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Over the past two decades, Africa has witnessed 
record economic growth, and is currently 
experiencing its longest period of sustained 
economic growth since the 1960s. Not only has 
economic growth accelerated, it has also spread 
geographically across the continent. For example, 
in 2015, Africa’s real gross domestic product (GDP) 
grew by 3.5 per cent, coming in above the global 
average of 3.1 per cent. And presently, Africa is 
expected to record GDP growth of 4.1 per cent in 
2018, according to the African Development Bank 
(AfDB)1.

Growth in GDP coupled with rising per capita 
income, higher urbanization and population growth 
is fuelling demand for high-value, processed 
products in Africa.  While the continent possesses 
some production capacity, the region is still 
heavily reliant on imports to supplement domestic 
demand.  Data from the AfDB shows that the 
continent spends US$35 billion a year importing 
food.  The net food import  bill is expected to be 
over US$110bn by 2025.

The status of being a net food importer is a 
paradox when Africa has comparative advantages 
in agriculture but remains uncompetitive.  The 
continent has more than half of the world’s arable, 
uncultivated land but is only responsible for 10 per 
cent of the world’s agricultural produce.  Its vast 
savannas are the world’s largest agriculture frontier, 
estimated at 400 million hectares but only a fraction 
of this is cultivated.  Despite its advantageous 
agricultural landscape, Africa struggles to translate 
these advantages into economic transformation. 
The problem is multifaceted. For one, arable land 
for large scale farming is difficult to acquire, and 
even when available, has insufficient legal rights 
of ownership. Poor infrastructure, especially in 
roads and electricity, renders agribusinesses 
unprofitable, and thus uncompetitive. Additionally, 
limited technological absorption rate of many 
1	 African Economic Outlook 2018, African Development Bank

African economies continues to hamper the 
development of agriculture. 

The agricultural sector is currently based primarily 
on traditional smallholder farmers producing 
food and forestry products items for subsistent 
consumption and local consumption through 
traditional markets, or for exports in unprocessed 
products.  The reliance of the continent on exports 
of raw commodities exposes it to the high variability 
and instability of global commodity prices. Such 
external commodity price shocks have continued 
to negatively affect the economies, creating 
domestic fiscal deficits and balance of payment 
deficits that have always led to decline in public 
expenditures, inflation and currency devaluations.

Past government initiatives geared towards agro-
processing have not been properly coordinated 
and most agricultural policies were drafted 
independently of industrial policies.  As a result, 
agriculture remained a sector for addressing food 
security because no real incentives were placed 
to connect it with the manufacturing sector.  
With the slump in natural-resource commodity 
prices, African governments have again fixed their 
attention on the agriculture sector as a sustainable 
source of economic diversification and foreign 
exchange earnings.  At the continental level, 
the New Partnership for Africa’s Development 
(NEPAD) has been instrumental in bringing up 
value addition in agriculture on the regional and 
national policy agenda in the Comprehensive Africa 
Agriculture Development Programme (CAADP) 
framework.  The AfDB’s Feed Africa Strategy 
aims to turn Africa into a net food exporter and 
moving the continent to the top of the global value 
chains.  At the Regional Economic Community 
and national levels, many policies favourable to 
agricultural development have been formulated. 
Several countries have taken a proactive role in 
attracting private sector agribusiness investments 

INTRODUCTION
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by offering various incentives geared to the sector, 
such as tax holidays within the first few years of 
an agribusiness establishment and zero duty on 
agricultural machinery. 

Developing regional value chains for strategic 
agricultural commodities is essential for 
African countries to enhance their agricultural 
transformation and global competitiveness.  
Projections by the World Bank suggest indeed 
that African agribusiness is expected to develop 
into a US$1 trillion industry by 2030, offering 
opportunities to potential investors (World Bank, 
2016)

Considering most of food imported into Africa can 
be produced in Africa at a lower cost, with small 
increases in productivity, storage, and distribution, 
it becomes clear that agriculture is a vastly 
untapped investment opportunity that is set to 
be a major growth driver over the next few years, 
surpassing the extractive industry.  The changing 
consumption patterns in industrialized countries 
and other developing countries, particularly 
pertaining to increased demand for processed 
foods, are expected to create opportunities for 
farmers and agribusiness entrepreneurs in Africa 
through higher-value exports and agro-industries 
development. Furthermore, investor country 
factors such as the need to secure long-term food 
security play a major role in driving investments in 
agriculture and related activities, while increased 
globalization has led to increased competition, 
resulting in some investors seeking alternative 
markets.  This will give an impetus to agricultural 
investment drive in Africa.
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According to a study by the African Union (2013), 

about 530 million people are involved in the 

agricultural sector in Africa.  Importantly, agriculture 

in Africa currently employs 65–70 per cent of the 

African workforce, supports the livelihoods of 90 

per cent of Africa’s population, and accounts for 

about a quarter of the continent’s GDP (OECD 

and FAO, 2016; World Bank, 2016) (see figure 1).  

Hence, the importance of the agricultural sector 

is such that agricultural growth in sub-Saharan 

Africa is more effective in reducing poverty than 

growth in non-agricultural sectors. Christiaensen 

and Demery (2007) found, for instance, that 

overall, Africa’s GDP growth originating from 

agriculture was respectively 2.7 and 2 times 

more effective in reducing poverty in the poorest 

quarter and in the richest quarter of African 

countries, respectively. Therefore, the importance 

of agriculture in Africa’s economy cannot be 

stressed enough and improving the quality and 

standards of life of Africans will ultimately involve 

significantly enhancing and improving agricultural 

performance.

Considering the above, Africa’s agricultural sector 

still performs poorly, and its enormous potential 

Source: World Bank database (2018)

Figure 1: Agriculture as a share of employment and GDP (2017)

remains untapped. The continent still lags other 

regions of the world in terms of productivity, 

agricultural mechanization, advisory and extension 

services, as well as access to credit and financial 

markets. Moreover, recent improvements in the 

sector, in terms of adoption of modern inputs 

(such as fertilizer, improved seeds, and pesticides), 

agricultural mechanization, or access to advisory 

services, have been insufficient to harness the 

continent’s huge agricultural potential and trigger 

significant poverty reduction. Consequently, 

Africa remains the world’s most food-insecure 

region. Despite the continent’s endowments 

with abundant arable land (200 million hectares, 

close to half of the world’s availability) and vast 

water resources (17 rivers with catchments areas 

greater than 100,000kms squared, and more than 

160 lakes larger than 27kms squared), Africa’s 

agricultural sector is unable to supply enough 

food to the continent. 

In view of the foregoing, there is broad consensus 

among stakeholders on the continent regarding 

the need to transform Africa’s agriculture sector, 

to accelerate the continent’s economic prospects, 

through both human development and commercial 

opportunities.

2	 THE IMPORTANCE OF AGRICULTURE TO AFRICA
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It is increasingly recognised that the exploitation 

of agro-processing entrepreneurial opportunities 

has the potential to enhance the competitive 

advantage of agribusinesses. The agro-processing 

industry is typically a subset of the manufacturing 

sector that processes/transforms raw agricultural 

commodities into intermediate products (FAO). 

Theoretical and empirical studies have inferred 

several benefits of integrating the primary 

agriculture and agro-processing industries, these 

include, inter alia, local economic growth and 

development via backward and forward linkages 

through providing opportunities for earning income 

in food production, processing, distribution, 

retailing and thus job creation encouraged by 

increased productivity from lower transaction cost 

(Thindisa and Urban, 2018). 

Agricultural production undergoes varied degrees 

of transformation/processing between harvesting 

and final consumption. There are typically two 

stages of processing which can be applied to 

agricultural commodities, as illustrated in figure 2 

below. The initial stage of processing is classified 

as Primary processing: This stage involves the 

conversion of inedible raw products through a 

range of processes such as washing, peeling, 

chopping, ageing, slaughtering and milling for 

consumers or used in manufacturing of other 

food products. Within this stage the agricultural 

product undergoes minimal transformation. The 

subsequent stage of processing is classified as 

Secondary processing: This type of processing 

involves the conversion of primary processed 

products into edible food products and includes 

procedures such as mixing, depositing, layering, 

extruding, drying, fortifying, fermentation, 

pasteurisation, clarification, heating, etc.

 

(Agricultural Research Council, 2015). Tertiary/

further processing leads to a high value-added 

commercially prepared ready-to eat food like 

bakery products, instant foods (Hitzmann, 2017). 

3.	 DEFINING AGRO-PROCESSING 

Input 
equipment

Grain processing Cleaning

Fruits and 
vegetables

Cleaning/
washing

Sawmill

Sorting/
Grading

Evisceration

Conditioning

Pulp &  
timber 

Chemical 
treatment 

Cutting/
deboning

Drying/
cooling

Paper

Flavouring

Mixing/
Grinding/
Blending

Milling/ 
grinding

Panels

Preservation

Flavouring

Fermentation

Hardboard

Packaging, 
sealing & 
labelling

Case 
packaging

Packaging 
and labelling

Furniture

Meat, Poultry  
and seafood

Slaughtering

Forestry

Production 
machinery

Primary processing Secondary processing Further processing

Storage 
equipment

Processing 
equipment

Packaging 
equipment

Logistics and 
retail 

Farming equipment Processing equipment Logistics

Figure 2: Broad value chain and processing sub-sectors

Source: Mckinsey and Company: Food Processing and Handling (2018)
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The various forms of value-addition provide 

opportunities for the private sector to expand 

their commercial activities and access higher-

value markets, either for domestic consumers 

or exports.  For example, over 80 per cent of 

value in the global agricultural industry is in value-

added components such as sorting, cleaning 

and packaging fruits and vegetables (see figure 3 

below)1.

Figure 3: Per centage value added shares in 

the global agricultural value chain

Source: World Bank 2018

In Africa little attention has been paid to the value 

chain through which agricultural commodities 

and products reach final consumers.  Large parts 

of production are simply not exploited due to a 

lack of infrastructure for commercialisation and 

processing. This neglect results in enormous 

potential losses of value addition and economic 

spin-offs.  For example, Africa accounts for 75 

per cent of the world’s cocoa production, with 65 

per cent of this being produced in Cote d’Ivoire 

and Ghana, but the continent receives only 2 per 

cent of the US$100 billion annual revenues from 

chocolates globally. The reason is because Africa 

exports just raw cocoa beans. This pattern is the 

same for other commodities in which Africa is a 

major producer.

Figure 4 shows that Africa lags other regions in 

terms value added in the Agriculture, Forestry and 

Fisheries. According to FAO data, Nigeria records 

the highest value added followed by Egypt and 

Sudan.

1
	� https://ewn.co.za/2017/01/25/doing-business-in-africa-four-things-

you-should-know-about-from-one-of-the-region-s-most-successful

Figure 4: Average Agriculture, Fishery and 

Forestry, Value added to GDP (2012 – 2016)

North 
America

South 
America

Africa

Europe Asia

Oceania

Source: FAO stat (2018)

The level of agro-processing at rural level in Africa 

is in most cases non-existent or basic at best, 

and as a consequence of a low level of agro-

processing capacity, African countries face huge 

post-harvest losses. For example perishable agro-

commodities such as fruits and vegetables, post-

harvest losses average 35-50 per cent of total 

attainable production, meanwhile for grains, losses 

vary between 15 to 25 per cent. Consequently, 

the continent continues to import large quantities 

of processed agricultural products that may be 

produced within Africa.  

Despite this, several countries have taken initiatives 

to boost their value addition efforts.  For example, 

in Kenya the export value of fresh vegetables grew 

by approximately 250 per cent after the country 

stopped simply exporting raw material and 

started incorporating value-added activities such 

as cleaning, packaging and freezing products. 

And Tanzania started out with cotton ginning 

operations for export, invested in cotton spinning 

and weaving factories and ultimately launched 

a garment factory which manufactures school 

uniforms, T-shirts and several cotton-apparel by-

products.
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4.1 DRIVERS GIVING NEED TO AGRO-
PROCESSING INVESTMENT IN AFRICA

4.1.1 Growing Population and Rising Incomes 
It is a well-known fact that Africa’s population 

growth is higher than the average growth rate of 

other parts of the world.  The population of Africa is 

estimated to be over 1 billion and the United Nation 

Department of Economic and Social Development 

(UNDESA) expects the population to grow to 1.5 

and 2 billion by 2030 and 2050 respectively. The 

burgeoning population are expected to arise in 

Nigeria, Ethiopia, Egypt, Democratic Republic of 

Congo, Tanzania and Uganda (UNDESA, 2015).  

The increase in population is associated with rising 

domestic consumption. Strong economic growth 

in the past two decades has helped reduce poverty 

and has increased the size of the middle class. 

Consumer spending accounts for some 60% of 

GDP in Africa and is a major contributor to overall 

demand growth (World Bank, 2013).  According to 

the AfDB, the number of middle-class consumers 

in Africa has expanded by more than 60% to 313 

million over the past decade (AfDB, 2011).

The population growth and a growing middle 

class are leading to rapidly rising net food imports, 

which are expected to grow from US$35bn in 

2018 to over US$110bn by 2025.  These rising 

imports are indicative of a broader opportunity to 

transform agriculture construed as a business. 

The scale of imports demonstrate that demand 

exists, if a vibrant private agribusiness sector in 

Africa can be stimulated to service it. These food 

imports represent a diverse set of markets, both in 

key commodities as well as processed goods and 

associated industries worth more than US$100bn 

in revenue per annum.

4.1.2	 Rising Urbanization and Shift in 
Labour Force to Non-Farm Employment
Africa has experienced the largest rates of 

urbanisation in the world, although it still has the 

largest share of rural population in the world. 

Migration to urban-hubs/cities in Africa has 

increased by an average of 10.1 per cent y/y 

over the past decade.  A drive to urban areas 

is attributed to migration of people (especially 

the youth) who seek better opportunities which 

are mostly available in the cities. This move 

also highlights the challenges of rural economic 

development and transformation.

Currently, many youths do not perceive agriculture 

as a lucrative and well-paying sector as compared 

to other sectors. Thus, there is a need to encourage 

the youth to actively participate in the sector.

4.1.3	 Changing Tastes and Preferences 
Because of population increase and urbanization, 

new consumption pattern will emerge, there will be 

a sharp shift in diets beyond grains into no-grain 

foods, such as dairy, fish, meat, vegetables, fruits 

and tuber and heavily into processed foods (IFAD, 

2016). This implies increase in diversification of 

agricultural commodities and value chain activities 

that will move away from staple food to more 

horticultural and animal industry products.  This 

will entail new investments in the food supply chain 

which spans retail, whole sales, first and second 

processing, packaging branding and logistics.

4.1.4	 Food Quality and Safety 
There is an increasing trend in the agribusiness 

world that food produced for human consumption 

must be of quality and should as well be safe. 

However, due to different agricultural output 

market segments all agribusiness segments 

have their own standards and requirements that 

prescribe their own food quality and safety. Inability 

to meet market standards and requirements by 

all categories of farmers means exclusion from 

the markets. These actions by the agribusiness 

industries require significant investment in farms 

certification. Most smallholder farmers in Africa 

4.  CONTEXT TO AFRICA’S AGRO-PROCESSING POTENTIAL
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have limited information and resources on how to 

meet food safety and quality standards, as well 

as on specifications of the formal markets, as 

compared to commercial farmers. The challenge 

with certification is costs of establishment and 

maintenance (in terms of its monitoring and 

seasonal inspection of farms), hence many 

smallholder farmers in Africa might be excluded 

from the global markets.

4.1.5	 Mechanisation
Agricultural mechanization is also an imperative to 

transition from subsistence-oriented production to 

agribusiness.  Experience from other regions of the 

world, especially Asia and Latin America, shows 

that investments in agricultural mechanization 

have been key to enabling farmers to intensify 

their production, enhance their efficiency, and 

improve their productivity and quality of life.  The 

rapid expansion of agricultural machinery use has 

helped many countries in Asia and Latin America 

transform their agricultural sector, originally 

subsistence-oriented, into a progressively 

commercial and internationally competitive 

industry. In that regard, Africa is still performing 

poorly. In fact, the rate of agricultural mechanization 

is dismally low, at around 13 tractors per 100 km2 

of land, compared with the global average of 200 

tractors (World Bank, 2016). Between 1961 and 

2000, the number of tractors utilised by African 

farmers grew by only 28%, compared with 470% 

in Latin America and the Caribbean and 500% in 

Asia (FAO, 2008). If Africa wants to be food self-

sufficient, export its food surplus, and keep up 

with the future nutritional needs of its burgeoning 

urban population, drastic increases in agricultural 

mechanization rates are of utmost importance.

One of the main reasons for the disappointingly 

low rate of agricultural mechanization in Africa 

is the fragmented approach to mechanization 

adopted by African governments. In most 

cases, no serious and forward-looking planning 

for sustainable mechanization has taken place 

and where agricultural mechanization strategies 

have been formulated, they have only remained 

on the shelves and never come to fruition. This 

is also compounded by the lack of coordination 

within and between government agencies and 

their recurrent competition with private-sector 

initiatives. Consequently, the mechanization gap 

keeps widening on the continent: current statistics 

indicate that there are about 470,000 tractors in 

Africa, while 3.5 million are needed to put Africa 

on par with other regions of the world.

  

4.1.6	 The Fourth Industrial Revolution
Technology is changing the way farmers manage 

farmland and farm animals – such as the use 

of satellite driven geo-positioning systems and 

sensors that detect nutrients and water in soil. 

This technology is enabling tractors, harvesters 

and planters to make decisions about what 

to plant, when to fertilise, and how much to 

irrigate. For example, a Japanese robot farming 

company, SPREAD, has introduced agricultural 

robots to perform tasks ranging from planting 

and watering, to harvesting and sorting lettuce 

at its indoor automated farms.1 Botch’s Deepfield 

Robotics has developed weeding and crop 

maintenance prototypes. These machines navigate 

autonomously through a field of crops using 

video, LiDAR and satellite GPS to identify weeds 

before removing them.2 In recent years, farmers 

have also adopted the use of drones to capture 

aerial photographs to collect more detailed data, 

enhancing their capabilities for monitoring crop 

health, assessing soil quality and planning planting 

locations to optimize resources and land use. 

New technologies and solutions are disrupting 

not only the production side of the value chain 

but also food packaging. The Israeli packaging 

company, TIPA is developing an advanced flexible 

plastic packaging that fits seamlessly into current 

food manufacturing processes, offers consumers 

and brands the same durability and shelf life they 

have come to expect of ordinary plastics, but that 

can return to nature after it has been used.

1	� https://www.forbes.com/sites/prossermarc/2016/05/16japa-
nese-robot-farm-company-going-big-and-looking-at-new-vegeta-
bles/#79829e7c3199

2	� https://www.bosch-presse.de/pressportal/de/en/intelligence-
for-the-fields-bosch-robot-gets-rid-of-weeds-automatical-
ly-and-without-herbicides-43044.html



18

Trade and Investment Opportunities in Africa • The Agro Processing Sector 

The growing subscription and connectivity 

through mobile phones have also made a distinct 

impact on the agricultural sector.   These provide 

real-time market prices of crops, instant weather 

information, and easy to access micro-insurance 

and financing, helping small-scale farmers 

increase their yields and skills.  At the forefront 

of this innovation is Kenya, with the innovation 

of M-Farm, a web platform that provides 14 000 

registered farmers the opportunity to buy and 

sell their crops, seeds, fertilizers and such inputs 

together.  Farmers earn more for their crops 

and bulk buyers and sellers save in the reduced 

number of farms visited.

The lack of investments in production enhancing 

technologies has led to a weak, often non-existent 

agricultural machinery industry in most African 

countries. Though few farm tool and machinery 

factories have been established in Africa, 

essentially in Southern Africa, efforts in other parts 

of the continent have not survived competition 

from cheap imports of tools from countries such 

as China and India. The economic cost of such a 

poorly developed agricultural machinery industry 

is sizeable: it is estimated that this market is worth 

US$1.5 billion per annum, but less than 10 per 

cent is supplied by African producers.

4.2 AGRO-PROCESSING INDUSTRY 
CONSTRAINTS IN AFRICA

Despite its advantageous agricultural landscape, 

Africa struggles to translate these advantages 

into economic transformation. The challenges 

are multifaceted. For one, arable land for large 

scale farming is difficult to acquire, and even 

when available, has insufficient legal rights of 

ownership. Poor infrastructure, especially modern 

agriculture equipment and supporting roads and 

electricity, renders agribusinesses unprofitable, 

and thus uncompetitive. Additionally, the lack of 

technologies to adapt to climate change dynamics 

is a key challenge for African farmers.

The below constraints summarise most of the 

issues that prevail across the continent:

4.2.1	 Climate change 
Climate change refers to the increasing average 

surface temperatures on Earth (Anon, 2016). 

Excessive temperatures which came through the 

phenomenon of El-Nino leading to less rainfall and 

ultimately to drought. Africa is regarded as one of 

the most vulnerable continents to climate change 

in the world. Climate change can lead to loss of 

many plants due to lack of rainfall and water for 

irrigation purpose; in addition, animals will also not 

survive as there will be no grass for grazing. The 

situation is exacerbated by Africa’s poor state of 

economic development and low adaptive capacity. 

The continent’s vulnerability is further increased 

by frequent natural disasters such as drought 

and floods, extreme poverty and dependence on 

rainfall. Due to changes in land use pattern and 

climate, some regions in East Africa have become 

drier and the situation is continuing to be worse 

due to lack of rain. 

Water sources are disappearing and streams 

that used to run year-round are now seasonal. 

Studies show that, there is a severe increased 

in water stress and possible increased drought 

risk for parts of northern and southern Africa and 

increases in run-off in East Africa. Complex river 

basin management is another threat to water 

access. Severe drought which got intensified in 

2015 left most African countries food insecure 

and yields of most products and animals reduced.

Owing to the escalating challenges of climate 

change, environmentally friendly agriculture 

and investments in climate smart technologies 

is, therefore, a must for African countries.  It is 

projected that investment of about US$ 20 to 30 

billion per annum is needed over the next 10 to 20 

years to reduce the continent’s climate vulnerability 

and cap the potential negative economic impact 

equivalent to approximately 1.8 per cent of Africa’s 

GDP. 

4.2.2	 Policy uncertainty 
Obtaining land especially in a large continuum to 

support large scale investment in production and 

processing remains a huge challenge in Africa.  

Efforts at streamlining land documentation, 
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registration and ownership processes have been 

very slow and unsuccessful in many African 

countries. The broken-down systems coupled 

with the lack of enforcement results in unusually 

cumbersome land acquisition procedures, risks of 

double selling and long delays in land registration 

and regularization.

Millions of hectares of arable land are lying unused 

in Africa due to lack of clear policy direction on 

land. Investors require surety of return to capital 

and if African governments are not clear on how 

to handle issues of land reform to which the 

citizens have been calling for review in many 

instances, Africans are likely not to see investment 

in agriculture due to huge risks involved in the 

production of agricultural commodities.

Land degradation and rising land prices are 

other issues that affect agricultural production. 

Land degradation in Africa is as a result of the 

declining soil fertility which is a major constraint 

to the transformation of agriculture. Approximately 

28 per cent of farmers from rural areas cultivate 

land that is degrading (Barbier & Hochard, nd). 

On the other hand, the region has experienced 

rising demand for agricultural land by both 

international and national companies as well as 

urban investor farmers (Deininger, et. al 2011). 

Increased interest in African farmland may also 

be explained by the perception that there are 

large areas of unclaimed “available” arable land 

in Africa for investment. According to the 2016 

Africa Agriculture Status Report, the amount 

of fertile land for cropland expansion may be 

considerably less than earlier estimates. Although 

this is the situation, investments in infrastructure, 

implements, technology (new ways of farming) are 

needed in Africa to improve the current production 

trends which are relatively low as compared to 

developing and developed countries.

4.2.3	 Trade distortions 
Trade protectionist measures mainly in developed 

countries and agricultural commodity price 

volatility are a challenge to mobilisation of private 

investments in the sector in Africa.  Tariffs and non-

tariff barriers (such as rules of origin, labelling and 

packaging, customs procedures) on agricultural 

commodities, particularly on processed food, 

may discourage private sector investments 

in food processing for exports. Posing the 

greatest challenge among non-tariff barriers is 

the proliferation and stringency of international 

sanitary and phytosanitary standards (SPS), 

adopted in export markets to address food safety 

and health risks.  In Africa most of the participants 

in the agribusiness sector are smallholder farmers, 

who find compliance to the standards very costly.  

Furthermore, subsidies given to producers in 

industrialized countries make the playing field 

uneven, often rendering products from African 

economies less competitive in the world markets.

Although governments use SPS measures to 

ensure that foods and beverages are safe to 

consume and to protect animals and plants from 

unwanted pests and diseases (Froman, 2014), 

SPS also present barriers to trade especially 

in instances where bilateral trade agreements 

are not binding between a given set of trading 

partners. Countries have different specifications in 

terms of grading, this can lead to less products 

being exported by African countries. However, it 

appears that African countries are not too strict as 

the European Union and the US, when it comes 

to the product specification. African exporters 

are challenged with logistical problems such as 

inadequate road infrastructure which leads to long 

shipping time of the products. Lack of adequate 

cold chain management in the fresh produce 

industry can lead to loss of quality of the product 

hence the produce might not be accepted by 

the importing countries. Fixation of a minimum 

import price (tariff) can help control the flood of 

cheap import products into the country. However, 

this can also be detrimental to a country which is 

desperate to address the food insecurity situation.

4.2.4	 Infrastructure 
The major cause of food loss is attributed to 

lack of infrastructure on value addition, storage 

and hugely on transportation amongst the 

smallholder farmers.  Food loss along the supply 
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chain is a missed opportunity for business.  For 

export-oriented agribusinesses, storage facilities, 

railroads and ports are crucial. In addition to 

these basic infrastructural needs, the perishability 

of agricultural products requires special facilities 

such as cold storage and refrigerated transport. 

Moreover, agriculture-specific infrastructure 

such as laboratories for product testing and 

certification purposes is a must if the sector is to 

be competitive, particularly in compliance with the 

SPS standards for world food trade. Dependability 

of infrastructure is also important, particularly for 

key utilities, notably electricity and water.

Poor infrastructure and high transportation 

cost are among the key challenges confronting 

investors in the agro-processing industry. For 

example, transporting fertilizers from an African 

seaport to a farm 100 km inland costs more than 

to ship the same fertilizers from North America to 

Africa.  The limited availability and poor quality of 

roads and bridges in most African countries have 

been a major handicap to effective transportation 

of produce from the rural areas to various markets, 

resulting in high post-harvest losses and rendering 

agribusiness investments less profitable. 
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5.1 COMPREHENSIVE AFRICA 

AGRICULTURE DEVELOPMENT PROGRAM 

The CAADP is an initiative by NEPAD is said to 

boost investment in agriculture. The main objective 

of CAADP is to help African countries reach a path 

of higher economic growth through agriculture-

led development.   Through CAADP, countries 

had committed to raise annual agricultural 

productivity by a minimum of 6 per cent, exploit 

regional complementarities and to increase public 

investments in agriculture to at least 10 per cent 

of their annual national budgets.  To this end 

several countries have developed their National 

Agricultural and Food Security Investment Plans 

with the aim to provide a road map where private 

sector, investors, development organizations and 

the public can invest to stimulate national and 

regional economic development agenda.

5.2 FEED AFRICA STRATEGY

The Feed Africa Strategy is an AfDB initiative 

that seeks to transform and scale up agriculture 

as a business through value addition by using 

innovative financing mechanisms.  The idea 

is to drive transformation through 15 priority 

commodity value chains in given agro-ecological 

zones specifically to achieve self-sufficiency in key 

commodities such as rice, wheat, fish, palm oil, 

horticulture, cassava; move up the value chain 

in key export-oriented commodities like cocoa, 

coffee, cotton, cashew; create a food-secure 

Sahel in sorghum, millet, livestock; and realize 

the potential of the Guinea savannah in maize, 

soybean and livestock.  The Feed Africa Strategy 

has identified a financing gap estimated at US$23 

billion per annum to transform the agricultural 

sector in Africa.

5.3 TECHNOLOGIES FOR AFRICAN 

AGRICULTURAL TRANSFORMATION 

INITIATIVE

Technologies for African Agricultural Transformation 

initiative is aimed at bringing down some of the 

barriers preventing farmers from accessing the 

latest seed varieties and technologies that could 

improve their productivity.  The initiative intends to 

mobilize US$1 billion to scale technology across 

Africa with the goal of lifting about 40 million 

people out of extreme poverty and producing 

about 120 million additional metric tons of food.

In part the initiative will work to bring together 

countries to agree on certain regulatory 

requirements for new seed varieties and 

technologies so that they aren’t slowed by 

processes in each country - delays that can last 

decades. The goal is to identify technologies in 

each ecological region and deploy them quickly.

5.4 THE ECOWAS AGRICULTURAL POLICY

The Economic Community of West African States 

Agricultural Policy (ECOWAP) is an instrument for 

the coordination of CAADP and the agricultural 

component of NEPAD within the region. The policy 

has a vision of modern and sustainable agriculture, 

based on the effectiveness and efficiency of family 

farms and the promotion of agricultural enterprises 

through the involvement of the private sector.

ECOWAP has a component that focuses on the 

development of the different value chains (food, 

peri-urban agriculture, export crops, short-cycle 

breeding, agro-forestry products, non-industrial 

fishing and aquaculture), the development of 

product processing, the strengthening of support 

services provided to operators and the promotion 

of national, regional and international trade. The 

three major themes of this policy are:

5.	 STRATEGIC INITIATIVES
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– �Increasing the productivity and competitiveness 

of West African agriculture;

– �Implementing a trade regime within West Africa;

– �Adapting the trade regime vis-à-vis countries 

outside the region.

5.5 THE SOUTHERN AFRICA DEVELOPMENT 

CORPORATION REGIONAL AGRICULTURAL 

POLICY 

Southern Africa Development Corporation Regional 

Agricultural Policy is a regional instrument for 

stimulating sustainable agricultural development 

and food security. It defines common agreed 

objectives and measures to guide, promote and 

support actions at regional and national levels in 

the agricultural sector.
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6.1 AGRICULTURAL TRADE WITH THE REST 

OF THE WORLD 

Prior to the 1980’s Africa was a net exporter of 

agricultural products. However, in the early 1980’s 

prices of raw agricultural commodities such as 

coffee, cocoa and spices weakened considerably, 

which negatively impacted agricultural export 

revenues and local food production, consequently 

leading to a deficit in food trade (Rakotoarisoa, 

Lafrate, Paschali 2011). Since then Africa has 

failed to address this food trade deficit, and over 

the past decade the food trade gap has widened 

considerably, growing on an annual average of 

about 12 per cent and reaching highs of well-over 

US$ 40 billion in 2011(see figure 5).  

As food imports considerably outweigh food 

exports, the growth in food imports is mainly 

attributed to growing demand in primary staples 

such as, cereals and cereal preparations (rice, 

wheat, maize etc.) which constitute an average of 

about 32 per cent of Africa’s food imports. This is 

followed by vegetable oils and fats (10 per cent), 

sugar and preparations (8 per cent), vegetables 

and fruits (7 per cent) and dairy products and bird’s 

eggs (7 per cent). According to UNCTAD data, the 

main consumers of the agricultural products on 

the African continent include Egypt, Algeria, South 

Africa and Nigeria, these agricultural products are 

mainly imported from Brazil, France, Argentina 

and the United States.

6.	 TRADE ANALYSIS

Source: UNCTAD (2018) and authors own.

Figure 5: Africa’s food trade balance (2008 – 2017)
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Notably, many of the agricultural products imported 

are also produced on African soils, and barriers 

are meant to be enacted on these products due 

to their critical importance in promoting inclusive 

economic growth. However, low yields and 

production prove to be insufficient to meet local 

demand, thus a continued food import reliance 

which then defeats the developmental goals 

(Viljoen, 2017)1.

What further exacerbates Africa’s woes, over 80 

per cent of Africa’s agricultural output is produced 

by smallholder farmers which represent about 

80 per cent of all farms on the continent. The 

composition of Africa’s exports to the rest of the 

world mainly comprises of coffee, tea, cocoa, 

spices (and manufactured thereof) and vegetables 

& fruits which add up to more than 50 per cent 

of Africa’s food exports. The main destination of 

Africa’s food exports includes Netherlands, France, 

United States, Spain and the United Kingdom. 

For Africa to regain its net food exporter status, 

the continent must undergo a paradigm shift to 

industrialise and commercialise its agriculture 

sector (Ba, 2016).

6.2 REST OF AFRICA IMPORTS OF AGRO-

PROCESSING MACHINERY

This section examines Africa’s agro-processing 

trade pattern and seeks to identify South African 

agro-processing equipment products with export 

potential in African markets. The analysis is based 

on trade statistics extracted from the International 

Trade Centre (ITC) Trade Map and based on the 

six-and eight-digit Harmonized System (HS) level.  

The analysis stretches across ten years from 

2008 to 2017. The agro-processing machinery 

industry provides the equipment and solutions 

to produce, process, and distribute food to 

billions of households across the continent, and it 

services a multi-faceted value chain from farming 

1	� https://www.tralac.org/discussions/article/11629-the-face-of-afri-
can-agriculture-trade.html

to logistics. The industry has become increasingly 

important as Africans population has grown, and 

dietary preferences have evolved, reflecting higher 

incomes and a shift to value-added products. This 

in turn has boosted demand for equipment and 

solutions to process, store, package, and cook 

food (Mckinsey & company, 2018).

Africa is a net importer of agro-processing 

machinery and over the past 10 years Africa’s2 

demand for agro-processing machinery has been 

on a steady rise, recording a compound annual 

growth rate (CAGR) of about 3 per cent over this 

period (see figure 6). Between 2008 and 2014 

import growth of agro-processing machinery 

soared, increasing by an impressive CAGR of 8 

per cent from US$ 1.64 billion in 2008 reaching a 

peak of about US$ 2.58 billion in 2014. However, 

between 2015-16, the value of imports declined 

slightly by an annual average of about 11 per 

cent, largely due to subdued global economic 

activity leading to a slump in commodity prices 

which consequently, severely constrained 

African countries revenue. However, despite the 

slowdown, Africa still maintained imports above 

US$ 2 billion, suggesting the importance of 

acquiring agro-processing machinery. Recently, 

with the global economic recovery, we see a 

resurgence of Africa’s demand of agro-processing 

machinery, with imports growing at the same pace 

of about 3 per cent reaching US$ 2.09 billion in 

2017.

2	 Africa excluding South Africa
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CAGR: +3%

Source: ITC (2018) and authors own  

Table 1 below displays the trade statistics on 

imports of agro-processing machinery and the 

direction of demand per product. According to the 

data, packaging and labelling equipment (machinery 

for filling, closing, sealing or labelling etc.) ranked 

the highest in terms of import value. Packaging 

equipment made up almost a quarter of Africa’s 

overall imports of agro-processing machinery. On 

average Africa imported US$ 516 million worth of 

processing machinery per year, achieving a CAGR 

of 3 per cent over the entire sample period. Demand 

on the continent for this product continues to grow at 

an accelerated pace, of about 10 per cent between 

2016-17. Machinery used in the milling industry or 

working of cereals is ranked second, accounting 

for just over 10 per cent of Africa’s total imports of 

processing machinery. On average Africa imports 

almost US$ 230 million worth of milling machinery 

per year. Data suggests an increase in demand for 

milling machinery, as recently imports grew by 12 

per cent, exceeding the ten-year average import 

growth of this product. 

It is important to note that the acquisition of 

this machinery is crucial, as investment into this 

machinery could alleviate pressures on Africa’s 

food import bill as cereals and cereal preparations 

constitute the largest food import (30 per cent of 

Africa’s total food import). Bakery machinery and 

machinery for industrial preparation of macaroni, 

spaghetti and similar products, rounds-up the 

primary imports of agro-processing machinery 

in Africa. On average, just over US$ 200 million 

worth of this machinery was imported per year, 

representing 10 per cent of Africa’s imports of agro-

processing machinery. Like the other two products, 

demand for this machinery remains on an upward 

trend.

Figure 6: Rest of Africa imports of agro-processing machinery from RoW (US$ million)
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Source: ITC (2018) and authors own  
Note: Import values denoted in US$ million.

Table 1: Imports of agro-processing machinery, by product
HS Code Product Description Average 

import 
value 
(2008-17)

Share in 
Africa's 
imports (%)

Growth 
in import 
value 
(2008-17)

Growth 
in import 
value 
(2016-17)

Direction of 
demand

843810 Bakery machinery and machinery for the 
industrial preparation or manufacture of 
macaroni, spaghetti or similar products 

204 10 2 17 Rising

843820 Machinery for the industrial preparation 
or manufacture of confectionery, cocoa 
or chocolate 

52 2 0 -11 Declining

843830 Machinery for sugar manufacture 112 5 6 2 Slowing

843840 Brewery machinery 135 6 3 -2 Declining

843850 Machinery for the industrial preparation 
of meat or poultry 

52 2 -5 -19 Declining

843860 Machinery for the industrial preparation 
of fruits, nuts or vegetables

40 2 8 -13 Declining

843880 Machinery for the industrial preparation 
or manufacture of food or drink, n.e.s.

155 7 5 -5 Declining

843890 Parts of machinery for the industrial 
preparation or manufacture of food or 
drink, n.e.s.

164 8 2 -12 Declining

843410 Milking machines 13 1 -9 9 Rising

843420 Dairy machinery 48 2 0 34 Rising

843490 Parts of milking machines and dairy 
machinery, n.e.s.

12 1 0 -8 Declining

843610 Machinery for preparing animal 
feedingstuffs in agricultural holdings and 
similar undertakings 

58 3 10 -6 Declining

841931 Dryers for agricultural products 15 1 7 1 Slowing

843510 Presses, crushers and similar machinery 
used in the manufacture of wine, cider, 
fruit juices or similar beverages 

21 1 3 45 Rising

843590 Parts of presses, crushers and similar 
machinery used in the manufacture 
of wine, cider, fruit juices or similar 
beverages, n.e.s.

4 0 7 101 Rising

843360 Machines for cleaning, sorting or 
grading eggs, fruit or other agricultural 
produce 

18 1 3 25 Rising

843710 Machines for cleaning, sorting or 
grading seed, grain or dried leguminous 
vegetables

97 5 6 -4 Declining

843780 Machinery used in the milling industry 
or for the working of cereals or dried 
leguminous vegetables

228 11 2 12 Rising

843790 Parts of machinery used in the milling 
industry or for the working of cereals 
or dried leguminous vegetables or 
machines for cleaning, sorting or 
grading seed, grain or dried leguminous 
vegetables, n.e.s.

71 3 3 -2 Declining

842230 Machinery for filling, closing, sealing 
or labelling bottles, cans, boxes, bags 
or other containers; machinery for 
capsuling bottles, jars, tubes and similar 
containers; machinery for aerating 
beverages

516 24 3 10 Rising

8478 Machinery for preparing or making up 
tobacco, parts thereof

102 5 -3 -18 Declining
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Figure 7 below graphically depicts the importing 

markets of agro-processing machinery in Africa over 

the past five years (2013-2017). On a regional basis, 

Northern Africa (36 %) accounts for the largest 

imports of agro-processing machinery, on the 

continent with Algeria and Egypt leading the region. 

The West African region1 (25%) is ranks second, 

with Nigeria and Ivory Coast as the main importers 

in the region. This is followed by the East African 

region (21%), with neighbouring countries Ethiopia 

and Kenya accounting for most of agro-processing 

machinery imports in the region. The Southern 

African region1 (14%) trails behind in acquisition 

of agro-processing machinery, however, Zambia 

and Angola demonstrate promising demand in the 

1	 Excluding South Africa

region. The Central African region (4%) is ranked last 

in terms of imports of agro-processing machinery, 

however, Cameroon and the Democratic Republic 

of Congo have has shown signs of increase in 

demand in the region.

Notably, the results illustrated on this map (fig.7) 

mirrors those depicted earlier (fig. 3) which depicts 

the agriculture value added to GDP per country. 

This suggests a positive relationship between the 

investment in agro-processing machinery and value 

added to GDP from agriculture. 

Figure 7: Import markets of Agro-processing machinery in Africa, 2013-2017 (p.a)

Source: ITC (2018) and authors own 
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BOX 1: NIGERIA AGRO-PROCESSING

Nigeria is the highest ranked importing market of agro-processing machinery, importing almost US 
$ 400 million worth of processing machinery annually between 2013-2017. Nigeria’s main imports 
include packaging and labelling, milling and brewery machinery, whilst their emerging imports include 
parts of agro-processing machinery (see table 2).

Table 2: Nigeria’s main and fastest growing imports (2013-17)
Top imports Average 

Export value 
between 
2013-17 (US$ 
million)

Fastest growing imports Annual growth 
in value 
between 
2013-17, %, 
p.a.

Machinery for filling, labelling 
& sealing 93.1

Parts of presses, crushers and 
similar machinery used in the 
manufacture of wine, cider, fruit 
juices or similar beverage

87

Machinery for milling 43.1 Machinery for preparing animal 
feedingstuffs 62

Brewery machinery 38.1 Parts of machinery used in the 
milling industry 27

Machines for cleaning, sorting 
or grading seed, grain or dried 
leguminous vegetables

35.5
Machines for cleaning, sorting 
or grading seed, grain or dried 
leguminous vegetables

21

Machinery for the industrial 
preparation or manufacture of 
food or drink

33.0
Presses, crushers and similar 
machinery 16

Source: ECIC, calculated from ITC data

According to the Food and Agriculture Organisation (FAO), Nigeria is the continent’s leading 
consumer of rice and is one of the largest producers of rice on the continent. However, local 
production of the essential crop proves to be grossly inadequate for domestic demand as the 
majority (80%) of local production comes from small-scale farmers which accounts for less than a 
quarter of Nigeria’s total consumption. Consequently, Nigeria runs a huge a huge import bill on rice 
which put pressure on the country’s foreign currency reserves. According to the recent rice outlook 
from the U.S Department of Agriculture, given the current consumption and population trends, 
Nigeria’s rice imports are estimated to rise by 13 per cent in 2019 to reach 3.4 million tons, making 
Nigeria the world’s second biggest rise importer.

The current and projected situation in Nigeria presents several opportunities across the rice value-chain 
particularly for agro-processing machinery. According to Abbas, Agada & Kolade, small-scale farmers 
lack the necessary processing plant and equipment to meet domestic demand for high-quality rice.

Thus, Nigeria needs enough investment in high-tech rice mills with large volume processing capabilities 
to be established in the rice-producing regions.

Figure 8: Nigeria rice production, consumption and imports (‘000 tonnes)

Source: Business Monitor International (BMI) database (2018)
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Figure 9: Nigeria main agriculture production

Source: FAO STAT (2018)

Table 3: NIGERIA AGRI-BUSINESS COMPANIES
Company NATURE OF BUSINESS SECTOR/S
Nestle 
Nigeria

Nestle Nigeria Plc is involved in the 
manufacturing, marketing and distribution of food 
products including purified water throughout the 
country. The company also exports some of its 
products to other African countries. Neste Nigeria 
Plc has two business units: Food: Production 
and sale of Maggie, Cerelec, Mutrend, Nan and 
Lactogen. Beverage: Production and sale of Milo, 
Chocomilo, Nido, Nescafe and Nestle Pure Life

• �Manufacture of Breakfast 
Foods; Coffee, Coffee 
Substitutes and Tea; Soft 
Drinks; Production of 
Mineral Waters

• �Wholesale Trade in 
Beverages & Foodstuffs

Flour Mills 
Nigeria Flour Mills Nigeria Plc is involved in flour 

milling, production of pasta, noodles, edible 
oil and refined sugar; production of livestock 
feeds; farming and other agro-allied activities; 
distribution and sale of fertiliser; manufacturing 
and marketing of laminated woven polypropylene 
sacks and flexible packaging materials; cement 
manufacturing; operation of Terminals A and B 
at the Apapa Port; customs clearing, forwarding 
agents, shipping agents and logistics; as well as 
management of the mills of Maiduguri Flour Mills 
Ltd and Port Harcourt Flour Mills Ltd

• �Manufacture of Other 
Chemical Products n.e.c.; 
Flour and Grain Mill 
Products, Including Rice 
& Vegetable Milling; Grain 
Mill Residues; Macaroni, 
Noodles, Couscous 
and Similar Farinaceous 
Products

• �Wholesale Trade in 
Construction Materials, 
Hardware, Plumbing and 
Heating Equipment and 
Supplies

Dangote 
Sugar 
Refinery

DSR is involved in the refining of raw sugar into 
edible sugar and the selling of refined sugar. The 
Groups products are sold through distributors 
across Nigeria

• �Manufacture of Sugar 
Including Golden Syrup and 
Castor Sugar

• �Wholesale Trade in 
Foodstuffs

FTN Cocoa 
Processors

FTN Cocoa Processors Plc is involved in the 
processing of cocoa beans and palm kernel into 
cocoa liquor, cocoa cake, cocoa butter, cocoa 
powder, palm kernel oil and palm kernel cake. 
The cocoa liquor, cake and butter are exported 
while cocoa powder, palm kernel oil and palm 
kernel cake are marketed locally to manufacturing 
companies.

• �Manufacture of Cocoa, 
Chocolate and Sugar 
Confectionery

• �Manufacture of Vegetable 
and Animal Oils and Fats

Presco Presco Plc is involved in the development of oil 
palm plantations, palm oil milling, palm kernel 
processing and vegetable refining. The products 
of the company are refined bleached and 
deodorised palm oil, palm olein, palm stearin, 
palm fatty acid distillate, palm kernel oil (crude 
and refined) and palm kernel cake.

• �Growing of Cereals and 
Other Crops n.e.c.

• �Manufacture of Vegetable 
and Animal Oils and Fats

Source: FitchSolutions, Nigeria Agribusiness Report, 2019Q1& IRESS

According to FAO, the government of Nigeria is expressing its 
determination to end the era of food imports, particularly rice, 
and develop cassava and rice value chains to produce and 
add value to these selected products and create domestic and 
export markets for farmers.
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BOX 2: ALGERIA AGRO-PROCESSING

Algeria imports the second most agro-processing machinery on the African continent, importing 
machinery to the value of US$ 374 million per year between 2013-2017. Algeria’s main imports include 
packaging and labelling, bakery and milling machinery.  Emerging imports include Brewery machinery 
and machinery for cleaning, sorting and grading agricultural produce.

Table 4: Algeria’s main and fastest growing imports
Top imports Average 

Export value 
between 
2013-17 (US$ 
million)

Fastest growing imports Annual growth 
in value 
between 
2013-17, %, 
p.a.

Machinery for filling, labelling 
& sealing 101.9 Brewery machinery 225

Machinery for milling
53.6

Machines for cleaning, sorting 
or grading eggs, fruit or other 
agricultural produce

78

Brewery machinery 42.4 Dryers for agricultural products 77
Machines for cleaning, sorting 
or grading seed, grain or dried 
leguminous vegetables

27.1
Machinery for the industrial 
preparation of fruits, nuts or 
vegetables

33

Machinery for the industrial 
preparation or manufacture of 
food or drink

24.7
Parts of machinery used in the 
milling industry 27

Source: ECIC, calculated from ITC data

Ironically the continents largest country by land mass is also one of the largest food importers on the 
continent. Algeria remains heavily dependent on food imports, particularly cereals and dairy products. 
However, the Government of Algeria is determined in pursing strategies of reducing food import 
dependency and increasing self-reliance by curbing imports of some agricultural products (olive oil, 
milled flour products, refined sugar, meat and seasonal fruit and vegetables) and providing support for 
domestic production. Specific programmes have been introduced by the government to impetus on 
local production, with focus on improving product quality and labelling (COFACE, 2016). The country’s 
main agricultural commodities include potatoes, wheat and watermelons.

Figure 10: Algeria wheat production, consumption and imports (‘000 tonnes)

Source: BMI database (2018)
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Figure 11: Algeria main agriculture production

Source: FAO STAT (2018)

6.3 AGRO-PROCESSING MACHINERY 

TRADE ANALYSIS 

This section attempts to identify South African agro-

processing equipment products with higher export 

potential in African markets, whilst also investigating 

new potential markets that could be developed or 

existing markets that could be expanded further. 

The analysis utilised international trade data sourced 

from the ITC and based on the six-digit and eight-

digit Harmonized System (HS) level.  The analysis is 

based on the data for the last five to ten years, i.e. 

from the year 2008-17 to 2013-17.

Food processing machinery industry produces 

every kind of machinery and equipment required 

for food processing industry and most parts 

and accessories. Food processing machinery is 

generally grouped by end-product (e.g., meat, 

dairy, bakery). Flour and grain mill machinery, 

bakery and pasta making machinery, bakery 

ovens, industrial machinery for food and drink 

preparation, machinery for extraction/preparation 

of fats and oils, machinery for cleaning/ sorting/

grading seeds and grains, cacao and confectionery 

machinery, presses and crushers for wine, fruit 

juice and beverages, pasteurizers and sterilizers, 

machinery for sugar manufacture, meat and poultry 

processing machinery, milking machinery, dairy 

machinery, machinery for the preparation of fruits 

and vegetables, and brewery machinery

6.4 SOUTH AFRICAN EXPORTS OF AGRO-

PROCESSING MACHINERY TO THE REST 

OF AFRICA

Over the past decade the value of SA exports of 

agro-processing machinery to the African market 

has recorded a modest increase, achieving a CAGR 

of about 5 per cent over this period. South Africa 

experienced impressive export growth during the 

first half of the decade, increasing by 18 per cent 

over this period, from about US$ 58 million in 2008 

to about US$ 112 million in 2012. However, in the 

second half of the decade, SA exports of agro-

processing machinery subsided and have remained 

weak, declining on an annual average of 5 per cent 

from 2012-2017.  The persistent export weakness 

coincided with slowdown in import demand from 

the rest of Africa.
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Source: ITC (2018) and authors own 

6.5 DESTINATION OF SA EXPORTS OF 

AGRO-PROCESSING MACHINERY 

South Africa exports its agro-processing machinery 

to several countries across the African continent 

as seen in figure 13 below. However, the bulk of 

exports are concentrated within SADC countries. 

Zambia is the main destination of SA agro-

processing machinery with exports averaging 

US$ 19.1 million annually from 2013-2017. This 

comes against, efforts made by the Government 

of Zambia to diversify away from mining industries 

to investments in agro-processing industries. Major 

agro-processing machinery exports to Zambia 

include machinery for the manufacture of food and 

drink, milling machinery and parts of milling and 

sorting machinery. 

The neighbouring Zimbabwe, which heavily relies 

on its agricultural sector is the second-most 

important destination for SA agro-processing 

machinery, with SA exporting an annual average 

of US$ 14.3 million worth of agro-processing 

machinery from 2013-2017. Major SA exports to 

Zimbabwe include packing machinery, parts of 

milling and sorting machinery and bakery machinery 

and machinery for the manufacture of macaroni, 

spaghetti.  This is followed by Mozambique, which 

took delivery of about US$ 7.5 million of SA agro-

Figure 12: SA exports of agro-processing machinery to Rest of Africa (US$ million)

processing machinery per year.  Notably, there is 

some diversification of SA export markets in the 

East and West of the continent, with Kenya and 

Nigeria importing an annual average of about US$ 

7.5 million and US 5 million worth of processing 

machinery respectively.

spaghetti and similar products, rounds-up the 

primary imports of agro-processing machinery 

in Africa. On average, just over US$ 200 million 

worth of this machinery was imported per year, 

representing 10 per cent of Africa’s imports of agro-

processing machinery. Like the other two products, 

demand for this machinery remains on an upward 

trend.
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Figure 13: Destination markets for SA exports of Agro-processing machinery in Africa, 2013-2017 p.a

Source: ITC (2018) and authors own

6.6 REVEALED COMPARATIVE ADVANTAGE

In assisting us to identify the export potential 

for specific agro-processing machinery on the 

continent we employ an alternative measure of 

export competitiveness the Revealed Comparative 

Advantage (RCA) index developed by Balassa 

(1965). The index measures the relative ability of 

a country to produce a good vis-à-vis its trading 

partners1  thus, indicating its comparative advantage 

among trading economies/regions. The index is 

premised on the assumption that product pattern 

of trade reflects the relative costs differences and 

differences in non-price factors (Balassa,1965).  

Changes in RCA are caused by economic factors 

such as structural change, global demand and 

trade specialisation. The index measures a specific 

product’s share in the country’s total exports relative 

to a share of the product in world total exports as 

follows:

1	 French, 2017

Where:
• �xij and  xwj represent the values 

of South Africa’s exports of agro-
processing machinery and world 
exports of agro-processing machinery.

• �Xit and Xwt  represents South Africa’s 
and world total export respectively. 

• �A RCAij < 1  indicates that the 
country has a revealed comparative 
disadvantage in the product.

• �Similarly, if  RCAij > 1  the country is 
said to have a revealed comparative 
advantage in the product. 
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Table 5: Revealed Comparative Advantage 

Source: ITC (2018) and authors own

The results for South Africa in relation to the world 

with respect to agro-processing are presented in 

Table 5 below. In 2013 South Africa had revealed 

comparative advantage in eight agro-processing 

product categories namely in the machinery for: 

bakery, brewery, dairy, milling, sorting and grading 

and parts of agro-processing machinery. Over 

the next five year South Africa lost its revealed 

comparative advantage in several agro-processing 

machinery categories (bakery, dairy and machinery 

used for the manufacture of beverages)and is now 

left with a comparative advantage in five machinery 

categories. 

The largest revealed comparative advantage is 

witnessed in the following products:

•  Parts of machinery used in the milling industry;

•  Machinery used in the milling industry; 

•  Brewery machinery; 

•  �Parts of machinery for the industrial preparation or 

manufacture of food or drink, n.e.s  . 

The outcome of this analysis indicates that 

the manufacturing industry of agro-processing 

machinery has been poorly performing – albeit a few 

categories performing  well - in terms of its exports 

and thus suggest policy interventions to support 

the industry in meeting external demand  for agro-

processing machinery.

HS 
code

Product Description 2017 2013 5yr growth 
rate p.a

843810 Bakery machinery and machinery for the industrial preparation or 
manufacture of macaroni, spaghetti or similar products 

0.78 1.19 -8%

843820 Machinery for the industrial preparation or manufacture of 
confectionery, cocoa or chocolate 

0.06 0.06 1%

843830 Machinery for sugar manufacture 0.42 1.00 -16%
843840 Brewery machinery 1.22 2.00 -9%
843850 Machinery for the industrial preparation of meat or poultry 0.59 0.44 6%
843860 Machinery for the industrial preparation of fruits, nuts or vegetables 0.70 0.38 13%
843880 Machinery for the industrial preparation or manufacture of food or 

drink, n.e.s.
0.84 0.60 7%

843890 Parts of machinery for the industrial preparation or manufacture of 
food or drink, n.e.s.

1.10 1.43 -5%

843410 Milking machines 0.09 0.05 12%
843420 Dairy machinery 0.46 1.76 -23%
843490 Parts of milking machines and dairy machinery, n.e.s. 0.28 0.52 -12%
843610 Machinery for preparing animal feedingstuffs in agricultural holdings 

and similar undertakings 
0.50 0.55 -2%

841931 Dryers for agricultural products 0.65 0.15 34%
843510 Presses, crushers and similar machinery used in the manufacture of 

wine, cider, fruit juices or similar beverages 
0.98 2.10 -14%

843590 Parts of presses, crushers and similar machinery used in the 
manufacture of wine, cider, fruit juices or similar beverages, n.e.s.

0.43 0.63 -7%

843360 Machines for cleaning, sorting or grading eggs, fruit or other 
agricultural produce 

0.14 0.52 -23%

843710 Machines for cleaning, sorting or grading seed, grain or dried 
leguminous vegetables

1.06 1.03 0%

843780 Machinery used in the milling industry or for the working of cereals 
or dried leguminous vegetables

2.25 2.22 0%

843790 Parts of machinery used in the milling industry or for the working of 
cereals or dried leguminous vegetables or machines for cleaning, 
sorting or grading seed, grain or dried leguminous vegetables, n.e.s.

2.81 2.62 1%

842230 Machinery for filling, closing, sealing or labelling bottles, cans, 
boxes, bags or other containers; machinery for capsuling bottles, 
jars, tubes and similar containers; machinery for aerating beverages

0.30 0.18 11%

8478 Machinery for preparing or making up tobacco, parts thereof 0.65 0.50 6%
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A combination of population growth, rising incomes 

and urbanisation, and buoyant global commodity 

markets currently provide unprecedented market 

opportunities for Africa to develop a competitive 

agribusiness sector. Urban food markets are set 

to increase fourfold to exceed US$400 billion by 

2030, requiring major agribusiness investments 

in processing, logistics, market infrastructure and 

retail networks (World Bank, 2013). The growing 

middle class is also seeking greater diversity and 

higher quality in its diets. Moreover, the lack of 

competition for economies of scale, untapped 

water resources and the substantial arable lands 

available for large-scale farming suggest that 

opportunities for agri-business are remarkable.

In the horticulture and grains segment 

of agriculture, commodities with significant 

consumption patterns both within and across 

African regional blocs present viable export and 

investment opportunities for South African firms.  

African countries’ propensity to import wheat, 

rice, palm oil, sugar, soy oil, soya beans and 

processed vegetables has been on the rise for the 

past decade. It is projected that the region’s import 

propensity of these commodities will continue to 

accumulate by billions in the foreseeable future. 

 

In the meat industry, Africa remains a net importer 

of processed meat and dairy products.  And 

increases in the demand for animal-sourced food 

are estimated extraordinarily high in Africa over 

the coming decades. By 2050, volumes of meat 

and milk consumed is estimated at 24.3 million 

tonnes 50.2 million tonnes, respectively. Fish 

consumption is also expected to grow by 30-

50% by 2030 (AfDB, 2018).  Local producers will 

find it increasingly difficult to satisfy the growing 

demand.

In the forestry segment of the sector, the steady 

expansion of Africa’s stock of housing, commercial 

buildings and infrastructure is driving growth in 

demand for construction wood.  Furthermore, 

large electrification programs are leading to 

increased demand for transmission poles.   As a 

result, the continent is experiencing an increasing 

wood shortage, and increased net import of wood 

products.  Imports of solid wood products to 

Africa have reached more than US$1bn and there 

has been strong growth over the last 15 years, 

growing at 14 per cent per annum in nominal 

terms.

As per Table 6 and 7 the agribusiness in 

Africa provides a host investment and export 

opportunities in a number of sub-sectors:

7.	 TRADE AND INVESTMENT OPPORTUNITIES
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7.1	 UPSTREAM OPPORTUNITIES

Table 6: Trade and Investment opportunities in the upstream segment of agribusiness
Sub-sector Opportunities
Horticulture and Grain Agro Chemicals Manufacturing (fertilisers, pesticides, herbicides, other disease control 

products)
Irrigation Equipment
Washing and Grading Equipment
Manufacture of Greenhouse Facilities
Storage Facilities
Lab Equipment
Milling Facilities
Mechanized tools/machinery for weeding, seeding, soil preparation and harvesting
Water harvesting technologies
Off-farm technologies (refrigeration, deep freezing, waxing, chemical treatment, etc.)
Distribution trucks

Livestock, Dairy and 
Poultry

Livestock and Broiler Feedlots
Rearing, breeding and hatchery technologies/materials
Agro Chemicals Manufacturing (pesticides, disease control products)
Lab and Veterinary Equipment
Storage Facilities
Dairy genetic improvement technologies
Distribution trucks

Fisheries Breeding and hatchery materials/equipment
Chemicals Manufacturing (fertilisers, pesticides, other disease control products)
Cold Storage Facilities
Lab and Veterinary Equipment

Forestry Seed production
Plantation farming
Sawmills and Veneer Mills
Wood Chip Plants
Wooden Pole Manufacturing (transmission, telephone and electricity poles, fence poles 
and poles for building foundations)
Distribution trucks

7.2	 DOWNSTREAM OPPORTUNITIES

Table 7: Trade and Investment opportunities in the downstream segment of agribusiness
Sub-sector Opportunities

Horticulture and Grain Fresh Produce Market
Packaging and Labelling
Cold Storage Facilities
Wholesale and Distribution Centres
Fruit and Vegetable Beverage Manufacturing Plants

Livestock, Dairy and 
Poultry

Abattoirs 
Packaging and Labelling
Manufacturing of Leather Products
Manufacturing of Dairy Products (powdered milk, cheese, butter, yoghurt, ice-cream, 
etc.)
Cold Storage Facilities
Wholesale and Distribution Centres

Fisheries Abattoirs 
Filleting materials
Packaging and Labelling
Cold Storage Facilities
Vesssel Construction (patrol boats, fishing trawlers)

Forestry Mining Timber Manufacturing (support beams)
Pole Treatment Plants
Firewood/Charcoal
Wood Panel Manufacturing (plywood, composite boards, insulation board, plywood, 
particle board, etc.)
Wood Furniture Manufacturing Plants
Matchsticks Plants
Paper and Pulp Manufacturing Plants
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African agribusiness is generally associated with risk. Beset by frequent drought, unpredictable rainfalls, 

degraded soils, pests, disease and political instabilities, African farmers struggle to produce a steady supply 

of crops and livestock for consumption and sale. Such risks remain too great for investors, who struggle to 

unlock financing to support agribusinesses.

Categories of major risks facing agricultural supply chains are outlined in the table below:

Table 8: Typical risks facing agribusiness companies 

Type of Risk Description Typical Mitigation Strategies

Economic and Financial Risks

•  Credit risk

•  Financial risk

•  Currency inconvertibility

•  Volatile/changes in commodity prices

•  Price Risk

•  Illiquidity

•  Uncertainty of investment returns

•  Ability to externalise payment risk

•  Assessment of country sovereign rating

•  �Hedging facilities (currency, interest rates, 

commodity prices)

•  Credit risk insurance

•  Minimum price contracts

•  Commodity swaps

•  Storage

•  Contract farming

•  Fixed price contract for deferred delivery

Environmental Risks

•  Crop loss

•  Climate/weather risks (Drought, Floods)

•  �Por sanitation, human contamination and 

illnesses

•  Weather hedges

•  Contingent financing

•  Catastrophe bonds

•  Disease control and prevention measures

•  Weather indexed risk insurance

•  Crop insurance

Political and Regulatory Risks

•  �War and civil disturbances (e.g., threats 

to property and/or life)

•  Nationalization/confiscation of assets

•  �Changing and/or uncertain regulatory 

and legal policies and enforcement

•  Breach of contract

•  Political Risk Insurance

•  Investment Guarantee

8.	 RISKS ASSOCIATED WITH AGRO-PROCESSING PROJECTS
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Table 9:  ECIC agribusiness supported projects
Country Exposure Type of Project/Project Description

Mozambique Construction and Development of a banana plantation and construction of related 
infrastructure in Mozambique

Mozambique Expansion of an existing and modernisation of an existing sugar mill and cane plantation 
at Xinavane, Mozambique

Zimbabwe To promote and facilitate economic growth and development in Zimbabwe.

Swaziland Construction on an Ethanol distillery plant

Sierra Leone The building, own and operate of an integrated sugar cane estate, ethanol production 
plant and power station in the Makeni region

9.	 ECIC EXPERIENCE
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10.	 FUNDING INSTRUMENTS FOR AGRO-PROCESSING 

According to the World Bank, financing 

requirements for agribusiness in Africa is 

estimated at US$11 billion annually. Significant 

financing is required across the whole value chain, 

including for pre-harvest, inventory and trade 

activities. Financing of working capital was crucial 

for purchasing inputs such as seeds, fertilizers, 

agrochemicals, and labour costs.  Financing for 

investment capital was also an important need, 

primarily for farm assets such as tractors and 

irrigation equipment, processing plants, storage 

and warehousing facilities (World Bank, 2016).

10.1	 SOURCES OF FINANCING

10.1.1	 Multilateral and Regional 

Development Finance Institutions

Multilateral and Development Finance Institutions 

(DFIs) such as the World Bank, International 

Finance Corporation and the AfDB are major 

actors in financing and provision of technical 

assistance to African agribusiness.  Some of the 

financial and non-financial instruments used by 

these institutions include direct lending, provision 

of lines of credit to commercial institutions, 

matching grants, credit guarantees, project 

preparation and business development services 

to agribusiness actors.  Key funding mechanisms 

minted in recent years include: The International 

Fund for Agricultural Development, Agriculture 

Fast Track Fund, and the Africa Agriculture and 

Trade Investment Fund

10.1.2	 Commercial Banks

Commercial banks are an important source 

of working and investment capital for many 

agribusiness firms that can get access to 

commercial financing.  A survey commissioned by 

the World Bank shows that the cost of accessing 

finance through commercial banks is high in most 

African countries because annual interest rates 

average more than 20 per cent. The respondents 

to the survey were also deterred by cumbersome 

bank lending procedures that require numerous 

documents to process loans, and a lack of 

convenient points of service, especially in rural 

areas. Furthermore lack of adequate collateral is 

a key challenge that limited access to commercial 

financial services (World Bank, 2016).

A common form of intervention to improve access 

to finance for agribusiness businesses has been 

through public credit guarantee schemes.  These 

schemes provide third-party credit risk mitigation 

to commercial lenders by absorbing a portion of 

the losses on the loans made to the businesses 

in case of default, in return for a fee. Sometimes 

these schemes combine a subsidy element with 

market-based arrangements for credit allocation.  

Examples of such credit de-risking instruments 

include the AfDB’s African Guarantee Fund, South 

Africa’s Credit Guarantee Insurance Corporation 

of Africa, Tanzania’s Rabobank Sustainable 

Agriculture Guarantee, and Nigeria’s   Incentive-

Based Risk Sharing Agricultural Lending Scheme, 

among others.

10.1.3	 Investment Funds

In the past few years an increasing number 

of investment funds are targeting investments 

in agribusiness.  These investment funds are 

providing capital to agribusiness through diverse 

instruments, such as equity, debt, debt and 

equity, and guarantees.  Their target market is 

mainly smallholders and cooperatives across the 

agribusiness value chain.  Financing is mainly 

provided for working capital and asset financing 

and syndication financing involving DFIs and/

or commercial financial institutions.  Some of 

the prominent investment funds in the continent 

include, inter alia:

•  Agri-Vie

•  Futuregrowth Agri-Funds

•  Farm Capital Africa’s

•  UFF African Agri Investments

•  Phatisa
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Africa has experienced robust economic growth 
over the past decade.  However, the favourable 
macroeconomic performances haven’t spilled 
over to the agricultural sector.  Africa derive most 
of the economic opportunities from agriculture 
compared to the developed and developing 
countries which derive contributions from the 
service and industrial sectors.

Despite having the potential for greater agro-
processing production capabilities, many African 
countries continue to be net importers of agro-
processed commodities. In fact, Africa is currently 
at the bottom of global agricultural value chains, 
exporting goods with very little or no processing.  
Considering that the majority of value in the global 
agribusiness is in value added components such 
as processing, packaging, warehousing and 
distribution, it is clear that Africa is far from seizing 
the opportunities presented by the backward and 
forward linkages in across the agricultural value 
chain.

At the same time, the increasing population 
dynamics, urbanization, growing middle class 
with differential incomes, increase in consumption 
patterns on basic and diversified products are some 
of the driving forces of agribusiness. Combination 
of all the driving forces of development means 
there will be a huge demand for processed goods 
across the various sub-sectors. 

However, developing agribusinesses in Africa has 
many challenges including deficient infrastructure, 
low health and quality standards and environmental 
challenges to name a few.  That said, stakeholders 
are increasingly seeing the high potential up-side 
of investing in agribusiness in Africa.

The various forms of value-addition provide 
opportunities for the private sector to expand 
their commercial activities and access higher-
value markets, either for domestic consumers or 
exports. 

Trading of the fresh produce industry for example 
requires sorting, washing, storage, packaging and 
packing (which includes branding), and transport 
before distribution to the markets. While in the 
livestock industry there is a need for feedlots, 
auctioneering facilities, slaughter houses, cold 
storage and transportations of fresh meat prior to 
the marketing itself. In the grain industry, there is a 
need for huge chunks of land, capital investments 
such as combine harvesters, silos, storage, rail, 
trains and trucks to move commodities.  The 
creation and expansion of all the agribusiness and 
its related value chain (agro-industries) mentioned 
will require massive investment for trade to occur.
South African investors looking at African 
agribusiness have to consider a number of factors:
•  �Understand consumers’ needs and wants: 

A better understanding of consumers evolving 
preferences in terms of quality, convenience, 
safety and other food attributes is a pre-
requisite for producers to respond better to 
demand trends and successfully compete 
with imports. African middle class has less 
money that in many other parts of the world. 
Companies targeting these consumers need to 
balance the consumers’ desires for the latest 
Western convenience foods with the reality of 
what they can afford and what they need. 

•  �Consider the entire value chain: Many 
investors looking for opportunities in processing 
often overlook associated agricultural 
projects providing inbound supply for the 
plant.  Businesses need to link their industrial 
capabilities along with logistics, packaging, 
testing and certification activities.

•  �Regional and global export competitiveness:  
By aiming high enough to be competitive in 
regional and global markets, investors should 
raise their standards and aim for global 
competitive, even if the bulk of their products 
are sold on local markets. This is achieved by 
expanding production capacity and promoting 
value added expansionary agro-processing 
activities in a manner that fosters economic 
activity and inclusivity.

11.	 CONCLUDING REMARKS
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•  �Managing Risk: While “greenfield” investments 
can be seen as too risky, with the right partners 
a ‘greenfield’ project can be less risky than an 
established operation in a poor supply chain.

•  �The skills base: Finding qualified and 
knowledgeable agricultural personnel will be 
a challenge, with minimal diversity in terms of 
women and youth.

•  �Blended Finance: There are many sources 
of finance. Often these can be overlooked.  
Investors need to consider the role of vendor 
finance, development finance institutions and 
commercial lenders among others.  People 
need to have a holistic view of the project and 
consider where an additional type of funding 
can leverage both commercial and government 
investment in agriculture. The are state-
sponsored funds which are exclusively for 

•  �agro-processing ventures. Sector specific 
incentives will typically only match the 
entrepreneur’s own contribution.
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Country Project 
Name

Value (USD 
mn)

Time-frame Description

Angola, 
Lesotho

Agricultural 
Productivity 
Program 
(APP)

50.00 2018 -2025 The development objective is to increase the 
availability of improved agricultural technolo-
gies in participating countries in the Southern 
Africa Development Community (SADC) region.  
Project is structured around three components: 
(1) technology generation and dissemination; 
(2) strengthening regional centers of leadership; 
and (3) coordination and facilitation

Sierra 
Leone

Agro-Process-
ing Competi-
tiveness

10.00 2018-2023 development objective is to improve business 
environment in agribusiness sector and in-
crease productivity of targeted agro-processing 
firms in Sierra Leone. The project comprises of 
three components (1) promote enabling envi-
ronment for agro-processing sector competi-
tiveness and growth of agribusiness firms; (2) 
firm-level support to increase productivity and 
strengthen competitiveness of agro-processing 
firms and SMEs in selected value chains; (3) 
Project implementation, coordination, Monitor-
ing and Evaluation

Guinea Integrated 
Agricultural 
Development 
Project

42.58 2018-2023 The objective of the project is to increase 
agricultural productivity and market access for 
producers and agricultural small and medium 
enterprises in selected value chains. There are 
four components to the project (1) increasing 
agricultural productivity; (2) Increasing market 
access to help producers, small-scale proces-
sors; (3) strengthening institutional capacity and  
(4) project coordination and implementation.

Angola Commercial 
Agricultural 
Development 
Project

230.00 2018-2024 The objective of the project is to increase 
productivity and market access for selected 
beneficiaries in project areas. Four components 
to the project (1) promotion and support for 
agribusiness development (2) infrastructure 
for production and marketing (3) institutional 
strengthening and improved business environ-
ment (4) project management, monitoring and 
evaluation.

Rwanda Transforma-
tion of Agri-
culture Sector 
Program 4

289.92 2018-2021 The developmental objective is to improve the 
capacity of selected public agricultural institu-
tions and to enable an increase in commercial-
ization of agriculture value chains in Rwanda.

Rwanda Fourth Stra-
tegic Plan for 
Agriculture 
Transforma-
tion

1,500 2018-2024 Transformation of Rwandan agriculture from a 
subsistence sector to a knowledge-based val-
ue creating sector, that contributes to the na-
tional economy and ensures food and nutrition 
security in a sustainable and resilient manner.

13.	 ANNEXURE: LIST OF CURRENT AGRO-PROJECTS IN AFRICA



Export Credit Insurance Corporation of South Africa SOC Ltd

Trade and Investment Opportunities in Africa • The Agro Processing Sector  

57

Côte 
d’Ivoire

Cashew Value 
Chain Com-
petitiveness 
Project

285.25 2018-2023 The Cashew Value-Chain Competitiveness 
Project is aimed at increasing cashew pro-
ductivity, quality and value-added, benefiting 
smallholder farmers and the cashew process-
ing industry in the Republic of Côte d’Ivoire. 1) 
The first component, Institutional Strengthening 
and Value-Chain Governance. 2) The second 
component, Productivity Enhancement and 
Improved Access to Raw Cashew Nut (RCN) 
Market, seeks to increase on-farm cashew pro-
ductivity and improve access to the market for 
RCNs. 3) The third component, Support to Pri-
vate Investment in Post-Harvest and Process-
ing Infrastructure, aims to increase the volume 
and value addition of locally processed RCNs. 
4) The fourth component, Project Coordination, 
Monitoring, and Knowledge Management

Ethiopia Livestock and 
Fisheries Sec-
tor Develop-
ment Project

176.20 2017-2024 The development objective of the Livestock 
and Fisheries Sector Development Project 
for Ethiopia is to increase productivity and 
commercialization of producers and processors 
in selected value chains, strengthen service 
delivery systems in the livestock and fisheries 
sectors, and respond promptly and effectively 
to an eligible crisis or emergency.

Nigeria Dangote 
Group

4,600 2018-2020 Investment in the construction of sugar, rice 
and dairy plants in several Nigerian states.

Nigeria Agro-Pro-
cessing, 
Productivity 
Enhancement 
and Livelihood 
Improvement 
Support 
Project

200.00 2017-2023 Objective is to enhance agricultural produc-
tivity of small and medium scale farmers and 
improve value addition along priority value 
chains in the participating States. (1) production 
and productivity enhancement are to increase 
total supply of the targeted priority value 
chains.  (2) primary processing, value addition, 
post-harvest management and women and 
youth empowerment. (3) infrastructure support 
to agri-business clusters for agro-industrial and 
cottage processing units. (4) technical assis-
tance, knowledge management and commu-
nication.

Source: World Bank Project Database and various 
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In recognition of the potential for agro-processing to drive growth, the National Development Plan (NDP), 
New Growth Path (NGP) and Industrial Policy Action Plans (IPAPs) all identify agro-processing as a critical 
driver of economic growth, employment, and new business formation. The NDP identifies agriculture and 
agro-processing as key to increasing exports, increasing employment, and growing small and medium 
enterprises. Agro-processing has been highlighted as a focus area of intervention in the Industrial Policy 
Action Plan (IPAP) since 2009 and continues to be a key sector on the IPAP agenda. The latest iteration 
of the Industrial Policy Action Plan again reiterates the strong backward and forward linkages of the agro-
processing sector, its strong employment multipliers, and the possibilities it offers for new business formation.

Given the importance the sector contributes to the manufacturing sector, and more broadly, the South 
African economy, there are several programs that lend support to growing the industry, seen below: 

Institution Background of funding institution and 
funding threshold

Standard prerequisites/requirements applicable 
(Information Summary)

Industrial 
Development 
Corporation (IDC)

The IDC is a national development finance 
institution owned by the South African 
government set up to promote economic 
growth and industrial development. The IDC 
funds start-up and expand existing businesses 
within the agro-processing and agriculture 
sector that plan to create new or expand 
industrial capacity within the economy, with 
a minimum funding requirement of R1 million 
and a maximum of R1 billion. Multiple funds 
available offering financial support to start-up 
businesses needing capital for equipment, 
working capital, buildings and business 
expansion. Start-up businesses: IDC’s 
maximum funding equates to 60% of the total 
funding requirement (for start-ups). Expansion 
projects: IDC can fund a full expansion if the 
equi

To be considered for this funding, the following 
standards apply, but are not limited to: 
• �Requirements are compliance with international 

environmental standards.
• �Shareholders/owners are expected to make a financial 

contribution.
• �The project/business must exhibit economic merit in 

terms of profitability and sustainability.
• �The IDC does not re-finance fixed assets since its aim is 

to expand the industrial base.
• �Risk-sharing from operating private sector investment 

partners is non-negotiable and the shareholders will 
have to guarantee the funding of shortfalls.

Expansions by existing businesses:
• �Latest audited and actual financials (signed by the 

finance director, MD or CEO).
• �A detailed description of the nature of expansion, its 

related costs and revenues.
• �A comprehensive business plan/updated business plan 

focusing on the proposed project/expansion.

Land and 
Agricultural 
Development Bank 
of South Africa 
(Land Bank)

Land Bank is a government-owned 
development bank in the RSA. It is a specialist 
agricultural bank guided by a government 
mandate to provide financial services to the 
commercial farming sector, agri-businesses 
and to make available new, appropriately 
designed financial products that would 
facilitate access to finance by new entrants 
to agriculture from historically disadvantaged 
backgrounds.

Loans are tailored to meet important and 
typical use or financing needs of clients in the 
agricultural cycle, including the provision of 
advances against crop intakes, production 
requirements, production credit and other 
related services that includes the handling, 
manufacturing, packing, processing, storage, 
transport and/or marketing of agricultural 
products, purchase of land, the purchase 
and installation of machinery and equipment, 
fixed asset improvements, water project 
schemes and other agriculture-related capital 
expenditure.

To be considered for this financing, the following 
standards apply, but are not limited to: 

• Active involvement in business required. 
• Clean credit record is required. 
• Ability to make repayments. 
• �Suretyship is required which serve as security for any 

long-term loans.
• �Potential applicants can approach Land Bank’s nearest 

regional office in their province for further information.

14.	 INSTITUTIONAL SUPPORT
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Comprehensive 
Agriculture Support 
Programme (CASP)

The CASP is grant funding to provide 
post settlement support to the targeted 
beneficiaries of land reform and to other 
producers who have acquired land through 
private means and are, for example, engaged 
in value-adding enterprises, domestic markets 
or involved in export

Contact the “Provincial Department of Agriculture in your 
respective province” for applications and enquiries. 
• �Completed CASP application form to be submitted to 

the local municipality where the project is located. 
• �The provinces’ district offices submit business plans 

according to the criteria and approval of business plans. 

To be considered for this funding, the following 
standards apply, but are not limited to:
 • �Be a taxpayer in good standing and must provide a 

valid Tax Clearance Certificate application.
• �Once-off grant and not committing the Government to 

any form of direct recurrent operational or maintenance 
projects grants. 

• �Be involved in starting a new operation or in expanding 
or upgrading an existing operation or the acquisition of 
an existing business/operation.

• Comprehensive business plan. 
• Offtake agreement. 
• �Citizenship - Applicants should be black South Africans 

who are 18 years and above (Indian, Coloured and 
Chinese included).

Old Mutual 
(Masisizane Fund)

The Masisizane Fund (NPC) is an initiative of 
Old Mutual South Africa. It is a development 
fund providing enterprise finance and support 
to Small, Medium and Micro Enterprises 
(SMMEs) also focussed on agriculture sector.

The Masisizane Fund provides loan financing 
including agribusiness (primary) and agro-
processing. The fund can capitalise to the 
maximum of R10 million per investment over a 
five-year repayment period.

To be considered for this funding, the following 
standards apply, but are not limited to: 

• �The investee must be an SMME (as defined in the 
National Small Business Act). 

• �Business owners must be involved in the business 
operations and management of the company. 

• �The enterprise must have a formalised registered 
business structure (sole proprietorship, cooperative, 
company, closed corporation, or trust). 

• �Comply with all the statutory requirements governing 
the type of entity. 

• �The enterprise must have a clearly defined marketable 
product or service. 

• The enterprise must create or retain jobs on a 
sustainable basis.
• �Masisizane will not finance business owners that have 

declared bankruptcy in other ventures. 
• �Masisizane will not finance businesses that would cause 

damage to the environment, engage in exploitative 
labour practices, or cruelty to animals. 

• �Financing must be in compliance with the National 
Credit Act, Masisizane’s loan policies and procedures 
and Old Mutual Finance Credit policies.
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