LAND CLAIMS

Thabo Mbeki and Mof Terreblanche Wil government fisten?

A practical survival plan

A new report
suggests a
commercial focus
for land claims

President Thabo Mbeki's favourabie
reception of the Renosterrivier land re-
form plan suggests a new pragmatism
may be taking root in government’s ef-
forts to reverse SA’s skewed land owner-
ship patterns.

Almost a year ago a group of leading
Afrikaner businessmen and acadernics —
including FirstRand chairman G T Fer-
reira and former Afrikaanse Handels-
institrut head Mof Terreblanche —
launched a pilot study in the Renoster-
rivier distriet in the Free State, aimed at
breaking the vicious cycle of land reform
failures. Similar initiatives have come
and gone. What makes Renosterrivier
dJifferent is that its key protagonists have
. the president’s ear.

. The study incorporated findings from a
. review of the agricultural potential in

| Renosterrivier conducted by Free State

| University, a review of 36 farms already
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transferred, and recommendations for
another 2 000 ha that government was
in the process of buying.

The findings were presented to Mbeki
and land affairs & agriculture minister
Lulama Xingwana last month.

The study makes two key points. First,
the current narrow foeus on land delivery
— rather than creating
viable farming businesses
— often results in failure.
Second, government’s ef-
forts to deracialise commer-
cial farming — essentially
replacing a fair proportion
of the 40 000-odd whites
who still dominate the sec-
tor — are doomed to fail-
ure, given the typically low
returns in an environment of limited
state support. The report’s main thrust is
to offer practical proposals for turning
jand reform farms into viable businesses
with private-sector support.

The business leaders pledged R1,5m
over three years to fund the Renoster-
rivier support centre, expected to be
operational by June. It will provide com-
mercial guidance to the provincial de-
partment of land affairs, secure pro-
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duction loans, help draft business plans,
and set up partnerships to establish new
farmers on the land. The main focus will
be on integrating emerging farmers into
mainstream markets.

A researcher who attended the pre-
sentation says Mbeki was “very positive”
about its findings and hoped the model
could be replicated nation-
ally. He says the president’s
response was echoed by his
minister, and was evidence
of “pragmatism at the high-
est level”

The policy may have
been welcome, but govern-
ment will continue to view
suceess in land reform first
and foremost as a numbers
game, To date only 3m ha of the 82mha |
owned by 60 000 white farmers has been
transferred, well short of the 30% target !
set for 2004. So government has stepped
up plans to aggressively buy land on the
open market for redistribution. But it has
also made it clear it will step up ex-
propriation of claimed land when ne-
gotiations deadlock.

Many commercial farmers share the
view that redistribution is essential for




! than a smaller numher of com-

social and political stability. But they
strongly reject land transfer at all costs.

Analysts have also pointed out that
without the necessary skills, access to
funding and above all a bankable busi-
ness model, land reform farmers are
destined to fail. The Renosterrivier re-
port presents the same argument while
highlighting institutional and policy
flaws easily rectified.

A serious flaw is thatland @ - e

RENOSTERRIVIER PROJECT

How the funding will work

& 28% by government grants

# 22% privately financed with mortgage loans
# 24% cofinanced by government grants and mortgages
@ 26% financed by private cash transactions

grants still encourage large num-
bers of prospective farmers rather

mercially viable black farmers. In
Renosterrivier about 4 000 ben-
eficiaries received R4 700 each to
buy 36 cattle farms ranging from
14 ha to 500 ha. Each farm must
sustain an average of 113 beneficiaries,
which is impossible in an area that needs

i 4 ha-6 ha of veld per livestock unit.

Another key mistake by government
was to assume land values could trans-
late into returns. In the study area the
price of land varies between R1 200 and
R2 000/ha, which means a 500 ha farm
would cost about R750 000. However,

| the productive value of the land is

around 40%-45% of the selling price.

This means new entrants will find it

impossible to finance production costs if

they have to pay off even a part of their

farms — a key reason for widespread

bankrupicies and dwindling production.
To rectify these deficiencies, the

Renosterrivier report recommends the
state, or its special-purpose entity, should
buy land and initiafly retain ownership.
Potential beneficiaries must be sereened
for suitability before they are given land.

Suggested screening criteria include
two years of formal training or two years’
internship with a commercial farmer.
Rights to start farming should be subject
to strict mentorship, with emerging

farmers sharing in profits and manage-
ment according to performance. After
five to six years those with the best
aptitude to farm should obtain full own-
ership, 100% share in profits and sole
management over land resources.

This represents a bold departure in
two respects. First, agricultural experts
such as commercizl farmers provide
hands-on support. Second, the taxpayer
funds land purchase, leaving suitable
beneficiaries to get on with the job of
farming profitably.

In 2003 the average cost of agri-
cultural land was around R1 500/ha. On
the assumption that this has now dou-
bled, the total cost for buying the 20m-

odd hectares needed to meet targets
comes to R60bmn.

Another key recommendation is join-
ing forces to add value to primary pro-
duction and absorbing new farmers into
mainstream marketing chains. The re-
port also urges government to support
partnerships. Development workers say
many deals are torpedoed by officials
suspicious of private-sector motives, and

S there are widespread reports of

bona fide offers from commercial
farmers being snubbed.

But Glen Thomas, the director-
general of land affairs, says these
perceptions aren’t fair. “We always
 cor welcome the involvement of the
e private sector” he says.

A gap in the report is its failure
to address the needs of millions of sub-
sistence farmers. “We aren’t arguing
about the bottom half of the sector says :
researcher Stephen Hobson, who believes |
it's unrealistic to expect emerging farm-
ers to solve rural poverty.

Terreblanche, the driving force behind
the scheme, sees no contradiction in
tackling both sectors. “There are many
subsistence farmers with 80 head of
cattle who can be turned into commercial
operations. My father started farming
that way, and he became successful” he
says. “Land reform is an emotional issue,
but we must take small steps and turn it
into an operational issue” :
Stephan Hofstdtter

Shield your business from system bugs as you roil out changes
to accommodate the National Credit Act.

In ancient Rome a protective screen formed by a body of troops holding their shields
above their heads was known as a Testudo. Today we offer that same protection
under our shield. Testudo offers an independent check on your IT systems for
compliance with the NCA. Our business is testing IT systems, in testing with our
National Credit Act framework, you protect your system from systern failure in the
area of the National Credit Act.

Contact {011) 993 6001 for more information.
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