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EXECUTIVE SUMMARY
The South African government wishes to promote rural development and agrarian change. A key element to this is promoting small-scale farming. A larger and more vibrant small-scale farming sector has the potential to mitigate the problems of rural poverty, unemployment and food insecurity. The purpose of this paper is to examine the current situation in respect of small-scale farming, assess past and current efforts to promote the small-scale farming sector, and to recommend an approach that will tangibly improve our performance in developing the sector.
What research evidence tells us

After reviewing the evidence with respect to past and current efforts to support small-scale farmers in South Africa, in conjunction with evidence from other countries, the following conclusions are reached:

· Past and existing attempts by government to support small-scale farmers in South Africa have in general been costly and ineffective, in large part because they have been top-down and inappropriate in both design and in implementation. Some of these have attempted to prescribe what small farmers produce, with what technologies, at what scale, and whether for sale or for their own consumption. Too often these have benefited only a few, have created problems of indebtedness and have been resource-intensive to administer. More generic support and infrastructure can reach a wider pool of farmers more effectively, allowing them to adapt, diversify and innovate. The good news is that major budget increases and cumbersome roll-out of national programmes is not called for. Instead, what is needed are more strategic and catalytic interventions from government that combine national regulation through the value chain to enable market access on equitable terms for small farmers, combined with highly decentralised and participatory planning for infrastructure and services, where local priorities are defined by farmers themselves.
· The single most significant ‘asset’ available for developing small-scale farmers is small-scale farmers themselves. This means a number of things. First, it means that interventions have to be very careful not to stifle people’s initiative and talent, or to treat farmers as passive recipients of knowledge and support, but rather to create the conditions to allow them to realise their potential, and to enable and empower people and communities. Second, it implies that efforts to support small-scale farmers should prioritise those people who are already involved in agriculture at some scale
; this may draw people into farming who presently are not, but the prime concern should be to assist those who are already active in agriculture, for example for subsistence-oriented farmers to become commercially-oriented farmers where desired. And third, to the extent new initiatives are required, they must not be imposed in a top-down manner. 
· Conditions in South Africa are not fully conducive to small-scale farmer development, but neither are they entirely hostile. Two key constraints are the structure of the economy, and the shortage of water. The dualistic nature of the economy and of the agricultural sector is such that small-scale farmers have disadvantages in terms of marketing, and especially in respect of identifying viable value-addition opportunities. The shortage of water limits opportunities for development of new irrigation capacity, but also threatens the usage of existing capacity.  Climate change may well exacerbate this. However, even so, there is significant scope for the small-scale farming sector to develop within the current environment, provided ambitious but carefully considered measures are introduced. Meanwhile, some of the over-arching constraints should be addressed, not least the highly concentrated structure of agro-food markets, which disadvantage not only black small-scale farmers, but also a large share of commercial white farmers. 
· We cannot – and need not – attempt to do everything at once everywhere. There are fiscal constraints, but probably even more serious there are human resource constraints and knowledge gaps. There is therefore a need to focus and to ‘work smart’, to be selective about what we do and where we do it, and to design an approach that allows for intensive learning-by-doing. To the extent it is evident that there is a need to embark on a dramatically different approach, we cannot pretend to have the blueprint for it now, indeed this is intrinsically impossible if we are genuine about bottom-up approaches. Still, the strategy that is developed should be designed with scaling-up in mind.
Choice of policy approach
A core choice has to be made at the level of overall strategy. The choice is whether: 
i) to support many small-scale farmers to keep doing what they’re doing and produce a larger share of their household food requirements (i.e. ‘food security’ or ‘production without accumulation’); 
ii) to enable a smaller number of small-scale farmers to become fully commercial farmers and raise their output and incomes (i.e. ‘ladders-up’ or ‘accumulation for the few’); or 
iii) to support many small-scale farmers to keep doing what they’re doing, but to increase their productivity, scale up, diversify their products, and raise their incomes (i.e. ‘accumulation from below’). 
These three strategies can co-exist, but most past and existing policy initiatives have focused only on the first two – ‘food security’ for many poor households and ‘ladders-up’ for a few better-off farmers. The emphasis of a new national initiative to support small-scale farmers should be on achieving scale and impact, enabling ‘accumulation from below’ for a substantial portion of the existing population of small-scale farmers. Between the agendas of welfare and food security for the poor on the one hand, and narrow empowerment and commercialisation on the other, this must make possible an alternative path of widespread sustainable growth and improvement in the small-scale farming sector, and the creation of an emerging ‘missing middle’ of successful small farmers. 
However, given finite resources and the diverse and diffuse nature of the agricultural sector, a means of focusing energies is needed. 
Proposed policy approach

The approach that is recommended is as follows:

· We must focus initially on districts that have relatively high concentrations of black farmers and of land reform beneficiaries, and to launch area-wide programmes in these areas that are worked out in conjunction with the emerging Comprehensive Rural Development Programme planning process. For example example 7 district municipalities out of all 46 district municipalities account for about 44% of all blacks involved in agriculture around the country;
· At the core of the strategy is a Decentralised Small-Scale Farmer Strategy. District municipalities are the lowest level of government wherein most government departments are represented, and can therefore serve as the locus for co-ordination;
· In these areas, we must resource local stakeholder-based consultative, planning and coordination initiatives through training and facilitation, probably at local or district municipality level. These processes will serve to clarify the local constraints and priorities in respect of small-scale farmer development, and will also be the fora to which government and other agencies are accountable;
· Government must in parallel seek to resolve common and broad constraints in these districts, focusing its efforts on key systemic constraints where there is the greatest potential for high and widely-shared payoff: these include improving access to mechanisation services, fostering appropriate market linkages, determining viable extension models, and promoting institutional and other changes that will allow for land rental markets and the protection of arable land from livestock;   
· We must modify and/or align existing programmes so that they fortify the emerging approach, especially the Comprehensive Agricultural Support Programme (CASP) and land redistribution. CASP can be modified so that it favours the development of off-farm facilities that are of common benefit to large numbers of farmers (as opposed to the current emphasis on on-farm infrastructure, which benefits very few people), and land redistribution must explicitly seek ways of making land available that is suitable for individual small-scale producers, which it has largely failed to do up to now.
Continuing what works, learning from mistakes

The proposed Decentralised Small-Scale Farmer Strategy draws on the best of existing and past initiatives to support small-scale farmers, while adapting these in light of lessons learnt. These are the main features of government initiatives that we should keep, there are also some that must change, and some approaches that should be added. 

Keep:
· extension and training, but develop appropriate cost-effective models that provide real value added and can be extended considerably, eg through farmer-based models; 
· development of input supply networks and promotion of mechanisation contractors; 
· development of marketing skills and promotion of market linkages; 
· institutional and financial support to various kinds of farmers’ organisations, including marketing co-ops. 
Change:
· do not require production for sale (i.e. for commercial purposes) as the basis for provision of support; 
· less emphasis on high-input production systems, eg GM seed and agro-chemicals; 
· less emphasis on higher yields, e.g. relative to bringing land out of fallow; 
· do not impose or over-encourage credit uptake;
· do not impose ‘consolidation’ of fields. 
Add:
· a participatory approach that promotes farmer organisation and involves them in a very significant way in the design and implementation process;
· promotion of land rental markets; 
· measures to limit livestock damage eg by support for fencing; 
· more refined market linkage and development, including incentive schemes to broaden supermarket access and other procurement practices; 
· promotion of small-scale and decentralised private agro-processing capacity; 
· capacity support to government institutions, especially provincial agriculture departments;
· investigate mechanisms that can promote the active involvement of small-scale farmers in value-chains, and avoid their being locked out by the large agro-industrial conglomerates. 
Specific interventions

This study proposes a phased rollout, starting with four immediate steps that can be actioned at district level, in the priority 12 or so districts in the country:
· Confirm the priority districts: many of the existing small-scale farmers are found in a small number of districts in the country. Confirm which of these will become the priority for the inception phase. 
We propose a total of about 12 – and selection should be done collectively by DAFF, DRDLR and the provincial agriculture departments, and in consultation with affected district municipalities.
· Input supply and farmer services: public subsidisation of small-scale local industries that provide services to small-scale farmers, especially tractor services and milling, combined with a programme to incentivise and train agro-dealer networks to make inputs more readily available at local level and at reasonable prices. The immediate benefit is easy and affordable access for small-scale farmers to small quantities of inputs, and appropriate services. The longer-term benefit is stimulation of the rural non-farm economy and growth of multipliers in areas that have been economically depressed.

· Land tenure and land rentals: use participatory demarcation and rights confirmation methods to define arable plots, to enable land rights holders to rent these out through community-recognised processes. The immediate benefit is enabling under-utilised land to be transacted and passed to those who wish to farm it.
· Fencing: invest public funding and facilitation in the fencing of arable plot areas, using participatory processes within communities to identify which plots require fencing, and the Community Work Programme to build the fences. The immediate benefit is reducing crop damage by livestock, and removing one reason why people who would like to cultivate do not do so.
· Land reform: acquire farms in priority areas identified through participatory area-based planning, and subdivide according to needs and capabilities of identified beneficiaries, instead of acquiring farms on a one-by-one basis and transferring them whole to groups. The immediate benefit is making family farming feasible, reducing the risk of project failure in large commercial group projects, and enabling planning for common infrastructure, like boreholes, dipping tanks and marketing depots, to benefit many farmers.
· Marketing links to supermarkets: There should be an attempt to work with supermarket chains and fresh produce markets to improve their links to smallholders, building on spontaneous successful developments observed in some parts of the country.
Adapting international best practice

Available research in South Africa does not provide all the answers to the challenges faced by small-scale farmers. In these areas, we can commission reviews of international best practice in order to identify new approaches that can be adopted and adapted in South Africa, using innovative learning methodologies. Three such international reviews should be conducted during 2010 to inform new initiatives from 2011 onwards.
· Extension services: How can we substantially scale up provision of extension services to reach most small-scale farmers, and at the same time improve the quality and appropriateness of extension advice? Following the existing model would make this prohibitively expensive, involving overall budget increases in the order of four or more. There is therefore a need to test and refine new models that make better use of existing resources, such as farmer-based extension models, and draw in non-state service providers.
· Environmental services: How can we realistically and cost-effectively undertake conservation measures which augment water availability while also protecting the natural environment, and do so in a way that is remunerative for rural dwellers and therefore self-sustaining? This can be both for the public good but also mechanisms to allow for additional recovery of water for agriculture.
· Regulation and incentives: How can we ensure that companies along the value chain that are involved in agro-processing and retail source from small-scale farmers and that procurement policies applying to government entities also promote this? This is essential if small-scale producers are not to be continually ‘crowded out’ of local markets. National level regulation, in the form of licensing requirements and tax incentives, can incentivise supermarkets to source fresh produce from small-scale farmers, and for agribusinesses to deal with small farmers as clients. However, the feasibility of this, and the details of how such regulation should be structured, is yet to be established and must be explored, drawing on experiences elsewhere. 
Institutional arrangements

While a small-scale farmer strategy requires national policy direction, regulatory support, funding, and oversight, implementation must be devolved to district or local municipality level, so that farmers themselves can identify the forms of support they require and can plan for their own development. This approach builds on best practice internationally, including the experiences of India and Mexico, and can mitigate the risk that programmes turn out to be costly and inappropriate. Devolving responsibility for planning and implementation to local level requires inserting skilled facilitators who work with local farmers to develop their agricultural development plans and to identify specific and strategic interventions that can support these. This dedicated capacity must be exclusively for facilitation, organisation and training, and form part of the CRDP district planning processes. 

1. INTRODUCTION – INTERPRETATION OF THE BRIEF AND OVER-ARCHING POLICY QUESTIONS

The Terms of Reference require the researchers to formulate evidence-based recommendations for "How to bring in new small-scale and larger commercial farmers, and to make sure that they are productive and contribute effectively to the rural economy and to national food security". In considering this brief, it is worth questioning what precisely we mean by “new”. One interpretation is that we are seeking how best to create opportunities for people who are presently economically inactive to become small or medium-scale commercial farmers. This interpretation is consonant with the language of the Strategic Plan for South African Agriculture (Department of Agriculture 2001), which repeatedly refers to black farmers as “new entrants”. A second interpretation begins with the observation that presently there are about 4 million black people in South Africa involved in agriculture at some scale, of whom roughly 200 000 practice agriculture mainly to derive an income (i.e. are commercial smallholders). Given this, a different way to understand the brief is how to assist a certain share of existing subsistence-oriented farmers to become more commercially-oriented, and existing commercial farmers to prosper and grow further. These different visions imply different emphases in interventions, and have different implications for how we conceptualise our outcomes. We have adopted the second approach, and present below what evidence we have been able to find that might guide us, but note that there is limited literature demonstrating effective interventions that could and should be replicated or scaled up. 

A second introductory note is that while a number of the themes identified in the Terms of Reference are clearly important regardless of the context in which a small-scale or medium-scale farmer is operating, there are some policy issues that are specific to land reform and others to the development of agriculture in communal areas. In respect of land reform, a key question is: How has (redistributive) land reform performed thus far in creating opportunities for farmers of various scales, and why? In terms of communal areas, the key distinguishing questions are: What opportunities are there for existing farmers to improve their output and incomes, and what accounts for the vast amounts of under-utilised arable land? While we have a fair amount of good information in relation to the first question, the evidence in relation to the second is frustratingly thin. 

A third over-arching question is how support to commercial smallholders and medium-scale farmers should be understood in relation to ‘the enhancement of productivity of and employment in the existing commercial farm sector’. One common position is that supporting commercial smallholders and medium-scale farmers can be accomplished through improving extension services, improving smallholders’ access to credit, investing in marketing and other infrastructure, etc. This is the perspective exemplified by the Strategic Plan for South African Agriculture, which sees these as being the conditions needed to realise its objective of ‘equitable access’ to the commercial farming sector. A contrasting position is that a small-scale farming strategy cannot be merely an amalgamation of isolated interventions but requires wider restructuring. Given that there is no level playing field into which disadvantaged smallholders can ‘emerge’, the key to supporting ‘new entrants’ is the restructuring of the regulatory and institutional framework for agriculture, to provide their access to the advantages historically available to white commercial farmers and denied to blacks. Piecemeal programmes and ad hoc funding cannot effect the required structural change in the agricultural sector in the face of South Africa’s extreme form of agrarian dualism. According to this view, the presence of an established, highly capitalized, input-intensive commercial farming sector in the context of a highly concentrated agribusiness sector (storage, processing, manufacturing, distribution) and a retail sector, makes success in ‘small-scale farming’ extremely unlikely (Bernstein 1996), and runs directly contrary to the sort of sweeping change implied in the ANC’s resolution on ‘rural development, land reform and agrarian changed’ adopted at Polokwane in 2007. This report does not attempt to resolve this debate, but hopefully does inform it. 
2. OVERVIEW OF THE RESEARCH EVIDENCE

2.1. THE CHANGING CONTEXT OF AGRICULTURE
The context for agriculture and rural development in Africa is changing in three significant ways, creating new opportunities and threats for small farmers on the continent, according to the African Development Bank and International Fund for Agricultural Development. First, climate change creates new threats for small farmers, especially those involved in dryland production, but adaptation strategies can enable them to spread risk and invest in seeds and breeds that are more resilient in the face of changing temperature and precipitation patterns (see Box 5 below). Second, after decades of declining agricultural commodity prices, international prices for key commodities have risen and, after the recent spike in food prices, are expected to remain robust, providing long-run opportunities for those small farmers who want to sell to obtain decent prices – though this is obviously dependent on actual market linkages at local level and the distribution of returns through the value chain (about which more is said below). Third, the cost of agro-chemicals and oil-based farming inputs is rising and expected to continue to rise, creating both financial risks for small farmers who use high-input production technologies (Binswanger and McCalla 2009). A strategy to support small-scale farmers must recognise this changing context and, in its design, focus on helping farmers to mitigate the risks and adapt.
2.1. WHAT IS THE CURRENT STATE OF SMALL-SCALE AGRICULTURE? 
We split this question into two parts. First, what do we know about the sector in terms of its size, composition, and location? And second, how are farmers doing?
2.1.1. Size and composition of the sector

Those who indicate that they have engaged in some kind of own-account agricultural activity in the previous 12 months are furthermore asked what was their main reason for practicing agriculture. Two of the five possible answers to this question are ‘as the main source of income/earning a living’, and ‘as an extra source of income’. (The other possible answers are as a main source of food, as an extra source of food, and for leisure.) We take these two categories together as ‘black commercial farmers’ and these make up only about 4% to 8% of all blacks who engage in agriculture. The figure below shows the estimated trends in these two categories for the period 2001 to 2007, expressed both in numbers of individuals and numbers of households. The series are fairly volatile, probably largely owing to the fact that the underlying sample is small, i.e. in a given year, the total number of ‘black commercial farmers’ is typically extrapolated from fewer than 300 observations. Accordingly, it is difficult to know whether the apparent upsurge between 2006 and 2007 of black individuals engaged in agriculture primarily for income purposes is real or illusory; one notes however that the underlying number of black households involved in agriculture to earn an income remained fairly steady.
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Source: Stats SA, Labour Force Survey, 2001-2007.

Of the 250 000 to 300 000 black commercial farmer individuals, how many are of a size that is comparable with the white commercial farming sector? We do not know with any certainty, but note that the census of commercial agriculture of 2002 for the first time included farmers in communal areas provided they met the main criterion for inclusion in the census (i.e. were registered for VAT, which at the time was obligatory for all enterprises with an annual turnover of R300 000 or more), and there were approximately 300 such farmers.
The figure below gives a good indication of the differential economic significance of agriculture according to LFS’s ‘main reason’ question. On a per capita income basis, those who are involved in agriculture to derive their main source of income are about 95% better off than those who practice agriculture as a main source of food. Strictly speaking, however, this does not imply that those who produce as a main source of income are better off because of their farming; as has been noted many times, households that are wealthier to begin with are more likely to earn a decent return from farming (Palmer and Sender 2006; Carter and May 1999). Even so, it is worth noting that the average black household who produces as a main source of income is only in the 6th income decile, while the average household who farms for a main source of food is in the 4th or 5th income decile. (The 1st decile is the tenth of households receiving the lowest per capita income, while the 10th is tenth of households receiving the highest per capita income.) It is also worth pointing out that among households producing mainly for food, just over half are female-headed, whereas only 35% of commercially-oriented farming households are female-headed.
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2.1.2. How are farmers doing?
It is difficult to convey a precise idea of how commercial smallholders and medium-scale farmers are doing, partly because there is an absence of a large, appropriate dataset, and partly because the experience appears to be varied or even contradictory. According to the Crop Estimates Committee, between 2002/01 and 2007/08, the maize yield of communal area farmers increased steadily and significantly (CEC various). Moreover, the figure above suggests that the number of black individuals and households farming for a main source of income rose from 2004 onwards (basically recovering to their 2001 level). In 1991 Nicholson and Bembridge estimated that within communal areas there were 1 million smallholder households “who operate at and below subsistence levels”, about 240 000 “progressive small-scale farmers…who sell produce and/or livestock some of the time,” and about 3100 “market oriented commercial farmers who make a living from farming”. Although the categories are somewhat different to those employed by the LFS, and although the LFS is not strictly limited to communal areas, it is nonetheless implied that there are many more commercially-oriented black farmers now than there were in 1991. 
Case study evidence however suggests that the typical commercial smallholder is struggling. Perhaps the most poignant case studies are those from functioning irrigation schemes, where one would have expected smallholders to have the best possible chance to prosper. For example, Monde’s case study of a relatively successful smallholder at Zanyokwe irrigation scheme in the Eastern Cape reveals that most smallholders on the scheme are struggling, despite recent improvements to the infrastructure as well as the opportunity to derive marketing benefits through participation in the province’s Massive Food Scheme (Monde 2009). A recent case study of Dzindi irrigation scheme in Limpopo (van Averbeke and Khosa 2009) suggests that while farmers in general have managed to adapt to rapid increases in input costs, the most successful entrepreneurial farmers there are deriving net incomes per annum in the range of only R11 000 to R28 000. A recent study of Tshiombo irrigation scheme, also in Limpopo, shows a similar pattern whereby a small core of farmers are doing relatively well but by no means getting wealthy, juxtaposed with a larger number of farmers just getting by (Thagwana 2009). 
The performance of farmers who have benefitted from land reform (about which more is said below) is also sobering. This in turn is linked to the ‘black farmer rescue programme’ of the Ministry of Agriculture, Forestry and Fisheries and the Land Bank, which seeks “to prevent about 200 emerging farmers from having their farms auctioned off because of debt to the Land Bank” (PMG 2009), who collectively represent a bad debt of over R200 million. While it is not clear what share of the ‘development book’ this represents, it is about 7% of the Bank’s total lending.

It should be stressed that within ‘small-scale farming’ we include livestock production, which is a mainstay for many rural households, and so a small-scale farmer strategy must give priority to providing essential services like dipping and inoculation programmes to stock owners (Ainslie 2002). While cattle numbers have remained fairly constant over the past 50 years, ownership of cattle has become more unequal over time, meaning that fewer people own a larger share of the total number. Even so, stock ownership remains very widespread in that many people have a small number, and this plays a crucial role in poor people’s livelihoods (Andrew et al 2003). Increasing productivity of cattle and improving the health and value of herds is one effective way of reducing poverty in economically depressed areas (Ainslie 2002). This requires the expansion and improvement of animal husbandry and veterinary services (Andrew et al 2003). Together with a livestock marketing programme, such efforts could address the obstacles encountered by stock owners in selling their cattle – though increasing sales should not be the exclusive focus of support to stock owners, many of whom keep stock to provide milk for home consumption, for cultural reasons, for cow dung and draught purposes, and as an investment. At the same time, ownership of a range of other stock – sheep, goats, pigs, and smaller stock and poultry – remains widespread among poor rural households. Support for livestock owners is one area where public interventions can have a large impact on a large number of small producers, particularly in the ex-Bantustans (especially men!).
Past attempts to support small-scale farmers have had mixed success. While many localised initiatives to support these farmers are mentioned in the rest of this report, two significant programmes are assessed in Box 1 and 2 below. 
BOX 1: THE FARMER SUPPORT PROGRAMMES 

In the mid-1980s, the Development Bank of Southern Africa (DBSA) introduced the Farmer Support Programme (FSP). At the time, the approach was novel in the South African context, in that it focused on supporting smallholders in the homeland areas, as opposed to the more costly and poorly performing large capital-intensive schemes such as the state-run and parastatal-run farms. The DBSA defined a farmer as anyone who used resources part-time or full-time to produce agricultural goods. The Programme set out to integrate the promotion of agriculture with non-farm related rural development activities. However, the overall FSP development objective was the “promotion of structural change away from subsistent agricultural production to commercial production by providing comprehensive agricultural support services and incentives to existing farmers” (van Rooyen 1995). After a mid-term evaluation this objective was redefined in 1989 to focus on providing farmer access to support services over a wide base. The FSP ran between 1987 and 1993, and focused on the supply of inputs and capital to farmers, mechanisation services, marketing services, training and extension, and research. The Programme estimated that it reached 25 000 smallholders through 35 FSPs before it was overtaken by the demise of the homelands and their reintegration into the nine provinces emerging from the new democratic dispensation in 1994. 

A review of extension, training and research services provided as part of the FSP (Hayward and Botha 1995) identified a wide range of problems:

· Provision of poor quality extension support in most instances. The low effectiveness of services was not due to lack of field officers but rather to the low quality of their formal education and the lack of appropriate in-service training to meet on the job support needs.

· No meaningful contact between extension and research given that most research capability remained targeted at the commercial sector.

· Extension methods were outdated and had not adapted to changing international extension approaches.

· Farmers were encouraged to use inputs at too high a level against their actual achievement, pushing many into debt.

· Some 40 farmer training centres had been constructed in the former homelands while occupancy rates were 15 to 20%.

· Lack of co-ordination between Departments of Agriculture and Agricultural Corporations.

These are typical problems associated with support to smallholders and rural development. But it is worth pointing out that weak extension, poor articulation between research and extension, indebtedness, and weak inter-agency co-ordination are still very much part of the domestic landscape. However, Williams notes that “…formal credit, input and extension services cannot solve the problems on poor and overcrowded soils with poor access to transport and markets,” and suggests that improving access to markets and land on their own would be less costly and more effective ways of enabling smallholders to expand commercial production (Williams 1996: 145-146).

A critique from a different perspective was offered by Sender, who argued that “…even if the programme was extended to a level which is almost certainly not fiscally sustainable, you would only be reaching a tiny proportion of either the rural population or those who see their future in farming” (Sender 1995, p.254). Partly on the basis of his critique, the FSP earned the reputation of being extravagantly expensive. However, based on figures presented by van Rooyen (1995, same volume), the cost per farmer was about R25 000 over a 5 or 6 year period, expressed in 2008 Rand. Compared to schemes such as CASP, this seems exceedingly modest. 
Source: adapted from SESP 2009

BOX 2: SIYAKHULA / MASSIVE FOOD PROGRAMME

This programme launched in the Eastern Cape in 2003 with the aim of promoting successful black commercial farmers (and input supply, mechanization, credit and farmer support industries) in the ex-Bantustan areas, through provision of state funds for grants and loans over a four year period, scaling down from a grant of 100% in year one, to 75% in year two, 50% in year three to 25% in year four. Despite widespread interest, delays in disbursing funds led to low uptake and in subsequent years high debt levels, among other factors, led growing numbers of farmers to exit or be excluded. The programme was successful in bringing about significant improvements in yields – from an average of 1 to 3.75 tonnes per hectare – but from a diminishing core of farmers shouldering rising levels of debt and risk that proved to be unsustainable in many instances. A key lesson from this valuable experience has been the need to replicate and scale up its ‘value-chain’ approach to restructuring, by intervening in up- and downstream industries (supporting the growth of service and input supply industries locally), but to opt for less capital-intensive models to support small-scale farmers who are keen to commercialise and increase production – and not to rely on inputs that require high levels of debt or on high-input cultivation practices that rely on bought inputs of chemical fertilizer and pesticide. For the model to benefit resource-poor producers, to reduce attrition rates, improve the impact on poverty, and realise better returns on public investment, lower-input production options must be promoted, a less top-down design and implementation approach should be adopted, and smallholders should not be compelled to form groups for the sake of creating larger, contiguous blocks of fields.
Sources: Eastern Cape Provincial Government 2008, GRAIN 2008, Tregurtha 2008, Nilsson and Karlsson 2008
In summary, while there have been some modest successes, evaluations show remarkable consistency in terms of the reasons for poor performance of these and other initiatives intended to assist small farmers. Evidence from South Africa and internationally suggests that the five main mistakes of small-scale farmer support strategies have been:

· Prioritising emerging commercial farmers;
· Forcing people into groups for purposes of production;
· Forcing people to amalgamate land parcels to produce on a larger scale;
· Prescribing farming practices and specific input use;
· Requiring farmers to get into debt.

2.2. WHAT ARE THE REASONS FOR THE UNDER-UTILISATION OF LAND IN COMMUNAL AREAS?

In the face of evidence of land scarcity and overcrowding in the ex-Bantustans – which is where most small-scale farmers are located – is the disturbing phenomenon of under-utilisation of land, and in particular unused arable fields. The precise extent is unknown. Official agricultural statistics put the amount of agricultural land in these areas at 14.5 million hectares, of which 2.5 million (17 percent) are "potentially arable land" (NDA 2008). The Crop Estimates Committee (CEC) estimated that about 500 000 hectares of maize were planted in former ‘homeland’ areas in the 2007/08 production season, which represents about one fifth of what is potentially arable; while some arable land would be planted to crops other than maize, this suggests the extent of land under-utilisation is significant. It seems clear that most, perhaps as much as three-quarters, of arable land in the ex-Bantustans is under-utilised. Why?
In the former Transkei, crop production declined markedly during the 1960s and 70s, in many instances following the enforcement of ‘Betterment’ policies – though a study in Shixini by Andrew and Fox (2004) found that this was accompanied by intensification of production on homestead gardens. In contrast, in Limpopo and Mpumalanga, the total area cultivated has expanded but become more fragmented as household plot sizes declined over time (Baber 1996, Giannecchini 2001) – which may have contributed to more intensive cultivation (Andrew et al. 2003).

Based on a review of 20 case studies on land use practices, Andrew et al. (2003) identified eight primary reasons for under-utilisation of land, summarized as:
· A shortage of labour due to the absence of male labour, constraints on female labour linked to domestic responsibilities and urbanization processes;
· A shortage of per capita draught oxen and manure due to increasing population pressure;
· A shortage of capital and income to purchase inputs due to the loss of agricultural markets and low incomes from migrant labour;
· Difficulty in obtaining local sources of agricultural inputs and tractor services associated with the withdrawal of traders and poor services from agriculture departments;
· Soil erosion due to population pressures and poor land use practices;
· High risks of damage to crops from livestock due to labour shortages and the lack of fences, and the loss of crops to theft due to poverty, social disruptions and inequality;
· The lack of markets for agricultural produce due to increasing competition from the white commercial farming sector and the withdrawal of traders from communal areas;
· The loss of cooperative activities to support agricultural production due to increasing inequalities and the declining resource base such as labour, livestock and finances.

Other studies tend to confirm this list. In respect of economic factors, Tregurtha (2008) found in a study of the Eastern Cape that, where production is primarily for consumption, sales of output often fail to fully cover purchased input and labour costs, and rising input costs contribute to decisions not to continue with production – in other words, the low profitability of small-scale sales. Other studies have also found that lack of money to purchase inputs is a major constraint (Thagwana 2009, HSRC 2006), and that the rollout of social grants has facilitated agriculture in communal areas by simply making more money available for purchasing inputs (HSRC 2008).
One aspect of the tenure problem is that those not cultivating – for a variety of reasons – may have no way to lend or lease out their land, without the risk of losing it (HSRC 2002), in contrast to Lesotho, for example, where large amounts of land are farmed under sharecropping arrangements. Lyne and Thomson (1998) dramatically illustrated the significance of ‘tenure constraints’, meaning both the inability to protect crops from livestock damage, and the absence of rental markets, by undertaking a practical experiment in selected communities within KwaZulu-Natal in the mid-1990s. This experiment involved a consultative process through which some neglected traditional practices were reinstated (e.g. sanctions for those who allowed their livestock to wander into arable areas after the commonly agreed ‘planting date’), while new practices were encouraged, such as the drawing up of pro forma lease contracts, and buy-in from tribal courts that they would recognise and uphold such contracts. Despite a lack of active reinforcement within the communities where Lyne and Thomson conducted their experiment, fieldwork conducted at the same sites by Crookes and Lyne about five years later demonstrated that the impacts Lyne and Thomson had engendered and then observed had in fact amplified (Crookes and Lyne, 2003). This was, notably, in the absence of other interventions designed to address other constraints such as lack of capital, possibly suggesting the relative importance of tenure constraints. Another, more recent, initiative is that reported by Manona and Baiphethi (undated), who developed a system for low-cost demarcation and rights confirmation by developing a land register and facilitating the development of rules for local land administration, for three villages in the Thaba Nchu area. On the basis of this fairly successful experiment, they conclude that, while one cannot set up a perfect land administration system to administer a collapsed tenure system, a local land register, drawn up through participatory methods can provide one arm of the juridical function, by providing basic land management information: delimitation of land parcels, record of rights holders, size of land parcel, and so on.
International experience supports this attention to land tenure systems and the promotion of rental markets in particular. The World Bank’s research report on land policies internationally advocates rental markets in communal areas (Deininger 2003: 121). The ejido reforms in Mexico in the early 1990s show that group rights can be compatible with secure individual rights, suggesting that that privatization is not the answer. Rather, facilitating temporary transfers of use rights can enable those participating in the off-farm economy nearby or migrating further afield to retain underlying rights (Deininger 2003). According to the Bank, the result of rental reforms in Mexico and elsewhere (including Vietnam) has been more intensive land use and improved incomes for non-producing land rights holders, while in countries where there is insecure tenure and restricted rental options (Ethiopia, India, Nicaragua), under-cultivation and growing inequalities were observed (Deininger 2003: 115-116). Drawing on various country-level studies, the Bank concludes that statutory provision at least for short-term land rentals or share-cropping, can reduce landlessness, contribute to more intensive land uses, and have positive effects on household welfare (Deininger 2003: 116-118).  
2.3. WHAT HAS BEEN THE CONTRIBUTION OF LAND REFORM TO NEW SMALL-SCALE FARMERS AND LARGER COMMERCIAL FARMERS?

Redistributive land reform – the transfer of land through the restitution and redistribution programmes – was intended “to provide the poor with land for residential and productive purposes in order to improve their livelihoods” (DLA 1997: ix). The  objectives and mechanisms for land redistribution in particular have changed over time, with the general trend being that over time more and more money has been concentrated among fewer and fewer beneficiaries, ostensibly because of the perception that the inadequate size of grants was responsible for poor project performance. 
2.3.1. Changing land reform mechanisms and agendas

In the first five years of land redistribution (1995-2000), redistribution operated by means of the Settlement/Land Acquisition Grants (SLAG), which was set at only about R16 000 per household, and was designed to enable poor households to acquire land in ‘white’ commercial farming areas. Instead, because of a failure to subdivide farms or allocate land for individual producers, it produced large-group projects on whole commercial farms, ridden with problems of inadequate operating capital, and difficult group dynamics, leading to large-scale exit by beneficiaries (PSC 2007). Attributing failure to large group projects has been contested on various grounds, including detailed ethnographic research which showed that more thorough participatory processes can create robust institutions capable of managing community land (CSIR 2005, LEAP 2005).  Having said that, a high proportion of projects were in reality ‘seller driven’, meaning land owners recruited applicants for the sake of selling their land, such that beneficiaries on the whole did not self-select on the basis of an interest in farming (LaLR forthcoming).
The second five years (2001-2006) was based on the provision of Land Redistribution for Agricultural Development (LRAD) grants, which were initially available from R20 000 to R100 000 per adult individual. Typically more than one adult household member is listed in an application (regardless of the fact that generally only one or two anticipate being actually involved), meaning that effectively the funding per household increased by a factor of three or more even among those unable to access top-end grants. LRAD aimed to create black commercial farmers. Instead, reliance on transfer of whole farms prompted more large-group projects and perpetuated the problems already identified in the first phase, while the priority placed on commercial ‘viability’ and continuity in production favoured a smaller number of family-based projects, usually possible only where the applicants had substantial resources of their own – or secured incomes from urban-based businesses or from salaried employment (Hall 2009a, DLA 2004). If LRAD has taught us anything, in fact, it is that relatively well-off blacks are willing to invest in agriculture and land ownership.
A further iteration (2006 to the present) has been a move to discretionary provision of land on a leasehold basis through the Proactive Land Acquisition Strategy (PLAS) in which the state buys farms and provides beneficiaries with leases with an option to purchase; this is best described as a shift in mode of acquisition rather than a shift in the aim of the programme. Rather, it provides a basis for realizing the vision of a black commercial farmer class by making possible the provision of large tracts of land to few people using public resources, without the limitations of a grant formula or indeed any rationing mechanism (Hall 2009b). Also, not long after the introduction of PLAS, the LRAD grant range was revised from R111 000 to R431 000. This has further facilitated the creation of single-family projects, though at substantial cost per livelihood.
2.3.2. Scale of land reform delivery

According to DRDLR’s Directorate: Monitoring & Evaluation, as of end of September 2009 there were about 186 000 beneficiaries of the redistribution and tenure programmes, and 1.6 million of the restitution programme (Greenberg forthcoming). However, determining the actual number of beneficiaries – i.e. those who derive an actual benefit from the land they have acquired, is surprisingly difficult. First, Hall (2010, forthcoming) has estimated from detailed project data that at least 45% of restitution beneficiaries were compensated in ways other than land (most of whom were urban claimants who were paid out in cash). Second, the official M&E data do little to reconcile the fact that in the early years of redistribution, beneficiaries were households but from 2001 onwards were mainly individuals. According to one study (PSC 2007), the typical LRAD beneficiary combined his or her grant with 3 or 4 other household members. Third, a review of redistribution projects commissioned by the Department of Land Affairs found that of projects delivered between 2001 and 2006, 29% could be described as “failed” (no agricultural production and generally deserted) and another 22% as “declining” (possibly some production, but neither income nor “real benefit”) (Umhlaba Rural Services 2008). Similarly, a project census conducted in 2008 of all land reform projects in Capricorn and Vhembe District Municipalities of Limpopo, found that in 52% of redistribution projects and 44% of restitution projects delivered to date, there was no active involvement of beneficiaries at the time of the survey (PLAAS forthcoming). In response to what has now accumulated into a large number of failed projects representing significant sums of public expenditure, government recently announced that it is commencing on a campaign to resurrect failed projects, which would include the expenditure of hundreds of millions of Rand, largely on on-farm infrastructure (personal communication, DRDLR)). Fourth, among non-collapsed projects, there is typically a decline in active membership. One survey of land redistribution projects (PSC 2007) reported that 41% of non-collapsed projects had lost half or more of their original members. And fifth, among those who have acquired land through land reform, some may indeed be ‘new’ entrants, but a substantial number may have already been farming. The LRAD review mentioned above (Umhlaba Rural Services 2008) found that 43% of beneficiaries came from urban or peri-urban areas, 24% from commercial farms (often being the one that was acquired through the project), and 29% from communal areas (where they may have been farming already). This returns us to the strategy question raised in the introduction, namely how much our efforts should be directed to literally bringing in new farmers, versus using land reform to assist existing farmers expand and improve. 
To the degree that land reform is providing existing small-scale farmers with secure access to more land, it may be achieving its aim of helping to decongest the communal areas, and allowing for new pathways to accumulation. However, the policy changes to the redistribution programme described above are such that, between 2001/02 and 2005/06, there were only about 3900 households benefiting per year, while between 2006/07 and 2008/09 there were fewer than 2000 households benefiting per year, despite annual expenditure in excess of R1 billion
. 

2.3.3. Outcomes and impacts

Monitoring and evaluation of land reform outcomes has been weak and unsystematic. Almost all available studies and evaluations point to disappointing outcomes in terms of improving livelihoods and reducing poverty. These outcomes have been attributed largely to the inadequate provision of settlement support (houses, services and social infrastructure), complex group dynamics and, until 2004 at least, the virtual absence of post-settlement support for agricultural production (Jacobs 2003, Jacobs et al. 2003, ref other sources). More recent studies demonstrate that project designs and business plans inappropriate to the needs, resources, capabilities and interests of beneficiaries are also key reasons for project failure (Kirsten and Machethe 2005, Lahiff et al. 2008). 

A few observations are shared by major studies available. First, reliance on grants created a somewhat bifurcated split in land reform between projects involving large groups of poor people, and those involving small groups of the better-off (often applicants within the same household) (Hall 2009a). Studies are divided as to whether this shows that the programme is responding to a range of different needs, or is indicative of a lack of clarity in policy. Second, very few larger commercial farmers have been established through land reform and, where this has happened, the impact on livelihoods appears neutral, since beneficiaries employ neither more nor fewer workers than their predecessors (LaLR forthcoming).

A national ‘Quality of Life Survey’ on the livelihoods of land reform beneficiaries has been conducted several times. The most recent survey was commissioned in 2005 and by 2009 its findings were not yet released. The most recent available study, therefore, is still the 2000 survey. It found that the most common land uses were the extension of existing livestock herds, and maize production for household consumption, which are two important inputs into the livelihoods of poor and vulnerable households (May and Roberts 2000) – though current land uses among beneficiaries may well be quite different, given the focus on commercial production in the intervening years. At the same time, it found widespread under-utilisation of land, both in the sense of land not being used at all, and land that was potentially arable being used for less intensive forms of production (May and Roberts 2000: 8,13). Even while most production on redistributed land was considered to be for “subsistence”, the survey found that among those cultivating, most were both buying inputs and selling at least some of their produce, usually in very local markets – as is the norm for “subsistence” producers (clearly a misnomer) in South Africa. The study found that land reform beneficiaries were better off than the rural population on average, but failed to demonstrate whether or not this was as a result of their improved access to land – or whether this correlation was due to the better-off being more likely to be able to access the programme. (The fact that better-off households are more likely to be aware of the land reform programmes relative to poor households has been conclusively demonstrated, e.g. HSRC 2005) The impact on poverty could not, therefore, be demonstrated. 
In contrast, there is evidence that land redistribution can increase the number of livelihoods being supported by agriculture. A study the Elliot district in the Eastern Cape, conducted for the National Treasury in 2005, showed that in this region where approximately 30% of farmland had been distributed (in other words, the district had achieved the national land reform target), the impact had been muted but positive. While many 'beneficiaries' were not deriving benefits and land use was less intensive prior to transfer - largely due to a lack of appropriate infrastructure and support - modest numbers of additional livelihoods had nevertheless been created. This was the case even when factoring in the number of farm worker jobs that had been lost (Aliber et al. 2005).

A number of studies indicate that inappropriate project design is a key reason for under-utilisation of redistributed land. In a study of redistribution projects in the North West, Kirsten and Machete (2005) found that 55% of projects had no implements for production and 27% had inadequate implements, so it was not surprising that more than a quarter had not produced anything since taking ownership of land. Yet the study also revealed a negative correlation between adherence to business plans and project success; those doing better were more likely to have ignored their business plans – drawing into question the value of ambitious commercially-oriented business plans drawn up by consultants, when lower-risk lower-cost strategies were pursued by beneficiaries, often in the face of expected support not materialising. Studies by Hall (2009) and Marais (2009), among others, reinforce this conclusion that project design is another reason for land reform’s limited contribution to establishing new black small-scale and ‘emerging’ commercial farmers.

Several studies, including the Quality of Life Survey, have demonstrated the importance of allowing small farmers – particularly those who are new to farming or establishing themselves in a new setting – to combine farming with other economic activities, given the risks of full-time farming (Marcus et al. 1996, May and Roberts 2000, LaLR forthcoming). This is one factor cited as a reason why the location of land is important, and an explanation for the exit of members from projects located far away from social infrastructure and social networks.
A feature (unintended in policy) of many larger commercial projects is wage employment of beneficiaries – in other words the reproduction of wage employment in situations where ‘employees’ are nominally owners as well – which has been widely blamed for project collapse (CSIR 2005, Lahiff 2007, PSC 2007). Among other things, this points to a difficult tension within land reform: one would want to prioritise farm workers as beneficiaries, but farm workers are not necessarily entrepreneurial, which is why when they do become land reform beneficiaries they often opt to remain as wage employees (LaLR forthcoming). More generally, the commercial model being promoted requires beneficiaries to take out loans, which in some cases involve unrealistic expectations of people starting new farming enterprises and expose them to high levels of risk, resulting in about half of LRAD beneficiaries in one survey being unable to service their loans (DLA 2004, Jacobs et al. 2003).  
It is important to note that the DRDLR is busy revising its approach to land redistribution in particular, including an overhaul of PLAS. The gist of the revision is to clarify who are the intended beneficiaries of redistribution, and to make land available in sizes that are more appropriate to people’s skills, aspirations and land needs. A key feature of this is to make greater use of subdivision – which for the past decade has been legally straightforward, but rarely used – especially for the creation of opportunities for small and medium-scale commercial farmers. Another feature of the emerging approach is carefully to target existing black commercial farmers and prioritise them to use land redistribution as a means of giving them an opportunity to grow further. 
For land reform to benefit existing small-scale farmers requires a coherent plan for land acquisition, giving priority to areas adjacent to communal areas and small towns, and providing substantial support to enable people to resettle.  Despite evidence of reluctance by some to move to new land (HSRC 2005), and even obstruction by some agricultural officials in some provinces to allowing beneficiaries to move onto their new land (Lahiff et al. 2008, Wegerif 2004), project exit appears very common among those who do move onto new land. The experiences of Kenya in the 1960s and 70s, Zimbabwe in the 1980s (see below), show that physical resettlement is quite feasible but depends on conditions, structures, and risks. In South Africa, the 200 000 semi-commercial small-scale farmers in the former homelands (those who are slightly better off) may be the most likely to move.

2.3.4. Relevant international experiences

Cliffe (2000) and Leo (1984) show how, in Kenya, the Million Acre Scheme of the 1960s targeted the ‘White Highlands’ where farms were acquired by a public body and subdivided to provide smallholdings for large numbers of Kenyan farmers previously constrained by inadequate access to land in the ‘reserves’ – and often in adjacent districts. Leys (1975) showed that “the settlement schemes had succeeded in nine years in converting 1.5 million acres (0.6m. ha) to comparatively prosperous ‘peasant’ agriculture”. This ‘repurchase-subdivision-resettlement’ (RSR) model was successfully employed also in Zimbabwe in the 1980s (Alexander 2006), a key benefit being the ability of state institutions to provide bulk infrastructure to benefit whole communities on these schemes (eg. dipping tanks, marketing depots, etc) in contrast to the dispersed land reform model followed in South Africa, which mitigates against provision infrastructural support beyond farm level – an expensive model (Aliber and Mokoena 2003, Cliffe 2007). Despite positive assessments of the RSR model by a range of analysts and researchers, including the World Bank’s advisors to South Africa in the early 1990s, the model they advocated for South Africa flouted this experience and instead we adopted a purely one-by-one market driven approach to acquisition.

However, in both Kenya and Zimbabwe, after the start of these ‘smallholder’ schemes, a parallel land reform aimed to produce ‘progressive farmers’ or ‘Master farmers’, transferring larger tracts to individuals considered to have the characteristics of potential commercial farmers – including financial, social and political capital. In Kenya, this involved “private sales of the large units intact to African individuals and groups, mostly middle class elements. This market transfer was in part facilitated by government, involving subsidies for purchase of certain kinds of large holdings; but increasingly the transfers were through private sales from the white owners directly to African entrepreneurs”  (Cliffe 2009). As in South Africa, these attempts to produce a black commercial farming class largely through market mechanisms involved substantial cost and produced a high rate of attrition as new farmers faced high levels of debt but, even though it did not amount to restructuring the sector, given the small numbers of black commercial farmers to start with, substantial growth of this sector was achieved. 
2.3. WHAT IS THE CURRENT STATE OF SUPPORT TO (& FUNDING FOR) SMALL-SCALE FARMING?
2.3.1. Overall budget trends
Despite the occasional wobble, the amount of money spent by government on the agricultural sector has grown impressively since the mid-1990s. The figure below illustrates this is two ways, first using data on the consolidated national and provincial expenditure on ‘agriculture, forestry and fisheries’ (but with land reform expenditure/budgets subtracted), and second using provincial agricultural expenditure only (which includes expenditure via conditional grants such as CASP). To the left of the vertical line, the data points represent expenditure (though for 2008/09 this was still an estimate), while to the right they represent the medium term budget estimates. The data have been adjusted for inflation (and for future years for anticipated inflation) using the consumer price index, thus the upward trend is real: between 1996/97 and 2008/09, expenditure nearly trebled. Notwithstanding the dip between 2008/09 and 2009/10 – which is all the more surprising in light of the greater emphasis placed on rural development by the ANC government since the last elections – and bearing in mind that the projected increase from 2009/10 to 2010/11 may not take place, the increase is still significant. Public expenditure on agriculture now exceeds what it was prior to democracy.  In 1985, budgets for agriculture were about R11 billion, of which R2 billion was for ‘black agriculture’ and R9 billion for ‘white agriculture’ (World Bank 1994), expressed in 2008 Rand. By comparison, the agriculture budget for 2009/10 was over R14 billion, of which most went to ‘black agriculture’.  It is not clear to what extent overall budget increases are due to improved wages of extension staff.
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In terms of the provincial distribution of agricultural expenditure, the results are perhaps surprisingly equitable. The figure below presents the average annual expenditure per black farming household, by province, for the two periods 2001/02 through 2004/05, and 2005/06 through 2008/09. What the figure shows is that the average annual expenditure is remarkably even across provinces, with the obvious exceptions of Northern Cape and Western Cape, and the somewhat less obvious exception of North West. As for changes between the two periods, all provinces except Gauteng experienced an improvement, though oddly it was Northern and Western Cape again that experienced the most significant improvements. The apparently inequity should not be exaggerated; these provinces have relatively small numbers of black farming households, and together account for only 10% of the total provincial expenditure for the second period. 
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However, a different picture emerges if we look in a little more depth as to what kinds of activities these budgets finance, and who is enjoying their benefits. Agricultural spending takes many forms, including extension services, infrastructure development through the Comprehensive Agricultural Support Programme (CASP), loans through the Micro Agricultural Financial Institutional Scheme of South Africa (MAFISA), and even research. Taking together extension, CASP, and MAFISA, there is some reason for concern. First of all, averaging over the period 2005/06 through 2008/09, these three interventions collectively absorb about 58% of total provincial expenditure. However, from official delivery statistics, we know that during that four year period, there was an annual average of about 61 000 beneficiaries of CASP (most of whom were land reform beneficiaries, as we will discuss in more detail below), and about 2500 loan recipients via MAFISA. As for the numbers of those benefiting from extension services, we have no recent data. The best indicator on offer is from Stats SA’s 1997 Rural Survey, which found that among those engaged in farming in the former homelands, only 11% had had contact with an extension officer within the previous 12 months. Given that the total number of extension officers in the country now is not very different to what it was then, we speculate that the share of black farming households receiving attention from extension staff is not very different today. 

What this means is that, in a given year, at most 13% of black farming households are deriving direct benefits from the 58% of the provincial spending made up from these three interventions. While we must allow for the possibility that many farmers may derive indirect or passive benefits, and also acknowledge that for CASP-funded infrastructure development in particular, the benefits should be enduring and thus not be measured strictly on a per annum basis, it still gives cause for concern.

The biggest worry arguably is extension, in the sense that it already accounts for such a large share of provincial expenditure (not less than 50%) yet reaches few people. How much larger would the extension service have to be to make an appreciable difference, i.e. to reach a significant number of black farmers?
2.3.2. Input supply and production support

The cost of inputs was mentioned in 1.2 above as one explanation for the under-utilisation of land in communal areas. Direct support to producers to cover input and production costs remains a major gap, and indeed a controversial one. The Comprehensive Agricultural Support Programme (CASP) – the most significant potential source of support – has mostly not been used for this purpose, but rather to invest in infrastructure (see below). Agricultural starter packs have been introduced as one answer to this problem, but they are more geared towards subsistence-level production, and in any event no evaluations have ever been commissioned of their impact, nor are we aware of any research on them. Since the demise of farming cooperatives, small-scale farmers’ access to inputs has therefore been reliant on the private sector, to be purchased at market price. A big problem is the lack of coordination, for example to take advantage of bulk purchase prices, as indicated by Andrew et al. (2003) (see section 1.2 above on reasons for under-utilisation of land, and section 1.6 below on mechanisms to overcome coordination problems among small producers). 
While the manufacture and distribution of agricultural inputs is now left to the private sector, the one sphere in which the public sector plays a significant role is in fertilizer – though its ownership of Sasol has not translated into more affordable inputs. Rather, anticompetitive behavior contributed to the 200% price hike between 2006 and 2008, making fertilizer less affordable for small-scale farmers (Greenberg forthcoming). According to Tregurtha (2008), small-scale farmers who seek to purchase small quantities of inputs often face uncertain supplies and high unit prices. This analysis supports a role for the state in intervening in input supply industries, to promote production and distribution of affordable inputs in small quantities, as well as provision of access to farmer support services. One such instructive example is the Eastern Cape’s Siyakhula/Massive Food Programme (see Box 2 above). In the longer term what is required is the emergence of strong smallfarmer associations able to negotiate in the market and obtain good prices and services for their members.
Given the problems associated with the decline of labour availability and the practice of animal traction, access to affordable (mechanical) tractor services has arguably grown in importance. Case studies confirm this (see e.g. Thagwana 2009 and Field 2009). Small-scale commercial farmers are often at a threshold where it may make sense to acquire their own tractors, and some provincial programmes are in place to assist this, for example Limpopo’s Mechanisation Revolving Credit Access Scheme and Eastern Cape’s Mechanisation Conditional Grant Scheme and Mechanisation Conditional Loan Scheme. According to estimates of Limpopo’s Department of Agriculture, as of 2006 smallholders were in possession of about 28% of the optimal number of tractors, even less if taking kilowatts (a measure of tractor power) into account (Limpopo Department of Agriculture 2006). Unfortunately, we know of no evaluations of these programmes.
Public provision of production support, for instance in the form of subsidised inputs, runs counter to the prescriptions of structural adjustment programmes as advocated for many African countries in the 1980s. But, with the growth of an ‘agriculture for development’ agenda in the 2000s – as set out in the World Bank’s World Development Report of 2008 – a role for the state in direct production support is back on the table (World Bank 2008). An iconic case here is the experience of Malawi which flouted World Bank policy advice and introduced a fertilizer subsidy programme – an approach that has now been incorporated into the thinking and advice of major international development institutions (see Box 3 below). 
BOX 3: MALAWI’S FERTILIZER SUBSIDIES

In recent years Malawi has become the poster-child of small-scale farming in Africa, due to its success in increasing agricultural productivity, in a country dominated by small-scale farmers who produce 75 percent of agricultural output. In particular, the success has been in maize. Commentators have attributed the growth of maize output – from 1.23 million metric tonnes in 2005 to 3.44 in 2007 – to the doubling of the national agriculture budget to above the 10 percent target of the African Union’s Maputo Protocol, and in particular to the reintroduction of fertilizer subsidies (which had been discontinued in the 1990s) as part of the government of Malawi’s Agricultural Input Subsidy Programme. Observed outcomes were increased maize output, improved household food security, and increased private sector participation (eg. retail outlets and agro-dealers), immediate social protection and stimulation of farm and non-farm growth. Measures adopted increased access to and affordability of production inputs, through state support for agro-dealers, and a ‘smart subsidy programme’ using non-transferable vouchers for key farming inputs. While the government carried the subsidy cost, donor funds supported the costs of administration and distribution of free maize seed. As a result of these interventions, Malawi was able in a short space of time – about three years – to shift from being a net importer to a net exporter of staple foods, with an impressive surplus of 1.2 million metric tonnes of maize above national consumption requirements.
Sources: Dorward et al. 2008, Ndungane 2009, World Bank 2009 
The World Bank’s assessment of Malawi’s fertilizer programme concludes that its success was due to the targeting of the subsidies, which enabled maximum impact on producers. It continues to advise against universal subsidies, on the grounds that these may be financially unmanageable and politically difficult to adjust in later years. Yet conditional grants may be costly to administer. Non-transferable vouchers distributed in priority regions are one way around the pitfalls of income-based targeting while also mitigating the costs of a universal subsidy (World Bank 2009). What the World Bank does not mention is that it demanded an end to Malawi’s input and credit subsidies, and oversaw the completion of Malawi’s Fertiliser Subsidy Removal Programme in 1995, which was followed six years later by Malawi’s first famine since 1949, and four years after that by the reintroduction of fertilizer subsidies, against Bank advice (Devereux et al. 2009).

Clearly, capital inflows to agriculture are essential if incomes are to be increased from agriculture, and governments have a crucial role to play – not necessarily alone – in making strategic interventions that are both targeted towards priority groups such as small-scale producers and investing in input supply industries for which small-scale producers represent a potential market. 

BOX 4: EMPLOYMENT BY SMALL-SCALE FARMERS

Employment by small-scale farmers has been largely ignored in policy and research. According to Sender and Johnston (2004), stereotyped understandings of small-scale family farming have prevented such real-world observations to be incorporated into policy thinking in key institutions. In South Africa, we have no available data on the scale of this phenomenon – but it is likely that it is most prevalent among better-off farmers in the ex-Bantustans. Over time, hiring waged labour may have become more widespread among small-scale farmers as traditional means of securing labour are less in evidence; (extended) family labour is not always available, and in contrast to ‘labour pooling’ practices of the past, people may expect to be compensated in kind or cash. One national survey by Rother, Hall and London (2008) draws attention to the risks posed to these workers by the rapid adoption of bought inputs into production, including pesticides, by small-scale farmers, particularly those considered to be ‘emerging’ into commercial production who may have greater access to credit. Yet information about the safe storage and application of pesticides is not readily accessible to these new users – and both employers and workers employed by small-scale farmers are less likely than their counterparts in established commercial agriculture to be informed about labour regulations for health and safety in the workplace. Similarly, the social and labour conditions of workers employed by small-scale farmers are subject to less surveillance than those of workers on commercial farms, and child labour in this sector remains extensive, with 45 percent of child respondents in a three-province study reporting that they had worked in agriculture in the previous year, with 50 percent of these being in subsistence agriculture only, 15 percent in commercial agriculture only and 35 percent in both (Streak et al. 2007). Child labour in a small-scale farming context is often as part of family enterprises, part-time, unremunerated and may not disrupt schooling, though this does not account for all child labour in the sector.
Sources: Rother et al. 2008, Sender and Johnston 2004, SESP 2009, Streak et al. 2007

2.3.2. Extension

The National Education and Training Strategy for Agriculture and Rural Development (Department of Agriculture 2005) highlights the multiple and serious challenges which must be overcome before there is a well trained cadre of extension staff in South Africa. In 2005 the national corps of public extension staff was approximately 2800. The ratio of extension staff to commercial and subsistence farmers was estimated as follows:

· Commercial farmers: 1 : 21

· Subsistence farmers: 1 : 857

· Combined: 1 : 878.

The Strategy observed that these ratios are not particularly high by global standards and that it was not the numbers of extension staff which was the critical factor, but rather their capacity to deliver, which in turn is influenced by their level of education, their ability to advise on matters beyond primary production (e.g. farming as a business), clients’ geographical spread, and the extent to which local farmers’ groups/associations through which extension officers could operate. 

According to the University of Pretoria, who were commissioned by the Department of Agriculture to develop an appropriate approach to extension, 63% of farmers judged that their extension worker had no advice of value to offer while 37% percent conceded that they sometimes have information of some value (Duvel 2003). The report highlighted that “a major problem in the Department of Agriculture is the frequent restructuring, usually with every change in leadership or senior management. This is invariably associated with high costs, delay and interruption of delivery programmes and usually represents mere ad hoc reforms rather than the pursuit of measured, comprehensive and long-term restructuring” (Duvel 2003:11). The report noted that given the low qualification and competence of extension workers, an extensive and structured support programme should be developed and implemented (Duvel 2003:21). The report recommended a Participatory Programmed Extension Approach (PPEA) for South Africa consisting of five linked programmes: 

· extension planning and projects; 

· extension linkage and coordination; 

· knowledge and support; 

· education and training; 

· monitoring and evaluation.
In terms of monitoring and evaluation, the report indicated that it should be “non-negotiable and receive the highest priority” (ibid).

However, little change has taken place in extension services in the five years since Duvel’s report, such that in 2008, another report was released entitled, “The State of Extension and Advisory Service within the Agricultural Public Service: A Need for Recovery” (Department of Agriculture, 2008a). This newer report, which flows from the extension indaba held earlier in the year, provides a sober assessment of the state of the nation’s extension services, noting that the “capacity of provinces to deliver quality extension services to farmers varies and to some it is already suffocating”. Extension and advisory services personnel are expected to work with a wide range of clients ranging from subsistence to large scale commercial. 
The content of the extension recovery plan as contained in the above-mentioned report is sketchy. What we do know is that it involves an additional R500 million from Treasury for a period of three years, in order to hire approximately 500 more extension officers nationally, but also to launch a professional development programme that will see to the wide-scale skills upgrading among existing extension officers  (personal communication, Department of Agriculture, September 2008). 

It should be noted that in some other African countries where the state extension apparatus has effectively collapsed, the need for producers to get advice and support has been met not through the revival of these public services, but with the outsourcing of support, either from NGOs, or from the private sector, or from farmer associations themselves. 

Therefore the potential expansion of support to small-scale farmers raises a serious question about how suitable quality and coverage of extension would be provided. As mentioned previously it is unlikely to be cost-effective to consider expanding the current extension model based on existing capacities and new models will need to be investigated.
2.3.3. Infrastructure
The Comprehensive Agricultural Support Programme (CASP), launched in 2004 with funds for disbursement to farming households, was conceived as a counterpart to land reform grants - to provide agricultural post-transfer support to land reform beneficiaries – while also addressing the substantial needs of existing black farmers in communal areas. It is the most significant capital budget line potentially available to small-scale black farmers and has been largely devoted to infrastructure development. 

Aliber and Hall (2009) note that CASP funds have risen substantially since its inception in 2004, but show that the form and targeting of CASP infrastructure support makes for extremely limited impact, and needs revision. These findings reinforce and extend the conclusions of the first official review of CASP, conducted nationally in 2007 by Umhlaba Rural Services and commissioned by the National Department of Agriculture. The review found that contrary to its name, CASP was not comprehensive either in its reach nor in the types of support provided. In both respects, it was far from comprehensive. Rather there were substantial barriers to access, particularly for small-scale farmers, and prioritisation was unclear and inconsistent across provinces, usually with no clear rationale for prioritising one type of applicant over another (NDA 2007).
While budgets for CASP have risen sharply, the number of people benefiting has dropped. On the basis of national project data for the 2009 financial year, Aliber and Hall (2009) show that CASP supported 33,239 beneficiaries in total – down more than 50% in the past three years, despite the budget having doubled. In addition, among those who do benefit, distribution of available funds is very highly skewed indeed. Nationally, 79.8% of CASP expenditure goes to 20% of the beneficiaries; worse, 50.7% goes to 2.6%. Unless there are to be very dramatic increases in public expenditure support to small-scale agriculture – which may be unlikely – this means that further incremental increases of this kind of support will in themselves make little difference. Rather, a lot of the money already available to support small-scale agriculture is not well spent, with a particular imbalance evident between relatively large amounts of support (around 70 percent) to often badly conceptualised land reform projects at the expense of the large number of existing black farmers within the ex-Bantustans, and the crowding in of most available funds to very few people – for instance amounts up to R250 000 per person, and R3.5 million for a single household. In other words, this model is not scalable. Further, the types of infrastructure being provided limit the impact of public expenditure. There is an urgent need to shift the emphasis of support from on-farm infrastructure and inputs, to community-level infrastructure, market development and institutional re-engineering.
Infrastructure for irrigation and water management are essential and effective interventions to provide support at scale to small farmers, both through high-cost irrigation schemes benefiting many farmers, and through low-cost methods that have been widely used internationally yet have not been well recognized yet in South Africa. Several studies have highlighted the relevance of rainwater harvesting to smallholder farming, in order to bring non-productive and marginal areas under production, notably because of the low-risk and low-cost technologies involved – compared for instance to conventional irrigation methods which are high-cost and have heavy institutional requirements (SESP 2009). Three methods suitable for small-scale commercial farmers are i) pitting or ‘ploegvore’ for improvement of grazing land; ii) floodwater harvesting or ‘saaidamme’ for lucerne and vegetable production on level basins or contoured fields; and iii) infield rainwater harvesting or ‘matamo’ using contour ridges on sloping fields; and trench-bed gardening (Auerbach 2003 and Denison and Wotshela 2008, both cited in SESP 2009: 53-58). Unpredictable precipitation underscores the importance of these methods to reduce climate-related risk for small-scale farmers. 
As for the revitalisation of South Africa’s smallholder irrigation schemes, that remains a priority. While we are not aware of any comprehensive evaluations of their progress, Tapela (2009) reports a worrying pattern on some of the schemes in Limpopo, whereby in the name of ‘empowerment’ small-scale farmers are subordinated to large-scale white commercial ‘partners’, and in the process effectively become rent collectors. Thagwana (2009) reports that at one irrigation scheme, farmers are unhappy with the technical innovations brought by the revitalisation process, on the grounds that farmers now have to pay electricity tariffs which under furrow irrigation were not necessary. Monde’s (2009) case study of Zanyokwe irrigation scheme in Eastern Cape observes that the progress with the revitalisation has been undermined by a failure to attend to tenure issues, because when the scheme was introduced decades back it demarcated new plots without reference to the existing pattern of land tenure. These examples merely serve to illustrate that the revitalisation process is complex and contentious, however, it is also implied that until we are clearer on the best way of restoring existing schemes, it probably makes little sense to start creating new ones.
While South Africa’s spending on agricultural infrastructure has prioritized on-farm infrastructure, international experience points to the effectiveness of public spending on off-farm shared infrastructure to enable farmers to access inputs and services, and to reach markets. Road infrastructure is an important example. Reviewing experiences in a range of developing countries, the World Bank (2008: 119) found that inadequate transport infrastructure and services in rural areas push up marketing costs, undermining local markets. Trader surveys conducted by the Bank in Benin, Madagascar, and Malawi found that transport costs account for 50–60 percent of total marketing costs and, across the continent, less than 50 percent of the rural population lives close to an all-season road (World Bank 2008: 119). Despite high quality national roads in South Africa, communal areas in which small-scale farmers are concentrated share the features of farming regions elsewhere on the continent. Studies in Vietnam and Ethiopia have shown that provision of roads alone make little difference to smallholder farmers; when combined with complementary interventions in marketing infrastructure (like grain depots), however, improving road infrastructure was found to contribute to increased market activity and reduced incidence of poverty. 
2.3.4. Credit
The importance of credit and other financial services to the development of the farming sector – including small-scale and medium-scale commercial farmers – is universally appreciated (World Bank 2008), though observers vary in their estimate of how important (SESP 2009). Also widely appreciated is the fact that small-scale agriculture is a notoriously difficult sector to serve, which is why it has benefited relatively little from the ‘microfinance revolution’ of the 1980s and 90s (World Bank 2008). Because the private sector and NGOs do not always fill the gap, it often falls to government to do so. Early in the 20th century, this was the rationale for the creation in various parts of South Africa of publicly-supported land and agriculture banks, which eventually amalgamated and became what is today the Land and Agriculture Bank. 
It was more recently the rationale for the creation of the Micro Agricultural Financial Institutions of South Africa (MAFISA). MAFISA was piloted starting from around 2006, and based on this pilot, from 2008 adopted a new business model whereby government funds are wholesaled via the Land Bank to intermediary institutions, who retail credit to the farmer. Presently, there are eight such intermediaries around the country. From April to November 2009, MAFISA released R27 million to about 600 farmers, ie an average of R45 000 per borrower. Loans below R25 000 do not require collateral. Among the challenges identified by the scheme are the fact that farmers do not always receive adequate support from extension officers, that many if not most potential clients for MAFISA loans are already blacklisted, and that the current network of intermediaries does not have as extensive a reach as might me desired (personal communication, DAFF 2009). According to the Estimates of National Expenditure (Treasury 2009), in 2010/11 and 2011/12, MAFISA aims to make 10 000 and 15 000 production loans respectively, thus the scheme’s ambitions in the short-term are fairly modest.
Other than MAFISA, another, very interesting innovation is called Akwandze Agricultural Finance, established as a joint venture between small-scale farmers in Mpumalanga and the Transvaal Sugar Company (TSB).  Akwandze has established a relationship with Khula and now have R100 million to finance production of small-scale growers on communal land. The initiative is interesting in several respects: it actively involves small-scale farmers beyond being merely clients/borrowers; it involves an agri-business actively seeking to leverage credit access from a lending institution, thus easing the entry of the lending institution into a difficult environment; and the scheme is designed to assisting farmers to manage their funds.  However, the scheme is in its establishment phase and it is too early to comment on its performance.

2.3.5. Marketing
 
In post-apartheid South Africa, the Marketing of Agricultural Products Act no 47 of 1996 outlines the parameters within which smallholder farmers interact with agricultural markets. It provides the basic template for all policies that focus on agro-food markets, such as the Strategic Plan for Agriculture of 2001, the Broad Based Black Economic Empowerment in Agriculture (Agri BBBEE), land reform programmes and the CASP. The Marketing Act is a pivotal instrument which regulates the workings of the post-apartheid agricultural sector. 

From the viewpoint of the Act, small-scale farmers seem to be equivalent to other actors along the agricultural marketing chain. Whilst this notion of equal treatment is commendable, the ‘level playing field’ decreed in policy does not immediately mirror what actually exists in the real world. There is no special mention of “smallholders” as such, but they seem to be lumped with other competitors in the market place, including well-established large commercial farmers. In Section 16, which deals with agricultural exports, there is an occasional reference to small-scale farmers and the specific requirement that this category of farmers be included in agricultural export chains. 

Two years after Parliament had passed the 1996 Marketing Act (it came into effect in January 1997), the Ministry released a discussion document on agricultural policy
. In his foreword to this paper, the then Minister Derek Hanekom, sketched what had become, at least in policy circles, a popular vision of the ‘a transformed farming sector’:

“We also foresee a much larger role in future for small- and medium-scale commercial farming, based on family-managed farms producing largely for the market, investing in their land, using improved inputs and hiring labour…

“… For the poorer rural households, which derive only a small part of their income from farming, we expect to see increases in production of food for their own consumption, and occasionally entry into local markets to sell surplus produce…” (Ministry for Agriculture and Land Affairs 1998).

This discussion paper confirmed the non-interference of government in agricultural markets through prices and subsidies due to the distortions these may exert on economic performance. In contrast to the outmoded apartheid-era farming model, the paper reinforced the need for a shift away from a farming sector heavily dependent on state support and controls. It called for fostering efficiency enhancing competition throughout the agricultural sector. But in the radically deregulated environment, resource poor farmers, especially smaller communal farmers and land reform beneficiaries will find it hard to compete against ‘established historically advantaged farmers’. Markets often fail, the document emphatically noted on several occasions, and this is a compelling rationale for selective state support to smallholder farmers in domains such as access to market information and extension services. 
More recently, the Department of Agriculture has begun to appreciate the need to intervene more directly and strategically in order to assist smallholders and emerging farmers. The general premise of this recent activity is that the relatively passive measures adopted so far do not go enough, as evidenced by the fact that smallholders as a group are not making meaningful progress in terms of accessing markets. A second underpinning of the emerging approach is that the attempts of provincial agriculture departments in recent years to assist smallholders are not proving effective, i.e. they have been trying to ‘find markets for farmers’, but generally to little effect.

Led by the Marketing Directorate, the Department has drafted a new national marketing policy which has not yet received official approval and thus which cannot be cited for this report. However, it is understood that the policy envisages interventions of various kinds. First, it would entail state support for the creation of smallholder-oriented commodity associations, on the grounds that the established commodity associations are not capable or willing to render adequate assistance to smallholders (though in future it would be hoped that, for each commodity, the ‘established association’ and the ‘emerging association’ would merge). Second, it contemplates investment in physical marketing infrastructure specifically geared to assist smallholders, meaning that much of it would be located within communal areas (to this end, various feasibility studies have been commissioned to identify the type, location and cost of infrastructure that would be necessary to support smallholder producers of various types of products). Third, it anticipates interventions in respect of transport and logistics; and fourth, it seeks to improve smallholders’ access to market information. 

Downstream linkages of smallholder farmers with large-retail chains (or supermarkets) have received increasing attention in recent research because supermarkets attract a mass consumer market.  As a result of the growth of South African supermarkets and their movement into smaller rural towns, the farming market space has become radically altered. Alongside this development, rural poor households (including many smallholder farmers) are increasingly net consumers rather than net producers of foods and they tend to purchase their food from the expanding network of supermarkets in nearby rural towns and cities. These expanding trends in the sources of local food purchases in communal villages have been observed in Limpopo, Eastern Cape, and KwaZulu in the post-1994 era (D’Haese and van Huylenbroeck 2005, Louw et al. 2007, HSRC 2008). The 2005/06 Income and Expenditure Survey (IES) of Statistics South Africa reveals just how extreme this development has now become: for grain products, 92% of rural black households report that they effect most of their purchases in chain stores or other formal sector retailers.
 For meat, dairy, and vegetables, the figures are 94%, 94%, and 72%, respectively. Supermarkets are making foods available at lower prices than informal vendors in local markets because of the economies of scale advantages this ‘networked retailer’ enjoys in procurement. Their competitors for the local demand, especially informal traders, have often been forced out of business because they are unable to withstand the competitive pricing of these large retailers. While the implications for consumers would appear to be positive, the consequences for smallholder farmers are mixed but on the whole appear to be negative.
 

Supermarkets generally specialise in supplying a targeted group of customers with niche products of relatively high value. As such, they offer a potential market to smallholders who produce high-value agricultural foods, which are usually produced in smaller volumes. To explore ways in which smallholders can realise the advantages to be derived from access to this market, Louw et al. (2007) suggest a more nuanced understanding of the purchasing strategies and other goals of supermarkets. Large supermarkets that serve mainly high-income groups need to be split from decentralised chains that procure their fresh agro-foods from local suppliers. The first type of supermarket chain (e.g. Pick ‘n Pay) operates a centralised procurement and distribution system which is designed to reduce transaction costs. Within such a system, separate and once-off transactions with scattered smallholders increase transaction costs and lower efficiency (Louw et al. 2007). To qualify as a supplier to large high-value supermarkets, smallholders need to comply with a host of standards, such as organic farming certificates, food quality and safety regulations and packaging criteria. As a consequence, most smallholders are not able to take advantage of opportunities offered by these agro-food chains. 

But localised supermarket chains, in contrast to the above type, often rely on small-scale farmers in close proximity to supply the fresh produce needs of their customers. Louw et al. (2007) report case study evidence of the Thohoyandou SPAR, the largest supermarket in Limpopo, as an example of a success story of the linkages smallholders have managed to forge with a local supermarket in a specific area. Smallholders supply up to 30% of SPAR’s fresh vegetable sales, such as cabbages, spinach, carrots and beetroot. Prices and quality are verbally negotiated when farmers deliver the products to the store, following the inspection of a sample of the produce. Evidence from recent interviews with the SPAR manager revealed wide variations in the numbers of smallholders participating in this arrangement. In 2004, the number of smallholders participating in this arrangement had grown to approximately 23 but then declined to a more recent average of 15 farmers per year. Quite independently, the Spar in Elim (about 30 kilometres from Thohoyandou) has developed a practice of sourcing about 75% of its produce from local farmers, overwhelmingly small-scale black farmers (LaLR forthcoming). The annual value of procurement from these farmers collectively can be estimated at about R5.4 million/year; on the basis of about 40-50 suppliers, the 'average' supplier takes home about R120 000 per annum. The irony is that across the street from the Spar are over 100 hawkers selling fruit and vegetables, yet their main suppliers are white commercial farmers in the area.

Small farmers face obstacles in marketing their produce in the face of vertically integrated market chains, and procurement requirements of major retailers and agribusinesses, in which volume, quality, product homogeneity, regular delivery, and a variety of other standards (food safety, phytosanitary, social, etc) pose barriers for small farmers. A major international study on ‘inclusive agrifood market development’ found that, while the agrifood system in South Africa poses many barriers to entry by small farmers, there were private sector initiatives that promoted market entry for small farmers – and it cites the example of the ‘local procurement’ practices by some retailers, and the positive opportunities this created for some small farmers to find a local outlet for their tomatoes (Vermeulen et al. 2008). Yet it notes that, in the absence of a wider set of procurement regulations or incentives, the practices and requirements of dominant market actors exclude small-scale farmers.

BOX 5: CLIMATE CHANGE
Agriculture features in the growing body of scholarly research on climate change both as one of the primary contributors to climate change, and as a sector already being negatively affected by it and expected to be hit even harder in years to come; it therefore features both in the ‘mitigation’ and ‘adaptation’ literature on climate change.

Emissions & mitigation: The Food and Agriculture Organization report entitled Livestock’s Long Shadow shows that the livestock sector globally is responsible for 18 per cent of greenhouse gas emissions, “a higher share than transport” (FAO 2006: xxi). Industrial meat production contributes to global warming through deforestation for ranching – this industry is the largest contributor to deforestation – and gas production. While commercial, export-oriented and input-intensive agriculture contributes to climate change through carbon emissions from petrol and diesel, in the production and sourcing of inputs, in primary production, in processing, and in transport and international trade, small-scale farming is understood to be less environmentally damaging, in terms of climate impact – though this could change with changing farming systems and the pressure towards commercialization. Several studies point out that the most pervasive response to climate change in agricultural policies in Africa has been promotion of large industrial-scale biofuel production, which itself is a carbon-intensive form of production and has displaced many small-scale farmers engaged in less ecologically damaging forms of production (Oxfam 2008). 
Impact: Climate change is widely understood to affect agriculture primarily through increased climate variability, and extreme spells of heat – and drought – as well as flooding and unseasonal precipitation, which combine to increase vulnerability. Water scarcity and water management are top concerns. Declining agricultural yields are expected in existing farming systems; a recent report by the Intergovernmental Panel on Climate Change concludes that yields from rain-fed agriculture – the mainstay of most small-scale farmers in South and Southern Africa where irrigation and storage infrastructure is weak – could fall by as much as 50 percent by 2020 in some areas (IPCC 2007). The Overseas Development Institute (ODI) has identified three main implications for small-scale farming (Prowse et al. 2007). First, these changes in climate are expected to alter the relationship between land and labour productivity in small-scale agriculture, as land becomes less productive, bringing into question the basic premise of a small-scale agricultural development path which is increasing surplus labour absorption through increasing land productivity. Second, the emergence of a dynamic rural non-farm economy requires stable increases in agricultural incomes to provide capital for investment and for the purchase of goods and services in other sectors – yet climatic variability is expected to contribute to greater fluctuations in agricultural incomes, impeding the growth of non-farm economies. Third, climate change is already reducing the total area of arable land, particularly in ecologically marginal regions which are often economically marginal too; these ‘lagging regions’ are where social conflict over limited and depleting natural resources is most likely. Here, reliance on social protection and remittances from migrants cannot substitute for inclusion in overall patterns of growth. 
Adaptation: The most important adaptation strategies identified in major research studies on African farmers and climate change are diversification in crop and livestock production (varieties and breeds), income diversification, and migration (Dinar et al. 2008, Mortimer et al. 2009, Toulmin 2009). However, opportunities to adapt in these ways are not equally available to all; as one major study concludes, “too often it will be poor people whose adaptive capacities are the most constrained” (Mortimer et al. 2009:24). This forms the basis for a strong argument in favour of public policies to support adaptation by poor producers, on the grounds of human rights, economic development and environmental sustainability. The highest risk of future climate change is predicted by Hassan (in Dinar et al. 2008) to be “associated with specialized crop and livestock farming (mono systems) particularly under dryland conditions in arid and semi-arid regions”. The most effective adaptations will require substantial public and private investments in irrigation and to support “crop varieties and animal breeds that are tolerant to heat, water and low fertility stresses”, and to build roads and marketing infrastructure to improve small farmers’ access to critical inputs as well as to output markets (Hassan in Dinar et al. 2008). For both crop production and animal husbandry, diversification (of crops and varieties, and of breeds) is a centrally important adaptation strategy that may be pursued autonomously (‘private adaptation’) by farmers but need to be accompanied and anticipated by ‘public adaptation’ – these shifts in production should be planned for, researched, and supported through government policies. Planting different varieties of the same crop – and maintaining seed varieties – is also a key adaptation strategy, to limit possibilities of total harvest failure. There is an important role therefore for research on robustness of seed varieties, and extension services to advise on crop choice and planting times, as precipitation and temperature changes are felt. For instance, in the Sahel, farmers are cultivating “both long and short cycle millets with the aim of spreading risk. This means that they have been able to adapt their cropping patterns to shifts in rainfall over recent decades” (Mortimer et al. 2009:21). Similarly, “Adaptation by livestock farmers include changing seasonal grazing migrations to take advantage of alternative forage when their usual grazing is damaged by drought. Herders’ adaptive strategies in Eastern Africa have included accessing tree fodders and powered boreholes, selling animals, and intensifying animal health care” (Mortimer et al. 2009: 21). More water-efficient production technologies will be essential in South Africa, as will rainwater harvesting for small-scale production (Dinar et al. 2008, Alcock and Tapela 2009). In contrast to much of the literature that emphasises the need for greater investment in irrigation, a major study by three respected institutions – IIED, IUCN and UNDP – shows how drylands can be resilient ecosystems and, in the face of climate change, people living and producing in drylands are themselves already resilient. IIED promotes a ‘resilience paradigm’ to responding to climate change in drylands, in which the priority is development that can promote sustainability – rather than degrading resources. More production is needed in drylands, not less, and producers in marginal areas should have stronger, more secure rights to natural resources, rather than being barred from them in the name of conservation. Enabling policy should focus on valorizing dryland ecosystems, restoring investment, linking up with effective (and equitable) markets, and rebuilding institutions (Mortimer et al. 2009). 
Poor farmers have always been ‘adapting’, as this example of the Nguni cattle of the Eastern Cape shows: “After being almost eliminated, the Nguni cattle breed is being revitalized for use by communal farmers in Eastern Cape Province. This hardy breed is known for an ability to withstand the environmental limitations, pests and cultural practices in this arid region. Unlike exotic breeds introduced during colonial times, Nguni are disease-resistant and productive in low-maintenance and low-input systems, such as those typical of poor communal farmers. They are highly prized for their beef and milk, skins and hides, draught power and manure which contribute to an integrated food security and livelihood strategy at a household level” (Musemwa et al. 2008; Bester et al. 2001; Jouet et al. 1996; Mahamane 2001; all cited in Mortimer et al. 2009).
2.4. BUILDING LOCAL SYNERGIES

2.4.1. What are the potential linkages between large- and small-scale commercial farmers?

Mentoring is one possible linkage between new or small commercializing farmers and established commercial farmers. In South Africa this model has been employed mostly in the context of land reform projects, usually involving the appointment of a mentor with commercial farming experience to support and advise a group establishing a new commercial enterprise (or taking over a going concern). Such initiatives have been largely ad hoc, though expanded funds for this purpose through CASP, and the initiatives of various commodity sector organizations, mean that mentorship has become more widespread in recent years. Mentorships of small-scale commercialising farmers by established farmers (and others) have been initiated through CASP and through commodity sector organizations, among which Capespan is one with well-established mentorship initiatives. One non-governmental initiative is the Mpumalanga Management and Mentorship Pilot Programme (MMMPP) which was set up by The Rural Action Committee (TRAC) to assist land reform farms during the difficult start-up phase after land has been transferred. Together with the provincial department of agriculture and mentors selected by commodity organisations, this drew on donor funding to match land reform projects with established farmers with commodity-relevant knowledge. Their experiences show that many communities that have received land do not yet have sufficient management experience to run farms commercially. 

De Villiers and van den Berg (2006) reported on seven successful case studies, six of which involved some cooperation with established commercial partners, and suggested that factors enabling success (measured here as financial sustainability) included the transfer of production and marketing knowledge and networks to new or ‘emerging’ farmers.

Research by the private sector think-tank, the Centre for Development and Enterprise (CDE), claims that there is a ‘silent revolution’ underway in agriculture, evident in the private sector’s response to land reform – and cites eight examples of cooperation and partnership between established commercial farmers (or agribusinesses) and new ‘emerging’ farmers (CDE 2005). These include regional co-ops or other agricultural and farmers’ associations supplying free extension services to emerging black farmers; sector-specific organisations processing and marketing new black farmers’ products; input supply company initiatives to train black farmers in the use of their products; share transfers to workers; outgrower arrangements by agri-businesses; and new factory or processing plant initiatives that create new areas of black involvement. It is difficult however to assess the scale or impact of these initiatives. Even so, this study demonstrates the feasibility of agribusinesses throughout the value chain establishing strategies to recruit new black farmers as clients (for the sale of inputs and services, as well as for the purchase of output).

One study of the impact of land reform on beneficiaries’ livelihoods found examples of what might be termed ‘spontaneous collaboration’ between established commercial farmers in the area and these beneficiaries, in the area of Soekmekaar (appropriately enough) in Limpopo (LaLR forthcoming). These included examples of general ‘neighbourliness’, such as neighbouring white farmers lending equipment for free for limited periods of time, and providing free advice to struggling group projects. In one example, a non-beneficiary called Mr Tshilipo who was also a retired school principal with some of his own resources leased land from a collapsed land reform project, to grow strawberries, cabbage, butternut and onions, but the amount he produces is too little to warrant the costs involved in taking these to market – but some neighbouring white farmers simply add his crop to theirs, and disburse income back to him. One farmer involved with selling Mr Tshilipo’s produce said his reason was "Because he's a great guy and we love him.. If someone tries to do something and you can see he's willing... he may not be able yet, or lack skills or whatever, just the plain willingness to become a farmer. It's about farmers, and farmers group together. and try to help each other out whenever possible" (LaLR forthcoming).
Attempts to identify synergies between new or smaller farmers and more established and larger farmers have focused on the ‘white’ commercial farming areas. However other important opportunities have been identified. Tapela and Alcock (2009) found ‘intermediate’ partnerships among Msinga’s successful maize producers in KwaZulu-Natal, where smallholder irrigators have maintained impressive output levels, and dominated the local market for green mielies, despite the withdrawal of state support. Their findings call into question conventional thinking about the need for smallholders to shift to high-value crops, integrate into value chains and scale up production in order to ‘commercialise’. In contrast, these successful commercial small-scale farmers have built on existing production systems and achieved success primarily due to cooperation in determining producer prices combined with individual enterprise – and with informal systems of support among small-scale farmers themselves, and between those who are somewhat more successful and better established and those less so. 

2.4.2. What are the potential linkages between small-scale farmers and agricultural value chains?
The received wisdom is that diversifying into upstream and downstream activities raises a farming enterprise’s chances of becoming profitable and sustainable. However, a recent collection of case studies of smallholders (SESP 2009) found ambiguous evidence on this. Generally what was observed was a distinction between individual entrepreneurs and group projects. Individual entrepreneurs usually produced diverse commodities, but did not venture into value-adding activities, although some provided services to other farmers, e.g. tractor services and training. Group projects, on the other hand, either practiced agro-processing – generally with mixed results – or sought to expand into agro-processing as a means of escaping financial woes. While this should not be taken to imply that individual smallholders would not benefit from extending into agro-processing, it does suggest that perhaps more importance is sometimes attached to this than is warranted. Meanwhile, the study drawn on above with the example of the SPAR in Elim, found that one of the smallholder suppliers engaged in minor agro-processing, in the form of producing peanut powder out of own peanut production (LaLR forthcoming).
There is reason to suppose that local agro-processing capacity can in principle serve to stimulate local production by reducing transaction costs. Thus for example in the area around Zanyokwe Irrigation Scheme in the Eastern Cape, Monde (2009) observed an absence of village-level maize mills, which meant either that villagers seek to convert their maize into meal through laborious hand methods (done mainly be women, who often experience a time deficit already), or transport their maize to a nearby town where a mill exists. By contrast, in one study site in Limpopo (LaLR forthcoming), a local entrepreneur has established a maize mill which efficiently services a number of local communities (including very small-scale maize producers) thanks to his fleet of trucks, which run according to a well-communicated collection schedule. The individual in question started out as a taxi operator and then expanded into milling, rather than from primary agriculture into milling. The point is that perhaps the so real value of the agro-processing capacity created is not in relation to the investor – who may or may not be a farmer – but in relation to all the other farmers who can thereafter take advantage of this new opportunity to have their maize milled. However there are also anecdotal examples of small millers being bankrupted by aggressive competition by the agro-industrial conglomerates, an example of the danger of lockout by established industrial players.
A specific mechanism for linking smallholders to value chains that is often cited is that of out-grower schemes. The idea of an out-grower scheme is that farmers have a contract with an agro-processor, in terms of which they are obliged to sell their output to that agro-processor, in return for which the agro-processor typically provides certain services, such as extension, transport, and sometimes even land preparation. From the agro-processor’s perspective, the purpose of these arrangements is to maintain throughput. Thus for example TSB relies on smallholder out-growers for about 18% of the sugar cane volume that it processes annually (Rottger et al. 2004). The advantage to the farmers is that it removes uncertainty from marketing, and typically ensures access to services, inputs and support which they might otherwise not receive, some of which is implicitly or explicitly made available as a form of credit, the repayment of which is effected through deductions from payments for the product delivered. For this reason, out-grower schemes are often regarded as especially suitable to small-scale farmers, who are less likely to have their own transport and machinery, who often struggle to market their outputs, and who often fail to access credit. Moreover, the agro-processor’s provision of services to smallholder out-growers can benefit from economies of scale.

The prototypical example of out-grower arrangements in South Africa is the sugar cane sector, in which some tens of thousands of small-holders in KwaZulu-Natal and Mpumalanga have contracts with a handful of sugar mills. Out-grower schemes have also become common in the timber industry (Cairns 2000). An out-grower model is now being promoted by the Limpopo agriculture department in which small and medium-scale broiler producers are linked to an established abattoir (LaLR forthcoming).

The debate about the efficacy of the model hinges on whether or not actual out-grower contracts tend to be exploitative, largely because the agro-processor tends to be able to dictate terms to smallholders (Porter and Phillips-Howard, 1997). Another consideration is how much scope there is to create out-grower schemes in different industries, given particularly that there is not always an obvious agro-processor who would wish to embark on one.

2.4.3. What kinds of multiplier effects can be created in the local economy?

The literature on multiplier effects tends to stress two things of relevance to this exercise: first, local multipliers tend to be relatively low in Africa (e.g. relative to those in rural Asia); and second, consumption linkages tends to be stronger than backward and forward production linkages (Haggblade et al. 1989). For South Africa, given well-developed input and output markets, there is reason to agree that production linkages are likely to be low, but the question remains whether consumption linkages are significant, or indeed whether they could somehow be engineered to be greater.
There is some evidence in favour of strong consumption linkages in rural South Africa, which could in principle be realised if agricultural incomes were to rise. However, different studies arrive at rather different estimates, sometimes dramatically so (see e.g. Nieuwoudt and Vink 1989, Van Zyl et al. 1991, Ngqangweni 1999, Belete et al. 1999, and Hendriks 2002). Thus while there is agreement that expenditure elasticities are high for ‘durables’ (i.e. as incomes rise, a disproportionate share of the increase is spent on consumer goods such as furniture), studies disagree on even the sign of the elasticity for food and for certain sub-categories of consumer expendables. 

One particularly important recent study is that of Browne et al. (2007), who estimated the expenditure elasticities for different kinds of consumer goods based on a sample of households in rural KwaZulu-Natal. The study is important in that it disaggregated both farm and non-farm goods into ‘tradeable’ and ‘non-tradeable’ categories, where ‘non-tradeables’ are those that are produced locally. The study found that the estimated elasticity for non-tradeable non-farm goods was almost as high as that for tradeable non-farm goods, meaning that although there is a fair amount of leakage out of the local economy as incomes rise, there is also a strong increase in demand for locally-produced goods and services.
 

According to the RDP framework document of 1994, land reform was meant to contribute to job creation in part by engendering a type of agricultural production which would have stronger linkages to the local economy (ANC 1994). This thinking is in line with the international literature on regional growth linkages, which purports to show that investment in labour-intensive agriculture has positive local economic implications beyond the agricultural sector itself by means of local multipliers (e.g. Bell et al. 1982). However, there is a dearth of South African research examining whether South Africa’s land reform has indeed contributed to local multiplier effects. Logically, one would guess that the fairly modest scale of land reform to date has meant that local effects would be difficult to find; moreover, there is little evidence that land reform as it has been conducted in South Africa has been particularly labour-intensive.
 Studies of areas in which there have been relatively high concentrations of redistributive land reform have not produced definitive evidence either way, but tend to show that the overall income effect is modest owing to poor project design, lacklustre beneficiary performance, and concomitant loss of farm jobs (Aliber et al. 2005, LaLR forthcoming).
Besides, doubts about the efficacy of the regional growth linkage models have been raised. Hart (1998) notes that the ‘classic’ quantitative studies of Muda in Malaysia and of Taiwan, have mis-interpreted the causal linkages between agriculture and, say, rural industry, by failing to understand the ‘social organisation of production’ which governs how and where the surplus from agriculture is routed. Hart also illustrates how in China, institutional innovations at local government level have indeed enabled real spin-offs from agriculture into the local economy, but that this requires a heavy hand such that the surplus is captured and invested locally.
2.4.4. What are the linkages to health and educational facilities?

Agriculture affects health and health affects agriculture. These linkages have been widely reported in studies across Africa and elsewhere, and include the damaging effects of chemically-based production systems on the health of farmers, workers and local communities and the rise of ‘zoonotic’ disease threats (such as Avian flu, swine flu, brucellosis, rabies and other infectious and vector-borne diseases) though these are more associated with the huge concentrations of livestock production in commercial feedlots than with small-scale farmers (World Bank 2008: 224-225). The major health threats to small farmers in Africa are Malaria and HIV/Aids. Pesticide use is also a major risk factor and has been found to be exceptionally high among small farmers, killing over a quarter of a million people each year in developing countries (World Bank 2008: 224; see also box 4 on page 17 above). Costs of medical treatment, lost labour, and diminished long-term productivity can be high. 

Public institutions offer a potential market outlet for small-scale farmers’ produce at local level, through preferential procurement by schools and clinics. It is unclear whether this route to providing a market for small farmers has been exploited. Prisons, too, are major consumers of fresh produce, and could source a portion of their food requirements from small-scale farmers. Intermediary services, particularly by agriculture departments, would be needed and would have to be systematized [are there international examples of this?]. A second way in which health and education facilities may be involved is as producers of food themselves; there are numerous projects where vegetables are grown in the grounds of hospitals and schools – though this is generally at a small scale, for direct provisioning of food requirements, and so should be addressed under theme 1 of this study, on ‘food security’. A third area of synergy is the integration of agricultural education and training – a much-neglected feature of the school curriculum even in farming communities. 
2.5. WHERE SHOULD THE EMPHASIS OF A SMALL-SCALE FARMING STRATEGY LIE?

A government strategy to support small-scale farming must be informed by the need to increase opportunities for improved livelihoods among the already very large numbers of South Africans farming on a small scale. In view of South Africa’s massive unemployment problem, it should aim to maximise the creation of livelihoods. The purpose of such a strategy must be to focus on the potential of this sector to contribute to labour absorption and poverty reduction, particularly in the economically depressed areas of the ex-Bantustans where (self-) employment is most needed. Turning small-scale farmers into large-scale commercial farmers is therefore counterproductive on the grounds of both equity and efficiency. For this reason, where land reform is taking place in the commercial farming areas, the priority is to make possible options for small-scale farming, and to limit the emphasis on commercial success at scale on redistributed farms – in order to reduce the incidence of project failure which brings few benefits to ‘beneficiaries’ and no return to this public investment in transformation.
One way to respond to this question is to look at how to build on existing production and to support the sectors in which small-scale farmers are already involved. In many parts of this country this would mean livestock production (cattle and poultry, as well as sheep, goats and pigs). The basic limitation of such a strategy is its path-dependence – the presumption that the spheres of production in which small farmers are engaged are optimal, and that the barriers to entry into other sectors are prohibitive, or that there is some intrinsic economic reason why small farmers cannot branch into new areas of production. Many such reasons are spurious. International experience shows that crops in which commercial or large estate farming predominates can be adapted successfully by small farmers, given the right institutional and policy environment; tea and coffee in Kenya, and cotton in Zimbabwe, are among the examples of this ‘transition’ of products from the large-farm to the small-farm sector, bringing benefits to small farmers. 

A second approach is to explore sectors in which small-scale farmers could hypothetically succeed, given considerations of farming systems, input and production costs, and agro-ecology.  It has been widely noted that communal areas that are home to many of the small-scale farmers of the country are in relatively high rainfall areas, yet the potential for cultivation has not been tapped – nor the potential for small farmers to supply fresh produce to local or nearby urban markets – for instance the supply of vegetables and fruit to urban street traders.  Both of the above approaches have merit; however we propose a third alternative. Instead of policy makers ‘picking winners’ by focusing support for small-scale farmers on specific sectors, a small-scale farming strategy could focus on the provision of generic support and infrastructure in the regions where these farmers are concentrated – which we know is overwhelmingly in just a few districts in Limpopo, Eastern Cape and KwaZulu-Natal. A geographically targeted strategy may provide greater options for farmers to adapt and diversify their production, by creating generalized conditions for success.  

The most fundamental political choice that must be made, though, is about the future agrarian structure. Scenarios for the future of the rural areas, and of agriculture’s contribution to the rural economy and to providing quality livelihoods, can inform policy decisions by clarifying the choices and quantifying trade-offs. A scenario exercise undertaken by the Human Sciences Research Council in partnership with the University of Pretoria illustrated the choices to be made about what kind of agricultural growth path to pursue and, projecting the growth or decline of agricultural employment or self-employment in these different sectors by 2020, shows alternative trajectories for farming (Aliber et al. 2009). Some of the least appealing scenarios are the ‘continuation of current trends’ in redistributive land reform and ‘continued stagnation of former homeland agriculture’. The loss of livelihoods predicted for these sectors make the continuation of existing policy approaches very unattractive. However, a number of more hopeful scenarios are presented. These suggest that substantial numbers of livelihoods can be created through a mixed strategy focused primarily on small-scale farming – both semi-subsistence and semi-commercial – alongside a smaller programme capable of supporting growing numbers of black commercial farmers. 
The 2008 World Development Report of the World Bank emphasises the central place of agriculture in development and the importance of smallholder-led agricultural development (World Bank 2008). It makes a powerful case for major investments, including by governments and international development institutions, in agriculture as a route to rural poverty alleviation, demonstrating the effectiveness of smallholder agriculture as a route to rural poverty alleviation by showing that an increase in agricultural labour productivity is three times more likely to raise the incomes of the poorest than non-agricultural productivity increases (World Bank 2007: 39). However, while the previous WDR on agriculture, in 1982, focused on public sector led investment in key functions and institutions required to enable smallholder success – credit, marketing, extension and research – the 2008 report proposes largely market-based solutions, even though many of these have already proved problematic in the Bank’s own programmes (Devereux et al. 2009). 

The World Development Report’s rationale for prioritizing a smallholder-led path of agricultural development is that this is the most effective way of promoting both equity and efficiency in the sector. Building on its view of an ‘inverse size-productivity relationship’ – that other things being equal, small farms are more productive than large farms – it sets out the argument as follows:

Smallholder farming—also known as family farming, a small-scale farm operated by a household with limited hired labor— remains the most common form of organization in agriculture, even in industrial countries. The record on the superiority of smallholder farming as a form of organization is striking. Many countries tried to promote large-scale farming, believing that smallholder farming is inefficient, backward, and resistant to change. The results were unimpressive and sometimes disastrous. State-led efforts to intensify agricultural production in Sub-Saharan Africa, particularly in the colonial period, focused on large-scale farming, but they were not sustainable. In contrast, Asian countries that eventually decided to promote small family farms were able to launch the green revolution. They started supporting smallholder farming after collective farms failed to deliver adequate incentives to produce, as in China’s farm collectivization, or on the verge of a hunger crisis, as in India and Indonesia. Countries that promoted smallholder agriculture—for various political reasons—used agriculture as an engine of growth and the basis of their industrialization (World Bank 2008: 91).
Yet other things are seldom if ever equal (see Sender and Johnston 2004, among others). Small farmers face disadvantages in access to credit, input supply, transport and storage, and in output markets. So while small farms can be efficient in terms of factor productivity, they may face constraints which prevent people from investing in and profiting from production. The challenge therefore is not merely to ‘integrate’ small farmers into these value chains. 

A strategy to support small-scale farmers must be linked to industrial strategy, insofar as downstream industry procurement and marketing practices are hostile to small farmers. It also requires that commodity organisations support small-scale farmers. Getting the institutional context right for small farmers requires overcoming institutional obstacles that impose high transaction costs. Both public intervention to support service provision to small-scale farmers, and collective action by small-scale farmers themselves, are needed. Poulton, Dorward and Kydd (2005) show the importance of a public sector role in lowering coordination costs for small farmers through seed funds for producer associations, and support to service suppliers to provide goods and services and to traders to provide a ready market for small surpluses.  Their research shows that potential service suppliers face uncertain demand for their services and that “such assurance is lacking in poor rural areas that have not yet achieved a widespread transition out of low input/low output farming unless some external agent undertakes to provide the important missing services or coordinates provision of the missing services by other actors” (Poulton et al. 2005). State support or subsidization of service providers – such as tractor services noted above – can enable small farmers to overcome these obstacles related to scale, as well as coordination problems. The World Bank also notes the possibility of smallholder farmers acting collectively to overcome high transaction costs.
A core choice then is whether to support many small-scale farmers to keep doing what they’re doing and produce a larger share of their household food requirements (i.e. ‘food security’ or ‘production without accumulation’); to enable a smaller number of small-scale farmers to become fully commercial farmers and raise their output and incomes (i.e. ‘ladders-up’ or ‘accumulation for the few’); or to support many small-scale farmers to keep doing what they’re doing, but to increase their productivity, scale up, diversify their products, and raise their incomes (i.e. ‘accumulation from below’). The weight of the research evidence reviewed above shows that these three strategies can co-exist, but also that most past and existing policy initiatives have focused only on the first two – ‘food security’ for many poor households and ‘ladders-up’ for a few better-off farmers. The emphasis of a new national initiative to support small-scale farmers should be on achieving scale and impact, enabling ‘accumulation from below’ for a substantial portion of the existing population of small-scale farmers. Between the agendas of welfare and food security for the poor on the one hand, and narrow empowerment and commercialisation on the other, this must make possible an alternative path of widespread sustainable growth and improvement in the small-scale farming sector, and the creation of an emerging ‘missing middle’ of successful small farmers. 
3
KEY POLICY RECOMMENDATIONS

3.1. OVERVIEW – THE Decentralised Small-scale Farmer Strategy 
The recommendations that follow sketch the steps to be taken to introduce what is tentatively called the Decentralised Small-scale Farmer Strategy. The Strategy should be rolled out over the short to medium term (i.e. 1-5 years), recognising first of all that not everything can change quickly (e.g. the number of well-trained extension officers), and also that, because some answers are not readily forthcoming, there is a need for a period of intensive action, experimentation and learning. The background to the recommendations is the understanding that small-scale agriculture will remain an important feature of the South African landscape for decades to come, that it will remain a valuable contribution to the rural economy and to the livelihoods of rural people, and indeed that there is scope for expanding the number of people deriving their livelihoods as small-scale and larger commercial farmers.

Overall, the Decentralised Small-scale Farmer Strategy consists of the following:

· Initially a focus on areas that have relatively high concentrations of black farmers and of land reform beneficiaries, and to launch area-wide initiatives in these areas that are worked out in conjunction with the emerging Comprehensive Rural Development Programme planning process. These areas should be defined as district municipalities, because district municipalities are the lowest level of government wherein most government departments are represented, and can therefore serve as the locus for co-ordination.

· In these areas, the resourcing of local stakeholder-based consultative, planning and coordination initiatives through training and facilitation, probably within selected local municipalities within the chosen districts. These processes will serve to clarify the local constraints and priorities in respect of small-scale farmer development, and will also be the fora to which government and other agencies are accountable.

· Government must in parallel seek to resolve common and broad constraints in these districts, focusing its efforts on key systemic constraints where there is the greatest potential for high and widely-shared payoff: these include improving access to mechanisation services, fostering appropriate market linkages, determining viable extension models, and promoting institutional and other changes that will allow for land rental markets and the protection of arable land from livestock.   

· Certain existing programmes must be modified and/or aligned so that they fortify the emerging approach, especially the Comprehensive Agricultural Support Programme (CASP) and land redistribution. 
3.2. WHERE TO FOCUS

The recommendation is that this approach has a well-structured geographical focus reflecting first national-level prioritisation and thereafter provincial-level prioritisation. In the first instance, emphasis should be placed on those districts around the country where smallholders are concentrated and thus which account for a large share of the nation’s black farmers. Thus for example 7 district municipalities out of all 46 district municipalities account for about 44% of all blacks involved in agriculture around the country, of which 3 are in Limpopo, 1 in KwaZulu-Natal and 3 in Eastern Cape. Other areas should be selected because they have concentrations of land reform projects or because they are proposed as focus areas for land reform in the near future. For example, 50% of all LRAD projects occur in 10 districts, some of which are among the districts with large concentrations of black farmers but most of which are not (e.g. Free State and North West). Finally, for provinces in which no district fulfils the above criteria, one district should be selected for strategic reasons of importance to that province. The selection of all of the focus districts – of which we propose a total of about 12 – should be done collectively by DAFF, DRDLR and the provincial agriculture departments, and in consultation with affected district municipalities.

Is the district municipality the geographical area for purposes of this proposal? There are two considerations. First, one pitfall to be avoided is to define areas so small that the degree of support enjoyed by those who happen to farm within them is unreplicable. Second, there is an emerging trend towards district-level spatial planning that could and should be capitalised on; the area-based approach to planning for land reform that has been underway for the past three years has taken place at a district level, and this is likely to be subsumed within district-based planning for the new Comprehensive Rural Development Programme (personal communication, DRDLR 2009).
 In fact, the recommendation of this report is that the proposed Decentralised Small-scale Farmer Strategy be planned as part of, or in conjunction with, rural development planning. Indeed, to do otherwise would make a mockery of rural development planning.

Although the district level is the proposed as the focus for the Strategy, this is not to say that in a selected district, the Strategy will be rolled out simultaneously everywhere. The proposal rather is to start in smaller areas (e.g. local municipalities, or parts thereof), and then expand out from there as less are learned, even while some activities are undertaken on a more district-wide basis.

3.3. PLANNING APPROACH

One lesson from the area-based planning approach initiated in the land reform programme is that a reliance on consultants diminishes ownership of the final product and sometimes also its intelligibility (personal communication, KZN PLRO). It also tends to promote the production of vast quantities of information that furnish little strategic insight and make too little use of a valuable resource, namely the knowledge of provincial staff themselves. The planning for the envisaged for the Strategy at local level should therefore be done primarily by farmers themselves, through the assistance of government agents or service providers. The reason is twofold: first, government does not have the capacity to do all of the planning that is necessary; second, and more vitally, it is the essence of a bottom-up approach that the target group is actively and centrally involved in the process from the inception phase. Specialist inputs can be commissioned where necessary using the resources at government’s disposal, but judiciously.

3.4. WHAT TO KEEP, CHANGE AND ADD

The proposed Decentralised Small-scale Farmer Strategy draws on the best of existing and past initiatives to support small-scale farmers, while adapting these in light of lessons learnt. These are the main features of government initiatives that we should keep, there are also some that must change, and some approaches that should be added. 

Keep:
· extension and training, but develop appropriate cost-effective models that provide real value added and can be extended considerably, eg through farmer-based models;
· development of input supply networks and promotion of mechanisation contractors; 
· development of marketing skills and promotion of market linkages; 
· institutional and financial support to various kinds of farmers’ organisations, including marketing co-ops. 
Change:
· do not require production for sale (i.e. for commercial purposes) as the basis for provision of support; 
· less emphasis on high-input production systems, eg GM seed and agro-chemicals; 
· less emphasis on higher yields, e.g. relative to bringing land out of fallow; 
· do not impose or over-encourage credit uptake;
· do not impose ‘consolidation’ of fields. 
Add:
· a participatory approach that promotes farmer organisation and involves them in a very significant way in the design and implementation process;
· promotion of land rental markets; 
· measures to limit livestock damage eg by support for fencing; 
· more refined market linkage and development, including incentive schemes to broaden supermarket access and other procurement practices; 
· promotion of small-scale and decentralised private agro-processing capacity; 
· capacity support to government institutions, especially provincial agriculture departments;
· investigate mechanisms that can promote the active involvement of small-scale farmers in value-chains, and avoid their being locked out by the large agro-industrial conglomerates. 
3.5. MODIFYING COMPLEMENTARY PROGRAMMES

The approach sketched above can in principle work very well in the context of existing national programmes, though to take optimal advantage of these, they require some modification or re-focusing:

· CASP: While CASP can be applied in a complementary manner to support the various area-based developments, a smaller share of CASP expenditure should be for on-farm infrastructure in favour of off-farm public infrastructure and services. This will assist in financing many of the recommendations identified, including marketing infrastructure, specialised training provision, and land administration. Moreover, there is a strong rationale for broadening CASP so that it can be used to assist in the financing of tractor and agro-processing services.

· MAFISA: The fact that MAFISA already exists (not to mention other area-specific or enterprise-specific lending schemes) can be used to advance the recommendations made above, though one would want to guard against over-indebting farmers, as well as over-concentrating MAFISA’s activities in the focus areas to the detriment of the rest of the country.

· Extension: To the extent that a need has been identified to upgrade skills of extension staff, the identified focus areas would be an ideal learning opportunity.

· Land reform: Land reform policy and particular the emphasis of land redistribution is currently in flux. The area-based agricultural approach proposed here should be used as an opportunity to assist in testing and implementing the emerging approach, which is expected to include a more geographically strategic approach to land acquisition to meet diverse types of land needs. 

3.6. TAKING MONITORING & EVALUATION SERIOUSLY

Monitoring & evaluation are much talked about in the realms of agricultural and land reform in South Africa, but remain weak and relatively unimportant in practice. The main problem appears to be that M&E tends to emphasize either on-going performance monitoring to make certain that officials are delivering, or infrequent, overly technical commissioned evaluations that are functionally unhelpful. Ongoing monitoring and evaluation with adequate qualitative components will be essential to learn from the Strategy as it unfolds in real time.

3.7. SPECIFIC INTERVENTIONS

This report proposes a phased rollout that starts Five immediate steps that can be actioned at district level, in the priority 12 or so districts in the country:

· Confirm the priority districts: many of the existing small-scale farmers are found in a small number of districts in the country. Confirm which of these will become the priority for the inception phase. 
We propose a total of about 12 – and selection should be done collectively by DAFF, DRDLR and the provincial agriculture departments, and in consultation with affected district municipalities.
· Input supply and farmer services: public subsidisation of small-scale local industries that provide services to small-scale farmers, especially tractor services and milling, combined with a programme to incentivise and train agro-dealer networks to make inputs more readily available at local level and at reasonable prices. The immediate benefit is easy and affordable access for small-scale farmers to small quantities of inputs, and appropriate services. The longer-term benefit is stimulation of the rural non-farm economy and growth of multipliers in areas that have been economically depressed.

· Land tenure and land rentals: use participatory demarcation and rights confirmation methods to define arable plots, to enable land rights holders to rent these out through community-recognised processes. The immediate benefit is enabling under-utilised land to be transacted and passed to those who wish to farm it.

· Fencing: invest public funding and facilitation in the fencing of arable plot areas, using participatory processes within communities to identify which plots require fencing, and the Community Work Programme to build the fences. The immediate benefit is reducing crop damage by livestock, and removing one reason why people who would like to cultivate do not do so.

· Land reform: acquire farms in priority areas identified through participatory area-based planning, and subdivide according to needs and capabilities of identified beneficiaries, instead of acquiring farms on a one-by-one basis and transferring them whole to groups. The immediate benefit is making family farming feasible, reducing the risk of project failure in large commercial group projects, and enabling planning for common infrastructure, like boreholes, dipping tanks and marketing depots, to benefit many farmers.

· Marketing links to supermarkets: There should be an attempt to work with supermarket chains and fresh produce markets to improve their links to smallholders, building on spontaneous successful developments observed in some parts of the country.
3.8. ADAPTING INTERNATIONAL BEST PRACTICE
Available research in South Africa does not provide all the answers to the challenges faced by small-scale farmers. In these areas, we can commission reviews of international best practice in order to identify new approaches that can be adopted and adapted in South Africa, using innovative learning methodologies. Three such international reviews should be conducted during 2010 to inform new initiatives from 2011 onwards.

· Extension services: How can we substantially scale up provision of extension services to reach most small-scale farmers, and at the same time improve the quality and appropriateness of extension advice? Following the existing model would make this prohibitively expensive, involving overall budget increases in the order of four or more. There is therefore a need to test and refine new models that make better use of existing resources, such as farmer-based extension models, etc. 

· Environmental services: How can we realistically and cost-effectively undertake conservation measures which augment water availability while also protecting the natural environment, and do so in a way that is remunerative for rural dwellers and therefore self-sustaining? This can be both for the public good but also mechanisms to allow for additional recovery of water for agriculture.
· Regulation and incentives: How can we ensure that companies along the value chain that are involved in agro-processing and retail source from small-scale farmers and that procurement policies applying to government entities also promote this? This is essential if small-scale producers are not to be continually ‘crowded out’ of local markets. National level regulation, in the form of licensing requirements and tax incentives, can incentivise supermarkets to source fresh produce from small-scale farmers, and for agribusinesses to deal with small farmers as clients. However, the feasibility of this, and the details of how such regulation should be structured, is yet to be established and must be explored, drawing on experiences elsewhere. 
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� presently there are about 4 million black people in South Africa involved in agriculture at some scale, of whom roughly 200 000 practice agriculture mainly to derive an income (i.e. are commercial smallholders)


� Andrew et al. further state that, “It is difficult to assess which are the most important factors…. However, the case studies indicate that there was a complex interaction of market access problems, resource constraints (financial, labour and technology), degradation processes and high risks that reduced outputs and encouraged people to abandon field cultivation” (Andrew et al. 2003:4).


� Estimates are based on data from the Directorate: Monitoring & Evaluation, whereby for projects where the number of households is not indicated, households are assumed to be one quarter of the number of individual beneficiaries, where the 1:4 ratio is the average based on projects for which both individuals and households are indicated.


�  This section is partially adapted from de Stage 2009.


� It is unclear what source was used for the numbers of farmers upon which these ratios were calculated. Based on the LFS and the agricultural census of 2002, we estimate that there are roughly 300 000 to 400 000 commercially oriented farmers of all races, in relation to which 2800 extension staff would mean a ratio of about 1 : 125. If instead one were to consider all farmers irrespective of market orientation or scale, then the ratio would be in the order of 1 : 1400.  


� This section is partially adapted from Jacobs 2009.


� Aside from underscoring the key goals of the Marketing Act, this document articulated a commitment to improving “access to markets for small and medium scale farmers” (MALA 1998).


� Personal communication, Department of Agriculture, September 2008.


� Unfortunately, the design of the 2005/06 IES does not enable one to estimate what share of expenditure is direct to particular types of establishment, merely the share of households who generally purchase particular types of items at particular types of establishments.


� In fact to suggest that the implications for consumers are mainly positive is more of an in-principle conclusion than an observation; over the period, South African consumers have experienced at least two bouts of rapid food price inflation, and a case could be made that the pervasiveness of supermarkets has aggravated food price inflation rather than attenuated it.


� From a rather different perspective, EPRI used Stats SA data to show that social grants lead to a redistribution of income towards the poor that favours expenditure on domestically produced goods and services rather at the expense of imports (EPRI 2004). 


� In a study commissioned by the Department of Science and Technology, HSRC (2004) notes that the land reform programme does not have a ‘technology policy’ that would wean project planning away from the capital-intensive agricultural model that is implicitly followed. 


� To be clear, one would generally not recommend that these areas be defined in relation to the CRDP pilot sites, which tend not to be district municipalities.
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