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EXECUTIVE SUMMARY

Introduction

The “Empowering Smallholder Farmers In Markets” (ESFIM) is planned as a collaborative partnership for policy research by IFAP (and its national FOs) and ECART. It is funded by IFAD, AgriCord and CTA. It is a 3-year programme (2009 – 2011) to reflect, learn and solve problems through necessary research that would ease market access for smallholder farmers. 11 countries, including South Africa have been nominated for ESFIM projects. ESFIM Programme objectives are to:

· Strengthen smallholder farmers and their representative organisations to be better able to adapt and respond to dynamic global and local changes in agricultural marketing systems
· Enhance capacity of farmer organizations in proactively lobbying for:
· More enabling policy and regulatory environment
· Development of institutions/formal arrangements to improve market efficiency and improve farm profitability
· Interventions/programs to assure access by smallholder farmers to remunerative markets 
The proposed Action Research methodology of ESFIM is deemed the appropriate support required by the National Farmers’ Organization members of IFAP. It will involve 3 forms of research: Collaborative, Comparative and Learning in action. It is aimed at attaining the following ends: 

· Farmer-driven agenda
· Practical outputs relevant to farmers’ needs
· Contextual – reflect national/sector conditions
The goals of the ESFIM programme are consistent with a number of initiatives by Government, private sector and NGO/donors in the country which are aimed at improving the functioning of agricultural markets to the benefit of poor smallholder farmers. Recent work of government market support institutions, including the ComMark trust have targeted this area of development facilitation, and have adopted a new strategic approach to the opening up of market access to the poor, entitled Making Markets Work for the Poor (MMW4P).  

The ESFIM SA Country Paper describes the programme to be implemented in South Africa, and outlines the background against which the programme was initiated. The main task of the paper was to describe the South African agricultural economy; the development context which defines the issues of particular interest to smallholder farmers; the current status of smallholder farmer participation in the agricultural markets of South Africa; and lessons that can be learnt from recent breakthrough smallholder farmers have made to formal agricultural markets in other parts of the world. The paper also discusses the role of farmer organisations, especially the National African Farmers Union’s (NAFU) in implementing it as well as their capacity constraints and how these are to be addressed. It is a key input for a national workshop for stakeholders to define the research agenda for ESFIM. The paper is expected to cover the following key questions:

· Where is poverty located in South Africa?

· What are the major South African development challenges?

· What is the importance of agriculture in South Africa’s development process?

· What are the major features of the enabling environment for organizations and institutions that empower smallholder farmers in markets?

· What regulatory framework permits economic farmer organizations to establish themselves and take up economic activities?

· How has the present PO-sector emerged in time?

· Is the political openness sufficient for the empowerment of South African smallholder farmers in markets?      

Performance of the SA Agricultural sector 

While the performance of the South African smallholder agricultural sector is mediocre, the commercial agricultural sector is developed and can hold its own in the global market place. For example, in 2005 export values, South Africa could boast of some winning products: avocado (1st), clementines (1st), grapefruit (2nd), table grapes (3rd), plums (3rd), pears (5th). South Africa’s comparative and competitive advantage in the production of a wide range of products is derived from a wide range of factors, including the wide scope of agro-ecological zones, sound economic fundamentals, developed production and marketing infrastructure and institutional structures and well organised and resourced producer associations (FOs).  

Value addition in Agriculture (including Fishing and Forestry) was R27,4 billion in 2000, and increased gradually to R29,6 billion in 2005. The annual contribution of the Agriculture (including Fishing and Forestry) and Agricultural Related Manufacturing sectors to national GDP was about 3% and 7%, respectively, between 2000 and 2006. While primary agriculture’s contribution seems minimal, the annual contribution of the Agricultural Related Manufacturing to total value addition in the Manufacturing sector was about 40%, declining slightly between 2000 and 2006. The mean annual growth rate of Agriculture between 2000 and 2006 was a meagre 0.03%. However, annual growth in the Food, beverages and tobacco and Wood, paper and printing sectors was about 2.79% and 3.67%, respectively, over the same period.

The government of South Africa pursues agricultural development goals in the context of agriculture’s contribution to the ASGI-SA targets of 6% growth, and of halving unemployment and poverty by 2015. Recent work by the Monitor Group (2006) and KAA (2008) have identified the following agricultural commodities as top of its priority for development, which therefore have to become important to smallholder farmer project development: 

Group A: beef cattle, poultry, maize, milk, vegetables, sheep and goats, potatoes, sugar cane, pigs, subtropical fruits and sunflower seed. 

Group B: Citrus fruits, deciduous fruits, forestry, eggs, wine/grapes, cotton, floriculture, ostrich products, roibos and honey bush teas, tobacco, soya beans, wool, lentils and nuts.

SA’s Dual agricultural development strategies and performance of smallholder agriculture

 The agricultural development history of South Africa shows how 2 types of development policies were pursued in the former black and former white sectors of the country. Commercial agricultural farming and smallholder farming strategies were pursued in the former Republic of South Africa (RSA) and former homelands, respectively. While commercial farming took off in the former RSA under massive government support and established a modern competitive agricultural sector, smallholder farming was consigned to the former homelands of South Africa and remained largely underdeveloped and uncompetitive. This can be seen when incomes in 2000 (available from the Agricultural Census of 2000 (StatsSA, 2002)) are compared for the different agricultural commodities in the former RSA (white commercial farmers) and former homelands (black smallholder farmers), respectively: Livestock and poultry (R23, 711 million and R357 million), Cereals, tubers and root crops (R288,945 million and R2, 068 million), Vegetable crops (R12, 517 million and R332 million), Fruit crops (R21, 885 and R288 million). Income from Livestock and poultry and Cereals, tubers and root crops in the former homelands was only 0,015% and 0,007%, respectively, of that in the former RSA in 2000.

Disparities in development support farmers in the former RSA and former homelands receive can be seen in the level of access the two categories of farmers had to various types of farm infrastructure, respectively: water for irrigation (52% and 11,1%), telephone services (64% and 9,5%), electricity for farming (66,5% and 12,8%) and road from farm to market (68,5% and 9,6%).

Prioritization of government intervention to smallholder agriculture

South African government intervention in smallholder agriculture occurs in the context of limited resources in the face of wide ranging of support needs. This led the Monitor Group (2006) to prioritize the main development constraints/needs of farmers, using the criteria of (1) the relative impact of these constraints on Economic Growth and socio-political initiatives and (2) the relative ability of government to change/influence the particular constraint. Of all the constraints to farming and farmer development, constraints of top priority to smallholder farmers were identified as:

· The slow pace of land reform

· Limited access to marketing channels and local markets

· Limited extension support

· Limited access to capital

· Limited agricultural and business skills development    

Appropriate Support to SA smallholder farmers

Recent review of government’s Land Reform programmes and the Comprehensive Agricultural Support Programme (CASP) came up with the following conclusions:

· Only a comprehensive farmer support service system that is able to address all the support needs of farmers, both pre- and post-settlement, will make land reform and other smallholder farming projects sustainable in South Africa 

· Smallholder farmers ought to be able to access these services at a one-stop Service Support Centre that is located in close proximity to the farmers 

· Smallholder farmers have to be organized into associations/cooperatives to be able to access all of these services successfully and on time. NAFU has a leading role in farmer organization, but this will require an effective methodology such as PEA, proven effective by Limpopo Department of Agriculture’s BASED programme

· Effective organization and delivery of this service support system is the joint responsibility of the departments of Land Affairs (DLA) and Agriculture (DoA), delivering through local delivery structures implemented in collaboration with Local Municipalities and all relevant government institutions, commercial agricultural industry role players and relevant NGOs/donors 

· The establishment, delivery and funding of such a support system requires the oversight responsibility of the national and provincial governments, requiring the establishment of National, Provincial and Local Intergovernmental Forums to function at the respective levels of government. 
· DoA and DLA joint support of new projects in a single Land and Agrarian Reform Implementation Programme (LARIP) is crucial.

Current status of smallholder farmer market participation

The few market-orientated smallholder farmers acting individually, through smallholder commodity associations/ cooperatives or through the previously white only commodity associations operate on the existing agricultural markets that have been developed over many years in the country. Most of the latter commodity association belong to Agri-SA, who currently supports the new smallholder farmer development efforts of its members. The following are the main markets where smallholder farmer participation is known:

· Local fresh produce markets   

· Fresh produce export markets

· Canning tomato contract farming

· Smallholder wool farmers 

· Sugarcane contract farming

South African institutions working for smallholder farmer market access 

In addition to the transformation programmes of the former white-only commodity associations (and their mother body AgriSA), a number of governmental and donor funded programmes are afoot in the country that have been working at improving smallholder market access, notable at national level is the work of Department of Agriculture, Office of the President, National Agricultural Marketing Council (NAMC), ComMark Trust, Ebony Consulting International (ECI) Africa, Agri-SETA and Perishable Products Export Control Board (PPECB). 

Conclusion

In spite of its challenges, a number of recent studies agree with the national Department of Agriculture (DoA) that the agro-food sector remains one of the priority sectors of the South African economy, because of its current and potential contribution to GDP and the growth and development of the South African economy. Additionally, the broader agro-food sector will remain a priority sector because of its place in national food security, as well as its potential socio-economic impact through the safeguarding of household food security in the rural and peri-urban areas where poverty is a pervading problem. In addition, smallholder farming is yet to take its place in contributing effectively to the agricultural economy and the development of South Africa and its people. 

Although black smallholder farmers in theory have equal access as their white commercial farmer counterparts to the nation’s local and export markets, quality and quantity constraints have kept smallholder farmer participation in these markets below 2% (in most cases below 1%). A number of governmental and donor funded programmes are afoot in the country that have been working at improving smallholder market access which the ESFIM Programme in South Africa should take advantage of. The ESFIM Programme would contribute to the national development agenda of the country if it is successfully implemented in the country. This will require the successful collaboration and leadership of South African smallholder farmers with IFAP and all relevant local stakeholders to develop and implement a successful action research programme.  

1. INTRODUCTION AND BACKGROUND

The “Empowering Smallholder Farmers In Markets” (ESFIM) is a farmer-driven programme of the International Federation of Agricultural Producers (IFAP) in response to global changes in agricultural marketing systems which have significantly impacted on the farm sector in South Africa. It is being implemented in collaboration with the European Consortium for Agricultural Research in the Tropics (ECART). The programme is being co-funded by AgriCord and the International Fund for Agricultural Development (IFAD), with additional funding being provided by the Netherlands-based Technical Centre for Agricultural and Rural Cooperation ACP-EU (CTA).

The goals of the ESFIM programme are consistent with a number of initiatives by Government, private sector and NGO/donors in the country which are aimed at improving the functioning of agricultural markets to the benefit of poor smallholder farmers as illustrated by the quotation from a recent ComMark Trust study on the subject in support of the attainment of ASGISA targets: “To tackle poverty, we need to make markets part of our development strategy. Rather than protecting the poor from the markets, we should make markets work for them. This approach of ‘making markets work for the poor’ – which has become known by its acronym, MMW4P – is being adopted by leading international development agencies. We believe it could help to move millions of South Africans out of poverty” (Centre for Development and Enterprise, 2006).

This paper describes the programme to be implemented in South Africa, and outlines the background against which the programme was initiated. The main task of the paper is to describe the South African agricultural economy; the development context which defines the issues of particular interest to smallholder farmers; the current status of smallholder farmer participation in the agricultural markets of South Africa; and lessons that can be learnt from recent breakthrough smallholder farmers have made into formal agricultural markets in other parts of the world. The paper also discusses the role of farmer organisations, especially the National African Farmers Union’s (NAFU) in implementing it as well as their capacity constraints and how these are to be addressed. It is a key input for a national workshop for stakeholders to define the research agenda for ESFIM. The paper is expected to cover the following key questions:

· Where is poverty located in South Africa?

· What are the major South African development challenges?

· What is the importance of agriculture in South Africa’s development process?

· What are the major features of the enabling environment for organizations and institutions that empower smallholder farmers in markets?

· What regulatory framework permits economic farmer organizations to establish themselves and take up economic activities?

· How has the present PO-sector emerged in time?

· Is the political openness sufficient for the empowerment of South African smallholder farmers in markets?      

1.1 PROGRAMME BACKGROUND

Agricultural marketing systems in most developing countries, including South Africa, have changed as a result of globalisation, liberalisation and the development of biotechnology. For instance, since the 1990s, governments have shifted from direct management of markets to increasingly relying on indirect regulation to drive increase in agricultural productivity and output (WDR 2001). Direct support, often in the form of subsidised inputs and services has been replaced by policies that aim to “make markets work for the poor”. 

The changes have created new market opportunities for the private sector in agricultural trade. Well-capitalised multinational companies and retail chains have emerged as very important players in agricultural value chains in both developed and developing countries. In many commodity-dependent developing countries, these companies have displaced parastatals and local private traders in the agricultural export trade as well as in input distribution. 

However, the changes in agricultural marketing system, which are set to continue in the foreseeable future, create significant access challenges for smallholders, including the following:

a) More stringent quality and other standards due in part to growing consumer concerns about food safety, the environment and ethical issues.

b) Costly standards certification and enforcement systems that often lead to the exclusion of smallholder producers from accessing markets for HVAs.

c) Bulking difficulties which limit regular supply of economic volumes by smallholders as well as increase transaction cost because of increased uncertainty regarding contract performance.

d) Increased variability in prices and often very limited opportunities to hedge against price risk. 

The first two challenges tend to raise access barriers that exclude smallholder farmers, while the third and the fourth respectively reduce their competitiveness and long-term sustainability as farm enterprises. In many cases, missing or inaccessible market-supporting institutions that improve marketing efficiency and enhance producer incentives contribute to weak capacity of smallholder farmers to exploit remunerative market opportunities. 

The pressures driving change in agricultural markets have also impacted on the form and functions of farmer organisations. Traditional farmer organisations, such as the government-led sponsored cooperatives have become marginalised following the dismantling of state-led “single channel” produce marketing systems in which they were key players in supplying inputs, enforcing quality standards and assuring farmers of a market outlet and predictable prices. New forms of farmer organisations have emerged, many of them promoted by NGOs, donor-funded projects and the private sector. They tend to focus on primary/grassroots organisations which link farmers to markets but are less effective in policy advocacy due to insufficient attention being paid to strengthening apex structures. Governments have, in many cases, been slow to effect legislative reforms which will boost the new forms of farmer organisations. 

It is apparent that the future and prosperity of smallholder farmers depends on how their organisations can help them overcome barriers to remunerative but highly competitive markets. It is further recognised that there is need to strengthen the capacities of farmer organisations in most developing countries if the goal of empowering smallholder farmers is to be achieved. 

1.2 OBJECTIVES OF ESFIM

IFAP initiated ESFIM with the goal of strengthening the capacities of farmers’ organisations in developing countries to facilitate access by their smallholder members to markets through the creation of an enabling policy and regulatory environment as well as effective economic organisations. The programme is intended to generate demand-driven action research supportive to the activities undertaken by farmers’ organisations within the IFAP network in proposing changes in the institutional and legislative context in order to strengthen their economic organisation as well as foster market institutions that empower smallholder farmers in markets.

To achieve this goal, the programme has the following specific objectives:

· Assist a number of national farmers’ organisations in developing countries with formulating feasible, evidence-based propositions for changes in key elements in the institutional environment that will enable effective marketing strategies for smallholders. This will occur under what is termed the Collaborative Research.

· Support farmers’ organisations with information and through learning processes on innovative and replicable policies and institutional arrangements that empower smallholder farmers in markets through the study of and reflection on relevant market empowerment initiatives drawn from both industrialised and developing countries – referred to as Comparative Research.

· Facilitate learning by national farmers’ organisations to enable them to use evidence-based information to increase their capability to influence the lobby agendas and policy and market processes related with smallholder farmers’ access to markets. This component of the programme is referred to Learning for Action.

1. SOUTH AFRICA: THE COUNTRY CONTEXT 

Post-apartheid South Africa has emerged as one of the most influential democracies in Africa. It has a population of over 47 million, 29.2% of who are 14 years or below and 65.5% within the age range of 15 – 65 years. People aged over 65 years represent 5.3% of the population. Compared to the rest of Africa, South Africa’s population growth rate is quite low, estimated at 0.8% per annum. 

The country is multi-ethnic and multi-lingual, with the dominant black population representing about 79% of the total population. Whites, coloured and Asians represent 9.6%, 8.9% and 2.5% of the population respectively. The widely spoken languages are Zulu, Xhosa, Afrikaans, Sedepi, English, Setswana, Sesotho and Xitsonga. The migrant population has also been rising in recent years, especially with migrants from Zimbabwe and Botswana, an issue which sometimes leads to social tensions especially as unemployment is high, estimated at about 24%. 

The AIDS pandemic is one of the major health challenges facing the people and government of South Africa, with prevalence rates estimated at over 20% of the adult population (one of the highest in Africa).  South Africa is a parliamentary democracy, with the African National Congress having an overwhelming majority in parliament. The country has a strong and independent judicial system and free press. 

South Africa, which is at the southern tip of Africa, has total land area of over 1.2 million square kilometres. Only 12% of the land is arable land and close to 15,000 square kilometres of the cultivated land is irrigated. It enjoys sub-tropical conditions along the coast and semi-arid conditions in most parts of the country. Hence, climate change, which may cause temperatures to rise and reduce rainfall, is likely to put severe pressure on the country’s scarce water resources with profound implications for agriculture and food security
.

South Africa is a middle-income economy with GDP per capita of about US$9,700 (based on purchasing power parity). The country is endowed with mineral resources including gold, platinum, chromium, coal, iron ore, manganese, antimony, phosphates, tin and uranium. Minerals constitute a major share of South Africa’s exports and it is the world’s largest producer of gold, platinum and chromium. However, the economy is highly diversified with the services sector being the predominant sector and accounting for about 65% of GDP. Industry and agriculture represent 26% and 9% of GDP respectively. The major industries include automobile assembly, metalworking, textiles, iron and steel, chemicals, fertiliser and commercial ship repairs. 

South Africa has well-developed financial, legal, communications, energy, and transport sectors. The depth of development of its financial sector is demonstrated by its stock exchange being ranked as the 17th largest in the world. Compared to the rest of Africa, the country has modern physical infrastructure – including road and rail network – these support efficient distribution of goods to major urban centres and throughout the region. These endowments as well as a stable macroeconomy have contributed to the robust GDP growth which the country has enjoyed since 2000. Macroeconomic stability has been achieved in part through a conservative but pragmatic fiscal policy, focusing on controlling inflation, maintaining a budget surplus, and using state-owned enterprises to deliver basic services to low-income areas as a means to increase job growth.

However, unemployment remains high and strains on its infrastructure have constrained growth. For instance, in 2007, South Africa began to experience an electricity crisis because the state power supplier Eskom suffered supply problems with aged plants, necessitating "load-shedding" cuts to residents and businesses in the major cities. Daunting economic problems remain from the apartheid era - especially poverty and lack of economic empowerment among the disadvantaged groups. 

2. SOUTH AFRICA’S AGRICULTURE SECTOR 

3.1  OVERALL PERFORMANCE OF SA AGRICULTURAL SECTOR

South Africa, during the apartheid era pursued an import substitution agricultural development policy that ensured the protection and development of agricultural industries deemed of national food security importance. In addition to its well developed staple food industries (including the livestock industries), South Africa is a major global player in a number of products, mainly citrus, deciduous and subtropical fruit products, at both primary and secondary production levels. At primary production level, South Africa is a major global exporter of the following products, as per global market ranking (see Table 1): avocados, clementines, ostrich products, grapefruits, table grapes, plums and pears.

Table 1: South African Agricultural Export Performance
	Export Item
	South Africa’s world ranking

	Avocados
	1st

	Clementines
	1st 

	Ostrich products
	1st 

	Grapefruit
	2nd 

	Table grapes
	3rd 

	Plums
	3rd 

	Pears
	5th


Source: DTI (2007)

In terms of value the top 5 agricultural export products in 2004/05 included 4 products from the fruits subsectors (Table 2).

Table 2: High value agricultural export products (2004/05)

	Subsector
	Value (Rm)

	Wine
	3 675

	Citrus fruit
	3 149

	Grapes
	1 927

	Apples, pears, quinces
	1 810

	Sugar
	1 515 


Source: DoA (2007)

At the secondary production level, South Africa as well enjoys prominence in the production and export of products like wine, sugar, fruit juices and canned deciduous fruits. South Africa is ranked second in total export volume of canned deciduous fruits and also in the export of individual canned products like apricots, pears and cocktail fruits. While the agribusiness sector on the whole is rated marginally competitive at the global level, a study by Van Rooyen et al (2006) rated the following products as very competitive: wheat and maize flour, oil of maize, sunflower and groundnuts, cigarettes, essential oils, juice of orange, apple, pineapple and grape, dry apricots and onions, canned pineapple, scoured wool, etc.   

A recent study of KAA (2008b) looked at the performance of the agricultural sectors and its downstream value addition, in the context of their contribution to the national GDP. In the discussion, the agro-processing sector is classified as (1) Food, beverages and tobacco; (2) Textiles, clothing and leather goods; (3) Wood, paper, publishing and printing; and (4) Furniture and other manufacturing subsectors, and in line with Statistics South Africa’s (StatsSA) industrial classification and data gathering systems.    

In Figure 1, value addition in Agriculture, Fisheries and Forestry (R27.2 billion in 2006), the primary production sector, and that of Food, beverages and tobacco (R28.9 billion in 2006) sector are very similar in value and performance, both declining in trend between 2000 and 2006. The primary sector has a slight edge over the Food, beverages and tobacco sector over the period, except for 2006. The contribution of each of the 2 sectors to national GPD declined slightly over the period under study, from about 3% to a little over 2%. 

The Agriculture (including forestry and fisheries) and its downstream value addition (i.e. agriculture related manufacturing industries) as a composite, contributed about R151.5 billion to the country’s GDP in 2006, thus 8.7% of the national total. Agriculture related manufacturing industries (as a whole) and Food, beverages and tobacco subsectors, contributed 38.1% and 17.7% respectively, to total manufacturing sector value addition. The detailed analysis of agriculture and its related manufacturing industries was undertaken to show the sector’s contribution to GDP and to Manufacturing sector value addition at constant 2000 prices.
[image: image1.emf]0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

40.0%

45.0%

2000 2001 2002 2003 2004 2005 2006

% Contribution

Agriculture and Related Manufacturing Industry Value Contribution to GDP and to Manufacturing Value (at constant 

2000 prices)

Agriculture, Forestry & Fishing Contribution to GDP  

Agriculture & Agriculture Related Manufacturing Industry 

Contribution to GDP

Agriculture Related Manufacturing Industry Contribution to 

Manufacturing Sector

Food, beverages and tobacco Contribution to Manufacturing

Agric Related Manufacturing Industries Contribution to GDP

Food, beverages and tobacco Contribution to GDP


Fig 1: Value Addition of Agriculture and its Related Manufacturing Industries to GDP and Manufacturing Sector Value addition (at constant 2000 prices)

Source: KAA (2008b) based on data from StatsSA
The percentage contribution of South Africa’s agro-industy’s to national GDP is comparable to that of LMIC
 and UMIC
. The economic boom currently enjoyed by some developing countries (including Argentina, Brazil, Chile, Indonesia and Malaysia) is buttressed by growth in the exports of processed food. Figure 2 shows that the value addition of South Africa’s Agriculture Related Manufacturing Industries to GDP was 7% for the first 3 years and 6% for the next 3 years of the period under study – which is above average, compared to an average of 4.3% in LIC
 and 5% in LMICs and UMICs globally (Wilkinson and Rocha, 2008).  

KAA (2008b) also revealed (Figure 1) that as a sector and its downstream industrial value addition, the composite sector’s aggregate contribution to GDP has declined slightly from 9.9% in 2000 to 8.8% in 2006. The agro-industrial sector as a whole, with all its backward and forward linkages (inputs, primary production, processing), is estimated by DoA to contribute 15% to the national GDP (DoA 2007a).The contribution of the Food, beverages and tobacco industries to the manufacturing sector value addition remained around 15% throughout the period. Within the Agriculture related manufacturing industry, value addition in the Food, beverage and tobacco sector amounted to an average of about 39% over the period. This compares to a global average of over 50% in LICs and LMICs and about 60% for UMICs (Wilkinson and Rocha, 2008). Thus, other LMICs and UMICs are doing much better at Food processing (in comparison to total agro-industry) than South Africa, which implies room and need for expansion in South Africa’s Food processing sector. The contribution of Agriculture related manufacturing industries to value addition in the entire manufacturing sector hovered around 40% over the seven years. This also compares with the global average of 50% plus for LICs and 36% and 32% in LMICs and UMIC, respectively (Wilkinson and Rocha, 2008).  

[image: image2.png]ANNUAL VALUE ADDED BY AGRICULTURE & AGRO-INDUSTRY
AT CONSTANT 2000 PRICES (R BILLION)

m Agriculture, Forestry & Fishing m Food, beverages and tobacco
W Textile, clothing and leather goods W Wood, paper, publishing and printing

 Furniture and other manufacturing

2000 2001 2002 2003 2004 2005 2006 MAGR
(2000-2006)





Fig 2: Annual Value added by Agriculture and Agriculture Related Manufacturing Industries and Growth in Value addition

Source: KAA (2008b) based on data from StatsSA

While growth in the primary agricultural sector over the past seven years has ground to a halt, the agro-processing sector remains one of the priority sectors of the South African economy, because of its current and potential contribution to GDP and the growth and development of the South African economy. 

Will agriculture and agro-processing be able to contribute their quota to the national ASGISA growth target of 6%, and to the halving of unemployment and poverty by 2014? Growth in the primary agricultural sector, even before the current global recession had slowed down dismally, shedding badly needed jobs. Figure 2 reveals that while the primary sector is not growing, its manufacturing sector has grown, albeit modestly, over the period under study.  

Agriculture related manufacturing industries enjoyed average growth of 2.74% between 2000 and 2006, but the primary agricultural sector stagnated over the period, recording a dismal annual growth rate of 0.03%. Of the agriculture related manufacturing subsectors the textiles industry enjoyed the least growth (1.14% per annum) and the Wood and paper industry the most growth (3.67% per annum) over the period. The growth performance says that unless an agro-processing sector strategy introduces specific interventions geared at sector expansion and growth, the growth target of 6% will not be attainable, putting beyond reach the expectations of poverty alleviation and job creation.  

Looking back, the agro-processing sector shed jobs drastically between 1993 and 2005, as has primary agriculture, mining and other sectors of the South African economy.  While gross employee salaries rose in the agro-processing sector from about R1,4 billion in 1993 to about R2,6 billion in 2005 (at constant 2000 prices), the total number of employees dropped from about 244 000 to about 166 000 over the same period, in comparison to the formal agricultural sector employment of 451 000 people in 2006 (DoA 2007). There was a job shedding rate of about 2.7% per annum between 1993 and 2005. The only consolation is that sector annual productivity rose from about R93 000/employee to R161 000/employee over the period (DTI, 2006
). 

3.2 PERFORMANCE OF AGRICULTURAL SUBSECTORS

3.2.1 Gross Value Contribution and Growth of Subsectors

The agricultural sector’s economic performance may be misleading if viewed as an aggregate. A scrutiny of the performance of individual subsectors gives a clearer picture of the current and potential contribution of the sector to economic development, with respect to value-addition, and foreign exchange income, job creation, etc. 
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Fig: 3: Gross Value (2004/2005) and Percentage Gross Value Growth (1994/95 – 2004/05) of Agricultural Products  

Source: Monitor Group (2006)

In Figure 3, the Monitor Group (2006) presents the economic value and growth matrix for the main South African agricultural subsectors. A product category is classified as large (>R3.5 billion), medium (R1.5 billion – R3.5 billion) or small (R0 – R1.5 billion), based on its value in 2004/05. The percentage growth in gross value of subsectors was also measured by historic performance between 1994/95 and 2004/05. 

The performance of the fruits and livestock subsectors were examined in a recent study by Kojo Aihoon & Associates (KAA, 2008b) and may be used as prime examples here, being main subsectors in the prioritized Group A. While subtropical fruits and nuts enjoyed substantial growth of about 14% and 12%, respectively, over the period, they remained small in gross value, subtropical fruit at about R1,3 billion in 2004/05. Products like citrus fruit (R3,7 billion), deciduous fruits (R4,5 billion), beef (R7,4 billion) and poultry (R10,5 billion) were all categorised by 2004/05 gross value performance as large subsectors. These products have also enjoyed substantial growth over the period: citrus (15%), deciduous fruits (10%), beef (10%) and poultry 10%).

In Figure 4 KAA (2008b) further compares the 5 subsectors in terms of gross value and percentage contribution to total agricultural production value for the past 11 years (1996/97 – 2006/07). Chicken meat (Fowls slaughtered) was valued at about R14 billion in 2006/07. It is consistently the biggest sub-sector in terms of its contribution to total agriculture value (at contributions of between 13% and 17%).  Deciduous fruit
 was the second largest from 1996/97 until 2004/05 after which it was overtaken by beef (cattle and calves slaughtered). Cattle and calves slaughtered was valued at over R12 billion and deciduous fruits at about R9 billion in 2006/07. At a contribution of between 1% and 2%, Subtropical fruit has remained the smallest of all the sub-sectors included in the comparison. Citrus fruit was valued at above R3 billion and subtropical fruit at about R1,7 billion in 2006/07.
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Figure 4: Comparing Livestock and Fruit subsector production values and value contributions to agriculture

Source: KAA (2008a) based on Calculations from DoA (2008)

3.3 JOB CREATION POTENTIAL IN SA AGRICULTURE

In Figure 5 the Labour/capital intensity of different sectors of the South African economy is compared, using the labour/capital ratio, a measure of a sector’s labour absorption per unit of capital investment in production. Agriculture has the highest labour/capital input ratio at 7.9, indicating that the sector is more labour intensive per Rand of capital investment. In comparison the Food processing sector (at 5.2) falls behind primary agriculture.
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Labour Multiplier = ∆Employment/∆Production; Capital Multiplier= ∆Capital Stock/∆Production  

Fig 5: Labour/Capital Multipliers in South African economic sectors compared 
Source: Monitor group, 2006, citing Conningarth Economists.

Food processing, on the other hand, although a manufacturing industry, is more labour-intensive per Rand of capital investment than Gold mining (at 3.3). Clothing and Furniture sectors are next to agriculture at ratios of 7.0 and 6.7, respectively. Thus, agriculture (including forestry and fishing) and its downstream agro-processing sectors are more labour intensive per capital investment than other economic sectors. As typical subsectors, beef (cattle and calves slaughtered), poultry (including eggs), citrus fruits, subtropical fruits and deciduous fruits have high employment potential. The Monitor Group (2006) study ranked the 5 (among others like potatoes, milk, pigs slaughtered, sheep and goats slaughtered, viticulture, vegetables and wool) in Position 1 (i.e. high labour intensity). Thus, among agricultural subsectors (and the other economic sectors) of the country, the 5 have some of the highest number of employees per hectare. In terms of the relative number of people employed in relation to production output – estimates based on output value and the direct labour multiplier – the 5 examples were ranked among the 20 main agricultural subsectors by the same study as in Table 3 (KAA, 2008b):

Table 3: Employment performance of 5 main subsectors compared

	Subsector
	No. of Employees

	No. of Dependants@
	Rank


	Deciduous Fruits
	60 000
	400 000
	2

	Poultry
	77 000
	508 000
	3

	Citrus Fruits
	80 000 + 40 000 man-yrs of seasonal labour
	528 000
	6

	Cattle and Calves slaughtered
	
	
	7

	Subtropical Fruits
	13 100*
	86 000
	13


@
Estimated at 6.6 dependants/employee   


* 
As per available statistics only

13
Industry statistics of employee numbers was not complete for most subsectors, and numbers provided in the table above were the available figures, sometimes based on totals for certain sub-industries. These figures are indicative only. The numbers of dependants in the table are estimates based on an average of 6.6 dependants per employee. 

3.4 GEOGRAPHIC DISPERSION OF AGRICULTURAL PRODUCTION

Tables 4 and 5 were drawn from the results of the 2000 Agricultural Census. The census data is important because, for the first time, data for the entire South African agricultural sector was gathered - covering commercial agriculture in the former Republic of South Africa (RSA) designated regions as well as smallholder agriculture in the former homelands. Although gathered in 2000, data such as number of farming operations and production volumes are both indicative and informative of the level of production activity in the various provinces for the various product categories/subsectors. These statistics indicate the geographic dispersion of subsector production activities for both commercial farming and smallholder farming. The current occurrence of production for the various subsectors (and component products) indicate agro-ecological suitability for the production of specific products. This information is useful for the regional planning of new agricultural development projects (and product marketing programmes) targeting specific enclaves of rural poverty - for example, the strategic approach taken by government’s Proactive Land Acquisition Strategy (PLAS). 

The census confirmed that cattle and poultry keeping occur in all provinces (Table 4), and that they are major agricultural activities, especially in the former homelands. The provinces with the highest number of cattle and poultry keeping operations were those that currently house the former homelands. In descending order, the numbers of cattle and poultry keeping operations, respectively, were as follows: Eastern Cape (158 000 and 215 000), KwaZulu Natal (68 000 and 80 000) and Limpopo (49 000 and 94 000). Following to a lesser extent were Northwest (23 000 and 18 000), Free State (15 000 and 18 000) and Mpumalanga (13 000 and 16 000). The successful development of these livestock operations therefore has the potential to improve household food security and incomes across the entire country, and has the potential for greatest impact in these 6 provinces. As is discussed later during the subsector analysis, the number of farming operations in production of a given product is not synonymous with production volumes, because most of the farming operations in the former homeland areas were small farmer operations with low production output. Significant production output is done by commercial farmers, and the provincial distribution of commercial farmers looks quite different from the statistics given above. For poultry, the least numbers of commercial producers were found in Eastern Cape, Northern Cape and Limpopo (see chapter 4).   

Table 5 revealed that at the time of the survey, while one or another type of fruit was produced in every province of the country, agro-ecological conditions in some provinces favoured the production of one category of fruits over others. Mpumalanga, followed by KwaZulu Natal or Limpopo were the leading producers of subtropical fruits. There were a few exceptions: Limpopo was the leading producer of mangoes and pawpaw; Western Cape was the leading producer of guava and Eastern Cape the leading producer of pineapples. Overall, the main producers of subtropical fruits were Mpumalanga, Limpopo, KwaZulu and Eastern Cape.

	Table 4: Number of farming operations keeping livestock by type of livestock and province

	
	1000

	Livestock and their young
	Western Cape
	Eastern Cape
	Northern Cape
	Free State
	KwaZulu Natal
	Northwest
	Gauteng
	Mpumalanga
	Limpopo
	South Africa

	Angora Goats
	1
	8
	0
	1
	4
	0
	-
	2
	3
	20

	Beef Cattle
	7
	158
	2
	15
	68
	23
	0
	13
	49
	331

	Dairy Cattle
	3
	71
	1
	17
	24
	9
	0
	1
	2
	129

	Donkeys
	0
	14
	0
	0
	2
	7
	-
	1
	8
	32

	Game
	1
	0
	1
	0
	1
	0
	-
	0
	1
	5

	Horses
	1
	34
	2
	5
	4
	5
	0
	1
	0
	51

	Ostriches
	2
	1
	0
	1
	0
	1
	0
	0
	0
	6

	Other goats
	2
	130
	1
	1
	45
	18
	-
	4
	63
	264

	Pigs
	1
	147
	0
	6
	6
	3
	0
	3
	17
	183

	Poultry
	1
	215
	1
	18
	80
	18
	0
	16
	94
	444

	Others
	0
	1
	0
	0
	0
	0
	-
	0
	1
	3

	At least 1 type of livestock/poultry
	13
	306
	7
	33
	122
	40
	1
	24
	152
	698


Each farming operation with livestock or poultry could keep one or more types of livestock or poultry, therefore the sum of farming activities cannot be related to the number of farming operations.

- 
Not applicable

0
More than nothing but less than 500

Source: StatsSA (2002)

	Table 5: Quantity of fruits harvested by province 

	
	Tons

	Type of fruit/nut
	Western Cape
	Eastern Cape
	Northern Cape
	Free State
	KwaZulu Natal
	Northwest
	Gauteng
	Mpumalanga
	Limpopo
	South Africa

	Subtropical Fruits
	
	
	
	
	
	
	
	
	
	

	Avocado
	-
	22
	-
	-
	8 718
	-
	-
	157 999
	7 773
	174 513

	Bananas
	-
	1 597
	-
	-
	27 053
	-
	-
	240 941
	3 248
	272 839

	Guavas
	28 747
	2 606
	-
	-
	173 
	-
	-
	27 213
	1 852
	60 592

	Litchis
	-
	-
	-
	-
	521
	-
	-
	2 521
	916
	3 959

	Mangoes
	-
	56
	-
	-
	1 592
	9
	-
	269
	39 046
	41 871

	Pawpaw
	-
	262
	-
	-
	762
	-
	-
	28
	1 496
	2 548

	Pineapples
	-
	78 794
	-
	-
	-
	-
	-
	-
	69
	78 863

	Tree nuts
	-
	-
	-
	-
	6
	-
	-
	438
	969
	1 413

	Oranges and Other citrus
	195 784
	1 131
	44 154
	1
	233 383
	20 467
	-
	122
	1 852
	496 894

	Deciduous Fruits
	
	
	
	
	
	
	
	
	
	

	Apples
	1 205 377
	41
	-
	257
	28
	-
	-
	2
	16
	1 205 721

	Grapes
	1 441 570
	3
	434 668
	58
	15
	-
	-
	22
	213
	1 876 548

	Peaches
	198 213
	2 264
	-
	3 071
	186
	21
	-
	2 146
	2 770
	208 672

	Pears
	1 096 496
	3
	-
	152
	-
	-
	-
	-
	43
	1 096 693

	Plums
	112 186
	-
	-
	3
	3
	-
	-
	11
	418
	112 621

	Strawberries & other berries
	-
	59
	-
	1
	17
	-
	3 760
	49
	208
	4 095

	Watermelons & other melons 
	11 964
	10 402
	118 332
	1
	24
	110
	-
	90
	487
	141 409

	Other Fruit
	-
	1
	-
	82
	6 595
	-
	-
	-
	128
	6 806


- Not applicable 

Source: StatsSA (2002)

The main production centres for citrus fruits were KwaZulu, followed by Western Cape. Some amounts of citrus fruits, though, were produced in all the other provinces, except Gauteng.

The leading production centre (by far) for all deciduous fruit types was the Western Cape, followed to a lesser degree by Limpopo, Free State, KwaZulu Natal, Mpumalanga, Eastern Cape and Northern Cape. All provinces produce at least one type of deciduous fruit, except for Gauteng. 

3.5 THE IMPACT OF ENVIRONMENTAL CONCERNS AND CLIMATE CHANGE

Environmental concerns have become economic ones in most production activities, pollution control costs being internalized in the cost of production technology, etc. Most of such costs end up in the product price paid by the consumer, which could make products from countries with stricter environmental regulation and control less competitive against those with relatively lax controls. This is the latest argument producers in developed countries pose against imports from developing countries that usually have less strict environmental controls. This has the potential to affect all globally traded products from South Africa, especially in the fruits subsectors where South Africa is currently very competitive.

CO2 and other Green House Gas (GHG) emissions and climate change have assumed new positions of prominence in international trade since the ratification of the Kyoto Protocol in 1997. Developed countries that ratified the treaty have since managed to reduce carbon emissions, nonetheless global CO2 emissions have risen by nearly 35% over the period. This is blamed on the failure of developing nations to enforce environmental regulations. A new study in Environmental Science & Technology (ES&T) (DOI: 10.1021/es072023k) shows that current international trade involves as much as 5.3 gigatons (Gt) of carbon emissions, and that most of that trade is driven by consumption in developed countries, which have become net importers of carbon emissions. 

Lax enforcement of environmental regulations and lower production costs (as a result of abundant natural resources and cheap labour) in developing countries have prompted industrial nations to relocate or shift parts of their production to poorer countries, leading to "carbon leakage". Studies show that the US has “outsourced” its emissions to its trading partners, especially China, which incidentally is the source of the latter’s recent rapid economic growth (Rithu Chatterjee, 2008
). 

As if environmental pollution was not a sufficient price to pay, developed nations are pushing for new environmental trade barriers against developing nations. The new environmental trade barrier seeks to limit imports from developing nations based on carbon emission levels involved in the production and transportation/export of products. This export market constraint will be additional to compliance with domestic industry environmental standards which have its own accompanying production costs.

Of perhaps a greater environmental concern is the yet unquantified future impact of climatic change. It is expected that rainfall patterns will be drastically altered which would alter the agro-ecology and shift, limit or eliminate the production zones of various agricultural commodities, or increase the amounts of supplementary irrigation or temperature control required for production, etc. It is obvious though that with or without future climatic changes, the short supply of irrigation water in South Africa calls for government investment in the introduction of water saving irrigation technology, especially in the developing regions where flood irrigation is the norm.

On the other hand, the potential impact of climate change on agriculture is poorly understood and planned for because this impact is not fully understood and quantified, given the large number of variables involved, and the high variability of potential scenarios. The quantification and valuation of the potential impact and cost/benefits of increased CO2 emissions (CO2 fertilization) have been attempted for South Africa, often with indeterminate results.

For example, beef production will be affected by climate change through global warming and increased CO2 emissions. This is evidenced through the impact of higher CO2 emissions on grazing, as well as by the direct impact of climate change on the national cattle herd. CO2 fertilization is expected to impact positively on grazing land, by increasing net primary production (NPP). The estimated economic impact of NPP change in rangeland biomes (semi-arid sweet grassland, mesic sour grassland, savanna mixed grass and woodland) is indeterminate, ranging from a loss of R420 million to a benefit of R1 214 million per annum – on average a net benefit of between R191 million to R1 344 million per annum is expected for South Africa (Turpie et al, 2002
). Scientists expect instead of a net benefit, a net loss from NPP change in the western parts of the country where sheep pastureland will be negatively impacted. These biomes – namakaroo and succulent karoo shrublands – covering 26% of the country, will be negatively impacted due to increased aridity and the absence of CO2 fertilization. The economic cost of this negative impact on NPP in these biomes though, has not been quantified due to absence of data.

The predicted direct economic impact of climate change on the national herd has been estimated at a loss of 10% of national gross value of cattle and calves slaughtered. At the national gross value of R7,4 billion in 2004/05, this amounts to R740 million per annum in gross value loss. Gross margin in the industry is estimated at 30% to 60% of gross income (DoA: FS 2001 cited by Turpie et al, 2002). Assuming industry gross margin at 50% of gross income, the annual gross margin loss to the industry through animal herd loss will be estimated at R370 million per annum. 

3.6 CONSTRAINTS TO AGRICULTURAL DEVELOPMENT AND REQUIRED POLICY INTERVENTION

The following classification of farmer challenges was part of the said Monitor Group (2006) study. In Figure 6, farmer challenges have been classified into 3 categories: supply-side, demand-side and business-environment challenges. There are also 3 main categories of farmer challenges, those affecting all categories of farmers, those affecting the commercial farming sector (both established commercial farmers and emerging commercial farmers), and those affecting mainly small-scale farmers (or second economy farmers).   
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Figure 6: Classification of development challenges by farmer category

Source: Monitor Group (2006)

Analysts and observers of the agricultural sector believe that the focus of national and provincial agricultural departments on the development of emerging farmers has brought deterioration to the relationship between the commercial farming sector and the DoA. The industry AgriBEE charters, land restitution and other industry transformation initiatives such as minimum wage determinations, exchange rate volatility, and the inability to manage input costs have placed most agricultural export industries especially in an uncertain and vulnerable position. The pending change in the position of government on support service delivery to the developing sector, and the use of restituted land as collateral will be important to the easing of developing farmer access to essential finance and other services. The agricultural sector’s export development and trade promotion effort is fragmented. In most industries generic promotion of products on the local and export markets has been discussed for years but no real progress has been made. The negative impact of trade policy, trade tariffs and subsidies on competitiveness of products on the global market is important to all categories of farmers in the export industry. These are some of the important issues that should inform future government policy intervention in the subsectors under review. 

In the following matrix, the Monitor Group classified agricultural development challenges, prioritizing them for government intervention. The prioritization is in terms of relative impact on economic growth and socio-political initiatives, as well as in terms of the ease with which these challenges could be changed by government (and other) interventions (see Figure 7). According to the Group, the development challenges in the top right hand quadrant deserve top priority for government intervention because they have the highest potential impact on economic development and socio-political initiatives and the highest potential for change through government intervention.  
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Figure 7: Prioritization of Barriers to economic Growth and socio-political initiatives.

Source: Monitor Group (2006).


The development challenges deemed to be of highest priority were grouped as follows:

All Farmers

· Inadequate access to market information

· Limited availability and accessibility of water

1st Economy Commercial Farmers

· Limited focus on product and process innovation

· Inadequate focus on tapping new markets

· Limited innovation in risk management (including currency volatility, commodity prices, natural disaster) contributing to higher financial risk

2nd Economy Smallholder Farmers

· Slow pace of land reform and limited access to farmland

· Limited access to market channels (ESFIM’s target constraint)

· Limited extension support

· Limited access to capital

· Limited agricultural and business skills development

3.7 COMPREHENSIVE FARMER SETTLEMENT SUPPORT

A major pre-occupation of development practitioners (both governmental and non-governmental) in South Africa is how to make land reform projects sustainable, and in general, how to support the South African smallholder farmer’s production effort, to the point of profitable agricultural production. 

	PRE-SETTLEMENT SUPPORT
	POST-SETTLEMENT SUPPORT

	FARMER ORGANIZATIONAL DEVELOPMENT & FARM MANAGEMENT
	TECHNICAL AND ADVISORY SUPPORT (CPI/SERVICE PROVIDER)
	TECHNICAL AND ADVISORY SUPPORT (PROJECT)
	FINANCIAL SERVICES

	
	Beneficiary Identification & CPI Development
	Land Id. & Acquisition
	Project Settlement Planning
	Project Business Planning
	Project Implementation
	Production Inputs
	Mechanization
	Farm Infrastructure
	Off-farm Infrastructure
	Marketing Services
	Business Development Services
	Research & Technology Development
	Information & Knowledge Management
	Natural Resource Management
	Risk & Disaster Management
	

	
	TRAINING & CAPACITY BUILDING SUPPORT (LARIF STAFF/SERVICE PROVIDER/CPI)
	TRAINING & CAPACITY BUILDING SUPPORT (LARIF STAFF/SERVICE PROVIDER/FARMER)
	


Fig 8: The FSSP Service Support System

Source: Kojo Aihoon & Associates, 2008c

A number of recent studies have examined the question of the sustainability of land reform projects in detail, including PSC (2007), DLA (2007), SDC (2007) and KAA (2008c). DLA (2007), SDC (2007) and KAA (2008c) agree that: 

· Only a comprehensive farmer support service system that is able to address all the support needs of farmers, both pre- and post-settlement, will make land reform and other smallholder farming projects sustainable in South Africa

· Smallholder farmers ought to be able to access these service at a one-stop Service Support Centre that is located in close proximity to the farmers

· Smallholder farmers have to be organized into associations/cooperatives to be able to access all of these services on time successfully

· Effective organization and delivery of this service support system is the joint responsibility of the departments of Land Affairs (DLA) and Agriculture (DoA), delivering through local delivery structures implemented in collaboration with Local Municipalities and all relevant government institutions, commercial agricultural industry role players and relevant NGOs

· The establishment, delivery and funding of such a support system requires the oversight responsibility of the national and provincial governments, requiring the establishment of National and Provincial and Local Intergovernmental Forums to function at the respective levels of government. 

KAA (2008c) asserted further that given the past performance of the DoA and DLA at collaboration for the joint support of these projects, The Ministry of Agriculture and Land Affairs has to establish a single Land and Agricultural Reform Implementation Programme (LARIP) that pulls together in a single delivery structure the current support services of the two departments. Should the support need of the land reform farmer be considered as the most comprehensive – requiring both pre- and post-settlement support service needs - Figure 8 is a schematic representation of a proposed Farmer Settlement Support Package (FSSP), a system of support services that is holistically provided in a package and made accessible to each project from pre- to post-implementation of the project (KAA, 2008c
). Involving the provision of the entire range of pre- and post-settlement support services listed in the figure, the support system requires that accessibility to all component services is maintained until attainment of project sustainability. While the supply of each of the support services is deemed essential and important on its own, the emphasis is on simultaneous accessibility of the services to the projects. Common and cross-cutting to the system are 4 support services: (1) Technical and Advisory Services (including Mentorship), (2) Training and Capacity Building Services, (3) Farmer Organizational Development/Farm Management and (4) Financial Services, all of which are required for the successful application of each of the other support services (KAA, 2008c). 

During pre-settlement phase of project development, a proposed Land and Agricultural Reform Implementation Programme LARIP (a joint programme of Departments of Agriculture (DoA) and Land Affairs (DLA)) staff will give Technical and Advisory Support (including project facilitation and management support) to project Community Property Institutions (CPIs) and service providers hired to plan and implement the land reform projects - as currently done by DLA staff. In the same period on-going training will be offered to LARIP staff, CPI members and service providers to build their capacity for successful project development. Similarly, post-settlement service support, for example in Financial Services or Marketing Services should be offered simultaneously with both Technical and Advisory Support and Training and Capacity Building Support in these service areas, offered by agricultural Extension Services, designated Mentors or resource personnel from Commercial Agriculture or by the Service Providers offering the Financial and Marketing services. This way, support service delivery will not be disjointed, but holistically, systematically and therefore effectively applied. 

Another important cross-cutting service common to the entire support service system and essential to the demand-driven delivery of all the other services is Farmer Organizational Development, which is best instituted as both pre- and post settlement support. With the establishment of a local organization for farmers, farmers will be able to manage better pre-settlement services offered them by service providers, as well as access more effectively all the post-settlement services. Instead of departmental project managers leading the project development process, the organized and empowered farmers (at project and local farmer levels) lead the project development process, requesting and accessing services made available by FSSP. In production the role of the Farm Organization (CPI) is played by the Farm manager, who accesses and combines the support services at the right time and in the technically efficient combination to do profitable production. 

Financial services constitute another group of support services that impact on the project’s ability to access all other post-settlement support services. Access to adequate finance allows the project to access (the ability to buy in) all other needed production inputs and post-settlement support services (if not available from governmental or other subsidized sources).                 

For the reasons cited above, the 4 cross-cutting services (like the heart and blood vessels of the Blood Circulatory System) may be considered to be the most important of the total of 20 identified, because they either provide access to all other services or assist the accessing and effective application of the other remaining services to project production and development (see Appendix 1 for a detailed discussion of the FSSP).

3.8 SUBSECTOR PRIORITIZATION FOR INTERVENTION 

To optimise returns to government intervention effort in the agricultural sector and the resources committed to this effort, there is need to examine the main subsectors against a set of criteria that can be deemed relevant, to be able to prioritize those with the greatest potential to contribute to national development. In this regard we looked back at the recent work of the Monitor Group (2006), and our own discourse on the latter prioritisation work (Kojo Aihoon & Associates (KAA), 2008a). The KAA (2008a) approach to subsector prioritisation found the methodology and rigour of the Monitor Group (2006) work to be very relevant. KAA (2008a), however, found it necessary to examine further the aspect of prioritization criteria. We proposed an expansion and redefinition of some of the criteria used, beyond the Monitor Group’s criteria of Attractiveness, Competitiveness, Downstream Value Addition and Cluster readiness, by expanding the set criteria from 4 to 6. KAA (2008a) defined their preferred set of criteria as followings (Table 6):

Table 6: Defining Prioritisation Criteria for Agricultural Products 

	Criteria for Prioritization
	Basis for categorisation 

	1. Economic Growth Potential
	The assessment of the economic growth potential of a product category was based on its potential to contribute to economic growth, i.e. in value addition to GDP. This contribution may be currently large (R3.5 billion - R10+ billion), medium (R1.5 billion – R3.5 billion) or small (R0 – R1.5 billion). However, the potential for growth (measured by historic performance) vary for different subsectors/products, and independent of current economic size of the subsector. For example, aquaculture, soya beans, rooibos tea, lentils, oats, subtropical fruits and nuts, floriculture, and sunflowers have enjoyed growth of 10% or more, their size remains relatively small (less than R2 billion in 2005). And products like maize, beef, poultry, forestry, citrus, deciduous fruits, potato, eggs and vegetables have a low proportion of global trade but are either sizable or have a high potential to achieve critical size. 

	2. Human Development Impact
	There are product categories with high human development impact, given the large population of rural poor. The successful development of these products with the participation of large numbers of rural poor have a potential socio–economic impact. These are the products whose development has the potential for immediate Household and National Food Security impact, as well as greater job creation (i.e. labour intensive – jobs created per hectare) and income generation impact. Most of these are food staples which also happen to be currently not very competitive internationally but may be large in economic size (or production output/value). This group of subsectors includes the ones mentioned above for economic impact as a result of size – e.g. maize, beef, poultry, potato, eggs and vegetables, subtropical fruits, etc.

	3. Energy Security Impact
	These product categories are those whose development has immediate impact on the current fuel/energy crisis. These include the bio-fuel (i.e. bio-diesel and bio-ethanol feedstock). While their significance has arisen out of their use in the production of liquid fuel, they are primary commodities whose recent price inflation has reshaped the global agricultural landscape in terms of newly defined product prices and relative economic values. The new bio-fuel effect on the agricultural economy is bound to cause expansion in size (economic value) for the products involved – maize, sunflower, soya beans and sugar cane.

There is another product category that could contribute immediately to energy security in other ways. Of lesser significance, all animal product categories – cattle, sheep, goats, pigs, poultry - have the potential to contribute to biogas production from manure (an industry bi-product), which could become significant supplementary energy source in rural areas (in addition to solar energy).

Grain crops, due to the high volumes of straw they generate, and timber could be future feedstock for bio-ethanol production. The commercial use of cellulose for bio-ethanol production however, is a future event requiring further research and a scientific breakthrough to be cost-effective.              

	4. Global Competitiveness 
	This is based on the export performance of the product category – i.e. based on indicators such as RTA or share of global exports and rate of growth in share of global exports. Products like citrus fruits, deciduous fruits, wine, wool and sugar are the most competitive, have the critical size and a growing share of global trade. Maize, milk and subtropical fruits while sizable, were declining in their share of global exports. 

	5. Processing (Value addition) Impact
	The assessment of the current and/or potential impact of a product category on downstream agro-processing activities was based on the proportion of primary agricultural products that is currently used in further processing, and on the growth potential of the processed products. For example, sugar cane has high current impact on downstream processing activity because almost the entire sugar cane crop is employed in sugar production. The sugar also has high local consumption directly and in tertiary (food) processing. Sugar is also a major export product. On the other hand, 25% of South African milk output is used in further processing, but the potential for expanded processing of milk exist, looking at the extent of milk processing in other countries (Monitor Group, 2006).

	6. Level of Cluster Readiness
	The level of cluster readiness was determined qualitatively based on:

· Level of cluster institutionalization

· Degree of participation

· Presence of committed leadership

· Shared economic vision

· Willingness to collaborate  


Figure 9, the proposed prioritisation framework categorizes and prioritizes the main agricultural subsectors/products for government intervention, combining the 6 prioritization criteria (defined in Table 1) of Human Development Potential, Energy Security Impact, Economic Growth Potential, Global Competitiveness, Processing (value addition) Impact and Level of Cluster Readiness (and as per Monitor Group (2006) definition for the last 4 criteria). As defined by the said criteria, the rectangles in Figure 9 represent 3 main product groupings of major developmental and economic significance. The products of high Human Development potential are mainly food staples – e.g. beef, poultry, maize, milk, pork, vegetables, mutton, potatoes, sugar and vegetable oil - and are produced across the country, and in the rural regions where poverty and household food insecurity is a problem. These products were also classified by the Monitor Group as being of high labour intensity (i.e. high number of employees per hectare). The products of these subsectors because of high demand are produced in volumes, giving them sizable economic value nationally, thus they overlap with those classified as products of high Economic Growth potential. In the matrix, the subsector/products are further classified as large, medium or small in size, depending on gross value. The products classified here to be of high Human Development potential, being national staples are produced and consumed in volumes that make them either large or medium in economic size. The Economic Growth potential of products diminishes with their size classification. Some of the products considered of high Economic Growth potential are also globally competitive, overlapping with the latter in the matrix.
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Fig. 9: Summary prioritization framework for strategic intervention in agriculture

Source: KAA (2008) based on Monitor Group (2006)

In the proposed prioritization matrix, products considered of priority for Human Development and Economic Growth overlap. Although this group lacks competitiveness in the global market place, these are considered here as the product group of primary priority for government intervention, i.e. Group A, due to the subjective weight placed on the importance of the combination of their potential Human Development impact and Economic Growth impact. The products in Group A, are largely national food stapes that have been developed over the years of apartheid agricultural policy, in pursuit of national food security and self sufficiency.

Group B consists of the group that have both Economic Growth potential and Global Competitiveness and are considered second in priority for government intervention. Group B products are mainly those developed over the past many decades as a result of South Africa’s comparative and competitive advantages, government support and industry innovation to bring in needed foreign exchange and economic growth. These products have their own attractiveness for economic development, particularly if they also have high cluster readiness for development and high current/potential contribution to downstream value addition. Should Economic Growth and Global Competitiveness be the primary national developmental goals, this would be the premier product group. Citrus, deciduous fruits and forestry are the main members of this group. These products satisfy 4 of the 6 main prioritization criteria. The products in Groups C & D are considered of lower priority for government intervention. Group C consists of a group of products that are globally competitive but have no economic growth potential. Group D consists of products with no growth, competitiveness or size potential. 

3.9  STATUS OF SMALLHOLDER FARMER MARKET ACCESS IN SOUTH AFRICA

3.9.1 Current market participation of South African smallholder farmers

Table 7: Sale of agricultural products by smallholder farmers (in the former homeland regions) compared to the rest of South Africa

	Type of farming activity
	Sales (R million)

	
	Former RSA
	Former homelands
	Former homelands Sales as % of total
	South Africa

	Livestock & poultry
	23 711 
	357 
	1.48%
	24 068 

	Cereal, tuber and root crops
	288 945 
	2 068 
	0.71%
	291 013 

	Vegetable crops (excluding tubers and roots)
	12 517 
	332 
	2.58%
	12 848 

	Fruit crops
	21 885
	288 
	1.29%
	22 173 

	Other farm income
	43
	681
	94.06%
	724


Source: Statistics South Africa, 2002.  
The level of smallholder farmer participation in the agricultural markets of South Africa (as illustrated by Table 7) is minimal in all farming activities and subsectors, if not insignificant. However, the level of participation is not synonymous with the level of access smallholders have to these markets. Smallholder farmers in theory have had the same access as commercial farmers to all the agricultural markets of the country since apartheid laws that precluded smallholder farmers from participation on these markets were repealed after 1994. Smallholder farmer participation on these markets is however constrained by quantity and quality demands imposed by the nature of the formal agricultural markets which have become increasingly stringent on both local and export markets. Local supermarket chains such as Pick n Pay have recently asked their suppliers to comply with HACCP and EurepGap standards. This demand is going to exclude most of the few smallholder farmers that currently supply to Pick n Pay under special market inclusivity (empowerment) programmes established for previously disadvantaged farmers. 

As revealed by Table 7, in 2000, the year of the last national Agricultural Census, farm income accruing from the sales of agricultural products in the former homeland regions of the country where smallholder farmers (and emerging commercial farmers) operate ranged from 0,71% for cereals and root crops (R2billion of the national total of R291billion) to 2,58% for vegetable crops (R332million of the national total of R12,8billion). In the same year, income from fruit sales was 1,29% (R288million of the national total of R22,1billion); and that for livestock and poultry combined was 1,48% (R357million of the national total of over R24billion). 

The few market-orientated smallholder farmers acting individually, through smallholder commodity associations/cooperatives or through the previously white only commodity associations operate on on both informal and formal agricultural markets. Most of the latter commodity associations belong to Agri-SA, who currently supports the new smallholder farmer development efforts of its members. The following are the main markets where smallholder farmer participation is known:

A. Local fresh produce markets   
Recent information confirms that the level of smallholder farmer participation on the fresh produce markets of the country has not changed since the 2000 Agricultural Census. The Johannesburg Fresh Produce Market (JFPM) estimates the sales volumes of smallholder farmers and their BBBEE (Broad-based Black Economic Empowerment) marketing agents on the JFPM at barely 1% of the total, and that on fresh produce markets (FPM) nationwide at about 2% (Hamilton C, 2009)
. Smallholder farmers that operate on these markets do not receive the best prices presumably because of quality standards and quantity constraints. Training and mentorship and collective action by their commodity associations could help them adapt to these demands.  

B. Fresh produce export markets   

Compared to the fresh produce markets, there is even a lesser participation of smallholder farmers in the export of fresh produce (fruits and vegetables), although recent transformation of South Africa’s agricultural industries have seen previously white only commodity associations opening their doors to smallholder farmers and establishing smallholder farmer development programmes. The members of Fruits South Africa, for example – including Citrusspan, Subtrop (Subtropical Fruits Growers Association) and Deciduous Fruits Producers Organization (DFPO) - have instituted smallholder development programmes that aims to woo smallholder farmer membership. The support these producer organizations offer smallholder farmers may include extension services, inputs supply, credit facilities, technical training, etc. This support is expected to lead to the improvement of product quality and supply quantities and the uptake of small farmer produce through existing pack houses for the export, local fresh produce and the processing markets. While the products of a few smallholder farmers currently find their way to the export markets, these programmes are new and therefore significant improvement in smallholder farmer participation on the export markets is yet to be seen.

C. Canning tomato contract farming

Most of the former homeland governments established irrigation schemes at which farmers operating smallholdings ranging from 1ha to 20ha on average were encouraged to produce a variety of agricultural commodities on contract to established markets, which were mainly processing plants. For example, the Nwanedi Irrigation Scheme in northern Limpopo Province was established by the former Venda Department of Agriculture. The homeland government Department of Agriculture provided the necessary support to smallholder farmers to produce quality ‘jam’ tomatoes under contract to the Langberg Tomato Canning plant located at Musina for many years. Farmers currently operate plots that were as small as 2ha or as large as 125ha. They are allowed to hold and farm plot sizes that varied with the farmer’s ability to invest and farm on commercial basis. The guaranteed market, input supply on credit and the agricultural extension services established this project as one of the few smallholder commercial farming success stories in the country. 

A new development on these smallholder government irrigation schemes which has threatened the sustainability of these schemes and farming here is the post-apartheid South Africa Department of Agriculture’s transformation programme in the provinces, which involves the withdrawal of government subsidies and management for these irrigation schemes. These schemes have all been transferred to local farmer-run scheme management associations and Water Catchment Management Associations. The sudden withdrawal of government funding for the maintenance of irrigation infrastructure, fuel for the running of pumps, and scheme management has brought most of these irrigation schemes to financial crisis and deterioration. The Nwanedi Irrigation Scheme (and the others in the former Transkei, Kangwane, etc)  has been negatively affected by this transformation process. Future profitability of tomato farming will be affected by the newly internalised production costs associated with the irrigation water, etc.      
D. Smallholder wool farmers 

It is estimated that there are about 200 000 black smallholder wool farmers in Southern Africa, mainly in the Eastern Cape, Free State and Lesotho, who own about 20million sheep. Following a development initiative of the National Wool Growers Association (NWGA) in the 1990s, the NWGA encouraged farmers to form producer associations which allowed farmers to shear wool, grade it, pack it and transport in bulk to marketing points. This allowed the farmers to share costs, benefit from economies of scale and increase their bargaining power. In the process the better grading improved product quality and prices received for the wool which could now be marketed to the best buyers in the provinces. The better incomes allowed farmers to invest in veterinary services and further improvement in animal quality and product quality. In 2003 the NWGA established 300 shearing sheds that serviced 9 000 wool farmers in the Eastern Cape. It is believed that these developments led to an improvement in income from about R5-R10/sheep to about R20/sheep by 2004.      

E. Sugarcane contract farming

The best example of smallholder farmer participation in formal agricultural markets involves the contract production of 17% of the South African sugar industries sugarcane supply by 53 000 smallholder farmers. This involves smallholder farmers located in KwaZulu Natal, Mpumalanga and Eastern Cape Provinces. There are 15 mills located in KwaZulu Natal and Mpumalanga, including that of Transvaal Sugar Board (TSB), Tongaat-Hullet and Illovo. The smallholder farmers produce mainly on tribal Autority land located in close proximity to the sugar mills. The sugar industry is also estimated to employ directly about 104 620 people (Maloa MB, 2001)
, and is therefore considered a major employer in KwaZulu and Mpumalanga. The success of this contract farming programme is attributed to the service support provided by the sugar estates to the smallholder farmers. This farmer support services include inputs supply on credit, training and extension services. 

3.9.2 South African institutions working for smallholder farmer market access
In addition to the more rent transformation programmes of the former white-only commodity associations, a number of governmental and donor funded programmes are afoot in the country that have been working at improving smallholder market access. Notable is the work of the Department of Agriculture at both national and provincial levels, Office of the President, National Agricultural Marketing Council (NAMC), ComMark Trust, Ebony Consulting International (ECI) Africa, Agri-SETA and the Perishable Products Export Control Board (PPECB). 

In furtherance of the objectives of government’s ASGI-SA programme, the Office of the President, ComMark Trust and NAMC have funded a number of commodity/subsector studies that sought to define the status and performance of the agricultural subsectors and what could be done to enhance their performance and contribution to economic growth, job creation and participation of smallholder farmers (and the previously disadvantaged) in the value chains of these subsectors and their industries. 

The ComMark Trust is an organization commissioned to develop markets for operators in the developing sectors of the economy in Southern Africa, and have undertaken studies to enhance the operation of industries in the so-called second economy, including those of the tourism, agricultural and clothing sectors. ComMark’s work has included the funding of development projects initiated in these sectors. An example is the smallholder farmer wool development programme initiated by the NWGA in the Eastern Cape.   

Ebony Consulting International (ECI) Africa through funding availed by donor organizations such as the USAID has over the past 10 years done work across South Africa to develop market linkages for smallholder farmers through programmes such as PAL and SABL, which programmes were a precursor to the establishment of the ComMark Trust. 

The Department of Agriculture’s Directorates of Agricultural Marketing and Business and Entrepreneurship Development are responsible for the development and review of policies that enhance the access of smallholder farmers to both local and export markets, the development and restructuring of institutions and infrastructure that promote this access, and the training of smallholder farmers to take advantage of the market access. 

The Agri-SETA is the national agricultural education standards body, and sponsors the practical training of smallholder farmers to improve their skills and ability to operate on the exiosting markets. This farmer training includes farm management, entrepreneurship and marketing skills, although the current quality of training offered may not be adequate for this purpose. The PPECB has a training programme that offers training to smallholder farmers in the Standards and Phyto-sanitary (SPS) requirements for export trade, although few of these farmers are in the export trade and are able to take advantage of this facility.    

3.9.3 Lessons from innovative marketing arrangements internationally
In response to the changes in input/output markets at both domestic and global levels, a range of new marketing arrangements have emerged which can help farmers to optimise their benefits and/or minimise any adverse consequences of the changes. Most of the innovative systems link primary (grassroots) producer groups to specific uptakers (i.e. large buyers or processors) or identified niche markets. Some of these innovations are reviewed below. Again the focus is on developing countries, where small-scale farming is the norm and the capacity of producers to adjust to the challenges in the markets is more restricted.

A. Linkage to niche/speciality markets led by farmer organisations 

Partly driven by consumer concerns about the environment, labour and social policy issues, markets for fair-trade and organic products are growing very rapidly. For instance, Fair Trade Labelling Organisations International
 estimates the global trade in fair-trade-certified products to be about US$3.0 billion. Though this represents less than one percent of global trade in physical merchandise, about 1.5 million small-scale producers worldwide benefit from it. According to the Soil Association’s Organic Market Report (2007), annual sales in organic products in the United Kingdom, for example, exceed US$4 billion and the major supermarket chains – Tesco and Sainsburys – have launched their own organic products labels. 

Access to these markets by smallholder producers in developing countries is, however, restricted as a result of stringent certification requirements. Kuapa Kokoo (Ghana) is one example of a RPO which has succeeded in enabling smallholder farmers to access the fair-trade cocoa market. On behalf of its members, Kuapa exports about 1,000 tonnes of cocoa annually, at a “fixed fair price” under this arrangement, and has launched its own chocolate bar label (“Divine”), produced by a Europe-based manufacturer in which it has a 45 percent stake. In addition to enjoying premium prices, members can also obtain credit for farm maintenance and benefit from community projects funded by the RPO. 

B. Linkages led by international traders in traditional exports markets

Supply uncertainty and quality variability are among the main challenges which have emerged as a result of changes in markets for traditional agricultural exports from developing countries such as coffee, cotton and cocoa. In response large international traders, have become increasingly involved in coordinating activities in value chains for various commodities. One such case, which has proved mutually beneficial to producers and the lead international trader, involves Brazilian coffee producers and an Italian (Illycafe) roaster. Under this programme, small-scale coffee producers are allowed to bulk and deliver consignments ranging from 5.0 to 7.5 tonnes. Producers receive farm extension, market information updates and awards for delivery of high quality green coffee. Over 600 Brazilian producers participate in the programme, which has made it possible for the company to secure supply of coffee that meets its demanding quality standards, while growers enjoy increased household income. 

C. Trader-led linkage to international horticultural produce markets 

Horticultural export markets represent important trade opportunities for producers in developing countries. For instance, Argentina in 2004, earned about US$4.5 billion from export of fruits and vegetables to Europe and America. However, more stringent food quality requirements often raise access barriers too high for many small-scale producers. Exports into Europe, for example, need to comply with the following requirements: EurepGAP, HACCP/GMP, BRC, ISO9001, ISO14000 and Social responsibility norms (SA 8000) as well as meet special requirements demanded by the large supermarkets. Ghanaian producers have been able to supply into these markets through lead role of a locally-resident company – Blue Skies Company Ltd. Working with over 70 smallholder farmers – as individual and not cooperatives – the private company provides technical training, inputs on credit and assured market for contracted deliveries. By ensuring compliance with importers quality specifications, export of fresh fruits by the company has risen from one to over 120 tonnes per week. 

D. Linking smallholder farmers to local and regional supermarket chains 

Supermarkets have emerged as major players in food supply and distribution in developed as well as developing countries. However, product quality standards set by the supermarkets, usually driven by consumer taste and preferences, tend to limit access by smallholder producers. Private companies are emerging as important intermediaries that enable farmers to supply to supermarkets. Bimandiri Co. Ltd. of Indonesia, which specialises in bulking produce from farmers for delivery to Carrefour, is an example of such an intermediary. The company provides extension advice, inputs on credit and pays transparently negotiated producer prices. 

E. Using market institutions to access local/export markets

Market institutions such as warehouse receipt systems (WRS) as well as commodity auctions and exchanges provide to address quality and quantity uncertainty as well as contract non-performance. These systems can also help improve access to trade finance and opportunities for risk management, and thereby improve commodity marketing at domestic, regional and international levels. 

i. In Tanzania smallholder coffee and cotton producers have, through their RPOs – rural cooperative societies (RCS) – have used the WRS to increase earnings from coffee and cotton production. The RCS bulks produce and markets processed products that conform to export standards, making it possible for the members to obtain incremental income of between 45 and 50 percent. 

ii. In Zambia, the WRS enabled smallholders to bulk and directly supply grains to large-scale local millers, obtaining a net incremental income of 37.5 percent (about US$45 per tonne of maize) partly delaying sale beyond the immediate post-harvest period when prices are very low. 

iii. Most grains and oilseeds producers in South Africa have since the mid-1990s been using the agricultural commodity exchange to market their produce. The exchange, and the Silo Receipt System linked to it, also makes it possible for farmers to obtain finance and manage price risks. 

4. GOVERNMENT POLICIES AND AGRO-FOOD SECTOR DEVELOPMENT

If global influence has been positive to the development of Africa, posterity should look for it in the UN Millennium Development Goals (MDG), a target set every nation for improving the lot of the developing world’s teaming masses who continue to languish in poverty despite the tremendous economic gains elsewhere. Should Africa not be inspired by the nouveau riche of South-East Asia. Or are the recent tremendous economic achievements of South Korea, China, Hong Kong and Singapore not attainable in Africa? The South African government aims through the Accelerated and Shared Growth Initiative of South Africa (ASGI-SA) to reach its vision to half poverty and unemployment by 2015 via a GDP growth rate of 6% per annum, beginning 2010. “In order to achieve this high growth and development trajectory the South African economy needs to undergo some fundamental restructuring. ASGI-SA explicitly recognizes the central role of a strong and coherent industrial policy in driving this process.” (DTI 2007).

In spite of the recent Organization of Economic Cooperation and Development (OECD) criticism of the South African National Industrial Policy Framework (NIPF) (Engineering News, 25 July 2008) we agree with the NIPF assumption that the most likely path to the targeted high growth rate - and especially the expectation of halving poverty and unemployment by 2015 and the prerequisite fundamental economic restructuring - lies with industrial restructuring and government support for strategic fledgling industries, including agro-industries. Angel Guirra, the OECD Secretary-General, at his presentation of the inaugural OECD economic assessment report on South Africa criticized the NIPF’s vision and strategy for industrial development, especially government’s post-Polokwane desire for greater state involvement in the economy. The OECD proposes for South Africa greater economic liberalization and growth via competition and increasing competitiveness of industries, implying less government intervention in the economy and support for industries. While OECD’s general principles of economic competition and moving in the direction of improving industry competitiveness is sound and an ultimate destination for the country’s industries, we do not agree that the only way to achieve this is the route of government non-intervention in even fledgling – new, weak and struggling – industries. Something can be learnt from how US, Europe, Japan (and more recently South Korea) achieved industrial competitiveness in the manufacturing, electronics, and agricultural sectors. 

The temporally protection of infant industries to survival, growth and maturity remains the only means for governments to see needed industrial and economic development. It is the continued support of agriculture in developed countries that deserves questioning. The protection of strong mature agricultural industries in developed countries has gone beyond infant industry protection. The reason developed countries do (at the expense of the ‘all important’ WTO free trade) is not only economic or even socio-economic, but strategic – food and rural employment is strategic to national security even in developed countries. In South Africa, the apartheid government’s support and protection of commercial agriculture and agro-industries is the reason we have some strong competitive commercial agricultural industries today.  The arguments for the support of agriculture and agro-industry in South Africa (let alone poverty) are the same as for developed countries – economic and strategic. South Africa has to intervene in these sectors for the sake of national economic and human development, and for national security reasons. 

South Africa can only be faulted for not giving it the deserved priority earlier. Cost-benefit Analysis, an important tool for government financial and economic decision-making, should assist major government investment decisions. The long-term return on investment (ROI) of recent major government economic investments, such as the Arms Deal and the 2010 World Cup, should have been compared to a similar scale of investment in agricultural and agro-industrial development targeted at PDI. Of the latter 2 investments, perhaps the 2010 World Cup is the one that could compete to a degree with investment in the development of agriculture and agro-industry. The 2010 targets government expenditure of R400 billion
 includes valuable components of infrastructure development – rail freight services, energy development, communications, sea and air-ports, in addition to stadia – which will benefit the development of all economic sectors in the country, and therefore may be a better investment than the Arms Deal, an investment of R30 billion
 (and now costing much more).          

The primary role of any democratic government is the protection of the people’s rights. Protection of the people from economic hardships and especially hunger is enshrined in the South African Constitution as one of the inalienable rights of its citizens. According to the South African Bill of Rights, “South Africa is one of only a few countries in the world to entrench rights such as access to food, water, housing, healthcare and social security - section 27. The right to education and the special rights of children also fit in here” (Constitutional Court of SA, 2008
) The current food crisis threatens the right of all people of South Africa to food, which right cannot be dissociated from the right to life. 

While agro-food sector policy reforms were a government concern in the past for various reasons, including the need for sector competitiveness, there is now an even more urgent need for policies that address the fundamental economic needs of the country – to feed and provide income for the majority that are poor and unemployed.

It is clear government is concerned and is taking action on different fronts to address the food crisis. An important current move (in July 2008) by DTI to extend the newly launched R750 million Enterprise Investment Programme (EIP), which currently focuses on manufacturing and tourism, into a tool that will supports the development of new enterprises in the agro-food sector is a timely one. Although, I doubt if the entire fund is sufficient to meet the government investment required in the agro-food sector.

The EIP succeeds the Small and Medium Enterprise Development Programme that came to an end in 2006. On 14 July, the Engineering News reported that, “Department of Trade and Industry DG Tshediso Matona, speaking at the final day of a food summit organised [by] the Gauteng Department of Agriculture, Conservation and Environment (GDACE) to seek ways to deal with rising prices, said that the EIP could assist in creating investment in rural infrastructure to support agriculture processing.”(Engineering News, 11 July 2008
).

At the same food summit, the Minister of Agriculture and Land Affairs, Lulu Xingwana, said "There is no other way to mitigate high food prices other than increasing food production. For us to fight food escalation and ensure food security, we have to produce food for ourselves," (Engineering News, 10 July 2008
). The Minister has the vision we need. The next step is for the DoA and the DTI to jointly lead the nation in this area through – appropriate policies and funded programmes. This section seeks to contribute to the debate on appropriate agro-food sector policy and implementation approach.       
4.1 Impact of agri-food sector development policy 

Government development strategy for the agricultural sector cannot be separated from that of the agro-processing sector because of the importance of value chain inter-linkages and synergies that are important to the economic development of the sector and their role in local economic and rural development. Given the very rudimentary development status of agro-processing (and agro-industry in general) in the developing regions of the country – the former homeland areas – the development of agro-processing in these regions of the country does not only offer an opportunity for rural development throughout the country, it also allows the development of both the agricultural (primary production) and agro-processing (secondary production) sectors of product value chains to be developed simultaneously and from a common strategic viewpoint and approach. The target beneficiary of agro-processing development intervention is the rural entrepreneur population – current and potential farmers and SMME entrepreneurs. This section seeks to review the impact of current government strategy on the development of the agro-food sector by defining the status of development impact. 

The democratic government of South Africa cannot be faulted for lack of effort towards agricultural development. It has combined effort in this direction with the urgent need the nation had at the onset of democratic government for land reform, in what its agrarian and land reform policies and programmes. However, the sheer size of the challenge and the inability to allocate proportionate resources to the challenge has meant very limited success at using the sector to create the urgently needed livelihood for the rural poor which makes up about halve of the nation’s populations. 

The agricultural sector has a number of challenges, and is losing its significance to the national economy, especially to the creation of rural employment and livelihoods, and continues to shed jobs with the mines - a situation which makes the current electricity supply crisis and power shedding in the mines and industry a major concern. In summary the status of the nation’s agrarian and land reform and the development impact of the sector is as follows:

· Minimization of government support and protection and market liberalization.

· Reduction in general South African economic tariffs from 28-7.1%, while developed world agricultural subsidies rose by 15% between late 1980s and 2004 (Ambert and Hornby 2006).

· Improved competitiveness has been at great cost - farm consolidation, diminishing number of commercial farms, and production concentration, with 20% of commercial farms producing 80% of the total value of production. According to the Census of Agriculture of 2002, the number of commercial farming units in South Africa at the time was 45 818, a decline of 12 162 since 1993, despite land reform. (DoA, 2007
(a):22).

· Declining contribution of agriculture to rural livelihoods and GDP (R30 577million or 2,2% of national total in 2005), declining commercial agricultural employment, currently estimated at 941 000, with subsistence or small-scale agriculture employing a further 1,3million households (DoA, 2007b) - constituting a total of 11% of national labor force.

· Escalating incidence of farm evictions and displacement from commercial farms.

This is in spite of the institutional, regulatory, legal framework and programmes government has installed to create the enabling environment for sector development legal and regulatory provisions made by government include those in the following areas: 

· Land reform 

· Agriculture and Environment

· Economic Development, Financial and Monetary Policies

4.1.1 Relevant Agricultural and Land Reform Programmes 
The following programmes are relevant to agricultural development:

· Land Redistribution Programme

· Land Restitution Programme

· Tenure Reform Programme

· Proactive Land Acquisition Strategy (PLAS)

· Comprehensive Agricultural Support Programme (CASP) 
· Land Care Programme
· Micro Agricultural Financial Institutional Scheme of South Africa (MAFISA) me
· Land and Agricultural Bank Credit Facilities 

· Khula Enterprise Finance Facilities

· Umsobomvu Youth Fund (UYF)

4.1.2 Development impact of broader agri-food sector policies 

Policies and legal instruments applicable to the agro-food sector include:

· National Industry Policy Framework (NIPF)

· Industrial Development Amendment Act No 49 of 2001

· Industrial Development Zone Programme

· Industrial development Act no 22 of 1940

· Enterprise Investment Programme (EIP) – launched July 2008

· Growth, Employment and Redistribution Strategy (GEAR)

· National Growth and Development Strategy (NGDS)

· National Small Business Development Strategy

· National Small Business Act

· Integrate Small Enterprise Development Strategy

· BBBEE Act 2003/204

· BBBEE Charters 

· White Paper on Local Economic Development.

· Regional Industrial Location Strategy (RILS)

· Short-term Export Finance Guarantee Scheme

· Tax Holiday Scheme (THS)

· Small / Medium Manufacturing Development Scheme (SMMDP)

· Accelerated Capital Allowances

· Health Act, 1997 (Act 63 of 1977)

· Monopolistic Conditions Act (Act 24 of 1955 as amended) 

· Price Control Act (Act 25 of 1964 as amended) 

· Weights and Measures Act (Act 13 of 1958 as amended)

· National Liquor Act & Regulations

· Cooperatives Development Policy

· Cooperatives Development Act 2005

· Consumer protection Bill

· Companies Bill

· Competition Amendment Bill

4.1.3 Other Available Incentive Schemes
The Department of Trade and Industry (DTI) administers a wide range of incentive schemes other than those discussed above, some of which are relevant to the agro-food sector. They may be listed as follows:

· Competitiveness Fund

· Sector Partnership Fund

· Export Marketing and Investment Assistance

· Medium-term Loan Finance

· Job Scheme/Life Scheme 

· Multi-shift Scheme

· Orchard Scheme

· Normal Finance

· Import Finance

· Finance for Export of Capital Goods and services
The more commonly used incentives, their respective benefits and operating conditions are outlined in Table 8: Strategic Industrial Projects, Small and Medium Enterprise Programme, Skills Support Programme and Support Programme for Industrial Innovation.

	Table 8: Commonly used DTI investor incentives 

Name of Incentive

Benefit

Main conditions

Strategic Industrial Project
50-100% tax allowance

Manufacturing and selected services, minimum investment of R50 million

Small and Medium Enterprise Programme
Cash grant of up to 10% of qualifying assets

Investments < R100m; benefit decreases with size of investment

Skill Support Programme
50% of training costs, subject to a maximum of 30% of wage bill

Training programme must be certifiable

Support Programme for Industrial Innovation
50% of the direct costs incurred in development

Development must be a significant technological advance and have commercial advantage over existing products


	 

	 
	


4.2 South Africa’s history of dual agriculture    

Only a look at the history of South African agricultural development can help us understand the nation’s dire need for land and agrarian reform. Historically, the approach to agricultural development in South Africa had differed greatly in black and white areas. The evidence indicates that small-scale farming by blacks played a significant role in the development of the South African diamond and gold mining industries by supplying food to these industries during the latter part of the 19th century. The productivity and innovation displayed by these farmers is widely acclaimed (Bundy, 1979). The following sections show how this reported productivity, innovation and competitive urge in black small-scale farming was lost with the apartheid philosophy of separate development in black and white areas. 

4.2.1 Development of commercial farming 

The vital role of state intervention and support in the development of white commercial agriculture is well documented. This government support was under-girded by essential legislation, including the 1913 and 1936 Land Acts, the 1937 Agricultural Marketing Acts, the 1939 Agricultural Cooperative’s Acts and the 1970 Act on Subdivision of Agricultural Land. This support led to the establishment and support of large scale white commercial farmers on 87 percent of the land (Brand et al, 1992). Major factors in the development of commercial farming was regulated marketing, which reduced price and marketing risks, state run research and extension services and access to low interest agricultural finance which supported agricultural mechanization (Vink & Kassier, 1990). Until the 1980s the state assisted white commercial farming in every aspect of service support: acquisition of land; on and off-farm infrastructure, including extensive development of irrigation water supply, access roads, electricity supply, telecommunication network, etc; subsidized financial support; market regulation; legal coercion of farm labor, etc.
Extensive government support and subsidization of the white commercial agricultural sector has had its downside, including uneconomic resource allocation, leading to unsustainable levels of farming debt. This is evidenced in the artificial development of a capital-intensive commercial agricultural sector, instead of the more natural development of a labour-intensive commercial agricultural sector, given the relative prices of capital and labour in the South African economy. The upside of the above support was the development of a strong agricultural production capacity (despite the non-optimal natural resource potential for farming) which exceeded local consumption for a number of products (Verbeek, 1976,). For example, Van Rooyen & Van Zyl (1990) report that South Africa achieved an overall agricultural self-sufficiency index of 130 from 1980 to 1989.  

Thus, the protection and support of white commercial farming helped to establish a strong agricultural sector which created sorely needed rural employment, feeds the people and a vital agro-industrial sector, and earns valuable foreign exchange through exports of both fresh and processed agricultural products. 

An important component and a driving force behind the establishment of the strong commercial agricultural sector is the development of farmers’ organizations, which played a major role in farmer access to support services. The development of organised agriculture, including the current AgriSA and the Transvaal Agricultural Union (TAU), led to a strong (white) commercial farmer’s lobby which has influenced agricultural policy development over the years, including current government economic and land and agrarian policies.

In pursuit of long-term sustainability, WTO demands, and rising economic strain, the agricultural sector, since the mid-1980s, however, has seen major transformation and the removal of government support (which rightly or wrongly was made to include the developing agricultural sector). This transformation involved rapid reduction in state support, deregulation and trade liberalization. This has led to considerable restructuring and consolidation within the sector. The sector is now dominated by approximately 40 000 highly capitalized producers who compete in both domestic and international markets. Unlike the developing sector, farmland in the commercial agricultural sector is held in freehold title and is actively traded on the market with minimal restrictions. 

4.2.2 Agricultural Development in Black Areas

South African black smallholder farming was (and is still) characterised by insecure and fragmented land rights, communal tenure arrangements, non-viable and small farm units, over-stocking and land degradation; and lack of infrastructure (including water supply, electricity and transport network (see Figure 1)), financial support and extension and research services. Their access to agricultural markets is hampered by high transportation costs and legal arrangements such as quota entitlement, etc. Since they were poorly organised, these farmers had limited representation and participation in policy formulation through the farm lobby – which NAFU, as the most significant representative should help to correct. Their access to the land market and institutional membership of various support service structures were until recently limited by legal restrictions on racial grounds. (Van Rooyen, Fenyes, & Van Zyl, 1987)

In 1958 the Tomlinson Commission called for a comprehensive agricultural development approach for the homelands, which would support smallholder farming for the development of rural middle-class citizens. The proposal was only partly accepted by the government. Despite the Commission’s proposals, the apartheid government steered homeland agricultural development intervention towards the provision of physical structures through the so-called ‘betterment planning’ and administrative control processes (Van Rooyen, 1995). According to the Working Group for Betterment Planning (1988, cited in Van Rooyen, 1995), the betterment policy failed to achieve its aim of raising welfare in rural areas because it placed undue emphasis on physical planning; it failed to provide an economic base for commercial farmers, small holders and non-farming rural population; and it neglected the social, cultural and political components of rural development. Little attention was paid to farmer support services, spatial planning was poor and infrastructural and institutional support were restricted. 

The external development agents incorrectly attributed the absence of commercial agriculture in the homelands to the lack of entrepreneurial and managerial capacity among black farmers. Given this assumption, and in pursuit of the philosophy of optimum resource use modern capital intensive farming and external management was introduced to develop large-scale plantation-style farms. This trend was influenced by the British colonial approach to agricultural development seen in neighbouring states (Hartzenberg,1977, cited in Van Rooyen, 1995). Such large-scale, centrally-managed schemes owned by parastatal companies were introduced to create employment (instead of farmers) in irrigation, dryland and livestock farming.

This agricultural development approach was not aimed at developing self–employed independent farmers, and little was done to improve farming methods for smallholder farmers outside these schemes or to solve their farming problems. The minimum impact these large-scale farms had on welfare and rural economic development led to a change in approach. Agricultural development in the late 1970s and early 1980s was subsequently turned from the large-scale plantation farming towards the settlement of project farmers on similarly planned schemes, operating under the control of corporate project management. 

These schemes relied on sophisticated mechanised production systems using, for example, centre pivots, large tractor fleets, advanced milking parlours and high value cash-crops. Decisions were taken by farmer committees assisting the project manager. The failure of these schemes to achieve sustainable agricultural development can be found in the inability to promote self-reliant farm businesses, farmers were perpetually dependent on the scheme management and government subsidised infrastructure and services, which support government has since 1994 decided was unsustainable. Given the 15% rise in agricultural subsidies in the developed world between the late 1980s and 2004, the removal of subsidies for the developing agricultural sector deserves a critical examination, since the development of the latter sector will require some level of subsidization.  

Van Rooyen ,Coetzee & Swart (1993) argued that the farmer settlement schemes failed to generate sustainable development because of high investment and operational costs, fiscal affordability, inability to uplift adjacent communities, inability to create entrepreneurship in settled farmers, and inability to initiate overall  rural development. A better approach was subsequently sought for effective smallholder farmer development. Development experience elsewhere suggested supporting smallholder farmers outside a managed project framework to become profit-making and risk-taking entrepreneurs and food producers.

In his review of DBSA’s farmer support programme (FSP), Van Rooyen (1995) attributed  the failure of the programme to the following: 

· Lack of farmer ownership of the project.

· Department officials, who assisted the projects, in general have inadequate understanding of essential concepts such as commercialization, coordination, beneficiaries, the mainstream economy, gender issues and small farmer development. 

· Stakeholder coordination was inadequate, with insufficient systems in place for planning, monitoring and feedback. 

· There was no emphasis on learning in the projects, which implied a lack of reflection on progress and achievement by project participants and managers.

· There was little emphasis on innovation and value–adding business initiatives on the projects, or on the development of new markets. 
4.2.3 Size of smallholder farms 

In the former homelands majority of farm holdings were subsistence plots of less that 1ha in size, some food garden plots may be as small as 200 m2/household. The government irrigation schemes may be classified with respect to their production objectives and therefore plot sizes offered to participating households. On these schemes plot sizes range from 0,7ha to 5ha on schemes aimed at subsistence and small scale commercial farming (e.g. Elandskraal Irrigation Scheme, Limpopo) to between 5ha to about 75ha or more on schemes aimed at commercial production with secure market outlet (e.g. production of factory (jam) tomatoes at the Nwanedi Irrigation Scheme, Limpopo). The most successful of the developing agricultural projects in the former homelands were those that operated as out-grower schemes where farmers produced specific crops for established agro-industrial set-ups, as is the case for the sugar industry (e.g. Nkomazi in Mpumalanga and Ilovo in KwaZulu Natal) or the tomato processing industry in the Far North of Limpopo.

Stewart and Lyne (1988) describe the agrarian structure in the former homelands as highly un-egalitarian and inflexible. A study of the distribution of land holdings in Gcumisa Ward in KwaZulu within the Natal Mistbelt and in the hot dry bushveld, reported that in both production zones, more than 80% of households had arable land allocation of less than 1,5 hectares and only 20% had more than 1,5 hectares. This will be typical of household cropland size in most communal areas of the former homelands.

The review of the DBSA supported FSP in former homelands revealed the following range of average farm sizes for dryland and irrigated cropping in FSP supported areas (Table 9).

Table 9: Average farm sizes in the FSP areas

	Area
	Dryland Cropping (ha)
	Irrigated cropping (ha)

	KwaZulu 
Venda

Lebowa

KaNgwane
	1.35 – 1.56
0.9 – 1.35

1.69 – 1.75

2.47
	0.04 - 0.11

0.12

1.01


 Source: Van Zyl et al. (1992) and Lyn & Ortmann (1991) cited in Singini, Sartorious von Back and Kirsten (1992).
Developing agriculture is changing face with the new agricultural development initiatives of government since 1994, moving from largely part-time subsistence farming (food gardens, etc) with few semi-commercial and small commercial farms that were mainly located on government irrigation schemes, to full-time farming with emphasis on commercial viability and sustainability based on the principles of household and national food security, job and income creation. New farm holdings will have to be planned with an “optimum economic size” in mind, and a farm operation is expected to be able to provide sufficient income to meet the socio-economic needs of a rural households. 

This implies an expected shift in the average farm size upwards. Thus, in pursuit of commercial viability, new projects in the smallholder sector will be at least 2-5ha size for intensive vegetable cultivation and 10-15ha size for fruit orchards, although the issue of viable farm size requires serious area-based empirical study and analysis. This will be an important planning objective with small farmer projects in the Land Reform for Agricultural Development (LRAD) Programme and PLAS. One of the objectives of involving commercial oriented institutions like Land Bank in LRAD is to ensure the financial viability and sustainability of new agricultural projects. There will in the future be increasing numbers of commercial farming projects that will be transferred to new black farmers and which will be operated intact as they were before 1994. Thus, in addition to farms that will be subdivided for small farming to provide for the job and income needs of the many rural unemployed, there will be quite a few projects that will be initiated, owned and operated by black commercial farmers either individually or in small groups, within and outside the land reform programme. 

4.2.4 Financial Size and Value of the Smallholder sector 

The census revealed that contrary to perception, farmers in the developing agricultural sector (as a group) have substantial farm asset value. Table 10 puts the total asset value of farming operations in the former homelands in 2000 at R40 069 million (compared to R384 859 million for the former RSA), although this is a mere 9,43% of the total farm asset value in South Africa. The proportion of this total contributed by the value of agricultural land is R9 098 million, i.e. 22,7% (compare to 40,7% for the former RSA). This can be traced to the farm sizes and low level of investment and development in the farmland itself, as compared to the white commercial farms, main reason for this being the insecure tenure regime in the former homelands. This is confirmed by the proportional value of farmer (operator) house for the sector, which is R17 739 million in total value, i.e. 44,30% of total asset value (compared to 4,8% for the former RSA). Thus, the value of farmers’ residential property is almost twice the value of their farmland, on average. 

The other main asset of importance for the sector is livestock and other farm animals, valued at R7 901 million, i.e. 19,7% of total asset value (compared to 10,7% for the former RSA), followed by motor vehicles, 2,2% of total asset value.        

Table 10: Type of farm asset, value (in 2000) and geographical location

	 
	Former RSA
	Former homelands

 
	Total

 

	Type of asset
	R million
	%
	R million
	%
	R million
	%

	All assets
	348859
	100,0
	40069
	100,0
	424927
	100,0

	Agricultural land
	156638
	40,7
	9098
	22,7
	165736
	39,0

	Operator house
	18550
	4,8
	17739
	44,3
	36289
	8,5

	Other houses, schools 
	11577
	3,0
	290
	0,7
	11867
	2,8

	Farm buildings, other structures 
	18344
	4,8
	368
	0,9
	18712
	4,4

	Motor vehicles
	16376
	4,3
	1167
	2,9
	17543
	4,1

	Tractors, machinery &implements
	24734
	6,4
	465
	1,2
	25198
	5,9

	Farm equipment & tools (pump, etc)
	4119
	1,1
	565
	1,4
	4684
	1,1

	All livestock, poultry and other animals
	41274
	10,7
	7901
	19,7
	49175
	11,6

	All crops standing in fields & orchards
	29967
	7,8
	885
	2,2
	30852
	7,3

	All crops stored(garnishee, silage, etc)
	2822
	0,7
	160
	0,4
	2982
	0,7

	Production inputs (feed, fertiliser, chemicals. fuel, seed, etc.)
	2390
	0,6
	19
	0,0
	2410
	0,6

	Office equipment & supliers (computer, furniture, etc.)
	5084
	1,3
	328
	0,8
	5411
	1,3

	Savings account at a bank
	5557
	1,4
	436
	1,1
	5993
	1,4

	Savings in stocked
	74
	0,0
	50
	0,1
	124
	0,0

	Savings in pension plans or retirement annuities
	6816
	1,8
	198
	0,5
	7014
	1,7

	Unit trusts, stocks or shares
	1898
	0,5
	33
	0,1
	1932
	0,5

	Cash loans to others which are expected to be repaid
	1786
	0,5
	33
	0,1
	1819
	0,4

	Life insurance
	36160
	9,4
	323
	0,8
	36482
	8,6

	Other financial assets
	487
	0,1
	8
	0,0
	495
	0,1

	Other physical assets (package materials, etc.)
	206
	0,1
	3
	0,0
	208
	0,0


Source: Statistics South Africa, 2002.           
    
4.2.5 Enterprise Emphasis at smallholder level

Enterprise emphasis and production objectives vary between farming practiced in the former homelands (developing agriculture) and the former RSA (white commercial agriculture), although the same products are produced in the two sectors. For example, while maize is produced mainly for sale in the white commercial farming sector, it is of greater importance as a subsistence food item in the developing agricultural sector. Similarly, while beef cattle is kept solely for commercial purposes in the white commercial farming area it is kept in the black farming areas mainly as a symbol of wealth and social status, where the value is in the number of animals owned at any given time, and as such animals may be kept long beyond their commercially useful age. 

The census revealed that farming operations in the former homelands were more likely to keep donkeys (152 000) and goats (excluding angora goats) (2 287 000) than operations in the former RSA (23 000 and 737 000 respectively). Also, more farming operations in the former homelands kept poultry and pigs than operations in the former RSA. On the other hand, more farmers in the former RSA kept beef cattle, sheep, dairy cattle and horses than farmers in the former homelands. An estimated 2 980 million litres of milk was produced in South Africa during the 12 months prior to the census, over 25 million of this was in the former homelands and over 2 955 million in the former RSA. Of the total milk produced in the former homelands 84,9% was kept for consumption, 14,65% was sold and 0,4% was used to pay farm or household labour. The pattern was completely different in the former RSA, here 95,2% was sold, 1,7% was kept for consumption and 3% was used to pay farm or household labour.

In the 12 months prior to the census, with respect to income from farm animals, beef cattle and calves generated the most income in the former homelands (R199 million) whereas poultry generated the most income in the former RSA (R16 641 million) (see Table 19). For the same period the total sales from farm animals in the former homelands amounted to R357 million (compared to R23 711 million in the former RSA).      

With respect to cereals and related crops, farming operations in the former homelands generated more income from maize for grain (63,9%) followed by sugarcane ((12,1%) and potatoes (11,8%). This can be compared to the situation in the former RSA where most income was generated from sunflower seed (59,8%), maize for grain (15,4%), and sugarcane (11,4%). From cereals and related crops, a total of R2 068 million was raised from sales in the former homelands for the same period, compared to R288 945 million for the former RSA.

As with maize, vegetable production in the former homelands is of greater value for subsistence than for cash. For the same period, farmers in the sector generated more income from the sale of cabbage (R183 million) followed by pumpkin and squashes (R41 million), then spinach (R40 million). A total income of R332 million was made from the sale of vegetables in the sector (compared to R12 517 million in the former RSA).

Fruit crop farming in the former homelands generated more income from mangoes (41,3%), bananas (26%), avocadoes (10,8%) and litchis (10,8%); compared to litchis (35,8%), grapes (21%) and melons (17,4%) in the former RSA for the period. A total of R288 million was made from the sale of fruit crops in the former homelands (compared to R21 885 million in the former RSA). Table 11 compares incomes from the sales of agricultural products (for the main agricultural subsectors) in the former homeland regions (by smallholder farmers aand emerging commercial farmers) to that in the former RSA (by white commercial farmers). The sales of agricultural products by smallholder farmers, as discussed earlier in section 3.9.1 are very minimal, compared to the national total. The table also shows that in the former homeland regions income from sources other than agriculture is very significant to farming households, constituting over 94% of the national total.    

Table 11: Income from sale of agricultural products by type of farming activity and geographical location

	Type of farming activity
	R million

	
	Former RSA
	Former homelands
	South Africa

	Livestock & poultry
	23 711 
	357 
	24 068 

	Cereal, tuber and root crops
	288 945 
	2 068 
	291 013 

	Vegetable crops (excluding tubers and roots)
	12 517 
	332 
	12 848 

	Fruit crops
	21 885
	288 
	22 173 

	Other farm income
	43
	681
	724


Source: Statistics South Africa, 2002.  
4.2.6 Access to Services by Smallholder Farmers

For the first time, the census made it possible to determine numerically the availability (and the need) of infrastructural services to farmers in the former homelands. It revealed that the most essential farm service or facility required in South Africa (as a whole) as at year 2000 was water for irrigation (60,4% of farming operations), followed by telephone services (44,2% of farming operations) and then electricity for farming purposes (37,0% of farming operations). This pattern is a reflection of that in the former homelands - 65,2%, 46,1% and 37,9% of farming operations need irrigation water, telephone service and electricity, respectively. The pattern of need was different in the former RSA. Here telephones were the most required service (32%) followed by electricity (31,2%), then roads from farm to market (30,4%). The majority of farming operations in KwaZulu Natal (76,6%), Eastern Cape (58,3%), Mpumalanga (51,9%) and Limpopo Province (71,1%) required water for irrigation. Most farming operations in the latter 4 provinces were located in the former homelands. The number of farming operations in the same provinces that required electricity for farming purposes were large: 143 000 in Eastern Cape (35,1%), 141 000 in KwaZulu Natal (65,3%), 6 000 in Mpumalanga (13,4%) and 79 000 in the Limpopo Province (28,6%). This is one set of statistics that should be directly useful to the FSSP.   

Table 12 shows the requirement of farming operations for the different infrastructure by geographical location and whether it was readily available or not. The census information confirmed the expected. As illustrated by Figure 13, access to facilities and services in the former RSA by farming operations far exceeded that of farming operations in the former homelands.

Table 12: Farming operations in the Former Homelands that require selected services/facilities by availability of the service/facility
	 
	Readily available
	 
	Not readily available
	 
	Total
	 

	Service/facility
	N (1000)
	%
	N (1000)
	%
	N (100)
	%

	Former homelands
	 
	 
	 
	 
	 
	 

	Water for irrigation
	68
	11,1
	543
	88,3
	615
	100,0

	Telephone services
	41
	9,5
	391
	89,9
	435
	100,0

	Electricity for farming
	46
	12,8
	310
	86,5
	358
	100,0

	Road from farm to market
	26
	9,6
	245
	89,6
	273
	100,0

	Transport
	58
	17,9
	265
	81,2
	326
	100,0

	Input dealers
	13
	5,6
	210
	93,8
	224
	100,0

	Trading centers
	10
	4,0
	230
	95,1
	242
	100,0

	Mills
	43
	15,8
	225
	83,4
	269
	100,0

	Driers
	2
	1,4
	132
	97,6
	136
	100,0

	Grain silos
	4
	2,6
	152
	96,0
	158
	100,0

	Cold storage facilities
	2
	1,5
	145
	96,8
	150
	100,0

	Packaging services
	1
	1,0
	132
	97,5
	136
	100,0

	Warehouses
	2
	1,4
	148
	97,0
	152
	100,0

	Other facilities
	1
	2,0
	63
	92,0
	68
	100,0


Source: Statistics South Africa, 2002.  
For example, only about 11,1% of farming operations in the former homelands could access irrigation water, the remaining 88,3% could not access the service. About 89,9%, 86,5%, 89,6%, and 97,6% respectively of farmers in the former homelands could not access telephone, electricity, roads to markets and driers. 

Figure 1 reveals that in the former RSA, 70% (compared to 17,9% in the former homelands) of the farming operations that required transport could access it and 66,3% (compared to 12,8% in the former homelands) of those that required electricity could access it. Generally the access to services for farming operations in the former homelands was poor, below 18% for all services. The accessibility to other services and facilities was as follows: mills (15,8%), water for irrigation (11,1%), road from farm to market (9,6%), telephone services (9,5%), etc. Figure 10  provides a graphical comparison of the relative accessibility of farm services in the former homelands and the former RSA.
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5. SOUTH AFRICAN NATIONAL FARMER ORGANIZATIONS

There are 3 main national level representative/umbrella FOs – NAFU, Agri-SA and Transvaal Agricultural Union (TAU), representing small farmer and commercial farmer organizations. The first two are members of IFAP.

NAFU is the main national small farmer organization, representing most small farmers in the country and has provincial chapters across the country. The National Emergent Red Meat Producers Organization (NERPO) is an important component of NAFU, having successfully organized and supported emerging livestock farmers across the country over the past ten years.

 

Agri-SA is the other IFAP member FO in South Africa. While Agri-SA and TAU originally represented only white commercial farmer organizations, certain member commodity organizations of Agri-SA have adopted transformation programmes that include the uptake of small farmer membership and special support and development programmes of the latter. Agri-SA member Commodity Organizations that have significant small farmer participation include Grain SA, Wool Growers Association, Sugarcane Growers Association, SENWES and Afgri.  

5.1 NAFU’S ROLE IN SMALLHOLDER FARMER DEVELOPMENT

The National African Farmers Union of South Africa (NAFU SA) is currently the most significant, recognised and representative mouthpiece of small and emerging farmers of the country. It was formed 14 years ago as part of the broader economic liberalization process for the African people of the country. NAFU was seen at inception as an advocacy for highlighting the plight of African farmers. Priority areas identified by the Union at the time for farmer development were the following:

· Empowering African farmers

· Providing access to land for agricultural purposes

· Providing access to finance and other service support

· Providing skills development and technical support  

Substantial gains have been made by NAFU since inception, including contribution to national policy development aimed at improving the lot of African farmers. At organizational level, NAFU is now recognised as the mouthpiece of emerging farmers by government, and has strong regional and international relations with farmer and other organizations.  

However, the Union’s Organizational Strategy and Action Plan (June 2006 – May 2009) admits that “Despite these developments, participation by African farmers in the mainstream of the economy remains marginal. African commercial farmers remain very few, the problems of (access to) resources, particularly land, are yet to be resolved, skills deficiencies continue to undermine performance of emerging farmers, and farmers are not able to access markets. In the meantime, problems of globalization, rising (production) costs are posing a threat to the entire agricultural industry.” (NAFU, 2006).

According to the Union’s Organizational Strategy, the organization is gearing itself up to expand its influence beyond policy advocacy, and to become a real player in farmer development in South Africa and in the national effort to increase the contribution of the agricultural sector to the economy. Furthermore, in response to the rapidly changing local economic environment and pressures of globalization, NAFU believes it ought to sharpen its capacity to lead emerging farmers and to prepare them to be able to cope, develop and thrive under these conditions.

To play this leadership role NAFU recognises the number of advantages and opportunities it could leverage to the realization of its objectives. It has successfully established provincial structures, and is in the process of consolidating its nation-wide network of district structures. Through these structures NAFU has the potential to mobilize the majority of African farmers to committed membership, and to establish a nation-wide network of farmers organised locally, provincially and nationally to access the needed farmer development support. DoA is currently developing its new farmer support programme, and this work has recognized the role NAFU could play in nation-wide local organization of farmers. This could be one of the many areas of collaboration for NAFU and the DoA. NAFU currently enjoys recognition by government and other significant role players. Furthermore, a wide range of government development programmes and institutionalised farmer support services exist at national, provincial and local government levels that NAFU’s FDAP could be designed to link into, in a deliberate effort to make these programmes more accessible and relevant to the target farmers, including:

· Comprehensive Agricultural Support Programme (CASP)

· Micro Agricultural Financial Institutional Scheme of South Africa (MAFISA) 

· Accelerated Shared Growth Initiative of South Africa (ASGISA)

· Land and Agricultural Bank

· Khula Enterprise Finance LTD

· Umsobomvu Youth Fund (UYF)

· The Industrial Development Corporation (IDC)

· Letsema/Ilima

· The Land Reform Programme an its component subprogrammes, e.g. Land Redistribution for Agricultural Development sub-programme (LRAD), Land Restitution and Tenure Reform. 

· LandCare Programme            

5.2 AGRI-SA ROLE IN AGRICULTURAL DEVELOPMENT 

Agri SA was established in 1904 as the South African Agricultural Union. At present it serves some 70 000 large and small-scale commercial farmer members (Agri-SA, 2009
).
MISSION OF AGRI SA

           
Agri South Africa (Agri SA) is a federal organisation, which promotes on behalf of its members, the sustainable profitability and stability of commercial agricultural producers and agribusinesses through its involvement and input at national and international level.
FOCUS-AREAS
Trade and Industry 
To promote the welfare of agriculture, also within the trade environment and specifically as part of the supply chain of food and fiber products, the following are typical areas which receive attention: 
· Participation in the development of a Competition Act and the monitoring of competition practices. 
· Input with regard to an agricultural trade policy to, inter alia, the National Department of Agriculture (NDA) with a view to a level playing field for the local sector. 
· Participation in the development of the Trade Administration Act in order to facilitate an acceptable procedure for, among other things, applications for import tariffs on importable agricultural products. 
· Participation in developments around the Proudly South African campaign. 
· Evaluation of trade agreements, for example between South Africa and the European Union (SA/EU) and that in the Southern African Development Community (SADC), in terms of their influence on agriculture. 
· Representation in the National Economic Development and Labour Council (NEDLAC), the International Federation of Agricultural Producers, (IFAP) and the Southern African Confederation of Agricultural Unions (SACAU) in order to promote the interests of South African farmers. 
· Input with regard to the development of a industrial development strategy that provides for the needs of agriculture. 
Economic Affairs
In order to influence the income statement of agriculture and individual farmers in terms of the cost structure of inputs, financing and taxation as favourably as possible, the following are examples of aspects periodically receiving attention: 
· The fuel concession for which farmers qualify at present. 
· Input with regard to the development of a risk and disaster management policy. 
· The quantification of damage emanating from natural disasters, and negotiation for government assistance. 
· Capital gains tax and also specifically an equitable dispensation for farmhouses in this regard. 
Law and Order    
A crime-free environment is a logical prerequisite for production, investment and rural development. In this regard the focus on the following aspects is of importance: 
· A farm-access protocol - that was accepted by government structures and the security forces - has already been implemented. 
· An information document on the handling of farm invasions was compiled and distributed with the assistance of the security forces. 
· The position of the commando structure and future dispensation is being clarified with the authorities to prevent a void from developing in respect of rural security, etc. 
Water Affairs     
Water was identified as a matter that justifies designated and constant attention. The following typical actions have yielded positive results or have facilitated ongoing involvement: 
· Approval was obtained from the Department of Water Affairs and Forestry (DWAF) for the phasing in of maintenance and operating costs relating to state water schemes over a period of five years. 
· The introduction of moratoriums on water tariff increases was negotiated with DWAF for the transformation of state water canal schemes into water user associations. 
· After an agreement was reached with DWAF, the depreciation costs recovered by state water schemes were limited to 1c per cubic meter annually for a period of three years, etc. 
National Infrastructure
Ongoing liaison with local authorities in respect of the following policy and operational matters is an example of related aspects being dealt with: 
· An inadequate rural road infrastructure and the deterioration thereof. 
· The under-provision of rail infrastructure at peak times and the lack of maintenance thereof, which have a cost effect on agriculture. 
· The standardisation of tractor and trailer licensing tariffs and the administrative system involved, etc. 
Farmer Development
Given Agri SA's mission, the promotion of a competitive environment for the sector as a whole is vital. However, it was realised that focused attention on Black Economic Empowerment (BEE) is also needed at national level. As discussed earlier in section 3.9.1, most of the commodity associations in AgriSA have transformation programmes, which support new smallholder farmer development efforts. In this regard current initiatives and actions include the following: 
· The establishment of a Development Desk to capture land-related BEE in a coordinated, national database. 
· Identification of new opportunities for BEE in agriculture. 
· Facilitation of the transfer of land within the context of orderly law enforcement and functioning markets. 
· Development of appropriate support measures in conjunction with the government and private sector. 
· Promotion of the concept of mentorship and joint projects in the agricultural sector.
Others focus areas include:

Labour & Training
 Labour is the biggest single cost item in the agricultural sector and therefore requires constant attention.  Over the years, Agri SA has built up and maintained a wide liaison network across the full spectrum of labour policy, labour legislation and labour practice.  

Land Affairs
The importance of land as production factor in agriculture and the position it occupies within political thinking is addressed in various areas of concern. 

Environmental Affairs
Actions relating to environmental affairs are aimed at implementing principles of sustainable development as formulated  internationally and prescribed in South African legislation. 

Information, Technology Development and Transfer 
The competitiveness of agriculture is largely dependant on the development and application of up-to-date technology. 

Corporate Liaison
Agri SA maintains a network of relationships, promotes understanding and insight on the part of interested parties and creates partnerships when these are deemed conducive to future of its members. The section Corporate Liaison Services helps to maintain, enhance and promote these relationships. 
Local Government
The importance of an adequate physical infrastructure for economic and rural development and competitive agricultural production is self-evident. Ongoing liaison, also specifically with local authorities occurs.

6. CONCLUSION

The world has entered one of its worst economic crisis, rapidly becoming a global recession, at the centre of which lies a global financial market, food and fuel crisis. The impact of the current crisis on financial markets and economic growth is more severe in developed countries than in developing countries, however the impact on livelihoods and human suffering is more severe in developing countries where the bulk of the world's poor reside. South Africa has in the recent past seen unprecedented levels of food and fuel inflation, high levels of unemployment and widespread poverty in the country, which during the year brought COSATU and the SACP to the streets in nation-wide protests. Arguably, the recent removal of the ANC of President Mbeki from office derived some of its support from the former president’s inability to deal with the national poverty and the food crisis. 

While the nation's commercial agriculture holds its own on the local and global markets (despite a number of challenges) the performance of South Africa's developing agricultural sector is without doubt mediocre, 15 years into land reform. Most land redistribution/restitution projects have failed to attain intended objectives, for lack of aftercare support. At the same time, agriculture continues to lose its significance to the national economy and especially as a source of rural employment and livelihoods. The agricultural sector continues to shed jobs (alongside mining, manufacturing and other sectors of the economy) - a situation that makes the onset of new challenges (e.g. the electricity supply problem and increasing input prices) a major national concern. According to the last Census of Agriculture of 2000, the number of commercial farming units in South Africa has declined by 12 162 units since 1993, in spite of land reform. And the annual growth rate of primary agriculture was a dismal 0.03% between 2000 and 2006, although agriculture related manufacturing industries enjoyed some growth over the period, an average of 2.74% per annum (Kojo Aihoon & Associates, 2008b). In spite of its challenges, a number of recent studies agree with the national Department of Agriculture (DoA) that the agro-food sector remains one of the priority sectors of the South African economy, because of its current and potential contribution to GDP and the growth and development of the South African economy. Additionally, the broader agro-food sector will remain a priority sector because of its place in national food security, as well as its potential socio-economic impact through the safeguarding of household food security in the rural and peri-urban areas where poverty is a pervading problem. In addition, smallholder farming is yet to take its place in contributing effectively to the agricultural economy and the development of South Africa and its people. 

Although black smallholder farmers in theory have equal access as their white commercial farmer counterparts to the nation’s local and export markets, quality and quantity constraints have kept smallholder farmer participation in these markets below 2% in most markets of the sector. A number of governmental and donor funded programmes are afoot in the country that have been working at improving smallholder market access, notably the work of the National Agricultural Marketing Council (NAMC), ComMark Trust and ECI Africa. The ESFIM Programme would contribute to the national development agenda of the country if it is successfully implemented in the country. This will require the successful collaboration and leadership of South African smallholder farmers with IFAP and all relevant local stakeholders to develop and implement a successful action research programme.  
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		Table 10: Farming operations that require selected services/facilities by availability of the service/facility and geographical location

				Readily available				Not readily availble				Total

		Service/facility		N (1000)		%		N (1000)		%		N (100)		%

		Former homelands

		Water for iirigation		68		11,1		543		88,3		615		100,0

		Telephone services		41		9,5		391		89,9		435		100,0

		Electricity for farming		46		12,8		310		86,5		358		100,0

		Road from farm to market		26		9,6		245		89,6		273		100,0

		Transport		58		17,9		265		81,2		326		100,0

		Input dealers		13		5,6		210		93,8		224		100,0

		Trading centres		10		4,0		230		95,1		242		100,0

		Mills		43		15,8		225		83,4		269		100,0

		Driers		2		1,4		132		97,6		136		100,0

		Grain silos		4		2,6		152		96,0		158		100,0

		Cold storage faciities		2		1,5		145		96,8		150		100,0

		Packaging services		1		1,0		132		97,5		136		100,0

		Warehouses		2		1,4		148		97,0		152		100,0

		Other facilities		1		2,0		63		92,0		68		100,0

		Figure 1: Availability of services and facilities among farming operations that require them, by geographic location

		Service/facility		Level of availability of service /facility (%)

				Former RSA		Former homelands

		Transport		70		17,9

		Farm to market road		69		9.6

		Electricity for farming purposes		66.3		12.8

		Telephone service		63.7		9.5

		Input dealers		55.9		5.6

		Water for irrigation		51.4		11.1

		Grain silos		48.9		2.6

		Trading centres		47.8		4

		Mills		44.8		15.8

		Warehouses		31.2		1.4

		Cold storage facilities		28.6		1.5

		Driers		27.9		1.4

		Packaging services		22.2		1

		other		10.2		2





Sheet2
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		Farmimg operations that require selected facilities by availability of the facility and geographical location

				Readily available				Not readily available				Total

		Service /facility		N (1000)		%		N (1000)		%		N (1000)		%

		South Africa

		Water for irrigation		91		13,9		565		85,6		660		100,0

		Telephine services		72		14,9		408		84,6		483		100,0

		Electricity for farming purposes		77		19,0		325		80,4		404		100,0

		Road from farm to market		58		18,1		259		81,1		319		100,0

		Transport		82		22,8		275		76,4		359		100,0

		Input dealers		25		10,1		219		89,2		246		100,0

		Trading centres		21		7,9		243		91,1		266		100,0

		Mills		51		17,7		235		81,5		288		100,0

		Driers		5		3,6		141		95,5		148		100,0

		Grain silos		13		7,6		161		91,0		177		100,0

		Cold storage facilities		7		4,1		156		94,2		166		100,0

		Packaging services		4		2,7		141		95,7		148		100,0

		Warehouses		7		4,0		158		94,4		167		100,0

		Other facilities		2		2,7		68		91,7		75		100,0

		Former RSA

		Water for irrigation		23		51,4		22		48,2		45		100,0

		Telephone services		30		63,7		17		35,9		48		100,0

		Electricity for farming purposes		31		66,3		16		33,4		47		100,0

		Road from farm to market		31		69,0		14		29,9		45		100,0

		Transport		23		70,0		10		29,1		33		100,0

		Input leaders		12		55,9		9		42,8		22		100,0

		Trading centres		11		47,8		12		51,4		24		100,0

		Mills		8		44,8		10		54,5		18		100,0

		Driers		3		27,9		9		71,4		12		100,0

		Grain silos		9		48,9		9		48,9		19		100,0

		Cold storage facilities		5		28,6		11		70,2		16		100,0

		Packaging services		3		22,2		9		75,9		12		100,0

		Warehouses		5		31,2		10		66,8		15		100,0

		Other facilities		1		10,2		6		88,6		6		100,0
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		Crop, livestock and poultry products

		Quantity produced of selected products in the 12 months prior to the survey by utilisation

		Former homelansd

				Sold				Kept for home consumption				Used to pay share rent				Used to pay farm or household labourers				Total

		Products		N (1000)		%		N (1000)		%		N (1000)		%		N (1000)		%		N (1000)		%

		Flour (kg)		4		1,2		321		97,9		3		0,9		-		-		328		100,0

		Maize meal (kg)		1114		2,1		52732		97,7		57		0,1		62		0,1		53965		100,0

		Processed animal food (kg)		-		-		151		100,0		-		-		-		-		151		100,0

		Jams and jellies (kg)		0		0,1		292		99,9		-		-		-		-		292		100,0

		Dried fruits (kg)		-		-		4		100,0		-		-		-		-		4		100,0

		Canned fruits (kg)		6		0,3		1686		99,7		-		-		0		0,0		1691		100,0

		Canned vegetables (kg)		-		-		80		100,0		-		-		-		-		80		100,0

		Other crop products (kg)		-		-		2219		100,0		-		-		-		-		2219		100,0

		Meat (kg)		1070		3,5		29584		96,4		-		-		38		0,1		30691		100,0

		Eggs (dozens)		103		2,1		4764		97,5		1		0,0		18		0,4		4885		100,0

		Milk (litres)		3748		14,6		21789		84,9		15		0,1		112		0,4		25665		100,0

		Butter (kg)		-		-		107		100,0		-		-		-		-		107		100,0

		Other dairy products (kg)		-		-		20		100,0		-		-		-		-		20		100,0

		Honey (kg)		-		-		0		100,0		-		-		-		-		0		100,0

		Wool (kg)		2612		98.7		33		1,3		-		-		-		-		2645		100,0

		Mohair (kg)		51		95,6		2		3,1		-		-		1		1,3		53		100,0

		Hides and skins (numbers)		31		35,7		55		64,3		-		-		-		-		86		100,0

		Other animals products		0		1,4		31		98,6		-		-		-		-		32		100,0






