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ABSTRACT

There has long been evidence that many smallhtddeyers can benefit from market-
oriented agriculture. However, smallholder farmaften face a number of barriers to
accessing the markets. Smallholder market accesdten cited as a factor that
exacerbates the smallholder situation, but i®litdsearched. This study investigated
barriers to market participation among three sno#diér farmer groups in rural
KwaZulu-Natal. It is hypothesised that identificat of these barriers could assist in
institutional innovation to alleviate market comagtts and challenges faced by
smallholder farmers. It is also expected that esking such barriers may create
enabling conditions that would encourage smallholfEmers to access and
participate more effectively in markets. Such gffacould improve the ability of
smallholder farmers to become part of the mainstrea commercial agricultural

economy.

Three farmer groups from rural areas of KwaZuluaN@€entocow, Mbumbulu and
Muden) were selected to participate in the studgabse they had interests in
marketing fresh produce. One group (Mbumbulu) wasertified organic producer
and was supplying a formal market. The other twaugs (Centocow and Muden)
were not organically certified and sold producernfmrmal markets. A three way
comparison that included agricultural Policy Refpimtegrated Development Plans
(IDPs) from Local Municipalities and focus grousclissions was used to check and
validate farmers’ responses to questions askedicéltural policy reforms relevant
to these groups were reviewed. IDPs were analysedaluate service delivery and
provision of infrastructure (enabling conditionsr fmarket participation). Focus
group discussions were conducted to investigatadaexperiences in marketing and

perceptions of agricultural policy constraints.

The study revealed that access to resources, miafioemation, infrastructure and
farmer support services were barriers to markeiqgyaation. Efforts to incorporate
smallholder farmers through agricultural policya®nhs in large scale agriculture have
failed. Programmes to create enabling conditiang. (infrastructural development
and telecommunications) were either not budgetedfaot implemented by local

municipalities. Local economic development progras focused on developing



tourist attractions, although communal areas (Gmmtoand Mbumbulu) have the
potential for agricultural growth. Local municigads also faced challenges, such as
lack of capacity to plan, implement, budget fornpled projects, lack of service
provider commitment and municipal funds. The ressshowed that despite barriers
to market participation, smallholder farmers stitlarketed limited amounts of

produce.

If identified barriers are addressed, the issuésedain this study might improve
market participation. Some barriers require diratgrvention by government, as in
the case of support services, extension serviagitcand training. Investment in
good infrastructure may encourage smallholder fesnte participate effectively in
markets. This may be done by establishing a marKedstructure that includes
collection points, transportation and market degsasi order to address the problems
of proximity to markets. Such intervention shouédjuire the involvement of the

private sector.
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Chapter 1
The research problem and its setting

1.1 Introduction and the importance of this study

A number of challenges face smallholder farmersarket participation. For most
African smallholder farmers, markets are diffidaltaccess (Makhura, 2001). Formal
market access is difficult for smallholder farménsrural areas because of a wide
range of barriers and constraints (Delgado, 1998)ese include lack of assets (e.qg.
tenure and collateral), market information, appiater training, limited access to
services necessary for crop production and the tigits involved in production and
marketing (Machethe, 2004; Matungul, 2002 & Makhw2@01). Effective market
participation is further challenged by a lack ohaowative institutions to support
farmers (Hazell, 2005 & NEPAD, 2002). Most Africaountries have a poor
infrastructure in rural areas and weak institutjasch as credit provision, to support

smallholder agricultural development (Hazell, 2005)

International experience shows that with good inmaetation of policies, adequate
access to farmer support services and provisianarket infrastructure, smallholder
farmers can significantly increase agricultural durctivity and production (Bryant,

2005; Hazell, 2005 & Cochrane, 1993). Improvemeragricultural performance has
the potential to increase rural incomes and purbapower for many people in

South Africa (Machethe, 2004). To help distribtite benefits of agricultural growth
more widely, there is a need for sound policesagretultural investments that would
integrate smallholder farmers into modern markedirch and promote long-term

development (Bryant, 2005).

Market access and transport costs are some olsstdwe inhibit the growth of

smallholder farmers in developing countries (Mawng002). Modern technologies
for land preparation, irrigation and storage areaost-effective when farmers have to
pay three to five times the price for inputs anceree only 30 to 60% of the market
value of products sold (Peacock & Jowett, 20069r éxample, the largest group of

smallholder cotton growers in KwaZulu-Natal at Ma#tini Flats market



participation dropped in 2002 because they didhaot capital to purchase inputs and

pay for resources needed (Goesal, 2002).

In South Africa, the majority of disadvantaged farmare not part of mainstream
agriculture and generally practice subsistencecaljure in the former homelands
(Matungul, 2002 & Kirstenet al, 1998). This kind of subsistence farming is
characterised by low production, poor access taymtive land, agricultural inputs
and credit (Makhura, 2001). Efforts to promote Knmdéder agriculture, such as
access to credit to purchase farmland, have bededitsmall minority of smallholder
farmers. These efforts have not been sufficienimprove the participation of
smallholder farmers in commercial agriculture (Ly&ad-errer, 2006; Van Zyl, 1998
& Kirsten, 1994). Such efforts could be overconyeimproved access to markets,
credit, appropriate training, provision of infragtture and service delivery that is
relevant for marketing. In South Africa, urgensearch is needed to identify the
specific challenges faced by smallholder farmerd @nunderstand what support is
required. This study aims to investigate the besrie market participation among
three smallholder groups in rural KwaZulu-Natal. heT role of Integrated
Development Plans (IDPs) in providing conducive ke@ing environment for

smallholder farmers is also explored.

1.2  Subproblems

The study investigates the barriers to market gpgtion among three farmer groups
in rural KwaZulu-Natal. Four subproblems were istigated are: -

Subproblem 1: - The farmers’ perceptions of whaicatfural policy reforms mean to
them as smallholder farmers.

Subproblem 2: - The marketing channels used bYatimeers.

Subproblem 3:- Constraints related to marketingdday the farmers.

Subproblem 4: - The barriers to accessing formaketa.

1.3  Study limits

The study focused on case studies of smallholdendiagroups in KwaZulu-Natal.

These farmer groups are not representative of dted population of smallholder



farmers in this Province because, although smal#olfarmers share some
similarities, the extent of operation is differemtd access to markets, resources, etc.
Therefore, the results of this study cannot be g#ised. This study also focused on
barriers to market participation as they affeceetive participation of smallholder
farmers in the markets. Among other relevant locahicipality documents, such as

local economic development plans, the study andlii3E's.

1.4  Assumptions

External support from government and other stakdgrsl is important to assist
smallholder farmers, especially in agriculturaliates such as marketing. Most
smallholder farmers are too poor to afford purcHasgut supplies for farming

activities. Smallholder farmers also have poornoraccess to infrastructure and
markets and are historically located in poorly tesed areas in South Africa (Kirsten
et al, 1998). Farmers like these tend not to partieipatformal markets (Makhura,

2001). Therefore, it is assumed that farmer graups are not participating in formal

markets lack the necessary resources to engagemalf marketing activities.

In addition, it was assumed that members of thedéargroups would give relevant
and truthful information about their perceptions agricultural policy and about
conditions related to service delivery and the miown of infrastructure that is

relevant for marketing activities.

It was assumed that Integrated Development Plab®s]l and Local Economic
Development (LED) plans would be available, on esju from the Local
Municipalities to evaluate programmes planned tiresk services and infrastructure
relevant for agricultural marketing. Lastly it wassumed that Local Municipalities

have the capacity (qualified staff) to support andlement such plans.

1.5 Structure of the dissertation

The dissertation is organised in seven chaptetsaptér one presents an introduction

to the study, the importance of this study, sublemls, study limits and assumptions.



The second chapter presents a review of literatnremallholder market participation
with regards to agricultural policy reforms, maikgtchannels used by smallholder
farmers, constraints faced and barriers to acogsamarkets. The descriptive
characteristics of participating farmers are presstnn chapter three. The fourth
chapter describes the methodology used to collgtet @nd analyse results. IDPs for
the three Local Municipalities (Ingwe, Mkhambathand Msinga) are analysed in
chapter five to evaluate the programmes planneditioess services and infrastructure
relevant for market participation. The results dmstussions are presented in chapter
six. Finally, a summary of results, conclusiond aacommendations is presented in

chapter seven.



Chapter 2
Literature review

2.1 Introduction

Market participation is both a cause and a consemu®f economic development
(Makhura, 2001). For instance, some niche agucaltmarkets offer smallholder
farmers the opportunity to sell specialised prodand thereby enjoy profits from
trade (Boughtoret al 2006). In Asia, during the T9century, recognition of the
potential of agricultural markets as engines ofnecoic development and structural
transformation gave rise to a market-led paradigift 81 agricultural development
(Reardon & Timmer, 2006). This transformation vaasompanied by a widespread
promotion of market liberalisation policy programsnand great investment in
agriculture, in order to create a conducive envitent for smallholder farmers
(Hazell, 2005).

Despite two decades of experience with market dilssation in sub-Saharan Africa,
structural transformation is progressing slowlyhaunequal distribution of the limited
gains (Boughtoret al, 2006). Part of this may be due to sharp diffeesnin the
evident returns to participation in different masedifferentiated by commodity,
function (e.g. storage, transport and retailing) barriers to entry (Barre¢t al, 2004

& Haggbladeet al, 2004). Smallholder farmers may choose to move afut
agriculture entirely rather than move from subsiséeto commercialised agriculture,
because the challenges they face are too riskygi#onet al, 2006). For instance, in
Mozambique, some rural households that were engageadming left these areas to
seek employment in urban areas which are unabpgawde adequate employment

and social services for unskilled labourers fromaktarmers (Boughtost al, 2006).

As in other developing countries, South African Bhadder farmers find it difficult
to participate in markets because of challengesmamket access (Makhura, 2001).
These challenges, as identified by numerous stuaies

* Alack of access to land for farming,

» Limited access to productive land,

» Lack of provision of and access to water,



» Lack of access to markets,

» llliteracy and related problems,

* Minimal access to financial assistance,

* High transaction costs,

» Poor infrastructure, such as roads,

* Minimal access to cooperatives and marketing osgdians,

» Lack of knowledge about existing farmer organigaior unions,

» Lack of access to appropriate information, techggland extension services,
and

« Lack of access to agricultural education and iastihs (Senyolcet al, 2006;
Mthembu, 2005; Machethe, 2004; Matungul, 2002; Mak&h2001; Harriet
al, 2001; Delgado, 1999; Isaacs, 1996 & Coetzee, 1995

Many smallholder farmers face a range of barrieas limit their ability to participate
in markets. Against this background, this chapésiews the existing literature to

investigate the barriers to market participatioroagismallholder farmers.

2.2 Barriers to market access among smallholder faners

The extent to which market access for smallholdemérs has improved with market
liberalisation varies across crops and countriesnf{ardet al, 1998). Although new
opportunities might have emerged for some farmferspal markets are difficult to
access because of the challenges that smallh@ldeefs face (Boughtoet al, 2006).
Even in more accessible areas, smallholder farmegpsire more assurance that they
will be able to sell what is produced and obtaneasonable price (Dorward & Kydd,
2003). Literature indicates that smallholder fasnéace a range of barriers that
hamper improved market access and market participgBoughtonet al, 2006;
Haggabladeet al, 2004; Maltsoglou & Tanyeri-Abur, 2005; Machethi&)04 &
Makhuraet al, 2001).



2.2.1 Transaction costs as a barrier to market participaion

Transaction costs are defined as the “costs ofngmmg a contractex-ante and
monitoring a contracéx-postor more generally the costs of running the ecoomomi
system” (Maltsoglou & Tanyeri-Abur, 2005). TranBao costs can be classified as
information, negotiation, monitoring and enforcemneasts (Maltsoglou & Tanyeri-
Abur, 2005; Makhureet al, 2001 & Matungul, 2002). Information cos&x{ante
relate to the costs incurred in obtaining informatrelative to the undertaking of the
transactions (price information, market locatiott.)e(Maltsoglou & Tanyeri-Abur,
2005). Negotiation costs represent the costs iadwvhile the transaction is being
carried out (negotiating terms of exchange, drawipghe contract, etc.) (Matungul,
2002). Monitoring and enforcement coséx-pos} are the costs incurred once the
transaction is completed and in order to ensurethigaterms agreed up@x-anteare
kept to (payment arrangements) (Maltsoglou & Targeur, 2005). Delgado (1999)
states that transaction costs differ among houdshiile to asymmetries in access to
assets, market information, extension servicesamdinerative markets (table 2.1).

Table 2.1 Transaction costs that occur when farmersproduce and market crops
(Maltsoglou & Tanyeri-Abur, 2005 & Delgado, 1999)

Direct costs Indirect costs

Hiring labour. Reorganisation of household labour and other
Hiring vehicle to transport agricultural inputs. resources in order to produce enough |for
Hiring tractor to prepare land. markets.

Transporting products from farms to markets. Costs of searching for trading partners.
Trading partners’ commission. Costs of screening trading partners.

Costs of bargaining.
Costs of monitoring and enforcement.

Costs of search for information (pricin

[(®]

market location).

Transaction costs also include the costs resuitorg relative distance from markets,
poor infrastructure, high marketing margins, impetfinformation, supervision and
incentive costs (Machethe, 2004). Smallholder &asrare often located in remote
areas, far away from service providers and majarsemers of farm products

(Matungul, 2002). The distance from markets, togetwith weak infrastructure,



poor access to assets and information is showrgin &xchange costs (Matungul,
2002 & Makhura, 2001).

In order to participate in markets, smallholdemfars must determine who to deal
with, what the terms of trading are, negotiate hargy draw up contracts and
undertake the inspections needed to make surghihaerms of the contract are being
observed (Makhura, 2001). This process is oftaly eestly and farmers may not
realise or account for these costs (Maltsoglou &yEai-Abur, 2005). Transaction
costs tend to reduce the net benefits of exchaageltng in low, or no market

participation by smallholder farmers (Matungul, 2R0

Several studies show that transaction costs camrisignificantly to create barriers to
market participation by resource-poor farmers (blolly et al 2000 & Delgado,

1999). For instance, in Peru, participation wa® lamong smallholder potato
producers because of the high transaction costs fandal markets became
inaccessible (Maltsoglou & Tanyeri-Abur, 2005). cAse study from the Philippines
also shows that high transaction costs played rfgignt part in decreasing market
participation among smallholder livestock producgraparet al, 2003). In South

Africa, a study carried out in the Limpopo Provinsaowed that even indirect costs
(e.g. costs of searching for market location) linhié participation of smallholder

farmers who do not have access to markets (MakB064,).

2.2.2 Lack of market information as a barrier to maket access

The provision of basic market information in smaltler agriculture is a service that
aims to increase efficiency of agricultural markeasid contribute towards
participation in these markets (Janowskial 2006). For instance, provision of
information on pricing and market location wouldsias smallholder farmers in
making better decisions on where to sell their poedand negotiate prices (David-
Benz et al, 2004). Shepherd (1997) states that market irdton services assist
smallholder farmer decision making and identificati of possible marketing



opportunities. Frick & Groenewald (1998) also itignseveral roles of market
information:

* Creating stimuli by indicating market opportunities

» Stimulating competition among suppliers and tradeis

* Encouraging suppliers to adopt the growth of denfan@roduce.

Chowdhuryet al (2005) give several reasons for the lack of maikiermation as a
barrier to market access, resulting in ineffectivarket participation by smallholder
farmers. Firstly, the reliability of informationay vary over time. Information that
was once correct may become outdated. Secondlgcting relevant information for
production and marketing may involve costs. Tlyrdimallholder farmers may be
unable to process the information gained to suweirtituation (Chowdhuryet al,
2005). In most cases smallholder farmers do ne¢ kafficient knowledge to process
the available information correctly (Chowdhuey al 2005). This is due to low
literacy levels amongst smallholder farmers in Iraraas that inhibits record keeping
(Matungul, 2002).

The availability of market information is very lited in developing countries (Lapar
et al 2006 & Montshwe, 2006). Insufficient market infation is common due to
the large number of smallholder producers, ineffiticommunication systems, low
levels of literacy and information administratiorefyes & Groenewald, 1985).
There are several problems associated with theigioov of market information.
First, acquisition of market information can be ery expensive activity, beyond
reach of smallholder farmers (Matungul, 2002). ldear, market information may
be relatively cheap (Shepherd, 1997). It can lmwiged through services such as
radio, newspapers, internet, e-mail, mobile phoaed notice boards to farmers,
traders, government officials, policy-makers, depetent agencies and consumers
(Shepherd, 1997).

The second problem associated with the provisiommafket information is that
exchanging relevant information creates opportesitior some marketing agents
(middlemen) to use that information to their adeget (Kirstenet al, 1998). This

process increases transaction costs of exchangedhlet al, 1998). Due to a lack of
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service delivery, smallholder farmers are not alleaccess services such as the
internet, government officials and other servicegain the required information to
access markets (Janowsial, 2006 & Todes, 2005). Smallholder farmers in Bata
in Uganda, did not participate in markets becaasgng other problems, they did not
have enough information about prices, demand applgwf products, market outlets

and how to access markets, even for markets dogbeir village (Ferrigt al, 2006).

In the South African context, information sourcesed by smallholder farmers
include family members, neighbours, friends, extamservices and to some extent
newspapers and radio (Matungul, 2002). In somasaoé South Africa, extension
services do not exist, or are limited (MachetheQ40 However, the Ministry of
Agriculture and Land Affairs (MALA) (1998) indicatethat for many smallholder
farmers and resource-poor farmers, the extensioncserepresents the main source
of information on improved technology and markettems. Lack of market
information, or differential access to market imh@tion, creates direct barriers to

market access, which limits farmer participation.

2.2.3 Poor infrastructure as a barrier to market acess

High transaction costs are one of the major faatorsstraining growth of smallholder
agriculture in African countries and this can ldygee attributed to poor
infrastructure (Chaminukat al, 2006 & NEPAD, 2002). Provision of good
infrastructure is said to be a requirement for eanig higher levels of agricultural
productivity and profitability (van Zykt al, 2006). An American experience in
smallholder agricultural growth shows that thera ba no agricultural development
without services that flow from the required infrastural elements (Cochrane,
1993). Smallholder agricultural growth in Asia slsothat physical infrastructure,
such as irrigation, roads, storage and others, avd®y element in the success
achieved by smallholder farmers (Yoshino & Nakabkiga 2000). Improved
infrastructure was critical for smallholder growith America and Asia because it
expanded and opened a range of market opportutatismallholder producers, and
improved linkages between producers and potentigtis (Peacock & Jowett, 2006).
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However, in South Africa, inadequate physical isfracture in rural areas,
particularly former homeland areas, remains a majbstacle to smallholder
agricultural growth (Kirsteret al, 1998). Despite government initiatives to improve
the quality and quantity of the infrastructure ural areas through programmes such
as the Community Based Public Works Programme, @uadéed Municipal
Infrastructure Programme and the Poverty Relief lafrdstructure Investment Fund,
the impact on smallholder farmers has been limietgrms of marketing (Everatt &
Zulu, 2001).

Chaminukaet al (2006) describes infrastructure as the capitatksthat provides
public goods and services. Infrastructure is aaisgd as two types (Wanmali,
1992). “Soft infrastructure” includes transporbatiservices, finance services, input
distribution and marketing. “Hard infrastructureitludes roads, telecommunications,
electrification and irrigation (Wanmali, 1992). dlbevelopment Bank of Southern
Africa (DBSA, 1998) describes infrastructure as a diraudl amportant link to
agricultural progress in smallholder agriculturecdngse smallholder farmers need
both soft and hard infrastructure to succeed. d&wga infrastructure reduces the
costs of transactions for market participants (Mgtu, 2002). If infrastructural
services are more accessible, smallholder farmeag use these services more,
leading to improved productivity and market papgation (Chaminukat al 2006).
For instance, if smallholder farmers have accesselecommunications, such as
mobile or public phones, internet and email, theyld communicate with potential
buyers and negotiate prices without going to marketarching for buyers (Feres
al, 2006). Development of infrastructure can stirteulagricultural and rural
development, whilst agricultural development cansoalstimulate improved
infrastructural development (Chaminukd al, 2006). DBSA (1998) states that
improved infrastructure can also improve overallvelepment outcomes and

economic competitiveness.

However, deficiencies in rural infrastructural seeg result in poor functioning of
domestic markets due to reduced market participatiath little spatial integration,
low price transmission and weak international cottipeness (Pinstrup-Anderson &
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Shimokawa, 2006). In South Africa, poor road ctinds and distant markets have
been identified as some of the factors that hanmpgroved market access for
smallholder farmers (Makhura & Mokoena, 2003 an@&uMioudt & Groenewald,
2003). Poor road conditions also contribute towangccessibility of input markets,
resulting in low levels of market participation (beethe, 2004). Factors that
determine access to input and output markets iedtiistance to the markets, the state
of road networks in communities, the cost of tramsgion and the frequency of
market visitation (Chaminuket al, 2006 & De Janvrgt al, 1991).

Smallholder farmers in the Limpopo Province supplyithe Thohoyandou Spar
experienced problems such as poor communicatiom wWwityers, transportation
problems (availability and high costs of hiring)daminimal processing activities
(sorting, washing and bundling) due to inadequafeastructure (Makhura, 2001).
Therefore, inadequate or poor access to infrastraicservices does not result in
smallholder agricultural growth and it poses chajks to smallholder farmers that
reduce market participation.

2.3 Empirical studies of barriers to market participation among smallholder

farmers

A study conducted in Mexico, investigated smallleoltharket participation in maize
markets (Keyet al, 2000). Selling to formal markets tended to digantly increase
production and selling for smallholder farmers (Ketyal 2000). Ownership of
certain assets, such as vehicles, assisted fanoersach potential buyers. This
implies that ownership of assets tends to redutey &arriers into markets because

farmers are able to reach potential buyers usieiy thwn resources (Kest al, 2000).

In the Ethiopian highlands, a study conducted byldw@y et al (2000) sought to
identify alternative techniques affecting participp among peri-urban milk
producers. One of the findings was that by locagmoducers closer to markets,
travel costs to the markets could be minimised Ig¥edy et al, 2000). This increased
the number of participating producers and the leskelproduction. The study
concluded that institutional innovations to prometsry into the markets should be
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accompanied by a mix of other factors, such as ongments in infrastructure,
knowledge and assets accumulation in householdsvies in smallholder farming.
The results of Hollowat al (2000) confirm the findings of Matunget al (2001),
which emphasise that transaction costs increade distance, especially for farmers
located far from markets. This is exacerbated mgreased costs of gathering
information and the risk of wastage or spoilage nvhebuyer is not found in good
time (Matungulet al, 2001).

Staal et al (2000) investigated spatial aspects of producedk mricing among
smallholder farmers in Kenya. In their study theoGraphical Information System
derived variables for distance and transport costsnbined with survey-derived
variables for household characteristics to modeketgparticipation and formation of
farm-level milk prices. The results differentidtetween effects of roads by type and
distance on milk pricing, and highlight the imparta of milk production density and
market infrastructure. The conclusion was that sebolds were unlikely to
participate in markets if market infrastructurecltswas retail, storage facilities and
transportation were absent (Stathl, 2000).

Makhura (1994) determined factors affecting commaéisation of small-scale
farmers in the former Kangwane area of Mpumalamg&aouth Africa. The study
suggested that access to agricultural informatithhe, use of formal marketing
channels and information management were distihgqugsfactors and significant for
determining level of farmers’ participation. Makhis (2001) study on overcoming
transaction cost barriers to market participatiomag smallholder farmers in the
Northern Province of South Africa showed that daseel market participation is due
to high transaction costs. Despite many probleat®d by smallholder farmers,
Matungul et al (2001) found that smallholder farmers in some Irageas of
KwaZulu-Natal have managed to produce sufficiemtth@ir own consumption and
sell their surplus to informal markets. The stigyMatungulet al (2001) tested the
hypothesis that participation in product marketaffected by high transaction costs
and found that smallholder market participatiorikely to decrease when costs of
exchange are high.
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A discussion document by the Ministry of Agricukuand Land Affairs (MALA)
(1998) shows that the agricultural policy in Soéfinica gives particular attention to
creating conducive environments for smallholdemiers so that they become part of
large-scale agriculture. Agricultural policy stegically aims to support production
and make the agricultural sector more efficient artdrnationally competitive. It
also aims to stimulate increases in the numbeewf smallholder farmers engaged in
agricultural activities and to remove barriers thast to smallholder farmers entering
large-scale agriculture (MALA, 1998).

The study by Kirsteret al (1998) of agricultural democratisation of South iédr
found that one of the primary challenges facing tBoéfrican policy-makers is
empowerment of previously disadvantaged peopldliseators of the economy. In
agriculture, empowerment means giving smallholdem&rs more choices about their
own future (Kirstenet al, 1998). Therefore, agricultural policy reformse &key
components and measures to ensure access to @berces and services in order to
achieve meaningful and sustained smallholder agmi@idevelopment (Kirsteet al,
1998).

Senyolo et al (2006) conducted a study of factors distinguishlog/ turnover
emerging farmers from high turnover emerging fasnerSouth Africa. The findings
showed that despite new opportunities (throughcatitiral policy reforms) that have
been created to facilitate participation of emeggiarmers in the second economy,
emerging farmers continue to face a host of chg#erranging from socio-economic

to farm based constraints.

2.4 Smallholder farmers in South Africa

Worldwide there has been an increase in agriculppn@duction (average of 2.3%)
over the last 40 years (Peacock & Jowett, 2008).Adia and Africa much of this
growth has been in smallholder agriculture (Dorwatdal, 2004). However, the
World Bank (2003) indicates that sub-Saharan Afriags behind in terms of
agricultural yields compared to other regions bseaof insufficient agricultural

investments, weak governance and inappropriatevemdons. Due to apartheid
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policies and legislations, South Africa is stilldamgoing a significant transformation
in its political, social and economic structuregr{§foloet al, 2006 & Nggangweni,
2000). Agriculture is an important element of tiiansformation (Senyolet al
2006; Nggangweni, 2000 & Blackie, 1994). Thera islear distinction between the
smallholder farming sector and large-scale farmisgctor. This is because
smallholder farming is still located mostly in tfeemer homelands, impoverished and
dominated by low input and labour-intensive formhpmmduction (Aliberet al, 2006).
Whereas, the large-scale sector is capital-intenstemmercial, engaged in large-

scale production and linked to global markets (&gt al, 2006).

Senyoloet al (2006) describe smallholder farmers as previoesisiuded from the
mainstream economy and that now represent the deeoonomy. Most South
African smallholder farmers are found in former ledamds and are engaged in
agricultural activities (Makhura & Coetzee, 1998\8nk, 1998). The homelands
originated from the separate development polictestedd at the beginning of the
twentieth century (Terreblanche, 1998). Underéhaslicies former homeland areas
were provided with inadequate infrastructure angtises (Chaminukat al, 2006 &
Machethe, 2004). Farmers in homeland areas had gmmess to resources such as
productive land, credit, technology and were exetudfom commercial agriculture
(Senyoloet al, 2006).

The apartheid government believed that low marketigpation of smallholders in
commercial agriculture was due to poor physicaldattons, such as transport, climate
and farmers’ unwillingness to integrate into a wasteconomic system (Makhura,
2001 & Terreblanche, 1998). Therefore, aparthegllted in different agricultural
and marketing policies being applied to white comuia farmers and to black
smallholder farmers (Vink, 1998). Despite thesstdrical disadvantages faced by
smallholder farmers and limited government supporSouth Africa, smallholder
farmers have continued to produce for markets. rélie a need for policies and
agricultural investments that would integrate shwtler farmers into lucrative

market chains and to promote long-term development.
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2.5 Agricultural policy in South Africa

The Ministry of Agriculture and Land Affairs (MALA1998) states that, in the past,
South African agricultural policies were develogedsuit white commercial farmers
who were given access to substantial support ssvicFor instance, in the early
1900’s over 80 Acts of Parliament were passed gidssistance to the large-scale
farming sector, particularly in marketing, leaviamallholder farmers marginalised
(MALA, 1998). From the 1980s there was erosiordirect government support to
agriculture, which continued in the 1990s with @p¢s to remove barriers that
inhibited smallholder farmers from entering larg®ale agriculture (Terreblanche,
1998). To incorporate smallholder farmers, thewes valso the creation of a less
dependent and more market driven agricultural sebt@ugh policy reforms in the
1990’s (Kirstenet al, 1998 and MALA, 1998). The subsections that follassess
current agricultural policy reforms in South Afriead their relevance to integration

of smallholder agriculture into mainstream agriaret

2.5.1 Land reform

Land reform is one agricultural policy reform ofgp@partheid South Africa aimed at
ensuring the transfer of 30% of all agriculturahda over a period of 15 years, to
black people (MALA, 1998). Land reform encompastese distinct components,
namely; land restitution, tenure reform and theisteitbution programme (MALA,

2001). MALA (2001) states that the redistributiggmogramme has different

components or 'subprogrammes': -

« Agricultural Development - to make land availabdepeople for agricultural
purposes,

« Settlement - to provide people with land for setéat purposes and

« Non-agricultural enterprises - to provide peopléhvand for non-agricultural

enterprises, for example eco-tourism projects.

Prior to 2000, land redistribution included goveemngrant-assisted land purchases,
private purchases, such as mortgage loans and tcaskfers, and non-market
transfers such as bequests and donations (Lyne r&erf-€2006). In 1995, the
government launched the Settlement Land AcquisiBaant (SLAG) programme that
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attempted to improve access to land for produgbiwgoses to the beneficiaries of
land restitution and land redistribution programr(M#&LA, 1998). Each beneficiary
was given R16 000 to buy a commercial farm (MALAQ02). These beneficiaries
were extremely poor and could not afford producfarenland (Lyne & Ferrer, 2006).
As a result, people had to pool grants (up to 56@skholds formed one group) in
order to purchase farms (Lyne & Ferrer, 2006).nmspurchased by these households
were too small to support the beneficiaries in ¢giheup (Lyne & Darroch, 2003).
Some beneficiaries purchased ‘cheap’ farms fordesgial and grazing purposes
rather than for farming, resulting in a decreaserofllholder agricultural activities
(Lyne & Ferrer, 2006 & van Zyt al, 2006).

In 2000, the government introduced the Land Rebigion for Agricultural
Development Programme (LRAD), to provide grantdémeficiaries to access land
specifically for agricultural purposes (van &tlal, 2006). Beneficiaries could access
grants between R20 000 and R100 000, dependingpen gersonal contribution of
labour or cash to purchase land, infrastructureicalgural inputs and/ or make
improvements to farms (MALA, 2001). For instanbeneficiaries were required to
provide a contribution of at least R5 000 for aib@sant of R20 000 (Lyne & Ferrer,
2006). The grant and beneficiary contributionatcualated per individual. If people
choose to apply as a group, the required contohuéind the total grant are both
scaled up by the number of individuals represeimtatie group (MALA, 2001). The
net annual rate of redistributed farmland increasetl.06% in 2002 but fell in 2003
because smallholder farmers could not afford rigmges of farmland (Lyne &
Ferrer, 2006). Inability to purchase productivedan order to obtain larger yields
decreased smallholder marketing activities becdasmers could only produce
enough for their own consumption (van £ylal, 2006). According to Makhuret al
(2001), an increased area of arable land motiviai@sers to participate in markets
because it allows for increased production thatiltesnto larger yields, providing

sufficient for consumption and selling (Makhwtal, 2001).

2.5.2 Comprehensive farmer support services

A major criticism of the LRAD programme is that thevernment paid little attention
to the provision of farmer support services to liiersies of the programme (van Zyl

et al, 2006). Global experience shows that it is ingffe to embark on land reform
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programmes without ensuring access to farmer stiggovices (Rukuni & Eicher,
1994). In South Africa, evidence shows that someekiciaries of land reform were
left to deal with the problems encountered theegafithout institutional support (van
Zyl et al 2006). These problems include a lack of farmewpsrt services and
ongoing support (van Zydt al, 2006). There were no arrangements made to suppor
smallholder farmers with services, such as extens@vices and access to credit to

purchase inputs and working implements (Machet@4p

Machethe (2004) indicates that smallholder agniralt growth cannot be achieved
without access to farmer support services. Suchdasupport services are presented
in table 2.2. International experience has shdven, with adequate access to farmer
support services, smallholder farmers can sigmtlga increase agricultural
productivity and production (Yoshino & Nakahigosk@00). For instance, farmers in
Zimbabwe doubled maize and cotton production in #980’s when extension,
finance and marketing services were provided (Rukurkicher, 1994). In these
examples of successful efforts to raise smallholagricultural productivity and
market participation, a variety of farmer suppatveces were provided (Peacock &
Jowett, 2006).

Table 2.2 Farmer support services relevant for sm#iolder market participation
(Machethe, 2004; Yoshino & Nakahigoshi, 2000; Kirgn et al, 1998 & Rukuni & Eicher, 1994)

Farmer support services In 2004, the Comprehensive Agricultural

¢ Roads,

o Support Programme was introduced in
. Credit institutions,

«  Suppliers, South Africa to address the problem of a

+  Subsidies, lack of access to farmer support services
. Farmer associations or organisations,

(van Zyl et al, 2006). This programme
¢ Middlemen or brokers, .
. . , appears to have incorporated some of the
. Market information services,

+  Extension services and lessons from smallholder agriculture

research. from agricultural development

experience of the 1960’s (van Zgt al, 2006). This observation is based on the
programme’s attempts to provide a wide range ofiees simultaneously rather than
emphasising only one element of a progressive siratture (van Zyet al 2006).
Senyolo et al (2006) argues that the approach of this progranm@eds to be
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broadened to include smallholder agriculture infrener homelands, where farmers

require comprehensive farmer support services coiisely.

For many smallholder farmers and resource-poor degspthe most common farmer
support service that represents the main souraéefaimation on relevant improved
technology and market access, is the public extanservice (MALA, 1998).
Extension service provides access to other oppitiganfor agricultural progress
through links to training, research, sources ofutngpupplies and possible markets
(Machethe, 2004 & Kirstemt al, 1993). For instance, in the southern regionhef t
Philippines and Cambodia, provision of traininglated to crop production and
marketing through capacity building workshops, regteened farmers’ ability to

market their crops in formal markets (Lajga@al, 2003).

Evidence from sub-Saharan African countries, siciyganda and Namibia, shows
that farmers who receive extension service appediaPeacock & Jowett, 2006).
However, the problem is that the coverage is low arased towards better-off
farmers (Peacock & Jowett, 2006). In South Afaca Africa as a whole, the quality
of the extension service in rural areas is nots&attory and the demand exceeds
supply (van Zyl, 1998 & Kirstent al 1993).

2.5.3 Financial support for smallholder farmers

Lack of capital is a feature of poverty and the mpgenerally lack both savings and
borrowing opportunities (Peacock & Jowett, 2008Yhile micro-finance institutions
have taken financial services to many people whawipusly did not have access to
financial services, micro-finance institutions hdaded to reach poorer rural areas
and smallholder agricultural producers whose Ihabds are characterised by
seasonal investments, risks and returns (Dorvedrdl, 1998 & Morduch, 1999).
Government provision of seasonal agricultural drédid significant impact on the
successful green revolution in Asia and Africa, bigih costs, poor recovery records
and the failure to provide savings services letist@abandonment (Peacock & Jowett,
2006).
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In South Africa, a number of financial support pergmes regarding farming,
developed during the apartheid era, assisted coomhéarmers only (Kirsteret al,
1998). The post- apartheid government took a nunafemeasures in 1994 to
restructure rural financial markets, land credid asther credit options (through
banks) with the objective of building, from bottam, a system of financial services
that provided much broader access for all farm®iaLA, 1998). Access to
agricultural finance (credit) is also an importatement in the empowerment process
of smallholder farmers after the apartheid era gtem, 1998). However, most

smallholder farmers still remain without accessridit (Aliberet al, 2006).

Due to the requirements put forward by formal pdevs of credit, such as the Land
Bank, Commercial Banks and co-operatives, smaldrdlarmers cannot obtain credit
(Kirsten et al, 1998). Access to financial support is often margortant for
smallholder farmers, as the majority of them do mate formal employment, and
therefore, may not have sufficient income to firatieeir projects (Mthembu, 2005).
Since the majority of smallholder farmers do notehtormal employment and live in
communal areas, farmers do not have collateraldbald be used when borrowing
money from financial institutions such as banksf{&€g 1998). Smallholder farmers
require access to some form of external capitapiochase agricultural inputs,
working implements, and to pay for labour in ortteproduce enough crops and sell
to markets (Peacock & Jowett, 2006).

The risks associated with borrowing credit for egitural inputs in rain-fed African
production conditions and the high value of sealsprauction inputs relative to the
total asset base of households, means that aeaessdit may need to be backed by
crop and livestock insurance (Peacock & Jowett6200n some areas, an emphasis
on rural finance, rather than exclusively agricdtdinance, is justified. For instance,
in rural Ethiopia credit schemes were operated thyaacing loans to groups of
women farmers to undertake various commercial @ietsy such as breeding goats
(Peacock & Jowett, 2006). These women chose diffemethods of engaging in
income generating activities, some dividing all ialde funds between all members
of the group so that each member could managewrefunds, while others provided

larger loans with 10% interest to a few membersa &ime in rotation (Peacock &
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Jowett, 2006). This strategy assisted these wamegenerate more funds to fund

their projects.

In South Africa, the most popular way of acquiricrgdit is through micro-lenders
and formal financial institutions (Coetzee, 2008)igh transaction costs and lack of
surety from smallholder farmers cause formal fimandnstitutions, such as
commercial banks, to be unwilling to extend servit®esmallholder farmers (van 2yl
et al, 2006). The property right deficiencies in commluiarming are another barrier
in financing agriculture in smallholder farmers ($tenet al, 1998). For example,
there is no market for land in communally owned$af KwaZulu-Natal (Wynne &
Lyne, 2003). Smallholder farmers in South Africeck access to credit, which
reduces their ability to invest in agriculture amdnsaction costs, associated with

accessing credit, are substantial (Wynne & Lyn©320

2.5.4 Agricultural trade

In many developing countries, production and tradagricultural products play a
crucial role in economic growth and developmentrgt@net al, 1998). However,
developing countries often face a number of comg@athat limit smallholder
agricultural trade (NEPAD, 2002 & Kirstest al, 1998). These include, among other
constraints, costs for storage, packaging, gradirapsportation, marketing and
burdensome bureaucracy, such as delays in obtdinerges (Amani, 2005).

Most countries in the world have implemented aeseof economic reform measures
since the mid 1980's (NEPAD, 2002). In South Adricextensive reforms in
agricultural marketing were undertaken in the edr®90s aimed at encouraging
participation of the agricultural sector in prodanot marketing, processing and
trading of agricultural commodities (Kirsteat al, 1998). The most important trade
relationships, such as the Southern African Devakt Community and South
Africa-Zimbabwe Bilateral Agreement, were estal#ighin the Southern African
region to develop a free-trade protocol that alldvieemers to sell their produce to
other countries within the region (NEPAD, 2002).hese reforms also allowed

farmers in South Africa to engage in agriculturedde locally, nationally and
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internationally (NAMC, 1999). However, in smallder agriculture, trade potential
was severely limited because of challenges thamdes faced, such as low yields,
lack of access to productive land, lack of irrigatinfrastructure and lack of finance
(Kirstenet al, 1998).

Amani (2005) states that in most African countriesen when all trade barriers are
addressed and markets are available, several $actmtinue to limit smallholder
engagement in trade. First, there is the issugoof quality products produced by
smallholder farmers, caused by low levels of tetdn (production and irrigation)
and lack of quality control (NEPAD, 2002). Anotlarallenge in agricultural trade is
that smallholder farmers are not used to tradirgddrds (e.g. fertilisers used on
crops, packaging and labelling) as most sell irallonarkets (Kariuki, 2005 & van
Rooyenet al, 1987). Production and supply capacity is alsestained by limited
guantities that are too low for demanding commérmiarkets (NAMC, 1999). Even
when smallholder farmers have good produce theyeiomas do not meet the trading
standards (Nieyemer & Lombard, 2003). It is impottfor smallholder farmers to
meet trading standards because there is stiff chtigpeamong farmers and buyers
do not compromise on quality (Adams, 2004). Acdessoads is important when
farmers are engaged in trading because farmerstogeghsport products from farms
to market depots or to consumers (Matungul, 2003ppropriate facilities for
storage, washing, processing and packaging aréatmagricultural trade in order to

retain quality and add value to products (Nieyeaé&ombard, 2003).

Agricultural policy in South Africa has changed rsigcantly since 1994 to
incorporate smallholder farmers. However, smatleoffarmers are still faced with a
number of barriers to market participation. Thebanges have had significant
positive and negative effects on the agricultuedtar, particularly in smallholder
agriculture. For example, smallholder farmers reagage in agricultural trade but
are unable to meet trading standards because thely &ccess to irrigation
infrastructure, finance to hire labour and workimgplements in order to produce and
supply competitive products. The following sectimutlines the reform of
agricultural marketing systems aimed at addredsargers that exist for smallholder
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farmers, to enable them to enter large-scale dgrreuin terms of marketing

agricultural products in South Africa.

2.6 Reform of the agricultural marketing system inSouth Africa

In the past, South African agricultural produceadéd within a highly protected
environment, supported by intervention measuretswiee subsequently argued to be
harmful both in terms of efficiency and equity (MAL1998). This resulted in severe
distortions in the economy, such as reduced ineesitipoor performance and reduced
competitiveness (Kirsteret al 1998). With the introduction of a liberalised
international trading system and coupled with ddioewarket deregulation efforts,
producers, including smallholder farmers, wereaasingly exposed to market forces,
such as stiff competition from resourced farmeen(Zyl et al, 2006). Liberalisation
of agricultural markets meant that smallholder farsncould also market products in
formal, local and international markets and compeiéh well-established and
experienced farmers (NAMC, 1999). Liberalised neéskrequired smallholder
farmers to have knowledge and skills of marketing anarket realities (Makhura,
2001).

The post-apartheid government intervened in thacalgural sector by passing
legislation (e.g. the Marketing Agricultural Prodsiédct of 1996) to save a number of
industries from harsh and competitive global makdbr example; wine, sugar,
tobacco, maize, livestock and dairy (Terreblanct®98). Farmers had to market
through a cooperative network that became wellbéisteed (MALA, 1998). Credit
was ultimately made available through cooperatitesencourage smallholder
agriculture participation (Vink, 1998). In this weover- and under-supply problems
were overcome with a government-funded infrastmgctthat provided market
information, credit, research data and appropreatension (MALA, 1998). By
contrast, most smallholder farmers in the homelaedsived weak support services,
supplied at a high fiscal cost with narrow coverg@lglakhura, 2001). Smallholder
farmers find it difficult to participate in marketgth inadequate market information,
inappropriate trained extension officers, and leditaccess to productive land and
finance (Machethe, 2004; Shepherd, 1997 & van Roeyal 1987).
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Agricultural policy reform, initiated by the Souffrican government after 1994, led
to the transformation of agricultural markets, frarhighly regulated to an essentially
free marketing dispensation (MALA, 1998). Deregola of agricultural markets was
intended to align the agricultural marketing enmireent to government’s broad
economic policies, which favour free markets andcoemage an economic
environment that promotes the development of smlér agriculture alongside
large-scale conventional agriculture (MALA, 1998)Yhe National Department of
Agriculture (2005, pg 5) states that “the new drsgagion aims to meet the objectives
of increasing market access for all market pardicip, marketing efficiency,
optimisation of export earnings and enhancementiatfility of agricultural sector

and related agricultural marketing value chains”.

Since the deregulation of markets, there has besgraficant positive response to
deregulation by farmers, traders, processors aim@roservice providers along
agricultural marketing chains for most commodi(B&\AMC, 1999). Deregulation of
markets has, therefore, created many opporturetines resulted in increases in the
number of new entrepreneurs participating in défer sectors of agricultural
marketing value chains, ranging from productiomgcessing, trade and provision of
supplementary marketing services (NDA, 2005). Tamrm of the agricultural
marketing system went one step further than dea¢igul of markets by the adoption
of the new Marketing Agricultural Products Act if96 (No. 46) (MALA, 1998).

2.6.1 The Marketing of Agricultural Products Act of 1996

The passing of the Marketing of Agricultural ProtduAct (No. 47 of 1996) changed
domestic marketing of agricultural products (MALA998). The Marketing
Agricultural Products Act of 1996 represents a rcldaparture from the previous
Marketing Act of 1968 (NAMC, 1999). The 1996 Matikg Agricultural Products
Act’s starting point was that there should be rioipg intervention by government in
agricultural marketing and support for smallholdearket participation (MALA,
1998). Kirsteret al (1998) explains that there are three ways in wihehnew Act
attempts to protect the interests of all interegpexlips of farmers, as opposed to the

interests of only a few farmers: -
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» Clear description of the objectives of the act,

» Stipulation of the establishment, composition andctions of the National
Agricultural Marketing Council (NAMC) and

» Establishment of certain procedures that the stdteuld follow when
interfering (except pricing) with marketing of agritural products.

The objectives of the Act included increasing marlkeecess for all market
participants; promotion of efficient marketing; mpisation of export earnings and
enhancing the viability of the agricultural secidtirsten et al, 1998). The Act

removed statutory regulations and services forcafjtiral marketing but failed to set
up an alternative delivery system to meet the mealds of smallholder farmers (Vink,
1998). When the problem of market access was sadlipy NAMC (1999), it was
indicated that a lack of market accésshe result of a long list of difficulties facdxy

smallholder farmers, ranging from producing produof high quality acceptable to
markets, a lack of farmer services, to access tietiag infrastructure and information.
The current South African government structure datis that Municipalities are
responsible for delivering enabling services foriagtural development, among other
responsibilities. The following section outlineBet functions of municipalities in

supporting smallholder farmers.

2.7  The functions of municipalities in supporting sallholder farmers

Since 1994, the government has established threddsl®f operation, at national,
provincial and local (municipalities) level. Thewgrnment describes programmes
and projects in the form of national developmeranp| called Key Performances
Areas (KPAs) (NEPAD, 2002). KPAs are undertakenanous parts of the country
and define the time frame for each programme ojeptdNEPAD, 2002). National
government also provides funds, identifies the sote be played by various
ministries, departments, local authorities and gigvsector, and makes policies to
direct development processes (Peacock & Jowett6)20@\t provincial level, the
ministries, departments and other state organsapgegpector programmes, projects
and budgets as inputs for national developmentspldEPAD, 2002). Municipalities
are responsible for delivery of such programmesyrdination and maintaining links

with provincial and national departments to makee ghat people are provided with
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the services they need and want (Todes, 2005)s Jdttion outlines municipalities’
functions in addressing relevant issues in agucaltmarket participation. NEPAD
(2002) and Peacock & Jowett (2006) also describefdaowing points as relevant
issues in enabling or necessary conditions foicaljural growth: -

» Good infrastructure,

» Good communications,

* Market linkages,

» Access to finance,

» Access to water and productive land,

» Access to cost-effective technology,

» Skills development.

Several studies (Makhura & Wasike, 2003; YoshindN&kahigashi, 2000; DBSA,
1998 & Wanmali, 1992) have shown that good infragtiral services are necessary
for agriculture and rural development. Infrastowat development can stimulate
agricultural and rural development, while agrictddudevelopment can also stimulate
improved infrastructural development (Chaminuél al, 2006). Improved and
accessible infrastructure reduces transaction dostsnarket participants and can
improve overall development outcomes and econonoimpetitiveness (DBSA,
1998).

In South Africa, municipalities have introducedamge of programmes and policies
to stimulate local economies (Senyab al, 2006). However, these programmes,
including Community Based Public Works Programnhe, €onsolidated Municipal
Infrastructure Programme and the Poverty Relief lafrdstructure Investment Fund,
have had a limited impact on many rural people (&v& Zulu, 2001).

The role of municipalities in South Africa is totégrate planning through a
framework called the Integrated Development PlaDPjl (Todes, 2005). IDPs
outline future plans to address local economic kgreent (Todes, 2005). The
Association for Rural Advancement (AFRA) (2006) gests that public participation
must feed the IDP with information from start tanctusion for communities to truly
support the final plan and so that programmesaiteiti are what the public needs or
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wants. Smallholder farmers need to be empoweredelgvant stakeholders in
development, not only to demand that farmer supgpentices are delivered to them,
but also to hold service providers and municipaditiaccountable for how these
services are delivered (Everatt & Zulu, 2001). Ewrample, smallholder farmers in
Konso in southern Ethiopia live in a challengingviemnment of low rainfall and
recurrent droughts (Peacock & Jowett, 2006). Kaosreallholder farmers, together
with the Konso Development Association and Farmieafs support, developed an
innovative approach for the use of natural resarty drawing a map of their
agricultural, residential and community lands adentifying current use and major
problems (Peacock & Jowett, 2006). In this wayrded needs of the community are
identified and met with its own labour. The netg¢pswould be to integrate these
plans into district plans that are resourced fregianal government budgets (AFRA,
2006).

Oettle et al (1997) note that the institutional capacity needédnunicipal level to
create the necessary conditions for agriculturaivtin among smallholder farmers is
lacking. In some cases, agricultural policy refsrmelevant for smallholder
agriculture are mismatched with municipal prograranand there is a lack of
adequate communication between national, provirasal local governments (Oettle
et al, 1997). AFRA (2006) and Oettlt al (1997) identify supportive programmes
that smallholder farmers need and which shouldrbeiged by municipalities: -

» A secure framework for land reform,

» Cost-effective linkages to credit, information stes, service providers and

markets,

* Infrastructural development,

* Advocacy to improve the policy environment,

» Inter-smallholder support such as sharing of lapaarking implements and

links to other smallholder farmer groups or orgaticns

Institutional links between smallholder farmers awtvice providers, such as for
credit or land reform, are weak (Kirsten al, 1998 and van Zyét al, 2006). In
addition, institutional links to smallholder farnseare fragmented between different

levels of government, with different competencies planning, budgeting and
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implementation resulting in a breakdown betweencpes and municipal functions to
address development issues (AFRA, 2006). Some aipatities are financially

under-resourced to Iimplement planned local econordevelopment based
programmes (Peacock & Jowett, 2006). Where snidi#indarmers are trying to
access government support in programmes such dsré&arm, few smallholder

farmers possess information, linkages or capacitiesbtain assistance from the
departments involved (AFRA, 2006).

Smallholder farmers need institutional support &mel relevant enabling conditions
because agriculture has a key role in initiatingalreconomic growth (Machethe,
2004). Institutional support and enabling conaisiavould assist many farmers who
are engaged in agricultural marketing even wheg taee many challenges (Hazell,
2005).

2.8  Channels used by smallholder farmers for markétg their products

Most smallholder farmers sell products in marketthiw their surrounding areas
using different ways of marketing (Gawgial, 2004). For example, figure 2.1 shows
how smallholder poultry farmers in Malawi sold pueots using different marketing
channels (Gaut al, 2004). In the Hai district of Tanzania, smalther farmers sold
products directly to consumers, small traders, eoafpves and retailers regardless of
a number of constraints they faced in market ppeton (Mdoe & Nyange, 1995).
In South Africa, some smallholder farmers, sucthase in Impendle and Swayimana
districts of KwaZulu-Natal, produce for consumptiand markets using informal
marketing channels, such as neighbours, local sangsnonthly markets at pension
pay-outs (Matunguét al, 2001). This evidence shows that some marketiagmels
that can be used by smallholder farmers exist. s@tae discussed in detail in the

next section, together with constraints faced lbsn&s when using these channels.
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Producers
Traders
55.6% 4.1%
14.8%
Nl.‘igllb'l}lﬂ‘s #» Consuiners - Restanrants
Figure 2.1 Marketing channels used by smallholderarmers in Malawi (Gausi et al, 2004).

2.8.1 Farm-gate marketing

Farm-gate marketing involves selling at the pla¢tens the product is produced, for
example selling vegetables from a garden or boifesm a broiler unit (Adams,
2004). The advantages of farm-gate marketing fzait there are no transport costs
and the products are sold by the farmer, reduaiaigsaiction costs, although prices
may be low (Adams, 2004 & Makhura, 2001). Probldaxsed by farmers using
farm-gate techniques are that the farmers havedepa the local price for produce
even when they are not making a profit (Senyetoal, 2006). For example,
smallholder organic farmers who do not have actesstablished markets use farm-
gate marketing and sell produce at local price$,emgpoying the premium prices of
marketing organically (Niemeyer & Lombard, 2003).

The farmers are constrained by geographical locata physical infrastructure, such
as roads that prevent selling (Machethe, 2004 & MMek, 2001). Potential buyers
from other places might not be able to reach fasmerurthermore, costs of
transporting products to distant markets would ease once the local market’s
demand is satisfied and farmers seek other mafketheer away (Gauset al, 2004 &
Matungul et al, 2001). For instance, smallholder milk producer$?embe, in the
Wete district of Zanzibar, had an adequate supplgitk all year round but small
milk traders and dairies from the Southern regionntl it difficult to reach Pembe
because of poor infrastructure and the transactimsts increased when farmers
transported the milk to the Southern region (Mslaamg & Suleiman, 1995).
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2.8.2 Marketing products directly to consumers

Adams (2004) explains marketing products direatly}consumers as a channel that
provides a development on marketing from the faretabise the farmers take
products to the consumer. At its most simple lefe@mers selling their own produce,
(progressing through to individual stallholderdiaglon behalf of local farmers) may
operate a farm stall. Generally, the type of pobdbat would be marketed at a farm
stall is perishable, such as fruit and vegetabfetains, 2004). The problem with
marketing directly to consumers arises when farrselisprocessed products such as
pickles, jams and cooked maize as they lack thessecy facilities for processing,
packaging and storage to add value to their pred(Memeyer & Lombard, 2003).
International evidence shows that smallholder fasmencounter problems when
processing products, as the farmers typically usmeh equipment that is time
consuming while they could be engaging in othemfag activities (Mhazcet al,
2001).

In countries like Zimbabwe, the supply of procelspeoducts was unpredictable and
seasonal because farmers sold only when fresh giodiere available (Mhazet al,
2001). Production constraints and lack of appedprtechnology for processing in
Zimbabwe was related to scant knowledge farmerse hak their customers’

preferences regarding product range, taste andhgank (Mhazcet al, 2003).

Transport to markets of produce may pose diffiesltio smallholder farmers who do
not have transport, increasing transaction costhyulet al, 2001). The quality of
produce is sometimes not competitive due to ingppate storage, packaging,

handling and transportation (Matungul, 2002).

2.8.3 Marketing through a marketing agent or middlenan

Some smallholder farmers access markets througtketiag agents, commonly
known as middlemen, on commission to sell theidpuads, in order to obtain higher
premiums (Adams, 2004). Middlemen have maintaiaexironghold on the market
scene because they are able to provide farmersresthurces essential to their work,
such as quick credit, little bureauracy and quielyment for their goods and good

organisational skills (Kisamba-Mugerwa, 2005). Thiedlemen remain essential for
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products that require time, storage, space andygmaputs; for instance, for products
that must be dried, stored, transported, proceasedpackaged before distribution
(Adams, 2004). In many cases these products ddeaswml bought several times,
adding value at each step, before reaching theuoosis (Adams, 2004). The
technology and finance to perform these functioms wsually beyond the reach of
low-income farmers and are left to middlemen wheehthe resources (Kisamba-
Mugerwa, 2005).

In South Africa, some smallholder farmers supplyiogarious retail outlets, such as
the SPAR group, use middlemen (Adams, 2004). Swldkr farmers producing
bananas and mangoes in some areas of Limpopo Beouse marketing agents as a
way of selling products (Makhura, 2001). From 20802003 in KwaZulu-Natal, a
group of smallholder farmers, the Ezemvelo Farmeganisation (EFO), collectively
sold organically grown products to a supermarketirghWoolworths, through a
middleman who supplied the products to a packhghisiekweni, 2002). EFO has
since changed this approach by selling directlq @ifferent packhouse who in turn

supply Woolworths.

In developing countries, smallholder farmers hawe levels of education, have many
inabilities to identify and develop reliable maiketnetworks and calculate premium
prices for products when using marketing agentsrisiat al, 2001). For example, a
combination of farmers’ lack of knowledge of actualarket prices and poor
marketing skills increased costs when smallholdemérs wanted to access formal
markets in Asia, as the middlemen exploited thené&as by charging more than was
necessary and by giving them low incentives (PsywdRaldihough & Jones, 1995).
Wynne & Lyne (2003) stated that there are manyscostolved in the search for
middlemen, screening of trading partners, barggimind decision-making and costs
of transferring products, such as transportationcgssing, packaging and securing
title. Transaction costs are even higher when $aame isolated from markets and
information sources due to inadequate infrastrec{iiakhura, 2001). Sometimes
transaction costs are higher than the gains madeniaylholder farmers (Matunget

al, 2001).
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2.8.4 Direct or contract marketing

In direct or contract marketing, farmers sell dikgto retailers and contracts are often
concluded between the two parties (Adams, 2004he fetailers are often fairly

flexible in their volume and supply demands, touraggood publicity as supporters of
smallholder farmers, but they do not compromisdityughdams, 2004). Some black

empowerment companies, such as ZAKHE in KwaZuluaNabave managed to

secure large government contracts with the DepattmieCorrectional Services who

prefer buying contractually from the smallholdectse for political reasons (Adams,

2004). In Limpopo Province a group of smallhold@mers also collectively sells

vegetables to Thohoyandou Spar using direct magkéklakhura, 2001).

Advantages of engaging in direct or contract mamkedre that the marketing margins
can be reduced, the producer can obtain a highes for products and sales volume
is guaranteed (Adams, 2004). The disadvantageshatethe farmer must ensure
sufficient produce of acceptable quality to supiblg customer or retailer at all times
and that the quality of the produce meets retaii@ndards (Adams, 2004). When the
farmer cannot meet the needs of the retailer,ahadr will have to buy in produce to
make up the quantity required, thereby losing soprefit (Adams, 2004).
Smallholder farmers in Limpopo, selling to Thohogan Spar, experience transport
problems and minimal processing activities (sortiwgshing and bundling), which
would add value to their produce, due to inadequafmstructure, such as a
packhouse (Makhura, 2001).

It is evident that smallholder farmers are facedhwa number of constraints in
marketing. Problems in marketing range from padrastructure, lack of relevant
marketing information and skills and high input tso® limited processing capacity.
The majority of smallholder farmers live in areashwoor roads that make transport

services unavailable and costly (Matungul, 2002).

2.9 Summary

Smallholder farmers face challenges in particigptor entering formal markets
despite existing agricultural reforms. The challes that farmers face include high

transaction costs, lack of marketing informatioackl of training in agricultural
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marketing, little access to the necessary resougsesgraphical location barriers and
poor infrastructure, regardless of the marketingneciels they use. Most literature
asserts that smallholder farmers might not padieign markets when the value of
participation is outweighed by a number of constsaand barriers. Participation of
smallholder farmers in markets makes a substaotatribution to rural income
growth and creates income diversification. Evigefrom other parts of the world
shows that smallholder farmers with access to farsupport services are able to
progress to commercial agriculture and overcomeidsar To help distribute the
benefits of agricultural growth more widely, thésea need for good implementation
of policies and agricultural investments that woalldw smallholder farmers to enter
formal markets and promote long-term developmé#drket participation is essential
to drive much needed agricultural reform and toticbate to income growth in rural
areas. However, opportunities to make such a itoniton are still too limited among
smallholder farmers due to current and historicadribrs, yet agriculture has the

potential to improve rural incomes.
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Chapter 3

Characteristics of farmers in the participating groups

Three farmer groups were selected from CentocowurMiulu and Muden in
KwaZulu-Natal to participate in this study. Thee farmer groups were involved in
conventional and organic production. One group Mbulu) is fully certified in
organic production, while Muden and Centocow grouwgse considering organic
production. Farmers from Mbumbulu have accessftoraal organic market but also
sell to local informal markets. Farmers from Ceontw and Muden use informal
markets. The three farmer groups are located fierdnt local Municipalities but
these Municipalities share common features. Tloalldunicipalities are mostly
traditional authority areas (rural areas), charésd by low levels of education,
formal employment and predominated by subsistegcewture (Isibuko se-Afrika,
2006; Isikhungusethu, 2005 & Udidi, 2005).

3.1  Centocow (Izwi Lamadoda)

Centocow falls under the Ingwe Local MunicipalitAnfakhuze Traditional

Authority) (figure 3.1). Centocow is cold in wimtand hot in summer. The annual
rainfall is on average 879mm. The participatingugr is called Izwi Lamadoda
(figure 3.2) and is comprised of 15 men. Izwi Laoda’'s membership includes
leaders from the Emakhuzeni Traditional Authoriypmenunity. Izwi Lamadoda was
initiated by a non-governmental organisation callée Valley Trust in 2003. The
group received some training in organic crop préidacand compost making. The
Valley Trust’s idea of initiating Izwi Lamadoda wtmsat if community leaders take on
farming activities it would be easier to influenibe rest of the community to do the
same. Izwi Lamadoda farms homestead gardens ager [farmland further from

their homes. Market participation during the ceuos the research included selling
vegetables at monthly pension payouts and to neigisb Although Izwi Lamadoda

is a group, each farmer sells as an individual aftading the harvest among them.
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Produced by The University of KwaZulu-Natal Cartographic Unit. 29 June 2007
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Figure 3.2  Some members from Izwi Lamadoda holdingeed.

Ingwe Local Municipality’s IDP for 2005-06 indicateéhat Ingwe is made up of rural
tribal areas. In 2005, about 29.3% of the peopléngwe Local Municipality were

unskilled labourers. Figure 3.3 shows that appnaxely 37% are engaged in
agriculture, informal trade and social services.nlyO5.7% of the people had
professional jobs in 2005. Approximately 38.6%atif households had no income
and 24.8% earned below R10 000 per annum. Lowldeseeducation in Ingwe

Local Municipality impacted negatively on informati flows, local entrepreneurial

development and limited local employment.

The Ezemvelo Farmers Organisation (EFO) is situstddbumbulu (Embo-Thumini
tribal authority) under the Mkhambathini Local Maimiality (figure 3.1). Mbumbulu
is situated along the coast, is humid and modeénaténter but hot in summer. EFO
was founded in 2001. In 2002 the KwaZulu-Natal &épent of Economic
Development and Tourism, in partnership with theiversity of KwaZulu-Natal,
Woolworths (Pty) Ltd and the Provincial Departmenf Agriculture and
Environmental Affairs, supported EFO as an orgailimt project (Ndokweni, 2002).
This project aimed to alert smallholder farmershi® importance of indigenous crops
and to help farmers realise the economic valueheir tindigenous knowledge and

practices and to expand the practices of certoig@dnic farming (Ndokweni, 2002).
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Figure 3.3 An illustration of the level of employmet and income within Ingwe
Municipality households in 2005.3.2 Mbumbulu (Ezemelo Farmers
Organisation)

In 2003, EFO was certified by Ecocert/Afrisco areydn selling organic produce to
Woolworths through a middleman with a certified amgz packhouse (Assegai
Organics) in Durban (figure 3.1). In March 2006;CE stopped supplying Assegai
Organics and started supplyimgmadumbeto Farmwise Distributors (Pty) Ltd in
Amanzimtoti. Farmwise Distributors employed onenfar from EFO to gain

packhouse experience and write progress reportEFQ@. During the course if this
study in 2006, EFO had approximately 200 membdfsrmers were made up of
approximately 80% female farmers and 20% male fespiacluding young people.
Due to the involvement of the above mentioned pasthEFO’s youth have had
training that improved organic crop production Iskih the form of workshops and
internal monitoring for organic group certificatiamd record keeping. This training
enhanced EFO’s knowledge of organic production thiedspecific requirements for

organic producers, such as regular record keeping.

Mkhambathini Local Municipality is made up of urbaneas and five rural tribal
areas. Figure 3.4 indicates that, in 2006, ab@@b df the people were skilled and
had professional jobs (Isibuko se-Africa, 2006)eTest of the population is either
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semi-skilled or unskilled and is mostly rural, with2% operating commercial
agricultural activities. Mkhambathini Municipalityas a high rate of people with no

formal schooling (Isibuko se-Africa, 2006).

17%

mskilled & professional
6.20% labour

m semi-skilled labour

O people with no formal
schooling & unemployed

7%

Figure 3.4 An illustration of the 2006 level of edcation and employment in

Mkhambathini Municipality.

The impact of low education levels and unemploymenteflected in the income
profile of households earning below R6000 per annurmvkhambathini Local
Municipality’s IDP of 2006-7 shows that the majgriof households in rural areas

earn less that R3000 per annum and are regardethgsbelow the poverty line.

3.3 Muden (KwaNxamalala farmer group)

Muden is situated in Bomvu Traditional Authorityigfire 3.1) under the Msinga
Local Municipality. Muden is hot (mean T 24, 7) sammer and cold and dry in
winter (mean T 18,1). The annual rainfall is 674mithe participating group of 109
farmers had approximately 90% female members. Mudesituated in a rural
community called KwaNxamalala at the lower endh&f Mooi River. The group is
called KwaNxamalala (figure 3.5). Muden farmingas are along the Mooi River
banks and are divided into fifteen blocks. KwaNxaata farmers utilise farming
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areas in block 14 and 15, which are at the lower @nthe river. Block 14 and 15
farmers were chosen for this study because thewesth@n interest in organic crop
production and marketing. When the study was cotediy KwaNxamalala farmers
had no access to a formal market but were selirgpmmunity members in Muden.

Msinga Municipality is made up of six traditionauthority areas making it
approximately 100% rural. Muden is dominated bgreg Zulu cultural beliefs and

customs that encourage farming

Figure 3.5  Members of KwaNxamalala farmers from Mucen, 2005.

In 2005, approximately 68% of the population in Mg had low levels of education
and the majority of these are females (Udidi, 20050nly a third of the

Municipality’s population is economically activeesulting in high unemployment
(73%) and high engagement in subsistence farmirty ather informal activities

(Udidi, 2005).
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Chapter 4
Study Methodology

The study investigated barriers to market partiogpain smallholder farmers in three
communal areas in KwaZulu-Natal. The study useahdgulation to check and
establish the validity of the results (Guion, 200Z)iangulation included comparison
of the analysis of agricultural policy reforms, dgtated Development Plans (IDPs)
analysis and focus group discussions where fargrécudtural policy perceptions and

market participation experiences and barriers wstablished (figure 4.1).

Agricultunablicy reforms

Focus group discussions IDP analysis

Figure 4.1 A triangulation used to compare barriersto market participation
among three farmer groups of rural areas in KwaZuluNatal, farmer
agricultural policy perceptions and the role of IDFs in providing a conducive
marketing environment.

An interview guide was designed based on agricilltpolicy reforms, which were
drawn from literature. This guide was used todidiscussions among farmers with
the purpose of collecting in-depth information abagroups’ perceptions of
agricultural policy reforms and marketing experesngappendix A). The interview
guide consisted of relevant topics that allowednfzns to discuss marketing barriers
and perceptions on the South African agricultucdiqy.

The integrated Development Plans (IDPs) from theetih_ocal Municipalities were
analysed to evaluate agricultural activities relate development of agricultural
marketing. The IDP analysis also assisted to deter how far each Local
Municipality had gone to address Key Performancea&r (KPAs) necessary for
smallholder market participation, such as infragtite, services and local economic

development.
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Focus group discussions conducted with farmer grougre an important part of the
study as they provided opportunities to investigatiéical issues as perceived by
farmers (Lewis, 1995). The information obtaineshirthe discussions was compared
with agricultural policy reforms from literatureview and IDP analysis to identify
marketing barriers. Meyer (1997) explains thab@ug group discussion is a method
used in collecting in-depth qualitative informatiaimout groups’ perceptions, attitudes
and experiences on a defined topic. In this stémlyys group discussions were used
to gain an in-depth understanding of perceptiofmllenges and experiences in
market participation that would assist in decidbagriers to market participation for

smallholder farmers.

The focus group discussions were conducted amoreg tfarmer groups in rural
communities in KwaZulu-Natal (Centocow, MbumbuludaiMuden) using the
interview guide (appendix A). Discussions with el farmers from each group
were conducted in workshops. At Muden, an extensiticer from the Department
of Agriculture and Environmental Affairs was presesnd participated in the
discussion. Workshops started with greetings aricdh@wvledgements of previous
communication. The objectives of the workshop ahdhe study were explained.
Topics in the interview guide were posed to creleussions and farmers responded.
Farmers generally expressed issues that affect Hesgmallholder farmers. When
there was disagreement, further discussion followstil consensus was reached. A
consensus was reached through the researcher agoaufurther discussion among
the farmers and facilitating the discussions. hdre was no consensus after further
discussion, more than one answer was recordedairet research assistant recorded

farmers’ responses.

4.1  Analysis of the number and size of the focus groups

Lewis (1995) states that six to twelve people artable for a focus group discussion.
One consideration that governs the size of themreuhat the group size should not
be too large as this prevents adequate participétyomembers, nor should the group

be so small so that it fails to provide substartlerage (Lewis, 1995).
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In Centocow, eight farmers out of fifteen partidgzh in the focus discussion. In
Muden, ten farmers and an extension officer paiteid. In Mbumbulu, due to
unforeseen problems, only four farmers participabetl had good information to
share in relation to the topic. In all focus greu@xcept EFO) the participation
including the chairperson and deputy of the exgeutommittee. In Mbumbulu
(EFO), the group consisted of a former chairperand other successful certified
farmers. These groups were selected becausatbgart of ongoing research that is
being conducted by the University of KwaZulu-NatalVorkshop participants were

members of groups who attended on the day.

Lewis (1995) believes that one tool is never enaiegadequately observe dynamics,
which is why three sources of data (focus groupP®, &nalysis and agricultural policy
reforms) were used in discussing results to dramparisons and to triangulate

information.

4.2  Integrated Development Plan analysis

An IDP is a "roadmap" to guide municipalities innsee delivery, infrastructure
development and to address identified Key Perfoomareas (KPAs) (Todes, 2005).
IDPs were analysed so that comparisons and cooalsisiould be drawn with regards
to service delivery and provision of infrastructuedevant for smallholder marketing
activities. The purpose of analysing IDPs was #édswalidate the findings obtained
from focus group discussions in preparation fargulation. Group discussions were
analysed by using comparative tables on farmergpéioms of agricultural policy and
current marketing challenges. Recent IDPs, betva#)b and 2007, available for
each local Municipality, were obtained from the KAméu-Natal Department of Local

Government and Traditional Affairs website.

Each IDP was analysed by reviewing the Local Muyoabkiy’'s vision, KPA's and

socio-economic status. Planning and implementaporcesses, such as budget
allocations, were evaluated by examining programplaaned to address relevant
KPA'’s for smallholder marketing activities. Consions were drawn with regards to
how far each municipality had gone in providingveses to encourage smallholder

farmer participation in markets.
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4.3 Conclusion

This chapter provided a description of the methogplapplied in this study. The
focus was mainly on the research topic: perceptidrmarriers to market participation
among three farmer groups in rural KwaZulu-Natéhe data collection was mainly
based on farmer responses and was conducted fortheof focus group discussion,
IDP analysis and agricultural policy reform obtalrfeom the literature. The premise
was to do a comparison of farmers’ responses, IBdysis and agricultural policy
reform in order to check and validate the results.
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Chapter 5

Analysis of Ingwe, Mkhambathini and Msinga Local Municipality Integrated

Development Plans

Every municipality in South Africa is required tooguce an Integrated Development

Plan (IDP), in which local municipality’s plans am@apped over the short, medium

and long-term goals that align with national depebent goals, called Key

Performance Areas (KPAs). Each local municipatifg its own KPAs. Table 5.1

shows the KPAs and programmes planned to addresskd@A for the three study

areas. The role of a District Municipality is tgegrate development planning for the

district as a whole ensuring a joint district st and alignment with other

municipality IDPs (Todes, 2005). District Municlpis are responsible for co-

ordination of links with provincial and nationalpetments (Todes, 2005).

Table 5.1 Defining KPAs relevant for smallholder maket participation drawn from
Municipal IDPs of the three study areas (Isibuko se\frica, 2006;
Isikhungusethu, 2005 & Udidi, 2005)

KPAs

Programmes or projects planned to address KPAs

Democracy and governance

» Improve efficiencies in service provision e.g. caimg an
IDP.

» Information dissemination.

» Sector planning e.g. Integrated Environmental Plan.

Infrastructure and services

» Providing telephones where needed.

« Emergency services e.g. disaster management plans.
» Information access facilities and training centres.

e Education (improvement of schools and adult edooati
» Providing electricity where needed.

» Maintenance of roads and bridges.

»  Water provision including irrigation infrastructure

Local economic development

» Agricultural development e.g. community gardens and
fencing.

» Commercial and manufacturing e.g. establishmefdrofing
co-operatives in support of poverty alleviation.

Social development

* Land reform e.g. providing people with grants toghase
land for agricultural purposes.
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The role of local municipalities, among otherstasprovide leadership and create
conducive environments for development includingaldimg conditions for
smallholder marketing through service provisionfrastructure development and
administrative requirements (Todes, 2005). Theaeher envisaged that services
and infrastructure development provided by localnitipalities would encourage
community members to use available local resouarekfor earning a living. For
example, smallholder farmers not only farm for sstemce but could engage in
marketing activities if enabling conditions wereeated by municipalities. Such

services could include good road networks, extens@vices and access to credit.

The following subsections outline Ingwe, Mkhambathiand Msinga Local

Municipality’s planned IDP and programmes relevianimarketing.

5.1 Ingwe Local Municipality’s 2005-6 IDP (Centocowy

Ingwe Local Municipality’s vision is to promote auaity social and economic
environment that is sustainable and competitivalenproviding opportunities for all
residents to grow and prosper (Isikhungusethu, ROOIngwe Municipality is
characterised by high levels of illiteracy and uptoyment. The IDP states that most
people in traditional authority areas are engagefhiming activities as subsistence
survival. Ingwe Local Municipality intends to cteaconvenient accessibility to
goods and services required by its communitiegwén Local Municipality’s KPAs
relate to infrastructure, services, and local ectinalevelopment (table 5.1).

5.1.1 Ingwe Local Municipality infrastructural development, service provision

and local economic development

The process of addressing KPA's is through thebéistanent of projects relevant to
community specific needs. Ingwe Local Municipaligntified service providers and
ward councillors as responsible for delivering soofighe major projects. These

projects are presented in table 5.2.
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Table 5.2 Projects per KPA that were relevant for mallholder marketing activities in
Ingwe Local Municipality IDP, 2005 (Isikhungusethu,2005)
KPAs Project Ward, service Responsibility for Budget/ implementation
type provider or municipal | coordinating: - status
project (who should Local Municipality
deliver?) (LM) or District
Municipality (DM)
Infrastructure | Telephones| Ward LM Budgeted for but not
& services implemented.
Electricity, | Ward LM Budgeted for but not
implemented.
Roads, Ward or service LM Not budgeted for and not
provider implemented.
Water. Ward or service DM Not implemented.
provider
Local Community | Ward LM Centocow not included.
economic garden,
development
Fencing, Ward LM Centocow not included.
Co-ops. Municipal LM Centocow not included.

Table 5.2 shows that some projects planned byrtped Local Municipality, which
in this study were identified as relevant for IZ2v@amadoda’s (Centocow) marketing
activities, did not include Centocow. In Ingwe Bb&lunicipality, agriculture should
be part of local economic development because muoal areas in the district have
potential for agriculture. Agriculture has the gt potential to combat poverty in
poor communities when compared to other types sfnasses (e.g. textile, mining
industry,etc.) because it represent food and qcésh to smallholder farmers (Aliber
et al, 2006) and should be part of the developmentegyain this local Municipality.
Ingwe’s 2005-6 IDP showed that local economic dewelent was focused on
developing railway lines for tourist attraction aondly a few agricultural projects,
such as fencing cooperative gardens, were plaroresefected communities. None of
these projects benefited Izwi Lamadoda during 2608 2006. Projects such as
providing telephones, water, roads and electriaire either not budgeted for or

budgeted for but not implemented by the Ingwe Lddahicipality.

5.1.2 Ingwe Local Municipality budget allocation

The comparison in table 5.3 reveals the possibdftgerious limitations to Ingwe’s
capital budget. In relation to capital requirenseidientified in the IDP over the next
five to ten years, services that were much neegedommunities (like Centocow)
such as electricity, roads and water included highelgets than the actual capital

provided. Capital budget is presented in table 5.3
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Table 5.3 Ingwe municipality capital expenditure ad funding period of 2004-05 and
2005-06 (Isikhungusethu, 2005)

2004-05 2005-06

Budgeted Budgeted
Current income R50,000 R100,000
Internal loan R375,000
Equitable share grants R10,972,944 R6,025,000
Other external grants R260,000 R1,630,000
Total R11,282,944 R8,130,000
Actual budget
Current income R53,415 R25,000
Equitable share grant R6,624,557 R3,971,823
Other external grants R1,022,960 R878,067
Total R7,700,932 R4,874,890

Table 5.4 shows sector projects as outlined in BY@905-6 IDP that could have
benefited Izwi Lamadoda. Since Izwi Lamadoda srallholder group of farmers,
agricultural projects, such as community gardens f@mcing, may have benefited
farmers if the municipality had not over-commitiexklf. Since these projects did not
happen, Izwi Lamadoda continued to face challengash as a lack of fencing, even

though they had applied for it.

Table 5.4 Summary of sector projects that were relant for marketing and budget for
each project (Isikhungusethu, 2005)

Project Budget for projects

Agriculture R3,860,000

Communications No information available

Electricity R79,250,000

Local economic development R1,995,000

Total estimated 5 year capital budget required R#5000

Efforts to create a conducive environment for bett@arketing in Ingwe Local
Municipality were planned, but the IDP did not defithe projects that needed to
benefit farmers, such as Izwi Lamadoda, for thesoma that are discussed in the

following section.

5.1.3 Ingwe Local Municipality IDP implementation dfficulties

The key difficulties experienced by Ingwe Local Ntipality in the implementation

of its IDP were a lack of participation by servm®viders and ward councillors in the
preparation and implementation of the plan (Isikgusethu, 2005). This situation
was compounded by the fact that much of the funditgnded for the Ingwe Local

Municipality was administered by the Sisonke DdtMunicipality. This means that
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Ingwe Local Municipality had to apply for authotiigsm from Sisonke District

Municipality before they could access funds foremded or planned projects. The
priorities for funding allocation at District levelid not match those at local level,
resulting in many projects in the IDP not being iempented (Isikhungusethu, 2005).

Furthermore, Sisonke has five local municipalitempeting for funds.

Some of the conclusions drawn from Ingwe’s 2009 lwere that Ingwe Local
Municipality experienced a number of difficulties implementation of prioritised
projects by service providers and ward councillofhis could be the reason why
service delivery had not taken place in areas Gkatocow (Isikhungusethu, 2005).
Ingwe 2005-6 IDP further illustrates that it wowd@pear that low service delivery
was due to a lack of capital grants but may alsdumeto circumstances such as: -

» Service providers and ward councillors did notipgrate in the preparation
of the IDP at local level and, as a result, theyensot aware of decisions
taken in the planning process and their respoiits#isilin service delivery.

» Service providers and ward councillors were alledaunding for projects
in Ingwe and this did not reflect in the Municigmldget or IDP, resulting in
lack of integration and not following guidelinessi®wn in the IDP.

» There were different priorities between Sisonketrizis and Ingwe Local
Municipalities resulting in a lack of integratiomd planning between

municipalities to deliver services and provide astructure.

Ingwe Local Municipality attempted to address sdki®As but Centocow was not

part of those programmes (table 5.2). Most sesyisach as electricity, needed by
smallholder farmers for their marketing activitieere under-budgeted for and not
implemented. Some of the services relevant forketaparticipation were the

provision of roads and communication which were fustded and, therefore, not
implemented. Lack of funding, integration, pagation and commitment between
service providers, ward councillors and municigéic@ls could be the reason why a
number of projects were not implemented and sonalfarated funds. With regards
to local economic development, Ingwe’s attentiors wa improving railway lines as

part of tourism development and the municipalitynpoomised on developing the
agricultural sector because railway lines were mégh as having the potential to
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create rural income. The municipality was going¢bieve increased rural income by
employing local people to develop the railway lineSmallholder farmers, such as
lzwi Lamadoda, were unlikely to benefit from impealrailway lines because there
are no railway lines in Centocow. Therefore, @¢ffoto create a conducive
environment for smallholder market participationdd in Ingwe Local Municipality

in terms of Centocow farmers.

5.2 Mkhambathini Local Municipality’s 2006-7 IDP (Mbu mbulu)

Mkhambathini Local Municipality’s vision for 20064DP is to strive to empower its
communities socially and economically (Isibuko deida, 2006). KPAs, as
indicated in the 2006-7 IDP review, were to promeqeitable access to infrastructure
and basic services, such as roads and electricity t8 create a conducive
environment for sustainable social and economieldgment. The following section
discusses infrastructural development, service velgli and local economic

development as key elements of KPAs for Mkhambattooal Municipality.

5.2.1 Mkhambathini Local Municipality infrastructural dev elopment, service

provision and local economic development

Water supply infrastructure within Mkhambathini labdMunicipality varies. Urban

areas are better serviced than traditional autharitkas. Water supply infrastructure
in Mbumbulu is not available for smallholder farmerAs a result, smallholders are
not able to irrigate their crops during dry seasois@able 5.5 shows that a water
supply project had been planned and implementedkhambathini to address the
lack of water. In Mbumbulu, boreholes were introeld, as a pilot project, to ten
households for irrigation. This could impact niagdy on EFO members who need
to constantly produce crops such as green beanmaatimarket demand. Table 5.5
shows projects planned by Mkhambathini Local Mypatity to address KPAs,

project implementation, budget status and serviogigers.

The Mkhambathini 2006-7 IDP indicated that roadwoeks within Mkhambathini
Local Municipality reflect the previous apartheidmning system (Isibuko se-Africa,

2006). This indicates that the former whites-oahgas are characterised by high



quality tarred roads and well-developed distric@d® to the boundary of each farm

(Isibuko se-Africa, 2006).

Table 5.5

Mbumbulu (Isibuko se-Africa, 2006)
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Projects per KPA that were relevant for mallholder marketing activities in

KPAs Project type Responsible Funding status/ | Implementation
service amount status
providers
Social Community Municipality. R65 000.00. Mbumbulu not
development. gardens. included in social
development
projects.
Local economic | Emerging farmer| Gijima KZN. No information | Not implemented.
development. support available.
programme.
Infrastructure and| Telephones. No information | No information No information
services available. available. available.
Electricity. Eskom. R6 903.53 per | Not implemented.
connection.
Roads. Municipality. R1 141 741.00. Not implemeinte
Water. Municipality and | R1 238 709.00. Implemented in
Dept. of Mbumbulu as a

Agriculture and
Environmental
Affairs.

pilot project
(boreholes).

The quality of roads in most traditional authomteas is generally poor and requires
substantial upgrading and maintenance. The stateanls in previous homeland
areas has a negative impact on the developmehesétareas as it is well known that

roads play a crucial role in economic developm&ntés, 2005).

The agricultural sector in the Mkhambathini Localiitipality area is characterised
by apartheid-based inequalities. This is noticeabkhe separation between the well-
developed and productive commercial sector in wahdge and four, and the
underdeveloped, under resourced subsistence agrieuh wards one, two, five, six
and seven (traditional authority areas, includindpukhbulu) (Isibuko se-Africa,
2006). Lack of resources limits smallholder farshebility to be transformed into
smallholder commercial farmers. Commercial farmmegjuires farmers to have
adequate resources and expertise to produce qualiys and be competitive

producers.

Local economic development in Mkhambathini Local iipality, as illustrated in

the 2006-7 IDP, is predominantly agricultural. Hower, Mkhambathini has a high
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potential for tourism development. The N3 roadwasn Pietermaritzburg and
Durban, which carries trade and tourist trafficnguthrough Mkhambathini and
provides the opportunity for local economic devetgmt. The 2006-7 IDP shows
that Mkhambathini Local Municipality’s attention @ developing tourism as a way
of addressing high unemployment rates and slow a@oan growth. Smallholder

farmers may benefit from this project if they weaileser to the N3 road and had

transport, or if the road network to rural commigsitwas good.

By 2005, approximately 42.4% of the households ikh&mbathini had access to
electricity. However, in 2005 54.8% of the houddlan traditional authority areas
did not have electricity. The Mkhambathini LocalMcipality 2006-07 IDP review
indicated that projects such as Embo-Thimuni Tribadhority Future Electrification
Programme and Embo-Thimuni and iSimahla Tribal Autly Electricity Programme
are aimed at addressing the lack of electricity remsidential purposes. The Local
municipality had not implemented these projects @n@d2006-7 IDP did not show a
budget committed for these projects (table 5.5he planned year for implementing
action was also not included but stated that ESK@dld be responsible for these
projects (table 5.5). The following section disses several reasons why projects
relevant for market participation were not implemeeh

5.2.2 Mkhambathini Local Municipality IDP implementation difficulties

One of the difficulties faced by Mkhambathini Loddunicipality was the limited

resources available to the municipality to addnessblems faced by its people in
terms of service delivery and infrastructure (I&ibuse-Africa, 2006). Addressing
problems such as those mentioned above may assigireiating an enabling

framework for social and economic development.

Another important problem facing Mkhambathini Lodaunicipality was a lack of
sufficient capacity to plan, implement and integralDP processes among
Mkhambathini Local Municipality officials (Isibukose-Africa, 2006). The
Mkhambathini 2006-7 IDP states that Mkhambathinicdlo Municipality was
developed on the foundation of the Camperdown Tiwanal Local Council that was

small and did not have sufficient capacity to addréssues such as the service
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delivery backlog and to implement projects. EH8orto create a conducive
environment for better smallholder marketing welanped and a few projects, such
as provision of water, were implemented. A numieprojects that address KPAs

that are relevant for market participation wereingilemented.

5.3 Msinga Local Municipality’s 2005-6 IDP (Muden)

Msinga is a poverty stricken area with few econonesources and little economic
activity (Udidi, 2005). Msinga Local Municipality'2005-6 IDP illustrates that the
Municipality’s vision is to ensure local developméhrough good management and
development support. Msinga Local Municipality’sPKs include provision of
infrastructure and services, and social and econalavelopment. The following
section discusses infrastructural development,icemprovision and local economic

development in Msinga Local Municipality.

5.3.1 Msinga Local Municipality infrastructural development, service provision

and local economic development

Msinga Local Municipality’s 2005-6 IDP review revgeathat, Msinga Local
Municipality has the lowest levels of basic servasivery (water, electricity and
roads) when compared with other municipalities he tUmzinyathi District.
Electricity is only provided in the urban centrésPomeroy, Tugela Ferry and Keates
Drift. Msinga’s 2005-6 IDP did not show any progmaes in place to provide rural
communities with electricity within Msinga Local Migcipality, because ESKOM
indicated that the current grid was overloaded #metefore, could not accommodate
any further connections. Lack of electricity istraeat to smallholder marketing
activities because farmers need appropriate stdeagéies to retain quality of crops
and facilities for processing and packaging to aaldie to their crops and to reduce

transaction costs (Matunget al, 2002).

Road networks to and within communities were nogaod condition and needed
attention (Udidi, 2005). An amount of R3.3millievas allocated to attend to access
roads in the 2005-6 financial year (Udidi, 2005However, a review of KPAs,
illustrated in the 2005-6 IDP, budget and sourdefsimding for roads did not appear
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but showed that this programme was to take platedam 2005 and 2007. Limited
access to communication services, such as puldightenes, in the remote areas was
a major concern for Msinga Local Municipality (Ugi@005). Msinga’'s 2005-6 IDP
showed that communication services would be pralideinstitutions like schools
and forums to communicate with the South Africadid@oServices for safety and

security reasons.

In relation to local economic development, subsisteagriculture is still largely

practiced in Msinga. Msinga’'s 2005-6 IDP showedl tinaditional authority areas do
not have productive land for agricultural developmbecause of poor soil quality,

adverse climatic conditions and poor agriculturaicfices such as overgrazing. This
hinders the ability to expand farming activitieslaanter markets. Despite the large
irrigation potential linked to the Tugela and MdR®ivers, communities experience
water shortages during dry seasons and smallholtersiot able to irrigate crops
during dry seasons. The 2005-6 IDP indicated #8687 hectares of land were
cultivated, of which 767 hectares are under irfa@qat However, during winter, water

is not available for irrigation. Lack of water ¢hg dry seasons could result in low

yields, reducing projected premiums.

The Msinga 2005-6 IDP showed that trade and comemenainly in Pomeroy, Tugela
Ferry and Keates Drift, accounted for 11% of ecoicoactivity and appeared to be
relatively established and reliable for smallhofddop participate There is a
refrigerated vegetable packhouse built by the mpaiity at Tugela Ferry but it is not
used because smallholder farmers are unable tolysugglequate quantities.
Numerous community garden groups cultivate vegetabh 89 hectares of land and
this indicates a willingness to be involved in cpopduction if the necessary support
is provided. The following section discusses diffies faced by Msinga Local

Municipality when implementing its IDP.

5.3.2 Msinga Local Municipality IDP implementation diffic ulties

The Msinga Local Municipality 2005-6 IDP showed tti\dsinga Municipality had
limited resources to address service backlogs ancrdgate the desired impact on
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social and economic development as one of its KRAdidi, 2005). Absence of
spatial planning in the past was due to lack ofaie management in Msinga Local
Municipality to address key issues facing the mupaidty and its communities
(Udidi, 2005). In relation to financial plannintpere were no guidelines available to
direct Msinga Local Municipality in planning, budge and implementing projects.
There was a lack of efficient participation amongrvice providers and the
municipality to implement programmes that the Msingocal Municipality had
planned. In the 2005-6 IDP review only one comrtyugarden project was included
in the budget because Msinga Local Municipality @ou decided to attend to

infrastructure, such as roads, rather than invgsticrommunity garden projects.

5.4 Summary

Key Performance Areas (KPAs) relevant for smalleoloharketing are infrastructure
and services such as water, electricity, commuicadnd roads, and social and
economic development. Provision of infrastruct(eey. roads) and services are
regarded as creating enabling conditions or conéumarketing environments for
smallholder farmers and encouraging farmers to igyaate in markets.
Mkhambathini and Msinga Local Municipalities mad#d effort to plan and include
services relevant for smallholder marketing in th&Ps in the form of relevant
KPAs. For example, Msinga built a vegetable padklean Tugela Ferry and tried to
install electricity but was constrained by an owaded current grid. Mkhambathini
implemented a water reticulation pilot project imio-Thumini. However, in
general, these local municipalities failed to inmpént the necessary marketing
services, such as credit access, water supplytrielsg telephones and roads that

were planned in the IDPs.
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KPAs relevant for marketing in Ingwe, Mkhambathini & Muden Local
Municipalities
« Infrastructure and services (water, electricitynoounication and
roads).
« Social and economic development (community gardens)

Services
backlogs.

Why municipalities have partially or
not addresse&PAs and
implemented IDP

A
e Water supply

Common problems faced by municipalities ?gtsi(t:igt?or n
» Lack of capacity within Local Municipality. «  Electricit '
e Lack of collaboration or integration of local Y.
L S SN * Roads and
municipality and district municipality goals .
; transportation,
and projects. S
. . . ¢ Communication
» Poor delivery by service providers. .
y X services,
» Lack of funding to implement programmes
lanned ¢ Low level of
P ' education and
e Credit facilities or

access.

Why municipalities have failed to
address services needed by
communities.

Figure 5.1  Outline of KPAs for Centocow, Mbumbulu ad Muden, and
problems experienced by municipalities and the majo services which are
lacking to enable market participation by smallholder farmers.

It is not evident whether communities were conslitethe IDP process. The key to
the progress of IDPs is the integration of plans dlly stakeholders. Public
participation must feed the IDP process with infation from start to finish, ensuring
that farmers’ needs are catered for. If commusidiee not included in the planning of
the IDP process, municipalities are likely not tarpwhat communities require most.
Based on a review of KPAs and delivery of projetusing the 2005 financial year,
Ingwe partially met its obligations for the implemtation of projects. Ingwe
delegated most of the projects to service providacsward councillors who were not
committed to do their job, resulting in many prageamot being implemented

(Isikhungusethu, 2005). This was a similar probl@ Msinga Local Municipality
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where full participation of service providers inplamenting projects was lacking
(Udidi, 2005). The problem with Mkhambathini Loddlnicipality was insufficient
capacity in planning, budgeting and implementinggopammes that address service

backlogs caused by the apartheid system.

Mkhambathini Local Municipality’'s 2006-7 IDP revedl that smallholder farmers
within the municipality were faced with a number pfoblems that limited

participation in agricultural and marketing acties. The problems experienced by
Mkhambathini smallholder farmers included, amongiynethers, lack of finance and
credit facilities, training and physical infrasttue (Isibuko se-Africa, 2006). The
local economy in three municipalities is predomaéhatagricultural. However,

Mkhambathini and Ingwe Local Municipalities conaatéd on tourism development,
which was unlikely to benefit smallholder farmegsyen the fact that in Centocow

there are no railway lines and Mbumbulu is far @ykrom the main road (N3).
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Chapter 6

Results and Discussion

To facilitate the investigation of perceptions affers to market participation among
smallholder farmers, the study investigated: -
» Three farmer groups members’ perceptions of whatwatural policy reforms
mean to them as smallholder farmers.
* Marketing channels used by the three groups.
» Constraints related to marketing.
» Barriers in accessing markets.

The results are discussed according to each sulepras mentioned above.

6.1 Farmer groups’ perceptions of what agricultural pdicy reforms mean to

them as smallholder farmers

Current South African agricultural policy was deymtd, after the apartheid era, to
remove barriers that hindered smallholder farmens fentering large-scale organised
agriculture. Kirsteret al (1998) and MALA (1998) reported that four agricudl
policy reforms were made to support productionjtergmallholder farmers to enter
mainstream agriculture and increase rural econ@uiwity. First, land reform was
aimed at assisting farmers acquire more land facalgural purposes or claim back
land that was taken during the apartheid era. ®gcagricultural trade aimed at
improving smallholder participation in trade withamd outside South Africa. Third,
provision of financial support was improved so tfamers have access to credit and
could increase agricultural productivity and accesskets. The fourth reform was
the comprehensive farmer support programme thatcimh ensuring farmers have the
necessary support in terms of production and miaiggebformation and training to
identify suitable markets. The main aim of assggsigricultural policy reform was
to evaluate what has been done and to investigat@ef perceptions of these

agricultural policy reforms.

Results on elements of the agricultural policy dadner perceptions from each

community are presented in table 6.1. Integrateveldpment Plans for Local
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Municipalities (Ingwe, Mkhambathini and Msinga) wemlso used to analyse

infrastructural development and service deliveryned at creating enabling

conditions for market participation.

Table 6.1 wkoeleme

nts of South African

agricultural policy that were reformed to incorgerasmallholder farmers and

perceptions of each farmer group to these refor@isestions from an interview guide

were presented to farmers in a focus group disonssn elements of the agricultural

Elements of the agricultural policy andarmer perceptions, using focus group

Centocow

policy.

Table 6.1
discussions, 2006
Elements of

agricultural

policy in South
Africa

Mbumbulu

Muden

1) Land reform
(restitution,
redistribution &
land tenure
reform)

Farmers had little knowledge
about land reform and
programmes that could benefi
them. Farmers had never met
Department of Land Affairs
officials.

Farmers had little knowledg
about land reform and
programmes that could
benefit them. Farmers had
never met Department of
Land Affairs officials.

e Farmers had little knowledgg
about land reform and
programmes that could
benefit them. Farmers had
never met Department of
Land Affairs officials.

2) Agricultural
trade

Izwi Lamadoda had limited
knowledge in relation to
opportunities created by
reformed agricultural trade.
Farmers indicated that they
would not be able to take
advantage of these
opportunities because farmers
lacked marketing skills
(searching for potential buyerg
negotiating, pricing),
knowledge, resources and
support.

EFO members were aware
of opportunities created by
reformed agricultural trade
and regarded supplying to
Woolworths as one of the
opportunities. Farmers
indicated they had limited
land for expansion in order
to improve yields to expand
, their markets. EFO
indicated that they lacked
resources (working
implements, labour and
finance), marketing skills
(searching for potential
buyers, negotiating, pricing)
and knowledge to engage in
international trade.

KwaNxamalala farmers wer¢
not aware of opportunities
created by reformed
agricultural trade. Farmers
indicated that they were
farming mostly for
subsistence and selling to
community members.
KwaNxamalala farmers
indicated that they would no
be able to take advantage o
these opportunities because
farmers lacked marketing
skills (searching for potentia
buyers, negotiating, pricing)
knowledge, resources and
support.

[

@

support services

services may be helpful but
Izwi Lamadoda has had no
extension service for many

service trained in organic
farming.

years.

i.e. an extension officer.

3) Financial Izwi Lamadoda had not applied Farmers have not received | Farmers had not received any

support for financial support because | cash but have received kind of financial support but
they had applied for water financial support for fencing| submitted their needs in the
reticulation infrastructure and | and certification. EFO form of a business plan to th
fencing several times to the | thought that the Department of Agriculture
governments but did not government’s idea to decide and Land Affairs but did not
receive any response. lzwi what farmers need, without| receive any response.
Lamadoda thought that the consulting them, is not KwaNxamalala farmers
government had forgotten assisting farmers. thought that the government
about them. was not keeping its promise

4) Farmer Services such as extension Provision of extension Has good extension service

Land reform includes other programmes such as taatiution, redistribution and

land tenure reform that farmers did not know abdttr instance, EFO is constrained
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by limited land availability and if these farmeradhbeen aware of the national land
redistribution programme they could have accesset iacquire more land for
commercial farming. Perhaps if other farmers kredyout the land redistribution

programme they would try to access it.

In relation to agricultural trade, both Izwi Lamadoand KwaNxamalala farmers
were farming for subsistence and selling to commyumiembers. However, Izwi
Lamadoda showed potential for expanding informalketang activities that they
were involved in. These farmers were not onlyisglto neighbours but were also
selling at pension payouts. Izwi Lamadoda’s lesfemarket participation was more
diverse than the KwaNxamalala farmers because mestbers of Izwi Lamadoda
had vehicles to transport their produce. Ezemv&omers Organisation (EFO)
members had knowledge of the opportunities crelayeaigricultural trade reform and
indicated that as smallholder farmers producingaoig products and supplying
Woolworths they benefited from this reform throusgiling organic produce to the

chain store.

However, farmers indicated that meeting tradinghé#ads, such as quality and
guantity, in domestic markets was a challenge &eg anticipate further challenges
in international trade. Challenges were attributedonstraints by limited land size,
low vyields, lack of resources, relevant marketinglls and the expertise to be
involved in highly developed agricultural tradeb& 6.1). lzwi Lamadoda and

KwaNxamalala farmers had little knowledge abouticdtural trade reform and

trading standards as these farmers sell in informadkets. Farmers indicated that
since they lacked water reticulation infrastructusaifficient income, relevant

marketing skills and training they would not beealh meet international trading
standards of many countries they may wish to exjporiThe farmers’ perception was
that when accessing formal markets they would egpee difficulties.

Ingwe Local Municipality’s (Centocow) IDP illusted that agriculture in traditional
settlement areas had potential but was constrdopgubor road infrastructure, lack of
effective farmer support services to provide accdessnputs, credit, advice and
markets (section 5.1.1). Local economic develogmbat could be aimed at

supporting smallholder farmers through communitsdga projects, cooperatives and
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fencing was rather aimed at developing tourist aations in Ingwe Local
Municipality. Mkhambathini Local Municipality’s (Mumbulu) IDP showed that
agriculture within the Municipal area was charastd by apartheid inequalities
between well-developed and well-resourced commileseietors and underdeveloped
and resource-poor smallholder sectors found inittoawhl areas. Farmers indicated
that little effort had been invested to address ig8ue. In Msinga Local Municipality
(Muden), according to the IDP, agriculture was oh¢he most important economic
aspects but was still largely practiced for sulsisé because of the limited capacity
of the land for productive agricultural developmee to poor soil quality, lack of
irrigation during dry seasons and an inability itedfsustainable markets for the sale
of local produce. As a result, KwaNxamalala did pmduce enough good quality
crops that could be sold to other markets other dtanmunity members.

lzwi Lamadoda (Centocow) and KwaNxamalala farmévisiden) did not receive
financial support from government to assist in exjyag projects, whereas EFO
(Mbumbulu) received fencing and water reticulatiomfrastructure from the
Department of Agriculture and Environmental AffairdHowever, the provision of
water in Mbumbulu was still a pilot project and favthan ten farmers had benefited.
Therefore, a number of farmers in Mbumbulu did Im@te access to water reticulation
infrastructure to irrigate crops and produce quatitops. Farmers’ perception in
relation to financial assistance was that the guwent decided what the needs of the
farmers were without consulting farmers. In thase EFO needed cash to buy
working implements, seeds and pay for tractor hiehour and certification
(inspection) costs. The farmers’ perception of goreent's efforts to improve

smallholder agriculture was that it lacked pubkctipation.

lzwi Lamadoda had applied for fencing and watdcuédtion infrastructure numerous
times from the Department of Agriculture and Enmmeental Affairs, Sisonke

District and Ingwe Local Municipality but had noéceived any responses. Izwi
Lamadoda had not tried to apply for financial supjp@cause farmers felt forgotten

by the government due to the lack of response coimgetheir previous applications.

In Muden, some farms had been fenced and farmedradeess to water infrastructure

provided by the Department of Agriculture and Eammental Affairs. Every year
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KwaNxamalala farmers and their extension officescedurally compiled a business
plan that was submitted to the Department of Adica and Environmental Affairs

but no delivery from government has taken placatniers’ perceptions were that the
government did not keep promises made, even whenefa were working with

government officials to write applications for fung or other assistance. EFO
members indicated that other grants that were vedeifrom government had
unrealistic terms and conditions. For instancenés were given fencing and were
required to produce competitive products that wob&l comparable with well-

developed farmers. Such terms and conditions ghsded the fact that smallholder
farmers lacked water reticulation infrastructureickihthey felt should have been
provided by the Municipalities. Machethe (2004 &makhura (2001) confirm that in

the market place, smallholder farmers are oftenaidgf compared with well-

established farmers who produce high quality prtglucAs a result, smallholder
farmers experienced difficulties when participatimgformal markets in terms of
quality. Aliber et al (2006) and Kirsteret al (1998) argue that deregulation of
markets and removal of all financial protection farmers by government was
implemented too soon for smallholder farmers whek lexpertise and resources to

participate effectively in markets.

lzwi Lamadoda and KwaNxamalala farmers had notltteeaccess credit from other
financial institutions such as banks. EFO memitéesl to access credit but failed
because farmers were regarded as not creditworthythay did not meet the
requirements stipulated by commercial banks. Hmnérs’ perception was that as
long as they do not have collateral, such as ptgmence they live on communal
land, accessing credit from formal financial ingitns would be a challenge. Table
4.1 illustrates that Ingwe (Centocow), Mkhambath{Mbumbulu) and Msinga
(Muden) Municipality did not offer direct or appnagte financial support to
smallholder farmers.  Without private (bank) or neiypal financial support,

smallholder farmers were unable to fund their agtical projects.

lzwi Lamadoda had not received extension serviaeses2003. Farmers believed
that they were missing out on opportunities credigdextension services such as
training and advice. EFO had access to extensovices. However, the present

extension officers are not trained in organic fargni Machethe (2004) supports this
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finding by stating that extension services are mnwoailable to the majority of
smallholder farmers in rural areas of South Afrid&here farmer support services are
available, often only a single or a few of the s=g are provided and officers do not
visit farmers frequently. KwaNxamalala farmers keat closely with their extension

officer who gave farmers advice and linked themhwiippliers for inputs.

According to the Marketing Agricultural ProductstAdo. 46 of 1996, smallholder
farmers should by now have equal opportunities &aoket products in formal markets
which allow market access and participation (MALI®98). However, focus group
discussions show areas of difficulty. Table 6.2inds the agricultural marketing
system and Marketing Agricultural Products Act &9 in relation to Centocow,
Mbumbulu and Muden.

Table 6.2 Defining the agricultural marketing systen and Marketing Agricultural

Products Act of 1996 in relation to Centocow, Mbumhblu and Muden, using focus group
discussions, 2006

Elements of Centocow Mbumbulu Muden
marketing policy
and the 1996
Marketing Act
Market access Selling to neighbours and atSelling to Woolworths Selling to community
pension payouts. (Pty) Ltd. members.
No formal market access. Market access depends gnNo formal market access.
organic certification.
Market performance Selling as individuals, no | Selling as a group Selling as individuals.
chance to compete with large(collective marketing).
companies.
Marketing skills and | Lacking appropriate Lacking appropriate Lacking appropriate
knowledge (establish| marketing skills and marketing skills and marketing skills and
and maintain reliable| knowledge. knowledge but use a knowledge.
market, negotiating middleman.
contracts and prices)
Increased Yes, to some extent, but Yes, but not all products | No, constrained by lack of
productivity levels demand for crops is seasonalare sold to Woolworths. | finance to hire tractor and
Lack access to resources. labour and to purchase
inputs.
Changed production | No, constrained by lack of | Yes, organic production | No, constrained by lack of]
pattern finance to hire tractor and | demands diverse methodsfinance to hire tractor and
labour and to purchase of production. labour and to purchase
inputs. inputs.
Increased overall Depends on how much is Yes, since they started Depends on how much is
income sold marketing directly to sold.
Amanzimtoti packhouse.
Supportive extension| Lacking Conventional, need Available.
services organic trained extension
service

lzwi Lamadoda had not accessed a formal marketvhatselling to neighbours and at
pension payouts in Centocow. Izwi Lamadoda inedathat the supply of fresh
produce was seasonal as farmers could only seliglharvest time. lzwi Lamadoda
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did not plant all year round due to constraintsatedl to finance and water.
KwaNxamalala farmers only sold to neighbours ardirht sell at pension payouts.
KwaNxamalala farmers did not take the opportunitgxpanding their marketing to
Keates Drift, Tugela Ferry and Pomeroy where mashemic activity took place.
EFO was the only group of certified organic smdtlleo farmers in KwaZulu-Natal

supplying a supermarket chain, Woolworths.

Market access for EFO members depended on orgartiication. If farmers were
suspended from organic certification because ofatimn of organic standards they
could not sell to organic markets until they wenspected and recertified. EFO
members viewed their market as risky and unstaspecially if farmers within the
group did not abide by organic standards. Orgst@indards are restrictive, especially
in group certification where all farmers need touméform with production patterns,
pest and disease control plans. If one farmerimvdihgroup chooses to use chemicals
that are not organic the whole group may be susgkiag organic producers. The
challenges that EFO is faced with could hamper etgplrticipation because organic
certifiers are very strict in ensuring that all esilare followed before certifying

products as organic.

All three groups did not have the relevant marlgeshkills and knowledge. Farmers
stated that this hindered their ability to estdblend maintain reliable markets,
especially for Izwi Lamadoda and KwaNxamalala faisne Farmers’ perceptions
were that although smallholder farmers could pgdie in formal markets, necessary
conditions for better marketing had not been crkat®ne reasons Izwi Lamadoda
and KwaNxamalala farmers had not accessed formeédatsawas the lack of relevant
marketing skills and knowledge. Chapter 5 showedt tpeople in traditional
authority areas (Ingwe, Mkhambathini and Muden lLddanicipalities) have low
levels of education and little formal employmei@howdhuryet al (2005) explained
that smallholder farmers may be unable to collect process information needed to

sustain agricultural marketing activities, suctpases and location of market depots.

Apart from amadumbe,potatoes and sweet potatoes sold at Woolworths, EFO
members produced other crops, such as organic gnouits, beans, maize and green

beans and farmers needed a niche market to supphube the informal market could
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not afford EFO’s prices. EFO members indicated slomnetimes farmers sold crops
at the same price as the informal markets so tlmtysts were affordable for local
consumers. This strategy caused farmers to los@royremium organic prices in
formal markets. Makhura (2001) also found that mvismallholder farmers in

Limpopo Province could not sell their products dentified markets, farmers tended
to sell to informal markets. Eventually, when fan® were not reaping the

anticipated rewards, market participation decreased

Even though agricultural policy reforms were aimedremoving the barriers for

smallholder farming to enter large-scale farmiradplé 6.2 showed that smallholders
still face challenges in farming and marketing \atés. Table 6.3 illustrates

municipalities’ responsibility in developing prognaes that enable smallholder
farmers to promote agricultural processes, sua@xpanding marketing activities into

commercial markets. Table 6.3 also illustrates tb&evance of programmes
implemented or to be implemented by municipalitescrease smallholder farmers’
market participation.

Table 6.3 Planned and implemented programmes thatfmers could access provided by
Local Municipalities, using IDP analysis and focugroup discussions, 2006
Municipality | Programmes planned Programmes implemented
Ingwe e Telephones. * Fencing and co-operatives were
(Centocow) +  Electricity. implemented in other areas but not in

« Roads. Centocow.

e Water.

e Community gardens.

* Fencing.

« Co-operatives.
Mkhambathini e Water. e Implemented a pilot project in Mbumbulu
(Mbumbulu) «  Electricity (to be installed).

e Telephones.

* Roads.

e Emerging farmer support

programme.

Msinga « Build a vegetable packhouse *  Vegetable packhouse with appropriate
(Muden) «  Electricity. facilities for processing, storage, grading

and bundling in Tugela Ferry was built.

«  Tried to implement electricity project but
constrained by the current grid that is
overloaded

In chapter 5, table 5.2 showed that the projetistiiated in table 6.3 were either not
budgeted for and therefore, were not implementet! reot included in IDPs. lzwi
Lamadoda indicated that they had applied for fempcand water reticulation

infrastructure several times but had never obtasmeg response to this application.
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The fact that Izwi Lamadoda did not have extenservices to support and guide
farmers through the right channels when requestingport from government also
acted as a barrier to effective participation ia tharkets. Table 5.2 illustrated that
Centocow was not included in programmes aimed dresding local economic
development, which focused on improving railwaye$rfor tourist attraction. Evarett
& Zulu (2001) are in agreement in stating that noipdlities have introduced a range
of programmes but these programmes have had linmigdct on rural populations.
In this case, tourist attraction development may mgpact on Izwi Lamadoda
because there are no railway lines near Izwi Lamadovhile Ingwe Local

Municipality had the potential for agricultural gvth.

Table 5.5 in the previous chapter showed that tmebd=Thumini Traditional
Authority, which includes Mbumbulu, would be progitwith electricity. However,
this programme had not been implemented but it bvageted for. Mkhambathini
had tried to address the lack of water reticulatidrastructure in Mbumbulu but it
was implemented as a pilot project that benefitelg @ few farmers. Most members
of EFO did not have access to water reticulatidragtructure to irrigate crops. Table
5.5 also showed that no information was availalde address the lack of
communication services in Mkhambathini Local Mupdlity (table 5.5). EFO stated
the need to have communication services, suchndéina telephones, and the lack of
cell phone reception in some areas to communicadtepstential buyers, to minimise

time and money spent on searching and negotiatitihgpetential buyers.

Section 5.3.1 (Msinga Local Municipality infrasttural development, service
provision and local economic development) showed fdwrmers in the Msinga Local
Municipality farm mostly for subsistence. Durinbet focus group discussions
KwaNxamalala farmers stated that they were comsthiby problems related to
finance to expand activities (table 6.1). Msingacéal Municipality had however
attempted to implement programmes that could craatenducive environment for
smallholders to participate in markets (table 6.8or example, there is a storage,
processing and bundling vegetable packhouse inlaugary that could be used by
smallholder farmers. KwaNxamalala farmers knewt ttltas packhouse exists.

However, low farmer yields have led to minimal wé¢he Tugela Ferry facility even
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though Keates Drift and Tugela Ferry are stable ketaplaces for trade and

commerce.

6.2 Marketing channels used by three farmer groups irKkwaZulu-Natal

Regardless of challenging agricultural and markgsituations illustrated in tables
6.2 and 6.3, smallholder farmers are still ablpddicipate in various markets such as
selling to neighbours and during monthly pensiog-pats and some farmers to even
bigger markets, such as Woolworths. A number ofketing channels used by
smallholders to participate in markets, includirayni-gate marketing, marketing
directly to consumers, marketing through a middlenand direct or contract
marketing was described in the literature reviegciien 2.8). Matungutt al (2001)
showed that smallholder farmers in rural distrat&waZulu-Natal (Swayimana and
Impendle) were able to trade under difficult cir@tamces. Focus group discussions
also showed that the three farmer groups were ngillio engage in marketing

activities.

This section will discuss marketing channels thed ased by lzwi Lamadoda
(Centocow), EFO (Mbumbulu) and KwaNxamalala farm{&saden). Conditions that
enable market participation, such as infrastructwié also be discussed to assess
how enabling they are to market participation amsmgllholder farmers. Table 6.4
illustrates marketing channels used by Ilzwi LamagddFO and KwaNxamalala

farmers and problems experienced when participatimgarkets.

Table 6.4 illustrates that all the three farmerug® used farm-gate marketing. lzwi
Lamadoda and KwaNxamalala farmers have to accepiptite neighbours could
afford to pay, as they did not have access to atiakets (table 6.2). Senyodo al
(2006) also reported similar findings in their stud

Unlike KwaNxamalala farmers who only sold to neights, 1zwi Lamadoda farmers
(Centocow) sold products at pension payouts inrothikages in Centocow. Pension
payouts in Centocow only happen once a month apglgwf products was seasonal
and unpredictable (only when fresh products wegeslable). Izwi Lamadoda did not

plant all year round in order to meet the demanel tduconstraints related to lack of



67

finance and farmer support services. lzwi Lamadeadked facilities for processing,
packaging and storage, therefore, could not addevi their products and attract a

bigger market.

Table 6.4 Marketing channels used and problems engotered by lzwi Lamadoda (Centocow), EFO
(Mbumbulu) and KwaNxamalala farmers (Muden), focusgroup discussions, 2006

Marketing | Centocow Mbumb | Muden Advantages Problems encountered
channels ulu
Farm-gate ¢ No transport Farmers accepted local
marketing costs. prices.
(selling v v v «  Products Lack negotiating skills (e.g.
products at may be sold prices).
farm place by the
to farmer.
neighbours e  Products
or _ can be left
community on the
members). ground.
Village *  Farmers Demand was seasonal &
marketing v X X have hands- unpredictable.
(e.g. selling on
at pension marketing
payouts). skills.
e Appropriate
for
processed
products.
Marketing e Provide Farmers lacked direct
using a wider communication with their
middleman X v X market market.
or exposure. Lacked marketing skills &
marketing «  Usually has knowledge to negotiate
agent. sufficient prices and contracts.
capital to .
market G_reat reliance on
farmers’ middleman.
products Marketing costs were highegr
directly to than prices paid to farmers,
markets.
Direct or ¢« Marketing Supply is low and demand
contract margins can of products is very high.
marketing. X v X be reduced. Only amadumbere sold to
e Sales Farmwise Distributors.
volume is
guaranteed
to the
farmer.
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EFO, the oldest certified smallholder organic gramu@south Africa, pools and sells
produce grown individually by its members to a peukse near Durban. Fully
certified members represent different levels oftipgration in this collective

marketing action where some farmers are partialjifed. EFO used to employ a
middleman to access formal markets. In March 2@@@ners began selling directly
to Farmwise Distributors (packhouse) in AmanzimtotSmallholder farmers use
marketing agents or trade partners, commonly knasvmiddlemen, on commission
to sell products in order to obtain higher premiuslams, 2004). However,

Molapo’s (2006) study showed that EFO made moreayamhen selling to other

markets and using other marketing channels ratimen &8 middleman (table 6.5).
These findings suggest that EFO experienced highsaction costs (negotiating
contracts, transport, storage, packaging costs @mdmission) while using a
middleman. Molapo (2006) indicated that EFO did gain from employing a

middleman and farmers doubled their profit whenytivere directly involved with

other markets because most of the transaction dabtsot occur (transport, storage,
packaging costs and commission).

Table 6.5 EFO members’ income in 2005-6 (Molapo, 26)
Crops grown Total area | Sales (packhouse in Sales (other Total income
planted rands) markets) from organic
produce
(packhouse and
other markets)
Amadumbe 0.15 R327 R694 R1021
Potatoes 0.7 R152 R477 R629
Sweet potatoes 0.5 R181 R456 R637
Green beans 0.3 R85 R319 R404
Total 1.65 R745 R1946 R2691

EFO members stated that since the farmers werdnndirect contact with their
market and lacked the relevant knowledge and skillsyarketing, this allowed for
exploitation by the middleman. For instance, EF@mnhers indicated that sometimes
Woolworths rejected products because they did negtngquality standards and the
middleman would sell those products to other marlagtconventional prices without
consulting the farmers. EFO members stated tieatiddleman would claim that the
farmers’ products had been rejected, but this cowdd be verified. As a result

farmers lost projected profit. Low levels of ediima and lack of relevant marketing
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skills were stumbling blocks to EFO, resulting inop communication with the

middleman while relying on him to negotiate contsaand prices on their behalf.
Machethe (2004) and Wynne & Lyne (2003) suppos fimding by stating that a lack
of relevant information creates opportunities fepleitation of farmers and increases

transaction costs for smallholder farmers.

Since March 2006 prices had been on an upswing EB@ members’ point of view

and farmers were now waiting for only one monttbépaid compared to a longer
wait previously. Farmwise Distributors encouradadners to increase production
because there was a great demanéfeadumbe.However, EFO members indicated

that their biggest constraint was insufficient feand to increase production.

6.3 Transaction costs as a barrier to market partigbation

A number of barriers exist among three farmer gsoypeventing effective
participation in markets. This section aims tospré transaction costs as a barrier to
market participation. Other barriers to markettipgration are discussed in the
following section. Table 6.4 illustrated marketidgannels used by smallholders and
problems encountered by farmer groups that areceded with a lack of
infrastructure and other services that should begiged by local municipalities.

Regardless of the marketing channels farmers usbdther in formal or informal
markets, farmers faced numerous transactions co$tgese transaction costs include
hiring a tractor, purchasing agricultural inputsdareorganisation of household
resources, such as income, in order to produce gbndor markets. Table 6.6
illustrates the transaction costs faced by smalliolfarmers and factors that
contributed to the increase of transaction coBislgado (1999) states that transaction
costs differ among farming households due to asyin@san access to assets, market

information, extension services and remunerativekeia.
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Transaction costs as barriers that hampemarket participation among farmer
groups, focus group discussions, 2006

et

et

Farmer Transaction Costs Factors that increased| Challenges faced when
group transaction costs participating in markets
Izwi Hiring a tractor to prepare land. | Lack of extension Lack of access to relevant mark
Lamadoda Purchasing inputs. services (advice, information (market location and
(Centocow) Transporting products to pension provide information and appropriate pricing).
payouts. introduce new Lack of relevant marketing skills
Reorganisation of household technologies). and knowledge.
resources such as income in ordetow level of education | Poor road network and poor
to produce enough for markets. | (pricing, negotiating). | access to main road (inability to
Poor road conditions. | reach potential buyers).
Poor proximity to Lack of relevant facilities for
markets. storage, processing and
packaging to retain quality and
add value to products.
Transaction costs.
EFO Hiring a tractor to prepare land. | Low level of education | Limited productive land for
(Mbumbulu) | Purchasing inputs. (pricing, negotiating). | expansion.
Costs of searching for trading Lack of own transport. | Lack of own transport.
partners with whom to exchange| Proximity to markets. | Lack of access to relevant mark
Costs of screening partners. Poor road conditions. | information.
Costs of bargaining. Lack of relevant Lack of relevant marketing skills
Transporting the products to extension services and knowledge.
Farmwise Distributors. (advice, provide Poor road network and poor
Hiring labour. information and access to main road (inability to
Reorganisation of household introduce new reach potential buyers).
resources such as income and | technologies). Lack of relevant facilities for
labour in order to produce enough storage, processing and
for markets. packaging to retain quality and
add value to products.
Transaction costs.
KwaNxama- | Hiring a tractor to prepare land. | Low level of education | Lack of productive land to
| Purchasing inputs. (pricing, negotiating). | increase production.
ala farmers 2 -
Reorganisation of resources suchPoor road conditions. | Lack of access to market
(Muden) as income in order to produce Proximity to markets. | information.

enough for consumption and
markets.

Lack of relevant marketing skills
and knowledge.

Poor road network and poor
access to main road (inability to
reach potential buyers).
Transaction costs.

Table 6.7 illustrates the services needed for betteket participation that could play

a role in decreasing transaction costs. Tablea®d@ compares results from the IDP

analysis (figure 5.1) and farmers’ responses twicerdelivery. Some of these

services were indicated by NEPAD (2002) as enabtiogditions for agricultural
growth. Kirstenet al (1998) stated that there is a need to afford $mlaler farmers

access to existing agriculture markets and alseeal o ensure that farmers have a

chance to sustain their activities and prosper.
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Table 6.7 Conditions related to service delivery t@reate enabling conditions for market participation using IDP analysis and focus group discussions,
2006
Services needed fon IDP analysis (Chapter 5) Farmers’ response
marketing activities
Physical infrastructure Ingwe municipality Izwi Lamadoda
¢ Roads, » Key Performance Areas listed projects not fundeinptemented. *  Not well located to expand their market becauggooir road network.
e Electricity, » Lack of integration between District & Local murpalities’ priorities. * Lack of electricity poses a problem in quality obgucts (storage, processing

Water reticulation.

Lack of participation & commitment from service pigers (Service
Centres & Wards).

Lack of funding.

Mkhambathini municipality

Poor road network in tribal areas characterisedapgrtheid planning
system.

Urban areas better serviced than rural areas.

Lack of sufficient municipality capacity.

Programmes to provide electricity in tribal areestill to be implemented,
Msinga municipality

Poor access to roads in traditional authority areas

Electricity only provided in urban centres (Pomerdygela Ferry & Keateg
Drift).

Present electricity grid is overloaded preventimghfer connections.

D

and grading).
Need cold rooms, processing & packaging facilities.

Road network is poor increasing transaction costs.
Lack electricity to process, store & package tpedducts, rely on middleman.

KwaNxamalala farmers
Roads not in good condition.
Lack electricity.

Facilities for processing,
packaging, grading and
storage e.g. packhouse.

Ingwe Municipality

Facilities are not present.
Mkhambathini Municipality
Facilities are not present.

Msinga Municipality
Vegetable packhouse in Tugela Ferry.

Izwi Lamadoda
Quality of products is compromised due to inappidprstorage & packaging.

EFO
e Lack of facilities increases transaction costs.

Previous great reliance on middleman.

KwaNxamalala farmers

Could be processing their products (adding valdejhéy had appropriat

facilities.

Communication services

Telephones,
Cell phone
reception,
Faxes & e-mail.

Ingwe Municipality
Not present in some traditional authority areas.

Mkhambathini Municipality
Not present in some traditional authority areas.

Msinga Municipality
Limited access to communication services in rerflateal) areas.

Limited resources to address service backlog.

Izwi Lamadoda

Lack landline telephones.

Cellphone reception is not good.

Ability to communicate with potential markets istliered.

Do not have landline telephones.

Some members do not have cellphone reception.

Poor communication with markets, middleman and maebuyers.
KwaNxamalala farmers

Do not have landline telephones.

Cellphone reception is not good.
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lzwi Lamadoda, EFO and KwaNxamalala farmers arewwdt serviced in terms of
physical infrastructure, such as roads. Once lowket demand has been supplied
lzwi Lamadoda and KwaNxamalala would have to looknore distant markets and
this will increase transactions costs. Potentiglens from far could also encounter
problems when trying to reach farmers because of pacal road networks and
access to main roads. EFO is also not well locgembraphically, as farmers are
living far from the main road between Pietermaititzppand Durban (N3) and this
could increase transaction costs. The cellphooepte®n in the three communities is
not good and as a result the use of cellphonestoldite and access market prices is

limited.

The road network in Mbumbulu was in a poor conditduring this study. Farmers
living far from pick-up points in Mbumbulu and faems whose farms were far from
the road used donkeys to transport their produgectoup-points (where middleman
used to collect their products). EFO now hire &iscle and transporamadumbe
directly to Farmwise Distributors but they stillateto transport crops from farms and
homesteads to the vehicle collection point. Kwalakla farmers were the only
group that have access to a vegetable packhoukeyifwanted to expand markets.
Due to constraints related to a lack of financiedaurces and lack of access to
productive land, KwaNxamalala farmers planted snpddlits that only produced

enough crops for subsistence and selling to comiyyumembers.

6.4 A summary of marketing constraints and barriersin accessing markets

faced by farmer groups.

When investigating barriers to market participatawnong smallholder farmers, it was
important to examine what kind of constraints farsrface that hinder their ability to
participate in markets or accessing markets. Tie®igus sections in this chapter
have presented areas of concern with regard to kighsaction costs among
smallholder farmers. This section will criticallgvaluate the implications of
marketing constraints and barriers in order tcstlate some other barriers to market
participation among farmer groups.
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EFO and Izwi Lamadoda lacked facilities for storage handling to retain quality so
that even when products were off-season consunoettd still buy them (table 6.6).
EFO produced organic crops individually and maritetbem collectively to a
packhouse in Amanzimtoti. The packhouse suppliextal chain, Woolworths, well-
known for its high quality products. Due to poarads in Mbumbulu, farmers
transported crops to pick-up points by carryingrhen their heads or transporting by
donkeys. Some of the crops were damaged, incggasiances of products being
rejected. Adams (2004) illustrated that some Iresapermarkets supplied by

smallholder farmers do not compromise on quality.

When EFO was using a middleman, after producingnéas managed storage
(leaving crops on the ground) and transportatioprofiucts to pick-up points while
product inspection and market access was managedntigdleman: problems arose
in both instances. The reason why farmers lefb€itia the ground was because EFO
did not have appropriate storage facilities, susle@d rooms and appropriate storage
sheds. The impact of leaving potatoes in the gltasircurrently been investigated by
a PhD study at the University of KwaZulu-Natal.

There were some problems associated with collectharketing among EFO

members because EFO was a big group. In the pa6t,members produced similar
crops amadumbgesweet potatoes and potatoes) that were soldeasdme market

(Woolworths) by a middleman. During a focus gradipcussion, EFO members
indicated that some of their crops were not sol&/ablworths because, according to
the middleman, their market was saturated. Theallaman sold products that were
not sold at Woolworths to conventional markets. OBRdicated that they were not
sure if they were obtaining correct profits andcsithey were marketing collectively

farmers were not sure if the distribution of incees was accurate (table 6.2).

Table 6.7 indicated that one of the major constsaiaced by the farmer groups was
that farmers were not well serviced in terms of @l infrastructure and were far
from markets and potential buyers. Road network€entocow, Mbumbulu and
Muden were not good and were a challenge for fesrteereach other markets. lzwi
Lamadoda is located in a remote area far away freenvice providers.

KwaNxamalala farmers are located near urban cetikesKeats Drift and Tugela
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Ferry, close to service providers and consumer@mn products. The distance to
markets, together with poor infrastructure, poareas to resources and information

(table 6.1) could result in decreased or no magvkeicipation.

IDP analysis for all municipalities in chapter Svealed that the level of education
was low and the unemployment rates very high int@mw, Mbumbulu (traditional
areas) and Muden. Low levels of education and tdakelevant marketing skills and
knowledge among farmer groups created an inalidityegotiate better deals when it
came to market access, whether farmers were usang-date marketing or
middlemen. Table 6.7 also illustrated that thenfar groups faced similar problems
even if one group had access to a formal market shillt encountered similar
challenges that farmers selling to informal markditk Farmers’ perceptions were
that agricultural marketing reform had little impan smallholder farmers since they

faced similar barriers in formal and informal maikeg.

Little effort has been made to implement agrica@tupolicy reforms. Farmers’
perceptions indicate that these reforms have nademany positive impact on
smallholder agricultural and marketing activitiesThis chapter has also shown
barriers that smallholders face when participatmgarkets. Most of these barriers
are due to lack of service provision, infrastruetdevelopment and local economic

development that does not benefit smallholder fasme
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Chapter 7

Conclusions and Recommendations

The main objective of this study was to investiga&griers to market participation
among three farmer groups in rural areas (Centoddiwimbulu and Muden) of
KwaZulu-Natal. This investigation used triangutatias a method to check and
establish validity of the results. Triangulatiowwluded comparison of the analysis of
agricultural policy reforms, focus group discussi@md Integrated Development Plan
analysis. Agricultural policy reforms identifiecbfn literature and included as topics
in an interview guide were used to conduct focusigrdiscussions. After conducting
focus group discussions, available 2005-6 to 200BHs for Ingwe, Mkhambathini
and Msinga Local Municipalities was analysed. Thigs done to determine if
Municipalities had created conducive marketing emwvinents for smallholder

farmers and validated farmers’ responses.

To facilitate this investigation, the following quioblems were investigated: -
* Farmer perceptions of agricultural policy reformserav investigated to
establish the implications of these to them as rolaler farmers.
» Marketing channels used by the farmer groups wereiavestigated to assess
ways in which farmers were participating in markets
» Constraints related to marketing were investigatedng farmer groups.

» Barriers to accessing markets among farmer gro@pe mvestigated.

7.1 Conclusions

Agricultural policy reforms aimed at incorporatingmallholder farmers into

commercial agriculture by removing barriers thatder smallholder farmers from
entering larger scale agriculture have failed foe three groups. One of the
government’s strategies to address problems fagegeople was to create IDPs
through municipalities that would translate polisgforms, including agricultural

policy, into action. Despite these considerabfermas, farmers perceived agricultural
policy reforms as non-existent or inapplicable heit needs. Local municipalities

failed to implement relevant projects, such as owjg roads, water reticulation
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infrastructure, electricity, access to telephonas marketing services. Results from
IDP analysis show that due to lack of commitmeaifrcontracted service providers,
some of the projects were planned and budgetebduiowere not implemented. This
resulted in farmers needs not being addressed. d Wauncillors (Ingwe Local
Municipality) lacked commitment and participatiom implement the planned

programmes.

Lack of experience with agricultural policy reforneervice delivery, infrastructure
and local economic development explains the cuckalienges faced by smallholder
farmers. The following barriers to market partatipn are also regarded as threats to
smallholder agriculture: -
* Lack of access to relevant market information (reilkcation, pricing and
crop management: handling),
» Lack of relevant marketing skills and training,
* Poor road networks and poor access to main roadbility to reach potential
buyers),
» Lack of relevant facilities for storage, procegsiand packaging to retain
guality and add value to products,
* Lack of communication services,
» Lack of infrastructure for irrigation,
» Lack of access to credit,
* Lack of own transport,

» Limited productive land for expanding productivigd

Nevertheless, such challenges have not stopped Ihehd@r farmers from

participating in formal and informal markets usutifferent marketing channels. This
showed the farmers’ willingness to participate e markets even when conducive
environments for better market participation wefesemt. Regardless of the
marketing channels farmer groups were using, fasmere still not geographically
well located to fully participate in the marketsakmg it difficult to reach formal and

informal markets. Therefore, smallholder farmeesed appropriate infrastructure
(e.g. roads to transport produce to market) andices (e.g. credit to finance

agricultural inputs) to enhance production and retnkj.



77

Improving market access among smallholder farmlersugh policies and acts is
inadequate. Farmer perceptions of agriculturaicgaleforms are that smallholder
farmers have not been integrated and assisted t&r @ommercial agriculture.

Smallholder farmers need sustained support to entuat they produce quality

products that are acceptable to the markets. tutisthal innovation, such as farmer
services, is required to overcome these problehimss could assist to improve access
to markets, credit, appropriate training, provisioh infrastructure and service
delivery relevant for marketing. Therefore, optoto stimulate the transition of

smallholder farmers to fully participate in the ikets need to be explored.

7.2 Policy implications and recommendations for impvement of smallholder

farming and marketing

Effective public participation is encouraged in tB& process because farmers would
be able to identify programmes relevant to theiecdiz needs and who to hold
responsible when projects are not implemented. s Tiwolvement will improve
policy implementation and farmer perceptions mayange because they have
contributed. Wards councillors could play a ratefacilitating public participation
and empowering farmers to make such a contributiohhe agricultural marketing
reform lacks training programmes to incorporate |Broller farmers. Good training
from relevant stakeholders, such as the Departwiebabour (through programmes
for skills and development) is needed so that sroller farmers are able to market

produce using marketing channels that are suitable.

Furthermore, smallholder farmers with low levelsdfication need to be empowered
with the relevant marketing skills and knowledgeotigh training links that may be
provided by extension services. The recommendaisorthat government, in
particular, consider introducing extension officenho are knowledgeable in
areas such as marketing and organic productiondore sustainability of smallholder
farmers’ projects. This may require training ottemsion officers through formal

college education or other appropriate accredi@ding. Extension officers who are
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well versed in marketing may increase market padicon of smallholder farmers

and decrease some of the constraints farmers face.

An implication for policy making is that investmeint good physical infrastructure
may encourage smallholder farmers to participafect¥ely in better markets.
Agricultural market deposits should be brought eta® farmers in order to address
the problems of proximity to markets. This may dmne by establishing market
infrastructure that includes collection points appropriate transport systems (from
the fields to collection points). Farmers couldiva® their products to the nearby
distribution points if they have the right equiprhenThis initiative could be
undertaken by the private sector. Addressing tteva problems will remove some
the barriers faced by smallholder farmers and aldb assist farmers to overcome

these barriers.

Strategies to give effect to agricultural policyedefurther attention to overcome
implementation problems. Therefore, creative timgkand greater commitment by
all parties (policy-makers, relevant government aftpents, district and local
municipalities) involved in agriculture are needtml overcome implementation

problems.

7.3 Implications for further research

Given the nature of smallholder farmers in Southicdf outlined in this study,

critical public investments in infrastructure deny@inent are required to promote
smallholder agriculture. Smallholder agricultusesaid to be a small but growing
sector and this study has shown that even undécudif conditions smallholder

farmers continue to participate in markets. Altilosmallholder farmers participate
in informal markets, this contributes to developimeinskills and knowledge that can
be instrumental in the formal market. Further agsle could investigate new areas of
public investment required to support smallholdemnfers or investigate how market
performance can be formulated to enable poor swiddh farmers to access
commercial markets. This study also identified thek of financial support and

provision of services as barriers to market paéton. Options for financing
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smallholder farmers and delivery of such services rtiral areas should be

investigated.
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Appendix A
INTERVIEW GUIDE
1. South African agricultural policy reforms andaolder farmers:
* Land reform
e Agricultural trade
* Finance
* Farmer support services
2. Smallholder farmers’ response to these refoimmngeneral.

3. Could the results of these reforms to smallhdlaemers be:

access to markets?

increased productivity?

changed production patterns?

increased overall income?
4. Market access and availability.
5. Marketing knowledge and skills, present andilagk
6. In relation to marketing policy and the new Mgtikg Act, have markets become
more competitive?
7. Has market performance improved in terms of lomearketing costs and better
services?
8. Describe marketing channels that you use andlgms encountered. (Also
investigating marketing constraints).
9. Enabling conditions for better market participat(what are these conditions, their
benefits and what is lacking?): -

» infrastructure (roads)

* transportation
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» facilities for storage, packaging etc.

» and other support services such as extension wffice
10. Describe the marketing costs that you encolftrarsaction costs).
11. Major constraints that you are faced with wiparticipating in the markets and
when trying to access markets (barriers to martetss).
12. Management structure to negotiate (prices,raots, etc.) with your markets
(does it exist?).
13. In your opinion, what factors and policy changee still needed to move
agricultural policy reforms forward and make thenoren beneficial for you, as
smallholder farmers?
14. What is the appropriate role of the governmiant new, liberalised market

environment, in your opinion?



