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International experience...




Agricultural employment in various countries
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the agricultural sector.
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Domestic picture...




Evolution of farm sizes in South Africa

. The total area farmed in South Africa grew from 77.8 million hectares in
1918 to a peak of 91.8 million hectares in 1960, and declined to 82.2
million hectares in 1996, and has somewhat stabilised since then.

. Over this period, the average farm size in South Africa increased to
about 2 113 hectares per farm in 2007.

. In line with the increasing farm sizes, crop production also increased — as
illustrated in the case of maize in the chart below.
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The SA agricultural sector is mechanising ...

Value of South Africa’s agricultural machinery, implements, motor vehicles and tractors
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... which somewhat led to a decline in employment

. The total number of people employed on South African farms increased Jobs in the South African agricultural sector

from levels around 780 00 in 1910 to a peak of 1.8 million in 1961. 1800 -

Thereafter, it decreased to about 800 000 in 2010s. 1 600

. It is also worth noting that the mix of regular and seasonal labour in 1400 -

agriculture has also shown marked changes over the years — from levels

around 35% share in 1910 to about 53% in the 2000s, according to data form 1200

Liebenberg (2013). _ 1000
. The aforementioned changes in the labour market were partially caused by 800

changes in regulations — particularly the introduction of the Basic Conditions

of Employment Act of 1993, as well as the Extension of Security of Tenure 600

Act of 1997. Literature shows that these legislative changes led to farmers 400

favouring seasonal labour, instead of permanent (Liebenberg, 2013).

200

1910's  1920's  1930s 1940s 1950s 1960s 1970s 1980s 1990s  2000s  2010's

000 jobs

1910s  1920s 1930s 1940s 1950s 1960s 1970s 1980s 1990s  2000s
Decade Averages (thousands)

Family 78 83 80 61 56 57 40 24 17 11
Regular 411 523 730 699 773 806 704 677 603 411
Casual 265 354 467 583 738 716 584 485 349 417
Domestic 8 0 0 28 137 123 94 61 20 0
Owners 48 65 76 94 93 86 64 54 46 37
Total (excl. 802 1025 1354 1438 1661 1665 1392 1241 1014 896

El

Domestic)

Source: Liebenberg, Statistics South Africa, Agbiz Research



SA agricultural employment trends by subsector and province

The field crop and horticultural industries are the leading employers in South African agriculture...

* About two-thirds of South Africa’s 100%
agricultural jobs are in the
horticultural and field crop space. 80%
While employment has declined
over time, in the past nine years 60%
there has been minimal changes
in the number of people 40%
employed in this subsector.
20%
* Other subsectors include: game 0
. . 0
farming, animal husbandry, Jan-Mar 2008 Apr-Jun 2009 Juk-Sep 2010 Oct-Dec 2011 Jan-Mar 2013 Apr-Jun 2014 Juk-Sep 2015 Oct-Dec 2016 Jan-Mar 2018
forestry and fisheries. The
employment trend in these H Field crops and horticulture ~ m Livestock ~ m Other subsectors
subsectors have also been
sideways over the past 9-years. _ the provincial (agriculture) employment trends also supports this view. The WC, LP and KZN are amongst the leading horticulture producing provinces
200 -
* The benefits of improvements in
the Western Cape’s weather 160 -
conditions are evident in the third
quarter agricultural jobs data,
which boosted the overall @ 120 1
sectoral employment by 3% y/y to -g
842 000 jobs. S 80
* The other provinces that made a 40 A
notable contribution were
Eastern Cape, Northern Cape, 0
North West and Limpopo, ' ] ' '
through the increased activity in Western Cape Limpopo KwaZulu Natal Mpumalanga Eastern Cape Free State North West Gauteng Northern Cape
the field crops and livestock = Jul-Sep 2017 = Jul-Sep 2018

subsectors.

Source: Statistics South Africa, Agbiz Research
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South Africa’s agricultural production and trade performance

Perspective: SA agricultural production performance (2011-2015)...
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SA is a net exporter of agricultural products...
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South Africa’s agricultural exports by region

5000000 1 Top export products
e Edible fruits
* Beverages and spirits
4000000 -
* Processed vegetable and fruit
* Grains
S 3000000 - s Wool
(2 * Sugar
* Meat
2000000 - * Animal and vegetable fats
* Dairy produce
* Tobacco
1000000 -
w Key ta keaway

' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' ' In 2017, South Africa’s agricultural exports grew past
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

USS$10.0 billion for the first time. This is a 15 percent

s \ff{CQ e E Asia Americas ROW . .
increase from 2016 — a year that was characterised by El
ROW represents Rest of the World y ¥

Nifio induced drought. 11

Source: Trade Map, Agbiz Research



Issues that could constrain growth and job

creation in SA agricultural sector...




Issues that could constrain growth and job creation in SA agricultural sector

* The uncertainty regarding SA’s land reform policy is a key risk in the near term

Climate change (the sector’s ability to adapt)

Water rights regulations

Lack of biosecurity measures for domestically produced and consumed products

Infrastructure constraints in some farming areas, particularly former homelands
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Sentiment in SA agricultural sector at the moment and the potential impact on investment?

Agbiz/IDC agribusinesses confidence and Investment....

+ There’s fairly good correlation Index Rbn
between Agbiz/IDC agribusiness 65 - - 29
confidence and investment in the == Agbiz/IDC Agribusiness Confidence Index e GFCF in Agriculture (RHS)
sector. 60 - - 20

- 18

 Agriculture is the third biggest 5 1
mechanised sector after mining - 16
and energy — therefore, it needs 50 ~ L 14
investment to continue driving
growth. 45 - L 12

* After being sustained at levels 40 10
above 50-point mark in the past 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
two quarters, the Agbiz/IDC
Agribusiness Confidence Index ...confidence drives agricultural production (in addition to weather dynamics)
declined by 6 points to 48 in the
third quarter of 2018. This is the a9 = GDP (Agriculture) (LHS) e Agbiz/IDC Agribusiness Confidence Index (RHS) Index
lowest level since the second
quarter of 2016, which was a 55 - - 70

drought year. 45 | o
* With the results now below the 35 7 - 60
neutral 50-point mark, this 25 1 55
essentially means that the 15
agribusinesses are somewhat 5 - 50
downbeat about business 5 : ' - 45
conditions in South Africa. The L 40
survey was conducted in August 151
2018 and comprised -25 1 r 35
-35 30

agribusinesses operating in all - -
agricultural subsectors across 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

South Africa.

Source: South African Reserve Bank, Statistics South Africa, Agbiz Research



FDI’s declining in SA agriculture. Is the sentiment encouraging to change this trend?

* FDI in South African agriculture Agriculture
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LAND REFORM: we should be thinking more about PPP models for fast-tracking the transfer pace

Here is an example that we proposed a few months back:

Government Grant
Contribution (all funds
earmarked for land reform

Support from

Land Bank Mortgage at Beneficiary agribusiness
subsidised interest rates Land reform (screened and

fund at Land selected by
Contribution by donors and Bank District Land

private sector foundations Committee)
Support from

mentors

Agric support funds (CASP)

There are many models to be studied and explored such as:
* Agbiz/BASA model

* NDP approach (which was never fully implemented), etc

Source: Kirsten and Sihlobo (2018)



Closing points:

Which subsectors have a potential to create jobs and growth in SA agriculture?

Where should expansion happen?




Here are the industries areas that we should focus on in the near term

The focus should be on labour-intensive commaodities, such as

horticulture and sugar cane. This could have a positive spill over to job

creation.

This expansion can potentially happen in the Eastern Cape, KwaZulu-

Natal and Limpopo, where there is over a million hectares of
underutilised arable land (currently under traditional authorities).

All three focus provinces have unused land suitable for agriculture
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B Protected area

B Suitable, unused land

Limpopo

Over 300,000 hectares of
high-potential land concentrated
near the southwest corner of the
province

KwaZulu-Natal

The highest concentration is in the
northeast, surrounded by several
protected areas (including the
Tembe National Elephant Park),
with nearby water access from
lakes Sibhayi and Jozini

Eastern Cape

The bulk of the opportunity resides
in a single ~250-kilometre band,
which stretches from East London
on the coast past Queenstown to
the north. Steep areas increase
the difficulty of establishing large,
continuous development zones

SOURCE: McKinsey ACRE tool: ConScience; McKinsey & Company Geospatial Analytics; The World Database on Protected Areas; McKinsey Global Institute

analysis

NDP, Mckinsey Global Institute, Agbiz Resea

High growth potential

Olives n
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ShEEDFGUﬂW Avacados
. i Nectarines Magos
Cattle  Wool Citrus  plums, Prunes  Table Grapes
Lucerne, Dats, Hay Raisi
, Dats, . Anplas aising
{elow maize e coren Pigrs Bananas Vegetables
- E””F?WEF Pigs Sugar cane Litchis
Non-Labour intansive anold Labour intensive
<0.01 Labour/ ha
/ Wheat Paaches »1.3 Labour/ ha
White Maize Tobacco  Apricots
Barley Groundnuts .
Sorgham Wine
Farestry

Low growth potential
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Concluding remarks...

Can the NDPs agricultural employment targets be met?

* Yes (to some extent). International experience shows that the agricultural sector can play an important

role in absorbing labour and increasing labour participation.

* This is especially the case when taking into account the fact there is vast untapped potential in KwaZulu-

Natal, Eastern Cape and Limpopo.

* The key subsector to focus on is horticulture (it is labour-intensive), and there is also a growing demand

for horticultural products both locally and in the global market.

* Most importantly, the upskilling of current agricultural labour force to align with changing technological
environment, increasing investment, research and development, and financial support (to developing

farmers) are key to improving the sector.
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Thank you for your attention...

Contact details:

Wandile Sihlobo

Agribusiness Research, Agricultural Business Chamber (Agbiz)
Email: wandile@agbiz.co.za

Twitter:_ @ WandileSihlobo

www.agbiz.co.za

Disclaimer:

Everything has been done to ensure the accuracy of this information, however,fé\gbiz takes no responsibility for any losses or damage incurred due to the usage of this
information.
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