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Agricultural employment scenarios

Executive summary

Introduction

Agrcoulture is often held up as a sector in which much employment can be created,
not least because it s allegedly chatractedsed by a relatively low cost-per-job.
However, long-term trends in South Africa suggest thar — at least in terms of
employment on commetcial farms — agriculture as a source of employment i5 in
decline. One question therefore is whether this trend can be halted, or better,
reversed. Another question is whether there are alternative ways in which agriculture
can be harnessed for the natonal good, with the two obvious candidates being
redistdbutive land reform on the one hand and agricultural development within the
former homelands on the othet. However, to date, the former is proceeding slowly
and performing pootly, and the latter is scarcely happening at all,

Despite this apparently bleak picture, the potential contribution of agriculture in
pursuit of national objectives of job creation and poverty reducton is and will remain
an urgent issue, There are vadous reasons for this, not the least being that, on the face
of it, one should think that agriculture is naturally suited to assist in poverty reducton
where it is most concentrated — in rural areas. Secondly, there is 2 near consensus in
the intcrnational literature that agriculture is a vital sector in promoting ecotiomic
developtnent generally and assisdng poverty reduction specifically, .

This papet sccks to re-examine the potential of agriculture to coneribute to job
creation and poverty reduction in South Africa. It does so mainly through simple
spreadsheet-based ‘scenado analysis’ that secks to illuserate what is conceivable,
complemented by commentary as to what is feasible and likely. Tt is a te-examination
in the sense that there have been various earlier attempts to do much the same, but on
a more piecemeal basis, The diffetence between this and earier efforts Is mainly one
of timc - this cxcrcise has the advantage of looking back over 10 vears of post-
apartheid agticultural and land policy, which has somewhat informed our
understanding of current trends of what is possible and the constraints we face, The
current exercise is also, however, different in terms of operating at an aggregate level
tathet than in terms of a concrete, well-tounded empirical case study. This is an
advantage as well as a weskness, The advantage is that the question of agniculture's
contribution to jobs, livelihoods and poverty reduction is very much a natonal one,
and can best be appreciated by considering it in this fashion, The weakness is that the
prescnt cxcrcise remains quite crude, for example, by not assessing market dernand
conditions, not sccking to quantify secand-order effects, not placing a clear cost on
the different possible policies, not captuting important local differences and not
taking care to examine resource constraings critcally. It is, however, a start which the
authors intend to refine in coming months,

Current realities and trends

The rcport begins by considering current realides in respect of three arcas in which or
through which agricultute can conetibute to employment and livelhoods —
commercial agricu]tutc, agriculture in former homeclands and redistobutve land
tefortm. In terms of commercial agriculture, between 1985 and 2002, the number of
cmployees in commercial agriculmfc declined by 29%, a loss of 380,000 jobs, There is

e
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broad agreement that there i3 4 sccular absolute decline in commercial farm
employment, affecting both regnlar and casual/seasonal workers, but particulatly the
tormet. While there s no single cause of this trend, it is well cstablished and looks set
to continue, It is not that commercial farmers ate spending less on employment;
indeed, they are spending more, but this spending is concentrated on cver fewer
workers who are presumably more highly skilled, together with sundry casual workers
who account for a small portion of the agricultural wage bill. The cnd result is that
fewer and fewer rural black households have farm employment as a source of income,
and particularly as a Jieady source of income. Thus commercial agreulture is gradually
falling away as onc of the mainstays of the mral economy, with seemingly little apart
fram social grants replacing it

Turning to agriculture in the former homelands, according to the Labour Force
Sutvey, over the perdod 2000 to 2006, the number of blacks practising agriculture at
some scale has increased from 3.5-million to 4.5-million, mote or less keeping pace
with tutal population prowth. (See section 2 for an explanadon of how these ﬁgurcs
were derived and why they differ from other measures of subsistence agriculture
taken ftom the Labaur Force Survey) Although we cannot establish how much of
this agticulture occurs in formet homeland ateas, it is reasonable to supposc that most
of it takes place in these arcas. At the same time there is a steady increase in the
number of blacks practising agriculture. Even so, one is struck by the paradox that
although so0 many individuals and houscholds engage in agriculmire in former
homelands, it does not seem to offer a toute out of poverty, It would seem that the
number of people whom we might describe as cmerging commercial farmers (those
who farm as a main source of income) is few and remaining so, And yet, according to
some estdmates, there ate three million heetares of under-utilised, high-potential arable
land in the former homelands, whereas there is only a total of 12-million hectares of
arable land in commercial farming areas, never mind high value. What accounts for
the under-utlisation of this land is complex and contested; however, it does suggest a
significant oppottunity that should be seized, Indeed, there are claims on technical
grounds of massive possible increases in agricultural (self-jemployment in former
homeland areas, provided comprehensive interventons and appropriate budgets.

Turning finally to redistributive land reform (within which we include the land
redistibution and the land restituton compenents of the national land reform
progeamme), there Is general agreement that it is not creating livelihoods at anywhere
near the rate that the delivery figures might suggest. There are various reasons for
this, including the fact that many beneficiaries reflected in the official figures allow
their names to be used in applicatons by friends or family members who seek o
increase the amount of grant assistance provided by government, as well as the reality
that numetous land teform projects ate laying idle. The net impact of land reform on
labour absorpdon is unknown, both in terms of diteer (farm-level) and indireer
cffects. In terms of direct effects, in many cases the decline in production is such that
the ptofits from farming accruing to beneficiaties is well below the farm wage bill
paid on that farm peior to transfer. However non-monetary benefits are evident, and
the number of people having a livelihood stake in a given farm may be greater,
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International trends in agricultural employment

There ate two conttastng stylised trends in agricultutal employment worldwide. On
the one hand, among developed countries with low poputation growth, agricultural
employment has been in decline reladvely and absclutely for the last half century, as
fewer farms tely increasingly on lahour saving machinery due to the tising cost of
labour telative to capital, coupled with ever high supervision costs as consolidaton
procceds. On the other hand, for less-developed countries with high population
growth, self-employment in agriculture is ever growing, on incteasingly matginal plots,
tor lack of alternative economic opportunites.

While thete is a grain of truth in these gross generalisations, they mask a great deal of
real-life heterogencity, Dirawing on the internadonal literature, the repott proposcs a
simple typology which distinguishes agratian structures dommated by family farmers
from those having a greater share of larpe farms and thus mote pronounced inequality
in land ownership. Then within each of these, the extent to which the current policy
otlentaton suppotts of penalises family fatms §s examined. The main purposc of
oftering this tentative typology populated by examples is in part to illustrate (he
diversity of situations and trajectoties, but also to dtive home that the policy choice of
whether and how to support agriculture has cnormous implications for rural poverty,
but not through any simple mechanism.

The significance of this discussion for the case of South Africa is not straightforward.
In a sense, the panern of job shedding in the large-scale commercial part of South
African agticulture fits the stercotype of developed countries with land-extensive
ecanamies. [t is, however, peculiar in the sense that the trend towards capital intensity
is not so clearly an adaptation to the rising cost of farm labour relatdve to capital.
Rather, as in some other countries, there was an era when government policy-drove
down the cost of capital 45 a deliberate means of ‘weaning’ South African agriculture
from a dependence on labour, Although these policies have largely been eliminated, in
their place has cmerged a higher ‘perecived” cost of labour, a recently introduced
minimutn wage for farm workers, and arguably, a higher reservation wage emanating
from an unlikely source — social grants, This is ‘perceived’ in reladon to historical
costs pethaps, and yet wages are so low on average in agriculture that the majority of
workers would find their families living on less than US$1 a day.

South Africa obviously alse bears a strong affinity to those countries with highly
unequal land distribution that have neglected, if not damaged, the small-seale farming
sector, with the same consequences for rural poverty as is typical of this group. One
question 15 whethet it can refashion itself as the thied type of country, that is, one in
which the small-scale farming sector benefits from cffective support despite a strongly
dualistic structute, Possibly yes, but arguably this is not what South African policy is
cutrently seeking to do. Rather, this policy is secking to do something for which we
do not have any recent internatonal examples, namely large-scale redistributive land
rcform that cmphasiscs the integration of black farmers into the mainstream
commercial agrcultural sector. The absence of such exatmples could merely reflect the
incompleteness of our typology, but it could also suggest the difficulty of the road
that South Aftica is seeking to travel,
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Agrarian reform scenarios

The paper procesds to elaborate a2 number of stylised scenatios depledng different
ways in which South Africa’s apraran stmucture could conceivably change. The
purpose of the exercise is not to determine what is likely, nor ex amie to exclude that
which might scem implausible. In the fiest instance the purposc is to conduct simple
experiments that allow us to see ‘how much difference it makes” if the agticuleural
scctor is structured one way rather than another,

The scenarios evolved out of a collectve process, beginning with a wotkshop which
was held in May 2007 to discuss and examine alternative agricultural employment
scenanos. Pollowing the workshop, participants were invited to submit scenarios in
writing, where scenarios wete understood broadly to mean a ‘possible agrarian
structure’. A total of 12 scenados were submitted, among which there was a fair
amount of convergence. However, in order to compare and summarise, it became
clear that the simplest approach was to consider the elements of the scenatios rather
than the scenarios themselves. In this respect the major distinction was that between
‘former white rural South Africa” and the former homeclands. The table bhelow
summanscs the diffcrent distinet seenarios that were considered in tespect of each of
these,

Former whitc rural RSA scenarios Former homeland scenarios
1. Condnuadon of current trends + failed 1. Contnued stagnation of former homeland
tediseributive land teform agrmicultury
2, Intensification of commercial agriculturs II. Re-peasandsation

through state-led incendves and investments 1. Internal commercialisation and consolidation

3. Sueceessful large-scale rediscributive land reform
+ maintenance of productive core of white
commercial farms

1V. Commercialisation by way of sclling out/aff

4, De-racialisation of comnmetcial agricalure
5. Public estate farming

6. Large-scale non-productive populist
redistributive land reform

The task is then to generate order-of-magnitade cstimates regarding the ‘employment
oucomes” of the scenarios sketched above, and to discuss their policy implications
and feasibility. The manner in which the cstimates were produced relics mainly on
assumptions regarding land — for example, how much (what share) of land is brought
into producten or changes from one production regime to another — coupled with
cocfficients regarding numbers of farmers, or employees of ditferent categodes, pet
hectare, To the extent possible, these coeflicients were determined per province, on
the basis of which the scenario implications were caleulated for each provines and
then aggregated back to national level. Five distinct categories of ‘employment
outcomes’ wete considered 50 as to avoid treating qualicatively different types of land-
based livelihoods as though they are cquivalent,
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The main findings from the exercise arc summansed as follows, according o these
five employment outcome categotics:

Formal agricuitural employment — Several of the scenaros considered offer
substantial increases in formal agricultural employment, Broadly, these can be
divided between those that would do so through encouraging greater labour
absorption within the commercial farming sector of former white tural South
Africa, and those that would do so through fostering the development of a
commercial farming sector in the former homelands, For the former, we argue
that the increase would most likely be 4 temporary shift to a higher level of
employment (say by 20%) from which the sector’s charactetistic pattern of job
shedding would rhereafier continue. Meanrwhile, there is reason to suppose that
4 boost to farm employment brought about by the emergence of large-scale
farming in the former homelands would be more enduring, The downside of
the latter, however, is that it could conceivably occur at the expense of the
smallholder sector, Redistributive land reform in former homelands promises
to reduce employment, but the simulation suggests that the extent to which this
is so depends critically on the extent to which undet-utilised land exists, and
the success with which that land is targeted. The worst-case scenario is the
large-scale non-productive land reforn’ scenario, which, if it took place as
imagined here, would have a significantly negative impact on agricultural
employment, and presumably more widcely as well.

Large-seale black farmers — A number of scenarios would tesult in significant
increases in the numbcer of large-scale commercial black fatmers, While the
number of large-scale black farmers that would be created is very small reladive
to most of the other employment categaries, it is latge relative to the number
of such farmers that currently exists, and relative even to the current number of
white commercial farmers. One observaton from the scenario analysis is that
significant numbers of black commercial farmers could be fostered even
through a tedisttibution programme that did not particularly focus on this
catcpory of land reform beneficiary. Another observation is that, as with formal
agricultural employment, a potent way of providing for black commercial
farmer development could be through reotganising producdon in the former
homelands.

Swall-bolder black farmers — Given the modest amount of land required to
accommodate an additional smallholder, a number of the scenatios suggest the
potential to dramatically increase the total number of smallholders. This
inchades those scenatios that aim at a ‘balanced’ land reform that caters for
different types of beneficiares. The constraint is cleatly not the Tand budget’ as
such. ©OOn the one hand, part of the constraint is the absenee of government
policy thar favours redistdibuton to smaltholders. On the other hand, and at
least as important, there is a need tn find a way to make smallholding a mote
attracUive economic propositon than it currently seetns to be.

Semi-subsistence produsers — Semi-subsistence producets are by far the most
populous categary, and one might suppose theretfore that there is little need to
increase this category further. Although not emphasised in this repott, this is
not the case, owing 10 the widespread importance people ateach to having small
amounts of land from which to supplement their diets, together with the fact
that many people lack such land, Thus the scenarios that offer sizeable
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incteases in the number of sermi-subsistence producers should be accorded
some weight, These include particularly the redistributive land reform options
which allow even just a tnodest share of land to be devoted to this purpose.

Smallbolder employment — For the most part, the scenaros were constructed in
such a way that the number of smallhclder employees increases ot decreases in
proportion to the change in the number of smallholders themselves, We know
reladvely litde about smallholder employees as a group, and thelr inclusion in
this analysis is by way of ensuting that one does not discount their potendal
sigmificance, Having said that, we are fairly certain that being an employee on a
smallholding is an infetior economic oppottunity telative to most of the other
categorics, with the possible exception of semi-subsistence producers, These
jobs ate pootly remunerated and most often casual and/or scasonal. This is
another way of saying that their increase or decrease should not be a majot
consideradon In assessing the relatve attractiveness of the different scenatios,

Conclusion

The purpose of this report was to explore possible future agratian structures in South
Aftdca from the perspective of employment and liveBhoods, The analysis sought to
take into account future developments that could emerge in both former rural white
South Africa and the former homelands by means of vardous types of intervendons,
in¢luding bur not limited o redistdbetve land reform, The ambidons of the exereise
were nonetheless humble and modest; we did not seck, for example, to estimate the
impact of different scenarios on the incidence of poverty, jross domeste product
(GDP), rural-to-urban migration or on food prices, which is not to say that agratian
restructuring would not have implications for these. Rather, this was a first step
towards a more inclusive consideration of agrarian restructuring, from which we have
hopefully taken away a better sense of what the important issues are,

A few tentative conclusions along these lines emerge. First, notwithstanding our very
imperfect knowledge of the situaton in former homelands, it is clear that any effort to
use agriculture as 2 means of creating and improving livelihoods should by all means
include former homelands as a central part of this effort. Secondly, within the
admittedly madest goal of redistributing 30% of white-owned commercial farmland
to blacks, there is ample opportunity to cater to different categories of beneficiaries,
and no particular mtionale for focusing on only one kind of bencficiary. Thirdly, to
the extent that redistdbutive land reform could well have negative consequences for
employment levels on commercial farms, this impact should be attenuated. One
means for seeking to do so is to target commercial fartnland that is under-udlised
carefully.

10
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1. Introduction

Agriculture is often held up as a sector in which much employment can be created,
not least becavwse it is allegedly characterized by a reladvely low cost-per-joh.
However, long-term trends in South Africa suggest that, at least in terms of
employment on commetclal farms, agriculture as a source of employment is in
decline. One question therefore is whether this trend can be halted, or better,
reversed, Another gquestion is whether there are alternadve ways in which agriculture
can bc harnessed for the national good, with the two obvious candidates being
tedistributve lund reform on the one hand and agricultural development within the
former homelands on the other, However, to date, the former is proceeding slowly
and performing pootly, and the lattet is scarcely happening at all.

Despite this apparently bleak picture, the potential contribution of agticulture in
pursuit of national abjectives of job creation and poverty reduction is and will remain
an wrgent issue, There are varous reasons for this, not the least being that, on the face
of it, one should think that agriculmire is naturally svited to assist in poverty reduction
where it is most concentrated — in rural areas. Secondly, there'is a near consensus in
the International lterature that agrculture is a vital sector in promoting economic
development generally and assisting poverty reduction specifically.

This paper secks to re-examine the potentdal of agrculture to contribute to job
creation and poverty reduction in South Africa. Tt does so mainly through simple
spreadsheet-based ‘scenacio analysis® that secks to ilustrate what is conceivable,
complemented by commentary as to what is feasible and likely, Tt is a re-examination
in the sensc that there have been various eatlier atrempts to do much the satne, but on
a more piecemesl basis. A significant contribution alonyy these lines, for cxample, is
the two-volume set entitled Tand, Tabour and | iveliboods in Rural South Africa (Lipton,
de Kletk & Lipton, 1996; and Lipton, Lllis & Lipton, 1996), which contains
numercus case studies illustrating the potental impacts of different policies,
particulacly related to redistrbutive land reform,! The difference between this and
catlier etfores is mainly one of tme — this excrcisc has the advantage of looking back
over 10 years of post-apartheid agriculiural and tand policy, which has somewhat
informed our understanding of current trends, of what is possible, and what are the
constraints we face, The current exercise is also, however, different in terms of
operadng at an apregare level rather than in terms of a conecrete, well-founcded
etnpitical case study. This is an advantage as well as a weakness, The advantage is that
the question of agriculiure’s contribution to jobs, livelihoods and povetty reductdon is
very much a mational one, and can best be appreciated by considering it in this
fashion. The weakness is that the present exercise remains quite crude, for example by
not secking to quantify second-order effects, by not placing a clear cost on the
ditferent possible policics, by not captuting important local differences and by not

! Interestingly, the production of these volumes culminated in 2 spitited debate whereby the editors
aceused some of the contributors of being exeessively sceptical about “the capability of South African
agmiculture to generate increased livelihoods” (Lipton et al,, 1996 viil), largely owing to different ideas as
te suitable models for agocattaral land use.
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taking care to examineg resource constraints critically. It is, however, a start which the
authors intend to refine in coming months,

The paper is organised as follows: Section 2 summatises current trends in each of the
three ‘vehicles” under consideradon — commercial agticulture in *former white rural
South Africa’, agriculture in former homelands and redisttibutive land reform, Seetion
3 provides a bdef overview of the international literature regarding the contribution
of agriculture to employment creation and poverty teducton. The core of the paper is
Section 4, which presents alternadve possible future agricultural employment
scenarios and their implications, Section 5 concludes.
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2. Current realities and trends

2.1 Employment on commercial farms

Thete is broad agreement that there is a secular absolute decline in employment on
commercial farms. Figure 1 caprures these trends since 1960 and shows that from
atound 1970, there is a fairly consistent decline in farm jobs, notwithstanding some
volatlity, The relatively rapid decline in repular versus casual/season farm jobs since
the mid-1980s implies a gradual process of casualisadon of the agricultural labour
force.

Figure 1 — Farm worker jobs on commercial farms, 1960-2002

—+— Regular -a— Casual/seasonal -—-a~— Total

Source: Staticties South Africa (Stats S1), varions

The rable below presents a rough snapshot of the four most significant sources of
employment in former white rural South Africa as of September 2002, ‘The figures arc
approximations in the sense that the Labour Porce Survey (LFS) upon which the
cstimates are based does naot allow one to distinguish- between different types of rural
areas. Moreover, there is some question as to the manner in which employment in
mining is captured as rural versus urhan, but for now we employ the designations that
were available in the TFS ar that time, Tn any event, the table establishes the dominant
contribution of agricultural employment as a source of jobs, though it ranks second to
mining in terms of the income from those jobs.

i
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Table 1 - Approximate employment and wage shares in white rural
South Africa, 2002

Employment share Earninpgs share
Agticulrure 3% 24%
Mining 11% 31%
Educators, nurses, ete, 3% 16%
Domestic 21% TV

Soureer Estimated from the LES, September 2002

Given the downward trend up to 2002 (as in Figure 1), one can surmise that
girtieulture’s dominance was therefore even greater than what is evident from the
2002 LF$ data. The implication is thar the pm;::es.s of job shedding has had enormous
implicadons for employment and livelihoods in former white rural South Africa, but
also that it appears sct to continue declining, Having said this, it is impertant to point
out that over this same petiod, the actual farm wage bill was increasing, as shown in
the table below,

Table 2 - Selected figures on comercial farms, 1971 to 2002

Average Average Average Avcrage cxpend

Y, Commercial 28 remuneration / Wage bill AL on fixed imps
ar P Employment  employces / i Rernilli wage bill / d hi

armos farm employee {R-tnillion) fapm  3nd machinery /

{R/worker/year) farm

1971 00,422 1,516,013 17 2,884 437 48,345 68,978

1985 65,880 1,323,694 20 4,330 5,732 7,000 93,386

1993 57,980 1,003,265 19 4,806 5,254 90,625 71,695

2002 45,81% 940,820 21 6,607 6,216 135,654 142,857

Source: Stat SA, vartous
Nute: Al Rand figures in constant 2002 Rand,

The precise picture is a bit blurry, given that for putposes of the table, regular wotkers
arc lumped topether with casual/scasonal/contract workers. However, the overall
pattern is clear enough, The relatively sharp real increase between 1993 and 2002 in
the average remuneration per employee does not, as one might suspect, reflect the
introduction of the sectoral determination (minimum wage) in agriculture, since in
cffeet that did not take place untl the following vear, It most likely rather reflects the
growing premium farmers were prepared to pay their smaller, skilled core of regular
watkers. At the same time, onc can sco that capital cxpenditure per farn increased at
roughly the same rate as the average wage bill per farm. However, bearing in mind
that the former is cascntally a capital expenditure and the lattet an opetatonal cost,

the pattern reveals the steady process of farm capitalisation, all the more necessaty

hecausc of the dramatc decline in commercial fartning units over this petiod, which
tesulted in a tapid increase in average farm size.
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All of this points to the fact that Sourth Africa has followed the same path as other
land-extensive agricultural economies around the wotld. It is not particularly an
adjustment to greater export otientation (the export share of agriculture was higher in
the 1970s), nor overwhelmingly of libour ‘re-reguladon’ (the trend is evident from
carlicr on, though it may well have heen aggravacéd by this process). I anything, there
appeats to be a strong correlation between the downsizing of the agricultural labous
force and farm consclidaton. In the Free State, for example, the correlation
coefficient between the decline per district between 1993 and 2002 in the number of
fartn jobs versus the number of farming units is 0.53, The fanm conselidation trend in
South Africa is pronounced: as shown in the table above, in 2002 there were half as
many farming undes as in 1971,

Given the fact thal even while agricultural employment has declined, the aggregatc
wage bill for agriculture has increased in real terms, what ate the implications for
black rugal houscholds living in former white mural South Africa? The implications are
presumably that there is growing inequality among them (though not particulatly stark
in the greater scheme of things, gven that skilled agdeultural workers are certainly not
getting rich at present), but more importantly, that fower and fewer households have
farm employment as a source of income, and pardeulatly as a steady source of income.

in principle there is seope for intensification of agticulture in cettain areas, for
example, Mpumalanga and KwaZulu-Natal, which would likely result in an increase in
labour demand. However, this assumes success in gaining better access to expott
markets (Vink et al,, 1999; Carstens et al,, no date). In the present de-regulated state
of agricultural commodity markets, government appears to have litde influence in
encouraging specific patterns of agticultutal investment. In any event, between 1993
and 2002, regular farm cmployment declined especially precipitously in KwaZuolu-
Nartal and Mpumalanga, while non-regular employment declined there as well, though
less dramatically.

While the multiplier effects of agricultural Investment and growth are often fauded,
there is less attention to the negative spill-overs associated with the downsizing of the
agricultural labour foree, and the evicdons that are sometimes the means of this
downsizing, These spill-overs include the mushrooming of informal setdements
around towns and cites, whose residents local government is often ill-prepared to
support, as well as disintegration of social networks (Atkinson, 2007; Nkuzi and Social
Surveys, 2006).

2.2 Self-employment and employment in former homelands

According to the LI'S, over the period 200H) to 2006, the nomber of blacks practicing
agticultute at some bC'i]t‘: has increasing from 3.5- million to 4.5- million, more or less
keeping pace with rural population growth (see Figure 2). Although we cannot
establish how much of this is in former homeland areas (like most of Stats $A’s data
sets, there 15 no field thar helps to discriminate between former homeland and other
argas), it is reasenable to supposc that most of it is. At the same time there is a steady
increase in the number of blacks practising agriculmare; however, there is a
conspicuous move away from producing as a main source of food in favout of
producing for an extra source of food. We do not know the precise reason, but very
likely it is the ever greater penetration of social grants, which makes people less
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absolutely dependent on agriculture, This interpretation is supported by an analysis of
the T.FS o the effect that households that engage in agriculture as a main source of
food are on average poorer than those households who practice agriculture for some
ather reason, In addtion, when they shift from agriculture as a2 main source of food to
some other reason (that is, by cxamining the situation of the same households
through successive panels of the data), that shift is typically associated with an

increase in income, though we arc not necessarily able to identify the source (Aliber,
2005).

Figure 2 — Number of blacks practising agriculture, by ‘main reason’,
2000-2006

Millions

Sept. Feb. Sept. Feb. Sept. March Sept. March Sept. March Sept March
2000 2001 2001 2002 2002 2003 2003 2004 2004 2005 2005 2006

o Main source of food ® Main source ofincome O Extra source of income
B Extra source offood B Lelsure activityhobby

Sowrce: Stats SA4, ILES, vartous

Whether orf not this is a corrcet interpretation, one is struck by the paradox thar so
many incividuals and households engage in agriculture, and yet it does not seem to
offer a route out of poverty. It would seem that the number of people whom we
might describe as emerging commercial farmers (those who fatm as a main source of
income) are few and remaining so. And yet, according to some estimates (Depattment
of Minerals and Energy, 2006), there are three million hectares of under-utilised, high-
potential afable land in the former homelands, whereas there is only a total of
12-million hectares of arable land in commercial farming areas, never mind high value.
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What accounts for the under-utilisation of this land is complex and contested (a topic
to which we return in Section 4); however it does suggest a significant opportunity
that should be seized. Indeed, there arc claims on technical grounds of massive
possible increases in agricultural (self-jemployment in former homeland areas,
provided comprehensive interventions and sizeable budgets (Walters et al,, 1998),
There is also a suggestion that agriculture’s superior forward and backward linkages
arc such that the indirect benefits from such intetventions would be significant
(Carstens et al, ibid). However, there is little cvidence of massive interventions of any
kind in former homeland areas. Moreover, the Communal Land Rights Act, which
according to the gpovernment’s Programme of Action is meant to “improve the
possibi].iﬁcs for better economic utilisation of communal land” (South African
Government, 2007), has not begun to be implemented (except for a handful of pilots,
and if so very recenty). Thus one cannot yet speak of its economic effects, if any,

2.3  Self-emnployment and employment via land reform

Thete arc claims that land reform can contribute significantdy to increased labousr
absorption in agriculuste, This is thaught to he possible due to an expected inverse
relationship between farm sive and productivity, such that smaller farms are more
lahour absorbing per unit of land.2 "The ultitnate relationship between labour intensity
and farm sixe depends on the availability and uptake of efficiency-cnhancing labout-
using technologics, both in the smallholder sector and among commercial farms
(Vink et al, 1999, However, the relevance of the inverse farmsize-productivity
rclationship has been contested. Sender and Johnston (2004), for example, suggest
that the empitical evidence in favour of such a relationship is mixed and sornetimes
exaggerated. In one of the few studies that has sought to compare labour intensity of
redistributed land in South Africa, Aliber et al, (2006) found that, for the pardcular
example of Elliot District, Bastern Cape, there was a modest net inctease in the
number of land-based liveliboods associated with the redistributed land, but char
much of it was relatively poorly remunerated.

The scale of redistributive land reform to date is modest but also difficalt to quantify,
given data problems and questions around the interpretation of data {see Figure 3).
There is general agreement that redistributive land reform (both redistribudon and
restimtioﬁ) is not creating livellhoods (even in gross terms) at anywhere neat the rate
that the delivery figures might suggest, in latge part because for an unknown but non-

trivial share of projects the land remains idle, if not endrely then at least in terrms of its
arable land.

2'This in fact is the logic of the stiements regarding tand reform in the 1994 Puliy Framework document
of the Reconstruction and Development Programme (RIIP), which asserted, inter alia, that land reform
would serve as “the cenrmal and daving force of a progeamine of roeal development™ through which
would be generated lagre-seale cmployment, improved rural incomes and reduced over-crowding (ANC
1994: 82,42,
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Figure 3 — Cumulative number of land reform beneficiaries, 1996-2005
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The net fmpact of land reform on labour abserption is unknown, both in terms of
divcet (farm-level) and indirect cffects, In terms of ditect effects, in many cases the
decline in production is such that the profits from farming accruing to beneficiaries is
well below the farm wage bill paid on that farm prior to transfer. However, non-
monetaty benefits are evi-dc:nt, and the number of peaple having a livelihood stake in
a given farm may be greater,

Beyond the strict economic impacts, one argument is that the introduction of land
reform legislaton (especially BSTAY has accelerated the downsizing of the
agricultural labour force (Sunde and Kleinbooi, 1999), with the suggestion that even
the mete thetoric around land reform is having the same effect (Simbi et al,, 2000,

2.4 Summary

Table 3 below attempts to sumnmarise the current levels and recent shift in vadous
categoties of agricultural employment and self-employment, as well as notes data
sources and Issues related to measurement, Later in this report we will use a slighdy
different set of categories, in pardeular to distinguish different types of land reform
beneficiaries, bu to the extent possible this serves as the benchmark from which we
operate. The inclusion in the tble of 3 figure for agro-progressing is to give a sense of
the relative impertance of this form of agriculture-related employment. However, it s

3 The Exiension of Securty of Tenure Act of 1997,
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given scant attention in the rest of the paper, an omission we hope to correct in
moving from this to the next version of the smdy.

The use of the LFS as a basis for determining the number of blacks practising
agrculture raiscs a possible point of confusion. The LIS picks up information on
agticulture at different stages, not least question 4.3 of the questHonnaire where
agriculture for own account is onc opton among others regarding the petson’s ‘main
work’ in the previcous seven days, Together with those whe in the previous seven days
warked for someone else for pay in the agricultural sector, the responses (o this
question are commonly used in reporting the extent of employment and self-
employment in agriculture, for example, in Stats SA’s own LFS-based statistical
teleases. Later in the LEFS questionnaire is a queston that effecdvely asks whether the
petson has cngaged in agriculture for own account, at any scale, in the previous 12
months, Mot surprisingly, the data emanating from this other question reveal
engagement in agriculture that is much higher, and more steady from one survey to
the next, than thar which comes from the seven-day reference petiod quesdon. The
problem with question 4.3 as a basis for determining the number of people cngaged in
agriculture is twofold. First, because of the brevity of the reference period, aggravated
by the fact that the survey is administered near the beginning of the main planting
scason and again near the conclusion of the main harvesung season, v is badly
affected by seasonality. Beyond that is likely to particularly miss those whose
agticultural activities are sporadic. Secondly, question 4.3 asks specifically about the
individual’s main cconotnic activity in the previous seven days, very likely meaning that
many people who did engage in some agtcultural actvity in the previous week will
not mention it because they regard some other economic activity as more significant.
Thus to be absolutely clear, in contrast to the manner in which Stats SA typically
reports agrcultucal employment from the LIS, the estimate of 3.5-million to 4.5-
million blacks engaged in agriculture at some level (as shown in Figure 2 above)
comes from the 12-manth relerence pericdd question from the same survey, which we
tegard as more meaningful and reliable as a measure of self-employment,
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Table 3 -~ Summary of current forms of employment in agriculture

Approximate number

Type (year)

Rccent changes
(period}

Sources and notcs

480,000 - regalar

{20012)
Commercial farm &
employees o 460,000 - casual/seazonal
(2002)

— 170,000
(1993 to 2002)

Agric censuscs. The is a slight issue of non-
comparability between the 1993 and 2002
census in that the latter included commercial
farms in former homelands while the former
did not. However, emplayment on these newly

+ 14,000
(1993-2002)

780 000 - est. total
(2005)

— 300,000
{1993-2005)

Agric censuses. Casual worker numbers fairly
volatie, so should interpret with ¢are,
Trtnd-;;i-;x:::: 2002 escimated using % change
according to LFS between 2002 and 2005,
though note that LFS and agric census not
easily comparable,

200,000 - *smallholders’ and
medium-scale conmmnercial
{armets

(20053

L n e ——————— e A B A g

Communal areas

*4-million 1o 4.5-million - ‘semmi-
: subsistence’

(2006)

+/=0
(2000-2006)

LF5. Trend is uncertain owing to changing
satnpling (rame of LEFS, at prolably little or
ne change.

1 2000000 o 1T-million
{2000 -2006)

LFA. Trend is uncetrain owing to changing
sampling frame of LFS, but probably is large,
MNote that we do not know for certain is what
shate of these individuals are actually within the
former homelands, but presume that most are.
Note also that the 4-million individuals belonyg
to approximately 2-million houschalds.

44 000) - rediseribubon
(2005}

Land reform L e .

110,000 - restitution

(2005)

+ 44 000
(1995 to 2003)

DLA data. Highly questionable both in quantity
and quality.

+ 110,000
(1995-2008)

DLA data. Highly qu_c_s_t_i::;:; able hath in -qu'a'ntity
and gualicy,

380,000

FO-processin
Agro-p € (2005)

— 150,000
(1990-2005)

NALEDI 2006, with data from 1LF3, The
authors caution about the reliability of the pre-
2005 data. The 380,000 include formal (approx
80%) and informal (approx 20%); the decline
singe 1990 15 based on NMALEDI s calculations
from TIPS EasylDara which appear 1o exclude
informal sectot,

20



Agricultural employment scenarios

3. International trends in agricultural
employment

There are two contrasung stylised trends in agricultural employment worldwide, On
the one hand, among developed countrics with low population growth, agricultural
employment has been in decling relatively and absolutely for the last half century, as
fewer farms rely increasingly on labour saving machinery duc to the rising cost of
labour relative to capital, coupled with ever high supervision costs as consolidation
proceeds. On the other hand, for less-developed countrics with high population
growth, sell-employment in agriculture is ever growing, on increasingly marginal plots,
for lack of alternative cconomic epportunites.

While there is a grain of truth in these gross gencralisations, they mask a great deal of
real-life helerogeneity, for example, a wealthy country like Japan that has made 4
conscious choice to protect small-scale family farms; Latdn American countrics which,
on the whole, have witnessed a decline in agricultural employment since the mid-
19805 despite generally tobust popelation growth and stagnant mactoeconomic
performance; and South Asia, in which, although agricultural employment is rising
guickly and comprises two-thitds of rural employment, almost half of this agricultueal
cmployment takes the form of wage cmployment rather than self-employment. The
determinants of rends in emplovment and self-employment are thus complex,
bearng as they do on the interplay between changing resource constraints,
technological change, policy shifts at national level, and of course policy shifts in
tespect of international trade reladonships.

Part of the policy shifts are themselves the result of changes in perspective 13 o the
role of agriculrural in national development, and the role of agricultural employment
as part of an agricultural sector strategy. To offer another gross generalisaton, one of
the dominant messages of development thinking since the 1980s has been the need ta
correct for what had emerged in the mid-20% century as typical industrialisation-
{ocused development strategdes that taxed or penalised agriculture. As the costs and
limitations  of these wrban-biased strategies were increasingly recognised, the
corrective measure identified was ‘balanced growth’ in which agriculture and
mvesttnents to promote agriculture were key, However, whether and how the call for
more attendon to agaculture has been heeded has in many instances been conditoned
by a country's polidecal configuration and/or perception of what investment in
agriculture actually means, Thus the idea that agricultural policy should focus on
supportting latge agricultural estates could be a reflection of the belief that this is the
best way of cnsuring that agriculture makes a positive contribution to the national
economy — or it could merely be 3 means by which large landowners ensure that their
interests are protected. Lither way, these choices have critical implicadons for
agriculture ecmployment, for example, among wage carners, both in terms of theie
numbers and their employment conditons. Another issue of perception 15 whether
agriculture is a pillar of economic development, a means of social protecton or a
refuge for the unemployable. Policy debates tend to bounce back and forth between
the position that agriculture serves the valuable funetion of providing for those who
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lack alternatives and the concern that it concecals under-employment that should
tathet be harnessed to enhance economic growth,

The torthcoming Werld Developmrent Report for 2008 addresscs the role of agriculture in
development and focuses especially on various strategies through which agricultural
smallholders can be supported, both for their own sake and so that a8 a group they
can contributc morc to the process of national economic development, The Repart
also helpfully offets @ number of generalisations pertaining to trends in agrcultural
wage employment in less developed and middle-income countries, from which we
note the following: i) wage earners mmprise a growing share of those actve in
agrculture over time and as per capita income fscs; i) demand for agricultural
employment is positively affecred where agricultural resources are mcreasnng,ly
devoted to high-value commodites, which in turn is a commeon feature of economic
development; i) seasonality of agricultural wage employment is incteasing,
presumably eroding some of the benefits to be derived through the increase in labour
demand; iv) given generally poor remuneration, wage employment in agriculture
offers limited opportunities to escape poverty; however v) to the extent the rural
cconomy diversifies to include mote nonfarm cnterprise, rural dwellers have
oppottunities to earn higher incomes, depending, however, on their human capital,

The table that follows atlempts 10 convey a sense of the diversity in agrarian reform
structures in conjuncdon with current orentations of agricultural pelicy. The
proposed typology is admittedly coarse: we distinguish on the one hand between
agradan structures dominated by family farmers and those having a greater share of
large farms and thus more pronounced inequality in land ownetship. Within each of
these we also distinguish according to cutrent policy otentation, in partculat the
degree of support to family farms / smallholders. The table seeks to highlight the
typical policies associated with these different types (bearing in mind that they are not
static), then the overall effect of the policy orientation, particulatly in terms of rural
poverty, and finally a selection of country case studies which seek to illustrate some of
the poing made, Unfottenately, the brevity of the presentadon generaly precludes
showing the country-level evidence as to the link between policies and outcomes,
There is alse some ambiguity in how the country cascs arc catcgotised. For cxample,
China is identified as an example of a country whose agricultueal sector is dominated
by family farms in a supportive environment, But to the cxtent that rural incomes
have tisen, is this because the government has made such a strong Investment in
suppott of agricultuee, or tather Lecause it removed the constraints that it formetly
imposcd? By contrast, Tanzania is catcgorised as having an apricultural sector
camprising mainly family farms, but in which the main fault of the government (at
least currently) s neglect,

The main purpose of offedng this tentative typology populated by examples is in part
to illustrate the diversity of situations and trajecroties, but also to drive hame thar the
policy choice of whether and how to support apricultuze has enormous implicatons
for rural poverty, but not through any simple mechanism,

The signjﬁcﬂm:c of this discussion for the case of Sonth Africa is not straightforward.
As suggested above, in a sense the pattern of job shedding in the large-scale
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commercial part of South African agrdculture fits the stercotype of developed
countrics with land-cxtensive economies, except that it is peculiar because the trend
towards capital intensity is not so clearly an adaptadon to the dsing cost of famm
labour relative to capital. Rather, as in some other countrcs, there was an cra when
government policy drove down the cost of capital as a deliberate means of “weaning’
South African agriculture from a dependence on labour (for cxample, through
negrative real interest cates on medium-termn loans, favourable tax depreciation policies
for apricultural equipment, cte.). Although these policies have largely been climinated,
in theit place have emerged a higher ‘petceived’ cost of labour (for example, via
legislation conferring tenure rights on farm dwellers, as well as growing fears of farm
violence), a recently introduced mimumum wage for farm workers, and arguably, a
higher reservation wage cmanating from an unlikely source — social grants.® This is
‘perceived’ in relation to historcal costs pechaps, and yet wages are so low on average
in agricultute that the majotity of workers would find their families living on less than

US31 1 day.

South Afrca also obviously bears a strong affinity to those countdes with highly
unegual tand discribution that have neglected, if not damaged, the small-scale farming
sector, with the same consequences for rural poverty as is typical of this group. One
guestion is whether it can refashion itself as the third type of country, that is, one in
which the small-scale farming sector henefits from effactive support despite a strongly
dualistic stracture, Possibly yes, but arguably this is not what South African policy is
currently seeking to do. Rather, this policy is seeking to do something for which we
do not have any tecent international examples, namely large-scale redistributive land
reform that emphasises the integratdon of black farmers into the mainstresmn
commetcial agricultural sector, The absence of such examples could merely reflect the
incompleteness of the table, but it could also suggest the difficulty of the road that
South Africa is seeking to travel,

1 We cannow offer proot of this last statement; rather, it is based on inconclusive anecdotal evidence,

5 1f one retumed to an eardier era, one might wish to inelwde Taiwan and Japan, which had effective fand
redistmbution programmes. The hesitaney in doing so has w do, in patt, with the very different historical
contexts thar enabled these programmes to procesd, but at least as much with the different ariculiural
context — these were mainly land-to-thetiller reforms, which present far less difficulty and litde
discontinuiey in productoen systems,
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4. Agrarian structure scenarios

4,1 Introduction

This section presents stylised scenarios depicting different ways in which South
Africa’s agrarian structure could conccivably change, while drawing out the
implicatons for employment and self-employment in the agricultural sector. The
purpose of the exercise is not to determine what is likely, nor ex ante to exclude that
which might seetn implausible. In the first instance the purpose is to conduct simple
experimet:n‘.s that allow us to scc ‘how much difference it makes’ if the agriculural
scctor is structured one way rather than another,

The scenarios cvolved out of a collective process, beginning with a workshop which
was held in May 2007 to discuss and examinc altcrnative agdeultural employment
scenafos. The workshop tself was inconclusive (owing in large measure to
disagreement as to whether ot not scenarios could or should be policy driven).
Howevet, following the workshop participants were invited to subinit scenarios in
writing, where scenarios were understood broadly to mean a ‘possible agrarian
steucture”, Six people submitted a total of 12 scenarios for consideration, There was a
fair amount of convergence among some of the proposed scenarios, and in parricular
among some of their elemcnts,‘ for in reality many of the proposed scenatios
combined different elements of agrarian testructuring or non-restructuring. However,
different contributors combined the clements in different ways, and some appeared to
have contrasting views as to the desirability of what ostensibly are the same or similar
developments, ‘

In order to compare and summarise, it became clear that the simplest approach was
o consider the clements of the scenaros rather than the scenarios themselves, In this
tespect, the major distinetion was that between ‘former white rural South Africa” and
the former homelands, Table 5 below summanses the different disdnet scenarios that
were considered in respect of each of these, {ollowing which they are described in
more detail. This is not to deny that there may be logical affinitics between certain of
the “former white rural RSA scenarios’ and some of the ‘former homeland scenarios’,
but that these affinitics are not paramount and in any event are mote easily considered
after-the-fact. The scenarios are not listed in any particular sequence, save for the fact
that for each vatiety the fivst scenario listed is cffectively the stafw gue option.
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Table 5 — Overview of possible agricultural scenarios

Former white rural RSA scenarios Former homeland scenarios
1. Continvation of current trends + failed I.  Continued stagnation of former homeland
redistributive land reform agriculture

2. Intensification of commercial agriculture through 1. Re-peasantisation

state-led incentives and invesunenes L .
ITI. Internal commercialisation and consolidation

3. Buccesstul larpe-scale redisiributive land reform +
maintenance of productive cote of white
commercial farms

IV, Commercialisation by way of selling out/off

4, De-racialisation of commercial agriculouze
5, TPublic estate farming

. Larpe-scale non-productive populist redistributive
land reform

4.2 Employment scenarios based on different agrarian
structures

This scction presents order-of-magnitude estimates regarding the ‘employment
outcomes’ of the scenatins sketched above, and discusses their policy implcations
and feasibility, We stress that these estirnates are order-of-magnitude for a vatiety of
reasons, not least the many {and sometimes debatable) assumptons on which they are
based. ‘Employment outcomes” are disaggregated into five categoties, in order to
avoid treating qualitadvely different types of land-based livelihoods as though they are
equivalent®;

Formal  agricultural  employment — Wage employees in primary commercial
agriculture, including both regular and scasonal/casual. No distinetion is drawn
here between employment in different agricultural sub-sectots or different skill
levels, not between employment on white-owned ot black-owned large-scale
commetcial farms. However, in respect of the latter, scenario 4.2 considers the
possibility that employment intensity on black-owned commercial farms might
decline.

o T arge-seale black farmers — Fmerging black farmets of a scale consistent with a
plan recently tabled by the Ministry of Agricultuve and Land Affatrs, which
works out to much larger than current redistriibution projects, but only abowt
onc-quarter as large as the average white commercial farm, In terms of the
cutrent number of such farmers, this is very difficult to know, thus we
depended in patt on the 2002 Apdeultural Census (which included for the first

& Fven amonyg thase who are employed rather than self-employed, there is typically a difference between
the wages and working conditions in the formal sector versus those experienced by employees of small-
holders, which arrangements are more typically informal,

204
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time commercial farmers in the former homelands) and a portion of
redistribution beneficiades.

. Small-bolder black farmers — Small-scale producers who consistently market a
surplus but whoe do not necessarily regard agricubture as a full-dme activity, nor
necessarily as the only source of income. Establishing the average size of such
farmers is gucsswork, given that the definition itsclf is so imprecise.

L] Semi-subsistence prodacers — All other blacks involved in agrculture, mainly for
Own-Cconsumption putposes, hut not precluding occasional sales. The current
number of such producers is taken from the LFS, in pardcular the question
asking whether the person had practised agriculture in the ptevious 12 months,
and in pardcular those who indicated that they had practised agrculture for the
sake of detiving their main or an extra source of food,

. Smallbolder employment — Those employed by smallholders, generally on a casual
or seasonal basis, remunerated either in cash or in kind.

Thete arc two omissions from this list — white farm owners and those employed in
agro-processing. White farm owners are not ingluded on the gmunds that they are not
a tagget group for employment (though implicitly white farm wotkers are included, by
virtae of the fact that they are eounted among the formal agricultural employees).
Agro-processingr jubs are for the most part excluded in that our scenados generally
provide us littde guidance as to how agro-processing jobs may change.

The manner in which the estimates were produced relies mainly on assumptions
regarding land — for example, how much (what share) of land is brought into
ptoductdon ot changes from one production regime to another — coupled with
coefficients regarding numbers of farmers, or employees of different categories, per
hectare. To the extent possible, these cocfficients were determined per provinee, on
the basis of which the scenatio implications wete caleulated for each provinee and
then aggregated back to national level. The assumptions as to the current state of land
under-utilisation have no cmpirical foundation; rather they are offered in the spirit of
indicating the implications § so much under-utilised land existed and were put to
alternative uses. For the most patt, scenatios involving redistributive land teform
assume government’s longstanding 30% target (that is, as a2 share of ‘white-owned
commercial farmland’), and that this applies equally to all nine provinces, It thus
abstracts from the fact that in some provinces, it appears that land restitution alone
could result in more than 30% of commercial farmland changing hands.”

The calculations are ‘timeless’ in the sense that they indicatc the implications of
scenarios us though those scenarvios could be effected immediately, in the current

7 For example, the esdmate is that about two-thirds of Limpopa'’s commercial agricultural area is under
claimn. However, more and mere land that is transferred via land reform, and by land restitudon in
particular, is either Jeased back to white commercial faemers, or is farmed through joint ventures with
‘stratcgie parrners', in which case it would appear that, at least in the short term, the employment offcers
are non-existent,
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economic context. We do not venture estimates as to how long a desired scenatio
might take (o achieve, or what the path to that state might look like. The 2020
bascline scenario figures are shown for the sake of ilustrating our best guess as to
what the future might look like if current trends were to continue to that year, but
comparisons in respect of the ather scenarios are drawn relative to the 2005 bascline
scenano tgures,

For scenario 2.2, which assumes that infrastructure investments and/or incentives are
such that 20% of the commercial farmland currently under field crops is placed under
horticulture, our land/labour coctfficients per sub-sector are estimated from the 2002
agricultural census, This is done by means of caleulating felative employment
intensitics in apricultural districts categorised as dominant in that sub-sector, where
dominance is taken to mean that mote than 50% of the distrct’s gross income is
attributable to that sub-sector, This is therefore an impetfect disagrregaton of the
agricultural labour force, but probably not inapproptiate. o

By and large, resource constraints other than land ate not taken into account, for
example, water, agricultural skills, implementation capacity, etc. As for these other
resaurce implications, as well as the policy and social implicatons more broadly, these
are touched on in the discussion, Similacly, secondary impacts are not reflected in the
estimates, but are touched on qualitatively, where possible,

Base scenario 1 & Base scenario I:

‘continuation of current trends * failed redistributive land reform’ and
‘continued stagnation of former homeland agriculture’

This is the status gue scenario in respect of both ‘former white tural RSA® and ‘the
former homelands’, in the sense that in the former there is cxpected o be further
consalidation of commercial farms and labour shedding and a continued failure to
redistibute/restore significant amounts of land into the medium term, In the lacter it
is envisaged that agricultural land continues to be grossly undec-utlised, if not
hecoming motc so.

A vadadon (or accentuaton} of the ‘former white rural RSA’ component is that ever
more commetrcial grazing land is converted to game farming (with what appears to be
negative conscquences for labour absorption, although it is not clear whether we are
adequately factoring in job creation through rural tourism), and to non-agricultural
use (‘life-style’ land use). In terns of the failure of land reform, three main storey-lines
are offered: 1) the non-resolution of land claims continues to act as a disincentive to
commercial faemers to invest in intensificadon opportunides where greater labour
absorption might otherwise be possible; i) to the extent thar restitution and even
redistribution are effected, this is increasingly through strategic partnerships and
sharc-cquity models (not least because of the growing awareness of non-perfortming
‘ordinary’ land reform projects), which do livtle o change the natre of production, or
create viable black-owned and black-run commercial farms; and {if} because land
reform  beneficiaties fail to compete with their established commercial farmcer
counterparts, they succumb to the temptation o either lease or sell back their land to
the latter.
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Tn addition to assuming that small-holder and commercial production in former
homelands is stagnant, the former homeland component supposes that the current
trend will continue, whereby the number of people engaged in small-scale gardening
keeps pace with rural population growth, such that the net effect is neutral in terms
household-level food security.

The figures for 2020 are estimated naively, that is, by taking the average annual
percentage change observed from the recent past and applying it to the 2005 figures.
Apart from not secking to take into account other possible (non-scenatio) impacts on
these trends, it must be acknowledged that the span of time on the basis of which the
annual percentage change is caleulated, is arbitrary, For large-scale black commercial
farmets, the increase between 2005 and 2020 is expected to take place due to land
reform, but only a subsct of current land redistribucion beneficiaties are coutited as
such.® Black smallholders, on the other hand, are a sub-category of blacks practising
agriculture in the former homelands. Given our understanding of the term
smaltholder’, it is unclear whether land reform is contributing to their increased
nutnbers at all.? The last two points together raise the thorny question of how to treat
most other land reform beneficiaries — those who are not large-seale black farmers
benefiting from redistribution. In this base scenaro, we just assume that they arc
minimal in number owing to a pootly performing land reform programme, while in
other scenarios, we imagine a somewhat differendy constued land reform that
conforms more to our understanding of what can be accomplished through
agriculture. -

Table 6 — Base scenario estimates for 2005 and 2020

2005 2020 % change
Formal apric cmployees 780,851 619,908 S21%
Large-scale black fatmers 1,00 4,000 300%
Black smallholders 200,000 250,000 25%
Semi-subsistence farmers 4,000,000 5,000,000 25%
Smaltholder employees 100,000 125,000 25%
Agro-processing employees 380,000 270,000 -16%

8 In pardcular, those who benefir from the Land Redistributon for Agricalural Developmen
programme, and in particular those which are effectively family farm beneficianes as opposed to
henchiciaties of group projects,

¥ In addition, the reorganizarion of some of the irrigation schemes may well have the effect of reducing
thg numbet of smallholders in the near futre.
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Former white rural RSA Scenarlos

Scenario 2:

‘Intensification of commaercial agricultura through state-led incentives
and investments’

The essence of this scenatio is that the state undertakes strategic interventions with 3
view to promoting fuller land use and/or sub-sectors that will result in increased
labour absorption. The former presumes that a certain share of commercial farmland
is under-utilised and could be put to more economic use, The latter requires the state
to be able to cotrectly identfy opportunitics where there is scope — technically and
cconomically — to cncaurage more intensive, labour-using agricultural activites,
whethet through moditying the trade regime, ereating demand for new products,
investing in more irtigation or other infrastructure, ete. The obvious example of such
an intervention would be the bio-fuels proposals presently under discussion, which
could be targeted at both established commercial farmers and emerging farmers (and
indeed within fotmer homelands). For purposes of genetating estimates, we suppose
two simple vadables. In 2.1, we assume that 209% of commercial farmland s
unutilised, and that it is typical/average, and therefore the labour/land ratios that
apply to the fully-utilised portion ate applied to it as well, In 2.2, we assume that 20%
of the commercial farmland presently under fielderops is shifted into horticulture,
which is charactetised by higher labour/land rato.

Table 7 — Indicative results for scenario 2

2.1 Commercial farmers malding full 2.2 20% of fielderop land put into
wtilisation of available land horticulture

% change % change
MNumber relative to Number rclative to
bazelinc basclinc
Formal agric employees 976,10 25% 926,226 19%
Large-scale black farmers 1,000 0% 1,000 0%
Black smallholders 200,000 0% 200,000 0
Semi-subsistence farmers 4,000,000 0% 4 000,000 0%
Smallholder employees 100,000 0% 100,000 0%

As indicaed above, there is no clear empirical basis for the 20% assumption in
respect of unutilised farmland, and even less for the assumption that it could be used
in the same fashion as the other 80%. The contentdon thar there exists underutilised
commercial farmland is almost certainly true, but at present we know this mainly from
case study evidence and indirect evidence, neither of which assists in determining the
extent of non-utlisation, and even more difficult to measure, under-utilisation, Some
of the rase study evidence suggests that land is abandoned when the current owner
retires from farming or earns 4 living by other means (for example, Wegerif, 2006), or
the land is held for non-agricultural ‘lifestyle’ purposes (for example, Hall 2005).

One piece of indirect evidence comes from the Department of Land Affair's recent

report on farmland prdce trends (DLA, 2006), which notes that the price per hectare
of land acquired for land redistribution is consistently 10% to 20% below the market

-
th
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notmn for that provinee, While this could in principle be due to inferior quality, it is
likely that for the most part this 15 in terms of the poor state of the farm
infrastructure, which in turn is because much of this land has not heen actively used
for a few or several years prior to being sold. Although imperfect, whar the case study
and indirect evidence do suggest is that, as least in terms of non-udlisation (as
opposed o under-utilisation), the predominant patteen is that most of it is found on
fartms which are endrely unutilised and less so on farms that are partially utilised. 1f so,
it indicates a problem with version 2.1 of this scenario, which would be more
straightfotward if, for example, it were a questdon of compelling active fatmers to
make more complete use of their land, and to employ more labout in doing so.

However, the fact is that there is much we do not know about land non-utilisation
and under-utilisation. This also limits our ahility ro envisage appropriate policy
measures to effect 2.1, If, for example, it is the case that most non-utlised and under-
utilised farmland is held by active farmers, then perhaps a wage subsidy or ather
incentives (for example, a new lucrative opportunity such as biofuels) would be
suitable tools. If, however, such land is mostly held by non-farming owners, then
perhaps a land tax would be more appropriate, though more likely as a means of
encouraging owners o sell than w resumne farming themselves, However, it is unlikely
that a land tax will be introduced while municipalities are in the process of
introducing property rates, In any event, most of this land will likely be purchased by
other commercial farmers, who, if recent trends are anything o go by, will employ
minimal additional labour, if any, in order to fazm it

Similarly for 2.2, there is no firm basis to supposing the 20% figure, The 20% figure is
probably not achievable at any cost. It would imply a shift of almost two million
hectares of {ielderops into horticulture, wheteas according to the 2002 Agricultural
Census, only half a million hectares of ticlderops were icdgated in that year, This
means that at least three-quarters of this shift would be possible only by means of a
massive investment in irdgation. By contrast, berween 1994 and 2003, the number of
hectares under irtigadon incteased by only 230,000 hectares.

Thus, although a 19% to 25% inctease in employment on commercial farms looks
attractive — which would translate into an approximate increase of overall formal
scetor employment of 1% to 2% - it is unlikely to materialise, or at any rate not in the
manner imagined here. If it did, it is probable that it would constitute & temporary
boost in employment, because the overall declining trend in farm employment would
likely continue. This is not to discount the value of a temporary employment boost,
but it should be recognised that the underying structure of the commercial farming
sector would not be dramatically altered, not would its teajectory.
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Scenario 3;

‘Successful large-scale redistributive land reform + maintenance of
competitive core of white commercial farms’

This scenario envisages a successful redisttibutive land reform while preserving the
core of competitive white-owned commercial farms. Three variations are posteﬂ for
the sake of this exercise. In 3.1, we imagine that 30% of the commercial farmland is
redistributed to semi-commercial small-holders only, Tn 3.2, we suppose a more
balanced approach to redistributive land reform, which for our purposes is taken to
tnean (arbitrarily) that 20% of the transterred land benefits large-scale black farmers,
GO% semi-commercial smallholders and 2094 semi-subsistenee fartners, Finally, 3.3 1s
the same as 3.2, but we supposc that, of the 309 of land transferred, 20% is
unutilised (as in 2.1 above)., Thus, two-thirds of the land transferted is not at the
expense of current arrangements and employment. (The assumption for now is that
the nature of employment and its intensity are the same on large-scale farms whether
owned by whites or blacks, but that these change when the land is transferred to
small-holder or subsistence producers.)

‘Table 8 - Indicative results for scenario 3

3.1 All transfers o 3.2 ‘Balanced’ land

: 3.3 ‘Balanccd’ land
reform targeting

T Sma].lholdff _____ M refurm - unuti].iaed Tand
: % change; % change ; % change
Number reito!  Number relto: Number el to
bascling - baseline - baseline

o : o

Formal agric employees 488,050 38% 546,616 0% 702,793 10%
Large-scale black farmers 1,000 0% 11,996 1100% 11,996 1,100%
Black smallholders 952 666 376% 651600 296%% 651,600 226%,
Semi-subsistence farmers {4 400,000 W | 5077275 27% | 5,077,275 27%
Smallholder employees 476,333 376% 325 800 2260 325800 226%,

One important observation is that, in terms of formal agricultural employment, the
impact of land reform is much more benign if such a stock of unutilised land actually
exists and if it is successful rargeted. A second observaton is that a balanced land
reform package offers sipnificant increases in all three catepories of land reform
beneficiades, Indeed, the percentage increase in black commercial farmers is especially
large. Ohviously this reflects the low hase from which the scenario starts, but it js also
suggestive of the fact that appreciable numbers of lagge-scale black farmers can be
assisted cven if, hectarc-wise, they are not the main focus of redistributive land
reform.,

In terms of policy, redisttibutive land reform is the main tool covisaged in this
scenaro, and it already exists, To some extent current policy resembles these
scenatios, but there are also important differences. One apparens similarity is that, as
suggested above, land reform tends to acquire under-utilised land, which suggests
that, at least at its curtent scale, it has something in commeon with 3.3, (The fact thar
this is not a deliberate feature of policy is, however, significant, or at least would be it
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and when the pace of delivery accelerates appreciably)) Also, the current land reform
programme does embrace a range of beneficiary types, distinguished, inter alis, by the
amount of land they acquire,

Among the differences, one ohvious point is that the curtent scale falls well short of
the 30% target upon which this scenario is based. In fact, it is less than one-tenth of
this amaount. And lastly, although the current land reform programme does engage a
varety of beneficiary types, they do not closcly match the categorics mentioned here,
in part because they are difficult to characterise. Tt continnes to be the case that most
land reformn beneficlares are members of beneficiary groups that seck to farm as
groups. The fact that these schemes generally fail is generally agreed; however, thers is
no congerted move in favour of sub-division (that is, through which smallholders and
semi-subsistence producers could be created). Rather, the current trend appeats to be
o seek to assist such groups through mentors and strategic partmers. The outcorne of
this approach is difficult to predict, but on the whele does not appear promising. In
any event, ar present land reform does not conttibute meaningfully to the creaton of
opportunitics for smallholders and semi-subsistence producers as we understand
them here.

A ‘successful’ land reform as pictured in this scenatio thus supposes two things that
are curtently absent — a more rapid pace of delivery and a more rational sct of models
for beneficiades.)t We will not delve here into the policy issues associated with
accelerating delivery, except to note that the topic is the subject of widely ditfering
views and it is unlikely that there is anything on the horizon that will remedy the
curtent lacklustre pace of delivery. On the contrary, there is a real possibility thae
recourse to mote aggressive expropriation policies will both fail to dramatically
accelerate delivery and succeed in further alienating commercial farmers who, at the
trargn, will react by accelerating the process of labour shedding and expulsion of
farm dwellers. :

0 Arguably, this reflects the authors’ personal perspective on what constitutes a ‘rational set of models”,
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Scenario 4: ‘De-racialisation of commercial agriculture’

This is the model scemingly advocated by those who strongly espouse a land reform
programme that is geared to promote black commetclal fatmers, It is one possible
interpretation of the Stwkegic Plan for South Afrgcan Agricwlture document (though naot
the only), which effectively seeks to enhance the compettveness of South Afrdca’s
commercial agricultural sector while enabling emerging farmers to integrate inta it
More expressly, it is the apparent intention of a new proposal from the Ministry of
Agriculture and Land Affairs, which calls for the redistribution of five million hectares
of white-owned agrcultural land to 10,000 black farmers by 2009, (This works out to
6% of commercial farmland with an average land parcel per bencficiary of 500
hectares,) While low by commercial farmers standards, it Is several times the average
per-beneficiary land  allocation through the current redistribution  programme,
Scenatio 4 effectively builds on this idea, where rather than targeting 6% of the land,
one transfers 30%. In fact, if one were to transfer 6% of commercial farmland cvery
two years up to 2014 (the current official target date for the 30% target), it would
amount to more of less the same thing,

Tn a sense, this is a component of the previows scenatio, and to an extent its
implications were already captured there. The point of this scenarie is to imagine,
however, that a focus on creating larger black commercial farmers could become the
exclusive focus, if not of land reform generally (présumably it cannot be applied to
restitution), then certainly of land redistrdbuton.

What is distinct about the scenardo is that it docs not envisage any significant
alleration to the structure of the agricultural sector, and thus tesembles scenario 1
above. However, it does presume successful redistributdve land reform by vatious
means, and acknowledges the support measures that would be necessary to achieve it.
(One variation on this scenatio is that it is achieved accidentally, in the sense that it is
on¢ possible future of scenario 3, cspecially 3.1, This would happen if, for example,
attriion in the newly enlarged smallholder sector proceeded by means of
consolidation of black-owned farms (especially likely if some kind of pro-active land
acquisiion becomes a significant vehicle for effecting redistribution) to the point
where medium and large-scale black commercial farmers emerge to resemble white
commoercial farms,

Two versions of the scenario arc enterrained. In 4.1, the only change is the ownership
pattern: although thete would be more black comtnereial farmers than the white
tarmers they displace owing to smaller average fatm size, the new operational units
are still larpe-scale farms and one presumes that they would apply approximately the
same labour intensity as the secior in general. In variation 4.2, we entertain the
possibility that, due to fnancial consteaines, employment intensity on black-owned
latge-scale commercial farms would rather be half that of sector norms, The rationale
tor considedny this vatiation s the obsetvation that, accotding to case study evidence
of commercially otiented redistribution projects (and excluding those that are either
structured as sharc equity schemes or are overt failures), such a drop in tegular
employment is not uncommon. Having said that, there is little or no case study
evidence of redisttibution projeces that closely fit the beneficiaty profile envisaged
here.
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4.1 Maintaining employment norms | 4.2 Failing to maintain employment

________ of commercial agriculture | norms of commercial agriculture
% change : % change
Number relative to MNumber relative to
baseline : bageline
Formal agric employees . 780,881 (4 634,465 =19,
Large-scale black farmers 55,982 5,498%, 55,982 5,408%%
Black smallholders 200,000 7 200,000 0%
Semi-subsistcnce farmers 4,000,000 0% 4,000,000 %
Smallholder cmployees 100,000 0% 100,000 0%

The results are arguably a bit banal in the sense that, by design, the impacts are Llimited
to large-scale black farmers and to some cxtent formal agricultural employment, The
percentage increase in the number of Targe-scale black farmers is of course herole on
account of the low base from which it is calculated. What is intcresting is that the
number itself is more than the number of commercial operational units, which itself
exceeds by an unknown margin the actual number of white farmers,” As for the
potental loss of jobs conternplated in 4.2, it may well be exaggerated, Perhaps mote
10 the point, about a third of the lost jobs are compensated for in the self-
employment enjoyed by the black farmer. Taking this together with the fact that
another quarter to a third of these jobs would probably have disappeared anyway as
per the base scenatio, then it would seem that such a worst-case scenario is not really
s0 bad. On the other hand, as an exclusive focus of redistributive land reform, as
undertined by comparison to scenario 3, itis not especially attractive,

U According to the 2002 Agricultural Census, in that year there were 45,818 ‘farming units’
(down from 57,980 in 1993): “A farming unit consists of onc or motc scparatc farms, holdings
or portions of land whether contiguous or not, provided they arc sitrated in the same province
and are operated as a single unit” (Stas SA, 2005: 52), Nothing precludes moré than one unit
being owned by the same farmer (ot for that matter company), thus in principle we expect
there to be even fewer acmual commercial farmers.
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Scenario 5: 'Public estate farming’

This scenario envisages the creation of state-run or parastatal-run agricultural estates
for the prdmaty purpose of creating employment. It thus tcsembles some of the
schemes created in the former homelands in previous decades, but the idea here is
that they would be more numerous, better managed and introduced particularly in
‘former while rural REAT, particularly ceopping areas. (In fact, it could be introdueed
in former homelands as well, but the advantage of placing it in former RSA is that it
could take advantage of existing supportive infrastructure) This option would require
a significant deviation from the current cconomic policy of the country regarding the
rale of the state in producton. Whereas the scenario could have significant
implicadons tot employment in the farming sector, it would require substantial public
investment. initially and mast likely persistent subsidisation thereafter, However, it
could also be conceptualised as 1 temporary measute pending the improvement of
labour absorption prospects elsewhere in the economy, This could be conceptualised
in the same sense that the public works 15, and could be treated as a transitional stage
ending in rediatribution to project employees who thereafter become farmers. 12

This scenario is captured below by imagining that 30% of commercial farmland would
be absorbed in these public estates. Alt-houg-,h implausibly large, using the 30% assists
comparison to the redistdbutive land  reform  scenarins. Two  variations are
entetrained: in the Hrst, 5.1, it is assumed that labour absotption per unit of land
would be 25% greater than the curtent norm for commercial agriculture, One
interpretation of this is that it wowld be what the state is willing to pay for job
creation, even at the expense of efficiency, though it eould be rationalised by also
conceiving this scenarios as a form of capacity-building, The second vatiation of this
scenatio, 5.2, assutnes the deliberate adoption of labout-using technologies, for
example, giving priotity to animal rather than mechanical traction, resulting in a
doubling of the labour/land ratio for affected propertes.

‘Table 10 — Indicative results for scenario 5

5.1 30% of land transferred and 25% § 5.2 30% of lund transferred and 100%

_______________ greater labour absorption | greater labour absorption

% change : % change

MNumber relative to : Number relative to

baseline : bascline

Formal agric cmployees 854,088 9% 1,073,711 3%
LRI’gC'SCﬂlC blﬂCk farmcrs 1,000 OO/U -1,000 0“./0
Black smallholders 200,000 0% 200,000 O
Semi-subsistence farmers 4,000,000 0% 4,000,000 0%
Smallholder cmployccs 100,000 0% 100,000 0%

12 Some of the less grievous parastatal-run agricultural projects in the former Transkei and Cisked served
as vehicles for caablishing black commercial farmers, sometimes on land that was initially farmed
collectivedy,

-
i
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Although the economics of such an approach have not been wotked out, at the very
least what one can say on the basis of comparing 5.1 and 5.2 is that there is hardly any
point to such an investment if one does not engineer a means of significandy
increasing the labour intensity of the production system. The scenario does nat
necessarily assume that these projects can break even, bur neither should it be
assumed that they will not just because they differ from production systems that
charactetise the comtnercial fartning sector This biggest problem with the scenado,
however, is that which is common to many other attempts to reduce poverty through
project-based enterptises — In order to funcdon effectively, they require effective
management, which is alteacly in shore supply (see, for example, HSRC, 2007).

13 Most of the kindred projects in the former homelands certainly did not break even, not least because
thay hired workers far beyond what made economic sense at wages that were well above market rates,
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Scenario 6:

‘Large-scale non-productivae populist redistributive land reform’

This scenario envisages a large-scale redistibution of land but for mainly populist
political objectives and without adequate planning or suppott. The fesult is a
significant decline in aggregate producdon, though it is conceivable that househald-
level food security would improve for many people if the matjdnalised arc among the
main beneficiaries, The assumptions underlying the land reform are effectively the
same as those of 3.2 above, but rather than a 3% transfer of land, 60% is transforred,
Maoreover, it is assutned that large-scale black commercial farms only absorb one half
as many workers as the commercial fatms they replace, and the intensity of
employment on stallholdings is 40% as great relative to other scenatios.

Table 11 - Indicative results for scenatio 6

MNumber % change relative to baseline

Formal agric employees 253,786 -68%
Large-scale black farmers 22,993 2,199%
Black smallholders 1,103,200 452%,
Semi-subsistence farmers 6,154,549 LU
Smallholder employess 280,640 181%,

‘The obvious negative impact is the decimation of formal agricultural employment —
mote than two-thirds in total. However, there are a very large number of vadous
types of land reform beneficiaries, although the figures understate the negative
implications in that the decline in land-related benefits derived by beneficiaries is not
captured. Moreover, more so than most of the other scenarios affecting the structure
of the commercial agricultural seetor, this one implies significant repercussions for the
economy as a whole, both through the acmal disruption of production and the less
tangible implications for business confidence in the balance of the agriculmural sector
and elsewhere. The fact that there would be two million more people deriving some
kind of subsistence benefit from small plots should not, however, be discounted,
especially since this is the predominant wish of those who demand land (HSRC,
2006). On the other hand, to the extent that land for home consumption is largely
used to offset the grocery bill, it is likely that it will fall well short of deing so in 2
context of wide-scale disruption of commercial production and the likely food price
inereuses this implics.

b
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Former Homeland Scenarios
Scenario II; ‘Re-peasantisation’

This scenaric envisages the resuscitadon of agricolture in former homelands,
particularly but not exclusively among semi-commercial smallholdets. There are
numercus variations, relating in paricolar to different ideas as to the types of
intervendons that would make this possible. One variation is that key investments,
such as transport infrasrructure, Jissemination of watet harvesting technology and
improved, wotnen-friendly tenure improvements, will make farming in former
homelands more economically attractive and thus deaw in maore people to produce on
a larger scale, A second varation is that the state must ensure that smallholders in
former homelands can tap into lucrative new markets, whether these are ‘engineercd’
thrtough a new biofuels programme or emerge through addressing inequitics in
international trade arrangements. A third, more elaborate, vatiation seeks 1o increase
patticipation in semi-commercial agrumlture by means of itnproving the availability of
and access o local produce markets which cater pdmarily to local demand, but also
allowing better access to external markets for high-value products (scc Van Averbeke,
forthcom.ing).

A particular difficulty with elaborating this and the two following scenarios is that,
although it is commeonly accepted that agriculmral land in former homeland areas is
under-utilised, our knowledge is wesk regarding both the extent of this under-
utilisation and the rcasons for it. Hven what one means by ‘under-utilisation’ is
confusing, given that it is also patently obvious that former homeland areas arc
chatacterised by high rates of resource degradation such as soil erosion. To clarify this
point, what is generally meant by under-utilisation in the context of the former
homelands is that arable land is typically not used for crop production to the extent it
could be (World Bank, 1994: 129), which can co-exist with resource degradaton
because the latter is largely caused by over-grazing, Having said that, even in terms of
livestock production in former homelands (and even while there may be overgrazing),
livestock as an economic activity under-achieves, not least because off-take rates are
too low,

As for why use of arable land falls short of potendal, vadous explanations have been
offered over the years, including tenure constraints, absence of effecdve livestock
controls (whether these are physical ot social), absence of marketing oppotrtunites
and poor or worsening terms of trade. Added to this is the loss of knowledge
regarding animal traction, the withdrawal of ditect support services that were formerly
offeted by homeland agriculture departments (for example, subsidised tractor
services), time poverty (cspecially among women), high soil acidity, decline of
availability of child labour and, allegedly, lack of interest in agriculture among the

14 Diebates about the economics of livestock rearing practices in communal areas are complex and ferce,
and hinge on such issues as the appropriateness of applving ranch-srvle norms for stocking and off-rake

rates, and whether or not “trapgedy of the commons” is an apt description of the sistion of communal
areas.
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youth. In a sample of 300 houscholds residing in former homeland areas of Limpopa,
Frec Statc and Eastern Cape, half of those households that did have access to arable
land indicated that they did not wse it fully in the previous season, with the
overwhelming reason given being lack of money with which to purchase inputs. Very
few respondents, however, cited lack of time, lack of labour or poor land quality
(HSRC, 2006). Even though this may be a fair reflection of how households perceive
their constraints, at a community level it does raise the issue of tenure. The issue is
nat tenure insecurity as an impediment to investment so much as the absence of
matkets that mediate between those with land but who lack the means (or interest) to
use It, and those with less land than they can use. In the mid-1990s, Thomson
atterpted to stimulate a rental market for agricultural land in part of mral KwaZula,
with impressive success (Thomson, 1996).

We arc not awarc of any comprehensive data on the extent of under-utilisaton of
arable land in fotmer homelands. Case study evidence points to rates of non-
utilisation of arable land in the order of 70% 10 B0% in parts of the Free State and the
Fastern Cape (Monde, 2004; Baipheti, 2007), as “stagnant or in the process of
collapse” in central Limpopo (Mthethwa, 2005: 7), and as varably low and high in
different parts of notthern former KwaZulu (Mbhele and Aliber, 2005). Given the
absence of such data, we make a simple, probably conservative assumption that 50%
of the arable land in former homeland areas is unudlised. A weakness of vur approach
is that we do not seek to adjust for the fact that bringing more of this arable land into
producton could have negative consequences for the area available to livestock. In
our defence, however, the logic could well work the other way, in that traditional erop
residues were used to enhance the nutidon of livestock in 2 manner that more than
compensated for the lack of access of livestock to thosc arcas during the growing
SCA501.

In this pardcular scenario, we test the proposition that four-fifths of the unvudlised
arable land is brought into production, and of this 10% goes to large-scale commercial
production, 60% to smallholder production and 10% to semi-subsistence production.
Employment on large-scale farms is assumed to follow labour intensity norms
associated with commercial farming elsewhete,

Table 12 — Indicative results for scenario IT

Mumber % change rclative to bascline

Formal agtic employees 792,789 2%
Large-scale black farmers 2,088 199%,
Black smallhelders 358,849 79%
Semi-subsistence fammers 4,247,503 6%
Smallholder employees 179 425 T9%

The main revelation from the table is that making better use of available agricultural
land within former homelands can be a potent way of increasing the number of large-
scale black commercial farmers and of smallholders, but even so, there remains a big
difference between 50% (or even 80%) of land in former homelands and 30% of
farmland in former white rural RSA. On the other hand, a virme of this scenario in
contrast to most of the redistributive land reform scenarios is that it does not have
the negative consequence of reducing fatm jobs on commercial farms,
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As for the feasibility of this scenmario, that remains murky, partly owing to the breadth
of views regarding what accounts for land under-utilisation in the first place, as well as
what the potential is for agricultural development in the former homelands. Analysts
such as Mclntosh and Vaughan (1996) cast doubt on the feasibility of the
“stmallholder development path” genetally, cutside of a few special cases (for
cxample, ocut-grower schomes offering sccure markets). The farmer support
programmes financed by the Development Bank of Southern Aftica {DBSA) from
the mid-1980s were arpuably the most ambitious attempt to stimulate agriculmural
producers in former homelands, but its results were ambiguous, with some claiming
that, as a model, its costs were cxcessive relative to its achievements, not least because
it sought. to build on a very small base of those who aspited to pursue agrculture as a
carcer (Sender, 1995: 254). On the other hand, other observers extol the virmes of
small-scale farmers, both as bheing more productive and adaptable than their large-
scale farmer counterparts (Moyo, 2004). Morteover, the success of Thomson's land
rental market pilot, which evidently was larpely sustained several years after he ceased
to be actively engaged in the target area (see Crookes and Lyne, 2003), is positive
evidence of the potential of some of the areas, cven in the absence of expensive
support packages and investment programmes.

Arguably one of the strongest reasons for pursuing this scenado (which is not to say
exclusively) is that it avoids what has emerged as onc of the key problems afflicting
redistributive land reform — the issue of relocation. Redistributive land reform
projects presume either that beneficiares will relocate to their new land or that they
will commute to it. Both optons arc prablematic, the former because it often places
the beneficiary outside of her community, away from het social support nerwork, and
pethaps countet-intuitvely, often with pooter access to amenitics such as schools and
clinics. Beneficiaries whn seek to commute to their projects do so precisely to avoid
these problems, bur thereby incur commuting costs which are often not sustainable.
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Scenario llI: ‘Internal commercialisation and ¢consolidation’

Depending on the manner in which the Communal Tand Rights Act (CLRA) is
applied, it is conceivable that land is commodified in former homeland areas, but in
such a mannecr that it remains in black ovwnership and use. The basic idea is that as
agricultute is Increasingly rctu;_,rubcd as a viable economic opportunity, the process of
land consolidation will procced in mote or less the same manner it has occurred in
white areas. The result will be that a cadte of latger and more competitive commerdal
black farmers cmerges than presendy exists, and who increasingly resemble their
white counterparts in former white rural RSA, Tn a sense then this could be regarded
as a medium- or long-tertm vadation of scenado II, but in theory it could be tripgered
as much by the increased marketability of land as by the emergence of market
opportunities for smallholders, To some extent, this is what Crookes and Lyne
observed when they returned to Thomson’s land rental market pilot site, whercby
ovet tme, fewer people are leasing land, but are leasing an increasing amount of it,
resulting in a “cote of emerging farmers” (Croakes and Lyne, 2003 591). However,
although vne would tend to agree with Crookes and Lynce that rental markets ate a
preferred way for this to happen relative to market sales (because the lessor
househald is afforded a strearn of ineome, which is generally better than a once-off
lump sum), the evolution of the later is also a possibility.

For purposes of modelling this scenario, we do not attempt to distinguish the twa,
but simply suppose a large shift of both |d]e and non-idle land in favour of large-scale
black farmers, Specifically, we assume that four-fifths of the land that is currenty
unutilised is somehow appropriated by large-scale farmers, together with 20% of the
land that is currently used by smallholders, and 10% of the land that is used by semi-
subsistence produccrs. These asswnptions arc merely illustrative — there is no
empirical basis for supposing that this is how such a scenario would evolve, ‘There is,
however, some logic in assuming that idle land would be absorbed through the
process in greater measure than that vsed by smaller-scale producers, but that such a
process would also likely be at the ‘expense’ of land used by the latter.

Table 13 — Indicative results for scenario 1

Number % change relative to baseline

Formal agric employees 047,605 2%
Large-scale black {farmers 28,833 2,783%,
Black smallholders 94,100 -53%
Semi-subsistence farmoets 3,504 993 -12%
Smattholder employees 47,050 -53%

The impact is guite mixed, with a robust increase in employment on commercial
farms (whether it would really be ‘formal® is open to queston), an increase in the
numher of black commertcial farmers that dvals what is thearetically possible
according o some of the redistributive scenarios above, but a shatp decline in the
number of black smallholders. Those who favour the “smallholder development path’
will therefore not favour this scenatia, though if it is achieved more by means of
consolidation through leases than through sales, ar least it could resolt in susrained
equity gains,
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Arguably a further variation that could have been considered would be where there is
no loss of land used by semi-subsistence producers, which is conceivable given that
most of this land consists of homestead gardens which in any event would be
impractical to consolidate, Had this variation been entertained, it would have scrved
to reduce somewhat the increase in employment and in the number of large-scale
commetcial farmers, but not greatly. Rather than the possibility of subtracting from
the stock of land currendy used by semi-subsistence producers, perhaps the more
pertinent question s whether obust agrdcultural development would be at the
cxpense of land for additonal garden plots as the rural homeland population
continues to increase. At present, however, that 1s a rather academic consideration. At
this stage we would regard ourselves as fortunate o have to worry about such 2
problem,
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Scenario IV: ‘Commercialisation by way of selling out/off’

Again depending on the manner in which CLRA is applied, there is a possibility of
land privadsation in former homeland ateas, opening up the possibility that land in
these areas ‘traditionally’ occupied and used by blacks will become purchasable or
leasable by anyone, as with any ather land, This might take the ‘benign’ form of deals
that are negotiated for the sake of widespread cconomic benefit (for example, large
eco-tourism ventures), but would likely have the effect of further marginalising
smallholders and creating statker economic polarisation within affected former
homeland areas. The biofuels programime is cited as another possible way in which
this could happen, notwithstanding the fact that in scenario IT it is identified as a
possible means of stimulating agriculture in former homelands, including among
smallholders.

‘This scenatio is modelled in exactly the same manner as the previous one, except for
the fact that it is assumed that 75% of the former homeland land goiny into large-
scale commercial farming ends up in the hands of whites rather than blacks. Thus the
only difference in terms of the resulting figures is that this scenario envisages the
creation of far fewer large-scale black farmers, '

Table 14 = Indicative results for scenario IV

Number % change relative to baseline

Formal agric employees 947,605 21%
Large-scale biack farmers 7,958 GO6%
Black smallholders 94,100 -h3%
Semi-subsistence famers 3,504,993 -12%
Smallholder employecs 47,050 -h3%

Notwithstanding the apparent implausibility of this scenaro, given that it would
teverse rather than advance the effort w improve the country’s land ownership
dispensation, it is perhaps more possible than one might assume. In the first place, the
outcome of CLRA is at such an eatly stage, and the vehicle so amorphous, thar it
precludes rather litde. Sceondly, white farmers, or more likely white-dominated agri-
husinesses, are mote likely than emerging black farmers within the former homelands
to have the capital to expand, Very likely, doing so within former homelands would
be relatively inexpensive, especially by means of leasing, And thirdly, cutrent trends in
redistributive land reform somewhat blur the raclal issue by sccking to unite land
reform  beneficiaries with white-dominated agnbusiness who serve as strategic
partmers and who hold equity in the farming enterprise il not actually the land. Tt s
therefore not a great strerch to imagine that this approach c¢ould extend into former
homeland areas on the strength of its ‘developmental’ value,

43 Summary

Comparng the sccnarios to one another must be approached with care, given the
underlying arbitrariness of some of the assumptions. Moreovet, the scenarios exarnine
only numbers of affected parties, and only suggest rather than count other impacts
such as incomes. And finally, comparison is complicated by virme of the fact that we
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have been careful to distingnish- between different types of affected parties in the first
place. Given a choice then between x additional farm jobs and y fewer smallbolder
opportunitdes, versus y fewer farm jobs and v additional smallhelder opportunides,
how does one just which is preferuble? 1

Having said that, we do venture some general observations, organised according to
our five types of ‘employment outcomes”:

Formal agricalineal employment — Various scenarios offer substantial increases in
formal agricultural employment. However, one can broadly distinguish between
those for which the increase would most likely be a temporary shift to a higher
level from which the secior’s characteristic pattetn of employment decline
would thereatter continue (those involving intensification of employment
within the eurrent commetcial farming sectot), and those for which the shift to
a  highet level would possibly be more enduring (those involving
commercialisation of agriculture in the former homelands). The downside of
the latter, however, is that it could conceivable occur at the expense of the
smallholder sector, though this preswmes that the emetgence of large-scale
commercial farmers takes place on a very ample scale. Redistibutive land
reform in former homelands promises to reduce cmployment, bur the
simulation suggest that the extent to which this is so depends erideally on the
extent to which under-utilised land exists, and the success with which that lang
is tatgeted. The worst-case scenario is the ‘large-scale non-productive land
reform” scenario, which, if it took place as imagined here, would have a
significandy negative impact on agriculraral employment, but possibly as or
mote notable, debilirating spill-over impacts on the rural economic generally.

Large-seale black farmers — A number of scenarios would tesult in significant
incteases in the number of large-scale commercial black farmers, While in
absolate terms their number does not register cleary in the figure above,
relative to the number of such farmers that currently exist, and relative even to
the current number of white commercial farmess, these increases would effect
a mujor departure from the staetus gre. One result of the scenario analysis is that
significant numbers of black commeteial farmers could be fostered even
though a redistribution programme that did not pamc:ularly focus on this
category of land reform beneficiary. Another observation is that, as with formal
agricultural employment, a potent way of providing for black commercial

13 Even so, it is worth pointing out that some observers do claim to know how to compatc the
relative importance of different. aptions. Sender (2000) for example makes a strong case that
land reform is for many poor and vulnerable rural South African women a completely
inappropriate vehicle {or uplifiment, and attentdon should rather focus for example on
promoting cheir welfare within the ambic of improved working conditons and labour relations
on commercial farms whete many of them presently ate,

48



Agricultural emplovment scenarios

farmer development could 1o additen or instcad be through reorgamsing
P {4 24 £
production in the former homelands,

Swiall-bolder black farmers — Given the modest amount of land required to
accommodate an additional smallholder, 2 number of the scenarios suggest the
potential to dramadcally increase the total number of smallholders, including
those that aim at a ‘balanced” land reform thag caters for different types of
beneficiaries. The constraint is clearly not the Jand budget’ as such. On the one
hand, part of the constraing is the absence of government policy that favours
redistribution to smallholders (currently, redistribution focuses more on a scale
of project that falls mid-way between a smallhelding and large-scale, or on
yroup projects that are ditficult to reconcile with our categories). On the other
hand, and at least as important, there is a need to find a way to make
stnallholding an atteactive economic proposition, which the current state of
agriculture in the former homelands shows it generally is not.

Semi-subsistence producers — Semi-subsistence producers are by far the largest
category, and one might suppose therefore that there is little need o increase
this category further. Although not emphasised in this repore, this is expressly
not the case, owing to the widespread importance people attach to having small
amounts of land from which to supplement their diets, together with the fact
that many people lack such land. Thus the scenaros that offer sizeable
increases in the number of scmi-subsistence producers should be accorded
some weight, and these include particularly the redistribudve land reform
optons which allow even just a modest share of land to be devated to this
purpose. In fact, the scenario that offers the greatest increase to this category is
the one involving ‘large-scale non-productve land reform’, but only because
that sccnario supposcs much mote land is actually acquired for redistribution.
Any yet, one should not trivialise this possibility: the notable thing about semi-
subsistence producers is that they exist and increase in number (where land
availability allows) without the benefit of external support. 5o even if in this
sccnario cverything else that goes under the label of land reform is a failure, the
land going to scmi-subsistcnee producers would likely render the expected
modest benefits, This should give further pause to anyone who would consider
omitting semi-subsistence praducers from a setiously planned redistributive
land reform effort, lest they contribute to building a constituency for precisely
the kind of land reform they do not want.

Swaltholder eriployment — We know relatively livde about smallholder employees
ay a group (the assumption as to the rate of smallholder employees to
smallkolders was based on very limited case study evidence), and their inclusion
in this analysis is more by way of a bookmatk to ensure that one does not
discount their potential signiticance, Of one thing we are fairly certain, namely
that being an emplayee on a smallholding 15 an inferior economic opportunity
relative to most of the other categodes, with the possible excepdon of semi-
subsistence producers. (Presumably many of these would in fact be the same
people.) These jobs ate pootly remnunerated and highly casval and/or seasonal,
This is another way of saying that their increasc or decrease should not be a
major considetation in assessing the relative atttactiveness of the different
scenarios,
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Figure 4 = Overview of scenario results
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5. Conclusion

The putpose of this report was to cxplore possible future agrarian strucmres in South
Africa from the particular perspective of employment and livelihoods. The analysis
sought to take into account furure developments that could emetge both in former
rural white South Aftica and the former homelands, by means of vadous types of
interventons, including but not limited to redistributive land reform, The ambitions
of the exereise were nonetheless humble and modest. We did not seck, for example,
to estimate the impact of different scenatios on the incidence of paverty, GDP, rural-
to-urban migration or on food prices, which is not to say that agradan restructuring
wauld nat have implicadons for these, Rather, this was a fitst step towards a more
inclusive consideration of agrarian restructuring, from which we have hopefully taken
away a better sense of what the important issues are.

A few tentative conclusions along these lines emerge. First, notwithstanding our very
impertect knowledyre of the situation in former homelands, it is clear that any effort to
usc agriculture as a means of creating and jmproving livelihoods should by all means
include former homelands as a centeal part of this effort. Presently there are signs that
this s not happening. For cxample, for the Department of Agriculture’s
Comprehensive Agriculture Support Programme, 70% of the budget is carmarked for
lanl  redistribution  beneficiardes, and the rest for former homeland  areas,
notwithstanding the fact that agriculturalists in the latter outnumber land reform
beneficiaties by a factor of 20 or 30 1o 1,

Secondly, within the admittedly modest goal of redistributing 30% of white-owned
commetcial farmland to blacks, there is ample opportenity to cater for different
categories of beneficiaries, and no pardeular ratonale for focusing on only one kind
of beneficiary, Currently, land redistribution almost completely fails to assist in the
delivery of plots suitable for semi-subsistence production, and for the most part omits
to cater for semi-commercial smallholders as well. Indeed, there are signs that the
trends is cven more emphatically in favour of latge-scale commercial black farmers,
even though thete is no feason to treat these beneficiaty types as mutually exclusive,

And thirdly, 1o the extent that redistdbutive land reform could well have negative
consequences for etnployment levels on commercial farms, this impact should be
attenuated, One means for seeking to do so is to carefully target commetcial farmland
that is under-utilised. This smay be happening de faow alrcady, but the implication is
that one should be careful about focusing land reform more on going concerns (in the
belief that this will promote the likelihood of ‘success’ among beneficiaries), whete
the net effect on livelihoods could well be zere or negative,
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