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What is required for more jobs?

• Land productivity (yield or value of 
output per unit of land) must increase 
faster than labour productivity (value of 
output per worker)

• How does this work?
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How to increase employment

• Start with 10 hectares of grazing land

• Employment is 0.01 workers (1 worker per 
100 hectares)

• Convert this grazing land to irrigation (e.g. on 
the Orange River)

• Employment is 1 worker (1 worker/hectare)
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How to increase employment

• BUT over time you need 1 worker per 2 
hectares, then one worker per 3 hectares, 
etc. – labour productivity increases

• The ONLY way to increase employment is to 
keep on converting land to higher value uses
Field crop production on 2m ha of unused arable land: 

state-owned via PLAS purchases plus former homelands

Expand irrigation

• There is a limit to how much of this can be 
done, BUT the time horizon is 20 years
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What is necessary to encourage 
farmers to get involved?

• Build investor confidence, i.e. 
have better government!

• Provide farmer support

• In this respect, learn from 
history
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As usual, politics explains 
everything

• Most of the support was for maize, 
wheat and sugar, not horticulture

• Up to around 5% in 1962-1976: the 
Control Boards were still learning their 
trade! 

• Medium term: around 15% in 1976-
1994 as the then ruling party contested 
the “platteland” (white, conservative) 
vote 
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As usual, politics explains 
everything

• Shorter term (1982-1990): Conservative 
Party formed in 1982, became official 
opposition in 1987

• Hence the ruling party started to withdraw 
subsidies in 1982 as they lost the conservative 
platteland vote

• Steep decline from 1994, negative in 2008 
and still declining

• “You don’t vote for me, I don’t support you”
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Distortions on agriculture 
relative to non-agriculture
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What kinds of support?

• In WTO definitions
Domestic support: conservation works (contours, 

irrigation works, dams, roads, fencing, etc.); 
fertilizer subsidies; interest rate subsidies; subsidies 
for new farmers; stock conversion scheme; subsidy on 
capital investment; etc.

Market access: Direct controls under the Marketing 
Act (import monopolies on almost all products); high 
tariff walls (e.g. wine)

Export subsidies: Direct controls under the 
Marketing Act (export monopolies in fresh fruit, 
maize and wheat); GEIS
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In what sequence did they 
disappear?

• Domestic support: from the early 1980s –
almost nothing left by 1994

• Export subsidies: Phase-out of GEIS from
1994 with the signing of the Marrakech 
Agreement

• Market access 1: Deregulation of agricultural 
marketing within the confines of the 
Marketing Act of 1968, e.g. the scrapping of 
cost-plus pricing for wheat and maize.
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In what sequence did they 
disappear?

• Market access 2 (before 27 April):
Marrakech brought tariffication, bound 
tariffs

• Market access 3 (new government):
Unilateral simplification and reduction of 
tariffs across the board

• Market access 4 (deregulation): “Big 
Bang” after new Marketing of Agricultural 
Products Act, 1996
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Was this a good thing?

• What does research show?
• Export subsidies: GEIS was not WTO compliant, so had 

to go. Its demise was not lamented.

• Market access: 
All economic research shows that tariffs are bad for an 

economy

There are some valid counter-arguments

Basically economic analysis seldom accounts for the cost of 
change

However, when all is said and done, tariffs on food are bad 
for hungry people
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Was this a good thing?

• Domestic support: 
Some of  these subsidies were not WTO 
compliant, so had to go

No recent studies on what the SA 
government can and cannot do ito WTO 
rules

However given small/disadvantaged 
farmer focus, most of what needs to be 
done is permissible  
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Was this a good thing?

• Domestic support: 
Most of these subsidies (conservation 
works, fencing, dams, etc.) should have 
remained, and then re-targeted to small-
scale, emerging and black commercial 
farmers

The purpose should be to create a nation-
wide Farmer Support Program

Instead we built a system that favoured
the few
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What makes a well-designed FSP?

• Failure of land reform the result of the 
lack of farmer support

• No dearth of plans: RDP, BATAT, CASP, Recap 
and Development Program (RADP)
Never fully implemented (RDP, BATAT)

Ex-post: after land settlement (CASP, RECAP)

• Individual farmers are not free to choose 
when, where and how they want become 
part of the land redistribution programs

16



Why is farmer support 
important?

1.The only way to integrate the 
“two agricultures” is FSP with 
flexible land markets

2.Without FSP no market access, 
no surplus production

3.Skewed farm sizes: 
misallocation of resources
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Lessons learned from FSP

• Comprehensive, i.e. available and 
accessible for all;

• Tailored to local conditions;

• Coordinated, across government 
agencies and the private and non-
profit sectors

• Sequencing guided by local 
circumstances. 
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