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Congress introductory notes by the Chairman
On the occasion of the biennial ABC Congress, we reflect on the past, but also plan for the future of the organization and the industry the ABC serve. We learn from yesterday, we live for today and we dream for tomorrow!
The theme of the 2006 ABC Congress was “Agribusiness’s key to competitiveness”. We can look back with great satisfaction at the past two years in which the ABC has lived this theme and fulfilled a stronger leadership role as a valued partner in organized agriculture. But it is also with humility and deep gratitude that the ABC report the significant contribution the it made to the agricultural sector, to the people who work in it, to food security and ultimately to all the people of South Africa
The 2008 ABC Congress theme is “Mobilising agribusiness for growth”. Notwithstanding the many challenges that face us, such as electricity supply failures, declining real investment by government in agriculture and other infrastructural deterioration, we will focus on the fundamental issues that need to be addressed to ensure sustainable growth and development of South African agriculture. 
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Agricultural Business Chamber Biennial Congress Report 2008
1. Briefing
The Agricultural Business Chamber (ABC) held their biennial congress on 28-29 May 2008 in Fourways, Johannesburg. “Mobilising agribusiness for growth” was the overall theme and came through in all the different presentations and discussions, ranging from political, policy and legislative, markets and strategic perspectives.

In consideration of the political and policy environment, Prof Dirk Kotze, professor in political science at UNISA, presented on the national and international political developments and their impact on the growth of South African agriculture, and the Acting DG of Department of Agriculture, Dr Emily Mogajane, shared with the delegates on government policies and support systems for growing South African agriculture. 
Prof Willie Esterhuyse, a political commentator, explained the role of organized agriculture within this political and policy environment, with his presentation on investment in organized agriculture to shape policy formulation and to enable a conducive environment for business in the agricultural sector.

Delegates were updated on the policy issues which are high on government agenda when Mr. Rian Coetzee, head of IDC’s Food, Beverage and Agro Industries SBU, presented on transformation in the agricultural business sector as an imperative for growth and progress to date. Ms Annelize Crosby, the ABC’s parliamentary representative, informed delegates on the progress with land reform in South Africa and its impact on growth in the agricultural sector.

The future and growth prospects for agriculture in South Africa is in our own hands, however, challenges need to be faced and business needs to play within the rules – this was the overall message from both the guru of Future World (Deloittes), Mr. Mike Vincent, who attempted to have delegates understanding the future and how to create their own growth, and Prof Johan Willemse from University of the Free State, who provided an outlook on agricultural commodities and growth prospects in the agro-industries. Mr. Simon Robert from the Competition Commission explained to delegates the focus by the Competition Commission on the agricultural and food value chains.

2. ABC Members’ meeting

2.1 ABC leadership for 2008-2010 elected
At the members’ meeting of the ABC Congress, Mr Corwyn Botha of Kaap Agri was re-elected as Chairman of the ABC for the next two years. Dr Moji Mogari, an Executive Director of Afgri, was elected as Vice Chairman. The other two members of the Executive Committee, Mr Schalk Pienaar, Managing Director of Suidwes Landbou, and Mr Ben Lombard, Managing Director of MGK, were both re-elected. Dr John Purchase, CEO of the ABC, will serve as ex officio member of the Executive Committee.

The ABC’s management is excited on the new leadership and expects to effectively focus on creating an enabling environment for South African agribusinesses to operate competitively and profitably. The ABC will continue to dedicate its entire capacity to contribute to and influence the policy, political and agribusiness environment towards;

· economic growth (economic policy, international trade, national and international competitiveness, agribusiness intelligence, etc),

· sustainability (food security, climate change, etc), 

· social stability (HIV/Aids, labour, training, professional capacity development, etc), 

· transformation (BBBEE, post-settlement support for land reform, linking with new black emerging farmers, etc), 

· competitive business environment (Agro-logistics, infrastructure development, value chain development, etc), 

· regional development (NEPAD, African development and trade, etc)

There are many challenges and problems, but also opportunities, facing agriculture and the agribusiness sector at present and it will require a strong team effort from all members and interested parties to address these effectively. According to Dr John Purchase, the ABC collectively needs to turn agriculture around and ensure a competitive and profitable industry that provides affordable and safe food to the consumer.

2.2 Future strategic direction of the ABC approved
The members’ meeting approved the proposed visionary framework and strategic plan for the ABC. The visionary framework and strategic plan is summarised as follows:
Strategic intent:

To enable South African agribusinesses to operate competitively and profitably.
Mission:
The ABC negotiates for and facilitates a favourable agribusiness environment in order for its members to perform competitively, profitably and sustainably. 

ABC Cultures and values:
The ABC is an inclusive, voluntary association of agribusinesses that cooperates positively and acts dynamically, creatively and with integrity.

The culture of the ABC is to subscribe to the values of ethical business, accountability, leadership, trust, competence, quality service and excellent communication.

The Core and Operational objectives are as follows:

Core objective 1:

To influence the policy and legislative environment insofar as it affects agribusiness activities, by way of ongoing and professional interaction with all relevant government institutions.

Core Objective 2:

To improve the agribusiness environment through liaison and co-operation with influential groups within the broader business environment – locally and internationally. 

Core Objective 3:

To support the developing agriculture value chain and Black Economic Empowerment

Core Objective 4:

To create unique, relevant and accessible agribusiness intelligence to support ABC programmes.

Operational Objective 1:
To promote the ABC

Operational Objective 2:
To develop member capacity and strategic intelligence through exposure to networks, new information and ideas, and training.

Operational Objective 3: 
To maintain current membership and actively canvass for and enrol new members in order to broaden the base of the Association

Operational Objective 4:
To ensure efficient ABC administration, communication systems and management, to the benefit of its members.

3. Congress sponsors
The ABC is very grateful for the generosity of the congress sponsors and their eagerness of assisting the ABC to make this congress such a success. The sponsors are as follows:
Platinum:


ABSA Agribusiness

Gold:



TOTAL SA

Silver:



Mutual & Federal





Land Bank





Vodacom

Standard Bank

Council meeting lunch:
Suidwes

Chairman’s dinner:

Monsanto





Klein Karoo Koöperasie (Ostrich meat)




Afgri (Beverages)

Congress lunch:

Santam Agri 

Congress dinner:

ABSA Agribusiness





Kaap Agri (Beverages)





MGK (Beverages)

Members sponsorship:
OVK





NTK





SSK





NWK





Afgri

Delegates gifts:

GWK Ltd (Wine)





Santam Agri (Presenter gifts)





Senwes (Lucky draw)

Congress bags:

Made by Schoeman boerdery community project
Sponsored by TOTAL SA

Advertisers & Exhibitors:

ABSA Agribusiness




Afgri

Vodacom





Agrinet
TOTAL SA 





SSK

OVK






Santam Agri
Senwes 





NWK
Standard Bank 




NTK
Klein Karoo Koöperasie



Mutual & Federal
IDC (Industrial Development Corporation) 

Kaap Agri
Bio Onderstepoort Prod



Land Bank

4. Sponsored student attendees

ABC members enthusiastically agreed to sponsor the ten best agribusiness students from five different Universities to attend to the ABC Congress. Students were exposed to the agribusiness environment and the challenges and opportunities it involves and obtained the opportunity to network with agribusiness leaders and executives to actively position themselves effectively for their own future in agribusiness. The students and their corresponding sponsors are:
Walter van Niekerk

Senwes

Lize Terblanche

Senwes

Warren Floyd


Standard bank

Davison Chikazunga

Standard bank

Dirk Strydom


Suidwes

Thulani Magida

Suidwes

Lyndon Gray


MKB

Johan Ungerer


SSK

Wellington Sikuka

Kaap Agri 

Barret Schoeman

Leaders Unlimited

5. Closing remarks by the Chairman
Agribusinesses are and will always remain and important link and service provider in the South African food, wine and fibre chain. At the ABC, our collective economic social and political work will never end, whether we meet with government politicians, role players in the sector, unions or civil society. This interaction will continue at the highest level, both locally and internationally. The ABC has performed admirably and is well positioned to fulfil this role successfully.
No organisation can afford to become stagnant. Like any other organisation, the ABC must and will continually identify and evaluate new markets and opportunities for growth and developments. The ABC is dedicated to promoting agriculture, agribusiness and an environment where we can all compete effectively. We have an increasing responsibility to promote sustainable and shared growth in South Africa. Abraham Lincoln said, in the midst of the turbulence of the American Civil War:

“The dogmas of the quite past are inadequate to the stormy present. The occasion is piled high with difficulty, and we must rise with the occasion. As our case is new, so we must think anew and act anew.”

Annexure 1:
Summary of Presentation by Prof Dirk Kotze

National and international political developments and their impact on the growth of South African agriculture
A summary of Professor Dirk Kotze’s speech at the Agricultural Business Chamber’s Biennial Congress, 28 – 29 May 2008, Indaba Hotel, Johannesburg.
By:

Wellington Sikuka (Student sponsored by Kaap Agri)
and

Johan Ungerer (Student sponsored by Sentraal Suid Koöperasie – SSK)

National and international political developments are incredibly inclusive, dynamic and controversial - the presenter focused on relevant issues, such as, (i) the developments in the ANC after Polokwane, (ii) the economic and social policies, (iii) the USA presidency and (iv) the questionable position of China and the position of India in international trade. 
Before the ANC’s Polokwane conference, there was very little difference between the government, the ANC-in-government and the ANC-as-organization. Lately the three “groupings” find themselves with different positions on aspects requiring strong leadership, such as the energy crisis and the on-going crisis in Zimbabwe. There has recently been an emergence of three spheres in the ANC that has exposed the internal dynamics in the ANC. Before the Polokwane elections, Jacob Zuma was thought to have been supported by Cosatu and labour alliance and was feared that he would interfere with the running of the government. However, it now appears that Jacob Zuma tries consciously not to interfere with government. It is also of major note, that there has been much interaction between ANC-as-organisation and Government after Polokwane.
From an agricultural point of view, the ANC-in-government (Mbeki as president) placed a lot of emphasis on land reform in agriculture, with the hope of reducing rural poverty and establishing visible transformation. Although it was not the intension, the land reform program contributed to the decreasing domestic production and looming food insecurity. The times are changing and the ANC-as-organisation (Zuma currently as president) is likely to take over Government in 2009.  The ANC-as-organisation will be faced with challenges, such as food shortages, greater rural poverty, crime and social instability if they continue on the same route as the current Government.
Economic and social policies remain unchanged. Firstly, there is still acknowledgment that the market is the ultimate centre for growth and that the South African economy should be more integrated into the international community. However, there are criticisms about BEE as being too narrow, with affirmative action and employment equity being re-asked. Agriculture is discussed in the context of social transformation rather than from an economic point of view. The downfall has been the notion that to address poverty, land is a critical issue whilst little is done on the economics of agriculture. As a result, expropriation is viewed as a golden way to land reform yet access to land is not the big issue to land reform. Structural adjustment has to be made, yet there is lack of capacity in the Department of Land Affairs. It is expected that South Africa will face a trade off between food security versus land reform. 
Resurgence of the uprisings and violence, such as the recent xenophobic attacks, are mainly because of the economic and social crisis. Xenophobia is a global problem as seen in Germany, Belgium, etc., however, the argument that it is caused by differences in social class, lack of services delivery, security situation and ethnic factor is argued to underestimate the nature of it and immigration is just a symptom. Thus the response for government would be to respond better to grievances through effective social and economic policies.

On the international politics front, the new USA presidency will definitely affect international policies. China’s position on the international scene raises serious challenging questions. Firstly, China is involved in the Sudan Darfur war, DRC, Zimbabwe arms deals, as well as the Tibet situation. These have shown weaknesses in the structure of China raising the fear that China is a political crisis in waiting. India is becoming a prominent and main trading power and has shown interest in Africa. Because India does not get involved in other countries’ politics it has a sounder base for international trade.
The current international phenomenon of food shortages creates exciting opportunities for agriculture.  South Africa’s ability to gain from these opportunities is determined by their ability to provide food security, the conclusion of the current land reform program and with the correct agricultural policies in place. This will provide agriculture with strategic value as opposed to a purely economic value.
Annexure 2:
Summary of Presentation by Prof Willie Esterhuyse

Agribusiness and the Policy Environment - The Challenge and How to Deal with It

A summary of Professor Willie Esterhuyse’s speech at the Agricultural Business Chambers’ Biennial Congress, 28 – 29 May 2008, Indaba Hotel, Johannesburg.

By:

Warren Floyd (Student sponsored by Standard bank)
and 

Barret Schoeman (Student sponsored by Leaders Unlimited)

Professor Willie Esterhuyse, a political commentator formerly of the University of Stellenbosch, informed the South African agribusiness fraternity about some of the problems and challenges facing agribusinesses within South Africa and how we (as South African agribusinesses) should go about dealing with these problems.  
The first general problem that he outlined was that countries around the world are facing similar problems with migrant workers.  Many years ago the working class and the poor migrated to new emerging countries, nowadays however; a clear role reversal exists, as we see the poor and working class migrating to the rich countries.  Secondly, we are living in an integrated and interdependent world and what we do may have implications in other regions of the world. In order to become part of this complex world we need to learn how to interact and network within a complex environment.  Complexity will be the word to describe the years to come and the old saying of keep things simple is a thing of the past.  Thirdly we must remember that the future is a moving target and this means that our innovative and creative abilities will be tested day by day.  We will need to learn new skills and abilities to answer the question of how to deal with instability and volatility. Creating a competitive advantage and how to create a competitive edge still remains the name of the game and creating this competitive advantage rests on the “holy trinity” of efficiency, productivity and credibility! We need to play the game according to the trinity.

We need to be aware that many governments and policy makers around the world do not view agriculture as a top priority and it is therefore up to farmers and agribusinesses to keep agriculture high on the agenda of government and policy makers.  This is extremely important since we can not have good projects in a bad policy environment. In order for policy to gain credibility it needs to be communicated and implemented. However in South Africa we get too many confusing statements with regards to policy. The first confusing political message is that of whether to control or not to control. For example on one side of the coin members of parliament have been quoted as saying that price controls and food subsidies are not government policy nor their intention to deal with rising food prices, while on the other side of the coin other members of parliament have been quoted as saying that if food prices get out of hand government will have to use legislation to control prices. The second confusing message is that of big, small or both.  South African agribusinesses face a major challenge in trying to overcome society’s general perception that big is bad. We need to promote the fact that big is not necessarily bad and come up with strong arguments for investment and rising productivity. The third area of confusion is the emphasis on productivity versus the emphasis on land redistribution. A major assumption that people have is that the land reform programme will contribute to increased productivity.  This assumption has proved to be false in many instances around the country, with one of the major problems of land reform been the consistent evidence of decreased productivity on the transferred land.

In concluding, Professor Esterhuyse gave South African agribusinesses some suggestions. Firstly, he recommended that public support and endorsement of acceptable positions on policy is needed. We do not need to respond to every statement. However, when it concerns vital policy issues we can not afford to practice quiet diplomacy. For example, if opposition parties make statements in public that will benefit the agricultural sector of our economy we need to support it. We need to be on the ball and respond immediately as the agricultural sector of our country is in dire need of a robust public debate. Secondly, interaction between businessman, beurocrats and policy makers is of vital importance. In order to create a breakthrough, we need more informal meetings with the beurocrats and we can’t only interact with the more senior government officials such as the Ministers of various departments because ultimately it is the beurocrats who push what will happen in parliament. We need to have viable projects written up that will create hope for the people at the local level, so that we can present them to the beurocrats. Finally we need to learn by doing! We have all made mistakes and we need to learn by them and ensure that we do not make the same mistakes again.

Annexure 3:
Summary of Presentation by Dr Emily Mogajane

Government policies and support systems for growing South African agriculture
A summary of the Acting DG of department of Agriculture, Dr Emily Mogajane’s speech at the Agricultural Business Chamber’s Biennial Congress, 28 – 29 May 2008, 
Indaba Hotel, Johannesburg.

By:

Dirk Strydom (Student sponsored by Suidwes)

Agriculture background

The peak investment in agriculture was between the years 1970 and 1980. The peak fixed improvements in agriculture were made between 1976 and 1982. The gross income increased in the last few years and the net farm income fluctuated considerably in the last few years, which causes serious concerns for agriculture.
The Department of Agriculture (DoA) did an analysis on food prices and came up with the following reasons: Low availability of grains worldwide, unfavorable climate conditions in grain producing countries, trade restrictions on export countries, increased demand for animal feed, increased energy costs, abuse of market power, implementing of biofuels in the U.S., electricity shortage influencing the South African agriculture mainly winter crops, these are all factors that lead to high food prices.

The total contribution of variable costs in the past seven years showed downward trends for maintenance and repairs costs, whereas seed and herbicide costs indicated an upward trend. The Cost of fuel and labour contributed to an average of 23% to the total variable input costs. In the Northern Kwazulu Natal, fertilizer and seed was the largest expenditure cost. In the North East Free State maintenance and repair costs were the highest.

Sanitary and Phytosanitary (SPS) issues

The outbreak of animal diseases is mainly caused by climate change, farmers not vaccinating, illegal imports and feeding of swill. Outbreak of plant diseases is mainly caused by inadequate surveillance done in rural areas; surveillance focusing on export areas and illegal imports. Farmers are also still using illegal substances and this causes consignments not being accepted in other countries. The department is currently allocating funds to increase the number of technical advisors in the field. Government has initiatives led by the Department of Health in place to ensure efficient registration of products. In order to effectively convey issues to the OIE, IPPC and the Codex alimentations, South Africa should be working more closely with SADC countries, in order to establish an African voice on the matter.

Livestock industry

In the livestock industry there are organized auctioneers and buyers. Currently at these auctions the farmers don’t get enough money for their livestock. The government is trying to assist these farmers, especially subsistence farmers. Recently the red meat export industry had no access to the EU, because of a few problems, such as: veterinarian inspection services not in place, poor abattoir management, and non- compliance with basic hygiene standards (HACCP standards). 

The EU prohibits importation of animals treated with hormones. Currently in South Africa there are many animals that were not treated with hormones. These animals can be found in the communal areas. The government and the private sector must come up with initiatives in order to export these animals. There must be a business structure in place in order to export these animals and sell them in local and international markets. In order to establish this, attention must be given to traceability and organic markets that are niche markets for this industry.

South Africa has much to learn from countries like Kenya and China. The key words in this subject are: work ethic and efficiency. The government is currently doing an analysis on perishable products (PPECB) because the responsibility is centered on the export arena, but there must be work done in the local market together with better control imports.

The government’s objective is having closer collaboration between departments and to promote interaction with giants like Agribusiness; this must be done in order to get the best view point. Government and the private sector must acknowledge their strengths and weaknesses in order to prevent making the same mistakes in the future as those committed in the past.  We should not blame anyone nor be blame-shifting; Instead we must take the bull by the horns and remember a “Boer maak ‘n plan”. We must establish strong partnerships between the private sector and the government in order to create strong enterprise development in agriculture to ensure a bright future. “If you don’t manage change, change will mismanage you”. 

Annexure 4:
Summary of Presentation by Mr Rian Coetzee

Transformation in the Agricultural Business Sector as an imperative for growth, and progress to date

A summary of Mr Rian Coetzee’s speech at the Agricultural Business Chamber’s Biennial Congress, 28 – 29 May 2008, Indaba Hotel, Johannesburg.

By:

Davison Chikazunga (Student sponsored by Standard bank)

1. Introduction 

Mr Rian Coetzee intended on providing a critique on the opportunities and challenges which the current government and other agribusinesses are facing in attempting to  transform the agribusiness sector through fostering empowerment of black farmers in agricultural supply chain

The rapid changes taking place in agri-food markets in developing countries as a result of the expansion of dynamic modern retailers, wholesalers and food processing business, are reshaping the way food systems are governed. In South Africa, small scale agriculture supports the livelihoods of the majority of the rural poor. However, this sector is poorly prepared for these changes. The AgriBEE programme provides a mechanism by which the infrastructure, systems and markets role of business and agro-processors can be leveraged to allow the successful integration of black farmers. As a result of the political legacy of pre-1994, black farmers were excluded from full participation in agricultural markets 
2. Background 

Previous race-based discriminatory policies contributed to the exclusion of small scale black farmers from the commercial farming sector. Added to these realities are the engagement levels of South African agri-business and retailers with black farmers, which to some extent reflect a continuation of that process of institutionalized marginalization. Although it has been implied that this low level of investment could be the result of continued racial prejudice, it is more likely to be the result of perceived higher levels of transaction costs incurred by agri-business when they engage small scale farmers as suppliers. It is against this background, and given the policy of the South African government to rid South African agriculture of its dualism and perceived exclusive nature, that it is critical to find appropriate institutional arrangements.

3. Empowerment Imperatives 

The government of South Africa is set to initiate a number of initiatives to leverage agribusiness resources and infrastructure to expand the engagement of small scale farmers, especially black farmers and land reform beneficiaries, in commercial agriculture and supply chains. The basic premise here is that government should see agribusiness as an important partner in the empowerment process by leveraging scarce resources in an optimum fashion. 

In the AgriBEE Charter, agribusiness enterprises are those individuals, groups, co-operatives or companies engaged in agricultural activities. The argument for engaging agribusiness in this process is supported by the fact that agribusinesses are buyers of farm produce and by definition represent the market for virtually all farmers. In addition, as agricultural market structures evolve, a larger proportion of agricultural produce is by-passing spot markets as agribusiness resort to a variety of contractual arrangements (growing programmes, production contracts and marketing agreements) to secure supply. The AgriBEE scorecard gives credence to preferential procurement and its role in enhancing transformation. In this regard, government recognizes that agribusinesses can play a critical role in assisting the establishment of black commercial farmers and black entrepreneurs at all levels in the value chain.
4. Models for engaging Black farmers 

There are a number of contractual arrangements that could secure market access for black farmers. There are several types of arrangements that agribusiness and farmers can enter into. The arrangements differ around the primary purpose of each, but are not mutually exclusive and may include more than one contract type.

Market specification/procurement type encompass: markets, supply schedules, quantity, pricing, price support measures, price guarantees, insurance, payment arrangements, quality, interlinked credit, financial services, product characteristics, contract duration, enforcement mechanisms, quotas, delivery conditions and other terms deemed necessary.

Resource management contracts refer to contracts that specify the requisite resources that have to be supplied to farmers.

Production management contracts become relevant when management prerequisites necessitate that management and control is transferred gradually and related with capacity enhancement. This is typical in develop-operate-transfer models or instances where new technology and scarce sills are applied. Another case where this contract might apply is in the occurrence of failure, when a second or third party can be contracted to continue managing the enterprise like a protector in a fallback position.

Mentorship contracts are relevant when skills levels are close to requisites levels but experience may be lacking. Mentors are appointed as decision-making support to farmers to limit punitive mistakes. Although the importance of this is generally underestimated by most players, including government, they are a vital requirement.

Service contract are relevant when specified services are needed on a short term basis and often complimentary to existing contractual arrangements. They are similar to those services that companies would conventionally outsource.

Possible opportunities for contractual arrangements

· Agricultural co-operatives/agribusiness contracting with black farmers

· Sugar mills contracting with small scale farmers

· Grain traders and co-operatives contracting with black farmers

· Feedlots, abattoirs or traders contracting black livestock owners

· Exporting firms/agents procuring from black producers

· Processing companies procuring from black suppliers

· Wine cellars issuing delivery rights to black farmers

· Market agents contract selling produce of black farmers

· Centre-satellite out grower schemes in primary agriculture

In virtually all these areas contracts are already operational but the issue of effectively including black farmers more effectively into the supply chain is a more complex problem. Solutions need to be found for knowledge/skills transfer (mentorship, effective extension services) leading to enhanced yield and quality, reducing transaction costs(co-operatives to lower cost to market), mechanization(through shared implements, tractors or arrangements with commercial farmers), appropriate and relevant R&D (at the ARC a special section exists).

 5. Types of incentive schemes to support contracting

Despite the potential of these types of arrangements to assist the process of black economic empowerment in agriculture, the reality is that due to the extra effort and additional cost involved in managing a large number of suppliers, many agribusiness firms will not engage in these types of ventures – often because of the effect on the bottom line and the resultant concerns about return on capital, equity and growth in share holder value. Agribusinesses operate in a very competitive environment and it is difficult to be the first to move in a direction that has yet to be assessed and its risks defined. The reluctance of agribusiness firms to engage in these types of ventures are therefore explained by the high levels of smallholder start-up cost, administration cost and high levels of asset specificity. These factors tend to make agribusiness wary of opportunistic behaviour by the contracted farmers. Other factors include the fact that farmers often see the agribusiness as a source of free inputs and skills which bring about unnecessary costs and losses to the agribusiness. Farmers are also wary of these ventures because they are sceptical of the intentions of large agribusinesses.

Adding to this reality are the high levels of unequal power in most supply chains where the farmers have no association, exercise little autonomy and the supply chains are tightly managed. Although farmers’ organizations, such as NAFU, do exist, the solution lies more in creating co-operatives focused either on product type or geographic location or both, but not in market intervention by the state, except in extreme circumstances. Limited trust between the contracted partners and perceived opportunistic behaviour on both sides also prevents more of these types of arrangements and there is a need for the development of contractual regulatory mechanisms. This lack of trust is expected due to out historical legacy. Market oriented collective action initiative can sustain benefits for small scale farmers. Market orientation is a driver to inclusion. The challenge however is to turn this around by considering the social return of vibrant and growing rural economy with farmers being incentivised to produce to a secure and non-exploitative market. The incentive should be to produce the right product at the right cost, deliver value to the consumer and be adequately rewarded. Therefore, the answer lies in improved productivity through higher yields, lower transaction costs and superior quality. The challenge for government is to design a programme of incentives for agribusiness to engage in contractual arrangements with black farmers. 

6. Way Forward 

South African agricultural continues to face the dual realities of a commercial farming sector coexisting with a small-scale developing sector. This dualism is not different from that encountered in agriculture in virtually any country. The difference in South Africa is that large commercial farming operations are predominantly white owned and small scale farming operations are predominantly black owned. However, this can be bridged by promoting economic integration between these two sectors. This can be achieved through the initiatives discussed below.

Investing in capacity building: There are no apparent barriers to market access as contracting arrangements are available for many agricultural crops, the problem is more quality standard, consistency and logistics, in terms of cost, distance and volume. Farmers should be educated and assisted in achieving international standards through both public and private initiatives and especially through public private partnerships (PPPs)
Accelerating sustainable land reform: The need to accelerate the delivery of land reform is readily acknowledged. Securing market access for example by contracting arrangements could be a means to pro-actively advance production on transferred lands or to acquire land for this purpose

Providing post-settlement support: The lack of post-settlement support to beneficiaries of land reform projects . This may occur because markets and the private sector do not engage in such initiatives leaving the responsibility wit the state . Contracting with private sector to assist with access to markets , capacity building and other requisites services  may be useful in this regard. This is especially necessary in terms of technical assistance for quality and standards for small scale developing sector without access to necessary resources

Incentivising markets: The tendency of developmental states is to be interversionist in advancing economic development . In an economy that encompass mature industrialized component , it becomes equally necessary to incentives this segment to constructively engage with the developing segments by incorporating small scale developing producers ad agribusiness into mainstream supply chains

Providing safety nets: Black and emerging farmers have to fend themselves in a global economic environment that is less sensitive to their circumstances and can be rather harshly punitive. Such penalties could be softened through appropriate contracting arrangements and the subsequent shared risk and provision of economic safety nets that allow producers to acquire experimental learning without having mistakes that renders them destitute.  

Annexure 5:
Summary of Presentation by Ms Annelize Crosby

Progress with Land Reform in South Africa and its impact on growth in the agricultural sector 
A summary of Ms Annelize Crosby’s speech at the Agricultural Business Chamber’s Biennial Congress, 28 – 29 May 2008, Indaba Hotel, Johannesburg.

By:

Thulani Magida (Student sponsored by Suidwes)

Land Reform, by definition, impact agricultural growth in South Africa either positively or negatively. The Land reform program has been progressive for the past couple of years but it has been very slowly. The basic reasons for the slow progress of the program and the formulation of new initiatives were discussed during a Land Summit that was held in 2005 whose basic interest was on speeding up the process. The formulation of new initiatives was a requirement because of different perceptions and observations that include frustration with perceived slow progress and also the concern over projects that have failed. The process still holds 4998 outstanding claims mostly in rural areas while about 1994 million hectares have been restored with a cost of R7169 million rand and there’s still R17 billion more needed to acquire land for outstanding claims. During the process of land reform many problems rose such as when it comes to the debate over land, the debate tend to be more emotional charge and politically driven. There are different perceptions about land, some perceive land as wealth and others see agricultural sector as a solution to poverty problems in rural areas. Other problems are that people expect too much than can be a reality, poor implementation of the program, problems within the program structure, budgets, capacity, spending, lack of coordination and lack of structured public-private partnership.

New initiatives that promise a well coordinated and sustainable approach to land reform are Land and Agrarian Reform Project (LARP) that strives to establish a strong relationship between land reform, agricultural support and stakeholders involved to accelerate the rate and sustainability of transformation. The Settlement and Implementation Support Strategy (SIS) is aimed at analyzing and addressing failures of the past and rectifying them during the process of implementation. The Area Based Planning (ABP) is aimed at looking at a specific area, identify problems and find solutions for that specific area with the involvement of stakeholders and structures of organized agriculture. There’s also Expropriation that is very problematic because (1) it reduces the confidence of investors to invest in the agriculture sector to enhance productivity, with the looming food price crisis, (2) expropriation power is used by junior officials and municipalities. For the fact that expropriation is a forced transaction, private owners should be fully compensated for their financial losses, should be allowed to practice their full right to access courts as the constitution speculates and their cases should be looked at without any biasness.

A need for a new approach is inevitable. The private-public partnerships are required and the agribusinesses, as private sector, can play an important role in land reform’s progress, success and sustainability. The global food price crisis foster incentives for increased production, thus resources should be allocated for economic reasons rather than for political reasons. According to the group of Harvard Economists, Government must foster the agricultural sector to ensure sustainable economic growth.

Annexure 6:
Summary of Presentation by Mr Mike Vincent

Understanding the future and creating your own growth 
A summary of Mr Mike Vincent’s speech at the Agricultural Business Chamber’s Biennial Congress, 28 – 29 May 2008, Indaba Hotel, Johannesburg.

By:

Lyndon Gray (Student sponsored by MKB)

Mike Vincent is currently employed with Deloitte in innovation services (as a Future Guru) and is closely associated with FutureWorld. FutureWorld is an international technology and business think tank, which helps businesses understand, design and create their future.

The presentation was centered on a main question: How does one manage in the changing world? The talk covered three main aspects: consumer culture, technology and business models and tended to vary from the 1960’s/70’s through time to 2020’s.

The future comes at you like a tsunami and there are a number of tsunamis facing agriculture in the future. When you are in the middle of change you never actually know you are in change. It is very difficult to see the impact of the change. Innovators have no blueprints or plans. However, if we can understand the tsunamis coming, we can create and understand our own future.

“Future is a matter of choice not a matter of chance. Farmers need to be sure they have planned well.” Mike Vincent, 2008.

Culture has changed over time; In the 60’s man set foot on the moon, the Vietnam war was on, and Woodstock happened. It was the start of individual rights, civic rights, womens rights, environmental rights and consumer power. Since World War One there have been four distinct generations. The silent generation (SG) (1930’s -1960’s) who were - and simply had to be - happy with what they had. The baby boomers (BB) came next after Vietnam and grew up in a period of major economic growth and had the perception that they could do anything. Generation X (GX) came next and growing up in a free thinking world, ignored their parents and set their own trends. We are now in the transition to Generation Y (GY). The significance of this is that each generation has created specific companies. SG created companies with a bureaucratic structure such as General Motors, Volkswagen and IBM. The BB were less rigorous and created Microsoft, CISCO and SAP. Generation X created companies (in some cases illegal) with decentralized structures such as Napster, Google and Skype. However these distinctions in generation have NOTHING to do with AGE but EVERYTHING to do with ECONOMIC growth. For example in South African townships baby boomers are being born into a period of unprecedented growth and are beginning to see that anything is possible. Similar occurrences are happening in India and China. The question for anybody with a company is:

“How do you sell a product to one of these generations because the silent generation are not going to buy a product in the same way a generation x person will buy a product.” Mike Vincent, 2008.

Moving on to technology… Over the years technology has drastically developed and changed. For example the radio and music; it initiated from the gramophone to the transistor radio (which had thousands of producers). Today only two producers of radios remain (Sony and Philips) because they were able to ride the wave of personal music but they missed the next tsunami of downloadable music. Sony had the technology for the IPOD five years before Apple launched it but refused to use it because it would kill there walkman business and it subsequently has….. Lesson is:

“Eat yourself before somebody else eats you, otherwise somebody else will eat your lunch.” Mike Vincent, 2008.

This is not an isolated occurrence in the media industry for example there have been tsunamis of change from television (with many channels) to VCR to DVD to potentially no TV channels with the use of broadband (allowing you to watch anything you want when you want it.).

The way in which people interact is also revolutionizing and business models need to see these tsunamis coming and plan for them. Examples of changing interaction are MXit (text messaging service on mobile phones) which has about 200 million sms’s sent per day, Skype (free telecoms), YouTube (100 million videos streamed) and Facebook (34 million users). Deloitte had its prize giving on Second Life (recreate yourself on the internet). The rules of business are changing due to the ways of interaction changing. Advertisers and business need to be hot wired into these new ways of interactions. 

There are tsunamis coming for agriculture; currently there are 854 million hungry people in the world with 4 million more people going hungry every year. There is a food crisis looming with rising food prices. Farmers need to be aware of biotechnology. New technology is making better foods, new drugs, new materials and longer life. Everybody must be aware the second information revolution.

The future of manufacturing lies in nano-technology. Nano-tech is killing the value chain. For example a dress printed molecule by molecule. This is a massive tsunami change as it will remove the middleman from the value chain.

REALITY CHECK: The first human beings who will live to 150 have already been born. This will have massive implications for business and social structures. The boom in technology is causing falling prices (over the period from 1845 to 2006). The question is who will be the new leaders, 1 American farmer produces the same amount as 500 Chinese farmers (due to technology). Big monolithic companies will disappear and become more decentralized and fractal.
“One man and his computer can have the same influence and presence as a huge organization.” Mike Vincent, 2008.

People are no longer the most important assets but people’s networks are the most important assets. People must differentiate themselves.

· Knowledge is a commodity; it is more about your skills in using that knowledge.

· It is not about experience - it is about attitude. Experience is easily obtainable (e.g. Internet), attitude to be a go-getter is more important.

· It is not about management it is about leadership and relationships.

Individuals and business are smarter and more interconnected than ever before and there are boundless opportunities.

10 Lessons for the future:

1. Information is key

2. Biotechnology and 2nd information revolution.

3. It’s the personal age.

4. Leadership can be shared.

5. Fractal non-linear behaviour is the norm.

6. The unknown is the field of all possibilities.

7. Eat yourself.

8. You can no longer learn from experience.

9. Don’t compete.

10. Its one world one mind.
and
11. Search for the hero inside yourself.

Annexure 7:
Summary of Presentation by Prof Johan Willemse

Agricultural commodities outlook and growth prospects in the agro-industries 
A summary of Professor Johan Willemse’s speech at the Agricultural Business Chamber’s Biennial Congress, 28 – 29 May 2008, Indaba Hotel, Johannesburg.

By:

Walter van Niekerk (Student sponsored by Senwes)

In the agri-business, the big five has changed to the big three; food (food shortages), energy (bio fuels) and economy (international economy and financial shifts).  In the agri-business these big three must be used to the advantage of the business owner to develop an adaptable strategy that will work in a good or bad scenario to the advantage of the agri-business.   The agri-business owner must trust and have a positive attitude in the strategy chosen because the reality is, times are only getting harder and a person must adapt to these changes.  

The world is changing fastly; new markets are developing and food shortages are getting bigger.  There is a shift in the international economy from the USA to the developing Asian countries like China. China has a population of 1.3 billon people and has an increasing economic growth, so this means the average income will increase and lead to a shift to different markets.  In South Africa, 70% of the population lives in cities and peri-urban areas.  The food consumed by people in these urban areas is produced by the commercial agricultural sector and not by subsistence farmers.  As growth increases, the demand for different products also increases, packaged products and as well as processed products.  This means supermarkets well get bigger and stronger and an increase in the income of the consumer leads to more power for supermarkets.  

In South Africa farmers are moving to farmer controlled businesses to keep control over produce of products. In Europe, for example, dairy farmers control more than 40% of their products on the shelf.  This is to prevent supermarkets from controlling prices to producers.  The conclusion is that farmers are price takers and must produce at the lowest cost to compete with the international market.  

Economic growth in South Africa is slow, but will recover after the current account deficit is reduced.  South Africa is tightening its monetary policy and increasing interest rates to encourage offshore investments and reduce the shortages in the current account.  However, the effect that increasing interest rate will have on the farmers, is not so positive.  Farmers will have less money in their pockets, production cost will rise, and South African farmers will need extra financing next year (R50 billion) and in years to come.  In South Africa and the rest of the world there is a food shortage.  Food reserves are the lowest in 30 years and lead to rising of prices; it will take 5 years of abnormal production to restore the world reserves.  These changes have an effect on the farming sector.  Farmers must not see these changes as negative, but as opportunities in the markets.  Farmers must also be careful during this time of change.  Financing, price changes and world markets play an important role in the agricultural sector, the way forward for farmers is just to have a positive attitude and see the opportunities in agriculture.

Annexure 8:
Summary of Presentation by Mr. Simon Roberts

Focus by Competition Commission on the agricultural and food value chains 
A summary of Mr Simon Robert’s speech at the Agricultural Business Chamber’s Biennial Congress, 28 – 29 May 2008, Indaba Hotel, Johannesburg.

By:

Lize Terblanche (Student sponsored by Senwes)

The New Competition act of 1998, is very much inline with international standards. It is a dynamic process that - if it’s effective - should help competitors to get the best prices for their products. Therefore the Commission aims to make institutions independent to compete successfully in a free market system. One of the requirements is that businesses must give prior notice to the Commission when a merger is planned. The Commission then investigates the market to determine if the merger will not violate the laws the constitution. A good example was the proposed merger between Pick & Pay and Fruit & Veg, where the Commission prohibited the merger because they found that Pick & Pay would then be buying out a competitor.

There are two segments to the act. The merger review section, involves the process where a proposed merger will be investigated by the Commission to determine its effect on the economy, before approval. The second section is where the Commission looks at single firms who abuse their position and power in the market through price discrimination, collusive behaviour and/or by preventing access to inputs. The Commission decided that they should start prioritising because they can’t give every complaint the same attention. They decided that Food and Agro Processing, Banking and infrastructure & industrial development would receive top priority. When looking at Agriculture, a few cases made the headlines for example the bread cartel and the milk price fixing scandal. The commission’s policy is not to go out and investigate before they are notified of a violation against the laws. That is why after the whistle was blown on Tiger Brands, Pioneer foods, Parmalat and Clover, the Commission decided to investigate the rest of the sector. The Commission is not apposed to big businesses; they are just apposed to the big businesses exploiting their position. 

The results of the anti-competitive conduct recently had devastating effects on the poor households and lead to a decrease in production by farmers. Most importantly the Commission admitted that the Food and Agro Processing industry is very important to them, as misconduct in this sector negatively affects households and the entry of new businesses.
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