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Resumo 

A seleção de mercados internacionais é uma ferramenta indispensável na estratégia de internacionali-

zação das empresas, tendo um papel determinante na análise dos mercados de fronteira que repre-

sentam um subgrupo dos mercados emergentes. Os mercados emergentes são caracterizados como 

mercados em desenvolvimento com indicadores de um saudável crescimento económico, enquanto 

que os mercados de fronteira são mais pequenos e menos líquidos. A seleção de mercados desenvol-

veu fatores apropriados para a análise dos mercados emergentes, mas não para a análise dos merca-

dos de fronteira. Esta lacuna devia-se à falta de informação sobre estes mercados. Contudo, a internet 

possibilitou que este tipo de informação esteja agora disponível através de fontes públicas que apre-

sentam dados que antes não estavam disponíveis.  

Neste contexto, o principal objetivo desta dissertação, é o estudo dos fatores de seleção de mercados 

aplicados à análise dos mercados de fronteira. Através de um modelo desenvolvido para os mercados 

emergentes foi testada a aplicabilidade destes fatores no estudo dos mercados de fronteira. Este es-

tudo foi realizado com base num estudo de caso. Foi escolhida uma empresa portuguesa de trading de 

bens de grande consumo (FMCG) que trabalha principalmente nos países de expressão portuguesa 

na África Subsariana, e que procura expandir a sua presença nos mercados de fronteira desta região. 

Desta análise concluímos que os fatores indispensáveis na seleção de mercados de fronteira são os 

de análise de risco e de infraestruturas. Demonstrámos que os fatores de seleção de mercados emer-

gentes são válidos na análise dos mercados de fronteira. Evidenciámos que os mercados de fronteira 

podem ser analisados, porque a informação necessária já está disponibilizada.   
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Abstract 

International market selection is an indispensable tool in any internationalization strategy. It is used by 

companies to guide the decision process in the selection of foreign markets. Market selection plays a 

determinant role in the analysis of frontier markets. These markets are a sub-set of emergent markets. 

Emergent markets can be defined as less developed countries with indications of healthy economic 

advancement. Frontier market are smaller and less liquid than its emergent counterparts. Market selec-

tion theory has proposed factors and models for emergent markets, but not for frontier markets. This 

absence is justified by the lack of readily available public information for frontier markets, necessary for 

international market selection. This gap may change given that the internet has made market data read-

ily available to the public.  

In this context, our dissertation’s primary objective is to study the market selection factors for frontier 

markets’ analysis and determine which are the critical factors. We tested the applicability of emergent 

markets’ selection factors in the analysis of frontier markets, using the case study of a Portuguese of 

fast-moving consumer goods trading company. The company works mainly in the Portuguese speaking 

countries in sub-Saharan Africa, but is now looking to expand to other frontier markets in this region.  

We determined the critical factors in frontier markets’ analysis are risk and infrastructural factors. We 

successfully showed that emergent markets’ factors are suitable for frontier markets’ analysis and that 

frontier markets can be analyzed in international market selection, since the necessary information is 

currently available.  
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1. Introduction 

Since its inception, internationalization strategy had a disruptive impact in the World’s economy. In the 

past, companies had a local reach, operating and supplying stable local markets. Yet, today’s firms can 

operate at a global level since its formation (Hitt, Li, and Xu 2016). 

In the beginning of modern international commerce, only large western companies could choose an 

internationalization strategy, since they were the only ones with the capabilities to do so. From 1950 to 

1973, firms from developed countries were responsible for 66% of the growth of World trade. During this 

period developing countries were used as sources of primary commodities (United Nations Conference 

on Trade and Development 2018). The 1980s saw a recapture in World trade growth. This time, growth 

was supported by the rise of developing countries as players in global trade, especially East and South-

East Asia countries (Hitt et al. 2006). This phenomenon led to a change in the import/export destinations 

seen in the 1970s. In the 1980s 25% of the share of World imports were to developing countries, but by 

2016 developing countries were responsible for 50% of total imports (United Nations Conference on 

Trade and Development 2018). Currently, the so-called “developing” countries are now emerging, open-

ing a new area for international trade. These dynamic times present a vital period for companies to re-

think their strategic objectives and explore new areas, especially for smaller firms.  

Emergent markets are an attractive investment because of their developing economies which “of-

fer rates of return that are high relative to mature markets and offer opportunities for investors to diversify 

risk” as Nellor (2008, p.31) explained. There is no standardized definition of emergent markets in the 

literature (Nakata and Sivakumar 1997; Sakarya, Eckman, and Hyllegard 2007). Hence the definition 

adopted in this work is the one adopted by Nakata and Sivakumar (1997, p.463): emergent markets are 

“less developed countries with indications of healthy economic advancement”. However, emergent mar-

kets also present higher risks when compared to developed countries (Brewer 2001).  

Fernandes, Freund, and Pierola (2016, p.125) demonstrated that markets “where regulatory burdens 

and distortions in access to finance or information” exist, are correlated to a reduced survival rate of 

entrants. The emergent markets present these characteristics. Moreover, they are characterized as high 

risk markets, because of their fast changing nature (Craig and Douglas 2005). Since the survival rate of 

new entrants’ dependents on market’s conditions, a firm’s successful internationalization in emergent 

markets must be supported on a well-structured strategy. The internationalization literature points to 

many aspects that influence firm’s trade performance however, market selection is an often-overlooked 

aspect. International market selection is used by firms to guide the decision process in the selection of 

foreign markets (Brewer 2001), either to initiate an internationalization strategy or to expand the existing 

one (Papadopoulos and Denis 1988).  

The international market selection literature attracted a lot of attention between the 1960s to the 1980s, 

side by side with other fields of internationalization. This allowed for a proliferate production of theories 

(Papadopoulos, Chen, and Thomas 2002). Unlike other fields, international market selection is context-

dependent, therefore it has not been able to develop a generalized theory applicable to various indus-

tries and firms (Douglas and Craig 1992; Sarkar and Cavusgil 1996). Consequently, it is still a 
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fragmented field lacking empirical research (Papadopoulos and Martín Martín 2011). The international-

ization business literature was, to a certain extent, guided by the challenges experienced by companies. 

Some of the literature developed is of a descriptive nature, reflecting the problem companies face in 

identifying factors, inhibiting the selection of international markets — a tool not commonly used by com-

panies (Cavusgil 1985; Papadopoulos and Denis 1988). 

1.1. Motivation 

The motivation to work on the theme of international market selection stems from a still persistent prob-

lem in the literature in identifying the key factors that should be used in market selection. Normally, firms 

do not initiate internationalization in a proactive manner; instead firms start by filling unsolicited orders 

from international buyers or by responding to domestic clients’ orders for the international market (Koch 

2001; Brewer 2001). Thus, companies are led to the international market without a structured strategy. 

As Cavusgil (1985) concluded, this problem is explained by the companies’ lack of international experi-

ence and resource involvement. Therefore, firms that are experienced have developed systematic and 

formalized approaches for international market selection and other internationalization procedures. 

However, inexperienced companies, typically small companies, will base their market selection solely 

on psychic distance (Cavusgil 1985; Johanson and Vahlne 1990; Koch 2001; Brewer 2001). The psychic 

distance concept will conduct a decision maker to begin an internationalization strategy by first entering 

countries with the smaller psychic distance (Johanson and Vahlne 1977, 1990). These markets are 

easily understood since they are similar to the decision maker’s market. As the firms gains experience 

in international trade it will expand to other markets, with greater psychic distance. However, emergent 

market cannot be analyzed through psychic distance because of their unique characteristics that differ 

from developed countries. Moreover, in the emergent markets category there is a wide variety of reali-

ties. Therefore, a company cannot assume a policy of “one fits all” in the process of market selection.  

When comparing domestic market analysis to international market selection both share the same fun-

damental principles of marketing research, yet international market selection is “inherently difficult in 

practice”, as Papadopoulos and Martín Martín (2011, p.134) described it. The main causes are:  

• The decision maker needs to be familiarized with contextual aspects of foreign markets in order 

to critically assess international market’s data (Cavusgil 1985; Douglas and Craig 2011); 

• Globalization has expanded the international market selection alternatives, creating a problem for 

decision makers since they have a limited capacity of processing information (Root 1994; Douglas 

and Craig 2011); 

• The decision maker has a limited time frame and budget (Cavusgil 1985; Johansson 2009). 

With this presentation of the main problems experienced by companies, it is perceptible that the factors 

chosen are the common denominator and can help to answer many of the problems identified. 

We decided to focus our study on emergent markets because though they are the majority of countries 

in the World, yet they have not been explored as extensively in the literature as developed markets. 

There are three main reasons for this absence:  

• Emergent countries are fast changing, often unexpectedly, at different rates and in different ways 

(Craig and Douglas 2005); 
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• Emergent countries lack public readily available information necessary for international market 

selection (Cavusgil 1997; Sakarya, Eckman, and Hyllegard 2007; Johansson 2009); 

• International market selection is based on the analysis of comparable information which does not 

always exist (Papadopoulos and Martín Martín 2011). 

The present work is focus on the analysis of a sub-group of emergent markets, the frontier markets. The 

frontier market concept describes countries that have markets which are smaller and less liquid than its 

emergent counterparts. Frontier markets may also present more instability coupled with greater future 

opportunities (Nellor 2008). The correct analysis of frontier markets requires specific factors that take 

into consideration the markets’ characteristics. However, no in-depth analysis of emergent or frontier 

markets characteristics has been conducted in the literature. This poses the foundation for this study of 

the critical factors in the evaluation of frontier markets. Primarily, these markets are absent from most 

market selection literature because until recently no data was available to study them. The revolution 

that the internet brought to the market research field is the key driver for this project. It created an 

increase of public readily available data, especially for frontier markets (Johansson 2009). This poses 

the foundation for this study of the new data available to evaluate frontier markets.  

1.2. Problem Definition 

A correct analysis and selection of foreign markets becomes a crucial factor when a firm has a high 

dependency from international business to grow and prosper (Cavusgil 1985). For that reason, in this 

master dissertation we present a case study of a Portuguese trading firm, that we will refer to as Com-

pany A. The company is a small and medium-sized enterprises (SME) which works as an intermediary 

in the exporting process. Its core business is procurement and exporting of fast-moving consumer goods 

(FMCG). The company works primarily with the Portuguese speaking countries in Africa (namely An-

gola, São Tomé e Príncipe, Equatorial Guinea and Cape Verde) and South Africa. In terms of clients, it 

works with wholesalers from both the informal markets, i.e. street markets, and formal markets, i.e. retail 

stores. Currently, Company A is focused on expanding its operation in order to grow its business. It has 

opted to look for new trading opportunities in sub-Saharan Africa. The company has not been able to 

define the factors that should be taken into consideration in the market selection, because until now the 

entrepreneur’s know-how was the deciding factor, and in the remaining sub-Saharan Africa markets’ the 

entrepreneur has no experience. 

Our sample of sub-Saharan African markets are identified by Standard & Poor’s and Russel’s Index as 

frontier markets (Standard & Poor’s 2018; FTSE Russell 2019). The frontier markets have not been 

included in emergent markets literature, until the 2000s, because no data was available to study them. 

Thus, the following research questions are raised: 

• Do market selection factors for emergent markets present an appropriate framework for market 

selection of frontier markets?  

• What are the most important factors to study frontier markets in a market selection model? 

In this master dissertation we are focused on studying the models and factors developed in market 

selection literature for frontier markets. Our objective is to perform an updated review of the critical 
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market research factors for these markets, accompanied by a model for a systematic market selection 

process in frontier markets.  

1.3. Main Contributions 

The research in this master dissertation has several contributions to the literature. Figure 1 represents 

the chosen methodology to perform the research.  

 

Figure 1 - Methodology selected for the master dissertation 

First, we conducted an in-depth review of models and factors identified in market selection literature for 

emergent markets. After, we analyzed the suitability of the previous factors on frontier markets, accord-

ing to frontier markets features. Also, we researched for new factors that fitted these markets’ charac-

teristics. According to the most relevant literature, we chose a market selection model. We introduced 

to it the factors identified for frontier markets, obtaining a model for frontier market analysis. In order to 

teste it we adapted the model according to the characteristics of the case study, which is a mandatory 

step in every market selection model, given its context-dependent nature.  

The in-depth review of market selection factors enables us to prove that emergent market factors are 

suitable for frontier market analysis. Additionally, we determined the critical market selection factors for 

frontier markets. This in-depth review allowed us to develop a framework with the required factors for 

frontier market analysis. Lastly, since no in-depth screening model in the literature had been fully devel-

oped, we developed the framework to allow this analysis of frontier markets. The developed framework 

included the previously determined frontier markets critical factors. Our analysis successfully showed 

that frontier markets can be analyzed since the necessary information is currently available.  

1.4. Document Structure 

This master dissertation is composed of six chapters. In the first chapter, we describe the background 

and context of the problem being studied. In this chapter, we described the study’s motivation as well 

as the problem definition, where we summarized the objectives defined for this study. In the second 

chapter, we present a state of the art on the internationalization field of study. The review is divided in 

two parts, first an overview of the main topics of the field, followed by an in-depth review of international 

market selection. First, we present an overview of internationalization theory, where we present the main 

theories developed, followed by an overview of internationalization motives and entry mode options. 

The in-depth analysis of international market selection we reviewed the market selection models and 

factors used for developed and emergent markets. In the third chapter, we present the methodology 

used in this master dissertation. First in the chapter, we introduce the case study subject and sample. 

After, we present the model selected as well as the contextualization performed. The case study presen-

tation allowed us to introduce the case study context, which is the basis of the model’s contextualization 

procedure. In the fourth chapter, we present the results obtained from the model used and present a 

discussion on the results. In the fifth chapter, we present the conclusion. Lastly, in the sixth chapter, we 

discussed the future work derived from this master dissertation. 

Research of 
New Factors   

State of the Art 
Factor & Model          

Selection  
Creation of 

Adapted Model 

Analysis and 
Discussion of 

Results  
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2. State of the Art 

The state of the art is composed of two parts. It begins with an overview of internationalization theory, 

presenting the main theories and the context in which they were developed. We then further explore the 

main topics in internationalization theory: internationalization motives and entry mode options. The sec-

ond part presents the market selection theory, with a focus on the factors identified in the literature. This 

provides the foundation for an in-depth analysis of the developed and emergent markets’ market selec-

tion literature. This analysis allowed us to compile the emergent markets’ factors. Lastly, we performed 

an in-depth analysis of emergent markets’ factors suitability for frontier markets’ analysis.  

2.1. Internationalization Strategy 

The concept of internationalization strategy has been described by different authors in the literature. 

Penrose (2009) presents the definition of “forward integration”, a synonym for internationalization. 

Where a company enters a new market, aligned, or not, with the development of a new production 

system and/or new products. Turnbull (1987) describes it simply as the outward movement in a firm's 

operations. In the present work we adopt Calof and Beamisht's (1995, p.116) definition of internalization: 

"the process of adapting firms' operations (strategy, structure, resources, etc.) to international environ-

ments". 

2.1.1. Evolution of Internationalization Theories 

In the social sciences there is a co-dependency of theory and empirical work. The international business 

area is no exception. Theories were developed in a social, political and economic context to analyze 

phenomena, consequently they are continuously being redefined. In this section we explain the envi-

ronment in which each internationalization theory was developed to allow the comprehension of the 

conditions inherent to it (Buckley 2011, 2016).  

Sixty years ago, large multinational enterprises (MNEs) were the only ones with the capabilities to invest 

and participate in international business. MNE was defined by Buckley and Casson (1978, p.1) as “an 

enterprise which owns and controls activities in different countries”. Meanwhile, currently SMEs and 

start-ups have become important actors in the international commerce (Kiss, Danis, and Cavusgil 2012). 

This change was in part due to technological advances that have transformed the communications sys-

tem, associated with developments in the transportation sector, which enable a rapid expansion and 

increase competition at a global level (Hitt, Li, and Xu 2016). 

After the end of the Second World War, there was a growth of MNEs that had a dominant role in the 

World’s economy (Buckley 2016). Grosse (2005) reference Fayerweather to recall his label of the cli-

mate at the time between governments and MNEs as ‘‘an era of confrontation’’. The post-war govern-

ments did not comprehend this phenomenon of growing foreign firms in number, size and importance 

(Boddewyn 2016). The political reaction was one of suspicion and sometimes fear of the potential dom-

inance of MNEs that sprawled over national boundaries (Buckley 2016). Many governments where re-

luctant to allow their entrance and even imposed major restrictions to their operations (Grosse 2005).  

This climate allowed for significant theoretical developments, as Penrose’s (1959) The Theory of the 

Growth of the Firm, Hymer's (1960) PhD dissertation The International Operations of National Firms and 
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Vernon's (1966) International Investment and International Trade in the Product Cycle. In these contri-

butions, MNEs were seen as unitary and monolithic companies (Buckley 2016). 

Penrose (1959) defined a critical concept of internationalization theory, “diversification”. She character-

ized it as horizontal or vertical integration. Internationalization was one of the forms of vertical integra-

tion. Also, described the marketing strategy of foreign entry mode. It can be diversification within the 

firm’s existing area of specialization — e.g., creation of more products in the company’s portfolio — or 

the diversification out of the firm’s area of specialization — e.g. production of new products based on 

new production technology. Hymer's (1960) theory of Monopolistic MNEs describes that MNEs only 

exist because of their own advantages over foreign competitors. Furthermore, in order for foreign direct 

investments (FDI) to succeed and thrive there had to be some “natural failures in markets for factors of 

production and intermediate goods or some interference by governments, as well as artificial market 

imperfections” as Boddewyn (2016, p.12) explained. Hymer (1960) defined foreign direct investments 

as “a form of capital movements in which the investor directly controls the foreign enterprise in which 

the investment is made”. Hymer was the first to make the crucial distinction between FDI — internalized 

transactions — and licensing — externalized transactions. This distinction was in terms of control and 

not of ownership (Buckley 2011). Vernon's (1966) Product Cycle theory suggested that firms sought 

internationalization for different reasons in different stages of a product’s life cycle. This theory intro-

duced the concept of sequential modes of internationalization (Gandolfo 2014).  

There were international business theories before these works. However, as Buckley (2011, p.72) ex-

plained, “the theory that existed was uncodified, unsystematic, fragmented and not institutionalized in 

an academic discipline.” After these first theories others followed. Caves (1982) with his Monopolistic 

Advantage theory suggests that firms will internationalize when they can use their established ad-

vantages in foreign countries at little or no additional cost, and Knickerbocker's (1973) Oligopolistic Re-

action theory suggests that firms will try to reduce their risk by imitating competing firms’ entrance into 

foreign operations (Westhead, Wright, and Ucbasaran 2001). 

The 1980s witnessed, after a period of “confrontation”, a period of “accommodation”. Governments 

came to understand the difference between capital-based ‘‘portfolio investment’’ and technology-bear-

ing ‘‘foreign direct investment’’. This accommodation allowed MNEs activities to become legitimatized 

and welcomed, since FDI brought novel technologies, jobs and export revenues to host countries 

(Boddewyn 2016). 

These mindset changes propelled new theories that sought an explanation on the nature of these firms, 

resulting in the further development of Coase's (1937) Markets Internalization Theory of the MNE by 

Buckley and Casson (1978) and Rugman (1980) (Knight and Liesch 2016). Coase's (1937) work The 

Nature of the Firm presented the internalization concept, as well as the concept of costs of transaction, 

defined as the costs incurred with the transaction of firm’s goods or services in the market, that do not 

occur when assets are exchanged within a firm. Based on the previous definition, Coase presents the 

concept of market internalization where a firm will decide to internalize a given market — its control —, 

if the transaction costs to the firm are lower than the transaction costs in the market. Based on this 

concept Buckley and Casson (1978) modernized this theory explaining that the decision process of 
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internalization of new markets was established through a trade-off of the benefits — from entering the 

new markets — versus the costs of entering said market. The benefits of internalization are the avoid-

ance of imperfect markets (Buckley and Ghauri 2015). Buckley (2016) explained how Buckley and 

Casson's (1978) theory proposed that the key factor of MNEs growth was not market power but innova-

tion. This notion transformed the understanding of MNEs, by presenting the MNEs in a different light 

than the one casted by Hymer’s monopolistic theory, changing the public perception of MNEs. This 

finally led governments to develop appropriate policies that still remain to this day (Buckley 2016).  

This period also saw other perspectives on internationalization theory being developed focused on ex-

plaining the rational process of the decision maker. They presented other key aspects besides the eco-

nomic dimension. Moreover, they extended its theories for both MNEs and SMEs, that up to this point 

were barely acknowledged in the literature. Dunning's (1977, 1988) Eclectic Theory of International Pro-

duction sought to identify the factors that guide the decision of MNEs to engage in FDI. The author 

constructed the Ownership-Location-Internalization (OLI) framework. It seeks to integrate internalization 

theory with location specific elements of international economies, such as labor costs, barriers to trade, 

and transport costs. This framework explains that internalization is the only option to combine owner-

ship-specific advantages, the possession of exclusive assets by a company, with location-specific ad-

vantages, immobile resources that are specific to a country. In 1977, Johanson and Vahlne presented 

their first work on The Uppsala Internationalization Process model, a description of the internationaliza-

tion process of small firms, which is characterized by a gradual increase of international involvement 

(Johanson and Vahlne 1977). This model was based on the concept of psychic distance between the 

domestic and the foreign markets. Johanson and Wiedersheim‐Paul (1975, p.308) defined psychic dis-

tance as “factors preventing or disturbing the flows of information between firm and market. Examples 

of such factors are differences in language, culture, political systems, level of education, level of indus-

trial development, etc.” The authors theorized that a firm will start the internationalization strategy in 

markets that are psychically closer to the domestic market, which are easily understood by the company. 

As it gains knowledge and experience about foreign markets and operations, it will increase its resource 

commitment and expand to other foreign markets that are psychically more distant. 

With the 1990s came a greater openness of markets and technological advances which led to the recog-

nition of globalization as a phenomenon of the 2000s (Buckley 2016). In international trade, globalization 

refers to the integration of World markets for resources, e.g. commodities, services, and factors, partly 

due to the decrease in transport and communication costs (Gandolfo 2014).   

The globalization environment created a proliferation of a different type of internationalization strategy 

characteristic of International New Ventures (INVs), defined by Oviatt and Mcdougall (1994, p.49) as 

‘‘business organizations that, from inception, seek to derive significant competitive advantage from the 

use of resources and the sale of outputs in multiple countries’’. These types of firms are characterized 

by not following the typical stage model of internationalization (Vernon 1966; Johanson and Vahlne 

1977). Instead they have, from foundation, a global strategy, typically guided by an entrepreneur with a 

vast experience in international trade who is able to spot opportunities at a global level. INVs are a new 

type of MNEs since they operate in more than one country (Buckley and Casson 1978). However, the 
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focus is not on FDI. Instead they have resources, like departments, in more than one country. They have 

been mostly associated with technological companies with innovative products, however INVs can ap-

pear in a wide range of industries, like aquaculture as Oviatt and Mcdougall (1994) indicated. Born global 

firms are a type of INVs. Knight and Cavusgil (2004, p.124) defined them as ‘‘entrepreneurial start-ups 

that, from or near their founding, seek to derive a substantial proportion of their revenue from the sale 

of products in international markets’’. These firms, with limited resources, internationalize within three 

years of inception (Knight and Liesch 2016). 

The recent period has been characterized by an increased competition at a global level (Hitt, Li, and Xu 

2016). Currently, production systems are conceptualized as global value chains intensifying the compe-

tition for FDI (Buckley 2016). Changes in the markets have lowered the entry barriers and allowed more 

firms to extend to international business earlier, quicker and with different patterns than the ones de-

scribed by standard international business theories developed for MNEs. These companies are emerg-

ing in all corners of the World, facilitated by globalization, the Internet, and other communications inno-

vations, which have reduced the cost of internationalization and enable the expansion of smaller and 

resource-poor companies (Knight and Liesch 2016). 

2.1.2. Motives for the Internationalization of Companies 

The previous theories were mostly developed for large Western MNEs. As a consequence, most of the 

motives for internationalization identified in the literature are also the motives for large Western MNEs 

(Tsai and Eisingerich 2010). Each firm, depending on its size, will have different strategic objectives and 

different assortments of resources that are reflected in different drivers for internationalization. However, 

the various motives that drive a company to enter the international commerce can be grouped into pro-

active or reactive motives, in terms of the company’s strategic orientation. Table 1 presents a list of 

motives, that we identified in the literature, which characterize the two types.  

Table 1 - Proactive and reactive motives for internationalization 

Proactive Motives Reactive Motives 

Managerial know-how Competitive pressures 

Product characteristics Small or stagnant domestic market 

Economies of scale Unsolicited foreign orders 

Exploit core capabilities Risk diversification 

Resource seeking  

Industry characteristics  

Foreign market opportunities  

Trade barriers  

We now describe in detail each of the previous proactive and reactive motives: 

- Managerial know-how – a managerial urge for internationalization is many times driven by a 

manager’s previous experience in foreign trade. This was identified by Johanson and Vahlne 

(1977), at the time, as an overlooked factor in a company’s international strategy since it plays 
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a deciding role in a company’s strategy in the international market. It is especially important for 

export success in smaller firms, like INVs start-ups, where decisions are made by a single de-

cision maker (Oviatt and Mcdougall 1994). 

- Product characteristics — a product that has common customer needs in different countries will 

motivate a company to internationalize its operations (Yip 1995). Typically, it requires minimal 

or no product adaptation, which is a facilitator factor in internationalization process. Agricultural 

commodities are prime examples of this type of product.  

- Economies of scale — in order to obtain economies of scale a company must have a market-

seeking strategy with a demand-oriented internationalization (Buckley and Ghauri 2015; Hitt et 

al. 2006). Economies of scale through mass production allow a higher profit margin by reducing 

the costs of production. 

- Resource seeking — it is a supply-oriented internationalization, in which a firm sources specific 

resources that it cannot access in the home market. This can be because they are fixed input, 

e.g. cheaper labor costs and natural resources, or to enter into a research and development 

(R&D) center (Buckley 2016; Cui, Meyer, and Hu 2014). 

- Exploit core capabilities — entering a foreign market to explore core capabilities (e.g. expertise 

knowledge) will allow a company to achieve competitive advantage and enhance its perfor-

mance, as was explained in Dunning (1988) Eclectic Paradigm theory. 

- Industry characteristics — a core strategy that does not need to be adapted and remains a 

competitive advantage in other markets will enhance the motivation for a company’s interna-

tionalization. This motive will depend on the industry’s characteristics, but also on the new coun-

try’s characteristics, e.g. infrastructure (Yip 1995). 

- Foreign market opportunities — psychic distance between the domestic and foreign markets is 

a critical aspect in foreign market entry selection that Johanson and Wiedersheim‐Paul (1975) 

identified as a driving motive for a firm to first start an internationalization strategy.  

- Trade barriers — a market which presents low trade barriers will motivate a company to inter-

nationalize (Yip 1995). Trade barriers are compose by government policies of FDI, tariffs, quo-

tas, amongst others.  

- Competitive pressures — a typical reactive motive for internationalization is entering the inter-

national market as a response to a competitor's entry into a foreign market. This reactive action 

has two components: first, there is the fear of losing domestic market share to the competitor, 

due to the economic scale benefit of foreign trade; second, the benefit of being the first in a new 

market, which allows to acquire market share easily.  

- Small or stagnant domestic market — firms that operate in a small domestic market are focused 

on a market-seeking strategy which, as has been previously described, is focused on attaining 

economies of scale (Monczka and Trent 1991). Firms that operate in a saturated or mature 

market, as the Product Life Cycle theory explains, will begin foreign trade to obtain economies 

of scale (Vernon 1966).   
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- Unsolicited foreign orders — is characterized by a company filling orders from foreign buyers or 

intermediaries, e.g. trading companies. This constitutes an indirect mode of exporting (Koch 

2001). 

- Risk diversification — companies will invest in multiple countries allowing them to manage risk 

exposure by investing or divesting in specific markets (Rugman 1976). 

The performance in foreign markets, either for supply purposes or even demand seeking purposes, will 

have a direct impact in a firm’s performance in the domestic market. Therefore, all these motives have 

the same driving force uniting them: a need to gain competitive advantage.  

These motives were presented independently, however they are not mutually exclusive. Many of the 

motives previously presented are linked. Moreover, a company could identify a market/product which 

presents two or more motives at the same time, motivating a company’s internationalization.  

2.1.3. Foreign Entry Modes 

When a firm seeks to expand into a foreign market it must decide the best foreign mode of entry. How-

ever, this decision comes with a large pool of choices and possibilities.   

When it comes to foreign entry modes there is no universal classification. Many researchers have de-

fined the subject on different terms (Buckley and Ghauri 2015). Anderson and Gatignon (1985) defined 

various modes of entry based on the criteria of control, commitment and risk. The main focus was con-

trol, since it impacts commitment and risk, as it happens with most of entry mode literature. The issue 

of control raises the question of internalization that Buckley and Casson (1978) presented as the princi-

ple in which a MNE will choose the least-cost location for each activity, taking into account all activities. 

This work is based on the notion that a firm will internalize markets until the marginal cost and marginal 

benefits of further internalization are equal. These authors identified two critical aspects that firms face 

when choosing the mode of entry: location and control. Based on these two aspects, Buckley and 

Casson (1978) identified three main types of foreign entry modes: exporting, FDI and licensing. These 

three can then be comprised of many more combinations.  

The following description of entry modes is a general one, but we aim to present the main characteristics 

of each mode without performing a full analysis. Typically, this topic is described in a simplified manner, 

since many variables come into play, and in order to analyze it they cannot all be considered. The notion 

of time is one that is not considered, thus the decision on entry modes that we present does not take 

into consideration the evolution of the mode through time.   

- Licensing — through the licensing of technology, brands or production rights, firms obtain roy-

alties. This strategy is mainly used when there is no incentive to internalize or because a firm 

lacks the capacity to do so (Dunning 1977). Licensing is often used for products that are R&D 

intensive, since these products encompass a valuable know-how, or in the case of brands that 

have a strong market position. By entering a new market through licensing, the company expe-

riences low risk and low cost of investment. However, control plays a critical part — depending 

on the product licenses can be violated, and for that reason many companies do not exploit this 

option and keep the know-how in-house (Buckley and Casson 1978). 
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- Franchising — Brickley and Dark (1987, p.402) defined franchising as “equivalent to the leasing 

of an intangible asset (the brand name)”. Anderson and Gatignon (1986, p.5) defined franchis-

ing as “a form of licensing in which the use of a business system is granted.” Franchising offers 

a higher level of control than licensing, since the contracts developed with the franchisees have 

a system of rules that allows the franchiser to control the franchisee's activities (Anderson and 

Gatignon 1986). The franchisees have a stake in their business but do not have full decision 

rights. This aspect is important in order to keep quality and uniformity in the product/service. By 

owning part of their operation, the franchisees are encouraged to obtain high performing results 

since they are directly compensated. The decisive factor between franchising or a wholly-owned 

subsidiary is the cost of monitoring. Brickley and Dark (1987, p.420) concluded that between 

the two modes of control, franchising requires “high employee-monitoring costs, low initial in-

vestment costs per unit, and higher frequency of repeat customers”. 

- Exporting — many times a company will start an internationalization strategy by simply export-

ing to a market through an independent representative such as an agent or distributor 

(Johanson and Wiedersheim‐Paul 1975). In this case the product is produced in the domestic 

market and is exported to the new market (Caves 2007). This mode is ideal for companies with 

no international experience since it allows the company to understand the demand its products 

have in the new market, at a low investment cost and without the risk of entering an unknown 

market. Nevertheless, this mode grants limited control and it does not allow the company to 

gain export experience and market knowledge, which are key aspects for the success of an 

internationalization strategy, especially in SMEs (Johanson and Vahlne 1977). For that reason, 

many companies will export directly, avoiding  agents or distributors altogether, as a way of 

obtaining experience and market knowledge (Buckley and Pearce 1979).  

- FDI — is defined as an ownership strategy where an investor has direct control over its business 

in a foreign country (Hymer 1960). There are different strategies to enter a new market via FDI:  

- Green-field Entry — the creation of a wholly-owned subsidiary in a new market is cho-

sen when the company wants full control of this new operation (Caves 2007). This is 

the mode that gives the highest level of control from creation (Anderson and Gatignon 

1986). The product type also plays a critical role: green-field entry is typically seen in 

products with intellectual property that must be protected, or products that are difficult 

to sell and require a special sales service. This strategy allows to build a solid market 

position and implies a long-term market commitment. It is also sometimes chosen when 

the market has high entry barriers, like tariffs protecting the national market (Caves 

2007). The main disadvantages are the costs of start-up, management and coordination 

of the subsidiary, and the risk of such a large investment in a new and uncertain market 

(Caves 2007). 

- Acquisition — a firm can choose to enter into a new market through the acquisition of a 

firm in that market (Buckley and Ghauri 2015). This strategy is most used to acquire the 

knowledge that is retained in a firm, e.g. know-how about the production of a product. 

This entry mode is especially important if the firm is expanding into new fields. This way, 
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the company can avoid costs of investing into a new business area, by acquiring an 

experienced team and technical labor force with the added benefit of buying a market 

position that would take years to build (Penrose 2009). Acquisition has the added ben-

efit of granting the company with privileged information about the market they are en-

tering, which does not happen with a wholly-owned subsidiary (Caves 2007). Like the 

green-field entry mode, acquisition is chosen when a company is entering a new market 

in a large scale and wants full control of the operations (Anderson and Gatignon 1986). 

This strategy presents disadvantages, however: it can only be performed by some com-

panies, and requires a complex process of integration of the new company. Typically 

acquisition is performed within companies in the same industry, which allows profitable 

outcomes (Penrose 2009).  

- Joint Venture —  are partnerships between two or more companies to create a business 

allowing them to share the operation (Buckley and Ghauri 2015). The idea behind this 

strategy is the exchange of firm-specific knowledge between companies in order to de-

velop a specific product and/or market. Hence, joint ventures can be used for R&D 

collaboration (Buckley and Casson 1996). The advantage in this strategy is the flexibility 

of investing in different business areas without compromising the core business 

(Buckley and Ghauri 2015). Also, if the venture is done with a partner that is familiar 

with the new market, it the risk of the investment is reduced (Caves 2007). The main 

disadvantaged is the shared control between the partners. Depending on the contrac-

tual agreement between the companies, the control can be unevenly shared, leaving 

the minority partner with a lack of control (Anderson and Gatignon 1986). 

Most of the characteristics presented are encompassed in the size of the firm. Consequently, we can 

conclude that, to a certain extent, the size of the firm dictates the type of entry mode. As Buckley and 

Pearce (1979, p.18) concluded “ceteris paribus the larger a firm, the more likely it is to service foreign 

markets by production in those markets”. 

2.2. International Market Selection 

Market research entails decisions about marketing strategy and marketing mix. This research can be 

performed in both domestic and international markets. International market research is performed by 

companies in order to collect information about foreign markets, and also to comprehend the differences 

and similarities to the company’s domestic market (Craig and Douglas 2005). An international marketing 

plan has many steps such as market selection, product selection, entry mode strategy, and others. 

International market selection research is used by firms to guide the decision process in the selection 

of foreign markets (Brewer 2001), either to initiate an internationalization strategy or to expand the ex-

isting one (Papadopoulos and Denis 1988). Market selection is considered the most important step in 

the internationalization strategy (Papadopoulos and Denis 1988; Kumar, Stam, and Joachimsthaler 

1994; Root 1994; Craig and Douglas 2005). Its importance stems from its determinant role in the strat-

egy’s success, since it conditions all the following decisions, and, therefore, impacts the company’s 

competitiveness. 
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In this section, we first present an overview of international market selection theory in order to introduce 

the main branches of the literature. This will guide the market factors presentation that follows, since the 

factors chosen depend on the model’s structure. Finally, we review the market selection theory for emer-

gent and frontier markets, alongside the presentation of most important factors in the analysis of these 

markets. 

2.2.1. International Market Selection Theory 

International market selection has been characterized differently by authors. For Papadopoulos and 

Denis (1988), international market selection is focused on the process of market selection, excluding 

from its decision the “go/no-go” decision and the entry mode selection. The “go/no-go” decision analyzes 

whether the company should initiate an internationalization strategy (Andersen and Buvik 2002). For 

Douglas, Craig, and Keegan (1982) and Root (1994), however, international market selection should 

address all these decisions. This point of view is not widely accepted in the literature. Papadopoulos 

(1987) justifies that entry mode decision should be separated from market selection — even though 

entry mode decision depends from the selected market — because these decisions demand different 

variables and have different goals. In this work, we use Papadopoulos and Denis's (1988) definition of 

international market selection for the previously mentioned reasons, and also because it is the most 

used definition in the literature. 

Market selection of international markets is still a fragmented field (Papadopoulos and Martín Martín 

2011). In the literature it is sometimes referred to as international market selection or international mar-

ket segmentation. These two stems differ only in the definition of market: international market selection 

characterizes it as country, while international market segmentation characterizes it on the basis of 

buyer similarity creating cross-national markets (Papadopoulos and Martín Martín 2011). We adopt the 

international market selection definition of market since the main focus of the analysis is the choice of a 

target country.  

The internationalization field of study has primarily focused on the entry mode decision topic, overlook-

ing the market selection aspect (Andersen and Buvik 2002). For example, The Uppsala Internationali-

zation Process model and the Eclectic Paradigm theory present descriptive models of internationaliza-

tion whose focus is on entry mode and not on market selection.   

Papadopoulos and Denis (1988) presented a framework, depicted in Figure 2, that divides the research 

in two main groups: qualitative and quantitative. The former uses a descriptive approach that analyzes 

qualitative information about a restrictive number of countries. The latter uses a normative approach of 

analysis of statistical data, which allows the consideration of an unlimited group of countries (Andersen 

and Buvik 2002; Koch 2001).   

The qualitative approaches are formed by a list of objectives and constraints, created by the decision 

maker, which are used to do the analysis. The main disadvantages of this approach are the exposure 

to biased opinions from the ones who provide information and advices, along with the exposure to the 

subjective judgment of the decision maker (Papadopoulos and Denis 1988).  Andersen and Buvik (2002, 
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p.350) argue that “the decision maker will focus on incremental alteration of existing conditions, without 

knowing or even paying attention to how close to the optimal alternative the chosen increment really is.” 

 

Figure 2 - International market selection literature structure 

Unlike the previous one, the quantitative approaches are of a normative nature, describing a formalized 

decision process which allows a firm to understand how the selection process should occur (Andersen 

and Buvik 2002). These methods use statistical data which reduces the subjectivity problem. Also, en-

ables the analysis of a large number of foreign markets. This is an indispensable aspect for international 

market selection which was another limitation of previous method (Douglas, Craig, and Keegan 1982; 

Kumar, Stam, and Joachimsthaler 1994). Papadopoulos and Denis (1988) categorized this approach in 

two kinds: market grouping and market estimation. Market grouping presumes the most appealing coun-

try is the one whose market is the most similar to the company’s domestic market. Market estimation 

evaluates a country’s demand and market potential on several criteria, analyzing them for their attrac-

tiveness.  

Market grouping methods are based on the concept of psychic distance from the Uppsala Internation-

alization Process model. Countries are clustered together by their similarities since this proximity can 

bring market insight and allow the company to disseminate their products in numerous markets at once 

(Sakarya, Eckman, and Hyllegard 2007). Their main weakness is their inability to measure demand, 

given the absence of product specific factors. They are based on economic and social macro-level fac-

tors that, on their own, do not necessarily translate to market development (Papadopoulos and Denis 

1988; Kumar, Stam, and Joachimsthaler 1994). As Douglas and Craig (2011) point out, countries can 

present similarities in terms of macro-level factors, e.g. economic development or urbanization, but have 

dramatic differences in terms of contextual factors, e.g. retail infrastructure or consumer behavior. The 

present objective is to perform an in-depth analysis and assess a country’s fitness for trade, which mar-

ket clustering analysis does not allow, thus will not be selected (Cavusgil, Kiyak, and Yeniyurt 2004). 

Unlike the market grouping methods, market estimation methods are based on market differences. Fac-

tors are selected to allow a comparative analysis of distinct markets, and a scoring method is developed 

to rank each market in order of preference (Papadopoulos and Denis 1988). This approach has ad-

dressed many of the shortcomings of the grouping methods. First, it allows the measurement of a coun-

try’s fitness for trade because it uses macro-level, as well as product specific and contextual factors (for 

example, market growth, trade barriers and more). Second, it is not based on the concept of psychic 

distance, presenting an array of opportunities of countries and markets that would not be considered in 

other methods. Moreover, it is the only approach, in the literature, with the capability to analyze each 
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markets’ demand for a specific product. In the international market selection literature, the systematic 

market estimation approach has seen support by several different authors such as Moyer (1968), Samli 

(1977), Cavusgil (1985), Kumar, Stam, and Joachimsthaler (1994), Root (1994), Arnold and Quelch 

(1998), Craig and Douglas (2005), Sakarya, Eckman, and Hyllegard (2007) and Johansson (2009). This 

type of approach creates a framework for a supported and formalized decision making process that 

allows the decision maker to have a structured market selection process that guides her through each 

decision (Andersen and Buvik 2002).   

However, the market estimation research presents a wide variety of systematic methods that we now 

discuss. Samli (1977) proposed a multiple factor index to measure total potential demand for Eastern 

European countries. In order to estimate consumption values inexistent in those markets, the author 

created a “Quality Index” based on the rate of development and quality of life. The values obtained from 

the index are adjusted based on the American market size, to the size of each market and consumption 

is extrapolated. Papadopoulos and Denis (1988, p.42) stated that the redundancy of many of the indi-

cators used is one major drawback of the method. Another weakness is the extrapolation of consumer 

behavior, which discards the effect of contextual factors (Moyer 1968; Douglas and Craig 2011). To 

address this problem, Lindberg (1982) created a model based on macro-economic factors which looked 

to show a relationship between relative demand and the level of saturation in a market. Lindberg’s model 

is of difficult applicability since it requires information that is not normally available, especially in emer-

gent countries.  

Due to the complexity of foreign market analysis it is advised to have the market selection process 

divided in phases. For that reason, the most used model in the literature is the sequential approach with 

three stages, adopted by Cavusgil (1985), Samli (1977), Papadopoulos and Denis (1988), Kumar, Stam, 

and Joachimsthaler (1994), Root (1994), Koch (2001), Cavusgil (1997), Arnold and Quelch (1998), 

Sakarya, Eckman, and Hyllegard (2007) and Johansson (2009). The three-stage approach begins with 

the “preliminary screening” which is a general assessment of each country’s market attractiveness, 

based on macro-level factors. The countries that do not pass this step are excluded from the analysis. 

The remaining countries go to the “in-depth screening” stage to assess each market’s potential, ideally 

down to a specific market segment if possible. After this stage more countries may be excluded, which 

results in a smaller list for the “final decision”. The last stage assesses the company’s sales potential on 

each foreign market, based on the firm’s objectives, resource constraint and internationalization strat-

egy. This method has many advantages when compared to all the other models presented. The first 

selection stage allows the reduction of time spent on market selection, since less-attractive countries 

will not move to the in-depth screening which is a time-consuming phase. The method also allows for 

the analysis of a higher number of countries since the preliminary screening uses secondary data which 

is often readily available and free of charge in platforms like the World Bank or the United Nations (Root 

1994). 

2.2.2. International Market Selection Factors 

Before initiating the in-depth study, the market estimation models need to be categorized since the 

model’s objective influences the factors used. The market estimation literature can be organized in two 
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categories: product specific and country specific. The main difference is the factors used in the prelimi-

nary screening: country specific models only analyze general macro-level factors, while product specific 

models also analyze industry macro-level factors. By having a product orientation, the product specific 

models analyze product/market segments, resulting in the analysis of two variables that the company 

has to combine. In the country specific there is only one variable — the countries — with the product as 

a fixed variable. Cavusgil (1985), Samli (1977) and Johansson (2009) are examples of country specific 

models. For product specific models we can refer to Moyer (1968), Lindberg (1982), Root (1994), Kumar, 

Stam, and Joachimsthaler (1994) and Craig and Douglas (2005).  

All authors agree that each model’s factors should be adapted by companies to factors that better rep-

resent its industry characteristics and long-term strategy. Moreover, Root (1994, p.60) explained “man-

agers should choose as indicators those economic/social statistics that most closely match the con-

sumer/user profile of the candidate product”. Given this context-dependent feature of international mar-

ket selection, the literature identifies a wide variety of factors. Some authors have used different ap-

proaches from the three-stage sequential approach, as is the case of Moyer (1968), Samli (1977), 

Lindberg (1982) and Craig and Douglas (2005). We nonetheless mention them, since the main objective 

of this section is the identification of factors. Moreover, the researchers that have used the sequential 

approach do not agree on the factors that should be used.  

We decided to organize this chapter presentation in the context of the three-stages model. Therefore, 

the factors identified in the literature will be introduced in one of the stages of the model according to 

the criteria they want to evaluate. The factors we will introduce will be presented by group and will not 

be fully detailed since the indicators and formulas of calculus are context dependent. In the present text 

indicator is used to refer to different type of data that can be used to analyze a factor (e.g. population 

indicator to analyze demographic factor). Therefore, this presentation aims at explaining the need iden-

tified in the literature for each group of factors, as well as the direct and indirect meaning that can be 

interpreted. 

2.2.2.1. Preliminary Screening Stage 

We begin by presenting the most common factors used in the preliminary screening stage. The use of 

macro-level factors in this stage has been a widespread practice in the international market selection 

literature (Cavusgil 1985; Root 1994; Kumar, Stam, and Joachimsthaler 1994; Craig and Douglas 2005; 

Johansson 2009). Douglas and Craig (2011, p.152) explain that “there is ample evidence that macro-

environmental factors exert influence on underlying consumption values and behavior”. To understand 

a country’s market specificity and consumer patterns, the decision maker must first comprehend its 

demographic, physical, economic, political and social environments, since they condition individual and 

collective behavior. 

Douglas and Craig (2011) presented the following group of factors: 

- The physical environment is one of the basic conditioners of human behavior which influences 

most decisions, from food consumption to garment choice; 

- The demographic environment presents the total potential demand of the market and its growth; 
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- The economic environment conditions consumers, e.g. in terms of their buying power, but also 

companies’ operations in national and international markets; 

- The social/cultural environment is a main influencer of consumer patterns, moreover it is specific 

to each country and one of the more difficult factors to measure in a representative way; 

- The political environment has a major impact on industry’s regulation and conduct, but also on 

the population’s social conditions that dictate consumer behavior.  

Even though these factors are being presented separately, they are interconnected. Therefore, the de-

cision maker’s know-how allows her to critically analyze and interpret international market selection 

results (Cavusgil 1985; Root 1994).  

Since this phase is performed at a more macro-level, there is a harmony in terms of the factors cited in 

the literature. In particular, demographic, economic and social/cultural environment factors are stated in 

all the authors we previously mentioned. The reason for this coincidence is that all authors developed 

their models for export companies. However, authors differ on the products and consequently custom-

ers. For example, Root (1994) presented an “International Trade” category and “Product Specific” cate-

gory that takes into account consumer/user profile, market size, level of competition and other factors. 

Since the objective of the next stage is assessing the market potential, that takes into account all these 

factors, they will not be presented now, but will be included in the next phase as the other authors did.  

In the literature, it is not common to present a list of indicators since they will depend on each firm’s 

context. However, there are indicators that are widely accepted for the factors previously mentioned. A 

fuller description of indicators measured in each of the previous factors is presented on table A1 (in 

appendix A).  

2.2.2.2. In-depth Screening Stage 

After market attractiveness has been calculated, more information is needed to measure target market 

potential in the in-depth screening stage. Generally, in this stage the factors analyzed are: con-

sumer/user profile, market potential and trade barriers (Cavusgil 1985; Kumar, Stam, and 

Joachimsthaler 1994; Johansson 2009). In order to perform this market analysis, potential consumers 

need to be understood. Since consumption is shaped by contextual factors at the macro- and micro-

levels, contextual factors determine values and attributes which create consumer segments across and 

within countries (Douglas and Craig 2011). This highlights the need to not only consider macro-level 

factors in the in-depth screening, but also micro-level and situational factors, which has not been a 

widespread approach in the literature. For example, Root (1994) in this phase only considers market 

factors, however his three-stage model is preceded by a phase of “Product Screening” where consumer 

characterization has been made — however, this is done based on domestic market consumers which 

is biased, since one cannot assume that customers in different countries will have the same needs 

(Moyer 1968). Authors like Cavusgil (1985), Kumar, Stam, and Joachimsthaler (1994), Craig and 

Douglas (2005), Johansson (2009) considered not only macro and micro-level factors, but also industry 

and product specific indicators. 

The main factor in the in-depth screening phase is market potential, which depends upon current market 

size, market growth rate, future market size and level of competition. Market size is a key factor since 
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companies will look to invest in larger markets because they may bring a greater return (O’Farrell and 

Wood 1994); the market’s growth rate will also determine market potential, especially when a country’s 

total potential demand, i.e. population, may not be growing very fast. Yet, the growth rate of a specific 

market segment conveys a segment’s potential (Douglas and Craig 2011). The level of competition can 

be measured by the indicators of number of competitor and their market share. On one hand a market 

where a small number of domestic companies operate signals a mature market that is more difficult to 

enter. On the other hand, a high number of players with small market shares reveals a more attractive 

market, especially if foreign firms have already successfully entered (Johansson 2009). Limits to trade 

allow to understand the openness of the country to a given product, company or country. It can be 

measured by tariff levels, quotas, as well as preferential treaties that each country may have.  

In table A2 (in appendix A) we present a list of indicators for each of factors identified for the in-depth 

screening, as the most cited ones.  

Van and Goolsby (1987) presented the factors most valued by exporters when performing international 

market selection and concluded that, regardless the industry, the decision maker considered that market 

potential, level of competition, and export restriction were indispensable factors to identify country-seg-

ments. Other factors like political environment, economic and technological advances and legal envi-

ronment, vary in terms of importance according to the industry in which the exporting company operates. 

Kumar, Stam, and Joachimsthaler (1994) highlight these findings, in line with Cavusgil's (1985) re-

search. 

Depending on the industry, in the in-depth stage we can also evaluate operational factors such as the 

availability of intermediaries, regional and local transportation facilities, the availability of manpower and 

raw material and other aspects (Cavusgil 1985; Root 1994; Craig and Douglas 2005). This analysis will 

be valuable in the next stage where costs for every step of the new supply chain are calculated. 

2.2.2.3. Final Decision Stage 

Finally, we present the factors that are most used in the final decision stage. Most authors agree that in 

this stage the company’s sales potential and profitability play a very important role (Cavusgil 1985; Root 

1994; Kumar, Stam, and Joachimsthaler 1994; Johansson 2009). To compute sales potential and prof-

itability, the decision maker must consider sales forecasting, landed cost, distribution cost, and any other 

country specific factor that may determine profitability. Export costs are a major component of a market’s 

profitability, since it impacts the product’s final price. Moreover, different destinations will have different 

landed cost. Therefore, the decision maker can even consider sourcing the product at different origins. 

Another aspect is cost of internal distribution, dependent on national infrastructure. This factor can de-

termine a firm’s entry mode decision. In table A3 (in appendix A), we present a list of indicators for each 

of factors identified for this stage. Kumar, Stam, and Joachimsthaler (1994) and Johansson (2009) sug-

gest that the final decision process should be supported on the company’s objectives, resource con-

straints, and internationalization strategy to create a ranking system. Root (1994) proposes a matrix 

system that also takes into consideration the entry mode strategy since this will influence the company 

profitability.  
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Our overview of market selection literature allows us to conclude that the most supported model in the 

literature is the three-stage sequential model. We identified that most researchers agree on the objective 

of each stage of the model, but disagree on the factors used. Therefore, there is not a standard three-

stage sequential approach in the literature. This fragmented literature is a result of the context-depend-

ency nature of international market selection. 

Cavusgil (1997), Arnold and Quelch (1998) and Sakarya, Eckman, and Hyllegard (2007) all agree that 

the traditional market selection factors present some limitations in their applicability for emergent mar-

kets analysis. One major limitation is these markets lack of readily available statistical data. This limits 

the usability of traditional market selection models in the analysis (Moyer 1968; Cavusgil, Kiyak, and 

Yeniyurt 2004; Craig and Douglas 2005). In order to analyze the veracity of this statement we must first 

introduce the concept of emergent markets. This will conduct the selection of emergent market factors, 

which will be presented in the next chapter.  

2.2.3. International Market Selection for Emergent Markets 

In this section, we first present the definition of emergent markets followed by a review of the factors, 

presented in the previous section. We evaluated the correlation of the factors from the previous section 

to the analysis of emergent markets. The emergent market definition supported this evaluation by provid-

ing the characteristics that define these markets. After, we reviewed the market selection theory of 

emergent markets to verify if the selected factors are being used in the theories. This review also un-

covers other factors that are being used in the analysis of these markets. Finally, we obtained the factors 

selected for the international market selection of emergent markets. 

2.2.3.1. Definition of Emergent Market Concept 

The emergent markets concept was created in the 1980s by the International Finance Corporation — a 

member of the World Bank Group — to characterize countries which were still developing, yet their stock 

markets were evolving and developing the features of a mature stock market from a developed country 

(Nellor 2008). At the time the term replaced concepts like “developing countries”, “less developed coun-

tries”, “third world countries” and others (Arnold and Quelch 1998; Sakarya, Eckman, and Hyllegard 

2007). Currently, this term does not have an established definition. Consequently, it is measured differ-

ently by different financial institutions. Such is the case of Standard & Poor’s — which took over the 

International Finance Corporation measurements of emergent markets — and the Russel Index of Coun-

try Classification (Standard & Poor’s 2018; FTSE Russell 2019). Both Standard & Poor’s and Russel’s 

Index, in their measurements, analyze economic, market and regulatory environments, amongst other 

factors that assess market’s stability and freedom in the stock markets. 

Likewise in the literature there is not a standardized definition of emergent markets (Nakata and 

Sivakumar 1997; Sakarya, Eckman, and Hyllegard 2007). Nevertheless, there are common character-

istics that are used to define it. As Nakata and Sivakumar (1997) explained, the definition of “less de-

veloped countries” given by Samli and Kaynak (1984) is an accepted one. Samli and Kaynak (1984) 

defined them as countries with rapidly growing population with low levels of income per capita, which 

are built on an agrarian economy with a low rate of economic growth. The emergent markets have a 

http://www.worldbank.org/
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defining characteristic that grants them the term emergent. That is a long-term market growth potential, 

based on a rapidly growing population with an increase in purchasing power derived from an increasing 

economic freedom (Cavusgil 1997; Nakata and Sivakumar 1997; Arnold and Quelch 1998; Sakarya, 

Eckman, and Hyllegard 2007; Freeman and Sandwell 2008; Kvint 2009). The emergent markets defini-

tion we use in the present work is the same adopted by Nakata and Sivakumar (1997, p.463) of “less 

developed countries with indications of healthy economic advancement”. Cavusgil (1997), Arnold and 

Quelch (1998) and Kvint (2009) also added the dimension of political transition, e.g. end of dictatorship, 

which conducted an economic and social transition. Unlike the previously mentioned institutions, in the 

literature the factors that characterize emergent markets are of macroeconomic nature and look to as-

sess a country’s economic development — e.g. average gross domestic product (GDP) per capita — 

and its pace — e.g. GDP growth rate. Also, many authors also consider markets’ governance model, as 

well as their stability and freedom (Arnold and Quelch 1998; Sakarya, Eckman, and Hyllegard 2007). 

2.2.3.2. International Market Selection Factors for Emergent Markets 

Based on the research developed in previous section we analyzed if there were factors that were only 

used in the analysis of emergent markets. This analysis allowed us to detect that some factors were 

only used in the analysis of emergent markets. This was deduced by the analysis of the model’s sample. 

These factors were only selected when a given theory analyzed both developed and emergent markets, 

and were not selected when a theory only analyzed developed countries. The models which analyze 

both markets were Cavusgil (1985), Root (1994), Craig and Douglas (2005) and Johansson (2009). In 

their models these researchers either do not specify a country sample and/or use examples of both 

developed and emergent markets. We concluded the factors that are required for emergent market 

analysis are risk factors, infrastructure factors and cultural distance factors. Cultural distance measures 

the psychic distance of a company’s home market to the new market (O’Farrell and Wood 1994). The 

risk factors are composed of factors that analyze political, legal and economic/financial risks. Infrastruc-

ture factors are composed of factors that analyze the country’s infrastructure. As Craig and Douglas 

(2005, p.93) explained this includes “physical transportation structure, the retail distribution network and 

the communication infrastructure, as well as the availability and cost of certain basic resources such as 

electricity”. These factor groups will be now presented in detail.  

The presentation begins with the examination of risk factor group. The political risk factor was defined 

as the analysis of political stability. As Johansson (2009) clarified, this examination should understand 

the likelihood of war, insurrection and terrorism, since all these factors have a direct impact in the eco-

nomic climate of a country. The legal risk seeks to understand trade barriers. It includes the analysis of 

trade block membership and tariff and non-tariff barriers, e.g. quotas, importing licenses, amongst others 

(Craig and Douglas 2005). A country’s attitude towards FDI, e.g. protectionist laws, depending on the 

researcher can be analyzed either as a political or legal risk. For Cavusgil (1985), Root (1994) and 

Johansson (2009) it is included as a political risk since it is a governmental position. For Craig and 

Douglas (2005), it should be included in the legal analysis since it presents itself as another barrier to 

international commerce, which is this category objective. In the present work a country’s attitude towards 

FDI was included in the political environment category since it was the only indicator in the legal category 

which was not product specific — see on table A1 (in appendix A). The last risk dimension is 
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economic/financial risk. This risk analysis is typically focused on a country’s currency stability. All re-

searchers agreed on the indicator which should be analyzed in this factor. It is currency exchange rate 

stability, since it reflects a country’s economic stability. For Cavusgil (1985) and Craig and Douglas 

(2005), it should also be analyzed the currency availability and control, and also the inflation rate. The 

researchers selected these additional indicators because they have a direct impact on a company’s 

profitability in the country.  

Cultural distance is a widely accepted indicator that is typically used in market entry decisions. This 

indicator is used in the analysis of both developed and emerging markets. Hofstede's (1991) work de-

fined culture as being composed of four dimensions: power distance, uncertainty avoidance, individuality 

and masculinity/femininity. It is the most used framework in the business literature to analyze cultural 

distance (O’Farrell and Wood 1994). However, Hofstede's framework has limited applicability since it 

does not present data for emergent and frontier markets (Cavusgil, Kiyak, and Yeniyurt 2004). There-

fore, some researchers, as is the case of Cavusgil (1985), Root (1994) and Johansson (2009), analyzed 

cultural distance only by examining similarities and differences in relation to company’s home market. 

Analyzing mainly the language, religion, ethnicity, social norms and other cultural considerations. Cul-

tural distance enables the understanding of aspects that dictate consumer behavior and expectations 

as well as business conduct in each country (Craig and Douglas 2005). All these aspects pose a risk to 

a company’s operations. Consequently Cavusgil, Knight, and Riesenberger (2017) included culture dis-

tance as another dimension of risk analysis. In the present work this will also be the approach, including 

culture distance as an indicator of the risk factor group. 

Infrastructure factors were only used by Root (1994), Craig and Douglas (2005) and Johansson (2009). 

According to Craig and Douglas (2005) the infrastructure factor group is composed of the following 

dimensions:  

- Basic infrastructure which examines the reach and availability of the electric system, piped wa-

ter system and sewage system; 

- Physical transportation structure which analyzes the sophistication of the distribution network 

and operators in the industry, researching the quality of roads and the percentage of paved 

roads or the third-party logistics industry in the country; 

- Retail distribution network which examines the commercial infrastructure, the number of retail 

stores and the street markets importance in the country; 

- Communication infrastructure which analyzes the existence of mobile telephones, television 

and computers per capita, as well as internet coverage in the country.  

The infrastructural aspects analyzed in each of the previous dimension will vary according to the industry 

in which the decision maker works. The indicators presented are examples and were the most cited by 

the researchers. 

The previous presentation of these factor groups allows us to understand that the factors purposed are 

in accordance with the definition of emergent markets. Emergent markets are characterized by eco-

nomic and political instability due to political transition. They present a higher political risk to the investor, 

when compared to developed economies. Therefore, a risk analysis in an indispensable factor in 
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emergent market analysis. Moreover, as Cavusgil, Knight, and Riesenberger (2017, p.230) clarified, 

these countries are “experiencing rapid industrialization, modernization”, which reflects the infrastruc-

tural development these countries are suffering. Infrastructural limitation directly impacts company’s op-

erations, in the limit, making it impossible for a company to operate in a market. 

Finally, we conclude that risk and infrastructural factors represent the key factors that must considered 

in the analysis of emergent markets. In the next chapter the study of emergent market factors is directed 

to models developed only for the analysis of emergent markets. This research allows us to verify if the 

selected factors are an accepted standard in emergent market analysis. Moreover, it will try to uncover 

more factors used in emergent market analysis. 

2.2.3.3. Factors in Emergent Market’s Selection Models  

In the literature we identified the following works as emergent markets models: Moyer (1968), Samli 

(1977), Arnold and Quelch (1998), Cavusgil (1997) and Sakarya, Eckman, and Hyllegard (2007). There-

fore, our analysis of the presence of previously identified factors in emergent markets models is focus 

on these models.  

Moyer's (1968) work presented a multiple factor index that addressed the context-dependent feature of 

international market selection and the lack of comparable data of emergent markets. This model is a 

product-specific approach that uses indirect factors — selected by intuition, experienced judgement, or 

statistical analysis — to measure a market’s potential (Papadopoulos and Denis 1988). Moyer did not 

include in his model any political or economic/financial risk indicators as well as infrastructure factors. 

Even though the author did not include a cultural distance indicator and legal risk factors, he alerted for 

their influence in the model’s outcome.  

Samli's (1977) work is focused on emergent markets and it looks to fill the gap in consumer purchasing 

data for emergent markets. It is based on the extrapolation of consumer behavior from the United States 

of America to the Eastern European markets. From the factors presented in the previous section, this 

model only included the infrastructure factors, which were the model basis. 

Arnold and Quelch (1998) presented a framework which assists decision makers in the internationaliza-

tion process. This model aids in several decision stages, from market selection and product policy to 

entry mode and timing. The framework presented a new marketing rationale that adapted the traditional 

assumptions in marketing selection to the emergent markets’ characteristics. The model is based on the 

three-stage sequential approach, though the preliminary screening stage has a different end goal. Ar-

nold and Quelch’s approach differs from the sequential model in the time frame, since it is a long-term 

assessment.1 For the other two stages of the three-stage model, the authors proposed the same ap-

proach as the three-stage sequential model. Arnold and Quelch's (1998) model does not initially dis-

criminate by political or economic risk, but rather focuses on the long-term potential. However, Arnold 

and Quelch (1998, p.10) reinforced that “despite the long-term attractiveness of emergent markets, there 

 
1 To assess a market’s long-term potential, Arnold and Quelch’s (1998) model takes into account the country’s population and its 

expected growth, as well as GDP per capita in emergent markets and the country’s GDP adjusted to the Purchasing Power 
Parity (PPP) level. The first two factors capture the long-term increase in consumers the market is likely to experience, and the 
last two represent the market’s relative stage of economic development. 
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are reasons to delay entry”. The authors cited the political, economic instability and legal risks as key 

reasons for delaying entrance in these markets. Moreover, Arnold and Quelch (1998, p.9) highlighted 

the difficulties of a basic marketing infrastructure in these markets since there are “nonexistent or poorly 

developed distribution system, relatively few communications channels and a lack of regulatory disci-

pline”. The researchers believe that a short-time assessment based on risk factors can exclude coun-

tries. This can happen particularly for emergent markets, which in the near future are not as attractive 

as developed markets. They justify the exclusion of these factors from the market selection model be-

cause of emergent market’s lack of readily available statistical data. However, we believe that the ab-

sence of information should not result in the exclusion of factors from the analysis. Moreover, there are 

other ways of obtaining information, depending on the factors, it can be from market research firms, 

trade fairs or even local visits (Cavusgil 1985). Additionally, Arnold and Quelch (1998) recognize that 

risk factors are indispensable in the analysis and introduced them as part of the final decision of coun-

try’s entering timing.  

Cavusgil (1997) developed the Market Potential Index framework to guide decision makers in the cal-

culation of emergent markets’ attractiveness. In the model the factors are combined to calculate a coun-

try’s overall market opportunity index, providing an aggregate measure of attractiveness (Cavusgil, 

Kiyak, and Yeniyurt 2004). The author developed a ranking model which quantifies and rates countries, 

allowing a comparative analysis between emergent markets (Sheng and Mullen 2011). The factors used 

were defined by the author, from the viewpoint of western decision makers, as the necessary to measure 

emergent markets overall attractiveness (Sakarya, Eckman, and Hyllegard 2007). It used thirteen indi-

cators to evaluate seven factors: market size, market growth rate, market intensity, market consumption 

capacity, commercial infrastructure, economic freedom, and market receptivity (Cavusgil 1997). Weights 

were attributed to each factor to convey its importance in the overall attractiveness. The weights were 

calculated by a Delphi process performed with international business professionals and educators. Ca-

vusgil (1997) model’s sample used 23 of the 25 countries present in The Economist’s list of emergent 

countries, excluding two countries due to data unavailability. The framework developed is a general 

measure of overall attractiveness. Consequently, it is only applicable to the preliminary stage, the first 

stage on the previously mentioned three-stage sequential model (Cavusgil, Kiyak, and Yeniyurt 2004). 

Cavusgil recommends the other two stages of the three-stages model to be based on Cavusgil's (1985) 

work. Cavusgil’s (1997) work provided a ranking framework that allowed emergent markets to be com-

pared for the first time, in a simple and systematic way. This framework extended Cavusgil's (1985) 

model to the emergent markets, and addressed the main problem identified in the emergent market’s 

literature — the lack of comparable statistical data — by providing a reference of indicators that could 

be used to evaluate these markets. The model contributed with a simplification of the complex process 

of evaluating emergent markets by creating a framework that can be easily customized (Cavusgil, Kiyak, 

and Yeniyurt 2004).  

Cavusgil’s (1997) only included the infrastructure and legal risk factors in his model. The infrastructure 

examination included the analysis of the physical transportation structure, retail distribution and com-

munication infrastructure. Cavusgil (1997) recognized the need for indicators of commercial, monetary, 

and political risk which were later introduced in the Cavusgil, Kiyak, and Yeniyurt (2004) model. The 
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analysis of cultural distance was absent from both Cavusgil's (1997) and Cavusgil, Kiyak, and Yeniyurt's 

(2004) models. 

Lastly, Sakarya, Eckman, and Hyllegard (2007) presented a market selection model for emergent mar-

kets which also recommends the sequential three-stage model. However, in order to evaluate emergent 

markets dynamism and future market potential, it introduced four criteria prior to the preliminary screen-

ing stage. Based on Arnold and Quelch's (1998) model, the authors proposed the long-term market 

potential previously presented. A competitive analysis of the industrial sector based on Porter's (1990) 

work is also included. To measure cultural distance, they used Hofstede's (1991) cultural dimensions, 

using Kogut and Singh's (1988) formula, however this formula has received criticism. Sheng and Mullen 

(2011, p.178) tested the index and concluded that it “is not a significant strong predictor for either total 

exports or exports in any of the industries studied”. Cavusgil, Kiyak, and Yeniyurt (2004) highlighted, 

Hofstede's (1991) work has limited applicability since it does not provide data for emergent markets. 

Hofstede has continued to update his work, adding new dimensions and countries. However, many of 

the frontier countries are still not included.  

The fourth criterion is a new dimension that is introduced by Sakarya, Eckman, and Hyllegard (2007) in 

the emergent market literature: customer receptiveness to the foreign product and industry. Traditional 

market selection models have considered customer receptiveness only in the in-depth screening phase. 

The exception is Johansson (2009), who also introduced a new stage to the three-stage model, in which 

customer receptiveness is considered. Cavusgil (1997) included a market receptivity factor in his model, 

which captures market restrictions to trade based on general export data but does not provide product-

specific data, i.e. actual customer receptiveness to a product. Sakarya, Eckman, and Hyllegard (2007, 

p.220) proposed a survey to study “host country customers’ views on the impact of the specific foreign 

business activity on economic and social development, their acceptance of its products/brands, as well 

as their perceptions of its offers with respect to local and other foreign businesses in the same industry”. 

This addition seeks to introduce a product receptiveness analysis, basically a product risk analysis in 

the market, complementing the risk assessment of economic and political factors that the author recom-

mends in the next stage, the preliminary screening stage. However, this indicator can only be opera-

tionalized under specific condition. It requires a lot of resources to conduct a survey in multiple countries. 

Also, its feasibility depends on sample size. Nevertheless, we consider this would be a relevant indicator 

to include in the in-depth stage, which is a product specific phase, and where a company has eliminated 

some countries and has a more manageable sample to analyze in detail.  

Next, we present two works which are outside of the previous model’s rational, three-stage sequential 

models for market analysis, but nevertheless make a relevant contribution to the present research on 

emergent markets factors. 

Khanna, Palepu, and Sinha (2005) identified the absence of institutional intermediaries — specialized 

intermediary firms and regulatory systems — in international market selection models as the reason 

why companies often target the wrong countries. According to Khanna, Palepu, and Sinha (2005) insti-

tutional intermediaries analysis includes the analysis of political and social system, openness of the 

country for FDI, product market, labor market and capital market. Khanna, Palepu, and Sinha (2005) 
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explained that this analysis is especially important in emergent markets, which normally have an unde-

veloped, or even absent, infrastructures of “auxiliary institutions together with ineffective regulatory sys-

tems and contract-enforcing mechanisms” (Douglas and Craig 2011, p.157).  

Khanna, Palepu, and Sinha (2005) argue that an international market selection model should first focus 

on the analysis of these institutional intermediaries. Only after this first selection stage a company should 

focus on the analysis of industry specific factors. Craig and Douglas (2005) were the only researchers, 

in the ones previously presented, which mentioned all the “soft” infrastructure Khanna, Palepu, and 

Sinha (2005) recommend in their model. Douglas and Craig (2011, p.157) present an interesting exam-

ple of the impact of these “institutional voids” on the rural areas of emerging markets countries:  

“Product and market regulations are often poorly developed or followed, and more importantly are enforced 

locally. Inefficient judicial systems and variability from one location to another mean that there is consider-

able uncertainty about contracts with distributors, as well as regulation relating to retail price maintenance, 

product or brand counterfeiting promotion or advertising claims and other deceptive practices.” 

Typically companies in developed countries do not understand the importance of this “soft” infrastructure 

in their business, consequently do not consider them in the analysis of emergent markets (Buckley and 

Ghauri 2015). Khanna, Palepu, and Sinha (2005) referenced McKinsey 2004 Global Survey of Business 

Executives that analyzed senior managers priorities in international market selection. In this survey 61% 

said that market size and growth was their primary concern, 17% prioritized political and economic sta-

bility as the main concern, and only 13% prioritized the institutional context. 

Ghemawat (2001) presented an international market selection framework with a different perspective, 

by performing a bilateral analysis of the factors. It steers away from the classical models used whose 

focus is the economic dimension. Instead Ghemawat (2001) focus is on risk and costs analysis 

(Ghemawat 2018). For Ghemawat (2001), this analysis can be performed by the qualitative analysis of 

the cultural, administrative/political, geographic and economic distances between the company’s home 

country and the countries in analysis. This framework is called the CAGE distance framework, the name 

derived from the four dimensions it analyzes. The analysis of the distance experienced between the 

company’s environment, the product’s environment and the target markets environment allows a bilat-

eral analysis of each factor (Ghemawat 2018). Unlike, all the previously mention works which presented 

an unilateral analysis of countries attributes. Instead of treating countries as independent objects, this 

model builds on the notion that countries “should be treated as nodes embedded in a network at varying 

distances from each other” as Ghemawat (2001) explained.  

The review of factors used in models, developed for both developed and emerging markets, allowed us 

to conclude that the two factors — infrastructure and risk analysis — identified as specific for emergent 

market analysis presented different levels of support in the literature. Also, we identified that no model, 

developed for emergent market, had the third stage adapted for emergent market selection.  

From the risk group factor was the most supported factor — in particular political, legal and economic/fi-

nancial risk indicators. These indicators were used by all the researchers reviewed, except by Samli 

(1977). This absence can be explained by the paper focus. Some researchers, like Moyer (1968) and 

Arnold and Quelch (1998), did not use risk factors in their models but still acknowledged their impact in 
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the model’s outcomes. Consequently, we can conclude that the risk group factor is an indispensable 

group which needs to be considered for emergent market analysis in the preliminary screening. How-

ever, the preliminary screening is not product specific, and the trade barrier analysis needs to take into 

consideration the product restrictions. Therefore, the trade barrier analysis can only be performed in the 

next stage, since this is product specific. 

The long-term market analysis proposed by Arnold and Quelch (1998) is a specific indicator of the eco-

nomic factor group in the preliminary screening phase. This indicator is not specific of emergent markets 

since it is cited in most international market selection literature. However, it is particularly important for 

emergent market analysis since they present a bigger future growth potential than developed countries  

(Arnold and Quelch 1998; Moyer 1968).  

The infrastructure group factor was the second most mentioned group factor. The infrastructural factors 

were the basis of some models, like Samli's (1977) model. However, they were absent from the most 

cited model, Cavusgil's (1985) work. This absence was addressed in Cavusgil's (1997) model, which by 

being developed solely for emergent markets, featured the infrastructure group factor. Arnold and 

Quelch (1998) acknowledged the impact of infrastructure factors on the model’s outcomes, even though 

they did not use these factors. Khanna, Palepu, and Sinha (2005) work expanded the notion of physical 

infrastructures, as a limiting factor in company’s operation in emergent markets, to the notion of institu-

tional infrastructures as the limiting factor. This was a disruptive perspective on international market 

selection for emergent markets. Therefore, the institutional infrastructures identified by Khanna, Palepu, 

and Sinha (2005), as well as physical infrastructures, will be included by us as factors specific of emer-

gent market analysis in the preliminary screening stage. 

In the emergent market’s literature, cultural distance was the least used. Most of the researchers rec-

ommend an analysis of cultural distance, without formulas, based on the analysis of distance in terms 

of language, religion, ethnicity, social norms and other cultural considerations. Therefore, we include 

cultural distance as a required indicator for emergent market analysis in the preliminary screening 

phase. 

We have now ended the review of the factors and models used in the analysis of emergent markets. 

However, the present work focus is the identification of the factors used in the analysis of frontier mar-

kets. Consequently, in the next section we review the factors and models developed for the analysis of 

frontier markets. We also analyze the fitness of factors identified in this chapter in the analysis of frontier 

markets.  

2.2.4. International Market Selection for Frontier Markets 

In this section, we first presented the definition of frontier markets, followed by a review of the factors, 

presented in the previous section. We evaluated the correlation of the factors from the previous section 

to the analysis of frontier markets. The frontier market definition supported this evaluation by providing 

the characteristics that define these markets. It also assisted in the research for new factors for frontier 

market analysis. Finally, we obtained the factors selected for the international market selection of frontier 

markets and presented a framework for international market selection of frontier markets. 
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2.2.4.1. Definition of Frontier Markets Concept 

Due to the heterogeneity of countries that were considered under the emergent markets label, the In-

ternational Finance Corporation developed the concept of frontier markets to organize them. Frontier 

markets are, essentially, a sub-set of emergent markets, as it describes countries that have markets 

which are smaller and less liquid than their counterparts. Frontier markets may also present more insta-

bility, but present greater future opportunities (Nellor 2008). The sub-Saharan African markets are char-

acterized as frontier markets by Standard & Poor’s and Russel’s Index. 

In recent times, both emergent and frontier markets have experienced profound changes. Many of the 

traditional emergent markets have now superseded the concept. Markets like Israel or Hong Kong were 

in the emergent markets category in the 1980s, however nowadays they are largely considered devel-

oped economies (Cavusgil 1997; GlobalEDGE 2018a). In Africa, the only emergent market identified in 

the 1980s was South-Africa (Nellor 2008). Currently, institutions as well as researchers have added 

more frontier markets, like sub-Saharan markets such as the Democratic Republic of Congo, Ivory 

Coast, Ethiopia, Ghana, Nigeria, amongst others, to the emergent markets list (GlobalEDGE 2018a; 

Standard & Poor’s 2018; FTSE Russell 2019). 

2.2.4.2. Factors in Frontier Market’s Selection Models 

In the literature we did not identify an international market selection model developed only for the anal-

ysis of frontier markets. Given that frontier markets are a sub-set of emergent markets, the models 

developed for the analysis of emergent markets may also be used in the analysis of frontier markets. 

From the emergent market models previous presented, only one model had in its sample frontier mar-

kets. This model was Cavusgil's (1997) model. When it was developed it focused only on the analysis 

of emergent markets, however through the years it extended its reach and now analyzes developed, 

emergent and frontier markets (GlobalEDGE 2018a). 

In this section we analyze the fitness of the previous identified emergent markets factors in the analysis 

of the frontier markets. Additionally, we took into consideration the characteristics of frontier markets 

and uncover new and more specific factors and indicators for the analysis of frontier markets. This last 

analysis is supported on the most recent work of Craig and Douglas (2005), Johansson (2009) and 

Cavusgil, Knight, and Riesenberger (2017) which analyzes frontier markets’ characteristics. 

First, we will analyze the suitability of the risk factor group in the analysis of frontier markets. Typically, 

frontier markets present a moderate to high country risk, whereas emerging markets typically present 

moderate country risk, according to Cavusgil, Knight, and Riesenberger (2017). Country risk included 

political, legal and economic/financial risk. Cavusgil, Knight, and Riesenberger (2017) and Johansson 

(2009) consider indispensable the analysis of country risk level in frontier markets analysis. For this 

reason, Johansson (2009) suggests that the country risk analysis should be the predecessor step of an 

international market selection model, in frontier market analysis. This is the principal factor commanding 

the selection, deciding if a country should be analyzed or be excluded before the analysis begins, be-

cause the risk was considered too high by the company standards. In frontier markets, like African mar-

kets, political stability has be a recurrent problem, but now also terrorism has become another 
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contributing factor. For example, Boko Haram in Nigeria (Craig and Douglas 2005). Therefore, we can 

conclude that country risk must be included in frontier markets analysis. 

The currency control executed in nonconvertible currencies2 is a risk that characterizes frontier markets 

currencies and does not affect convertible currencies, normally used in emergent or developed coun-

tries. This is a known problem in frontier markets which must protect against capital flight3. In Angola 

since 2014, when the price of oil decreased and the country experienced a domestic crisis, there were 

restrictive controls on the country’s currency to avoid “capital flight”. According to Cavusgil, Knight, and 

Riesenberger (2017), in frontier markets’ analysis, the economic/financial risk group should also analyze 

the type of currency. Therefore, in frontier markets economic/financial risk includes the analysis of sta-

bility of exchange rate, currency type, currency availability and control, and also the inflation rate.  

The emergent markets are also becoming attractive markets for exporting or FDI, because of the reduc-

tion in trade barriers and FDI barriers, allied to industrialization of the economy, increase in living stand-

ards and increase in the size of middle-class. Unlike their counterparts, the frontier markets still present 

high barrier (Cavusgil, Knight, and Riesenberger 2017). Therefore, the legal risk factors are necessary 

indicators in their analysis. These high barriers can be explained by protectionism. Typically, the gov-

ernment in these countries either have direct participation in the market, for example with state-own 

enterprises, or by applying protectionist barriers to trade to protect the countries industry and market 

(Johansson 2009; Cavusgil, Knight, and Riesenberger 2017). Normally, in developed economies the 

markets are liberalized, and governmental intervention is more contained. In emergent markets a pro-

cess of privatization and promotion of new, privately owned businesses have allowed the attraction of 

FDI (Cavusgil, Knight, and Riesenberger 2017).  

Also, trade barriers remain an indispensable indicator in frontier market analysis. There are a variety of 

trade barriers a country can use to undermine the intervention of foreign companies in its economy, 

depending on the country’s context. They can be tariffs to protect the infant industry in the country which 

cannot compete with players from other, particularly developed economies. Tariffs on imported products 

will typically result in an increased sell price for foreign products. Also, quotas which are quantitative 

import restrains which a country can use, for example in a given crop, to lead the consumers to buy it 

from the local farms (Cavusgil, Knight, and Riesenberger 2017). In terms of FDI barriers, as Cavusgil, 

Knight, and Riesenberger (2017, p.204) explained, there are ownership restrictions which “limit the abil-

ity of foreign firms to invest in certain industries or acquire local firms”.  

Cultural distance remains a relevant factor in the analysis of frontier markets, since it is a measure of 

cultural risk. Additionally, Samli, Still, and Hill (1993) and Cavusgil, Knight, and Riesenberger (2017) 

highlighted that frontier markets are characterized for being multilingual, multinational and multicultural, 

contrasting with developed countries which present a single language and nationality. Therefore, frontier 

 
2 There are two types of currencies: convertible currencies which can be easily exchanged in the market, e.g. British pound, 

European euro, Japanese yen, and American dollar; and nonconvertible currencies which cannot be exchanged in the market 
(Cavusgil, Knight, and Riesenberger 2017).  

3 As Cavusgil, Knight, and Riesenberger (2017, p.264) explained capital flight is defined as “the rapid sell-off by residents or 

foreigners of their holdings in a nation’s currency or other assets. This usually occurs in response to a domestic crisis that 
causes them to lose confidence in the country’s economy”. 
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markets countries should not be considered as one market limited by its physical borders since, unlike 

developed countries, they are not culturally homogeneous. We can conclude that frontier markets also 

present cultural distances inside the country. As Johansson (2009, p.72) highlighted, in negotiations it 

is important to know “something about the cultural background of the opposite partner”. In Nigeria the 

researcher gives the example of war between ethnic groups Ibos and Hausas. However, this level of 

detailed analysis is better suited for the final decision stage and not the preliminary screening stage. 

Frontier markets generally have inadequate infrastructures, contrasting with the improving infrastructural 

developments of emerging markets (Cavusgil, Knight, and Riesenberger 2017). Infrastructural defi-

ciency is one of the main constraints in frontier markets selection, since many of the countries do not 

have functioning basic infrastructures, e.g. electric network, piped water. For manufacturing industries 

these are limitations that make a country’s selection unfeasible. Distribution networks are also underde-

veloped. Cavusgil, Knight, and Riesenberger (2017, p.245) presented the case of Tata Chemicals which 

“had to build its own road and railway infrastructure in Africa to support the firm’s operations there”. For 

companies which do not seek to invest in the country, countries that are large have the additional inhib-

iting restriction of physical geography. In Nigeria it is difficult and costly to reach the population in rural 

areas outskirts (Craig and Douglas 2005). We can now understand that all infrastructural indicator pre-

viously presented are imperative in the analysis of frontier markets. Moreover, depending on the industry 

they can be eliminatory factors. It is important to clarify that one should not assume, in frontier markets, 

that a country which has an underdeveloped basic infrastructure will necessarily have undeveloped 

communications infrastructure. As Subrahmanyan and Gomez-Arias (2008, p.407) explained “newer 

technologies, like mobile phones, computers and the Internet, are spreading faster than did older ones 

like the electrical grid and telephone landlines. Some reasons for this are: opening of markets to com-

petition, ability to leapfrog rather than build on old technologies, new systems requiring few highly qual-

ified people to maintain and easier maintenance”. 

Typically, frontier markets can be identified by their agrarian economies, contrasting with the emerging 

markets which have economies based on the manufacturing and services sectors. Typically, frontier 

markets economy depends on the agriculture and commodities sectors (Cavusgil, Knight, and 

Riesenberger 2017). These are sectors that provide little basis for creating wealth. Therefore, the ma-

jority of their populations have very low incomes. Prahalad and Hart's (2002) work presented the term 

bottom of the pyramid. If a country’s population was divided in a pyramid based on its income, the richest 

would be at the top, the middle-class in the middle and the poor would be at the bottom. The term bottom 

of the pyramid defined the people in a country which lived with less than two dollars per day. Typically, 

frontier markets have a small or nonexistent middle-class, therefore most of the population can be in-

cluded in the bottom of the pyramid category. This contrasts with emergent market’s growing middle-

class, as a result of the countries’ industrialization and the economic growth it brings (Cavusgil, Knight, 

and Riesenberger 2017). The size of middle-class is a well-accepted indicator that measures a country’s 

economic development. It is also used to indirectly study the presence of the bottom of the pyramid 

class in a country. Therefore, we maintain the size of middle-class as an indicator in frontier market 

analysis. 
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Also, researchers typically use the middle-income class income as the average consumption capacity 

of the population in the country — see Cavusgil's (1997) model. Frontier countries have high income 

inequality, so this indicator would not provide a real estimate. Therefore, we must also consider the 

income distribution in the country when analyzing frontier markets (Craig and Douglas 2005). For ex-

ample, Cavusgil, Knight, and Riesenberger (2017) used median income, instead of middle-class refer-

ence, because of the income distribution problem of frontier markets. Therefore, we substitute the indi-

cator of average income by the median income as the average consumption capacity. 

In the literature it is typically used classical income indicators, like GNI per capita, to compare income 

between different countries. However, this measure does not consider a country’s taxation structures or 

the price differences between countries (Cavusgil, Knight, and Riesenberger 2017). Therefore, it does 

not provide an accurate comparison between country’s incomes. Consequently, we must consider GNI 

with purchasing power parity (PPP). As Cavusgil, Knight, and Riesenberger (2017, p.241) explained, 

“adjustment of national income statistics for purchasing power equivalence results in significant adjust-

ments of apparent relative wealth, especially for emerging economies”.  

Another interesting aspect that we need to consider in the analysis of frontier markets is the contrast of 

urban and rural living. This is a problem in both emergent and frontier markets. In these markets there 

are contrasting economic developments in urban and rural areas. Typically, the urban areas have more 

developed economic infrastructures (Cavusgil, Knight, and Riesenberger 2017). Also, there is a higher 

concentration of the middle-class consumers (Douglas and Craig 2011; Cavusgil, Knight, and 

Riesenberger 2017). In the rural areas the population typically farms their own food, being mostly an 

agriculture of subsistence (Craig and Douglas 2005). In good farming years can even sell the excesses 

in the local market. Therefore, the typical tools used to measure income will not have the ability to 

estimate the income of rural areas, and will translate better the income of urban areas (Douglas and 

Craig 2011). Therefore, we focus on all steps in the frontier market model on urban areas. 

2.2.4.3. Market Selection Model for Frontier Markets 

Previously, we identified that the critical factors that should be used in the analysis frontier market are 

risk and infrastructure factors. These factors were selected because they can be eliminating, since they 

make a country’s selection unfeasible. The risk indicators that need to be considered are political, legal, 

economic/financial and cultural. For infrastructure indicators it should be considered both physical and 

institutional intermediaries. We also detected that some indicators used in the analysis of emergent 

markets are not suitable for the analysis of frontier markets, for example, the usage of per capita middle-

class income as the country’s standard income per capita. We present on Appendix A the additional 

factors that need to be considered in frontier market selection inserted in each stage of three-stage 

sequential. We present on table A4 (in appendix A) the additional factors that need to be considered in 

the preliminary screening stage (previously presented on table A1 in appendix A). We present on table 

A5 (in appendix A) the additional factors that need to be considered in the in-depth screening stage 

(previously presented on table A2 in appendix A). No factors were identified for the third phase of the 

three-stage sequential, except for the analysis of cultural homogeneity, because the majority of the 

model do not go into detail in this phase.   
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3. Methodology  

In this chapter we present the model and case study selected to study market selection factors for 

frontier markets. To enable this study we selected the case study methodology because it is an adequate 

approach for in-depth understanding of cases (Stake 2000). Furthermore, cases are used to study con-

temporary phenomena with a real-life context (Yin 2003; Creswell 2007). Creswell (2013, p.97) defined 

case study as an “approach in which the investigator explores a real-life, contemporary bounded system 

(a case) or multiple bounded systems (cases) over time, through detailed, in-depth data collection in-

volving multiple sources of information (…)”. This definition emphasizes that a case study can have a 

single or multiple case sample. Typically, a single case sample is selected because of “its particularity 

and ordinariness” in order to “provide insight into an issue or to redraw a generalization” (Stake 2000). 

In the presented study, we analyze the single case of a Portuguese SME trading company, to which we 

refer as Company A, for confidentiality reasons. This case provides insight into the topic under study. In 

this instance the case plays a supportive role in the analysis by enabling the study (Stake 2000). 

In the previous chapter, we presented the critical market selection factors for frontier markets. However, 

the factors used depend upon the model selected. In the literature, we could not identify one model 

prepared for the analysis of frontier markets. However, we identified the type of model preferred by 

researchers for international market selection — the three-stage sequential model. In the literature re-

view we identified that no model, developed for emergent market, had the three-stage adapted for emer-

gent market selection. Therefore, the purpose of this research is to assess if international market selec-

tion factors developed for preliminary screening of emergent markets analysis can also be used for 

market selection of frontier markets. One of the main contributions of this work is focused on the devel-

opment of an in-depth screening stage for frontier markets, where there is an absence in the literature 

for both emergent and frontier markets. Consequently, our approach is to select an in-depth model from 

the literature review and perform alterations to the factors proposed by said model in order to contribute 

to the field with an in-depth screening stage for frontier market analysis. The alterations performed are 

conditioned by the case study characteristics. A review of the sampled countries characteristics, com-

pany and product characteristics is the basis for the contextualization required. As we have highlighted, 

this is a standard step in a market selection process, in order to correctly adapt the model to the com-

pany’s context. 

This chapter is divided in four sections. First, we present the company selected for the case study. In 

the second section, we introduce the sample’s countries. After, we introduce the product characteristics. 

Lastly, we describe the model selected. We chose this order because the product and countries elected 

for the analysis were selected by the company. Therefore, we conducted and overview analysis of the 

product’s and countries’ characteristics. These analyses allowed us to understand how the factors and 

indicators uncovered during the state of the art need to be adapted in the contextualization process. In 

the state of the art we followed the approach from international market selection literature of separating 

international market selection from entry mode selection. However, in the contextualization process en-

try mode selection is directly linked to market selection. Therefore, in the model’s contextualization pro-

cess we took into consideration the company’s entry mode preferences. 
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3.1. Company  

Company A, designated as such for confidentiality reasons, is a Portuguese trading company created 

in 2014.  

• Presentation 

According to the Recommendation of the European Parliament and of the Council, concerning the 

definition of SMEs (O.J. L124/36 2003), a medium-sized enterprise is defined through two criteria. A 

company must have less than 250 employees and its turnover must be situated between 10 million and 

50 million euros, during a fiscal year. Company A can be defined as a medium-sized enterprise, since 

during the 2018 fiscal year, it had 6 employees and its turnover was around 18 million euros.  

Company A is a trader of fast-moving consumer goods (FCMG) like edible oils, sugar and milled grains. 

The company works primarily with the Portuguese speaking countries in Africa (namely Angola, São 

Tomé e Príncipe, Equatorial Guinea and Cape Verde) and South Africa. In terms of clients, it works with 

wholesalers from both the informal markets, i.e. street markets, and formal markets, i.e. retail stores.  

In 2014, the company was created to provide procurement, logistic and documentation services for small 

sized food wholesalers in the Angolan market. At the time, the distribution market in Angola was very 

fragmented and logistic services were very expensive. These two factors created a large number of 

dispersed local wholesalers that operated at a regional level. This meant that Angola’s distribution mar-

ket was characterized by small wholesalers that were not organized at a national level, as we see in 

developed retail. Therefore, the decision maker of company A saw a business opportunity and created 

the company to act as the procurement department for small wholesalers in Angola. However, in 2014 

Angola entered into recession. This resulted in currency restrains, in order to protect the local currency. 

The restrains inhibited small wholesalers to get access to foreign currency in order to buy food from 

abroad. Quickly they disappeared. However, the newly created company A managed to successfully 

change their business model according to the changes in Angolan market. Also, has managed to enter 

to other markets which allows the company to manage its risk.   

Currently, the company provides an assortment of sub-Saharan African staple foods with the company’s 

brands to its clients. The company also provides to its clients the logistic and documentation services 

requirement in international commerce. The procurement services are now a part of the company’s 

operation however are not its main operation.  

• Present Day  

Currently, Company A is focused on expanding its operation in order to grow its business. It has opted 

to look for new trading opportunities in sub-Saharan Africa — the region in which it already works — 

since it presents a long-term economic potential. The decision maker selected a sample of four sub-

Saharan countries: Gabon, Ghana, Ivory Coast and Nigeria. The company is looking to enter to one 

country since it currently only has resources to expand to one market. In terms of entry mode selection 

the company selected exporting, which is the company’s only entry mode.  
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The company has not been able to define the factors that should take into consideration in the market 

selection process — until now the entrepreneur’s know-how has been the deciding factor and in these 

markets the entrepreneur has no experience.  

According to the decision maker, the company wants to expand its Central Africa presence by studying 

the feasibility of exporting to Gabon. The company already exports to Equatorial Guinea, and therefore, 

wants to take advantage of logistics synergies that may exist between the two neighboring markets. The 

company also wants to enter West African markets, particularly Ghana, Ivory Coast and Nigeria. For the 

decision maker, these were the most attractive markets in West Africa which combined represent more 

half of the population in the region. 

Company A is interested in testing refined palm oil fitness for trade in each of the markets. The decision 

maker selected this product given his knowledge of palm oil being a staple food in these countries. 

Additionally, it is a product that the company already offers. 

• Company A Characterization 

Casson (2003) defined two types of trading companies: brokers or resellers. They differ in terms of the 

ownership of the good. Brokers do not assume ownership but connect buyers to sellers for a fixed fee. 

Resellers buy products from sellers, and after find a buyer to sell it. Therefore, resellers assume owner-

ship of the products. Unlike brokers, trading companies are intermediaries in the exporting process, by 

enabling companies — e.g. goods manufacturers — to export indirectly. As Casson (2003, p.25) high-

lighted, “the reseller not only assumes the risk of physical damage to the good whilst it is in his posses-

sion, but also carries the risk that the value of the good may change between the time at which he buys 

it and the time at which he sells it on”. Consequently, we can defined Company A as a reseller. 

Oviatt and Mcdougall (1994) presented a valuable characterization of reseller trading companies. They 

characterized it as importing/exporting companies which profit from the inbound and outbound logistics 

operations they offer, moving goods at an international level from where they are produced to where 

they are sold. The authors characterized two types, based on the number of countries in which they 

operate. The first “Multinational Traders” are typically large companies which operate in many countries 

worldwide, and given their network, have the ability to expand quickly to new areas of the World. The 

second type “Export/Import Start-ups” are smaller companies which operate in a restrict number of 

countries in which the entrepreneur is familiar. Therefore, “Export/Import Start-ups” will not develop a 

thorough market analysis and will only base their analysis on entrepreneurial know-how. Company A is 

included in the last type since it is an SME operating in five countries. These markets were selected 

because of the entrepreneur’s 25-year experience in those markets.  

3.2. Sample of Sub-Saharan African Markets  

The sub-Saharan markets are included in the frontier markets definition because they present long-term 

economic potential (Nellor 2008). Therefore, these countries present promising opportunities for trade 

for companies looking to grow. In this section, we present an overview of some macro-level factors of 

the countries that compose the case study sample: Gabon, Nigeria, Ghana, and Ivory Coast. 
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Gabon is located in Central Africa. In 2013, Gabon’s population was 1,8 million inhabitants, mainly con-

centrated in cities, where 87% of the population resides. In terms of the population age distribution, half 

is under 22 years old (United Nations Economic Commission for Africa 2017a). The official language is 

French, because of their colonial past. Consequently, France is the country’s primary supplier repre-

senting 50% of the countries origin import (Agência para o Investimento e Comércio Externo de Portugal 

2017b). Gabon is the fifth largest fuel producer in Africa (World Bank 2019c). 

Nigeria is located in West Africa. In 2015, Nigeria had 182,2 million inhabitants. Its population is dis-

persed: in 2008, only 36% of the population lived in cities. In terms of the population age distribution, 

70% is under 30 years old (United Nations Economic Commission for Africa 2017c). The official lan-

guage is English. Unlike Gabon, the United Kingdom is not the country’s primary supplier; instead it is 

China with 19% followed by Belgium and the Netherlands (Agência para o Investimento e Comércio 

Externo de Portugal 2018). Nigeria is the biggest fuel exporter in Africa, and has the largest natural gas 

reserve in the continent (World Bank 2019e). Its economy is built on these resources: in 2016 they 

accounted for 96% of the country’s exports (Agência para o Investimento e Comércio Externo de 

Portugal 2018). 

Ghana is located in West Africa. In 2015, Ghana’s population was 27,4 million. In 2010, 51% of popula-

tion lived in an urban setting. In terms of the population age distribution, 38% was under 15 years old in 

2010 (United Nations Economic Commission for Africa 2017b). The official language is English. Similarly 

to Nigeria, the country’s primary supplier is China with 18% followed by the United States of America 

and Belgium (Agência para o Investimento e Comércio Externo de Portugal 2017c). In 2010, Ghana 

started to produce fuel, which resulted in an important economic growth. In 2014, due to oil prices fluc-

tuation, it experienced a phase of economic deceleration. With the recent increase in price it has become 

the second-fastest growing economy in Africa (World Bank 2019d). 

Finally, Ivory Coast is located in West Africa. In 2014, Ivory Coast had 20,8 million inhabitants, mainly 

concentrated in cities with 50% of population living in an urban setting. In terms of population age dis-

tribution, 77% was under 35 years old in 2014 (Agência para o Investimento e Comércio Externo de 

Portugal 2017a; United Nations Economic Commission for Africa 2016). The official language is French. 

In terms of imports, Nigeria accounts for 15% followed by France and China (Agência para o 

Investimento e Comércio Externo de Portugal 2017a). Ivory Coast is the largest producer of cocoa in 

the World, accounting for 55% of the country’s total exports in 2016 (Agência para o Investimento e 

Comércio Externo de Portugal 2017a; World Bank 2019b). 

3.3. Product  

Palm oil is the vegetable oil obtained from the fruit of the palm tree. It has become an important com-

modity in international commerce for its versatility in application, in both food and non-food products. 

Palm oil is an indispensable factor in the oils and fat industry (International Finance Corporation 2011). 

Palm oil tree (Elaeis guineensis) origin is traced to the west Africa region (Poku 2002). The tree grows 

in the equator region because of its tropical climate. In west Africa it is native to some regions in Ghana, 
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Ivory Coast, Nigeria, Sierra Leone, amongst others (Poku 2002). In west Africa palm oil is an essential 

ingredient used for thousands of years and indispensable in traditional cuisine (Poku 2002).  

The fruit of the palm tree his composed of a pulp, where the palm oil is extracted from, and a seed or 

kernel, where a second oil can be extracted — the palm kernel oil (Carrere 2013). This second oil is a 

byproduct of palm oil production, which is also used by different industries for both food and non-food 

products. In the present work we only study palm oil because it is the product company A is interested 

in analyzing. 

• Production Players 

In the first half of the XX century Nigeria and Zaire where the main producers and exporters of palm oil 

(Poku 2002). Since the XIV century palm trees were planted in the South America and the Far East. In 

the Southeast Asia the palm tree plantations thrive due to tropical climate, which has higher rainfall than 

west Africa (Poku 2002). In the XX century began the intensive production of palm oil trees for commer-

cial purposes, especially in Malaysia and Indonesia (Teoh 2010). By the second half of the XX century 

Malaysia and Indonesia were the main producers and exporters of palm oil (Poku 2002).  

According to Food and Agriculture Organization of the United Nations (2019), Nigeria accounted for 

50% of the world production in 1963, by 2013 represented less than 2%. This phenomenon was in part 

due to the increase in palm oil production in other countries. In 1963, Malaysia and Indonesia accounted 

for 21% of the world’s production of palm oil, by 2013 they represented 86% of the production (Food 

and Agriculture Organization of the United Nations 2019). This increase is explained by the increase in 

area planted in both countries. In the last four decades Malaysia experienced five times increase in 

planted area. In the same period, Indonesia experienced a twenty three times increase (Teoh 2010). In 

these countries the palm oil plantations are owned by larger companies, only 40% is managed by small-

holder farmers (Kusumaningtyas and van Gelder 2017). There is not a standard definition in the litera-

ture of smallholders. The Roundtable on Sustainable Palm Oil characterize smallholders as “farmers 

growing oil palm, sometimes along with subsistence production of other crops, where the family provides 

the majority of labor and the farm provides the principal source of income and where the planted area 

of oil palm is usually below 50 hectares in size” according to Proforest (2014, p.1). However, in Sub-

Saharan African smallholders’ farmers work on much smaller areas. Therefore, the previous definition 

cannot be widely used for every palm oil producer country.  

• Palm oil Production  

Palm oil has experienced an annual increase in production and consumption since 1970s because it is 

a cheaper vegetable oil when compared to its competitor’s soybean oil, rapeseed oil, and sunflower 

seed oil. It even entered into new markets already captured by other oils. Between 1980 and 2009 the 

palm oil world production increased more than nine times. Consequently in 2009, 34% of the world 

production of vegetable oils was met by palm oil. In the same period, soybean oil represented 27% and 

rapeseed oil 16% of the world production of vegetable oils (International Finance Corporation 2011).  

The expansion of palm oil plantations was in part motivated by its high productivity (Poku 2002). Palm 

oil plantations can typically yield 4,09 tons per hectare. A higher value when compared to the 0,75 tons 

per hectare of rapeseed, 0,5 tons per hectare of sunflower seed, and the 0,37 tons per hectare of 
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soybean (International Finance Corporation 2011). Moreover, palm plantation produce two oils, both 

important in world trade, and it has the “lowest requirement for inputs of fuel, fertilizers and pesticides 

per ton of production” according to International Finance Corporation (2011, p.4).  

• Palm oil Consumption 

Currently, the consumption of palm oil is mostly located in Asia. It represented the biggest part of the 

palm oil consumption in 2016 with 66%. Followed by Africa and Europe with a 12% consumption each. 

In terms of consumption by countries, in 2016, it was led by Indonesia, followed by, India, China, Ma-

laysia and Pakistan (Kusumaningtyas and van Gelder 2017).  

According to International Trade Centre (2012) edible oils and fats consumption, including palm oil con-

sumption, varies due to changes in income per capita, consumer tastes and preferences, and also price 

of substitute products.  

Demand for edible oils and fats is lower at higher income levels because demand is less responsive to 

changes in income. However, demand for edible oils and fats is highly elastic at low income levels. Since 

income in developing countries is expected to continue to grow faster, than in developed countries, 

consumption is also expected to grow faster in developing countries. Therefore, demand for palm oil is 

expected to continue to grow due to the “population growth, increased per capita consumption, and 

movement of the developed world away from saturated animal fats” according to International Finance 

Corporation (2011, p.13).  

Another factor that influences edible oils and fats consumption is consumers’ preferences, dietary habits 

and mode of use. In west Africa the taste and odor of unrefined red palm oil is preferred to other vege-

table oils. However, western consumers prefer the refined, bleached and deodorized palm oil which 

does not have any color. Here it is extensively used for deep frying whereas in west Africa is used in 

everyday cooking (Angelucci 2013; Carrere 2013; Gourichon 2013). Changes in consumer dietary hab-

its have also a direct impact in the preference for edible oils and fats (International Trade Centre 2012)..  

Supply and demand, amongst other factors, condition vegetable oil prices. For lower income consumers, 

a high increase in price of a vegetable oil, in relation to the price of its substitute products, will typically 

result in the consumer changing its purchasing behavior (International Trade Centre 2012).  

• Palm Oil Processing 

Palm oil production is a complex process where many products can be obtained. Since our analysis is 

focused on palm oil for cooking use we will explain the main steps for the production of this product only.  

The production of palm oil begins with the transportation of palm fresh fruit brunches from the plantation 

to the mill. Here, by milling, it is produced crude palm oil (Kusumaningtyas and van Gelder 2017). This 

is called red palm oil because of its reddish color. In the traditional processing, all production steps are 

done manually, and production ends when crude palm oil is obtained (Gourichon 2013). This is used, in 

this form, by the local farmer for cooking (International Finance Corporation 2011). In industrial pro-

cessing there is a different production system, Figure 3 presents an overview of the production scheme. 

First, palm oil extraction is done mechanically. The crude palm oil can either go through more processing 

or it can be sold, as is, in the stock market (Gourichon 2013).  
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Figure 3 - Overview of palm oil industrial production phases and main inputs and outputs 

Note: Adapted from International Trade Centre (2012). The geometric shapes with a discontinuous outline represent the byprod-

uct of palm oil production. 

The highest standards are imposed on crude palm oil that is sold on the international market. This type 

of crude palm oil is commonly referred to as special palm oil and it must respect 17 characteristics in 

order to be accepted in this premium level. Amongst other characteristics, it must have less than 2% of 

free fatty acids. The crude palm oil produced by traditional methods does not respect the 17 character-

istics of special palm oil. It is commonly called technical palm oil. Typically, it has much more than 2% 

of free fatty acids because the palm fresh fruit brunches have to be processed between 12 to 48 hours, 

after harvest, and this timing is not respected by traditional processors (Dada 2007). 

In industrial production crude palm oil can go through more processing steps. Next, it goes to the refin-

ery. Here the oil goes through several steps to remove impurities, color and odors. After, it is obtained 

the refined, bleached and deodorized palm oil (Kusumaningtyas and van Gelder 2017). This is also 

traded in the stock market or it can go through another industrial step. In the next step the refined, 

bleached and deodorized palm oil goes through the fractionation process where the solid and liquid 

parts of palm oil are separated and is obtained: refined, bleached and deodorized palm olein and refined, 

bleached and deodorized palm stearin. Both can also be traded in the international markets 

(International Trade Centre 2012).  

Many other products can be obtained from the pulp of the palm tree fruit, depending on the combination 

of industrial steps selected. Here we described the production system of the main palm oil products 

used for cooking purposes. Those are crude palm oil — both technical palm oil and special palm oil — 

refined, bleached and deodorized palm oil and finally the refined, bleached and deodorized palm olein. 

The company is interested in exporting refined, bleached and deodorized palm olein. Therefore, from 

now onwards when we refer to refined palm oil we are referring to this type of palm oil. 

• Trade 

Palm oil trade has many different actors participating in it. Beginning with palm tree farmers, which sell 

fresh fruit brunches to mill’s owners. After mill owners sell crude palm oil to national or intentional brokers 

and clients. Most of the countries that import, and export palm oil operate in the basis of free market. 

Therefore, the private sector plays a determining role. According to International Trade Centre (2012) 

MNE are responsible for the majority of palm oil trade. Nevertheless, the importance of the private sector 

in the palm oil national market varies from country to country. Typically, in frontier markets local govern-

ments participate directly or indirectly in these markets. They have an important role in protecting the 
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domestic palm oil production. They rely on a variety of trade barriers that can be imposed on palm oil 

products. Consequently, analysis of trade barriers is extremely important in palm oil trade. 

According to International Trade Centre (2012, p.13) the major determining factors of vegetable oils 

markets — palm oil included — are “the overwhelming weight of governmental policies on the sector 

development; the volatility of prices and the impact of speculation; and the correlations between the 

consumption and prices of several oils due to their substitutability for major uses”.  

Palm oil — in its various forms and types — is internationally sold and bought through the stock market. 

According to International Trade Centre (2012) there are two types of palm oil trade: physical and com-

modity trading. The traders in the physical markets buy specific quantities of palm products, of particular 

grades and specifications, from merchants. The second type of palm oil trade is done by commodity 

brokers, which are traders responsible for arranging the purchase or sale of palm oil products in com-

modity exchanges. This last type does not assume ownerships of the product, and acts more as an 

agent, unlike the first type which is involved in logistics. Therefore, the trader in physical markets as-

sumes responsibility for transport and shipping. Figure 4 presents a simplified supply chain of palm oil 

in physical markets. For example, this is the case of many multinational companies —which have refin-

eries or factories— where buyers at corporate head offices purchase palm oil and take care of the 

logistics.  

 

Figure 4 - Palm oil supply chain in industrial processing 

Note: Adapted from Kusumaningtyas and van Gelder (2017). In the figure, FFBs means palm fresh fruit brunches, and CPO 

means crude palm oil.  

According to International Trade Centre (2012, p.19) a number of factors influence palm oil trade " un-

certainty over supply and export availabilities — volumes and prices depending on weather, pests and 

disease, natural phenomena, economic and political situation, exchange rates, etc. — as well as the 

adequacy of trade and investment policies, infrastructure conditions and facility of access to information, 

influencing the reliability and performance of trade operations”. 

3.4. Model 

In this section we present the model that was selected from the literature review. 
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In chapter 2 we showed that the systematic approach is the most supported approach in the international 

market selection literature, since it creates a supported and formalized decision making process 

(Andersen and Buvik 2002). Due to the complexity of foreign market analysis, it is recommended to 

have this process divided in phases. The most used model with this configuration is the sequential 

approach with three-stages. The model is first composed of a preliminary screening stage, followed by 

an in-depth screening stage, and lastly the final decision stage. This model’s structure is presented in 

Figure 5. This was the market selection model chosen to be used in the present case study. Its frame-

work allows a rapid and simple market selection because, in the first phase, many countries are ana-

lyzed at once, reducing the time spent on market analysis. Furthermore, it has the capability to analyze 

each markets’ demand for a specific product. 

 

Note: Adapted from Root (1994). 

The preliminary screening objective is to obtain a general assessment of the attractiveness of the sam-

pled countries. In this step macro-level factors are used. Each country’s score, in each factor, is com-

puted into an overall market attractiveness score value. These values deliver a ranking of the sample 

countries, in an order of attractiveness. This phase can be performed with secondary data from public 

sources collected through desk research, e.g. from documentary sources or international business pub-

lications available on the internet (Cavusgil 1985; Johansson 2009). At the end of the first step some 

countries are excluded, depending on the selection criteria used. In the literature review we concluded 

that there is no consensus on the selection criteria for the preliminary screening. Also, there is no con-

sensus on the number of countries that should be eliminated. The remaining ones go to the in-depth 

screening stage. The second step’s objective is the assessment of the country’s market potential — if 

possible, down to a specific market segment since in this stage a product variable is introduced to as-

sess each country’s product fitness for trade. In this step factors that characterize the product’s market 

are analyzed. Once again, secondary data is the type of data used. After this step more countries are 

excluded, moving a smaller list to the final phase. In the literature review we concluded that there is no 

consensus on the selection criteria for the in-depth screening as well as no consensus on the number 

of countries that should be eliminated. The final decision phase requires an analysis of the company’s 

sales potential on each foreign market. Consequently, it is based on contextual factors. Unlike the pre-

vious stages, the third stage requires first-hand information obtained through field research (Cavusgil 

1985; Johansson 2009), since it is more reliable and more specific to the company needs, e.g. products 

prices in each country. Therefore, it was not executed in the present work, since it was not feasible. 

Given this restriction, the case study model will only include the preliminary screening and in-depth 
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screening stages, since the final selection phase is excluded from the master dissertation’s objective. 

The case study model is presented on Figure 6.  

 

Figure 6 - Master dissertation’s model configuration 

Note: Adapted from the theorical configuration of the three-stage model on Figure 5. The geometric shapes with a continuous 
outline represent the stages which were executed in the present dissertation. The geometric shapes with a discontinuous outline 
represent the stages which were not developed. 

In the literature we identified that most researchers agree on the objective of each stage of the three-

stage sequential model. However, when it comes to the factors selected for each step there is no con-

sensus. Consequently, in the literature there is not a standard three-stage sequential approach. In the 

literature review we did not identify a model for frontier market analysis. In the model’s we analyzed no 

model took only into consideration frontier markets’ characteristics in its factor selection. We identified 

various types of models, for emergent markets, that could be used as the basis for the contextualization 

process. However, the limitations we recognized in the literature review conducted the selection pro-

cess. Moyer's (1968) and Samli's (1977) models were excluded because they do not use the three-

stage sequential model. Moreover, Moyer's (1968) model only analyzes a small number of product-

specific factors and discards the analysis of economic and political risk, along with trade barriers which 

are key factors in frontier markets analysis. Also, Samli's (1977) was also excluded because, as Moyer 

(1968) highlighted, extrapolation cannot be performed since the behavior and evolution of frontier mar-

kets cannot be expected to be equal to the developed markets. Arnold and Quelch (1998) developed a 

model which used the three-stage approach, however the model developed did not present a detailed 

well-structured framework that could be used for this study. Lastly, Sakarya, Eckman, and Hyllegard 

(2007) model only proposed an additional stage to the three-stage model. Moreover, this suggestion 

has limited applicability since it proposes an expensive and time-consuming task that cannot be per-

formed by most companies, especially SMEs.  

In the literature we did not identify a model that adapted all stages of the three-stage model for the 

analysis of emergent or frontier markets. 

For the preliminary screening stage we choose the 2018 version of Cavusgil's (1997) Market Potential 

Index model because this was the only model that included frontier markets in its sample (GlobalEDGE 

2018a). Additionally, the model is updated yearly and published with a continued improvement on the 

indicator’s usability and reliability. The literature advances in the field are taken into consideration by, 

for example, replacing indicators that have been identified as redundant.  

In the literature, for the in-depth screening stage, we also did not identify a market selection model that 

correctly linked the analysis of Cavusgil's (1997) Market Potential Index model, in the first stage, to the 

analysis in the next stage. Therefore, we selected Cavusgil's (1985) model for the in-depth screening 
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stage, following Cavusgil's (1997) recommendation. Moreover, Cavusgil's (1985) model is the only 

framework in the literature that provides a detailed structure of factors for the in-depth screening stage. 

In the literature there are country specific and product specific models, which differ solely on the factors 

used in the preliminary screening stage. Both models selected are country specific, i.e. they do not focus 

their preliminary screening study in a specific product. However, their in-depth screening stage requires 

a product specific analysis. In the present work, according to the decision makers’ selection, our analysis 

is focused on one product. This enables an objective and comparable analysis between the countries. 

This product specificity is introduced in the in-depth screening stage, since the model selected for the 

preliminary screening stage does not require this consideration.  

We identified that there is no agreement in the literature regarding the number of countries that should 

be considered in the initial sample. Root (1994), Kumar, Stam, and Joachimsthaler (1994), and Craig 

and Douglas (2005) believe that as many countries as possible should be considered — if possible, all. 

They argue that this is the only way to guarantee that no product/market combination is ignored. How-

ever, we selected a model with country specific approach in the preliminary screening therefore this is 

not a concern. Cavusgil (1985), Sakarya, Eckman, and Hyllegard (2007) and Johansson (2009) highlight 

that many times companies have a specific group of countries which they want to investigate. Also, 

these researchers recognize that researching all possible countries is not an efficient process for com-

panies. Cavusgil (1985) recommends analyzing only the countries that are more attractive, a priori. 

Sakarya, Eckman, and Hyllegard (2007) and Johansson (2009) addressed this problem by adding an 

extra stage to the three-stage model. This new stage is added to the beginning of the model and will 

allow the company to gather specific information about the markets, letting it identify which countries 

are most attractive. In the present work we follow Cavusgil's (1985) approach for the initial sample se-

lection since the other alternatives did not provide an applicable and well-structured approach. In the 

present work the number of countries in the initial sample was selected by the company A’s decision 

market which selected four countries.  

In the literature we identified there is not a fixed value for the number of countries a decision maker 

should select to move to each of the stages in the three-stage process. Root (1994) suggests a sample 

for the in-depth screening stage of ten to fifteen countries. This value will depend on time and budget 

constraints each decision maker has (Cavusgil 1985; Johansson 2009). We decided upon the rule of 

eliminating the bottom rated country in each step. 

The next sections present in detail the composition of the model selected for the analysis.  

3.4.1. Preliminary Screening 

In the preliminary screening stage we used the 2018 updated version of Cavusgil's (1997) Market Po-

tential Index model. The framework developed by the researcher is presented on table B1 (in appendix 

B). This framework presents a different configuration than the original framework on presented in 

Cavusgil's (1997) work. It presents an additional factor group “Country Risk” and new indicators in each 

factor group (GlobalEDGE 2018a). The weight of each factor group was also updated in the 2018 ver-

sion. Despite all these changes the calculation procedure remains the same, as was presented in sec-

tion 2.2.3.3. Also, the entry mode selected remains exporting.  
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Since the index creation it has been available online through Michigan State University’s globalEDGE 

knowledge web-portal4. Consequently, this first market selection phase is not executed in this master 

dissertation. The GlobalEDGE web-portal publishes the final ranking of the model annually. 

• Analysis of Frontier Markets Factors Presence 

We now analyze the presence in Cavusgil’s 2018 model of factors we identified, in section 2.2.4.2, as 

the common factors used in international market selection of frontier market. From the factors we iden-

tified the model presents many of the factors and indicators identified. The model presents many of the 

factors we identified, however there are some exception. Cavusgil’s 2018 model does not present any 

indicators of social/cultural environment factor. Given that the predecessor model — Cavusgil's (1985) 

work — used a cultural distance indicator. It was expected that this indicator would be maintained in the 

1997’s model, since this last model was specific for emergent markets. However, a later work of Ca-

vusgil’s — Cavusgil, Knight, and Riesenberger's (2017) work — uses cultural distance as an indicator 

in international market selection only when the decision maker is considering FDI. Since Cavusgil’s 2018 

model has exporting as the mode of entry we can conclude that the absence of social/cultural indicators 

is due to the mode of entry selected by the researcher.  

Cavusgil’s 2018 model presents a well-developed infrastructure analysis that goes beyond the identified 

indicators —physical transportation infrastructure, retail network and communication infrastructure. In 

the infrastructure analysis were not included indicators for the analysis of basic infrastructures. Accord-

ing to Cavusgil, Knight, and Riesenberger (2017) the analysis of basic infrastructures in the preliminary 

stage is more suitable for companies that are looking to invest directly in the country, e.g. building an 

industrial plant. For an exporting firm this is not a necessary indicator, therefore it was not included. We 

can conclude that the absence of an analysis of institutional infrastructures is conditioned by the same 

reasoning.  

In terms of the risk factors we previously identified, in section 2.2.4.2, this model does not present all. 

However, it adds new indicators that we will now present. The traditional indicator of political risk is used, 

and it is provided by Credendo’s country risk5 assessment rating. Another traditional indicator of eco-

nomic/financial risk is currency exchange rate stability, which is the only indicator of the critical factor 

list not used. This absence can be explained by the mode of entry used in the model. A company that 

exports to a country is not directly affected by a country’s variability in exchange rate. This explains the 

usage of the indicator of Business Risk Rating from the Swiss Export Risk Insurance. This indicator 

measures a country’s bank del credere risk6 (Swiss Export Risk Insurance 2019a). This is the typical 

economic/financial risk an exporting company will experience. Other economic/financial risk indicator 

 
4 For additional information on GlobalEDGE knowledge portal access: https://globaledge.msu.edu/ 

5 As Credendo (2019) explained the index analyzes “all events assuming a case of force majeure for the insured or the debtor/ob-

ligor being foreign exchange shortage, political unrest such as war, revolution or riot, natural disaster and arbitrary government 
action”. 

6 The del credere risk indicator is defined by Swiss Export Risk Insurance (2019b) as “the risk that the buyer or guarantor will be 

unable or unwilling to pay”. 

https://globaledge.msu.edu/
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suggested, like inflation rate or currency control, are taken into consideration in the model by Coface 

country risk index7. 

We now analyze the presence in this model of the factors we identified, in section 2.2.4.2, as the new 

factors used in international market selection of frontier market. In Cavusgil’s 2018 model market size 

is calculated only as urban population and not as the total population in the country, which is a more 

appropriate measure due to urban/rural differences in frontier markets, as well, due to the limitation in 

reaching rural areas. Also, it is used the indicator of size of middle-class.  

• Model’s Suitability to the Case Study  

The selected model is particularly suitable for this case study analysis since it uses the same entry 

model selection as our case study. Moreover, the market consumption capacity factor group is house-

hold disposable income which is the appropriate measure for the product in our case study.  

The market selection literature has emphasized the need of adapting each model to the context in which 

it is being used (Douglas and Craig 1992; Sarkar and Cavusgil 1996). The contextualization of a market 

selection model, to the decision maker’s reality, is attained through an adaptation of the model’s weights 

and factors. In the previous analysis we conclude that Cavusgil’s 2018 model has all the critical market 

selection factors for frontier market, identified in section 2.2.4.2, therefore no factors were altered. The 

main contribution of this work is focused on the development of an in-depth screening stage for frontier 

markets. Where there is an absence for both emergent and frontier markets. Therefore, the study of the 

model’s weights goes beyond the objective of this master dissertation. In this study we are not focused 

on assisting the case study’s decision maker in his selection process, but we are focused on studying 

the model’s factors. For that reason, the weights were not changed in this study. It was used the weights 

from the 2018 version of the Cavusgil's (1997) Market Potential Index model (GlobalEDGE 2018a). 

Nevertheless, we recongize this decision affects the models outcome. 

3.4.2. In-depth Screening 

In the in-depth screening stage we selected Cavusgil's (1985) in-depth screening approach. The frame-

work developed by the researcher is presented on table B2 (in appendix B). This framework presents 

the same indicators identified in the state of the art as the most cited ones (presented on table A2 in 

appendix A). However, in Cavusgil (1985) framework the indicators from the “Consumer/ User profile” 

and “Market Potential” group factors were clustered in the “Product Potential” group factor. Also, the 

“Trade Barriers & Regulations” is labeled “Market Access”. Additionally, the researcher added an extra 

category of “Local Distribution and Production” that provides a general evaluation of operational factors 

specific to each company’s industry.  

Cavusgil's (1985) model does not indicate specific indicators for each factor, providing only guidelines 

of the information that should be considered in each factor group. Therefore, we researched the indica-

tors that would operationalize Cavusgil's (1985) framework (presented on table B2 (in appendix B). We 

based our research on the indicators used in the state of the art (presented on table A2 and table A6 in 

 
7 According to Coface (2019) this indicator analyzes the economic, financial, political and social environment in the country, 

providing a rating of the country’s risk rating. 
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appendix A) as well as on the attributes of our countries’ sample and out product’s characteristics. 

Cavusgil's (1985) model provides some general sources where the information for this analysis can be 

found, e.g. Organization for Economic Cooperation and Development (OECD), Food and Agriculture 

Organization of the United Nations (FAO) and United Nations Conference on Trade and Development 

(UNCTAD). We additionally researched online for new sources that provide public information for this 

model’s indicators. The final framework we developed for the in-depth screening phase is presented on 

table B3 (in appendix B). 

• In-depth Screening Selection Process 

Contrary to the preliminary screening framework previously presented, this model does not indicate a 

ranking strategy to compare between the alternatives, nor a selection process to conduct the elimination 

process. From the literature review we concluded that there is no standard approach in terms of the 

selection. While some authors suggest a ranking approach only for the preliminary screening, e.g. as-

signing weights to factors to reflect importance (Cavusgil, Kiyak, and Yeniyurt 2004), others, like Kumar, 

Stam, and Joachimsthaler (1994) and Johansson (2009), suggest it in all three steps. Root (1994) sug-

gests other forms of selection for example, to consider as decisive only a selective group of the factors. 

Therefore, the countries that do not fulfill the minimum criteria of these factors, established by the deci-

sion maker, are rejected. Craig and Douglas (2005) highlighted, that the evaluation method will only 

depend on the company’s time and budget. Given that ranking models need to be created with the 

adequate support, which goes beyond the project’s focus, we did not selected it. Instead, we selected 

to analyze each indicator according to the decision makers criteria, attributing an equal weight system 

to all factor groups. Nevertheless, we recognize that this approach has a directed impact in the final 

result, and does not convey the decision markets’ factors preferences. 

In the state of the art review we concluded that the context dependency of international market selection 

has maintained an absence in the literature of an order of preference of factors, that would allow us to 

make the countries selection in this phase. Given the selection process selected by us we did not look 

to obtain an factors’ order of preference, but an insight in the decision makers’ indicators’ analysis cri-

teria. Consequently, the indicators’ selection criteria were obtained through an interview with the Com-

pany’s A decision maker.  

• Interview 

International market selection model’s operationalization depends upon the decision maker’s require-

ments. These requirements are established by the decision maker’s experience, industrial context, con-

sumer base, international market know-how, amongst other. Company A’s decision maker is the com-

pany’s general manager. He is the sole decision maker which influences the company’s strategic direc-

tion. Therefore, the interview was done with the company’s general manager. The interview objective 

was to assess indicators’ selection criteria in the selection process, in order to obtain the selection cri-

teria for the in-depth screening stage. The interview also allowed us to validate the frontier market factors 

identified in section 2.2.4.2. Nevertheless, this was a subjective validation, since it is only applicable to 

this decision maker’s, and to his context.  
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DiCicco‐Bloom and Crabtree (2006) identified in the literature a common characterization of qualitative 

interviews as: structured, semi-structured and unstructured. A structured interview can limit the findings 

since, unlike the semi-structured, it does not allow the introduction of other questions that can emerge 

during the interview (DiCicco‐Bloom and Crabtree 2006). An unstructured interview does not have a 

pre-defined questionnaire, which can lead an interviewer to steer away from the focal point and fail to 

ask the right questions (Stake 1995). For these reasons, we conducted a semi-structured interview. 

Typically, a semi-structured interview is composed of predetermined open questions (DiCicco‐Bloom 

and Crabtree 2006; Creswell 2007). This enables interviewees to fully describe and develop their an-

swers, allowing their personal opinions and experience to come across, which gives the interviewer a 

better understanding of the interviewees’ reasoning. Consequently, to guarantee a correct interpretation 

of decision maker’s attitudes and opinions, the interview was conducted during a face-to-face meeting. 

At the end of the interview the answers were summarized to the decision maker, ensuring that his re-

sponses were correctly understood. The interview was recorded to allow a correct analysis of the results. 

The interview protocol is presented in Appendix C. 

• Contextualization of the In-depth Screening Framework  

We used the in-depth screening framework presented on table A2 and table A6 (in appendix A) as the 

basis for our contextualization process. In this section we present the reasoning that allowed us to obtain 

the final framework developed, which is presented on table B3 (in appendix B).  

In the final framework we followed the same reasoning from the preliminary screening where indicators 

for long-term analysis and FDI analysis were not considered. Also, from the state of the art framework 

was not included the indicator of future market size and future market potential. Lastly, from Cavusgil's 

(1985) framework were not included the indicators of legal considerations (i.e. investment, taxation, 

repatriation, employment, code of laws) and the indicator of condition of labor market.  

Cavusgil's (1985) framework provided several indicators that were not found in the state of the art frame-

work. The researcher was the only one including the indicator of preferential trade treaties in the “Trade 

Barriers & Regulations” group factor, which has a direct influence in tariff and non-tariff barriers. Addi-

tionally, Cavusgil's (1985) also was the only researcher analyzing the product’s production, imports and 

exports in the sample countries. In the interview we realized that this was one of the critical factors for 

our decision maker. He wanted to understand if the sample countries import the product or not. Moreo-

ver, if the countries have a trade deficit in refined palm oil for cooking. However, the data publicly avail-

able typically does not differentiate between refined palm oil for cooking uses and refined palm oil for 

non-food uses. This is due to the coding system of palm oil in the Harmonized Commodity Description 

and Coding System. This coding system is a standardized custom tariff system that allows, the countries 

which adopted it, to have the same numerical code for a product (United Nations 2017). The Harmonized 

Commodity Description and Coding System is standard only up to the sixth digit level. Table 2 presents 

the coding system for palm oil products. From the sixth digit onwards each country can divided it cus-

toms tariffs system as it wants (United Nations 2017). However, the next levels are the ones used to 

differentiate between industrial uses and cooking uses. Therefore, we cannot perceive what is the actual 

quantity imported of palm oil for cooking uses, since this type of information is only available after the 
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sixth digit in customs tariffs coding system. Moreover, we only found one source, International Trade 

Center (2019), that publish trade data for crude and refined palm oil. This allows us to add the indicator 

of quantity imported of refined palm oil, to asses if the countries import the product. Generally we de-

tected that sources only publish data for palm oil as a product group, presenting data on crude and 

refined palm oil together. Therefore, all the remaining indicators are for palm oil as a group. In terms of 

indicators we added palm oil import dependency, export dependency and self-sufficiency ration. We 

also added an indicator of evolution of palm oil trade balance that analyzes if a country has maintained 

a trade deficit or surplus in the product in question.  

Table 2 - Harmonized Commodity Description and Coding System for palm oil - 2017 version 

Code Definition Type of Palm Oil Type of Use 

15 
Animal or vegetable fats and oils and their cleavage prod-

ucts; prepared animal fats; animal or vegetable waxes 
All types 

Food and non-

food use 

1511 
Palm Oil and its fractions, whether or not refined, except 

not chemically modified 
All types 

Food and non-

food use 

1511.10 Crude palm oil and its fractions, not chemically modified Crude Palm Oil 
Food and non-

food use 

1511.90 
Palm oil and its fractions, whether or not refined, except 

chemically modified and crude 
Refined Palm Oil 

Food and non-

food use 
 

Note: Adapted from European Commission (2019a) 

Given the inability of understanding, through trade data, if food demand is the main driver in palm oil 

imports, we added an indicator to analyze palm oil domestic consumption. Domestic consumption can 

be divided into food and non-food uses. In the case of palm oil food use this term accounts for cooking 

uses, palm oil use for production of refined palm olein in the country and also industrial food production. 

The non-food use term refers to other industrial uses (United States Department of Agriculture 2019). 

We added the indicator of palm oil demand for food and industrial use in the “Market Potential” group 

factor. However, the data available is only for palm oil as a product group. Once again, we cannot obtain 

specific data for food demand of refined palm oil.  

Cavusgil's (1985) model was the only one using the factor group “Local Distribution and Production” 

which allows an analysis of the country’s production system for the product in question. Moreover, it 

goes beyond the analysis of the production system and analyses the product’s value chain and the 

players in it. Also, frontier markets are characterized by a strong informal economy. Therefore, we added 

the informal market as another indicator to be analyzed in this factor group, in order to understand its 

presence in the production, distribution, and retail systems of palm oil value chain. Additionally, company 

A’s clients are both in the formal and informal markets. Therefore, we added the informal market as one 

of the subjects to be researched in the players analysis. 
 

As we concluded in section 2.2.3.1, Cavusgil's (1985) work did not include an infrastructure analysis. 

However, frontier markets are characterized by their infrastructural deficiencies. In the state of the art 

framework we added an overview analysis of basic, distribution and communication infrastructures. In 

this analysis we only included an analysis of distribution infrastructure. Only this analysis was selected 

because company A’s business is based on efficient logistics operations to the markets they work. 

Therefore, a country’s distribution infrastructure plays a decisive role in the selection. Also, in this 
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framework we followed the same reasoning from the preliminary screening and did not include an anal-

ysis of institutional infrastructures, given company A’s entry mode of exporting. 
 

The state of the art framework typically characterized the middle-class income as the indicator of aver-

age consumption capacity. The World Bank has established a daily income for the middle-class of 12 

to 15 dollars (CFAO Group 2015). However, the previous values for daily income for the middle-class 

cannot be directly applied to African countries due to their income inequalities (CFAO Group 2015). 

Therefore, African Development Bank stated in Africa middle class is defined as individuals or house-

holds that fall “between 0,75 and 1,25 times median per capita income, respectively”, according to 

Ncube, Lufumpa, and Kayizzi-Mugerwa (2011, p.2). This definition of middle-class includes the floating, 

lower- and upper-middle class. Therefore, we selected for this analysis the African Development Bank 

criteria that the population that falls below the 0,75 times median per capita income is included in the 

bottom of the pyramid class, and the population that falls above the 1,25 times median per capita income 

is included in the upper class (Ncube, Lufumpa, and Kayizzi-Mugerwa 2011).  

In terms of product characteristics — in this case study, refined palm oil — we adapted the indicators to 

fit the market’s dynamics. Palm oil is a FMCG, and for FMCG the most suitable unit of analysis is the 

number of households (Douglas and Craig 2011). FMCG are not bought by individuals, like cellphones. 

Instead FMCG are bought for households. This differentiation has several impacts in the analysis. The 

number of households produces a smaller market size than the total population analysis. Most im-

portantly, household income “is substantially larger than per capita income in these countries due to the 

presence of multiple wage earners in individual households”, as Cavusgil, Knight, and Riesenberger 

(2017, p.242) explained. In the factor group “Consumer/User profile” in order to analyze the consumer 

we first need to characterize the consumer. First, we assessed the consumption of palm oil by region in 

the country. After we assessed the consumption of palm oil in the country by income class. Lastly, we 

assessed the food expenditure, by income class. These indicators were selected to asses if our analysis 

of only urban households and middle-class consumer in the country is adequate. As we explained in 

section 2.2.4.2, frontier markets consumers’ study unit must be the urban consumer. 

In terms of industry specific indicators of demand we introduced: household consumption and expendi-

ture of palm oil and substitutes, palm oil income elasticity and urban and rural food expenditure. As we 

concluded in section 2.2.3.3 the reviewed researchers did not make a bilateral analysis to take into 

account the distance between the company’s domestic country and sample countries. Based on 

Ghemawat (2001) work we added an indicator to measure the country’s effect on trade barriers. Since 

company A is portuguese we measured the import penetration of portuguese goods as well as import 

penetration of portuguese palm oil in each of the sample countries. Moreover, we analyzed the trade 

relation between Portugal and the countries to research for preferential treaties.  

• In-depth Screening Selection Method 

In order to simplify the selection first we did not present the decision maker with the final framework we 

developed for the in-depth screening phase (presented on table B3 in appendix B). Instead we devel-

oped a simplified version that only encompassed the factors groups with some of the indicators used. 

These were the basis for the decision makers selection of an order of preference in the factors’ selection. 
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In the interview the decision maker expressed the following order of preference, in a descending order 

of importance: trade balance indicators; national industry indicators; infrastructure indicators; consumers 

and client indicators were tied; national market indicators and market access indicators. However, this 

was not the criteria used in the selection process. After, in the interview we looked to understand the 

reasoning of this selection, using the developed framework table B3 (in appendix B). We question which 

were the indicators/factors the decision maker considered more important in the analysis.  

The decision maker elected the trade balance factor as the most important factor in this analysis. Since 

company A wants to export the product, the main driver in this analysis must be if the countries import 

the product or not. Moreover, if the countries are import dependent. From these indicators we developed 

the first decisive factor in this analysis. Therefore, if a country does not import refined palm oil it will be 

eliminated. After, the decision maker elected the national industry factor. In this factor the main indicators 

were the importance of the national production in supplying the market demand as well as the level of 

sophistication of the industry. The level of sophistication will allow us to comprehend in which stage of 

development the industry is and how it functions.  

The infrastructure factor is a particularly important factor in this case study because of the product being 

used. Palm oil is a commodity, therefore its final price depends mainly on the cost of logistics. Conse-

quently, company A’s palm oil final price will only be competitive in the market if the company manages 

to create an efficient supply chain. Therefore, the infrastructure analysis will uncover the main competi-

tive advantages the company can develop to succeed in the market. First, the indicators of the road and 

rail network status and limitations will convey the type of distribution systems in the country and how the 

product will reach the clients. Most importantly, the decision maker highlighted the importance of mari-

time routes between portuguese routes and the destination countries. If there are no routes than export-

ing its no feasible. This is the second decisive factor in the analysis.  

The consumer and client factors were tied. For the decision maker, the main indicator in these factors 

were the importance of informal economy and the type of clients, as well as the product’s characteristics 

— product type and packaged size preference — for both consumer and client. The type of retail struc-

ture in each country conditions the type of trade. If modern retail has already a strong position in the 

country, then company A will have a smaller pool of clients. Therefore, the informal market — company 

A’s main clients — will not have such of a presence. The type of product preferred in the market by 

consumers is an indispensable factor in palm oil products given the various types of palm oil.  

In the last two places the decision maker put national market indicators and market access indicators. 

For the decision maker, these two indicators do not have such an important role in the market selection 

process. According to the decision maker, the national market size is not a deciding factor in the in-

depth phase. Mainly because the company has managed to achieve success in small markets, like São 

Tomé e Principe, because of logistical efficiency the company developed in its supply chain to this mar-

ket. Lastly, the decision maker selected market access because it was perceived as a redundant factor 

that analyzed if the country imported the product or not — which is analyzed on the trade balance factor. 

Additionally, this factor also analyzes other trade barrier, however the decision maker did not perceive 

them as key factor in the analysis, when compared to the other factors presented in the interview.  
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4. Results and Discussion 

In the present chapter we present the data collected for the countries’ sample. This presentation is 

followed by the analysis of the collected data, in order to guide the market selection process. The present 

chapter is composed of two parts. It begins with the presentation of results from the preliminary screen-

ing phase and in-depth screening phase. It is followed by the discussion of results and work developed.  

4.1. Preliminary Screening Results 

The preliminary screening phase was based on Cavusgil’s 2018 model of Market Potential Index in on 

table B1 (in appendix B). The model was presented on section 3.4.1. The model’s results are published 

on GlobalEDGE web-portal. The model analyzes 97 countries on the same factors. On the web-portal 

are presented the index overall result and final ranking, as well as, the ranking for each factor. The portal 

does not present the input values — the data used for the analysis — and only presents the sources 

and the data reference year. Also, the portal does not present the countries’ results on each indicator. 

We did not analyzed Gabon because of the country’s weakness in the national statistical system (World 

Bank 2019c), which makes the country’s analysis unfeasible. 

Table 3 presents the 2018 model results for the countries’ sample. In the table are presented the final 

index score for each factor, the overall score as well as the overall ranking. The values of the index are 

presented on a 1 to 100 scale. A country with a value of 100 on a factor — obtained the best value 

possible — corresponding to the first place in that factor’s ranking. In the same reasoning, a country 

with value of 1 on a factor — represents the worst performing country in that factor — putting that country 

at the bottom of the ranking in that factor (Cavusgil 1997). 

Table 3 - Countries’ factor and overall scores on the Market Potential Index – 2018 model 

Factors Ghana Ivory Coast Nigeria 

Market Size 2 2 7 

Market Growth Rate 66 83 73 

Market Intensity 44 23 67 

Market Consumption Capacity 41 38 39 

Commercial Infrastructure 29 29 28 

Market Receptivity 12 6 1 

Economic Freedom 63 54 50 

Country Risk 34 32 21 

Overall Score 20 19 23 

Ranking 73rd 77th 62nd 

 

Note: Adapted from GlobalEDGE (2018b) 

In order to continue to the next stage of the market selection procedure we must perform the final step 

in the preliminary screening phase. This is the reduction of the countries sample. In the present model 

we established the bottom ranked country as the elimination criteria. Therefore, in this stage Ivory Coast 

is eliminated from the analysis. 
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4.2. In-depth Screening Results 

The in-depth screening phase was based on the model presented on section 3.4.2. The following 

presentation of results is divided by group factors: trade analysis, market potential, local production and 

distribution, product’s characteristics and market access. The in-depth analysis analyzed two markets, 

Ghana and Nigeria. These were the markets which successfully passed the first stage of our market 

selection model.  

4.2.1. Trade Analysis 

In this section we present the results of trade analysis factor. In this factor we analyzed the indicators: 

refined palm oil import need, indicator of imports’ dependency and an analysis of product’s trade deficit. 

Table 4 presents the results of the indicator of refined palm oil import need. 

Table 4 - Quantities imported of crude and refined palm oil in 2018, by country 

Countries 
Quantity imported (in thousand tons) 

Crude Palm Oil Refined Palm Oil 

Ghana 218 99 

Nigeria 83 29 
 

Source: United Nations (2019b) 

Table 5 presents the results of the indicators of palm oil import dependency in 2018. These values 

represent both crude and refined palm oil imported by the countries. 

Table 5 - Indicator of palm oil import dependency in 2018, by country 

Indicators Ghana (2018) Nigeria (2018) 

Import dependency (imported palm oil share in domestic consumption) 60% 25% 

Export capacity (exported palm oil share in total palm oil produced) 43% 2% 

Self-sufficiency ration (share of national palm oil production, minus ex-
ports, in domestic consumption) 

40% 74% 

Note: the calculation executed for the determination of the indicator’s values are presented on Appendix D 

Table 6 shows the trade balance data obtained for each country.  

Table 6 - Palm oil annual trade balance, per country, between 2014 and 2018 

Countries 
Annual palm oil trade balance (in thousand tons) 

2014 2015 2016 2017 2018 

Ghana 154 128 165 160 160 

Nigeria 488 245 280 284 312 

Note: for the calculation of palm oil trade deficit were used the import values on table D2 (in appendix D) and the export values 

on table D3 (in appendix D) 

From table 4 we conclude that both Ghana and Nigeria import refined palm oil. However, in 2018 Ghana 

imported three times more refined palm oil than Nigeria. From table 5 we concluded that Ghana has, in 

percentage, a bigger palm oil import dependency than Nigeria. This higher value is explained by 

Ghana’s high export level. Consequently, we can deduce that Ghana has developed a palm oil trade 

market, based on import and export. This system justifies Ghana’s lower self-sufficiency on palm oil, 

when compared to Nigeria’s. Table 6 presents the actual dimension of palm oil trade deficit in both 

countries. From table 6 we conclude that both countries are trade deficient. Nigeria presents a bigger 

trade deficiency, even though it has a higher self-sufficiency ration, because the Nigerian palm oil market 

is bigger than Ghana’s. Finally, we can conclude, from the trade analysis group factor, that Nigeria 
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presents the bigger import market, including crude and refined palm oil, however a smaller import market 

for refined palm oil. Therefore, Ghana is the best performing country in this analysis. 

4.2.2. Market Potential 

In this section we present the results of market potential analysis. In this factor group we analyzed the 

indicators: palm oil current market demand and size as well as a market growth. First, we present the 

consumer characterization that is the basis for the market potential analysis. 

4.2.2.1. Consumer characterization 

In this section we present the results of the consumer characterization factor. In consumer characteri-

zation factor we analyzed the indicators: consumption by country region, consumption by income class 

and national expenditure, by place of residence.  

Firstly, we present the results of the analysis to the indicator palm oil cooking use in the country, by 

region. According to Angelucci (2013, p.9) “palm oil is the most important edible oil in Ghana”. We did 

not uncovered any data on palm oil consumption by region for Ghana. However, we uncovered data on 

its product category consumption in the urban area of Accra region. In 2013, the region presented the 

lowest share of oils and fats, in total food consumption, in Ghana with 2,3% (Ghana Statistical Service 

2014). About Nigeria’s palm oil consumption Carrere (2013, p.60) indicated that palm oil is “widely used 

by the Nigerian people as edible oil”. We did not uncover any data on palm oil consumption by region 

for Nigeria. However, we uncovered data on a survey on oil and fats consumption in the past seven 

days. In the urban context was reported a consumption of 95,2%. In the analysis by region the south 

region, where Lagos city is situated, presented the highest value with 99,2% (Nigeria National Bureau 

of Statistics 2016). 

Secondly, we present the results of the analysis to the indicator palm oil cooking use, by income class. 

In terms of palm oil consumption by social status Foundation for Partnership Initiatives in the Niger Delta 

(2012) reported that in Nigeria palm oil consumption “cuts across all regions and income strata”. No 

information was uncovered on palm oil consumption across social groups for Ghana.  

Table 7 presents the results of the indicators of national expenditure, by place of residence. We conclude 

that, in both countries, the urban market accounts for the majority of national food expenditure. 

Table 7 - Indicators of national expenditure, by place of residence 

Source: Bricas, Tchamda, and Thirion (2014)  

From the first indicator, we conclude that palm oil is consumed nationwide. Only about Nigeria we con-

firmed that palm oil is consumed by all social classes. From table 7 we conclude that in both countries 

the urban market accounts for more than 50% of national food expenditure. After these analyses we 

conclude that it is valid, in our analysis, to use the frontier markets’ guideline previously presented on 

section 2.2.4.2, and restring the study unit to the urban areas.  

Indicators Ghana (2006)  Nigeria (2003)  

Urban food expenditure  

(in percentage of national food expenditure)  55 55  

Rural food expenditure  
(in percentage of national food expenditure) 45 45 
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4.2.2.2. Current Market  

Table 8 we present the results of the indicator of national palm oil demand by type. We conclude that, 

in both countries, food use accounts for almost all domestic consumption. 

Table 8 - Palm oil domestic consumption, by country, in 2018 

Countries 
Domestic consumption for food use 

(in percentage) 

Domestic consumption for industrial 

use (in percentage) 

Ghana 100 0 

Nigeria 82 18 
 

Source: United States Department of Agriculture (2019) 

Table 9 presents the results of indicators of market size. In the analysis we used 2016 as the base year 

for the analysis of Ghana and 2009 as the base years for the analysis of Nigeria. In order to correctly 

access each country individually we selected the year in which all the information for the required indi-

cators was available.  

Table 9 - Indicators of market size 
 

Note: a Source World Bank (2019a); b The calculation executed for these indicator’s values are presented in appendix D 

We conclude that Ghana and Nigeria present similar urbanization rates, however Nigeria has a bigger 

total population. Consequently, Nigeria presents a bigger consumer market than Ghana. Also, both 

countries present the same percentage of middle-class consumers. Additionally, company A’s typical 

consumer, which is the bottom of the class consumer, has the same expression of 40% of total popula-

tion in both countries. Nigeria has a bigger overall consumer market than Ghana, consequently Nigeria 

has a bigger bottom of the class consumer base than Ghana. Lastly, Nigeria’s middle-class presents a 

bigger household income than Ghana. Finally, we can conclude that Nigeria is the best performing 

country in this analysis. 

4.2.2.3. Market Growth Analysis 

The market growth analysis is divided in traditional market growth indicators, which are standard indi-

cators typically used in a market growth analysis, and product/industry-specific indicators, which are 

indicators that analyze the dynamics of palm oil markets demand in each country.  

Table 10 presents the results of traditional indicators of market growth. Between 2008 and 2018, Nigeria 

presented a bigger population growth than Ghana. In this ten-year period this population growth for 

Ghana represented an increase of 6 million inhabitants and for Nigeria represented an increase of 45 

million inhabitants. In terms of urban population growth, in the same period, Nigeria presented a bigger 

Indicators Ghana (2016) Nigeria (2009) 

Urban population a 
(in percentage of total population)  55 43 

Size of urban households b 
(in number of households)  3 916 268 14 746 605 

Household median income b 
(in international dollars, 2011 PPP)  11 116 14 816 

Size of middle-class b 
(in percentage of total population)  20 20 

Size of bottom of the pyramid b 

(in percentage of total population) 40 40 
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growth than Ghana. We conclude the Nigerian urban market is growing at a faster paste than Ghana’s 

additionally, sustained by an overall bigger population growth. We can conclude that this growth is ex-

pected to continue in both Ghana and Nigeria since both countries have more than half of the population 

with less than 24-year-old, aligned with a high average fertility rate. Finally, we can conclude that Nigeria 

is the best performing country in this analysis. 

Table 10 - Traditional indicators of market growth 
 

 

Sources: a World Bank (2019a) ; b Central Intelligence Agency (2019a)  

Note: The indicator of income per capita growth was not analyzed in the period of 2008-2018 because no data was available for 

2018, only for 2017. Therefore, we conducted the analysis during the same ten-years period but from 2007 to 2017. 

Next, we present the results for product and industry specific indicators: average food expenditure, av-

erage oils and fats expenditure, vegetable oil income elasticity, palm oil and vegetable oil consumption 

evolution, and substitute products consumption evolution. 

Table 11 presents the results of the indicators of household expenditure, by food category and vegetable 

oils category. In the analysis we used 2013 as the base year for the analysis of Ghana and 2010 as the 

base years for the analysis of Nigeria. In order to correctly access each country individually we selected 

the year in which all the information for the required indicators was available. No information was un-

covered for the indicator of share of palm oil expenditure as a share of total food expenditure in house-

holds.  

Table 11 - Indicators of household expenditure, by food category and vegetable oils category. 
 

 

Sources: a Ghana Statistical Service (2014); b Hollinger and Staatz (2015)  

Table 12 presents the results of the analysis conducted on the indicator of vegetable oils income elas-

ticity8, for Ghana and Nigeria. These values were recorded in 2012. Table 12 data is applicable to all 

vegetable oils, where palm oil is included. No information was found specifically for palm oil, therefore 

these product category values are used to analyze palm oil income elasticity. 

 
8 Income elasticity values are a measure of how the demand for a product varies according to the increase in income. If the 

elasticity of a product is 1,0 then the product’s demand grows at the same rate as the income. A value lower than 1,0 indicates 

that demand decreases as income rises. A value higher than 1,0 indicates that demand increases at a faster rate than income 

rises (Hollinger and Staatz 2015).  

 

Indicators Ghana  Nigeria  

Population growth between 2008-2018 a 

(in percentage)  26  30  

Income per capita growth between 2007-2017 a  

(in percentage) 
50 24 

Urban population growth between 2008-2018 a 
(in percentage of total population) 

14 21 

Population under 24-year-old (2018) a 
(in percentage of total population) 56  62 

Average fertility rate (2018) b 
(in number of children per woman) 4 4 

Indicators Ghana (2013) a Nigeria (2010) b 

Average food expenditure 
(in percentage of total household expenditures)  39  60  

Average oils and fats expenditure 
(in percentage of total household food expenditures) 1,5  3,7 
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Table 12 - Expenditure elasticities of vegetable oils demand, by country and place of residence 

Place of Residence Ghana a Nigeria b 

Urban 0,51 0,67 

Sources: a Hollinger and Staatz (2015); b Me-Nsope and Staatz (2017) 

From table 11 we conclude that Nigeria presents a bigger consumption per household of vegetable oil 

than Ghana. Also, Ghana and Nigeria still have a large share of food expenditure in total household 

expenditures. From table 12 we understand that both countries present a low-income elasticity for veg-

etable oils. Also, Nigeria presents a slightly higher elasticity than Ghana. Therefore we can conclude 

that, in both countries, with income growth there will be a decrease in the consumption of vegetable oils. 

From these analyses we conclude that Nigeria outperformed Ghana.   

Table 13 presents the results from the indicators of palm oil and vegetable oils consumption. 

Table 13 - indicators of palm oil and vegetable oils consumption 
 

 

Note: a Source Food and Agriculture Organization of the United Nations (2019); b The calculation executed for these indicator’s 

values are presented in appendix D 

Table 14 presents the results from the indicators of palm oil substitute product analysis. 

Table 14 - Indicators of palm oil substitute product analysis 
 

 

 

Note: a Source Food and Agriculture Organization of the United Nations (2019); b The calculation executed for these indicator’s 

values are presented in appendix D 

From table 13 we conclude that Nigeria, in 2013, presented a bigger vegetable oil intake than Ghana. 

In both countries, in 2013, palm oil accounted for almost half of the populations’ vegetable oil intake. 

Between 2003 and 2013 the vegetable oil intake decreased for both countries. However, it decreased 

two times more in Nigeria than in Ghana. However the overall trend of decreased of vegetable oil intake 

was not as pronounced in palm oil intake. Actually, palm oil intake increased in Ghana by 54% and in 

Nigeria remained stable. From table 14 we understand that the decrease of vegetable oil intake was 

most felt in the second most consumed vegetable oil in both countries, groundnut oil. Between 2003 

and 2013 the consumption decreased around 50% for both countries. Finally, we can conclude, from 

these indicators of vegetable oil consumption, that Nigeria is the best performing country in this analysis 

because it presents the bigger consumption of per capita palm oil consumption. 

Indicators Ghana  Nigeria  

Vegetable oil intake in 2013 (in kilograms per capita) a 8 12 

Palm oil intake in 2013 (in kilograms per capita) a 3 6 

Palm oil intake as a share of total vegetable oil intake in 2013 
(in percentage) b 

42 48 

Per capita growth of vegetable oil intake between 2003-2013 
(in percentage) b 

-2,5 -20,7 

Per capita growth of palm oil intake between 2003-2013         
(in percentage) a 

54 -1 

Indicators Ghana  Nigeria  

Groundnut oil intake in 2013 (in kilograms per capita) a 2 2 

Per capita growth of Groundnut Oil Intake between 2003-2013 
(in percentage) a 

-43 -52 

Groundnut oil as a share of total vegetable oil intake in 2013 
(in percentage) b 

27 16 
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Finally, we conclude, from the market potential factor group, that Nigeria outperformed Ghana in all 

analyses. Consequently, Nigeria is the best performing country in this factor group.  

4.2.3. Local Production & Distribution 

In this section we present the results of local production & distribution group factor analysis. In this factor 

group we analyzed the indicators: production growth, production system, supply chain, market players 

and infrastructure analysis. 

4.2.3.1. Analysis of Production Growth  

The analysis of palm oil production is composed by the analysis of growth in production.Table 15 pre-

sents the results of the indicator of palm oil production evolution between 2008 to 2018.  

Table 15 - Indicator of palm oil production growth between 2008-2018, by country 

Source: United States Department of Agriculture (2019) 

As we already explained in section 3.3, before the 1960s Nigeria was the major palm oil producer in the 

world. Therefore, the country always had a strong production. In 2008 already produced 820 thousand 

tons of palm oil, while Ghana only produced 380 thousand tons. Between 2008 and 2018 Nigeria had a 

bigger increase in production than Ghana. However, between 1998 and 2018 Ghana had 238% growth 

in production. Nevertheless in the last ten-years period Nigeria has maintained a continuous growth that 

Ghana has not been able to sustain. Lastly, we conclude that Ghana outperform Nigeria in this indicator 

because it has reduced its palm oil production in the last ten years. 

The informal economy in Africa is highly dependent upon cross-border trade. According to International 

Trade Centre (2012) legal and banned products are informally trade across borders. After, the products 

are openly sold by registered traders, even levies on those products are paid to local administration. 

Since informal trade occurs parallelly to formal trade no data is recorded by national entities. Therefore, 

no one knows the actual size of these market.  

Palm oil is one product that is frequently traded informally at borders. According to International Trade 

Centre (2012, p.34):  

“palm oil border trade at a small scale is done by traders using informal transit services and paying only a token 

sum to customs in order to cut the cost of clearing. Informal trade for re-export is considerably larger and highly 

organized in finance operations, transport, and storage, as well as trade information networks. Big transnational 

or national networks of traders organized by ethnic groupings are handling the important trade in palm oil origi-

nating from the region and from imports (mainly from Asia). The west African region acknowledges the importance 

of palm oil re-exports for the region; its list of major products for re-export in West Africa include palm oil and its 

fractions, whether or not refined”. 

The re-export market has a big importance in supplying Nigeria with its palm oil deficiencies. Some of 

the demand is supplied by the formal market, however the majority is supplied by informally trade across 

borders (International Trade Centre 2012). No information was uncovered for Ghana’s informal market. 

Since the informal trade cannot be measure, we cannot truly access Nigeria’s or Ghana’s palm oil de-

mand. Moreover, the market size analysis performed is an underestimate of the real palm oil market’s 

in these countries.  

Indicator Ghana  Nigeria  

Growth of palm oil production between 2008-2018 (in percentage) -1,3 19,4 
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4.2.3.2. Analysis of Production System  

Table 16 presents the results on the indicators of palm oil production, by country. From table 16 we 

conclude that in both Ghana and Nigeria palm oil tree production is mainly in the southern part of the 

countries. Nigeria presents an eight times larger area of palm oil tree production than Ghana. Lastly, we 

conclude that both countries present the same type of palm oil tree production system and palm oil 

processing system. Therefore, we conclude that it is valid in the following analyses to directly compare 

their production system. 

Table 16 - Indicators of palm oil production, by country 

Note: the research executed for the determination of these indicators is presented in appendix D 

Table 17 presents the results on the indicators on Ghana’s and Nigeria’s palm oil farming systems, by 

the two types of farming system. From table 17 we conclude that in both Ghana and Nigeria smallhold-

ers’ farmers account for most of the palm oil tree cultivated area. Even with low yields, in both Ghana 

and Nigeria, smallholders’ farmers produce around two thirds of all palm fresh fruit brunch produced in 

the countries. Ofosu-Budu and Sarpong (2013, p.351) identified in Ghana the main reasons for low 

productivity in private small-scale farms are “old, low-producing tree stock, poor maintenance, lack of 

application of fertilizers and often lack of establishment of cover crops”. Ghana and Nigeria share these 

same problems in their palm oil farming techniques (Gourichon 2013). Additionally, in Nigeria the dom-

inance of wild groves as the main production system in the country has affected the competitiveness of 

the palm oil sector, since this system has the lowest yields (Gourichon 2013). When we compare the 

yield of estates in both Ghana and Nigeria, whit the yield of 17,6 tons per hectare of Malaysian estates 

we conclude that this difference in yield has a direct impact the countries’ palm oil sector competitivity 

(Fold and Whitfield 2012). Finally, we conclude from these analyses that both Ghana and Nigeria have 

production system with low yielding that is mostly represented by smallholders’ farmers. Consequently, 

both countries are tied in terms of their production system analysis.  

 Table 17 - Indicators of palm oil farming systems in Ghana and Nigeria 

I   

Note: the research executed for the determination of these indicators is presented in appendix D 

Table 18 presents the results of the indicators of Ghana’s and Nigeria’s processing for each type of 

production systems. From table 18 we conclude in Ghana that small scale and medium scales proces-

sors account for 80% of fresh fruit brunches processed in the country. We cannot compared it to Nigeria 

Indicators Ghana Nigeria 

Palm oil production regions  western, central and eastern regions  central and south regions  

Palm tree area planted 330 000 hectares 2 514 090 hectares 

Palm tree production system smallholders and estate plantations smallholders and estate plantations 

Palm oil processing system small, medium and large scale mills small, medium and large scale mills 

Indicators 
Ghana Nigeria 

Smallholders Estates Smallholders Estates 

Area owned by player as a share of total area harvested 

(in percentage) 
75 25 95 5 

Fresh fruit brunch produced by player, as a share of total 

fresh fruit brunch produced (in percentage) 
72 28 96 4 

Fresh fruit brunch yield by player (in tons per hectares) 3-10 10-13 1,5-3 5 
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since no data was found. In terms of crude palm oil produced in Ghana half is produced by large scale 

processors, whereas in Nigeria small scale mills account for most of the crude palm oil produced in the 

country. Finally we can conclude that in Nigeria small processors account for 75% of palm oil processed 

and produced in the country. Therefore, in this analysis Nigeria presents a more attractive market that 

it is more dependent upon small producers and processors than Ghana. Consequently, Nigeria outper-

formed Ghana in this processing system analysis.  

Table 18 - Indicators of palm oil processing systems in Ghana and Nigeria 

 

Note: the research executed for the determination of these indicators is presented in appendix D 

Moreover, the majority of palm oil produced in both countries is crude palm oil because of the strong 

market share small and medium scale processors represent in both countries. For special palm oil to be 

obtained the fresh fruit brunches must be processed within 48 hours from harvest. In Ghana and Nigeria, 

the small scale and manual processors can store the fresh fruit brunches from 1 to 4 weeks. Moreover, 

the smallholder farmers cannot cost-effectively send the fresh fruit brunches to the mills within 48 hours 

(Angelucci 2013). Consequently, in both Ghana and Nigeria the special palm oil is mostly produced by 

estate plantation (Gourichon 2013; Ofosu-Budu and Sarpong 2013). These estates are all integrated in 

value chains operated by companies which either have mills and refineries in the country or sell it to 

their processors abroad. The smallholders and small and medium scale mills are unable to meet the 48 

hours window which enables them to sell palm oil to refineries or to the international market (Angelucci 

2013). Since smallholders and small and medium scale mills represent a big market share of the palm 

oil national market, this inability compromises the competitiveness and long-term success of the national 

palm market in Ghana and Nigeria.  

Finally, we conclude, from the production system factor group, that Nigeria outperformed Ghana in all 

analyses. Consequently, Nigeria is the best performing country in this factor group.  

4.2.3.3. Analysis of Supply Chain  

Table 19 presents the results of the indicators of Ghana’s and Nigeria’s palm oil supply chain systems. 

No information was uncovered on the type of market — formal or informal — in which these supply chain 

players operate on. From table 19 we conclude that both countries have a similar national supply chain, 

which is characterized by many intermediaries. Some like brokers and wholesalers have a local reach, 

while national trader are the only ones that act nationwide. Only national traders connect the different 

local markets, especially important in the northern region where palm oil is not produced. The large-

scale processes, because of their production capacity, are able to sell directly to the domestic and 

Indicators 

Ghana Nigeria 

Small mills 
Medium and 

large mills 
Small mills 

Medium and 

large mills 

Fresh fruit brunch processed by player, as a share of 

total fresh fruit brunch produced (in percentage) 
68 32 No data available 

Crude palm oil produced by player, as a share of na-

tional palm oil production (in percentage) 
45 55 75 25 

Special palm oil produced, as a share of national palm 

oil production (in percentage) 
No data available 20 

Self-sufficiency ration of refinery’s on national special 

palm oil production (in percentage) 
40 50 
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international markets. However, the smaller processers have to sell their production to intermediaries, 

which will sell it to the local market or exported it (Dada 2007).  

Table 19 - Indicators of palm oil supply chain characterization, by country 

 

Note: the research executed for the determination of these indicators is presented in appendix D 

For both Ghana and Nigeria, we were able to gather information and conclude that the majority of palm 

oil supply chain is characterized by small scale businesses. The value chain is based on small scale 

producers who sell to small scale mills or households doing manual processing. Therefore both coun-

tries present a fragmented value chain controlled by some players which successfully separates suppli-

ers and buyers. We conclude that this market structure is the desired by Company A, consequently both 

countries are attractive. From this analysis we cannot conclude on a country’s preference. If Ghana 

does not present palm oil dealer association this could have been the deciding factors, however no 

information was availed. Consequently, both countries are tied in this analysis.  

4.2.3.4. Analysis of Market Players  

In this section we present the results of the research on the indicator of Ghana’s and Nigeria’s palm oil 

players. The players analyzed were production players, import players, distribution players and retail 

players. Once again, no information was uncovered on the type of market — formal or informal — in 

which these players operate on. 

Frist, we present the results of the research on the indicator of Ghana’s and Nigeria’s palm oil production 

players. 

According to Angelucci (2013) in Ghana there are 400 small processors. They are characterized by a 

weak milling capacity as well as low quality of the oil produced. In Ghana there four large mills, and 12 

medium mills. According to Fold and Whitfield (2012) a 2006 survey conducted by Food and Agriculture 

Organization identified that four of the medium scale mills were not viable companies. According to Fold 

and Whitfield (2012) until recently the main buyer of medium and large scale mills was Unilever. We 

conducted our analysis on the four players that own the large mills because they are the players that 

produce refined palm oil, the product being analyzed. During the 1970s the Ghanaian governments 

focused on the development of the local palm oil market and created several estates. After several 

attempts these ventures failed and the estates started being privatized in the 1990s (Carrere 2013; Fold 

and Whitfield 2012). Currently, the main players are: Presco Plc, SIFCA group and Wilmar in a joint 

venture, Norpalm AS and PZ Cussons in a joint venture, and SOCFIN group.  

No specific data was uncovered in the number of small and medium size processors in Nigeria. Only 

was available data on large processors. Typically, these companies have fully integrated supply chain. 

They own estate farms as well as large primary and secondary processers (Gourichon 2013). During 

the 1960s the Nigerian governments focused on the development of the local palm oil market and 

Indicators Ghana Nigeria 

Presence of brokers Yes Yes 

Presence of national traders  Yes Yes 

Presence of palm oil dealer association No data available Yes 

Presence of wholesalers Yes Yes 

Characterization of household palm oil value chain  Small scale businesses Small scale businesses  
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created several estates. After several attempts these estates did not achieve the success desired and 

started being privatized in the 1990s (Carrere 2013). Currently, the main players are: Presco Plc, 

SOCFIN group, Wilmar and PZ Cussons and SIFCA Group. The two largest producers in Nigeria are 

Okomu and Presco. According to PricewaterhouseCoopers (2019, p.6) they hold a “sizeable market 

share, in terms of value —due to their combined capacity — compared to small-scale farmers”.  

In appendix D is presented an overview analysis of the players previously mentioned for both Ghana 

and Nigeria. Form this analysis we concluded that Ghana and Nigeria have in common the same major’s 

players. In both countries are present: Presco Plc, SIFCA group, Wilmar, PZ Cussons SOCFIN group. 

All players produce technical and/or special palm oil, and some also produce refined palm oil. From this 

analysis we can also conclude that most of the players have a vertically integrated supply chain. All own 

estates, mills, and some refineries. In both Ghana and Nigeria the mills are all located south, near the 

plantations. Also, these players have a presence in other countries in west African. Consequently, their 

supply chains have expanded cross national borders. Crude palm oil can be produced in one country, 

refined in a nearby country, and return to the initial country for sale. Many of these players use their 

plantations in other West Africa countries, for example in Ghana and Ivory Coast, to supply the Nigerian 

market. 

Next, we present the results of the research on the indicator of Ghana’s and Nigeria’s palm oil distribu-

tion players. Half of Nigerian palm oil production is in the south of the country. However, because it is 

consumed nationwide palm oil distributers have an important role in supplying the northern part of the 

country. The oil merchants are big players in palm oil distribution. They bulk-buy in the south and deliver 

it to the northern states according to Gourichon (2013). No specific data was uncovered on the type of 

businesses that distribute palm oil. We only uncover that palm oil associations have a deciding role in 

the players you enter to palm oil distribution, according to Gourichon (2013). For Ghana, we did not 

uncover any information on the type of businesses or structure of the palm oil distribution market. 

Next, we present the results of the research on the indicator of Ghana’s and Nigeria’s palm oil retail 

players. Hollinger and Staatz (2015) explained that there are no studies on West Africa’s food retailing 

— either modern retailing or traditional — describing their business models and procurement practices. 

Modern food retail includes supermarkets, hypermarkets, gas marts and convenience stores. Also, there 

are no basic information on the size and structure of food retailing. Mainly because of the retailing di-

versity, and the difficulty in measuring the importance of the informal economy. Overall street markets 

are the most important channel, accounting for half of food retailing in Ghana and Nigeria, according to 

Hollinger and Staatz (2015). Street markets are located in large open areas and are composed of indi-

vidual sellers with small stands selling from basic food staples to fruits and vegetables and meat and 

fish. Typically, the wholesalers are located nearby and are the main suppliers to all the individual sellers 

(Hollinger and Staatz 2015). In appendix D is presented an overview analysis of the players in formal 

retail in Ghana and Nigeria. Form this analysis we concluded that in both Ghana and Nigeria the players 

are concentrated in the southern region of the country, and only in some of the main urban areas. Ghana 

presents a better developed formal market however, only one player had an expressive presence in the 

country with 41 retail stores. In Nigeria the biggest player has around half of the stores. In both countries 
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this is the preferred channel for the middle-class consumers. In these countries the bottom of the 

class consumers chooses street market over modern retail because they offer a broader range of prod-

ucts at lower prices, moreover they can bargain for prices and taste products (Hollinger and Staatz 

2015).  

Next, we present the results of the research on the indicator of Ghana’s and Nigeria’s palm oil import 

players. Palm oil can be imported from neighboring countries or sourced worldwide. No specific data 

was uncovered on the type of businesses or structure of palm oil import market. Moreover, we did not 

found any information on role of palm oil associations in palm oil imports, but we can suppose that they 

have an important role. According to Hollinger and Staatz (2015) in Ghana and Nigeria most grocery 

wholesalers and retailers are also importers. Normally, they have satellite outlets or representatives in 

the main open markets. 

Finally, we conclude from the players analysis in both countries the retail structure and import structure 

presents the type of clients’ company A typically works with. These are small wholesalers that sell locally 

and import the food sold. Additionally, company A’s typical consumer, which is the bottom of the class 

consumer, shops only in the informal. Therefore we conclude that both countries have desired market 

structure for company A to enter.  

From this analysis of market players we cannot conclude on a country’s preference. Consequently, both 

countries are tied in this analysis.  

4.2.3.5. Distribution Infrastructure Analysis 

In this section we present the results of the research on the factors of Ghana’s and Nigeria’s distribution 

infrastructure. The indicators researched were road infrastructure, railway infrastructure and seaport 

infrastructure.  

In Ghana as well as Nigeria road transportation is most used mode of transportation for both passengers 

and cargo (Ghana Railway Development Authority of the Ministry of Transport 2013; World Bank 2014b). 

Road transportation represents more than 95% of passenger and freight transported in both countries 

(Ghana Railway Development Authority of the Ministry of Transport 2013; Japan International 

Cooperation Agency 2014). From this indicator we conclude that both countries present the same dis-

tribution network system.  

First, we present the results of the research on the indicators of Ghana’s and Nigeria’s road network 

and infrastructure analyses. The high usage of the road network can be explained by it being the only 

transportation network, in both countries, that guarantees the communication between all districts and 

regions, providing access to metropolitan or rural settlements (Ghana Railway Development Authority 

of the Ministry of Transport 2013; World Bank 2014b). Moreover, it is the only physical transportation 

network that allows transborder communication since, in both countries, the railway system does not 

extend beyond national borders. Consequently, Ghana and Nigeria have developed and extensive road 

network (Ghana Railway Development Authority of the Ministry of Transport 2013; Foster and Pushak 

2011b). Table 20 presents road indicators on Ghanaian and Nigerian road systems, reporting to 2006 

values.  
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Table 20 - Ghana’s and Nigeria’s 2006 road indicators compared to Africa’s low-income countries and Africa’s 
middle-Income countries in 2006 

Indicators 
Africa’s 

low-income 
countries  

Ghana  Nigeria  
Africa’s mid-
dle-income 
countries  

Paved road density (in kilometers per thousand 

square kilometers of arable land) 
86,6 158,1 174,1 507,4 

Unpaved road density (in kilometers per thousand 

square kilometers of arable land) 
504,7 804,0 94,2 1 038,3 

GIS rural accessibility (percentage of rural popula-

tion within 2 kilometers of all-season road) 
21,7 24,0 19,7 59,9 

 

Note: Ghana’s, Africa’s low-income countries and Africa’s middle-income countries data adapted from Foster and Pushak (2011a), 

Nigeria’s data adapted from World Bank (2014a) 

According to table 20 only 24% of Ghanaians and around 20% of Nigerians in rural population live within 

two kilometers of an all-season road. These values are well below the 60% average in Africa’s middle-

income countries. As Foster and Pushak (2011a, 2011b) explained in both countries these road exten-

sion seems to be inadequate to correctly access the rural population. Also, Nigeria presents the smallest 

unpaved road density which has a direct impact on rural accessibility, being far below the average of 

Africa’s low-income countries. However, Ghana presents an unpaved road density value between Af-

rica’s low-income countries and middle-income countries values. When we look at the low paved road 

density, we understand why Ghana still has a low rural accessibility. Finally we can conclude that Ghana 

has better accessibilities to rural areas, then Nigeria. However, Nigeria has the second most extensive 

road system in Nigeria which is the most important factor in this analysis (World Bank 2014a). Overall, 

Nigeria is the best performing country in this analysis. 

Next, we present the results of the research on the indicators of Ghana’s and Nigeria’s railway network 

and infrastructure analyses. From table 21 we conclude that Nigeria presents a better distributed railway 

system. 

Table 21 - Ghana’s and Nigeria’s railway indicators 

Indicators  Ghana (2013) Nigeria (2008) 

Railway distribution Southern regions Nation wide 

Railway system operational (in percentage of total railway) 13 20 

Wagon fleet for container transportation No No 

Railway transboundary connection No No 

Note: the research executed for the determination of these indicators is presented in appendix D 

In 2013 and 2008, Ghana and Nigeria respectively, had most of the railway system inoperative. In ap-

pendix D is presented an overview analysis of the railway system for both Ghana and Nigeria. From this 

analysis we conclude that both countries have started to invest in the railway system to address the low 

rate of railway operational. Nigeria started in 2002 and Ghana only started in 2017, therefore today 

Nigeria presents a better railway system. Since 2013 Nigeria started to use railway system to transport 

containers. Therefore, we conclude that Nigeria presents a better suited railway system. 

Next, we present the results of the research on the indicators of Ghana’s and Nigeria’s seaport network 

and infrastructure analyses. 

Ghana has two deepwater ports, Tema and Takoradi. These ports have received extensive rehabilitation 

over the years. Nevertheless the demand for these ports has experienced a continuous increase which 
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has led to an increasing level of congestion, and longer cargo dwell time (Ghana Railway Development 

Authority of the Ministry of Transport 2013). The Ghanaian Tema port is in country’s capital of Accra. 

This is the country’s main port. Not only receiving most of the country’s imports and exports, as well as 

handling the transshipments of cargo to the nearby countries of Burkina Faso, Niger and Mali. In period 

comprised of 2000 to 2011 the container traffic in the port more than double, from 200 000 to 750 000 

twenty-foot equivalent unit (TEUs). In the same period the cargo handled increased from 6 million to 11 

million tons. The country’s second, Takoradi port, is focused on the export of bauxite and manganese 

and the import of inputs for the cement industry. It has also experienced a smaller increased in container 

traffic from 43 000 TEUs in the year 2000 to 53 000 TEUs in 2011 (Ghana Railway Development 

Authority of the Ministry of Transport 2013). In terms of shipping companies we identified 25 companies 

that operate between portuguese ports and Ghanaian ports (Agência para o Investimento e Comércio 

Externo de Portugal 2017c). 

Nigeria has six deepwater ports distributed along the sea line. In the Lagos state there two ports Lagos 

port complex and Tin Can Island port complex, in the Cross River State there is the Calabar port com-

plex, in the Delta state there is the Delta port, finally in the River state there are the Rivers port complex 

and Onne port complex (Nigerian Port Authority 2019c). Some of these ports are more directed for the 

expedition of fluid products as is the case of Rivers port, Calabar port and Onne port. This last one 

accounts for 65% of the export cargo through the Nigerian Sea Port, due to oil and gas exports (Nigerian 

Port Authority 2019b). Nevertheless all ports presented work with containerized cargo. The Nigerian 

Lagos port, situated in Apapa at the Lagos, accounts for 70 per cent of Nigeria’s non-oil exports (Lagos 

Chamber of Commerce and Industry 2016). The port is being particularly affected by the increasing 

congestion outside port gates. The Lagos area is a populous urban area and a major transit route of 

imported refined petroleum products which causes continuous congestion on port access (Lagos 

Chamber of Commerce and Industry 2016). The World Bank (2016) annual report on Ease of Doing 

Business ranked Nigeria in 169th place out of 189 countries. This low score was in part due to low 

performance on factor trading across borders which is measured by the indicator of country’s ports 

effectiveness. Here Nigeria was ranked 182rd in 185 countries. Since 2013, Nigerian ports have been 

continuously nominated has the most expensive in West Africa (Lagos Chamber of Commerce and 

Industry 2016). The cost of importing and exporting goods in Nigerian ports remains an additional re-

straint. The Lagos Chamber of Commerce and Industry (2016, p.11) explains that on the import side 

“extra costs related to yard handling fees (which include demurrage and storage) represent an extraor-

dinary 77% of the total cost, driven by longer-than-ideal border clearance times, yard handling proce-

dures, and informal payments to customs and other government agencies”. The volume in Lagos port 

increased from 336 thousand TEUs in 2006 to 1.1 million TEUs in 2015 (Foster and Pushak 2011b; 

Lagos Chamber of Commerce and Industry 2016). Reaching the fourth place, in African ports, in terms 

of annual quantity of TEUs handled. Nevertheless, in 2014 it lagged behind the top three ports in Africa: 

Egypt with 8 810 990 TEUs, South Africa with 4 831 462 TEUs and Morocco with 3 070 000 TEUs 

(Lagos Chamber of Commerce and Industry 2016). In terms of shipping companies we identified 31 

companies that operate between Portuguese ports and  Nigerian ports (Agência para o Investimento e 

Comércio Externo de Portugal 2018). 
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In appendix D is presented an overview analysis of the seaport system problems, for both Ghana and 

Nigeria.  

After, these analyses of Ghana’s and Nigeria’s seaport network and infrastructure we conclude that 

Ghanaian ports are least congested than Nigeria ports. First both countries present shipping companies 

that operate between Portugal and these markets, consequently Ghana and Nigeria successfully per-

formed in this decisive factor. Ghana presents least options in terms of shipping companies than Nigeria. 

Finally, we conclude that overall Ghanaian ports present a better port infrastructure which is least con-

gested and therefore is the best performing country in this analysis.  

Finally, we conclude from the infrastructure analysis that Nigeria outperformed Ghana in the road and 

railway analyses, and Ghana outperformed in the seaport analysis. Consequently, Nigeria is the best 

performing country in the infrastructure analysis. 

4.2.4. Product Characterization  

In this section we present the results from the research conducted on palm oil preferences and uses, 

packaging preferences as well as buying preferences. In our research no information was uncovered 

on the indicators: consumers brand loyalty, consumers attitudes toward products of foreign origin, and 

customers’ needs and desires. 
 

Table 22 presents the results on the indicators of consumers preferences on palm oil and vegetable 

oils. For the indicator of refined palm oil uses no information was found for both Ghana and Nigeria. No 

information was found for the indicator of household palm oil purchase frequency for Ghana and Nigeria. 

No information was found for the indicator of consumer palm oil packaged size preferences for Ghana 

and Nigeria. 

Table 22 - Indicators of consumers’ preferences on palm oil and vegetable oils 
 

Note: the research executed for the determination of these indicators is presented in appendix D 

Table 23 presents the results of consumers buying preferences. No information was found on Ghana-

ians’ and Nigerians’ preferences on the place to buy palm oil or vegetable oils in general. 

Table 23 - Indicators of consumers’ preferences on retail space to shop 

Note: the research executed for the determination of these indicators is presented in appendix D 

Indicators Ghana  Nigeria  

Consumer palm oil preferences 
(crude or refined palm oil)  Crude Palm Oil Crude Palm Oil 

Palm Oil Weekly Consumption 
(in national average household size) No data available 2 litres of palm oil 

Consumer Vegetable Oil Packaged 
Size Preferences (in liters) 

1,5 – 5  20 

Retailer Palm Oil Packaged Size 
Preferences 

22,5 liters jerry cans 20 liters jerry cans  

Indicators Ghana  Nigeria  

Food product sells in modern retail 
(in percentage of total food sells) 1-2 1-2 

Food product sells in informal retail 
(in percentage of total food sells) 98-99 98-99 
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From table 22 conclude that in both countries crude palm oil is the preferred type of palm oil. Therefore 

consumers do not preferred the type of product sold by company A. However, Company A sells the type 

of package preferred for both Ghanaian and Nigerian consumers and retailers. From table 23 we con-

clude that Ghanaian and Nigerian consumers prefer to buy food in informal retail, which is the retail 

chain than Company A typically operates on. Finally, we conclude, from the market potential factor 

group, that neither country excelled in these analyses. Consequently, both countries are tied in this 

factor group.  

4.2.5. Market Access Analysis 

In this section we present the results from the research conducted on country effect on market access, 

sample countries’ trade relation with Portugal as well as sample countries’ palm oil trade barrier.  

Table 24 presents the results from the indicators of country effect and product effect analysis. We did 

had access to the information for the indicator portuguese palm oil imports growth between 2014-2018  

because the source, International Trade Center (2019), has no publicly available information for Portugal 

palm oil exports Ghana and Nigeria prior to 2018. 

Table 24 - Indicators of country effect and product effect analysis 
 

Sources: a Agência para o Investimento e Comércio Externo de Portugal (2017c); b Agência para o Investimento e Comércio 

Externo de Portugal (2018); c  International Trade Center (2019). 

From table 24 we conclude that portuguese imports play a small percentage of Ghanaian and Nigerian 

imports. Nevertheless, Portuguese imports are better ranked in Nigeria than Ghana. Between 2014 and 

2018 the Portuguese imports decreased by more than 50%. This is explained by, in 2016, Nigeria ex-

perienced its first years of recession in twenty-five years (World Bank 2019e). We conclude that, even 

with this significant decrease, portuguese imports have a better performance in Nigeria than Ghana. 

Table 25 presents the results of the indicators of analysis countries’ trade relation with Portugal. 

Table 25 - Indicators of analysis countries’ trade relation with Portugal  
•  

Note: the research executed for the determination of these indicators is presented in appendix D 

Factors Indicators Ghana (2018) Nigeria (2018) 

Country 
Effect 

Portugal’s 2018 Import Penetration a, b 
(share of portuguese imports in country’s total imports)  

0,49 1,08 

Portugal’s 2018 raking as a supplier a, b 
(performance of portuguese imports in country’s overall imports)  

24th  19th 

Portuguese imports growth between 2014-2018 a, b  
(in percentage) 27 -57 

Product 
Effect 

Palm Oil Imported from Portugal in 2018 c 
(in percentage of total palm oil imported) 0 0 

Indicators Ghana (2018) Nigeria (2018) 

Trade Organization Membership World Trade Organization World Trade Organization 

Trade Block Membership Yes Yes 

Preferential Treaty with Portugal No  No  

Preferential Treaty with European Union  Yes  No  

System Guiding Portugal’s Imports Tariff Sys-
tem to the Country 

World Trade Organization 
tariffs  

World Trade Organization 
tariffs  



 

65 
 

From table 25 we conclude that portuguese imports are conducted by the same system in both coun-

tries. This analysis is the basis for the analysis of trade barrier that is presented next. Table 26 presents 

the results of the indicators of trade barrier analysis. 

Table 26 - Indicators of trade barrier analysis 
•  

Note: the research executed for the determination of these indicators is presented in appendix D 

From table 26 we conclude that both Ghana and Nigeria present the same import tariff level for refined 

palm oil. However, Nigeria presents a smaller value added tax on refined palm oil than Ghana. In terms 

of additional levies Ghana outperformed Nigeria by presenting a smaller pack of additional levies. We 

conclude from this trade barrier analysis that Ghana outperformed Nigeria. Lastly, we detected that 

Nigeria has an import ban in refined palm oil. Therefore, Nigeria is eliminated from the analysis since it 

is not possible to export refined palm oil to the country.  

4.2.6. Final Selection 

In table 27 we present the results of each factor group analysis. Overall, we conclude that Ghana and 

Nigeria were tied in our analysis, since both exceled in the same number of factor groups. Additionally, 

in the market access we detected that Nigeria has an import ban on refined palm oil therefore, the 

country is excluded from the analysis. 

Table 27 - Results of in-depth screening phase 

Factor group Ghana Nigeria 

Trade analysis x  

Market potential  x 

Local production and distribution  x 

Product characterization     Tied 

Market access x Country excluded 

Finally, we conclude that Ghana is the country selected to move to the last stage in the analysis.  

Indicators Ghana (2018) Nigeria (2018) 

Tariff Barrier 

Tariff on Refined Palm Oil (in percentage) 35 35  

Value Added Tax (in percentage) 15 5 

Additional Levies   

Additional Import Levy on Refined Palm Oil of 25% CIF cost No Yes 

ECOWAS Levy is 5% CIF cost  Yes Yes 

National Health Insurance levy 2,5% of added tax value Yes No 

Export Development and Investment Fund levy is 5% CIF cost Yes No 

Port Development levy is 7% of import duty cost No Yes 

Comprehensive Import Supervision Scheme is 1% FOB cost No Yes 

Non-Tariff Barrier 

Local Product Requirements for Palm Oil Imports No  No  

Quota on Refined Palm Oil Imports No  No  

Ban on Refined Palm Oil Imports No Yes 
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4.3. Discussion 

Before the preliminary analysis only Gabon was eliminated from the sample due to lack of public avail-

able data. All the remaining three countries were analyzed. Gabon’s elimination, before the analysis 

began, affected the model’s results. However, this is a problem in both emergent and frontier markets 

that we in this research cannot overcome.  

Cavusgil’s 2018 model of Market Potential Index is a country specific model. Therefore, the selected 

countries may not be ideal for the product being studied, since product specific indicators are only intro-

duced in the next stage of the analysis. Consequently, a country may have be wrongly moved to the 

next stage. To address this limitation, we suggest the introduction of product specific indicators in the 

model, for example, the “Trade Analysis” factor group indicators. In this master dissertation, we were 

not focused on assisting the case study’s decision maker in his selection process, but we are focused 

on studying the model’s factors therefore, this limitation did not affect our analysis. Nevertheless, we 

recognize that it affect the model’s results. 

Mullen and Sheng (2006) performed an analysis on Cavusgil's (1997) by testing two weights schemes 

for each factor to explore the sensitivity of this index to the choice of weights. As expected, the results 

showed that the choice of sample, indicators and weights directly affect the index and its rankings, 

conveying that meaningful indicators and weights will conduce to a more accurate estimation and allow 

for differences across industries (Sheng and Mullen 2011). 

In the preliminary screening, when we analyze each of the three sample countries by their factor perfor-

mance, we detected that Ghana outperformed the other two countries on the factors of market con-

sumption capacity, market receptivity, economic freedom and country risk. In terms of commercial infra-

structure, the result was tied between Ghana and Ivory Coast, outperforming only by one value Nigeria. 

Ivory Coast only outperformed the other countries on the factor of country’s market growth rate, scoring 

more than ten points above Nigeria and seventeen above Ghana. Nigeria outperformed the other coun-

tries on market size, due to its big population size, and market intensity. Even though Nigeria had the 

best overall score it also presented the worst score on market receptivity, economic freedom and country 

risk. After this results presentation, we can conclude that the weights assigned had a determinant effect 

on the overall results as Mullen and Sheng (2006) proved. Nigeria outperformed its counterparts only 

on two factors however, these were the factors that had highest weights, 25% and 15%. If the factors 

that Ivory Coast excelled on had higher weights, than this country may not have been eliminated. As we 

acknowledged in section 3.4.1, the decision of not changing the model’s weights could affect the models 

results. Another major disadvantage is the fact that the model results depend from the sample used. 

The model does not have an absolute scale to standardized and normalized scores, instead it does 

these procedures based on the values collected in each analysis, as Mullen and Sheng (2006) proved. 

However, in this master dissertation we are not focused on assisting the case study’s decision maker in 

his selection process, but we are focused on studying the model’s factors. Therefore, our analysis was 

not compromised by the models results. Consequently, we conclude that in the preliminary screening 

we succefully analyzed each country on the critical factors we identified in section 2.2.4.2.  
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For the in-depth screening phase, we used Cavusgil’s (1985) model as the basis framework. However, 

this model did not indicate a selection process to conduct the elimination process. From the state of the 

art review, we concluded that there is no standard approach in international market selection literature 

in terms of the selection methods. Root (1994) suggested the decisive factors approach. As Root (1994) 

highlighted, the decisive factors approach raises the question: if we select a number of factors as deci-

sive, then why should we analyze the non-decisive factors. Therefore, this approach was not selected 

because we believe that all factor identified for market selection need to be analyzed. If we only analyze 

certain factors, depending on the decision maker, we create a biased selection criterion. Another popu-

larized approach is the ranking procedure. However, following the same reasoning from the preliminary 

screening, this approach went beyond the project’s focus. For the in-depth screening selection process 

we chose to analyze each indicator, according to the decision makers criteria, attributing an equal weight 

system to all factor groups. Nevertheless, we recognize that this approach had a directed impact in the 

final result, and does not convey the decision markets’ factors preferences.  

In the state of the art review, we concluded that the context dependency of international market selection 

has maintained an absence in the literature of an order of preference of factors, that would allow us to 

make the countries selection in this phase. Only was researched the general order of preference for 

factors for international market selection of developed markets. In the interview we obtained the decision 

makers’ factors preference. However, his preference list differs greatly from the preliminary screening 

factors preference for developed markets. From the literature review, we concluded that the most im-

portant factor is market size and growth. The next factors had different support in the literature: level of 

competition, export restriction, political and economic stability. For our decision maker the most im-

portant factors in the in-depth screening phase were trade balance indicators, national industry indica-

tors and infrastructure indicators. These differences in factor’s importance is due to the phase of selec-

tion. Each market selection phase has a different objective and, in the literature review, the authors 

which presented this data did not specify the phase in the analysis. In the interview our decision maker 

agreed that the market size and potential is a major decision factor in the preliminary screening, however 

in the in-depth screening phase the decision maker focus on more operation aspects which is translated 

by his factors’ preference.  

Even though, we did not assign a factor’s preferences in our analysis Ghana outperformed Nigeria in 

two of the top three indicators selected by the decision maker. However, this could not have been case 

and we would have selected a country which performed poorly in the top performing factors for our 

decision maker. Therefore, in international market selection models there needs to be considered the 

factor’s preferences. We propose a weighting system to convey this factor’s preference. First, in order 

to obtain the top performing countries, in each factor group, we propose the system we develop for the 

analysis. Thus, the top performing countries are obtained through the decision makers indicators’ se-

lection criteria. After, when all factors group have its top performing country, we introduce the weighting 

system. This allows the introduction of the decision makers factors’ preference in the country’s final 

selection. 
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From the in-depth screening results, we concluded that the “Trade Analysis” factor did not provide ac-

curate data on refined palm oil imports. This was due to the inaccurate information provided by United 

Nations (2019b) UNcomtrade: United Nations Commodity Trade Statistics Database. This error is a 

results of the fact that the trade data is reported by the exporter country and not the importing country 

(United Nations 2019b). Consequently, Nigeria’s import ban on refined palm oil was not identified be-

cause there was country’s that reported to export refined palm oil to Nigeria. Therefore, Nigeria should 

have been removed from the analysis as a result of this indicator being one of the decisive factors in the 

analysis. We suggest that the “Market Access” factor group be joint it with the “Trade Analysis” group 

factor to resolve the problem. Nevertheless, in terms of the model’s factors, we conclude that in the in-

depth screening we succefully analyzed each country on the critical factors we identified in section 

2.2.4.2.  

A major limitation of the three-stage sequential approach is the necessity of comparable information, on 

each indicator, for each country. Moreover, the model is based on the use of secondary data which can 

pose a problem of reliability (Kumar, Stam, and Joachimsthaler 1994). The preliminary screening model 

used developed a framework that thoroughly addressed all these concerns. The information required 

for all indicators was available for all countries and the information corresponded to the same time pe-

riod. In the in-depth screening we were able to analyze the countries, however we did not found data 

available for all the indicators. Also, in some cases, the data available was not comparable since the 

data available was for different years. Moreover, in same indicators we only uncovered data from ten 

years ago which does not transmit an accurate reality on the market. Especially, frontier markets which 

are fast changing markets. Cavusgil, Knight, and Riesenberger (2017) highlighted, two problems in data 

collection in frontier markets, which directly affects per capita income data results:  

- Official statistical data does not account for the informal economy. In frontier markets the infor-

mal economy can even be bigger that the formal economy; 

- The governmental agencies underreport the national income to stay eligible for low-interest 

loans and grants from international agencies. 

As we concluded in the state of the art, these are characteristics of frontier market analysis. All these 

factors compromise the results obtained. Nevertheless, the focus of this master dissertation was not 

compromised by the lack of accuracy and comparability of frontier markets data. 

An operational limitation was imposed to the chosen model because of the inability to perform the last 

step of three-stage model. However, this is a known limitation identified by researchers. Kumar, Stam, 

and Joachimsthaler (1994) suggest that a company contracts a marketing research organization for this 

stage. Cavusgil (1985) adds visits to the countries, in particular to the potential foreign end users and 

distributors as well as to industry trade shows and fairs. Despite these limitations, the selected model 

presents a well-structure framework for the analysis of this case, since this framework can be easily 

customized, which is ideal for this study. Even though, the last step was not be performed this analysis 

provides a relevant contribution of frontier market selection factors.  

 

  



 

69 
 

5. Conclusion  

Market selection is considered by many researchers the most critical step in an internationalization 

strategy, because it conditions all the following steps. However, market selection is an often-overlooked 

aspect of internationalization literature. International market selection literature has a context-dependent 

feature which has inhibited the creation of a generalized theory that could be applicable to various in-

dustries and firms. Consequently, it is still a fragmented field, which requires empirical work. 

International commerce is experiencing changing times. New markets are emerging, reshaping trade 

flows. Especially, African markets. These new emerging markets are defined as frontier markets. Fron-

tier markets present a long-term market potential by offering higher rates of return than developed mar-

kets. Therefore, they are ideal for companies which want to grow their business. However, these mar-

kets are a risky investment due to their fast-changing nature. International market selection is part of a 

well-structured strategy that can enhance the success rate of new entrants in these markets. The inter-

national market selection literature has not yet studied frontier markets. This is a consequence of frontier 

markets’ lack of necessary information for market selection. Meanwhile the internet enabled market data 

to be now readily available in public sources (Johansson 2009). Consequently, there are new factors 

that can be used to study frontier markets which were not available before. This advance motivates the 

present work. 

In this master dissertation, we were focused on studying the market selection factors for frontier markets’ 

analysis. However, the factors used depend upon the models. Therefore, the models in market selection 

literature were the basis for this analysis, and guided the factors’ selection process. The frontier markets 

have not been included in emergent markets literature, until the 2000s, because no data was available 

to study them. Consequently, in this research we wanted to assess if international market selection 

factors, developed for emergent markets’ analysis, could also be used for market selection of frontier 

markets, given that frontier markets are a sub-set of emergent markets (Nellor 2008). Additionally, we 

wanted to determine which are the critical market selection factors in frontier markets analysis. Further-

more, we sought to determine if there are additional factors which need to be considered when analyzing 

frontier markets, given these markets characteristics. Lastly, we wanted to teste, the perceived notion 

in the international market selection literature, that frontier markets cannot be analyzed because of lack 

of statistical data. One of the main contributions of this work was focused on the development of an in-

depth screening stage for frontier markets, where there is an absence in the literature for both emergent 

and frontier markets.  

For this investigation, we elected a case study methodology, because it is an adequate approach for in-

depth understanding of cases (Stake 2000). We selected a Portuguese FMCG trading company to serve 

as the analysis case. This company was chosen because it is a SME, looking to expand its frontier 

market’s presence in order to grow its business. As mentioned in the literature, SMEs are often unable 

to develop a structure market selection model. Therefore, this is an especially challenging case study. 

Currently, the company is focused on new trading opportunities in sub-Saharan Africa, due to its long-

term economic potential. The case sample was composed of four countries: Gabon, Ghana, Ivory Coast 

and Nigeria. This sample was given by the company’s decision maker. He did not choose frontier 
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markets in other continents because the company works in the sub-Saharan African region. Therefore, 

this first election of the initial sample is based on the psychic distance concept. The decision maker 

selected markets that he believes to have a smaller psychic distance from the markets he already works. 

In the literature the only solution to address this problem is to consider all possible markets, which is not 

correct in this case study since company A only wants to expand his business in sub-Saharan Africa. 

Consequently, we do not contest this bias. For the product variable the decision maker selected refined 

palm oil. The decision maker selected this product given his knowledge of palm oil being a staple food 

in these countries. Additionally, it is a product that the company already offers. 

From the state of the art review, we concluded that the most appropriate model for this case analysis is 

the three-stage sequential approach. The model is composed of a preliminary screening stage, an in-

depth screening stage, and lastly the final decision stage. This model enables a structured and system-

atic market selection procedure that guides the decision maker in the selection process. The sequential 

analysis allows a rapid market selection by reducing the time spent on market analysis. Therefore, this 

was the most supported model in the literature.  

In the literature review, in order to determine the critical market selection factors for frontier market 

analysis, we first reviewed the factors used on models developed only for developed markets and the 

factors used on models that analyzed both developed and emergent markets. From this analysis, we 

were able to determine which are the factors used only for emergent markets. We concluded that the 

factors used were risk factors and infrastructure factors. The risk factors are composed of factors that 

analyze political, legal, economic/financial and cultural risks. The infrastructure factors are composed of 

factors that analyze the country’s basic infrastructures, physical transportation structure, retail distribu-

tion network and communication infrastructures. 

After, we analyzed if the previously determined factors were used in models developed only for emer-

gent market analysis. Additionally, we researched for additional factors used in these models, that were 

not use in the first group of models. We determined that the risk factors and infrastructure factors, pre-

viously identified, had different levels of support in the emergent markets’ models reviewed. The most 

support group factor was the risk group factor, followed by the infrastructure group factor. We also de-

termined that the researchers that did not included these factors in their analyses still acknowledged 

these factors determining effect in the market selection process. In the review of emergent markets 

models, we uncovered additional factors, like Khanna, Palepu, and Sinha (2005) institutional infrastruc-

tures analysis. Therefore, the institutional infrastructures were added to the infrastructure factor group. 

This factor group now went beyond the analysis of country’s physical infrastructures and also analyzed 

a country’s institutional infrastructures. 

Finally, we analyzed if the previously determined factors we used in models developed only for frontier 

market analysis. However, in the literature there is not a model developed only for frontier market anal-

ysis. Therefore, we were only able to analyze if the previously determined emergent markets factors 

were suitable to analyze frontier markets, given these markets characteristics. In our analysis, we con-

cluded that the emergent markets factors are suitable for frontier market analysis. However, we also 

detected that some indicators used in the analysis of emergent markets are not suitable for the analysis 
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of frontier markets, for example, the usage of per capita middle-class income as the country’s standard 

income per capita. We uncovered that should be used the country’s median income in order to take into 

consideration these country’s income distribution problems. 

The research of international market selection models in the literature review enabled us to develop a 

framework with the most mentioned factors and indicators in each of the three stages of the sequential 

approach. This framework was based on the analysis of models developed for developed markets as 

well as on models developed for developed and emergent markets. To this framework we added the 

factors and indicators we identified in our research of frontier markets factors. Finally, we were able to 

present a framework of factors that need to be considered in frontier market selection, using the three-

stage sequential approach. Since the international market selection literature does not typically consider 

a mode of entry, the framework obtained is valid for all modes of entry. Also, the framework does not 

discriminate by companies’ size or industry. This is a general framework that will guide a company’s 

contextualization process when analyzing frontier markets. Since the international market selection lit-

erature does not particularize its models, every decision maker before using a model has to contextual-

ized it. This contextualization allows a model to be adapted to decision maker’s reality. The 

contextualization process is  attained through an adaptation of the model’s factors and indicators. 

In the literature review of international market selection models, we did not identify a model which 

adapted all stages, of the three-stage model, for the analysis of emergent markets. For the preliminary 

screening stage we elected the 2018 version of Cavusgil's (1997) Market Potential Index model. This 

model was selected because its indicators are reviewed every year, maintaining a relevant framework. 

Moreover, since 2014 it expanded its analysis to included frontier markets (GlobalEDGE 2018a). For 

the in-depth screening, we opted Cavusgil's (1985) model. Firstly, this model is an extension of the 

Market Potential Index model, therefore can be used with it. Secondly, this is the only framework in the 

literature which provides a detailed framework of factors for the in-depth screening stage. The last stage 

of the three-stage model, unlike the other stages, cannot be performed solely on secondary data. In fact 

this stage requires primary data, this is first-hand information obtained through field research (Cavusgil 

1985; Johansson 2009). Consequently, we did not perform the last stage in this work.  

Cavusgil's (1985) model selected for the in-depth screening stage does not enumerate the indicators 

and sources that need to be used. Additionally, in the state of the art review, we concluded that in the 

in-depth screening no model had been fully developed in the literature. Consequently, to allow the in-

depth screening analysis we had to develop the required framework. We successfully developed an in-

depth screening framework for frontier markets’ market selection, based on Cavusgil's (1985) model 

and our developed framework which includes all the necessary factors in a market selection as well as 

the critical factors in frontier markets’ analysis. Also, Cavusgil's (1985) model did not present a market 

selection procedure. From the state of the art review, we concluded that in the literature there is no 

standard approach in terms of the selection methods. For the in-depth screening selection process, we 

chose to analyze each indicator, according to the decision makers’ criteria, attributing an equal weight 

system to all factor groups. Nevertheless, we recognize that this approach has a directed impact in the 

final result, and does not convey the decision markets’ factors preferences.  
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Given the context-dependent nature of international market selection both models, for the preliminary 

screening and in-depth screening phases, had to be adapted to case-study characteristics. 

In the preliminary screening phase contextualization process, we concluded that 2018 version of 

Cavusgil (1997) model was equipped with the critical factors for frontier markets analysis we identified. 

The contextualization process not only focus on adapting the model’s factors but also customizing the 

model’s weights. However, we did not change the model’s weights and used in our analysis the standard 

model’s weights. The main contribution of this work is focused on the development of an in-depth 

screening stage for frontier markets. Where there is an absence for both emergent and frontier markets. 

Consequently, the study of the model’s weights goes beyond the objective of this master dissertation. 

In this study, we are not focused on assisting the case study’s decision maker in his selection process, 

but we are focused on studying the model’s factors.  

In the in-depth screening phase, we performed the required contextualization process taking into con-

sideration the decision maker’s experience, industry context, consumer base, international market 

know-how and product characteristics. Therefore, the contextualized in-depth framework developed “as 

is” is only valid for portuguese SME trading companies that want to study the feasibility of exporting 

palm oil to a frontier market. Nevertheless, the contextualized framework contributed to the literature by 

presenting the first in-depth screening model’s application. Additionally, the developed model provided 

a framework that can be easily customized and adapted to each company’s context, which is a neces-

sary step for all market selection models.  

After conducting the preliminary screening analysis, we obtained the factors each country appears to 

excel on. However, we do not have concrete data on country’s factor performance. We are only pre-

sented with a final standardized and normalized score. This is one of the major disadvantages of an 

index model as both Ghemawat (2001) and Khanna, Palepu, and Sinha (2005) mentioned. They argue 

that the values obtained do not take into consideration the country’s reality and reduce it to a single 

value. Also, the model’s results depend from the sample, weights and factors used. Therefore, the con-

textualization process has a determinant effect on the models results. However, these is a limitation on 

the decision makers ability to customize the model, since some of the sources used in the model do not 

make their data publicly available, as is the case of Euromonitor International. Finally, this model has 

limited applicability to frontier markets, especially when Sub-Saharan African countries are considered, 

since many of them are not included in the pool of countries analyzed. From the forty-six countries the 

United Nations (2019a) identify as Sub-Saharan African countries, only eleven where included in the 

analysis: South Africa, Angola, Cameroon, Tanzania, Uganda, Democratic Republic of the Congo, 

Kenya, Ethiopia, Ivory Coast, Ghana and Nigeria. Nevertheless, this was the only model in the literature 

that included frontier markets in its sample. 

After conducting the in-depth screening analysis, we concluded that the analysis was compromised by 

the lack of comparable information, on each indicator, for each country. In the in-depth screening, we 

were able to analyze the countries, however there was not data available for all the indicators. Also, in 

some cases, the data available was not comparable since the available data was for different years. 

Moreover, in same indicators we only uncovered data from ten years ago which does not transmit an 
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accurate reality on the market. Especially, frontier markets which are fast changing markets. As we 

concluded, in the state of the art, this are characteristics of frontier market analysis. All these limitations 

compromise the results obtained. Nevertheless, the focus of this master dissertation was not compro-

mised by the lack of accuracy and comparability of frontier markets data. 

An operational limitation was imposed to the chosen model because of the inability to perform the last 

step of three-stage model. However, this is a known limitation identified by researchers since the last 

step requires first-hand information. Despite these limitations, the selected model presents a well-struc-

ture framework for the analysis of this case, since this framework can be easily customized, which is 

ideal for this study. Even though, the last step was not be performed our analysis provides a relevant 

contribution of frontier market selection models.  

In this master dissertation, we were also focused in analyzing the information available and asses if 

frontier markets have publicly available information that allows them to be studied. Before the prelimi-

nary analysis only Gabon was eliminated from the sample due to lack of public available data. All the 

remaining three countries were analyzed. As we previously mentioned, a recurrent problem in both 

emergent and frontier markets is the lack of readily available statistical data, since these markets have, 

the previously mentioned, “institutional voids”. Typically, frontier markets do not have an infrastructure 

developed to collect statistical data. However, our analysis successfully showed that frontier markets 

can be analyzed since the necessary information is now available.  
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6. Future Work  

In this section we propose some future work directions that our research rouse in the field of international 

market selection as well as some shortcomings we identified in the field of internationalization. 

The research conducted in this master dissertation open international market selection to a new area 

that was previously perceived unfeasible to be studied in this field of international market selection. The 

research on frontier markets selection models needs to be complemented by other case studies that 

explore different types of frontier market. This type of research could be focused on analyzing the ap-

plicability of the critical market selection factor, identified in this master dissertation, in other types of 

frontier markets. Additionally, studying other types of entry mode in frontier market analysis would com-

plement our factors’ study by researching different indicators that would operationalize them.  

We identified that there is an overall lack of studies analyzing the suitability of the international market 

selection models in real-life context. This is translated in most model’s inability to be used in case stud-

ies, for example, by lacking a selection process. This research preposition uncovers another absence 

in the literature, a lack of specific data on decision markets’ factors selection criteria.  

Lastly, we identified the need for research on how differences in decision makers is translated in their 

choice of selection criteria. Researching how the decision makers experiences and context affects her 

factors selection, e.g. comparing decision makers in MNE trading companies and SME trading compa-

nies. Additionally, in the literature most of the models are developed using American companies as the 

study unit. Therefore, most of the models take into consideration these companies selection prefer-

ences. Consequently, this creates an absence of diversity of decision markets’ factors selection criteria 

in the models in international market selection literature. Thus, there is a need of research that provides 

a basis for a guiding line in terms of most import selection criteria in international market selection, for 

different industries, companies sizes, nationalities, amongst other factors.   



 

76 
 

 

 

 

  



 

77 
 

References 

Acheampong, Theophilus, Michael Omane-Achamfuor, and Nii Anang Tawiah. 2014. “The Economic 
Partnership Agreement Between Ghana and the European Union: A Developmental Game 
Changer?” Munich. https://mpra.ub.uni-muenchen.de/66232/1/MPRA_paper_66232.pdf. 

Agência para o Investimento e Comércio Externo de Portugal. 2017a. “Costa Do Marfim - Síntese 
País.” Lisboa. 
http://www.portugalglobal.pt/PT/Biblioteca/Paginas/Detalhe.aspx?documentId=3a76cb09-06fd-
423a-b501-961d140de7c1. 

———. 2017b. “Gabão - Síntese Pais.” Lisboa. 
http://www.portugalglobal.pt/PT/Internacionalizar/Paginas/MercadosExternos.aspx?marketId=23. 

———. 2017c. “Gana - Síntese País.” Lisboa. 
http://www.portugalglobal.pt/PT/Biblioteca/Paginas/Detalhe.aspx?documentId=7119293d-23d4-
4611-b489-4377e7fcc802. 

———. 2018. “Nigéria - Síntese País.” Lisboa. 
http://www.portugalglobal.pt/PT/Biblioteca/Paginas/Detalhe.aspx?documentId=ac681ef6-25ef-
4c25-9d43-8315fca90d4a. 

Akwagyiram, Alexis. 2018. “Unilever and Consumer Rivals Raise Bets on Nigeria.” Reuters, 2018. 
https://www.reuters.com/article/us-nigeria-unilever/unilever-and-consumer-rivals-raise-bets-on-
nigeria-idUSKBN1FD20Q. 

Anagor-Ewuzie, Amaka. 2019. “Kaduna Inland Dry Port Records Import Cargo Throughput of 2,318 
TEUs in 2018.” Business Day, 2019. https://businessday.ng/maritime/article/kaduna-inland-dry-
port-records-import-cargo-throughput-of-2318-teus-in-2018/. 

Andersen, Otto, and Arnt Buvik. 2002. “Firms’ Internationalization and Alternative Approaches to the 
International Customer/Market Selection.” International Business Review 11 (3): 347–63. 
https://doi.org/10.1016/S0969-5931(01)00064-6. 

Andersen, Poul H., and Jesper Strandskov. 1997. “International Market Selection: A Cognitive 
Mapping Perspective.” Journal of Global Marketing 11 (3): 65–84. 
https://doi.org/10.1300/J042v11n03_05. 

Anderson, Erin, and Hubert Gatignon. 1986. “Modes of Foreign Entry: A Transaction Cost Analysis 
and Propositions.” Journal of International Business Studies 17 (3): 1–26. 
https://doi.org/10.1057/palgrave.jibs.8490432. 

Angelucci, F. 2013. “Analysis of Incentives and Disincentives for Palm Oil in Ghana: Draft Version.” 
Technical Notes Series. Rome. http://www.fao.org/in-action/mafap/resources/detail/en/c/394309/. 

Appiah, John. 2018. “Wilmar Africa Employs 6,050 Ghanaians.” The Finder, 2018. 
https://www.thefinderonline.com/business-finder/item/14570-wilmar-africa-employs-6-050-
ghanaians. 

Arnold, David J, and John A Quelch. 1998. “New Strategies in Emerging Markets.” Sloan Management 
Review 40 (1): 7–20. https://search.proquest.com/docview/224965007?pq-origsite=gscholar. 

Ayodele, Thompson. 2010. “African Case Study : Palm Oil and Economic Development in Nigeria and 
Ghana ; Recommendations for the World Bank’s 2010 Palm Oil Strategy.” Lagos. 
http://www.ippanigeria.org/articles/African Case Study Palm Oil and Economic Development.pdf. 

Bax, Pauline. 2013. “Bloomberg: Asian Palm-Oil Planters Head to West Africa.” 2013. 
https://rightsandresources.org/en/blog/bloomberg-asian-palm-oil-planters-head-to-west-
africa/#.XZ92PUZKjIV. 

Boddewyn, Jean J. 2016. “International Business-Government Relations Research 1945-2015: 
Concepts, Typologies, Theories and Methodologies.” Journal of World Business 51 (1): 10–22. 
https://doi.org/10.1016/j.jwb.2015.08.009. 

Brewer, Paul. 2001. “International Market Selection: Developing a Model from Australian Case 
Studies.” International Business Review 10 (2): 155–74. https://doi.org/10.1016/S0969-
5931(00)00049-4. 



 

78 
 

Bricas, Nicolas, Claude Tchamda, and Marie-Cécile Thirion. 2014. “Consommation Alimentaire En 
Afrique de l’Ouest et Centrale: Les Productions Locales Tirées Par La Demande Urbaine, Mais 
Les Villes Restent Dépendantes Des Importations de Riz et de Blé.” In Déméter 2014 : Économie 
et Stratégies Agricoles., 125–42. Paris: Club Déméter. http://agritrop.cirad.fr/570487/. 

Brickley, James A., and Frederick H. Dark. 1987. “The Choice of Organizational Form: The Case of 
Franchising.” Journal of Financial Economics 18 (2): 401–20. https://doi.org/10.1016/0304-
405X(87)90046-8. 

Buckley, Peter. 2011. “The Theory of International Business Pre-Hymer.” Journal of World Business 
46 (1): 61–73. https://doi.org/10.1057/9780230508644. 

———. 2016. “The Contribution of Internalisation Theory to International Business: New Realities and 
Unanswered Questions.” Journal of World Business 51 (1): 74–82. 
https://doi.org/10.1016/j.jwb.2015.08.012. 

Buckley, Peter, and Mark Casson. 1978. The Future of the Multinational Enterprise. 2nd ed. London: 
The MacMillan Press Ltd. https://doi.org/10.1007/978-1-349-02899-3. 

———. 1996. “An Economic Model of International Joint Venture Strategy.” Journal of International 
Business Studies 27 (5): 849–76. https://doi.org/10.1057/palgrave.jibs.8490154. 

Buckley, Peter, and Pervez Ghauri, eds. 2015. International Business Strategy: Theory and Practice. 
1st ed. New York: Routledge. 

Buckley, Peter, and Robert Pearce. 1979. “Overseas Production and Exporting by the World’s Largest 
Enterprises: A Study in Sourcing Policy.” Journal of International Business Studies 10 (1): 9–20. 
https://doi.org/10.1057/palgrave.jibs.8490626. 

Business Day. 2014. “Nigeria Retail: Sector Report 2014/2015.” Lagos. 
https://www.businessdayonline.com/wp-content/uploads/2016/10/Nigeria-Retail-Sector-Report-
2014-.pdf. 

Calof, Jonathan L, and Paul W Beamish. 1995. “Adapting to Foreign Markets: Explaining 
Internationalization.” International Business Review 4 (2): 115–31. https://doi.org/10.1016/0969-
5931(95)00001-G. 

Carrere, Ricardo. 2013. “Oil Palm in Africa: Past, Present, and Future Scenarios - Updated in August 
2013.” WRM Series on Tree Plantations 15: 79. https://wrm.org.uy/books-and-
briefings/oil_palm_in_africa/. 

Casson, Mark. 2003. “The Economic Analysis of Multinational Trading Companies.” In The 
Multinational Traders, edited by Jones Geoffrey, 2nd ed., 22–47. London: Routledge. 

Caves, Richard. 2007. Multinational Enterprise and Economic Analysis. 3rd ed. Cambridge: 
Cambridge University Press. https://doi.org/10.1017/CBO9780511619113. 

Cavusgil, S. Tamer. 1985. “Guidelines for Export Market Research.” Business Horizons 28 (6): 27–33. 
https://doi.org/10.1016/0007-6813(85)90082-5. 

———. 1997. “Measuring the Potential of Emerging Markets: An Indexing Approach.” Business 
Horizons 40 (1): 87–91. https://doi.org/10.1016/s0007-6813(97)90030-6. 

Cavusgil, S. Tamer, Tunga Kiyak, and Sengun Yeniyurt. 2004. “Complementary Approaches to 
Preliminary Foreign Market Opportunity Assessment: Country Clustering and Country Ranking.” 
Industrial Marketing Management 33 (7): 607–17. 
https://doi.org/10.1016/j.indmarman.2003.10.005. 

Cavusgil, S. Tamer, Gary A. Knight, and John R. Riesenberger. 2017. International Business: The 
New Realities. 4th ed. Essex: Pearson Education. 

Central Intelligence Agency. 2019. “The World Factbook: Ghana.” 2019. 
https://www.cia.gov/library/publications/the-world-factbook/geos/gh.html. 

CFAO Group. 2015. “The Middle Classes in Africa: Realities and Challenges.” White Paper | 2015 
Study Conducted by CFAO. Cedex. http://www.cfaogroup.com/static/2017/12/08/CFAO-White 
Paper The middle classes in Africa UK 
april2016.pdf?qA3g3_m5sGX6zBNHJgp4PQ:qA3g3_m5sGX6zBNHJgp4PQ:fIcrNtDaj1kHsdVnX
P2w9g. 



 

79 
 

Chrome Group. 2013. “Nigerian Railway Corporation, Inland Containers Nigerial LTD. Advance in 
Haulage Transportation.” 2013. https://www.thechromegroup.net/news/advance-in-haulage-
transportation/. 

Coase, Ronald H. 1937. “The Nature of the Firm.” Economica 4: 386–405. 
https://doi.org/10.1111/j.1468-0335.1937.tb00002.x. 

Coface. 2019. “Country Risk Assessment Map.” July 2019. 2019. https://www.coface.be/en/News-and-
Publications/Publications/Country-risk-assessment-map-July-2019. 

“Commission Recommendation 2003/361/EC of the European Parliament and of the Council, 
Concerning the Definition of Micro, Small and Medium-Sized Enterprises.” 2003. In O.J. L124/36. 
[hereinafte Recommendation of the European Parliament and of the Council, concerning the 
definition of SME]. 

Craig, C. Samuel, and Susan P. Douglas. 2005. International Marketing Research. 3rd ed. Sussex: 
John Wiley & Sons, Ltd. 

Credendo. 2019. “Credendo’s Country Risk Assessment.” 2019. https://www.credendo.com/rating-
explanation#commercialrisk. 

Creswell, John W. 2007. Qualitative Inquiry and Research Design: Choosing among Five Approaches. 
2nd ed. Thousand Oaks, California: Sage Publications. 

Cui, Lin, Klaus E. Meyer, and Helen Wei Hu. 2014. “What Drives Firms’ Intent to Seek Strategic 
Assets by Foreign Direct Investment? A Study of Emerging Economy Firms.” Journal of World 
Business 49 (4): 488–501. https://doi.org/10.1016/j.jwb.2013.12.003. 

Dada, Ladé A. 2007. “The African Export Industry: What Happened and How Can It Be Revived?- 
Case Study on the Nigerian Oil Palm Industry.” Rome. http://www.fao.org/sustainable-food-
value-chains/library/details/it/c/246690/. 

DiCicco‐Bloom, Barbara, and Benjamin F. Crabtree. 2006. “The Qualitative Research Interview.” 
Medical Education 40 (4): 314–21. https://doi.org/10.1111/j.1365-2929.2006.02418.x. 

Douglas, Susan P., and C. Samuel Craig. 2011. “The Role of Context in Assessing International 
Marketing Opportunities.” International Marketing Review 28 (2): 150–62. 
https://doi.org/10.1108/02651331111122641. 

Douglas, Susan P., C. Samuel Craig, and Warren J. Keegan. 1982. “Approaches to Assessing 
International Marketing Opportunities for Small and Medium-Sized Companies.” Columbia 
Journal of World Business, no. Fall: 26–32. 

Douglas, Susan P, and Samuel Craig. 1992. “Advances in International Marketing.” International 
Journal of Research in Marketing 9 (4): 291–318. https://doi.org/10.1016/0167-8116(92)90002-3. 

Dunning, John H. 1977. “Trade, Location of Economic Activity and the MNE: A Search for an Eclectic 
Approach.” In The International Allocation of Economic Activity, edited by Bertil Ohlin, Per-Ove 
Hesselborn, and Per Magnus Wijkman, 395–419. London: Macmillan. 
https://doi.org/10.1007/978-1-349-03196-2_38. 

———. 1988. “The Eclectic Paradigm of International Production: A Restatement and Somepossible 
Extensions.” Journal of International Business Studies 19 (1): 1–31. 
https://doi.org/10.1057/palgrave.jibs.84903721. 

Economic Community of West African States. 2016. “Economic Community of West African States: 
About Economic Community of West African States.” Basic Information. 2016. 
https://www.ecowas.int/about-ecowas/basic-information/. 

European Commission. 2019a. “European Customs Portal: HS Code, Customs Tariff Number, Taric 
Guide - European Database.” 2019. https://www.tariffnumber.com/. 

———. 2019b. “Where Are We in Negotiations? Regional EPA Pages: West African.” Economic 
Partnerships: European Union Trade Policy and Africa, Caribbean and Pacific Countries. 2019. 
https://ec.europa.eu/trade/policy/countries-and-regions/development/economic-partnerships/. 

European External Action Service. 2016. “European Union Relations with Country: Nigeria and the 
European Union.” 2016. https://eeas.europa.eu/delegations/nigeria_en/1621/Nigeria and the EU. 



 

80 
 

Ezealaji, Nwauwa. 2011. “Economics of Palm Oil Marketing in Owerri, Imo State, Nigeria.” African 
Journal of Marketing Management 3 (10): 253–60. http://www.academicjournals.org/. 

Fernandes, Ana M., Caroline Freund, and Martha Denisse Pierola. 2016. “Exporter Behavior, Country 
Size and Stage of Development: Evidence from the Exporter Dynamics Database.” Journal of 
Development Economics 119: 121–37. https://doi.org/10.1016/j.jdeveco.2015.10.007. 

Fold, Niels, and Lindsay Whitfield. 2012. “Developing a Palm Oil Sector: The Experiences of Malaysia 
and Ghana Compared.” Diis Working Paper. Copenhagen. 
https://www.diis.dk/files/media/publications/import/extra/wp2012-08-palm-oil-malaysia-ghana-
whitfield-fold-web.pdf. 

Food and Agriculture Organization of the United Nations. 2012. “Definition and Classification of 
Commodities (Draft): 6. Oil-Bearing Crops and Derived Products.” FAOSTAT Commodity 
Definitions and Correspondences. 2012. 
http://www.fao.org/waicent/faoinfo/economic/faodef/fdef06e.htm. 

———. 2019. “FAOSTAT: Food Supply - Crops Primary Equivalent.” 2019. 
http://www.fao.org/faostat/en/#data/CC. 

Foster, Vivien, and Nataliya Pushak. 2011a. “Policy Research Working Paper: Ghana’s Infrastructure- 
A Continental Perspective.” Washington. 
http://documents.worldbank.org/curated/en/525051468250877163/Ghanas-infrastructure-a-
continental-perspective. 

———. 2011b. “Policy Research Working Paper: Nigeria’s Infrastructure- A Continental Perspective.” 
Washington. http://documents.worldbank.org/curated/pt/819441468077937967/Nigerias-
infrastructure-a-continental-perspective. 

Foundation for Partnership Initiatives in the Niger Delta. 2012. “A Scoping Study on the Palm Oil Value 
Chain in Rivers and Imo States , Nigeria.” 2012. https://www.ndpifoundation.org/wp-
content/uploads/2018/09/Introducing-the-Palm-Oil-Scoping-Study.pdf. 

Freeman, Susan, and Mark Sandwell. 2008. “Professional Service Firms Entering Emerging Markets: 
The Role of Network Relationships.” Journal of Services Marketing 22 (3): 198–212. 
https://doi.org/10.1108/08876040810871165. 

FTSE Russell. 2019. “FTSE Equity Country Classification Process- March 2019.” London, United 
Kingdom. http://www.ftse.com/products/downloads/FTSE_Country_Classification_Paper.pdf. 

Gandolfo, Giancarlo. 2014. International Trade Theory and Policy. 2nd ed. New York: Springer-Verlag 
Berlin Heidelberg. https://doi.org/0.1007/978-3-642-37314-5. 

Ghana Railway Development Authority of the Ministry of Transport. 2013. “Provision of Engineering 
Consulting Services for the Preparation of the Railway Master Plan of Ghana: Final Report- 
Annex 1, Inception Report Report Abstract (Chapters 2-3-4-5-6).” 

Ghana Revenue Authority. 2012. “General Goods Duty Calculator.” 2012. 
https://www.ghanastradinghub.gov.gh/new/DutyCalculator/GeneralGood. 

Ghana Statistical Service. 2014. “Ghana Living Standards Survey Round 6: Main Report.” Accra. 
http://www.statsghana.gov.gh/gssmain/fileUpload/Living conditions/GLSS6_Main Report.pdf. 

Ghemawat, Pankaj. 2001. “Distance Still Matters: The Hard Reality of Global Expansion.” Harvard 
Business Review 79 (8): 137–47. 

———. 2018. Redefining Global Strategy: Crossing Borders in a World Where Differences Still Matter. 
Boston: Harvard Business Review Press. 

GlobalEDGE. 2018a. “Market Potential Index - 2018.” Market Potential Index. 2018. 
https://globaledge.msu.edu/mpi/2018. 

———. 2018b. “Market Potential Index (MPI) Results - 2018.” Market Potential Index. 2018. 
https://globaledge.msu.edu/mpi/data/2018. 

Gourichon, H. 2013. “Analysis of Incentives and Disincentives for Palm Oil in Nigeria.” Technical 
Notes Series. Rome. http://www.fao.org/in-action/mafap/resources/detail/en/c/396588/. 

Grosse, Robert. 2005. International Business and Government Relations in the 21st Century. Edited 



 

81 
 

by Robert Grosse. 1st ed. Cambridge: Cambridge University Press. 
https://doi.org/10.1017/CBO9780511488597. 

Hitt, Michael A., Dan Li, and Kai Xu. 2016. “International Strategy: From Local to Global and Beyond.” 
Journal of World Business 51 (1): 58–73. https://doi.org/10.1016/j.jwb.2015.08.016. 

Hitt, Michael A., Laszlo Tihanyi, Toyah Miller, and Brian Connelly. 2006. “International Diversification: 
Antecedents, Outcomes, and Moderators.” Journal of Management 32 (6): 831–67. 
https://doi.org/10.1177/0149206306293575. 

Hofstede, Geert H. 1991. Culture’s Consequence: International Differences in Work-Related Values. 
Abridged Edition. Newbury Park, California: Sage Publications. 

Hollinger, Frank, and John M. Staatz, eds. 2015. Agricultural Growth in West Africa: Market and Policy 
Drivers. Rome: African Development Bank and Food and Agriculture Organization of the United 
Nations. http://www.fao.org/3/a-i4337e.pdf. 

Hymer, Stephen H. 1960. “The International Operations of National Firms: A Study of Direct Foreign 
Investment.” Massachusetts Institute of Technology. 

International Finance Corporation. 2011. “The World Bank Group Framework and IFC Strategy for 
Engagement in the Palm Oil Sector.” Washington. 
https://www.ifc.org/wps/wcm/connect/industry_ext_content/ifc_external_corporate_site/agribusin
ess/resources/palmoil_strategydocument. 

International Trade Center. 2019. “Trade Map: International Trade Statistics.” 2019. 
https://www.trademap.org/tradestat/Index.aspx. 

International Trade Centre. 2012. “Palm Products Global Markets and Development.” Geneva. 
http://www.intracen.org/uploadedFiles/intracenorg/Content/About_ITC/Where_are_we_working/
Multi-country_programmes/Pact_II/Palm Oil Report 2012.pdf. 

Japan International Cooperation Agency. 2014. “The Second Data Collection Survey on Mass Rapid 
Transit in the Federal Republic of Nigeria: Final Report.” Tokyo. 
http://open_jicareport.jica.go.jp/pdf/12245411.pdf. 

Johanson, Jan, and Jan-Erik Vahlne. 1977. “The Internationalization Process of the Firm - a Model of 
Knowledge Development and Increasing Foreign Market Commitments.” Journal of International 
Business Studies 8 (1): 23–32. https://www.jstor.org/stable/254397. 

———. 1990. “The Mechanism of Internationalisation.” International Marketing Review 7 (4): 11–24. 
https://doi.org/10.1108/02651339010137414. 

Johanson, Jan, and Finn Wiedersheim‐Paul. 1975. “The Internationalization of the Firm — Four 
Swedish Cases.” Journal of Management Studies 12 (3): 305–23. https://doi.org/10.1111/j.1467-
6486.1975.tb00514.x. 

Johansson, Johny K. 2009. Global Marketing: Research on Foreign Entry, Local Marketing, Global 
Management. 5th ed. New York: McGraw-Hill/Irwin. 

Khanna, Tarun, Krishna G. Palepu, and Jayant Sinha. 2005. “Strategies That Fit Emerging Markets.” 
Harvard Business Review 83 (6): 63–76. 

Kiss, Andreea N., Wade M. Danis, and S. Tamer Cavusgil. 2012. “International Entrepreneurship 
Research in Emerging Economies: A Critical Review and Research Agenda.” Journal of 
Business Venturing 27 (2): 266–90. https://doi.org/10.1016/j.jbusvent.2011.09.004. 

Knickerbocker, Frederick T. 1973. Oligopolistic Reaction and the Multinational Enterprise. Cambridge: 
Harvard University Press. 

Knight, Gary A., and S. Tamer Cavusgil. 2004. “Innovation, Organizational Capabilities, and the Born-
Global Firm.” Journal of International Business Studies 35 (2): 124–41. 
https://doi.org/10.1057/palgrave.jibs.8400071. 

Knight, Gary A., and Peter W. Liesch. 2016. “Internationalization: From Incremental to Born Global.” 
Journal of World Business 51 (1): 93–102. https://doi.org/10.1016/j.jwb.2015.08.011. 

Koch, Adam J. 2001. “Selecting Overseas Markets and Entry Modes: Two Decision Processes or 
One ?” Marketing Intelligence & Planning 19 (1): 65–75. 



 

82 
 

https://doi.org/10.1108/02634500110366120. 

Kogut, Bruce, and Harbir Singh. 1988. “The Effect of National Culture on the Choice of Entry Mode.” 
Journal of International Business Studies 19 (3): 411–32. 
https://doi.org/10.1057/palgrave.jibs.8490394. 

Kumar, V., Antonie Stam, and Erich A. Joachimsthaler. 1994. “An Interactive Multicriteria Approach to 
Identifying Potential Foreign Markets.” Journal of International Marketing 2 (1): 29–52. 
https://doi.org/10.1177/1069031x9400200103. 

Kusumaningtyas, Retno, and Jan Willem van Gelder. 2017. “Towards Responsible and Inclusive 
Financing of the Palm Oil Sector.” Occasional Paper 175. Bogor. 
https://doi.org/10.17528/cifor/006601. 

Kvint, Vladimir. 2009. The Global Emerging Market: Strategic Management and Economics. New 
York: Routledge. 

Lagos Chamber of Commerce and Industry. 2016. “Nigeria: Reforming the Maritime Ports.” Lago. 
https://www.cipe.org/wp-content/uploads/2018/11/ABC_LCCI-Port-Efficiency-Research-Report-
2016-1.pdf. 

Lindberg, Bertil C. 1982. “International Comparison of Growth in Demand for a New Durable 
Consumer Product.” Journal of Marketing Research 19 (3): 364–71. 
https://doi.org/10.1177/002224378201900309. 

Me-Nsope, Nathalie M., and John M. Staatz. 2017. “Part II : Changing Food Consumption Patterns : 
Implications for Policy.” In Strengthening Regional Agricultural Itegration in West Africa: Key 
Findings & Policy Implications, edited by John M. Staatz, Boubacar Diallo, and Nathalie M. Me-
Nsope, 49–64. Basel: Syngenta Foundation for Sustainable Agriculture and Michigan State 
University. https://docplayer.net/54270113-Strengthening-regional-agricultural-integration-in-
west-africa.html. 

Melcom. 2019. “Melcom Group: Melcom Limited.” 2019. http://www.melcomgroup.com/melcomltd.php. 

Ministry of Railways Development. 2018. “Ghana Opens Bidding for 330km Eastern Railway Scheme.” 
2018. http://www.mrd.gov.gh/4/16/39/ghana-opens-bidding-for-330km-eastern-railway-scheme. 

Mizuoka, Fujio, and Kohei Shimono. 2013. “Capitalist Regulation and Rescaling of Public Transport 
Governance: A Case of Nigeria.” Hitotsubashi Journal of Economics 54 (2): 251–77. 
https://doi.org/10.15057/26015. 

Monczka, Robert M, and Robert J Trent. 1991. “Global Sourcing: A Development Approach.” 
International Journal of Purchasing and Materials Management 27 (2): 2–8. 
https://doi.org/10.1111/j.1745-493X.1991.tb00527.x. 

Moyer, Reed. 1968. “International Market Analysis.” Journal of Marketing Research 5 (4): 353–60. 
https://doi.org/10.1177/002224376800500401. 

Mullen, Michael R., and Shirley Ye Sheng. 2006. “Extending and Comparing Cavusgil’s Overall Market 
Opportunity Indexes.” In International Marketing Research: Opportunities and Challenges in the 
21st Century Advances in International Marketing, edited by Alex Rialp and Josep Rialp, 17:219–
49. New York: Emerald Group Publishing Limited. https://doi.org/10.1016/S1474-7979(06)17008-
8. 

Nakata, Cheryl, and K. Sivakumar. 1997. “Emerging Market Conditions and Their Impact on First 
Mover Advantages.” International Marketing Review 14 (6): 461–85. 
https://doi.org/10.1108/02651339710192993. 

National Bureau of Statistics. 2010. “2009 Annual Collaborative Survey of Socio-Economic Statistical 
Report.” Lagos. file:///C:/Users/Inês Amador/Downloads/GHS NBS CBN NCC REPORT 
2009.pdf. 

National Geospatial-Intelligence Agency. 2019. “China’s BRI in Nigeria: Impact of Lagos-Ibadan 
Railway on Port Congestion – Part 2.” 2019. https://www.tearline.mil/public_page/lagos-port-
congestion/. 

Ncube, Mthuli, Charles Lufumpa, and Steve Kayizzi-Mugerwa. 2011. “Market Brief-The Middle of the 
Pyramid: Dynamics of the Middle Class in Africa.” Abidjan. 
https://www.afdb.org/fileadmin/uploads/afdb/Documents/Publications/The Middle of the 



 

83 
 

Pyramid_The Middle of the Pyramid.pdf. 

Nellor, David C. L. 2008. “The Rise of Africa’s ‘Frontier’ Markets.” Finance and Development, no. 
September: 30–33. https://www.imf.org/external/pubs/ft/fandd/2008/09/pdf/nellor.pdf. 

Nigeria Customs Service. 2017. “Nigerian Customs Tariff: Section 03-Chapter 15.” 2017. 
https://www.trade.gov.ng/downloads/stream/tariff/chapters/Chapter_15.html. 

Nigeria National Bureau of Statistics. 2016. “LSMS: Integrated Surveys on Agriculture General 
Household Survey 2015-2016.” Abuja. http://surveys.worldbank.org/lsms/programs/integrated-
surveys-agriculture-ISA. 

Nigerian Port Authority. 2019a. “Lagos Port Complex.” 2019. http://nigerianports.gov.ng/lagos-port/. 

———. 2019b. “Onne Port Complex.” 2019. http://nigerianports.gov.ng/onne/. 

———. 2019c. “Our Busniess: Ports.” 2019. http://nigerianports.gov.ng/ports/. 

Nondzor, Horsu Emmanuel, Yeboah Solomon Tawiah, and Addai Michael. 2015. “Consumer 
Knowledge, Perception and Preference of Edible Oil: Evidence from Ghana.” Science Journal of 
Business and Management 3 (1): 17–23. https://doi.org/10.11648/j.sjbm.20150301.13. 

Norpalm Ghana. 2012. “Norpalm Ghana Ltd.” 2012. 
http://www.norpalm.no/index.php?topmenu=118&expand=144&show=144. 

O’Farrell, Patrick N., and Peter A. Wood. 1994. “International Market Selection by Business Service 
Firms: Key Conceptual and Methodological Issues.” International Business Review 3 (3): 243–
61. https://doi.org/10.1016/0969-5931(94)90004-3. 

Ofosu-Budu, Kwabena, and Daniel Bruce Sarpong. 2013. “Oil Palm Industry Growth in Africa: A Value 
Chain and Smallholders’ Study for Ghana.” In Rebuilding West Africa’s Food Potential, edited by 
Aziz Elbehri, 349–89. Rome: FAO/IFAD. http://www.fao.org/3/i3222e/i3222e00.htm. 

Okojie, Josephine. 2019. “Nigeria’s Oil Palm Imports from Malaysia Hits 242 388 MT amid Increase in 
Local Production.” Business Day, 2019. https://businessday.ng/agriculture/article/nigerias-oil-
palm-imports-from-malaysia-hits-242388mt-amid-increase-in-local-production/. 

Okomu Oil Palm Company. 2019. “Okomu Oil Palm Company PLC.” 2019. 
https://www.okomunigeria.com/about. 

Oviatt, Benjamin M., and Patricia Phillips Mcdougall. 1994. “Toward a Theory of International New 
Ventures.” Journal of International Business Studies 25 (1): 45–64. 
https://doi.org/10.1057/palgrave.jibs.8490193. 

Papadopoulos, Nicolas. 1987. “Approaches to International Market Selection for Small and Medium 
Sized Enterprises.” In Managing Export Entry and Expansion, 128–58. New York: Praeger 
Publishers. 

Papadopoulos, Nicolas, Hongbin Chen, and D. R. Thomas. 2002. “Toward a Tradeoff Model for 
International Market Selection.” International Business Review 11 (2): 165–92. 
https://doi.org/10.1016/S0969-5931(01)00054-3. 

Papadopoulos, Nicolas, and Jean-Emile Denis. 1988. “Inventory , Taxonomy and Assessment of 
Methods for International Market Selection.” International Marketing Review 5 (3): 38–51. 
https://doi.org/10.1108/eb008357. 

Papadopoulos, Nicolas, and Oscar Martín Martín. 2011. “International Market Selection and 
Segmentation: Perspectives and Challenges.” International Marketing Review 28 (2): 132–49. 
https://doi.org/10.1108/02651331111122632. 

Parliament of the Republic of Ghana. 2017. “Harmonized System: ECOWAS Common External Tariff 
and Other Schedules- Ghana.” Accra. 
http://cata38.gov.gh/media/attachments/2018/03/04/hs_final_2017.pdf. 

Penrose, Edith. 2009. The Theory of the Growth of the Firm. 4th ed. New York: Oxford Univesity 
Press. 

Poku, Kwasi. 2002. “Small-Scale Palm Oil Processing in Africa.” FAO Agricultural Services Bulletin. 
Vol. 148. Rome. http://www.fao.org/3/Y4355E/y4355e00.htm. 



 

84 
 

Porter, Michael E. 1990. The Competitive Advantage of Nations. New York: The Free Press. 

Prahalad, C. K., and Stuart L. Hart. 2002. “The Fortune at the Bottom of the Pyramid.” Strategy + 
Business, no. 26: 54–67. https://doi.org/10.19177/reen.v1e220081-23. 

PRESCO. 2019a. “GOPDC.” 2019. http://www.gopdc-ltd.com/. 

———. 2019b. “Plantation: Concession Areas.” 2019. http://www.presco-plc.com/plantation/. 

———. 2019c. “Siat Group: Company Profile.” 2019. http://www.siat-group.com/company-profile/. 

PricewaterhouseCoopers. 2019. “X-Raying the Nigerian Palm Oil Sector.” Lagos. 
https://www.pwc.com/ng/en/publications/x-raying-the-nigerian-palm-oil-sector.html. 

Proforest. 2014. “Characterising the Oil Palm Smallholder in Africa.” Oxford. 
https://www.proforest.net/proforest/en/files/baseline_study_smallholders_ghana.pdf. 

PZ Wilmar. 2018. “State-of-the-Art Refinery: We Have Built the Largest Palm Oil Refinery in Nigeria.” 
2018. http://pzwilmar.com/index.php/state-of-the-art-refinery. 

Root, Franklin R. 1994. Entry Strategies for International Markets: Revised and Expanded. 2nd ed. 
New York: Lexington Books. 

Rugman, Alan M. 1976. “Risk Reduction by International Diversification.” Journal of International 
Business Studies 7 (2): 75–80. https://doi.org/10.1057/palgrave.jibs.8490702. 

———. 1980. “A New Theory of the Multinational Enterprise: Internacionalizations versus 
Internalization.” Columbia Journal of World Business XV (1): 23–29. 

Sakarya, Sema, Molly Eckman, and Karen H. Hyllegard. 2007. “Market Selection for International 
Expansion: Assessing Opportunities in Emerging Markets.” International Marketing Review 24 
(2): 208–38. https://doi.org/10.1108/02651330710741820. 

Samli, A. Coskun. 1977. “An Approach for Estimating Market Potential in East Europe.” Journal of 
International Business Studies 8 (2): 49–54. https://doi.org/10.1057/palgrave.jibs.8490685. 

Samli, A. Coskun, and Erdener Kaynak. 1984. “Marketing Practices in Less-Development Countries.” 
Journal of Business Research 12 (1): 5–18. https://doi.org/10.1016/0148-2963(84)90034-1. 

Samli, A. Coskun, Richard Still, and John S. Hill. 1993. International Marketing: Planning and Practice. 
New York: Macmillan. 

Sarkar, Mitrabarun, and S. Tamer Cavusgil. 1996. “Trends in International Business Thought and 
Literature: A Review of International Market Entry Mode Research: Integration and Synthesis.” 
The International Executive 38 (6): 825–47. https://doi.org/10.1002/tie.5060380608. 

Sarku, Rebecca, and Divine Odame Appiah. 2017. “Analysis of Palm Fruit Value Addition for Socio- 
Economic Development in the Kwaebibirem District, Ghana.” International Journal of 
Development and Sustainability 6 (4): 149–67. https://isdsnet.com/ijds-v6n4-1.pdf. 

Sheng, Shirley Ye, and Michael R. Mullen. 2011. “A Hybrid Model for Export Market Opportunity 
Analysis.” International Marketing Review 28 (2): 163–82. 
https://doi.org/10.1108/02651331111122650. 

Shoprite Nigeria. 2019. “Shoprite Nigeria: Store Locator.” 2019. https://www.shoprite.com.ng/store-
locator.html. 

SIFCA. 2019. “SIFCA throughout Africa and the World.” 2019. 
https://www.groupesifca.com/en/presence.php. 

SOCFIN. 2019a. “OKOMU- Okomu Oil Palm Company Plc.” 2019. 
https://www.socfin.com/en/locations/okomu. 

———. 2019b. “PSG- Plantations Socfinaf Ghana.” 2019. https://www.socfin.com/en/locations/psg. 

SPAR Nigeria. 2019. “SPAR Nigeria: Store Locator.” 2019. https://www.sparnigeria.com/store-locator. 

Stake, Robert E. 1995. “Data Gathering.” In The Art of Case Study Research, 49–68. Thousand Oaks, 
California: Sage Publications. https://doi.org/10.2307/329758. 

———. 2000. “Case Studies.” In The Sage Handbook of Qualitative Research, edited by Norman K. 
Denzin and Yvonna S. Lincoln, 3rd ed., 134–64. Thousand Oaks, California: Sage Publications. 



 

85 
 

Standard & Poor’s. 2018. “S&P Dow Jones Indices’ 2018 Country Classification Consultation.” 
https://www.spice-indices.com/idpfiles/spice-
assets/resources/public/documents/725551_spdji2018countryclassificationconsultation6.13.18.p
df. 

Subrahmanyan, Saroja, and J. Tomas Gomez-Arias. 2008. “Integrated Approach to Understanding 
Consumer Behavior at Bottom of Pyramid.” Journal of Consumer Marketing 25 (7): 402–12. 
https://doi.org/10.1108/07363760810915617. 

Swiss Export Risk Insurance. 2019a. “SERV: Cover Practice for Countries and Banks.” 2019. 
https://www.serv-ch.com/coverpractice/list#. 

———. 2019b. “SERV Glossary: Del Credere Risk.” 2019. https://www.serv-
ch.com/en/glossary/detail/definition/del-credere-risk/. 

Teoh, Cheng Hai. 2010. “Key Sustainability Issues in the Palm Oil Sector: A Discussion Paper for 
Multi-Stakeholders Consultations (Commissioned by the World Bank Group).” IFC (International 
Finance Corporation- World Bank Group). Washington. 
http://siteresources.worldbank.org/INTINDONESIA/Resources/226271-
1170911056314/Discussion.Paper_palmoil.pdf. 

The Business Times. 2019. “Ghana Bets on Rejuvenated Railways for Growth,” 2019. 
https://www.businesstimes.com.sg/transport/ghana-bets-on-rejuvenated-railways-for-growth. 

Trend Type. 2018. “Massmart Ups Its Game in Ghana with a Third New Store in 18 Months.” 2018. 
https://www.trendtype.com/news/massmart-game-ghana/. 

Tsai, Huei-ting, and Andreas B Eisingerich. 2010. “Internationalization Strategies of Emerging Markets 
Firms.” California Management Review 53 (1): 114–35. 
https://doi.org/10.1525/cmr.2010.53.1.114. 

Turnbull, Peter W. 1987. “A Challenge to the Stages Theory of the Internationalization Process.” In 
Managing Export Entry and Expansion, edited by Philip J. Rosson and Stanley D. Reid. New 
York: Praeger Publishers. 

Twifo Oil Palm Plantation Limited. 2019. “Twifo Oil Palm Plantation Limited.” 2019. 
http://www.toppghana.com/. 

United Nations. 2017. “Harmonized Commodity Description and Coding Systems (HS).” 2017. 
https://unstats.un.org/unsd/tradekb/Knowledgebase/50018/Harmonized-Commodity-Description-
and-Coding-Systems-HS. 

———. 2019a. “About Sub-Saharan Africa: Africa at a Turning Point.” 2019. 
http://www.africa.undp.org/content/rba/en/home/regioninfo.html. 

———. 2019b. “UNcomtrade: United Nations Commodity Trade Statistics Database.” 2019. 
https://comtrade.un.org/db/default.aspx. 

United Nations Conference on Trade and Development. 2018. “Trade and Development Report 2018: 
Power, Platforms and the Free Trade Delusion.” Geneva. 
https://unctad.org/en/PublicationsLibrary/tdr2018_en.pdf. 

United Nations Economic Commission for Africa. 2016. “Profil de Pays 2015 - Côte d’Ivoire.” Addis 
Ababa. https://www.uneca.org/sites/default/files/uploaded-documents/CoM/com2016/Country-
Profiles/cotedivoireprofile2015_fre_final_28march.pdf. 

———. 2017a. “Country Profile 2016 - Gabon.” Addis Ababa. 
https://www.uneca.org/sites/default/files/uploaded-
documents/CountryProfiles/2017/gabon_cp_eng.pdf. 

———. 2017b. “Country Profile 2016 - Ghana.” Addis Ababa. 
https://www.uneca.org/sites/default/files/uploaded-
documents/CountryProfiles/2017/ghana_cp_eng.pdf. 

———. 2017c. “Country Profile 2016 - Nigeria.” Addis Ababa. 
https://www.uneca.org/sites/default/files/uploaded-
documents/CountryProfiles/2017/nigeria_cp_eng.pdf. 

United States Department of Agriculture. 2019. “Foreign Agricultural Service- Custom Query.” 2019. 



 

86 
 

https://apps.fas.usda.gov/psdonline/app/index.html#/app/advQuery. 

United States Department of Commerce. 2019a. “Nigeria - Import Requirements.” 2019. 
https://www.export.gov/article?id=Nigeria-Import-Requirements-and-Documentation. 

———. 2019b. “Nigeria - Prohibited Imports.” 2019. https://www.export.gov/article?id=Nigeria-
Prohibited-and-Restricted-Imports. 

Van, R. Wood, and Jerry R. Goolsby. 1987. “Foreign Market Information Preferences of Established 
U.S. Exporters.” International Marketing Review 4 (4): 43–52. https://doi.org/10.1108/eb008341. 

Vernon, Raymond. 1966. “International Investment and International Trade in the Product Cycle.” 
Quarterly Journal of Economics 80 (2): 190–207. https://doi.org/10.2307/1880689. 

Walmart. 2019a. “Walmart Location Facts: Ghana.” 2019. https://corporate.walmart.com/our-story/our-
business/locations/ghana?multi=false. 

———. 2019b. “Walmart Location Facts: Nigeria.” 2019. https://corporate.walmart.com/our-
story/locations/nigeria?multi=false. 

Westhead, Paul, Mike Wright, and Deniz Ucbasaran. 2001. “The Internationalization of New and Small 
Firms: A Resource-Based View.” Journal of Business Venturing 16 (4): 333–58. 
https://doi.org/10.1016/S0883-9026(99)00063-4. 

World Bank. 2010. “Types of Tariffs.” 2010. 
https://wits.worldbank.org/wits/wits/witshelp/content/data_retrieval/p/intro/c2.types_of_tariffs.htm. 

———. 2014a. “Agribusiness Indicators : Nigeria.” Washington. 
http://documents.worldbank.org/curated/pt/909651468193779954/pdf/949650WP0P12860Countr
y0Study0R20ST.pdf. 

———. 2014b. “Agribusiness Indicators: Synthesis Report.” Washington. https://doi.org/10.1016/b978-
0-08-021985-1.50014-x. 

———. 2016. “Doing Business 2016: Measuring Regulatory Quality and Efficency.” Washington. 
https://doi.org/10.1596/978-1-4648-0667-4. 

———. 2019a. “Data Bank: Africa Development Indicators.” 2019. 
https://databank.worldbank.org/source/africa-development-indicators. 

———. 2019b. “The World Bank in Côte d’Ivoire - Overview.” 2019. 
http://www.worldbank.org/en/country/cotedivoire/overview. 

———. 2019c. “The World Bank in Gabon - Overview.” 2019. 
https://www.worldbank.org/en/country/gabon/overview. 

———. 2019d. “The World Bank in Ghana - Overview.” 2019. 
http://www.worldbank.org/en/country/ghana/overview. 

———. 2019e. “The World Bank in Nigeria - Overview.” 2019. 
http://www.worldbank.org/en/country/nigeria/overview. 

World Trade Organization. 2016. “Understanding the World Trade Organization: Members and 
Observers.” 2016. https://www.wto.org/english/thewto_e/whatis_e/tif_e/org6_e.htm. 

Yip, George S. 1995. Total Global Strategy: Managing for Worldwide Competitive Advantage. 
Business s. New Jersey: Prentice-Hall. 



 

A1 
 

Appendix A 
Table A1 - Factors and indicators used in the preliminary screening phase, identified in the literature 

Factor Group Indicators Sources 

Demographic/ 

Physical     

Environment 

• Population size, growth and density allow us to understand the country’s 

market dimension. It should be analyzed the present and expected future 

value to comprehend the markets expected long-term growth. 

• Urban/rural distribution and urbanization rate are indicative of countries 

economic development.  

• Climate and weather are key aspects of people’s consumption patterns. 

• Country’s dimension impacts physical distribution and communications 

network. 

Samli (1977), 

Cavusgil (1985), 

Kumar, Stam, and 

Joachimsthaler 

(1994), Root 

(1994), Craig and 

Douglas (2005) 

and Johansson 

(2009). 

Economic  

Environment 

Country’s market analysis 

• Overall level of development can be measured by the economic sector 

division between primary, secondary and tertiary. 

• Economy growth is frequently measured by Gross National Product 

(GNP) growth which translates market potential. It should be analyzed 

the present GNP and expected future GNP growth. 

• Economic/financial risk can be reflected by exchange rate volatility which 

is an important indicator of underlying economic or political problems. 

• International Trade:  

o Role of foreign trade in the economy will reflect which products the 

country is import dependent and which it is not. 

o Source/destination of import and exports will reflect which countries 

have a strong link to the country. 

Consumers analysis  

• Buying power: average income per capita of middle-class. 

Lindberg (1982), 

Cavusgil (1985), 

Kumar, Stam, and 

Joachimsthaler 

(1994), Root 

(1994), Craig and 

Douglas (2005) 

and Johansson 

(2009). 

Social/Cultural 

Environment 

 

• Literacy rate and educational level reflects the type of economic devel-

opment of a country, moreover, influences marketing since written ad-

vertisement will not be successful.  

• The size of middle class indirectly translates the distribution of population 

for social classes.  

• Culture distance (analysis the similarity, to the home market, in lan-

guage, religion and other factors). It directly impacts product acceptance, 

product design, amongst other factors. 

 Cavusgil (1985), 

Kumar, Stam, and 

Joachimsthaler 

(1994), Root 

(1994), Craig and 

Douglas (2005) 

and Johansson 

(2009). 

Political       

Environment 

• The governmental system and political orientation have a major impact 

on industry’s regulation and conduct, but also on the population’s social 

conditions that dictate consumer behavior. 

• Political risk measurers the political stability, military uprising risk, as well 

as, terrorist risk.  

• Legal risk measures a government’s attitude towards foreign investment, 

particularly FDI. 

Cavusgil (1985), 

Kumar, Stam, and 

Joachimsthaler 

(1994), Root 

(1994), Craig and 

Douglas (2005) 

and Johansson 

(2009). 

 

Table A2 - Factor and indicators used in the in-depth screening phase, identified in the literature 

Factor Group Indicators Source 

Consumer/ 

User profile 

Consumer characterization 

• Basic data like gender, age, social class, educational level. 

• Indicators of income and expenditure. 

• Consumption patterns should be considered, like quantity purchase and 

frequency as well as place of purchase. 

Product characteristics  

• Product preferences.  

• Packaged type and size preferences. 

• Product uses. 

Cavusgil (1985),  

Root (1994) and  

Johansson (2009). 
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Table A2 (continued) 

Factor Group Indicators Source 

Consumer/ 

User profile 

Product penetration 

• Product exposure and acceptance. 

• Brand loyalty as well as attitudes toward products of foreign origin will be 

a possible barrier. 

Customer needs and desires will uncover new trends in consumers. 

Cavusgil (1985),  

Root (1994) and  

Johansson (2009). 

 

Market       

Potential 

Current Market Demand 

• Official data on product’s demand. If product’s consumption is not meas-

ured by national statistics then the most citied indicator, in the literature, 

is apparent consumption calculated by local production plus imports mi-

nus export.  

Current Market Size  

• Some general indicator of market size, for example:  

o Population, population per age-groups, number of households. 

o Urbanization rate. 

o Middle-class size and income. 

• Also, must be used industry-specific indicators, like per capita spending 

on product category. 

Market Growth Rate  

• Some general indicator of market growth rate, for example: 

o Population growth, urbanization growth. 

o Middle-class income growth. 

• Industry-specific indicators, for example 

o Growth amongst existing buyers, growth in penetration and growth 

rate of new buyers. 

o Relation with substitute products allows to understand the influence 

of other products in a market’s demand. 

Market Potential  

• Future market size can be calculated by current stage of product life cy-

cle, potential saturation level and growth rates forecasted. 

Market Players 

• The level of competition in a market can be calculated by different fac-

tors: number of competitors, number of domestic and foreign competi-

tors, domestic companies’ market shares and also multinational compet-

itors’ market shares. 

Cavusgil (1985),  

Lindberg (1982),  

Kumar, Stam, and 

Joachimsthaler 

(1994), Root 

(1994), Craig and 

Douglas (2005) 

and Johansson 

(2009). 

Trade Barriers 

& Regulations 

• Preferential trade treaties. 

• Tariff barriers.  

• Non-tariff barriers: 

o Product quotas or import ban. 

o Products local standards. 

o Since documentation and import regulations differs from country to 

country it must be analyzed. 

o Patents and trademarks. 

o Legal aspects (e.g. taxation, employment, code of laws) must also 

be considered since they will affect the firms’ operation. 

Cavusgil (1985), 

Root (1994), 

Kumar, Stam, and 

Joachimsthaler 

(1994), Craig and 

Douglas (2005) 

and Johansson 

(2009). 

 

Table A3 - Factors and indicators used in the final decision phase, identified in the literature 

Factor Group Indicators Sources 

Sales       

Forecasting 

• Size and concentration of customer segments; 

• Demand projections; 

• Number and size of distributors/wholesalers; 

• Local distributors’/wholesalers’ expectations;  

• Final price levels. 

Cavusgil (1985), 

Root (1994), 

Kumar, Stam, and 

Joachimsthaler 

(1994), Craig and 

Douglas (2005) 

and Johansson 

(2009). 
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Table A3 (continued) 

Factor Group Indicators Sources 

Landed Cost 

• International freight and insurance; 

• Port and customs cost;  

• Tariffs, duties and other additional local costs. 

Cavusgil (1985). 

Costs of       

Internal      

Distribution 

• Value added tax; 

• Distribution costs; 

• Inventory costs. 

Cavusgil (1985) and 

Craig and Douglas 

(2005). 

Other Factors 

• Product adaptation costs; 

• Competitive strengths and weaknesses; 

• Credit practices; 

• Current and projected exchange rates. 

Cavusgil (1985), 

Kumar, Stam, and 

Joachimsthaler 

(1994), Craig and 

Douglas (2005) and 

Johansson (2009). 

 

Table A4 - Additional factors and indicators for the preliminary screening phase for frontier markets’ analysis 

Factor Group Indicators 

Demographic/ 

Physical     

Environment 

• Urban population size, growth and density allow us to understand the country’s market di-

mension. It should be analyzed the present and expected future value to comprehend the 

markets expected long-term growth. 

Economic   

Environment 

Country’s market analysis 

• Economic/financial risk can be reflected by exchange rate volatility which is an important 

indicator of underlying economic or political problems, as well as, inflation rate, currency 

type, currency availability and restrictions. 

Consumers analysis  

• Buying power (median income per capita). 

Social/Cultural 

Environment 

• The size and existence of middle class indirectly translates the distribution of population for 

social classes.  

Infrastructural 

Environment 

Physical Infrastructure 

• Basic infrastructure examines the reach and availability of the electric system, piped water 

system and sewage system. 

• Physical transportation structure analyzes the sophistication of the distribution network and 

operators in the industry, researching the quality of roads and the percentage of paved 

roads or the third-party logistics industry in the country. 

• Retail distribution network examines the commercial infrastructure, the number of retail 

stores and the street markets importance in the country. 

• Communication infrastructure examines the existence of mobile telephones, television and 

computers per capita, as well as internet coverage in the country.  

Institutional infrastructures 

Analysis of country’s product market, labor market and capital market. 

 

Table A5 - Additional factors and indicators for the in-depth screening phase for frontier markets’ analysis 

 

Factor Group Indicators 

Market        

Potential 

Current Market Size  

• Some general indicator of market size:  

o Urban population, population per age-groups, number of urban households. 

o Size of middle-class. 

o Income distribution and median income, using GNI per capita, PPP. 

Market Growth Rate  

• Some general indicator of market growth rate: 

o Urban population growth, middle-class growth. 

o Middle-class income growth. 

Industry        

Infrastructural     

Environment 

• Depending on the industry each company will analyze different factors and indicators of 

Physical Infrastructure and Institutional infrastructures 
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Table B1 - Preliminary screening framework Market Potential Index – 2018 

Factor Group Weight Indicators 

Market Size 25,0% 
• Electricity Consumption (2015) 1; 

• Urban Population (2016) 1. 

Market 

Growth Rate 
12,5% 

• Compound Annual Growth Rate (CAGR) of Primary Energy Use (2010-2015) 2; 

• CAGR of GDP (constant 2005 US$) (2011-2016) 1. 

Market         

Intensity 
15,0% 

• Gross National Income (GNI) per Capita Estimates Using PPP (2016) 1; 

• Private Consumption as a percentage of GDP (2016) 1. 

Market         

Consumption 

Capacity 

12,5% 

• Consumer Expenditure (2017) 4; 

• Income Share of Middle-Class (2015) 1; 

• Household Annual Disposable Income of Middle-Class (2017) 4. 

Commercial    

Infrastructure 
10,0% 

• Available Airline Seats (2017) 11; 

• Cellular Mobile Subscribers (2016) 3; 

• Households with Internet Access (2016) 3&4; 

• Logistics Performance Index (2016) 12; 

• Paved Road Density (2017) 4; 

• Population per Retail Outlet (2017) 4. 

Economic    

Freedom 
7,5% 

• Economic Freedom Index (2018) 5; 

• Political Freedom Index (2018) 6. 

Market          

Receptivity 
10,0% 

• Per Capita Imports from US (2017) 7;  

• Trade as a Percentage of GDP (2016) 1. 

Country Risk 7,5% 

• Business Risk Rating (2017) 8; 

• Country Risk Rating (2018) 9; 

• Political Risk Rating (2018) 10. 

Sources: 
1 World Bank, World Development Indicators 
2 U.S. Energy Information Administration, International En-

ergy Annual 
3 International Telecommunication Union, ICT Indicators 
4 Euromonitor International, Global Market Information Data-

base 
5 Heritage Foundation, The Index of Economic Freedom 
6 Freedom House, Survey of Freedom in the World 

7 U.S. Census Bureau Foreign Trade Division, Country Trade 

Data 
8 Swiss Export Risk Insurance, Country Risk Survey 
9 Coface, Country Risk Survey 
10 Credendo, Country Risk Survey 
11 World Economic Forum, Global Enabling Trade Report 
12 World Bank, Logistics Performance Index 

Note: Adapted from GlobalEDGE (2018a)  

Table B2 - Cavusgil's (1985) in-depth screening framework 

Factor Group Indicators 

Market        

Access 

• Limitations on trade: tariff levels, quotas; 

• Documentation and import regulations; 

• Local standards, practices, and other nontariff barriers; 

• Preferential treaties; 

• Legal considerations: investment, taxation, repatriation, employment, code of laws. 

Product      

Potential 

• Indicators of population and income levels; 

• Local production, imports, consumption; 

• Industry-specific key indicators of demand; 

• Consumption patterns;  

• Exposure to and acceptance of product; 

• Customer needs and desires; 

• Availability of linking products; 

• Attitudes toward products of foreign origin; 

• Competitive offerings. 

http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators
http://www.eia.gov/countries/
http://www.eia.gov/countries/
https://www.itu.int/en/ITU-D/Statistics/Pages/stat/default.aspx
http://www.euromonitor.com/
http://www.euromonitor.com/
http://www.heritage.org/index/
http://www.freedomhouse.org/report-types/freedom-world
http://www.census.gov/foreign-trade/statistics/product/enduse/exports/index.html
http://www.census.gov/foreign-trade/statistics/product/enduse/exports/index.html
https://premium.serv-ch.com/premium-calculator/coverPractice/list?lang=en_US
http://www.coface-usa.com/Economic-studies
https://www.credendo.com/country_risk
http://reports.weforum.org/global-competitiveness-index-2017-2018/
http://lpi.worldbank.org/
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Table B2 (continued) 

Factor Group Indicators 

Local  

Distribution 

and  

Production 

• Availability of intermediaries; 

• Regional and local transportation facilities; 

• Availability of manpower; 

• Conditions for local manufacture. 

Note: Adapted from Cavusgil (1985) 

Table B3 - In-depth screening framework for case study analysis  

Factor Group Indicators 

Product’s 

Trade Balance 

• Indicator of Refined Palm Oil Import Need - Quantity imported of refined palm oil.  

• Indicators of Imports’ Dependency.  

o Import dependency (imported palm oil share in domestic consumption). 

o Export capacity (exported palm oil share in total palm oil produced). 

o Self-sufficiency ration (national palm oil production, minus exports, share in domestic 

consumption). 

• Indicator of evolution of country’s trade balance (annual difference between the quantity 

imported and the quantity exported) 

Consumer/ 

User profile 

Consumer characterization 

• Indicator of palm oil cooking use in the country, by region.  

• Indicator of palm oil cooking use, by income class.  

• Indicator of food expenditure, by income class.  

Product characteristics  

• Consumer palm oil preferences (for crude palm oil or refined palm oil).  

• Refined palm oil uses (traditional dishes, frying, stews, or for all uses). 

• Consumption patterns: 

o Palm oil or vegetable oils weekly consumption (in national average household size). 

o Palm oil or vegetable oils purchase frequency (weekly, monthly). 

• Package preferences: 

o Consumer palm oil or vegetable oils packaged size preferences.  

o Retailer palm oil or vegetable oil packaged size preferences.  

• Palm oil purchasing preferences: 

o Palm oil, vegetable oils and food products place of purchase (formal or informal retail). 

Product penetration 

• Consumers brand loyalty. 

• Consumers attitudes toward products of foreign origin. 

• Customers’ needs and desires will uncover new trends. 

Market        

Potential 

Current Market Demand 

• Indicator of food consumption demand (share of palm oil domestic consumption for food use 

in total palm oil domestic consumption). 

Current Market Size  

• Some general indicator of market size:  

o Urban population (in percentage of total population). 

o Size of urban households (in number of households). 

o Household median Income (GNI per household, PPP). 

o Size of middle-class (in percentage of total population). 

o Size of bottom of the pyramid (in percentage of total population). 

• Industry-specific indicators: 

o Average household expenditure on palm oil, vegetable oils, and food category. 

o Urban food expenditure (in percentage of national food expenditure). 

Rural food expenditure (in percentage of national food expenditure). 

 Market Growth Rate  

• Some general indicator of market growth rate: 

o Population growth (population growth between 2008-2018 in percentage).  

o Urban population growth (urban population growth between 2008-2018 in percentage of 

total population). 
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Table B3 (continued) 

Factor Group Justification 

Market        

Potential 

o Income per capita growth (income per capita growth between 2008-2018 in percentage). 

o Population under 24-year-old (in percentage of total population in 2018). 

o Average fertility rate (in number of children per woman in 2018). 

• Industry-specific indicators: 

o Palm oil or vegetable oil income elasticity. 

o Analysis of household evolution in consumption of palm oil and vegetable oil. 

o Growth amongst existing buyers, growth in penetration and growth rate of new buyers. 

Consumption of substitute products and evolution in this consumption. 

Local         

Production &   

Distribution 

National Production System 

• Current national product production. 

• Analysis of evolution in national product production. 

• Analysis of product’s production systems. 

• Analysis of product’s supply chain. 

Market Player Analysis 

• Analysis of players in product production systems: farmers, millers, etc. 

• Analysis of product supply chain: brokers, distributers, wholesalers, retailers, importers, etc. 

• Analysis of clients: formal and informal markets. 

• Analysis of competitors. 

Infrastructure Analysis 

• Distribution infrastructure: road network, rail network, seaport network 

o Main mode of transportation for passengers and cargo. 

o Network reach, distribution and density. 

o Current network status, maintenance and problems. 

Trade Barriers 

& Regulations 

Country Effect  

• Portugal’s 2018 Import Penetration (share of 2018 import penetration of portuguese imports 

in the country’s total imports). 

• Portugal’s 2018 raking as a supplier (performance of 2018 Portuguese imports in country’s 

overall imports). 

• Portuguese imports growth between 2014-2018 (evolution of portuguese import penetration) 

• Palm Oil Imported from Portugal in 2018 (share of 2018 Portuguese palm oil import pene-

tration in the country’s total palm oil imports). 

• Portuguese palm oil imports’ growth between 2014-2018 (Evolution of portuguese palm oil 

import penetration in the country’s total palm oil imports). 

Country’s Trade Relation 

• Country’s trade block and trade organization membership.  

• Preferential trade treaties with Portugal or the European Union. 

• System guiding Portugal’s imports tariff system to the country. 

Product’s tariff barriers  

• Import tariff on portuguese refined palm oil imports. 

• Valued Added Tax.  

• Additional levies. 

Non-tariff barriers  

• Product’s quotas, import ban and local standards analysis. 
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Appendix C 

The interview was held on the September sixth, 2019 and had a duration of one hour and a half.  

Interview Protocol: In-depth Screening 

The following questions are related to the selection criteria of the second stage of the model, the in-depth screening 

phase. This stage is focused on the analysis of the country’s market conditions. Therefore, it needs to be taken into 

consideration the countries sample and the product characteristics. 

1) Ordinate the factors, by descendant order of importance, for the selection process in this phase.  

 

Table C1 - Factors used in the selection process in the in-depth screening phase 

Factors Example of indicators measured 

Market’s Access 
• Product’s trade barriers in the country (e.g. tariffs, quotas, amongst others). 

• Country’s trade barriers (e.g. importing licenses). 

National Market • Size of the consume base in the country 

Trade Balance • Product’s trade pattern in the country (e.g. product deficit or surplus). 

B2C Consumer • Consumer characteristics (e.g. age, gender, needs, preferences). 

B2B Consumer • Client characteristics (e.g. retail sophistication, structure of informal market). 

Infrastructure 

Characteristics 

• Basic infrastructure. 

• Distribution infrastructures. 

• Commercial infrastructure. 

• Communication infrastructure. 

National Industry 

• National production of the product (e.g. is the product produced in the country) 

• National production system (e.g. type of production, sophistication level) 

• Market players (e.g. producers, distributers, retailers, importers, amongst others) 
 

2) Why did you choose this order of preference?  

 

3) Analyze the list of indicators, in the developed framework, and indicate which are more important in 

the selection process, and why? 

a. From the previous selected indicators, ordinate them by descendant order of importance, for 

the selection process in this phase. 

b. Are there any aspects of the B2B or B2C consumers that can be an eliminatory aspect? 

c. Are there any aspects of infrastructural factor that can be an eliminatory aspect? 

 

4) Are there any other factors/indicators which you consider important in this stage of the analysis? 
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Appendix D 

• Indicator of Imports’ Dependency  

Table D1 presents data on palm oil produced, exported, imported and consumed in each country in 

2018.  

Table D1 - Palm oil produced, exported, imported and consumed in each country in 2018 

Countries 
Palm Oil Produced 

(in thousand tons) 

Palm Oil Exported 

(in thousand tons) 

Palm Oil Imported 

(in thousand tons) 

Palm Oil Consumed 

(in thousand tons) 

Ghana 375 160 320 535 

Nigeria 1 015 18 330 1 340 
 

Source: United States Department of Agriculture (2019) 

According to table D1, we conclude that Ghana’s 2018 palm oil imports accounted for 60% of total 

domestic consumption. The exported quantity accounted for 43% produced quantity. In terms of self-

sufficiency ration the quantity produced in Ghana accounts for 40% of national consumption. Instead in 

Nigeria, exports played an insignificant role accounting for only 2% of the quantity produced in the coun-

try. Since the domestic consumption exceeded the quantity produced, the country in 2018 imported 25% 

of the consumed quantity. In terms of self-sufficiency ration the quantity produced in Nigeria accounts 

for 74% of national consumption. 

• Indicator of Product’s Trade Deficit 

In order to understand if each country has been consistently import dependent, we analyzed the annual 

difference between the quantity imported and the quantity exported. If the value obtained is positive that 

means that the country imports more than exports, therefore it is import dependent. Table D2 and table 

D3 present the palm quantity imported and exported, respectively. 

Table D2 - Palm oil quantity imported annually per country, between 2014 and 2018 

Countries 
Annual Palm Oil Quantity Imported (in thousand tons) 

2014 2015 2016 2017 2018 

Ghana 292 278 320 320 320 

Nigeria 506 263 298 302 330 
 

Source: United States Department of Agriculture (2019) 

Table D3 - Palm oil quantity exported annually per country, between 2014 and 2018 

Countries 
Annual Palm Oil Quantity Exported (in thousand tons) 

2014 2015 2016 2017 2018 

Ghana 138 150 155 160 160 

Nigeria 18 18 18 18 18 
 

Source: United States Department of Agriculture (2019) 

• Indicator of Urban Household Size  

Ghana’s population in 2016 was 28 481 946 inhabitants (World Bank 2019a). The last report found on 

average household size in the country reported to 2014. Consequently in this analysis, we used the 

value reported for 2014. Ghana Statistical Service (2014) reported that the average household size in 

the country was 4,0 persons. Therefore, we can conclude that Ghana had 7 120 487 households in 

2016. Ghana in 2016 had 55% of its population in urban areas (World Bank 2019a). Therefore, the 

urban household size, from the 2016 total household size, was 3 916 268 households. 
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Nigeria’s population in 2009 was 154 324 933 inhabitants (World Bank 2019a). We used average house-

hold size in the country reported in 2009. The Nigerian National Bureau of Statistics (2010) reported that 

the average household size in 2009 was 4,5 persons. Therefore, we can conclude that Nigeria had 34 

294 430 households in 2009. Nigeria in 2009 had 43% of its population in urban areas (World Bank 

2019a). Therefore the urban household size, from the 2009 total household size, was 14 746 605 house-

holds. 

• Indicator of Income Distribution 

The income unit used was GNI per capita. The values are expressed in international dollars with 2011 

purchasing power parity. We used the definition of African Development Bank, for African markets based 

on the rule presented in section 3.4.2, where the middle-class income calculation is based on the con-

sumption following between 0,75 and 1,25 times of country’s median per capita income. 

Ghana’s last income distribution levels report to 2016 (World Bank 2019a). In table D4 is presented 

Ghana’s income distribution levels in 2016 per quintile.  

Table D4 - Ghana’s income distribution levels in 2016 

 Income Quintiles (in percentage)  

lowest 
20 

second 
20 

third  

20 

fourth  

20 

highest 
20 

Income distribut ion (in percentage)  4,7 9,6 14,8 22,3 48,6 

Populat ion/quanti le ( in mil l ion inhabitants)  5,7 5,7 5,7 5,7 5,7 

GNI1 /quanti le ( in bi l l ion dol lars) 2  5,0 10,3 15,8 23,6 52,0 

GNI1 /quanti le/capita ( in dol lars)2  882,6 1 802,8 2 779,4 4 187,8 9 126,8 

GNI1 /capita/day ( in dol lars) 2  2,42 4,94 7,61 11,5 25,0 

Note: 
1  GNI, PPP                                                                                                         Population (2016) = 28,5 mil l ion inhabitants  
2 Constant 2011 international dollars                                   GNI, PPP (2016) = 107,0 billion Constant 2011 international dollars 

 

Source: World Bank (2019a) 

Nigeria’s last income distribution levels report to 2009 (World Bank 2019a). In table D5 is presented 

Nigeria’s income distribution levels in 2009 per quintile. 

Table D5 - Nigeria’s income distribution levels in 2009 

 Income Quintiles (in percentage)  

lowest 
20 

second 
20 

third    
20 

fourth  
20 

highest 
20 

Income distribut ion (in percentage)  5,4 9,7 14,4 21,6 49,0 

Populat ion/quanti le (mil l ion inhabitants)  30,9 30,9 30,9 30,9 30,9 

GNI1 /quanti le (bi l l ion dol lars) 2  38,1 68,5 101,6 152,4 345,8 

GNI1 /quanti le/capita (dol lars)2  1 234,8 2 218,0 3 292,7 4 939,0 11 204,2 

GNI1 /capita/day (dol lars)2  3,38 6,08 9,02 13,53 30,70 

Note: 
1 GNI, PPP                                                                                                             Population (2009) = 154,3 million inhabitants 
2 Constant 2011 international dollars                                  GNI, PPP (2009) = 705,8 billion constant 2011 international dollars 

 

Source: World Bank (2019a) 

In Ghana the median daily income in 2016 was 7,61 dollars. In 2016, 40% of the population was in the 

bottom of the pyramid class, because they had a daily income inferior to 0,75 times the median. In the 

middle-class as a hole — including floating class, lower-middle class and upper class — there were 5,7 

million inhabitants, corresponding to 20% of the population. The upper class corresponds to the remain-

ing 40% of the population. 
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In Nigeria the median daily income in 2009 was 9,02 dollars. In 2009, 40% of the population was in the 

bottom of the pyramid class, because they had a daily income inferior to 0,75 times the median. In the 

middle-class as a hole — including floating class, lower-middle class and upper class — there were 30,9 

million inhabitants, corresponding to 20% of the population. The upper class corresponds to the remain-

ing 40% of the population.  

• Indicator of Median Income per Household 

From the previous data we can conclude that in 2016 the median income per capita in Ghana was 2 779 

dollars. In order to calculate the household income, we used the average household size of 4,0 persons 

for calculation, assuming that all member of the household are at the working age. We calculated the 

2016 median household income in Ghana was 11 116 dollars. 

From the previous data we can conclude that in 2009 the median income per capita in Nigeria was 3 

293 dollars. In order to calculate the household income, we used the average household size of 4,5 

persons for the calculation, assuming that all member of the household are at the working age. We 

calculated the 2009 median household income in Nigeria was 14 816 dollars. 

In order to comprehend the role of palm oil in the total vegetable oil consumption in each country we 

present in table D6 the types of vegetable oil consumed in Ghana and Nigeria in 2013, and their con-

sumption as faction of the total vegetable consumption in that year.  

• Indicator of Palm Oil Substitutes 

In order to comprehend the role of palm oil in the total vegetable oil consumption in each country we 

present in table D6 the types of vegetable oil consumed in Ghana and Nigeria in 2013, and their con-

sumption as faction of the total vegetable consumption in that year.  

Table D6 - Ghana’s and Nigeria’s vegetable oils consumption in 2013 

Vegetable Oils Ghana (in percentage) Nigeria (in percentage) 

Coconut Oil 4,2  0,6 

Cottonseed Oil 0,0 0,7 

Groundnut Oil 28,6 15,6 

Oilcrops Oil, Other 16,6 8,6 

Olive Oil 0,3 0,1 

Palm Oil 42,4 48,1 

Rape and Mustard Oil 0,1 0,0 

Sesameseed Oil 0,0 0,1 

Soybean Oil 1,4 0,4 

Sunflowerseed Oil 0,7 0,0 
 

Source: Food and Agriculture Organization of the United Nations (2019) 

Note: According to Food and Agriculture Organization of the United Nations (2012) in this category are included vegetable oil 

from: karite nuts, castor beans, rapeseed, tung nuts, safflower seed, jojoba seed, poppy seed, melon seed, tallowtree seeds, 

kapok fruit, linseed and hempseed. 

We can concluded that in both Ghana and Nigeria palm oil is the most consumed vegetable oil. In Ghana 

palm oil represented 42,4% of the vegetable oil consumption in the country in 2013. In Nigeria palm oil 

represented 48,1% of the vegetable oil consumption in the country in 2013. 
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• Indicator of Palm Oil Substitutes 

As table D6 showed, in Ghana the top five most consumed oils, after palm oil, are groundnut oil, “oilcrops 

oil, other”, coconut oil, soybean oil and sunflower oil. In that year, the consumption of coconut oil, olive 

oil, rape and mustard oil and sunflower seed oil did not amount to 1 kilogram. Moreover, the annual 

consumption of olive oil and rape and mustard oil did not go beyond to 20 grams and 10 grams, respec-

tively. The category “oilcrops oil, other” accounted for more than 1 kilogram in 2013 (Food and 

Agriculture Organization of the United Nations 2019). According to table D6 in Nigeria, the top five most 

consumed oils, after palm oil, are groundnut oil, “oilcrops oil, other”, cottonseed oil, coconut oil and 

soybean oil. The annual consumption of coconut oil, cottonseed oil, olive oil, sesame seed oil and soy-

bean oil did not amount to 1 kilogram. Moreover, the annual consumption of olive oil and sesame seed 

oil did not go beyond to 10 grams. The category “oilcrops oil, other” accounted for about 1 kilogram in 

2018 (Food and Agriculture Organization of the United Nations 2019). 

For both countries the second most consumed vegetable oil was groundnut. Palm oil and groundnut oil 

together accounted for 71% of vegetable oil consumption in Ghana and 64% in Nigeria. Therefore, we 

decided on an analysis of the next most consumed vegetable oil in each country. 

• Indicator of Palm Oil Production Regions 

In both Ghana and Nigeria palm oil production and processing is confined to specific states. In Ghana 

the palm cultivation occurs in the western, central and eastern regions of the country (Ofosu-Budu and 

Sarpong 2013). In Nigeria palm oil production and processing is mostly concentrated in the central and 

south of the country (Gourichon 2013).  

• Indicator of Palm Oil Tree Area Planted 

In 2008, Ghana reported to have an estimated 330 000 hectares of palm oil tree planted in the country 

(Ofosu-Budu and Sarpong 2013). Nigeria reported, in 2004, 2 514 090 hectares of palm oil tree planted 

in the country (Ayodele 2010). 

• Indicators of Palm Tree Production System Analysis 

The typical palm oil tree production system can be divided into estate plantations and smallholders. 

There are many differences between these two systems, but generally it is used the farm size as the 

primary differentiation factor. However, there is not a standard definition in the literature of smallholders. 

On section 3.3 was introduced the definition used by the Roundtable on Sustainable Palm Oil which 

characterized them, amongst other attributes, by a palm oil tree area below 50 hectares. However, Sub-

Saharan African farmers work on lands with a much smaller size. The Ghanaian government adapted 

the definition from the Roundtable on Sustainable Palm Oil and established the smallholders farmers to 

a maximum of 40 hectares (Proforest 2014).  

In Ghana the production systems are dived in estate plantation, which have more than 40 hectares, and 

smallholders which cultivate less than 40 hectares. According to Ofosu-Budu and Sarpong (2013) In 

Ghana, the smallholder farmers can be divide in: 

- Nucleus-smallholder - which produce in the estate plantation; 

- Out grower - which produce outside the estate farm. However, they have a contract with the estate, 

who they sell their production to and received agricultural inputs in return;  

- Independent smallholder farmers - which are self-organized, self-managed and self-financed.



 

D5 
 

 

The yield obtained varies largely according to the farming system. The large estate plantation present 

the highest yield of 10 to 13 tons per hectare, smallholders and out-growers is between 7 and 10 tons 

per hectare, and the smaller type of smallholders, the small-scale farmer — which works on less than 

10 hectares — can yield 3 tons per hectare (Ofosu-Budu and Sarpong 2013).  

In Nigeria the production system is derived in: smallholders which typically have between 1 and 10 

hectares, and estates which have more than 10 hectares (Ayodele 2010). According to Ayodele (2010) 

and Gourichon (2013) in Nigeria, the smallholder farmers can be divide in: 

- Wild groves farmers - which rent wild-groves areas; 

- Small scale farmers - which farm their one land as means of subsistence and produce palm oil 

informally as a mixed cropping system. 

In Nigeria most of the palm tree hectarage is wild groves. This production system presents the lowest 

yield out of all production system, with only 1,5 tons per hectare. The small-scale farmer, can yield 3 

tons per hectare and the large estates with more than 100 hectare can yield 5 tons per hectare 

(Gourichon 2013). Similar to Ghana, Nigeria estates do not achieve a competitive yield in its farms. 

Typically in both Ghana and Nigeria small estates are owned by individuals or cooperatives. The me-

dium estates belong to corporations or to the state. The large states are integrated into companies that 

have a stake in all steps of palm oil value chain (Gourichon 2013). 

• Indicators of Palm Processing System Analysis 

The production of palm oil occurs in the mills, which receive the palm fresh fruit brunches and processed 

it in order to obtain palm oil. The production of palm oil can be divided in primary processing, where 

crude palm oil is obtained, and secondary, where refined palm oil is obtained (Carrere 2013).  

In Ghana there are three types of production systems for primary processing: small/traditional pro-

cessing, medium processing and large processing. The traditional processers receive smallholders’ pro-

duction, and the processing of the brunches is still carried out manually by women at the village level 

(Carrere 2013). Some small processers may use semi-mechanized procedures. Both traditional and 

small processors produce technical palm oil (Angelucci 2013). The medium processers receive private 

smallholders’ production, since out growers programs are too expensive (Fold and Whitfield 2012). 

Lastly, the large-scale processors receive the production from large scale estates and from their out-

growers (Angelucci 2013). In Ghana both medium and large producers produce special palm oil (Ofosu-

Budu and Sarpong 2013). However, medium producers have lower extraction rate than large processers 

(Fold and Whitfield 2012). In Ghana the large processors are not self-sufficient. They buy 60% of their 

raw material abroad or from smallholders outside their estates (Ofosu-Budu and Sarpong 2013). Cur-

rently, they are focusing on acquiring land as well as improving their estates yielding, in order to reach 

a 50% sufficiency (Fold and Whitfield 2012).  

In Nigeria there are three types of production systems for primary processing: small/traditional pro-

cessing, medium processing and large processing. The traditional processing receives smallholders’ 

production and produces only traditional technical palm oil. The traditional processing is typically done 

manually by traditional methods resulting in a low oil extraction of 25%. 



 

D6 
 

The medium processers receive small and medium scale estates production. Unlike the previous type 

this is performed mechanically, however still only produces technical palm oil. Lastly, the large-scale 

processers receive the production from large scale estates and their out growers. This type offers the 

height yields of 75% and produces special palm oil (Gourichon 2013). In Nigeria the national production 

of special palm oil can only supply 50% of the refinery’s needs, therefore the remaining special palm oil 

is imported (Gourichon 2013). 

The large-scale processes, because of their production capacity, are able to sell directly to the domestic 

and international markets. However, the smaller processers have to sell their production to intermediar-

ies, which will sell it to the local market or exported it (Dada 2007).  

For both Ghana and Nigeria, we were able to gather information and conclude that the majority of palm 

oil supply chain is characterized by small scale business. In Nigeria the Foundation for Partnership 

Initiatives in the Niger Delta (2012) concluded “smallholder farmers supplying small scale mills with 

individuals providing the distribution linkages and small ancillary businesses supporting the value chain 

as fabricators and input suppliers”. In Ghana according to Ofosu-Budu and Sarpong (2013) the house-

hold consumer value chain is based on small scale producers who sell to small scale mills or households 

doing manual processing. 

• Indicators of Palm Supply Chain Analysis 

Brokers are intermediaries, at the national level, between the producers and the buyers. In some cases, 

the intermediaries are also exporters (Dada 2007). According to Gourichon (2013) in Nigeria there four 

types of traders in the country’s value chain: 

- Community palm oil dealer association - they bulk-buy palm oil from plantations, on a regulator, in 

plastic jerry cans (20 litters), drums (200 litters) or tankers.  

- Peddlers - act as an agent. They are intermediaries between the palm oil producers — farmers or 

millers — and the oil dealers. They are organized in unions or association, this way creates a barrier 

between producers and buyers. 

- Oil merchants – buy palm oil from traders and middlemen, which they sell on their own distribution 

stores. Typically, they also benefit from a wide network of retailers, wholesalers and industrial mar-

kets. 

- Speculators - bulk-buy palm oil during the high supply season and store it, in order to sell it, during 

the down period, to major dealers. This can be done, for example, by farmers. 

For Ghana was not uncovered detailed information on the type of brokers network that operates in the 

market. It was only gathered information on the presence of brokers in the survey Sarku and Appiah 

(2017) in Kwaebibirem district in eastern Ghana. In this survey was also described middleman which 

create a barrier between producers and buyers, like oil merchants in Nigeria. In Ghana they “where 

bearers of information on price, taste and preferences of palm oil from consumers to processors” as 

Sarku and Appiah (2017) explained.  

For Ghana was not uncovered detailed information on the type of wholesaler network that operates in 

the market. According to Gourichon (2013) in Nigeria palm oil retail can be done in local street market, 

on the roadside, or by wholesalers. The retail points are governed by trading associations, which do not 

allow the free entry into the business. Even the distributors do not have free entry, having to pay to the 

trading association to enter.
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No information was uncovered on the number of palm oil wholesales in Nigeria. However, according to 

the Foundation for Partnership Initiatives in the Niger Delta (2012) survey in Imo state, traders and 

wholesalers, with their allies, account for half of the state’s value chain. They supply both rural and urban 

markets and also dictate the price of crude palm oil which is also influenced by the demand-supply gap.  

• Indicators of Palm oil Players Analysis 

Currently, the main players in Ghana’s palm oil production are: Presco Plc, SIFCA group and Wilmar in 

a joint venture, Norpalm AS and PZ Cussons in a joint venture and SOCFIN group. 

In 1995 Presco group acquired Ghana Oil Palm Development Co. from the Ghanaian government 

(Carrere 2013). The company acquired the Kwae and Okumaning estates in the eastern region. All 

estates have a combined palm tree area of 21 000 hectares. The company has a fully integrated supply 

chain owning also an oil mill and a refinery. The company produces for the Ghanaian market their Kings 

band of palm olein in jerrycan (PRESCO 2019a). The Presco group also has palm oil operation in Nige-

ria, Gabon, Côte d'Ivoire (PRESCO 2019c).  

The Benso Oil Palm Plantation Limited was purchased by Unilever, however in the 2000s was sold to a 

joint venture between Singapore-based Wilmar and SIFCA group (Carrere 2013). The Benso Oil Palm 

Plantation is located in west region and has 6 157 hectares of palm oil plantations. Besides the estate 

Wilmar also owns a mill, a refinery, and a factory. The refinery opened in 2013 and it is located in Tema 

port. The refinery distributes its production by other countries in the region (Bax 2013). Also, the Gha-

naian produces cannot supply more than 30% of the refinery capacity, importing the remaining from 

Ivory Coast (Appiah 2018). In this plant they also produce they Mamador’s brand vegetable oil, Devon 

King’s brand palm oil and other food products. 

Unilever and the Ghanaian government are the main shareholders of Twifo Oil Palm Plantation Limited. 

The estate is located in Mampong area in central region. This is one of the major producer of palm oil 

in Ghana (Carrere 2013). However, unlike the previous players they have a mill and no refinery. They 

have a total of 9 447 hectares distributed between nucleus smallholder, out grower programs and inde-

pendent smallholders (Twifo Oil Palm Plantation Limited 2019).  

In the 2000s the Norwegian Palm Ghana Limited bought the estate Norpalm Plantation, situated in the 

west region. Currently, it is a joint venture between Norpalm AS and PZ Cussons. It company owns 

4 500 hetactes of palm oil tree and a mill, however no refinery has been built since they only produce 

technical palm oil (Norpalm Ghana 2012). 

In 1990 the SOCFIN group bought a company founded by the African Delevopment Bank, which had 

an estate in Daboase District, where was approved the development 6 000 hectares of palm oil trees. 

In 2019, will be concluded the construction of an oil mill in the same district (SOCFIN 2019b). 

Currently, the main players in Nigeria’s palm oil production are: Presco Plc, SOCFIN group, Wilmar and 

PZ Cussons and SIFCA Group. The two largest producers in Nigeria are Okomu and Presco. According 

to PricewaterhouseCoopers (2019) they hold a “sizeable market share, in terms of value —due to their 

combined capacity — compared to small-scale farmers”.  
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During the 2000s Presco acquired Risonpalm Ltd. from the Nigerian government (Carrere 2013). Buying 

consequently two estates, Obaretin estate and Ologbo estate, in Edo state. Later Presco acquired 

Cowan estate, in Delta state, from Unilever. In recent years it has also acquired a fourth estate in Edo 

state, Sakponba estate (PRESCO 2019b). All estates have a combined palm tree area of 44 800 hec-

tares. The company has a fully integrated supply chain owning a mill and a refinery (PRESCO 2019c). 

Presco is Nigeria’s biggest palm oil producer (Okojie 2019). The company produces for the, Nigerian 

market their Cuisin’Or band of palm olein in jerrycan (PRESCO 2019a). The Presco group also has palm 

oil operation in Ghana, Gabon, Côte d'Ivoire (PRESCO 2019c). 

The Okomu Oil Palm Company Plc was privatized in 1990. At the time the company owned an estate 

and a mill. It was acquired by Luxemburg-based SOCFIN group (Carrere 2013). Now it has 17 245 

hectares of palm oil. The company has wide presence in the African, having palm oil operations in Sierra 

Leone, Liberia, Ivory Coast, Ghana, Cameroon, Democratic Republic of Congo, São Tome and Principe 

(Okomu Oil Palm Company 2019). In Nigeria the company has, besides the estate, 3 oil mills but no 

refinery. The company also claims to be Nigeria’s largest crude palm oil producer (SOCFIN 2019a). 

In 2012 the PZ Willmar, a joint venture between Wilmar and PZ Cussons, acquired 35 000 hectares in 

the southern Cross River State (Carrere 2013). In 2018 they opened the largest palm oil refinery in 

Nigeria, in the Lagos state (PricewaterhouseCoopers 2019). In this plant they also produce they Mama-

dor’s brand vegetable oil, Devon King’s brand palm oil and other food products (PZ Wilmar 2018).  

The SIFCA Group in Nigeria has a 14 000 hectares of palm oil plantation (Carrere 2013). However, it is 

focused on rubber and not palm oil production. However, in 2010, the SIFCA group opened Africa’s 

largest refinery of palm oil in Ivory Coast (SIFCA 2019). 

According to Hollinger and Staatz (2015) in Ghana the main retail chains are Ghanaian Melcom, South 

African group Shoprite, the Wall-mark owned Massmart. Malcom started in 1989 with a store and now 

is the biggest player with 41 retail stores and three cash and carry spread all over Ghana. The company 

has its own independent logistics and warehousing infrastructures (Melcom 2019). In 2007 Shoprite 

opened its first store, focusing in smaller supermarket stores instead of their preferred hypermarket 

model. It terms of offer it was more focused on FMCG (Hollinger and Staatz 2015). Currently, they have 

seven stores mostly in the south of Ghana, the northers store is in the central region. Massmart entered 

the market in 2007 with the opening of one store. In 2018 it expanded its reach with the opening of three 

new stores (Trend Type 2018). Now, Massmart has four stores mostly in the south (Walmart 2019a). 

However, it is planed the opening of a fifth store in the north of Ghana (Trend Type 2018). 

According to Business Day (2014) in Nigeria the main retail chains are South African group Shoprite, 

the Dutch group Spar and the Massmart, owned by Wall-mark. In 2006 Shoprite opened its first store 

focusing its offer on FMCG (Hollinger and Staatz 2015). Shoprite has the biggest presence having a 

chain of both hypermarkets and supermarkets that has crossed to the north of Nigeria, totaling 25 stores 

(Shoprite Nigeria 2019). In 2009 Spar entered the market, by 2010 it had opened its first store (Hollinger 

and Staatz 2015). Currently, Spar has 16 stores mostly in the south of Nigeria, the northers stores are 

located in the capital (SPAR Nigeria 2019). Massmart also entered the market alongside Shoprite in 
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2006, sharing as tenants a shopping center (Hollinger and Staatz 2015). Now, Massmart has five stores 

under different bands, with stores also in the north of Nigeria (Walmart 2019b).  

• Indicators of Railway Network 

Ghana’s total railway network has an extension of 940 kilometers (Ghana Railway Development 

Authority of the Ministry of Transport 2013). Unlike the Nigeria’s railway network, Ghana’s railway is only 

built in the southern of the country. In Ghana the railway network is in poor condition, characterized by 

old tracks and inadequate railway terminals and platforms. Moreover, limited available of wagons and 

locomotives has compromised the railway use. Due to the historical use of the railway system for the 

transport of colonial commodities, in 2013, 50% of railway wagon fleet was for the transport of bauxite 

and manganese. In the same period, the country did not had a wagon fleet for the transport of containers 

(Ghana Railway Development Authority of the Ministry of Transport 2013). In 2013, only 13% of railway 

network was still operational (Ministry of Railways Development 2018). Therefore, in the same year the 

Ghanaian government presented a plan developed to rehabilitate the existing rail network, in some sec-

tion re-built it, and also to expand the existing network with new lines. This plan was dependent of private 

investment (Ghana Railway Development Authority of the Ministry of Transport 2013). However, this 

investment was never obtained. (Ministry of Railways Development 2018). By 2017, with a derailment 

in Accra-Tema line which resulted in the closer of this section of the line, the Ghanaian president created 

the railways development ministry to begin the 2013 plan (The Business Times 2019).  

Nigeria’s total railway network has an extension of 3 790 kilometers (Japan International Cooperation 

Agency 2014). Similarity to its road extension, Nigeria has the second most extensive rail network in 

African, second only to the South Africa’s network (Foster and Pushak 2011b). Nigeria’s rail network 

was developed along different region of the country. Providing a widespread link between the north, the 

center and the south of the country. Since 80% of the country’s railway was built during colonial times 

the rail distribution was a result of the country’s colonial commodity supply chain design. For example, 

the East line was built to supply palm oil for ports to export (Mizuoka and Shimono 2013). In Nigeria, the 

use of rail system had been declining since 1980s in the use of both cargo and passengers transport 

(Japan International Cooperation Agency 2014). In Nigeria by 2008 only the railway lines developed 

after independence, which account for 20% of total railway network, were still operational (Mizuoka and 

Shimono 2013). The Nigerian government witnessing these problems presented in 2002 a twenty-five-

year plan that began in the same year. These phases were developed in short-term, medium-term and 

long-term goals. The main goal was to rehabilitate existing facilities and construction of new lines. The 

implemented plan has already presented results which by 2010 had completed the first phase, resulting 

in an increase of passengers and freight transported. Since then the railway system usage has experi-

enced a higher increased in the transportation of passengers than freight (Japan International 

Cooperation Agency 2014). In terms of freight the company mainly transports bulk products (Mizuoka 

and Shimono 2013). Only by 2013 the Nigerian railway company tested for the first time the transporta-

tion of containers in their trains (Chrome Group 2013). Currently, it is a standard service, with Inland 

Container dry ports at Kaduna and Kano, which have been exercising success by the increasing number 

of containers transported (Anagor-Ewuzie 2019).
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• Indicators of Seaport Network 

Neither, Tema or Takoradi have an intermodal connection to the railway system. Tema port, in particu-

larly is in urban area, which already suffers from road congestion. The opening of new terminal at Tema 

port has reduced the port congestion. However, the Ghanaian ports are limited by the berth capacity, 

which with continuous increase in cargo handled will have to expand. Additionally, the inefficient custom 

clearance also plays an important role. Delays are caused because of formal or informal customs in-

spections as well as police inspections. The efficiency of Ghanaian ports is also challenged by the in-

creasing congestion outside the port gates. The lack of efficient intermodal connections and inefficient 

in hinterland movements has resulted in longer dwell times. Moreover, the continuous increase in cargo 

handled will aggravate the already congested ports access. (Ghana Railway Development Authority of 

the Ministry of Transport 2013). 

The Nigerian ports have serval inefficient. Lagos port is the only port in Nigeria that presents rail con-

nection. Moreover, it also presents water intermodal connection (Nigerian Port Authority 2019a). The 

rail connection completed in May 2019 does not reach every terminal, which will still result in road con-

gestion in most terminal in Lagos ports (National Geospatial-Intelligence Agency 2019). However, Ni-

gerian ports still present the longest processing times in all African ports, mainly because of physical 

examination, which is still the adopted approach instead in electronic scanning. In order to ease the 

process of transmission of information, between the fourteen port entities that interfere in the shipment 

of goods and release of goods of good, was developed a software that connected government agencies 

under one platform, however this is rarely available (Lagos Chamber of Commerce and Industry 2016). 

The main problem identified in Nigerian ports is corruption. Companies that work with Nigeria ports have 

experienced “bureaucratic red tape, constant delays, high costs, harassment, and demands for illegal 

charges”, according to Lagos Chamber of Commerce and Industry (2016). This problem is a conse-

quence of the weak legal framework which regulates the public-private partnership with are responsible 

for the port’s governance, creating inefficiency and corruption. 

• Indicator of Consumer Palm Oil Preferences  

In Ghana both Sarku and Appiah (2017) and Angelucci (2013) reported that crude palm oil, also known 

as red palm oil, is the preference in Ghana. According to Dada (2007) and Gourichon (2013) in Nigeria 

red palm oil is also the preferred one due to its flavor.  

• Indicator of Consumer Palm Oil Uses 

In the west African region palm oil is an essential ingredient used in traditional cuisine (Poku 2002). In 

terms of palm oil cooking uses no information was found for both Ghana and Nigeria. 

• Indicator of Consumer Palm Oil Weekly Consumption  

According to Ezealaji (2011) a Nigerian household with five peoples — which is the average household 

size — consumes per week around 2 litres of palm oil. No information was found on weekly household 

purchase of palm oil quantity for Ghana.  

• Indicator of Retailer Palm Oil Packaged Size Preferences   

For Nigeria the only reference which identifies palm oil bottle sizes in the Nigerian markets was 

Gourichon (2013) work which mentions that wholesalers buy palm oil from plantation estates in plastic 
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20 liters jerry cans and 200 liters drums. In Ghana the same sizes were preferred by brokers. According 

57% processors sold in 22,5 liters jerry cans because it was preferred by traders, 29% sold in 62,5 liters 

jerry and, and only 14% sold in 250 liters drums (Sarku and Appiah 2017). 

• Indicator of Consumer Palm Oil Packaged Size Preferences   

According to Sarku and Appiah (2017) survey, in eastern Ghana, was reported that palm oil was bottled 

by distributors in an 1,5 litre bottle to sell to the consumer. In the survey Nondzor, Tawiah, and Michael 

(2015) in the Ayifua Estate in south Ghana consumers reported their preferences for vegetable oils 

bottle sizes. It was reported that 58% of participants preferred vegetable oils in bottle sizes between 1,5 

litre and 5 litres bottles, 27% preferred bottles bigger than 5 litres and 15% preferred bottles between 

300 milliliter to 1 litre. 

For Nigeria one reference which identifies palm oil bottle sizes in the Nigerian markets was Ezealaji 

(2011) work relative to Imo state in south-east Nigeria. It mentioned different types of containers like, 

bottles or tins. In terms of container sizes sold to consumers was only mentioned the larger container of 

18 litres tin or 200 litres drum. It was described that it is common for the consumer to bring its own bottle 

and refills it on the spot. Also, a new trend in packaged size emerged in the 2015 in Nigeria which PZ 

Wilmar says has driven an increase in company sales. The company’s Devon Kings brand ,of palm oil, 

presented a new pack size of 100 milliliter that allows to cook for six people (Akwagyiram 2018).  

• Indicator of Palm oil Retail Preferences  

No information was found on Ghanaians’ and Nigerians’ preferences on the place to buy palm oil.  Ac-

cording to Hollinger and Staatz (2015) data only 1% to 2% of total food sells in Ghana and Nigeria are 

in of modern food retail. Consequently, almost 99% of food sells occur in local street market, on the 

roadside, or local small independent stores.  

• Indicator of Country’s Trade Organization Membership Analysis 

Ghana and Nigeria are both member of World Trade Organization (World Trade Organization 2016). 

Since Ghana and Nigeria are members, they have a customs system that imposes the most-favored 

nation tariffs to other member of World Trade Organization. If no other preferential trade agreement is 

in place — between two countries that are members of the World Trade Organization — than the most-

favored nation tariffs will be applied. The most-favored nation tariffs has always a higher level than levels 

of tariffs in preferential trade agreement (World Bank 2010).  

• Indicator of Country’s Trade Block Membership Analysis 

Both Ghana and Nigeria are members of the Economic Community of West Africa States, established 

in 1975 (Economic Community of West African States 2016). Being a trade union it looked to establish 

a single market, similar to the Europe Union (Economic Community of West African States 2016). In 

1997, the members implemented a trade liberalization scheme where all members adopted a common 

tariff system (Ofosu-Budu and Sarpong 2013). On palm oil imports the common tariff system established 

a zero tariffs policy for palm oil imports from members of the Economic Community of West Africa States. 

When it came to palm oil imports from other origins the treaty did not establish a specific directive. 
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• Indicator of Country’s Preferential Treaties with Europe Union 

The members of Economic Community of West Africa States have been negotiating a preferential trade 

agreement with the European Union since signature of the Contonou agreement in 2000. In this agree-

ment the European Union established the legal basis for negotiation of political issues, development 

cooperation and trade agreements with 79 countries in Africa, the Caribbean and the Pacific (European 

External Action Service 2016). 

The trade agreement between the European Union and the members of Economic Community of West 

Africa States has been agreed upon individually, between the European Union and each member of 

west Africa states (European Commission 2019b). These agreements will bring to West Africa states 

quota free exports to the European Union, trade conciliation and co-operation in customs procedures, 

standards, sanitary and phytosanitary requirements, amongst other benefits (European External Action 

Service 2016). Ghana has already a provisional trade agreement with the European Union in place, 

however negotiations have not been completed. Until this moment Nigeria remains the only country from 

west Africa states that has still not signed the stepping stone agreement that would begin negotiations 

for a formal trade agreement (European Commission 2019b).  

At this moment trade relations between Ghana and the European Union are governed by four alternative 

arrangements (Acheampong, Omane-Achamfuor, and Tawiah 2014):  

- The World Trade Organization most-favored nation tariffs, available for all World Trade Organiza-

tion members; 

- The standard Generalised System of Preferences which is available for all developing countries;  

- The Cotonou Agreement, available for 79 countries in Africa, the Caribbean and the Pacific; 

- The Ghana-European Union provisional trade agreement.  

When it comes to trade relations between Nigeria and the European Union only the first three are avail-

able, at this moment (European External Action Service 2016). 

• Indicator of Country’s Preferential Treaties with Portugal 

According to Agência para o Investimento e Comércio Externo de Portugal (2017c) Ghana does not 

have any bilateral treaties with Portugal. According to Agência para o Investimento e Comércio Externo 

de Portugal (2018) Nigeria does not have any bilateral treaties with Portugal.  

• What System Guides Portugal Imports Tariff System to the country 

Since no preferential treaty is established, the tariffs level of portuguese imports to both Ghana and 

Nigeria are at the most-favored nation tariffs, because Portugal is also a member of member of World 

Trade Organization (World Bank 2010;World Trade Organization 2016).  

• Indicator of Palm Oil Import Tariff  

Import tariff is a percentage which is calculated based on the sum of the product’s cost, insurance and 

freight (CIF) value. First, we must research the Harmonized Commodity Description and Coding System 

for palm oil. As we explained on section 3.4.2 the coding system is standard only to the sixth digit level. 

From the sixth digit onwards each country can divided its customs tariffs system as it wants (United 

Nations 2017). However, the next two levels of the table are the ones used to differentiate between palm 

oil for cooking and non-cooking uses. Therefore, we analyzed each country’s customs tariff. Ghana 
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customs tariffs on palm oil are presented on table D7. Nigeria’s customs tariff on palm oil imports are 

presented on table D8. According to Parliament of the Republic of Ghana (2017) the country has the 

highest tariff level of 35% import duty for refined palm oil, used mainly for cooking. According to Nigeria 

Customs Service (2017) Nigeria presents the same import duty levels as Ghana for refined palm oil.  

Table D7 - Ghana’s import duty for palm oil, according to the updated 2017 Harmonized Commodity Description 
and Coding System 

Code Definition Type of Palm Oil Type of Use 
Import Duty   

(in percentage) 

1511.1000.00 
Palm oil and its fractions, crude, not chemically 

modified 
Crude Palm Oil 

Food and in-
dustrial uses 

10 

1511.9000.00 
Palm oil and its fractions, refined, except chemi-

cally modified and crude 
Refined Palm Oil 

Food and in-
dustrial uses 

 

1511.9010.00 
Fractions of Palm oil and its fractions, not fit for 

human consumption. 
RBD Palm Oil Industrial uses 10 

1511.9091.00 
Refined palm oil put up for retail sale in pack-

ings with content of 5 litres or less 
RBD Palm Olein Cooking use 35 

1511.9099.00 
Refined palm oil put up for retail sale in pack-

ings with content of 5 litres or more 
RBD Palm Olein Cooking use 35 

 

Note: Adapted from Parliament of the Republic of Ghana (2017) 

Table D8 - Nigeria’s import duty for palm oil, according to the updated 2017 Harmonized Commodity Description 
and Coding System 

Code Definition Type of Palm Oil Type of Use 
Import Duty       

(in percentage) 

1511.1000.00 
Palm oil and its fractions, crude, not chemi-

cally modified 
Crude Palm Oil 

Food and in-
dustrial uses 

10 

1511.9000.00 
Palm oil and its fractions, refined, except 

chemically modified and crude 
Refined Palm Oil 

Food and in-
dustrial uses 

 

1511.9010.00 
Fractions of Palm oil and its fractions, not fit 

for human consumption. 
RBD Palm Oil Industrial uses 10 

1511.9111.00 
Refined palm oil put up for retail sale in pack-

ings with content of 5 litres or less 
RBD Palm Olein Cooking use 35 

1511.9099.00 
Refined palm oil put up for retail sale in pack-

ings with content of 5 litres or more 
RBD Palm Olein Cooking use 35 

  

Note: Adapted from Nigeria Customs Service (2017) 

• Indicator of Additional Import Levies  

Besides import duty countries can additionally input other levies. In both Ghana and Nigeria was identi-

fied an additional of Economic Community of West Africa States levy on imports of 5% of the product’s 

CIF value and all other charges imposed by the country (International Trade Centre 2012). 

In particular Ghana has a national health insurance levy, of 2,5% of the value added tax, and an export 

development and investment fund levy of 5% of the product’s CIF value. The value added tax for all 

palm oil types is 15% (Ghana Revenue Authority 2012). 

Nigeria has port development levy which is 7% of the import duty, a comprehensive import supervision 

scheme charge of 1% on the free on board (FOB) incoterm value of the imported goods (International 

Trade Centre 2012). The value added tax for all palm oil types is 5% according to Nigeria Customs 

Service (2017). Additionally, refined palm oil has an additional import levy of 25% of the product’s CIF 

value. 

• Indicator of Non-Tariff Barriers Analysis 

In both Ghana and Nigeria no national technical standards for imported palm oil were identified (Ghana 

Revenue Authority 2012; United States Department of Commerce 2019a). Other types of non-tariffs 

barriers are import quotas and bans. As International Trade Centre (2012) explained “bans (also called 
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 embargos or prohibitions) are absolute trade restrictions by which a country completely banishes trade 

with another country or forbids exporting its own products to it.” Ghana has no import restriction for all 

types of palm oil. Nigeria since 2011 imposed an importing ban on refined palm oil, which is still in place 

(United States Department of Commerce 2019b).  

 


