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Small and medium-sized entrepreneurs (SMEs) and women-owned businesses are recognised as
important contributors to South Africa’s economic growth, employment, and structural
transformation objectives. In South Africa, SMEs are estimated to account for around 98.5% of
all businesses (in number terms), around 26% of jobs and almost 40% to Gross Domestic
Product (GDP) (Rajagopaul, Magwentshu, and Kalidas, 2020). Other estimates suggest that SME
contribution to jobs was even higher at between 50-60% of the country’s work force
(International Finance Corporation, 2020). 38% of SMEs in South Africa are women-owned
(Rajagopaul, Magwentshu, and Kalidas, 2020)." While there is limited data on black-owned
SMEs, black ownership of businesses has been low in South Africa historically, with estimates
that it fell to under 30% in 2021.2

Despite the positive contributions of SMEs to the economy, and the importance of
transformation for more inclusive businesses, diverse and systemic barriers to entry, exit and
growth limit higher levels of participation in economic activities. This paper seeks to understand
participation of SMEs and women-owned businesses (particularly black-owned businesses) in
the South African wine industry. Key objectives of this study include assessing the nature of
barriers to entry, exit and growth that SMEs and women-owned businesses face, the recourse
they may have to overcome these barriers, and to better understand successful and failed entry
experiences. The paper assesses key activities and investments/upgrading, access to markets
and finance, industry and government support, standards, and requirements, and how all these
shape outcomes and opportunities for inclusion. Dynamics applicable to SMEs generally also
directly apply to women-owned SMEs, although certain challenges are more amplified for
women-owned SMEs. We also limit our focus largely to the experiences of black-owned SMEs,
although several challenges cut across different ownership demographics for SMEs.

The wine industry provides for an interesting case study to interrogate issues of inclusive
development and upgrading. The industry is characterised by highly skewed ownership patterns
resembling historical legacies of racialised inequalities. Ownership largely remains white male-
dominated and this impacts on women'’s access to industry spaces (Sato, 2013). While progress
is being made in transformation in the wine industry in SA, it has been at a slow pace,® with
some momentum only seen in more recent years. Presently, less than 3% of sales are
accounted for by black-owned brands (other estimates are less than 1,5% of sales) and 2.5 —
2.7% of area planted with grapes for wine is owned by historically disadvantaged persons
(HDPs).* The proportion of women who own land is likely even lower than this. According to the
wine industry’s strategy around the late 2010s, the target was to transfer 20% of land and
water rights into the hands of PDPs by 2025. This represents a large discrepancy as the industry

T While we do not have more recent reliable statistics, it is widely recognised that the Covid-19 pandemic
has severely impacted SMEs and women-owned businesses in South Africa, and these contributions to
the economy may be lower in 2023.
2

, accessed on 28 March 2023.
3 Interviews with SAW18, SAW1, SAW2, SAW3
4Interviews with SAW18; SAWS3
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is not close to this target presently. Government and industry efforts to include black SMEs into
wine production and exports have been met with limited success as these historic ownership
patterns persevere.

Black-owned SMEs in particular continue to face numerous barriers to establishing and growing
their wine brands. In the more ‘traditional’ wine market, new entrants and young wineries
generally struggle to make an impact, with the loyal customer bases preferring established
brands (Mabaya, Ross, Shresta and Weiss, 2014). Their experiences point to a broader lack of
access to resources (such as education, experience, or capital) that would alter their negotiating
positions (Sato, 2013). Understanding the nature and magnitude of barriers to entry, exit and
growth faced by SMEs and women-owned businesses is critical in designing targeted policies
that promote an inclusive and sustainable wine value chain in South Africa.

This study uses a combination of primary data from interviews, discussions and seminars, as well
as secondary data from industry bodies and online sources to understand the participation of
SMEs and women-owned businesses in the South African wine industry. The research questions
stated in the introduction require an in-depth understanding of the lived experiences of SMEs
and women-owned businesses in the wine value chain, with our focus being on the black-owned
firms at the wine production level in which agro-processing activities are concentrated. We
emphasize that we do not focus on women workers or labourers in wine farms at the upstream
growing level of the value chain in this study. While we have undertaken interviews that
highlight the challenges (and opportunities) at this level of the value chain, we report on this
only for wider context and for implications it may have on the implementation of the AAMP,
and not as a thorough evaluation of women on farms and their working and living conditions.
Analysis at the worker level of the value chain requires a different lens and framework to be
used which is outside the scope of this study.

A case study approach is largely followed in this study which allows for the contextual
evaluation of the research questions. This is important, particularly in the wine value chain,
where context and history play an important role in understanding development trajectories
and participation dynamics (Flyvbjerg, 2006). Data was collected through short discussions and
through longer, in-depth interviews using semi-structured questionnaires. Themes covered
included history of the company, products produced, key markets, main challenges faced,
opportunities available, investments, innovation and upgrading undertaken from economic,
social, and environmental perspectives, and future development trajectories.

To identify black women-owned wine brands, we initially conducted an in-depth interview and
site visit with the South Africa Wine Industry Transformation Unit (SAWITU)® in Stellenbosch,
Western Cape, in March 2022. SAWITU is a non-profit company set up for, among other

> SAWITU's founding members include the National Agricultural Marketing Council (NAMC), Vinpro and SA
Liquor Brand Owners Association (SALBA)



objectives, to ‘increase representation of black people, with a specific focus on black women, at
management level in wine cellars, wine businesses and industry organisations through industry
programmes for human development in and for the wine industry'® [own emphasis]. SAWITU
provides support programmes to assist wine entrepreneurs in various aspects of their business,
such as legal, regulatory, operational and market access. SAWITU also assists with enterprise
development programmes to assisting entrepreneurs scale their businesses through accessing
funding and infrastructure, as well as capacity building.” Some of this support is provided
through the Wine Arc, in which SAWITU is located. The Wine Arc serves as a ‘brand home’ for
black wine brands, many of which are women-owned.2 SAWITU was therefore well-placed to
not only assist in identifying black women-owned businesses in the wine industry, but to also
provide overarching insights on the challenges and opportunities black SMEs face.

In addition to the interview with SAWITU, we engaged in two different information gathering
methods through fieldwork with relevant stakeholders. All fieldwork was conducted in the
winegrowing areas in the Western Cape (Table 1) as this is a major geographic growing unit.’

The first method was through our attendance of Cape Wine 2022, the wine industry’s main
international trade show, held in Cape Town in October 2022. In this trade show, women-owned
wine brands (including black women owned brands) exhibited their products, and some
presented their stories in seminars/panel discussions. This provided a unique opportunity to
meet with numerous wine industry participants under one roof over an intensive three-day
period, and to gather data on some of their experiences, as well as to compare these
experiences with strong brands who have historically dominated the wine industry.

The second method of data collection was through conversations and in-depth interviews with
stakeholders, both prior to Cape Wine 2022 (in March 2022) and following introductions made
during Cape Wine 2022. Even though our focus in this project is on wine producers, we
targeted interviews across a wide range of stakeholders in the wine value chain, including
industry associations, distributors, wine estates, cellars, CSOs, NGOs, standards organisations
(environmental and social) and retailers. This is important given our value chain approach in
understanding opportunities and bottlenecks to upgrading for black SMEs which may be
because of dynamics and requirements at different levels of the value chain.

The relevant interviews drawn from in this project are provided in Table 1 below, coded as SAW
(number).°

Table 1: Discussions and Interviews

v 0 N O

0 We draw this coding from another project that we are working on concurrently, outputs of which are
still to be published.
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1 SAW1; SAW?2 Industry association Stellenbosch

2 SAW3 Industry association Stellenbosch

3 SAWS Wine producer/cooperative Paarl

4 SAW6 Wine négociant /trader / merchant Stellenbosch

5 SAW10 NGO Stellenbosch

6 SAW11 Industry association Mitchell's Plain, Cape Town

7 SAW13; SAW50 | Private cellar Stellenbosch

8 SAW14 Training Institution Gauteng

9 SAW15 NGO Stellenbosch

10 SAW18 Industry association Paarl

11 SAW21 Research institution Paarl

12 SAW?2?2 Wholesaler Wellington

13 SAW31 Estate Franschhoek

14 SAW32 Government agency Cape Town

15 SAW33 Sustainability certification Cape Town

16 SAW34 Retailer Cape Town

17 SAW44 NGO and Fair-4-All partner Cape Town

18 SAW45 Black woman-owned winemaker Cape Town (Cape Wine 2022)

19 SAW46 Black woman-owned winemaker and | Cape Town (Cape Wine 2022)

estate

20 SAW47 Black majority owned company Cape Town (Cape Wine 2022)

21 SAWS51 Private Cellar Stellenbosch

22 SAWS53 BEE partner + producer cellar Darling and Cape Town (Cape
Wine 2022)

23 SAWS54 Worker owned company Stellenbosch and Cape Town
(Cape Wine 2022)

24 SAWS5S5 Black woman-owned winemaker Franschhoek and Cape Town
(Cape Wine 2022)

25 SAW68 Black man-owned winemaker Online and Cape Town (Cape
Wine 2022)

26 SAWT2 Wholesaler Stellenbosch

27 SAWS1 Estate Stellenbosch

28 SAWS82 Farm/producer Stellenbosch

29 SAWS3 Black woman-owned winemaker Cape Town (Cape Wine 2022)

30 SAWS3 Black man-owned winemaker Cape Town (Cape Wine 2022)

31 SAWS3 Black man-owned winemaker Cape Town (Cape Wine 2022)

32 SAW19 and 49 Producer wholesaler; estate Stellenbosch

33 SAW67 Estate Hemel-en-Aarde Valley

Source: Authors’ compilation

It is important to stress that the above sample of interviewees is not intended to be
representative of the entire industry, of all SMEs, of all woman-owned businesses and/or of all
black players in wine production. Our case study approach means that rich and valuable insights
to answer our key research questions can be drawn from the range of in-depth interviews
conducted, industry events attended, and secondary data assessed.

Challenges that we faced in conducting interviews included accessing sufficient time to speak
to SME and women wine makers. Given the nature of their businesses, these entrepreneurs




often play multiple roles in their companies and are extremely time-constrained, making it
difficult to secure meetings.

In terms of secondary data, we accessed information on company profiles, various economic
and social indicators including production, sales (local and export), imports, volumes of bulk and
packaged wines, employment etc. primarily from Statistical Booklets and other databases from
South African Wine Industry Information Systems (SAWIS) and South African Wine Industry
Directory (SAWID). Other secondary sources of data accessed include Wines of South Africa
(WOSA) website, Quantec (SARS) data, past publications on the SA wine industry such as
academic publications from journal articles, company websites and industry publications from
Who Owns Whom South Africa.

Key findings from interviews fall under the following key themes:

Black entrepreneurs enter the wine industry through different models. We broadly categorise
these as models of entry through virtual wineries (an industry term); land-based entry and
offtake-based entry.

Most SMEs enter the wine industry through the virtual wineries. Virtual wine makers do not
have land or vineyards, and are not involved in primary grape growing or even wine production.
They enter through partnerships with established (often white-owned) wine producers that
have vineyards, wine production and bottling facilities. The black-owned wine entrepreneurs
make their own wine or blend wines in these production facilities or in rented winery space to
their specifications or to jointly agreed specifications with their partners. The black winemakers
‘buy’ the bottled wine, add their labels, and mostly sell online, leveraging the producer’s
logistics and distribution networks in export markets.

A few SMEs enter the wine industry through the land-based entry. These acquire existing farms
and wineries and invest in grape vineyards and winemaking cellar facilities.

SMEs can also entre the wine industry through guaranteed offtake agreement by a major
supermarket chain for house brand, boxed wine. Entrants produce the supermarket’s house
brand wine, which is labelled as the supermarket’s brand name although in the future, it is
expected that the entrant will be able to use its own brand name.

Black producers export a large proportion of their total production to major export markets in
the UK, USA and the EU while the remaining share is sold in local and regional markets. Local
sales are either on- or off-trade, where on-trade refers to sales for on-premise consumption
such as in bars, restaurants, hotels, nightclubs, and off-trade refers to sales for off-premise
consumption such as through supermarkets, wholesalers and retail liquor stores.



On-trade sales are sold through distributors or merchants and add high mark-ups. Restaurants
on the other hand, further add higher mark-ups. New entrants struggle to get on to restaurant
wine lists because they do not have established brands. In addition to this, the few black brands
that have managed to enter restaurants allege that large mark-ups are charged by restaurants
on their wine sales, and this further discourages consumers from trying new wines given higher
prices than they are willing to pay to ‘experiment’ on new wines.

Off-trade sales through supermarket chains account for the majority of local sales. SMEs
struggle to access shelf space and listings in supermarkets because of the various fees charged
by supermarkets. These include fees include listing fees, rebates, promotional and advertising
fees, growth incentives, and early settlement fees. There is also intense competition for shelf
space in supermarket chains. Majority of the black wine brands are not yet established brands in
South Africa and they do not yet have a trackrecord of strong sales. If black brands go on
shelves and do not sell, they get de-listed and this is costly for a producer. To list with
supermarket chains, a producer must have a strong brand and maintain high quality.

To export, producers need to comply with international buyers demands to comply with social,
ethical and environmental standards. These are costly, and the downward pressure on South
African wines squeezes producers’ margins. For new entrants to get exposure to these markets,
they also need support to strongly market and promote their brands in these countries
physically through trade shows and promotions.

The following include key broad industry challenges that adversely impact on SME's
participation.

Shortages in supply of glass bottles exacerbated by the single main producer halting its
expansion plans during Covid-19 due to low demand because of the alcohol sales ban has pt
upward pressure on the price of a key input. Although the expansion is now continuing, it will
take time for the supply constraint to be eased.

From a supply chain perspective, the industry has been experiencing shipping challenges
worsened by the pandemic. During the pandemic, 60% of the world’s shipping containers were
reportedly held up in the USA. Demand and supply of containers was skewed, resulting in
shortage of containers. This caused delays of 3-4 weeks on certain routes. Delayed shipping has
led to exported wine not getting on supermarket shelves on time reducing the competitiveness
of South African wine.

Closely related to shipping challenges are the high levels of congestion and delays at South
Africa’s main ports. Stack dates for containers are 7-10 days long instead of 3 days, and the port
is closed for many days due to bad weather. This contributes to a lack of availability of
containers for export shipments, especially in fruit season when fresh fruit gets priority. There
is a lack of alternatives for wine producers, with Saldanha Bay harbour still closed, and road
freight to Windhoek harbour being prohibitively expensive. Given these challenges, shipping
lines are avoiding the African route as it is more expensive than others.





