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E-Commerce has been hailed as the
most fundamental change since paper
money was invented (Derek Miers,
1996). Despite the down fall of some
early e-commerce start-up companies
in 1999, e-commerce hype world-wide
is ever-increasing and could be worth
more than $7 billion by 2004 (Turban
et al). Africa’s share in e-commerce
stands at $31 million with $30 million
coming from South Africa. The USA
is far ahead of many countries in e-
commerce development whereas
Africa, dubbed the least developed
continent, lags far behind. In terms of
information, communication and
technology (ICT) infrastructure,
Africa is lagging behind the other con-
tinents. Good Information and
Communications Infrastructure,
essentially, the Internet, is required to
participate in e-commerce. According
to Turban et al (2002), the most com-
mon types of e-commerce transactions
that are most prevalent in USA and
other developed regions of the world
are the business to business (B2B) and
the Business to Consumer (B2C).

There have been many initiatives
for economic and political collabora-
tion among African countries. These
include intergovernmental organiza-
tions such as, the African Union (AU),

the New Partnership for Africa’s
Development (NEPAD), the Southern
African Development Community
(SADC), the Economic Community of
West Africa States (ECOWAS), the

Common Market for Eastern,
Southern African countries (COME-
SA) and the East African Community
(EAC). The main goal of these organi-
zations is to enhance collaboration in
economic, social and political issues
so as to improve the livelihood of
their citizens. Several questions need
to be answered, ‘’ Can e-commerce in

Africa contribute positively to the
development of the African economy
and the life of its citizens? What chal-
lenges slow down or hinder the diffu-
sion of e-commerce in Africa?

Furthermore, what reservoir of wis-
dom and knowledge can Africa use 
to trigger pragmatic steps for the dif-
fusion of e-commerce? This article 
discusses the challenges and prospects
for the diffusion of e-commerce in
Africa and makes recommendations
on how inter and intra-regional coop-
eration and collaborations and 
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strategic business partnerships within
and outside Africa can be enhanced
to speed up e-commerce activity on
the continent.

The Challenges 
of e-Commerce 
Statistics show that Africa is lagging
behind in the adoption of E-com-
merce. Muriuki (2003) reports that
there is hardly any e-commerce in
Africa, however, according to Jensen
(2003), there is some e-commerce
activity in Africa, with South Africa
and North Africa (Egypt, Ethiopia,
Morocco, Tunisia) taking the lead.
The slow diffusion of e-commerce has
been attributed to a number of issues
some of which may be unique to the
African continent:   

Technological Infrastructure 
Lack of infrastructure for telecommu-
nications, Internet and online pay-
ments impede smooth development
and improvements in e-commerce in
Africa. Most rural areas in Africa,
where the majority of small and medi-
um businesses are concentrated, have
no Internet facilities and thus are
unable to engage in e-commerce activ-
ities. According to Jensen (2003), most
countries in Africa, except South
Africa, have Internet infrastructure
only in three major cities. When com-
pared to USA, it will take Africa close
to 225 years to catch up in overall eco-
nomic development in ICT
(Aniebonam, 2003).  Most African
countries have no telecommunication
policy and a regulatory authority.
According to the Economic

Commission for Africa 1999 report,
only 20 of the African countries had
established some form of independent
or quasi-independent regulatory board
for the telecommunication sector.
Botswana, Gambia, Malawi,
Mauritius, Morocco, Mozambique,
South Africa and Uganda are among
the few countries that have well estab-
lished telecommunication authorities.
The main responsibilities of these
authorities are: license allocation,
issuing tariff guidelines, setting stan-
dards, consumer protection, creation
of stable and predictable environ-
ments, ensuring fair competition and
allocation and management of radio
frequency spectrum. 

Payment Systems 
and the Banking Sector
Most of the B2C transactions current-
ly taking place use credit and debit
cards supplied by Visa (www.visa.com)
and MasterCard (www.mastercard.com).
For B2B, the use of credit or debit cards
may not be conducive thus requiring
the need for specialized systems
which are not currently available. In
South Africa, ivery.com is marketing
some products for B2B online transac-
tions that could possibly be used by
Southern Africa and other regions. 

Costs
The cost of Internet access relative

to per capita income is a critical fac-
tor. Compared to the USA, there are
higher costs of entry into the e-com-
merce market in Africa.  These
include high start-up investment costs,
high costs of computers and telecom-

munication equipment and licensing
requirements. According to Darley
(2001), a basic personal computer is
50% more expensive in Africa, after
adjusting for import duties and taxes,
than in USA. 

Transport Costs
Africa is a vast continent and it is
logistically more difficult to move
goods across Africa than in USA due
to poor transport infrastructure.
Consumers can buy goods online, but
getting the product to the consumer in
Africa and other parts of the world is
an expensive and daunting exercise.
Electronic products and services may
be easier to transact than tangible
products. 

Governance, Legal and 
Institutional Infrastructure
Many countries in Africa suffer from
poor governance and lack of clear
policies regulating internal and exter-
nal trade. There is also a general 
perception that Africa is corrupt,
fraud ridden and full of crime; for
example, the 419 menace in Nigeria
(Aniebonam, 2003). An African Union
Report issued in 2002, estimated that
corruption costs Africa $148 billion a
year. These incidents have tarnished
Africa’s image and have influenced
the international scoring system to
position Africa as a high-risk conti-
nent. Southwood (2003) argues that
legislation is also a key issue hinder-
ing e-commerce diffusion. Stringent
regulations make it difficult for e-com-
merce to flourish whereas too little
legislation with regards to tax, fraud,
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and moral issues can open the e-com-
merce market to abuse. 

War, Terrorism and 
Political Instabilities
War, acts of terrorism and political
instabilities inevitably disturb smooth
operations of business and free flow
of goods and services. There have
been wars and civil unrest in many
African countries - Liberia, Ivory Coast,
DRC, Angola, Rwanda and Burundi.
War is costly and diverts much need-
ed resources from economic develop-
ment to supporting the war. There are
also costs from rebuilding infrastruc-
ture that was damaged by war. The
controversial land reform policy in
Zimbabwe has created political and
economic instabilities that do not pro-
vide a very conducive environment
for e-commerce. Africa is also prone
to natural catastrophes, for example,
the Mozambican floods that led to
destruction of infrastructure and had
negative effects on business operations. 

Language and 
Cultural Barriers
Africa consists of 54 nations each
with its own official language and cul-
ture. Broadly, Africa can be divided
into distinct zones based on lan-
guages: Anglophone, Francophone
Arabic and Portuguese speaking.
Language is a vehicle of communica-
tion and in order for inter-country
trade to flourish you need a common
means of communication. Research
has shown that the Francophone zone
has higher profile on the web and has
more connectivity than the other lan-

guage zones (Darley, 2001). This has
been attributed to strong assistance
provided by Francophone support
agencies. To curb this challenge
Africa should work towards more
regional collaboration and adoption of
regional languages. The use of Swahili
in East Africa is one such example.
However, since e-business is based on
Internet technology, African countries
have to continue to use universally
acceptable languages. 

Different 
National Currencies
Inter-Africa business in general is
affected by the fact that each country
has its own national currency and in
many cases these currencies are not
directly exchangeable. The tendency
is for invoicing to be done in the hard
currencies subjecting the buyer and
the seller to foreign currency
exchange risk. In addition to these
problems, many countries have a sys-
tem of foreign exchange controls that
further complicate cross border trade. 

Low Information 
Technology Skills
There is a shortage of qualified Infor-
mation Technology personnel neces-
sary to support e-commerce across the
continent. For example, in the tourism
sector of East Africa, the key stake-
holders of driving innovative e-com-
merce are themselves not well-versed
with the technological requirements
of e-commerce.  This problem is fur-
ther compounded by the HIV/AIDS
pandemic that has reduced the human
resource level in the business sector.

“Most rural 
areas in Africa,

where the majority
of small and 

medium businesses
are concentrated,
have no Internet

facilities and thus
are unable to

engage in 
e-commerce 

activities.
According to

Jensen (2003), most
countries in Africa,
except South Africa,
have Internet infra-

structure only in
three major cities.”
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Security Issues 
and ICT Phobia
Research studies have shown that per-
ceived lack of security of e-commerce
transactions and ICT phobia, are a
major hindrance to the diffusion of 
e-commerce amongst businesses and
consumers (Magembe & Shemi, 2002). 

Prospects for the
Development of E-commerce 
Herbert (2003) suggests that the great
bulk of African problems must be solved
at the national level. African countries,
collectively and individually, need to
address the challenges that were iden-
tified in this article. The following sec-
tion identifies the steps that need to be
taken to accelerate e-commerce uptake.

Need for Alternative 
Models of E-Commerce
There is a need to develop new mod-
els of e-commerce suitable for the
African environment. Most business
in Africa is micro-business, smaller
than the small business of USA.
Therefore, e-commerce as currently
construed favors large businesses that
have the necessary resources. E-com-
merce in Africa needs to rely on busi-
ness associations and cooperative
models of business. New ways of eval-
uating e-commerce risk in Africa are
needed. These methods might include
measures of association, social group-
ings and communication and include
returns on social investment as an
important coefficient. Managers need
to formulate e-commerce strategy that
utilizes the most appropriate techno-
logical infrastructure.

Policy Change
There is a need to change institutional
policies governing and promoting e-
commerce from ‘top-down’ to ‘bottom-
up’ (Humphrey et al). Countries
should encourage ‘bottom-up’ initia-
tives that define effective uses of ICTs
and specific forms of B2B e-commerce
in the wider context in which the
firms are trading. Since the configura-
tion of problems facing e-commerce
varies from sector to sector and from
country to country, policy issues
should be assessed from the stand-
point of all stakeholders. There is also
a need to harmonize e-commerce poli-
cies among African countries to facili-
tate smooth transaction within coun-
tries. 

The Need for Strategic
Alliance and Collaboration
Even though the challenges of e-com-
merce are enormous, Africa cannot
stand by and watch as the developed
world reaps the benefits of the digital
economy. It is imperative to devise
strategies that involve alliances and
collaborations between and amongst
continental stakeholders and interna-
tional agencies. Such alliances and
collaborations would enhance e-com-
merce initiatives on the continent and
expedite access to the Global e-com-
merce market. Here are some of the
strategies that could be explored:

I. Regional Collaboration and
Partnerships
African countries should take advan-
tage of already existing regional inter-
governmental structures, ECOWAS,

COMESA, SADC, AU to accelerate the
development of transport and techno-
logical infrastructure and improve
regional and inter-continental connec-
tivity. Such collaborative efforts will
result in cost sharing and ensure com-
patibility of systems that are used for
e-commerce. The following are sug-
gestions of areas where regional col-
laboration is needed:
• Develop regional research networks

among African universities to carry
out research on e-commerce models
suitable for Africa. 

• Expand and improve telecommuni-
cation links between neighboring
countries.

• Improve online payment systems,
currency convertibility and accept-
ability within the region and Africa
wide. The possibility of a common
regional currency should be
looked into. 

• Investment in IT education to 
develop human capital.

• Transparency and good governance.
• Cyber laws for effective 

informational security.

II. The Role of 
Development Agencies
Foreign assistance agencies can help
to create a fund that local business
and policy networks can draw upon.
In addition, these agencies can pro-
vide experienced experts who can
appraise the e-commerce climate,
diagnose problems and make neces-
sary recommendations on how the
obstacles to e-commerce in Africa can
be resolved.
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International cooperation and part-
nerships need to be developed to
assist to improve infrastructure,
human resource development, sup-
port the development of electronic
information sharing. Organisations
such as, ADB, ECA, UNDP and World
Bank to facilitate investment and
resource mobilization for infrastruc-
ture development projects in Africa.

III. Business 
Partnerships and Alliances

African businesses can form strate-
gic partnerships and alliances with
regional and international firms to
learn and share ideas with each other.
The involvement of the business fra-
ternity such as chambers of com-
merce, academics and non-govern-
ment organizations (NGO’s) and gov-
ernment leaders can provide a good
platform for resolving thorny issues in
e-commerce. This can be done
through conferences, symposiums and
seminars. 
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