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Exciting and Potentially Rewarding Business  
Opportunities in the Middle East and North Africa
Seeing Beyond 
the Cloud of Confusion

Many look at the Middle East and North 
Africa (MENA) with confusion and uncer-
tainty.  Given the news reports, it seems to be 
a place to be avoided.  Yet, and perhaps becau-
se of what is happening, it is actually an ideal 
time to at least have a serious look at business 
opportunities there. This is particularly true 
for Small and Medium Enterprises (SMEs). 

In the MENA there is a deep appreciation 
for the skill, expertise and fairness of German 
business.  And there are many there who wel-
come partnering with Germany, Austrian and 
Swiss (DACH) efforts to build, rebuild and 
enhance their economies. In addition, our 
German speaking business leaders are finding 
unexpected talents and capabilities in the 
businesses in the MENA areas.

Why the MENA Region?
Numerous analyst and institutional 

forecasts (World Bank, IMF, Frost & Sul-
livan1) show clearly that the MENA region 
is expected to be a very important engine 
for economic growth over the next decade. 
This will be driven, among others, by the 
following themes:  

 Urbanisation: Over the next decade 
65.4% of the region population will be li-
ving in urban regions
 Geo-socialisation: The Gen Y popu-

lation in MENA will be approximately 150 
million by 2025. This will open up new 
business opportunities for new products and 
technologies.
 Power Supply: 20% of EU electricity 

will be delivered by the MENA region. A big 
portion of it will be coming from renewable 
energy through transcontinental power grids 
to reduce carbon emission, pollution, and 
operating costs.
 Water Scarcity: MENA is the world’s 

most water-scarce region. A huge amount of 
power will be used for groundwater and de-
salination. This increase in energy demand 
for watertreatment will have major impact 
on energy security.
 Infrastructure Projects: The above 

mentioned needs for power and energy will 
lead to an increased focus on infrastructure 
invest-ment and development projects. Go-

vernments will invest heavily on providing 
the needed infrastructure such as highways, 
airports, bridges, economic cities, etc.

The above listed megatrends present ma-
jor driving forces for the economic develop-
ment of the MENA region. SMEs in the 
German speaking countries, namely Germa-
ny, Switzerland, and Austria have to be pre-
pared to seize these business opportunities.

Management Approach
There are a wide range of possibilities 

in developing business relationships in the 
MENA region. The following figure shows 
the different alternatives available for com-
pany management to extend the scope of 
the business.

Discussing all of the different strategic al-
ternatives would go beyond the scope of this 
brief introduction. Hence, we will just focus on 
ways to develop contacts and expand market 
presence (see the upper right corner in the fi-
gure above). How can German speaking com-
panies offer existing products into new markets 
abroad? The other strategic options will be 
handled in another document. 

This is especially important for those 
SMEs which would like to increase or ex-
tend their profitability by 20% by carefully 
entering new and unanticipated markets. 
Interestingly enough, it is becoming clear 
in Europe that if the MENA economies can 
be strengthen in their own context, the eco-
nomic, political and social dislocations can 
be significantly reduced. In other words, for 
those companies which want to do good, 
they will also likely do well. 

Such moves are not based on a one time 
decision of top management, but involve a 
company coming to understand the mul-
tiple dynamics of doing business in another 
region.  This will involve the different func-
tions in the company, from finance, to en-
gineering and production, including HR, 
sales and marketing.  Moreover, given the 
new IT resources for networking and com-
munication, it is so much easier to unders-
tand, manage and control the relationships.

Market Research
We all know that any move into a new 

geographic area is not always easy, especially 
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1 Top Global Mega Trends to 2025 and Implications to Business, 
Society, and Cultures (2014 Edition)
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the MENA region. Having come from this 
region and also having worked in the area 
of international strategy for several years, 
I’ve developed extensive and deep insights 
that could help interested SMEs.  I’d like 
to share some of these insights below, per-
haps using a simple framework, the PEST 
Framework (P: Political, Legislative & 
Regulatory; E: Economic Conditions and 
Demographics; S: Sociocultural Values and 
Lifestyles; and T: Technology.) 

P: Political, Legislative and Regulatory 

What are the key political and regula-
tory factors that need to be taken into con-
sideration?  

When a company decides to expand its 
business operations into the MENA, it has 
to be aware about the complex and intri-
cate legal, regulatory, and political environ-
ment which could have a major impact on 
the whole business venture. A firm may, for 
example, want to setup a local branch in 
one of the MENA countries. 

The regulation in that country may 
have restrictions in doing so, as it is the case 
for the United Arab Emirates (UAE) which 
is stipulating a partnership with a UAE 
citizen who holds 51% of the ownership. 
Other countries are ruling that a foreign 
company should have a local content in its 
supply chain to be allowed to participate in 
major government bids. 

The political aspect of the country as-
sessment should be considered as well. In 
some countries the governments are fol-
lowing a policy of protectionism through 
high tariffs and trade restrictions for fo-
reign companies. Political stability in some 
countries should be assessed well in advan-
ce. Countries like Syria or Libya are cur-
rently undergoing a very unstable situation 
which may make business venture risky and 
impossible to plan and manage. 

The above mentioned aspects of legisla-
tion, regulations and politics will play a de-
cisive role for the firm when deciding which 
market entry mode to choose as it will be 
described in this paper. Some of the infor-
mation needed for decision making may be 
available, other has to be gathered locally.

E: Economic Conditions 
and Demographics

Data is data, but what does it really 
mean?

Data about the economies and demo-
graphic factors might seem to be easy to 

obtain.  Yet, to understand the meaning of 
the ways the data about the GDP, GDP per 
capita income, the demographic pyramid, 
the spending power, and so on needs careful 
interpretation. 

In my experience, it is clear that a firm 
interesting in extending its business reach 
need to carefully analyse these and other 
figures. For example, data such as double 
income families with one child or two chil-
dren could serve as an indicator for the pur-
chasing power of parents buying high end 
child gaming products. 

In addition, it is also important to con-
sider and review subjective information and 
figures on the prospect of growth over the 
coming years. As an example we can cite here 
the Islamic Republic of Iran which has been 
under economic and financial sanctions for 
several years due to its atomic program. The 
country is showing attractive growth oppor-
tunities. Some firms, large corporations as 
well as SMEs, will seize the opportunity and 
prepare themselves for entering this target 
market as soon as possible.

S: Sociocultural Values and Lifestyles

With an in-depth understanding of the 
social dimensions of a country, can the oppor-
tunities be increased and the risks reduced?

A firm planning to reach out to the 
MENA has to pay large attention to the 
predominant socio-cultural values and 
lifestyles in the host countries. Depending 
on the nature of business (B2B or B2C2), 
firm managers have best to consider certain 
aspects which may influence the success of 
their venture. In countries like those of the 
GCC (Gulf Cooperation Council), as it is 
in other Islamic countries, making adverti-
sing for alcoholic drinks, tobacco, or using 
generous ad-scenes may cause some trouble. 
This, however, is different to a certain level 
to other countries such as in North Africa.  

Companies operating, for example, in 
the banking sector, or insurance, have to 
consider the Islamic banking rules which 
may impact their business operations. It is 
also important as well to consider labor re-
lated aspects like working on Friday, or the 
prayer times during the day, or the motiva-
tional basis in hiring potential employees. 
Considering all of these aspects can help the 
company to succeed abroad.

T: Technology

How have advances in IT opened up 
new business possibilities and reduced risk?

In the past two decades the information 
technology (IT) and the Internet have revo-
lutionized the way we do business and how 
we communicate. Nowadays a vast majority 
of companies cannot operate their businesses 
without the existence of a state-of-the-art IT 
infrastructure in the home country as well 
as in the target market abroad. The same is 
valid for the availability of the Internet. A 
firm which is, for instance, doing its marke-
ting, ordering, or customer service solely in 
the Internet has to make sure that the host 
country to expand its business to provides 
access to the internet in the geographical 
areas where it plans to establish its business. 
Companies planning to setup a manufactu-
ring facility in the target countries will have 
to look for the availability of IT infrastruc-
ture to run its manufacturing operations, 
inventory systems, or distribution.

The same is valid for the availability of 
communication infrastructure. With bro-
adband technology firms can save a lot of 
travel expenses through video conferen-
cing, whether with customers, partners, 
suppliers, or the own employees and ex-
patriates in the host country. A close look 
at the geographies of the MENA countries 
will reveal that a huge part of the count-
ries is desert area. This raises the question 
if the ICT (information and communica-
tion technology) infrastructure is available 
everywhere in these countries. A detailed 
profile on these aspects of the business will 
save companies in general, and SMEs in 
particular, a lot of hassle, surprises, failures, 
and money. 

Modes of International 
Market Entry

There are numerous ways of adopting 
market entry strategies. The choice of the 
market entry mode depends on both the 
possibilities and the risk factors.  If carefully 
considered, the opportunities can be consi-
derable.  In fact, there are a number of op-
tions.  We have listed some of these below. 

Export

The simplest, low-cost and least compli-
cated way for reaching out to the MENA is 
to enter the market through a local export 
and import partner who has market access 
and knowledge. These local distributors are 
offering a series of services such as custo-
mer contacts, logistics, marketing, sales and 
after-sales activities. This mode of market 

entry is adopted by most SMEs because of 
the lack of resources and knowledge of the 
international markets. Although the firm 
does not bear much of the business risk, it 
does not have a lot of control on the lo-
cal activities regarding marketing and sales. 
We find a lot of distributors in almost all 
MENA countries and all industries, in B2B 
as well as in B2C sectors, who play this role 
of providing access to local markets. 

Franchising

This is the second mode for enter-
ing international markets. Although it is 
more practiced and widespread in Europe 
and the US, we find nowadays numerous 
franchising service provider platforms in 
the MENA region where franchisors (the 
international vendor companies) are offe-
ring their brands for franchisees (the local 
entrepreneur in target markets). In a fran-
chising agreement international companies 
provide their expertise in branding and pro-
duct marketing, and the local entrepreneurs 
assume the responsibility to run the busi-
ness on his own. Although franchising is 
more frequent used by B2C companies 
(such as McDonalds, Subway, car renting, 
hotels….), there are many franchisors in 
the B2B sector which try to expand their 
business in the MENA countries (examples 
from consultancy service, banking service, 
facility management, etc.). In a franchising 
mode the international vendor has more 
control on the product marketing than in 
an export market entry mode. 

Licensing

Licensing is a common mode of enter-
ing the MENA markets, and it is also used 
in national markets as well. This internatio-
nal market entry mode is used by compa-
nies with strong and well protected strategic 
assets such as product design, brand name, 
or production technology. A typical exam-
ple of such a licensing agreement is if, for 
example Adidas, will allow a local sports-
wear manufacturer in North Africa to use 
its character to produce and sell shoes, T-
shirts, or soccer balls. 

This is a low-risk mode of international 
market penetration as the licensor does not 
need to make any local adaptation for its 
product. However, licensing does not offer 
the international vendor any possibilities to 
control the marketing activities of the lo-
cal partner. Furthermore, the local partner 
could come into a position to develop his 

2 B2B: Business to Business; B2C: Business to Consumer.
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own business and build rivalry to the licen-
sor products in that specific market.

Joint-Venture

A further possibility to engage in, and 
enter the MENA markets is through buil-
ding Joint-Venture (JV) with other compa-
nies in the host country. In this mode the 
international vendor joins effort with one 
or more local partners to seize a business 
opportunity in a specific country. A major 
advantage of JV is that partnering compa-
nies can bundle their strengths to minimise 
risks and create a competitive advantage. 
In the JV agreement or contract, all par-
ties define their mutual responsibilities for 
the business and their goals behind the co-
operation. All involved ventures share risk, 
profits, or incurred losses. Compared to the 
other modes of market entry, in a JV mode 
international companies can have more 
control on the local business in foreign 
markets, but bear more risk. 

In the MENA region, the JV mode is 
mostly used to get access to major govern-
ment projects where local governments are 
requiring local content of the projects, to 
allow for technology transfer, and also to 
provide job opportunities for young people 
in the host country. As mentioned before, 
the UAE is ruling that foreign firms have to 
build JV with local citizens who holds 51% 
of the ownership of the company. In other 
MENA countries, the situation is different. 
Furthermore, some countries are offering 
the possibility for international companies 
to establish offshore and free trade zones in 
their territories, like it is the case in Tunisia, 
Morocco, or the UAE. 

       
Contracted Manufacturing 

This mode of market entry is a prefer-
red one, especially for large SMEs from the 
European countries. In this mode firms can 
outsource parts or even the complete ma-
nufacturing process of their products to a 
specialized company to do the job for them. 
The firm can then focus its activities on its 
core competencies. Small and medium 
companies in Germany, Italy, or France 
have used the North African countries like 
Tunisia and Morocco to manufacture texti-
le and leather products. 

Although numerous companies have 
opted for outsourcing their manufacturing 
activities to other geographical locations, 
many others have established call centers in 
the North African region to serve their cus-

tomers in the after sales part of the business 
process. Countries like Tunisia or Morocco 
have been attractive for foreign investment 
for their young, educated, and competitive 
labor force as well their friendly laws for es-
tablishing offshore sites.

Local Branch

Building a local branch of a DACH 
SME in one of the target MENA countries 
represents a logical first step to quickly learn 
the dynamics of this new market.  Perhaps 
this is even more valuable than just using 
a local distributor, although a partnership 
model might be wise. In this it will be easier 
and quicker to understand the marketing, 
sales and distribution dynamics of this new 
market. To allow for an early development 
of the targeted market, one or two execut-
ives from the home organization can be 
placed locally alongside the local partner. 
This could help maximize sales and marke-
ting performance in an early phase of the 
venture abroad. In a later stage a local orga-
nization with local sales, marketing and dis-
tribution organization can be built depen-
ding on the success of the organization in 
achieving higher sales and profit levels. As 
depicted earlier, the regulations regarding 
foreign direct investment (FDI) can differ 
considerably from country to country.  

The following figure summarizes the 
risk-control tradeoff that companies can 
face in selecting one market entry mode or 
the other.

Concluding Thoughts
The MENA region may seem confusing 

and uncertain for those who look from a 
distance.  Yet, if a DACH SME chooses its 
sherpa-guide carefully, someone who knows 
both the dymanics of business in the Ger-
many speaking area as well as the launguage 
and culture in the MENA areas, chances 
of a successful entry increase dramitically.  
Certainly the respect in the MENA busi-
ness communities for the DACH busines 
world is deep and partnerships and support 
for market entry are clearly present, especi-
ally for those with vision and the courage 
to reach out to this world rich in oppor-
tunities. 

If you have an interest in beginning to 
explore one or more opportunities in this 
area, we are more than ready to engage in 
an exploratory conversation.  Please get in 
touch with us. 

Control
Level

high

high

low

low Risk Level

Export

Franchising

Licensing

Joint Venture

Local Branch
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