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[ : 1 NTRODUCTI ON

Thi s paper consists of extracts froma paper prepared for the
Macr oeconom ¢ Research Goup’s (MERG Framework. It focuses on
the macroeconom ¢ i nportance of the agricultural sector and on
the central issue of wage enploynent in rural areas. One
conclusion is that, whatever strategy for land redistribution is
adopted, the inpact on rural wonmen who depend on wage incomnes
shoul d not be ignored. In addition, some suggestions for
policies to inprove the status of these wonen (apart from

redi stributing the ownership of |land) are di scussed.

1. THE ROLE OF RURAL DEVELOPMENT | N AN ECONOM C PROGRAMMVE FOR
A DEMOCRATI C SQUTH AFRI CA

In terns of the conventional, National Income Accounts analysis,
the inportance of Agriculture, Forestry and Fishing is quite
smal | and has rapidly been di m nishing. Having accounted for 21
percent of GDP in 1911, the share of this sector declined to 5.2
' percent by 1990 and to 4.7 percent by 1991 (Directorate of
Agricultural Information, 1993, p.81). As a result of the,
drought in 1992, Agriculture’'s contribution to GDP (at current
prices) was only 3.9 percent; the 24 percent fall in the rea

val ue added by. Agriculture between 1991 and 1992 is believed to
explain a large proportion of the 5 percent decline in GDP which
occurred in the fourth quarter of 1992 (SARB, March 1993, p. 30).
Thus, although agriculture accounts for a rather small percentage
of total output, the fact that agricultural output is subject to
very large fluctuations neans that the performance of this sector
has a significant effect on the rate of change of total output.
Simlarly, the contribution of this sector to the enpl oynent of
the Economically Active Popul ation, as neasured in the standard
official statistical publications, fell from about 33 percent in
1951 to less than 14 percent in 1985 and about 10 percent in 1991
1. It is also argued that agricultural exports contribute a
rather small percentage to South Africa’ s total export earnings,
especially if only exports of primary ani nal and vegetabl e
products are considered (IBRD 1992, p.59). Trends in the share
of agricultural exports in total exports are shown in Table 1.
Al of the indices of agricultural export perfornmance suggest
that it is a small contributor to total exports (less than 5
percent) and that its inportance has been declining.

However, rather different estimates of the inportance of
agriculture to the South African econony are avail abl e, which
point to the need to devel op a new policy perspective concerning
the actual and potential contribution of agricultural production
to the growt h of output, enploynent and exports. An exam nation
of the Input-Qutput Tables for 1988 shows that only 34 percent

of Agriculture’s output is directly consuned; 66 percent of tota
Agricul tural output takes the form of internedi ates, which neans



that the downstream or forward |inkages fromthe Agricultura
sector are relatively high. (For conparative purposes, note that
only 26 percent of Mning’ s output is of an internediate nature).
The bulk of the internmediate outputs fromAgriculture are
destined for the Manufacturing sector (84.percent). At the sane
time, about 58 percent of Agriculture’s inputs of goods and
services are sourced from South Africa’ s Manufacturing sector,
(principally chem cal and fuel based inputs, although Prepared
Ani mal Feeds and Agricultural and Transport Equi prent are al so
inmportant). It is, therefore, reasonable to depart fromthe
standard sectoral classifications and identify a range of |inked
production activities, which involve not only the direct
production of certain "agricultural’ conmmodities, but also a

| arge nunber of other production activities, especially a set of
manuf acturing sub-activities, which are very closely linked to
and dependent on agriculture. This manufacturing-agricultura
conpl ex, or Agro-Industrial sector plays an extrenely inportant
role in the South African econony (Rustonjee, 1993).

The sectoral boundaries of the Agro-Industrial sector could be
drawn in different ways. Rustonjee (1993) has proposed that the
sector could include:

| SIC 3100 (Food Products, Beverages, Liquor and Tobacco)

| SIC 3200 (Textiles, Garnents, Leather Products)

| SI C 3300 (Wod, Wod Products, Furniture)

| SIC 3400 (Pul p, Paper, Printing, Publishing)

| SIC 3512 (Fertilizer and Pesticides)?2

Thi s aggregated group of econonmic activities constitutes a very
significant proportion of the Manufacturing sector in South
Africa. Table 2 shows that the Manufacturing-Agricultura

Conpl ex (MAC) accounted for about 402,000 jobs in 1988, or 28
percent of total recorded enpl oyment in Manufacturing, 31 percent
of Manufacturing s production, 21 percent of its capital stock
and for alnmpbst a quarter of Manufacturing' s contribution to GDP
Mor eover, the MAC accounted for 23 percent of Manufacturing
exports, while absorbing only 9 percent of Mnufacturing' s

i mported inputs3.

The contribution O the Manufacturing-Agricultural Conplex to GDP
is, obviously, nmuch greater than (nore than double) the
contribution of Agriculture to GDP. It is inportant to note that
a few of the | argest conponent sub-sectors of the MAC, such as
Food, Beverages and Paper and Wod Products were naking an
increasingly significant contribution to GDP over the sane period
(see Chart 1).

Sone conponents of Agro-lndustry have been playing quite a | arge
and growing role in the economy and have considerabl e potentia
to nake an even greater contribution to enploynment, output and
exports in the future. One exanple of this potential is based

on the finding that Agro-Industries, as well as the agricultura
sub-activities to which they are linked, are far nore | abour-

i ntensive than the non-agricultural activities in the South
African econony. Sugar, tobacco, fibre crops, animal fibres,
clothing, oil-seeds, grapes, citrus, fruit, vegetables, forestry,
furniture and tea, all have higher than average enpl oynent zout put



rati os (Van Seventer, #Faux, Van Zyl, 1992, p.16).’

In the context of an urgent need to expand wage enpl oyment, these
fi ndi ngs have consi derabl e policy significance. They underpin
the ANC s declared policy of targeting investnent in agro-

i ndustry. Furthernmore, such a policy is certainly consistent

with a macroecononic strategy which ains at increasing the rea

i ncome of poor and. black. people, since tblack households in
general have much higher income_elasticities of demand for the
commodi ti es supplied by Agro-Ilndustry than other househol ds

(BVR, 1990, p.20). Anticipated shifts in the pattern of demand

in the second half of the 19905 will, therefore, have a positive
i mpact on the relative position of Agro-Industry in South.Africa.
(An agro-industrialisation strategy is also likely to be

consi stent.wi th. mai ntai ni ng’ a bal ance between inmport requirements
and avail abl e export revenues, partly because such a | ow
percentage of Agro-lndustry inputs have to be inported).

An increase in rural incones would not only have a positive

i mpact on agricultural processing industries and enpl oynent
because of the demand el asticities and enpl oynment: out put ratios
not ed above, but could be beneficial for the | ong-run growth of
the Manufacturing sector as a whole. This is clear in the case

of those sub-sectors of Manufacturing which are currently very
dependent on Agriculture, i.e. Fertilizers and Pesticides,
Agricul tural Machi nery and Prepared. Animal Feeds. For the

Manuf acturing sector as a whole, however, it is striking how
smal |l a percentage of its output (less than 3 percent) now finds
a market in Agriculture. This tiny contribution to the market

for manufactured goods can be considered to be a direct
consequence of inadequate rates of growth of investnent in
Agriculture (see below, page 5), the extrenely skewed pattern of
i ncome distribution in the economy and the terribly low |l evels

of consunption of the overwhelm ng majority of the rura

popul ation. To the extent that investment, output and enpl oynent
grow h in Manufacturing have been constrained by donestic demand
deficiencies in recent years, an increase in demand, acconpani ed
by a shift in the structure of demand for Manufacturing out put
towards rural mass markets, which is achieved on the basis of a
wi despread increase in inconmes in the Agricultural sector, would
have very positive economy-w de consequences.

Dynam c interactions nay be antici pated between expanded demand
in the agricultural sector, increased Agro-Ilndustry output and

i ncreased output froma range of other Mnufacturing sub-sectors.
Growi ng out put and rates of capacity utilization, especially in
the food processing components of Agro-Industry, should | ower the
real price of basic goods, resulting in an increase in the
proportion of their inconme that the nass of the rural population
can devote to the purchase of nmanufactures. This increase in

ef fective demand could lead in a virtuous circle to higher output
and faster productivity growh in Manufacturing which, inits
turn, would benefit productivity growh in Agriculture through
the provision of |ower priced nodern inputs and incentive goods.
An appropriately fornul ated National Food Policy, which was
designed to have the effect of |owering and stabilizing basic
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food prices, would al so nake an inportant contribution to this
growm h strategy.

Sone further support for the strategy outlined aboye, and for the
argunent that Agriculture has the potential to play a najor role
in a denocratic South Africa, is to be found in sonme |ess recent
research. Analysis by Van Zyl and Vink (1988) attenpted to
guantify the inpact of changes in agricultural production on the
rest of the econony, based on older Directorate of Agricultura

I nformati on | nput-CQutput Tables (1976; 1979; 1982 and 1986).

They conclude that, because of its strong |linkages with the rest
of the econony, the total inpact of a change in agricultura
production on the econony is nore than twi ce that of the direct

i mpact. They al so provide estimtes of the degree to which
additions to production or capital in Agriculture have multiplier
effects on enploynent and incone in the econony as a whol e.
Wthin the framework of the 1985 production structure, an
increase in agricultural production would result in the creation
of relatively nore jobs throughout the econony than could be
achieved by an increase of the sanme order in any other sector.

For every additional unit of capital invested, Agriculture
ultimately yields a | arger number of job opportunities than al

ot her sectors, with the exception of Construction. These

findi ngs underpin the MERG policy recommendations on rura
infrastructure construction and increased investnent in

agricul tural production.

The list of econonic argunents for according the Agriculture
sector a high degree of priority in the national econom c growth
strategy of the Denocratic Myvenent could be extended. However,

at this stage it is inportant to note that there is a certain
anmount of spare capacity in South.African Agriculture, especially
in the areas of high and medium arable potential. It has been
estimated that in the white farm ng areas of Regions E and F
cropping intensities are only of the order of 51% There are,
therefore, up to 3 mllion hectares of high/nmedium potential |and
in these areas which are not currently produci ng hi gh val ue
arabl e crops (MKenzie, Winer, Vink, n.d. p.5). There is an

even | arger ampount of avail able agricultural production capacity
in the Southern African region as a whole (Davies et al, 1993,
African Devel opment Bank, 1993, ch.5 ). The degree of spare
capacity should not only be neasured in terns of under-utilized

| and, water and installed nanufacturing resources, but also in
terms of the under-utilization of the productive potential of the
rural popul ati on. The poor education, ill-health, lowlife-
expect ancy and consequent | ow productivity of the rural |abour
force is not only an indictnment of Apartheid policy; it also
provi des the najor opportunity for and indicates the potentia

of the agro-industrial growmh strategy proposed by the Denocratic
Movenent .



[11. THE FAI LURE AND UNSUSTAI NABI LI TY OF GOVERNMENT POLI CY
Unfortunately, the nost -reliable data on total governnent
expenditure on Agriculture, based on the | M s Governnent Finance
Statistics classification, is only available up to 1991. This
neasure shows a fluctuating but declining real value of
expenditure on Agriculture and a simlar decline in expenditure
on Agriculture as a percentage of total Jexpenditure (see Chart
2)t Most of the 1992/3 increase in agricultural expenditure has
benefitted white farnmers and ’'the general concl usion remains that
the governnment has, over the |ast decade, failed to accord the
agricultural sector as a whole the degree of priority that its
potential contribution to the econonmy or international experience
woul d warrant. The nean percentage of total governnent
expenditure on Agriculture in South Africa between 1989 and 1991
was only 2.5% ie about the same proportion as that observed in
New Zeal and which has a far smaller proportion of the | abour
force in Agriculture. By contrast, the conparative percentage

in nore successful economies with sinmilar structura
characteristics to South Africa, such as Ml aysia, Thail and,

I ndonesi a, Korea, was between 7% and 10% ie nore than double the
proportion spent in South Africa (I M- 1992). Wthin the context
of overall neglect the governnent has wastefully m sdirected
expenditures to a Small minority of white grain farners.

Whi | e governnent productive investment in the agricultural sector
has been declining as suggested in Chart 2, there is no

i ndication that the private sector has taken up the slack. On
the contrary, all the evidence suggests that the inpact of

i ncoherent governnment policies with_ respect to marketing,
pricing, subsidisation, interest and exchange rates, not to
nmention the cost-increasing effects of protecting agricultura

i nput supply industries such as ADE (di esel engines) and SASCLS,
have adversely affected the agricultural terns of trade and,
therefore, farnmers’ incentives to invest. The consequences have
been: a decline in the real value of farm expenditures on

i nternedi ate goods and services since 1985; a decline in rea

| evel s of capital investnment in fixed inprovenents, froma peak
of R693.3 million in 1973 to R344 nmillion in 1990; a decline in
real levels of investnent in tractors, nmachines and inplenents
froma peak of RL.7 billion in 1981 to R389 million by 1990,

(I BRD, 1992, pages 72 and 81).

Qovi ously these adverse effects of governnent policy have not
been uniformy distributed anong the white farmers: for exanple,
producers of sone of the nost inportant field crops, i.e. maize,
wheat, grain sorghum barley, cotton, sunflowers, have all faced
a very marked deterioration in their terms of trade between 1982
and 1991, with real producer prices for these comobdities falling
by between 49% and 21% over the decade (Agri Review, Jan 1992).

On the other hand, the terns of trade for tomatoes , oranges,
grapefruit, |enons, apples and avocadoes, for exanple, have al
noved quite favourably for farm producers since 1982 (Agri Revi ew,
5



"Cctober 1992). .This has been reflected to some extent by changes
in the pattern of investment, with. output of horticultura
products increasing by 25% between 1985 and 1991, while field
crop production stagnated and the area planted to nmi ze decreased
by alnbst a million hectares between the early 1980s and the turn
of the decade (LAPC, Jones, 1993, pl2)6.

However, it cannot be said that these very large shifts in the
terns of trade, in investnment and in the pattern of production
and enmpl oynent were the outcome of a coherent rural devel opnent
strategy or food policy. They reflect, rather, the peculiar and
conbi ned outcone of vacillating responses to the pressures of
particular white, rural vested interests?7, narket |iberalizing
and nonetarist ideologies, rainfall and unantici pated
fluctuations in international price and exchange rate novenents.
The record of econom c policy m smanagenent highlights the
urgency of adopting a rational and consistent set of state
interventions to pronote the devel opnent of the Agricultural and
Agro-Industry sectors. The prospect of the "continuation" of
recent policies promised in the NEMwould rapidly be rejected by
a denocratic government.

The redirection and reform of rural devel opnent policy wll
require not only the re-allocation of resources within a new
expenditure plan, but the radical reformof the central, regiona
and | ocal state and quasi-state enterprises which have been
responsi bl e for the m snanagenent of such resources in the past.
The nodel for such an expenditure progranmre shoul d neither be the
costly current support packages to white farners, nor the (less
costly but non-replicable and narrowy focused) support to bl ack
farners through the DBSA's Farner Support. Programe. MERG
recomends, instead, a far nore tightly targeted set of |ower
Cost interventions which are especially designed to inprove the
living standards of the very poorest rural househol ds. The scope
for financing such state intervention through a reduction in
state expenditure on white farners and the honel and and ot her

bur eaucraci es is obviously considerabl e.

Nevert hel ess, the.resources for the proposed poverty-targeted
interventions will prove inadequate if a growi ng nunber of bl ack
capitalist farmers can stake their claimto the excessive |eve

of state resources currently received by their white counterparts
and to the extent that such resources continue to be as
wastefully and irrationally allocated to a sub-set of grain farns
as they have been in the past. The political econony of rura
South Africa and the weakness or absence of appropriate rura
devel opnent institutions and experienced personnel neans that it
will be difficult to prevent such inefficient handouts of state
resources. This suggests that there is likely to be a role for
efficient agri-business to expand its recent efforts to

i ncorporate snall black producers into nucleus estates or
contract production. Mire inportantly, the argument above inplies
that there an urgent requirement to define with a great deal of
preci sion the needs and targets to be addressed by the Denocratic
Moverent’'s agrarian transformation strategy;
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I V. THE NEEDS TO BE ADDRESSED BY AN AGRARI AN TRANSFORMATI ON

POLI CY

Sone Characteristics of the Poor

The scattered and net hodol ogi cally inconsistent surveys covering
the incones of rural households, the najority of which have not
been undertaken by governnment agencies, cannot be used as a basis
for anal ysing national, or geographically disaggregated, or
gender specific trends over tine in per capita real incones.
These surveys do, however, agree in drawing a few, quite firmy
based conclusions: ' ,--

a. Black people living in rural areas in general have nuch | ower
i ncomes than black or, of course, white people in urban areas.

b. The degree of black rural poverty, in both "white" and ot her
rural areas, is much nore acute in some regions and sone
districts than in others. There is probably a grow ng degree of
spatial and within-district inequality in the distribution of
rural bl ack incones.

c. The inconmes accruing to black wonen in rural areas, to

f emal e- headed or fenal e dom nated househol ds, are much | ower than
those available to black men or to other rural househol ds.

d. A large proportion of rural households only survive, or
finance their consunption of basic goods such as food, through
wage enploynent. Quite apart from enploynent in the mnes and

i n manufacturing, rural wage enpl oynent, both on-farm and off-
farm wage enploynent is, and has for’ many decades been, a
critical source of incone for a very |large nunber of poor rura
househol ds.

The | ast point concerning rural wage enpl oynent has extrenely

i mportant consequences for the design of economic policy and for
proposal s on agrarian reform

The Need for Rural Wage Enpl oynent

Rural househol ds have, for many decades, only been able to
survive on the basis of access to wage enpl oynent. Of the poor
bl ack rural popul ati on; which has been estimted to anpunt to
about 11 million people, a significant proportion are surviving
in the so called Ewhite" rUral areas, either as enpl oyees on
white farnms or as the .dependents of these enpl oyees. The
officially recorded nunmber of black farm enpl oyees and donestic
servants on farms in the "white" areas has fluctuated over the
peri od 1985-1991, but has averaged just over one mllion, of

whi ch about one third are donmestic workers. If "Col oured and

Asi an" farm enpl oyees are included, the figure is close to 1.2
mllion (Directorate of Agricultural |nformation, 1993, p.6).
Maki ng reasonabl e assunpti ons concerni ng the nunber of dependents
per enpl oyee, the total nunber of people relying on these wages
could be between 5 and 6 mllion



No up-to-date and appropriately deflated wage series exists for
these enpl oyeesg, but there are indications that their real wages
are considerably |lower than the real wages received by recorded
urban bl ack enpl oyees, probably anobunting to |l ess than one third
of the urban | evel (Urban Foundation, 1991). Movenents in the rea
wages of farm workers have not, of course, been uniform across
farns, crops and geographical districts. Note that the pernanent
farmworkers in regions J, C, B, D, and G receive only about half
the monthly cash wage received by farmworkers in region A (Farm
Wor kers Research and Resource Project, My 1993; Graaf, Louw, and
Van De Merwe, 1989, p.37-8). Mreover, nmany of the 1.5 nillion
l1children of farm enpl oyees are known to suffer fromparticularly
acute educational deprivation, with about 40% of the rel evant age
_group not attending Primary School (Gordon 1991).

It is inportant to enphasize that the official data on farm

enpl oyees in white rural areas is alnobst certainly extrenely

m sl eadi ng. The recorded wage rates appear to be rather higher
than those observed in mcro-surveys and the nunber of enployees,
especi al ly casual and seasonal enpl oyees comuting or tenporarily
mgrating fromthe "honel ands" and from nei ghbouring countries
in Southern Africa appears to be under-estimated in the CSS
publications. Therefore, the nunber of rural people dependent

on wage enploynent on these farns is probably considerably |arger
than the estimate of 5 - 6 mllion given above.

In addition, agricultural wage enploynent within the ’black

rural areas should be added to this total when estimating the
nati onal inportance of agricultural wage enploynent. This
calculation is problematic, since statistics on "formal’', ie
recorded wage enpl oynent, have not been collected on a
geogr aphi cal | y di saggregated basis (DBSA, 1991c, p.19). However,
DBSA estimates_ of the "Denmand for Labour" in the "CQuter

Peri pheral Area of South Africa"10 indicate that roughly 1.45
mllion people were in wage enploynent in these largely rura
areas (ibid, p.44). This total, while it would include wage

enpl oyees on the Devel opment Corporations’ |arge scale
agricultural projects (perhaps amunting to a fifth of al

enpl oyees) and government enpl oyees, does not include all of the
| arge nunber of waged domestic workers in these areas, nor does
it include the | arge nunber of farm workers enpl oyed for wages
by small black farners. In particular, casual/seasona
agricultural wage enpl oynent for black farnmers, which is
extremely inmportant as a source of income for poor black rura
worren who are unable to commute or migrate to "white' rura

areas, is ignored. It nmust be concluded that the degree to which
poor rural people depend on wages received fromfarm (or from
off-farn) rural enploynent within the honel and areas cannot be
estimated with any degree of precision

Nonet hel ess, nicro-surveys covering the sources of inconme of
rural househol ds do suggest that wage enploynent is an extrenely
i mportant source of income (Nattrass and May, 1986; De Wt et al
1989, p.66; Leibbrandt, 1993, p. 54; and Bronberger and Antonie,
1993). Unfortunately, far too few of these surveys give any

i ndi cation of the sector fromwhich these crucial flows of wage
8



(and renittance) income are derived. It follows that neither the
current nor the potential role of farm enployment in providing
an incone for poor rural people and , in particular, poor rura
worren, can be estimated with a great deal of confidence.
Nevert hel ess, it would probably not be unrealistic to assune that
wel | over half of the rural poor depend on agricultural wage

enpl oyment for their survival. The sale of |abour power
represents their only viable reproduction strategy, since even

if they have sone arable | and, the opportunity cost of devoting

| abour to that land in terns of wage earnings foregone is very

hi gh.

The inmpact of rural devel opnent policy on the denand for
agricultural wage | abour, should not, therefore, be ignored.
Pol i ci es whi ch reduce the | evel of demand for, or the real wages
of farulworkers, including ill-conceived redistributions of |and,
woul d have a devastating effect on very | arge nunbers of the
poorest people in South Africa. Sone policies designed to have
the opposite effect are di scussed bel ow.

The Need for Access to Land

Thus, state interventions in the |l and market are required for two
di stinct purposes: First, to redistribute land directly and in
the short-run to poor rural people: secondly, to reallocate | and
to those enpl oyers capabl e of achieving the technol ogi ca

dynam smrequired for the macroecononi c goals of raising

enpl oyrment, real wages, agro-industrial output and exports.

The first of .these goals, ie the allocation of [and for
producti on purposes to sonme of the poorest rural househol ds nust
be regarded as an urgent priority, which should be achieved in
the short-run.

The recommendation here is that the initial aimof direct state
interventions to redistribute land should be to benefit adult
femal e menbers of | andl ess households in the rural honel ands.

The benefits they may be expected to derive will consist of

i mprovenents to their own and their children’s diet, achieveda
through consunption of the vegetables and other food they produce
on their newy acquired |land, as well as through the snal

amounts of additional income they may acquire through sal es of
agricul tural produce or through the | easing out of their new
asset. It is not anticipated that they or their children wll

be able to survive on the returns fromthis | and al one; the
majority of consunption needs will continue to be met through
their own or their famly nenbers’ access to wage .enploynent, or
t hrough transfer incones, especially pensions. y This
recomendati on does not, of course, preclude the simultaneous
pursuit of |and redistribution through the proposed Land C ai s
court, which would aimto restore specific parcels of land to al
peopl e, whether currently landless ort not, illegitinmately

di spossessed by the apartheid state. The adjudication process,
however, may take sone time, while the MERG proposals shoul d be

i mpl enented very rapidly.



The MERG recomendati ons may be contrasted with some recent
proposals for a land redistribution progranmme in 1994 fromthe
Worl d Bank (1BRD, 1993). Their proposal rests on a "broadly
targeted", (ie. ill-defined), injection of purchasing power which
will allow sone black people to purchase land in the existing

| and nmarket, using states subsidised credit to nake their

acqui sitions. The criteria for targeting suggested by the Bank
ef fectively exclude those who currently have access to very | ow
i ncomes, no collateral and poor organisational capacity to
represent thenselves to the inplenenting agency as a "strong"
group. In other words, the issues of poverty and gender are not
taken seriousiy. Rather, the vision is of a package of state
subsidies to a class of male black rural capitalists.

The policy changes required for the second goal are urgently
requi red, but hasty or ill-considered state interventions could
easi |y disrupt existing agricultural production and wage

enpl oyment, with harsh consequences for the retrenched and for
the poorest rural househol ds. The appropriate package of price
incentives, tariffs, subsidies, taxes and | egislation designed
to avoid such disruption, while steadily reorgani sing cropping
patterns to nmeet sectoral enployment and output targets, will be
briefly described bel ow.

There can be no objection to the renoval of all the apartheid
obst acl es whi ch have constrai ned the dynam sm of bl ack enpl oyers.
Neverthel ess, their access to land, as well as the access of
their white counterparts to | and, should be conditional upon the
econom ¢ consequences of structures of ownership for the rura
poor. The state should certainly intervene to restructure
production on |large-scale capitalist farns, but the objectives
of such interventions should be broader than nmerely to achieve

a change in the colour of the capitalists concerned. These

obj ectives must include achieving the sectoral enployment and
.output targets of the macroeconom c strategy, as well as the
demands of the ANC and COSATU for poverty reduction and rapid

i mprovenent in the wages and working conditions of farm

| abourers.



v: SOVE PCLI CY RECOVVENDATI ONS

3

Investment in Rural Social and Physical Infrastructure

Three econom ¢ argunents in favour of a strategy of investnent
in rural social and physical infrastructure need to be nade here:
First, many rural wonen are now living in honeland or other rura
areas where the mediumterm prospects for obtaining | oca
producti ve enpl oyment, whet her’ wage enpl oynent. or self-enpl oynment
in agricultural or non-agricultural enterprises, are rather poor
The resource base of the areas in which they now live, the agro-
ecol ogi cal characteristics and the non-agricultural installed
capacity, are all relatively shaky. Consequently, many of them
and their children are already conmuting, or seasonally

m grating, or nmoving nore permanently to the white rural areas,
to small towns throughout rural South Africa and to the mgjor
conurbations in an attenpt to obtain wage enpl oynent and escape
their poverty.

Unfortunately, the |abour market for uneducated woren, | acking
enpl oyment experience, skills or capital and restricted by the
nurturing requirements of their dependents and their own poor
health status is extrenely slack. Nor can demand for this
category of | abour be expected to increase substantially, even
when growth resunes. Interventions are therefore urgently
required in order to inprove their nobility and wage earning
capacity. Their educational, health and nutritional status nust
rapidly be inmproved if there is to be any hope that they and
their children can mgrate to enter nore dynanic | abour markets
wi th reasonabl e prospects of success. Cbviously, their ability
to obtain income through agricultural or non-agricultural self
enpl oyment anywhere in the econony is also severely constrained
by their structural aversion to risk and by illiteracy and il
heal t h.

Secondly, if they must remain in an unfavourabl e honel and
econom ¢ environnent for extended periods, these investnents are
required for another reason. The proportion of their tine that
they are now able to devote to earning the cash that they and
their children need to survive is severely linited. It is
[imted by the many hours of drudgery involved in the collection
of water and fuel, by the distance they nmust walk to visit a
clinic, an educational facility or even a food shop, and by the
hours they must spend in donestic | abour because housi ng,

l'i ghting, washing and cooking facilities are so seriously

i nadequate. An inportant aimof the proposed investnents shoul d,
therefore, be to reduce this drudgery.

Finally, given the extent to which the poorest rural househol ds
are dependent upon rural wage |abour, it is inmportant to allocate
the bul k of the new enpl oynent opportunities generated by
proposed investnents in water supply, sanitation, clinics etc.
to uneducated rural women in the poorest areas. The MERG
programe to create 100,000 jobs and opportunities for training
11



per year in |abour-based construction rmust be-designed in such
a way that the first beneficiaries are rural women based in the
nost deprived regions. The availability of such public works
enpl oyment, within commuting distance, would directly expand
their short-termoptions for wage enpl oynent, which are currently
confined largely to agriculture and donestic service, and
indirectly inprove their own and their children’ s |longer-term
prospects in the | abour market, since their education and quality
of life would benefit fromthe infrastructural facilities

creat ed.

The MERG proposals for investrment in other, typeS of
infrastructure include projects in the followi ng areas:

i) The rehabilitation and inproved nai ntenance of

existing irrigation facilities, soil conservation

wor ks, , rural feeder roads and on-farm structures.
(Rehabilitation and nai ntenance projects for physica
infrastructure are stressed because of their

relatively short gestation period).

ii) The labour-intensive construction of new irrigation

and water control structures, soil conservation

structures and rural feeder roads.

There are strong argunments for concentrating these public

i nvestnments in those rural areas with the greatest production and
export potential, rather than in the nost renmote, deprived or

| east productive honel and areas. Thus, although the condition
of roads, for exanple, in renpte rural areas is known to be
appal I i ng, MERG questions the value of further investnment in
those areas which were designed as "dunpi ng grounds” in the
heyday of apartheid (cf. Mongwa and Muller, 1993). The capita
cost of providing and maintaining i nfrastructural services in
rural conditions such as these is relatively high and, if these
areas have very limted productive potential, then |oca
communities will face great difficulties in meeting maintenance
or recurrent costs.

The concl usion of the argunment above is that it will be necessary
to plan the programme of rural physical infrastructure projects
across wi de boundaries which include both white and honel and
areas. O course, the plans will have to ensure that. the
benefits or income streanms arising fromthe investnents are not
confined to those who already own nost of the rural neans of
production. If the investnents involve large inputs of fenale
rural |abour not only at the construction stage, but also are
specifically designed to lead to faster rates of growh of wage
enpl oyment in the rural enterprises which benefit fromthe output
of the projects, then reasonable rates of social as well as
econom c return may be expected. In addition, it may be
necessary to focus the initial phases of the physica

i nfrastructure investnent programre in those particul ar areas
wi th high-to-nedium arable potential that are either within, or
near the boundaries of the honelands, in order to maxim ze the
possibility of fermal e |abour participation

12



Economic Carrots and Sticks to Elicit the Cooperation of
Capitalist Farners

Large scale State funding of investnment in physica
infrastructure along the lines described above could constitute
a "carrot" to elicit cooperative investnents by the nost dynam c
capitalist farmers or agri-business, i. e. those capabl e of

enpl oyi ng | arge anounts of productive wage | abour at a living
wage and of maeking a significant contribution to export revenues.
O her forns of state intervention. will also be required, as

"carrots’, inducerments or as penalties to encourage restructuring
of agricultural production on 1lthese farns in areas of high
potenti al .

For exanple, the state subsidisation of agricultural or agro-

i ndustry exports could and shoul d be made gonditional on the
neeting of per hectare enploynent targets within a specified tine
period. State support for agricultural research should al so be
directed towards achi eving enpl oynent targets. |ndeed, when
preparing for the new nix of expanding, elimnating and
redirecting the array of state expenditures and tariffs directed
towards farners, the possibilities for putting econom c pressure
on all farmers to begin to invest in a wage | abour intensive,
technol ogi cal dynamic and internationally conpetitive farm
producti on structure are inmense.

The accel erated conversion of integrated agricultural estates
into 'nucl eus estates’ or small-hol der outgrower or contractor
schenes, which tend to use nore | abour per hectare than the
original large-scale units, could al so be pronoted through
judicious state intervention by neans of expenditure carrots or
the fiscal stick. The | evel of user charges for irrigation water
i s another obvious exanpl e of an appropriate instrument to assi st
in achi eving enployment and export targets on existing farnms, as
is the structure of rail-freight charges. Few, if any, of these
state interventions would require new | egi sl ati on. However, the
i ntroduction of a |and Tax should al so be investigated; not
because such a tax would or could contribute significantly to
revenue, but because it could be used to create incentives for
appropriate levels and fornms of investnent on capitalist farmns.
13



1.1t should be noted that the share of enployment in Agriculture
in 1991 is rather higher if only the Economically Active 'Bl ack’
popul ation is considered; enployment in agriculture accounted for
nore than 12 percent of total enploynent for this group

(css, 1992, p.2.22).

2.Van Seventer, Faux and Van Zyl (1992) provide a nore detail ed
anal ysis of a sector they call "agri-business" using an expanded
i nput -out put table which includes a di saggregated agri cul ture.
Their concept of agri-business only takes account of the forward
I i nkages of agricultural sub-activities, i.e. nostly food
processi ng subvactivities, although textiles and cl othing and
paper and printing are al so included.

3.1t should al so be noted that an officially recorded 20, 000
whol esal e and retail businesses, together with a |arger nunber
of such busi nesses whose exi stence is unrecorded, operate in
rural areas and generate consi derabl e wage enpl oynent. These
busi nesses may be regarded as directly or indirectly dependent
on Agriculture (Roth et al, 1992, p.61).

4.Note that in nmost of the self governing territories there has
al so been a decline in agricultural spending as-a proportion of
total expenditure between 1984/5 and 1991/2 (see Chart 3, R mer
1993).

5.0ne estimate of the |level of increased input costs faced by
farners as a result of protection policy is that farmers in the
early 19805 woul d have been able to save about 25%on fertilizer
inputs in a tariff-free environnent (Vink and Kassier 1992,
p.217). Note that exporters of processed agricultura

comodi ti es have not been able to benefit fromincentives such
as CEl SS.

6. Note that one of the inportant failings of the officia
statistics is that they do not report areas cultivated for the
key growth sectors of white farmng, ie horticultural crops and
veget abl es.

7. The latest ad hoc response to such pressures has been the

all ocation of about R50 million in md-1993 to selected white
farnmers to conpensate them for the costs of protecting thensel ves
agai nst vi ol ence. The regi me does not appear to appreciate the
fact that rather nmore black rural inhabitants than white have
been the victinms of violence.

8.0ne of the many deficiencies of the avail able sources is that
they have not been able to nake use of an appropriate deflator,
i.e. lowincone rural consuner price indices appropriate for
different districts are not available in South Africa

9. Al t hough between 1981 and 1987 the real wages of these workers
appears to have fallen quite considerably (IBRD, 1992, p. 105).

10. This includes nost of the self-governing territories (with the
exception of sone districts of Kwazulu which are defined as part
14



of the Durban/Pi netown/ | nanda netropole), as well as the TVBC
st at es,
15



TABLE 1

Tho share 01 agricunual in tota

1969 1970

(rolal hcl. gold)
(Cunent prices) 6.37 6.15
1 folal excl. gold)
(Curremprices) 9.25 8.84
1 row hcl. gold)
(Constant 1991 prices)
1 folal excl. gold)
_1Consl anl 1991 pt ices)
Sour ce: CEAS dal a bank
1971

6. 05

8. 67

1972

8.32

11.74

1973

5. 96

9.28

1974

5.24

8. 48

1975

6.11

9.25

3.76

7.15

1976

5.53

7.64

3.00

5.59

1977

5.28

7.24

3.36

5.97

1978

5.33

7.67

3.73

6. 62

1979

3.50

5.50

2.79

4.81

19!1) 1981

4.37 4.20

8.10 7.15

4.16 3.54 7

7.11 6.16

1982

3.62

6. 00

3.14

5.53

1983

1.85

3.24

1.63

3.03

1984

1.60

2.73

1.36

2.48

1985

1.59

South Alrlcan exports (9S)



2.60
1.61
2.71
1986
1.73
2.72
1.85
2.99
. 1987
1.82
2.87
1.83
2.87
1988
2.15
3.13
2.15
3.13
1989
3.09
4. 36
3.10
"4, as
199)
2.52
3.40
2.52
3.40
199 |
2.53
3.43
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CHART 3

(per cent total budget).
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" CHART 2

Total expenditure on agriculture:
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