. In each 
country, FrieslandCampina works with one distributor (except for Sierra Leone, where it 
works with an agent). The Ghana office is responsible for regional sales in West Africa.

The company has growth ambitions in most sub-Saharan African countries. The 
motivation for engaging in sub-Saharan Africa now clearly relates to seeking new 
markets. For FrieslandCampina, the fierce competition in large emerging markets such 
as Brazil and its relative absence in Africa make the latter a highly interesting market. 

The	leadership	of	the	entrepreneur	is	another	strong	motivation	for	becoming	
active	in	Africa.	About	30%	of	the	survey	respondents	indicated	that	‘personal	
interest	of	the	management’	was	at	the	basis	of	their	involvement.	Many	SMEs	
started	their	engagement	in	Africa	with	personal	ambitions:	

Trade & Development Group/White Bird International
Since 1994, Gerard Klijn has been running the Trade & Development Group (TDG), 
an international broker of nuts and dried fruits from Africa. TDG deals in cashew and 
macadamia nuts via partnerships in South Africa, Mozambique, Benin and Burkina 
Faso. It all started with Mr Klijn’s passion for Africa and his ambition to contribute to 
development by means of economic incentives. The company’s website reads like  
a novel: 

‘A meeting in Nampula, Mozambique, in 2002 with Mr Filipe Miranda, a local 
entrepreneur in cashew processing, revived the dream that Gerard had been having 
since the late 1980s: to establish African processing, employ people and grow local 
economies. A strong relationship resulted in the first ‘North−South’ partnership. White 
Bird International BV was founded to be the investment partner for African companies. 
Trade & Development International was founded and subsidiaries started to service 
the African partnerships. In 2009 a last part of the company structure was built to form 
the Trade & Development Group, a company aiming to develop Africa through capital 
investments in local projects, technical support and international marketing. The 
company goal is to reinvest all the profits made within the group in existing or new 
projects. 
Source: Adapted from www.tradedevelopment.nl/cm/8/tdg/history
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Extrinsic motivations
In	addition	to	intrinsic	motivations,	extrinsic	motivations	influence	a	firm’s	decision	
whether	or	not	to	engage	in	Africa.	Extrinsic	motivations	generally	translate	into	
‘pull’	or	‘escape’	factors.	For	instance,	home	governments	can	encourage	or	assist	
firms	to	go	abroad	by	providing	subsidies	or	entering	into	diplomatic	agreements.	
But	firms	can	also	be	‘forced’	to	relocate,	perhaps	because	of	high	taxes,	strict	laws	
and	regulations,	bureaucracy,	or	naming	and	shaming	campaigns	of	NGOs.	

Extrinsic motivations originate in the stakeholder 
relations of a company. They result from 
interactions with external stakeholders, such 
as suppliers, customers, governments, local 
communities and NGOs.

Foreign	governments	can	also	encourage	firms	to	establish	local	operations	in	
their	country	by	providing	tax	breaks	and	other	investment-friendly	arrangements.	
Alternatively,	they	may	introduce	legislation	requiring	foreign	firms	to	establish	
joint	ventures	with	local	partners.

The	presence	of	extrinsic	motivators	is	always	difficult	to	prove	on	the	basis	of	
a	survey,	because	managers	tend	to	stress	their	intrinsic	rather	than	extrinsic	
motivations	–	certainly	if	political	factors	like	taxes	or	subsidies	are	involved.	
With	extrinsic	motivations,	tactical	(short-term)	considerations	often	prevail	over	
strategic	(long-term)	concerns.	

Table	2.	Extrinsic	motivations	of	Dutch	executives	(N	=	104).

Tactical	motives •	Improve	reputation

•	Philanthropy

15%

15%

Home	country	motives •	Government	subsidies

•	Political	agreement	between	the	Netherlands	and	African	country

17%

8%

Host	country	motives •	Legal	requirements	in	African	country 3%

Escape	motives •	Bureaucratic	burden	in	the	Netherlands

•	Avoiding	high	taxes	in	the	Netherlands	

•	Avoiding	laws	and	regulations	in	the	Netherlands

2%

			0%

0%
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In	our	survey,	17%	of	companies	identified	the	availability	of	Dutch	government	
subsidies	as	a	motivation	for	entering	African	markets	(table	2).	The	desire	to	
improve	the	company’s	reputation	and	philanthropy	were	other	extrinsic	drivers	
that	firms	identified	with.	Escape	motives	were	not	considered	applicable;	no	
respondents	felt	that	the	high	taxes	or	strict	laws	in	the	Netherlands	were	drivers	
to	go	to	Africa,	and	only	2%	mentioned	the	Dutch	bureaucracy	.	Few	regarded	the	
legal	requirements	in	the	African	host	country	as	a	barrier	to	entry.	

Relatively	few	respondents	(8%)	regarded	political	agreements	between	the	
Netherlands	and	African	host	countries	as	a	positive	factor	when	deciding	on	their	
strategy,	reinforcing	the	impression	advanced	in	Part	I	that	the	diplomatic	support	
for	firms	in	Africa	is	relatively	fragmented	and	could	be	improved.	
For	one	in	six	companies	philanthropy	was	a	reason	for	becoming	involved	in	
Africa.	These	private	initiatives	to	contribute	to	the	public	good	are	distinct	from	
‘regular	business’	as	they	have	no	objective	to	create	material	prosperity.	

The	motivation	for	philanthropy	tends	to	be	‘reactive’,	for	either	positive	or	negative	
reasons.2	In	the	former	case,	the	firm’s	management	or	staff	have	identified	a	
particular	African	need	or	an	opportunity	for	the	company	to	do	well.	In	the	latter	
case,	the	company’s	reputation	may	have	been	damaged	by	an	issue,	for	which	the	
philanthropic	effort	could	provide	a	(tactical)	solution.	Occasionally,	initiatives	that	
started	with	philanthropic	and	reputational	motivations	gradually	evolve	into	more	
active,	regular	and	sustainable	businesses,	as	the	following	examples	demonstrate:	

TNT Express – biofuel production in Malawi 
In 2009, TNT embarked on a project to establish a biofuel production facility using 
jatropha nuts in Malawi. The project started as a corporate social responsibility (CSR) 
initiative, driven by TNT’s Moving the World department in collaboration with the 
World Food Programme. The company obtained a subsidy from the Daey Owens Fund 
to cofinance the investment. TNT assisted in developing a network of farmers that 
grow and sell jatropha nuts to Bio-Energy Resources Ltd (BERL), TNT’s local partner, as 
well as an effective sales network. 

Four years later, the project can be considered a success. From a social/environmental 
perspective, 60 jobs have been created, and 30,000 farmers earn additional incomes by 
selling jatropha nuts from the trees growing around their farms. Tens of thousands of 
Malawians will have access to renewable energy for lighting, which is cheaper than the 
paraffin they used to buy. The project has brought a range of environmental benefits, 
including reduced CO2 emissions, and is also a commercial success: a due diligence study 
has concluded that BERL’s business model is robust and economically viable. A national 
biofuel policy has been developed, which allows the company to blend its jatropha oil 
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with non-renewable diesel and paraffin and sell it through a favourable tax regime. This has 
opened up a huge market in which BERL now has a strong competitive advantage. 

NICE International BV − social ventures in ICTs 
The ‘social venture’ NICE BV began in 2006 when Paul van Son attended a leadership 
programme in Gambia. After witnessing how the lack of energy infrastructure 
prevented Gambians from using modern means of communication such as the 
internet, van Son established the Energy4All Foundation. The foundation gradually 
gave birth to a company, NICE BV, which aims to create a network of solar-powered ICT 
centres across Africa, and has so far opened seven ICT centres in Gambia, which are 
operated by local entrepreneurs on a franchise basis.
 
The original centres offered ICT services (internet access, printing, copying, etc.) as well as 
phone recharging, cinema and TV. But rapid developments since 2006 have encouraged 
NICE to move beyond the original concept. The new NICE centres are better adapted 
to the reality of a country where internet access is becoming more common. They offer 
workspaces with internet access for students and entrepreneurs, a room for IT and business 
training, and a shop selling IT equipment and solar energy systems. They also rent out 
rooms for meetings or events. All services and prices have been designed for people at the 
lower end of the economic pyramid, particularly youth, women and local entrepreneurs.

In the future, 50 NICE centres in Gambia, Tanzania and Zambia will be supported 
with a €2.5 million grant from the European Union and co-funded by Rabobank, the 
Netherlands Development Finance Company (FMO) and Schneider Electric, a French 
engineering company.

Organon – charity growing into commerce 
Organon, a pharmaceuticals multinational of Dutch origin that became part of the 
Merck Sharp & Dohme (MSD) Group when it was acquired from AkzoNobel in 2007, 
is best known for its contraceptive products. Organon used to be active mainly in 
Western markets, and was involved in charity projects in Africa. Gradually the company 
became active in emerging markets and its attitude to charity changed. The company 
now employs a ‘bottom of the pyramid’ strategy, and countries such as Uganda and 
Tanzania have been included in its commercial activities. Products are sold at the 
lowest possible prices so that African consumers can afford them. Margins are low, but 
the large volumes (expected to be) sold make the business worthwhile. 

Secondary motivations

Sector dynamics	are	a	secondary	type	of	motivation	that	influence	a	company’s	
decision	to	internationalize,	and	its	strategy.	These	are	often	a	mixture	of	extrinsic	
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and	intrinsic	motivations	and	are	aimed	at	gaining	either	a	strategic	(long-term)	or	
tactical	(short-term)	competitive	advantage.

Sector dynamics are secondary motivations that, 
in addition to intrinsic and extrinsic motivations, 
influence a company’s decision to internationalize. 
Sector dynamics relate to a firm’s competitive 
position.

A	firm	may	be	driven	towards	Africa	in	order	to	secure	its	position	vis-à-vis	its	
competitors.	Table	3	shows	that	‘following	the	client’,	‘the	need	to	improve	the	
value/supply	chain’	and	the	‘decline	of	the	home	market’	were	the	strongest	
sectoral	motivations	for	Dutch	companies	to	start	engaging	in	Africa.	

Royal Vopak – following the client 
Royal Vopak aims to be the ‘leading provider of independent, optimum tank terminal 
infrastructure at locations that are critical to its customers in all regions of the world’. 
Serving its clients – chemical and oil companies, trading companies, governments and 
national oil companies – is integrated into Vopak’s core capabilities and translated into 
its strategy. In practice, considerations related to tactical (short-term) or strategic (long-
term) competitive advantages will determine how this principle of following the client 
is applied, i.e. how resources are allocated across regions, countries and business units.

Strategic •	Risk	diversification	

•	Following	competitors	into	Africa

15%

5%

Tactical •	Need	to	improve	the	value/supply	chain

•	Unsolicited	orders

19%	

11%

•	Following	the	client	into	Africa

•	Saturation,	stagnation	or	decline	of	home	market

25%

17%

Table	3.	Motivations	of	Dutch	entrepreneurs	(N	=	104).	



124	|	PART	III:	Strategies

Observations

Some	observations	on	the	motivations	of	Dutch	companies,	and	how	they	are	
changing,	are	presented	in	the	following.

1.	 Resources	are	out,	markets	are	in
The	survey	findings	show	that	the	motivations	of	Dutch	companies	are	changing	–	
seeking	new	markets	is	becoming	more	important	than	seeking	natural	resources.	
There	is	clearly	more	to	Africa	than	its	abundant	raw	materials.	It	has	not	gone	
unnoticed	that	service	sectors	are	booming	in	response	to	the	increasing	affluence	
of	(upper)	middle-class	African	consumers.	Nigeria,	until	recently	best	known	for	
its	attractive	oil	and	gas	reserves,	is	now	(also)	recognized	as	Africa’s	second	largest	
consumer	market	after	South	Africa.	Such	developments	have	forced	companies	
worldwide	to	amend	their	perceptions	of	sub-Saharan	Africa,	including	Dutch	
companies	such	as	Royal	Dutch	Shell	and	Philips:

Royal Dutch Shell – Africa as extraction and sales market
Shell maintains extensive interests across Africa, in both upstream – the exploration 
and extraction of crude oil and natural gas – and downstream businesses. Shell makes, 
distributes and sells a range of petroleum-based products for domestic, industrial and 
transport uses in 21 African countries, including some in North Africa.

Since April 2010, Shell Group strategy has been to concentrate its global downstream 
footprint into fewer, larger markets. Although as a result Shell has divested its 
downstream businesses in some smaller African countries, the company is maintaining 
a percentage shareholding in all aspects of these businesses and remains ‘committed 
to this exciting, diverse and dynamic marketplace’. 

Philips – the potential of consumer markets 
Philips has a strong ambition to extend its presence in sub-Saharan Africa. Although 
the company has been active and successful in the healthcare sector for many years, 
it has not yet succeeded in achieving a strong position in consumer markets. In 2010, 
the board decided that a novel approach was needed. The new ‘Africa Strategy’ aims 
for a market leading position in the region for and across the main divisions, including 
lighting, consumer electronics and healthcare. The key motivation for the new 
strategy is the growing African middle class which is asking for solutions that Philips is 
determined to provide. 

2.	 No	bandwagons,	thank	you
A	second	implication	is	that	Dutch	firms	do	not	feel	much	of	an	urge	to	jump	
on	the	bandwagon.	Above,	we	saw	that	following	the	client	is	an	important	
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motivation	for	25%	of	the	respondents	to	become	active	in	Africa.	Interestingly,	the	
motivation	to	follow	the	competitor	is	recognized	by	only	5%	of	the	companies.	
The	saturation	of	European	markets	does	compel	them	to	look	for	new	markets,	
but	the	majority	seem	to	believe	that	there	is	no	urgency	yet	when	it	comes	to	
Africa.	Many	firms	are	busy	building	up	their	positions	in	Brazil	and	China.	This	
conviction	that	‘time	is	on	our	side’	confirms	the	observation	made	in	Part	II	that	
Dutch	firms	are	insufficiently	seizing	opportunities	in	Africa.	

3.	 The	motivations	for	small	and	large	firms	are	different
The	motivations	of	large	Dutch	companies	for	engaging	in	Africa	are	rather	
different	from	those	of	SMEs.	The	availability	of	an	attractive	financing	arrangement	
from	the	Dutch	government,	for	instance,	is	an	extrinsic	motivator	that	is	more	
frequently	mentioned	by	SMEs	than	large	companies.	The	same	applies	to	‘personal	
interest	of	the	management	of	the	company’,	an	intrinsic	motivation	that	is	twice	as	
influential	for	SMEs	than	it	is	for	large	firms.	For	large	multinationals,	following	the	
client	is	a	stronger	motivator	than	it	is	for	SMEs.	Many	SMEs	do	business	exclusively	
in	sub-Saharan	Africa,	something	we	rarely	see	among	larger	Dutch	companies.

4.	 just	like	other	emerging	markets
As	part	of	this	research	we	studied	the	annual	reports	of	50	AEX/AMX-listed	companies.
For	Dutch	AEX/AMX-listed	companies,	the	reasons	for	being	active	in	the	emerging	
markets	of	sub-Saharan	Africa	are	not	very	different	from	those	for	engaging	in	the	
emerging	markets	in	Asia	or	South	America:	a	combination	of	intrinsic	motivations	
(growth	and	profits)	and	sector	dynamics	(saturated	or	declining	home	markets).

Among	the	50	companies	listed	on	the	Amsterdam	Stock	Exchange	(AEX	and	AMX),	
36	are	active	in	emerging	markets,	and	of	these,	12	have	identified	sub-Saharan	
Africa	as	a	region	where	they	aim	to	grow	(see	box	3).	For	these	companies,	Africa	is	a	
vehicle	for	realizing	a	general	growth	strategy,	just	as	other	emerging	regions.	

Box 3. Growth strategies

At	least	12	Dutch	AEX/AMX-listed	companies	

have	included	sub-Saharan	Africa	in	their	

corporate	growth	strategies.	These	include:

•	 	AkzoNobel,	ArcelorMittal,	Shell,	Fugro,	

BAM	International,	Boskalis,	SBM	

Offshore	in	extractive	industries	and	

related	services;

•	 	Air	France-KLM,	TNT	Express	in	

transport	and	logistics;

•	 	Philips,	Unilever	and	Heineken	in	

consumer	products	and	retail.

Source:	Annual	reports	2011.
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Heineken – sectoral motives and management aspirations 
If there is one company for which emerging markets matter, it is Heineken. While sales 
in Europe and the United States are stabilizing or declining, the company has seen 
annual growth rates of 6–9% in Africa and Latin America. For Heineken, brewing and 
selling beverages in Africa has nothing to do with surplus volumes or philanthropic 
concerns about the nutrition of Africans: they are pure necessity. The company’s 
motivations for business expansion in Africa are mainly sectoral, i.e. driven by a sense of 
urgency that if Heineken does not act now, it may never be able to again. 

Heineken is the second largest brewer in the Africa and the Middle East region, but it 
faces intense competition from market leader SABMiller and its South African nephew 
Castle. In 2011, SABMiller generated about 60% of its turnover in emerging markets, 
of which 7% in Africa, while Heineken’s share of emerging markets was about 40%, of 
which more than 10% of turnover was in Africa. In South Africa, the battle between 
the beer giants is characteristic of a mature market. In 2009, Heineken partnered with 
Diageo and Namibia Breweries to set up a new competing brewery in Johannesburg, 
as a result of which SABMiller lost 1% of its market share in South Africa. 

Heineken has a good sense of the opportunities in African markets and is eager to 
invest even in highly risky countries. In 2011, for example, the company announced that 
it would invest €250 million in a new brewery in DR Congo, and spend a total of about 
€130 million to acquire two breweries in Ethiopia. This additional capacity is crucial for 
future growth in Africa since many markets are highly consolidated, dominated by a 
single company that controls up to 95% of local volumes.

In	comparing	the	characteristics	of	Dutch	entrepreneurship	in	Africa	and	the	
drivers	for	Dutch	companies	to	become	active	on	the	continent,	the	survey	
revealed	some	notable	inconsistencies.	While	31%	of	respondents	indicated	that	
the	‘size	of	the	consumer	market	in	sub-Saharan	Africa’	has	been	an	important	
driver,	only	5%	are	directly	targeting	consumers.	Whereas	growth	and	profit	goals	
are	important	motivations,	most	firms	still	use	a	rather	conservative	business	
model:	trade.	In	Part	IV	we	explore	why	for	many	firms,	their	strategic	intentions	
and	realization	often	diverge.



Strategies:	from	intention	to	realization	|	127	

3	 	Strategies:	from	intention	to	
realization

When	developing	a	business	strategy	for	engaging	in	sub-Saharan	Africa,	a	
company	is	confronted	with	a	plethora	of	options.	Should	it	exploit	its	own	
capacities	and	resources	and	try	to	adapt	to	the	specific	circumstances	of	Africa?	
Or	should	it	develop	new	capacities	and	try	to	change	the	local	circumstances	to	
fit	its	existing	strategy?	While	the	former	may	lead	to	considerable	internal	and	
international	coordination	problems,	the	latter	may	create	external	coordination	
problems.	Internationalization	is	a	complex	balancing	act	involving	numerous	
trade-offs:

short-term 
go-it-alone 

exports 
global coordination

spread of activities
exploitation of existing capabilities 

reactive stakeholder approach
low control/ownership 

inactive attitude
risk 

costs 

↔   long-term
↔   partnering
↔   local production
↔   local responsiveness
↔   concentration of activities
↔   exploration of future opportunities
↔   proactive stakeholder approach
↔   high control/ownership
↔   active attitude
↔   responsibility
↔   benefits

Adjusting plans along the way

For	any	company,	working	across	borders	is	a	tremendously	complex	
endeavour.	Owing	to	the	many	inherent	challenges	involved,	the	process	of	
internationalization	is	typically	associated	with	strong	tensions	between	the	
intention	of	a	strategy	and	its	realization.

While	intrinsic	motives	might	prevail	initially,	extrinsic	motives	begin	to	emerge	
when	a	strategy	is	implemented.	Choices	based	on	the	company’s	core	business	
and	competencies	are	checked,	rejected	and	renewed	in	order	to	remain	in	line	
with	the	interests	of	stakeholders	such	as	customers	and	suppliers.	A	product	
that	is	very	popular	in	one	country	may	turn	out	not	to	be	so	in	another.	The	
competencies	that	worked	well	in	the	Netherlands	may	not	be	so	useful	abroad	
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after	all.	Stakeholders	begin	to	have	a	greater	influence	on	the	implementation	of	
the	strategy.	The	strategy	that	is	eventually	realized	is	the	result	of	the	intended,	
deliberate,	non-realized	and	emergent	strategies	that	have	shaped	it	on	its	way	–	a	
three-stage	process	described	by	Henry	Mintzberg	(figure	7)	as	follows:

1.	 Intended strategy:	intrinsic	motives	prevail	over	extrinsic	motives;
2.	  Deliberate and emergent strategy:	extrinsic	motives	start	to	intervene	and	to	

prevail	over	intrinsic	motives;
3.	  Realized strategy:	mixed	motives	and	sector	dynamics	at	best	explain	the	actual	

strategy.

The attitude thing 

In	our	survey,	case	studies	and	interviews,	we	have	observed	a	considerable	
gap	between	the	intentions	of	a	company	to	develop	its	business	in	Africa	and	
the	realized	strategy.	One	explanation	is	that	within	a	firm	there	are	often	quite	
different	visions	regarding	the	answer	to	a	crucial	business	question:	should we 
focus on exploiting our existing resource base, or should we invest in new competencies 
and products for Africa?

When	considering	the	allocation	of	resources	–	making	decisions	on	how	to	divide	
people,	assets,	finance,	time	and	energy	across	transnational	activities	–	a	firm	can	
choose	to	become	more	active	or	less	so.	A	company	that	has	adopted	a	trade	

Figure	7.	From	intention	to	realization.

Source:	Mintzberg	et	al.	(2009)	Strategy Safari.
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model	may	decide	on	a	case	by	case	basis	to	make	use	of	opportunities	as	and	
when	they	arise,	using	few	resources	(inactive),	or	it	may	decide	to	become	more	
active	in	exploring	opportunities	and	to	engage	in	major	efforts	to	realize	them,	
using	more	resources	(active).	

Alternatively,	a	firm	whose	products	and	services	need	to	be	adapted	to	meet	the	
specific	demands	of	foreign	stakeholders	has	two	options.	It	may	try	to	stay	as	close	
as	possible	to	its	original	business	model,	but	to	develop	it	so	that	can	be	easily	
replicated	and	allow	for	economies	of	scale	(reactive),	or	it	can	focus	on	a	specific	
market	or	client	group,	allowing	for	targeted	sales	(proactive).	

Attitudes	ranging	from	inactive	to	proactive	can	be	found	everywhere:	at	the	
individual	level	among	managers	and	executives,	as	well	as	at	the	aggregate	level.	
While	the	attitude	of	the	board	may	be	active	towards	some	countries,	it	may	be	
reactive	or	inactive	towards	others.	A	manager	may	be	convinced	that	proactive	
business	development	is	required	to	seize	certain	opportunities,	while	his	superior	
may	reason	that	the	necessary	resources	could	be	better	used	elsewhere.	This	may	
lead	to	different	strategies	for	growth	markets	within	one	company,	as	the	cases	in	
Part	IV	illustrate.

The time factor 

Another	factor	that	explains	why	the	intention	of	an	internationalization	strategy	
and	its	realization	tend	to	diverge	is	time.	Motivations	are	more	dynamic	than	
strategies.	The	actual	strategy	may	be	the	result	of	long	interventions	that	have	
grown	slowly	over	the	years	into	a	business	that	only	to	a	certain	extent	reflects	
the	latest	insights	and	beliefs.	This	explains	why	many	survey	respondents	may	be	
motivated	by	the	African	middle	class,	even	though	their	strategy	is	not	focused		
on	consumers.

To	a	large	extent,	a	company’s	approach	to	internationalization	evolves	over	
time.	The	commitment	of	an	entrepreneur	to	a	market	and	his	or	her	willingness	
to	invest	are	known	to	be	related.	The	more	a	company	knows	about	a	foreign	
country,	the	more	likely	it	is	to	free	up	resources	and	to	make	long-term	
commitments.	Knowledge	in	this	sense	should	be	interpreted	broadly,	including:	

• institutional market knowledge	about	the	language,	laws	and	rules	in	a	country;
•  business market knowledge	about	the	firms	with	which	a	company	is	doing	or	is	

trying	to	do	business,	and	the	relationships	between	firms	in	its	environment;	and	
•  relationship knowledge	about	the	resources,	capabilities	and	personalities	of	

individuals	with	whom	the	company	interacts.3
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The	history	of	many	Dutch	companies	in	Africa	shows	that	their	involvement	in	
general	has	entailed	increasing	commitments.	The	most	gradual	processes	have	
been	undertaken	by	cooperative	and	family-owned	firms,	such	as	De	Heus	or	
FrieslandCampina,	which	have	had	to	finance	their	internationalization	strategies	
out	of	their	own	capital.	

The	internationalization	processes	followed	by	publicly	quoted	corporations	
tend	to	be	more	bumpy.	They	often	alternate	between	periods	of	extremely	slow	
organic	growth	or	even	divestments	and	periods	of	rapid	internationalization,	in	
which	they	suddenly	grasp	opportunities	in	host	markets.	Listed	firms	have	access	
to	a	large	pool	of	resources,	making	them	less	susceptible	to	the	consequences	of	
(bad)	commitments	and	are	able	to	step	up	their	internationalization	efforts	at	a	
faster	rate.	They	can	go	straight	to	a	greenfield	investment	without	accumulating	
market	knowledge	via	a	joint	venture.	While	a	failed	foreign	acquisition	may	mark	
the	end	of	a	small	or	medium-sized	firm,	a	multinational	will	have	less	difficulty	
overcoming	the	losses	if	a	decision	needs	to	be	reversed.

The	internationalization	processes	of	companies	from	emerging	countries,	such	
as	Chinese	and	Brazilian	state-owned	enterprises,	also	have	been	much	faster	
than	those	following	the	typical	evolutionary	approach.	Their	‘springboard’	
strategy,	realized	with	the	deep	pockets	of	their	main	shareholders	(sometimes	
complemented	by	stock),	has	facilitated	their	rapid	entry	into	Africa.	
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4	 Growing	ambitions	

Dutch	firms	have	been	present	in	Africa	for	centuries.	Their	connections	with	the	
continent	used	to	be	dominated	by	import	and	export	relationships,	and	even	today	
the	trade	model	prevails.	But	the	scope	and	intensity	of	private	sector	involvement	in	
Africa	is	changing.	This	can	be	seen,	for	example,	in	the	different	strategic	orientations	
of	new	entrants	to	African	markets,	and	in	the	fact	that	companies	are	increasingly	
including	the	interests	of	stakeholders	in	their	business	strategies.	This	chapter	explores	
some	of	these	trends,	as	revealed	by	the	Dutch	companies	participating	in	our	survey.	

Planning for expansion 

Almost	all	Dutch	firms,	regardless	of	their	size	or	the	nature	of	their	business,	are	
positive	about	their	business	activities	in	Africa	(figure	8	and	table	4).	Only	6%	
are	really	dissatisfied,	but	few	of	these	are	considering	ending	or	reducing	their	
involvement.	Practically	all	firms	active	on	the	continent	intend	to	expand	their	
businesses.	This	satisfaction	is	understandable	because	their	businesses	in	Africa	
are	still	growing	year	on	year.

Figure	8.	Most	Dutch	companies	are	satisfied	with	their	activities	in	Africa	(left),	and	plan	to	expand	

their	businesses	(right)	(N	=	87).	
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Focusing on consumer markets 

Among	the	companies	participating	in	the	survey,	about	one-third	(29%)	are	relative	
newcomers	to	Africa,	having	started	their	businesses	on	the	continent	within	the	
last	five	years.	Almost	all	of	these	newcomers	are	non-listed	companies.	All	of	the	
15	participating	AEX/AMX-listed	companies	have	been	active	for	five	years	or	more.	
The	newcomers	are	overwhelmingly	small	and	medium-sized	companies:	90%	
employ	fewer	than	250	staff	worldwide.	Burundi,	Cape	Verde,	Ghana,	Kenya,	Rwanda,	
Sudan,	Tanzania	and	Zambia	are	the	most	popular	countries	among	the	newcomers.	

When	we	look	at	the	nature	of	the	businesses	in	which	the	companies	are	involved,	
we	find	a	relatively	strong	representation	of	equity	investors	and	retailers.	Most	
of	the	companies	involved	in	trade	with	sub-Saharan	Africa	have	been	active	for	
many	years,	while	newcomers	tend	to	be	most	active	in	service-related	sectors	
such	as	infrastructure	development,	construction,	business	services	and	consumer	
products	such	as	food	and	beverages	(figure	9).	

The	oil	and	gas	sector	is,	as	expected,	one	of	the	oldest	sectors	in	which	Dutch	
companies	are	involved	in	Africa.	This	sector,	as	well	as	agriculture,	is	driven	by	the	

Reasons	for	satisfaction Reasons	for	dissatisfaction

•	Increasing	demand	for	my	services

•	Africa	is	proving	to	be	a	stable	market

•	Growth	potential

•	Low	risk,	high	returns

•	Operating	model	is	getting	up	to	standard

•	We	are	a	market	leader

•	We	are	growing	our	market	share

•	We	manage	to	add	profit	to	the	group

•		Expected	turnover	and	margins	are	usually	

realized

•	Business	is	growing	on	a	yearly	basis

•	Good	returns

•	Profitability

•	Constant	growth,	with	little	risk	so	far

•	We	are	well	positioned

•	We	make	progress	every	day

•	Maintaining	market	share	for	over	15	years	

•	Returns	could	always	be	higher

•	Debt	collection	is	difficult	

•	Low	returns

•	We	are	not	seizing	all	opportunities

•		Difference	in	performance	between	countries

•		It	takes	longer	than	expected	to	make	a	profit

•	Revenues	could	be	higher

•	Profitability	is	less	than	projections

•		Despite	many	achievements	and		

non-financial	returns,	it	is	hard	actually	to	

earn	money

Table	4.	Reasons	for	satisfaction/dissatisfaction	with	business	activities	in	Africa.
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Figure	9.	Sectors	in	which	Dutch	companies	are	active	in	sub-Saharan	Africa	(top),	and	the	

nature	of	their	businesses	(bottom).	Newcomers	(<5	years)	are	more	likely	to	be	involved	in	the	

services	and	infrastructure	sectors,	and	to	invest	in	local	companies	and	African	consumers,	than	

companies	operating	in	Africa	for	more	than	five	years	(N	=	102).
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resource	potential	(import-oriented),	although	we	see	a	shift	in	the	motivations	of	
companies	in	these	sectors	towards	a	stronger	consumer	orientation.

Becoming more inclusive

The	dynamics	of	the	sector	in	which	a	firm	operates	can	bring	challenges	concerning	
dealing	with	stakeholders,	both	internal	and	external.	This	presents	a	firm	with	
the	choice	of	whether	to	be	reactive	or	proactive:	it	can	focus	on	responding	to	
the	actions	of	stakeholders,	or	it	can	attempt	to	include	their	interests	as	much	as	
possible	in	its	business	strategy.	From	the	responses	to	our	survey,	we	observe	that	
Dutch	firms	are	becoming	more	proactive	in	involving	stakeholders,	increasingly	
adapting	their	business	strategies	and	recognizing	their	responsibilities.	

Involving stakeholders
From	the	responses	to	the	question	of	how	companies	interact	with	their	various	
stakeholders	when	drafting	their	business	strategies,	it	seems	that	most	firms	
prefer	a	more	active	approach.	About	75%	of	respondents	indicate	that	they	involve	
stakeholders	within	and	outside	the	company	(table	5).	For	quoted	companies,	the	
percentage	is	even	higher:	87%	have	adopted	an	interactive	or	highly	interactive	
strategy	and	involve	a	large	variety	of	primary	and	secondary	stakeholders	in	their	
strategy	formulation	and	implementation	processes.	

The	respondents	were	asked	what	they	would	do	differently	if	they	were	to	determine	
their	Africa	strategy	again,	in	order	to	provide	information	on	the	direction	of	dynamic	
adjustments	in	the	confrontation	between	the	intention	of	a	strategy	and	its	realization.	
Various	companies	noted,	for	instance,	that	they	would	more	actively	look	to	make	
better	use	of	the	expertise	of	local	partners	and	stakeholders.	

Table	5.	Stakeholders	consulted	by	firms	when	designing	their	business	strategies	
for	a	sub-Saharan	African	country	(N	=	92).

Stakeholders Examples %

Internal	stakeholders Managers	

Employees	

62%

35%

Primary	stakeholders	(directly	linked	

to	company)

Customers	

Shareholders	

Suppliers	

65%	

33%	

23%

Secondary	stakeholders	 Governmental	organizations	

Local	stakeholders	

Non-governmental	organizations

41%

39%

34%
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Adapting business strategies
About	two-thirds	of	the	SMEs	surveyed	indicate	that	the	business	models	they	use	
for	Africa	are	relatively	standard.	These	firms	are	using	the	same	organizational	
and	revenue	models	for	both	African	and	other	markets.	Different	behaviour	is	
observed	among	large	firms.	The	majority	of	the	multinationals	in	the	survey	
indicate	that	they	use	a	specific	business	model	for	Africa	(35%)	or	have	adapted	
specific	aspects	of	their	standard	model	to	suit	local	circumstances	(18%).	These	are	
signs	of	more	advanced	and	more	locally	embedded	strategies	in	African	markets.	

‘Guarantee		
commitment	of	local	

stakeholders’
– Several SMEs

‘As	first	movers	we	were	too	slow	
in	realizing	that	African	business	is	

maturing.	We	are	calling	back	all	our	
expats	and	substituting	them	with	

local	staff’
– A seafood company

‘Adopt	a	more	
differentiated	

approach	
when	it	comes	

to	selecting	
business	
partners’

‘Look	even	more	
closely	at	African	

habits	than	we	
already	did’

‘Invest more in local operations: 
more control, more marketing 

power, more effective operations’
– SME ‘Focus on commercialization 

first, instead of government/NGO 
initiatives and support’

‘Wait	a	little	
longer	for	a	

better	partner’

‘Do	better	
research	before	

investing’

‘We	are	basically	satisfied	with	our	strategy,	but	I	believe	
we	could	have	grown	faster	if	management	had	allowed	

more	staff	to	pursue	sales.	Now	we	have	to	balance	
turnover	versus	sales,	while	in	Africa	payback	comes	

after	investment	and	may	take	a	bit	longer	than	in	the	
West	because	processes	move	slowly	in	Africa’

– A quoted company

‘Allow	longer	time	schedules		
for	completing	projects’

‘Listen	to	customers,	be	more	
proactive,	let	local	people		

make	decisions’
– A medium-sized company

‘Have	a	regional	
sales	office	

and	adapt	our	
products	and	

business	model	
more	to	local	
requirements’

‘Plan for a 
longer time to 

market’

‘Ensure	that	our	local	presence	is	
better	tailored	to	and	supports	our	

business	requirements’
– an international consultant

‘Specify	very	
clear	terms	and	

conditions	before	
each	project	and	

ask	for	a	50%	
down	payment	
before	the	start’

What	would	you	do	differently	if	you	were	to	determine	your	Africa	strategy	again?
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Rather	than	following	a	global	or	standardized	strategy	in	Africa,	these	firms	use	a	
‘glocal’	or	‘transnational’	strategy,	as	discussed	below.

Recognizing responsibilities
The	managers	of	Dutch	companies	are	aware	that	they	have	various	responsibilities	
when	working	in	Africa	−	few	of	them	believe	that	making	a	profit	alone	is	
sufficient.	The	majority	of	firms	accept	that	they	at	least	have	an	economic	
responsibility,	i.e.	to	create	jobs,	pay	taxes	and	invest	(figure	10).	Many	agree	
that	their	firm	should	adopt,	if	it	has	not	already	done	so,	voluntary	codes	of	
governance	and	business	ethics	related	to	non-discrimination,	labour	conditions	
and	the	use	of	child	labour,	for	instance.	Complying	with	local	laws	and	regulations	
is	also	acknowledged	as	important	by	most	firms.	About	half	agree	that	their	firm	
should	aim	to	contribute	to	the	development	of	the	communities	in	which	they	
work.	Fewer	respondents,	but	nevertheless	a	substantial	number,	believe	that	
their	firm	has	a	responsibility	to	address	global	problems	such	as	climate	change	
and	food	security.	One	quarter	believe	that	setting	aside	funds	for	corporate	social	
projects	is	an	obligation	resulting	from	their	activities.	

Dutch	firms	operating	in	sub-Saharan	Africa	are	well	aware	of	the	many	
development	challenges.	As	many	as	90%	of	those	surveyed	claim	that	their	
company	is	addressing	development	issues	as	part	of	its	approach	in	Africa.	Often,	
the	corporate	strategy	provides	formal	guidelines	on	matters	such	as	health	and	
safety	and	compliance	with	environmental	regulations.	A	large	majority	(64%)	
believe	that	doing	business	in	Africa	and	addressing	development	issues	are	
logically	related.	But	they	also	recognize	that	this	provides	a	way	to	differentiate	
themselves	from	their	competitors	and	to	deal	with	specific	business	risks.	

Figure	10.	Company	responsibilities.	(N	=	91)
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Several	entrepreneurs	emphasize	that	they	do	not	see	the	need	to	use	a	different	
approach	in	Africa.	They	argue	that	being	ethical	and	maintaining	strict	business	
principles	is	necessary	wherever	they	work,	irrespective	of	geographic	location.	
Indeed,	Dutch	businesses	are	acknowledged	as	being	among	the	most	ethical	
worldwide.4	Refraining	from	corruption,	adhering	to	local	laws,	paying	taxes	and	
treating	employees	well:	these	are	aspects	of	business	that	Dutch	firms	do	almost	
by	default.	Hence,	even	doing	the	minimum	can	often	make	a	difference.	By	
offering	employees	contracts,	providing	training	and	paying	them	on	time.	Dutch	
companies	soon	compare	favourably	with	others	in	countries	where	there	is	little	
job	security	and	attention	to	human	development.	In	the	long	term,	however,	it	is	
questionable	whether	doing	the	minimum	by	Dutch	standards	is	sufficient	for	a	
company	to	secure	a	competitive	position	in	Africa.	

This	chapter	has	argued	that	Dutch	firms	that	are	active	in	Africa	share	an	overall	
ambition	to	intensify	their	involvement.	Among	the	firms	surveyed,	94%	are	
considering	expanding	their	business	in	the	same	or	other	countries.	Newcomers	
tend	to	focus	on	consumer	markets	and	are	more	inclined	to	make	investments.	
Dutch	companies	in	Africa	are	increasingly	involving	stakeholders	in	their	business	
strategies	and	recognize	their	responsibilities	to	contribute	to	the	development	of	
the	African	countries	where	they	work.	
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5	 	Why	companies	are	not	active	
in	Africa

Despite	the	positive	experiences	of	those	firms	that	are	active	in	Africa,	it	should	
be	remembered	that	the	overwhelming	majority	of	Dutch	firms	are	not	engaged	
in	Africa.	What	is	holding	them	back?	Are	they	not	aware	of	the	opportunities,	are	
outdated	perceptions	blurring	their	view,	or	have	they	made	a	proper	assessment	
and	concluded	that	other	markets	are	actually	more	promising?	How	deliberate,	in	
other	words,	is	their	choice	not	to	engage	in	Africa?

The	respondents	in	our	survey	represent	a	wide	range	of	companies	that	fall	into	a	
number	of	distinct	groups:	firms	that	are	internationally	active	but	not	in	emerging	
markets,	companies	that	are	active	in	emerging	markets	but	not	in	Africa,	firms	that	
have	some	minor	activities	in	Africa	but	would	rather	not	emphasize	them,	and	
firms	that	are	involved	in	South	Africa	but	nowhere	else	on	the	continent.	

Group 1: internationally active, but not in 
emerging markets 

The	Dutch	economy	is	increasingly	dependent	on	emerging	markets.	The	volume	
of	Dutch	exports	to	the	four	BRIC	countries	is	nearly	as	large	as	that	of	exports	
to	Italy,	the	Netherlands’	fourth	largest	trading	partner.5	Nevertheless,	numerous	
companies	have	no	relations	with,	or	as	yet	have	no	ambition	to	engage	in	
emerging	markets	in	general.	Among	the	50	AEX/AMX-listed	companies,	14	(28%)	
are	not	engaged	in	emerging	markets:	

Eurocommercial Properties, Unibail-Rodamco, Vastned Retail 
and Wereldhave are real estate corporations that invest in shopping centres, 
offices and prime retail developments. Their focus is on Western Europe – ‘wealthy 
countries where indexed shop rents with a turnover-related element provide market 
transparency and management efficiency’ (Eurocommercial Properties). Vastned is 
the only real estate investor active in an emerging market − Turkey. Heijmans is 
also active in real estate, combined with technical services and infrastructure, in the 
Netherlands, Belgium and Germany.

Ahold used to be active in emerging markets, but ceased doing so following an 
accounting scandal in 2004. In the 1990s, Ahold acquired over 50 retailers, wholesalers 
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and other parties across four continents, with stores in China, Singapore, Indonesia, 
Thailand and Guatemala. But disappointing results led the company to sell all its assets 
in emerging markets. Today, Ahold stays closer to home, with operations in Central 
Europe and the Baltic states being most remote, except for sourcing (the company 
imports vegetables and fruit from Africa). CEO Dick Boer describes Ahold’s strategic 
focus as follows. In emerging markets, two types of chain are effective − discount 
stores and hypermarkets − but these are not concepts that Ahold is best equipped to 
exploit. ‘We are however closely following these markets to determine when they are 
mature enough for us to step in.’ 

Binckbank, an online brokering service provider, and insurance company 
Delta Lloyd have ambitions to achieve leading positions in key European markets. 
Binckbank sees more potential in mature markets than it can possibly meet in the 
short run.

KPN, PostNL and Ordina are service providers focused entirely on the Benelux 
countries. Pharmacy operator Mediq is active in several Western European countries 
and the United States, as well as Poland and Hungary. Employment services provider 
USG People is active in 10 European countries. 

	
With	the	exception	of	Ahold,	most	of	the	14	AEX/AMX-listed	companies	not	active	in	
emerging	markets	have	never	operated	outside	Europe.	Their	knowledge	of	African	
markets,	networks	and	business	practices	is	therefore	negligible.	This	creates	a	‘liability	
of	foreignness’:	the	internationalization	steps	of	these	publicly	quoted	enterprises	are	
carefully	monitored	by	shareholders	and	the	media,	creating	considerable	barriers	to	
entry	in	Africa.	For	most	of	these	firms,	Africa	is	in	many	respects	too	distant.
	

Group 2: active in emerging markets, but Africa 
assessed as too difficult

Another	group	of	companies	not	active	in	Africa	consists	of	those	that	have	
explored	the	opportunities	and	risks,	but	consider	the	balance	between	risk	and	
reward	unsatisfactory.	

Our	analysis	of	the	growth	strategies	of	the	50	AEX/AMX-listed	companies,	as	
presented	in	their	annual	reports,	showed	that	of	those	that	recognize	emerging	
markets	as	an	important	vehicle	for	growth,	12	have	explicitly	included	Africa	in	
their	corporate	strategies	(figure	11).	In	reality,	however,	21	of	these	companies	
are	active	in	Africa.	Apparently,	for	these	companies	the	results	of	their	activities	
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in	Africa	and	the	prospects	for	growth	are	too	limited	and	as	yet	not	convincing	
enough	to	label	the	continent	a	‘key	growth	market’.	

Firms	may	have	good	reasons	for	regarding	African	markets	as	less	attractive	than	the	
emerging	markets	in	Asia	and	Latin	America.	For	instance,	manufactured	products	
account	for	less	than	5%	of	Africa’s	exports,	compared	with	about	20%	of	those	of	
China,	India	or	the	Philippines.6	For	companies	like	ASML,	the	world’s	largest	maker	
of	lithography	machines	for	manufacturing	computer	chips,	Asia	simply	is	more	
interesting	than	Africa,	both	as	a	market	and	as	a	supplier.	This	applies	to	a	range	of	
other	Dutch	industrial	engineering	and	manufacturing	companies.	
	
The	underdeveloped	retail	sector	in	Africa	is	another	reason	why	Dutch	consumer-
oriented	companies	prefer	to	focus	on	other	markets.	What	companies	may	
overlook	is	that	there	is	a	retail	sector	in	Africa,	and	that	it	serves	customers	in	
the	most	remote	areas.	Retail	is	less	formalized	than	in	other	regions.	For	some	
companies	it	is	merely	a	question	of	how	to	make	use	of	existing	distribution	and	
retail	sectors.	Beverage	companies	such	as	Heineken	and	Coca	Cola,	telecoms	
companies	such	as	Vodafone	and	retailers	such	as	Shoprite	have	proven	that	
retailing	products	to	African	consumers	is	possible,	and	lucrative,	provided	that	
companies	develop	locally	adapted	strategies.	

Shoprite, a South African retailer, started in 1979 as a small chain of supermarkets. 
Its operational strategy put the brand in an excellent position to expand into African 
markets outside South Africa. Since 1995, the chain has grown from one store in Lusaka, 
Zambia, to 71 stores in 16 countries, in addition to its 309 stores in South Africa. 

Figure	11.	AEX/AMX-listed	companies	that	are	active	in	emerging	markets	(N	=	36)	that	have	business	

in	Africa	(left),	and	have	explicitly	included	sub-Saharan	Africa	in	their	corporate	strategy	(right).
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For	companies	selling	products	such	as	electronic	devices	that	need	after-sales	
service	or	fresh-food	products	that	require	refrigerated	transportation	and	storage,	
the	issue	of	retail	is	more	challenging.	Only	companies	like	Unilever	and	Coca	Cola	
have	the	substantial	investment	budgets	that	are	needed,	and	the	determination,	
to	reach	the	smallest	villages	with	their	products,	and	they	can	target	a	limited	
number	of	countries	at	the	same	time.	

Group 3: active in emerging markets, but have 
not considered Africa

The	third	group	of	companies	includes	those	that	engage	in	emerging	markets,	
but	have	not	realized	that	African	countries	may	offer	comparable	opportunities.	
These	enterprises	may	not	have	made	the	effort	to	examine	the	African	potential	
to	contribute	to	their	business,	or	to	collect	market	information	and	join	the	right	
networks.	The	management’s	lack	of	familiarity	with	and	negative	perceptions	of	
the	continent	may	have	contributed	to	their	wait-and-see	attitude.	

Our	survey	was	primarily	aimed	at	companies	with	activities	in	Africa.	But	it	also	
contained	a	subset	of	questions	for	companies	that	were	active	in	emerging	
countries	but	not	in	Africa.	Of	the	13	companies	that	completed	these	questions,	
all	are	international:	all	but	one	have	business	interests	in	Western	Europe,	more	
than	half	are	active	in	Asia	and	Central	and	Eastern	Europe,	and	about	a	third	
do	business	in	Australia,	the	Americas	and	the	Middle	East/North	Africa.	The	
respondents	included	both	small	and	medium-sized	companies	and	multinationals.	

When	asked	why	their	company	is	not	active	in	sub-Saharan	Africa,	23%	of	
respondents	stated	that	they	did	not	see	any	opportunities	there	(see	figure	12).	
Another	three	(mainly	smaller	companies)	saw	opportunities,	but	they	either	were	
unable	to	obtain	finance	or	felt	that	the	risks	are	too	great.	Most	respondents,	
however,	indicated	that	they	have	never	seriously	considered	Africa,	for	various	
reasons.	If	there	is	no	strategic	intent,	it	is	difficult	to	start	any	activity.	

Group 4: some activities in Africa, but would 
rather not emphasize them (yet)

Within	companies,	there	may	be	wide-ranging	opinions	about	whether	or	not	
Africa	is	an	interesting	market.	For	this	book,	we	have	spoken	to	numerous	export	
managers,	business	development	managers	and	senior	executives	of	companies	
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engaged	in	Africa.	No	one	needs	to	convince	them	that	there	is	potential	for	their	
business	in	Africa,	but	getting	that	message	across	to	their	bosses,	stakeholders	
and	shareholders	is	quite	a	different	story.	

	While	for	a	particular	division	or	unit,	the	business	in	Africa	may	have	become	
considerable	in	a	matter	of	a	few	years,	the	contribution	to	the	overall	company	
results	may	still	be	negligible.	In	the	worldwide	operations	of	large	multinational	
companies,	the	performance	of	some	African	activities	can	easily	be	overlooked.	
Sometimes,	the	share	of	business	in	an	African	country	can	be	relatively	low	even	
though	the	market	share	or	the	reputation	of	the	brand	is	very	high.

For	a	sales	manager	with	a	small	investment	budget,	it	can	be	an	enormous	
challenge	to	generate	profits	that	will	contribute	significantly	to	the	company’s	
total	revenues.	Combined	with	the	image	problem	of	many	African	countries,	this	
makes	it	difficult	for	managers	to	build	a	convincing	business	case	for	operating		
in	Africa.	

This	problem	is	reinforced	by	the	lack	of	reliable,	sector-specific	‘open	source’	data.,	
which	makes	it	difficult	to	provide	a	clear-cut	business	case	for	operating	in	Africa.	
At	this	stage,	the	number	of	market	research	companies	in	Africa	is	limited,	but	
increasing.	It	is	also	clear	that	in	order	to	develop	and	roll	out	a	business	case,	a	
company	has	to	make	capacity	available.	This	presents	a	‘chicken-and-egg’	problem:	
if	there	is	no	well-developed	business	case,	there	is	no	inclination	to	make	available	
the	necessary	capacity.	Combined	with	the	Calimero	effect	–	the	impression	that	
major	competitors	from	the	BRIC	countries	receive	unfair	advantages	in	Africa	–	the	
problem	results	in	lethargy.	

Figure	12.	What	are	the	main	reasons	why	your	company	is	not	active	in	sub-Saharan	Africa?	(N	=	13).
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For	tactical	reasons,	it	may	also	be	wise	to	explore	African	opportunities	‘off	the	
radar’.	Several	large	companies	are	currently	conducting	low-profile	activities	
in	Africa.	As	long	as	investments	are	kept	to	a	minimum,	there	is	no	need	to	
inform	shareholders	or	incorporate	these	activities	into	the	corporate	growth	
strategy.	Doing	so	provides	these	companies	with	room	for	manoeuvre	to	build	
up	knowledge	of	markets	and	relationships	on	a	trial	and	error	basis.	When	the	
activities	prove	to	yield	consistent	positive	results,	they	can	always	be	included	in	
the	corporate	strategy.	Several	Dutch	companies	are	now	exploring	Africa	in	this	
manner.

With	regard	to	the	general	public,	many	Dutch	retailers	are	modest	about	
communicating	that	they	are	sourcing	from	Africa.	The	financial	and	reputational	
risks	of	negative	reactions	from	consumers	and	critical	NGOs	are	seen	as	
outweighing	the	benefits	of	showing	that	the	company	is	doing	something	good	
for	Africa.	Very	few	retailers	in	the	Netherlands	are	using	Africa	as	a	positive	‘brand’,	
for	instance,	although	there	are	some	exceptions	in	the	fashion	and	cosmetics	
sectors,	such	as	shea	butter	cream	from	Ghana.	

Group 5: active in South Africa, but not in the 
rest of Africa

The	final	group	of	companies	consists	of	entrepreneurs	that	engage	exclusively	in	
South	Africa.	As	highlighted	in	Part	I,	there	are	many	differences	between	South	
Africa	and	the	rest	of	sub-Saharan	Africa	–	not	least	the	fact	that	the	former	has	
a	world-class	financial	market,	business	climate	and	infrastructure.	Companies	
that	do	business	in	South	Africa	operate	in	a	mature	market	that	is	quite	different	
from	those	in	East,	Central	or	West	Africa.	Various	Dutch	firms	trade	with	or	have	
business	operations	in	South	Africa,	but	not	in	the	rest	of	the	continent.	

In	short,	there	are	numerous	reasons	why	Dutch	companies	may	not	be	active	
in	Africa.	For	some,	this	is	the	result	of	deliberate	choices	based	on	extensive	
market	research,	while	others	are	more	reluctant	based	on	intuition	or	misguided	
perceptions.	Whatever	the	motivation,	it	is	important	for	a	firm	to	recognize	where	
it	stands,	as	this	will	influence	its	chances	of	success	in	Africa.
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6	 	Five	models	for	business		
in	Africa

The	previous	chapters	have	explored	the	dynamics	and	characteristics	of	present-
day	Dutch	entrepreneurship	in	Africa	and	companies’	motivations	for	engaging	
in	Africa	or	not.	The	majority	of	firms	with	activities	in	Africa	are	involved	in	trade,	
sometimes	combined	with	(generally	limited)	investments.	This	often	represents	
an	inactive	or	a	reactive	approach	to	internationalization.	The	results	of	these	
strategies	so	far	have	been	sufficient	and	there	is	considerable	willingness	among	
Dutch	entrepreneurs	to	intensify	their	involvement	in	Africa.	What	strategic	options	
do	they	have?

Firms	that	internationalize	face	two	types	of	problem:	how	large	a	spread	of	
activities	should	they	strive	for,	and	how	high	would	be	the	related	coordination	
costs?	In	international	business	studies,	these	dimensions	are	often	summarized	as	
trade-offs	between	spread	and	coordination,	and	between	global	integration	and	
local	responsiveness	(figure	13).	

Figure	13.	Strategic	tensions	resulting	in	five	generic	business	models.

Source: own	design.
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These	dimensions	can	be	linked	to	the	internationalization	motivations	of	companies	
(intrinsic,	extrinsic,	mixed)	and	the	ambition	to	gain	a	short-term	(tactical)	or	long-
term	(strategic)	competitive	advantage.	These	trade-offs	result	in	five	generic	
business	models:	trade,	multi-domestic,	regional,	global	and	transnational.	

1 The trade model

Firms	that	are	engaged	in	sub-Saharan	Africa	in	trading	relationships	are	
usually	intrinsically	driven:	they	combine	the	availability	of	a	good	product	
or	service	with	an	opportunity	that	they	can	quite	easily	meet.	The	intrinsic	

motivation	of	these	firms	translates	into	market-seeking	(sales)	and	efficiency-
seeking	(low	wages	for	imports)	behaviour.	

Trading	firms	are	opportunity-driven:	they	can	move	quickly,	seeking	opportunities	
and	moving	to	new	pastures	where	the	grass	may	be	greener.	Traders	often	show	
considerable	herding	behaviour	–	i.e.	they	respond	quickly	to	changes	in	the	
behaviour	of	competitors	when	searching	for	market	opportunities	in	specific	
countries.	They	are	extremely	competitive,	but	also	very	adaptable.	They	rarely	ally	
themselves	with	local	stakeholders	because	this	would	limit	their	flexibility	(which	
is	part	of	their	competitive	advantage).

Doing	business	in	Africa	provides	such	firms	with	direct	financial	benefits	without	
requiring	them	to	make	major	adaptations	to	either	the	product	or	the	production	
system.	This	makes	the	internal	coordination	of	this	strategy	relatively	easy.	But	
gaining	a	lasting	competitive	advantage	can	be	difficult	for	a	firm	if	it	encounters	
external	barriers	or	changing	local	circumstances.	

The	entry	modes	associated	with	this	model	involve	a	low	level	of	investment:	
imports	and	exports	are	organized	through	agents	or	distributors	who	are	either	
directly	employed	or	contracted.	The	main	risks	to	be	managed	are	operational,	in	
particular	those	due	to	currency	fluctuations,	payment	guarantees	and	risks	related	
to	culture	(changing	tastes,	habits,	etc.).	Because	of	the	relatively	low	levels	of	risk	and	
investment	required,	this	strategy	can	be	adopted	by	small	and	medium-sized	firms.	

2 The multi-domestic model

Adopting	a	multi-domestic	model	requires	firms	to	run	foreign	production	
and	sales	in	several	countries.	Unlike	the	trade	model,	where	the	product	is	
leading,	the	country	of	destination	(host	country)	largely	determines	how	
the	strategy	is	implemented.	The	leading	driver	for	internationalization	
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is	extrinsic.	Host	country	conditions	are	leading.	Products	and	services	need	to	be	
adapted	and	customized	to	match	different	national	conditions.	

The	multi-domestic	or	matrix	model	requires	considerable	decentralization	of	
business	processes,	and	is	the	traditional	expansion	strategy	used	by	European	
companies	(known	as	the	‘matrix	model’).	It	implies	local	production	for	local	
consumption.	Multi-domestic	firms	become	chameleon-like,	becoming	embedded	
in	the	local	environment,	often	to	the	extent	that	they	are	regarded	as	‘national’	
companies	by	local	stakeholders.	They	operate	in	heavily	regulated	or	recently	
privatized	markets	where	governments	demand	considerable	local	content.	Their	
relations	with	local	stakeholders	are	defensive,	in	order	to	protect	themselves	
against	negative	responses,	particularly	from	governments.	

A	company	may	opt	for	this	model	without	previous	experience	in	a	country	by	
establishing	a	local	branch	office.	Internationalization	is	then	a	very	rapid	process,	
often	through	mergers	and	acquisitions	(brownfield	investments).	This	is	the	case,	
for	instance,	in	heavily	regulated	or	infrastructure	industries	where	being	first	is	an	
important	trigger	for	rapid	internationalization,	and	for	extreme	local	adaptation.	

Multi-domestic	firms	can	also	build	on	their	experience	in	trade.	A	firm	whose	
performance	in	a	country	has	been	satisfactory	over	a	long	period	may	be	
encouraged	to	establish	a	local	representation.	The	company	gradually	devolves	
powers	to	the	local	organization,	so	that	what	started	as	a	small	sales	office	may	
grow	into	a	full-fledged	subsidiary.	

Multi-domestic	firms	are	well	equipped	to	serve	both	large	and	small	markets.	
One	difficulty	is	the	weak	internal	coordination	resulting	from	the	decentralized	
structure,	so	that	learning	across	countries	is	limited.	Multi-domestic	firms	also	
find	it	difficult	to	achieve	economies	of	scale	across	borders,	which	implies	that	
even	though	they	look	big	at	the	consolidated	level,	in	practice	they	are	relatively	
fragmented.	Because	of	their	ability	to	adapt	to	local	circumstances,	multi-domestic	
firms	have	many	identities.	

3 The regional model

Whereas	in	a	multi-domestic	model,	business	processes	are	to	a	large	
extent	decentralized	to	different	countries,	the	regional	model	builds	
on	a	clustering	of	activities,	enabling	firms	to	(re)arrange	their	spread	of	

production	facilities	into	more	efficient	regional	centres.	It	also	gives	firms	freer	
access	to	countries	in	the	region	and	thus	an	easier	spread	of	sales	through	exports.
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The	regional	model	has	become	popular	among	multinational	corporations	since	
the	1990s,	facilitated	by	a	host	of	regional	integration	initiatives	such	as	the	European	
Union,	the	North	American	Free	Trade	Agreement	(NAFTA),	the	Association	of	
SouthEast	Asian	Nations	(ASEAN),	the	Southern	African	Development	Community	
(SADC)	and	Mercosur	(South	America).	Regionalizing	firms	are	surrounded	by	more	
regulatory	uncertainty	than	those	using	a	national	(multi-domestic)	strategy,	which	
are	more	adaptable.	This	is	primarily	because	regional	integration	processes	are	rarely	
stable,	and	regional	institutions	are	relatively	weak	due	to	the	prevalence	of	the	
nation-state	as	the	main	regulatory	level.	

Firms	applying	the	regional	model	have	more	limited	migration	patterns	than	traders.	
Institutional	uncertainty	makes	the	need	for	adaptation	higher	than	for	a	global	
strategy,	but	lower	than	for	a	multi-domestic	strategy.	Although	their	larger	size	makes	
them	conspicuous,	this	makes	them	stronger	survivors	than	global	organizations.

The	ultimate	regional	internationalization	strategy	creates	regions	that	are	all	
considered	as	the	‘home	base’	of	the	firm.	Companies	may	for	instance	use	South	
Africa	as	a	‘hub’	for	relatively	easy	expansion	(through	exports)	into	the	SADC	
region,	or	Ghana	as	the	focal	point	for	creating	a	regional	position	in	West	Africa.	
Expansion	will	be	primarily	driven	from	within	the	region.	

4 The global model

A	company	using	a	global	strategy	relies	strongly	on	internal	
competencies.	It	develops	standardized	products	and	attempts	to	sell	
them	across	the	world	in	markets	it	has	defined	as	key.	Coca	Cola	and	

McDonalds	are	examples	of	companies	successfully	implementing	this	strategy.	

The	global	firm	is	the	logical	extension	of	the	trading	model	(in	fact	is	its	main	
competitor,	as	the	most	flexible	and	strongest	predator	in	the	game).	Its	intrinsic	
motivation	is	more	complex,	however.	A	global	firm	actively	seeks	new	markets,	
searching	for	the	cheapest	production	sites	(which	may	be	in	other	countries,	but	for	
efficiency	reasons	is	always	concentrated	as	much	as	possible),	and	seeks	resources	
and	assets	wherever	they	are	available,	in	order	to	reap	a	lasting	competitive	
advantage.	The	global	company	can	form	partnerships	and	engage	with	local	
stakeholders,	but	they	function	primarily	in	the	interests	of	the	global	headquarters.	
Global	companies	are	extremely	competitive,	but	very	adaptable.	This	often	makes	
stakeholders	more	critical	of	their	intentions,	even	if	they	are	benign.	
	
Firms	using	this	model	take	the	African	market	as	a	whole,	assessing	the	relevance	
of	specific	countries	on	the	basis	of	worldwide	criteria.	The	model	allows	for	high	
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efficiency,	bringing	the	firm	a	clear	strategic	advantage.	A	major	challenge	of	
a	global	strategy	is	that	the	effort	to	standardize	products	and	services	around	
the	world	also	requires	standardized	markets.	Many	companies	that	have	tried	
to	develop	an	integrated	global	strategy	have	had	to	retreat	on	this	ambition,	
because	the	market	proved	unreceptive	to	standardized	products,	or	external	
stakeholders	created	barriers	to	entry.	So	while	the	operational	risks	in	this	model	
are	quite	low,	the	strategic	risks	are	high.	

5 The transnational model

The	transnational	business	model	strikes	a	balance	between	the	multi-
domestic	and	global	strategy.	Companies	adhering	to	this	strategy	
try	to	tally	between	global	integration	and	local	responsiveness.	A	

transnational	firm	needs	to	be	more	selective	towards	the	markets	it	operates	in	
than	a	firm	employing	the	global	strategy.	The	latter	can	relatively	easily	retreat	

Table	6.	The	five	business	models	–	a	summary.

Business	model Trade Multi-domestic Regional Global Transnational

Trade	with	various	countries Standardized	operations		

in	set	of	countries

Selling	and	producing	products	

adapted	to	region

Selling	same	product		

in	many	countries

Customized	operations		

in	set	of	countries

Dominant	motivation Intrinsic Extrinsic Mixed Intrinsic Mixed

Spread	of	activities Low Medium medium High High	/	Medium

Perspective Short-term Medium-term medium-long-term Long-term Long-term

Internal	coordination Can	be	centrally	managed Decentral Regional Central Central	and	decentral

Entry	mode Indirect	or	direct	export Export	+	Investment Investment	+	regional	exports Investment,	high	control Investment,	shared	control

Involvement	of	stakeholders/

partnerships

Low Medium Medium	/	High Low	/	Medium High

Adaptation	of	products	to	Africa None	or	low High	 Regional	adaptation No	adaptation Selective	adaptation

Local	responsiveness Low High Medium Low	/	Medium Medium	/	High

Level	of	investment	required Low Medium Medium	/	High Medium High

Operational	risks High Medium Medium	/	Low Low Low

Strategic	risks Low Medium Medium	 High Medium

Sustainability	risks Low Medium Medium	/	High Medium High

Applicability SMEs SMEs	+	MNCs	 Regional	MNCs MNCs TNCs
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from	countries,	whereas	the	transnational	firm	has	considerable	‘sunk	costs’	in	the	
countries	where	it	operates.	A	transnational	company	will	assess	countries	on	the	
basis	of	globally	used	criteria,	enriched	with	country-specific	data	that	reveal	trends	
and	dynamics	in	its	sector	and	value	chain.	It	will	adapt	and	develop	new	products	
for	specific	client	groups.	

Since	a	firm	using	the	transnational	model	is	committed	to	achieving	a	long-term	
competitive	advantage	in	a	country,	it	will	actively	engage	with	local	stakeholders,	
giving	them	influence	on	the	specifics	of	the	strategy.	A	‘co-created	approach’	at	
country	level	is	the	result.	The	strategy	is	demanding	in	terms	of	management	
capacity,	coordination	and	financial	strength,	making	it	more	suitable	for	large	
multi-nationals	than	for	small	firms.	The	proactive	involvement	of	stakeholders	
makes	the	transnational	firm	a	typically	cooperative	species,	in	which	value-adding	
strategies	are	often	rephrased	as	creating	‘shared	value’.	

The	main	features	of	the	five	business	models	are	summarized	in	table	6.

Business	model Trade Multi-domestic Regional Global Transnational
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in	set	of	countries

Selling	and	producing	products	

adapted	to	region

Selling	same	product		

in	many	countries

Customized	operations		

in	set	of	countries

Dominant	motivation Intrinsic Extrinsic Mixed Intrinsic Mixed

Spread	of	activities Low Medium medium High High	/	Medium

Perspective Short-term Medium-term medium-long-term Long-term Long-term

Internal	coordination Can	be	centrally	managed Decentral Regional Central Central	and	decentral

Entry	mode Indirect	or	direct	export Export	+	Investment Investment	+	regional	exports Investment,	high	control Investment,	shared	control

Involvement	of	stakeholders/

partnerships

Low Medium Medium	/	High Low	/	Medium High

Adaptation	of	products	to	Africa None	or	low High	 Regional	adaptation No	adaptation Selective	adaptation

Local	responsiveness Low High Medium Low	/	Medium Medium	/	High

Level	of	investment	required Low Medium Medium	/	High Medium High

Operational	risks High Medium Medium	/	Low Low Low

Strategic	risks Low Medium Medium	 High Medium

Sustainability	risks Low Medium Medium	/	High Medium High

Applicability SMEs SMEs	+	MNCs	 Regional	MNCs MNCs TNCs
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	 Conclusions

In	Part	III	we	have	investigated	the	characteristics	and	scope	of	interventions	of	
Dutch	firms	in	sub-Saharan	Africa	on	the	basis	of	a	representative	survey	of	leading	
small	and	large	companies.

The	majority	of	firms	are	engaged	in	trade.	Their	preferred	way	of	entering	African	
markets	is	through	imports	or	exports.	Their	preferred	entry	modes	include	shared	
ownership,	such	as	joint	ventures,	strategic	alliances	and	partnerships	rather	than	
entry	modes	where	ownership	is	not	shared,	such	as	greenfield	of	brownfield	
investments.	Most	companies	aim	at	businesses	and	governments	as	their	prime	
clients.	just	a	handful	focus	exclusively	on	African	consumers.	The	majority	of	firms	
use	the	same	business	model	for	Africa	as	the	one	used	worldwide.

Our	analysis	of	the	motivations	of	firms	suggests	considerable	dynamism.	Among	
the	main	factors	that	drive	firms	to	do	business	in	Africa	are	growth	and	profit	
goals,	the	rise	of	the	middle	class,	the	need	to	improve	their	value	chains	and	to	
follow	their	clients.

The	characteristics	and	motivations	of	Dutch	firms	can	be	related	to	five	business	
models.	Overall,	we	find	that	the	trade	model	currently	prevails	among	Dutch	firms	
active	in	Africa.	For	the	majority	of	SMEs,	this	is	the	sole	business	model	employed.	
For	many	multinationals,	this	model	is	often	used	in	combination	with	other		
forms.	Heineken,	for	instance,	exports	premium	beers	from	the	Netherlands	to	
Africa,	but	also	produces	local	brands	in	its	breweries	in	Sierra	Leone,	DR	Congo	
and	other	countries.	

We	estimate	that	about	80%	of	Dutch	companies	use	some	form	of	trade	model,	
which	gives	flexibility	but	is	also	relatively	fragile.	The	multi-domestic	model	is	the	
second	most	frequently	used,	employed	by	an	estimated	20%	of	the	companies.	
Global	and	regional	strategies	are	mainly	employed	by	large	multinationals,	as	are	
transnational	strategies,	although	to	a	lesser	extent	because	of	the	relatively	high	
demands	on	managerial	and	financial	capacity.	

Parts	I	and	II	concluded	that	sub-Saharan	Africa	is	entering	a	new	phase,	in	which	it	
might	be	important	for	companies	to	move	beyond	the	trading	model	and	increase	
their	local	responsiveness.	This	is	reflected	in	the	motivations	and	characteristics	of	
Dutch	firms	as	described	in	this	part.	A	growing	number	of	firms,	particularly	large	
ones,	are	exploring	the	possibility	of	involving	non-market	stakeholders	as	part	
of	their	local	adaptation	strategy.	Their	ambition	to	intensify	their	involvement	in	
Africa,	combined	with	the	increased	recognition	of	their	responsibilities	and	the	
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need	to	involve	stakeholders,	suggest	that	they	are	trying	to	make	their	business	
strategies	more	inclusive.	

These	dynamics	require	a	more	solid	understanding	of	the	circumstances	under	
which	different	business	models	can	work	for	individual	companies,	and	how	they	
evolve	from	one	into	another.	What	are	the	tipping	points	in	internationalization	
and	how	can	firms	overcome	these	barriers	in	order	to	gain	a	sustainable	
competitive	advantage?	These	questions	are	addressed	in	Part	IV.
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 Introduction

Rachel has just been recruited as business development 
manager for a company specializing in bakery products. Its sales 
organization ABC offers ingredients and convenience products to 
customers in 28 countries worldwide. So far, African nations have 
not been among them, except for a few occasional orders from 
Benin and Kenya. But this is about to change. The company’s new 
CEO is convinced that there are business opportunities in Africa. 
There are now 40 cities with populations of over a million, he notes, 
so surely there must be professional bakeries in need of their 
products. 

Tasked with developing a strategy for Africa, Rachel decides 
to start asking the company’s stakeholders some fundamental 
questions. What is our long-term objective in Africa? Should we 
aim ‘simply’ to add African countries to our trade portfolio, or 
should we aim to build up a long-term leading position in specific 
countries? What resources are available; how active should we 
be in creating opportunities? Should we go it alone or should we 
seek out local partners? What do we actually know about what 
African bakeries need? The more people she consults, the more 
she realizes that it will not be at all easy to develop a strategy that 
matches the complexity and diversity of the African continent. 

Dutch	firms	are	involved	in	sub-Saharan	Africa	in	many	sectors	and	activities,	as	
described	in	Part	III.	The	majority	of	firms,	particularly	SMEs,	are	engaged	in	trade.	
Few	companies	focus	exclusively	on	Africa.	But	a	number	of	successful	large,	long-
established	companies	such	as	Unilever,	Royal	DSM	and	Heineken	have	started	
to	look	at	Africa	in	a	more	inclusive	manner	in	order	to	broaden	the	basis	of	their	
success.	Should	newcomers	–	most	Dutch	companies	are	still	not	active	in	Africa	
–	follow	their	example?	How	can	companies	be	encouraged	to	move	away	from	
regarding	the	continent	solely	as	the	destination	of	charity	and	subsidized	projects,	
but	as	a	long-term	investment	target?

In	Part	IV	we	document	the	strategic	decisions	taken	by	a	number	of	companies	that	
are	successful	in	sub-Saharan	Africa.	What	factors	have	contributed	to	their	success?	
The	generic	business	models	introduced	in	Part	III	(trade,	multi-domestic,	regional,	
global,	transnational)	relate	to	different	combinations	of	attitudes	and	motivations,	and	
offer	different	advantages	at	different	stages	in	the	process	of	internationalization.	
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The five key ingredients for lasting success in sub-Saharan 
Africa involve:

•	 Balancing	risks	and	responsibilities	in	more	inclusive	strategies	

•	 Managing	the	right	portfolio	of	countries

•	 	Choosing	an	appropriate	sequencing	of	the	stages	of	
internationalization	within	different	business	models

•	 	Securing	a	licence	to	operate,	both	at	home	and	locally,	by	engaging	
with	stakeholders

•	 Mastering	all	of	these	ingredients	at	the	same	time
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1  Defining the preconditions  
for success

Dutch	firms	that	operate	in	Africa	are	generally	satisfied	with	the	performance	of	
their	business	activities.	Among	the	companies	participating	in	our	survey,	95%	are	
considering	to	increase	their	involvement.	But	what	does	it	mean	to	be	successful	
in	the	world’s	poorest	continent?	Is	it	sufficient	to	earn	a	profit,	or	must	the	firm’s	
other	responsibilities	be	included	in	the	equation?	What	are	the	ingredients	that	
create	not	only	short-term	(tactical)	advantages,	but	also	longer-term	(strategic)	
advantages	in	sub-Saharan	Africa?

Success in Africa

An	overwhelming	majority	of	managers	of	Dutch	firms	believe	that	they	have	an	
economic	responsibility	to	create	jobs,	pay	taxes	and	invest	in	a	country,	as	well	as	
ethical	and	legal	responsibilities.	Many	recognize	that	they	have	a	responsibility	to	
‘act	sensibly’	in	the	communities	in	which	they	operate	and	to	contribute	to	global	
social	and	environmental	issues.	Achieving	success	in	an	African	context	therefore	
depends	on	the	right	balance	between	the	specific	risks	the	company	is	willing	to	
take	(as	part	of	the	entrepreneurial	spirit)	and	the	responsibilities	it	has	assumed.	

Recent	studies	of	the	preconditions	for	success	in	sub-Saharan	Africa	have	come	to	
similar	conclusions.	In	a	recent	survey	by	PwC,	for	example,	more	than	200	business	
leaders	from	10	African	countries	were	asked	what	they	considered	to	be	the	main	
soft	and	hard	challenges	for	business	success.1	According	to	them,	success	in	Africa	
is	determined	by	the	ability	to	manage	talent	(recruiting	and	retraining	people	
with	the	right	skills),	risk	and	strategy	(by	doing	things	differently).	Other	studies	
reiterate	this	by	stating	that	business	success	‘depends	more	on	the	quality	of	your	
people	than	on	the	attractiveness	of	the	local	market’.2	

Success in sub-Saharan Africa depends on 
the ability to secure a long-term recognized 
competitive position in an African market.
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In	this	study,	we	define	success	as	the	ability	to	secure	a	long-term	recognized	
competitive	position	in	an	African	market.	‘Long-term’	implies	that	the	commitment	
of	a	firm	to	a	market	stretches	over	a	considerable	period	of	time.	‘Recognized’	
implies	that	external	stakeholders,	both	primary	(suppliers,	customers,	
shareholders)	and	secondary	stakeholders	(local	communities,	governments,	the	
media)	,	as	well	as	internal	stakeholders	acknowledge	that	the	firm	can	do	what	it	
does.	In	other	words,	they	give	the	firm	a	licence	to	operate.	

Preconditions for success

Gaining	a	strategic	and	sustainable	advantage	in	sub-Saharan	Africa	requires,	first	
of	all,	that	a	firm	offers	products	and	services	that	trigger	either	explicit	or	latent	
demand.	Dutch	companies	have	considerable	competencies	and	competitive	
advantages	in	these	areas,	as	elaborated	in	Part	II.	The	challenge	that	has	to	be	
addressed	in	Africa	is	therefore	not	whether	a	company	has	these	competencies,	
but	rather	how	these	competencies	can	be	explored	and	exploited.	This	poses	a	
challenge	of	a	different	order	–	beyond	good	products	and	services.	

This	part	examines	a	number	of	(interlinked)	preconditions	for	success:

•	 	managing	operational,	strategic	and	sustainability	risks	and	opportunities:	this	
can	be	considered	a	balancing act	between	risks and responsibilities	needed	to	
ensure	a	licence	to	operate,	both	at	home	and	locally;

•	 	managing	the	right	portfolio of countries:	this	portfolio	is	a	function	of	the	
relative	distance	between	the	home	country	and	specific	African	countries.	It	
should	match	with	the	business	model	and	build	on	competitive	advantages;	

•	 	adopting	the	right	combination	of	business models:	these	models	can	change	
over	time,	which	therefore	also	requires	the	appropriate	sequencing	of	stages 
of internationalization	and	the	transitions	between	them,	and	the	interaction	
between	the	intention	of	a	strategy	and	its	realization;

•	 	dealing	with	the	challenge	of	becoming more inclusive,	in	combination	with	the	
associated	partnerships	with	non-market	parties	and	the	responses	to	typical	
African	‘issues’;	this	can	also	be	considered	a	function	of	the	balancing	act	
between	risks	and	responsibilities;	

•	 	the	more	a	company	is	embedded	in	the	sub-Saharan	African	context,	the	more	
it	will	have	to	master	these	preconditions	at the same time.	
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2 Three case studies

To	learn	more	about	the	preconditions	for	success	in	sub-Saharan	Africa	we	
conducted	in-depth	case	studies	in	which	we	examined	the	strategic	approaches	
adopted	by	three	Dutch	companies.	The	case	studies	illustrate	the	wide	range	of	
considerations	and	the	dilemmas	involved	in	doing	business	in	Africa,	and	the	
lessons	learned.	This	chapter	introduces	the	companies,	their	activities	in	Africa	and	
their	plans	for	the	future.	In	subsequent	chapters,	the	case	studies	are	used	to	draw	
lessons	and	conclusions	about	the	factors	that	have	contributed	to	the	success	of	
these	and	other	companies	in	Africa.	

The	three	companies	were:

TomTom	is	a	supplier	of	location	and	navigation	products	and	
services,	founded	in	1991.	With	3700	employees	and	operating	in	around	40	countries,	
TomTom	is	a	technology-driven	and	service-oriented	global	company.	TomTom	has	
been	active	in	Africa	since	2007,	using	the	trade	model	to	enter	the	market	with	its	
personal	navigation	devices.	The	company’s	current	strategic	approach	in	South	
Africa	is	multi-domestic.	Sub-Saharan	Africa	is	not	part	of	its	corporate	growth	
strategy,	but	low-key	expansion	to	other	African	countries	is	being	considered.

Nutreco	is	a	global	leader	in	animal	nutrition	and	fish	feed.	The	
company	employs	over	10,000	people	in	30	countries	and	its	products	are	sold	
in	80	countries.	Nutreco	has	been	active	in	sub-Saharan	Africa	for	several	years,	
exclusively	using	the	trade	model.	Some	African	countries	may	become	part	of	the	
corporate	growth	strategy,	leading	to	a	shift	to	other	business	models.

SPAR International	is	a	well-established	membership-based	retailer.	
SPAR	is	the	fourth	largest	retailer	in	Africa	and	the	Middle	East.	The	company	has	
been	active	in	South	Africa	since	1962	and	now	has	supermarkets	in	eight	countries	
in	Southern	Africa.	Most	of	sub-Saharan	Africa	forms	an	important	part	of	the	
organization’s	growth	plans.	The	current	regional	and	multi-domestic	business	
model	used	in	Africa	is	slowly	evolving	into	a	transnational	model.

Case 1: TomTom

TomTom	is	a	global	supplier	of	location	and	navigation	products	and	services,	and	
is	listed	on	the	Amsterdam	stock	exchange.	In	2011,	total	revenues	amounted	to	
€1273	million.	The	firm	has	3700	employees	and	operates	in	around	40	countries.	
TomTom	is	organized	into	four	business	units:	
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•	 	The	Consumer	unit	is	focused	on	the	needs	of	car	drivers.	It	delivers	fully	
integrated	navigation	services	for	consumers	on	their	platform	of	choice,	be	it	a	
personal	navigation	device	(PND),	smartphone	or	via	the	internet.

•	 	The	Automotive	unit	develops	and	sells	navigation	systems,	services	and	
content,	such	as	maps,	to	car	manufacturers	and	their	suppliers	worldwide.	
TomTom	supplies	navigation	solutions	to	car	makers	Renault,	Alfa	Romeo,	Fiat,	
Toyota,	Mazda	and	Subaru,	and	content	and	services	to	General	Motors,	Audi,	
Mercedes-Benz,	Ford,	BMW	and	Volkswagen.

•	 	The	Licensing	unit	delivers	TomTom’s	digital	maps,	and	content,	to	a	wide	range	
of	customers.	Customers	range	from	leading	manufacturers	of	navigation	
devices,	internet	companies,	mobile	phone	handset	manufacturers	and	
network	operators,	as	well	as	governments	and	private	enterprises.	The	product	
portfolio	includes	real-time	traffic	information	products	such	as	HD	Traffic.

•	 	The	Business Solutions	unit	offers	professional	solutions	for	fleet	management	
and	efficiency	control	for	commercial	fleets	of	any	size.	Its	online	applications	
allow	clients	to	coordinate	movements,	dispatch	jobs,	monitor	key	performance	
indicators	(KPIs),	fuel	efficiency	and	carbon	footprints,	and	generally	manage	
their	field	service	operations.

Diversification and growth
The	Consumer	business	unit	has	always	been	TomTom’s	largest	division,	but	
in	recent	years	sales	of	personal	navigation	devices	have	contracted	in	Europe	
and	North	America.	While	the	unit	accounted	for	87%	of	total	revenues	in	2008,	
this	share	dropped	to	66%	in	2011.	The	contributions	of	other	business	units	are	
growing,	although	not	yet	enough	to	compensate	for	the	challenging	conditions	in	
the	consumer	electronics	market.	Broadening	both	the	markets	in	which	the	firm	is	
active	and	its	product	range	will	be	key	challenges	in	the	coming	years.

Faced	with	the	saturation	of	its	home	market,	TomTom	is	shifting	its	focus	to	
emerging	markets.	As	core	markets	for	future	expansion	it	has	selected	Latin	
America	(Brazil,	Argentina	and	Mexico)	and	Asia	(China,	India,	Singapore,	Indonesia	
and	Taiwan).	Investment	budgets	are	available	for	making	acquisitions	or	greenfield	
investments	whenever	opportunities	arise.

Operations in South Africa 
TomTom	has	been	active	in	South	Africa	since	2007.	Soon	after	it	acquired	
mapmaker	TeleAtlas,	TomTom	established	an	office	in	South	Africa	to	produce	
and	sell	electronic	maps.	Personal	navigation	devices	were	also	to	be	sold	via	this	
office,	but	through	a	separate	sales	channel.	Initially,	the	sales	of	navigation	devices	
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to	consumers	were	organized	via	an	agent	who	also	worked	for	Apple,	but	soon	
TomTom’s	Consumer	unit	decided	to	station	a	marketing	manager	in	South	Africa	
to	further	develop	the	sales	of	these	devices.	
	
In	2011,	TeleAtlas	SA	was	renamed	TomTom	Africa	Pty	Ltd.	Although	the	map	
division	and	the	division	for	navigation	products	and	services	remained	to	be	
placed	under	separate	legal	entities,	greater	synergy	in	its	market	approach	was	
created.	TomTom	South	Africa	now	operates	in	four	main	markets,	with	different	
products	serving	all	types	of	clients.	Figure	1	shows	the	company’s	product–market	
combination	matrix	for	South	Africa.	

Performance of the South African subsidiary
In	its	first	two	years,	TomTom	South	Africa	saw	the	market	share	of	its	personal	
navigation	devices	grow	rapidly	from	3%	to	36%.	Since	2010,	sales	of	these	devices	
have	stabilized,	with	a	market	share	of	around	33%,	while	TomTom’s	American	
competitor	Garmin	takes	the	rest.	

On	the	whole,	the	performance	of	the	South	African	subsidiary	has	been	satisfactory.	
The	contribution	of	the	South	African	office	to	TomTom’s	total	profit	differs	per	
business	unit.	South	Africa’s	contribution	to	the	Consumer	unit	is	negligible,	at	
less	than	1%.	Most	of	the	revenue	of	this	division	still	comes	from	the	company’s	
traditional	home	markets	in	Europe.	South	Africa’s	Licensing	and	Business	Solutions	
services,	however,	contribute	significantly	to	the	firm’s	earnings	(before	interest	
and	tax,	EBIT)	–	with	10%	and	40%,	respectively	–	providing	evidence	that	there	is	
demand	for	these	services	and	products	outside	the	home	market.

Figure	1.	Product–market	combination	matrix	of	TomTom	South	Africa.

Markets Consumer Automotive Licensing Business	Solutions

Products PNDs Navigation Maps Traffic

Automotive	
systems

Mobile

Clients
B2C

Consumers
B2B

Car	manufacturers

B2B/B2G
Telecom	providers,	

Google,	etc.	

B2B/B2G
Ericsson,	Vodacom,	

etc.
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Views of Africa as a growth market
TomTom’s	managers	and	staff	in	South	Africa	see	many	opportunities	to	upscale	the	
business	to	other	sub-Saharan	countries,	and	so	do	the	executives	dealing	with	South	
Africa	at	head	office.	Their	view	is	championed	by	Joost	Jetten,	vice-president	of	the	
consumer	business	unit,	who	was	responsible	for	setting	up	the	South	African	branch	
and	is	now	based	in	the	Netherlands.	Jetten	is	convinced	that	recent	developments	
in	Africa,	in	combination	with	TomTom’s	recent	experiences	in	South	Africa,	indicate	
that	the	firm	should	seriously	consider	expanding	into	other	African	markets.	

In	other	parts	of	the	organization,	including	at	board	level,	there	is	less	enthusiasm	
about	the	potential	of	Africa.	Simon	Barker,	responsible	for	business	development	
in	Asia	and	the	Pacific	region,	explains	why:	‘We	have	analyzed	the	potential	of	
numerous	markets	worldwide,	using	indicators	such	as	number	of	cars	sold	per	
year,	number	of	cars	on	the	road,	size	of	the	population	and	GDP.	For	the	most	
interesting,	so-called	“tier	1”	countries,	we	have	made	a	deeper	analysis,	looking	
into	aspects	such	as	competition,	the	availability	of	products	on	the	market	and	
their	specifications,	local	needs	and	more.	From	an	African	perspective,	South	
Africa,	Kenya	and	Nigeria	are	interesting	markets.	From	a	global	perspective,	they	
are	definitely	not.’

As	a	result,	African	countries	do	not	figure	on	the	list	of	corporate	growth	markets.	
This	means	that	investment	budgets,	and	the	room	for	more	active	business	
development,	are	limited.	Any	strategy	for	expanding	into	other	parts	of	Africa	
must	be	‘low-key’.	

Key questions
Strategic	questions	for	TomTom	that	will	be	addressed	in	the	following	chapters	
include:

•	 	What	were	the	main	factors	that	contributed	to	TomTom’s	initial	success	in	
South	Africa?	(Chapter	3)

•	 	What	is	the	most	logical	internationalization	sequence	for	TomTom	in	Africa?	
(Chapter	4)

•	 What	options	does	TomTom	have	for	expanding	in	Africa?	(Chapter	5)

Case 2: Nutreco

Nutreco	is	a	global	leader	in	animal	nutrition	and	fish	feed,	founded	in	1994.	
The	company	is	listed	on	the	NYSE	Euronext	stock	exchange	in	Amsterdam,	with	
revenues	of	€4.7	billion	in	2011.	It	employs	10,000	staff	in	30	countries,	with	sales	
in	80	countries,	and	about	100	production	and	processing	facilities	worldwide.	
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Nutreco	carries	out	its	own	research,	procures	raw	materials	and	develops	
specialized	products	and	services	for	agriculture	and	aquaculture.	The	corporation	
has	two	business	divisions,	animal	nutrition	and	fish	feed,	as	shown	in	table	1.	

Corporate growth strategy
Over	the	period	2006–2011,	Nutreco’s	global	strategy	was	aimed	at	achieving	
balanced	growth.	This	strategy	implied	that	it	would	stop	engaging	in	strongly	
cyclical	business	activities,	such	as	animal	production.	In	this	period,	Nutreco	sold	
off	various	slaughterhouses	and	farming	companies	and	increased	the	share	of	
high-margin	products	in	its	product	mix.	

At	the	end	of	2011,	Nutreco	presented	its	next	five-year	plan,	Ambition 2016 – Driving 
Sustainable Growth,	which	built	on	the	former	strategy	to	grow	and	improve	
profitability	by	focusing	on	premixes	(blends	of	feed	additives),	specialty	feed	and	

I. Animal Nutrition II. Fish Feed

Premix and 

Specialty Feed

Animal Nutrition 

Canada

Compound Feed 

Europe 

Meat and other

Contribution to 

revenue 

24% 10% 13% 19% 34%

Geographical 

spread

Worldwide, with 

26 production 

facilities in 

countries such as 

the Netherlands, 

UK, USA, Italy, 

Germany, Spain, 

China, Mexico and 

Brazil

Canada, USA Spain, Portugal Spain, Canada Worldwide. Key 

markets are 

Norway, Chile, 

Scotland, Canada 

and Australia

Customers Feed 

compounders, 

integrators, 

distributors,  

home-mixers

Livestock farmers Livestock farmers Retail, wholesale, 

food industry,  

food service, 

poultry farmers

Fish farmers

Main brands

Table	1.	Nutreco’s	Animal	Nutrition	and	Fish	Feed	divisions.

Source:	Nutreco	Annual	Report	2011.
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fish	feed	and	by	expanding	into	the	growth	regions	of	Latin	America,	Russia,	China	
and	Southeast	Asia.	These	are	the	markets	that,	according	to	Nutreco,	will	see	the	
largest	increases	in	production	and	consumption	of	animal	protein	food	products.	
The	growth	strategy	is	expected	to	lead	to	a	near	doubling	of	earnings	(EBITA)	
from	€231	million	in	2011	to	€400	million	in	2016,	which	implies	that	turnover	must	
grow	by	12%	per	year.	Nutreco	plans	to	realize	half	of	this	growth	by	acquiring	new	
companies,	and	the	other	half	through	organic	growth.	It	has	about	€600	million	
available	to	finance	its	ambitions.	In	October	2012,	for	example,	Nutreco	acquired	a	
75%	share	of	a	leading	shrimp	and	fish	feed	business	in	Ecuador.	

As	figure	2	shows,	the	contribution	of	Africa	to	Nutreco’s	total	revenues	is	low:	less	
than	1%.	This	is	reflected	in	the	attention,	or	rather	lack	of	it,	to	the	continent	in	the	
company’s	corporate	statements	–	neither	the	corporate	growth	strategy	nor	the	
Sustainability	Report	2011	refers	to	Africa.

50% 

14% 

28% 

2% 

5% 

1% 

Animal nutrition 

 

(Revenue €2.2 billion) 

Western Europe

 

Central & Eastern Europe
 

North & Central America

 

South America
 

Asia-Pacific

 

Rest of the world  

Figure	2.	Nutreco’s	revenues	from	its	animal	nutrition	and	fish	feed	divisions	in	2011,	by	region.	

Source:	Nutreco	Annual	Report	2011.
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Sustainability
Nutreco	is	a	frontrunner	in	sustainable	business.	Even	its	name	encapsulates	
its	ambition	to	combine	integrity,	social	responsibility,	customer	awareness,	
innovation	and	profitability:	Nutreco	stands	for	Nutrition,	Ecology	and	Economy.	
These	words	have	been	guiding	principles	since	1994.

In	its	Sustainability Vision 2020,	Nutreco	has	committed	to	a	‘significant	reduction	
of	our	environmental	footprint	while	contributing	to	feeding	a	growing	world	
population	in	a	sustainable	way’.	To	this	end,	Nutreco	will	critically	revise	its	
sourcing	policies,	look	for	alternatives	to	scarce	products,	continue	to	work	
in	strategic	partnerships	and	supply	chain	projects	such	as	the	Aquaculture	
Stewardship	Council	and	the	Round	Table	on	Responsible	Soy	Association,	and	
reduce	the	environmental	impact	of	its	own	operations.	Community	development	
–	‘enabling	more	small	farmers	in	our	developing	markets	to	raise	their	productivity	
by	sharing	our	knowledge	on	basic	agriculture	and	aquaculture’	–	is	another	goal	
defined	in	the	sustainability	plan.

Nutreco in Africa: Trouw Nutrition Hifeed
In	spite	of	the	revenue	figures	above,	Nutreco	does	have	business	in	Africa.	Some	
90%	of	Africa-related	revenues	are	realized	by	one	operating	company:	Trouw	
Nutrition	Hifeed	(TNH).	A	daughter	company	of	Trouw	Nutrition	International	(TNI),	
TNH	is	the	window	between	all	TNI	companies	and	their	customers	and	prospects	
in	countries	where	Nutreco	itself	has	no	operations.	It	is	in	fact	responsible	for	all	
the	company’s	export	activities	worldwide.	TNH’s	portfolio	in	sub-Saharan	Africa	
varies	from	year	to	year,	comprising	some	7	to	12	countries,	offering	premixes	and	
specialty	feed.	Nutreco	is	currently	engaged	in	one	joint	venture	in	Egypt	and	one	
strategic	alliance	in	South	Africa.	

Although	there	are	strong	fluctuations	in	the	annual	sales	in	individual	countries,	
the	volume	of	business	in	sub-Saharan	Africa	has	grown	sixfold	since	2006,	and	the	
region	now	accounts	for	about	25–30%	of	TNH’s	total	revenues.	

Views of Africa as a growth market
Within	Nutreco,	opinions	differ	as	to	the	potential	of	Africa	and	the	company’s	
role	there.	There	is	general	agreement	that	African	countries	score	low	on	all	
the	indicators	globally	used	to	assess	the	attractiveness	of	a	market,	including	
purchasing	power,	the	number	of	animals	reared	intensively,	the	level	of	
professionalism	of	animal	husbandry,	etc.	Compared	with	the	enormous	markets	of	
China,	Russia,	India	and	Brazil,	African	markets	appear	rather	weak.	

However,	managers	and	staff	who	deal	regularly	with	African	countries	tend	to	
be	much	more	optimistic	than	those	who	do	not.	The	growing	population,	in	
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combination	with	economic	development,	increases	the	demand	for	meat,	which	
in	turn	will	require	farmers	and	breeding	companies	to	become	more	professional.	
Rob	Kiers,	general	manager	of	TNH,	needs	no	persuasion:	‘it	is	my	ambition	to	get	
some	African	countries,	such	as	Ghana	and	Nigeria,	on	the	corporate	A-list’.	

For	those	countries	where	growth	rates	have	been	consistently	high,	TNH	has	been	
exploring	ways	to	upscale	activities	within	its	mandate,	and	has	decided	to	focus	
on	four	areas:	Egypt,	West	Africa	(Ghana/Nigeria),	South	Africa	and	East	Africa	
(Kenya/Ethiopia).

Recent	developments	suggest	that	Rob	Kiers	may	receive	broader	support	for	
his	expansion	plans.	Recently,	Nutreco’s	board	asked	TNH	to	coordinate	the	
development	of	a	long-term	company-wide	vision	on	Africa.	The	company’s	
worldwide	orientation,	its	growing	business	in	Africa,	its	ambition	to	address	global	
challenges	such	as	food	security,	and	the	mounting	interest	of	its	competitors	in	
emerging	markets	including	Africa,	have	made	the	board	realize	they	should,	at	a	
minimum,	have	a	perspective	on	the	continent.	

Key questions
Strategic	questions	for	Nutreco	that	will	be	addressed	in	the	following	chapters	include:

•	 What	are	the	main	factors	that	have	influenced	TNH’s	success	in	Africa?	(Chapter	3).
•	 What	direction	is	Nutreco’s	involvement	in	Africa	likely	to	take?(Chapter	4).
•	 	What	are	logical	next	steps,	judging	from	Nutreco’s	country	portfolio	in	Africa?	

(Chapter	5).

‘The	world’s	population	is	expected	to	grow	to	more	
than	9	billion	by	2050.	About	90%	of	that	growth	will	be	
in	Asia	and	Africa.	The	world	faces	the	challenge	of	how	

to	feed	all	these	people	in	a	sustainable	way’
– Strategic Plan

‘We do not 
depend on Africa 

in any way’
– interviewee

‘We are late, and 
our competitors are 

already building 
relevant networks’

– interviewee

‘The	volume	growth	in	animal	nutrition	products		
will	take	place	in	developing	countries’

– Annual Report

‘The African market is not 
yet ready for our products’

– interviewee

‘Other	regions	and	countries	
still	offer	many	opportunities	

for	growth’
– interviewee

Diverging	opinions	within	Nutreco	about	the	potential	of	Africa
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Case 3: SPAR International

Established	in	the	Netherlands	in	1932	by	Adriaan	van	Well,	SPAR	now	comprises	
a	worldwide	network	of	supermarket	stores	and	is	one	of	the	world’s	largest	food	
retailers.	The	Amsterdam-based	SPAR International	is	the	umbrella	organization	
responsible	for	the	development	and	coordination	of	the	network	of	12,124	stores	in	
36	countries	on	four	continents.	

SPAR	is	a	membership-based	company.	Members	are	individual	retailers	(licensees)	
or	national	holdings	representing	all	SPAR	stores	in	a	country,	which	together	form	
the	national	Guild.	The	role	of	SPAR	International	is	to	assist	its	members	in	sharing	
knowledge,	setting	up	commercial	activities	and	streamlining	procurement	via	
its	own	regional	distribution	centres.	It	also	develops	new	international	formulas	
and	store	formats.	Further	expansion	of	the	SPAR	network	is	now	mostly	geared	
towards	emerging	markets	such	as	China,	Russia	and	India.	Expanding	the	network	
in	Africa	is	also	high	on	the	agenda,	to	be	achieved	in	coordination	with	SPAR	
Group	Ltd	in	South	Africa.	

SPAR in Africa 
SPAR	first	entered	the	South	African	market	in	the	1960s.	Initially,	wholesalers	
were	granted	exclusive	rights	to	adopt	the	SPAR	name.	After	various	mergers	and	
takeovers,	the	firm	now	employs	a	decentralized	growth	pattern	by	opening	new	
outlets	via	licences.	

In	addition	to	South	Africa,	SPAR	is	present	in	seven	other	countries	in	sub-Saharan	
Africa,	although	the	number	of	stores	and	retail	sales	vary	enormously	(see	table	2).	
In	relatively	large	markets	such	as	Zimbabwe,	Namibia	and	Botswana,	SPAR	has	more	
than	20	stores	(64	in	Zimbabwe)	and	national	retail	sales	exceed	€100	million.	South	
Africa	is	the	second	largest	country	of	SPAR	worldwide	(after	Austria)	and,	with	sales	
of	€4.6	billion,	is	by	far	the	largest	market	in	Africa.	In	South	Africa,	SPAR	Group	Ltd	is	
the	fourth	largest	retailer,	with	more	than	800	stores	throughout	the	country.

Box 1. Top	eight	retailers	in	Africa	and	the	Middle	East

1.	 Shoprite	(SA)

2.	 Massmarkt	(SA)

3.	 Pick	n	Pay	(SA)

4.	 SPAR	(SA)

5.	 BIM	(Turkey)

6.	 Migros	Ticaret	(Turkey)	

7.	 Steinhoff	(SA)

8.	 Woolworths	(SA)

Source:	Deloitte	(2012)	Switching Channels.
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	SPAR’s	global	revenues	amounted	to	€31.1	billion	in	2011.	Western	Europe	is	the	
main	contributor	to	worldwide	retail	sales	(65%),	although	Eastern	and	Central	
Europe	(15%),	Southern	Africa	(16%)	and	the	Asia	Pacific	region	(4%)	are	growing.	

Retail formats 
SPAR	uses	four	retail	formats	around	the	world:	Interspar,	Eurospar,	SPAR	and	SPAR	
Express.	In	some	countries,	such	as	South	Africa,	the	stores	using	these	formats	
operate	under	slightly	different	names	or	have	different	features	that	will	appeal	
to	specific	customer	groups.	In	South	Africa,	SPAR	Group	Ltd	has	developed	the	
KWIKSPAR	concept:	relatively	small	stores	providing	fast	service	in	busy	urban	
locations.	SUPERSPARS	are	large	stores	with	a	full	range	of	groceries	serving	all	
types	of	customers	in	suburban	areas.	

Within	SPAR	Group	Ltd	South	Africa,	stores	are	classified	as	upmarket	(UM)	or	
emerging	market	(EM).	UM	stores	are	found	in	urban	areas,	offering	a	wide	range	of	
products	to	well-to-do	customers,	while	EM	stores	target	low-	and	middle-income	
consumers	in	rural	areas,	offering	a	selected	range	of	products	in	larger	quantities	
at	competitive	prices.	Among	the	most	popular	products	in	the	EM	stores	are	

Country Performance	figures,	2011

South	Africa €4.5	billion	retail	sales	

Second	largest	SPAR	company	worldwide

846	SPAR	stores	+	720	Tops,	Build	It	and	KwikSpar

7	distribution	centres

Botswana €98	million	retail	sales

26	stores

Malawi 1	store,	opened	in	2011

No	turnover	figures	available

Mauritius €22	million	retail	sales

8	stores

Namibia €127	million	retail	sales

27	stores,	mainly	Super	Spars

Nigeria €22	million	retail	sales

2	stores,	of	which	1	flagship	store	in	Lagos

Zambia €52	million	retail	sales

11	stores

Full-time	business	development	manager	at	SPAR	Zambia

Zimbabwe €233	million	retail	sales

64	stores,	including	1	SPAR	Express	store	in	Harare

Table	2.	SPAR’s	performance	in	sub-Saharan	Africa.
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chicken	feet	and	black	forest	cake,	which	are	sold	in	enormous	quantities	at	rock	
bottom	prices	(‘pull	products’).	Table	3	shows	that	for	SPAR	Group	Ltd	South	Africa,	
the	EM	stores	market	segment	has	the	largest	growth	potential.	

Views of expansion 
The	key	countries	that	have	been	prioritized	for	growth	by	the	SPAR	organization	
are	China,	India	and	Russia.	Yet	SPAR	is	clear	about	its	ambition	to	strengthen	
its	presence	in	sub-Saharan	Africa.	The	enormous	business	potential	for	SPAR	in	
Africa	is	hardly	contested	within	the	company,	although	opinions	differ	as	to	the	
organization	and	characteristics	of	the	expansion	strategy.

SPAR	International	is	usually	responsible	for	business	development	in	new	
SPAR	countries.	In	Southern	Africa,	however,	market	development	is	discussed	
and	approached	jointly	between	SPAR	South	Africa	and	SPAR	International.	For	
example,	the	SPAR	Guild	in	Botswana	and	Namibia	was	founded	by	SPAR	South	
Africa.	In	Zimbabwe,	SPAR	South	Africa	owns	33%	of	the	SPAR	Guild	in	one	of	two	
targeted	regions.	In	Malawi,	Mauritius,	Zambia	and	Nigeria,	SPAR	International	has	
been	the	driving	force	behind	the	establishment	of	the	first	stores,	including	the	
choice	of	retail	format.	

Table	3.	Characteristics	of	SPAR’s	Emerging	Market	and	Upmarket	stores.

Characteristics Emerging	market	(EM)	stores Upmarket	(UM)	stores

No.	of	stores	in	South	Africa 30% 70%

Contribution	to	total	sales 40% 60%

Gross	profit 20–21% 14–17%

Focus	on	consumers	with	

Standard	Living	Measure	(SLM)
1–6 7–12

Location Urban	outskirts,	rural	areas Urban	centres,	prime	spots

Products	offered 3000–4000	products 12,000–23,000	products

No.	of	transactions	per	month 200,000–450,000 <100,000

Quantities Large	volumes Small	or	medium	volumes

Dependency	on	distribution	

centres
High Medium

Method	of	payment Cash Credit	card

Main	competitor Shoprite	(Usave) Pick	n	Pay

Source:	Spar	Group	Ltd	South	Africa.
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Key questions
Strategic	questions	for	SPAR	that	will	be	addressed	in	the	following	chapters	include:

•	 What	have	been	the	key	success	factors	for	SPAR	South	Africa?	(Chapter	3)
•	 	Which	internationalization	model	is	most	suitable	for	SPAR’s	expansion	to	other	

parts	of	Africa?	(Chapter	4)
•	 	How	can	the	composition	of	SPAR’s	country	portfolio	influence	its	expansion	

strategy?	(Chapter	5)
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3  Managing risks and 
responsibilities

The	success	of	any	entrepreneurial	venture	in	Africa	is	crucially	dependent	on	how	
effective	the	firm	is	in	simultaneously	managing	risks	and	responsibilities.	Risks	can	
be	avoided	only	to	a	certain	extent	–	for	instance,	by	not	engaging	in	a	particular	
country,	or	by	trading	rather	than	investing.	Success	in	Africa,	which	we	have	
defined	as	‘the	ability	to	secure	a	long-term	recognized	competitive	advantage’,	
requires	an	active	approach	to	operational,	strategic	and	sustainability	risks	(and	
responsibilities).	This	chapter	presents	examples	of	how	the	three	companies	are	
addressing	risks	and	responsibilities	within	their	current	approach	in	Africa.

Risks and responsibilities

In	Part	I	we	introduced	the	distance	matrix.	We	argued	that	there	are	four	general	
dimensions	of	distance	–	geographic,	cultural,	administrative	and	economic/	
development	–	which	lead	to	various	combinations	of	operational,	strategic	and	
sustainability	challenges.	

In	terms	of	geography,	culture	and	administration,	many	sub-Saharan	African	
countries	are	closer	to	the	Netherlands	than	are	the	emerging	markets	in	Asia	and	
Latin	America.	On	all	of	these	dimensions,	the	risks	of	doing	business	in	Africa	were	
found	to	increasingly	resemble	those	in	other	non-Western	countries.	‘Normal’	
risk	management	strategies,	such	as	the	firm’s	global	policies	with	regard	to	child	
labour,	corruption	and	financial	accountability,	may	in	many	cases	be	sufficient,	
as	the	experiences	of	Nutreco	and	TomTom	highlighted	in	this	chapter	illustrate.	
In	terms	of	the	economic/development	distance,	however,	firms	are	exposed	to	
medium	and	high	sustainability	risks	in	almost	all	sub-Saharan	African	countries.	
Dealing	with	these	risks	often	requires	firms	to	take	specific	mitigating	measures	
appropriate	to	the	local	context,	which	in	turn	require	them	to	have	an	additional	
awareness	of	their	specific	responsibilities	(see	box	2	and	figure	3).

The	operational	risks	in	sub-Saharan	Africa	are	therefore	not	substantially	more	
complex	to	manage	than	those	in	other	emerging	markets.	But	it	should	be	
recognized	that	responsibilities	are	generally	more	challenging	(distant)	and	more	
difficult	to	manage	in	the	sub-Saharan	African	region.
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Box. 2. Reporting on risks and responsibilities

Large	multinationals	such	as	Unilever	

and	Royal	DSM	have	a	broad	outlook	on	

operational,	strategic	and	sustainability	

risks.	In	their	annual	reports	they	make	

it	clear	that	risks	and	responsibilities	

cannot	be	considered	in	isolation	or	as	

static.	They	search	for	ways	to	transform	

risks	into	opportunities	and	link	their	risk	

management	strategy	to	their	corporate	

mission,	codes	of	conduct	and	business	

principles.

Unilever,	for	example,	has	embarked	

on	a	‘business	transformation’	process,	

acknowledging	that	if	these	risks	are	not	

successfully	mitigated,	their	‘cash-flow,	

operating	results,	financial	position,	

business	and	reputation	could	be	

materially	adversely	affected’.	Unilever	has	

clearly	labelled	its	responsibilities	as	a	‘risk	

category’	that	it	actively	manages.	

Royal	DSM	notes	that	‘risk	tolerance	in	the	

areas	of	stakeholder	relations,	reputation,	

sustainability	and	social	responsibility	is	

low.	Advanced	policies	and	implementation	

programmes	are	in	place	in	an	effort	to	turn	

risk	in	these	areas	into	opportunities’.	DSM	

thus	uses	responsibility	issues	as	a	way	to	

gain	a	competitive	advantage.

Unilever’s	‘risk’	categories	(2012) DSM’s	‘risk’	categories	(2012	–	a	selection)

•	Consumer	preferences

•	Competition

•	Portfolio	management

•	Sustainability

•	Customer	relationships

•	People

•	Supply	chain

•	Systems	and	information	(IT)

•	Business	transformation	(e.g.	acquisitions)

•		External	economic	and	political	risks,	and	

natural	disasters

•	Eurozone	risk

•	Financial

•	Ethical

•	Legal,	regulatory	and	other

•		Global	financial	and	economic	

development

•	Political	and	country

•		Partnerships:	divestments,	acquisitions	

and	joint	ventures

•	Innovation	

•	People,	organization	and	culture

•	Intellectual	property

•	Raw	material/energy	price

•	Sustainability

•	Reputation

•	Safety,	health	and	environment

•	Currency

•	Pensions

•	Reporting	integrity

•		Risk	of	non-compliance	with	own	codes	

of	business	conduct

•	Legal	non-compliance

Sources:	Unilever,	Annual	Report	2012,	p.28;	Royal	DSM,	Annual	Report	2012,	p.111.
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The risk–responsibility challenge 

The	106	Dutch	firms	participating	in	our	survey	together	have	sales	and/or	
production	operations	in	13	African	countries.	The	most	popular	countries,	where	
more	than	one-third	of	these	firms	operate,	extend	from	Kenya	(ranked	1;	60%	
of	firms)	via	Ethiopia	(ranked	7;	40%)	to	Mozambique	(ranked	13;	34%).	Figure	
4	shows	the	risk–responsibility	challenge	for	Dutch	firms	in	those	sub-Saharan	
African	countries.	It	demonstrates	the	distance	between	the	Netherlands	and	those	
countries	from	two	perspectives:	risk	and	responsibility.	

Figure	4	also	tells	us	something	about	the	management	challenge	for	the	average	
Dutch	firm.	In	South	Africa	(ranked	3),	the	operational,	strategic	and	sustainability	
risks	are	all	medium,	whereas	in	DR	Congo	(ranked	8)	they	are	high.	This	implies	
that	a	firm	used	to	operating	in	South	Africa	will	need	to	adjust	its	business	
model	when	it	expands	its	activities	in	DR	Congo	in	order	to	manage	risk	and	
responsibility	issues	adequately.	At	a	country	level,	the	figure	can	also	be	used	
to	compare	the	distances	involved	in	managing	both	risk	and	responsibilities.	In	
South	Africa	this	is	low	to	medium	and	in	DR	Congo	medium	to	high.	This	means	
that	at	country	level	a	relatively	coherent	strategy	can	be	defined.	

Unlike	in	South	Africa	and	DR	Congo,	there	is	a	considerable	gap	between	risks	
and	responsibilities	in	countries	such	as	Tanzania	(ranked	4)	and	Mozambique	
(ranked	13).	While	the	‘regular’	business	risks	in	these	countries	are	low	to	medium,	
the	sustainability	risks	are	high.	The	different	levels	of	complexity	in	managing	
risks	on	the	one	hand,	and	responsibilities	on	the	other,	make	it	more	difficult	to	
approach	these	countries	via	one	coherent	strategy.	
	

Figure	3.	Relations	between	distance,	risks	and	responsibilities	(see	Part	I).
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Consider,	for	instance,	a	company	that	has	adopted	a	multi-domestic	strategy.	
In	the	case	of	Tanzania,	a	wholly	owned	subsidiary	could	adequately	manage	
general	(operational)	risks,	but	to	deal	with	responsibility	a	more	locally	embedded	
business	arrangement	such	as	a	joint	venture	may	be	more	suitable.	If	a	company	
is	involved	in	Tanzania	or	Mozambique	as	part	of	its	international	supply	chain,	
it	should	perhaps	invest	more	in	codes	of	conduct	to	deal	with	the	sizeable	gap	
between	its	general	risks	and	its	specific	responsibilities.	

Figure	4.	The	risk–responsibility	challenge	for	Dutch	firms	in	sub-Saharan	Africa.	The	country	

portfolio	includes	the	13	most	popular	countries	among	106	Dutch	firms.
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Case studies: managing risks and responsibilities

In	the	following	we	highlight	some	elements	of	how	the	three	case	study	
companies	have	recently	dealt	with	risks	and	responsibilities.	

TomTom

TomTom	is	currently	active	in	just	one	country	in	sub-Saharan	Africa	–	South	
Africa	−	where	the	challenge	of	managing	risk	and	responsibilities	from	a	distance	
perspective	is	on	average	medium.	The	way	TomTom	entered	the	South	African	
market	reveals	how	the	firm	–	consciously	or	inadvertently	–	dealt	with	certain	risks.	

On the spot
TomTom	did	not	have	a	business	plan	to	enter	the	consumer	market	in	South	Africa,	
but	chose	a	trusted	individual	to	explore	opportunities.	This	person	was	given	a	
minimal	investment	budget	but	his	(non-financial)	room	for	manoeuvre	was	large	
and	his	targets	low.	He	was	given	targets	regarding	market	share	and	sales	of	personal	
navigation	devices,	but	none	of	these	was	related	to	a	return	on	investments.	
	
This	entrepreneurial	attitude	led	to	innovative,	low-risk	market	approaches	and	
eventually	to	TomTom’s	strong	position	in	the	South	African	market.	The	fact	that	
there	was	limited	corporate	interest	in	South	Africa,	as	it	was	not	a	selected	growth	
market,	may	have	been	a	blessing.	The	‘off-the-radar	strategy’	that	was	pursued	
made	it	possible	for	TomTom’s	South	African	staff	to	learn	from	experiences	without	
critical	shareholders	demanding	explanations	and	guaranteed	returns.	Operational	
risks	and	certain	strategic	risks	were	dealt	with	on	the	spot.	The	firm’s	exposure	to	
sustainability	risks	was	kept	to	a	minimum.

Company DNA plus local knowledge 
In	the	very	first	stage,	products	were	distributed	via	an	agent	who	worked	for	Apple.	
Whereas	Apple	is	a	must-have	brand,	known	around	the	world,	TomTom	came	to	the	
South	African	market	as	a	challenger.	A	strategic	risk	materialized	when	the	agent	
turned	out	not	to	be	able	or	dedicated	enough	to	market	TomTom’s	products.	Unlike	
in	Europe,	Africans	are	not	familiar	with	the	TomTom	brand,	and	consumer	products	
such	as	navigation	devices	need	intensive	and	targeted	marketing.	

The	risk	management	strategy	followed	by	TomTom	was	to	station	someone	from	
within	the	company	in	South	Africa	to	set	up	the	marketing	and	sales	channels.	This	
person,	Joost	Jetten,	was	‘imbued	with	the	company’s	DNA’	and	was	well	positioned	
to	market	the	product.	He	launched	an	active	public	relations	campaign,	involving	
radio	and	television	advertisements	and	interviews	published	in	various	media.	
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We started really low-key and bottom-up. I had 
hardly any marketing budget and just two devices 
to show to the market. But I was showing up 
everywhere, creating news, making it to the media – 
often in collaboration with partners such as Renault.’ 
— Joost Jetten

As	soon	as	brand	awareness	had	been	created,	the	next	challenge	was	to	set	up	a	
distribution	network.	TomTom	realized	it	could	not	do	without	local	knowledge.	
The	sales	to	consumers	was	organized	via	a	distributor,	Rectron,	which	was	selected	
for	its	strong	network	(it	has	a	country-wide	coverage	via	over	7000	vendors)	
and	matching	profile.	Like	TomTom,	Rectron	was	a	relatively	small	company	with	
a	young	and	enthusiastic	management.	This	cooperation	turned	out	to	be	an	
effective	way	to	deal	with	strategic	risks.	TomTom	achieved	a	market	share	of	over	
30%	within	a	relatively	short	time.	

Nutreco

Nutreco	is	active	in	several	countries	where	the	risks	and	responsibilities	vary	
greatly.	Despite	the	complexity	of	the	firm’s	country	portfolio	(for	an	analysis,	see	
chapter	5),	under	the	current	business	model	chosen	for	Africa,	Nutreco	is	focusing	
mainly	on	operational	risks.	

A risk-averse approach to Africa
Nutreco’s	involvement	in	sub-Saharan	Africa	has	been	organized	around	the	
minimization	of	risks.	As	a	listed	company	with	rather	conservative	shareholders,	
Nutreco’s	board	has	not	been	open	to	actively	exploring	the	opportunities	in	
Africa.	Business	has	been	undertaken	on	the	condition	that	risks	could	be	kept	
low.	As	a	result,	Nutreco’s	strategic	approach	to	Africa	has	been	different	from	that	
used	for	growth	markets	such	as	Brazil,	Russia	and	China.	In	Nutreco’s	corporate	
internationalization	strategy,	the	trade	model	is	an	intermediate	step	in	acquiring	
a	long-term	position	through	investments	such	as	mergers	and	acquisitions.	In	
the	company’s	Africa	strategy,	increasing	earnings	via	exports	is	the	main	goal	
(figure	5).	

Distributors	are	central	in	TNH’s	approach	to	Africa.	They	not	only	provide	the	
necessary	networks,	but	are	also	instrumental	in	dealing	with	operational	risks	

‘
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such	as	currency	and	transport	risks.	The	distributors	take	care	of	the	handling	
of	imported	goods	at	customs,	for	example.	Finding	and	retaining	reliable,	
professional	distributors	with	sufficient	financial	capacity	is	a	key	challenge,	so	TNH	
offers	its	distributors	special	training	programmes	to	ensure	their	loyalty.	
The	trade	model	focuses	less	on	the	management	of	strategic	risks,	such	as	those	
related	to	market	development	and	the	competitive	advantage	of	the	firm.	Within	
Nutreco,	business	development	is	done	‘on	the	job’	by	the	export	manager	or	
distributor.	Area	managers	may	be	responsible	for	as	many	as	20	countries,	as	a	
result	of	which	market	development	activities	are	scattered	and	limited	in	scope	
and	intensity.	In	South	Africa,	Nutreco’s	market	share	fell	sharply	when	a	competitor	
started	producing	locally.	The	company	consequently	realized	that	for	certain	African	
markets,	a	more	active	market	development	approach	is	required.	The	company	now	
pays	more	attention	to	managing	strategic	risks	in	sub-Saharan	Africa.	

Figure	5.	Nutreco’s	strategies	in	Africa	and	other	emerging	markets.

Motivation Intrinsic / tactical Intrinsic and extrinsic / strategic

Business model •	Export	as	goal
•	Strict	conditions
•	Investment	within	own	P&L
•	Broad	orientation

•		Export	as	means		
(investment	=	goal)

•	Business	development
•	Investment	budget
•		Focus/commitment	to	set	of	

markets

Risk management •	Focus	on	operational	risks •		Focus	on	strategic	and	
sustainability	risks

Performance •		EBIT	is	leading
•		Short-term	returns
•		Tactical	competitive	advantage

•		Market	share,	volume,	networks
•		Longer-term	returns
•		Strategic	competitive	advantage

Outlook for 
organization

1.		Centralized	export
2.		Sale	via	agents	and	distributors
3.		Local	sales	organizations

1.		Establishment	of	local	
production	facility

2.		Independent	organization	with	
sales	function

3.		Regional	representation,	
responsible	for	all	business	
processes

Africa strategy
Corporate 

internationalization 
strategy
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SPAR

Having	been	active	in	Africa	for	around	60	years,	SPAR’s	strategy	in	the	region	has	
matured.	By	establishing	a	network	of	regional	distribution	centres	in	South	Africa,	
for	example,	the	SPAR	organization	is	better	able	to	deal	with	operational	risks.	In	
order	to	gain	a	competitive	advantage,	the	firm	focuses	on	the	active	management	
of	strategic	and	sustainability	risks	through	various	measures	of	responsibility-
taking,	as	shown	in	the	following	examples.	

Managing talent
SPAR	invests	heavily	in	management	and	staff	skills	development	programmes,	as	a	
result	of	which	SPAR	organizations	have	been	nationally	recognized.	In	South	Africa,	
SPAR	invests	more	than	3%	of	total	turnover	in	skills	development.	It	has	established	
a	SPAR	academy	where	new	licensees	can	acquire	knowledge	and	specific	skills.	

In	South	Africa,	SPAR	is	currently	developing	a	new	retail	format	that	is	expected	
to	serve	as	a	‘nursery	of	retailers’.	Without	yet	having	to	make	the	investments	
and	having	to	meet	the	standards	associated	with	membership	of	the	SPAR	
Guild,	small	retailers	working	with	this	new	format	(not	visibly	associated	with	
SPAR)	can	gradually	build	up	their	expertise.	When	they	have	reached	a	certain	
level	of	professionalism	and	capital,	they	may	apply	for	membership	of	the	
Guild.	Management	development	is	both	a	necessity	(risk	management)	and	a	
responsibility	actively	taken	up	by	the	licence-based	organization.

Connecting with local communities
In	highly	competitive	markets,	it	can	be	a	challenge	to	win	the	attention	of	
consumers,	especially	in	densely	populated	areas.	SPAR	campaigns	such	as	
‘My	SPAR’	and	‘My	Botswana’	have	been	very	successful	in	doing	so.	By	building	
on	national	pride	(‘Proud	to	be	a	South	African’)	and	through	its	social	media	
campaigns	(‘Join	our	Facebook	community	and	take	home	a	trolley	load	of	fresh	
ideas!’),	SPAR	has	won	the	hearts	of	many	Southern	African	consumers.	With	its	
‘My	Community’	campaign,	SPAR	emphasizes	the	contribution	of	their	retailers	in	
uplifting	the	local	community.	Winning	the	loyalty	of	consumers	is	a	key	challenge.	

If you want people to come to your store,  
you need to make sure that their chiefs are 
supportive of SPAR’  
— Mario Santana, managing director of SPAR North Rand. 

‘
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SPAR’s	supermarket	store	in	Thohoyandau,	in	Limpopo	province,	provides	an	
inspiring	example	of	how	risks	and	responsibilities	are	managed	within	the	SPAR	
organization.	This	enormous	Emerging	Market	store	(over	450,000	transactions	per	
month,	through	65	checkouts)	is	located	in	a	remote	and	poor	area	in	the	north	
of	the	country.	While	dry	goods	can	be	supplied	from	one	of	SPAR’s	distribution	
centres,	the	distances	are	too	great	for	produce	to	remain	fresh.	In	the	absence	
of	locally	grown	good	quality	fresh	produce,	the	owner	of	the	Thohoyandau	
store	had	no	choice	but	to	develop	his	own	supply	chains.	He	bought	land	from	
the	government	to	build	a	maize	factory,	trained	farmers	in	good	agricultural	
practices	and	offered	them	exclusive	contracts	to	supply	his	store.	Today,	SPAR’s	
Thohoyandau	store	is	iconic:	it	has	become	a	destination	store	where	people	from	
across	the	region	now	come	to	shop.	

The role of local retailers
Local	retailers	play	an	important	role	in	SPAR’s	strategy	in	South	Africa.	As	a	
membership	organization,	closing	licence	contracts	with	individual	retailers	is	the	
preferred	model	for	growth.	Finding	retailers	with	the	right	set	of	skills,	resources	
and	mindset	is	highly	challenging,	however.	Because	independent	retailers	need	to	
make	substantial	investments	in	a	store	if	they	want	to	become	a	‘member	of	the	
SPAR	family’,	SPAR	in	the	past	sometimes	granted	licences	to	wealthy	investors	who	
had	financial	backing	but	lacked	retail	experience.	SPAR	South	Africa	has	learned	
the	hard	way	that	investors	do	not	necessarily	make	good	retailers,	and	has	now	
developed	a	different	strategy.	

Today,	SPAR	focuses	on	‘nursing’	its	retailers	to	become	more	professional	and	
capable	of	running	larger	stores.	Doing	so	provides	a	way	to	manage	operational	
(financial)	and	strategic	(the	reputation	of	the	brand),	as	well	as	sustainability	
(licence	to	operate)	risks.

Conclusion

An	analysis	of	the	factors	that	led	to	the	success	of	TomTom	and	Nutreco	in	
sub-Saharan	Africa	shows	that	these	companies	were	particularly	successful	in	
managing	operational	and	strategic	risks.	This	is	understandable	in	view	of	their	
chosen	mode	of	internationalization:	the	trade	model.	SPAR,	in	contrast,	has	been	
successful	largely	because	it	has	been	active	in	assuming	its	responsibilities	–	a	
consequence	of	the	fact	that	its	stores	are	well	integrated	into	local	communities,	
and	that	its	retailers	need	to	ensure	supplies	of	high-quality	fresh	produce.	
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4  Sequencing 
internationalization in Africa

The	five	business	models	introduced	in	Part	III	provide	a	general	framework	for	
African	strategies.	The	starting	point	for	most	Dutch	firms	operating	in	sub-Saharan	
Africa	has	been	the	trade	model.	This	model	is	suitable	for	specialized	SMEs	and	large	
firms	that	want	to	become	familiar	with	a	market,	but	it	has	its	limitations	when	the	
motivations	for	creating	a	long-term	position	in	a	market	change.	For	a	company	that	
wishes	to	intensify	its	involvement	in	Africa,	what	approaches	work	best,	and	how	do	
they	fit	in	with	the	corporate	internationalization	strategy?	This	chapter	explores	the	
internationalization	processes	adopted	by	Dutch	firms	in	Africa.	

From take-off to landing

The	process	of	internationalization	adopted	by	foreign	firms	in	Africa	tends	to	
follow	three	stages:	take-off,	consolidation	&	expansion	and	synthesis	(see	table	
4).	The	evolution	of	the	process	through	each	of	these	stages	is	a	matter	of	time,	
which	can	vary	from	one	organization	to	another.	If	a	company	fails	to	move	to	the	
next	stage,	retreat	is	also	a	possibility.	This	is	most	apparent	in	the	take-off	phase,	
which	requires	the	least	commitment	of	the	company	to	the	host	country	in	which	
it	operates.	While	it	may	take	one	company	four	decades	to	move	from	stage	1	to	
stage	2,	others	may	do	so	in	a	matter	of	a	few	years,	and	yet	others	might	never	
do	so	at	all.	Numerous	considerations,	related	to	expectations,	turnover,	market	
development	and	competitor	behaviour,	for	example,	influence	the	firm’s	readiness	
to	move	to	the	next	stage.	

In	their	approaches	to	Africa,	the	majority	of	Dutch	firms	find	themselves	at	the	
first	or	second	stage	of	internationalization.	In	the	next	section,	we	describe	
two	companies	that	have	successfully	gone	through	all	stages,	and	use	their	
experiences	as	examples	of	possible	internationalization	trajectories.

Unilever and Heineken: two roads to synthesis

For	Unilever	and	Heineken,	both	well-established	companies,	Africa	is	an	integral	
part	of	their	internationalization	strategy.	Their	experiences	show	that	there	are	
several	possible	trajectories	towards	the	stage	of	synthesis	they	have	achieved.	
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Trajectory 1: The multi-domestic route 
Unilever	has	operated	in	sub-Saharan	Africa	for	more	than	a	century,	and	is	a	market	
leader	in	hygiene,	personal	care	and	food	products	such	as	Omo,	Dove,	Lipton	and	
Magnum.	Within	Africa,	Unilever	products	are	sold	in	48	countries	to	over	650	million	
customers.	Sales	are	around	US$7	billion	each	year,	with	double-digit	growth	rates	in	
recent	years.	With	the	rapid	expansion	of	African	markets	for	the	company’s	products,	
the	strategic	importance	of	the	region	is	likely	to	continue	to	grow.

After	using	a	trade	strategy	in	the	first	period	of	engagement	in	Africa,	Unilever	
adopted	a	multi-domestic	strategy.	It	established	local	plants	and	acquired	many	of	
its	competitors.	Unilever	now	employs	40,000	people	in	offices	and	factories	in	40	
locations	in	20	African	countries.	

The	multi-domestic	strategy	resulted	in	a	plethora	of	local	and	regional	brands	
that	gave	the	company	access	to	a	wide	range	of	consumers	and	markets,	but	were	
difficult	to	coordinate	at	a	global	scale.	Consequently,	in	the	first	years	of	the	21st	
century,	the	company	started	to	downscale	its	diversified	portfolio	of	products	
and	turned	towards	a	stronger	coordination	through	its	global	brands.	Figure	6	

Stage Process	

Stage	1:	

Take-off

The	process	starts	with	intrinsic	(autonomous	expansion)	or	extrinsic	

(opportunity	seeking)	triggers.	The	firm	commences	with	exports	to	or	

direct	production	in	a	limited	number	of	countries.	Once	successful,	the	

need	to	integrate	the	activities	into	its	overall	strategic	vision	mounts.	

The	firm	also	experiences	gaps	between	the	intended	strategy	and	its	

realization	as	a	consequence	of	its	underestimationof	external	conditions	

and	increasing	transaction	costs.	

Stage	2:

Consolidation	&	

expansion

The	firm	attempts	to	overcome	the	strategic	tensions	by	reconfiguring	its	

activities	on	either	a	global	or	regional	scale.	Triggered	by	the	need	for	a	

better	internal alignment	of	its	activities,	the	firm	develops	a	strategy	for	its	

activities	in	Africa	in	an	attempt	to	bring	them	into	line	with	its	corporate	

internationalization	strategy.	Seeking	greater	efficiency,	economies	of	scale	

and	improved	coordination	within	the	firm	are	important	drivers	at	this	stage.

Stage	3:	

Synthesis

The	firm	tries	to	come	up	with	an	integrated	and	inclusive	strategy	to	guide	

its	activities	in	Africa.	In	particular,	it	will	search	for	external alignment	of	

activities	with	stakeholders	in	the	home	and	host	countries.	It	will	strive	

to	find	a	balance	between	a	coordinated	approach	worldwide	(‘global	

integration’)	and	specific	solutions	to	deal	with	the	risks	and	responsibilities	

on	the	ground	(‘local	responsiveness’).	In	this	stage,	the	Africa	strategy	

forms	an	integral	part	of	the	corporate	growth	strategy.

Table	4.	Stages	in	the	internationalization	process	of	foreign	firms	in	Africa.
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shows	how	Unilever’s	path	to	internationalization	has	evolved	through	the	various	
business	models	introduced	in	Part	II.	

Today,	Unilever	is	one	of	a	few	truly	transnational	corporations.	It	is	global	as	well	
as	local,	strategic	rather	than	tactical,	with	tightly	coordinated	operations,	and	
deals	proactively	with	intrinsic	as	well	as	extrinsic	motivations.	One	sign	of	this	
is	Unilever’s	recent	decision	to	make	the	African	continent	one	of	its	eight	global	
operating	regions.	

Frank	Braeken,	head	of	the	newly	created	region,	says	the	decision	to	focus	on	
Africa	will	allow	Unilever	to	target	African	consumers,	especially	in	personal	
products:	‘Africa	has	been	made	into	a	single	region	for	the	first	time	and	it	
was	done	to	arrange	the	group	into	consumer	clusters.	Afro	beauty	creates	
opportunities	for	Afro	beauty	products	for	Africans’.1

Trajectory 2: The global route
Heineken	is	the	number	two	brewer	in	Africa.	In	1900,	Heineken	exported	its	first	
beer	to	Africa	in	1900,	opened	its	first	brewery	in	DR	Congo	in	1923,	and	entered	the	
Nigerian	market	in	1946.	

Figure	6.	The	multi-domestic	route	–	Unilever.
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Heineken	has	always	combined	its	strategies	for	promoting	its	global	brand	and	
acquiring	local	breweries.	When	market	research	finds	that	a	market	is	promising	
enough	to	warrant	switching	from	imports	to	direct	investment,	Heineken	
generally	acquires	a	prominent	local	brewery	via	a	joint	venture	(as	in	Nigeria)	or	it	
acquires	a	stake	in	a	local	company	(e.g.	Bralirwa,	Rwanda).	In	rare	cases,	Heineken	
decides	to	set	up	a	‘greenfield’	brewery	from	scratch,	as	it	did	in	South	Africa.

The	difference	between	Heineken’s	acquisition	strategy	and	Unilever’s	initial	
multi-domestic	strategy	is	that	for	Heineken,	the	ultimate	aim	is	to	strengthen	its	
position	as	a	global	brand.	Local	‘champions’	offer	scale	and	strong	platforms	for	
growth,	and	represent	a	means	of	introducing	its	premium	brands	to	new	markets.	
Economic	development	increases	the	demand	for	internationally	branded	products	
such	as	Heineken	and	Amstel.	This	kind	of	uptrading	is	a	typical	way	to	increase	
revenue	without	the	need	for	market	growth	or	increased	average	usage.

Today,	Heineken	has	a	broad	well-positioned	portfolio	of	local	and	international	
brands	in	Africa,	selling	over	20	brands,	ranging	from	the	premium	brands	Heineken	
and	Amstel	and	top-selling	regional	brands	as	Primus,	Star,	Gulder	and	Mützig	to	
non-alcoholic	brands	such	as	Maltina,	Birell,	Buckler,	Amstel	Zero,	Fayrouz,	Laziza	
and	Maltex.	In	the	past	decade,	Heineken	has	transformed	into	a	transnational	
corporation.	Figure	7	shows	the	internationalization	route	taken	by	Heineken.

A	transnational	strategy	specifically	for	the	African	continent	allows	Heineken	
to	better	manage	the	risks	and	responsibilities	associated	with	business	there	
–	in	particular	safeguarding	its	supply	side	as	well	as	the	sales	structure.	The	
multinational	is	highly	dependent	on	local sourcing,	mostly	due	to	high	import	
duties	on	alcoholic	products,	and	the	perishability	of	the	raw	materials.	Nigeria,	for	
example,	has	banned	imports	of	malted	barley	since	1990,	leaving	Heineken	with	
little	choice	but	to	encourage	the	local	production	of	sorghum,	rice	and	maize.	
Today,	Heineken	employs	3000	people	in	Nigeria	and	buys	raw	materials	from	over	
10,000	farmers.	

Throughout	the	continent,	Heineken	co-manages	local	agricultural	projects	in	a	
limited	number	of	focused	partnerships	with	public	agencies,	including	the	Dutch	
government,	USAID	and	the	Common	Fund	for	Commodities,	and	NGOs	such	
as	the	European	Cooperative	for	Rural	Development	(EUCORD).	The	objective	
of	sourcing	65%	of	raw	materials	locally	brings	together	Heineken’s	risk	and	
responsibility	challenges.

Furthermore,	Heineken	has	found	ways	to	deal	with	the	underdeveloped	
infrastructure	in	Africa.	Alongside	its	breweries,	for	example,	the	company	has	
established	its	own	power	and	water	treatment	plants,	and	has	collaborated	
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with	Chinese	investors	in	the	construction	of	local	infrastructure	to	enhance	its	
distribution	network.	Following	a	particular	infrastructural	investment	in	DR	Congo,	
Heineken	was	able	to	deliver	its	beer	faster	and	more	cheaply,	and	saw	its	sales	
increase	fivefold.

As	well	as	engaging	with	NGOs	to	ensure	a	sustainable	supply	of	raw	materials,	
Heineken	has	formed	partnerships	on	the	demand	side	to	deal	in	particular	with	
health	issues	facing	its	customers	and	employees.	Heineken’s	HIV/Aids	programme	
(awareness	campaigns,	testing	and	treatment)	is	offered	to	employees	of	the	
breweries	and	their	families,	guided	by	medical	doctors,	has	been	heralded	as	
unique	in	Africa.	Other	challenges	that	Heineken	has	proactively	addressed	within	
its	Africa-specific	strategy	have	included	the	disorganized	and	fragmented	retail	
landscape,	the	lack	of	reliable	market	research,	unclear	and	volatile	government	
regulations	and	the	limited	talent	pipeline.	Transnational	companies	such	as	
Heineken	face	many	more	challenges,	in	particular	dealing	proactively	with	social	
risks	(see	box	3).	

Figure	7.	The	global	route	–	Heineken.
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Box 3. The next challenge: dealing with social risks

The	strategies	of	Unilever	and	Heineken	

are	testimony	to	their	increasing	

commitment	and	dependencies	within	

ever	more	sophisticated	risk–responsibility	

approaches.	Not	accidentally,	they	

have	coincided	with	the	growing	social	

awareness	of	the	impact	of	businesses	on	

people,	planet	and	profit	in	recent	decades.	

International	guidelines	on	corporate	social	

responsibility	(CSR)	include	the	OECD	

Guidelines	for	Multinational	Enterprises,	the	

UN	Global	Compact	Principles	and	the	ISO	

26000	guidelines.	Although	such	frameworks	

are	voluntary,	there	has	been	mounting	

pressure	on	corporations	to	comply	with	

them.1	For	example,	legislation	such	as	the	

2010	Dodd–Frank	Act	requires	American	firms	

to	be	more	transparent,	and	the	UN	Guiding	

Principles	on	Business	and	Human	Rights	

(UNGP),	known	as	the	‘Ruggie	principles’,	

oblige	firms	to	integrate	human	rights	into	

their	broader	risk	management	systems.

CSR	approaches	in	Africa

•	 	Multinational	food	company	Nestlé	

sources	cocoa	beans	from	Côte	d’Ivoire.	

Their	direct	suppliers	are	companies	

that	adhere	to	Nestlé’s	code	of	conduct.	

However,	Nestlé	was	aware	that	beyond	

its	first-tier	suppliers,	poor	labour	

conditions	–	including	child	labour	–	

could	be	an	issue,	and	so	commissioned	

the	Fair	Labour	Association	(FLA)	to	map	

its	cocoa	supply	chain.	When	the	FLA	

reported	cases	of	child	labour	in	the	

supply	chain,	the	company	promised	

to	work	closely	with	its	suppliers,	

certification	partners,	the	government,	

and	other	bodies	to	eliminate	and	

prevent	child	labour.

•	 	Contract	or	casual	labour,	also	called	

labour	brokerage,	is	an	issue	in	South	

Africa.	Contract	labourers	have	no	job	

security,	are	often	afraid	to	join	labour	

unions,	and	are	paid	less	than	permanent	

employees	doing	the	same	work.	

Working	with	contract	labour	thus	poses	

a	human	rights	risk.	In	one	case,	a	South	

African	poultry	factory	employed	1100	

workers,	600	of	them	casual	workers	

supplied	by	labour	brokers.	They	received	

fewer	benefits	than	permanent	workers	

and	were	not	affiliated	with	a	labour	

union.	So	in	the	case	of	disputes,	no	

union	was	able	to	intervene.

•	 	In	2010	Unilever	became	aware	of	

allegations	of	sexual	harassment	and	

exploitation	at	one	of	its	tea	plantations	in	

Kenya.	Unilever	put	mechanisms	in	place	

to	allow	employees	to	air	their	grievances,	

including	anonymous	suggestion	boxes	

and	a	complaints	hotline.	Although	such	

mechanisms	were	a	step	in	the	right	

direction,	it	is	not	clear	whether	they	have	

been	effective.	First,	workers	need	to	be	

aware	of	the	existence	of	the	hotline.	

Second,	in	cases	of	sexual	harassment,	

especially	in	societies	where	victims	are	

often	rejected	by	their	communities,	the	

incidence	of	(self-)reporting	remains	low.

•	 	Shell	has	struggled	with	its	human	

rights	record	in	Nigeria	since	the	mid-

1990s,	and	has	led	to	extra-territorial	

court	proceedings	in	Washington	and	

The	Hague.
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Case studies: growth paths 

In	the	following,	we	return	to	the	three	case	study	companies,	TomTom,	Nutreco	
and	SPAR,	to	assess	their	internationalization	strategies	in	Africa	and	identify	the	
strategic	tensions	that	lie	ahead.	

TomTom

The	business	model	used	by	TomTom	to	set	up	operations	in	new	emerging	
markets	is	based	on	its	strong	intention	to	go	global.	Like	Heineken,	TomTom	
aspires	to	be	a	global	brand.	But	unlike	the	brewer,	the	young	navigation	service	
provider	is	new	to	world	of	international	business.	It	is	testing	different	strategies	as	
part	of	the	first	stage	of	its	internationalization	process.	

General internationalization strategy: stage 2
In	its	selected	growth	markets	in	Latin	America	and	Asia,	TomTom	is	working	with	a	
multi-domestic	approach	as	a	first	step	towards	becoming	a	global	brand.	In	these	
countries,	TomTom	follows	a	resource-intensive,	market-led	approach	(see	figure	8).	

Figure	8.	Internationalization,	stage	2	–	TomTom.
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With	the	aim	of	gaining	a	long-term	competitive	advantage,	TomTom	is	investing	
in	product	contents	for	specific	client	groups.	This	is	done	by	multidisciplinary	
teams	involving	different	stakeholders	both	within	and	outside	the	company.	
Securing	a	position	in	the	selected	market	is	the	main	driver.	Investment	budgets	
are	available	to	adapt	products	and	services	to	local	demands.	In	adopting	this	
approach,	internal	coordination	challenges	needed	to	be	overcome,	and	this	has	
resulted	in	the	establishment	of	a	separate	geographical	organizational	structure:	
market	entry	to	India	is	driven	from	a	separate	business	unit.	The	business	case	for	
India	has	been	developed	by	a	team	covering	all	of	TomTom’s	divisions	and	fields	of	
specialization.	

Only	in	rare	cases	are	firms	‘born	global’,	which	implies	that	they	can	adopt	a	
low-risk	trade	model	but	nevertheless	establish	a	global	presence	on	the	basis	
of	a	unified	product	that	is	accepted	without	alterations	in	markets	around	the	
world	(including	Africa).	Experiences	in	India	are	already	showing	that	offering	
standardized	products	is	very	difficult	indeed.

Africa strategy: moving from stage 1 to stage 2?
When	TomTom	started	in	South	Africa,	its	target	was	to	sell	personal	navigation	
devices	to	consumers.	The	product	was	slightly	adapted	to	the	local	demand,	but	
was	nevertheless	largely	standard.	By	stationing	just	one	person	in	the	country,	
the	level	of	investment	was	relatively	low.	It	led	to	a	direct	financial	benefit	to	the	
company	as	a	result	of	increasing	sales	in	units.	With	a	strong	focus	on	personal	
navigation	devices,	the	approach	was	merely	product-oriented.	This	initially	chosen	
strategy	matches	with	the	trade	model.	

In	subsequent	years,	as	TomTom’s	business	in	South	Africa	evolved,	its	mapmaker	
TeleAtlas	was	integrated	into	the	firm’s	organizational	structure	and	the	automotive	
and	business	solutions	markets	were	further	developed.	Today,	TomTom	South	
Africa	is	a	relatively	independent	local	branch	office,	serving	the	four	markets	that	
are	also	served	by	the	firm	worldwide,	but	with	adjusted	strategies	to	national	
circumstances.	The	small	sales	office	in	South	Africa	grew	organically	into	an	
independent	local	subsidiary.	TomTom’s	current	business	model	in	South	Africa	can	
therefore	be	described	as	a	multi-domestic	model,	which	may	grow	into	a	regional	
model	if	the	company	chooses	to	serve	markets	in	East	and	West	Africa	primarily	
from	South	Africa.	

What	is	the	outlook	for	TomTom’s	involvement	in	Africa?	In	the	short	term,	the	fact	
that	Africa	is	not	included	in	the	corporate	strategy,	and	thus	resources	are	limited,	
almost	automatically	leads	to	the	trade	model.	This	is	the	only	model	where	
business	can	be	relatively	low	key.	Especially	when	sales	are	centrally	managed	
via	the	current	South	African	distributor,	it	will	require	little	management	capacity	
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or	additional	resources	to	expand	to	other	countries.	Nevertheless,	a	market-
oriented	approach	(such	as	the	multi-domestic	or	transnational	model)	rather	than	
a	product-oriented	approach	appears	more	appropriate	for	expansion	in	Africa.	
This	approach	has	been	used	for	other	growth	markets,	and	with	success.	There	is	
a	large	demand	for	products	and	services	that	TomTom	can	deliver	in	Africa.	But	
capturing	these	opportunities	requires	commitment	to	a	market,	adaptation	to	
local	circumstances	and	an	integrated	business	development	strategy.	

It	is	obvious	that	TomTom’s	Africa	strategy	is	still	in	the	‘take-off’	stage.	The	
company’s	activities	in	the	continent,	internal	and	external,	need	to	be	aligned	
with	the	corporate	strategy.	Fostering	a	shared	perspective	on	Africa	within	the	
company	is	the	first	step.	Developing	a	framework	for	entering	into	non-key	
markets	could	be	next.

Nutreco

In	its	internationalization	process,	Nutreco	has	considerably	more	experience	
than	TomTom,	having	operated	around	the	world	for	many	decades.	While	
Nutreco	is	an	independent	organization,	founded	in	1994,	some	of	its	daughter	
companies	(e.g.	Skretting)	date	back	to	the	19th	century.	Nutreco	has	become	
large	as	a	result	of	multiple	take-overs	and	acquisitions.	The	numerous	brands	
under	which	the	company	operates	in	different	countries	(e.g.	Nanta	in	Spain	and	
Portugal,	Shur Gain	in	Canada)	reveal	the	multi-domestic	strategy	that	Nutreco	has	
employed.	Acquiring	a	local	brand	or	production	company	is	a	common	strategy	to	
ensure	rapid	access	to	markets	of	strategic	interest.	

Worldwide strategy: from stage 2 to stage 3
In	terms	of	its	worldwide	internationalization	strategy,	Nutreco	finds	itself	in	a	
phase	of	consolidation	and	expansion	(stage	2),	as	described	above,	gradually	
transforming	to	the	synthesis	stage	(stage	3)	as	the	company	is	organizing	
towards	a	stronger	internal	alignment	of	operations	and	external	alignment	with	
stakeholders	within	the	context	of	its	global	sustainability	plan	(see	figure	9).	

Nutreco	is	increasingly	involved	in	Russia,	one	of	its	selected	growth	markets.	
Nutreco’s	involvement	in	Russia	started	with	exports	via	Trouw	Nutrition	Hifeed	
(TNH).	In	2006,	it	established	a	joint	venture	with	its	Russian	distributor,	with	
Nutreco	holding	a	majority	share.	The	resulting	sales	office,	employing	140	staff,	has	
handled	the	imports	from	the	Netherlands	since	then.	

In	2011,	Nutreco	announced	that	it	would	invest	€20	million	to	build	a	new	premix	
and	specialty	feed	plant	in	Russia,	which	is	now	nearing	completion.	A	local	
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production	plant,	according	to	Nutreco,	‘takes	production	close	to	the	market,	
decreases	the	lead	times	and	improves	the	cost	position’.	In	the	future,	a	further	
devolution	of	responsibilities	is	conceivable,	with	Russia	eventually	becoming	the	
regional	headquarters	for	Nutreco	in	Eastern	Europe.	

The	example	of	Russia	indicates	that	in	Nutreco’s	growth	strategy,	export	is	not	
just	the	goal.	It	is	a	way	to	build	up	market	knowledge	incrementally,	keeping	
investments	and	exposure	to	risks	low	until	it	is	familiar	enough	with	the	market	to	
step	up	its	commitments	and	move	to	the	next	stage.	

Africa strategy: from stage 1 to stage 2
So	far,	the	trade	model	has	been	the	only	business	model	used	by	Nutreco	in	sub-
Saharan	Africa.	For	some	African	countries,	however,	Nutreco	is	ready	to	move	
to	the	second	stage:	expansion	and	consolidation.	An	Africa	strategy	is	currently	
being	formulated.	

With	reference	to	the	five	business	models,	challenge	for	Nutreco	is	gradually	to	
introduce	the	transnational	model	for	its	involvement	in	sub-Saharan	Africa,	to	
make	this	approach	profitable	and	to	make	optimal	use	of	the	knowledge	and	
experience	generated	via	the	trade	model.	As	a	multinational	that	depends	on	

Figure	9.	Internationalization,	from	stage	2	to	3	–	Nutreco.
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scale,	Nutreco	can	no	longer	rely	solely	on	the	trade	model	for	doing	successful	
business	in	sub-Saharan	Africa.	

SPAR

SPAR	is	quite	a	different	company	that	has	followed	a	very	different	growth	
path.	The	business	model	used	by	SPAR	to	expand	its	worldwide	scope	has	
characteristics	of	many	models:	elements	of	the	multi-domestic,	regional	and	
global	model	are	all	present.	Also,	unlike	TomTom	and	Nutreco,	SPAR	has	included	
Africa	in	its	general	internationalization	strategy	(see	figure	10).	

On the way to stage 3
In	Africa,	SPAR	has	employed	a	variety	of	models	to	expand	the	number	of	stores	
in	more	countries,	depending	on	the	characteristics	of	the	available	retailers.	In	
South	Africa,	SPAR	Group	Ltd	is	effectively	a	wholesaler	(it	owns	seven	distribution	
centres)	that	supplies	its	licensed	retailers.	In	Zambia,	SPAR	has	some	corporate	
stores	that	it	is	transforming	into	licence-run	stores.	In	Botswana,	the	SPAR	Guild	
is	dominated	by	a	single	owner,	while	in	most	other	countries	the	Guild	includes	
many	licensees.

Figure	10.	Internationalization,	towards	stage	3	–	Spar	International.

Trade

Degree of coordination

Spread                                Mixed                                Focus

Regional

Transnational

Secondary motivations

Tactical                                Mixed                                Strategic

P
ri

m
ar

y 
m

o
ti

va
ti

o
n

s

Ex
tr

in
si

c 
   

   
   

   
   

   
   

   
 M

ix
ed

   
   

   
   

   
   

   
   

  I
nt

rin
si

c

D
eg

ree o
f in

teg
ratio

n

G
lob

al                          G
local                          Local

Stage 1

Stage 2

Stage 3
Multi-

domestic

Global



Sequencing	internationalization	in	Africa	|	191	

SPAR’s	global	model	is	founded	in	its	desire	to	standardize.	Around	the	world,	four	
retail	formats	are	used,	which	SPAR	International	overlooks	and	supports	their	
uniform	implementation.	But	SPAR	is	not	and	will	never	be	a	global	corporation:	
in	each	country,	the	national	guild	consists	of	members	who	are	independent	
retailers	with	a	licence	contract.	This	creates	considerable	differences	between	
countries.	The	way	in	which	the	management	of	the	actual	supermarket	stores	is	
organized	is	largely	based	on	the	principles	of	the	transnational	model.	

SPAR	has	few	corporate	stores,	unlike	its	direct	global	competitors	who	use	global	
models	and	have	direct	ownership.	SPAR	retailers	own	their	stores	and	so	share	
the	risks.	The	approach	is	highly	decentralized,	with	the	local	partner	bearing	
most	operational	risks,	although	strategic	and	sustainability	risks	are	shared.	This	
decentralized	formula	requires	local	licensees	to	be	much	more	active	in	seeking	
dialogue	with	external	stakeholders,	especially	for	Emerging	Market	stores,	which	
are	often	located	in	more	remote	areas	than	Upmarket	stores.	SPAR	involves	local	
supply	chain	actors	in	its	activities	and	has	adopted	innovative	approaches	in	its	
communications	with	consumers.	

SPAR	provides	a	typical	case	for	a	multi-domestic	entry	strategy.	Being	a	retailer	
requires	a	strong	local	presence	and	the	ability	to	adapt.	Finding	the	right	partner	
in	order	to	access	the	right	local	networks	is	often	a	major	factor	in	doing	successful	
business	in	sub-Saharan	Africa.	After	entry	through	a	multi-domestic	approach,	
whether	the	company	then	becomes	more	regional,	global	or	transnational	will	
depend	on	a	combination	of	motivations	and	circumstances.

Outlook
Although	SPAR	International	is	committed	to	expanding	the	business	in	sub-
Saharan	Africa,	the	organization	of	course	needs	to	consider	how	to	spread	its	
resources.	For	SPAR	International,	as	a	non-profit	centre,	the	possibilities	for	active	
business	development	are	limited	and	dependent	on	the	approval	of	the	members.	

All	business	models	require	considerable	levels	of	investments	for	SPAR,	although	
in	the	transnational	model,	costs	will	often	precede	the	rewards.	A	particular	
challenge	is	finding	a	strong	local	partner	who	is	able	and	willing	to	share	risks.	
Having	access	to	(fresh)	products	is	the	second	key	condition.	In	many	African	
markets,	both	strong	retailers	and	fresh	produce	supply	chains	are	often	not	in	
place.	This	presents	SPAR	International	with	the	question	of	how	active	it	wants	to	
be	and	whether	it	is	able	to	develop	a	market	upfront	(see	table	4).

The	reactive	approach	is	less	expensive	and	easier	to	implement.	But	in	fast-
growing	markets	such	as	Nigeria	it	may	lead	to	slow	progress	and	the	risk	of	losing	
‘first-mover’	advantages.	The	proactive	approach	is	more	resource-intensive,	



192	|	PART	IV:	Ingredients	for	success	

requires	long-term	market	commitment	and	active	risk	management	but	offers	
a	greater	potential	for	upscaling	and	rapid	growth.	The	transnational	model	thus	
seems	most	appropriate	to	expand	to	markets	of	key	strategic	interest	to	SPAR.	
The	weakly	developed	fresh	meat,	fruit	and	vegetable	supply	chains	in	many	
countries,	the	low	degree	of	professionalization	of	the	retail	industry	across	the	
continent	and	SPAR’s	high	dependence	on	local	retailers	for	its	license	model	
necessitate	a	proactive	engagement	with	stakeholders	in	and	around	SPAR’s	value	
chain.	Decisions	related	to	resources	may	challenge	the	process	of	adopting	the	
transnational	model.	

Conclusion

The	three	case	study	companies	are	at	different	stages	in	their	Africa	
internationalization	process,	as	highlighted	in	this	chapter.	TomTom	finds	itself	at	
the	first	stage,	building	up	market	knowledge	by	means	of	trading	combined	with	
local	production	in	one	country.	The	more	successful	the	South	African	subsidiary	
proves	to	be,	the	more	internal	alignment	issues	can	be	expected	to	emerge.

The	Nutreco	case	shows	that	not	having	a	corporate	strategy	for	Africa	while	
having	profitable	activities	there	can	create	strategic	tensions	when	a	firm	is	
moving	to	the	second	stage.	Nutreco	aims	to	consolidate	its	position	in	some	
African	countries	and	will	therefore	try	to	incorporate	its	activities	within	the	
corporate	growth	strategy.

The	SPAR	case	demonstrates	that	when	firms	are	heading	towards	the	third	stage,	
both	internal	and	external	alignment	issues	are	important.	Defining	inclusive	
business	models	that	combine	the	interests	of	the	firm	as	well	as	those	of	local	
communities	is	the	challenge	that	SPAR	is	now	addressing.

The	experiences	of	these	and	other	companies	show	that	there	is	no	single	‘best-
practice’	route	for	internationalization	in	Africa.	It	is	striking	to	see,	however,	

Reactive	strategy		

(multi-domestic)

Proactive	strategy		

(transnational)

Retailers Retailers	finding	SPAR SPAR	finding	retailers

Supply	chain Waiting	to	see	if	retailers	can	access	

fresh	produce	or	develop	their	own		

a	supply	chain	

SPAR	setting	up	a	supply	chain

Table	4.	SPAR’s	strategic	options.
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that	in	almost	all	scenarios,	the	route	starts	with	trade	and	evolves	towards	the	
transnational	model.	This	latter	model	seems	best	suited	to	reap	opportunities	in	
the	challenging	African	context	in	the	long	run.	This	poses	the	question	of	whether	
firms	should	aim	to	experiment	with	multi-domestic,	regional	or	global	models	
for	a	certain	period	of	time,	or	should	rather	attempt	to	move	directly	to	the	
transnational	model.	The	next	chapter	shines	a	different	light	on	this	matter.
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5 Managing country portfolios

Chapter	3	showed	that	different	business	models	confront	a	firm	with	different	
ways	of	dealing	with	risks	and	responsibilities.	Chapter	4	made	it	clear	that	the	
internationalization	process	in	Africa	generally	starts	with	trade	in	products	
and	services	or	small-scale	local	production,	and	gradually	evolves	towards	the	
transnational	model.	In	this	chapter	we	investigate	a	third	element	that	influences	
a	firm’s	success	in	Africa:	the	coherence	of	its	country	portfolio.	

The country portfolio approach

Business	opportunities	in	Africa	are	everywhere,	as	argued	before.	In	every	country,	
there	is	an	explicit	or	latent	demand	for	products	and	services	that	Dutch	firms	
are	able	to	offer.	Firms	are	generally	able	to	identify	business	opportunities,	using	
more	or	less	sophisticated	techniques	to	analyze	the	potential	of	a	country.	Market	
research	tends	to	focus	on	identifying	opportunities	rather	than	risks.	Risks	are	
often	mapped	after	the	decision	to	operate	in	a	country	has	been	taken,	when	the	
business	case	is	being	developed.	

The	‘country	portfolio	approach’	(see	box	4)	offers	an	alternative	method	of	
assessing	risks	and	responsibilities	in	Africa.	The	approach	builds	on	the	analysis	
of	the	risk	and	responsibility	distance	between	the	host	and	home	country	and	
can	be	used	to	assess	the	match	between	the	country/countries	of	operation	and	
the	business	model.	For	a	firm	with	limited	resources	to	invest,	for	example,	it	may	
be	better	to	concentrate	on	a	country	where	there	may	be	fewer	opportunities	
in	absolute	terms,	but	where	the	risks	can	be	more	easily	managed.	Firms	that	
are	determined	to	enter	a	large	risky	market	such	as	Nigeria	need	to	realize	that	
the	large	distance	between	Nigeria	and	the	Netherlands	in	terms	of	risks	and	
responsibility	will	demand	resource-intensive,	long-term	and	locally	responsive	
strategies.	

The	following	paragraphs	show	how	the	country	portfolio	approach	can	be	applied	
using	three	Dutch	companies	as	examples	–	CWT	Sitos,	Unilever	and	Heineken.

Regional expansion strategy: CWT Sitos
CWT	Sitos	is	a	medium-sized	integrated	logistics	company	based	in	Amsterdam.	It	
is	a	subsidiary	of	CWT	Commodities,	a	company	that	offers	warehousing	services	
to	international	traders,	producers,	and	trade	and	commodity	finance	banks.	The	
company	operates	in	Asia,	Europe,	the	Middle	East,	Africa,	the	United	States	and	
Latin	America.	
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In	Africa,	CWT	has	adopted	a	regional	hub	strategy.	CWT	has	operations	in	Ghana,	
from	where	it	coordinates	its	services	in	Burkina	Faso,	Côte	d’Ivoire	and	Togo.	In	
2010,	the	company	expanded	its	network	by	acquiring	a	South	African	logistics	
provider,	thus	creating	a	second	hub	in	South	Africa,	enabling	the	firm	to	serve	
Zimbabwe,	Zambia,	Malawi	and	Mozambique.	

The	country	portfolio	of	CWT	Sitos,	shown	in	figure	11,	reveals	that	the	regional	
hubs	have	been	well	chosen:	Ghana	and	South	Africa	are	among	the	least	distant	
countries	from	the	Netherlands	in	terms	of	risk,	i.e.	they	are	relatively	low	risk.	
This	is	important,	as	CWT	Sitos	has	committed	itself	to	these	markets	for	the	long	
term	by	establishing	local	subsidiaries.	The	other	countries	that	are	served	though	
these	regional	hubs	all	represent	more	distant	locations	in	terms	of	risk.	In	those	
countries,	CWT	Sitos	takes	fewer	risks,	and	has	relatively	loose	relationships	by	
trading	either	through	local	agents	or	sales	offices.

The	strategy	that	has	been	successfully	adopted	in	Ghana	may	also	work	for	the	
new	South	African	hub.	The	spread	of	risks	and	responsibilities	(and	thus	the	
degree	of	coordination	of	activities	needed)	is	comparable	with	or	even	less	than	in	
West	Africa.	Only	in	the	case	of	Zimbabwe	is	there	a	considerable	distance	between	
it	and	South	Africa	in	terms	of	responsibility.	However,	as	Zimbabwe	is	comparable	
to	Togo	and	Côte	d’Ivoire	–	countries	already	served	from	Ghana	–	it	may	be	useful	
for	the	company	to	take	into	account	the	experiences	of	the	Ghanaian	hub	when	
dealing	with	this	country.

Box 4. The country portfolio approach

The	country	portfolio	approach	is	a	way	of	

assessing	the	costs	and	benefits	of	becoming	

involved	in	one	or	more	countries.	It	is	based	

on	the	distance	matrix,	which	measures	

and	plots	the	operational,	strategic	and	

sustainability	risks	of	individual	African	

countries	relative	to	the	Netherlands	and	

to	each	other.	By	considering	the	risks	and	

responsibilities	alongside	the	opportunities,	

a	firm	can	assess	the	suitability	of	a	given	

business	model	in	relation	to	a	country	and	

guide	decisions	on	how	to	bring	together	a	

portfolio	of	countries:

•	 	operations	will	be	easier	to	manage	in	

countries	with	comparable	risks	and	

responsibility	profiles,	and	will	enable	

the	firm	to	operate	more	efficiently;

•	 	a	mixed	country	portfolio	will	require	

different	approaches	to	markets	in	

different	countries,	creating	internal	

coordination	challenges	that	will	need	

to	be	managed.
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Starting the African BoP strategy: Unilever
As	part	of	its	transnational	strategy,	Unilever	has	attempted	to	serve	the	low-
income	African	consumers	at	the	‘bottom	of	the	pyramid’.	Providing	the	BoP	
with	affordable	hygiene,	personal	care	and	food	products,	is	a	strategy	aimed	at	
achieving	growth	on	a	massive	scale	outside	of	South	Africa	and	to	deal	with	the	
social	and	economic	responsibilities	of	a	global	multinational.

For	its	BoP	strategy	in	Africa	(see	figure	12),	Unilever	is	trying	to	emulate	its	success	
in	India.	To	pilot	its	strategy,	Unilever	has	chosen	to	target	Kenya	and	Nigeria	as	
entry	countries.	

Figure	12	shows	that,	in	terms	of	risk,	both	Nigeria	and	Kenya	have	comparable	or	
lower	scores	than	India.	In	terms	of	responsibility,	risks	in	these	African	countries	
are	higher	than	in	India.	This	suggests	that	various	elements	of	the	BoP	strategy	
used	in	India	may	be	transferred	to	Kenya	and	Nigeria	without	much	adaptation,	
but	also	that	different	measures	need	to	be	taken	to	address	particular	challenges	
associated	with	poverty	in	Africa.	At	the	same	time,	the	small	distance	between	
Kenya	and	Nigeria	on	the	responsibility	dimension	suggests	that	lessons	learned	in	
one	country	can	be	of	use	in	the	other.	This	is	less	the	case	for	the	risk	dimension.	

Figure	11.	Country	portfolio	of	CWT	Sitos
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The	twin	headquarters	of	Unilever	in	London	and	Rotterdam	provide	the	company	
with	a	strategic	advantage.	From	London,	the	distance	to	the	two	former	British	
colonies	is	smaller	than	from	Rotterdam	and	the	BoP	strategy	is	therefore	arguably	
better	managed	from	the	UK.	

Different ownership constructions: Heineken 
As	noted	earlier,	Heineken	has	always	combined	its	aim	to	strengthen	its	position	
as	a	global	brand	in	Africa	with	a	strategy	to	acquire	local	brands.	The	brewer	
typically	invests	in	countries	by	taking	a	minority	share	in	local	breweries	that	are	
later	turned	into	majority	ownerships	if	conditions	so	require	or	allow	(see	figure	
13).	At	present,	Heineken	has	minority	shares	in	breweries	in	three	small	African	
beer	markets:	Namibia,	Ghana	and	Cameroon.	It	has	majority-owned	breweries	
in	the	larger	markets	of	South	Africa,	DR	Congo	and	Ethiopia,	as	well	as	in	some	
smaller	markets	such	as	Rwanda	and	Sierra	Leone	which	were	entered	longer	ago.	

The	company	has	a	considerable	spread	of	risk	over	the	continent,	but	a	
somewhat	smaller	spread	of	responsibilities.	In	the	countries	with	the	highest	risk	
profiles,	Heineken	has	at	least	40%	ownership.	In	the	countries	with	the	highest	
responsibility	distance,	only	one	out	of	five	breweries	is	majority	owned.	Shared	
ownership	constructions	can	be	effective	to	deal	with	responsibilities.

Figure	12.	Unilever’s	BoP	strategy	in	sub-Saharan	Africa.
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Case studies: (future) country portfolios 

In	this	section,	we	return	to	the	case	study	companies	to	show	how	the	country	
portfolio	approach	can	be	used	as	a	basis	for	their	strategic	decisions	regarding	
consolidation	and	expansion	in	Africa.

TomTom

TomTom	has	analyzed	the	market	potential	of	various	sub-Saharan	African	
countries,	as	described	in	chapter	2.	On	the	basis	of	globally	used	criteria	to	identify	
business	opportunities,	Africa	as	a	whole	(with	the	exception	of	South	Africa)	was	
found	to	be	the	least	interesting	region.	

One	may	wonder	whether	a	ranking	of	countries	on	the	basis	of	indicators	such	
as	the	number	of	cars	sold	per	year,	the	number	of	cars	on	the	road,	the	size	of	

Figure	13.	Heineken’s	country	(brewery)	portfolio	in	Africa.
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the	population	and	gross	domestic	product	do	justice	to	the	changes	taking	
place	across	Africa.	When	‘traditional	indicators’	give	a	negative	assessment	of	the	
opportunities	in	the	world’s	fastest	growing	continent,	is	there	a	problem	with	the	
continent,	or	do	the	indicators	themselves	perhaps	need	updating?

There	are	numerous	developments	in	Africa	that	could	offer	direct	or	indirect	
opportunities	for	TomTom	(see	box	5),	but	recognizing	them	requires	an	open	
attitude	and	out-of-the-box	thinking.

TomTom’s	staff	in	South	Africa	have	a	different	view	of	the	opportunities	in	the	
African	region	than	the	management	in	the	Netherlands.	They	identified	Kenya	and	
Nigeria	as	the	most	interesting	markets	after	South	Africa.	These	are	large	markets	
where	it	may	still	be	possible	to	gain	a	first	mover’s	advantage.	Besides,	TomTom	
also	has	an	internal	strength	in	these	markets:	its	distributor	Rectron	has	networks	
in	Kenya	and	Nigeria	that	could	facilitate	market	entry.	

Risk analysis
TomTom’s	country	portfolio,	shown	in	figure	14,	illustrates	the	challenge	facing	the	
firm’s	management	with	respect	to	expansion	to	new	countries.	Assuming	that	
Nigeria	and	Kenya	both	offer	more	opportunities	than	the	firm	can	ever	capture,	in	
which	country	does	TomTom	have	a	greater	chance	of	success?

The	risk−responsibility	perspective	suggests	that	Kenya	may	be	the	better	bet.	As	
figure	14	shows,	the	risk	distance	between	South	Africa	and	Kenya	is	rather	small,	
implying	that	lessons	learned	in	South	Africa	are	likely	to	be	applicable	in	Kenya,	and	
that	a	similar	approach	may	work	there.	For	Nigeria,	the	larger	risk	distance	indicates	
that	various	risks	need	to	be	managed	for	which	the	South	African	team	does	not	
necessarily	have	the	right	capabilities	or	resources.	On	the	responsibility	dimension,	
the	choice	for	Kenya	and	Nigeria	presents	TomTom	with	huge	challenges.	This	
suggests	that	TomTom	is	not	very	likely	to	gain	a	long-term	competitive	advantage	
in	Kenya	and	Nigeria	if	it	decides	to	use	an	approach	similar	to	that	used	in	South	
Africa	–	selling	imported	personal	navigation	devices	without	major	adaptations	
to	its	production,	pricing	and	promotion	strategies.	Considering	the	need	for	local	
adaptation	that	the	products	of	TomTom	require,	it	would	not	be	logical	for	the	firm	
to	adopt	a	low-risk	strategy	in	Nigeria,	such	as	by	means	of	the	trade	model.

In	the	context	of	TomTom’s	ambitions	for	internationalization	and	its	constraints,	
a	low-key	expansion	strategy	would	seem	to	be	more	feasible	in	Kenya	than	in	
Nigeria.	When	future	developments	open	the	door	to	more	resource-intensive	
and	integrated	strategies	for	African	growth	markets,	TomTom	may	be	able	to	use	
its	experiences	in	other	emerging	markets	that	represent	a	comparable	distance	
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Box 5. Tracing opportunities for TomTom in Africa

In	most	of	Africa’s	rapidly	growing	cities	

navigation	is	very	difficult	and	traffic	is	

extremely	dense	during	the	rush	hour.	

The	layout	of	cities	is	usually	complex	

and	frequently	changing.	Getting	lost	

can	be	a	very	uncomfortable	experience	

in	cities	where	there	are	no-go	areas.	In	

areas	where	maps,	street	names	and	other	

navigation	information	are	non-existent	or	

undocumented,	the	added	value	of	mobile	

phone	apps	with	geolocation	services	can	

be	substantial.

Countries	such	as	Nigeria	and	Kenya	

are	investing	heavily	in	their	transport	

infrastructure.	Major	transport	fleets	are	

operated	by	local	and	long-distance	bus	

companies,	taxi	companies,	governments,	

international	organizations	(the	UN	

has	a	base	in	Nairobi)	and	some	private	

companies.	In	Kenya	and	Nigeria,	freight	

transport	is	organized	by	truck	cartels.	Both	

countries	are	now	expanding	their	railway	

networks.	The	importance	of	safe	and	

efficient	fleet	management	is	growing.	

	

The	exceptional	growth	in	the	use	of	mobile	

phones	in	Africa	also	provides	numerous	

opportunities.	About	5%	of	users	in	Kenya,	

and	slightly	more	in	Nigeria,	now	have	

smartphones.	The	biggest	volume	growth	

is	likely	to	take	place	in	Nigeria	(130	million	

mobile	phones	by	2013).	In	addition	to	phone	

calls	and	text	messaging,	the	most	used	

features	of	these	phones	are	the	camera,	

Facebook	and	local	applications.	The	growth	

in	telecommunications	has	given	rise	to	

many	technological	innovations.	

Bandwidth	is	being	rolled	out	across	the	

continent:	by	2013,	all	countries	in	sub-

Saharan	Africa	(except	Eritrea	and	Western	

Sahara)	will	have	direct	access	to	a	high-

speed	data	cable.	With	mobile	access	

becoming	widespread,	the	opportunities	

are	endless.	Every	user	of	a	smartphone	

with	navigation	software	can	also	pay	

small	amounts	efficiently	and	instantly.	

In	Kenya,	M-Pesa,	the	market	leader	in	

mobile-based	payments,	transferred	in	

excess	of	€10	billion	in	December	2011,	

more	than	Western	Union	transferred	

worldwide	in	the	whole	of	that	year.	The	

mobile	revolution	is	now	extending	to	

many	other	sectors,	such	as	M-Agriculture	

(weather	forecasts	by	text),	M-Health	(‘take	

your	medication	now’	by	sms),	M-Solar,	etc.	

Online	shopping	is	still	in	its	infancy,	but	

as	soon	as	it	takes	off,	a	company	such	as	

TomTom	could	benefit	as	it	would	reduce	

the	need	to	build	complete	retail	networks.

Source:	Berenschot,	with	thanks	to	Jasper	

Grosskurth.
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position	(most	notably	India	and,	to	a	lesser	extent,	China)	to	manage	the	risks	and	
responsibilities	in	Nigeria.	

Nutreco

Trouw	Nutrition	Hifeed,	Nutreco’s	daughter	company,	is	responsible	for	exports	to	
countries	without	production	facilities.	It	is	used	to	working	with	dual	objectives:	its	
mission	combines	promoting	sales	with	scouting	for	investment	opportunities.	But	
with	49	sub-Saharan	African	countries	to	cover	and	no	corporate	guidance	(yet)	on	
which	markets	are	more	important	than	others,	it	is	proving	to	be	quite	a	challenge	
to	find	effective	ways	to	allocate	people	and	resources	across	the	continent.	

A	stronger	regional	orientation	is	the	first	step.	Recently,	TNH	has	focused	on	
three	blocs:	Ghana/Nigeria,	Kenya/Ethiopia	and	South	Africa.	An	analysis	of	the	
company’s	country	portfolio	(see	figure	15)	offers	insights	into	the	choice	of	
countries	that	are	best	placed	to	become	the	regional	hubs	in	East	and	West	Africa.

It	is	evident	from	figure	15	that	East	Africa	is	a	more	coherent	region	than	West	
Africa.	Ethiopia	and	Kenya	are	closer	to	each	other	on	the	multiple	dimensions	of	
the	distance	matrix	than	are	Ghana	and	Nigeria.	For	West	Africa,	Ghana	would	seem	
to	be	a	better	hub	than	Nigeria,	despite	the	latter’s	larger	market.	The	risks	and	
responsibilities	are	considerably	lower.	In	East	Africa,	Ethiopia	would	be	the	most	

Figure	14.	TomTom’s	country	portfolio	in	Africa.
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logical	hub,	with	twice	the	population	of	Kenya	and	a	shorter	distance	from	the	
Netherlands	in	terms	of	risk	and	responsibility.	

TNH	has	been	tasked	with	developing	a	vision	for	Nutreco	in	Africa.	In	doing	so,	
the	main	challenge	for	Nutreco	will	be	to	bring	focus	within	the	current	country	
portfolio	and	to	assess	markets	for	future	developments.	

Nigeria	is	an	interesting	market	for	Nutreco.	In	order	to	deal	with	the	relatively	
high	development	distance,	TNH	needs	to	develop	a	strategy	that	is	proactive	and	
inclusive	enough	to	address	these	challenges.	Although	Nutreco	is	not	yet	actively	
working	in	partnerships	in	Africa,	the	fact	that	it	recently	made	a	donation	to	the	
Africa	Agribusiness	Academy,	which	is	linked	to	Wageningen	University	in	the	
Netherlands,	suggests	that	change	may	be	under	way.	

It	will	be	a	challenge	for	Nutreco	to	develop	a	proactive	strategy	in	sub-Saharan	
Africa	while	the	region	is	not	part	of	the	priorities	at	the	corporate	level.	At	
the	same	time,	Africa	could	be	a	great	test	case	for	Nutreco	to	implement	a	
transnational	business	model.	The	firm	has	a	long-term	view	of	responsibility	
issues,	as	suggested	in	its	report	Sustainability Vision 2020,	in	which	the	goal	
is	to	reduce	the	company’s	ecological	footprint	while	contributing	to	feeding	
the	world’s	growing	population.	Another	advantage	is	that	the	firm	manages	
international	supply	chains	in	other	regions	such	as	China	and	India	where	the	risks	

Figure	15.	Nutreco’s	country	portfolio	in	Africa.
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and	responsibilities	are	high.	This	knowledge	could	be	used	to	obtain	a	competitive	
advantage	in	African	markets.

SPAR

How	can	the	composition	of	SPAR’s	country	portfolio	influence	its	expansion	
strategy?	Here	we	approach	this	question	from	two	angles.	

First,	it	could	consider	expansion	from	the	‘nearest’	country.	SPAR’s	country	
portfolio	in	sub-Saharan	Africa	reflects	the	dominance	of	South	Africa	and	the	
Southern	African	Development	Community	(SADC)	where	most	of	its	licensees	are	
located.	The	risk–responsibility	challenge	looks	quite	manageable:	most	countries	
are	in	the	same	range	as	South	Africa	in	terms	of	business	risks	(see	figure	16).	This	
also	applies	to	the	responsibility	dimension,	with	the	exception	of	Nigeria	and	
Zimbabwe,	which	are	considerably	more	distant.

SPAR	Group	Ltd	in	South	Africa	can	manage	the	activities	in	Africa	relatively	easily,	
without	major	coordination	problems	or	high	transaction	costs,	although	some	

Figure	16.	SPAR’s	country	portfolio.	Dotted	lines:	primary	responsibility	for	market	development.
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of	these	countries	are	managed	through	the	Amsterdam	office.	The	only	major	
exception	at	the	moment	is	the	very	limited	activity	in	Nigeria	for	which	the	
South	African	hub	does	not	present	a	major	advantage.	This	poses	SPAR	with	a	
coordination	problem	for	which	‘distance’	can	provide	a	solution.	
Either	SPAR	International	can	try	to	manage	Nigeria	from	Amsterdam	or	it	can	choose	
to	bring	in	other	SPAR	organizations	with	experience	in	comparable	countries	to	
manage	activities.	The	former	option	would	provide	better	coordination	from	a	
global	point	of	view,	while	the	latter	might	be	more	effective	in	dealing	with	typical	
risks	and	responsibilities.	If	it	chooses	the	latter	option,	SPAR	might	even	consider	
asking	their	Indian	colleagues	to	set	up	operations	in	Nigeria,	as	they	are	used	to	
working	in	a	country	with	comparable	risk–responsibility	challenges.	

Conclusion

The	country	portfolio	approach	is	a	way	to	assess	the	coordination	challenges	
facing	a	firm	when	engaging	in	Africa.	We	have	shown	how	the	approach	can	
inform	decisions	about	expansion	to	new	countries.	

For	TomTom,	we	argue	that	expansion	from	South	Africa	to	Kenya	stands	a	
higher	chance	of	success	than	to	Nigeria.	The	large	distance	between	the	
Netherlands	and	Nigeria	in	terms	of	responsibility	pre-empts	a	resource-intensive,	
proactive	and	integrated	strategy,	which	seems	unrealistic	given	that	TomTom’s	
internationalization	process	in	Africa	is	still	at	the	take-off	stage	and	internal	
support	for	investing	in	Africa	is	low.

For	Nutreco,	the	approach	reveals	that	managing	a	regional	hub	from	East	Africa	
may	be	somewhat	easier	than	from	West	Africa,	with	Ghana	and	Ethiopia	posing	
fewer	risks	than	Kenya	and	Nigeria.	For	all	countries,	the	medium	to	large	distance	
from	the	Netherlands	in	terms	of	responsibility	suggests	that	the	company	should	
opt	for	entry	modes	in	which	ownership	is	shared.

Finally,	for	SPAR,	the	country	portfolio	is	quite	manageable,	confirming	a	logical	
role	for	SPAR	South	Africa	in	developing	markets	in	other	Southern	African	
countries.	For	market	development	in	Nigeria,	the	added	value	of	the	South	African	
hub	is	less	apparent.	It	may	even	be	worth	considering	SPAR	India	to	coordinate	
market	development	in	Nigeria...

Rob
Sticky Note
no dottes at the end of the sentence (suggestive)
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 Conclusions 

This	part	has	explored	what	constitutes	entrepreneurial	success	–	defined	as	the	
ability	to	secure	a	recognized	long-term	competitive	advantage	–	in	Africa.

To	maximize	their	chances	of	success	in	Africa,	firms	are	recommended	to:

•	 	Distinguish	between	risks	and	responsibilities.	A	synthesis	of	the	risk	
management	and	responsibility-taking	strategies	of	firms	will	lead	to	a	better	
opportunity	risk	assessment	and	finally	to	more	effective	choices	about	where	
to	allocate	resources.

•	 	Strive	for	coherence	in	their	country	portfolio.	The	relative	ease	of	addressing	
operational	risks	and	the	difficulty	of	dealing	with	responsibilities	in	Africa	
make	it	more	difficult	to	develop	a	coherent	strategy	for	African	markets.	While	
one	measure	may	be	well	suited	to	manage	strategic	risks	(such	as	a	wholly	
owned	subsidiary	to	protect	intellectual	property),	it	may	not	be	appropriate	for	
managing	sustainability	challenges	(limited	access	to	the	local	knowledge	that	is	
needed	to	create	customer	intimacy).	This	is	something	that	all	firms	should	take	
into	account	when	deciding	which	strategy	to	adopt	for	entering	African	countries.

•	 	Consider	including	elements	of	the	transnational	model	in	their	approach,	even	
if	they	are	still	at	the	first	stage	of	internationalization	and/or	are	small.	The	
experiences	of	successful	companies	show	that	firms	wanting	to	intensify	their	
business	are	almost	automatically	directed	towards	the	transnational	model.	
The	transnational	model	represents	the	most	‘inclusive’	business	model	that	
seems	to	be	particularly	relevant	in	Africa.

•	 	Search	for	systematic	and	structural	ways	to	engage	local	stakeholders	and	to	
ensure	internal	and	external	support	for	a	locally	adapted	strategy.	

•	 	Include	their	activities	in	Africa	in	their	strategic	model	for	internationalization	at	
an	early	stage.	They	should	realize	that	firms	from	emerging	economies	(e.g.	the	
BRICs)	are	regarding	Africa	as	an	integral	part	of	their	general	internationalization	
strategy.	Many	European	firms,	on	the	other	hand,	still	regard	Africa	as	a	relatively	
minor	‘annex’	to	their	general	internationalization	strategy.	
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 Introduction

It is 2017. After hanging up the phone, Ms van der Zande, 
ambassador of the Royal Netherlands Embassy in Lusaka, is elated. 
She has just been informed by the chair of the tender board of 
the Zambian water management authority that the bid has been 
selected. The largest and most comprehensive water management 
project ever to be commissioned in Africa is to be implemented 
by a Dutch consortium. There could be no better proof that the 
decision to reopen the embassy in Zambia was the right one. 

The winning bid is the result of intense collaboration between 
eight companies, five NGOs, two banks, the Netherlands 
government and several other partners who have been building 
their partnership for more than two years. The tender board 
was impressed by the combined expertise of the consortium 
and its approach. The proposal included high-tech waterworks, 
comprehensive institutional reforms and a programme to develop 
the entrepreneurial skills of Zambian youth in such smart way, 
together with innovative financing packages, that the competition 
was left well behind. 

This	concluding	part	brings	together	the	vision	elaborated	throughout	this	book	
and	summarizes	the	challenges	ahead	for	Dutch	and	other	foreign	firms	and	
organizations	in	sub-Saharan	Africa.
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Doing business in Africa 3.0 involves:

•	 Moving	from	trade	to	inclusive	business

•	 Dealing	with	relative	and	competitive	distance

•	 Being	proactive,	strategic	and	glocal	

•	 	Partnering	with	governments	and	non-governmental	organizations

•	 	Coordinating	three		types	of	portfolio:	countries,	partnerships	and	
issues	
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  From trade to inclusive business

Dutch	companies	have	been	involved	in	Africa	for	centuries.	Business	relationships	
have	been	shaped	by	trade,	particularly	imports	of	African	commodities	and	raw	
materials.	Until	recently,	the	continent	was	plagued	by	problems	unlike	anywhere	
else	in	the	world,	and	foreign	companies	had	little	interest	in	becoming	involved.	
The	risks	of	doing	business	in	Africa	used	to	be	so	high	that	net	assessments	
of	opportunities	against	challenges	were	negative	for	all	but	a	few	courageous	
firms.	As	a	result,	the	gradual	improvements	in	the	political	and	economic	climate	
in	many	African	countries	since	the	1990s	have	been	viewed	with	substantial	
scepticism.	Decades	of	misery-laden	stories	in	the	media	have	left	their	mark	on	
the	perceptions	of	Dutch	entrepreneurs	about	Africa.	

The	numerous	positive	developments	that	are	now	taking	place	in	many	parts	
of	Africa	warrant	a	shift	in	those	perceptions.	A	number	of	international	studies	
and	articles	by	leading	consultants	such	as	McKinsey	and	Ernst	&	Young,	opinion	
leaders	such	as	The	Economist	and	international	organizations	like	the	World	Bank	
and	the	International	Monetary	Fund	have	offered	a	new	view	of	Africa.	They	have	
also	inspired	a	new	set	of	beliefs	that	are	better	attuned	to	present-day	African	
realities,	paving	the	way	for	cautious	optimism.

High	and	sustained	economic	growth	rates	in	combination	with	structural	
economic	and	political	improvements	have	started	to	change	the	lives	of	
many	Africans,	lifting	millions	out	of	direct	poverty	and	creating	a	middle	class	
concentrated	in	urban	areas.	Of	course,	numerous	challenges	remain,	such	as	the	
poor	quality	of	growth,	the	limited	local	value	creation,	weakly	developed	domestic	
markets,	low	levels	of	education,	and	many	others.	All	in	all,	however,	the	outlook	
for	a	substantial	part	of	Africa	is	positive.

From	a	continent	dominated	by	the	vested	interests	of	the	colonial	powers	
(Africa	1.0)	and	decades	of	conflict	and	poverty	following	independence	
(Africa	2.0),	another	vision	is	shaping	up:	that	of	Africa	as	an	emerging	continent	
(Africa	3.0,	see	figure	1).	

In	terms	of	the	volume	and	quality	of	growth,	most	African	markets	cannot	yet	
be	compared	to	the	BRICs.	However,	it	is	certainly	relevant	to	consider	various	
countries	in	sub-Saharan	Africa	as	the	next	emerging	markets.	Nigeria,	Ethiopia,	
Kenya,	South	Africa	and	Tanzania,		among	others,	are	economies	to	watch.
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Gaps to be bridged

The	emerging	Africa	should	provide	a	positive	impetus	for	Dutch	firms,	particularly	
those	that	already	have	some	experience	there.	Compared	with	other	European	
countries,	Dutch	firms	are	performing	well	in	terms	of	trade	and	investments.	Over	
the	last	decade,	the	volumes	of	Dutch	imports	from	and	exports	to	sub-Saharan	
Africa	have	tripled	and	have	grown	relative	to	those	of	other	regions.	Dutch	
investments	are	now	targeting	specific	sectors,	most	notably	oil	and	gas,	especially	
in	South	Africa	and	Nigeria.	

On	a	global	scale	the	Dutch	position	in	Africa	is	less	rosy.	Since	1990,	Europe’s	share	
in	global	trade	with	Africa	has	dropped	from	over	50%	to	below	25%.	Competitors	
from	emerging	economies,	in	particular	China,	but	also	India,	Brazil,	Malaysia	and	
South	Korea	have	been	able	to	gain	a	firm	foothold	throughout	Africa.	China’s	share	
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Figure	1.	The	new	dynamics	of	Africa.
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in	total	foreign	direct	investment	(FDI)	flows	in	Africa	increased	from	0.5%	in	2000	
to	15%	in	2012.	Trade	among	developing	countries	is	now	growing	three	times	
faster	than	between	Africa	and	the	developed	countries.	

The	figures	leave	no	room	for	doubt.	Although	their	shares	in	total	trade	and	
FDI	may	still	be	modest,	the	new	foreign	powers	in	Africa,	particularly	the	BRIC	
countries,	are	to	be	taken	seriously.	They	have	entered	the	continent	with	explicit	
agendas,	an	abundance	of	resources	and	are	determined	to	stay.	An	adequate	
response	from	Western	firms	is	needed.	

Yet	Dutch	firms	that	do	wish	to	do	business	in	Africa	are	confronted	with	a	number	
of	challenges,	including	significant	diplomatic	and	financial	gaps.	The	Netherlands	
government	has	bilateral	trade	and	taxation	agreements	with	the	governments	
of	less	than	50%	of	African	countries,	as	a	result	of	which	firms	face	considerable	
political	risks	in	at	least	20	African	nations.	

The	Dutch	financial	sector	is	not	particularly	keen	to	invest	in	the	continent.	Except	
for	a	few	cases,	such	as	the	Rabobank’s	minority	shares	in	several	local	banks,	and	
development-related	financial	packages	offered	by	the	Netherlands	Development	
Bank	(FMO)	and	ING	Bank,	few	Dutch	banks	are	present	in	sub-Saharan	Africa.	The	
risk-aversion	of	Western	banks,	reinforced	by	the	global	financial	crisis	and	gaps	in	
the	set	of	public	financial	instruments,	limits	firms’	ability	to	grasp	opportunities	as	
and	when	they	arise.	This	affects	mostly	small	companies,	for	whom	finance	and	
export	credit	insurance	for	risky	countries	are	particularly	important	but	difficult		
to	obtain.	
	

Dealing with distance

Achieving	a	long-term	competitive	advantage	in	Africa	requires	companies	to	
balance	the	opportunities	and	risks.	Various	dimensions	of	‘distance’	can	be	used	to	
assess	and	approach	managerial	challenges.	

Relative distance
The	distance	between	the	Netherlands	and	sub-Saharan	Africa	is,	in	terms	of	almost	
all	relevant	distance	variables,	considerable.	In	terms	of	geographic	distance,	
cultural,	administrative/governance	and	economic	distance,	African	countries	are	
considerably	farther	away	than	those	in	Europe	where	most	Dutch	firms	are	active.	
The	larger	the	distance	between	the	home	and	host	countries,	the	more	difficult	it	
is	to	manage	risks	and	the	higher	the	transaction	costs	of	internationalization	are	
likely	to	be.	
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Firms	can	partly	mitigate	the	operational	risks	of	doing	business	in	Africa	by	taking	
regular	internal	measures	or	by	limiting	their	involvement	in	particular	countries,	
such	as	by	engaging	only	in	trade.	For	dealing	with	strategic	and	sustainability	
risks,	more	specific	measures	are	needed.	The	greater	the	economic	distance,	
the	greater	the	social	challenges	are	likely	to	be,	and	the	more	firms	have	to	
incorporate	distance	differences	into	their	management	models	(box	1).	The	
better	firms	are	able	to	turn	risks	into	opportunities,	the	more	likely	they	are	to	be	
successful	in	Africa.
	
Competitive distance
Not	only	should	a	firm	be	able	to	manage	the	relative	distance	between	its	home	
country	and	the	targeted	African	country,	it	must	also	compensate	for	relative	
disadvantages	vis-à-vis	its	competitors	from	other	countries.	

The	rules	of	the	game	for	business	in	Africa	have	changed	dramatically	with	the	
entry	of	new	contenders	from	less	developed	countries	in	Asia	and	Latin	America.	
Firms	from	these	regions	face	numerous	competitive	advantages,	because	the	
administrative/	governance	distance	between	their	own	and	African	countries	
is	less	than	from	the	Netherlands.	Firms	from	BRIC	countries	feel	more	‘at	home’	
in	Africa,	perhaps	because	the	bargaining	environment	there	is	comparable	
to	their	own	home	country.	Many	Dutch	firms	face	an	enormous	dilemma	in	
handling	corruption	in	Africa	while	at	the	same	time	justifying	their	actions	at	
home	(see	figure	3).	For	companies	from	Asia	and	Latin	America,	in	contrast,	the	
situation	they	find	in	Africa	is	not	very	different	from	the	one	they	are	used	to	at	
home.	They	therefore	have	at	least	two	sources	of	competitive	advantage	related	
to	administrative/governance	issues:	they	are	more	familiar	with	dealing	with	
corruption	and	face	a	lower	risk	of	reputational	damage	in	their	home	market.	

Companies	from	the	BRIC	countries	also	have	fewer	problems	resulting	from	the	
low	level	of	development	in	Africa	(economic	distance).	The	strategies	that	these	
firms	use	in	their	home	country	can	be	relatively	easily	adapted	to	the	African	
context,	which	facilitates	strategic	coherence.	Their	transaction	costs	are	lower,	
which	positively	influences	their	business	activities.	

Where	enterprises	from	the	BRIC	countries	have	little	incentive	to	adapt	their	
business	strategies	to	the	African	context,	Western	European	firms	basically	have	
no	choice.	But	rather	than	being	put	off	by	this,	firms	should	turn	their	competitive	
weaknesses	into	a	strength	–	not	by	copying	what	newcomer	firms	do,	but	by	
coming	up	with	their	own	approaches.
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A	company’s	portfolio	of	countries	(as	

markets,	production	or	sourcing	sites)	

creates	a	number	of	coordination	challenges.	

Its	portfolio	depends	on	the	number	of	

countries	in	which	it	is	active,	the	measure	of	

distance	each	of	these	countries	represents	

and	the	specific	challenges	they	pose	for	

managing	the	trade-off	between	risk	and	

responsibility,	now	and	in	the	future.	

Take	company	X.	It	operates	in	10	countries	

in	sub-Saharan	Africa	and	plans	to	invest	in	

three	more.	The	challenges	for	the	company	

can	be	portrayed	along	several	distance	

dimensions	(see	figure	2):

1.	 	Specific distance challenges	for	risk	and	

responsibility:	

	 •	 risk	(measures	include	the	quality	of	

investment	protection	or	regulatory	

systems,	corruption	perception):	the	

company	has	a	relatively	coherent	and	

medium−low	distance	portfolio,	which	

makes	risk	relatively	easy	to	manage;	and	

	 •	 responsibility	(measures	include	

taxation,	voice/accountability	and	

Human	Development	Index	ranking):	

the	company	has	invested	in	countries	

where	the	levels	of	development	range	

from	relatively	high	to	very	low;	this	

creates	considerable	and	incoherent	

distance	and	major	responsibility	issues.

2.		  The maximum composite distance	that	the	

company	presently	faces	in	Africa	in	terms	

of	risk	and	responsibility.	The	company’s	

management	challenge	presents	quite	

a	stretch,	implying	that	differentiated	

strategies	and	tactics	are	needed	to	be	

successful.

3.	  Future distance challenges:	probably	

following	past	(intuitive)	experiences,	the	

company	intends	to	step	up	its	investment	

in	a	number	of	additional	hubs	that	are	

within	or	even	below	its	distance	profile.	

This	can	be	regarded	as	a	controlled	

internationalization	strategy.

For	readers	who	wish	to	assess	their	own	country	

portfolio	on	the	composite	distance	and	risk	and	

responsibility	dimensions,	a	country	scoring	sheet	is	

presented	in	Part	I	(figures	8	and	9).

Box 1. Novel approach 1: Country portfolio management

Figure	2.	Four	dimensions	of	a	country	portfolio	matrix.
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Sticky Note
if the length of the arrow represents the maximum distance it should also run from the ultimate left side in the risk/responsibility scales (which is correct) to the the ultimate right side (which is not correct, see the responsibility distance bullits). Please correct.
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The private challenge
This	study	has	found	that	most	firms	active	in	sub-Saharan	Africa	employ	an	
approach	that	can	be	labelled	‘business	1.0’	(trade	related)	or	‘business	2.0’	(weakly	
integrated).	Their	orientation	is	broad:	the	majority	are	engaged	in	trade	with	
more	than	10	African	countries,	with	limited	commitments	in	each	country.	When	
opportunities	cease	to	exist	or	the	risks	become	too	high	in	one	country,	they	
are	likely	to	relocate	to	another	country	or	withdraw	from	Africa	altogether.	This	
approach	was	well	suited	during	the	times	of	Africa	2.0	–	the	hopeless	continent	–	
but	is	increasingly	less	so	today.	

Relatively	few	companies	use	investment	strategies	to	enter	or	expand	in	African	
markets.	Only	a	small	percentage	of	the	companies	participating	in	our	survey	have	
actually	integrated	their	African	activities	into	their	(corporate)	strategy.	However,	
over	90%	of	those	firms	are	satisfied	with	their	performance	in	Africa	and	have	
plans	to	expand.	They	list	growth,	profit	and	the	growing	consumer	markets	as	
their	key	motivations	for	engaging	in	the	continent.	

Firms	with	the	best	chances	of	becoming	and	remaining	successful	in	Africa	are	
those	that	are	adopting	a	business	3.0	(inclusive	business)	approach	(see	figure	4).	
That	approach	is	the	most	sophisticated	way	of	dealing	with	African	risks	and	
responsibilities.	It	provides	firms	with	the	necessary	licence	to	operate	both	in	the	
host	country	and	at	home,	and	offers	most	strategic	advantages	in	the	competitive	
game	with	the	BRIC	countries.	

Figure	3.	Distance:	corruption	perception.	The	deeper	the	colour,	the	greater	the	distance

2000 km

From	the	Netherlands From	the	BRICs
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Figure	4.	A	new	approach:	towards	business	3.0.

Attitude Strategy

Doing business 
1.0

•		Intrinsic	motivation
•		Short-term	perspective
•		Risk	avoidance

•		Broad	orientation,	limited	focus
•		Trading	on	the	basis	of	opportunities
•		Undefined	Africa	strategy
•		Centralization	of	business	processes

Doing business 
2.0

•		Extrinsic	motivation
•		Medium-term	perspective
•		Managing	risks	/	attention	to	

responsibilities

•		Active	trading	/	multi-domestic	/	
regional	/	global	model

•		Non-integrated	Africa	strategy
•		Decentralized

Doing business 
3.0

•		Intrinsic	and	extrinsic	
motivation

•		Long-term	perspective
•		Managing	risks	and	

responsibilities

•		Focus
•		Proactive:	transnational	model	
•		Integrated	Africa	strategy
•		Glocal
•		Partnership	portfolio	management

From	the	five	business	models	presented	in	this	book,	the	‘transnational	model’	has	
the	best	fit	with	the	business	3.0	approach	(see	figure	5).	Firms	using	a	transnational	
model	are	both	intrinsically	and	extrinsically	motivated	and	bring	together	their	
internal	capabilities	and	expertise	in	order	to	meet	external	demands.	They	
have	a	long-term	(strategic	rather	than	tactical)	orientation.	They	coordinate	
their	activities	in	a	focused	way	and	are	balancing	the	need	for	efficiency	and	
standardization	worldwide	with	local	responsiveness.	Since	business	3.0	strategies	
are	more	resource	intensive	than	1.0	and	2.0	approaches,	because	of	their	strong	
local	presence,	their	adapted	business	model	and	collaboration	with	various	local	
parties,	they	aim	for	an	integrated	Africa	strategy	endorsed	by	internal	and	external	
stakeholders.

The	growth	path	towards	3.0	strategies	takes	time.	There	is	certainly	no	‘one-size-
fits-all’	approach	or	predefined	route.	As	a	first	step,	firms	may	consider	‘upgrading’	
and	‘updating’	their	current	business	model	to	more	inclusive	strategies.	A	trade	
model	can	be	upgraded	by	defining	a	long-term	perspective	on	the	basis	of	trading	
activities,	e.g.	by	actively	investing	in	knowledge	sharing	with	local	distributors.	
A	firm	that	wishes	to	reconsider	its	strategy	should	start	by	reflecting	on	its	
motivations	for	being	active	in	Africa	(in	the	long	term)	and	by	aligning	these	
motivations	with	corporate	drivers	for	internationalization.	
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Dutch	firms	arguably	are	well	positioned	to	become	leaders	in	the	business	3.0	
approach.	They	share	a	culture	of	cross-sector	collaboration,	corporate	social	
responsibility	and	a	history	of	involvement	in	Africa.	However,	in	their	efforts	to	
develop	more	inclusive	business	strategies,	Dutch	corporate	managers	need	to	
acknowledge	they	cannot	do	this	on	their	own.	New	areas	of	strategic	management	
need	to	be	developed,	such	as	partnership	portfolio	management	(see	box	2).
	

The diplomatic challenge

Africa	as	an	emerging	continent	has	implications	not	only	for	businesses,	but	
also	for	other	crucial	players	in	Africa,	in	particular	governments	and	civil	society	
organizations	(CSOs	or	NGOs).	
	
The	nature	of	Dutch	diplomatic	involvement	in	Africa	has	evolved	along	with	
changing	perceptions	of	the	continent.	Traditional	diplomacy	used	to	be	divided	
along	political	and	cultural	lines,	which	strict	delineations	between	official	
development	assistance,	foreign	affairs,	economic	affairs	and	defence.	Various	
ministries	with	wide-ranging	agendas	were	responsible	for	different	aspects	of	
Dutch	involvement	in	Africa.	Those	were	the	days	of	‘diplomacy	1.0’.

Figure	5.	The	transnational	model	fits	best	with	the	business	3.0	approach.
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Since	the	early	2000s,	successive	Dutch	governments	have	attempted	to	introduce	
a	more	integrated	approach	to	Africa.	In	the	development	arena,	embracing	
the	Millennium	Development	Goals	provided	greater	focus,	while	later	the	
international	community	encouraged	greater	involvement	of	the	private	sector,	

Box 2. Novel approach 2: partnership portfolio management

Large	Dutch	firms	on	average	participate	

in	about	20	partnerships	with	non-profit	

organizations	such	as	NGOs	and	public	

sector	agencies.1	Stakeholder	engagement	

thus	becomes	‘multi-stakeholder’	

engagement.	The	patterns	for	NGOs	and	

governments	are	comparable.	The	Dutch	

government,	for	instance,	has	formed	

more	than	100	partnerships	with	the	

private	sector.	A	new	challenge	for	all	of	

them	is	how	to	manage	and	coordinate	

these	expanding	portfolios	of	‘cross-sector’	

partnerships.	

Managing	such	large	portfolios	–	involving	

many	stakeholders	from	different	sectors	

–	is	often	difficult	and	can	influence	

the	effectiveness	of	the	partnerships.	

Partnerships	are	often	‘coalitions	of	the	

willing’,	although	they	may	not	necessarily	

represent	the	best	or	most	appropriate	

alliances.	Important	stakeholders	are	

often	missing.	What	may	at	first	appear	

to	be	an	easy	alliance	may	turn	out	to	

be	a	slow	and	inefficient	approach.	Most	

existing	partnership	portfolios	have	

been	developed	in	an	ad	hoc	manner,	

rather	than	on	the	basis	of	solid	strategic	

reasoning.	So	as	well	as	the	task	of	

improving	the	strategy	underlying	new	

partnerships,	another	challenge	is	how	to	

make	existing	partnerships	more	effective.	

Successful	partnership	portfolio	

management	requires	that	firms:2

•	 	link	up	with	the	most	important	

stakeholders	in	a	particular	field	or	

concerned	with	a	specific	issue;

•	 	think	about	the	entry	and	exit	

conditions	at	the	start	of	a	partnership;

•	 	align	the	goals	of	the	overall	

partnership	with	the	interests	

of	internal	stakeholders	in	the	

collaborating	organizations;

•	 	designate	top	management	to	oversee	

the	portfolio;

•	 	monitor	the	‘density’,	‘diversity’	and	

‘dependencies’	involved	in	a	particular	

portfolio;

•	 	do	not	engage	in	a	partnership	unless	

the	company	can	dedicate	sufficient	

time	and	money	to	it;	

•	 	link	the	most	important	partnerships	

to	the	company’s	core	competencies;

•	 	remember	that	partnerships	are	about	

building	trust,	and	not	necessarily	

about	trust	itself	(as	a	starting	

condition);	and

•	 	distinguish	from	the	onset	between	

the	standpoints,	interests	and	values	

of	each	partner	and	be	explicit	about	

where	these	do	and	do	not	match.	

Sources:	Partnerships	Resource	Centre	(2011,	2012)	

and	Berenschot	research.
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based	on	the	idea	that	public–private	partnerships	could	offer	novel	and	perhaps	
more	effective	ways	to	deal	with	issues	of	sustainable	development.	The	Dutch	
government	earned	international	recognition	with	its	3D	approach,	which	brought	
together	diplomacy,	defence	and	development.	In	2010,	the	Dutch	Scientific	
Council	for	Government	Policy	(WRR)	published	a	landmark	study	that	was	highly	
critical	of	the	development	sector,	and	has	prompted	the	government	to	move	
towards	a	new	diplomatic	paradigm.3	

In	parallel,	the	government	formulated	a	new	policy	focusing	on	‘top	sectors’	
in	which	the	country’s	international	competitive	position	and	part	of	the	
development	effort	have	been	aligned.	Many	of	these	efforts	have	been	framed	
under	the	heading	of	‘economic	diplomacy’4,	which	in	practice	often	implies	that	
economic	(home-country-based)	goals	should	take	precedence	over	development	
(host-country-based)	goals.	The	ensuing	reorganization	resulted	in	the	slimming	
down	of	the	entire	diplomatic	network	as	a	way	not	only	to	reduce	costs,	but	
also	to	increase	the	effectiveness	of	development	aid	through	a	more	focused	
approach.	Economic	and	development	goals	are	increasingly	integrated	within	
Dutch	policies	under	the	heading	‘from	aid	to	trade’.	In	implementing	these	
policies,	the	government	has	started	to	encourage	collaboration	between	public	
and	private	stakeholders,	and	has	developed	instruments	such	as	the	Schokland	
accords	(2007)	and	two	major	public–private	partnership	facilities	(2012).	

It	is	relevant	to	ask	whether	the	policies	that	are	now	being	developed	in	the	
Netherlands	will	be	sufficient	to	assist	firms	to	manage	the	risks	and	responsibilities	
and	to	build	a	long-term	position	in	African	markets.	Although	the	contours	
of	diplomacy	2.0	are	still	being	shaped,	we	expect	that	yet	another	vision	may	
eventually	be	needed	−	sustainable	diplomacy	(or	diplomacy	3.0;	see	figure	6).	

Figure	6.	Generations	of	diplomacy.

Diplomay 1.0 Traditional	diplomacy

Diplomacy 2.0 Economic	diplomacy

Diplomacy 3.0 Sustainable diplomacy?
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Diplomacy	3.0,	like	business	3.0,	relies	strongly	on	a	proactive	attitude	of	
the	parties	involved.	Implementing	‘sustainable	diplomacy’	implies	that	the	
government	would	act	to	minimize	the	challenges	that	pose	strategic	and	
sustainability	risks	to	firms,	such	as	corruption	perception,	secure	supply	and		
sales	channels,	and	retaining	talent.	It	also	implies	that	the	government	would	
be	willing	to	share	economic	risks	and	to	make	available	resources	in	line	with	
companies’	individual	needs	(ranging	from	financial	engineering,	tied	aid,	
negotiation	capacity	and	local	market	intelligence).	Diplomacy	3.0	assumes,	
for	example,	that	the	Dutch	government	would	take	a	lead	in	creating	new	
opportunities	for	firms	and	in	bringing	together	knowledge	and	expertise	
from	different	sectors	in	order	to	deal	with	‘difficult	to	seize’	opportunities	in	
complex	markets	–	particularly	those	with	a	high	development	distance	from	the	
Netherlands,	which	are	nevertheless	interesting	growth	markets.	It	also	implies	that	
the	diplomatic	network	would	be	used	to	facilitate	partnerships.	At	the	end		
of	2012,	the	Rutte	II	cabinet	took	a	step	in	this	direction	when	it	appointed	a	
Minister	for	Foreign	Trade	and	Development	Cooperation.

The challenge for NGOs

There	is	a	final	alignment	challenge	that	has	so	far	been	underrated,	particularly	
in	relation	to	the	emphasis	on	economic	diplomacy.	NGOs	or	Civil	Society	
Organizations	(CSOs)	in	the	Netherlands	–	including	co-financing	organizations	
such	as	the	Interchurch	Organisation	for	Development	Cooperation	(ICCO),	
the	Catholic	Organisation	for	Relief	and	Development	Aid	(Cordaid)	or	Oxfam-
Novib,	but	also	trade	unions	and	environmental	and	human	rights	organizations	
like	Greenpeace,	the	World	Wildlife	Fund	(WWF)	and	Amnesty	International	–	
represent	a	group	of	Dutch	stakeholders	with	a	long	history	in	Africa.	Their	original	
motivations	for	being	active	in	Africa	match	particularly	well	with	the	Africa	1.0	or	
Africa	2.0	perspectives.	One	interesting	effect	of	this	has	been	that	many	of	these	
organizations	have	a	presence	and/or	networks	in	African	countries	where	Dutch	
firms	or	the	Dutch	government	have	chosen	not	to	enter	or	from	which	they	have	
decided	to	withdraw.	

It	is	increasingly	acknowledged	that	Civil	Society	Organizations	could	add	
complementary	capabilities	to	firms	and	governments	especially	in	countries	
where	the	sustainability	risks	are	substantial.	Given	the	numerous	development	
challenges	that	remain	on	the	continent,	it	is	unlikely	that	Dutch	Civil	Society	
Organizations	will	lose	their	licence	to	operate	any	time	soon,	provided	they	remain	
innovative	and	adjust	their	strategies	to	the	new	African	realities.	The	interests	of	
their	target	group,	poor	and	deprived	people,	are	increasingly	interwoven	with	the	
interests	of	firms.	
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Since	the	start	of	the	21st	century,	NGOs	in	particular	have	started	to	try	to	enhance	
the	efficiency	of	their	operations.	Many	of	them	have	formed	coalitions	with	
other	organizations	in	the	sector,	encouraged	by	shrinking	budgets	and	stricter	
conditions	for	receiving	government	funding.	The	slowly	eroding	legitimacy	of	
NGOs/CSOs,	together	with	declining	willingness	of	the	Dutch	government	to	
channel	significant	funds	through	individual	organizations,	has	further	reinforced	
the	trend	towards	intra-sector	partnering	(see	figure	7).5

Today,	a	key	challenge	for	NGOs/CSOs	is	related	to	finding	partnerships	with	the	
private	sector	as	a	way	of	enhancing	their	effectiveness.	The	need	for	Dutch	firms	to	
adopt	more	inclusive	strategies	thereby	creates	a	‘business	opportunity’	for	NGOs.	Their	
expertise	and	experience	in	dealing	with	sustainability	issues,	in	combination	with	
their	local	presence,	could	be	of	great	value	to	firms	who	are	proactively	dealing	with	
sustainability	risks.	This	added	value	that	NGOs	could	potentially	provide	is	reflected	in	
the	increasing	number	of	firms	that	have	embraced	the	partnership	approach.	

The	realms	of	diplomacy	and	civil	society	organizations,	both	of	which	have	strong	
roots	in	sub-Saharan	Africa,	can	thus	play	a	significant	role	in	improving	the	position	
of	Dutch	firms	and	support	them	in	moving	towards	more	inclusive	business	
strategies.	But	synergies	will	occur	only	as	long	as	parties	align	their	interests	at	an	
early	stage	in	the	strategy	formulation	process.	The	collaboration	with	other	partners	
is	too	often	approached	in	an	opportunistic	and	instrumental	way	in	the	realization	
of	self-defined	objectives.	Cross-sector	collaboration	at	an	early	stage	could	enable	
the	Netherlands	to	compete	with	new	economic	powers	that	are	intensifying	their	
presence	in	sub-Sahara	Africa.	Parties	that	have	so	far	paid	little	attention	to	the	
African	continent,	in	particular	the	Dutch	financial	sector,	play	an	important	role	as	
well.	Banks	are	being	urged	to	increase	their	market	knowledge	and	to	broaden	their	
presence	and	services	in	the	region.	A	new	area	of	combined	and	aligned	diplomacy	
is	emerging:	that	of	issue	portfolio	management	(see	box	3).

Figure	7.	Generations	of	NGOs

NGOs 1.0 Go-it-alone:	good	intentions	and	solidarity

NGOs 2.0 Intra-sector	partnering:	efficiency

NGOs 3.0 Cross-sector partnering: effectiveness
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When	they	engage	in	Africa,	firms,	

governments	and	NGOs	alike	are	

confronted	with	the	same	issues.

Governments	face	the	large	array	of	issues,	

which	they	are	expected	to	simultaneously	

address	as	a	result	of	their	mandate	to	

provide	public	goods.	Firms	are	faced	with	

a	multitude	of	issues	as	well,	many	of	which	

they	have	not	chosen	to	be	confronted	

with.	CSOs	often	have	chosen	to	focus	on	

one	issue,	but	also	for	them	issues	like	food	

security	are	multi-faceted	and	complex.	For	

each	party,	issue	constellations	exist	that	

require	prioritization	and	strategic	dialogue.	

Each	party	is	confronted	with	the	question	

of	what	their	‘issue	portfolio’	looks	like,	

either	as	a	matter	of	choice	or	fact.		For	each	

party,	there	are	constellations	of	issues	that	

require	prioritization	and	strategic	dialogue.	

Each	party	is	confronted	with	the	question	

of	what	their	‘issue	portfolio’	looks	like,	

either	as	a	matter	of	choice	or	fact.	

Many	of	the	partnerships	that	are	being	

struck	as	part	of	the	3.0	effort	centre	on	

particular	issues.	The	start-up	phase	of	

a	strategic	dialogue	at	the	national	level	

focuses	on	identifying	the	most	important	

issues	that	play	a	role	in	a	particular	context.	

A	quick	scan	of	these	issues	over	a	given	

period	of	time	can	help	to	identify	the	most	

important	ones.	At	entry	in	a	particular	

country,	firms	are	advised	to	make	such	

quick	scans	of	the	local	media,	which	

are	relatively	easy	to	make	using	search	

machines	such	as	Google	Scholar	and	

LexisNexis.

In	the	case	of	Nigeria,	for	example,	a	quick	

scan	of	the	media	(English-language	journals)	

over	the	period	1980–2012	shows,	first,	that	

the	level	of	coverage	of	certain	issues	like	

HIV/Aids	began	to	increase	in	2000,	but	

stabilized	or	fell	after	2008	(see	figure	8).	

Second,	the	overview	shows	that,	contrary	

to	expectations,	‘corruption’	and	‘oil’	received	

considerably	less	attention	than	other	issues	

such	as	poverty,	hunger	and	pollution	–	

certainly	after	2000	when	the	coverage	of	

most	other	issues	stabilized.	Such	a	quick	

scan	presents	a	portfolio	of	issues	that	firms,	

NGOs	and	diplomatic	representatives	have	

to	take	into	account	when	doing	business	in	

Nigeria.	Monitoring	these	issues	over	time	

can	facilitate	the	process	of	prioritization	and	

agenda	setting	for	more	proactive	approaches	

to	managing	risks	and	responsibilities.	

One	of	the	challenges	related	to	maintaining	

an	effective	(and	proactive)	issue	portfolio	is	

to	regularly	add	new	keywords	to	the	search	

in	order	to	identify	emerging	issues.	Another	

challenge	relates	to	its	actual	management.	

Whether	an	issue	becomes	relevant	for	a	firm	

depends	on	its	urgency	and	an	assessment	

of	the	extent	to	which	the	issue	can	be	

addressed	by	powerful	stakeholders.	With	

many	issues,	firms	adopt	a	reactive	stance	

exactly	because	they	lack	intelligence	that	

would	help	them	in	managing	the	issue.	

Proactive	management	of	issues	requires	

regular	meetings	with	important	stakeholders	

and	rapid	responses	once	important	issues	

(related	to	the	company’s	core	activities	that	

constitute	the	most	important	building	blocks	

of	its	‘licence	to	operate’)	develop.

Box 3. Novel approach 3: issue portfolio management
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Figure	8.	Nigeria’s	issue	portfolio,	1980–2012.	

Sources: For	more	information,	see	www.partnershipsresourcecentre.org	and	Van	Tilburg	et	al.	(2012)	

Duurzaam ondernemen waarmaken.
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 the Dutch approach

This	book	has	brought	together	the	strengths,	weaknesses,	opportunities	and	threats	
related	to	Dutch	entrepreneurship	in	sub-Saharan	Africa.	It	has	argued	that	Dutch	
strengths	in	combination	with	African	opportunities	can	offer	a	strong	business	case,	
provided	that	weaknesses	can	be	overcome	and	threats	are	well	managed.	We	have	
presented	a	vision	and	given	directions	as	to	how	this	can	be	done.	

The	challenges	are	comparable,	but	nevertheless	distinct,	for	different	stakeholders	
–	small	and	large	companies,	industrial	and	financial	firms,	NGOs/CSOs	and	
governments.	As	a	final	input	to	the	strategy	formulation	of	these	groups,	and	
an	implementation	of	the	lessons	learned	presented	throughout	this	book,	table	
1	provides	a	basic	roadmap	that	offers	advice	on	how	each	group	of	actors	can	
align	around	a	‘doing	business	in	Africa	3.0’	strategy.	The	actual	implementation	
of	this	strategy,	however,	will	often	require	concerted	and	strategic	efforts	by	all	
the	parties	involved.	While	this	may	seem	like	a	typical	Dutch	approach,	it	is	also	
adequately	summed	up	in	an	African	proverb:

If you want to go fast, go alone;  
if you want to go far, go together.
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Strengths,	Weaknesses,	Opportunities	and	Threats	for	the	Dutch	private	sector	in	Africa	in	a	glance

Strengths
•		Entrepreneurial	spirit
•		Trade	mentality
•		‘Dutch	style’:	high	ethical,	legal	and	quality	standards,	
responsible	business	practices

•		The	willingness	of	the	Dutch	to	cooperate	(known	as	
the	‘polder	model’)	matches	well	with	the	3.0	approach

•		Many	sectoral	linkages.	Dutch	firms	have	solutions	
that	are	in	great	demand	in	Africa

•		Long	history	of	involvement	in	Africa,	but	no	colonial	
legacy

•		Internationally	renowned	for	e.g.	international	courts,	
and	knowledge	institutes	such	as	the	International	
Institute	of	Social	Studies,	the	African	Studies	Centre	
and	Wageningen	University

•		Representation	across	the	African	continent
•		NGOs	have	long	been	active	in	Africa
•		Many	expats	with	experience	in	Africa
•		Short	distances	in	various	dimensions	compared	with	

Western	European	and	North	American	competitors
•		Expertise	in	the	field	of	capacity	building

Opportunities
•		Positive	macro-economic/political	outlook	for	many	African	

countries
•		GDP	figures	in	many	countries	are	underrated
•		Explosive	growth	in	the	number	of	students	in	secondary	

education.	Quality	of	formation	still	weak,	but	encouraging	
knowledge	economy	and	industrialization

•		Further	regional	integration	make	Africa(n	blocs)	more	
interesting	to	international	investors

•		The	growing	urban	middle	class	is	creating	demand	in	all	
sectors

•		Urbanization	means	that	consumers	are	easier	to	reach	and	
creates	all	kinds	of	needs

•		Self-consciousness	of	African	consumers
•		Investments	in	extractive	industries	are	generating	demand	

for	services	−	infrastructure,	energy,	engineering,	transport	
and	logistics

•		Demand	for	high-quality	products	and	services	is	growing
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Weaknesses
•		Negative	perceptions	of	Africa
•		‘Wait	and	see’	attitude
•		Calimero	behaviour
•		Limited	willingness	to	invest	and	ability	to	bridge	the	

financial	gap
•		Expensive	business	processes	and	advanced	products,	

making	it	difficult	for	firms	to	cut	costs	to	African	levels
•		Focus	on	offering	products	and	services	rather	than	

integrated	solutions
•		Diplomatic	role	historically	geared	to	the	

development	agenda.	Long-term	vision	on	the	
position	of	the	Dutch	private	sector	in	the	region	yet	
to	be	developed

•		Budget	cuts	are	affecting	the	diplomatic	support	
structure,	as	embassies	and	consulates	are	being	
closed

Threats
•		Deteriorating	terms	of	trade	between	Africa	and	the	BRIC	

countries
•		Newcomers	are	using	different	business	models,	and	have	

determination,	long-term	vision,	large	investment	budgets,	
a	pragmatic	attitude	and	are	able	to	offer	‘package	deals’	
combined	with	cheap	labour

•		The	dominance	of	South	Africa.	Competitors	operating	
from	South	Africa	have	an	advantage	in	bridging	distances	
compared	to	firms	with	no	representation	in	Africa

•		Asian	competitors	establishing	industrial	parks
•		For	firms	seeking	support	from	the	Dutch	government,	the	

large	demands	on	them	in	terms	of	social	and	environmental	
issues,	are	difficult	to	formulate	as	a	short-term	business	case
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Road ahead Justification
Implications

Small and medium-sized companies Multinational corporations Government NGO/CSOs Financial sector

1. Ambition:

Be strategic

•  Different orientation needed to build a long-term 

competitive advantage

•  Firms need to focus on exploring opportunities rather 

than just exploiting competences 

•  Cross-sector collaboration, alignment of private and 

public sector goals

•  The Dutch private sector has proven to be strong in 

offering inclusive and sustainable business solutions. They 

should make better use of this competitive advantage to 

compete effectively with BRIC firms 

•  Develop a sourcing strategy

•  Partner with large multinational companies as part of 

their supply chains, e.g. to obtain capital

•  Develop a long-term vision

•  Make use of sectoral associations

•  Develop an ‘Africa strategy’ that 

is aligned with or included in 

the corporate strategy

•  Ensure internal and external 

commitment to desired 

positioning in specific markets

•  Develop a ‘responsible’ risk-

taking strategy

•  Design ‘inclusive business’ 

models

•  Develop a long-term 

perspective on the Dutch 

position in Africa

•  Ensure high-level commitment 

and responsibility to adopt a 

long-term perspective 

•  Make resources available at 

central and local level (e.g. 

NBSOs, in strategic locations)

•  Invest in own capacity and 

knowledge development 

•  Define financially feasible 

business models for public−

private partnerships

•  Be able to specify your added 

value to companies

•  Focus on shared interests, rather 

than values or standpoints

•  Accept that firms have a profit 

goal

•  Be pragmatic and idealistic 

rather than only idealistic

•  Develop a closer alignment 

between the world of 

development (ODA) financing 

and commercial export & 

investment finance

•  Improve access for Dutch firms 

to multilateral development 

banks

•  Help to develop new inclusive 

business models

2. Attitude:

Be proactive

•  Firms should focus on developing new markets rather 

than waiting for them to be developed

•  Firms should assess markets on the basis of current 

indicators and future developments in and around the 

value chain

•  Firms need to pay more attention to active management 

of strategic and sustainability risks 

•  Developing market perspectives requires the active 

involvement of different stakeholders (co-creation and 

open innovation)

•  A ‘cooperative mindset’ is important in the African context

•  Define responsibilities and measures for addressing them

•  Involve external stakeholders in the planning process

•  Include indicators related to 

responsibilities and market 

development as well as sales 

targets in performance models

•  Introduce working procedures 

relevant to the African context

•  Be willing to invest in market-

oriented approaches 

•  Involve external stakeholders 

in strategy process (partnership 

portfolio)

•  Offer support in addressing 

operational, strategic and 

sustainability risks locally

•  Offer instruments to the private 

sector allowing for higher risks 

(e.g. investment facilities)

•  Focus on supporting business 

sectors, but do not refuse to 

support individual companies in 

closing deals 

•  Combine export and 

development financing 

•  Consider what information can 

help a firm to make its business 

case 

•  Engage in networks that are 

interesting for firms

•  Do not use alliances as a 

substitute for developing your 

own identity

•  Work on aligning goals

•  Financial engineering: allow 

clients to choose most optimal 

mix of financial instruments

•  Keep an open mind about 

business potential in Africa

3. Approach:

Go ‘glocal’

•  ‘Glocalization’ involves:

•  combining global competences with local responsiveness 

•  building up local knowledge

•  central and decentralized organizational structures

•  vertically and horizontally integrated supply chains

•  shared ownership/equal partnerships

•  creating a ‘licence to operate’

•  mastering the various ‘distance’ dimensions

•  Be careful when selecting local partners, and make use of 

the experiences or recommendations of others

•  Ensure staff can communicate in English, French or 

Portuguese depending on chosen country/ies

•  Be modest

•  Scrutinize the legal and financial implications of different 

entry modes

•  Adopt an open attitude to 

sharing information

•  Be willing to operate on an 

equal basis with other supply 

chain actors

•  Be willing to organize certain 

business processes locally

•  Actively search for local 

partnerships/share ownership

•  Align support offered at 

ministerial and local level 

•  Combine private sector 

knowledge with African 

knowledge among staff

•  Adopt a pragmatic, open attitude 

in offering on-the-spot solutions

•  Share responsibilities with local 

authorities (prevent ‘crowding 

out’ strategies)

•  Build up well-trained staff with 

an entrepreneurial spirit and 

local expertise

•  Align partnerships with local 

NGOs

•  Encourage local banks/

subsidiaries to set up ‘Dutch 

desks’ with knowledge of 

financial instruments

Table	1.	Doing	Business	in	Africa	3.0	–	a	roadmap.
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Road ahead Justification
Implications

Small and medium-sized companies Multinational corporations Government NGO/CSOs Financial sector

1. Ambition:

Be strategic

•  Different orientation needed to build a long-term 

competitive advantage

•  Firms need to focus on exploring opportunities rather 

than just exploiting competences 

•  Cross-sector collaboration, alignment of private and 

public sector goals

•  The Dutch private sector has proven to be strong in 

offering inclusive and sustainable business solutions. They 

should make better use of this competitive advantage to 

compete effectively with BRIC firms 

•  Develop a sourcing strategy

•  Partner with large multinational companies as part of 

their supply chains, e.g. to obtain capital

•  Develop a long-term vision

•  Make use of sectoral associations

•  Develop an ‘Africa strategy’ that 

is aligned with or included in 

the corporate strategy

•  Ensure internal and external 

commitment to desired 

positioning in specific markets

•  Develop a ‘responsible’ risk-

taking strategy

•  Design ‘inclusive business’ 

models

•  Develop a long-term 

perspective on the Dutch 

position in Africa

•  Ensure high-level commitment 

and responsibility to adopt a 

long-term perspective 

•  Make resources available at 

central and local level (e.g. 

NBSOs, in strategic locations)

•  Invest in own capacity and 

knowledge development 

•  Define financially feasible 

business models for public−

private partnerships

•  Be able to specify your added 

value to companies

•  Focus on shared interests, rather 

than values or standpoints

•  Accept that firms have a profit 

goal

•  Be pragmatic and idealistic 

rather than only idealistic

•  Develop a closer alignment 

between the world of 

development (ODA) financing 

and commercial export & 

investment finance

•  Improve access for Dutch firms 

to multilateral development 

banks

•  Help to develop new inclusive 

business models

2. Attitude:

Be proactive

•  Firms should focus on developing new markets rather 

than waiting for them to be developed

•  Firms should assess markets on the basis of current 

indicators and future developments in and around the 

value chain

•  Firms need to pay more attention to active management 

of strategic and sustainability risks 

•  Developing market perspectives requires the active 

involvement of different stakeholders (co-creation and 

open innovation)

•  A ‘cooperative mindset’ is important in the African context

•  Define responsibilities and measures for addressing them

•  Involve external stakeholders in the planning process

•  Include indicators related to 

responsibilities and market 

development as well as sales 

targets in performance models

•  Introduce working procedures 

relevant to the African context

•  Be willing to invest in market-

oriented approaches 

•  Involve external stakeholders 

in strategy process (partnership 

portfolio)

•  Offer support in addressing 

operational, strategic and 

sustainability risks locally

•  Offer instruments to the private 

sector allowing for higher risks 

(e.g. investment facilities)

•  Focus on supporting business 

sectors, but do not refuse to 

support individual companies in 

closing deals 

•  Combine export and 

development financing 

•  Consider what information can 

help a firm to make its business 

case 

•  Engage in networks that are 

interesting for firms

•  Do not use alliances as a 

substitute for developing your 

own identity

•  Work on aligning goals

•  Financial engineering: allow 

clients to choose most optimal 

mix of financial instruments

•  Keep an open mind about 

business potential in Africa

3. Approach:

Go ‘glocal’

•  ‘Glocalization’ involves:

•  combining global competences with local responsiveness 

•  building up local knowledge

•  central and decentralized organizational structures

•  vertically and horizontally integrated supply chains

•  shared ownership/equal partnerships

•  creating a ‘licence to operate’

•  mastering the various ‘distance’ dimensions

•  Be careful when selecting local partners, and make use of 

the experiences or recommendations of others

•  Ensure staff can communicate in English, French or 

Portuguese depending on chosen country/ies

•  Be modest

•  Scrutinize the legal and financial implications of different 

entry modes

•  Adopt an open attitude to 

sharing information

•  Be willing to operate on an 

equal basis with other supply 

chain actors

•  Be willing to organize certain 

business processes locally

•  Actively search for local 

partnerships/share ownership

•  Align support offered at 

ministerial and local level 

•  Combine private sector 

knowledge with African 

knowledge among staff

•  Adopt a pragmatic, open attitude 

in offering on-the-spot solutions

•  Share responsibilities with local 

authorities (prevent ‘crowding 

out’ strategies)

•  Build up well-trained staff with 

an entrepreneurial spirit and 

local expertise

•  Align partnerships with local 

NGOs

•  Encourage local banks/

subsidiaries to set up ‘Dutch 

desks’ with knowledge of 

financial instruments
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