
 

Before you go cross border, have you assessed the risks? 
 
With economic growth in most of the world being very limited and benign, the relatively high levels of 
growth currently being experienced in many central and sub-Saharan countries right on the door step of 
South Africa, represents a ready opportunity for local business operators to expand their businesses and 
markets. Growing young populations coupled with rapid urbanisation and increased consumer demand, 
has seen seven out of ten of the fastest growing economies in the world currently being in Africa. 
 
The lure of chasing growth in these markets is strong as competition is often limited, and there are low 
barriers of entry, often lower regulatory demands around state procurement - no B-BBEE/preferential 
procurement requirements, a desperate need for innovation and less demanding registration and 
operating requirements. A number of major SA corporate companies have established themselves in 
these markets and being part of their supply chain lowers the risk profile of doing business cross border. 
But going into these markets is not without risk - the main ones being counterparty risk, logistics and the 
risk of non-payment. As the CEO of Shoprite Checkers Whitey Basson always says when asked about 
their Africa expansion strategy, Africa is a “tough jurisdiction and not for sissies”! A number of well-known 
brands have exited Nigeria in recent years - the latest being Woolworths, but preceding them has been 
Nandos, Altron and Telkom. Whilst these have been for a number of specific reasons, you cannot base 
your decision to enter a country on simple desk top exercises or from meetings with merchant bankers 
and their clients in hotel rooms, without having taken actual footsteps and done solid groundwork. Many 
South African groups have also grossly over-paid for their investments, resulting in massive write-offs, the 
latest of these being Tiger Brands’ purchase of Dangote mills in Nigeria. The depreciating Nigerian 
currency, the Naira, the risk of further devaluation and a lack of foreign reserves have also contributed to 
a decline in foreign investment as well as major declines in the returns on investments in the country.  It 
also needs to be borne in mind that lower value and mid value exports to Sub-Saharan Africa are being 
crushed by China's new found exporting muscle to the region. So, exporting to Africa is not getting any 
easier despite the high growth rates and associated higher demand coming from a number of countries in 
the region. Many emerging market countries have also seen their currencies weaken significantly against 
the dollar in (2014/2015) and their level of foreign reserves dwindle due largely to risk aversion to these 
markets. 
 
For many small businesses the opportunity to do business in neighbouring territories often presents itself 
unexpectedly. Business operators hear of big money being made, see potential opportunities, receive 
enquiries via the internet or are presented with the opportunity to act as a sub-contractor or be part of a 
supply chain. The business owner gets excited by the potential to sometimes quickly double his turnover 
and make quick profits. Getting involved in commodities, mining, power, natural resources or minerals, 
oil/energy or gas, providing transport/logistics support or telecommunications/ IT services, doing materials 
handling, supporting infrastructural or agricultural projects or supplying mining ventures, being the most 
“enticing” and commonly pursued business opportunities. Performance risk, payment risk, currency risk, 
price volatility and language complexities are just some of the operational risks. Logistics challenges are 
immense and it takes time to get products to customers, into the market, into operational sites and onto 
shelves. Along with the acceleration in the roll-out of technology in most of these countries, cybercrime 
has also become a feature. So while you might get first mover advantage, you might experience bleeding 
edge pain. 
 
You need to have a good understanding of the nature of the target country’s economy, how business 
operates and is done there, the prevailing legislation as well as the business culture of the country in 
question.  
 



 
In many countries political connections are everything and this can see direct intervention and 
involvement right to the top in government. The larger business opportunities, those involving the use of 
land or land tenure, mineral rights, infrastructural projects and major foreign investment in a country will 
require government buy-in and involvement. Equity stakes will invariably have to be given to locally 
connected parties and often funds will need to flow in advance of rights being granted. You will need to 
ensure that the parties you are dealing with have the mandate and authority to make decisions and bind 
the government. The lack of foreign reserves can result in many deals requiring significant give and take 
with barter or reciprocal trade agreements forming a significant part of many large transactions. It is 
important that you take a long term approach to doing business cross border, as most opportunistic 
efforts are likely to end in failure. 
 
Fraud and corruption is present in all countries but differs from country to country. This is largely prevalent 
amongst government employees who often use their positions of influence to defraud unsuspecting 
parties as well as their own governments. There are also many shrewd operators in these counties, who if 
the opportunity to rip someone off presents itself, will jump at the opportunity to do so. In many cases 
intermediaries try and layer themselves into transactions as facilitators. It is therefore very important that 
you surround yourself with quality alliances, trusted networks and parties with a physical presence and 
solid track record. The use of international agencies such as SGS, to authenticate commodities, metals 
and materials where necessary, is essential for both import and export transactions. 
 
Payment is just one of the risks and you have to ensure that you are not lulled into a sense of comfort by 
initially being paid in advance, only to be stung on a subsequent COD or open account deliveries. A 
consistent robust approach to exports and payment must be adopted from the outset. For many 
countries, getting full payment in advance is going to be the only way to effectively do business. It is also 
important that you don’t get yourself caught up in illegal trade. Some countries have critically low levels of 
foreign exchange reserves e.g. Zimbabwe and Malawi, and there can be long delays before payment can 
be forthcoming, even if your customer has the ability to pay. 
 
You have to ensure that clear responsibility for insuring all the risks associated with the delivery and 
transport of the goods to the final destination and buyers have been established. Clear ownership of and 
responsibility for goods must be established and agreed at all stages. Marine insurance is typically used 
to cover risks associated with the transport and movement of goods cross border. The insurance policy 
wording, exceptions and conditions must be clearly understood. Maritime law is complex and ship owners 
or cargo carriers have specific recourse and charges over cargo conveyed until service charges have 
been paid or in the event of the liquidation of parties. You should also ensure that you are using reliable 
reputable transport, courier, shipping, freight agents and associated operators. There are endless scams 
with drivers, from diesel theft to loads disappearing or purportedly being hi-jacked. Drivers need to be 
rotated and routes actively monitored and altered. The required import and export permits must be held. 
Hands on control over goods must be maintained at all times even where bonded warehouses and 
private storage premises are used. You need to insist on original documentation and the authenticity of all 
documents must be established. Examples are freight documentation, customs clearances, bills of lading, 
airway bills, weigh bills, tax invoices, permits, insurance certificates and - SGS certificates. 

 


