FARMER DEVELOPMENT

Introduction

Walter Ntuli serves as chairman of the committee.  The committee's activities are supported by Nic Opperman and Annelize Crosby from the perspective of the Land Affairs Committee.  The committee's activities are further backed by the Farmer Development Trust (FDT), a section 21 company established last year as a joint initiative between Agri SA and NAFU SA for the purpose of promoting farmer development objectives.  Agri SA and NAFU SA could each nominate three members in the Trust.  Agri SA's members are Walter Ntuli, Gert Pretorius and Piet Luttig. 

The purpose and focus of the Trust relate to national policy and the implementation thereof.  Its activities will geared to the following:

· To provide information, advice and support to government programmes aimed at facilitating transformation in agriculture, and to develop an information system to assist in co-ordinating and promoting best practice;

· To offer a channel of communication and advisory support for the initiatives undertaken by organisations such as commodity branches, input suppliers and co-ops/agribusinesses working directly with producers; and

· The active promotion of initiatives by facilitating funding.

The role of the Trust is to support existing and future initiatives at local and commodity level, and not to duplicate or compete with existing activities that are dealt with directly by producers or commodity branches.  Close co-operation will be sought with input suppliers and interest groups in the private sector.

Given that the objectives of the Trust are closely related to government policy for agriculture and the fact that the effectiveness of the Trust depends on co-operation with the government, attention will have to be given to the manner in which this relationship can be structured and managed.

Point of departure
Agri SA is committed to the successful settlement of new farmers in terms of the Strategic Plan for Agriculture.  There are various state programmes aimed at farmer establishment and support.  Agri SA, in conjunction with other role players, and in a joint action by the relevant functional committees, has identified certain shortcomings in the existing programmes, and adopted the following viewpoints:
Problem statement

Land reform and farmer establishment cannot be successful without adequate funding.

· Black entrants are established largely by means of the LRAD scheme.  The restitution process also has the potential of making a lot of land available to black claimants.  Land as such, without production credit, markets, infrastructure and training, is a recipe for failure, as illustrated by the 71 failed land reform projects in Limpopo.

· The communal nature, especially of restitution projects, also presents a problem.  Land is often transferred to groups of people, whether through restitution, SLAG or LRAD.  These groups often have no structure or cohesion and, in the case of restitution projects, are often put together at the initiative of the land claims commissioner.  This results in conflict within the ownership structure, such as Communal Property Association and Trusts, with the result that no one accepts responsibility for the project.  The funding of such a group is extremely risky.

· The failure of land reform projects to date undermines investor confidence in agriculture, especially in the development sector, and discourages prospective financiers.

· Timing, in terms of the assistance needed by new entrants, is critical.  Various state departments are involved in land reform and in providing services to beneficiaries, but even if all these services are eventually in place, projects could still fail if the timing is not right.

· The embargo on the use of certain land-reform land as security is problematic; similarly, the fact that financial institutions are (understandably) unwilling to accept communal land as security for loans, also presents a problem.

· The existing approach to financing instruments is fragmented, difficult to understand and not user-friendly.  There are LRAD funds, CASP funds, MAFISA, KHULA and the Land Bank - each of these instruments has its own rules and regulations and is earmarked for a specific purpose.  Commercial banks also offer certain products to new farmers.

· Repayment of loans also seems to be a problem for many entrants.

The core problem appears to be one of fragmentation and complexity.

Recommendation

· Agri SA is in favour of a single, simplified source of finance, which is preferably rolled down to local level.

· The obstacles mentioned above, especially with regard to the communal nature of projects and the unwillingness of financial institutions to accept such land as security, must be addressed;

· A holistic approach to farmer development is needed to address human resource, financial and logistic aspects;

· A comprehensive approach to funding, based on the total cost of the project - i.e. including the cost of the land, subdivision thereof, erection of housing, the creation of infrastructure, production capital and training costs - must be taken into account and a budget per project must be compiled.  The project, which must be properly planned in conjunction with all relevant role players, including organised agriculture, must then be able to apply to a central fund for funding.  Local forums of role players can be used for this purpose.  The spending of funds must then be carefully monitored.

· The alternative is that existing funding structures should be better co-ordinated and be compelled to serve together on a forum to consider applications so that a farmer will know exactly how much he can get from LRAD, from CASP and from MAFISA, and how much he must borrow from the Land Bank or a commercial bank.

· Serious consideration should be given to reactivation of the old Agricultural Credit Board.

· It should be possible to use land as security and land should be tradable.  This implies that entrants must secure individual title to their land and must be able to sell it.  Land reform property should not be excluded from the free market.

· Co-operation between organised agriculture, local authorities, state departments which play a role in farmer settlement and development, as well as financial institution, is essential and these bodies must preferably all serve in one structure that can be deployed at local level to evaluate, support and monitor land reform projects.
The road ahead

· An opportunity must be created to discuss these aspects.  NAFU SA, FDT, the SA Banking Council, commercial banks and relevant state departments and input suppliers must be involved in such a discussion.  The product of such discussion must be a workable document that can be presented to the Minister of Agriculture. 

