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ACCESSING AFRICA’S ABUNDANT POTENTIAL:
NAVIGATING THE KEY CHALLENGES
Once seen as the ‘risky’ continent, despite being
considered a viable investment destination for
natural resources, Africa’s respectable growth rate
and improvements within business environments
have made the continent an attractive destination
for foreign direct investment for a plethora of
industries.1 Among them, the continent boasts a
bourgeoning fast-moving consumer goods sector
that has attracted attention from major international
brands, while also becoming a key import hub for
other major industries, including fashion, technology,
and media.2 In gaining strong footholds, multinational
companies have additionally increased the number
of partnerships with local players to assist them in
securing in-depth market knowledge and leverage
that proves complimentary in expanding operations.
Despite progress being made, current and
future investors must take into account the
various challenges that a significant amount of
companies still face when trying to enter the African
marketplace. Many have come to understand
that a ‘one-size fits all’ blanket approach is not a
viable way to enter Africa. This has been highlighted
by the recent withdrawal of major international

brands like Dunkin Donuts and Baskin Robbins due
to poor performance, while others like Starbucks
are struggling to gain a foothold despite sizeable
investment. These cases emphasise that one
needs to acknowledge that Africa is not just a
single continent but rather a collection of diverse
countries. Each African country presents its own
business challenges, rooted in unique cultural,
geographical, and sociological thought processes
and differences that need to guide and inform all
business engagements.
Recently, Adams & Adams, through our Adams.Africa
Advisory unit, conducted an online survey with our
clients to delve deeper into the various challenges
that they experience as many are currently looking
or planning to expand their business operations
across the continent. The research indicated that
a number of these clients experienced similar
obstacles when investing in Africa. Additionally,
seven key challenges were identified, with the most
prominent being the ease of doing business and
the rigid regulatory environments that are prone to
corruption.

Key challenges experienced by clients operating in Africa
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CHALLENGE 1:
EASE OF DOING BUSINESS
Trying to integrate into a new market area can be a
daunting task. Being unaware of procedural aspects
and the hierarchy of a particular system can hinder
and prolong your business commencement period.
Challenges include delays in securing construction
permits, lengthy periods of registration, and credit
to tax payment mechanisms, which further obstruct
progress in setting up operations in various markets.

West Africa, Nigeria has started with business reforms
in the power sector and easing trade across borders
in two of their key economic hubs, namely, Kano
and Lagos.5
Understanding the working environment on the
ground can assist in alleviating and managing
expectations related to doing business in Africa.
This can be done through an assessment of the
key areas corporations who are looking to invest
in Africa find most challenging. Overall risk can be
reduced by establishing an understanding of the
various integral components required when doing
business in Africa, be it property registration or credit
accessibility. Through this knowledge base and
established networks across Africa, Adams & Adams
can assist in facilitating and providing clients with
the required market knowledge to incorporate into
their strategic planning when entering or expanding
into various African jurisdictions. This knowledge
base spans potential business considerations,
current and potential competitors market analysis,
ongoing consumer trends, possible future economic
projections, industry- and sector-specific trends in
key areas of business, as well as important policy and
legislation that can ease doing business in Africa.

South Africa is ranked 82nd among 190 economies
in the ease of doing business, according to the
latest World Bank annual rankings.3 In contrast, other
African countries, such as Botswana and Rwanda,
have begun to make improvements, prompting the
ease of business in their respective regions, ranking
81st and 41st, respectively. Rwanda’s improvements
are attributed to a decrease in the difficulty
associated with starting a business, such as reducing
time and cost through the digitalisation of their tax
system.4 In East Africa, Kenya has created greater
credit access by strengthening laws surrounding
tax, allowing payments by consolidating and
streamlining the acquisition of necessary operating
permits, improved utilisation of the country’s tax
registration and collection platform, and business
property registration in streamlining processes. In

World Bank Ease of Doing Business (2018) – Top 10 Sub-Saharan African economies6
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CHALLENGE 2:
INEFFECTIVE REGULATIONS & CORRUPTION
Understanding a legal landscape can come with
various difficulties when conducting business on
the continent. Adapting and understanding the
legalities of your intended country can also assist
in minimising potential susceptibility to corruption.
Interestingly, research has indicated that an inverse
relationship exists between a country’s Gross
Domestic Product (GDP) and levels of corruption
(GDP>corruption).7 This relationship is also believed
to be associated with geographical locations noted
by concentrated occurrences in parts of Asia,
Africa, and South America. To further validate this
assumption, a recent study attempted to highlight
the influence of corruption by location and product
shipment at ports in South Africa and Mozambique.8
The study found that South African products that fell
within a high tariff grouping for Mozambique were
more susceptible to being stopped and exploited
for additional remuneration on the MozambiqueSouth Africa border as opposed to other routes,
such as via the Durban port.9 In turn, this highlighted
the correlation between location and corruption,
uncovering that higher transport costs are substituted
for higher corruption costs when analysing the
entry point of choice. Noting that private firms are

likely to pay a higher fee simply for their shipments
to be processed demonstrates the possible cost
implication of corruption experienced by some
businesses.
Knowing the landscape of your potential area of
business is essential to success as this familiarity
can assist in minimising the likelihood of, and
susceptibility to, corrupt activities. Moving between
African countries is also difficult due to varying visa
regulations outside of strategic trading blocs. If you
are operating a pan-African business, there are
continuous hurdles and mounting costs associated
with obtaining visas and permits. To navigate through
the challenges, Adams & Adams have the capacity
to bring you political developments that impact or
have the potential to impact the business landscape
in various African markets. By providing policy and
regulatory updates, recent trend developments and
risk insights, Adams & Adams will enhance the ability
of your business to mitigate risk associated with trade
across borders. Lastly, we investigate the businessrelated landscape to help you fully understand
regulative procedures and moderate possible
corruption costs.

Corruption Perception Index ranks for selected African countries (2018)
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CHALLENGE 3:
DIFFICULTIES IN ESTABLISHING
LOCAL PARTNERSHIPS
Africa continues to be a viable investment hub for
multinational companies who seek to expand their
operations into the continent, primarily off the back
of Africa’s projected growth potential. However,
entering the African market can be an intimidating
task, especially when considering the diversity that
Africa possesses. The continent is a mechanism of
over 50 individual markets with the geographic
size of China, Europe, India, Japan and the US,
combined.”10 Therefore, establishing trustworthy
partnerships within Africa is vital for the survival of your
business. One of the significant challenges faced by
multinational companies is the strong local business
hold. Being a part of the market makes establishing
a business much less daunting than having a new
business that lacks local market knowledge. A key
to their success includes flexibility that enables them
to adapt to diverse markets.11 In contrast, a major
setback for multinationals is treating Africa as a
single entity. Understanding supply chain movement,
market and consumer trends, and competitive
landscape analysis are some of the critical aspects
when it comes to successfully working in Africa.
A lack of market data can be detrimental. One
example of this occurred in 2015, when Nigerian
rice consumption data reflected a total of 6.5 million
metric tonnes. However, a 1.7 million metric tonne

gap was not accounted for once actual data was
tabulated, and thus forecasted a thriving false
market to outside investors.12
A strong basis of the business landscape will prove
advantageous with regards to taking international
businesses and linking them to local partners in various
African markets. Adams & Adams can provide
opportunity assessments to guide decision-making
on new potential markets for expansion by analysing
key factors that will determine market attractiveness,
competitor landscape, market potential, and risk.
More importantly, with our extensive network across
the continent and its multitude of industries, we
offer partnership identification and facilitation. by
utilising our large network across Africa and its key
economic sectors. This, coupled with necessary
due diligence investigations, will ensure that
investors are well-informed about viable partners,
peripheral service providers, and potential clients
across Africa. Additionally, Adams & Adams can
offer customised research services that can provide
broad geographical coverage and hone in on
topical focus areas – including economic growth
projections, investment opportunities, and consumer
trends – in facilitating your business expansion and
growth.
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“Route to market for multinationals in Africa”, News24, 5 September 2017.
https://www.fin24.com/Economy/route-to-market-for-multinationals-in-africa-20170905
“Why do multinationals struggle to take on local firms in Africa?”, News24, 18 March 2016.
https://city-press.news24.com/Business/why-do-multinationals-struggle-to-take-on-local-firms-in-africa-20160318
12
“Route to market for multinationals in Africa”, News24, 5 September 2017.
https://www.fin24.com/Economy/route-to-market-for-multinationals-in-africa-20170905
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CHALLENGE 4:
INEFFECTIVE INTELLECTUAL PROPERTY POLICIES
Intellectual property (IP) protection remains a
challenge for most businesses in Africa and for
those trying to enter the African market. Despite the
problem of not being fully compliant and aligned
with global protocols that protect IP, more African
economies have become focused on reassessing
and improving their IP legal environments.13 The
African Regional Intellectual Property Organisation
(ARIPO), which covers Anglophone Africa in terms
of patents and IP, has begun to help strengthen IP
protection in Africa by hosting informative seminars
across the continent.14 Similarly, the Organisation
Africaine de la Propriété Intellectuelle (OAPI)
covers 16 Francophone African states and has also
started to offer specialised IP training. An increased

effectiveness of IP policies can be attributed to
overall positive economic and social development,
expressing the strong need for dynamic IP
frameworks. There is also intent to implement strategic
management within businesses and assisting patrons
to maximise the value of their IP assets. Although IP
protection has begun to make headway across the
continent, there is still a long way to achieving the
Intellectual Property Commission Strategic Plan 2020
vision for Africa.
Interpreting the IP laws of a particular country is vital
to the establishment of your business operations and
success within your relevant business focus areas. A
good example is Nigeria’s film industry, Nollywood,
which is ranked among the five largest movie

Corruption Perception Index ranks for selected African countries (2018)
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“Africa and intellectual property rights: Where do we stand?”, Disrupt Africa, 2017.
http://disrupt-africa.com/2017/05/africa-and-intellectual-property-rights-where-do-we-stand/
“IP Roving Seminar for Academic and Research Institutions starts at NUST”, ARIPO, 2018.
https://www.aripo.org/ip-roving-seminar-for-academic-and-research-institutions-starts-at-nust/
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industries in the world.15 At present, the industry
faces a significant IP challenge that has led to sale
of counterfeit goods across Africa – as well as in
China16 – which, in turn, affects profits and revenue
generation. In a more recent development, an
inventor within the technology sector challenged the
Zimbabwe Intellectual Property Office, the country’s
patents authority, on business method inventions
for an idea he was told could not be patented in
Zimbabwe.17 He won his case and successfully
paved the way for further development and
implementation of the Patents Act of Zimbabwe18,
which aims to decrease IP filing difficulties.

Minimising such IP business risk can be done by
reviewing the various facets of intellectual property
in particular countries that can reduce infringement
upon trademarks and other patent-related issues.
Adams & Adams can provide your business with
the legal assistance needed to ensure sufficient
readiness regarding IP policies across various
jurisdictions. This will give your business surety that
the correct procedures have been followed, and
further safeguard the protection of your IP through
thorough location-specific research and assistance
with ARIPO/OAPI applications.

CHALLENGE 5:
LIMITED MARKET SIZE
According to market research, Africa’s consumer
potential is growing19 while increasing urbanisation
rates are driving consumer spend,20,21 particularly
in countries that are still in the early stages of
development and as a result, a higher demand for
a more extensive range of manufactured goods.
Scrutiny of future market potential for growth has
revealed that by 2030, 1.7 billion Africans will require
access to “food, beverages, pharmaceutical
products, healthcare services, education, and
security,” among others.22 The food and beverages
market alone will account for US$740 billion by
that point. However, a major drawback is the
lack of research within African markets that has
led to inconsistent assumptions regarding various
countries and industries. Businesses should take into
consideration the growing African middle class,
with evidence yet to show a positive correlation
between this growth and consumer spending.23 As a

result, potential and current investors should develop
appropriate strategies based on sound research
within their respective markets of current and future
operations.
Success in entering the African marketplace can be
attributed to reviewing individual markets, assessing
the most viable areas for business operations, and
involving local partners to assist in creating an
effective set-up.6 Bridging the gap between market
size and setting realistic goals can only be achieved
through thorough research and analysis of available
markets. Securing empirical data on these factors
can guide the development of effective business
models for the African context. Adams & Adams can
assist in better understanding the potential of various
markets in Africa, using on-the-ground partners, and
conducting sound research to inform location- and
sector-specific trends.

Barlie, N., “Hollywood, Bollywood, Nollywood: Film Industries around the World”, LinkedIn, 26 February 2019.
https://www.linkedin.com/pulse/hollywood-bollywood-nollywood-film-industries-around-world-barile
“Patent and Intellectual Property Issues in Africa”, LawTeacher, 2018. https://www.lawteacher.net/free-law-essays/
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CHALLENGE 6:
INADEQUATE INFRASTRUCTURE
All productive economies have strong infrastructure
networks in place, connecting cities and countries,
while forming the backbone of communication,
energy, healthcare, and transport systems, among
others. Research shows that, despite Africa’s growing
market, inadequate infrastructure continues to be
a major setback in achieving its economic growth
potential.24 Poor infrastructure in Sub-Saharan Africa
decreases national economic growth by 2% every
year and reduces overall productivity by as much
as 40%.25 Major areas of concern revolve around
transportation, communication, power, and water
infrastructure.26,27 Additionally, only 26.5% of Africans
have access to internet facilities, primarily in urban
areas. Even then, availability and the quality of
connectivity are hindered by recurrent power
outages and high data costs.
Attempting to tackle the issue, some African
governments have entered into public-private
partnerships to roll out internet services, with 4G/LTE
connectivity becoming more prevalent and moving
in a positive direction for the telecommunications
sector. However, more essentials need to be
addressed, like strengthening the continent’s

railway networks. In major economies, such as
Nigeria, roads carry over 90% of all freight and
passengers; however, less than 20% of roads are
paved, negatively impacting vehicle maintenance,
delivery times, and transportation costs.6 Access to
stable electricity is also low in comparison to global
standards, as less than half (43%) of all Africans have
access compared to the global average of 87%.28
Recognising the main infrastructure challenges
within your targeted markets should be at the core of
strategy development. Implementation and set-up of
your business operations and a sound understanding
of how to account for the possible cost implications
stemming from infrastructure setbacks are aspects to
consider before making an investment. Considering
that reliable transportation and telecommunications
services are a vital component for doing business,
by knowing how to mitigate the risks associated
with these challenges is imperative. Adams &
Adams can provide the necessary guidance on
African infrastructure development and other key
investment areas to allow for informed decisionmaking on market operation strategies.
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Pottas, A., “Addressing Africa’s Infrastructure Challenges”, Deloitte, 2013. https://www2.deloitte.com/content/dam/Deloitte/
global/Documents/Energy-and-Resources/dttl-er-africasinfrastructure-08082013.pdf
“Infrastructure challenges Africa Business Forum to provide solutions for Africa’s socio-economic”, Engineering News, 2018.
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26
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CHALLENGE 7:
LACK OF ACCESS TO CAPITAL AND FUNDING
Access to funding remains a crucial inhibitor to
development and directly impacts the growth
potential of the continent.29 International financial
institutions have made sizeable contributions in
the form of official development assistance to
African countries with the aim of “attracting and
mobilising” a larger investment pool across sectors,
both public and private.30 Research suggests that
the development of domestic and regional capital
pools can be increased by the improvement of
public and private sector partnerships. Outside of
the continent’s most developed economy (South
Africa), this is a considerable challenge; however,
substantial growth in capital markets has been
noted in Kenya, Ghana, and Nigeria.31
Comprehending the ability to access capital within
your area of business is essential to enhancing

your
business
capabilities
and
attracting
additional investment geared towards growth and
development. Examples of significant government
financiers include large-scale infrastructure projects
funded by China, which span across sectors that
help spur further interest and development in many
parts of the continent. Staying abreast of investment
developments in key sectors with economic growth
potential adds a strategic component to business
landscape analysis. This also assists in minimising risks
that could hinder the progress of business growth
and expansion. Adams & Adams can provide you
with comprehensive opportunity assessments to
guide decision-making, for instance, new potential
markets for expansion with economic flexibility, and
analyse key factors, such as market attractiveness,
competitor landscapes, market potential, and
funding avenues, among others.

International
investors in Africa

Level of investment
(USD 2017-2019)

Selected African
recipient states

China

43 billion

Angola, Ethiopia, Kenya, Congo Republic,
Djibouti, Nigeria, Zamia

France

64 billion

Côte d’Ivoire, Cameroon, Egypt, Morocco

India

13 billion

Benin, Burkina Faso, Côte d’Ivoire, Gambia,
Ghana, Liberia, Mali, Mauritania, Nigeria,
Senegal, Sierra Leone, Togo

Italy

28 billion

Egypt, Ethiopia, Ghana, Nigeria

Netherlands

63 billion

Angola, Egypt, Libya, Nigeria, South Africa

Singapore

19 billion

Ethiopia, Mozambique, Nigeria

United Kingdom

46 billion

Kenya, Nigeria, South Africa

United States

50 billion

Algeria, Egypt, Ghana, Mozambique, Rwanda,
Tanzania, Uganda, Zambia, Zimbabwe

Pottas, A., “Addressing Africa’s Infrastructure Challenges”, Deloitte, 2013. https://www2.deloitte.com/content/dam/Deloitte/
global/Documents/Energy-and-Resources/dttl-er-africasinfrastructure-08082013.pdf
Kibazo, J., “International Financial Institutions announce $400 billion to achieve Sustainable Development Goals”, African
Development Bank, 10 July 2015. https://www.afdb.org/en/news-and-events/international-financial-institutions-announce400-billion-to-achieve-sustainable-development-goals-14504
31
Kibazo, J., “International Financial Institutions announce $400 billion to achieve Sustainable Development Goals”, African
Development Bank, 10 July 2015. https://www.afdb.org/en/news-and-events/international-financial-institutions-announce400-billion-to-achieve-sustainable-development-goals-14504
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CONCLUSION
By exploring the challenges identified as the key inhibitors
to the growth of current and future operations by our
clients, Adams & Adams can better assist in navigating
these obstacles by using strategic and targeted research
through our Adams.Africa Advisory unit. In many countries
across Africa, opening a business is not always an easy
process, and there can be many unexpected challenges
along the way. Through our Adams.Africa Advisory unit,
we offer a comprehensive range of business, economic,
political, and legal research services, providing accurate
and up-to-date information, as well as a precise frame
of reference for brand expansion and protection across
Africa’s jurisdictions.

Our capabilities include:
• complimentary updates and intelligence briefings
that cover market, industry and consumer trends,
political developments, and policy and regulatory
updates;
• on-demand advisory services, which include risk
insights and risk mitigation strategies, competitor
assessments, market size potential, and economic
growth projections;
• specialised research consultations that cover
landscape and opportunity assessment, partnership
identification and due diligence investigations; and
• customised and ongoing reports tailored to your
needs as an investor, tapping into topical focus
areas, with research targeted to your requirements
by providing deep-level analysis and the regular
production of information.
As a client, you will receive the benefit of accessing our
Adams.Africa Advisory unit, which combines decades
of on-the-ground expertise and experience with specific
knowledge that covers key industries and markets
at the forefront of development. With our tenured
team of specialists, we can provide a diverse range of
essential service offerings to assist you in achieving your
company’s desired objectives.
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