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Opening the door to Africa
In much the same way China has done over the last decade or so, Africa is now 
capturing the attention — and the investment dollars — of global consumer 
goods companies and retailers. The reason for this gold-rush mentality? The 
continent’s consumer (wholesale and retail) sector is expected to account for 
$1,380 billion in revenue by 2020, even overtaking annual revenue from the 
resources sector.1 The region has weathered the global economic downturn 
better than most anywhere else — and Sub-Saharan Africa in particular offers a 
compelling growth story. 

The World Bank predicts that economic growth in Sub-Saharan Africa will come 
in at 5% in 2013-2015, making it among the fastest growing in the world.2 In some 
cases, projected growth is even higher: A number of Sub-Saharan countries are 
expected to achieve rates of 7% or more this year. Such economic expansion will 
power the majority of the region’s 49 countries into middle income status by 2025, 
according to the Bank. This level of sustained growth is unlikely to be matched 
anywhere in the world besides perhaps China and India.3 

At the same time, the region looks to move beyond its image of poverty and chaos 
and has made considerable — if uneven — strides in stabilizing economic and 
political structures. Infrastructure quality across the continent is still generally 
perceived as poor, but there are significant differences in quality between 
countries, as well as the degree to which governments in various sub-regions are 
cooperating to improve logistics. For example, South Africa and Mozambique, 
along with private companies, cooperated to build a critical toll road from 
Witbank, South Africa to Maputo, Mozambique. 

According to IFC, from June 2011 to June 2012, 28 of 46 governments tracked in 
Sub-Saharan Africa implemented at least one regulatory reform making it easier 
to do business.4 In addition, some countries have taken policy actions to ease 
commercial lending constraints, although private sector access to credit remains 
difficult and expensive across the continent. 

1 McKinsey Global Institute 2010
2 World Bank’s Africa Pulse
3 PwC Global economy watch–March 2013
4 IFC Doing Business 2013 Fact Sheet: Sub-Saharan Africa
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Sub-Saharan Africa  
stands out as one of the 
fastest-growing regions 
in the world. 

Even with its issues Sub-Saharan Africa, stands out as one of the fastest-growing 
regions in the world, with a rapidly-expanding middle class, increasing urbaniza-
tion and a youthful population — all music to the ears of retailers and fast moving 
consumer goods companies. But market entry is far from straightforward, and 
companies are realizing that the diversity in markets means that a continent-wide 
approach is generally too broad — yet a country-by-country approach can be too 
narrow. The most effective entry strategies will differ between markets, notes 
PwC’s South Africa partner John Wilkinson, who works with retail and consumer 
goods companies in the region. “Growth by acquisition can be more effective in 
countries or regions with relatively formal markets, while it may be smart to look 
for local partners in the more complex informal markets,” he explains.

Here are four different options for getting a foothold on the continent. 

A base of operations and a favorable tax environment 
Mauritius’s domestic market is limited in size and scope, with only 1.3 million 
people. However, its favorable tax and business service environment can 
be leveraged to facilitate expansion on the continent, making the country a 
potentially attractive African entry point. Structural reforms begun in the mid-
2000s have seen Mauritius grow from a poor, sugar-dependent economy to one 
with a more diverse base of tourism, manufacturing (mostly textiles), real estate, 
and business services, including IT and process outsourcing.

The country’s investment climate includes a liberal tax regime, a relatively 
favorable regulatory environment, and a well-developed financial sector — just 
some of the reasons that the country ranked 19th of 185 companies in The World 
Bank’s Doing Business 2013 report. The lack of capital controls, a relatively 
low corporate income tax rate (15%), openness to double taxation avoidance 
agreements, and pro-business regulatory reform have encouraged many Western, 
South African, Indian, and Chinese companies to establish regional offices and 
headquarters in Mauritius, with the latter two using the country as an investment 
transit point for east and southern African markets. While foreign retailers and 
consumer goods companies may find cost and service advantages in Mauritius, 
they will need to take into account the country’s lack of skilled labor and lingering 
infrastructure deficiencies. Some taxation risks have recently arisen, as well. 
Mauritius’ new double-taxation avoidance agreement with South Africa opens 
dual resident companies to double taxation if authorities from both countries 
cannot agree on jurisdiction. 

A launch pad into East and Central Africa
East Africa’s profile is rapidly rising as new energy discoveries have garnered 
attention from companies seeking high-growth markets. As the largest economy 
in the East African Community and boasting a long shoreline on the Indian 
Ocean, Kenya presents an ideal point of entry for launching retail outlets and 
consumer goods distribution into East and Central Africa. Philip Kinisu, PwC 
Africa Chairman and Nairobi resident, notes that “Now would appear to be 
an appropriate time for businesses targeting retail and consumer products to 
be deepening their foothold in East Africa, and Kenya has provided a natural 
entry point into that market. The East African Community, though slow in its 
evolution, is certainly going in the right direction, and Kenya’s articulation 
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Assessing the retail and consumer landscape in Sub-Saharan Africa

Country

Population
(millions)
2015

Population 
growth
(percent)
2015–2020

Urban 
population
(percent of total)
2015

Urban 
population 
growth 
(percent)
2015–2020

Cities over
1 million
2015

GDP per capita
2013

Real GDP 
growth 
(percent)
2013

Kenya 46.3 2.5 25.6 4.2 2 $1,073 5.9

Mauritius 1.3 0.4 42.2 1.1 0 $9,307 3.7

Mozambique 26.2 2.2 32.2 3.2 0 $688 8.4

Namibia 2.5 1.5 41.1 3.2 0 $5,920 4.2

Nigeria 179.8 2.5 18.9 3.6 10 $1,676 7.2

South Africa 51.4 0.4 63.8 1.1 7 $7,257 2.8

Zambia 15.2 3.2 37.0 3.4 2 $1,618 7.8

Zimbabwe 14.0 2.1 40.9 3.5 2 $837 5.0

Sources: UN World Population Prospects, UN World Urbanization Prospects, IMF World Economic Outlook

of and commitment to Vision 2030 (the rallying point of the country’s 
development) is highly encouraging. Once thought to be ambitious and 
unachievable, Vision 2030 is anchoring some transformational projects in the 
country’s infrastructure (roads, energy) development; all good for improving 
business conditions.”

The country’s business climate, regulatory environment, burgeoning middle class 
with a desire for branded consumer goods, and relatively developed infrastructure 
in capital Nairobi and key port Mombasa make the country more conducive to 
investment than neighboring Tanzania and Uganda. A concerted effort by the 
Central Bank to improve inflation management — new inflation targets have been 
met and rates have stabilized at just under 5% for most of 2013 — and increased 
financial sector confidence have helped to reduce commercial lending rates and 
have begun to unlock crucial capital for the private sector. In addition, with 
higher literacy and school enrollment rates, Kenya’s workforce tends to be better 
educated than its regional peers, reducing training costs for firms that operate 
there. The biggest challenge to Kenya’s status as the regional hub is its struggle 
to overcome ethnically-based political rivalries and security concerns that have 
delayed critical reform. But positive progress has been made on this front, as 
national elections in March occurred without major incident. This easing of 
tensions is also likely to help unlock reform initiatives, including a simplified VAT 
process, over the next 12 months. 

Kenya’s large size is also an advantage, as it has a growing local market with a 
wealthier consumer base from which to launch into other regional markets. Its 
middle class (defined as those spending between $275 and $2300 a month) is 
estimated to have grown to 24% in 2012, up from just 19% in 2007. The dynamism 
in the consumer market has also sparked strong growth of local producers, 
increasing competition. Local supermarket chain Nakumatt’s “blue label” packaged 
food line and Interconsumer Products’ popular feminine hygiene and diaper lines, 
for example, are rapidly gaining market share. Once they develop traction in 
Kenya, firms have ample opportunity for expansion to the rest of the East African 
Community, which includes Uganda, Tanzania, Rwanda, and Burundi. In addition, 
fragile post-conflict countries where consumer demand is rapidly rising and 
consumer goods are in short supply — like South Sudan and Somalia — are easily 
accessible via Nairobi due to strong historical trade linkages. 
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Assessing business operating environments in Sub-Saharan Africa

Country

Corruption 
perceptions 
index
(100=least 
corrupt) 2012

Days to
pay taxes
(per year) 2012

Average 
import/export 
cost
(per container) 
2012

Days to get 
electricity
2012

Infrastructure 
quality
(7=highest) 2011

Domestic 
credit to the 
private sector
(percent GDP) 
2011

Adult
literacy rate 
2010

Kenya 27 340 $2,303 146 3.9 38.1% 87.4%

Mauritius 57 161 $678 84 4.6 91.4% 88.5%

Mozambique 31 230 $1,323 117 3.1 24.0% 56.1%

Namibia 48 350 $1,853 38 5.3 48.9% 88.8%

Nigeria 27 956 $1,460 260 3.0 21.1% 61.3%

South Africa 43 200 $1,780 226 4.5 142.2% 86.4%

Zambia 37 132 $3,163 117 3.7 12.3% 71.2%

Zimbabwe 20 242 $4,240 106 3.2 – 92.2%

Sub-Saharan 
Africa Average

33 319 $2,279 133 3.5 24.3% 69.1%

A set of countries with common markets 
 A third strategy recognizes the fact that many consumers are concentrated along 
blurred boundaries where communities traditionally cross national borders. A good 
example is the industrial border zones in the wider southern Africa region. These 
zones can provide simultaneous access to emerging consumers in multiple domestic 
markets or act as critical transport hubs for goods traveling from South Africa to 
less-developed markets like Mozambique, Zimbabwe, and Zambia. Consider the 
town of Oshikango in northern Namibia, located on the border with Angola. A 
number of South African and Namibian manufacturers and retailers (including Pick 
n’ Pay, Spar, and Fatima Plastics) have set up shop in Oshikango in order to access 
the growing consumer base in Angola from Namibia’s less onerous regulatory 
environment. The 1998 establishment of an Export Processing Zone (EPZ) also 
expanded the Oshikango’s stock of storage and processing infrastructure. 

Other border zone entry points in southern Africa include the Maputo 
Development Corridor connecting South Africa and Mozambique and the 
Chirundu One-Stop Border Post between Zambia and Zimbabwe. These zones 
have been established to streamline fiscal and regulatory requirements and 
encourage businesses to set up shop near border areas and critical trade routes, 
improving access to both suppliers and customers. This is relatively unique in 
the African context, where intra-regional trade is often discouraged by import 
quotas, anti-dumping regulation, countervailing duties, border tax adjustments, 
and cumbersome technical standards. Retailers and consumer goods companies 
currently benefit from lower transport costs for South African goods in these 
areas, and increased development could open up opportunities for a larger retail 
presence in the future. 
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A large and dynamic domestic market
Most African markets, like Mauritius, are too small to be considered in isolation. 
The exception is Nigeria. The country currently has a population of nearly 
180 million who live in a space about twice the size of California (which has a 
population less than a quarter its size). It’s estimated that Nigeria’s population 
will almost double in the next 25 years. This rapidly-growing population has a 
sizeable middle class — the largest in Sub-Saharan Africa — concentrated in 
the cities of Lagos, Port Harcourt, and Abuja. Although access to formal banking 
services and credit remains limited — restricting this new consumer base to a 
cash-based economy — mobile payment systems have slowly begun to improve 
financial access.

Other issues, including poor infrastructure, heavy traffic, and scarcity of land 
have held back the development of a formal market, even in major cities, leaving 
consumers to make purchases in informal and fragmented markets. Lagos, with 
a population of 12 million, has only two major malls. The informality of Nigeria’s 
markets makes product delivery and supply chains more difficult to manage, as is 
monitoring product quality in the myriad of informal market stalls. E-commerce 
offers one mitigation strategy, and locally developed sites have taken off in 
Nigeria. The international media giant Naspers recently bought a 50% stake in 
online shopping portal Konga.com which, together with its competitor Jumia, now 
process nearly 1,000 orders daily — just eight months after their launches. 

Sub-Saharan Africa offers significant opportunity for retailers and fast moving 
consumer goods companies; however the paths to entry are not clear cut. The most 
effective strategies will be tailored to markets or regions, taking into consideration 
the complexities and uniqueness of each. The opportunities are there; finding the 
right strategy is the key. 

The brewing industry: a case in point
The brewing industry has used Kenya as a launching point into other nearby markets, frequently using joint 
ventures as soft landing points. Over the past decade, Kenya’s income per capita has more than doubled in US 
dollar terms, to almost $1,000 in 2012 — a trend that has played out across Africa in recent years. The rising 
spending power of Africa’s middle classes has propelled the expansion of the sale of non-staple consumer goods. 
This includes its beer market, which is forecast to grow by 50% over the next ten years. As the third-largest 
domestic beer market on the continent, and as a launch pad into East and Central Africa, Kenya has provided a 
strategic opportunity for brewers seeking to enter the African market.

As consumers’ discretionary spending rises, major international players have seen revenues soar in Kenya. This 
is in part due to their efforts to tap lower-income segments with less expensive beer and malt beverage products 
from locally-grown staple grains. Major producers, for example, committed to local sourcing of key ingredients like 
maize and barley. This not only provided brewers with inexpensive inputs for beer production and allowed that 
production to take place locally using local labor, but also curried favor with local governments. For instance, in 
Kenya brewers have helped to reignite the otherwise stagnant but critical agriculture sector. In some cases, brewers 
are developing “value” brands in conjunction with local government; these brands are safe and have a quality 
guarantee, which helps to fight growth in illicit (and at times lethal) homebrews.

Although rapidly-rising alcohol consumption, particularly binge drinking and lax attitudes towards drunk driving, 
have triggered increased government regulation of the industry, growth in consumer demand means that the 
alcoholic beverages market presents opportunities for expansion, both in Kenya and within the rest of East Africa.
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