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Abstract

The emerging agro-processors in South Africa are struggling to participate in the mainstream retail market in the
country although they have potential. This study aimed to outline the challenges faced by the South African Limpopo
Province-based emerging agro-processors. The study was conducted on 16 emerging agro-processors in the form of
in-depth interviews, through which a thorough needs analysis was conducted using an unstructured interview
technique. Concerning the analysis of data, this study conducted content analysis on the data that was collected. This
was then written in the form of a case study. It was found in this study that challenges faced by emerging agro-
processors range from capacity planning, working stations, financial resources, poor logistics, appropriate technology,
and rigid compliance administration. These are proposed to be solved by a think tank that will address technological,
logistical, and financial challenges. It is recommended that the should be a relook into the rigid compliance documents.
A future study will focus on expanding the study to include other provinces so that authors can make a holistic
recommendation about what should be done by emerging agro-processors.
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1. Introduction

South Africa has many agro-processing products, which play a role in ensuring food security, employment, and
contribution to the economy. Data from the 1970s and 1980s show that agro-processing industries have been South
Africa's largest manufacturing sector, accounting for nearly one-third of value-added and employment in the industry,
and in 2018 it made up 2.7 percent of the GDP and 3.2% of the workforce (Chitonge 2021). According to Toyin, et al
(2017) as agro-processing output increases in the sector, unfortunately, it does not increase the output of the
agricultural sectoral employment. This is due to the exclusion of small-scale farmers, to form part of their supply
network as suppliers (Louw 2007). Toyin et al (2017) study concludes that the increase of output in the agricultural
sector is unable to increase employment in the agricultural sector. Besides employment creation according to (Shafi
et al 2022) concerning foreign trade earnings South African agro-processing sector is relatively small when compared
to its counterparts. Its performance globally is affected by the regional trade surplus of manufactured goods, as the
export of the neighbouring countries has been very poor (Black et al 2020).

The emerging agroprocessors who were previously disadvantaged are facing challenges such as access to market skills
development, and lack of acceptable infrastructure and technologies, Manasoe et al., 2021. Financial constraints,
suppliers of higher quality materials, and lack of suitable materials are among other challenges faced by emerging
agro-processors (Mercer 2011). The is a need for creativity, innovation, and teamwork among emerging agro-
processors to be able to tackle the challenges that they face in the sector (Adolph et al 2014).

Problem Statement

The problem this study addresses revolves around the difficulties faced by emerging agro-processors in South Africa.
It seeks to understand the specific challenges hindering their growth and development. Additionally, the study aims
to identify the types of support these agro-processors require to expand and flourish. By focusing on these aspects, the
study's objectives are to not only pinpoint the obstacles these emerging businesses face but also to propose practical
solutions and necessary support mechanisms to enable their growth within the South African agro-processing industry.

1.1 Objectives

Research Questions

This study has the following research questions:

RQ 1: What are the challenges faced by South African emerging agro-processors?

RQ 2: What support do South African emerging agro-processors need for them to grow?

In response to the above research questions, the has the following objectives:

1.2.1. To identify challenges faced by emerging agro-processors in South Africa.

1.2.2. To propose solutions to the challenges faced by emerging agro-processors that are based in South Africa.
1.2.3. To propose relevant support that South African-based emerging processors need for them to grow.

2. Literature Review

Global overview of agro-processing

Agro-processing is a crucial link between agriculture and industry, through transformation of the raw materials into
finished usable products. Techno-economic processes are applied to agricultural, animal, aquacultural, and forestry
products to preserve, handle, and add value for food, feed, fiber, fuel, or industrial raw materials (Kachru 2010). The
agro-processing business is a significant source of employment and revenue worldwide (Owoo and Lambon-Quayefio
2017). One of the reasons why agro-processing industries have the potential is that are labor-intensive, which is an
important factor in job creation; another reason is that agro-processing industries are thought to have the potential to
promote the growth of small and medium enterprises, leading to contribution to the country's economic and social
transformation (Chitonge 2021). Africa has the biggest proportion of employment in the agro-processing industries
despite the absence of country-level data on employment in the industry (Owoo and Lambon-Quayefio 2017).
Thindisa (2014) explains that South Africa faces various economic and social issues, with unemployment, poverty,
and inequality ranking among the most significant. Emerging agro-processors can be able to contribute positively
toward the eradication of poverty and creation of employment. According to Kant (1989), the global food processing
industry is the key agricultural sector capable of creating opportunities for economic growth and employment. The
agro-processing chain is relevant to both global and local agro-processing industries (Caiazza and Volpe 2012). The
South African government acknowledges the agro-processing sub-sectors importance in its development agenda, but
its foreign trade earnings contribution is lower than its potential in developed countries (Shafi et al 2022).
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South African overview of agro-processing

Since 1994, South African policy reforms have been implemented across various sectors, but indigenous communities
still face significant disempowerment due to ruminants of past colonial policies, as governments struggle to change
the inherited economic structure (Manasoe et al 2021). South Africa's post-apartheid economy is plagued by high
levels of unemployment, poverty, and inequality (Makgetla 2004) and (Thindisa 2014). Particularly impacted by price
distortions and limited inclusivity in agricultural sectors (Hérault and Thurlow 2009; Greyling et al 2015). The sector's
transformation has been limited even with successful marketing and trade policy reform, (Greyling et al 2015). This
is due to South Africa’s underperformance economy, starting from 2010, per capita earnings decreased and increased
unemployment, (Gumede 2021). According to Altman (2003) and Mahadea (2010) historical and structural factors,
such as apartheid-era policies and the inability of the formal sector to generate sufficient employment are among the
challenges faced by South Africa. The post-apartheid labour market institutions have not effectively adjusted the
labour market or reduced inequality, despite their role in worsening aggregate inequality and dampening poverty
reduction impacts (Leibbrandt et al 2010). Small and medium enterprises are among the solutions that can eradicate
poverty and create employment opportunities Geremewe (2018).

South Africa's agro-processing industry has made substantial economic contributions, especially concerning
manufacturing output and employment (Chitonge 2021). Multiple multiplier effects are produced by the agro-
processing subsector of the manufacturing industry, one of which is the expansion of industrialization in rural areas
(Shafi et al 2022). Nonetheless, certain industries have experienced a decline in value-added, investment, and
employment, preventing the sector from reaching its maximum potential (Chitonge 2021). Despite the challenges of
trade balance and unemployment in 2021, the agro-processing industry's growth and rebound impacted the South
African economy positively for its contribution to sales revenue, sectoral growth, and production (DALRRD 2021).
Insufficient proportions of foreign value-added products are exported by South Africa (Shafi et al., 2022). As a result,
the country's agro-processing trade performance has been less than ideal. Toyin et al (2017) found that the agricultural
sector's output has not substantially increased employment. The importation of agro-processing equipment poses
challenges for the region (Chigumira 2019). According to Bohringer (2001) Kwesiga et al (2003) and Zerihun et al
(2014) the adoption of agroforestry technologies has the potential to improve livelihoods and address environmental
issues concurrently. Twalo (2021) mentions that in South Africa, agro-processing has the potential to create
employment and eradicate poverty.

Challenges Faced by Emerging Agro-processors

In South Africa, emerging agro-processors faced several challenges such as securing land title deeds, inadequate
technical and financial skills, and lack of credit access (Chikozho et al 2020). High transactional costs, lack of
transportation and marketing skills, and poor physical infrastructure are among the challenges exacerbated in the
sector, (Khapayi and Cilliers 2026). Further to that (Chitonge 2021) indicates that even though agro-processing is
labour intensive South Africa is experiencing declining value-added, investment, and employment levels (Chitonge
2021). People who benefit from land reform, especially those who grow grains, are slowed down by population
growth, a lack of skills and training, and a lack of resources (Claassen et al 2014). It was frequently observed that food
processing operations required a great deal of labour and time, leading to inadequate yields and unfavourable economic
returns (Mercer 2011). The government is playing a crucial role in supporting emerging agro-processors by providing
training and workshops while addressing other challenges through recommendations on policy changes (Chikozo 2020
and Khapayi 2015).

The government's support for smallholder farmers has been costly and ineffective, with a need for a strategic choice
between supporting a few selected farmers to become large-scale commercial farmers or supporting a large number
to become sustainable commercial smallholders (Aliber & Hall 2012). The Land Bank customers among emerging
farmers lack capacity, skills, finance, and infrastructure (Mmbengwa 2010). Bridging the gap between emerging
farmers and formal markets is crucial, with a need for sustainable marketing linkages (Bediako et al 2008). The agro-
processing sub-sector of manufacturing industries has a decreasing trend in each specific period (Shafi et al 2022).
Agro-processing is one of the growth paths to help the region reindustrialize (Chigumira 2019).

3. Methods

The following are the characteristics of contracting a case study approach as mentioned by Khan (2014) the suitability
of case studies for analyzing strategy as practice phenomena, as it allows for in-depth exploration of unique
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organizational phenomena. The case study approach allows exploring of organizational unique phenomena in
depth (Irani et al 1999) (Table 1).

Table 1: Case Study Characteristics

Case Study Characteristics

Focus Creating a detailed description and analysis of one or more cases

Problems best suited for | Providing a comprehensive analysis of a case or cases

design

Background discipline Drawing from a specific discipline

Unit of analysis on observing an event, program, or activity that includes more than one person.

Data Form Using a variety of sources, including interviews, observations, records, and
artifacts,

Data strategy Analyzing data by describing the case and its themes in addition to cross-case
topics

Written report Detailed case analysis

Participants in the study

The study was conducted on 16 emerging agro-processors who are currently based in Limpopo Province of South
Africa. These emerging agro-processors are part of the association called Limpopo emerging agro-processors. It was
easy to manage the interviews as well as do ingredient observation in their businesses as it was easy to locate the
business due to the availability of the database. It was also possible to use archival reports through online magazines
and newspapers that are based on some of the businesses, as well as going through participants' (businesses) social
media business pages.

4. Data Collection

Data was collected from the 16 agro-processors in the form of interviews and 6 business cases were developed to give
the business context as well as the opportunities and challenges the businesses have encountered. Participating agro-
processors were interviewed virtually regarding their businesses to get a general understanding of the state of their
businesses. The responses given by each agro-processor, the answers were then developed into business cases that
were later used as one of the elements contributing to the case of this study.

Data analysis

Data was analysed manually following the thematic analysis. Authors read the entire data set to be familiar with
archival records such as newspapers, magazines blog information, and social media business pages, as well as the
transcripts of the interview questions. After familiarisation with data, coding started based on the research questions,
themes, and patterns developed, which led to the development of the case study topic that is found in section 3. The
thematic analysis led to the finding and discussion of the study based on the state of Limpopo's emerging agro-
processors, opportunities, and challenges.

5. Case Studies

The case is based on the 16 emerging agro-processors from Limpopo Province of South Africa, selling variant
products. The products range from dairy to snacks, operating in an industry were in dominated by well-established
businesses that have been operational for many years. The businesses that have the customer loyalty of many have.
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Being an emerging business with a lack of funds in this situation can be very challenging. The case study covers the
challenges that are faced by these emerging agro-processors on the daily journey of their businesses. The struggles
such as capacity constraints, non-complaint, lack of market access, and finances which are the main hindrances to
their businesses, make it difficult to penetrate the very competitive market.

Business Landscape and Compliance Challenges

The agro-processing sector offers a wealth of opportunities, most of these processors are farming their ingredients,
also sourcing nearer to the village. Not only do these businesses provide opportunities to agro-processors, but also the
small-scale farmers around their villages. Klaas Selema is among the emerging agro-processors in a small village
outside Polokwane, he produces chili sauces branded Klasy28. Mr Selema grows his pepper and also buys some of
the chilies from the small-scale farmers in the village. The challenges faced by these businesses include meeting the
standard requirements to enter the informal market. Many of these businesses as mentioned earlier are operating from
home. Certifications such as Occupational Health and Safety, and SABS (South African Bureau of Standards) are
difficult for all of the 16 emerging agro-processors to meet.

Capacity Constraints and Market Access

To secure a market, the agro-processing business needs to meet its capacity. Kgaros Kgarose the company holding
Pota yoga brands, which sells sweet potato Yoghurt and Juice was approached by one of the well-established retailers
to supply them with at least 20,000 units of yogurts per day, at the time, the company was only able to produce 350
units per day with a theoretical capacity of 1000 units per day. The business missed the opportunity due to not meeting
the required capacity. These businesses are mainly operating in the local informal market, with two agro-processors
one selling ginger juice, while the other sells mayonnaise both have targeted the informal market surrounding their
areas especially events such as weddings and funerals. Maisha Raphele is also among the agro-processor businesses
that are finding it difficult to meet the capacity required by the formal market. Maisha is a primary farmer who grows
chickens and later slaughters them for resale. His business was once approached by a butchery in the nearest town.
The company needed 5000 chickens per week and in this case, Maisha was able to produce at least 1500 chickens
every two weeks, based on that, Maisha missed the opportunity.

Innovation and Adaptation

Even though the sector is faced with several challenges, these entrepreneurs are striving to come up with new ways to
expand their businesses. Ngwakoane Seleka is the owner of the ginger Juice, which is branded La’Sweet Gemmer,
concentrating her business on the informal market, she is also baking cakes and scones which she is also selling
together with the juice. On the other side, Maisha Raphela is turning the chicken waste into cattle feed turning the
potential waste into profit. The emerging agro-processors are doing their best to ensure that they stay in business
despite many challenges faced by their businesses. Such examples showcase the creativity of the agro-processors
which will lead to sustainability and inclusive growth in the sector.

Challenges of Seed Funding and Financial Support

50 percent of the 16 emerging agro-processors received funding from various organisations both public and private,
this was mainly capital to kick start their businesses. The main challenge is that the funding received is not adequate
for the agro-processors to compete in the market. On an individual basis, each agro processor requires a couple of
million to be fully operational, the funds provided even if is for the second round are all less than a million. The agro-
processors, do not qualify to can get a loan from banks because their businesses are not viable to can secure a loan.
Several governmental agencies do fund such businesses adequately, the 16 agro-processors did apply in such
organisation but the challenge is the requirement, as most of the compliances which these agencies require the agro-
processors in most cases do not have such compliance for example the SABS certificate. The emerging agro-
processors are not giving up, keep on applying for such funds as well as looking for other alternatives. So far
government has been helpful with non-financial support where they provide the agro-processors with training,
sponsoring their expo, and all other useful activities for which the government takes care of the payment. The 16
emerging agro-processors from Limpopo have also formed an association, where they always conduct the needs
analysis and communicate with relevant stakeholder, to support them, especially on training, traveling support if the
workshops are outside the province and in the expos where they promote their products.

Conclusion
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This case study reveals what 16 agro-processors that are based in Limpopo province in South Africa are facing. The
challenges they faced as emerging agro-processors range from compliance such as occupational health and safety,
SABS certificate, funding for seed and growth purposes, and not having sufficient capacity to produce in large
quantities to meet the expected units/quantities of large retail outlets. This then makes it difficult for them to supply
to the big retail chain. However, there is potential for these agro-processors.

5. Results and Discussion

In this chapter, findings, and discussions of the study are made. Through a thorough thematic analysis that was
conducted. This study found the following key issues that were prevalent in the enterprises under study and were
responding to the following research questions:

RQ 1: What are the challenges faced by South African emerging agro-processors?

A fundamental challenge is the lack of finance and appropriate equipment, which hinders the development and growth
of the emerging agro-process. Required machinery and space are very costly for these businesses resulting in
ineffectively running their operations or manufacturing of products. Leading to a loss of potential market which
requires a large quantity of produce. Sole proprietors or administration become one of the challenges that these
emerging agro-processors are faced with, ensuring the good filling of documents, records of orders, compliant
documents, and other important administration activities. Most of the emerging agro-processors in the study operate
from home, which hinders them from getting the required certification of a compliant working space, this further
affects their opportunities to be considered as a viable business that can produce safe food. The businesses do not meet
the capacity required to supply well-established formal markets, but due to the types of space used, they are unable to
measure both their theoretical and actual production capacity.

Lack of credibility and market access are among Another significant hurdle is the lack of market access and credibility.
Compliance requirements, including the need for nutrition information and the ability to meet required production
capacities, pose serious barriers. The formal market demands consistent delivery of certain quantities of products, a
requirement that these emerging agro-processors often struggle to meet due to their limited production capabilities.

Marketing skills are among other challenges which are faced by emerging agro-processors. In some cases, they are
not promoting their business to the full potential which can lead to the potential growth of the business. In the cases
where supermarkets have accepted their products, it becomes their responsibility to promote the products so customers
can know that the products are in that specific store.

RQ 2: What support do South African emerging agro-processors need for them to grow?

Institutions in South Africa are mandated on key issues when it comes to socio-economic challenges, which are
enterprise development and job creation. Emerging agro-processors stand for both job creation and enterprise
development. Institutions supporting enterprise development are indirectly creating jobs. But to fully assist the
emerging agro-processors is to understand the environment of this sector and also soften the procedures of entering
the markets. It is questionable how retailers who contract suppliers by quantity requirements, are then assisting the
emerging agro-processors to Meet the market. Government agencies need to revisit their strategies for growing the
agro-processing sector. Currently, some abbots are government-owned, which abbots their capacities cannot be met
by the emerging agro-processors. The abbots are underutilized due to capacity constraints faced by small-scale poultry
producers.

Supplier development programmes by the retailers will assist the agro-processors, this also means designing the
compliance requirements in a way that can be met by the emerging agro-processors.
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Adequate capital funding but under strict administration because the emerging agro-processors are likely to give up
due to struggles of keeping up with demand and supply. Inadequate funding goes to waste when the agro-processors
give up on their businesses due to several challenges relating to capacity, resources, and others.

6. Proposed Improvements

There are several challenges that the South African emerging agro-processors face. Challenges range from capacity
planning, working stations, financial resources, poor logistics, appropriate technology, and rigid compliance
administration. These challenges should be solved in the following way:

As it has been alluded to in this study agro-processors contribute extensively both in the economy and livelihoods of
those who benefit from them. Furthermore, they can even contribute much better by helping eradicate unemployment
in the country provided they get better support from the relevant organisations (organs). Financial institutions should
make funding available to agro-processors as this sector contributes to dealing with malnutrition, Sustainable
Development Goal 1 (Zero Hunger), and Sustainable Development Goal 8 (Economic Growth). Funding will help get
better working stations where they can produce in large quantities to meet the demand of the bigger retail chains.
Additionally, the poor logistic processes and systems can be addressed by collaboration with reputable supply chain
and logistics companies that are willing to support small businesses. The supply chain and logistics firms can then do
deliveries on behalf of emerging agro-processors. This is a double-edged sword; it will ultimately contribute to job
creation and will increase in tax base for the country. This is a much-needed solution as the money can be used to
address other government activities.

Agro-processors are struggling to comply with the government regulations about their sector. This serves as a
hindrance to emerging agro-processors. These regulations leave agro-processors sitting with food on their shelves but
struggling to sell, some are even restricted from applying for funding to be able to grow their enterprises. These
regulations should be revisited by policymakers and be adjusted to suit the needs of emerging agro-processors.

Concerning agro-processors using appropriate technology requires the involvement of technology
specialists/developers/experts, agro-processors, academia, and policymakers to form a think tank where they will
discuss and develop technologies that will be relevant to agro-processors. Academia can be the custodian of the think
tank so that they can facilitate the progress of this. In addition, academics will contribute immensely by researching
these technologies. Brainstorming about these technologies with all the relevant stakeholders and making funding
available to investors and the government will make this project a reality. The think tank can also be used to address
logistical and financial challenges.

Emerging agro-processors can leverage, a cooperative business model, in the case where they operate as private
companies, they can come together to form a primary cooperative which will be for the accumulation of shared
resources. The capacity constraints, and noncompliant due to suitable working space are among some of the challenges
which are faced by these emerging agro-processors, coming together, they can save up for the shared resources, and
even in the case of funding, it will be reasonable to assist the emerging agro-processors in groups rather than on
individual capacity. Understanding of cooperative movement will be a very crucial step, as formal financial institutes
do not borrow money from cooperative enterprises. Cooperation among cooperatives will be one of the principles for
emerging agro-processors to understand and practice, in a way that can be reliant on other cooperatives or can form
other cooperatives which will support their main goals which is to make a profit.

7. Conclusion

This study was conducted in South Africa in the province of Limpopo. The purpose of the study was to write a case
study that explores the challenges faced by agro-processors and proposes solutions to the identified and explored
challenges. The research questions and objectives were met in this study through a detailed case study. The case study
was written after engagements with 16 emerging agro-processors that participated in the study. These agro-processors
are part of the training they receive from the University. They are treated as a research project and community
engagement projects. The emerging agro-processors that participated in the study are limited to the food industry
except for one agro-processor who is making shoes using leather and belts. This was purely by the fact that this was
the only one that was part of the research project and was willing to be part of the broader study and training. Based
on the researchers’ knowledge the is no paper that is written in Limpopo Province and written in the form of a case
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study. Challenges that have been identified and explored range from capacity planning, working stations, financial
resources, poor logistics, appropriate technology, and rigid compliance administration. Opportunities for the identified
are a think tank that will address technological, logistical, and financial challenges. It is recommended that the should
be a relook into the rigid compliance documents. A future study will focus on expanding the study to include other
provinces so that authors can make a holistic recommendation about what should be done by emerging agro-
processors.
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