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SA agriculture policy agenda ahead of the ANC's conference

We are a month away from the 55th National Conference of the governing African National 14 November 2022
Congress (ANC), where new leadership will be elected and resolutions will be adopted on
critical policy matters. Agriculture policy, food security and land reform will likely be among
the crucial topics for the conference. The outcomes of the party's policy conference held in
July this year give us some insight into the ANC's broad approach to agriculture, food
security, and land reform. The policy papers from the July conference have championed
agriculture as an important sector of the South African economy, with the potential to uplift www.agbiz.co.za
many South Africans out of poverty through increased food production, vibrant economic

activity and job creation. This perspective gives one hope that the policy approach towards

this sector will be constructive, demonstrating an understanding of the need for a stable

environment and increased investment to sustain the country's gains thus far on the food

security front. The latest Economist's Global Food Security Index, a measure of the food

security conditions of surveyed countries relative to the world, ranks South Africa at 59 out of

113 countries, an improvement from the 70th position in 2021. This places South Africa as

the most food-secure country in the African continent, followed by Tunisia at 62nd.
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Admittedly, these are admirable results at a national level. That said, there is still a need for
massive improvement at the household level, and this is an area the ANC will likely be
engaged in at its December conference. Still, agriculture cannot solely shoulder the
responsibility of household food insecurity. There is a need for an economy-wide approach,
including reforms to stimulate job creation.

Fundamentally, a critical part of the improvement in food security will have to be through
expansion in agricultural production and job creation in various sectors of the economy. This
was evident in the National Development Plan as far back as 2012". This view was again
highlighted in the 2019 National Treasury paper?.and, mostirecently;in the 2022 Agriculture
and Agro-processing Master Plan.? The clear focus on‘agriculture across all'these policy
documents is largely motivated by the understanding that, on average, growth in agriculture
is more poverty reducing than an equivalent amount of growthoutside agriculture.

We believe that growth in agriculture will have to come through the expansion'of agricultural
activity in the former homelands and governmentland, enhancing'government-commodity
organizations' partnerships in extension services, investment in the network industries (water,
electricity and road infrastructure), port infrastructure, and state laboratories. This puts the
Land Reform and Agricultural Development Agency, first announced by President
Ramaphosa in 2021 and more recently in the State of the Nation Address in 2022, at the
centre of the policy coordination. The ANC's policy papers also emphasised this agency as a
potential vehicle for land reform. However, they offered limited insight into how the agency
should operate, a function that was probably left for the government bureaucrats to outline.
To ensure its effectiveness, we think the agency should ideally focus on the land o
redistribution pillar. Disclaimer:

Everything has been done to
ensure the accuracy of this
information, however, Agbiz takes
' Chapter six of the National Development Plan which focuses on agriculture and land reform is no responsibility for any loss or
available here. damage incurred due to the
PPN usage of this information.

2 The National Treasury economic policy paper can be accessed by clicking here.
3 The signed Agriculture and Agro-processing Master Plan are available here.


https://www.nationalplanningcommission.org.za/assets/Documents/NDP_Chapters/devplan_ch6_0.pdf
http://www.treasury.gov.za/comm_media/press/2019/towards%20an%20economic%20strategy%20for%20sa.pdf
https://static.pmg.org.za/220607Agriculture_and_Agro-processing_Master_Plan_Signed.pdf
mailto:wandile@agbiz.co.za
http://www.agbiz.co.za/

In contrast, all other pillars of land reform should remain with the Department of Agriculture,
Land Reform and Rural Development, in our view. This would ensure that the agency focuses
on distributing the available land in the state to the carefully selected beneficiaries through
the Beneficiary Selection and Land Allocation policy.# The agency would also be a vehicle for
administering land donations by mines, churches, SOEs, etc. The details of this agency are yet
to be outlined. We understand that the work to structure it is near completion under the
leadership of the Minister of Agriculture, Land Reform and Rural Development.

The ANC policy papers also outlined the failing network industries and their impact on
agriculture. This will hopefully remain a key part of the discussions in December. Without the
significant improvement in the road, rail, water, electricity and ports, the transaction costs to
markets for farmers will remain high, affecting the sustainability of businesses. The ANC
policy papers in July 2022 highlighted that a few critical preconditions need to be in place to
advance transformation and support growth in the agricultural sector, which the ANC will
prioritize. These include a comprehensive, well-maintained infrastructure, electricity, water,
roads, rail and ports, and well-functioning local municipalities with reliable service delivery.'
This is a critical acknowledgement and need not remain on policy papers only but be
adopted as a critical resolution at this December conference and provide a mandate to the
next administration. The South African economy is hobbled by extr&nﬁorms of economic
sabotage and vandalism through the network industries that need urgenitention.

The point not reflected fully in the ANC policy papers about agriculture is rgent need
for export-led growth, which underscores the focus on the need for adeqt!:yorts, rail and
roads. An uncertain geopolitical environment also means h Africa sh trategically
position itself to protect its economic interests. Regarding culture and roader export
sector, the EU, UK, US, and the ntin i
Africa should maintain positive rel C
Taiwan, India, Saudi Arabia, the
Africa's agricultural exports. |

Aside from the broad policy m: C agulatory nti ave
highlighted before for the government to pr i dditional measures to boost growth
in agriculture. This includes modernizing regu as the Fertilizers, Farm Feeds,
Seeds and Remedies Act 36 of 1947°, with which many role players in agriculture continue to
express dissatisfaction. The Agricultural Product Standards Act's enforcement to ensure that
the Department of Agriculture, Land
implementation and does not assign it t
could be explored.

Ultimately, the agricultural sector holds
environment is needed to attract long-te
increased focus on improving the service
the policy aspects of the ANC, and indeed, its government, would be decided at a national
level, but the implementation is a local function. Therefore, effective coordination between
national and local governments is vital for supporting the sector.

Weekly highlights

SA tractors sales remain robust

We have been closely following South Africa's monthly tractors sales data, and the results
remain encouraging. Since April 2020, the monthly sales have remained positive, registering

* The draft of this policy can be accessed by clicking here.
* More information about Act 36 is available here.



https://www.gov.za/sites/default/files/gcis_document/202001/42939gon2.pdf
https://www.gov.za/documents/fertilizers-farm-feeds-seeds-and-remedies-act-28-may-2015-1101#:~:text=The%20Fertilizers%2C%20Farm%20Feeds%2C%20Seeds,to%20regulate%20the%20importation.

an average of 26% y/y growth over the past 31 months. When this year started, we thought
the farmers would reduce spending on agricultural machinery as fertilizer, agrochemicals and
fuel prices increased aggressively along with a rise in the interest rates, all of which added
financial pressure on farmers. We also assumed that the two years of solid sales — 2020 and
2021 — would mean farmers would see a limited need to replace the tractors. But the data
tells a different story; with tractor sales seeing an average of 20% y/y growth over the past
ten months of 2022.

The major surprise came with October 2022 tractor sales data released this past week. The
sales were up 48% y/y from October 2021, amounting to 1 268 units, the highest in 40 years.
Several factors explain this solid activity. But at the core, it's the reasonably healthy financial
condition of some farmers, specifically the grains and oilseeds. This is the main subsector of
agriculture that has experienced better conditions over the past three years. Grain and
oilseed prices were higher even before the Russia-Ukraine war. The drought in South
America and rising demand for grains and oilseeds in China were the key factors
underpinning the surge in grain and oilseed prices pre-war. Had it not been for higher global
agricultural prices, the local grains and oilseeds prices would have softened due to large
harvests. Consequently, we had a couple of seasons of large grains and oilseeds, coinciding
with higher prices, which boosted the farmers' incomes. o e
The growers in horticulture have experienced various challenges ranging !m trade
restrictions in critical markets — such as the EU trade friction in citrus and ables regional
trade issues -- to logistical challenges and supply chain disruptions, all of have
negatively impacted their profitability. The livestock industry-has also had ir share of
challenges, including temporary blockage in essential mar the case of
wool), widespread animal dise g
and soybeans).

Overall, these robust tractor
optimistic about the future a
Estimates Committee's farmer -to-pla
to increase the area plantings for summer g
hectares in the 2022/23 season. With favourak cross the country, this area will likely
materialize. Ultimately, while South Africa's agricultural sector faces various challenges, these
solid tractor sales provide glimpses of optimism amongst farmers about the near-term
prospects of the sector.

Exhibit 1: South Africa's tractor sales
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Source: South African Agricultural Machinery Association and Agbiz Research




USDA maintained a broadly unchanged view in global grains and oilseeds production
forecasts for 2022/23

This past week the United States Department of Agriculture (USDA) released its monthly
flagship report, the World Agricultural Supply and Demand Estimates report. This report
provides insight into the production conditions of the major grains and oilseeds. While there
have been some changes in production conditions in various countries, the overall estimates
remain broadly unchanged from the forecasts released in October 2022. For example, the
USDA forecasts 2022/23 global wheat production at 783 million tonnes, up by 0,1% from
October 2022. This is mainly because of improved production conditions in Australia, Brazil
and Kazakhstan, which overshadowed the decline in crop conditions in Argentina, amongst
others. Notably, the current forecast is up by 0,4% from the 2021/22 global wheat harvest,
supported by expected large yields in Russia, the US, Canada, Kazakhstan, China, Turkey, and
the UK.

Moreover, the USDA maintained its 2022/23 global maize harvest estimate broadly
unchanged from October figures, at 1,17 billion tonnes. This is down by 4% from the
previous season, mainly due to an expected smaller crop in the US, Ukraine, EU, and India.
2022/23 global rice production is estimated at 504 million tonnes, marginally down by a
tonne from October estimates. The current estimate is down by 2% from 2021/22 season
due to anticipated poor yields in parts of rice-producing regions of Asia.

Unlike the other crops, the 2022/23 soybeans production prospects remai!sitive, at 390
million tonnes. This is unchanged from October 2022 but 10% higher tha 2021/22
season. The anticipated large harvest in Brazil, Argentina, China, Paraguay, ada, Russia,
and Ukraine compensates for t N !

deviations in crop expectatio i
Overall, the 2022/2023 global gr
supplies. These forecasts will
grains and oilseeds prices we
one will have to keep a close ey , :
months as the season is still at inception, an : owing fears of drought because of
the La Nifia weather event. We will also keep g the impact of these developments
on food prices (see Exhibit 2).

Exhibit 2: Global Food Price Index
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Data releases this week

We start the week with a global focus, and today the United States Department of
Agriculture (USDA) will publish its Weekly US Crop Progress data. In these data, our focus is
on the US grains, and oilseeds harvest progress, specifically maize and soybeans. In the
previous release, in the week of 06 November 2022, about 87% of the maize crop had
already been harvested. This is slightly ahead of last year's pace of 83% in the same week. At
the same time, the soybeans harvest is nearly complete, with 94% of the crop already
collected on 06 November 2022. This is way ahead of last year's pace of 86% in the same
week because of drier weather conditions earlier in the season, accelerating the crop's
maturity. Moreover, the USDA will release the US Weekly Export Sales data on Thursday.

On the domestic front, on Wednesday, SAGIS will release the Weekly Producer Deliveries
data for 11 November 2022. This data will help us get insight into the crop size as harvesting
has been recently completed in most regions of the country. In the previous release of the
week of 04 November, about 13,9 million tonnes of maize had already been delivered to
commercial silos, out of the expected harvest of 15,3 million tonnesilrléwe same week, about
2,1 million tonnes of soybeans had already been delivered to commercial silos out of the
expected harvest of 2,2 million tonnes. Moreover, 834 118 tonnes of sunf./er seed had
already been delivered on the same day out of the expected harvest of 84‘) tonnes.

On Thursday, SAGIS will publish the Weekly Grain Trade da r 2022. In the
previous release on 04 November 2022, which was the 27
maize marketing year, the weekly ex| ame 0.61
went to Taiwan, and the rest
exports to 2,09 million tonnes
is slightly down from 4,14 mi

the harvest.

for 11 Nov

total imports for the 2022/23 season at 224 264 tonnes. The seasonal import forecast is 1,53
million tonnes, slightly down from 1,58 million tonnes in the previous season. In the 2021/22
season, the major wheat suppliers are A tina, Lithuania, Brazil, Australia, Poland, Latvia

and the US. As we stated in our previo i
data for the past five years, Russia was on
average share of 26% yearly. This was re
season.

for an




Exhibit 3: South Africa's precipitation forecast
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