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Abstract
This is the third paper of a series of research papers that examines the barriers to entry and
expansion facing emerging farmers in the South African agricultural sector. This paper focuses on
the barriers to entry and expansion facing emerging farmers to market their products in the
agricultural sector relating to grading, exclusionary standards and regulations, packaging and
branding requirements by retailers and access to shelf-space in retail markets. The paper examined
these issues in a selection of key agricultural markets, namely; grain, poultry, red meat, wool and
fresh produce (potatoes and citrus fruit). The authors observe that barriers exist in the identified
market value chains. In the grain market, there is lack of training for farmers on grading standards,
production and market planning, while in the poultry market the challenges relate to lack of local
production capability, information asymmetry and the impact of dumping of imported chicken on
the local industry. There are further high barriers in the retail and export channels of the fresh
produce market due to stringent compliance requirements. The challenges faced by emerging
farmers in the red meat industry is with regards to trading their livestock through certain
marketing channels such as abattoirs. In the wool industry, the barriers observed relate to
information asymmetry, adverse market trends and veld and herd management but these barriers
are not insurmountable as there are alternative marketing opportunities. Recommendations are
made to facilitate the entry and participation of emerging farmers in these select markets.
Keywords: barriers to entry, emerging farmers, access to markets, Agricultural Product Standards
Act, Department of Agriculture, Land Reform and Rural Development.
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1.

Introduction

The agricultural sector in South Africa is highly regulated, as there are over thirty pieces of
legislation administered by the Department of Agriculture, Forestry and Fisheries (DAFF). Each
agricultural product is regulated by specific legislation, which is constantly amended as the market
dynamics change and new policies are introduced. The legislation includes specific requirements
relating to grading, packaging, marking, health and safety, import and export standards for each
agricultural product.1 There are also various industry associations and organisations for each
market that are responsible for promoting the interests of their members and their compliance
with these standards.
This paper examines the barriers to entry and expansion facing emerging farmers to market their
products in certain key agricultural markets. These include standards for grading, packaging and
marking of products imposed by regulations, industry associations and retailers that inhibit the
effective entry and participation of emerging farmers. The paper examines these issues in a
selection of key agricultural markets, namely; grain, poultry, red meat, wool and fresh produce
(potatoes and citrus fruit). Recommendations are made to facilitate the entry and participation of
emerging farmers in these markets, including highlighting the opportunities for expansion in key
export markets.
Below is an outline of how this paper is structured and the themes to be covered under each
section.
Section 2 outlines the value chain in relation to agricultural marketing. Section 3 provides an
overview of agricultural marketing in South Africa. Section 4 introduces the research problem and
lays out the problems as identified by stakeholders which the research will seek to test. Section 5
outlines the research methodology used. Section 6 discusses the barriers to entry facing new
entrants in various agricultural markets where stakeholders have raised concerns and the
competition authorities have made interventions including grain, poultry, red meat, wool and fresh
produce. Section 7 provides the authors' observations and recommendations on the barriers to
entry and expansion identified. Section 8 will provide a conclusion on the findings of the research
project.
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Department of Agriculture, Forestry and Fisheries. Accessed from:
https://www.daff.gov.za/doadev/sidemenu/links/legislation.htm last accessed on 16 April 2019.
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2.

Understanding the value chain in relation to agricultural marketing

In the first and second papers of the research project, the authors illustrated the common factors
in a typical market-orientated agricultural value chain, as depicted in Figure 1 below. This paper will
focus on the elements of agricultural marketing highlighted in red above.
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Figure 1: Market-orientated agricultural sector value chain
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3.

An overview of the Agricultural Product Standards Act No. 119 of 1990

This Act provides for control over the import, sale and export of certain agricultural products with
a view to maintaining certain standards regarding the quality, marketing, packaging and labelling
of the products. Agricultural products are regulated in terms of this Act, unlike other industrial
products which may be regulated by the South African Bureau of Standards (SABS). The subdirectorate of Agricultural Product Quality Assurance, under DAFF, is responsible to standardise
quality norms for agricultural products by establishing the criteria for such norms. These criteria
include the quality, packaging, marketing and labelling as well as the chemical composition and
microbiological contaminants of the products. These standards are published in the Government
Gazette under the Agricultural Product Standards Act No. 119 of 1990 (Agricultural Product
Standards Act). The standards are intended to be based on the specific needs of the South African
market and are usually harmonised with international standards.2

2Refer

to last accessed on 1 April 2019.
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The Minister of Agriculture, Forestry and Fisheries has further the authority to appoint assignee(s)
who on behalf of the ministry may be designated to carry out inspections for the purposes of the
application of the Act. Assignees may be any person, body, institution, association or board who
are subject matter experts with respect to the product concerned.3
Standardisation
Standardisation is an objective approach towards establishing effective and practical quality
standards. The advantages of standardisation are that product classification and grading
encourages consumer confidence and brings about greater market transparency. This means
consumers can expect a product of consistent quality when purchasing a specific grade or class of
product.
Aim of the regulations
The aim of the regulations administered by the Sub-directorate is to apply quality standards and
provide the consumer with products of consistent quality. The criteria applicable depends on the
type of agricultural product. The colour of an apple, the purity of a fruit juice, the composition of
cheese, the ingredients of a canned product and the fat content of a carcass are just a few
examples of the quality factors. Classification and grading may be based on several measurable
factors which are considered together.
Marking requirements
Prescribed marking requirements in the regulations are used to provide the consumer with
accurate and relevant information to identify the classification of a product. For example, class A
meat versus class B or C meat.
Enforcement of the Regulations
The Sub-directorate appoints assignees to undertake inspections at the point of sale, manufacture,
packing or export to ensure that the set standards and requirements are maintained and that the
benefits of classification, grading and marking reach the consumer.
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Agricultural Product Standards Act No. 119 of 1990.
4

The stages of agricultural marketing
The marketing systems of the agricultural products discussed in this paper are grains, wool, red
meat, poultry and fresh produce (potatoes and citrus fruit).4 Figure 2 identifies the main stages of
agricultural marketing. This provides a framework around which to structure the discussion.
Figure 2: The stages of agricultural marketing

Source: The authors’ own compilation
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The poultry market is comprised of chicken and eggs. This study will focus on the chicken market.
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4.

The research problem

Black and emerging farmers and other industry stakeholders interviewed have raised concerns
regarding grading of products, exclusionary standards and regulations, cumbersome packaging
and branding requirements by retailers, and access to shelf-space in retail markets. The research
aims to identify if the concerns raised are valid and if so, how they can be addressed to ensure that
all players in the sector have equal opportunities in accessing markets. The following aspects will
be examined:
I.

Grading

Stakeholders state that they experience discrimination during the process of grading the quality
of their products. In this regard, it is submitted that there is a general perception held in the sector
that products produced by black and emerging farmers are sub-standard in quality and thus graded
poorly. The implication is that these products are sold at a lower price in the market. In this regard,
the grading process is considered as subjective and open to exclusionary practices.
II.

Exclusionary standards

According to stakeholders, industry associations implement a set of standards for the grading of
products produced by farmers in South Africa. In some instances, it is argued that these standards,
which vary by commodity market, are cumbersome for small players and do not promote entry as
the cost to meet them is a hindrance to their participation in the various agricultural markets.
III.

Exclusionary regulations

Stakeholders also raised concerns about the impact of imported agricultural products that are
relatively cheaper, on local production in select agricultural markets, for instance, chicken. It is
argued that with cheaper products on the market, the local producers struggle to compete at the
lower price point. Compounding the situation is that products produced locally appear to be
graded poorly and struggle to compete with higher graded imported products. This has a direct
impact on production in South Africa which is in decline for some agricultural products.
IV.

Packaging and branding requirements

Certain stakeholders have also indicated that packaging and branding requirements vary across
retailers, which is a significant barrier for small players.
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V.

Access to shelf space

Stakeholders argue that in addition to the barriers encountered in the agricultural value chain,
there is also a barrier for small players and new entrants to access shelf-space at retail
markets/stores. For example, in order to supply products to larger retailers, they require long-term
supply commitments from farmers. There are further costs incurred by emerging farmers to obtain
a certificate for trade as well as the associated investments in infrastructure, which they submit
prevents them from competing in the market.
In this context, the authors are conducting this research to expose the market access and
regulatory issues further and to bolster efforts from industry players to address them.
5. Research methodology
The information contained in this paper was sourced through desktop research and by means of
questionnaires and interviews with relevant stakeholders such as the African Farmers Association
of South Africa (AFASA), National African Farmers Union (NAFU), Land and Agricultural
Development Bank of South Africa, DAFF, the Department of Land Reform and Rural Development
(DRDLR), National Treasury, Department of Planning, Monitoring and Evaluation (DPME), the
Bureau for Food and Agricultural Policy (BFAP), the National Agricultural Marketing Council
(NAMC), AgriSA, the Institute for Poverty, Land and Agrarian Studies (PLAAS), the Institute for
Market Agents of South Africa (IMASA), the South African Local Government Association (SALGA),
the Agricultural Research Council (ARC), GrainSA, Grain Farmers Development Association
(GFADA), CGA Grower Development Company, the Centre for Competition, Regulation and
Economic Development (CCRED), the Agency for Food Safety (AFSQ), South African Poultry
Association (SAPA), Emerging Black Importers and Exporters South Africa (EBieSA), Association of
Meat Importers and Exports (Ameisa), Product Control for Agriculture (ProkonSA), Citrus Growers
Association (CGA), Tshwane Fresh Produce Market, Johannesburg Fresh Produce Market,
Agricultural Produce Agents Council (APAC), Red Meat Producer’s Association (RPO), South
African Meat Industry Company (SAMIC), South African National Seed Organisation (SANSOR),
Cape Wool SA, Sovereign Foods and the International Trade Administration Commission (ITAC).
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6.

Examining challenges facing emerging farmers to access routes to market in agriculture

This paper draws from the challenges identified in product markets where the Commission has had
interventions (such as grain, poultry, red meat, wool and fresh produce (potatoes and citrus fruit))
and that have been identified by stakeholders. It systemizes a selection of the barriers into these
five (5) case studies. The case studies provide a basis upon which the barriers can be examined.
The authors note that the barriers identified may be applicable across other product markets in the
agricultural sector.
Grains
Grains include white and yellow maize, bread wheat, barley, oats, sorghum and oilseeds (sunflower
seeds, canola, groundnuts and soya beans). The principal participants in grain marketing systems
are producers, grain evaluators, brokers, millers, livestock farmers and animal feed processors.
Figure 3 shows a typical grain marketing system.
Figure 3: Typical grain marketing system
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Grains also undergo secondary processing and can be converted into products such as animal feed,
baked foods, breakfast cereals, cooking oils, starches and sugars. Given the versatility in end-use,
the marketing chain for grain tends to be complex. The Commission has made several
interventions over the years in abuse of dominance cases and penalties imposed on firms involved
in cartels to address issues of access to storage facilities for new entrants and smaller players in
the grain market.6 These interventions were considered in the second paper of this series of
research papers.7
Grading of grains
The grading of grains typically occurs at the assembly stage or when the product moves into
storage, during storage, or just before it leaves storage. The grading phase is not normally a
separate marketing stage.
The South African Grain Information Service (SAGIS), a non-profit company (laboratory), was
established on 11 November 1997, after the deregulation of the marketing and control boards in
South Africa. It was constituted to supply the grain industry with essential market information.8 It
is an independent laboratory and is not constituted by the government. It keeps a record of all the
grain producers in the country. SAGIS was established for the purpose of registration and
information gathering, processing and dissemination in respect of various grain markets in South
Africa. The four industries that are served by SAGIS are maize (white and yellow), oilseeds
(sunflower, soya bean, canola and groundnuts), winter grain (wheat, barley and oats) and
sorghum. It also monitors the import tariffs. The grading, packaging and marketing of these
products are regulated by the Agricultural Product Standards Act. The standards applicable to the
sale of these products in South Africa are set out in the enabling regulations to the Agricultural
Product Standards Act.9
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The Commission referred complaints to the Competition Tribunal on 20 December 2006 alleging that Senwes had charged
differential storage fees which prevented other traders from competing with it. The Commission and Senwes concluded a
Settlement Agreement. Senwes agreed to pay a R7 628 670.36 penalty. The Commission also initiated a price fixing case
against Grain Silo Industry (Pty) Ltd and 17 firms involved in the grain storage and trading industry on 17 March 2009. The
Commission concluded settlement agreements with the respondents.
7 Refer to page 57 of Working Paper CC 2019/02 accessible at http://www.compcom.co.za/working-paper-series/ last accessed
on 25 September 2019.
8 SAGIS Manual accessible at http://www.sagis.org.za/Legislation-InformationAct-Manual.pdf last accessed on 2 April 2019.
9Refer to http://www.sagis.org.za/grading_regulations.html last accessed on 2 April 2019.
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Buyers require a mechanism to signal which grades they are willing to purchase and at what price.
Therefore, producers, importers, storage companies, exporters and processors of grain must
register with SAGIS and declare to it the tonnage of sales of their crops. This is necessary to enable
SAGIS to make accurate market information available to role players and determine the capacity
available to meet the demand needs of the country for food security.

The volumes and

import/export parity figures are published on SAGIS’s website. Producers often use agricultural
derivatives from the JSE for price discovery and efficient price risk management for the grains
market. In this way, SAGIS acts as a reference laboratory. Prices vary among the different grades
of grains depending upon the relative supply and demand for each grade. Since the value of the
grain is directly affected by its grade, disputes can and do arise.
Usually, samples (about 10% of a bag) of different sizes of a load are taken from each lot delivered
to the depot of the buyer and these are tested for compliance with the accepted standards. The
results determine the grade into which the whole lot from which the sample came is classified to
determine the price to be paid to the grower. Typical variables used in grading grain include the
moisture content of the grain, the percentage of broken kernels, degree of discolouration in the
grain, the percentage of material other than grain (MOG) in a bag or load.10
The system allows the farmer to dispute the grade awarded to his or her crop. In such cases, the
farmer can submit a written request within a specific time to the depot through which his or her
crop was delivered. Typically, after grading is effected, the farmer is issued with a receipt showing
details of the type, quantity and grade of the crop delivered. The receipt constitutes an
acknowledgement by the agency that it is indebted to the farmer up to the value of the crop
detailed on it. From that point on, the marketing risk attached to the crop passes from the
producer to the agency.11 If the crop does not meet the quality standards, there is no off-loading
and the farmer must continue to store it in silos and incur storage costs.
Challenges faced by emerging farmers for grading of grain
Emerging farmers have raised concerns regarding the downgrading of their grains by inspectors.
They submit that they experience discrimination during the inspection process because their grains
are perceived to be of sub-standard quality and thus graded poorly. The implication is that the
grains are sold at a lower price in the market.

10
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Commodity Marketing Chapter 6 accessible at http://www.fao.org/3/w3240e/W3240E06.htm last accessed on 1 April 2019.
Ibid.
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Analysis of the grading standards
Grading is performed under regulations. Therefore, according to GrainSA, the process for grading
the crops is more objective than may be the case in the fresh produce market. It states that there
is very little judgment by a person. Farmers (emerging and commercial) do not have access to the
equipment necessary to perform the grading themselves. Therefore, they rely on the co-operative
or the silo owner to accept or dispute the grade allocated. There is pressure at harvesting time to
get the grain graded and off-loaded. Disputes arise about the grading of the grains at this time.
Some emerging farmers believe that their crops are unfairly downgraded. In order to prevent
disputes, GrainSA indicated that emerging farmers should receive training to inspect samples
themselves before submission to SAGIS for testing.
The authors reviewed the applicable grading regulations across the different types of grains. The
regulations contain tables that detail how the crops are graded and the marking system for
deviations from the minimum standards. It is noted that the standards as contained in the
regulations seem to be objective since grading is performed by machines. Grading of grains is not
exposed to subjective interpretation by an individual market agent in an auction. Rather, the
system is controlled by a laboratory using machines that measure samples based on the
prerequisites in the regulations. Therefore, the authors did not establish a need to redefine the
regulations in the grain markets.
However, there is a need for improvements in the grading system to ensure pro-competitive
outcomes for emerging farmers. These include creating a dispute resolution mechanism to receive
complaints and resolve disputes that arise in respect of grain quality so that discrimination is
eliminated.
Another problem raised by emerging farmers is information asymmetry. There is a need for
assistance to interpret the information on the grading regulations for emerging farmers. Emerging
farmers submit that they know where they can access the grading regulations (through
publications of commodity groups) however they experience challenges interpreting the
information and therefore require training on practical application. One of the reasons for this
information asymmetry problem is that training is usually only delivered in English and therefore
not understood by emerging farmers who speak the other official languages in South Africa.
Emerging farmers, therefore, prefer to receive information from farmers themselves.
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Analysis of the packing and marketing standards for grains
The regulations stipulate that grains of different classes and grades must be packed in different
containers. Each container or the accompanying sales document of a consignment of grain must
be marked or endorsed with either the class of the grain or cultivar or the grade.
The marketing requirements in respect of groundnuts are more stringent. All containers that
contain groundnuts must be marked clearly and legibly on each container or on a label with the
particulars of the owner, the processor’s code that was approved by the executive officer, the net
mass of the contents, the class, grade and count of the contents, the lot number of the
consignment and the country of origin. This is to ensure identification and prevent contamination
as some consumers experience allergies from nuts.
Stakeholders did not raise concerns regarding the packing and marketing standards for grains. The
regulations stipulate objective criteria for packing and marketing of grains and the standards
applied are necessary to comply with health standards for consumers. The authors did not find
that the standards are unreasonable and therefore should not pose a significant constraint on
emerging farmers. However, access to storage silos remains a competition concern and is
therefore addressed in the second paper of this series of papers.
Conclusion
Due to the challenges mentioned above in respect of the grading process, barriers to entry in
accessing the grain market persist for emerging farmers.
Poultry
Chicken is South Africa’s most consumed animal protein since it remains the most affordable meat
on the market. As the authors highlighted in the second paper of this series of papers, the market
is dominated by fully integrated broiler producers.12 The Commission has in the past initiated
complaints against breeding stock and broiler producers and the South African Poultry Association
(including its members). It focused its investigation on the largest players (Rainbow Chickens,
Astral, Pioneer Foods and Country Bird).13 It is estimated that only 2% of local production is from
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The major broiler producers include RCL Foods, Country Bird Holdings, Astral Foods, Quantum, Sovereign Foods and Kuipers
Group. These 5 largest producers account for almost 70% of total production and the two largest producers, RCL Foods and
Astral alone, represent almost half of the market
13 For more information on the Commission’s interventions in the poultry industry refer to page 45 of Working Paper CC 2019/02
accessible at http://www.compcom.co.za/working-paper-series/ last accessed on 25 September 2019.
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emerging farmers.14 Imports rank as the highest supplier in the local market. Figure 4 shows the
different marketing channels in the broiler market.

Figure 4: Marketing channels for chicken

Source: DAFF Agricultural Extension Training Paper 15

The sale of live birds occurs at the townships, peri-urban areas and in the rural areas of South Africa.
Broiler producers load broilers on their bakkies and sell to consumers. Hawkers buy the broilers
from producers at their farm stalls or depots for resale to consumers. Some producers perform
custom processing for abattoirs.16
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Refer to https://www.thedti.gov.za/parliament/2017/SA_Poultry_Sector.pdf last accessed on 26 May 2019.

15

DAFF Agricultural Extension Training Paper “The Boiler Industry” (2000)
https://www.daff.gov.za/daffweb3/Portals/0/General%20Publications/Agricultural%20Marketing%20Extension%20Training%20Pa
per%20No.9%20Broilers%20and%20Eggs.pdf last accessed on 1 April 2019.
16 Ibid.
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Constraints affecting the ability of emerging farmers to access the poultry market
As mentioned in the second paper of this series, emerging farmers face a challenge to maintain the
regular supply of day-old chicks to enable a constant supply of chicken. The historical relationships
of established producers within the market also make it difficult for new entrants, despite the
interventions of the government, other stakeholders and the emergence of joint ventures with
large producers. There is also the challenge of information asymmetry. As mentioned in the
context of grains, the same concerns arise with respect to the interpretation of the grading
regulations applicable to chicken. Although emerging farmers indicate they know where they can
access the grading regulations (through publications of commodity groups), the information is
only accessible in English and training on the practical application is usually delivered in English.
The lack of adequate training to interpret and apply the grading regulations restricts access to the
market. Another competitive constraint affecting emerging farmers is import competition, which
is discussed in the next section.
Import Competition
The import of chicken (mainly grade B) has been reported as a major challenge for local poultry
producers. According to SAPA, there has been a decline in the production of chickens in the
country.17 South Africa is still unable to produce enough quantities of broiler meat to satisfy
demand. Therefore, South Africa is relying on imports. Figure 5 shows the level of imported
chickens into the country has increased in recent years. Production growth has however been
significantly slower. It also shows that chicken imports into South Africa have increased by an
annual average of more than 10% since 2001, which has been one of the critical factors underpinning
questions related to competitiveness. Analysts submit that rising imports would suggest that there
is scope for expansion of domestic production if producers were able to compete more
successfully with imported products.18

17See

SAPA briefing to DAFF on 13 February 2018 accessible at https://pmg.org.za/committee-meeting/25773/ last accessed on 18
March 2019.
18 A collaborative report by the Bureau for Food and Agricultural Policy and the National Agricultural Marketing Council
‘Evaluating the competitiveness of the South African broiler value chain’ (2017) at page 12, accessible at
https://www.bfap.co.za/evaluating-the-competitiveness-of-the-south-african-broiler-value-chain/ last accessed on 18 March
2019.
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Figure 5: Chicken production and imports (2001 – 2018)
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Based on the South African Revenue Service (SARS) statistics, total poultry imports for 2018
amounted to 566 210 tons, an increase of 9333 tons in comparison with 2017 (556 877 tons).20
Poultry imports in 2018 were the highest in history, accounting for 33% of local demand. Imports
came mostly from Brazil, the United States, Argentina, Ireland and Denmark. In 2017, the total
value of poultry imports was R6.4 billion.21
Brazil is the largest source of poultry imported by South Africa. Values for the first half of 2017 show
that 52% of the imported poultry originated in Brazil. The United States was responsible for 19.5%
of South African imports and Belgium for 8.2%. However, BFAP has found that the largest increase
comprised bone-in portions from the European Union, which are imported duty-free and where
the cost of production was found to be higher than in South Africa.22
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https://www.bfap.co.za/evaluating-the-competitiveness-of-the-south-african-broiler-value-chain/ last accessed on 18 March
2019.
20 SAPA Summary Report of Poultry Imports Report for January 2019 accessible at http://www.sapoultry.co.za/pdfstatistics/summary-imports-report.pdf last accessed on 17 September 2019.
21See https://www.businesslive.co.za/bd/companies/land-and-agriculture/2019-01-16-sa-poultry-industry-wants-hefty-increase-intariffs-to-protect-local-industry/ last accessed on 18 March 2019.
22 A collaborative report by the Bureau for Food and Agricultural Policy and the National Agricultural Marketing Council
‘Evaluating the competitiveness of the South African broiler value chain’ (2017) at page 5, accessible at
https://www.bfap.co.za/evaluating-the-competitiveness-of-the-south-african-broiler-value-chain/ last accessed on 18 March
2019.
15

The African Growth and Opportunity Act (AGOA) is a United States trade Act which aims to
enhance market access to the United States for qualifying sub-Saharan African countries, including
South Africa. The renewal of the AGOA agreement means the approval of the 65 000-metric ton
quota annually at normal tariff rates for the United States. It is reported that this sent the local
broiler industry into a downward spiral.23
This has resulted in an on-going review by the International Trade Administration Commission
(ITAC) of anti-dumping duties on imports of chickens from the United States. In October 2016,
SAPA, RCL Foods and Afgri Poultry lodged an application with ITAC to initiate an increase of antidumping duties on imports of chickens from the United States.24 ITAC launched an inquiry but after
reviewing all the invited comments, ITAC found that the expiry of the anti-dumping duties was
likely to lead to a recurrence of dumping and of material injury to the local broiler industry. ITAC,
therefore, made a final recommendation to maintain the anti-dumping duties at 940 cents/kg for
selected tariff codes. On the 23 November 2018, ITAC published the draft amended AGOA
Guidelines pertaining to the rebate of anti-dumping duty on bone-in chicken cuts originating from
the United States.25
In February 2019, SAPA applied to ITAC for safeguard duties against European chicken imports.26 It
applied to ITAC for import tariffs on chicken to increase from 37% to the maximum allowed under
the World Trade Organisation rules at 82%. There are opposing arguments for and against the
imposition of increased tariffs on chicken imports. According to SAPA, large scale imports of
chickens have had an impact on smallholder farmers. Imports have resulted in 47% of smallholder
farmers (those with less than 5000 chickens) going out of business.27 The reason is that the
imported chicken competes in the wholesale market, where the smallholder farmers compete.
SAPA maintains its aim is to create an environment where the industry can grow.

23

Ibid. BFAP has done a study into the potential impact of AGOA related concessions on US anti-dumping duties (2015). See also
Lubinga, M., Nyhodo, B. & Ngqangweni, S. 2018, November. “The impact of anti-dumping duty on consumer prices of frozen
bone-in chicken portion imports from the European Union”
Available at https://www.namc.co.za/wpcontent/uploads/2018/12/The-Trumpet-Issue-4-30-November-2018.pdf last accessed on 19 March 2019.
24 “Dumping” occurs when a company exports a product to another country at a price lower than the price it normally charges
for the product on its own home market. If the exports of this “dumped” product causes material injury or threatens to cause
material injury to the domestic producers of a like product, an anti-dumping duty can be imposed.
25 The Guidelines are accessible at http://www.itac.org.za/news-headlines/itac-latest-news/amended-draft-guidelines-pertainingto-the-rebate-of-the-anti-dumping-duty-on-bone-in-chicken-cuts-originating-from-the-usa last accessed on 19 March 2019.
26 See ITAC http://www.itac.org.za/news-headlines/itac-in-the-media/chicken-imports-surged-to-new-high-in-2018,-says-poultryassociation last accessed on 19 March 2019.
27 Meeting with SAPA on 6 May 2019.
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However, the South African National Consumer Union (SANCU) and the Emerging Black Importers
and Exporters South Africa (EBieSA) have a different view. They warn that increasing tariffs on
imported chicken could hike local chicken prices by up to 32%.28 This is because according to BFAP,
every 10% increase in duties equals a 4.7% increase in the price of chicken on the shelf. In addition,
tariff increases may not address market inefficiencies.
Uncontrolled imports are a trade issue affecting countries and industries (e.g. steel and sugar)
worldwide. A similar experience with the effects of uncontrolled chicken imports is observed in
West Africa. For example, Cameroon, Senegal and Ghana. It is reported that because of imports,
70% of broiler operations in Senegal closed. In Cameroon, 120 000 people lost their jobs. In Ghana,
poultry processing plants were reduced to operating at 25% of capacity and feed mills were
reduced to 42% of capacity.29 In response, poultry industry associations in Ghana and South Africa
have signed a Memorandum of Understanding (MoU) opposing chicken dumping, specifically the
import of cheap chicken from the European Union.30 The MoU demands governments apply more
appropriate tariffs against dumping.
Imported chicken sold in South Africa can make it difficult for local producers to compete. In this
way, the local industry can be eroded. Emerging producers may go out of business and larger
operations cut production and restructure. If the poultry industry collapses, it will affect
supporting industries in the agro-food processing value chain. This is because poultry producers
buy almost half of South Africa’s maize and nearly all soya.
Analysis of grading, packing and marking of chicken
The industry is heavily regulated to ensure disease outbreaks are minimised and chicken
production is unhindered by crises.31 The authors considered the grading, packing and marking
regulations published under section 22 of the Meat Safety Act No. 40 of 2000. The Agency for Food
Safety (AFSQ), is an official assignee of DAFF, to enforce the regulations applicable to the grading,
packing and marking of chicken destined for sale in South Africa. The regulations contain tables
that detail how the chicken is graded and the marking system for deviations from the minimum
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Media Release EBieSA and SANCU on 17 April 2019. Not accessible online. See also https://www.iol.co.za/businessreport/economy/sa-emerging-chicken-importers-say-hiking-poultry-tariffs-would-hurt-consumers-21478990 last accessed on 14
May 2019.
29 Mail & Guardian ‘EU Chicken Dumpting Starves Africa’ (10 November 2017) accessible at https://mg.co.za/article/2017-11-1000-eu-chicken-dumping-starves-africa last accessed on 4 June 2019.
30 Signatories include the anti-dumping campaign, FairPlay Movement and the Food and Allied Workers’ Union (FAWU). African
Countries unite against chicken dumping’ 19 December 2017 accessible at
http://www.africanfarming.net/livestock/poultry/african-countries-unite-against-chicken-dumping last accessed on 4 June 2019.
31 Business Insider “Astounding stats show how much South Africans love chicken” (8 June 2018)
https://www.businessinsider.co.za/sa-loves-chicken-2018-6 last accessed on 1 April 2019.
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standards. Chickens (whole birds) are classified in three grades; grades A, B and C. The weight of a
bird is a primary attribute when grading the bird. The weight of the bird will vary by breed, sex and
age. It will also vary in accordance with the feeding regime of the bird.32
Both internal (cut into the chicken) and external tests are performed. Therefore, there are
elements of both objective and subjective interpretation by an individual evaluator.33 Samples are
tested on the chicken based on the state of nutrition, completeness of bleeding, trauma, evidence
of disease or abnormal condition, colour, odour, consistency, conformation and any
abnormalities.34
The regulations indicate specifications for marking of chicken by poultry abattoirs. The marks of
approval for poultry are required for high, low and rural throughput poultry abattoirs. The mark
must contain the registration number of the abattoir and certain official wording indicated in the
regulation in at least two official languages, one of which must be English. The marks must be
printed on the wrapping and packaging or on labels of each individual broiler or cut portions in
sizes to suit particular circumstances to the approval of the provincial executive officer.
The wrapping, packing and labelling requirements are stringent due to hygiene reasons. All labels
used must be printed on food grade paper or plastic printing material and include the mark of
approval. A wrapping bearing the mark of approval may not be reused after opening. Bulk packing,
containers or cartons must be clearly marked on both ends with the mark of approval clearly visible
and of readable size and indicate the (a) the name, address and registration number of the
establishment in which the poultry was packed, (b) the net weight of the contents, (c) an accurate
description of the contents, (d) the date the product was packed or a code which enables the
packaging date to be determined and (e) directions regarding the temperature at which the
product must be stored.
The stakeholders interviewed did not advocate for a review of the regulations. However, some
stakeholders indicated that the regulations are based on international standards which are too
onerous for an emerging economy such as South Africa. If the government wants to achieve
inclusivity in the market, the regulations ought to target a standard that can be achieved by
emerging farmers. The diffusion of standardised grading depends on the structure of the industry.
In most developing countries grading is more informal, less systematic and more subjective than
in the developed (industrialised) countries. The majority of poultry farmers in South Africa are
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Commodity Marketing Chapter 6 accessible at http://www.fao.org/3/w3240e/W3240E06.htm last accessed on 1 April 2019.
Inspectors are required to hold an appropriate bio-scientific qualification and if required by the national executive officer, a
certificate for Poultry Meat Examiners or Poultry Meat Inspectors which is accredited by the South African Qualifications
Authority (SAQA).
34 Section 77(3) of the Regulations under the Meat Safety Act No. 40 of 2000.
33
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small-scale producers. In geographical areas where producers are predominantly small-scale, it is
unlikely that there will be sufficient impetus to develop grading standards.35 However, the authors
understand that SAPA is currently reviewing the regulations applicable to chicken and eggs with
DAFF to benchmark them with regulations applicable in other jurisdictions.
The authors found there are processes to dispute the grade rating. However, emerging farmers
raised a concern about the lack of training necessary to interpret the grading standards.
Information asymmetry must be addressed. Emerging farmers must be trained in their first
language on the practical interpretation and application of the grading regulations to know what
to look for so that they do not solely rely on the grade determined by their market agents or
inspectors and can make adjustments in their production processes to improve the quality of
output. The grading regulations should be accessible in the 11 official languages in South Africa.
Conclusion
The paper outlines several competitive constraints affecting the ability of emerging farmers to
access the chicken market. These include access to practical training on compliance with grading,
packing and marking standards. The threat of uncontrolled dumped imports is a competition
concern. Large scale imports of chicken have caused smallholder farmers to exit the market
because imported chicken competes in the wholesale market where smallholder farmers compete.
Industry players must devise innovative ways to safeguard South Africa’s poultry industry.
Red Meat
The red meat36 industry is characterised by a complicated value chain as it involves several market
players and each level of the value chain has an industry association. As the authors highlighted in
the second paper of this series of research papers, the competition authorities in South Africa have
over the years made interventions in the red meat market through enforcement and merger
assessments.37 South Africa is a nett importer of beef and sheep (or lamb) meat. It is noted that
almost all red meat produced, is consumed locally. For example, the red meat consumption of local
production in South Africa is estimated to be 90% given the higher local demand. The increases in
consumer demand have contributed to the stability of the sector over time and it is projected that
the consumption of red meat is going to increase further.38
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Commodity Marketing Chapter 6 accessible at http://www.fao.org/3/w3240e/W3240E06.htm last accessed on 1 April 2019.
For the purposes of this research, red meat refers to beef, sheep (lamb), pork and goat meat.
37 For more information on the Commission’s interventions in the poultry industry refer to page 50 of Working Paper CC
2019/02 accessible at http://www.compcom.co.za/working-paper-series/ last accessed on 25 September 2019.
38See: http://merinosa.co.za/wp-content/uploads/2014/09/redmeat.pdf [29 August 2019].
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The South African red meat industry is internationally competitive, which is mainly due to the
quality of produce by the sector. It is noted that the sector faces numerous challenges such as
stock theft and animal health. For example, it is estimated that the industry annually loses about
R300 million due to stock theft. In relation to animal health, stakeholders submit that the export
market has been affected by the breakout of the foot and mouth disease. It is understood that on
bilateral trading arrangements the South African red meat market is now regaining some of the
export markets.
There are various channels that emerging farmers can market their livestock as discussed below39:
•

Marketing agents (auctions): there are marketing agents which provide a service of
bringing together buyers and sellers. The role of agents is to organise live auctions to
facilitate the transactions. Auctions are also regarded as the primary platform for emerging
farmers in marketing their livestock. Certain stakeholders attribute this to challenges faced
by emerging farmers such as lack of infrastructure and roads, and logistics (e.g. distance
and costs of taking their animals to abattoirs).

•

Feedlots: livestock farmers can also sell their produce directly to feedlots. It is submitted
that the South African feedlot industry is well established and has sufficient animal
capacity.

•

Abattoirs: the South African abattoir industry comprises of both large and small abattoirs,
which are mostly privately owned. Abattoirs purchase animals from farmers for
slaughtering purposes and then sell carcasses and meat cuts to the retail sector.

•

Butchers: another alternative option for emerging farmers is to sell their animals to
butchers. Butchers play an important role in the marketing of animals as they are located
mostly in areas where emerging farmers are prominent, such as developing regions.

•

Private sales: farmers can further sell their livestock directly to consumers. It is noted that
this is the most preferred and popular option for emerging farmers, as they do not incur
any marketing costs and it is the simplest form of access to the market. This form of trading
generally takes place in informal markets as livestock is bought for slaughter for social
events.
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Department of Agriculture, Forestry and Fisheries. Accessed from: https://www.nda.agric.za/docs/GenPub/7livestock.pdf
[last accessed 06 June 2019].
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Grading and classification system of red meat
There are various pieces of legislation governing the red meat industry which relates to grading
and classification such as the Agricultural Products Standards and Meat Safety Act. The Meat
Safety Act requires red meat intended for sale in markets, that animals must be slaughtered at a
registered abattoir and undergo inspection. The grading in the red meat industry is done through
a classification system administered by SAMIC, which is a government assignee. SAMIC functions
under the Agricultural Products Standards Act and appoints qualified service providers to
independently conduct the classification of carcasses at abattoirs. They are also responsible to
conduct audits on the service providers to ensure that there is compliance with the regulations.
The classification system is designed to classify meat due to the varying consumer meat
preferences. This is because farmers adopt different farming methods such as organic or freerange farming. The system also allows for consumers to buy meat by description and to facilitate
a price-forming process and reporting.40 It is understood from SAMIC that the system is voluntary
and abattoirs have a choice of whether to participate or not in the system. Abattoirs who do not
participate in the classification system are not permitted to sell their produce using the
classification rating system. Although it is acknowledged that abattoirs who are not part of the
system can still sell their carcasses in the formal markets (e.g. butcheries), we are of the view that
classification is required if abattoirs are to sell their carcasses in certain markets such as the retail
sector.
Table 1 and Table 2 below demonstrates the classification characteristics of red meat. It is apparent
that there are several factors considered in the classification of red meat such as age, fatness,
conformation, damage and sex of the carcass.
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Department of Agriculture, Forestry and Fisheries. Accessed from: https://www.nda.agric.za/docs/GenPub/7livestock.pdf
[last accessed 06 August 2019].
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Table 1: Classification characteristics of beef, lamb, sheep and goat meat

Source: SAMIC41

Table 2: Classification characteristics of pork meat

Source: SAMIC42

41
42

SAMIC. Accessed from: http://www.samic.co.za/downloads/Redmeat.pdf [last accessed 03 June 2019].
SAMIC. Accessed from: http://www.samic.co.za/downloads/Redmeat.pdf [last accessed 03 June 2019].
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Barriers facing emerging farmers
It is noted that there is information asymmetry in the sector where emerging farmers do not have
access and an understanding of market information. There is also a lack of knowledge about the
classification system of their produce when sold to abattoirs, such as what class of their produce
would yield a favourable price. It is argued that emerging farmers, therefore, tend to trade the
animals that would yield a lower price due to a lack of key information and knowledge.
The quality of livestock in the emerging sector is a major challenge. In this regard, emerging
farmers are not able to obtain the best possible price in the formal market because of the following
reasons:43
a. Age - animals offered to the market tend to be of mature age and often fetch a lower price.
b. Grade (fat code)- because of poor animal management practices (e.g. poor grazing),
animals are sold to the market either very lean and sometimes not in good health
conditions. This has a negative impact on the price obtained by farmers from selling their
animals.
Given the better quality of produce in the commercial sector, certain stakeholders submit that the
offtake figures are as a result greater when compared to the emerging sector. For example, in the
beef industry, the offtake figures in the commercial sector are estimated to be 30%, while for the
emerging sector is approximately 8%.
The research notes the difficulty in determining whether economies of scale are present in the red
meat industry since farmers usually have mixed enterprises. Notwithstanding the foregoing
argument, it is generally accepted that large producers have better economies of scale than small
producers. The reason for this is that large producers have better bargaining power when it comes
to the sale of animals or to the purchasing of inputs, whilst their throughput is also higher. This
will, however, also depends on the production system in use, e.g. the weaner production system
vs. the slaughter steer production system. 44 45
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Department of Agriculture, Forestry and Fisheries. Accessed from: https://www.nda.agric.za/docs/GenPub/7livestock.pdf
[last accessed 06 August 2019].
44 A producer using weaner systems is focused on selling offspring at weaning age to mainly feedlots. Producers using oxen
systems raise their cattle on the farm until they are ready to be marked for the consumer market.
45 Accessed from: https://www.nda.agric.za/docs/fpmc/Vol4_Chap4.pdf [last accessed 06 June 2019].
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Stakeholders submit that the emerging farmers are engaged in free-range farming, which is a
riskier farming method in terms of animals contracting diseases. They also do not have up to
standard health management systems and programmes which is due to other constraints such as
lack of access to finance. Therefore, it is argued that the farming methods of emerging farmers
tend to conflict with sustainable market entry.
It is also stated that when the produce of emerging farmers goes through abattoirs for
slaughtering, they run the risk of their produce being condemned if it does not meet the health
and safety requirements of meat inspection.
The packaging and labelling regulations are further one of the challenges faced by emerging
farmers. The small quantities per sale by small-scale producers due to numerous constraints is
argued to negate their ability in adopting better and effective technology to meet these standards
and to break into the retail sector.
Assessment of the barriers
The authors assessed the grading and classification system applied in the red meat industry in
order to ascertain if there are any competition concerns. It has been found that the classification
system is based on clearly defined indicators which is specific to the type of red meat and the
classification process is independent In respect of meat inspection, it is also found that the process
is conducted independently by meat inspectors to ensure compliance with quality and health
safety standards. While it is noted that meat inspection is an independent process, such a process
can be subjective and influenced. However, it is understood from SAMIC that it audits the activities
of meat inspectors to ensure that they abide by the regulations. There is also an appeal process to
combat any concerns that may arise from the operation of the system.
Determination of prices in the red meat industry, when animals are slaughtered at abattoirs is
influenced by the classing characteristics of the carcass as indicated by Table 1 and Table 2 above.
Prices in the sector are also influenced by economic factors such as supply and demand and climatic
conditions.46 Further, if the farmer is not satisfied with the price in the case of auctions and private
sales, they have an option of not selling their animals without incurring any penalties. However, in
relation to marketing channels such as through an abattoir, price determination would be based
on the quality of the carcass not the outward appearance of the animal. Therefore, since the

46 Spies, D.C. 2011. “ANALYSIS AND QUANTIFICATION OF THE SOUTH AFRICAN RED MEAT VALUE CHAIN”. pg. 91. Accessed from:

https://scholar.ufs.ac.za/xmlui/bitstream/handle/11660/1901/SpiesDC.pdf?sequence=1&isAllowed=y [last accessed 03 June 2019].
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classification system and meat inspection are an independent process, the price determination in
the sector would not raise any competition concerns.
The research examined the payment terms in the industry as this may have an impact on the cash
flow of emerging farmers in the market. It is found that the repayment arrangements may differ
depending on the marketing channel that the farmer uses to trade their produce. Since emerging
farmers mostly trade their produce through auctions and private sales, it is understood that
payment is immediate. Further, it is also found that in relation to other marketing channels such as
selling produce to abattoirs, the payment period is usually within reasonable timeframes. The
payment arrangement in the industry is moreover understood to be dependent on the conditions
agreed to by the buyer and seller.
The main crucial aspect of emerging farmers marketing their livestock is about knowing and
understanding the local, national and regional livestock and meat prices, the grading and
classification system, seasonal price movements and areas of high or demand and supply. Access
to information to the emerging farmers is therefore found to act as a barrier to trade. For example,
emerging farmers do not always have relevant market information that may impact on their
production and price of their produce when it is sold through the value chain. This is where
stakeholders have criticised the ineffectiveness of DAFF’s agricultural extension and advisory
services provided to emerging farmers.
The packaging and labelling standards in the red meat sector are moreover found to be onerous
for emerging farmers, as they must endure significant costs to meet these standards. Retailers also
have unique requirements which are amended frequently, and this places even more challenges
for emerging farmers to comply with different requirements.
Opportunities for emerging farmers
The research notes that emerging farmers prefer selling their livestock through marketing
channels that are most convenient and where they can obtain payment immediately such as
auctions. Stakeholders have, however, submitted that emerging farmers do not necessarily obtain
favourable prices when trading their animals through auctions. While authors acknowledge that
there is a role of emerging farmers selling in informal markets, they should reconsider participating
in the red meat value chain where their produce can be sold in formal markets. It is understood
that emerging farmers can obtain favourable prices in the formal markets provided that, for
example, they trade animals which healthy and between A and B grades. However, there would
need to be training and support, as well as marketing information provided to emerging farmers
to understand these market dynamics.
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Marketing channels such as abattoirs can enable emerging farmers to know whether their type of
farming method is sustainable, as animals slaughtered at registered abattoirs are inspected and
classed. Based on the type of farming method they can determine their target markets (e.g. meat
processing factories and/or formal butcheries) by focusing on improving their quality and ensuring
adequate quantities of the same quality are supplied to the market. Another marketing alternative
for emerging farmers can be through focusing on niche markets such as areas where there are high
demand and consumer preference (e.g. market opportunities for certain grades of animals) and
lower transport costs.
Wool
In commercial terms, up to 30% of a sheep’s value is in its wool. Wool is potentially a renewable,
sustainable, and significant income earner for many emerging (e.g. communal livestock farmers)
in South Africa, but a lack of wool-producing knowledge and know-how and access to markets has
historically limited its potential as a significant source of income.47
Wool is produced in various provinces in South Africa. It is noted that the marketing of wool starts
at the farm level. Wool is further traded through two primary marketing channels. Firstly, farmers
can sell their wool through the mainstream public auction to wool buyers. Secondly, privately to
wool traders or processors. However, the primary marketing channel for wool in South Africa is
through the wool auction, where the sale of producers’ wool to buyers is facilitated by an auction
process.
It is understood that wool auctions, coordinated by the South African Wool Exchange, are
centralised in Port Elizabeth and occur during the wool-selling season. Even though wool is
centrally auctioned, wool producers can transport their wool to one of three major ports closest
to them, i.e. Port Elizabeth, Durban and Cape Town. Wool brokers facilitate sales of wool at the
auction.

48

At the auction, wool bales from individual producers are placed in separate lots. A

sample is taken from each bale and is physically displayed so that wool buyers can view it (e.g.
there are buyers for local use and consumption, as well as those that buy for international firms).
A sample of each bale is also sent to the laboratory to test the quality of the wool.
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Mabya E et al. 2011. “Case Studies of Emerging Farmers and Agribusinesses in South Africa”. Accessed from:
https://scholar.sun.ac.za/bitstream/handle/10019.1/101802/9781920338664.pdf?... [last accessed on 29 May 2019].
48 Department of Agriculture, Forestry and Fisheries. Accessed from:
https://www.nda.agric.za/doaDev/sideMenu/Marketing/Annual%20Publications/Commodity%20Profiles/field%20crops/Wool%20
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As an alternative to the wool auction system, wool producers can sell their wool directly to small
wool buyers, who either organize smaller wool auctions or export wool directly. These smaller
wool traders such as Van Lill Wool Buyers, Saunders and Lanata also sell wool on a separately
organized auction, normally held on the same day and venue as the main auction organized by
Cape Wools. Prices paid for wool are determined by free-market demand and supply forces and
are closely linked to the international price for apparel wool, which is determined by the Australian
market. 49 Figure 6 below illustrates the marketing channels of wool in South Africa.
Figure 6: Marketing channels for wool in South Africa

Source: Mabaya, E et al. 201150
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Department of Agriculture, Forestry and Fisheries. Accessed from:
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50 “Case Studies of Emerging Farmers and Agribusinesses in South Africa”. Accessed from: http://hdl.handle.net/10019.1/101802
[last accessed on 29 May 2019].
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It is apparent from Figure 6, that a significant proportion of wool produced in South Africa is
exported for processing (80%), while a smaller percentage is processed locally (20%). However, it
is submitted by stakeholders that there a few wool processing plants in South Africa, hence the
smaller margins in local processing of wool. Figure 6 also illustrates that brokers usually sell the
wool through either the auction system or by private treaty. However, the research reveals that a
significant percentage of wool trading takes place through the auction system.
Shearing and classing of wool
Shearing sheds are used for shearing, classification and marketing of wool. It is understood that
once the sheep are sheared the wool is classified (graded) and baled. However, it is noted that
these shearing sheds are not always in reach of emerging farmers. In this regard, emerging farmers
shear their sheep on their farms. It is also submitted that not all emerging farmers have training in
the shearing and classification of wool, therefore they sometimes utilise external contractors.
The marketing of wool from shearing sheds generally takes place through a broker, where the
broker would negotiate a price (at the shearing shed) with the farmer and is then responsible for
bearing the costs associated with transporting the wool to the auction floor.
Barriers facing emerging farmers
Traditionally wool farmers sold their small and individual quantities of wool shorn in poor
conditions to traders who bought the unclassed wool for a lower price. The traders would then
class the wool according to its type and offer it for sale in the formal market, where they could
reap the benefits of value-added through classing of wool and achieve economies of scale by
grouping the small and individual quantities and selling them to the market in bulk. For emerging
farmers, such outcomes of poor returns from this marketing channel were in many ways a
disincentive to invest in the upgrading of their wool enterprise and to be sustainable.51In this
regard, we outline several barriers that can contribute to the production and marketing of wool by
emerging farmers. These barriers are summarised in Table 3 below:
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Mabya E et al. 2011. “Case Studies of Emerging Farmers and Agribusinesses in South Africa”. Accessed from:
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Table 3 barriers to entry and expansion facing emerging farmers to access the wool market
Barrier/challenge

Description

Lack of information and

Emerging farmers do not have access to:

knowledge

•

Information and knowledge about sorting, classing and
packing, and the marketing channel and opportunities for
wool, and;

•

Business knowledge and technical skills required for
progressive wool sheep farming.

Veld and herd management

Communal farming which is done by some emerging farmers
makes it difficult to apply effective veld and herd management.
For example:
•

Production of quality wool requires breeding programmes,
knowledge of breeding methods, and access to good
breeding stock which are aspects not easily accessible to
emerging farmers. For example, farmers who cross breed
run the risk of lowering the quality of their produce.

•

Poor genetic quality of sheep, and;

•

Poor nutrition of sheep, mainly resulting from continued
overgrazing of communal land.

The scale of production

Emerging farmers tend to produce insufficient quantity to make
up a bale of similar quality wool. They also cannot realise the
benefits of achieving economies of scale due to lower
production margins.

The bias of wool buyers

Wool buyers tend to be biased against wool produced by
emerging farmers.

Adverse market trends

The quantity and quality of wool produced by emerging farmers
vary by season, as these can be adversely affected by natural
factors such as droughts.

Source: Authors’ own compilation.
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Assessment of the barriers
The authors note that the price for wool is influenced by supply and demand market forces both
locally and internationally as previously stated. It is also noted there are several input factors that
can influence the quality and price of wool that the producer will receive from the wool sold. These
include:
•

The genetic quality of the sheep produced leads to better quality and more wool.

•

Better quality feed results in better conversion of feed into wool.

•

The better the quality of grazing and a less possible source of wool contamination results
in the production of good quality wool.

It is further noted that wool can be sold in both small and large quantities. For example,
stakeholders explained that there is a bin lot for each type of wool in the case of auctions, where
each farmer’s produce is packed with a producer number. Each farmer would get reimbursed prorata based on their contribution to the wool bin lot.
The research examined whether the determination process to price wool produced by emerging
farmers is subjective, and it was found that the classification and testing of wool determines the
market price. For example, the grading of wool is determined by the following factors, fibre
diameter, crimp, yield, colour, and staple strength. Fibre diameter is, however, the single most
important wool characteristic determining quality and price. It is observed that emerging farmers
tend to produce poor quality wool which normally results in obtaining a lower price. Although
farmers can set the price when selling their wool to buyers such as traders and processors, buyers
are often informed about the price they are willing to pay given the quality of wool.
The authors examined the auction process applied in the wool industry to determine whether it
may raise any competition concerns. It was found that the system is inclusive and competitive. For
example, on the day of the auction, all the lots are displayed, and each lot is auctioned separately,
which does not raise any exclusionary concerns. Further, there is a Wool Testing Bureau, which is
an independent laboratory, it tests the quality of wool as per the quality indicators guided by the
Agricultural Products Standards Act. The Wool Testing Bureau is further stated to be independent
and makes use of machines for testing which cannot be viewed to be subjective. The Wool Testing
Bureau is further an accredited laboratory by an international wool body named International Wool
Textile Organisation (IWTO) and it uses internationally accepted standards.
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The Auction process itself is further understood to be competitive. For example, the auctioneer
opens the auction by announcing a suggested opening bid, a starting price or reserve for the item
on sale, and then accepts increasingly higher bids from the floor.
The research moreover sought to determine whether the process of grading is a barrier for small
market players. It is found that the grading and classification of wool are per the Agricultural
Products Standards Act which is specific to wool. The grade is also specific to the quality of each
individual produce. In this regard, the lower the quality, the lower the grade and price.
Fresh Produce
There are about 5 340 farmers in South Africa involved in the cultivation of fruit and vegetables as
of 2018.52 Fresh fruit and vegetables accounted for 28.8% towards the annual gross value of
agricultural production in the 2017/2018 season.53 This is mainly because fruit is a lucrative export
crop. South Africa is a key supplier of deciduous (e.g. apples and pears) and citrus fruit (e.g.
oranges, grapefruit and lemons) to export markets in Europe, Asia and the Middle East.
Barriers to entry for emerging farmers in the South African fruit and vegetable industry are high.
The main reasons for this are that the industry requires access to capital, access to a wide range of
farming inputs (such as land, water, fertilizer, chemicals and labour) skills and effective marketing
of the produce is heavily regulated through the following legislation:
▪

Agricultural Product Standards Act, 1990;

▪

Agricultural Products Agents Act, 1992;

▪

Agricultural Research Act, 1990;

▪

Fertiliser and Feeds Bill, 2012;

▪

Foodstuffs, Cosmetics and Disinfectants Act, 1972;

▪

Genetically Modified Organisms Act, 1997;

▪

International Health Regulations Act, 1977;

▪

Marketing of Agricultural Products Act, 1996;

▪

Municipal Systems Act, 2000;

▪

National Health Act, 2003;

▪

National Environment Management Act, 1998;

▪

Perishable Products Exports Control Act, 1983;

▪

Plant Improvement Act, 1976;

▪

Minimum standards and testing procedures maintained by the South African Bureau of
Standards;
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Who Owns Whom Market Report ‘The Fresh Fruit and Vegetable Industry’ (March 2019) at page 8 accessible at
https://www.whoownswhom.co.za/store/info/4724 last accessed on 7 August 2019.
53 Ibid at page 1.
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▪

The Perishable Products Exports Control Board tests facility and produce health and
safety and ensures that horticultural produce destined for export is compliant with the
various regulations covering pests, disease, and food safety maintained by international
trade partners.

This section examines the marketing of fresh fruit and vegetables in South Africa through key
distribution channels: national fresh produce markets, large supermarkets (“Directs” such as Pick
n Pay, Woolworths, Shoprite Checkers and Food Lovers Market, among others, that do not move
the produce through the markets), informal markets and exports. The case studies explore the
barriers to entry in the potatoes and citrus markets, where the authors find opportunities for
emerging farmers.
Distribution Channels

Figure 7: Distribution Channels for Fruit and Vegetables

Source: Johannesburg Fresh Produce Market Presentation54

54

Johannesburg Fresh Produce Market Presentation dated 20 May 2019.
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Fresh Produce Markets
The largest fresh produce markets in South Africa are the Johannesburg, Tshwane, Cape Town and
Durban markets. The Johannesburg and Tshwane markets hold a market share of 44% and 21%
respectively.55 Fresh produce markets are located in the marketing level of the horticulture value
chain and provide a trading platform to farmers. The five major products sold at the markets are
potatoes (accounting for 42% of all vegetable sales), tomatoes (26% of vegetables), onions (11%),
and apples and bananas (80% of all fruit sold on the markets). 56 Commercial farmers account for
the majority of produce available at these markets, however, the research reveals that there are
opportunities for smallholder farmers and informal traders to sell produce to these markets.
Wholesalers (such as Choppies and Food Lovers Market) buy produce from these markets. In
addition, the markets play a key role for institutional purchases for schools, hospitals and prisons.
Farmers do not interface with the management of the Fresh Produce Markets. They interface with
fresh produce agents. Fresh produce agents, who are not employees of the markets, represent
the farmers on the trading floor and facilitate the marketing and sale of their produce. They are
the link between the farmer and the buyer (supermarket chains, suppliers to the hospitality
industry, suppliers to cafés and buyers who export). These agents are the only sellers allowed on
the market floor and earn a negotiated commission (ranging from 5% and 7.5%) from sales.57 The
Fresh Produce Markets earn a fixed 5% commission from sales. Sales are driven by the price and
quality of the produce.
Inspections of the produce are performed by affiliates of DAFF, such as Prokon SA. They are
independent inspection firms contracted by the Department to perform inspections at the trading
floor to determine the grade of the produce. Some farmers have pack houses with extension
officers where inspections, packaging and labelling are also performed.

Some of the

representatives from the fresh produce markets interviewed indicated that service providers at
their markets sell standardised packaging material to the farmers. The farmer is responsible for
transporting the produce to the market.
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Johannesburg Fresh Produce Market Presentation dated 20 May 2019. There are 18 produce markets in South Africa that use
the same business model. The Johannesburg Fresh Produce Market highlighted the need to benchmark the structure and
operations of the 5 largest markets rather than against smaller markets such as Mthata market given the different scale of
farmers supported.
56 Who Owns Whom Market Report ‘The Fresh Fruit and Vegetable Industry’ (March 2019) at page 3.
57 Ibid at page 2. Meeting with the Tshwane Fresh Produce Market and Johannesburg Fresh Produce Market.
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Several fresh produce markets and fresh produce marketing agencies have also come under the
scrutiny of competition authorities. In mid-2017, the Commission conducted several search and
seizure operations at the major fresh produce markets in Johannesburg, Tshwane, Cape Town, and
Durban. The Commission has since investigated 14 fresh produce marketing agents and IMASA and
found the parties engaged in uncompetitive behaviour and price-fixing.
Direct Retail Distribution
The large supermarkets (Pick n Pay, Shoprite, Spar, Woolworths and Massmart) generally make
minimal purchases from the fresh produce markets. Instead they source from commercial farmers
and to a limited extent from smallholder farmers through their supply contracts in distribution
networks (for instance Shoprite Freshmark).58
Exports
Deciduous and citrus fruits have become high-value crops (crops with a higher net return or
profits). For this reason, farmers have entered these markets with the purpose of exporting. There
are about 130 fruit exporters in South Africa. However, it is reported that only a handful of these
are represented at the fresh produce markets.59 Producers that want to export fruit must comply
with stringent quality, packaging and health and safety standards as prescribed by the Perishable
Products Export Control Board (PPECB).
Online distribution
Farm Gate Exchange (FGE) is an online fresh produce market that started in 2010. Sales are
conducted online and the produce is delivered directly by the supplier. This eliminates the cost of
transporting the produce to the market floor. The pitfalls of this market system are that it still relies
on market agents to sell the produce and buyers are unable to inspect the produce.60 The
Johannesburg Fresh Produce Market noted in its engagements with the authors that although
technological advancements such as online distribution are expected and monitored as alternative
modes of distribution, it is not a major distribution channel for sales given that buyers still prefer
to view the quality of produce in retail stores when making purchases.
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Freshmark is the Shoprite Group’s fruit and vegetable procurement, buying and distribution arm. It supplies fresh produce
fruit and vegetables to Shoprite stores within South Africa, and most of its outlets in Africa. Currently one of the largest
purchasers of fresh produce in Africa. See https://www.shopriteholdings.co.za/group/brands/Freshmark.html last accessed on
7 August 2019.
59 Who Owns Whom Market Report ‘The Fresh Fruit and Vegetable Industry’ (March 2019) at page 4.
60 Ibid.
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Challenges facing emerging farmers to access routes to market
The Tshwane Fresh Produce Market highlighted the challenges faced by emerging farmers to get
their produce “market-ready”. This includes grading, packaging and marking (labelling) of the
produce. Emerging farmers may be treated unfairly at the post-harvest stage at the packing
facilities. The reason for this might be because consumers select brands from packaging or labels
that are known (e.g. ZZ2 and Rugani Carrots).
Emerging farmers must prepare the product for the market but to do so effectively they must
understand the applicable grading, packaging and marking regulations. Customers generally look
at the colour, blemishes and packaging of the fruit and vegetables when making their selection.
Farmers must ensure their produce is appealing to buyers and compete with the likes of ZZ2. The
lack of access to extension officers (technical support) is also a barrier to entry. This study explores
these challenges further in the potatoes and citrus fruit markets.
Citrus Fruit
"Citrus fruit" means grapefruit, kumquats, lemons, limes, oranges and Seville oranges, pummelos
and soft citrus (easy peelers).61 Citrus fruit is grown primarily in Limpopo and the Eastern Cape,
although KwaZulu-Natal, the Western Cape and Mpumalanga also support some cultivation. There
are about 1450 producers of citrus fruit.62 Oranges are the most important product by margin.63
Exports of citrus fruit are valued at about R18.65 billion.64 South Africa’s main trade partners for
citrus fruit include Europe (33%), Middle East (18%), South East Asia (16%), Russia (9%), United
Kingdom (9%), Asia (8%), North America (6%) and other countries (1%).65
In 2016, the Commission granted the Western Cape Citrus Producers Forum an exemption from the
application of the Competition Act to allow its members to continue with their coordination of
export activities (logistical, marketing and sales support) of citrus fruit to the United States. This is
an example of the positive benefits of coordinated interventions in export markets to transform
the South African economy.
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Regulations relating to the grading, packing and marking of citrus fruit intended for sale in the Republic of South Africa,
accessible at http://www.prokonsa.co.za/gg35910%20nn963%20APS%20citrus.pdf last accessed on 25 May 2019.
62 Ibid at page 8.
63 Who Owns Whom Market Report ‘The Fresh Fruit and Vegetable Industry’ (March 2019) at page 5.
64 Ibid at page 17.
65 PPECB and Agrihub.
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Potatoes
In South Africa, potatoes are sold through different marketing channels such as National Fresh
Produce Markets (NFPMs), informal buyers (street hawkers), directly to retailers and to processors
for manufacturing of dry, frozen and fresh chips.66 Potatoes are also exported through export
agents and marketing companies. South Africa is the second-largest exporter of both potato and
potato seed in Africa, accumulating over R2 billion in export revenues over the past five years.
Overall, South Africa’s potato and potato seed exports reached a record of R583 million in 2014,
up 33% from R438 million in 2013. In terms of export composition, commercial potato exports
constitute 85% while potato seed accounts for 15% of total industry export revenue. In real terms,
total industry exports grew by 34% with 75% of this growth being attributed to potato seed and 25%
to commercial potatoes. Almost all of South Africa’s commercial potato and potato seed exports
are destined for the African market, making the continent an important source of growth for the
sector. This means that the industry has been substantially growing its markets in the SADC region
over the recent past. Exponential growth in Mozambique and Angola (commercial potatoes) as
well as Zambia and Zimbabwe (potato seed), has driven the recent growth in exports, to a large
degree.67
Analysis of grading, packing and marking standards of citrus fruit and potatoes
Under the Agricultural Products Standards Act, there is a set of grading, packing and marking
regulations and procedures for fresh produce, including citrus fruit and potatoes.68 Prokon SA, is
an official assignee of DAFF, to enforce the regulations applicable to the grading, packing and
marking of fresh produce destined for sale in South Africa. Since 2013, it provides an inspection
service for quality control and grading at the fresh produce markets and at distribution centres,
wholesalers and retailers. It also provides personal communication and visits to producers in order
to ensure the correct application of the regulations. The Johannesburg Fresh Produce Market has
its own laboratory for quality testing of the produce, in addition to using Prokon’s services.

66 There has been fluctuation in the quantities of potatoes sold in the major fresh produce markets over the last ten years. The
main reason for the lack of growth in potato sale has been the departure from NFPM(s) by the potato producers because they
now sell directly to the potato chips companies, processors, wholesalers and retailers.
67 https://agbiz.co.za/uploads/AgbizNews/15101Potato.pdf last assessed on 06 June 2019.
68 Regulations relating to the grading, packing and marking of citrus fruit intended for sale in the Republic of South Africa,
accessible at http://www.prokonsa.co.za/gg35910%20nn963%20APS%20citrus.pdf last accessed on 25 May 2019.
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Grading of citrus fruit and potatoes
The authors reviewed the applicable grading regulations for citrus fruit and potatoes. The
regulations contain tables that detail how the produce is graded and the marking system for
deviations from the minimum standards. There are three classes of citrus fruit namely Class 1, Class
2 and the Lowest Class. The fruit must be fit for human consumption and must not contain
chemical residue that exceeds the prescribed maximum residue levels.69 Potatoes are classified in
a variety of sizes such as Large, Large Medium, Medium, Small-Medium, Small and Extra Small.
Furthermore, potatoes are found in quality grades such as 1st grade, 2nd grade, 3rd grade and Low
grade and are packaged in different sizes such as 10kg, 7kg, 5kg, 3kg, 2kg and 1kg. Thus potatoes
differ in terms of quality, grade and packaged sizes. Potatoes are used for different purposes such
as chips, bake, boil and mash (salads).
It is noted that the standards are objective since grading is performed by individuals using
apparatus such as a refractometer, used for food and beverage testing. Both internal (cut into the
fruit) and external tests on the produce is performed. Therefore, there are elements of both
objective and subjective interpretation by an individual market agent. Samples of citrus fruit are
tested based on the colour, size, blemishes, sugar content, the number of the scale, granulation,
juice requirements, brix content, acid content, the diameter of the produce, flesh diameter,
uniformity of fruit size, ripeness, length and deficiencies. Samples of potatoes are tested based on
the colour plates, the blemishes, the size group, the glucose content, water gain, Cuts,
discolouration, growth cracks, the firmness of the potatoes, the shape, the defects, the diameter
of the potatoes and the tuber.
The CGA Grower Development Company indicated to the authors that all farmers are required to
produce quality products for the market. The grading requirements are therefore necessary to
ensure the health and safety of consumers. Therefore, it did not advocate for a review of the
grading regulations.70
The authors do not conclude on the necessity to redefine the regulations in the citrus fruit and
potatoes markets. However, it appears that the process to dispute the grade allocated is difficult.
Information asymmetry must be addressed. Emerging farmers must be trained on the grading
regulations in their first language to know what to look for so that they do not solely rely on the
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Agricultural Product Standards Act, Regulations relating to the grading, packing and marking of citrus fruit intended for sale
in the republic of South Africa, accessible at http://www.prokonsa.co.za/gg35910%20nn963%20APS%20citrus.pdf last accessed
on 7 August 2019.
70 Teleconference with the authors on 23 May 2019.
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grade determined by their market agents. This will help them to recalibrate their systems if
necessary and ensure the quality of output.
Packaging and marking of citrus fruit and potatoes
The packing and marking standards in respect of citrus fruit are stringent due to the need to ensure
that the fruit is fit for human consumption. Only citrus fruit of the same quality, cultivar and size
can be packed in the same container. Class 1 citrus fruit in the same container is required to be
uniform in colour. Each container shall be packed firmly and to capacity. If packing material is used
inside the containers, such packing material must be clean, dry, odourless and of a quality such as
to avoid causing any external or internal damage to the citrus fruit.71 Each container containing
citrus fruit is required to be marked clearly on the lid or container, inter alia, the type of citrus fruit,
cultivar, class, size reference, number of fruit, details of the producer and country of origin. The
packing and marking standards for citrus fruit pose a high barrier to access the citrus market for
emerging farmers. In order to ensure that emerging farmers can meet the necessary health-related
criteria, opportunities should be created to receive subsidies by government and industry
associations for purchasing essential packing and marking materials at the packing houses of fruit
markets.
The authors engaged with the CGA Grower Development Company (the citrus industry’s
association of citrus farmers) to understand the challenges facing emerging farmers to meet the
packing and marking standards.72 There is continuous communication on the standards to the
industry from DAFF and CGA Grower Development Company. All farmers (including emerging
farmers) are invited by DAFF to a coordination meeting where they are briefed on the standards
and the necessity to meet them for health reasons. Guidelines are also provided to the farmers.
The meeting takes place before the harvesting season to enable a platform for farmers to raise
their concerns before harvesting, grading, packing and marking of their produce. Following the
harvesting season, DAFF will do roadshows to alert farmers to the challenges that were observed
from compliance with the standards. There is also clear communication to the farmers from the
CGA Grower Development Company. It conducts a study group in all the provinces of South Africa
and hosts packhouse workshops to explain the standards to the citrus farmers. It also regularly
receives calls from citrus farmers on the standards and shares information to assist them. These
channels of communication should be extended to other types of commodities such as grains and
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Agricultural Product Standards Act, Regulations relating to the grading, packing and marking of citrus fruit intended for sale
in the republic of South Africa, accessible at http://www.prokonsa.co.za/gg35910%20nn963%20APS%20citrus.pdf last accessed
on 7 August 2019.
72 Teleconference with Lukhanyo Nkombisa, General Manager of CGA Grower Development Company on 12 August 2019.
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chicken. For this reason, the authors do not observe a need to redefine the grading, packing and
marking standards for citrus fruit.
In respect of potatoes, the packing and marking standards require potatoes in the case of Class 1,
Class 2 and Class 3 to correspond in cultivar, class and size group in the same consignment.
Furthermore, containers must be closed by bunch tying with suitable wire tie or by sewing with a
suitable tying string or with a suitable lid. According to the marking requirements, containers
containing potatoes must be marked in clear and legible block letters at least 5 millimetres in height
with the name and address or trademark of the producer, owner or packer. The class of the
potatoes, as well as the size group of the potatoes, need to be indicated on the packaging. In
addition, the words “potatoes” needs to be clearly indicated on the packaging including the date
code and the country of origin.
Access to shelf space
Emerging farmers raised concerns regarding barriers to access shelf space at retail supermarkets.
Retailers have listing requirements (these vary among retailers) and costs to be met by their
suppliers. They have non-uniform pricing structures based on supply contracts. The authors of this
paper did not scrutinise the standards applied for accessing shelf space at a retail level. There has
been work done by the Grocery Retail Market Inquiry with respect to rebates and listing
requirements.73
The retailers’ listing requirements appear to favour commercial farmers who can guarantee
volumes of produce and quality while enjoying the economies of scale required to fulfil
distribution, packaging and listing costs. Farmer’s Weekly, citing a study performed by the
University of Johannesburg, indicates that “suppliers have to pay listing fees of between R4,500
and R45,000 a year for a single product” carried by a supermarket.74 Other fees cover a number of
categories, ranging from “incentive fees, rebate commissions, advertising fees, and settlement
fees.” In total, supermarket fees can add between 6% and 16% to a supplier’s cost when selling to
supermarkets. Regulation of listing requirements is needed to allow for the entry and expansion
of emerging farmers.
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Refer to paragraphs 490 to 494 and 840 of the GRMI’s Preliminary Report accessible at http://www.compcom.co.za/wpcontent/uploads/2015/06/GRMI-Draft-Report-non-Confidential-30-May-2019.pdf last accessed on 25 September 2019.
74 Who Owns Whom Market Report ‘The Fresh Fruit and Vegetable Industry’ (March 2019) at page 35.
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Fresh produce markets may present fewer challenges for emerging farmers to market their
produce than direct sales through the retail channel. Sales at the markets are non-contractual and
the price is based on the quality and volume of the produce. The challenge for emerging farmers
in this distribution channel is the need for good representation by market agents and access to
training regarding grading, labelling and marketing requirements.
Conclusion
In summary, the formal barriers to entry at the national fresh produce markets are low but direct
sales to retailers present challenges for emerging farmers. While the large supermarkets do
attempt to source some of their fresh produce from small and emerging farmers, most of their
procurement requires the producer to bear a portion of packaging, distribution, and marketing
costs. The standards applied for grading, packing and marking of fresh produce are stringent and
therefore raise barriers to entry for emerging farmers to access the market. Therefore, there is a
need for supporting emerging farmers to access essential training on grading standards and
packing and marking material.
7.

The research observations and recommendations

Information asymmetry
The factors identified in these series of papers as most constraining to competition relate to the
lack of local production capability, access to government support, information asymmetry in
respect of access to practical training on grading, packaging and marking standards, the price of
domestically produced inputs and the quality and availability of imported inputs.75
Although it is acknowledged that emerging farmers do have access to market information through
various commodity structures such as industry associations and value chain targeted training
programmes, the research reveals that one of the constraints facing emerging farmers is
assistance to interpret and apply available market information.
Specific and practical training is required to address information asymmetry. For instance,
emerging farmers should receive training to inspect samples themselves before submission to
inspectors. In the grain market, SAGIS already allows farmers to take samples from its laboratory
to test their samples against the standard. Further, market information including grading
regulations should be accessible in print media, online (DAFF’s website) and distributed by industry
associations in most of the 11 official languages so that it reaches rural communities and it is better
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Ibid at page 15.
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understood by emerging farmers. The use of technologies such as WhatsApp and Talk-Radio
focusing on technical farming issues can also be an alternative communication and information
diffusion platform for emerging farmers. Specialised Talk-Radio on agricultural matters could be
funded by the government in collaboration with the industry players.
The role played by extension officers in the distribution of agricultural market information has been
one of the recurring concerns identified by stakeholders. Although extension officers do pay visits
to farms, it is submitted that these visits are not frequent and do not involve technical discussions
or imparting market information on new technologies. In this regard, it is the authors’ view that
the role of extension and advisory services can be enhanced to provide and facilitate access to
agricultural information. This is necessary for improved planning and decision making and can
combat the information asymmetry faced by emerging farmers. This is where DAFF can strengthen
the role of its agricultural extension officers situated across the country to contribute to
development by organising working groups in areas where the extension can take place. For
instance, the distribution of marketing information for farmers on a regular basis. This is to ensure
that emerging farmers are constantly informed of the market conditions which may impact on
price or production.
Extension officers can further be better utilised as a link between emerging farmers and the
market and assist them on marketing issues (e.g. linking potential buyers and sellers). A
combination of extension services, and education and training initiatives by industry players
(farmers) can also be used for gathering and transferring relevant marketing information in a userfriendly manner to the emerging farmers. Extension officers could co-manage with emerging
farmers, conduct market surveys and assist in training on grading standards, production and
market planning. Stakeholders indicated that extension officers can assist but there is a need for
co-management with emerging farmers. For instance, in the poultry market, there is a need for an
accountant to look at the farmer’s numbers per bird produced and put together a business plan.
In this way, they will assist with access to information and co-manage the farming activities with
them rather than limit their function to mentorship.
Stakeholders interviewed indicated that there are training opportunities available to emerging
farmers as the government has allocated sufficient funding for training and education through the
AgriSETA programme. Several industry players have also undertaken training programmes
targeted at emerging farmers. However, the current training provided to emerging farmers
indicates that it is not commodity-specific and therefore does not consider the needs of emerging
farmers. The authors further observe that the success of existing training initiatives for emerging
farmers is measured on the number of farmers trained rather than the transfer of farmer skills,
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capacity building and development. For example, training is generally provided by agents who do
not have the requisite knowledge of the agricultural sector and it is delivered through training
manuals without a practical viewpoint.
As stated, emerging farmers can be trained on the grading regulations to know what to look for
so that they do not solely rely on the grade determined by inspectors in consultation with their
extension officer. This will help them to recalibrate their systems if necessary and improve the
quality of output. Further, for training and education programmes to have the desired impact of
empowerment and development, there should be a focus on commodity and value chain-based
training approach tailor-made to the needs of emerging farmers. For example, training and
education contingent on the specific needs of emerging farmers could be structured and divided
into three different levels such as functional training (e.g. farmer to farmer training), expert
training (e.g. training provided by experienced and successful farmers), and academic and research
training (e.g. accredited training agents).
Extension officers must direct emerging farmers to resources available that can assist them to
produce top-quality grades. Industry associations such as GFADA, the CGA Grower Development
Company and GrainSA are perfectly positioned to address this need since they deal directly with
farmers and understand the unique challenges facing each farmer. Added to this, is the need to
support emerging farmers along the value chain to ensure that they receive the best quality inputs
that will determine the quality of output.
Supplier development initiatives
Before emerging farmers start production, they must have identified a target market. Smallholder
farmer development programmes aimed at connecting emerging farmers with established players
who can offer support and technical and business knowledge is needed. Private players should be
approached by industry associations to participate in these programmes. Most of the major
associations interviewed by the authors attempt to support the expansion of existing farmers
through small grower development programmes, offering production and business information
and developing linkages between smaller and larger players in the value chain. Industry players
such as GrainSA, FruitSA, SAPA, Prokon, Potatoes SA, Cape Wools, NWGA, SAMIC, AFSQ and Citrus
Growers Association have a role to play in providing quality control training to emerging farmers
on aspects such as grading, packaging and health and safety standards.
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The government, together with industry stakeholders, must devise a comprehensive support
framework targeting emerging farmers to provide investment in infrastructure, maintenance and
food safety. For example, the Johannesburg Fresh Produce Market is implementing an emerging
farmers support model by taking on the role of a transformation facilitator and providing a trading
platform with access to logistics and handling services for emerging farmers.
Collective buying and selling arrangements (cluster approach)
The authors find that while there are challenges facing emerging farmers in the value chains
considered for this research, there appears to be lack of cooperation between them to market
their products as a group and improve their marketing skills. It is, however, acknowledged that
one of the main constraints for emerging farmers to trade their produce is that they do not
produce consistent quantities of uniform quality.
The authors are of the view that emerging farmers should consider applying for an exemption from
the Competition Act and group themselves where they would work together to improve the
quality of their produce (e.g. by sharing of information), which could improve their marketing
opportunities in alternative markets both locally and internationally. These commodity groups can
be used to lobby the government to build infrastructure for emerging farmers, which can be used
for group marketing and transport. For example, in the wool industry emerging farmers could
establish a pool (central gathering points of wool by farmers) to which they can supply their wool
to mitigate the transaction and transport costs. The contents of the pool can be classed, packed,
and marked and each farmer can receive reimbursement according to their contribution after the
contents of the pool have been auctioned.
Packaging and branding
Packaging is an essential component of the food system, ensuring the safe handling and delivery
of fresh and processed food products from the point of production to the end-user. Brand
development is also very critical in driving the sales of products.76 In this regard, packaging and
branding is an important aspect of agricultural product marketing for emerging farmers.
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Opara, U.L. & Mditshwa, A. “A review on the role of packaging in securing food system: Adding value to food products and
reducing losses and waste”. African Journal of Agricultural Research. Accessible at:
https://academicjournals.org/journal/AJAR/article-full-text-pdf/80C982E34864 last accessed on 19 September 2019.
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There are several players in the South African packaging industry. Packaging SA is a voluntary
industry body constituted to promote the benefits of packaging and the industry at large. Its
members include converters77 and associates.78 It is estimated that the converters represent about
70% of the revenue generated by the industry, whilst associates are the major raw material
suppliers, material organisations, brand owners, retailers and other organisations and associations
with interests in the packaging industry.79
Packaging companies in South Africa often impose minimum order quantity restrictions on their
products. Furthermore, retailers normally set their own packaging requirements to manufacturers
in order to stock their products. However, this makes it more difficult for new and smaller
producers to access their shelves.80 Smaller players lack the scale to invest in packaging for large
quantities and as a result, use generic packaging which is inadequate or not very appealing.
Stakeholders recommended that small packaging houses should be established in strategic
locations or at fresh produce markets to accommodate emerging farmers with their packaging
requirements. This support can be provided by the provincial government and private packaging
companies.
The research reveals that there may be competition concerns in the packaging sector which need
exploration and further work beyond this study. However, the authors note that there are ongoing investigations against market players in the industry by the competition authorities. The
Commission has referred to the Competition Tribunal for prosecution, packaging paper products
manufacturers and suppliers, namely; Mpact and New Era Packaging, for cartel conduct. The two
companies have been charged with price fixing, dividing markets by allocating customers and
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Converters include ALPLA, APL, RPC Astrapak, Bowler Plastics, Boxmore Plastics SA, Consol Glass, Constantia Afripack,
Corruseal Group, Gundle Plastics Group, Huhtamaki South Africa, ITB Manufacturing, MCG Industries, Mpact Operations,
Nampak, PailPac, Polyoak Packaging, Rheem South Africa, Shave & Gibson Group, SRF Flexipak, Taurus Packaging and Tetra Pak
SA.
78 Associates include Aerosol Manufacturers’ Association of South Africa (AMA), AMKA, Aspen Pharmacare, AVI, Avon, BMI
Research, Clover SA, Coca-Cola South Africa, Collect-a-Can, CTP Limited, Dosco Precision Hydraulics, Dow Southern Africa,
Extrupet, Heraeus Electro-Nite, Hulamin Limited, Institute of Packaging SA (IPSA), In2Food, Nestle SA, Metpac-SA, Paper
Manufacturers Association of South Africa (PAMSA), Packaging & Print Media, PET Recycling Company (Pty) Ltd (PETCO), Plastics
SA, Polyolefin Recycling Company NPC (POLYCO), Polystyrene Association of South Africa, Printing SA, Recycle Paper ZA, Revlon
South Africa, Safripol, Sappi, Sasol, Southern African Vinyls Association (SAVA), The Glass Recycling Company, Unilever South
Africa and Woolworths.
79 Packaging SA. Accessible at: https://www.packagingsa.co.za/about/ last accessed on 19 September 2019.
80 Tamara Paramoer ‘Regional Value Chains: Exploring Linkages and Opportunities in the Agro-processing sector across Five
SADC countries’ (CCRED Working Paper 4/2018) page 46, accessible at
file:///C:/Users/DanielaB/Desktop/EXPLORINGLINKAGESANDOPPORTUNITIESINTHEAGROPROCESSINGSECTORACROSSFIVESADCCOUNTRIES1.pdf last accessed on 25 September 2019.
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tendering collusively in the market for the manufacturing and supplying of corrugated packaging
paper products. The investigation is still ongoing.81
Opportunities for Emerging farmers
Emerging farmers must look for opportunities to sell their produce in all of the distribution channels
including selling collectively to retailers, exports and sales to processors for the production of
processed products (e.g. fruit juice).
Exports
Agricultural exports contributed approximately 2.5% of Gross Domestic Product in South Africa in
2017.82 The agricultural sector contributed approximately 10% to South Africa’s total export earnings
in 2017 at a value of $10.3 billion. Citrus, wine, table grapes, apples and pears accounted for the
largest exports by value. South Africa also exports nuts, corn, wool, sugar, and mohair to name just
a few products.83 In 2018, South Africa’s agricultural exports grew by 7% to $10.6 billion, a record
level in a dataset starting from 2001. This was underpinned by increased exports of oranges, grapes,
wine, maize, apples, wool, lemons, mandarins and pears, amongst other products.84
Agriculture forms a significant portion of the economies of all African countries. It can, therefore,
contribute towards major continental priorities, such as eradicating poverty and hunger, boosting
intra-Africa trade and investments, rapid industrialization and economic diversification, sustainable
resource and environmental management, creating jobs, human security and shared prosperity.
The agricultural sector currently makes up an average of 24% of GDP in Africa and is central to
growth and socio-economic development in most of Sub-Saharan Africa. Market-focused
agriculture has the potential to absorb rural labour and to stimulate related economic activities in
rural areas.85
South Africa is among the world’s largest producers of fresh fruit and the South African fruit
industry is the largest contributor, in terms of value, to the country’s agricultural exports.
Approximately 90% of South Africa’s fruit is exported to the international market, with the
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Competition Commission. Media Statement 19 April 2019. Accessible at: http://www.compcom.co.za/wpcontent/uploads/2019/01/CORRUGATED-PACKAGING-PAPER-COMPANIES-PROSECUTED-FOR-COLLUSIVE-CONDUCT.pdf
last
accessed on 20 September 2019.
82 https://www.agrisa.co.za/news/812838f9562a8c9075f3cbc796697c62 last assessed on 05 June 2019.
83https://www.export.gov/article?id=South-Africa-agricultural-equipment last assessed on 05 June 2019.
84 https://www.fin24.com/Opinion/wandile-sihlobo-a-record-year-for-sas-agricultural-exports-20190212-3 last assessed on 05
June 2019.
85 https://www.tips.org.za/research-archive/item/download/1517_3683c4434d17efb09187af79a055358e last assessed on 05
June 2019.
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remaining proportion being consumed locally and processed. A large share of South Africa’s fresh
fruit exports, dominated by citrus fruit, is destined for the European Union (EU).86 Agricultural
exports play a significant role in the South African economy however more reflection is needed on
the type of products that South Africa exports. For instance, South Africa exports raw materials or
unfinished goods (e.g. raw tomatoes) whereby the product is then processed by the country that
exported the product into tomato sauce or and other processed products. Volumes of agricultural
exports from South Africa have been fluctuating over the past five years. For instance, exports
decreased in 2013/2014 and again in 2015/2016 financial years and increased in 2014/2015 and again
in 2016/2017 as depicted in figure 8 below.
Figure 8: Total agricultural exports 2012-2017
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The value of exports increased by 11,4%, from R62 716 million in 2010/11 to R69 881 million in
2011/2012. The Agricultural exports in 2012/2013 were the value of exports increased by 7, 7%, from
R76 900 million in 2013/14 to R82 839 million in 2014/2015.87The value of agricultural exports
increased by 17, 4%, from R83 022 million in 2015/16 to R97 429 million in 2016/17 as depicted by the
rise in export in figure xx above.88 What this shows is that the agricultural exports play a significant
role in the growth of the South African economy although there are fluctuations.
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Figure 9 below depicts the countries that South Africa exports to internationally over the past 5
years and what we can observe is that South Africa heavily trades with the European Union,
followed by Asia, the Middle East and Africa only constitutes less than 5% of our total exports. The
countries that South Africa exports to is determined by the type of agricultural products. For
instance, South Africa exports raw material or products that still need to go through the valueadding processes such as fruits and vegetables and other primary goods.
Figure 9: Countries that South Africa exports to internationally 2015-19
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For the years past 5 years, approximately 35 per cent of export was focused on European Union
countries, the Netherlands being the most important one. In recent years, more than 20 per cent
of exported South African fruit has been shipped to the Netherlands every year. A large share of
that is then re-exported.89 The most important agricultural products exported to the European
Union include wine, fresh grapes, oranges, apples and pears. Currently, South Africa trades with
the European Union under the agreement called the Trade, Development and Cooperation
Agreement (TDCA). The TDCA was entered into force in 2000 whereby there was tariff reduction
for South Africa exporting to the European Union which made it cheaper for South Africa to export
to the European Union. Furthermore, 61% of agricultural exports into the European Union become
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duty-free after 10 years of trading.90 These conditions set out in the TDCA have made it easier for
South Africa to trade with the European Union hence the great percentage we export to them.
Figure 10 below depicts the produce that South Africa exports to other countries across the world.
The authors observe that marine products, red meat, onions and frozen fruit constitute more than
2 million kilograms and other products such as grapes, pineapples melons and other produce
constitute less than 2 million kilograms.
Figure 10: Total exports in terms of products internationally 2018-19
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Source: Author’s compilation based on information from PPECB

Figure 11 below depicts the type of agricultural products that South Africa exports to the rest of
Africa, the agricultural products include grapes, citrus fruits, stone fruit, potatoes, avocados and
other fruits and vegetables. The authors observe that the products exported to the rest of the
world are also exported to the rest of Africa. Meaning that there is a similar trend between goods
demanded by the international community is also demanded in the rest of Africa.
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Figure 11: the total exports to Africa in terms of products 2018-19
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Figure 12 below depicts the African countries that South Africa trades with on the continent and
what one can observe is that South Africa trades heavily with Angola followed by Congo, Senegal
and Kenya. South Africa also exports approximately 5% to the rest of Africa and there is a demand
for the agricultural products that we produce. Exploring expansion to the rest of Africa can be an
alternative for South African emerging farmers as the cost of transport is reduced as the countries
are closer than countries in the European Union or North America. By expanding into Africa, South
African farmers will be exploring a market that is already established and there is already a demand
for agricultural products.
Figure 12: Exports from South Africa to African countries 2018-19
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Source: Author’s compilation based on information from PPECB
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Export opportunities in the rest of Africa
According to the African Development Bank, two out of every three African countries have
experienced greater difficulty in trading with their neighbours than they have in doing so with the
rest of the world, largely as a result of tariff and/or non-tariff barriers. Furthermore, Sub-Saharan
African countries have been found to have higher non-tariff barriers between themselves than with
third-party countries.91 Intra-African exports face tariffs more than 60% higher than those on
comparable exports to the world as a whole.92 This is why we find South Africa trading with
international countries such as those in the European Union and not trading with Africa.
South Africa needs to better leverage the existing regional trade arrangements and various
bilateral agreements to expand and diversify its export basket destined for the rest of the
continent. Currently, South Africa is a member of the Southern African Development Community
(SADC) and the Southern African Customs Union (SACU), having also entered into bilateral
agreements with Botswana, Lesotho, Namibia, South Africa and Eswatini. The aim of SACU is to
maintain the free interchange of goods between member countries. It provides for a common
external tariff and a common excise tariff to this common customs area. Bilateral agreements such
as this one encourage trade between South Africa and its neighbouring countries.93
Another initiative that will assist emerging farmers to export to the rest of Africa is the Tripartite
Free Trade Area (TFTA) encompassing the members states of the Southern African Development
community (SADC), the Common Market for Eastern and Southern Africa (COMESA) and the East
African Community (EAC), it will create larger regional markets and greater economies of scale for
South Africa’s industrial players. Tapping into potential opportunities emanating from increased
regional integration on the continent, a declaration launching negotiations for the establishment
of the tripartite co-operation agreement was signed in June 2011 by the heads of state and
government of the SADC, COMESA and the EAC. The main objective of this tripartite cooperation
is to strengthen and deepen the economic integration of Africa’s southern and eastern regions.
This is expected to be achieved through harmonization of policies and programmes across the
three regional economic communities (RECs) and has, as its main pillars, market integration,
infrastructure development and industrialization. The proposed tripartite free trade area consists
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50

of 26 countries with a combined population of nearly 600 million and an overall gross domestic
product of around USD2 trillion.94
The initiatives mentioned above are ways in which emerging farmers will be able to trade with tariff
reduction as well as a reduction in transport costs to export to Africa compared to exporting to
international countries such as those in the European Union.
Export opportunities in select markets
Emerging farmers must pursue opportunities in high-value crops where there is an export market.
Export opportunities in the citrus fruit, potatoes, poultry and wool value chains are considered
below.
a) Citrus fruit
The CGA Grower Development Company indicated to the authors that exports of citrus fruit
(lemons and oranges) present opportunities for emerging farmers since they are able to earn good
profits at the current exchange rate.95 The US Global Agriculture Information Network (Gain)
forecasts that South African citrus exports to the United States, Europe and Asia will grow by up
to 8% in the medium-term due to demand in global markets.96 There are therefore opportunities
for emerging farmers in emerging markets in Asia and the Middle East.
However, the Johannesburg Fresh Produce Market cautions against focusing on export markets,
given the stringent standards applicable, if the issues in the local market from the processing level
are not addressed. There are high regulatory barriers to access routes to market citrus fruit. It is
generally known in the industry that South African citrus exports face stringent requirements for
market access to the EU. In January 2018 the EU passed new fruit safety regulations which added
the false codling moth (FCM) to the list of regulated pests, requiring trade partners to implement
risk management systems to ensure that exported citrus and deciduous fruit are free of the moth.
Fruit must either be sourced from an FCM-free area or must otherwise be subject to cold treatment
or other measures to ensure that pests are eradicated. The South African fruit industry has been
preparing its FCM risk-management system for over four years to comply with the new regulations.
The EU Commission for health and food safety has also not relaxed the onerous testing
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requirements for Citrus Black Spot (CBS), another regulated fruit disease since some South African
citrus exports were found to be contaminated in 2014.
The EU remains South Africa’s largest trade partner for citrus, importing up to 800,000 tons per
year. If emerging farmers want to participate, they would have to keep up with the regulatory
framework and associated costs governing European exports. It was reported by Deon Joubert,
the South African citrus industry’s representative in the EU, that Brexit negotiations may offer
some opportunity for citrus exporters. The South African fruit industry may be able to negotiate a
more favourable trade agreement than the current status quo.97
As of 2018, the Citrus Growers Association (CGA) is also engaged in negotiations with several other
countries to grow export volumes. These include the Philippines, India, Vietnam, China and Hong
Kong, Japan, South Korea and Russia.
b) Potatoes
According to the Bureau for Food and Agricultural Policy (BFAP) 2015 Baseline, South Africa’s
potato demand has been increasing by an average of 3% per annum since 2009. Meanwhile, potato
production is set to reach 2.7 million tons over the next decade, up 23% from the current levels of
2.2 million tons.98 The observed and projected expansion in yield means that the seed industry is
going to play an increasingly pivotal role in the growth of output and exports. Production growth
has been, and will continue to increase well above local demand growth, providing further scope
for exports into the region, and beyond. What this means is that there are opportunities for
emerging farmers to export potatoes from South Africa. There is room for emerging farmers to
export potatoes to international countries and to the rest of Africa as a way to maximize profits.
Over the past 5 years, South Africa exported, on average, R363 million of commercial potatoes and
R51 million of potato seed. Recent export data suggests that South Africa’s commercial potato and
potato seed exports are highly concentrated in the African market, with Asian markets accounting
for a marginal share of the industry’s exports.99 Figure 13 below depicts the countries that
exporters can earmark in order to target a market that will have high rewards.
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Figure 13: Countries with high and low import growth

Source: https://agbiz.co.za

c) Poultry
SAPA indicated that the export market should be considered as an opportunity for local chicken
producers. However, the research reveals that most countries do not import chicken due to
sanitary or disease reasons (such as influenza). Most of the stakeholders interviewed suggest that
the government pursue a bilateral agreement with the European Union (EU) to open channels to
export.

Export markets currently only include Mozambique, Lesotho, Namibia, Zimbabwe,

Zambia, Botswana, Angola, and Swaziland. Access to the Middle Eastern market should be
explored because the UAE and Saudi Arabia are large importers of poultry.
d) Wool
It has been noted that small-scale sheep farming tends to take place under communal land tenure
systems. This is coupled with challenges such as spreading of diseases. In this regard, such
challenges can be addressed through the development of profitable communal farming systems.
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The research further finds that each export market has a demand for different types of wool.
Although the authors acknowledge that emerging farmers should find alternative markets on a
scale that can substitute current export markets, this cannot be realised in the absence of support
to them in the form of training to produce quality wool. We are of the view that training and
development from the government to emerging farmers could allow emerging farmers to diversify
their production and have access to other export markets. This would ensure that their farming
enterprises are protected against the risk of exports being banned in regions where the industry
is mostly export-reliant.
Processing of agricultural products
South Africa has a very concentrated poultry industry focused specifically on commodity
production. It has a few major producers specialising in fresh or frozen unprocessed chicken and
chicken pieces. Commodity production will remain important, but producers should consider
value-added, niche products to expand market share and competitiveness. Stakeholders raised
opportunities for emerging farmers to produce processed, partly cooked chicken since the
concerns of disease fall away. An example is Sovereign Foods. In 2012 it developed it's ‘home meal
replacement’ range of fully cooked and crumbled portions. This range of higher-margin, niche
products include crumbed, coated, fully cooked, marinated and frozen products, which by 2017
were generating 34% of the firm’s turnover.100 It is understood that some of these products are
being exported to the Middle East. Two advantages of this strategy are that exports benefit from
the weakening of the Rand and brining does not pose a constraint on exporting frozen cooked
products since there is no need for brine before cooking. Sovereign Foods indicated to the authors
that processing of chicken requires a large capital investment (which exceeds R50 million). This
poses a major challenge for emerging farmers to access the processing level of the value chain.
However, it submits that there are opportunities for emerging farmers in contract farming models
for chicken processing and these should be further explored.101 Another example of processing is
RCL, which is exporting pies and its ‘Freezer to Fryer’ range into Africa and the Middle East.102
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Emerging farmers should pursue opportunities for processing fresh produce. An estimated 1.2
million tons of fruit and over 300,000 tons of vegetables are purchased for processing by South
Africa’s major fruit and vegetable processors, the Rhodes Food Group, Pioneer Foods, and Tiger
Brands. The sales value of fruit and vegetable preparations is estimated to be between R21bn and
R23bn as of 2017. 103
South Africa’s installed fruit and vegetable processing capacity has been expanding in recent years,
primarily driven by heavy investment on the part of the Rhodes Food Group. Rhodes has budgeted
R1bn in capital expenditure for the expansion and upgrading of its fruit and vegetable processing
facilities through the period 2020. The South Africa fruit and vegetable processing industry
represents a major source of increasing demand for emerging farmers. Support is needed from
government to create trade opportunities for the export of processed products from South Africa.
Sales to institutional organisations (schools, hospitals and prisons)
Opportunities must be created for smallholder farmers to sell their produce to schools, hospitals,
educational institutions and prisons. This will require the government to implement policies that
require procurement from emerging farmers. Increased uptake by government institutions from
emerging farmers will aid their entry and expansion in the sector.
Technology and innovation
In 2018 the Western Cape Department of Agriculture and the University of Stellenbosch Business
School published a report on the potential effect of the fourth industrial revolution on South
African agriculture.104 The report identifies seven key emerging technologies. These include new
water-management technologies, automation, the internet of things (IoT), sensor technology and
smart farming, (genetics, and AI and machine learning). The report states that smart farming,
making use of an integrated network of sensors, robots, and AI-driven data analysis to automate
the production and post-harvest process, will “create tremendous efficiencies when used at scale”
and produce unprecedented agricultural growth. The report however also notes that the
technological advancements will be hugely disruptive, potentially resulting in large-scale job losses
for semi-skilled and unskilled labourers. The report recommends that government and role players
in the sector invest in the adoption of agricultural technology and training.105 Opportunities need
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to be created through partnerships between private players and emerging farmers to access new
technologies for inclusive participation and competition in agriculture.
8.

Conclusion

This research paper uncovered barriers facing emerging farmers to access markets in the grain,
poultry, red meat, wool and fresh produce (citrus fruit and potatoes) value chains. In the grain market,
emerging farmers require training on grading standards, production and market planning. The factors
most constraining to competition in the poultry market relate to lack of local production capability,
access to government support, information asymmetry, the price of domestically produced inputs and
dumping of imported chicken. The authors observe that there are high barriers to entry in the retail
and export channels of the fresh produce market. Emerging farmers generally lack the skills required
to undertake compliance measures with international standards and are thus unable to access foreign
markets.
The research indicates that in the red meat market there are factors affecting the participation of
emerging farmers in the entire value chain. The barriers that exist include constraints faced by
emerging farmers in trading their produce through certain marketing channels such as abattoirs. For
example, there is a high-risk factor of their animals being condemned based on health status. There
are also costs incurred such as abattoir fees and transport costs that may reduce the price they receive
for items sold and profits. The onerous packaging and labelling requirements further limit the ability
of small-scale producers to sell their produce in market segments such as the retail sector.
In relation to wool, the authors find that there are opportunities for emerging farmers to access the
wool markets, mostly through the export market. It is also the farmer’s choice on how they trade their
produce either by selling through an auction process or directly to buyers (e.g. wool brokers or
processors). In this regard, the authors are of the view that while there might be behavioural barriers
such as the bias of wool buyers in the uptake of wool produced by emerging farmers, the barriers to
market access in the wool industry are not insurmountable. The system appears to allow market
participation by emerging farmers through various wool marketing channels.
The quality of agricultural production is dependent on access to finance, the quality of the raw inputs
of seed, fertiliser, fungicides, pesticides and farming and irrigation equipment, among other inputs
and infrastructure, that is required to ensure that the crop comes to an efficient yield. The perishable
nature of the products necessitates a reliance on logistics and storage. Thus, the barriers in accessing
finance, inputs and infrastructure have a bearing on the sequence of the value chain (particularly
access to markets) and the quality of the output. If these challenges are addressed, it will improve the
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marketability of emerging farmers produce’ and create opportunities to sell within the different
distribution channels and routes to market.
-End-
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