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Strategies That Go
the Distancein Africa

By AFRICA ARINO

‘ ‘ e may live on the same
continent, butaMoroc-
can, a Ghanaian, a Ke-
nyan and a Zambian are
quite different. If I take my Kenyan business
model and superimpose it on Burundi, I will
not be successful.” So declared Joshua Oig-
ara, CEO of Kenya Commercial Bank (KCB)
Group. And he should know. KCB has become
the largest indigenous banking group in East
Africa, with operations in Burundi, Rwanda,
South Sudan, Tanzania and Uganda. His was
a message I heard time and again during my
research sabbatical to sub-Saharan Africa in
2014: In Africa, copy/paste strategies don’t
work.

https://dx.doi.org/10.15581/002.ART-2671

Leveraging IESE’s close ties with Strath-
more Business School in Kenya and La-
gos Business School in Nigeria, I travelled
throughout the region, speaking face-to-face
with some of the African business leaders
helping to generate the phenomenal growth
statistics that I had been reading about from
my officein Barcelona. Thisyielded a wealth of
qualitative data on the realities of internation-
alizing business operations in Africa.

For companies wishing to expand their
operations across the continent, quantita-
tive data and statistical analyses are mean-
ingless unless they go hand-in-hand with a
deeperunderstanding and appreciation of the
non-traditional factors that make growing a
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underneath.

business there possible. This article shares
their collective insights, sheddinglight on the
do’sand don’ts of internationalizing in Africa.

Distance Matters

Thebusinessleaders Iinterviewed understood
that many of the challenges they faced boiled
down to one thing: distance. By distance, I
don’t just mean the geographic kind. As my
colleague in the Strategic Management De-
partment at IESE, Pankaj Ghemawat, has illus-
trated through his CAGE distance framework,
the success of a company’s internationaliza-
tion efforts partly depends on how wella com-
pany accounts for Cultural, Administrative,
Geographic and Economic differences or dis-
tances between countries. Let’s examine each
distance dimension in order, bearing in mind
what the African businessleaders told me.

CULTURAL DISTANCE. Africa comprises 54 offi-
cially recognized sovereign states and a popu-
lation of more than a billion people who speak
thousands of different languages, 75 of which
have more than a million speakers. For practi-
calreasons, the continentis groupedinto three

& EXECUTIVE SUMMARY

What do you need to know

to expand your operations
across the African continent?
Quantitative data and
statistical analyses are
meaningless unless they

go hand-in-hand with a
deeper understanding and
appreciation of the non-
traditional factors that make
growing a business there
possible. This article shares the
collective wisdom of African
business leaders on the do’s
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and don'ts of internationalizing
in Africa, based on first-
person interviews the author
conducted during a research
sabbatical there. Managers
agree that a hands-on
approach to get at the soft
variables yields far richer clues
to make informed strategic
decisions than relying on the
hard numbers alone. Above all,
any business strategy in Africa
must have socioeconomic
transformation at its core.

Neatand tidy regional or linguistic groupings,
ostensibly designed to make cross-border dealings
easier, can belie significant cultural differences

regions — North Africa, sub-Saharan Africa
(whichis divided into West, Central and East)
and Southern Africa - as well as Anglophone
and Francophone countries to denote the lin-
guae francae there.

Mucai Kunyiha, group managing director at
Kenya’s Cooper K-Brands, a leading provider
of livestock and farm products, acknowledged
that one of the reasons his company opted to
enter Tanzania and Uganda was because Eng-
lish was also spoken there, which made doing
business there amore natural choice.

However, neat and tidy regional or linguis-
tic groupings, ostensibly designed to make
cross-border dealings easier, can belie signifi-
cant cultural differences underneath. Joseph
Tha, managing director of Equity Bank Tanza-
nia, learned there was a lot more than meets
the eye when the Kenyan financial services
provider ventured into Tanzania. Within the
East African region, he said, Kenya is some-
times perceived as “bulldozing” over others.
So, despite the linguistic affinities between
both countries, Iha had to tread carefully. “In
Tanzania, even if you’re the boss, you can’t
command staff. When you want a subordinate
to do something, you don’t order them. You
have to request, almost beseech them to do it
foryou.”

Rabari Alai is the general manager of City
Clock, providing clock displays with advertis-
ingin prime publiclocations. One of the biggest
barriers she had to overcome when entering
other markets wasn’t just the cultural percep-
tions that other people held about Kenya, but
the local culture’s day-to-day way of working.
In Rwanda, Englishwasn’t the problem; rather,
itwas the way operations might stop for the day
ifitrained too hard, as everyone would stay at
home. This was an issue she hadn’t factored
into her initial business plan. And it is these
sorts of cultural factors that need to be mea-
sured,asyou can speak the same words but still
notbe speaking the same language.
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ADMINISTRATIVE DISTANCE. Almost every com-
panylinterviewed cited the quality of adminis-
tration as the most significant factor thateither
facilitated or blocked businessin Africa. “Regu-
lation, if not properly crafted, can undermine
thelong-term growth and survival of your busi-
ness,” said Mitchell Elegbe, founder and CEO
of Interswitch, an online transaction switching
and payment processing business. “For a pay-
mentbusiness, the regulator - not competition
—iswhat keeps me awake at night.”

There are two varieties of administrative
concerns, and both can be extremely difficult
to navigate. There are the official laws and
regulations — what it says on paper. And there
are the unofficial rules of running a business -
what happens in practice. Foreign companies
entering Africahave the added complication of
having to rationalize the legal requirements of
their home countries with the administrative
frameworks and business customs of the tar-
get market.

City Clock’s Alai found the ease of register-
inganewbusinessin Rwandaamajor determin-
ing factor in her company’s decision to expand
there, despite the cultural distances mentioned
earlier. “Rwanda is embracing investors, so it
was quite easy,” she said. “They have an orga-
nized, one-stop process. We were done with
registration within a week.”

Burundi, onthe other hand, wasa complete-
ly different story. “There’s no way you can go
and say, ‘Okay, give me the VAT laws.” The laws
are not publicized and they change overnight,”
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Alai said. “It’s also insecure. Half the time you
aren’t really sure whether you’re there legally
ornot. Itfeelslike you’re fumbling in the dark.”

The sophistication of legal, judicial and ad-
ministration processes is a key consideration
when weighing up which markets to enter, es-
pecially in the event of a dispute. If there were
arbitration, you would need to be very clear
under whose jurisdiction the adjudication pro-
cess would fall. It’s important to analyze how
one country’s codes “tie up with our laws” and
look for complementary frameworks. Cooper
K-Brands, for example, scrapped plans to enter
Ethiopia for the very simple reason that the lo-
callaws severelyrestricted the ability of foreign
companies to do business there.

Equity Bank’s Tha lamented the fact he
hadn’t appreciated the true extent of the regu-
latory differences between Kenya and Uganda.
“The Uganda Central Bank operates very differ-
ently from the Kenya Central Bank. We didn’t
anticipate how strict theywould be onloan pro-
visioning, classification and write-offs.” The
important thingis tolearn from your mistakes,
as Tha did when Equity subsequently went
to Tanzania: “Understanding the regulatory
framework was at the top of my prioritylist.”

GEOGRAPHIC DISTANCE. Geographically, doing
business in Africa can present a plethora of dif-
ficulties that have nothing to do with physical
distance. A country’s physical size is only one
partofit. As Ghemawat points outin his frame-
work, more than the geographic fact of two
countries occupying two adjacent spots on the
map, you also have to consider within-country
distances to borders, access to the ocean (for
ports), topography, difficulty or ease of travel
and transportation logistics.

We can think of the latter as “the hassle fac-
tor,” atermthat Ivey Business School’s Andreas
Schotter and Paul Beamish use to describe the
combination of travel and living inconvenienc-
es in a country. For example, you would think
that flying between two destinations within
Africashouldn’t take anylonger or be any more
difficult than hopping a transatlantic flight be-
tween two continents. Not so: sometimes there
are few connections between certain cities,
and unforeseen circumstances make the con-
nections that do exist less than reliable. The
“hassle factor” varies significantly across the
continent. South Africaranks 63, Kenya1o8and
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