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Exercise two

1. Explain why Game chose the countries it entered and in that order.

A: Game’s approach was to start with the countries it was most familiar with and that resembled its home base in South Africa the most. As a result it chose Botswana and Namibia – neighboring countries. Once it had learnt from these markets it started moving into newer markets which were also substantially larger. Note that thus far Game had almost exclusively focused on ex British colonies because of the benefit of the English language and the same legal base. The big prize was clearly Nigeria as Africa’s most populous country. Game was now considering moving into non English countries on a major scale because it felt it had built a critical mass on the continent.

2. How does the African retail market differ from the more developed world, and what are the implications for doing business there?

A: The African retail market differs dramatically from that in wealthy countries. Formal competition is limited but the informal market (street traders) is a significant competitor. Bribery at border posts is often a problem. Likewise, poor infrastructure affects the supply chain of the delivery of goods. African countries also present higher political and socio-economic risks. These challenges need to be managed.

3. In September 2010, Wal-Mart announced that it was making a $4 billion bid for Massmart, the holding company of Game. Why was Wal-Mart entering the African market for the first time, and why was it choosing this entry mode?

A: Wal-Mart’s home markets have become saturated. It has moved aggressively into Asia but Africa remains the last untapped market. A growing middle class makes it an attractive destination. However, Wal-Mart is aware of the risks attached to doing business in Africa and thus is choosing to enter.


