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EXECUTIVE SUMMARY
The Post-Harvest Innovation Programme (PHI) is a public-private partnership between
the Department of Science and Technology (DST) and the Fresh Produce Exporters’
Forum (FPEF). PHI’s mandate is to build a competitive and sustainable fresh
horticultural industry across the country by addressing the technological challenges
faced by the industry. The horticultural industry in Thulamela plays a vital role in
sustaining rural livelihoods. It is therefore essential to ensure that it remains profitable
and sustainable, as well as locally viable and internationally competitive. However,
many of the residents have not yet been petitioned to unlock the agricultural potential
of the area entirely.
The purpose of this project is to compile a Horticultural Development Plan for the
Thulamela Local Municipality (TLM) to provide a scientific foundation for determining
the qualitative and quantitative development needs of the range of farmers/farming
communities and agricultural pre – and postharvest service providers.
In December 2016, OABS Development (Pty) Ltd, was appointed through an open
tender process, to undertake the study.
Although some small-scale farmers in TLM already produce agricultural products, the
produce is not necessarily what the market wants. It was, therefore, necessary to do a
market and value chain analysis to identify the horticultural opportunities for smallscale farmers (commercially orientated). It is important to note that there are three
necessary components to any agricultural market (in fact for most commodity markets).
These include:
•
•
•

The supply side.
Transaction costs.
The demand side.

It is therefore appropriate for the design of a horticultural development plan for
Thulamela to consider all these elements to ensure efficient market access for smallscale commercial farmers. It should be clear that it is convenient from a practical point
of view to address the horticultural development plan on three levels, i.e.:
•
•
•

Market readiness (mainly agricultural products supply and transaction costs).
Activities or actions to reduce transaction costs.
Market access (demand by markets).

The Agri-park model promoted by the DRDLR is in principle an excellent concept to
address the challenges of smallholder farmers. However, it is crucial that all the
elements for success (land, water, infrastructure, equipment, mentorship and training,
financing and market access) are addressed during implementation and that the
private sector operates the park. The Nwanedi/Timbali Agri-park is an excellent
example of the concept (See Section 3.2.8.1).
From the comprehensive overview of the demography and socio-economic status of
the project-area provided in Chapter 2 indicated the need for job creation to reduce
i
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the dependency ratio, the need to empower the youth and women and some
obstacles to achieve these objectives. Any attempt to come up with a practical and
sustainable horticultural development plan will have to overcome constraints of access
to land and water by involving tribal authorities as co-implementers and
beneficiaries alongside with the targeted communities and individual emerging
farmers.
The status quo analysis in Chapter 3 highlights several of the comparative advantages
for Thulamela to produce horticultural projects and the challenges to unlock these
opportunities. In general, the climate in Thulamela is conducive to the production of
subtropical fruit and vegetables. However, it is important to take cognisance of the
impact of climate change.
Certain areas in Thulamela have a much higher dryland potential compared to
irrigation potential since access to irrigation water is limited. In estimation, the
maximum area of high potential land that can be irrigated is about 4 000 ha
(considering soil quality and water availability). The northern and south-eastern regions
of Thulamela have the highest soil suitability for irrigation.
It is evident from the baseline data disseminated that the overall situation of
smallholder farmers appears to be less than favourable regarding the inputs provided
by the groups of respondents representing their specific commodities. In general,
there is a lack of access to natural resources, infrastructure, equipment,
technical support and access to finance.
Existing irrigation infrastructure and infield systems are in poor condition, and a
number of the schemes are not operational. Based on the data supplied, the
majority of the fruit produced is considered to be either class 2 or even class 3 fruit
(to a large extent linked to a lack of irrigation water and other inputs).
Based on the available data, it is clear that some intervention is required to attract
more youth and women to irrigation agriculture.
The assessment of marketing arrangements in TLM is of significant concern. A market
failure exists for semi-commercial and small-scale producers. Unless the TLM
horticulture development plan addresses the complexities caused by market
failure, the future outlook for small-scale producers as well as semi-commercial
producers will remain negative.
Also, financing small-scale commercial farmers should be a vital element of the
proposed Thulamela Horticultural Development Plan (THDP).
It should be clear from all the background information that there are significant socioeconomic challenges in the Thulamela Municipal area. However, the region is
endowed with natural resources in some parts which are conducive to grow high-value
horticultural crops.
The environmental analysis in Chapter 4 indicates several ecological issues for
consideration in the THDP. These include issues such as water quality, soil erosion,
biodiversity loss, habitat fragmentation, waste management, spatial settlement
patterns and Climate Change.

ii
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The market analysis in Chapter 5 indicates that the local market will continue to show
strong growth due to:
•
•
•

Continuous growth of the middle class – both in population and disposable
income;
General population growth and associated rise in food demand; and
Increase in demand for certain food types from Africa - particularly from South
Africa.

Such a scenario will benefit any future horticulture production in South Africa.
Internationally, retailers are an essential driver of changing global dynamics in agrofood trade, production and employment. A major obstacle for smallholder producers
is compliance to supply these retailers.
The assessment shows that the following fruit types can maintain stable industry
growth at both production- and processing levels:
•
•
•
•
•

Macadamia
Avocado
Citrus – oranges and lemons
Mango
Banana

As far as the vegetable types are concerned, the assessment shows that the following
vegetable types have potential to become influential industries in the TLM area:
•
•
•

Potato – although not known in the area, it needs a second consideration.
Onions
Tomato

Black tea (currently 1 077 ha – Tshivhase and Mukumbani) was not considered since,
according to DAFF (2015), black tea production in South Africa has been uneconomic
and under severe financial strain since 2003/04. Most of the tea estates were
established in areas of high unemployment during the 1970s and 1980s to dissuade
people from migrating to urban areas. At the beginning of 2003 most of the tea estates
in the country went out of production, and those that remain (only 3 out of 12) are in a
very precarious financial position, and party survive because they produce a product
of high quality but mainly because they receive funding from the state. The key reasons
for the uncompetitive price of the black tea industry are the following:
Relatively high production costs ascribed mainly to the introduction of minimum wages
in the agricultural sector;
•
•
•
•

Low world market prices for black tea and the fact that black tea is a US dollar
traded commodity;
The dominance of tea packers; two major tea packaging companies dominate
more than 80% of the Southern African black tea market;
The difference between the producer prices and retail prices for black tea is
alarmingly higher than most other agricultural commodities;
Black tea producers in South Africa have no mechanism to negotiate better
rates with tea packers; they are price takers as the packers determine the rates.
South African tea packers use the South African tea price as a negotiating
iii
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position when negotiating tea prices with our SADC partners. As a result, South
African tea packers seem to be the only ones who benefited from the
abolishment of the Trade-Related Investment Measure (TRIM) and the phasing
out of tariffs regarding the SADC Free Trade Agreement.
With a R74 million injection from the Limpopo provincial government, Tshivhase and
Mukumbani tea estates in the Vhembe district of Limpopo Province were resuscitated
from the Sapekoe group. However, according to the latest information, tea production
will be discontinued soon. According to DAFF (2015), about 815 workers are currently
employed by Tshivhase and Mukumbani tea estates. Therefore, there may be merits
for the TLM to facilitate an investigation into the merits of a strategy to revitalise the
estates.
The most significant concern of small-scale producers is their inability to produce and
supply volumes that will justify logistical- and other marketing costs.
Chapter 6 gave an evaluation of the service needs for farmers based on a study which
was conducted by the consultants in the Western Cape but with high relevance to the
THDP. Since there is a large number of service providers involved, a well-coordinated
effort is required with each agency mandated to deliver a specific service on a parallel
basis.
In Chapter 7, the potential development impact of several development alternatives
was demonstrated. The chapter concludes:
•

•

•

•

•

A 1000 ha fruit, nuts and vegetable irrigation development in the Thulamela
region can potentially make a massive contribution to employment and
serve as an injection into the local economy. The estimated development
costs could be about R231 million or R231 000 per ha (excluding the value
of land). Once fully developed, the gross income could be approximately
R114 million per annum. However, the project will only break even within
16 years. During the development phases, it is estimated that around
1846 permanent equivalent jobs could be created based on the
investment multiplier. About R34 million will be paid in taxes to the National
Treasury and approximately R1.2 million in local taxes. Once fully
operational the output multipliers indicate that the project could create
1024 permanent equivalent job opportunities and could contribute
R152 million to the GDP.
Since smallholder farmers will remain a reality in the foreseeable future, the
potential for upgrading a typical smallholder vegetable farm through the
establishment of Agri-parks was demonstrated. The analysis shows that a
0.5 ha farm is probably the minimum farm size that can sustain at least
a minimum wage for an individual farmer.
Similarly, it was demonstrated that a 5 ha macadamia farm, linked to an
Agri-park, can potentially (albeit with a considerable cash flow challenge
in the first 8 years) generate an income which is far above the minimum
wage.
The potential for cut flowers was demonstrated. The conclusion is that it
may be an opportunity for some farmers in the TLM, but the condition is
to find a commercial partner, preferably from the Netherlands.
Finally, the economic multipliers were calculated for a maximum area of
4000 ha of horticultural crops which can be developed on high potential
iv
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land (assuming that the availability of irrigation water will be a significant
restriction). The result indicates that such a development can make a
substantial contribution to create jobs both during the development
phase (about 6 156 jobs) and subsequent phase when the area is in full
production. It is estimated that the gross income (R528 million) per annum
could result in about 4 616 off-farm jobs in the broader economy and could
annually contribute R702 million to the economy.
The proposed Thulamela Horticultural Development Plan (THDP) in Chapter 8 is
based on challenges that were identified during the course of the study. In general,
these problems can be categorised in three key challenges:
•

•

•

Market readiness – defined as the ability of the supply side of the market to
sustainably produce volumes of the right quality at competitive prices which
comply with market demands (time, value, quality, food-safety and other
requirements).
Minimise transaction costs – these include all the costs to get the product
from the supply side to the consumer (cost of obtaining information, transport,
tariffs, handling costs etc.)
Market access – This included all the issues on the demand side (marketing
and promotion, consumer preferences, trade agreements, protocols, price,
etc.)

Four key strategic intervention areas are suggested to develop the THDP and to
address the identified challenges. They are:
1. Marketing support to address market readiness and partially transaction cost
issues.
2. Market access to address the market demand challenges and some of the
transaction costs.
3. Natural resources management in support of both market readiness and
market access.
4. Institutional and human resources development to execute the THDP.
These key strategic intervention areas are supported by several interventions and
actions in the Plan. The four key intervention areas with 16 sub-interventions and
several actions for each are proposed, to achieve the strategic objectives of the THDP.
Implementation of all these interventions to attain the desired sectoral growth
will be a daunting task and not necessarily achievable in the short to medium run.
The THDP should be a living document to be adapted as circumstances change (both
regarding human resources and financial capacity, infrastructure etc.). Although there
are many other risks, 9 key risks have been identified and are of paramount importance
to mitigate and or to prevent an allover inefficient implementation of the THDP. A
detailed implementation and monitoring and evaluation matrix are available in
Appendix I of this Report.
Potential private sector investors in the Horticultural Development of Thulamela could
be:
v
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•
•
•
•
•

Existing successful Agri-park operators (e.g. Nwanedi / Timbali).
Commercial farmers and pack houses already involved in the horticultural
industry in neighbouring Capricorn.
Other mega farmers in South Africa (e.g. ZZ2, Green Farms Nut Company,
Du Toits, Fruit Farm Group South Africa, Southern Fruit, etc.)
Exporters
International investors (Royal Group in Saudi, Univeg, etc.)

The following are key recommendations to be considered:
1. The success of the development plan will depend on the establishment of the
following critical infrastructure:
•

Critical on-farm infrastructure – e.g. machinery, equipment, irrigation, utility
storage and loading facilities

•

Revitalisation of the irrigation schemes

•

Establishment of centralised technical support, training, machinery and
equipment, transport, processing-, packing- and cooling facilities, financial
assistance and market support and access – the Agri-Parks concept1.

2. It was mentioned earlier that the implementation of all the proposed
interventions in the THDP to attain the desired sectoral growth would be a
daunting task. However, there are some "impact-makers" (6 interventions)
which could be addressed which could aid in resolving many of the key
challenges that currently impede the growth of the industry. These six
interventions linked to the intervention areas (please note Intervention area
3 is not priority in the short-term) are:
Intervention area 1: Market readiness
Proposed sub-intervention 1: Market readiness program
Objective: To support farmers to become market ready through an intensive program
which addresses all the gaps between the current level of market readiness and the
desired level of market readiness for identified market access opportunities.
Proposed sub-intervention 2: Technology transfer
Objective: The proposed intervention supports the overall strategic objective of the
horticultural industry in that it should lead to efficient technology transfer, to ensure
sustained horticultural development, growth, competitiveness and profitability.
Proposed sub-intervention 3: Value adding and processing
Objective: Progression towards value adding to the product itself should start by value
adding per ha by increasing production per ha and by improving quality through good
agricultural practices and post-harvest practices. The purpose is to identify bankable
interventions at each level of the value chain within the ambit of value adding (including
processing).

1

Driven by the private sectors (e.g. Timbali, Green Farms Nut Company, ZZ2 and similar).
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Intervention area 2: Market access
Proposed sub-intervention 1: Market development
Objective: The proposed intervention should create sustainable and efficient
mechanisms using proactive actions that will address inefficiencies that exist in the
marketing chain, enhance competitiveness, improve and sustain profitability and
improve the Thulamela horticultural industry’s ability to take advantage of new market
opportunities on the domestic and international frontiers.
Intervention area 4: Institutional and human resources development
Proposed sub-intervention
horticultural industry

1:

Capacity

of

institutions

supporting

the

Objective: To position and capacitate the LDA project management unit (PMU) and
the proposed Thulamela Horticultural Industry Association (THIA) as the key
streamlined efficient government / private sector agency to support a competitive,
sustainable, profitable and prosperous Thulamela horticultural value chain.
Proposed sub-intervention 2: Private sector involvement and out-grower model
Objective: To achieve a prosperous horticultural industry that is supported by all
stakeholders, and within which the government's key role is to create an environment
conducive for rural development and economic growth and where the private sector
is the critical implementation agent to develop an efficient, competitive, sustainable
and profitable horticultural value chain.
Elements of a plan designed to improve Thulamela‘s business environment of
necessity must include, a land reform process, legal methods for forming public-private
partnerships and productive and sustainable ways of engaging qualified strategic
partners in the rehabilitation of dormant or underutilised agribusiness assets. It also
needs to include ways to activate sustainable sources of competitive advantage and
the more strategic application of local governments regulatory authorities. The bottomline is that the Thulamela Municipality should create a business environment
conducive to investment in the horticultural industry. Part of this should be to
develop a strategy to attract younger people as potential farmers. Such an approach
should include not only a succession component to replace the elderly farmers, but
deliberate attempts should be put in place, in consultation with Provincial Department
of Education, to introduce selected agricultural subjects at secondary level. In
addition, incentive packages should be offered to potential farmers such as rebates on
taxes and reduced interest rates on loans for agricultural activities and agro-processing
opportunities.
It is recommended to start with pilot projects on two fronts:
•
•

Attempt to attract investors (mega farmers) for a mega project – say the
development of a 100 ha plus project.
To establish Agri-Parks to commercialise smallholder farmers through cluster
development and some support services to address the challenges.

It is proposed that the Project and Report be viewed as moving through the following
status levels:
vii
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Level 1: As the end product of a project as commissioned by the FPEF / DST
partnership (PHI), without any official status as of yet. This is the current status of the
Report.
Level 2: As a product carrying the approval of FPEF / DST partnership (PHI), but not
yet of the stakeholders. This implies that the Vhembe District Municipality (VDM),
Thulamela Local Municipality (TLM) and the Limpopo Department of Agriculture and
Rural Development (LDARD) attach their approval to the document as a proposed
plan, and to circulate it for comment to all relevant stakeholder bodies. This Level
should also involve tribal authorities and chieftains due to their remarkable
institutional footprint in the area. It is proposed to set a due date for final comments by
stakeholders.
Level 3: As an overall development plan of the Horticultural Industry in Thulamela. At
this stage, further decisions can be taken on implementation, phasing of activities and
arrangements to ensure the best possible implementation process. It is proposed that
stakeholders indicate their acceptance of the document by a certain date (established
by VDM and TLM).
Finally, it is of paramount importance to draft and for all parties to sign a Memorandum
of Understanding (MOU). The MOU must give a clear indication of the roles,
responsibilities and commitment of each of the parties for the implementation of the
THDP. It is also suggested to incorporate the THDP in the VDM Spatial
Development Plan and the revised IDP to ensure ownership and commitment from
local government, in order to give the plan substance.
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1. INTRODUCTION
1.1

Contextualisation

The Thulamela Local Municipality (TLM) which comprises the study area, forms part of the
Vhembe District Municipality (VDM) and is one of 5 districts in the Limpopo province of South
Africa. 2It is the northernmost district of the country and shares its northern border with
Beitbridge district in Matabeleland South, Zimbabwe. The Vhembe district consists of all
territories that were part of the former Venda Bantustan, however, two densely populated
districts of the former Tsonga homeland of Gazankulu, in particular, Hlanganani and
Malamulele were also incorporated into Vhembe, hence the ethnic diversity of the District. The
seat of Vhembe is Thohoyandou, the former Capital of the former Venda Bantustan. According
to the 2001 census, 800 000 of Vhembe residents speak Venda as their mother tongue, while
400 000 speak Tsonga and 27 000 speak Northern Sotho.
The area and surrounding regions have a rich wildlife (bordering on the Kruger National Park
in the east) and cultural heritage. Vhembe was originally settled by now-expired tribes of
Khoisan people. It was later settled by the Venda people (recently migrated from what is now
Matabeleland South in Zimbabwe), who constitute a majority of the population of Vhembe
today. Later, from around 1820 onwards, the Tsonga people started to move into the area
from the south-east and are a majority in the whole southern and eastern part of Vhembe
today, which is known today as Malamulele (in the east of Vhembe) and Hlanganani (in the
south of Vhembe).The character of the district’s planning domain is predominantly rural and
densely populated, with 51 people per square kilometre. On the other hand, Thulamela Local
Municipality shares the most significant number of the population at nearly 49%. Venda and
Tsonga are the dominant languages spoken in the district.
It is of paramount importance to unlock the development potential in all the rural areas of South
Africa to ensure a prosperous rural, provincial and national economy. The Thulamela region
is no exception. Agriculture is traditionally the backbone of the local economy. However, many
of the residents have not been able to unlock the agricultural potential of the area fully. The
reasons for this are:
•

•

•

2

Tradition - most of the economic activities (subsistence and livestock) are steeped in
historical tradition. Although these have worked well for a long time, the economic and
marketing environments have changed, and it is time to start thinking laterally.
Land reform - several rural communities have been battling to unlock the potential of their
available resources. In many cases, they try to follow traditional economic activities (the
author does not imply that there should be no traditional activities). However, a holistic
planning approach should rather be followed to ensure that these communities share in
all the available opportunities.
A lack of knowledge. This includes a lack of technical know-how and the economic
feasibility of potential economic activities.

Wikipedia: Vhembe District Municipality 07/11/2016.
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1.2

Problem statement

A diagnostic overview of farming activities in the TLM by PHI personnel resulted in the
following preliminary conclusions:
•

A large number of small-scale farming enterprises are mostly individually operated.

•

The principal horticultural products produced are Citrus, Subtropical crops, Tea and
Vegetables.

•

The farmers experience enormous challenges due to the uncoordinated approach to
agricultural development in the region.

•

Only a few of the farmers produce for export or formal, municipal markets and it is unlikely
that many will be in a position to do so in the near future.

•

Given the lack of infrastructure, other resources and knowledge of food safety issues, the
local market currently being served is under threat of incorrect application of chemicals
resulting in health/safety concerns for consumers.

•

Farmers cited their major challenges as being the lack of local markets, lack of cold-stores,
lack of pack houses and lack of assistance with primary agricultural-, logistics- and
business skills.

1.3

Objective of the study

The purpose of this project is to compile a Horticultural Development Plan (focusing on the
fruit, flower and vegetables) for the Thulamela Local Municipality. This is done as an attempt
to provide a scientific foundation for determining the qualitative and quantitative development
needs of the range of farmers/farming communities and agricultural pre– and postharvest
service providers. The Plan should be supported by well-founded analysis of current and future
environmental, human and natural resource factors and should include recommendations
regarding prioritised action plans and development/investment opportunities. The
Development Plan should be comprehensive enough to enable key government stakeholders
and other stakeholders, at various levels, to prioritise and quantify potential resource allocation
from relevant sources to implement the Plan. Due to the horticultural focus of the PHI
programme, livestock, grains and other agricultural enterprises were not included in this
project. It is not implied that they could not be successful, but that they fell outside the scope
of this study.

1.4

Project conceptualisation

The diagram in Figure 1.1 below illustrates the general approach to be adopted to unlock
horticultural opportunities. It should be clear that agricultural production should follow market
demand or requirements, and not the other way around. Although some small-scale farmers
in TLM already produce agricultural products, this produce is not necessarily what the market
wants. It is, therefore, necessary to do a market and value chain analysis to identify the
horticultural opportunities for small-scale farmers (commercially orientated).
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Figure 1.1: Approach to unlock horticultural opportunities in the TLM region
It is important to note that there are three necessary components to any agricultural market
(in fact for most commodity markets). These include:
•
•
•

The supply side
Transaction costs
The demand side

It would, therefore, be appropriate for the design of a development plan for Thulamela to
consider all these elements to ensure efficient market access for small-scale commercial
farmers. The previous diagram provides a condensed summary of the concept of market
access. The entire supply chain is driven by what the market wants. The link between the
demand side (market) and the supply side (farms) are transaction costs. If transaction costs
are too high, they erode away the advantages of trade and therefore become a barrier for
market mechanisms to work efficiently.
A significant barrier to markets is also when there are restrictions on the supply side that lead
to failure on the part of producers to be ready to access the opportunities provided by the
market. These barriers are listed in the diagram under Agricultural product supplies. It should
be evident that if these issues are not addressed, it will be impossible to produce products
sustainably and, subsequently, to access the market.
It should be clear from the diagram that it is convenient from a practical point of view to address
the agricultural development plan on three levels, i.e.:
•
•
•

Market readiness (mainly agricultural products supply and transaction costs).
Activities or actions to reduce transaction costs.
Market access (demand by markets).

This does not mean that these elements should be placed in “boxes” and be addressed
entirely independently from each other. It is axiomatic that everything on the production side
should be directed at satisfying consumers on the agricultural products demand side.
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It will be necessary to formulate a comprehensive strategy to facilitate stakeholder
identification (private sector actors in the value chain as well as public sector entities),
extensive engagement and interaction, determination of present and future potential for
collaborative frameworks to be established (between primary producers and secondary
processors), amongst others. The emphasis in developing the Plan should be focused on
pragmatism and plausible implementation rather than presenting an academic dissertation.
Furthermore, innovative solutions should be explored to improve the efficiency of the Plan.

1.5

Project approach, design and methodology

1.5.1

General approach and methodologies to be used

The following key methodologies were used to enable the research team to produce the
deliverables as indicated in the TOR.
•
•
•
•
•

Participative action research
Comparative versus competitive advantage analysis
Productivity versus opportunity GAP analysis
Total Value Chain Analysis
Value chain development strategy formulation methodology

Each of these is briefly discussed in Appendix A.
1.5.2

Research design and methodology

The key objective of the development of any horticultural development plan is to ensure that
it should be in support of the economic, financial, technical, institutional and environmental
feasibility of such a development. The Project has therefore been subdivided into 10 Phases:
•
•
•
•
•
•
•
•
•
•

1.6

Phase 1: Organising the effort and resource allocation
Phase 2: Status Report on Current Agricultural Developments and Services
Phase 3: Environmental Analysis
Phase 4: Market Analysis
Phase 5: Value Chain Analysis
Phase 6: Overview of the Demography and Socio-economic Status of the Project Area
Phase 7: Overview of Stakeholders Involved in the Agriculture of TLM
Phase 8: Development of the Thulamela Horticultural Development Plan
Phase 9: Integrated reporting
Phase 10: Dissemination of the Report

Chapter outlay of the Report

The study is primarily concerned with the development of a Thulamela Horticultural
Development Plan. The current chapter is followed by an overview of the demography and
socio-economic status of the project area, and issues highlighted for consideration in the
horticultural development plan.
Chapter 3 is a status quo analysis, which deals with National – and provincial government
development plans. It also deals with climatic conditions and climate change, current soil
utilization patterns and soil revitalization programmes, environmental issues, water utilization,
existing water rights and specific water regulations to adhere to, public and private sector
organizations that should be involved, overview of the current agricultural environment,
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services infrastructure related to primary agriculture, human resources-related issues, water
rights and different types of water users associations, support services required by farmers to
ensure their long-term sustainability, specific challenges, risks and opportunities facing
agriculture development and logistical requirements, swot analysis of the horticultural and
infrastructural components and the spatial mapping.
Chapter 4 presents an overview of environmental issues, followed by a market analysis in
Chapter 5 including the use of a multi-criteria framework to identify the most promising crops
and value chains.
Chapter 6 is an overview of stakeholders Involved in agriculture in the region. Chapter 7 deals
with the scenarios to illustrate the potential development impact of horticultural development.
In Chapter 8 the proposed Thulamela Horticultural Development Plan is presented.
The final chapter consists of a summary and conclusions, recommendations and policy
implications.
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2. OVERVIEW OF THE DEMOGRAPHY AND SOCIO-ECONOMIC STATUS
OF THE PROJECT AREA
2.1

Introduction

The purpose of this overview is to provide a brief perspective of the dominant demographic
and socio-economic characteristics of the Thulamela Local Municipality (TLM), as specified in
the tender document, to identify possible issues to be taken into account that possibly may be
influential in the development of the proposed agricultural plan for the area. The boundary
changes that came into effect in August 2016 following the outcome of the 2016 municipal
elections made it impossible to directly compare, and to identify a continuum of demographic
and socio-economic trends over the different census periods. Where available, information
was used based on the new municipal boundaries for Thulamela Local Municipality while in
other cases, due to budget constraints to get access to more recent data, it was necessary to
rely on either the 2016 old boundaries or more detailed 2011 census data breakdowns.
A number of methods were employed to compile this demographic and socio-economic
overview of the Thulamela Local Municipality (TLM), namely:
•
•
•

Literature reviews of official Reports at Provincial, Regional/District and Local level;
Field observations conducted during February and March 2017; and
Intensive interviews and interaction with knowledgeable people within the region,
including recommended officials from relevant Government Departments at Local,
Regional and Provincial levels and development agencies such as Local Economic
Development Agency (LEDA), as well residents from random selected rural villages.

The detailed overview is available in Appendix G: Socio-economics overview. The objective
of this chapter is to give a condensed summary of the dominant socio-economic factors to
consider in the compilation of the Thulamela Horticultural Development Plan.
At present, there are 6 Departments responsible for the day to day operational matters of the
Municipality, the implementation of Council decisions, as well as providing technical support
and advice to the Council. During interviews, it was confirmed that the relationships of TLM
with VDM as well as with Provincial Departments situated in Polokwane, are cordial and cooperative. Of particular importance for the proposed horticultural development plan, are the
respective Local Economic Development Directorates within TLM and VDM respectively which
as one of their strategic thrusts in order to achieve the objectives of job creation, economic
diversification and linkages, is to be supportive of any agricultural value chain development
and integration.

2.2

Demographic profile

2.2.1

Introduction

The Limpopo Province is the least urbanised province in South Africa, viz. 11% in 2011.
Compared to the 13.8% of the Vhembe District, TLM registered an urbanisation level of 14.6%
and thereby clearly signifies the predominantly rural character of the municipal area with the
major pockets of rural-urban concentration in and around Thohoyandou, the administrative
centre.
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What is also significant is the female/male composition of the population structure, not only
within TLM but also within the other municipal areas. This illustrates the preference towards
female heads of household (50.4% compared to 52.2% in 2011) due to the absence of men
employed or in search of employment opportunities outside the Region.
2.2.2

Population Growth Trends

According to Stats SA Census 2011, the population of TLM, based on the pre-2016
boundaries, has increased from 580 829 in 2001 to approximately 618 462 in 2011. The most
recent Stats SA Census 2016 figures, based on the revised 2016 boundaries, revealed
however that the population only increased from 459 987 in 2011 to 497 237 in 2016. This
represents an annual growth rate of 1.77% compared to 0.79% for the Vhembe District for the
same period.
2.2.3

Age Structure

The population trend towards a young age structure (younger than 15 years of age primarily
due to natural population increase) and the presence of people 60 years and older as these
two groups contributes to more than 41% of the total population. The exclusion of parts of TLM
has had a profound effect on the age structure composite, as 44% of people within the newly
established LIM 345 Municipality are within these age groups. Of significance for the present
project, however, is that TLM still carries a significant percentage of economically active
people (both men and women) who can become part of any economic activity or planned
initiative provided that they are in possession of the necessary skills base and relevant
experience.
2.2.4

Broad Spatial Population Dynamics

At the level of the Region as a whole and TLM in particular, three distinct population dynamics
are observable. The first is the continued high rate of natural population increase as reflected
in the percentage of people under the age of 15 years old. This creates a continuous demand
not only for land for settlement but more so a growing demand for social infrastructure services
and social capital to sustain a certain level of community life. Households in TLM, in the second
place, are exposed to the ongoing out-migration to areas outside the Region and Province,
and in particular to the major metropolitan areas and larger cities and towns. This process
primarily, although by no means exclusively, affects mostly men of an economically active
age. Moreover, the process remains highly oscillating: people who leave the area to earn cash
incomes in the cities, view the move as only temporary and frequently return on an annual
basis.
The third dynamic is in-migration. People are returning to the area, particularly from areas
outside Limpopo. A common observation which emerged from discussions is that this
tendency has increased since 2011, particularly due to large-scale retrenchments within the
mining and manufacturing sectors as well as ongoing political unrest within the more
prominent metropolitan areas. Stakeholders did express their concern for the continuing trend
of in-migration of foreigners, mainly Zimbabweans, into the area and thereby displacing locals
from possible employment.
2.2.5

Number of Households and Trends

According to Census 2016, the number of households in TLM were 130 320, compared to
116 509 in 2011 (Statistics South Africa: 2016 Community Survey.) This reveals that in spite
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of households now being part of the LIM 345 Municipality, TLM still has experienced a definite
increase in the number of households to the area.

2.3

Spatially entrenched settlement system

2.3.1

Dynamic Spatial Settlement System

The socio-economic conditions and dominant settlement pattern are to a large extent aligned
with the bio-physical environment spanning the area of Thulamela. Over time, most of the
people tend to settle more towards the western parts due to better livelihood opportunities
offered by the better rainfall and biomass as well as improved access to main routes such as
R523 and R524 in settlements such as Thohoyandou and Khalavha. These areas’ first
agricultural resource base has either largely disappeared or is fragmented with a higher
propensity towards more ‘urban’ like gearing services such as administration, recreation,
institutional and finance.
2.3.2

Internal Spatial Dynamics

In addition to broader National, Provincial and Regional dynamic, a number of more localised
processes were observed, which collectively could be detrimental factors influencing the
successful roll-out of an agricultural development plan. These are briefly discussed in the
sections below.
2.3.2.1 Rural Intensification
On balance, and in absolute terms, it seems as if a combination of natural increase and inmigration is outstripping out-migration as the intensity of rural settlement formation is
increasing. As such, the consequences of this competition for access to arable land and
natural resources, may be detrimental in the compilation of the proposed horticultural
development plan.
2.3.2.2

Drift to the Towns/Urban Conurbations

Although difficult to quantify, in the case of Thulamela households, an active element of
localisation still exists: people move to bigger towns such as Louis Trichardt/Makhado and
Thohoyandou nearest to them to retain close ties with relatives and their home base.
2.3.2.3 Drift to the Major Roads
A more subtle, but also an important dynamic seems to be a process of internal relocation to
roadside settlements along the major roads to and from Thohoyandou in particular. Regional
road arterials such as R523, R524 and R81 seem to play a vital role in rural life as there are
considerable economic and social advantages residing in settlements adjacent to secondary
roads.
2.3.3

Conclusion on settlement system

The outcome of this spatially distorted settlement pattern is twofold. Firstly, the settlement
pattern seems not to be integrated with the economic base and consequently does not
generate the required economic opportunities, including the much-needed agricultural
opportunities. Secondly, the fragmented settlement system is highly insufficient regarding the
provision of the necessary utility and social infrastructure. Settlements keep operating as
relatively discrete and isolated pockets with insufficient support or sharing of facilities from one
settlement to another. The challenge with the current settlement pattern is the potential it has
8
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to compromise the ecological systems within the area which, in turn, will compromise the
existing socio-economic resources. Collectively, it creates more difficult living conditions and
challenges to any planned economic development initiatives and activities (VDM: Spatial
Development Framework, Vol.2, 2015, p.18).

2.4

Current land ownership and land tenure

In the case of TLM, most of the land area is still under tribal authority which remains a
significant obstacle towards improved land management and administration. As such, the
ambiguity and contest around the developmental role of traditional authorities should be
acknowledged in any attempt to compile an integrated horticultural development plan.
The lack of controlled land use and administration, especially within the villages under tribal
authority are increasingly causing seriously high-intensity erosion hazards and as such, put
further strain on the existing sloping pasture land and areas with potential soil conditions for
agricultural activity.
2.4.1

Land Ownership

Information gathered revealed that virtually all of the land, possibly only excluding the
mountainous northern parts of TLM which is proclaimed state-owned land, is still under tribal
ownership. Approximately 90% of the total municipal area is under the tribal authority of one
of the 13 tribal chiefs or headmen while 6% is exclusively owned by the State (i.e. leasehold).
The remaining 4% is still privately owned (i.e. freehold).
A large proportion of land, and mainly within the commercial land farming areas surrounding
the traditional authority areas, is still subject to a time-consuming land claim settlement
process which negatively impacts on the planning and development of claimed land surface.
As such, it further complicates any attempt to come up with an integrated horticultural plan to
the benefit of all interested parties.
2.4.2

Land Tenure

As agriculture remains a leading source of rural development within TLM, the present land
tenure system (communal land rights), coupled with strained communication between
Traditional leaders, the municipality and key stakeholders, are posing serious challenges that
hinder development within this sector.
Approximately 102 522 ha is owned and fully paid off in Thulamela. This represents 51.26 %
of the total owned and fully paid off tenure status for Vhembe District as a whole (VDM
Integrated Development Plan 2014/15, p.17).

2.5

Social infrastructure and indicators

2.5.1

Introduction

TLM is serviced by a wide range of community services such as education, health, libraries,
safety and security. However, the dispersed settlement pattern has had a very detrimental
impact on the provision of the said community facilities and infrastructure. In the majority of
the cases, the settlements are too far apart and also too small to reach the economic threshold
required to provide them with proper sustainable facilities and infrastructure.
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2.5.2

Education

Although there was a slight downward trend in Vhembe, TLM is in possession of the highest
number of primary schools, namely 284, in the Vhembe District. This figure correlates
positively with TLM’s population age composition. The number of secondary schools remains
relatively constant over the period. The number of combined schools also remained steady.
Of specific significance for the proposed project status, is that older people are reluctant to
actively participate in ABET programmes to improve their human capital skills.
2.5.3

Poverty

As such, TLM households predominantly are relying on social grants to supplement their
income.
2.5.4

Inequality and Poverty

The Limpopo Provincial Government Provincial Treasury Quarterly Economic Bulletin,
(2016/17) highlighted the need for more sustainable methods to reduce poverty that will not
only exert less pressure on the fiscus, but attempt to address prevailing poverty levels, varying
from labour intensive programmes to supporting rural development community projects that
are labour-absorbing poverty.
In TLM, in spite of a slight improvement in the Poverty Head Count, the Intensity of Poverty
further escalated since 2011. On average, it is higher than those of the Vhembe District and
Limpopo. The Poverty Headcount is also much higher than that of both the Vhembe District
and Limpopo and emphasises the need to address poverty within the municipal area with
dedicated economic initiatives and community-based development projects. The proposed
horticultural development plan must be viewed in this context.
2.5.5

Social Grants

The majority of especially female-headed households are not only trapped within limited space
but entirely dependent on receiving social grants and subsidies as a primary source of income.
In TLM, this was registered at 66.2 % of total income – the second highest following the now
abandoned Mutale Municipality. As expected, the biggest support is for Child Support (53.5%)
and Child Support Beneficiaries (30.2%), followed by Old Age and Disability Grants, 11.2 %
and 2.6% respectively (VDM Integrated Development Framework 2014/15, p.9.).
2.5.6

Human Development Index

Unfortunately, due to lack of access to a reliable source, it was not possible to derive an index
score for TLM. However, because of similar demographic and socio-economic conditions due
to their “common homeland inheritance”, a proxy index of 0.51 is estimated for Thulamela.
This is based on the HDI calculated for Bushbuckridge Local Municipality, Mpumalanga, for a
similar study that PHI initiated in 2014 and in which an index score of 0.53 was derived for
Bushbuckridge (PHI, 2014).
2.5.7

Average Household Income

According to Stats South Africa (2011), approximately 89.7% of households within Vhembe
District earned less than R3200 per month while about 41.7% of individuals did not earn any
income. Less than 1% of individuals earned more than R200 000 per month and in the context
of the overall household income profile, could be classified as high “income earners” residing
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predominantly around Thohoyandou and Makhado/Louis Trichard (Vhembe Spatial
Development Framework, Volume 2, 2015/16. p126.).
2.5.8

Employment

The creation of employment opportunities and poverty alleviation programmes across the
District and in Thulamela specifically are negatively influenced. The primary reasons for this
being the lack of business capacity skills and scarce human capital skills; food insecurity;
inequality and lack in service delivery and amenities due to the past apartheid geography;
transfer of indigenous skills; as well as lack of information sharing about existing and potential
business opportunities.
For TLM in 2016, it was approximately 295 266 (59.38% of the total population based on the
revised 2016 boundary demarcation). This implies that an estimated 127 227 more people
could potentially have been absorbed by the municipal economy. The fact that TLM had an
estimated unofficial unemployment percentage of 43.80% compared to 38.9% for Limpopo
(Statistics South Africa, 2011), is indicative of the lack of sustainable employment
opportunities within the municipal boundaries.

2.6

Physical infrastructure and indicators

A detailed description of the current infrastructure is available in Appendix G. The following
sections are highlights from the impact assessment on the quality of life of the targeted
beneficiaries of the proposed horticultural plan.
2.6.1

Water

It is evident that the majority of households still rely on natural sources of water collection via
boreholes, the harvesting of rainwater or collection from streams and rivers although some
success was achieved to provide tap water inside individual yard dwellings and community
stands.
2.6.2

Sanitation

Severe backlogs still exist in so far as the provision of basic sanitation services is concerned.
The type of toilet facilities by population group of head of household indicates that the majority
of households, especially in villages under tribal authority, still rely on pit latrines with and
without ventilation pipes due to the unplanned nature of those villages. Due to demarcation
changes in August 2016, it was not possible to assess whether any significant progress was
made since 2011 towards the use of flush toilets connected to either a sewerage system or
septic tank system. However, any improvement is due to place household dwellings nearer to
the established rural conurbations as a result of better grid-iron street layouts.
2.6.3

Electricity

Approximately 97% of all households do have access to electricity which can mainly be
ascribed to the dominant role the state-owned utility Eskom is playing in providing electricity
to households, even within some of the more remote villages under tribal authority by means
of prepaid electricity. The performance of Eskom, is complemented by other sources of power
supply, primarily generators and solar panels. The grid is also the main source of energy for
cooking and heating. The insufficient capacity of the power stations to supply the area was
highlighted as the main challenge why not more households are linked to Eskom’s grid.
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2.6.4

Roads

Unfortunately, most of the secondary and rural service roads are not in good condition and
especially during the rainy season, are causing serious trouble for farmers’ attempts to get
their harvested produce to the nearest assembly and distribution points and markets.
2.6.5

Solid Waste Removal

TLM has one licenced landfill at Muledane-Tswinga. Due to TLM’s highly dispersed rural
settlement pattern and character, as well as the costs involved with the collection of solid
waste on a more regular basis, formal solid waste removal, remains at a relatively low level
as most households have a refuse dump. This partly explains why on-site disposal or backyard
burning of waste still appears to be popular and as such, appropriate.

2.7

Economic performance indicators

2.7.1

Regional/District Economic Context

In spite of this deliberate focus over the last decade or two, the Agriculture, Hunting, Forestry
and Fishing sector contribution to the District’s economy remains still surprisingly low as will
become clear in the following subsection.
2.7.2

Economic Profile

Figure 2.1Error! Reference source not found. indicates the contribution of the nine major
economic sectors to the local economy for the inter-census periods 2001, 2006 and 2011. As
is the case at the regional level, General Government Services, Wholesale, Retail Trade, and
Catering; and Financial Services’ sectors appeared to be dominant. Agriculture, Forestry,
Hunting and Fishing contributed surprisingly low percentages of less than 2% over the period.

Figure 2.1: Thulamela Economic Profile (% of total)
Based on fieldwork, personal observations and discussions with relevant officials, this trend
can be explained as, firstly, with the exception of pockets of high-value commercial crop
farming mainly within the Levubu Valley and agricultural estates adjacent to the main R524,
there is not a substantial widespread rural economy to the benefit of the majority of rural
households. For the vast majority, agriculture tends to play a minor role, even at subsistence
level.
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Secondly, the rural economy is still predominantly a cash economy.
In the third place, the purchase of goods and services necessary to meet rural basic needs,
still occur only to a minor degree. Most of the purchasing tends to relate back to better
opportunities and amenities being offered by the larger rural-urban conurbations.
In the fourth place, there remain to be a considerable number of rural households that are not
involved in medium to large scale crop production, despite a large number of households
residing in the tribal authority villages and outlying areas. This is an opportunity cost to the
deprived communities and further jeopardise efforts of sustained food security and an
improved agricultural value chain outcome and integration.
Lastly, only minor adjustments to the local economic outlook are foreseen in the near future.
In spite of its limited contribution, the focus at strategic level tends to have shifted more
towards agriculture and tourism, provided that the required initiatives and large-scale
infrastructure and capacity building support projects are put in place to better utilise the
development opportunities. Comparative advantages of a well-developed and commercially
integrated horticultural development plan may offer to address the existing inequalities and
revert some of the abovementioned trends.

2.8

Environmental sustainability

The majority of the area is classified as arable land with a marginal potential within only the
central-western parts around Thohoyandou and Lwamondo being classified as having
moderate potential. The far eastern parts which border onto the Kruger National Park are
classified as grazing land of moderate to low potential. It becomes evident that the agricultural
potential of the TLM area gradually decreases from the west (which incidentally is also the
higher annual rainfall part) to the east.
The area around Thohoyandou with the highest agricultural potential area is also the areas
experiencing the highest urbanisation pressure. This represents a serious conflict of interest
and demand for the available land.

2.9

Conclusion

Notwithstanding the lack of reliable and comparable 2016 databases on the revised 2016
boundary changes, the demographic and socio-economic overview of the Thulamela
municipal area provide sufficient evidence of the pros and cons to take note of, to attempt to
develop a horticultural plan for the municipal area. A plan whereby not only the majority of the
historically deprived communities should benefit, but also bring about positive changes within
the Vhembe District as a whole.
The TLM population composition portrays a relatively young cohort. No indications were found
that this will drastically change in the near future. Although this may increase the dependency
burden on existing resources, it does carry a demographic dividend provided that sufficient
resources are created for the productive engagement in the labour force. According to a recent
United Nations Report on World Population Prospects (2017), success in this regard requires
investment and initiatives in the human capital of children and youth through sustainable
access to education and healthcare facilities and programmes. A strategy is therefore required
to attract younger people as potential farmers.
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Although Government Services represent the greatest potential for job creation, the
agricultural sector tends to offer the best opportunities for growth. Despite the entrenched
historical trend patterns of agriculture utilisation, as well as racial inequality amongst farmers
that developed over time, agriculture remains the dominant production generating sector for
job creation. Its contribution to the GVA of the area, along with its forward and backward
economic linkages, could create further spin-offs in both the primary and secondary agroeconomy.
Agriculture seems to have a comparative advantage over the other income generating sectors,
and the proposed plan needs to strengthen this foundation further. As such, this justifies the
need identified by the Post–Harvest Innovation Programme for the development of a
horticultural development plan for the Thulamela area.
The overview further attempted to highlight the importance of land and agrarian reform
intervention using the proposed plan, and the critical need to address the prevailing
determinants pertaining to spatial and social inequality and justice within the area. Although
there are signs of improved social capital formation, the area and communities are still caught
up in an irreversible geographical settlement pattern with a clear footprint of the dominant role
that the tribal landowner status and its spatial distribution are playing in the lives of the
communities. Any attempt to come up with a practical and sustainable agricultural plan will
have to overcome this constraint by involving these tribal authorities as co-implementers and
beneficiaries together with the targeted communities and individual emerging farmers.
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3. STATUS QUO ANALYSIS
3.1

Introduction

The purpose of this Chapter is to provide decision-makers with defined background
information on the current state of agricultural affairs in TLM. The project team embarked on
an intensive literature review of existing reports and documents relevant to the project. This
included the TLM master plan, TLM Spatial Development Plan, other National and Provincial
Government Departments’ reports, and any other previous studies conducted in the area by
Subtrop, the ARC, OABS (and its associates) and NGOs etc. Some of the detail in subsequent
sections are provided in the following standalone Appendices:
•
•

Appendix A – THDP Policies Strategy context
Appendix B – THDP Resources

3.2

National – and provincial government development plans

3.2.1

Levels of government

The national and provincial spheres of government have concurrent legislative competence in
accordance with Schedule 4 of the RSA Constitution (Act 108 of 1996). Hence, Parliament
and the Provincial Legislatures of the Republic of South Africa at national and provincial level
have the power to make laws for the country in accordance with Sections 43(a) and 44 of the
Constitution. The National Council of Provinces (NCOP) represents the provinces to ensure
that provincial interests are taken into account in the national legislative process. This is done
by participating in the national legislative process and by providing a national forum for the
public consideration of issues affecting the provinces. Section 43 of the Constitution vests the
legislative authority of the national, provincial and local sphere of government in:
•
•
•

Parliament - i.e. the National Assembly (NA) and the National Council of Provinces
(NCOP)
The nine Provincial Legislatures
The municipal councils.

See Appendix B for more detail. Figure 3.1 provides an overview of the key policies and
strategies within the context of this report.
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Figure 3.1: Overview of the strategic framework for Thulamela agriculture
Essential aspects within the context of this study are discussed in the following sections, and
more detail is provided in Appendix B.
3.2.2

National Development Plan

The National Development Plan aims to eliminate poverty and reduce inequality by 2030.
South Africa can achieve these goals by drawing on the energies of its people, growing an
inclusive economy, building capabilities, enhancing the capacity of the state, and promoting
leadership and partnerships throughout society. Some of the key elements/objectives directed
towards agriculture in the NDP are:
•
•
•

•

A new district-based approach to Land reform as proposed by the South African
National Development Plan, and its financing.
The National Development Plan views agriculture as the primary economic activity in
rural areas with the potential to create close to one million new jobs by 2030.
Increased exports in those areas where South Africa already has endowments and
comparative advantages, such as mining, construction, mid-skill manufacturing,
agriculture and agro-processing, higher education, tourism and business services.
Regional economic integration that will boost economic growth in all countries in
Southern Africa.
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•
•
•

Ensuring access to clean, potable water for everyone and enough water for agriculture
and industry and recognising the trade-offs in the use of water.
Increased investment in new agricultural technologies, research and the development.
Creating 643 000 direct and 326 000 indirect jobs in the agriculture, agro-processing
and related sectors by 2030 based on effective land reform and the growth of irrigated
agriculture and land production, amongst others.

These objectives will have a direct bearing on the way both public and private sector
agricultural services are aligned and directed to achieve the broad goals of the NDP.
3.2.3

The Strategic Agricultural Sector Plan (SASP)

The Strategic Plan for South African Agriculture was published in 2001 (Sector Plan) and
presented a shared perspective from government and industry on strategic issues in the
sector. Strategic goals identified in this plan included enhanced access and participation;
competitiveness and profitability; and sustainable resource management.
3.2.4

Department of Agriculture, Forestry and Fisheries (DAFF) Strategic Plan
2015/2016 to 2019/2020

The Strategic Plan is premised on key government medium-term priorities that are informed
by the National Development Plan (NDP) and the New Growth Path (NGP) and will contribute
towards the strategic priority of stimulating rural development and food security. The following
commodities were identified as having the potential for growth:
•
•
•
•
•
•
•
3.2.5

red meat integrated value chain
poultry integrated value chain
fruit and vegetables
wine
wheat and forestry
aquaculture and small-scale fisheries schemes
biofuels
Limpopo Department of Agriculture and Rural Development

The Limpopo Department of Agriculture and Rural Development has, under the administrative
leadership of the Head of the Department, concluded with the process to develop a blueprint
for service delivery for the next five years. The output of this process is a Strategic Plan that
covers the years from 2015/16 to 2019/2020.
Drawing from the national and provincial mandates, the LDA identified and will focus on the
following key strategic priorities:
•
•
•
•
•
•
•

Increased smallholder agricultural production (crops and livestock).
Development of agro-processing and value addition enterprises.
Sustainable resource management.
Employment creation through upstream and downstream agricultural activities.
Support agribusinesses (agricultural cooperatives and agricultural enterprises) on
finance and market access.
Provide veterinary regulatory services to reduce the impact of Foot and Mouth Disease
(FMD).
Extend and improve skills development and training in the agricultural sector.
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•
•
3.2.6

Coordination of the rural development programme for the integration of the rural areas,
achieve successful infrastructure development, job creation and poverty alleviation.
Good governance.
Vhembe District Municipality

The Vhembe Local Economic Development Strategy (VLEDS) primarily utilises five strategic
thrusts to achieve its objectives of job creation, economic diversification, linkage development
and improved business development. Of specific importance for this study are:
•

•

3.2.7

Agricultural Value Chain Development and Integration (including the diversification and
expansion of agricultural sector production and development of agro-processing
industries). This thrust is in strong support of the Strategic Integrated Project (SIP).
Project 11 is one of the eighteen flagship infrastructure projects as overseen by the
Presidential Infrastructure Coordinating Commission (PICC). The recent establishment
of the Nwanedi Agri-Park in Vhembe provides evidence of the progress by the Vhembe
District Municipality in this regard.
The thrust on Rural Economic Base Development (including the revitalisation of defunctional irrigation schemes and emerging farmer support and skills training
programmes). This study (the THDP) can potentially contribute significantly to make
progress with this strategic thrust.
Thulamela Local Municipality

Sections 84 (1) of the Municipal Structures Act mandates the municipality to formulate an
Integrated Development Plan (IDP). Discussions held with responsible TLM staff members
confirmed the approach echoed in the 2016/17 IDP review that cognisance is to be taken of
the historical agricultural and settlement patterns in any attempts towards land and agrarian
reform. The Review also highlighted the importance to conserve potential agricultural land
against the process of continued sprawling settlements, especially within the urban-rural
interface around Thohoyandou.
With regard to the Thulamela IDP, the key objective is to ensure that agricultural, and
manufacturing worker cooperatives be transformed into commercial user cooperatives to
maximise farmers and contractors profit and jobs creation. This objective is firmly in support
of the two agricultural related thrusts of the Vhembe District Municipality which were discussed
in the previous section.
3.2.8

Other relevant programmes

3.2.8.1 Agri-Parks
According to DRDLR (viewed, 2017),3 an Agri-Park is a networked innovation system of agroproduction, processing, logistics, marketing, training and extension services, located in a
District Municipality. As a network, it enables a market-driven combination and integration of
various agricultural activities and rural transformation services.
In reality, what it envisions is the creation of a comprehensive, centrally planned agricultural
value chain with multiple upward linkages. The idea is to both stimulate production in the areas
3http://www.ruraldevelopment.gov.za/agri-parks/362-agri-parks/1170-agri-parks-read-

more#.WTFMy2iGNPY
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under consideration as well as link their products to agro-processors for the local and export
markets. Specific industries were highly controlled by the Government prior to 1991, however,
due to increasing pressure from consumers, the Government eventually decided to deregulate
the whole industry and to adopt the General Agreement on Trade and Tariffs and Trade
(GATT) in 1996.
One must critically analyse whether a centrally-driven, state-funded approach is the best way
to achieve the sustainable integration that South Africa needs. According to Potatoes SA
(2016), Agri-Parks may be but one element of a broader rural transformation strategy aimed
at addressing this legacy and its consequences. However, any attempt that is not based on
sustainable market principles may be doomed to fail those that it is intended to benefit4.
The reality is that a need exists to promote the growth of a viable intensive smallholder sector
that is integrated into a successful value chain which provides appropriate training, high-quality
support services and timely access to inputs and lucrative markets based on inclusive market
principles5. The way this will be undertaken will, however, be decisive in determining how there
is to be moved forward as an industry.
Thus, reference and promotion in this report of the Agri-Park model are based on the
assumption that all the elements mentioned above are provided by the Agri-Park. The concept
is discussed in detail in Chapter 8 section 8.7.4.3.
The Nwanedi / Timbali Agri-Park is an excellent example of the concept. Following is a brief
description of the concept.
3.2.8.2 The Nwanedi / Timbali Agri-Park concept
The Nwanedi model incubates 150 farmers through a Public Private Partnership between
Timbali (a strategic commercial partner with a similar flower and baby vegetable
production model in Mbombela) with Limpopo Department of Agriculture, SEDA and DAFF
and the National Treasury Jobs Fund. A commercial Agri‐Park was established in 2016
with strong links to markets to address the need for more extensive high‐volume farming
operations, new entrants and productivity challenge to become globally competitive. The
model tips the balance in favour of the start‐up farmer to increase economy of scale. This
Agri‐Park is linked to a potential 12 000 ha through GlobalG.A.P pack houses to niche
markets to create 150 sustainable agri‐enterprises employing 590 permanent and 900
seasonal jobs totalling 1490 jobs by 2019.
The model is based on the key elements of:
Coordination of Production: The objective is aimed at recruiting, planning, establishing
infrastructure, product development and acquiring production loan ﬁnancing whereby
production is coordinated within the cluster to satisfy the market demand.
Extension of the product support chain: This objective is aimed at consistently
delivering a quality product to the marketing through quality control, Global Gap
accreditation, and logistics, marketing and sales.

4

http://www.potatoes.co.za/SiteResources/documents/2017%20Feb%20Agriparks.pdf
This implies that the private sector (e.g. Timbali, Green Farms Nut company, ZZ2 and similar) should
be the preferred implementation agents of Agri-Park’s.
5
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Regulation and coordination of market supply refer to Timbali’s clients consistently
meeting market demand with predictable, high-quality products.
Forming of strategic support alliances and technology packaging – aimed at
developing well informed, globally‐competitive small‐scale farmers through continuous
skills development, training, communication, technology, packaging and accessibility to
information. The characteristics of this model include:
•
•
•
•
•
•
•
•

The farmers are on their own land/or have long‐term land tenure
Timbali is in a full‐time consultation role
Timbali profoundly inﬂuences the progress and adherence to quality standards
Medium infrastructure cost
High return
Higher risk than on‐site agri‐park (mitigated through improved access to market)
High job creation potential
High incubation sustainability through levies paid by the farmers based on the value of
the products marketed

Levies will ensure sustainability of the Agri-Park in the long-run. Each unit will pay a levy
of 5% on their turn‐over to economically sustain the Agri-Park at R3.6 million per annum. Each
Agri‐Park consists of a Business Unit Manager and support staﬀ needed to provide the
integrated support services to maintain the Agri‐Park after the initial 4‐year funding period.
The farmers will continue to supply into local, regional, national, export markets, various
supermarkets and the bakkie trade. The incubation value chain consists of four incremental
stages:
Pre-incubation – Implementing entry criteria through selection and induction processes,
creditworthiness, exposure to industry quality standards and appetite for risk and growth.
Incubation – Implementing a system‐dependent business format by imparting appropriate
business, ﬁnancial and technical skills.
Post-incubation – Facilitate the provision of demand-driven support systems, continued
access to ﬁnancing, viable markets and the continual updating of skills and know‐how.
Coordinated Production that consists of several steps: Situation analysis, planning,
market supply contracts, ﬁnancial cash ﬂow and planning, skills transfer and technology
packaging. A planned growing program will be negotiated to ensure an immediate income
within 6‐8 months after the infrastructure has been established through a crop rotational fund
of R55 000 per farmer.

3.3

Climatic conditions and climate change

3.3.1

Introduction

A detailed description of the climate conditions and climate change is available in Appendix
C: Resources. The following sections are a condensed summary and synopsis of the
implications for the THDP.
The elevation in the region drops from over 1000 metres above sea level on the top of the
mountains to about 500 metres above sea level at the Nandoni dam. This vast difference in
elevation causes a significant variability in microclimates.
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The climate of Thulamela is further greatly influenced by the Soutpansberg Mountains which
lie in an east-west direction as they form a 90-degree angle with the Drakensberg escarpment
which runs in a north to south direction from as far south as Queenstown in the Eastern Cape
Province. To draw broad outlines of the different climate regions the following categories can
be classified (Nell & Van der Walt, 2017):
•

•

•

Cool and moist: The western part of Thulamela which lies at the higher elevations falls
in some of the highest rainfall areas in South Africa with some annual precipitations
higher than 2000mm.
Warm and moist: The southern part of Thulamela that lies next to the Levubu river,
and some valleys within the mountains, lie at elevations dropping from 500 metres to
about 400 metres above sea level, is much warmer, and receives approximately 1000
mm of rain annually.
Warm and dry: The most north-eastern part of Thulamela is much drier, and the climate
is much hotter and lies at an elevation of approximately 400 metres above sea level.
This is also the most eastern point of the Soutpansberg Mountain range.

The Thulamela municipality is classified as a sub-tropical type climate, with the majority of rain
falling in the summer months from October until March.
3.3.2

Thulamela distinct climate areas

Accurate climate statistics for the different regions could not be obtained, and use was
therefore made of databases from different internet and software sources. The climate of four
different areas in Thulamela has been plotted (see Appendix C).
•

•

•

•

Tshivhase Tea Estate: The Tshivhase Tea Estate lies on the Soutpansberg Mountains
near the administrative capital of Thohoyandou. The minimum and maximum
temperatures of the Tshivhase area are on average about 2°C cooler than the lower
lying areas near the Levubu River. The total average rainfall is ±1700mm per annum
with variability between 1000mm in drier years and up to 2500mm in wetter years.
Nandoni Dam: The Nandoni dam is the largest dam in Thulamela, holding 166.2 million
cubic metres of water, and supplies potable and irrigation water to many of the areas
in the Limpopo Province. The climate of the Nandoni dam area is about 2°C on average
warmer than the higher lying areas on top of the Soutpansberg Mountains. The total
average rainfall is ±1200mm per annum with variability between 750mm in drier years
and up to 1500mm in wetter years.
Tshiombo irrigation scheme: The Tshiombo area lies north of Thohoyandou in a very
fertile valley. The total average rainfall is ±1200mm per annum with variability between
750mm in drier years and up to 1500mm in wetter years.
Mutale: The dry climate in the Mutale area is caused by the Soutpansberg Mountain
range that blocks the regular movement of moist air flowing along the Drakensberg
escarpment in a northern direction. Most of the rains that fall in this area come from
moist air that flows in from a north-western direction over Mozambique.
The total average rainfall is ±750mm per annum with variability between 350mm in
drier years and up to 1100mm in wetter years.
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3.3.3

Temperatures

The long-term average maximum temperatures range in January from 340C in the northeast
to 260C in the southwest. The long-term average July minimum temperatures range from 50C
in the west to 120C in the northeast. Climatic conditions in Thulamela, with warm frost-free
winters and summers, are suitable for the production of a wide range of annual and perennial
crops under irrigation (Nell & Van der Walt, 2017). The prevailing wind direction is east to
southeast in both the summer and the winter months. The average wind speed is 11km/h in
the summer and 15km/h in the winter.
3.3.4

The effect of possible climate change during the next four decades.

Climate change is accepted as the rise in global temperatures which affects the long-term
weather patterns by altering processes such as hydrological cycles. The Limpopo region has
already experienced some droughts and floods. Currently, the increase in water stress
resulting from the decrease in rainfall in the region is affecting agricultural yields which affect
food security. Much of the agriculture is rain-fed rather than irrigated therefore the decrease
in rainfall impacts the more impoverished regions more negatively than the commercial
farmers who have access to infrastructure such as dams, canals, irrigation etc.
To know how future climate change will affect the Thulamela District municipality and to
calculate the possible changes that might occur, the software of Meteotest, from a Swiss
company, was used. They have access to 8 325 weather stations around the globe and use
5 geostationary satellites to simulate and calculate through interpolation the current and future
climate data for any position on the globe. The current statistical and mathematical
calculations of the best models vary only by about 0.1°C to 0.2°C on hourly values from directly
measured temperatures.
The general forecast for 2050 for the four climate areas in Thulamela was calculated and a
general warming trend between 1°C and 5°C has been calculated. Plants cannot adapt to
such rapid climate change at the extreme top end of this range.
The general rainfall pattern was also affected by climate change over the next four decades.
Up to 20% less rainfall can occur in the summer and also a total loss of the rainfall that was
common during the winter period.
A summary of the 4 areas plotted shows the following general trends (see Appendix C for
detail):
•

•

Tshivhase area: ( ±1200 metre above mean sea level - amsl)
o Rainfall from 5% to 20% less for the different months.
o The maximum temperature for the different months is
warmer for the different months.
o The minimum temperature for the different months is
warmer for the different months.
Tshiombo and Nandoni areas: (±550 metre amsl)
o Rainfall from 5% to 40% less for the different months.
o The maximum temperature for the different months is
warmer for the different months.
o The minimum temperature for the different months is
warmer for the different months.

between 2°C to 3°C
between 1°C to 2°C

between 3°C to 4°C
between 2°C to 3°C
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•

Mutale area: (± 350 metre amsl)
o Rainfall from 5% to 40% less for the different months.
o The maximum temperature for the different months is between 4°C to 5°C
warmer for the different months.
o The minimum temperature for the different months is between 2°C to 5°C
warmer for the different months.

Musetha (2016)6 conducted a study on “The impact of climate change on agricultural crop
production in the Vhembe District Municipality, Limpopo Province South Africa” Key findings
of the impact of climate change reported by Musetha are:
•
•

•
•

•

•

•

Climate change in the Limpopo Province is raising temperatures, reducing rain and its
timing.
Farmers are thus facing a possible negative impact on crop yields, especially farmers
without advanced technology and good modern agricultural practices. As a
consequence, less food is directly available to the household.
The study highlighted the lack of climate change information, reduction of livestock
production and crop yields of the farmers in the Vhembe District.
The literature studies show climate variability and change adaptation strategies such
as planting different varieties, crop diversification, different planting dates and
shortening of growing periods.
It was concluded during the research that change in climate was already perceived by
farmers in the Vhembe District and the study also presented perceived adaptation
strategies used by farmers in the Vhembe District.
The study concluded that there is a low level of farmers’ awareness about the impact
of climate change on crop production in the Vhembe district. This low level of
awareness translates into a low level of crop production which results in increased
socio-economic problems, low income, increased unemployment, increased crops
diseases and reduced crop yields.
Differential access to credit may be an essential determinant of adaptation given that
a number of adaptations require a significant up-front investment that may have to be
leveraged with credit.

According to the Limpopo Outlook Report. 2014, future climate change predictions will include
the following impacts:
•
•
•
•
•

Decrease in summer rainfall;
Decrease in river flow leading to water shortages;
Increase in evapotranspiration and decrease in soil moisture;
Reduced water levels in boreholes and recharge of groundwater;
Increase in extreme weather patterns such as flooding and droughts.

As a result, on the impacts mentioned above, the following effects will occur in the agricultural
sector:
•

6

Decrease in crop productivity;

http://uir.unisa.ac.za/handle/10500/22068
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•
•
•
•

Decrease in food security;
Increase in temperature will result in increased irrigation needs;
Decrease in soil moisture content;
Increase in disease, pests etc. will affect livestock as well as human livelihoods.

The Thulamela Municipality has been classified according to the Vulnerability Index (based
on climate-related impacts and ability to adapt) as highly vulnerable (Limpopo Outlook Report,
2014). The agricultural sector in particular, according to the most recent Limpopo Vulnerability
Assessment, is extremely vulnerable to climate change. (Limpopo Outlook Report, 2014).
Future agricultural plans should take into account as much of the new technology as possible
such as the use of slow drip irrigation, mulching, alternative crops such as drought-resistant
crops.

3.4

Soils and geology

A detailed overview is provided in Appendix C. The following sections present a condensed
summary of the findings.
3.4.1

Topography and drainage

The change in topography (altitude and relief) gives rise to varied climatic characteristics in
the area. The area is gently undulating with prominent mountains such as the Soutpansberg.
The Thulamela topography is an important aspect when considering the environmental
parameters for agriculture in the region (impact on erosion). The majority of the land with a
more gradual gradient is occupied with a high population concentration while the steeper
mountain slopes are mostly unsuitable for agricultural use due to the high potential for soil
erosion.
Some mountain slopes have been utilised for pine plantations which benefit from the additional
moisture available in the form of fog harvesting. The Thulamela Municipality is well-drained by
dendritic perennial rivers such as the Mutale, Mushindudi, Mutangwi and Tshinane, as well as
the Luvuvhu River. All the rivers empty their water into the Limpopo River, which is also a
border between South Africa and Zimbabwe.
3.4.2

Soil and Geology

The general soil types within the Municipality are sandy soils, silty sands, loamy soils and
clayey soils which are found within the river valley. The soil production potential decreases
from high potential soils in the southwest to relatively poor potential soils in the northeast.
With proper irrigation planning and management, sub-surface drainage and reclamation for
salinity and sodicity are not required for most areas (Nell & Van der Walt, 2017).
The Levubu irrigation area found within Thulamela Local Municipality has one of the highest
agricultural potentials for the production of crops such as avocados, macadamia, mangos,
citrus and paprika. However, high population concentrations pose limits to the production
potential of this area. They occupy high potential agricultural land and place a lot of pressure
on the water resources.
The inclusion of diabase dykes in the Fundudzi Formation has a negative influence on the
movement of water from the higher positions in the landscape to the Levubu River in the south
and Mutali River in the north (Geological Survey, 1986). Deep red well-drained (although the
clay content is high), kaolinitic soils occur in the south-western corner of the Municipality. The
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deeper soils within the mist belt also act as sponge areas, which slowly release water to feed
mountain streams over extended periods. The other soils are mostly subject to varying
degrees of limited soil depth, wetness and waterlogging. The intermittent wetness conditions
have a negative effect on the irrigation suitability of the Thulamela area.
Certain areas have a much higher dryland potential than irrigation potential. The northern and
south-eastern areas of Thulamela have the highest soil suitability for irrigation (Figure 3.2).
The deepest soil occurs in the south-eastern areas and along some rivers. The topsoil clay
content is mostly between 16 and 25%.

Figure 3.2: Soil suitability for irrigation
It is estimated that the maximum area of high suitability for irrigation in the TLM is about 10%
of the Green area or approximately 6000 ha. However, to irrigate 6000 ha, requires nearly 3040 million m3 of irrigation water per annum. It is highly unlikely that it will be possible to supply
irrigation water to the entire area which is highly suitable for irrigation. For this Report, it was
assumed that the maximum potential for development is the existing irrigation schemes of
about 2400 ha and maybe an additional 1600 ha – approximately 4000 ha in total.
3.4.3

Soil utilisation patterns

Figure 3.3 shows the current land use for agriculture in the region. It is clear that forestry is a
major land use activity followed by tea. The area labelled as unknown is for land that appears
to be cultivated with a number of crop rotation crops (maize, vegetables and others).
Commercial orchards are limited to a fairly small area.
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Figure 3.3: Thulamela land use

3.5

Water quality

If the South African Water Quality Guidelines for Agriculture (DWAF, 1993) are used, the water
from the larger rivers is all Class 1 irrigation water. The electrical conductivity is lower than the
threshold value of 40 mS/m (Nell, 2007; Nell & Dreyer, 2010; Nell & Dreyer, 2011 and Nell,
2013). The low salt content should ensure that salt-sensitive crops could be grown, without
yield reduction. The water is not in chemical equilibrium, and it would be corrosive. The water
may necessitate premature replacement of pipes, irrigation canals and other irrigation
equipment. The resistance of concrete to corrosion as a result of the dissolution of lime by
low salinity water can be increased by the use of sound quality concrete. The low SAR (Sodium
Adsorption Ratio) should ensure an adequate infiltration rate for soils sensitive to the formation
of infiltration rate reducing surface seals under conditions of rainfall during the irrigation
season.

3.6

Overview of the current agricultural environment

3.6.1

Introduction

A detailed overview of the current agricultural environment is available in Appendix D. This
Appendix investigates and discusses the current land utilisation patterns in TLM to draft an
existing agriculture production profile of the TLM. It is evident from the baseline data
disseminated that the overall situation appears to be less than favourable regarding the inputs
provided by the groups of respondents representing their specific commodities.
3.6.2

Estimated area (ha) under production

The commodities have been listed with the total hectares recorded based on the sample
interviewed. The top 2 commodities regarding total land area occupied are mangos and
vegetables under irrigation. Avocados and citrus only occupy small areas and are the two
smallest commodities produced by SHFs. The subtropical fruit survey conducted by Subtrop
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was within the old Municipal boundaries and is outdated (there are no recent data available).
However, the data give some indication of the contribution of subtropical crops in the region,
employment provided, - the water sources (mainly dry land), spraying methods and sources
of support (see Table 3.1).
Table 3.1: Thulamela – Summary of Subtropical fruit survey
Employment Profile

Commodity
Avocado
Macadamia
Mango
Litchi
Total

Water Resource

Spray Method

Mechanic
No. of Landholding Permanent Seasonal
Employees Employees Dry Land Irrigation
al
Growers
(ha)

39
63
37
51
190

269
171
344
349.2
1133.2

39
315
37
36
427

1260
111
154
1525

39
55
37
48
179

0
8
0
3
11

Support

Hand
Spray

39
0
0
3
42

Strategic
Mentorship Partner

34
15
0
26
75

5
0
0
0
5

Study
Group

0
0
0
0
0

Extension

28
23
51

63
37
51
151

Source: Subtrop, 2012
Similarly, a survey conducted in 2008 by Envirogis (no recent data available) also indicates
the crop combinations grown in the region (unfortunately old Municipal borders) presenting
6 173 ha of farm area on 28 farms. The study suggested that the majority of the land was used
for grazing and fodder followed by sub-tropical crops and vegetables (see Table 3.2).
Table 3.2: Thulamela estimated land use (2008)
Total Farm Area
Farm Name
Botsoleni
Dimani
Dovheni
Graham
Hlaluku
Josefa
Khakhanwa
Khanyi
Lambani-A
Lambani-B
Lambani-C
Mafanele
Makumeke
Malwela
Mangondi
Mokovha
Mushiri
Nthlamu
Old Sisal
Roodhuis
Rotovha
Shivirikani
Tambaulate_A
Tambaulate_B
Thondoni
Tshatumbu
Tsutsumani
Xibangwa
Total
Commodity Breakdown

Total Farm
Area
63.54
257.60
212.73
780.35
308.02
634.00
711.47
292.52
20.28
74.70
256.22
51.74
361.11
18.94
392.62
200.15
206.54
161.49
61.36
137.62
121.32
57.65
24.14
194.46
15.58
22.02
337.50
197.97
6 173.64
100.00%

Available to Agriculture
Total
56.88
243.98
191.22
707.50
283.05
529.85
585.37
234.25
16.29
73.47
243.16
51.69
306.60
17.52
357.86
167.22
148.71
134.15
61.36
128.55
109.33
49.58
20.09
167.01
13.67
21.75
319.86
188.41
5 428.38

Grazing /
Fodder
56.88
243.98
122.29
571.81
167.49
364.55
458.59
175.23
8.13
44.21
179.55
30.43
213.33
11.69
191.24
79.12
47.78
74.65
72.38
109.33
22.23
20.09
153.12
13.67
280.97
98.72
3 811.46
61.74%

Sub-Tropical
Fruit
20.97
97.65
100.77
83.60
126.78
41.37
13.53
21.26
57.36
5.83
155.51
49.70
56.04
59.50
61.36
49.64
6.29
11.61
78.49
1 097.26
17.77%

Vegetables
47.96
38.04
14.79
81.70
17.65
8.16
15.73
63.61
35.91
11.11
38.40
44.89
6.53
21.06
2.28
21.75
38.89
11.20
519.66
8.42%

Conservation
6.66
13.62
21.51
72.85
24.97
104.15
126.10
58.27
3.99
1.23
13.06
0.05
54.51
1.42
34.76
32.93
57.83
27.34
9.07
11.99
8.07
4.05
27.45
1.91
0.27
17.64
9.56
745.26
12.07%

Source: Envirogis (2008)7.

7

Envirogis, 2008. Land Cover, Land Use, Soil, Climate and Terrain Morphology Classification and
Evaluation - Nandoni Agricultural Corridor – for Department of Agriculture Limpopo Province
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3.6.3

Aggregated age distribution of crops/orchards

The citrus and mango orchards (mainly dry land) are amongst the oldest orchards at about 25
and 26 years respectively. The aggregated age of the banana plantations is nearly 10 years.
The average age of all commodity orchards/plantations sampled stand at around 18.2 years
indicating that all fruit trees are in full-bearing or full production.
3.6.4

Previously cultivated land currently abandoned

None of the samples of respondents interviewed indicated any abandonment of previously
productive lands. This affirms that productive land is at a premium and is optimally utilised by
the horticultural smallholder farmers to a large extent. The majority of the farmers rely on the
ubiquitous Permission to Occupy (PTOs) old order rights which have been procured from local
tribal chieftains who hold sway over communal land in the area. The demand for access to
land is very high, and it is understood that any productive land not utilised will be re-allocated
to SHFs who can work the land for its economic benefit.
3.6.5

Irrigation water utilisation and challenges

Apart from the respondents from the irrigation scheme involved in the vegetable production
who participated in the survey, not any of the subtropical fruit small-scale producers rely on
irrigated production, other than the banana producers’ commodity group who advised that
LDARD has made available 100 ha irrigation scheme water. All the other fruit commodity
groups practise dryland production methods and or sub-optimal irrigation, e.g. rainfall run-off,
bore-holes and sometimes rivers. It is uncertain if the smallholder farmers are even aware that
their agricultural production activities are deemed to be a stream-flow reduction activity
(SFRA) by the Department of Water Affairs and Sanitation (DWAS) and that an appropriate
water-use license is required. This is part of the statutory compliance deficit which applies to
the SHF treatment group in the study area. The need for institutional guidance and educational
support remains a current constraint and challenge affecting SHFs.
The vegetable producers using irrigation scheme water are the only respondents who were
able to provide input in respect of the following issues, which are inter-alia:
•
•
•

Water utilisation control measures/procedures: The irrigation scheme respondents
interviewed are entitled to 2 220 ha of water for crop irrigation.
Percentage of allocated water utilised: Approximately 45% of the allocated water is
currently being used.
Allocatable water held in reserve/not allocated – hectares: Based on the above
calculations about 55% or 1 220 ha of water for irrigation is not being utilised by the
respondent group. Cognizance should, however, be taken of the state of disrepair of
the canal infrastructure which has been steadily neglected over the years. This is a
huge cause of concern for the farmers.

The majority of small-scale farmers in the Thulamela Municipality make use of borehole water
as their primary source of irrigation water. Access to irrigation water is fundamental to the
success of any farming operation. According to the National Water Act, Act No. 36 of 1998 all
groundwater abstracted for commercial use should be registered with the Department of Water
Affairs. This is to enable the authorities to monitor the amount of water being used in relation
to the amount of water being abstracted to ensure the aquifers are not depleted which can
have adverse effects on the water quality. The impacts of over-pumping from groundwater
sources can include the following negative consequences:
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•
•
•
•
•
•

Borehole yield reduction
Vegetation stress
Aquifer compaction
Saline water intrusion
Ingress of polluted water
Land subsidence

Detailed information pertaining to the amount of water available and the registered water rights
of farmers in the area have not been made available to the project team and as such,
assumptions have been made in order to quantify the amount of water available for future use.
3.6.6

Revitalisation of irrigations schemes in Thulamela

The revitalisation process started from rehabilitation and later changed to revitalisation.
Rehabilitation was an infrastructure driven style of the intervention of “revitalisation”, which is
much broader-based intervention covering a more extensive range of activities linked to
successful small-scale irrigated agribusiness, which includes enterprise planning, human
capital development, empowerment and access to information, repair and redesign of
infrastructure. (Veldwisch & Denison, 2007).
During the RESIS programme (Revitalisation of Smallholder Irrigation Schemes) in the mid2000, 2 374 ha were revitalised in the Thulamela Local Municipality. The most significant
area, 1270 ha, was at Tshiombo (Table 3.3). It is regrettable that the majority of the irrigation
schemes rehabilitated and revitalised in the Thulamela Local Municipality in the past are today
again dilapidated. The exception to this condition is probably only Matsika; the new banana
project launched earlier this year.
Table 3.3: Irrigation schemes revitalised during the RESIS programme.
Irrigation Scheme
Dopeni
Dzindi
Dzwerani
Kumbe
Lambani
Malavumwe
Matsika
Maurara
Palmaryville
Phaswana
Rambuda
Tshaual
Tshiombo
Total
Median

Number of
Farmers
132
105
100
107
84
25
47
29
68
16
103
9
840
1665
84

Farmers
%
7.9
6.3
6.0
6.4
5.1
1.5
2.8
1.7
4.1
1.0
6.2
0.5
50.5

Ha
170
137
25
145
56
26
102
37
92
120
103
90
1270
2373
102

Ha
%
7.2
5.8
1.1
6.1
2.4
1.1
4.3
1.6
3.9
5.1
4.3
3.8
53.5

Source: Van Averbeke (2006)
Small-scale irrigation schemes contribute a major share of income to the rural poor who
engaged in farming (Bembridge, 2000). When GEAR (Growth, Employment and
Redistribution) superseded the RDP as the overall economic development policy of South
Africa, the strategy to eradicate poverty changed from funding community-based projects to
pursuing economic growth through private sector development. Existing irrigation schemes
were identified as essential resources for economic development, but they required
revitalisation first. See Appendix C: Resources for more detail.
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3.6.7

Irrigation requirements

Some of the crops proposed by the Project Team are used to illustrate the gross irrigation
requirement for these crops. The estimated gross water requirements for selected crops are
presented in Table 3.4.
Table 3.4: Water requirement for selected crops in the Thulamela region
Gross Irrigation Requirement (m³ per ha)

Crop
Bananas
Citrus
Litchi
Macadamia
Mango
Vegetables
Vegetables

3.6.8

Jan
670
770
780
500
390
770
690

Feb
570
620
540
320
260
600
130

Mar
740
810
730
430
400
850
-

Apr
740
830
830
380
440
670
-

May
840
880
780
700
530
870
-

Jun
800
910
870
520
560
910
-

Jul
760
850
850
840
550
830
-

Aug
750
1 080
1 050
810
690
1 050
-

Sep
860
1 210
1 220
1 080
780
1 230
-

Oct
760
1 130
1 100
850
660
1 110
220

Nov
640
970
910
710
490
940
260

Dec
Total
620 8 750
880 10 940
780 10 440
570 7 710
390 6 140
840 10 670
760 2 060

Other useful information on existing irrigation schemes

The information provided in this section is from a survey which was conducted by the
International Water Management Institute (IWMI)8. Only a condensed summary is provided in
this section. The detail is available in Appendix D.
Table 3.5 describes the 13 existing irrigation schemes (some are not in operation) in the
Thulamela region. It is clear that most of these schemes were established as early as 1948.
The latest was in 1993 which means that the age of the infrastructure is between 69 and 24
years old. The total area at the time was 2 383 ha of which 1 995 ha were irrigated since 3 of
the schemes were not in operation anymore. The land area per farmer was minimal, between
0.25 and 10 ha (max).
Table 3.5: Description of scheme and farmers
Gender
composition

Age composition
Number Scheme Name

Nearest
Town

Year
No. of
Built Farmers
18-30 31-40 41-60

1
2
3
4
5
6
7
8

DOPENI
DZINDI
DZWERANI
KHUMBE / REBANDER
LAMBANI
MALAVUWE
MATSIKA
MURARA

Thohoyandou
Thohoyandou
Thohoyandou
Thohoyandou
Malamulele
Thohoyandou
Thohoyandou
Thohoyandou

1963
1953
1985
1955
1983
1991
1989
1978

132
105
100
107
84
25
47
29

0
0
0
0
0
0
0
0

9
10
11
12
13

PALMARYVILLE
PHASWANA
RAMBUDA
TSHAULU
TSHIOMBO
Total

Thohoyandou
Thohoyandou
Thohoyandou
Thohoyandou
Thohoyandou

1950
1993
1948

68
16
103
9
840
1665

0
0
0
1
85
86

1962

Relative contribution (%) to total number of beneficiaries

5.2%

Above
60

Male

Female

83

49

73
30
5

64
54
20

11

24

115
126

0

4

3

130
133

15

510
529

8.0% 31.8% 7.6%

Irrig. Area
Total area Irrig. Area
per farmer
(ha)
(ha)
(ha)

5

180
137
25
145
56
26
102
37

170
137
25
0
56
0
0
37

1.29
1.30
0.25
0.00
0.67
0.00
0.00
1.28

11
50
5
588
869

5
53
4
252
506

92
120
103
90
1270
2383

92
15
103
90
1270
1995

1.35
0.94
1.00
10.00
1.51
1.20

52.2%

30.4%

Source: IMMI (2017)
All the primary irrigation water sources are from rivers, with only two also irrigating out of
boreholes. All the schemes had registered water use entitlements, except for TSHIOMBO.
IWMI Working Paper 172 (2017) – MAPPING IRRIGATED AREAS IN THE LIMPOPO PROVINCE,
SOUTH AFRICA – Xueliang Cai, James Magidi, Luxon Nhamo and Barbara van Koppen.
8
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The key irrigation technology was flood irrigation followed by sprinkler and only on 2 of
the schemes micro-jets. On six of the schemes water had to be pumped, and on 7 the
water was supplied by gravity. The key energy sources on pumping schemes were
electricity followed by diesel. The peak irrigation requirement is from January to
December.
Erosion was only reported on 2 out of the 13 schemes as a problem, whereas only one
scheme had a salinity problem. Only 2 of the schemes reported soil fertility problems and
only one a waterlogging problem. The majority of the land was used for maize and
vegetable production. The only long-term crops planted with irrigation were bananas,
mangoes and citrus.
In general, the condition of infrastructure or equipment on all the irrigation schemes is
either non-existing or in a poor state of repair.
Most of the farmers on the scheme (more than 50%) are commercially orientated (selling
more than 50% of their crop volumes). All the farmers sell crops in the informal market.
Only about 50% of the schemes also sell crops in the formal markets. It is clear from the
challenges mentioned that there are market failures. Production is not aligned with the
demand for products in the market since most of the participants indicated that the market
is flooded when they harvest. Flooding of the market can also be explained in that many
farmers only have access to the local market which can only absorb limited quantities.
Although the response was inadequate, most of the users of the schemes indicated that
removing the middleman and constructing a local pack house will resolve the problem.
The survey indicated that most of the operational decisions are taken by farmers in
consultation with the extension officer.
Some limiting factors were reported by the farmers on these schemes. The primary
limiting factors are:
•
•
•
•
•
•
•
•
•
3.6.9

Lack of management skills
Lack of equipment
Lack of funding
Lack of irrigation infrastructure
Access to transportation
Poor fencing and security
Lack of water storage capacity
Poor roads
Bad state of repair of both infrastructure and equipment.
Spatial mapping of irrigation schemes

Figure 3.4 presents a spatial distribution of the 13 existing irrigation schemes in the region. A
condensed summary of each of the schemes is presented in Error! Reference source not f
ound.. It is clear that the most extensive scheme is Tshiombo (1 270 ha). From an upgrading
or developmental perspective, it will, therefore, make sense to concentrate on the largest
scheme and when this scheme operates efficiently, to target the others.
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Figure 3.4: Irrigation schemes in Thulamela
The Tshiombo region (includes schemes like Mianzwi, Maraxwe and Mbahela) is 1 270 ha,
and during the RESIS survey, there were 840 farmers (see Figure 3.5).

Figure 3.5: Tshiombo irrigation region
3.6.10 Women and the youth involvement in irrigation agriculture
The farm survey data of the IWMI (2017) was used as a proxy for the contribution of youth
and women to farmers in the Thulamela region. It is clear from Table 3.5 that youth (age 30
years and below) currently only make a 5.2% contribution and between 31 and 40, an 8%
contribution. The majority of farmers (31.8%) falls in the 41-60 category and 7.6% older than
60. It is clear that some intervention is required to attract more youth. Currently (the survey
was in 2016), only 30.4% of the farmers are female. If the objective is to involve more female
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farmers, this will also require a specific intervention. An observation of the authors is that this
is still the case today and a major cause of concern for succession. A Thulamela Horticultural
Development plan must contribute to establishing young farmers and more women.
3.6.11

Area irrigated versus non--‐irrigated area

Apart from the banana commodity group who have indicated that about 100 ha of irrigation
water will be supplied by LDARD, none of the other subtropical small-scale fruit producers rely
on scheme water for irrigation. Without exception, all the other commodity groups rely on
rainfall run-off, boreholes or rivers to irrigate their orchards/plantations. Given the sample
interviewed the aggregate hectares for fruit amounts to 2 792.2 ha of which only 100 ha
(bananas) will be under scheme water irrigation. This constitutes less than 4% of the total
hectares included in the sample. The irrigated vegetable producer group has been excluded
from the figures cited above. The conclusion is therefore that there is a tremendous
opportunity to increase crop quality and yield if reliable irrigation scheme water is
available during critical periods of the biological cycle.
3.6.12 Crop quality parameters
It was mentioned earlier in the report that a lack of irrigation water contributes significantly to
the majority of the fruit produced, being either class 2 or class 3. However, small-scale
producers do not appear overly alarmed by the fruit quality parameters as they primarily sell
to the informal and juice market (citrus). A paradigm shift will be necessary for future
production methods if the smallholder farmers are to be aligned to high-value markets.
Appendix D contains detail of some of the important parameters impacting on access to higher
value markets:
•
•
•

•

Crop (or plant) quality
Quality parameters
Compliance requirements that have become a minimum requirement at entry level
including product standards (quality parameters), process standards and social
standards.
Training and technology transfer to upskill the growers to be able to meet market
demands are of paramount importance and should not be underestimated in the
implementation of the THDP. The level of sophistication required for farmers to service
top-end markets is comprehensive. Small scale farmers will not be in a position to
become exporters overnight. Complying is a process.

3.6.13 Quality of land preparation
The feedback provided from the sample groups provided a mixed response. Some of the
respondents indicated that conventional methods were being applied, while others stated that
they relied on traditional knowledge systems. Hereunder follows inputs received from the
various fruit commodity groups interviewed.
• Mango small-scale producers:
o Soil analysis conducted in some cases, but not all production units.
o Ripping up to a depth of 600 – 900mm.
o Apply fertiliser and chemicals in the correct proportions when required.
o Funding remains an impediment, presumably to hire or acquire the correct implements,
machinery, etc.
• Banana small-scale producers:
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o

•

•

•

•

This group stated that conventional land preparation was being done under strict
supervision, presumably by the mentor appointed by LDARD.
o No inputs provided regarding soil analysis, ripping, application of fertiliser and spraying
programme schedules, etc.
Macadamia nut small-scale producers:
o No attention is given to conventional land preparation methods due to lack of finance
and equipment, amongst others.
Citrus small-scale producers:
o This group responded by stating that land preparation methods were last carried out
by the defunct AGRI-VEN authority before the emergence of the democratic
dispensation in 1994.
Avocado small-scale producers:
o No attention is given to conventional land preparation methods due to lack of finance
and equipment, amongst others.
Irrigated vegetable small-scale producers:
o Only 5% have undertaken any soil analysis of their allocated land.
o The overwhelming majority rely on traditional knowledge systems for production
activities.
o Drainage remains a problem for this group.

It can be concluded that all respondent groups should be audited separately and corrective
actions implemented to ensure that this essential agricultural discipline is adhered to. The
common constraint and challenge appears to be a lack of training and knowledge, lack of
resources, both financial and appropriate assets (machinery, equipment, implements, etc.)
coupled with limited access to production inputs, such as plant material, fertiliser, chemicals,
amongst others.
The successful establishment of any long-term or perennial crop depends mainly on the quality
of land preparation. The purpose of land preparation is to provide the necessary soil conditions
which will enhance the successful establishment of the young offshoots or the tissue culture
plants received from the nursery or the seeds. As far as small-scale producers are concerned,
the assessment is that that due to various shortfalls not all of these elements are executed
meticulously. Therefore, the expected result of successfully established field crops and
orchards are not satisfactory.
3.6.14 Quality of primary infrastructure (irrigation, implements, vehicles, fixed
improvements)
All the respondents in the sample interviewed stated that they are constrained as a result of
not having the correct on-farm infrastructure, such as:
•
•
•
•
•
•
•
•
•

Storage facilities
Machinery and equipment, etc.
Access to transport logistics capacity (require trucks, LDVs, etc.)
Infrastructure vandalised in some instances, e.g. LRAD, SLAG programme farms
Canal systems of irrigation schemes are not maintained by government
Reservoir dams on irrigation schemes and weir needs to be renovated/repaired
Storm-water management system needs to be addressed
Fencing internally and on property perimeter needs to be installed/repaired/upgraded
Access roads (to production units) is non-existent or in need of upgrading.
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The common constraint or challenge which emerged is a lack of access to finance. In this
instance, primarily access to state-sponsored Comprehensive Agricultural Support
Programme (CASP) grant funding.
More detail about the survey results is provided in Appendix D.
3.6.15 Post-harvest technology levels
The overwhelming response was that the postharvest technology levels are inadequate to
meet the needs. This is an area where government-sponsored extension services should play
a role to bridge the gap. As mentioned, the majority of small-scale producers rely on traditional
knowledge systems which are outdated and incongruous with modern agricultural production
methods and best practices.
It is also mentionable that a wide range of state of the art packing- and processing facilities
are available on the neighbouring commercial farms, within short proximity of the TLM borders.
This factor is essential in the design of the proposed Thulamela Horticultural Development
Plan. One will envisage a working relationship between TLM producers and commercial
farmers until such time as the TLM producers can afford and maintain their own facilities.

3.7

Services infrastructure related to primary agriculture

3.7.1

Introduction

Section 3.7 discusses the existing services infrastructure pertaining to fundamental Agriculture
in the Thulamela area and gives a view on possible future infrastructure developments.
Investments in infrastructure provide an opportunity for developing communities to meet the
demands for food. Similarly, it offers small-scale farmers a chance to make a healthy living
from agriculture, if applied in a manner that will enhance sectoral growth. Sufficient roads
between farms, towns and cities are particularly important in enabling farmers to close the
time and distance gap, thereby transforming farming into a business and not just a way of
living. Sufficient infrastructure can link farmers to vital inputs, packing and processing facilities,
while also offering them access to competitive markets where they have the opportunity to sell
produce for a better price than may be available at a local level.
More detail is provided in Appendix D. The sections below provide a summary of the main
findings.
3.7.2

A detailed analysis of the post-harvest value chain

The method of evaluating and assessing the data and the dissemination thereof follows the
explanation applied in the previous sub-section and where applicable a 1 to 3 score or
weighting based on the Lickert Scale has been used (1=unacceptable; 2=acceptable and
3=excellent).
The key focus areas discussed in this section will include capacity, quality and
access to post-harvest control materials, pack houses, processing facilities, general
warehousing, cold storage, transport and communications, amongst others. Once again,
the overwhelming response depicted an unsatisfactory situation. The outcome for the
sample groups is illustrated in the table below.
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Table 3.6: Analysis of Post-Harvest Value-Chain Infrastructure
Focus Area

1.

Response

Analysis of the postharvest value chain in the district :

Mangos

Bananas

Macadamias

Citrus

Avocados

Litchis
Proxy

Irrigated
vegetable
production

Issue: Examine the existing PH VC in terms of capacity and quality, with regard to the following components and provide score ( 1 = unacceptable; 2 = acceptable & 3 = excellent )
1.1.
PHI Control materials
1.2.
Pack-houses
1.3.
Processing facilities
1.4.
General warehousing
1.5.
Cold storage
1.6.
Transport
1.7.
Communications
1.8.
Roads
1.9.
Electricity supply and distribution networks.
1.10. Water supply e.g. reservoirs and distribution networks and control
procedures.
1.11. Communication services (technology - e.g. cellular telephony, internet, etc.)
1.12. Applied technology levels

1
1
1
1
1
1
1
1
1

1
1
1
1
1
1
1
1
1

1
1
1
1
1
1
1
1
1

1
1
1
1
1
1
1
1
1

1
1
1
1
1
1
1
1
1

1
1
1
1
1
1
1
1
1

1
1
1
1
1
1
1
1
1

1

1

1

1

1

1

1

1
1

1
1

1
1

1
1

1
1

1
1

1
1

Some regard post-harvest management strategies as too cumbersome to apply in their
production units coupled with cash flow constraints. In all probability, appropriate education
and guidance appear to be absent.
3.7.3

Road Infrastructure

The total length of provincial roads is 1 065 km in Thulamela, of which, 33.8% are
tarred/paved. The entire length of gravel roads is 704.7 km. The following is a summary of the
dominant destination transport time and distance:
•
•
•
•
•
•

Thohoyandou – Makhado:
Thohoyandou – Johannesburg:
Thohoyandou – Nelspruit:
Thohoyandou – Maputo (Port):
Thohoyandou – Durban (Port):
Thohoyandou – Cape Town:

82 km (1 hour, 20 minutes)
513 km (5 hours, 32 minutes)
386 km (5 hours, 13 minutes)
583 km (8 hours, 9 minutes)
513 km (5 hours, 32 minutes)
1905 km (18 hours, 38 minutes)

All the main tarred roads in the Thulamela area are in good condition – some are under reconstruction while others are regularly refurbished. Gravel roads in the area are, however, a
concern and some are in a depleted state and were highlighted as a constraint to transport
fresh produce, especially during the rainy season. Typical transportation cost moving goods
from TLM (Thohoyandou) to various locations (ports) is illustrated in Table 3.7 and indicates
the high transport costs that are incurred, moving produce from TLM to multiple ports.
Table 3.7: Transportation costs
Thohoyando to
Distance

Transport Cost (Rand)
20 Ton
26 Ton Fridge
Container
20 400
28 080

34 Ton
Tautliner
45 900

Cost/ton pay load(Rand)
20 Ton
26 Ton
34 Ton
Container
Fridge
Tautliner
1 020
1 080
1 350

Nelspruit

386

Johannesburg

513

30 000

40 300

60 520

1 500

1 550

1 780

Maputo (Port)

583

19 800

31 200

61 200

990

1 200

1 800

Durban (Port)

1 067

46 000

70 200

98 600

2 300

2 700

2 900

Cape Town (Port)

1 905

38 100

80 600

105 400

1 905

3 100

3 100

Source: March 2017 Toll Tariffs adjustment

Note: 20 ton refrigerated sea freight container; 26 ton refrigerated road trailer; 34 ton
unrefrigerated road trailer.
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An interesting observation is that it is cheaper to move a 20-ton reefer container from TLM to
Cape Town versus Durban.
3.7.4

Linkages to ports: container - & conventional terminals

The available ports for exporting produce from TLM are either Durban or Maputo for markets
in the Middle - and the Far East, while Cape Town is the port of choice for markets in Europe
or North America. On the Maputo route, produce has to cross the border between South Africa
and Mozambique, which can be problematic and time-consuming. All these harbours can store
and ship containerised – and general freight.
3.7.5

Cold store, food handling or processing facilities

Cold storage and processing are post-harvest initiatives already discussed in section 3.6.15.
At this stage, the TLM area does not have any cold storage facilities to benefit the small scaleand semi-commercial producers, apart from the facilities established on the commercial farms.
3.7.6

Electricity supply and -‐distribution networks

To find accurate information or data on Thulamela Local Municipality seems to be somewhat
impossible due to the demarcation process and proposals of August 2016. The challenges
TLM face in this area regarding sufficient energy supply are:
•
•
•
•
•

Lack of capacity to supply the demand
Insufficient capacity of the power station to supply all areas
Cable theft and illegal connections
Poor project management
The slow rate of construction

According to the data in the Thulamela IDP9, the vast majority of households in Thulamela still
use wood for cooking purposes because the cost of electricity for cooking purposes is too
expensive. Except for a minor number of homes that have private solar panels, solar power is
not used in the Thulamela Municipality Area.

3.8

Human resources-related issues

As before, the same evaluation method has been used to assess and disseminate the data
which follows the explanation provided in the previous sections. Where a zero score appears
in the tables, it is interpreted that the respondent was non-responsive to the issue. The
deliverables or key focus areas are discussed in the following sections.
3.8.1

Assessment of human resources

The overall assessment by the sample groups indicated that there is a lack of skilled/semiskilled labour in the study area. Despite the considerable challenge of unemployment
experienced in the TLM and elsewhere, farming as a career is still considered by many to be
less than enticing, especially amongst the youth.

9

http://www.thulamela.gov.za/docs/idp/IDP%2016-17.pdf
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3.8.2

Current extension support structures

The level of commitment from officials of LDARD is pronounced and regular interactions
appear to be the norm. However, it is debatable whether the needs of the SHFs are addressed
during these sessions. Some commodity groups did complain about the frequency of monthly
farm visits and a degree of apathy on the part of some farm extension officers.
It can be concluded that current extension services are not delivered consistently across all
commodity groups. A huge concern is the number of commodity groups who complained about
the lack of access to CASP grant funding.
3.8.3

Current mentorship support structures

The respondent groups appear to be satisfied with the level of mentorship involvement in their
projects, especially commodity groups such as macadamia nut and citrus producers. This
doesn’t seem to be the case with the irrigation scheme vegetable producers.
The commodity group respondents specifically mentioned crack-out secondary processors
(e.g. Green Farms Nut Company), commodity organisations (such as Citrus Growers
Association, SA Macadamia) and Wesfalia (private sector agribusiness). It is gratifying to see
that private sector agribusinesses are active in the study area and provide value-added
services to the small-scale enterprises in one form or another, most probably technical
production skills.
3.8.4

Farmers/Farming communities’ cooperation levels and structures

The level of cooperation received from neighbouring farmers and communities is regarded as
satisfactory by the treatment group. This resonates with the outcome recorded under section
3.8.3 “Current Mentorship support structures”. Once again, the role of commercial
agribusinesses is being acknowledged for their willingness to collaborate with the treatment
group, in one way or another.
3.8.5

Agricultural training facilities and structures

The respondents have provided a unique set of results which may imply that the role and
function of LDARD to provide technical skills training is inconsistent across the various
commodity groups. For instance, the citrus and avocado producers acknowledged the
technical training interventions offered by private sector role players such as the Citrus
Growers Association and Wesfalia, amongst others. On the other hand, the irrigated vegetable
small-scale producers primarily rely on the University of Venda staff to satisfy their training
needs.

3.9

Public and private sector organisations that should be involved

In 2014 the Western Cape Department of Agriculture (WCDOA) commissioned the consultant
to conduct a study, titled: “A Diagnostic and Design Evaluation of the Service Needs of the
Different Farmer Categories”. This report included a comprehensive list of the existing public
and private sector organisations that should be involved/engaged in the sector. The findings
of WCDOA, 2014 remain relevant and contemporary and serve as a useful guideline
framework for this study identifying the potential service providers that have an essential role
to play. The key role players identified and adapted for the THDP are:
•

National Government Departments – Although there are others as well, only those that
deliver services directly to agriculture are pointed out.
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•
•

•

National Agencies – This category includes government parastatals/agents such as WRC,
the CSIR, ARC, NAMC, PPECB and others.
Provincial Government Departments, local government and agencies – Local and District
Municipalities (Vhembe and Thulamela) and agencies such as the National Youth
Development Agency. The Limpopo Department of Agriculture and Rural Development
(LDARD) and Limpopo Economic Development Agency (LEDA) and many others.
Private sector actors – Huge numbers of service providers involved, in this instance
commodity groups such as SA Subtropical Growers’ Association (Subtrop) and the Citrus
Growers Association (CGA) and their numerous affiliates, must be engaged constructively
to support the study outcomes.

In the diagram below the public and private sector actors are illustrated and how they are
expected to interact with the target groups (see Figure 3.6).

Figure 3.6: Summary of categories of service providers
The list of actors identified is by no means complete, neither should it be restricted to those
mentioned but should also encompass all other institutions that can provide meaningful inputs
to develop/add value to the sector.
3.9.1

Overview of existing private and public organisations operational in TLM

A list of all the individual contact persons representing public and private sector stakeholders
has been compiled and is included in Table 1.12 in Appendix H. The role of the public-sector
agencies cannot be minimised regarding its importance to meet the needs of the small-scale
producers in the TLM. However, the programmes and interventions of the private sector (e.g.
commodity groups, commercial farmers and other agribusinesses) should be highlighted for
the progressive initiatives launched in the area, specifically targeting smallholder farmers. In
the section below a summary of the salient features of such private and public-sector
initiatives/programmes will follow.
Subtrop (and its affiliates, such as SAMAC, etc.)
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Subtrop manages the affairs of the SA Avocado (SAAGA), Litchi (SALGA), Macadamia
(SAMAC) and Mango Growers’ Associations (SAMGA). Subtrop’s primary objectives are to
promote and enable the farming, marketing and distribution of subtropical fruit and nuts and
to provide services to its member associations as required. These services may include10:
•
•
•
•
•
•
•
•
•

Management and administration
Liaison and communication
Provision of market information
Provision of economic information to aid competitiveness
Generic market development
Research coordination
Extension services
Facilitation of market access initiatives
Liaison with government and relevant institutions on issues of importance to the
industry Members Associations

Citrus Growers Association (CGA) – Grower Development Company
The CGA – GDC is a non-profit organisation started in 2016 by the Citrus Growers
Association. The primary objective is to make a significant impact on the transformation of the
citrus industry, through interaction and cooperation with all appropriate stakeholders to
achieve mutually agreed goals. The following programmes/initiatives have been launched:
•
•
•
•

Business management support (management, employment, compliance and services)
Production and technical support (resource utilisation, equipment and machinery,
infrastructure, extension services, mentorships, study groups)
Funding and market access (review business plans, engage with funders in public and
private sector, engage with investors – local and international)
Skills development (holistic approach underpinned by self-reliance, self-determination,
sustainable growth, empowerment, etc.)

Current funding is derived from the 20% statutory levy, but future funding assistance could be
sought from government, development agencies and other appropriate institutions, if
necessary.
National Youth Development Agency (NYDA)
The National Youth Agency or NYDA in partnership with LDARD launched 19 NYDA-funded
and youth-owned co-operatives in Nwanedi Village and Thohoyandou. The Nwanedi Cooperative, which grows butternuts, was formed when 12 different small co-operatives came
together and as a collective, received R494 285 in financial support from NYDA to use towards
transport to the market after harvesting. The funds also contributed towards the costs
associated with electricity, labour, production and the renting of a tractor. The project targeted
small farms operated by 3 or more young people who run from 2 – 15 hectares per farm.

10

https://www.subtrop.co.za/subtrop-services/about-us/
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3.10

Water rights and different types of water users associations

The National Water Act of 1998 (NWA) determines that all irrigation water users had to register
their water uses for the period 1996 -1998. The annual volume of water usage during these
two years determines the property’s lawful water use right, both regarding the Taking of water
and the Storage of water. The registered volumes were entered in a database (the WARMS
database). In the years which followed the registration, a second phase in formalising a user’s
water use right followed. This was named the Validation and Verification (V&V) process, during
which the registered information is checked for correctness. After the V&V process, the water
use of a property is confirmed, and this is the maximum volume which may be lawfully irrigated
annually on the property. The appropriate starting point to investigate the potential of new
irrigation on any property is, therefore, the lawful water use right.
A detailed description of the Water Service Authority and its communication structures is
provided in Appendix D. Included in the description is the bulk supply system layout (dams,
rivers, canals and capacity of bulk supply system and operation and maintenance). Limited
exposure to the existing infrastructure and infield systems indicates that most systems are in
poor condition and not operational.
3.10.1 Existing Schemes
Literature studies and field visits indicated that there are/were quite a significant number of
schemes in Thulamela. The number of plot holders per scheme varies widely (less than 10 to
more than 100), with plot sizes ranging between 0.2 ha and 10 ha. It appears that most of the
schemes are not functional. It will be of paramount importance to prioritise schemes with the
potential to revitalise/upgrade. A prerequisite will be that the scheme will have access to lawful
water use rights, and the condition of existing bulk water supply infrastructure will be a
determining factor. The potential to supply the water under gravity to the plots will also count
in favour of a particular site. The investment required to rehabilitate a specific scheme will vary
widely from scheme to scheme, and detailed field work will be necessary to do these cost
estimates. As a very high-level indication of these costs, a figure of between R50 000 and
R100 000 per ha can be used.
3.10.2 Water utilisation, existing water rights and specific water regulations to
adhere to
The appropriate starting point to investigate the potential of new irrigation on any property is
the lawful water use right. For this study, it is assumed that water use rights will be available
for the irrigation of the scheme/property with a footprint similar to an area irrigated in the past
on the particular scheme/property. With the limited information available and with very rough
GPS coordinates Figure 3.7 presents a broad overview of the water rights, production areas
and water meters.
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Figure 3.7: Existing water rights, production areas and water meters

3.11

Communication services

The reader should also refer to section 3.6.8. Most of the farmers in Thulamela rely on fellow
farmers and their extension officers for production information. During the study, it also
became clear that there is a market failure regarding especially the flow of market information.
Farmers are exploited by the middleman since they do not have ready access to market
information (volumes sold, quality and price per market segment). Mkhwanazi (2009)11
reported that in a move to help small-scale farmers to get their products to big markets, the
government had put a plan into action to open up bigger markets to previously disadvantaged
farmers. This is done through the government's policy of changing the business processes of
the past. In line with the plan, fresh produce markets in bigger cities are lending a helping
hand to small farmers in rural areas. There are about 19 major markets across the country
and most of them have programmes in place to reach out to smaller farmers. With funding
from the government, Thulamela Local Municipality should build a facility to package and
grade products from small local farmers before sending it to the fresh produce markets. This
is an imperative to make sure the products meet the necessary quality standards.
The LDARD extension officers interact with farmers and stakeholders through study groups,
meetings, information days, exposure visits and imbizos.
The agricultural industry in South Africa has a number of websites where information is
available. Some of the sites provide precious information for small-scale farmers.
The communication role of primary –, secondary cooperatives and commodity group
structures, as a source of information and technology transfer, cannot be underestimated.
Based on the fieldwork research conducted involving actual interactions with the limited
sample of the treatment group, anecdotal evidence suggests that most of the smallholder
farmers are institutionally organised into either primary or secondary co-operatives. The

11

http://www.vukuzenzele.gov.za/fresh-produce-markets-helping-hand-small-scale-farmers
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sample group appears to be well organised into 4 distinct subtropical commodity groups. The
primary co-operatives identified are litchis, avocados, mangos and macadamia nuts; each with
its own governance structures which are correctly and legally constituted. The district LDARD
office in Thohoyandou provides a hosting platform to the executive members of the subtropical
commodity groups by making available their facilities for conducting regular meetings which
are usually chaired by a senior official of the department. Other than the typical governance
issues to be discussed, the agenda for these executive meetings may also include
communication sessions, involving the dissemination of the latest research and development
trends, production techniques, intervention programmes, market price data, etc.
In the absence of accurate and contemporary census data, it was difficult to determine whether
or not all the co-operative entities are operational or dormant (non-trading or out of production).
Some may even not be recorded and most probably prefer to operate independently without
any organisational affiliation. A random data count based on the sample of respondents
surveyed, revealed the following information:
•
•
•
•
•
•

Mango commodity group: 60 members, each farming on approximately 35 ha;
Banana commodity group: 125 members of which 100 are female;
Macadamia commodity group: 69 members of which 67 are males;
Citrus commodity group: 45 male members;
Avocado commodity group: 50 male members;
Vegetable production under irrigation (Tshiombo Irrigation Scheme): Assessed to be more
than 780 individual farmers, operating as sole proprietors (without any institutional set-up),
each having been allocated an average of 1.28 ha for production purposes;

The small-scale vegetable producers are the least organised and also least informed of the
sample surveyed. This situation is a reflection of the commercial enterprises in SA, where fruit
commodity groups are highly organised whereas the vegetable sector is largely disorganised.

3.12

Funding availability and utilisation

With the exception of the banana commodity group, all the respondents indicated that access
to funding is a major challenge. The reason why the banana commodity group provided an
acceptable response is due to CASP funding allocated for the development of the 100 ha
irrigation scheme. The rest of the respondents advised that they have never received any
state-sponsored grants. The reasons for the non-availability of CASP via LDARD should be
investigated further in order to arrive at a credible answer. It is a known fact that these
resource-poor and indigent small-scale producers cannot sustain their enterprises without
some form of government grant assistance. None of the respondents could quantify the extent
of their financial contributions made to their enterprises. This can most likely be ascribed to a
lack of proper financial accounting systems or record-keeping which is non-existent in their
businesses.
There are significant constraints on the availability and accessibility of finance which is
essential in contributing to the growth and sustainability of small-scale/subsistence and
commercial agriculture in Limpopo. Horticulture is particularly vulnerable since many of the
industries are capital intensive industries.
Unlike the case in most provinces of South Africa, agricultural land in TLM and the rest of
Limpopo, is generally either communal or government-owned. Access to land is in most cases
through the PTO system. Such land can therefore not be used as collateral in agricultural
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lending. South African commercial banks operating in these regions, therefore, have to change
their financing model. One alternative to traditional financing that is successful in the rest of
Africa is the concept of value chain financing (VCF). This is a financing product that builds on
existing good relationships between value chain participants which include farmers, input
suppliers, processors, traders, exporters and retailers. It reduces the credit risk posed to
commercial banks and lowers the cost of financing to the farmer. But it requires a holistic
approach from a financier (Coleman, 2016).
It should be clear from the background that financing small-scale commercial farmers should
be a key element of the proposed Horticultural Development Plan for Thulamela.

3.13

Specific challenges, risks and opportunities facing horticulture

This section briefly discusses the particular challenges, risks and opportunities facing
horticulture development and logistical requirements in the Thulamela area, based on all the
previous background provided in section 3. It is recognised that the area has vast horticultural
potential and complimentary resources to make a significant contribution towards the National
Development Plan 2030 in the fields of agriculture development, job creation and poverty
alleviation. The following challenges were identified in Thulamela during some field visits:
•

•

•

•

•

•

•
•

The ultimate challenge for the execution of the development plan is to ensure that
farmers receive the support services discussed. History (the past 20+ years) has
shown that vast financial support is only one element for success to establish smallscale commercial farmers (especially irrigation and horticultural farmers).
Inadequate access to cold chain – Most of the products especially vegetables, and
fruits are of high perishability, and without a properly developed cold chain, the
products get spoilt before reaching the markets or being processed. This affects the
quality and therefore failure to comply with international markets
requirements/standards.
Land access – Most of the producers of the horticulture products are subsistence
farmers, who have limited access to land. The small pockets of land among these
farmers are scattered and compete with other high value and food security crops or
set aside for residential development. The soil fertility is deteriorating with limited
application of fertilisers. There is no readily available land for potential investors.
Dependence on rain – The production of horticulture crops like other crops is
dependent on rain-fed agriculture, with only limited areas under irrigation. This affects
the consistency of supply and quality which are vital ingredients in the international
markets.
Inadequate access to agricultural inputs – As indicated the primary production is
still in the hands of subsistence farmers, who depend on nature for production, with no
or insufficient application of improved seed, planting materials and
pesticides/herbicides. This is exacerbated by limited access to credit by the farmers.
Inadequate capacities – There are a number of capacity gaps all along the value
chains. The farmers who are the primary producers have capacity limitations in
production, information and management groups/association. Small-scale processors
do not have the required skills and infrastructures for processing of products including
packaging. Farmers have limited marketing and market development skills.
Pest and diseases.
Difficulty in complying with international markets requirements.
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•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

•
•

Issues of infrastructure and logistics.
Diminished soil fertility is lowering productivity.
Access to agricultural support services such as credit finance, market information
and extension services.
No sustainable export market for horticultural products.
Poor relationship/communication among key stakeholders.
Poor Managerial and organisational skills in the cooperatives.
Lack of sustainable Research and Development framework to address issues in
the sector.
Mobilising decision makers to execute the proposed comprehensive TLM
horticulture Development Plan.
Address land and tenure security – communal land usage patterns.
Raising funding for revitalising the irrigation schemes (13 schemes).
Increasing financing for the establishment of newly identified production areas and
possible irrigation schemes.
The establishment of fruit and vegetable industries on identified production areas
that will also benefit the smaller producers in their small-scale projects.
The development of a poverty alleviation plan for households/small-scale producers
in conjunction with the Thulamela horticultural development plan.
The establishment of cooperation amongst community members for a general buyin into the proposed development plan for each identified area.
The establishment of business models (cooperatives, joint ventures, strategic
partnerships, Agri-Parks) for each identified area.
The establishment of centralised downstream processing-, packing- and cooling
facilities or Agri-parks that will benefit the respective industries and small-scale
producers.
Achievement of market readiness and market access
Creating an enabling environment for the execution of the proposed plan by officials

As far as Risks are concerned, the authors refer to the major issues which will have to be
addressed before implementation of the THDP. Amongst others, these include:
•
•
•
•
•

The general collective acceptance of the proposed plan by all stakeholders
(including the chiefs and tribal authorities) is the key to any success.
A lack of funding for the proposed industries on the identified land.
Insufficient training and capacity building.
Political will and drive to succeed.
The inability to address the existing market failure at medium- and small-scale
producer level.

Opportunities:
The horticulture potential of the TLM area is not in question. Commercial size farming
operations in the area (and adjacent surrounding areas) prove to be very successful for both
black and white farmers. The potential exists to benefit future generations and contribute to
regional welfare through:
• The establishment of stable and vibrant industries from production to processing and
marketing or so-called vertical integration into the various value chains.
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•

•

•

3.14

The establishment of a poverty alleviation programme in conjunction with the more
prominent horticulture development plan that will benefit households and small-scale
producers
The relatively small area of TLM provides opportunities for a centralised processing-,
cooling-and collection point in Thohoyandou (Agri-Parks concept). The establishment
of an Agri-Park must be investigated to unlock opportunities.
Entering into strategic partnerships or joint ventures with commercial producers on the
borders of TLM will create knowledge transfer opportunities and the achievement of
economies of scale at production and processing level.

SWOT analysis
STRENGTHS

•
•
•
•
•
•
•
•
•
•
•

•

•
•
•

Some level of knowledge and experience in
irrigation farming
Government support to grow the
horticultural industry
Potential to produce superior quality
Suitable soils
Suitable climate
Good water quality
Abundant labour (albeit low production
skills)
Access to relatively good main road
infrastructure
Access to electricity
Access to horticultural research capacity
Well-organized SHF commodity groups
nationally: Subtrop, Hortgro, Citrus Growers
Association, SA MAC, etc.) have existing
footprint in TLM with current development
initiatives targeting SHFs
Fairly well-organised producer groups managed via the Department of Agric:
Limpopo
Access to existing water - revitalisation of
old irrigation schemes
Access to excess water – establishment of
new schemes
TLM rich in biodiversity

WEAKNESSES
•
•
•
•
•
•
•
•
•

•
•

•
•
•
•
•
•
•
•
•

OPPORTUNITIES

Lack of technical know-how
Access to technology transfer capacity/ mentorship
Some of the high potential areas for development
are relatively remote and often inaccessible by road
Very little or no irrigation water storage capacity –
on farm /site
Bureaucracy and slow decision-making processes
Lack of investors – need to make it safe and
attractive
High pumping costs at some of the development
sites due to topography
Many old irrigation schemes in a poor state of
repair requiring substantial investment to revitalise
Lack of security of tenure – SHFs unable to
leverage property assets to raise external capital for
development/growth
Urban sprawl remains problematic (human
settlement vs land for agricultural use)
Ineffective government extension services
aggravated by inadequate training and limited
knowledge
Limited access to state-sponsored grant funding
Government programmes lack focus and
coordination to reach indigent SHFs
Unscrupulous speculators often exploit smallholder
farmers
Poor coordination between government agencies,
e.g. TLM, LDARD and other state organs
Absence of political will to make the development
work (can also be a threat)
Market failure, especially at small-scale producer
level
Lack of implementation of environmental legislation
Lack of cooperative governance
Lack of environmental awareness and training
(bottom up and top down)

THREATS
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•

Improve market readiness to access highvalue markets (compliance, competitive
cost structure, marketing network and
efficient logistics, quality and reliability of
supply)
Networking and agreements with key
supporting stakeholders (research,
technical support, commercial agriculture,
PPECB and others)
Revitalisation of “low hanging fruit” –
existing irrigation schemes
Attract LARGE scale investors – locally,
regionally and international – one or two
mega projects (100 ha plus) to be the
catalyst to develop the industry
Increased involvement by commodity
groups – skills transfers and technical
training
Development of healthy growing
commercial fruit and vegetable industries
that will benefit the small-scale producers
as well
Accommodation or incorporation
opportunities of commercial
producers/agribusinesses to join the
proposed developments – we need drivers
(implementation agents) to take the
process forward
Improve institutional arrangements
Environmental awareness and education
Implementation of M&E for new projects
Increase tourism through conservation
(national parks etc.)
Protection of ecologically sensitive areas
through improved urban planning /zoning
Implementation of waste management
plans (solid waste, bulk sewage, WWTW
effluent output monitoring etc.)
Conservation of agricultural resources
(water, soil, land etc.)
Opportunity to make use of better
technology (e.g. slow drip irrigation) and
drought-resistant crops)
Implement climate change adaptation
programmes

•

•
•

•

•

•

•
•
•
•
•
•

•
•

•

3.15

•
•
•
•

•
•
•
•
•
•
•
•
•
•
•
•
•

•

Unstable and volatile political environment
Frequent changes in Ministries hinders continuity /
institutional memory
Decline in economic growth and fiscal pressure
Disinvestments in manufacturing, the severe
drought, and the slowdown of growth in South
Africa – depressed regional, local market for fruit
Risk aversion by businesses to invest.
Global financial slow growth
Drought - inability to secure reliable irrigation water
sources and conveyance systems
Water licenses for the properties still have to be
issued
Lack of well-motivated and committed stakeholders
(implementation agents)
Crime and theft remains a real risk in the area
Decaying off-farm infrastructure (in need of
revitalisation/upgrade)
Concern about the political will to make the
development work (can also be a threat)
Market failure
Climate change
Poaching
Over-use of groundwater resources
Biodiversity loss and habitat fragmentation (through
lack of spatial planning, monitoring, governance
etc.)
Lack of development funds and no defined
government department that can take ownership of
the irrigation schemes

Chapter summary

It should be clear from all the background information that there are substantial socioeconomic challenges in the Thulamela Municipal area. However, the region is endowed
with natural resources in some parts which are conducive to grow high-value horticultural
crops. The key challenges to unlock this opportunity are:
•

•

Land rights/ownership issues – the current permission to occupy (PTO) system is
not conducive to substantial investments as is required for horticultural production,
especially in fixed improvement (immovable).
The PTO system is also a barrier for access to loan financing which is critical in
the production of horticultural crops (high input costs).
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•
•

•
•
•

•

Water rights – there are a number of water rights issues. It was not possible to
establish the exact extent.
Existing irrigation schemes are in an appalling state of disrepair in spite of the
RESIS programme (Revitalization of Smallholder Irrigation Schemes) in the mid2000. Approximately 2 374 ha was revitalised in the Thulamela Local Municipality.
The PTO system contributed to beneficiaries not taking ownership and
responsibility for the maintenance of the schemes – an institutional failure.
Lack of continuous mentorship, training and technical support, in general,
contributed to failures – some market readiness issues.
Lack of market access which can be ascribed mainly to a market failure which is
described in detail in Section 5.2.6.
Uncoordinated efforts to support farmers by a number of government departments
(local, district, provincial, national) and or government parastatals such as the ARC
and non-government organisations (commodity groups such as Subtrop, FPEF
and others).
The key challenge is to develop a Thulamela Horticultural Development Plan or
strategy which must have at its core the key objectives to remove some or most of
these obstacles to ensure sustainable agricultural development in the region.
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4. ENVIRONMENTAL ANALYSIS
4.1

Introduction

A detailed environmental analysis is provided in Appendix E. The following sections are a
summary of the critical elements to consider in the development of the Horticultural
Development Plan.
Thulamela is an region of high rainfall but lacking in bulk infrastructure and access to water;
an area of high agricultural potential marred by poor urban planning; a region high in
biodiversity value and fragmented by tribal allotments of land. Agriculture in this region is
characterised by profitable commercial farms as well as small-scale and subsistence farming,
and this dualism is what has driven the need for a study to develop a horticultural plan which
will assist the livelihoods of those living in these rural areas of South Africa.
Particular emphasis is placed on the following parameters which have been determined to be
of importance to the region:
•
•
•
•
•
•
•
•
•

Water Quality;
Access to Water and Distribution;
Soil Erosion;
Illegal Sand and Clay Mining
Pests and Diseases;
Biodiversity Loss;
Habitat Fragmentation;
Lack of Implementation of Legislation/Governance; and
Waste Management.

4.2

Environmental parameters

4.2.1

Water Quality

According to the Limpopo Outlook Report of 2014, the Limpopo province has the highest risk
of consumption of contaminated drinking water and its ability to store water has been steadily
decreasing. In addition, agricultural water use accounts for 71% of the registered water within
the province’s Water Management Areas. Agriculture also accounts for one of the main
contaminants of water bodies through the use of fertilisers which leads to eutrophication and
ultimately reduces the quality of drinking water.
The Thulamela Municipality is highly dependent on the quality of the groundwater, and the
majority of the dispersed rural communities rely heavily on groundwater resources. The 2014
Outlook Report states that groundwater levels measured at that time were higher in
comparison to historical levels indicating that the groundwater quantity was not under stress
despite the increase in population levels. Levels must be regularly measured to monitor the
status quo.
As the Luvuvhu-Letaba Water Catchment Area which is within the Thulamela Municipality is
mainly in a natural condition, every effort must be undertaken to ensure that any new
developments do not impact the river systems unnecessarily. Modifying the flow regime of a
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surface water resource has negative impacts on aquatic life and ultimately impairs the river
ecosystem.
4.2.2

Access to Water and Distribution

The majority of small-scale farmers in the Thulamela Municipality make use of borehole water
as their primary source of irrigation water. Access to irrigation water is fundamental to the
success of any farming operation. According to the National Water Act, Act No. 36 of 1998, all
groundwater abstracted for commercial use should be registered with the Department of Water
Affairs. This is to enable the authorities to monitor the amount of water used in relation to the
amount of water abstracted to ensure the aquifers are not depleted which can have adverse
effects on the water quality. The impacts of over-pumping from groundwater sources can
include the following negative consequences:
•
•
•
•
•
•

Borehole yield reduction;
Vegetation stress;
Aquifer compaction;
Saline water intrusion;
Ingress of polluted water;
Land subsidence.

Detailed information pertaining to the amount of water available and the registered water rights
of farmers in the area have not been made available to the project team and as such,
assumptions have been made to quantify the amount of water available for future use.
4.2.3

Soil Erosion

Soil erosion has a negative effect on various land uses, viz roads, arable land, housing,
forestry, etc. It also exacerbates floods. The major causes of this condition are improper
control on arable land (ploughing along slopes), deforestation, overgrazing, lack of or poor
stormwater control systems in villages and roads and poor land use management.
Due to the steep slopes, the area is susceptible to erosion, hill deformation and landslides
while the low-lying areas experience flooding during heavy rainfall.
Soil erosion results in a direct loss of soil nutrients through the loss of colloidal matter
(Agrimac, 2005).
4.2.4

Illegal Sand and Clay Mining

While illegal mining is not directly related to the environmental parameters affecting
agriculture, it is an impact affecting the region as a whole and as such, should be brought to
the attention of the provincial authorities due to the future potential impacts on the riverine
systems upon which all agriculture relies.
4.2.5

Pests and Diseases

Fertilisers and pesticides both have definite pros and cons associated with their use. Both
types of chemical tend to increase yields, and thus make a significant difference in food
production, particularly in countries that struggle periodically with famines. On the other hand,
they both can cause water pollution when erosion carries the chemicals off farms along with
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eroded soils after each rainfall. There is also concern by some authorities that pesticides pose
a risk, not only to nontarget animal and plant species but humans as well (Elliotte, 2015)12.
This nonpoint source runoff occurs nationwide, and the nitrogen fertiliser finds its way into
rivers, lakes and the ocean where it causes eutrophication and "dead zones" that kill aquatic
life. Eutrophication is a process whereby nitrogen feeds an algal bloom, but when the shortlived algae die, decomposing bacteria then consume most of the available oxygen, suffocating
aquatic life. Additionally, use of artificial fertilisers in place of animal or “green” manure - cover
crops ploughed into the soil – can eventually deplete soils of organic matter, making them lose
their ability to hold water and subjecting them to erosion.
4.2.6

Biodiversity Loss

It should be noted that the majority of the Thulamela region falls within Ecologically Supported
Areas and it also borders the Kruger National Park. Not only must the importance of ecological
corridors be taken into account but the high levels of biodiversity must also be noted as the
Vhembe Biosphere Reserve falls within the parameters of the Thulamela region. It is believed
that the Soutpansberg is one of the most bio-diverse regions of South Africa and it was out of
the need to conserve this area initially that the need for a greater biosphere reserve arose.
Given the ecological sensitivities of the region, it is advisable that the plans for agriculture
make use of land which has been previously disturbed to reduce the overall impacts of the
activities associated with agriculture. Any new developments will be subjected to the relevant
environmental legislative processes which have time as well as cost implications associated
with them.
4.2.7

Habitat Fragmentation

As previously mentioned, it is advisable that any new agricultural development plans avoid
critical biodiversity areas or areas of ecological sensitivity to prevent further degradation to the
area. In addition, while the need for food security is understood to be of great importance to
the area, the balance between anthropogenic and ecological requirements must be
maintained.
4.2.8

Lack of Implementation of Legislation/Governance

There are a number of legislative frameworks which govern environmental management and
agriculture. The relevant EIA process must be undertaken, to implement and plan for
sustainable development and agriculture, which will ensure that the ecological, economic and
social aspects of the development plan are sustainable. The capacity of the region to provide
water, sewage, electricity etc. for new irrigation schemes/developments are all addressed
through this process. The communities are also required to be involved in the EIA process
whereby their concerns/needs/comments are all integrated into the overall decision-making
process.
It would appear that very few developments have been subjected to the relevant legislative
processes be it environmental, water, waste etc. The authorities must be made aware that the
long-term sustainability of the region is based on legislating the use of their natural resources

12

http://www.livestrong.com/article/139831-the-effects-fertilizers-pesticides/
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and conserving their agricultural resources (soil conservation, water availability, land care
etc.).
4.2.9

Waste Management

According to the Thulamela IDP 2017, there is an Integrated Waste Management Plan as well
as an Environmental Management Plan for the area. It became apparent to the project team
during the site visit that minimal attempts at waste management systems have been
implemented. This is evident through the lack of municipal services in the rural areas in the
form of both refuse collection and bulk sewage infrastructure. At the forefront of this issue is
the lack of urban planning in the region resulting in urban sprawl and overdevelopment without
first addressing the need for essential services.
Seeing as the primary source of water for irrigation purposes in this area is through the
pumping of boreholes, it is imperative that the municipality conducts regular groundwater tests
to ensure that the water quality is suitable for usage and the waste management issue must
be addressed as a priority.

4.3

Environmental recommendations

The project team undertook a week-long field investigation into the Thulamela municipal
region. The field trip in addition to extensive desktop research and informal interviews with
farmers and business owners in the region resulted in the findings of this report which outlines
the constraints, limitations and opportunities facing the successful implementation of an
agricultural development plan within the parameters of the receiving environment. In order to
see this project to fruition, recommendations have been tabulated and should be implemented
in conjunction with and in addition to a horticultural development plan. The detailed
recommendations are available in Appendix E.
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5. MARKET ANALYSIS
5.1

Introduction

Section 5 deals with a comprehensive market analysis to establish the current agriculture
output in the area and national demand and supply factors. Finally, an assessment is
conducted to identify market dynamics, - opportunities (both production - and marketing -) and
infrastructure development constraints. The detailed market analysis is available in . Chapter
5 therefore only reflects on salient features of the market analysis done.

5.2

Market trends: national and international

5.2.1

National consumption

The demand for fresh produce was as follows:
•
•

The demand for fruit and vegetables (excluding potatoes) increased from R14.18
million in 2000 to R55.61 million in 2014 or by 292%.
The demand for potatoes increased with 276% from R4.339 million (2000) to R16.314
million (2014).

Total private consumption of food grew from R106 133 million to R521 133 million over the
period (2000-2014) or 391%, and it will continue showing strong growth due to:
•
•
•

The continuous increase of the middle class – both in population and disposable
income.
General population growth and the associated rise in food demand.
Increase in demand for certain food types from Africa - particularly from South Africa.

The economic growth potential of Africa will open new markets, and it is known that the South
Africans cannot supply the increasing African demand. New large-scale entrants are needed.
The conclusion is that the food market segment will show significant growth in the future. Such
a scenario will benefit any future horticulture production in South Africa.
5.2.2

National supply volumes - and price trends

The Limpopo area (TLM specifically) markets a significant portion of their produce at the
Tshwane and Johannesburg Fresh Produce Markets over and above the produce marketed
through newly established supermarket value chains. The role of municipal fresh produce
markets is important because they provide outlets for any surplus produce over and above
export volumes and national supermarket value chain volumes. As such, the fresh produce
markets play a significant role in the price making decision of the national fresh produce crop.
The supply volumes and price trends at these two markets are a relatively accurate picture of
the national picture, due to the size and position of the two markets – being Gauteng based.
The following can be concluded, considering the identified vegetable basket:
•

Production volume based on unit sales is constant in so far where Tshwane declined
by -1.77% and Johannesburg increased volumes by +1.36%. The assessment is that
supply to fresh produce markets has stagnated. Factors contributing hereto can be the
effect of international- and regional exports and the entry of larger volumes into the
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•

•

5.2.3

supermarket value chains. The effect of sporadic droughts in certain supply areas must
be considered as well.
Units sold: Potatoes are the most prominent seller at 54.4% followed by onions
(17.41%) and tomatoes (12.79%). The other produce include: Cabbage (6.11%),
Butternut (5.25%), Sweet Potatoes (1.92%) and Spinach (1.07%). Green Beans and
Sweet Corn are in low demand at 0.87% and 0.17% respectively.
What is significant is that sales turnover increased by 25.18% (Tshwane) and 26.44%
(Johannesburg) respectively over the period. Average sales price/unit increased by
27.44% (Tshwane) and 24.74% (Johannesburg). The average price/unit increase of
8.70% is moderately above the inflation rate - which can be a demand-driven effect.
Regional fruit trends

The assumption is that Macadamia is earmarked for export, although a portion is sold locally.
These volumes are not traded in the National Fresh Produce markets. The fruit types included
in the basket are:
• Banana – Bananas require ripening facilities to mature them for human consumption.
Therefore, banana is marketed via fresh produce markets (equipped with ripening
facilities) or to entities that are equipped with ripening facilities.
• Litchi – a portion is sold as fresh produce, and a portion is processed.
• Mango - a portion is sold as fresh produce, and a portion is processed.
• Oranges - a significant portion is exported, the class 2 and 3 is sold as fresh produce,
and a portion is processed.
• Avocado - a significant portion is exported, the class 2 and 3 is sold as fresh produce,
and a portion is processed.
• Granadillas - a portion is sold as fresh produce, and a portion is processed.
The following is of importance:
• Banana (61.42%), oranges (24.32%) and avocado (7.18%) are in demand and
represent approximately 93% of the basket, followed by Mango sales in the order of
7%.
• Unit sales: Over the three-year period sales declined by 25.35% (Tshwane) and
28.05% (Johannesburg). Banana and mango sales were the main contributors:
o Banana unit sales declined between 30 – 35%
o Mango unit sales declined by 48.39% in Tshwane
o Avocado unit sales declined by 22.53% (Tshwane) and 16.79%
(Johannesburg) respectively.
The effect of severe droughts cannot be underestimated and might be the main
contributor. The high demand for avocado contributed towards larger volumes being
redirected into lucrative markets, e.g. supermarket value chains.
• Sales turnover increased by 16.02% (Tshwane) and 9.10% (Johannesburg)
respectively over the period. Average sales price/unit increased by 55.41% (Tshwane)
and 51.64% (Johannesburg), which portrays a very positive outlook for certain fruit
types.
5.2.4

International marketing trends

The face of the industry has changed in the past decade, especially as far as fruit exports are
concerned from Southern Africa. Continental Europe and the UK have traditionally been the
main export destination for South African fruit. An important change taking place, especially
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since 2007, has been the relative shift away from exports to Continental Europe and the UK
towards growing markets in Africa, Asia and the Middle East. The rise of global value chains
and production networks (GVCs/GPNs) lie at the heart of contemporary transformation in
global trade, production and employment. The rise of supermarkets involved in multiple
retailing (food and non-food) has been an important facet of this transformation. Leading
companies increasingly coordinate their sourcing through interlinked global networks of crossborder suppliers, rather than operating through fragmented agents within market-led trade
channels.
Supermarkets are an important driver of changing global dynamics in agro-food trade,
production and employment. Supermarkets coordinate value chains that link production,
processing, retail and consumers, leading to a decline in traditional wholesale and wet markets
in many countries. They are consumer-oriented and strive for quality, low cost and
consistency, governing their suppliers through the application of strict standards. The South
African supermarkets are also leading the expansion of modern retail across Sub-Saharan
Africa.
Value chain development, driven by Global Value Chains and Global Production Networks,
benefitted primary agriculture in the following ways:
•
•

•
•
•
•
•
5.2.5

At primary production level, GVC/GPN’s assure better and less fluctuated prices
through programming of supply.
Programming of supply improve logistics in particular and reduce costs. High-quality
logistics affect trade even more than distance or transport costs; every extra day
needed to ready goods for export and import could potentially reduce trade flows by
up to 4%.
Programming of supply allows for better production planning.
Value adding (e.g. pre-packing) at source opportunities were created, wherein the
past, value-adding was done at accumulation- /distribution points.
Specialization opportunities at source were created.
Food safety is guaranteed – through strict client-driven compliance requirements.
Job creation at the source, wherein the past jobs were created in the cities at
accumulation- / distribution points.
Production and supply

The most significant concern of small-scale producers is their inability to produce and supply
volumes that will justify logistical- and other marketing costs. The average production unit
(0.50 – 1.50 ha) is too small to gain leverage in accessing markets. The small-scale producers
only have two options in marketing their excess produce: (i) selling to local buyers/shop/
outlets in their immediate vicinity or (ii) selling to middlemen/hawker/traders who collect the
produce at farm gate level. In both cases, prices paid will not be on par with market prices as
indicated by the national fresh produce markets. The subject of market failure that exists in
TLM was already covered in section 5.2.6.
5.2.6

Current marketing arrangements

Marketing arrangements refer to a range of activities that occur in the value chain – from
production,
processing,
marketing
and
selling
(through
proper
marketing
agreements/contracts), transport and administration. The assessment of marketing
arrangements in TLM is one of significant concern. The understanding is that the commercial
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producers are linked to profitable value chains, as proven in the size and volume of their
operations.
In the case of the semi-commercial and small-scale producers, the situation is a concern due
to market failure. The size and efficiency of the farming operations do not allow for continuous
marketable volumes, the achievement of economies of scale at the production level, the
inability to enter into proper marketing agreements, the inability to bridge the time- and
distance gap (transport) and eventually to gain financial viability.
In the case of processing mangos, investigation proved that commercial producers obtain
prices of R4/kg while the semi-commercial and small-scale producers obtain R1/kg for similar
produce. The reasons behind this huge discrepancy can be related to:
•
•

Transport costs – in some cases, buyers or traders have to accumulate volumes from
various sources to fill a 34-ton truck in Thoyondou.
Lack of market information (price) by the sellers allows buyers to offer product prices
way below their actual value. The understanding is that the producers deliver a very
large volume of produce to the central loading point in Thoyondou at R1/kg. They pay
their own transport cost to the loading point, which leaves them with <R1.00/kg nett.

A similar scenario was experienced by the OABS research team in Rwanda (Horticulture
marketing strategy study, 2013) where as much as 38 – 64% of market value ended up in the
pockets of middlemen.
A market failure exists for semi-commercial and small-scale producers. Unless the TLM
Horticultural Development Plan addresses the complexities caused by market failure, the
future outlook for small-scale – and semi-commercial producers will remain negative.
5.2.7

Possible improvement in dynamics and mechanisms

The mentioned background gave an overview of the dilemmas faced by small-scale producers
to access markets successfully. To improve market access in the TLM area emphasis must
be placed on improving market dynamics and mechanisms in a two-pronged approach:
Priority 1: Develop strong agricultural production based industries (and business entities) on
the identified land/irrigation schemes and the downstream development of value-adding agroprocessing facilities for the respective industries. These developments must lay the foundation
for horticultural development in the TLM.
The assessment is, based on the market analysis, that the following fruit types can maintain
high industry growth at both production - and processing levels:
•
•
•
•
•

Macadamia
Avocado
Citrus – oranges and lemons
Mango
Banana

As far as the vegetable types are concerned, the assessment is that the following vegetable
types have potential to become influential industries in the TLM area:
•
•
•

Potato – although not known in the area, it needs a second consideration
Onions
Tomato
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Priority 2: The planned strong industries/agribusinesses will benefit the small-scale producers,
downstream:
•
•
•
•
5.2.8

to create a natural demand, pull effect in the area for produce that will fit into the
industry plan;
open logistical access and better prices;
create jobs and alleviate poverty in the area; and
dilute the market failure effect experienced by the small-scale producers.
Future market opportunities to create an idealised horticulture portfolio

Sections 5.2.1 and 5.2.2 elaborated on the changing marketing environment and the local and
global growing demand for fresh produce. The natural resources of the Thulamela area are
conducive for production of quality produce, that can contribute to supply the market and, with
sufficient support services, to comply with market requirements. Market opportunities can be
found at all levels of the fresh produce value chain – including pre-packing opportunities (value
adding):
•
•
•
•

5.3

Export class 1: Global export markets and South African Supermarkets
Class 1: South African Supermarkets, Sub Saharan African - and Indian Ocean
markets
Class 2: South Africa Supermarkets, South African wholesalers and smaller outlets
Processing

Development of a multi-criteria analysis (MCA) framework

In this regard, the 13GTZ Value Links Manual: The Methodology of Value Chain Promotion
(1st Revised Edition, January 2008) provides an appropriate set of practical tools to achieve
the desired value chain development outcome. There are 4 main criteria:
•
•
•
•

Institutional framework criteria – (15% weight)
Growth potential: demand criteria – (35% weight)
Growth potential: supply criteria – (30% weight)
Economic, social and environmental: impact criteria (20% weight)

The framework presented is often used in the selection of agro-processing value chains with
a high potential for growth and development. More detail about the framework is available in
Appendix F.
The results of the MC analysis are discussed in the following two sections.
5.3.1

MCA results for subtropical and nut crops

The results of the MCA are based on the expert opinions of the team. If there are minimal
differences between the total score for crops, they should be regarded as having more or less
the same potential. It is clear that Macadamias has the highest score followed by Avocados
and Citrus with relatively lower scores for litchis, mangoes and bananas.

13

Deutsche Gesellschaft fur Technische Zusammenarbeit (GTZ) GmbH – commissioned by the Federal Republic of Germany:

Federal Ministry for Economic Cooperation and Development.
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Table 5.1: MCA for subtropical fruit and nut crops
Criteria

Unweighted score (illustrative) - Max score =5 where
SubMain
1=low and 5=high
criteria criteria
Macada
Avocado Banana Citrus
Mango
Litchi
weight Weight
mia

1A. (Market) DEMAND CRITERIA (= most important
criteria type for VC upgrading)
¨ Sustained local demand

10

¨

Competitive position on local market

5

¨

Sustained foreign demand

¨
¨

25

9

22

25

11

14

5

5

4

5

3

5

5

4

4

5

3

4

10

5

0

5

5

0

0

Competitive position on foreign market

5

5

0

5

5

0

0

Product differentiation / reputation advantage

5

5

0

4

5

5

5

17

12

18

20

18

17

5
3
4
5

3
2
2
5

5
4
4
5

5
5
5
5

5
3
5
5

3
4
5
5

20

20

20

20

20

20

5

5

5

5

5

5

5

5

5

5

5

5

35

1B. GROWTH POTENTIAL - SUPPLY CRITERIA
¨ Comparative / competitive advantage
¨ Innovation potential
¨ Value-adding potential
¨ Production potential
2. Criteria related to (economic, social and
environmental) impact potential
¨ Employment potential

10
5
10
5

¨

Cross-sectorial linkages and spill-over effects

5

¨

Inclusiveness

5

5

5

5

5

5

5

¨ Environmental Sustainability
3. Criteria related to institutional aspects:

5

5
14

5
14

5
14

5
15

5
15

5
15

¨

Inter-firm relationships

5

4

4

4

5

5

5

¨

Support system

5

5

5

5

5

5

5

5
76

5
55

5
74

5
80

5
64

5
66

¨ Business environment& regulatory framework conditions
Total

5.3.2

30

5
20

15

5
100

MCA results for vegetable crops

The results for vegetables indicate that the potential for vegetables is for all practical purposes
the same. The reader should also note that it is important to consider vegetable rotation
systems and harvesting time (which will depend on planting dates) which is aligned with the
market demand during the year.
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Table 5.2: MCA for vegetables
Crite ria
1A. (Mark e t) DEMAND
CRITERIA (= m os t im portant
crite ria type for VC
upgrading)
¨ Sustained local demand
¨ Competitive position on local
market
¨ Sustained f oreign demand
¨ Competitive position on f oreign
market
¨ Product dif f erentiation /
reputation advantage
1B. GROWTH POTENTIAL SUPPLY CRITERIA
¨ Comparative / competitive
advantage
¨ Innovation potential
¨ Value-adding potential
¨ Production potential
2. Crite ria re late d to
(e conom ic, s ocial and
e nvironm e ntal) im pact
pote ntial
¨ Employment potential
¨ Cross-sectorial linkages and
spill-over ef f ects
¨ Inclusiveness
¨ Environmental Sustainability
3. Crite ria re late d to
ins titutional as pe cts :
¨ Inter-f irm relationships
¨

Support system

¨ Business environment&
regulatory f ramew ork conditions
Total

5.3.3

Subcrite ria
w e ight

Main
Unw e ighte d s core (illus trative ) - Max s core =5 w he re 1=low and 5=high
crite ria
Gre e n
Sw e e t
Sw e e t
Butte rnut Cabbage
Onions
Spinach Tom ato
We ight
Be ans
Corn
Potato

10
5

35

10
5
5

10

30

5
10
5

5

20

5
5
5

5
5

15

5
100

14

10

14

15

12

12

12

17

3

5

5

4

5

5

5

5

3
2

5
0

5
0

4
2

5
0

5
0

5
0

5
2

2

0

0

3

0

0

0

2

4

0

4

2

2

2

2

3

18

13

13

14

14

14

14

14

4
4
5
5

4
2
2
5

4
2
2
5

4
2
3
5

4
2
3
5

4
2
3
5

4
2
3
5

4
2
3
5

20
5

20
5

20
5

20
5

20
5

20
5

20
5

20
5

5
5
5

5
5
5

5
5
5

5
5
5

5
5
5

5
5
5

5
5
5

5
5
5

12
4

12
4

12
4

12
4

12
4

12
4

12
4

12
4

4

4

4

4

4

4

4

4

4
64

4
55

4
59

4
61

4
58

4
58

4
58

4
63

View on the potential for black tea in the region

Black tea (currently 1 077 ha – Tshivhase and Mukumbani) was not considered mainly due to
the following reasons.
According to DAFF (2015), black tea production in South Africa has been uneconomic and
under severe financial difficulties since 2003/04. Most of the tea estates were established in
areas of high unemployment during the 1970s and 1980s to dissuade people from migrating
to urban areas. At the start of 2003, most of the tea estates in the country went out of
production, and those that remain (only 3 out of 12) are in a very precarious financial position
and survive, partly because they produce a product of high quality but mainly because they
receive funding from the state. The principal reasons for the uncompetitiveness of the black
tea industry are the following:
•
•
•
•
•

Relatively high production costs ascribed mainly to the introduction of minimum wages
in the agricultural sector;
Low world market prices for black tea and the fact that black tea is a US dollar traded
commodity;
The dominance of tea packers; two major tea packaging companies dominate more
than 80% of the Southern African black tea market;
The difference between the producer prices and retail prices for black tea is alarmingly
higher than most other agricultural commodities;
Black tea producers in South Africa have no mechanism to negotiate better prices with
tea packers; they are price takers as the packers determine the prices. South African
tea packers use the South African tea price as a negotiating position when negotiating
tea prices with our SADC partners. As a result, South African tea packers seem to be
the only ones who benefited from the abolishment of the Trade-Related Investment
59

Horticultural Development Plan for the Thulamela Local Municipality

Measure (TRIM) and the phasing out of tariffs regarding the SADC Free Trade
Agreement.
Tshivhase and Mukumbani tea estates in the Vhembe district of Limpopo Province were
resuscitated from the Sapekoe group with an R74 million injection from the Limpopo provincial
government. The latest information is that tea production will be discontinued soon. According
to DAFF (2015), about 815 workers are currently employed byTshivhase and Mukumbani tea
estates. Therefore, there may be merits for the TLM to facilitate an investigation into the merits
of a strategy to revitalise the estates. However, given the background provided, the chance to
sustainably revitalise the estates is very slim. Both these estates have the necessary
land/water/climate to successfully convert from tea to one of the crops indicated as potentially
being successful. Perhaps a phased approach to maintain jobs, with a gradual shift from tea
to perennial crops like avocado and macadamia, using annual vegetables as a cash crop to
bridge the gap when trees are not yet in production.

5.4

Crop enterprise gross margin analysis

The purpose of section 5.4 is to design and draft the variously identified value chains based
on their various enterprise analysis.
5.4.1

Subtropical fruit crops gross margin analysis

Table 5.3 illustrates a breakdown of the enterprise analysis of the variously selected fruit crops
in full bearing. The fruit crops selected were done on the basis of known crops to the population
and the area, crops with commercial potential and according to the MCA selection criteria.
Table 5.3: Fruit crops gross margin analysis/ha
Kilogram

Description
Avocado
Banana
Citrus
Macadamia
Mango
Litchi

Yield/ha
17 000
21 000
30 000
5 937
10 000
6 000

Export
10 200
1 000
18 000
154 362
-

Local Processing
3 400
3 400
20 000
6 000
6 000
8 000
2 000
5 400
600

Gross
Farm
Incom e
192 066
94 520
194 502
154 362
82 000
158 040

Harvest
Pre
& Post
harvest
Harvest
Costs
costs
22 778
50 942
31 254
42 592
75 235
81 649
12 638
50 346
13 685
47 626
9 904
79 270

Over Budgeted
Total
heads
Costs
13 752
87 472
3 691
77 536
13 752
170 636
4 500
67 484
2 165
63 476
1 402
90 576

Budgeted
Gross
Margin
104 594
16 984
23 866
86 878
18 524
67 464

Sources: South Africa Avocado and Citrus Growers Associations, Levubu Macadamia Study group and
the KZN Dept of Agriculture & Rural Development, 2015-2016, OABS adjusted

Going forward, the authors suggest that subtropical developments should prioritise avocado,
citrus and macadamia crops. They are all well-established export orientated industries with an
acceptable growth potential.
5.4.2

Vegetable gross margin crops analysis

Table 5.4 illustrates a breakdown of the enterprise analysis of the various vegetable crops.
The selection of viable vegetable crops depends on intercropping and double cropping
characteristics to reach optimal crop rotation between various complimentary crops.
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Table 5.4: Vegetable crops enterprise analysis/ha
Description
Estimated Yield (kg/ha)
Budgeted Gross Income
Pre harvest costs
Harvest & Post Harvest costs
Overhead costs
Budgeted Total cost
Budgeted Gross Margin
Source:

Butternut Cabbage
20 000

Green
Beans

60 000

8 000

Onion

Sweet
Potato

Sweet Corn

25 000 50000 (COB)

Spinach

Tomato

20 000

20 000

52 000

58 292
77 292
91 584
73 198
37 500
102 520
14 988
33 005
25 438
13 436
18 609
20 528
15 430
35 706
14 064
20 144
8 389
13 918
1 500
1 500
1 500
1 500
1 500
1 500
31 918
70 211
41 002
35 080
28 498
35 946
26 374
7 081
50 582
38 118
9 002
66 574
KZN Dept of Agriculture & Rural Development, 2015-2016, OABS adjusted

61 800
19 082
15 274
1 500
35 856
25 944

278 850
61 880
94 102
1 500
157 482
121 368

The selected crops indicate gross margins that vary from R7 081/ha for cabbage up to
R121 368/ha for tomatoes.
The production of the mentioned crops is economically viable in TLM area. The actual financial
impact of the various crop combinations will be illustrated in the potential development impact
(Chapter 7).

5.5

Value adding opportunities

Table 5.5 presents an overview of horticultural enterprises with strong value-adding
opportunities in the TLM area. The focus is to add value to all produce as vertically up the
supply chain as possible to obtain higher prices and to create jobs in the TLM area.
Table 5.5: Value-adding opportunities
Description

X
X
X
X
X
X

Traditional
processing &
packing at source
Carton
Carton
Carton / Bag
Bag
Carton / Bag
Carton

Pre-packing client specific at
source
X
X
X
X
X
X

X
X
X
X
X
X
X
X
X

Bag
Bag
Bag
Bag
Bag
Bag
Bag
Bundle / Lug
Carton / Bag

X
X
X
X
X
X
X

Production

Harvesting

Avocado
Banana
Citrus
Macadamia
Mango
Litchi

X
X
X
X
X
X

Butternut
Cabbage
Green Beans
Onion
Sweet corn
Sweet Potato
Potato
Spinach
Tomato
Note: Lug = 15kg crate

X
X
X
X
X
X
X
X
X

X

Industrial processing
Guacamole
Dried / Juice
Dried / Juice / Jam
Atjar / Juice / Dried
Juice
Foodstuff ingredient
Foodstuff ingredient
Foodstuff ingredient
Foodstuff ingredient
Foodstuff ingredient
Foodstuff ingredient
Foodstuff ingredient
Foodstuff ingredient
Foodstuff ingredient

The following observations are of importance:
•
•
•

Production, harvesting and basic processing are similar for all produce and can be
done at the source – given processing-, packing and cooling facilities exists.
The traditional way of packing/processing is indicated in the table.
Almost all the crops offer pre-packing or vertical market penetration opportunities
according to client specification. The pre-packing option can be executed at the source
and will result in better prices/kg. Job creation will also benefit from the action.

Almost all the crops offer industrial processing opportunities. Available volumes at source will
determine to what extent cost-effective industrial processing can be done in the TLM area. In
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addition, canning and freezing, specifically for some of the vegetable crops, has significant
opportunities for permanent job creation.

5.6

Chapter summary

Concerning the chapter, the following observations are of importance:
•

•
•
•
⁃
⁃
⁃

The demand for food is increasing at significant ratios. As far as the South African fresh
produce demand is concerned indications are that the market grows as follows, since
2000.
The demand for fruit and vegetables (excluding potatoes) increased from R14.183
million to R55.611 million in 2014 or by 292%.
The demand for potatoes grew in the order of 276% from R4.339 million (2000) to
R16.314 million (2014).
Total demand in private consumption of food grew from R106 133 million to R521 133
million over the period or 391%, and it will continue showing strong growth due to:
Continuous growth of the middle class – both in population and disposable income
General population growth and associated rise in food demand
Increase in demand for certain food types from Africa - particularly from South Africa

The economic growth potential of Africa will open new markets, and it is known that the South
African farmers cannot supply the increasing African demand. New large-scale entrants are
needed. The conclusion is that the food market segment will show strong growth in the future.
Such a scenario will benefit any future horticulture production in South Africa.
Small-scale/Smallholder producers are under consistent pressure to increase production to
benefit from economy of scale. Apart from the challenge to produce higher volumes they have
to produce quality according to client specification. The mentioned background gave an
overview of the dilemmas faced by small-scale producers to access markets successfully. To
improve market access in the TLM area emphasis must be placed on improving market
dynamics and mechanisms in a two-pronged approach:
The development of reliable industries will address a range of logistical and market access
related issues and dilute to a large extent the effects of market failure.
Through the application of the Multi-Criteria Analysis on a range of fruit– and vegetable crops
the assessment is that:
•

•

Fruit types: It is clear that Macadamias have the highest score (based on the MCA
analysis) followed by Avocados and Citrus with relatively lower scores for litchis,
mangoes and bananas.
Vegetable types: The results for vegetables indicate that the potential for vegetables
is for all practical purposes the same. The reader should also note that it is important
to consider vegetable rotation systems and harvesting time (which will depend on
planting dates) that is in line with the market demand during the year.

The various value chains were unpacked and demonstrated potential income streams for each
crop type. Finally, the chapter concluded on forward market integration and value-adding
options for each identified crop which indicated that forward market integration is possible for
each of them.
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6. EVALUATION OF THE SERVICE NEEDS FOR FARMERS
6.1

Introduction

In this section of the Report, the critical issues identified in previous chapters will be discussed
in detail insofar as it impacts on what the study outcomes hope to achieve. In this regard, the
consultant relied extensively on the outcomes of a study which was commissioned to be
conducted on behalf of the Western Cape Department of Agriculture (WCDOA) in 2014, titled:
“A Diagnostic and Design Evaluation of the Service Needs of the Different Farmer Categories”.
This report provided a comprehensive insight into the diverse needs of the different farmer
categories and provided a pragmatic guideline framework that can be followed. The results of
the study are not only applicable to the farmers in the Western Cape. They can be applied to
farmers anywhere in South Africa. A comprehensive overview is available in Appendix H. The
following sections are a condensed summary.

6.2

Support services required

In the above study nine key agricultural service groups or categories were defined, namely:
•
•
•
•
•
•
•
•
•

Research
Technology transfer(s)
Resource acquisition
Farm planning
Market access
Market information services
Strategic information
Off-farm infrastructure
Social services

The services listed are in no particular hierarchical priority order and should be considered to
be of equal importance to ensure the long-term sustainability of farming enterprises. To be
successful farmers, it is imperative that these services be accessible to all categories of
farmers, to a greater or lesser degree, more so in the case of smallholder farmers within the
TLM.
Regardless of the impediments identified which presently constrain public extension services,
the Limpopo Department of Agriculture and Rural Development (LDARD) must be sensitive to
the special needs of this particular cohort of farmers for this horticultural development plan to
succeed, apart from any other interventions suggested therein.

6.3

Implications for the Thulamela Horticultural Development Plan

6.3.1

Research services

Subsistence and smallholder aspirant commercial farmers indicated significantly fewer
research needs compared to the broad commercial category. This can probably be explained
by the fact that most of these farmers have not been exposed to a research facility to the same
extent as commercial farmers. The conclusion drawn from the survey is that agricultural
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research is a cross-cutting service between all categories of farmers. It is therefore not
necessary within the broad concept of research to have a separate research service for
different farmer categories.
Many of the subsistence and smallholder farmers with commercial aspirations reckoned
transport to information and other sessions as a serious obstacle towards technology transfer.
The results indicated that small commercial farmers also place a much more substantial
emphasis on other vital services compared to research. In general, medium and large
commercial farmers do put a high premium on research services. It is also interesting to note
that the large farmers probably do their own agricultural economic and marketing research.
6.3.2

Resources acquisition services

The resource acquisition service is defined as any assistance or service to acquire agricultural
resources. The supply of inputs in this section is mainly regarded as start-up packages. Most
farmers across the spectrum of farmer categories and farm enterprises indicated that services
to enhance land use and water rights are of critical importance to ensure a stable agricultural
sector and for the growth of the sector. Electricity supply was pointed out by subsistence
farmers as a specific need.
The key difference between the subsistence/smallholders and the commercial farmers is that
the latter are already past the stage of the acquisition of essential resources. The results
indicated that the services needs of commercial farmers are to no small extent aimed at
expansion/growth.
6.3.3

Farm planning services

Farm planning services are related to all the services required for farm planning. Similar to
resources acquisition, it is clear that subsistence and smallholder farmers (with commercial
aspirations) need basic services related to access to inputs and production practices.
It was indicated that fencing should be regarded as a public good to be subsidised since
deterioration in the state of repair of fencing will ultimately result in environmental problems
(over-grazing, reduced livestock production, erosion, impact on biodiversity etc.).
All the commercial farmer typologies indicated that a service to develop independent crop and
livestock budgets is extremely important.
Other important services which were mentioned by most of the farmer categories were
assistance with applications for funding, both for commercial financial institutions and for
sourcing of government-sponsored grant funding. It is interesting to note that all the
commercial farming categories indicated a need for assistance for grant funding which is
possibly an indication of the support from commercial farmers for land reform and BEE
projects to benefit their farm workers.
6.3.4

Market access

A major distinction between smallholders and commercial farmers is the emphasis on different
market destinations. In the case of the majority of smallholders, the emphasis is more on the
local market. Although not so clear from the farmer’s survey, the issue of compliance was
mentioned in several group sessions as a key area to be addressed (albeit on different levels).
Medium and large commercial farmers placed a higher emphasis on services to maintain
existing and to grow new export markets.
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6.3.5

Market and strategic information

Subsistence farmers are surprisingly not interested in market information or strategic
information. The smallholder farmer (with commercial aspirations) showed an interest in
especially the local market price and volumes but not much interest in strategic information.
It is also informative to note that the fruit farmers (more complicated crops and in many cases
more progressive farmers) showed a keen interest in both market information and strategic
information.
6.3.6

Off-farm infrastructure

Electricity (mainly the reliability of the network and the cost) is regarded as a strategic input
on fruit farms (cold storage and packaging). The maintenance of roads and fencing were rated
high by most of the farmers. Smallholder farmers (with commercial aspirations) regarded
processing, packaging, cold storage and mechanisation services as important since they do
not have this infrastructure available on their farms.
6.3.7

Social services

Subsistence farmers regarded training and education, health care and in some cases
institutional reform services as essential. It is also important to note that in general, almost all
the commercial farmers rated social services as of paramount importance for a sustainable
agricultural sector.

6.4

Chapter summary

The Western Cape study results remain relevant and contemporary and significant aspects
thereof can be applied in the Thulamela Local Municipal area. The outcome of WCDOA (2014)
study provides a critical insight of the expectations and aspirations of the smallholder cohort
regarding their particular agricultural service needs. This will place substantial pressure on the
resources of the Limpopo Department of Agriculture and Rural Development (LDARD),
Directorate: Farmer Support and Development given the constraints and challenges
highlighted elsewhere. The assistance of other government agencies (national, provincial and
municipal) need to be co-opted to fulfil a complimentary support function. In conclusion, a wellcoordinated effort will be required with each agency mandated to deliver a specific service on
a parallel basis.
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7. POTENTIAL DEVELOPMENT IMPACT
7.1

Introduction

The potential impact of horticultural development is illustrated at three levels in this Report:
•

•
•

To give policymakers some idea of the potential financial and economic implications
of horticultural development in the Thulamela Local Municipality a model “farm” (not
necessarily one pocket of land) of 1000 ha was developed. The assumption is that this
land is available through the revitalisation and or upgrading of some of the existing
irrigation schemes in Thulamela.
The potential to upgrade small-scale subsistence farmers on small pockets of land –
0.5 to 1 ha is illustrated.
The 13 existing irrigation schemes are all rehabilitated (roughly 2400 ha) and the land
is fully developed with a diversified basket of fruit and vegetables. Estimates by OABS
indicate that the maximum area that can be developed for irrigation in the TLM above
the 13 existing schemes is about 4 000 ha. However, no detailed development plans
are provided yet. The possible economic multipliers in terms of job creation are
estimated if 4 000 ha can be fully developed.

7.2

Impact of a 1 000-ha horticultural development

7.2.1

Assumptions

The potential project assumes that the development will be in two phases:
•
•

Phase 1 – Develop 30 ha per annum over a 10-year period – total 300 ha
Phase 2 – Start in year 3 and also develop 60 ha per annum for the next 5-years and
30 ha per annum for the remaining 5-years.

The expansion rate of 30 ha is based on the experience of farmers with average management
capabilities. It is assumed that after the first 2-years of development there should have been
an increase in management capacity to speed up the development rate to approximately 60
ha per annum for the next 5 years. Whereafter, 30 ha per annum for the following 5-years until
the land is fully developed after the total 12 year period (see Table 7.1).
Table 7.1: Cumulative crop area (ha) per annum until fully developed
Crop
Avocado
Macadamia
Mango
Litchi
Citrus
Banana
Total LT crop area in specific year (ha)
Vegetables (ha)
Total area (ha)

1
8
9
3
2
8
2
30
200
230

2
15
18
6
3
15
3
60
200
260

3
30
36
12
6
30
6
120
200
320

4
45
54
18
9
45
9
180
400
580

5
60
72
24
12
60
12
240
400
640

6
75
90
30
15
75
15
300
400
700

7
90
108
36
18
90
18
360
400
760

8
105
126
42
21
105
21
420
400
820

9
120
144
48
24
120
24
480
400
880

10
135
162
54
27
135
27
540
400
940

11
143
171
57
29
143
29
570
400
970

12
150
180
60
30
150
30
600
400
1 000

The general assumptions are presented in Table 7.2. It is assumed that there will be
approximately 8 million m3 (based on crop water demand on average of 7 200m3 per ha per
annum plus a small surplus) of irrigation water available per annum. It was also assumed that
most of the water would be pumped from boreholes. A real discount rate (capitalisation rate)
of 6% was assumed which is very low. However, since this project has a powerful potential
socio-economic impact, a low rate is appropriate. The Corporate Tax Rate average in South
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Africa is 28%. An average lending rate of 10.5% interest on an overdraft was assumed (based
on historical lending rates). The 1000-ha land can either be from the existing 1 071 ha of tea
production which is believed to become available soon or by rehabilitating the Tshiombo
irrigation scheme.
Table 7.2: General assumptions
Item
Water-dam
Water-boreholes
Land
Labour
Total capital investment
Dev tempo (planning horizon - fully developed
Dev tempo (experimental)
Dev tempo (Phase2)
Discount rate (Lt int-inflation+risk)
Income tax rate
Overdraft interest rate

Unit
mill m3/annum
mill m3/annum
ha
manhours
Rand (Mill)
Years
Years
Years
%
%
%

Amount
3.000
5.000
1000
1080000
215
10
10
10
6.0%
28.0%
10.5%

The proposed development phase and relative contribution off fruits and nuts are presented
Table 7.3. The combination is illustrative and to a large extent based on the results of the
multi-criteria framework which were discussed in Section 5.3.
Table 7.3: Development phases and relative contribution of crops to total area
Phase 1
Crop
Avocado
Macadamia
Mango
Litchi
Citrus
Banana
Total

% Contribution
to total fruit area
25.0%
30.0%
10.0%
5.0%
25.0%
5.0%
100%

Area
(ha)
75
90
30
15
75
15
300

Area
(ha per year)
7.50
9.00
3.00
1.50
7.50
1.50

Phase 2
Crop
Avocado
Macadamia
Mango
Litchi
Citrus
Banana
Total

% Contribution
to total fruit area
25.0%
30.0%
10.0%
5.0%
25.0%
5.0%
100%

Area
(ha)
75
90
30
15
75
15
300

Area
Ph1+Ph2
(ha per year) Area (ha) %
7.50
150
25.0%
9.00
180
30.0%
3.00
60
10.0%
1.50
30
5.0%
7.50
150
25.0%
1.50
30
5.0%
600
100%

The pack outs are also based on commercial norms and adapted in scenarios to simulate an
increase in quality over time (see Table 7.4).
Table 7.4: Assumed pack out of fruit and nuts and yield assumptions
Packouts %

Crop
Avocado
Macadamia
Mango
Litchi
Citrus
Banana

Export
60%
90%
10%
80%
60%
5%

Local
20%
10%
70%
10%
20%
90%

Processing
20%
0%
20%
10%
20%
5%

Commercial
yield
Ton/ha
17
5
20
12
45
21

The price assumptions in Table 7.5 are based on South African statistics (Abstract for
agricultural statistics, 2016). These prices are averaged for the South African industry as a
whole. Please note that the price for vegetables is a weighted average for fresh and processed
where applicable.
Table 7.5: Price assumptions (Rand per unit)
Crop
Avocado
Macadamia
Mango
Litchi
Citrus
Banana
Crop
Sweetcorn
Butternuts
Tomatoes
Sweetpotato
Potatoes
Onions

Unit
Ton
Ton
Ton
Ton
Ton
Ton
Unit
Cobs
Ton
Ton
Ton
Ton
Ton

Export
16 000
26 000
12 000
35 000
8 996
6 500
Yield
60000
25
52
35
50
25

Local
7 174
15 000
8 420
23 301
4 746
4 943
Price
1.9
3800
5325
5200
3003
3300

Processing
3 500
2 000
3 500
17 000
683
2 500
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The estimated overhead costs are based on industry norms for mixed subtropical crop farming
and vegetable farming (see Table 7.6). It was assumed that the cost structure would be
approximately the same for Thulamela farmers if they follow commercial practices. The
overhead costs include all the expenses that cannot be accurately allocated to a specific crop
enterprise. Only the first five years are presented in the table.
Table 7.6: Overhead costs (Rand total)
Overheads
Item
Fuel (not allocateable)
Repair and maintenance (vehicles)
Insurance and licences (vehicles)
Repair and maintenance (fixed improvements)
Bank charges
Water costs
Electricity costs
Labour and staff - not included in crop budgets
Other insurance
Management costs
General admin costs
Auditors fees
Consultants
Other costs

1
60 000
155 561
77 781
78 443
60 000
115 000
600 000
17 220 000
18 000
1 584 000
60 000
50 000
300 000
120 000

2
60 000
155 561
77 781
78 443
60 000
115 000
600 000
17 220 000
18 000
1 848 000
60 000
50 000
300 000
120 000

Year
3
60 000
155 561
77 781
78 443
60 000
230 000
600 000
20 448 000
18 000
2 112 000
90 000
50 000
450 000
120 000

4
84 000
178 896
89 448
90 209
66 000
230 000
690 000
20 448 000
20 700
2 376 000
90 000
50 000
450 000
120 000

5
84 000
205 730
102 865
103 740
72 600
230 000
793 500
20 448 000
23 805
3 060 000
90 000
50 000
450 000
120 000

Total per annum

20 498 785

20 762 785

24 549 785

24 983 252

25 834 240

The management and staff cost per phase (at the completion of phase) were estimated and
are presented in Table 7.7. For the analysis, these costs were phased in as the area developed
increases over time.
Table 7.7: Management and staff costs
Position
General Farm Managers
Agronomist - production manager - Vegetables
Fruit production manager
Irrigation Manager
Marketing manager
Team leaders (1 per 50 ha)
Fork lift operators
Tractor drivers
Truck Drivers
Operator (soil excavation / preparation)
Irrigation labour
Permanent general labourers
Total staff and management
Management - total
Management fees
Total Management fees and staff

Number
1
1
2
1
1
10
2
5
2
1
5
50
81
6
75

Phase 1
Salary/month Total/month
50 000
50 000
40 000
40 000
35 000
70 000
25 000
25 000
35 000
35 000
10 000
100 000
4 000
8 000
4 000
20 000
7 500
15 000
4 500
4 500
3 500
17 500
3 000
150 000

Phase 2
Per year Number Salary/month Total/month Per year
600 000
1
50 000
50 000
600 000
480 000
1
40 000
40 000
480 000
840 000
2
35 000
70 000
840 000
300 000
1
25 000
25 000
300 000
420 000
2
35 000
70 000
840 000
1 200 000
15
10 000
150 000
1 800 000
96 000
3
4 000
12 000
144 000
240 000
8
4 000
32 000
384 000
180 000
3
7 500
22 500
270 000
54 000
1
4 500
4 500
54 000
210 000
8
3 500
28 000
336 000
1 800 000
100
3 000
300 000
3 600 000
6 420 000
145
9 648 000
2 640 000
7
3 060 000
10 800 000
10 800 000
17 220 000
138
20 448 000

The crop enterprise budgets which were compiled for the analysis were discussed in section
5.4.
The selection of viable vegetable crops depends on intercropping and double cropping
characteristics in order to reach optimal crop rotation between various complimentary crops.
An estimate of the total capital investment to develop 1000 ha is presented in Table 7.8. For
the base analysis, it was assumed that 50% of the capital requirement in the first 10 years
would be available as grant funding (either from the government or from international donors).
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Table 7.8: Capital budget for 1 000 ha mixed subtropical fruit and vegetable farming development in Thulamela
Phase 1
Budget category and item

Cost per item

Roads
Upgrade secondary roads to packhouse
New in-field roads and road drainage (2.5% of gross production area)
Circulation and paving at post harvest hub

R
R
R

Irrigation and drainage
Irrigation
Balancing dams
Other irrigation
Micro/drip (300 ha)
Boreholes
Pumps
Pipelines
Control
Soil moisture monitoring
Drainage (300 ha)
Bushclearing
Pumphouse

R
R
R
R
R
R
R
R
R
R
R
R

R

R
3
9
9
15
6
3
26

040
200
700
200
000
454
102
420
700
4 500
10 500
1 800

R
R
R
R

Packhouse (Vegetables)
Building and internal works: Vegetables
Refrigeration: pre-cooling
Refrigeration: final product
New packing equipment: Vegetables
Logistics

R
R
R
R
R

10
3
3
5

R
R
R
R
R

2 700 000
10 000 000
2 800 000
500 000
8 000 000

R
R
R
R
R
R

4 000 000
1 500 000
750 000
1 200 000
200 000
200 000

R
R
R
R
R
R
R
R
R
R
R
R
R
R
R
R
R

4
2
2
1
1

Mechanisation fleet and implements
Tractors
Trucks
Bakkies (500,000 each)
Trailors
Tip trailor
Fork lift
Tractor loader backhoe (TLB)
Other vehicles
Land prep impl
Spraying equipment
Other implements
All other equipment
Scale
Radio,s
Computer equipment
Software
Contingencies (5%)
Total per annum
Total estimated development cost (excluding VAT)

R

R

9

191 152 040

R625 000

R218 750

R218 750

R720 000

R800 000

R720 000

R2 425 000

R2 425 000
R3 200 000

R2 425 000

R2 983 160
R70 000
R2 250 000

R1 834 412
R8 949 480
R210 000
R280 000

R1 200 000

R8 400 000
R600 000

R1 800 000
R1 000 000
R100 000
R1 500 000

R0
R0
R100 000
R1 500 000

R5 400 000
R1 800 000
R1 800 000
R2 500 000
R250 000

R5 400 000
R1 800 000
R1 800 000
R2 500 000
R250 000

R2 237 370
R70 000
R2 100 000

23 500 000

24 000 000

7 850 000
R4 000 000
R1 000 000
R750 000
R600 000
R200 000
R200 000

R

1
1
1
1
1

R5 500 000
R625 000
R1 500 000

Year5

R2 700 000
R10 000 000
R2 800 000
R500 000
R8 000 000
R

000
000
000
000
000
000
000
000
000
000
000
000
000
000
000
000
478

Year4

6 000 000

000
000
000
000
000
R

800
600
500
000
050
750
800
300
500
800
000
000
500
375
300
120
102

Year3

R800 000
R9 200 000
R2 425 000
R12 000 000
R6 000 000
R1 620 000
R11 932 640
R210 000
R280 000
R2 250 000

1 800 000
1 000 000
200 000
3 000 000

800
600
600
000
500

Year2

90 617 062

000
000
000
000
000
412
650
000
000
000
000
000
R

Phase 2

Year1

8 687 500

5 500 000
1 687 500
1 500 000

Accommodation
Managers houses
Management offices
Electricity supply
Effluent treatment plant (500 people load peak)

Packhouse (Fruit)
Building and cladding of sides
New packing equipment
Packaging material store
Staff ablutions and changerooms, offices (50 staff peak)
Refrigeration
Other
Fencing on production area perimeter (15 km) @ R100/m
Electricity supply/upgrade and re-connection, allow for
Back-up electricity for critical production functions (genset and fuel tank)
Security facilities / vehicles
Refurbish existing farm store
New tools (maintenance) and spares (irrigation)

Cost/category

R

R500 000
R0
R600 000
R0
R0

21 395 000

9 102 478

R 191 152 040

R1 600 000
R650 000
R1 500 000
R600 000
R600 000
R500 000
R800 000
R150 000
R1 500 000
R900 000
R500 000
R500 000
R750 000
R250 000
R200 000
R80 000
R
4 476 132
R93 998 772
R 93 998 772

R800 000
R650 000
R500 000

R
551 158
R11 574 318
R 11 574 318

R1 920 000
R910 000
R500 000
R200 000
R315 000
R125 000

R480 000
R390 000
R200 000
R135 000
R125 000

R0
R0
R0
R0
R0
R0

R0
R0
R600 000
R250 000
R250 000
R375 000
R87 500
R70 000
R28 000
R
3 549 907
R74 548 049
R 74 548 049

R150 000
R0
R0
R125 000
R125 000
R187 500
R37 500
R30 000
R12 000
R
488 406
R10 256 526
R 10 256 526

R0
R0
R300 000
R125 000
R125 000
R187 500
R0
R0
R0
R
36 875
R774 375
R
774 375
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7.2.2

Financial results of a 1 000 ha horticultural development – cash flow

Table 7.9: Financial results of net cash flow
Years
Gross Income
Avocado
Macadamia
Mango
Litchi
Citrus
Banana
Sub-Total Long-term crops
Sweetcorn
Butternuts
Tomatoes
Sweetpotato
Potatoes
Onions
Subtotal-vegetables
Total Gross Farm Income
Direct allocatable costs
Avocado
Macadamia
Mango
Litchi
Citrus
Banana
Sweetcorn
Butternuts
Tomatoes
Sweetpotato
Potatoes
Onions
Total Direct Allocateable Costs
Overheads
Net cash balance before CAPEX
Capital budget
TOTAL OUTFLOW
Surplus/Deficit
Opening bank balance
Interest
Taxation
Closing bank balance
Payback year
Surplus/Deficit After Tax
IRR
Payback year
NPV cash flow (discount rate in
assumptions)
BCA
Capital investment - excl estb costs
(R million)
Establishment costs (LT crops)
Total capital investment (R million)

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

0

0

0

330 041

939 348

2 259 513

4 188 985

6 499 274

9 139 604

11 779 934

14 420 264

17 060 594

19 700 924

22 011 213

24 042 236

25 362 401

26 073 259

26 403 300

26 403 300

26 403 300
19 916 888

0

0

0

0

201 690

554 648

1 260 563

2 369 858

3 882 533

5 647 320

7 664 220

9 681 120

11 698 020

13 714 920

15 530 130

17 194 073

18 505 058

19 412 663

0

0

105 219

350 730

806 679

1 402 920

2 104 380

2 700 621

3 156 570

3 507 300

3 858 030

4 208 760

4 559 490

4 910 220

5 155 731

5 260 950

5 260 950

5 260 950

5 260 950

0

30 226

528 497

1 105 038

0

1 777 671

2 546 393

3 170 980

3 795 567

4 420 154

4 996 696

5 525 192

6 005 644

6 486 095

6 726 321

6 918 502

7 062 637

7 158 727

7 206 773

7 206 773

7 206 773

0

0

0

425 465

1 276 394

2 978 253

5 531 041

8 509 294

11 487 547

14 040 335

16 167 658

17 869 517

19 571 376

21 273 235

22 975 093

24 251 487

25 102 417

25 527 882

25 527 882

25 527 882

132 265

255 755

529 060

793 589

1 058 119

1 322 649

1 322 649

1 454 914

1 587 179

1 719 444

1 851 709

1 983 974

2 116 238

1 983 974

1 983 974

1 983 974

1 983 974

1 983 974

1 983 974

1 983 974

5 260 950

132 265

285 981

1 162 775

3 004 864

5 858 211

10 711 418

16 872 682

24 220 232

32 160 911

39 926 240

47 470 173

54 792 708

62 115 243

68 602 982

74 790 455

79 451 579

82 773 399

84 887 935

85 795 540

86 299 765

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

11 400 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

1 425 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

5 538 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 548 000

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

2 252 250

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

4 950 000

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 113 250

28 245 515

28 399 231

29 276 025

31 118 114

33 971 461

38 824 668

44 985 932

52 333 482

60 274 161

68 039 490

75 583 423

82 905 958

90 228 493

96 716 232

102 903 705

107 564 829

110 886 649

113 001 185

113 908 790

114 413 015

569 115

638 865

1 281 218

1 427 867

1 581 849

1 743 530

2 480 314

3 221 136

4 533 216

5 845 296

6 588 261

7 830 591

8 500 318

9 665 749

10 823 847

11 974 246

12 549 542

13 120 800

13 120 800

13 120 800

450 000

574 200

1 148 400

1 396 800

1 645 200

1 893 600

2 457 495

3 021 390

3 900 780

4 780 170

5 209 560

5 964 750

6 437 601

7 236 252

8 202 564

9 168 876

9 819 693

10 470 510

10 805 832

11 141 154

164 484

215 907

431 814

534 660

776 511

853 878

1 183 311

1 512 744

1 842 177

2 032 605

2 223 033

2 413 461

2 439 405

2 578 410

2 717 415

2 856 420

2 856 420

2 856 420

2 856 420

2 856 420

40 500

61 362

122 724

221 321

319 917

434 886

569 493

704 100

781 835

859 569

937 304

1 015 038

1 052 273

1 109 145

1 166 018

1 166 018

1 166 018

1 166 018

1 166 018

1 166 018

564 263

838 013

1 676 025

2 223 525

2 771 025

2 754 263

3 028 013

3 301 763

4 528 013

5 754 263

7 933 013

10 111 763

11 726 250

12 678 750

13 631 250

14 583 750

15 536 250

16 488 750

17 441 250

18 393 750

143 631

259 935

519 870

752 478

985 086

1 074 063

1 190 367

1 306 671

1 422 975

1 539 279

1 682 910

1 799 214

1 799 214

1 799 214

1 799 214

1 771 887

1 771 887

1 771 887

1 771 887

1 771 887

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

3 065 012

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

548 025

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

3 149 640

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 016 416

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 516 085

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

2 809 945

16 037 116

16 693 405

19 285 174

20 661 774

22 184 711

22 859 343

25 014 116

27 172 926

31 114 118

34 916 304

38 679 203

43 239 939

46 060 184

49 172 643

52 445 431

55 626 320

57 804 932

59 979 508

61 267 330

62 555 152

13 939 174

14 118 694

16 693 854

16 988 612

17 567 283

17 697 643

17 844 518

17 999 277

18 128 943

18 136 171

18 136 171

18 136 171

18 136 171

18 136 171

18 136 171

18 136 171

18 136 171

18 136 171

18 136 171

18 136 171

-1 730 774

-2 412 868

-6 703 002

-6 532 272

-5 780 533

-1 732 318

2 127 298

7 161 278

11 031 100

14 987 015

18 768 049

21 529 848

26 032 138

29 407 418

32 322 104

33 802 338

34 945 546

34 885 506

34 505 289

33 721 692

46 999 386

5 787 159

37 274 024

5 128 263

387 188

0

0

0

7 778 066

1 250 579

4 590 204

1 242 703

387 188

0

0

0

7 778 066

1 250 579

4 590 204

1 242 703

76 975 675

36 599 257

73 253 052

42 778 648

40 139 182

40 556 986

42 858 634

45 172 203

57 021 127

54 303 054

61 405 577

62 618 813

64 583 542

67 308 814

70 581 602

73 762 491

83 719 169

79 366 258

83 993 704

81 934 026

-48 730 160

-8 200 027

-43 977 027

-11 660 535

-6 167 721

-1 732 318

2 127 298

7 161 278

3 253 034

13 736 436

14 177 846

20 287 145

25 644 951

29 407 418

32 322 104

33 802 338

27 167 480

33 634 927

29 915 086

32 478 989

149 881
-48 580 279

-48 580 279

-56 768 797

-102 551 408

-116 947 245

-126 314 779

-131 493 517

-132 878 595

-129 047 248

-129 516 893

-119 064 977

-107 856 496

-89 734 961

-65 101 013

-35 611 831

-2 883 925

31 666 296

59 783 032

94 700 552

126 164 306

11 508

-1 805 584

-2 735 303

-3 199 813

-3 446 420

-3 512 376

-3 329 931

-3 722 679

-3 284 520

-2 969 364

-2 165 610

-1 011 003

81 764

405 802

747 884

949 257

1 282 593

1 548 667

1 876 517

-56 768 797

-102 551 408

-116 947 245

-126 314 779

-131 493 517

-132 878 595

-129 047 248

-129 516 893

-119 064 977

-107 856 496

-89 734 961

-65 101 013

-35 611 831

-2 883 925

31 666 296

59 783 032

94 700 552

-

-

126 164 306

160 519 812

31 463 753

34 355 506

16
(48 580 279)

(8 188 518)

(45 782 610)

(14 395 837)

(9 367 534)

(5 178 738)

(1 385 078)

3 831 348

(469 645)

10 451 916

11 208 481

18 121 535

24 633 948

29 489 181

32 727 906

34 550 222

28 116 736

34 917 520

6.3%
16.0
3 974 845
1.0
95.6
38.6
134.2
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The relative contribution to gross farm income is presented in Figure 7.1.

Figure 7.1: Relative contribution to gross income
The cumulative cash flow indicates that payback (positive cash flow) will be in year 16 (see
Figure 7.2) assuming the phased approach which was described in Section 7.2.1.

Figure 7.2: Cumulative cash flow and payback (Rand)
The net farm income (NFI) will only be positive from year 6 onwards (see Figure 7.3). It is clear
from the cash flow that replacement of assets (mainly machinery and equipment) will result in
a reduction in Net Farm Income in year 9.

Figure 7.3: Net farm income
71

Horticultural Development Plan for the Thulamela Local Municipality

Over a 20-year period the estimated IRR is 6.3%, the NPV at a discount rate of 6% is
R 3 974 845 and the payback period is 16 years.
7.2.3

Possible investment multiplier effects – 1 000 ha development

From an investment point of view, it is important to illustrate the possible economy-wide impact
of the 1000 ha development which was illustrated in the previous sections.
The Social Accounting Matrix (SAM) is a single-entry accounting system whereby each
macroeconomic account is represented by a column for outgoings and a row for incomings
(Round, 1981). Taylor (1983) views a SAM as a tabular presentation of the accounting
identities, stating that incomings must be equal to outgoings for all sectors of the economy.
The SAM is usually represented in the form of a square matrix with rows and columns, which
bring together data on production and income generation as generated by different institutional
groups and classes on the one hand, and data about the expenditure of these entities by them,
on the other.
A SAM provides a conceptual basis to analyse both distributional and growth issues within a
single framework. For instance, a SAM shows the distribution of factor incomes of both
domestic and foreign origin, over institutional classes and re-distribution of income over these
classes. In addition, it shows the expenditure of these classes on consumption, investment
and savings. The investment multipliers for Limpopo province (Conningarth, 2007) were used
as a proxy for Thulamela. In essence, the SAM model could be described as an input-output
model that models inter-industry relationships within an economy. It is based on the concept
of multipliers in the economy. A multiplier effect describes how the injection (investment) into
an economy such as investment in the fruit industry creates a ripple effect which increases
the output of products and services (GDP) and employment in the economy. In layman’s terms
the macro-economic impact works as follows in the horticultural industry:
•
•
•
•

•

Private sector and or government invest in fruit industry development projects.
The investment increases the aggregated demand for products and services in the
economy.
The increase in investment stimulates an increased demand for inputs and services
and causes the industry to employ more workers and expand the horticultural output.
As the horticultural industry and related industries, linked through forward and
backward linkages, employ more workers, more people have disposable incomes and
subsequently the aggregate demand increases in the economy.
The increase in aggregate demand causes the industry to employ more workers, and
the effect continues as described above.

The direct effect of an exogenous change measures the initial impact falling upon the recipient
sectors before adjustments in the production requirements of the other sectors take place.
Indirect impacts are the changes in inter-industry purchases as they respond to new demands
of directly affected industries. Induced impacts typically reflect changes in spending from
households as income increases or decreases due to changes in production.
The Limpopo investment multipliers are presented in Table 7.10. For example, for every
R1 million investment in agriculture, the direct impact on GDP will be R0.383 million, indirect
impact R0.111 million, the induced impact R0.097 million and the total impact R0.591 million.
Similar, for every R1 million investment, the total impact on employment will be 7.99 jobs
created throughout the economy.
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Table 7.10: Limpopo investment multipliers
Indicator
Direct
Indirect
Induced Total
Impact on Gross Domestic Product (GDP) (Rm)
0.383
0.111
0.097
0.591
Impact on capital formation (Rm)
1.025
0.278
0.262
1.565
Impact on employment (number)
6.609
0.842
0.548
7.999
Skilled impact on employment (number)
0.253
0.193
0.091
0.536
Semi-skilled impact on employment (number)
3.396
0.435
0.280
4.111
Unskilled impact on employment (number)
2.959
0.214
0.178
3.351
Impact on Households (Rm)
0.319
Low Income Households
0.122
Medium Income Households
0.058
High Income Households
0.139
Fiscal Impact (Rm)
0.149
National Government
0.142
Provincial Government
0.002
Local Government
0.005
Impact on the Balance of Payments (Rm)
0.161
Note: All Rand values reflected are expressed in Rand Millions

Source: Conningarth (2007)
The results should be interpreted with caution (since multipliers are not specifically available
for Thulemela – only for Limpopo province) but at least it will give some indication of the
potential multipliers. The estimated multipliers of a R231 million investment in the 1 000 ha
illustrative development which were presented in the previous sections are shown in
Table 7.11. It is estimated that the project will contribute R136 million to the GDP and result
in
R361 million capital formation throughout the economy. The project will generate 1 846
job opportunities, most of them for semi-skilled and unskilled workers. Households will earn
R74 million of which the majority will go to low and medium income households.
In addition, it is important to note that the National government will earn R33 million in taxes.
Thus, there is a good argument for the government to provide some financial support to the
project since the “public” will pay back the money in taxes. Any grant funding should be
regarded as a loan to be paid back in taxes if the project is successful. R33 million is
approximately 14% of the total estimated capital investment of R231 million.
Table 7.11: Estimated economic multipliers of a R231 million investment in agriculture
Impact of R231mill investment in agriculture
Indicator
Impact on Gross Domestic Product (GDP) (Rm)
Impact on capital formation (Rm)

Impact on employment number of labourers
Skilled impact on employment [labourers]
Semi-skilled impact on employment [labourers]
Unskilled impact on employment [labourers]
Impact on Households (Rm)
Low Income Households
Medium Income Households
High Income Households

Direct

Indirect

Induced

88
237
1525
58
784
683

26
64
194
44
100
49

22
60
127
21
65
41

Fiscal Impact (Rm)
National Government
Provincial Government
Local Government
Impact on the Balance of Payments (Rm)
Note: All Rand values reflected are expressed in Million Rand

Total
136
361
1846
124
949
773
74
28
13
32
34
33
0.47
1.20
37

Source: Own calculations based on multipliers calculated by Conningarth (2007)
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Thus, the illustrative calculations indicate that investment in the development of irrigation land
for horticultural crops in Thulamela could make a significant contribution to the welfare of the
broader economy.
7.2.4

Potential output multiplier effects

The potential output multipliers are similar to the investment multipliers but are output based
and focus on an increase in the gross value of the final demand for agricultural products. The
output multipliers for fruit and vegetables as calculated by Conningarth (2014) are presented
in Table 7.12.
Table 7.12: Estimated output multipliers for fruit and vegetables

Multipliers
Average fruit
Vegetables

Labour
9.45

GDP
1.34

7.4

1.31

When applying these multipliers to the estimated gross value of the 1000 ha development in
full production, in present value terms, it is estimated that the R114 million output per annum
of the development will result in 1 024 permanent equivalent job opportunities and a
R152 million contribution to the GDP.
Table 7.13: Estimated output multipliers of 1 000 ha irrigation development
Impact
Fruit / Nuts
Vegetables
Total

Base
Labour
GDP (R Mill)
816
116
208
37
1 024
152

7.3

The potential to upgrade smallholder farmers’ profitability

7.3.1

Smallholder vegetable farms

Although it is essential to consider mega projects and the vast benefits that they may have to
unlock the horticultural potential within the TLM, the reality is that there are a large number of
smallholder subsistence farmers in the region. Although these farmers mainly produce
products for household consumption (subsistence), the research indicated that most of them
also sell some of their crops in the informal markets (commercial aspirations). It was also
pointed out that there are substantial post-harvest losses due to the lack of packing and
cooling facilities in the region. In this section, two typical smallholder farming scenarios are
considered with the primary focus to establish the minimum scale of operations to at least earn
the current minimum wage in agriculture. The minimum wage was selected as a proxy for
opportunity cost – working somewhere else (although with high unemployment this is highly
unlikely). The first is a 0.5 ha farm followed by an analysis for a 0.3 ha farm. Although there
can be hundreds of crop rotation combinations, a sustainable crop rotation was selected based
on sound vegetable growing practices. The crops are similar to the ones which were selected
during the multi-criteria analysis exercise which was discussed in Section 5.3.
The detailed results of all the analysis are not shown in the Report. Table 7.14 illustrates the
cash flow analysis which was conducted for the 0.5 ha farm and is similar to that of the 0.3 ha
farm.
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Table 7.14: Estimated cash-flow for a 0.5ha typical smallholder vegetable farmers with no setbacks
Production cycle per Plot number
Plot 1
Plot 2
Plot 3
Plot 4
Gross income / plot
Plot 1
Plot 2
Plot 3
Plot 4
2
Total income per unit of 5000m
Allocatable variable cost per plot
Plot 1
Plot 2
Plot 3
Plot 4
Allocatable variable cost per unit of 5000m2
Allocatable fixed cost per plot
Plot 1
Plot 2
Plot 3
Plot 4
Allocatable fixed cost per unit of 5000m2
Profit/loss per plot
Plot 1
Plot 2
Plot 3
Plot 4
Total profit per unit of 5000m2
Capital
Capital Expenditure
Maintenance on capital (5%)
Working Capital Grant
Net Cashflow for period
Accumulative cash flow
Net Present Value
Benefit Cost Analysis

Year 1
Buttn-GrB
Cab / Car
Potato/GrB
Oats/ Tomato

Year 2
Oats/ Tomato
Buttn-GrB
Cab / Car
Potato/GrB

Year 3
Potato/GrB
Oats/ Tomato
Buttn-GrB
Cab / Car

Year 4
Cab / Car
Potato/GrB
Oats/ Tomato
Buttn-GrB

Year 5
Buttn-GrB
Cab / Car
Potato/GrB
Oats/ Tomato

Year 6
Oats/ Tomato
Buttn-GrB
Cab / Car
Potato/GrB

Year 7
Potato/GrB
Oats/ Tomato
Buttn-GrB
Cab / Car

Year 8
Cab / Car
Potato/GrB
Oats/ Tomato
Buttn-GrB

Year 9
Buttn-GrB
Cab / Car
Potato/GrB
Oats/ Tomato

Year 10
Oats/ Tomato
Buttn-GrB
Cab / Car
Potato/GrB

Year 1
18 736
21 244
24 263
34 840
99 083

Year 2
34 840
18 736
21 244
24 263
99 083

Year 3
24 263
34 840
18 736
21 244
99 083

Year 4
21 244
24 263
34 840
18 736
99 083

Year 5
18 736
21 244
24 263
34 840
99 083

Year 6
34 840
18 736
21 244
24 263
99 083

Year 7
24 263
34 840
18 736
21 244
99 083

Year 8
21 244
24 263
34 840
18 736
99 083

Year 9
18 736
21 244
24 263
34 840
99 083

Year 10
34 840
18 736
21 244
24 263
99 083

8 740
10 533
9 244
19 749
48 265

19 749
8 740
10 533
9 244
48 265

9 244
19 749
8 740
10 533
48 265

10 533
9 244
19 749
8 740
48 265

8 740
10 533
9 244
19 749
48 265

19 749
8 740
10 533
9 244
48 265

9 244
19 749
8 740
10 533
48 265

10 533
9 244
19 749
8 740
48 265

8 740
10 533
9 244
19 749
48 265

19 749
8 740
10 533
9 244
48 265

375
1 042
375
188
1 980
Year 1
9 621
9 669
14 645
14 253
48 187

188
375
1 042
375
1 980
Year 2
14 904
9 621
9 669
13 994
48 187

375
188
375
1 042
1 980
Year 3
14 645
14 904
9 621
9 018
48 187

1 042
375
188
375
1 980
Year 4
9 669
14 645
14 904
8 970
48 187

375
1 042
375
188
1 980
Year 5
9 621
9 669
14 645
14 253
48 187

188
375
1 042
375
1 980
Year 6
14 904
9 621
9 669
13 994
48 187

375
188
375
1 042
1 980
Year 7
14 645
14 904
9 621
9 018
48 187

1 042
375
188
375
1 980
Year 8
9 669
14 645
14 904
8 970
48 187

375
1 042
375
188
1 980
Year 9
9 621
9 669
14 645
14 253
48 187

188
375
1 042
375
1 980
Year 10
14 904
9 621
9 669
13 994
48 187

2 991

3200

3424

3664

4195

4488

4802

5139

45 196
33 588

44 987
78 575

44 763
123 337

44 523
167 860

43 992
196 324

43 698
240 023

43 384
283 407

43 048
326 455

59 795

-11 608
-11 608
R 231 216
2.35

59 795
3920
-15 528
152 332

Note: Buttn = Butternuts, Grb = Green beans, Cab = Cabbage, Car = Carrots
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For the study, it was assumed that all the crops are sold in the informal market since this is
the only way in which it is possible to establish the conditions for the smallholder farmers to
earn the minimum wage for agriculture at least. The following scenarios were analysed for
both farms:
•
•
•

A scenario with no setback during the 10-year planning horizon – No Setback
A scenario where there is a 20% crop loss on all the crops in year 4 – Setback
Scenarios are developed where there is a 10% reduction in post-harvest for No
Setback and with a Setback, to illustrate the positive impact of an improvement in postharvest losses.

The results are presented in Table 7.15. It is clear that 0.5 ha is probably the minimum farm
size for an individual farmer to earn the minimum wage or close to the minimum wage. The
status quo analysis indicated that on 0.5 ha the farmer would earn 91% of the minimum wage
with no setback over the period (which is also unlikely). With just one setback the percentage
decreases to 85%. However, if post-harvest losses are reduced by only 10% (which is very
conservative) the potential on 0.5 ha of land to sustain the minimum wage increased
considerably (to 118% with no setback and 112% with one setback). The results of the 0.3 ha
farm indicated that it is highly unlikely that the farm will be able to sustain the minimum wage.
Table 7.15: Smallholder vegetable farmer scenario results
Status quo
0.5ha

Indicator
Net Present Value (Rand)
Benefit Cost Analysis (Rand)

Accumulative cash flow (Rand)
Average cash per year (Rand)
Average cash per month (Rand)
Minimum wage (Rand per month)
% of minumum wage

7.3.2

No
Setback
231 216
2.35
326 455
32 646
2 720
3 001
91%

Setback
215 519
2.19
306 639
30 664
2 555
3 001
85%

0.3ha
No
Setback
142 708
2.41
201 279
20 128
1 677
3 001
56%

Setback
125 831
2.13
177 499
17 750
1 479
3 001
49%

10% reduction in crop losses
0.5ha
0.3ha
No
No
Setback Setback Setback Setback
304 142 286 876 186 464 167 898
3.09
2.91
3.15
2.84
425 538 403 740 260 729 234 571
42 554
40 374
26 073
23 457
3 546
3 364
2 173
1 955
3 001
3 001
3 001
3 001
118%
112%
72%
65%

Small-scale macadamia farms

7.3.2.1 Introduction
The production cost estimates and most of the assumptions are based on the experience
gained by OABS during a study for the IDC in the Vhembe district (OABS, 2013). The
macadamia budget was updated to 2017 values. The investment in establishing one hectare
of macadamias is significant for smallholder farmers and 8 to 9 years is a long time to wait for
a return on that investment. It is therefore vital for every new macadamia grower to prepare a
long-term projection (business plan), to know precisely what they are in for and to be able to
plan and control the project accurately. To illustrate the potential for smallholder macadamia
farms a cash-flow model was developed for a 5-ha development established over a period of
4 years (1.25 ha per year).
7.3.2.2 Assumptions
There is a significant positive effect on the cash flows of increasing the plant density (spacing)
while keeping yield per tree the same as used in this projection. However, the 8 x 4 meter
(312 trees per ha) spacing is a very workable arrangement and one which has been used
extensively to good effect in both South Africa and Australia. The following projections were
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used for Commercial Farmers versus Small-Scale Farmers, as shown in Table 7.16. It will be
possible to reach the same yield/ha compared to commercial farmers, as the producers
become more efficient.
Table 7.16: Macadamia yield projections

Tree age
0-2
3
4
5
6
7
8
9
10
11
12
13
14
15

Commercial
Farmer's Projected

Small Scale Farmer's
Projected Potential

DIS kg/tree
0.00
0.50
0.50
1.00
4.00
7.00
11.00
13.00
15.00
15.00
15.00
15.00
15.00
15.00

DIS kg/tree
0.00
0.00
0.00
0.50
1.00
2.24
4.81
8.97
11.22
12.82
14.02
14.02
14.02
14.02

kg/ha
0
156
156
312
1248
2184
3432
4056
4680
4680
4680
4680
4680
4680

kg/ha
0
0
0
156
312
700
1500
2800
3500
4000
4375
4375
4375
4375

A price of R26/kg of Dry-in-Shell (DIS) nuts supplied to the processor has been used. This is
the historical (last 5 years, 2013 to 2016) average price paid for DIS nuts achieving a 25%
Sound Kernel Recovery (SKR%) at 1.5% kernel moisture content (mc), after the deduction of
all processing and marketing costs by the processor. The model was constructed in such a
way that the price can easily be changed in the spreadsheets to test the impact of price
variations on the profitability and economic feasibility.
It was assumed that a service Agri-Park would be established to support, for example, 1015 farmers. The Agri-Park will supply services such as clearing of land, orchard layout, crop
spraying, cleaning of orchards, tractors and other implements – excluding harvesting
functions. In the calculations, it was assumed that the Agri- Park would fulfil an overall
cooperative role in supplying implements and equipment to ensure optimal production
activities, excluding harvesting functions. The calculations indicated a breakdown of the AgriPark’s operational cost as follows:
•
•

Labour: R4 692/ha
Machinery functionality: R10 275/ha

A comprehensive elaboration on the key functions and operational elements of the services
of Agri-Park is provided later in this Report in Chapter 8.
7.3.3

Cash flow projection for a 5-ha macadamia farmer

The cash flow projection is displayed in Table 7.17. The results indicated that the key
challenge to farm with macadamias is during the first 8 years before there is an operating
profit. During this time, the farmer must either farm with short-term crops such as vegetables
or earn non-farm income to generate cash to bridge this period. However, once the
macadamias are in full production, the farm will generate approximately R380 000 per annum
which is an excellent income in a poverty-stricken region such as Thulamela (see Figure 7.4).
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Table 7.17: Cash flow projection for a 5-ha macadamia farmer – 20 years
Number of trees/ha (8m X 4m)
Production area
Number of trees
Production: DIS kilogram
Avg Sales Price
Rand / kg DIS@25%SKR,1.5% mc
Gross Income: Rand
DIRECT COSTS: PRE HARVEST
Fertilizer
Pesticides/Herbicides
Weed Control/Slashing
Irrigation (operating costs)
Tree Training/Pruning
DIRECT COSTS: HARVEST
Harvesting (labour)
Dehusk/Store/Dry (R2/kg DIS)
INDIRECT COSTS
HUB: Labour costs levy
HUB: Implement & Equip levy
HUB: Admin fee levy
Maintenance & Depreciation
Salaries
General labour: Maintenance
TOTAL CASH EXPENDITURES
CAPEX - / ESTABLISHMENT COSTS
Clearing
Land Prep & Rip/Plough
Drains & Contours
Plant material @ R30/plant
Overheads: Tractor/Agric. Equip.
Irrigation upgrading
Dehusking/drying bins
Establishment costs: Labour
TOTAL EXPENDITURE before interest
Interest on annual expenditure @
9%
TOTAL EXPENDITURE after interest
OPERATING PROFIT / LOSS
CUMULATIVE PROFIT / LOSS
Net Present Value
Internal Rate of Return
Benefit Cost Ratio

Year 1
312

Year 2
312

Year 3
312

Year 4
312

Year 5
312

Year 6
312

Year 7
312

Year 8
312

Year 9
312

Year 10
312

Year 11
312

Year 12
312

Year 13
312

Year 14
312

Year 15
312

1.25
390
0

2.50
780
0

3.75
1170
0

5
1560
194

5
1560
584

5
1560
1459

5
1560
3334

5
1560
6640

5
1560
10625

5
1560
14750

5
1560
18344

5
1560
20313

5
1560
21406

5
1560
21875

5
1560
21875

Year 16
Year 17
Year 18
Year 19
Year 20
312
312
312
312
312
5
1560
21875

5
1560
21875

5
1560
21875

5
1560
21875

5
1560
21875

26.00
-

26.00
-

26.00
-

26.00
5 054

26.00
15 194

26.00
37 944

26.00
86 694

26.00
172 640

26.00
276 250

26.00
383 500

26.00
476 938

26.00
528 125

26.00
556 563

26.00
568 750

26.00
568 750

26.00
568 750

26.00
568 750

26.00
568 750

26.00
568 750

26.00
568 750

5500
1 875
875
1 250
1 500
0
0
0
0
25308
5865
12821
747
1 875
1 875
2 125
30808

11750
3 125
2 125
2 625
3 250
625
0
0
0
31808
5865
12821
747
3 750
3 750
4 875
43558

18375
4 375
3 375
4 000
5 250
1 375
0
0
0
38308
5865
12821
747
5 625
5 625
7 625
56683

25375
5 625
4 625
5 375
7 500
2 250
0
0
0
44808
5865
12821
747
7 500
7 500
10 375
70183

27500
5 625
5 125
5 125
8 500
3 125
0
0
0
45433
5865
12821
747
7 500
7 500
11 000
72933

29625
6 625
5 375
4 750
9 500
3 375
816
428
389
45433
5865
12821
747
7 500
7 500
11 000
75875

31875
7 875
5 750
4 250
10 500
3 500
2168
1000
1169
45433
5865
12821
747
7 500
7 500
11 000
79477

34500
9 500
6 250
3 750
11 500
3 500
4881
1962
2919
45433
5865
12821
747
7 500
7 500
11 000
84814

37375
10 875
6 750
3 625
12 500
3 625
10006
3337
6669
45433
5865
12821
747
7 500
7 500
11 000
92814

40375
12 125
7 250
3 500
13 500
4 000
18115
4835
13280
45433
5865
12821
747
7 500
7 500
11 000
103923

43250
13 375
7 750
3 500
14 250
4 375
27919
6669
21250
45433
5865
12821
747
7 500
7 500
11 000
116602

45500
14 250
8 250
3 500
14 750
4 750
37956
8456
29500
45433
5865
12821
747
7 500
7 500
11 000
128889

46875
14 750
8 625
3 500
15 000
5 000
46503
9816
36688
45433
5865
12821
747
7 500
7 500
11 000
138811

47375
15 000
8 875
3 500
15 000
5 000
51250
10625
40625
45433
5865
12821
747
7 500
7 500
11 000
144058

47500
15 000
9 000
3 500
15 000
5 000
53766
10953
42813
45433
5865
12821
747
7 500
7 500
11 000
146699

47500
15 000
9 000
3 500
15 000
5 000
53766
10953
42813
45433
5865
12821
747
7500
7500
11000
146699

47500
15 000
9 000
3 500
15 000
5 000
53766
10953
42813
45433
5865
12821
747
7500
7500
11000
146699

47500
15 000
9 000
3 500
15 000
5 000
53766
10953
42813
45433
5865
12821
747
7500
7500
11000
146699

47500
15 000
9 000
3 500
15 000
5 000
53766
10953
42813
45433
5865
12821
747
7500
7500
11000
146699

47500
15 000
9 000
3 500
15 000
5 000
53766
10953
42813
45433
5865
12821
747
7500
7500
11000
146699

165118.895
6 250
8 750
1 125
19 500
3 000
123 619
0
2 875
195927

168118.9
6 250
8 750
1 125
19 500
6 000
123 619
0
2 875
211677
17633
229310

171118.9
6 250
8 750
1 125
19 500
9 000
123 619
0
2 875
227802
19051
246853

174118.9
6 250
8 750
1 125
19 500
12 000
123 619
0
2 875
244302
20502
264804

24500
0
0
0
0
12 000
0
12 500
0
97433
21987
119420

24500
0
0
0
0
12 000
0
12 500
0
100375
8769
109143

24500
0
0
0
0
12 000
0
12 500
0
103977
9034
113010

37000
0
0
0
0
12 000
0
25 000
0
121814
9358
131172

24500
0
0
0
0
12 000
0
12 500
0
117314
10963
128277

24500
0
0
0
0
12 000
0
12 500
0
128423
10558
138981

37000
0
0
0
0
12 000
0
25 000
0
153602
11558
165160

24500
0
0
0
0
12 000
0
12 500
0
153389
13824
167214

24500
0
0
0
0
12 000
0
12 500
0
163311
13805
177116

37000
0
0
0
0
12 000
0
25 000
0
181058
14698
195756

24500
0
0
0
0
12 000
0
12 500
0
171199
16295
187494

24500
0
0
0
0
12 000
0
12 500
0
171199
15408
186607

24500
0
0
0
0
12 000
0
12 500
0
171199
15408
186607

24500
0
0
0
0
12 000
0
12 500
0
171199
15408
186607

24500
0
0
0
0
12 000
0
12 500
0
171199
15408
186607

24500
0
0
0
0
12 000
0
12 500
0
171199
15408
186607

-229310
-425237

-246853
-672090

-259750
-931841

-104227
-1036067

-71200
-1107267

-26316
-1133583

41468
-1092115

147973
-944143

244519
-699624

311778
-387846

360911
-26935

379446
352512

372994
725506

381256
1106762

382143
1488905

382143
1871048

382143
2253192

382143
2635335

382143
3017478

195927
-195927
-195927
317 523
12.1%
0.449
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Figure 7.4: Financial indicators for a 5-ha macadamia farm
The cumulative cash flow in Figure 7.5 given all the assumptions, indicated that breakeven is
only in year 12.

Figure 7.5: Cumulative cash flow for a 5-ha macadamia farm
The reader should note that the macadamia option is only viable for farmers with a high level
of security of tenure and with irrigation water available at least for the first 4 years until the root
system is well developed. Also, the area which is suitable for macadamias is limited.
7.3.4

Potential for cut flowers

The demand for roses (cut flowers in general) over the past decade has impacted the rapid
development of vibrant rose industries in East Africa (particularly Kenya and Ethiopia).
Zimbabwe was until the 1990’s a rose exporting country.
As a background on rose production, the authors refer to work done by OABS in South Africa,
Statistics Netherlands (www.cbs.nl) and Willem de Vries, University of Groningen, May 2010.
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Statistics Netherlands announced in 2015 that Africa accounts for 85 percent of imported
roses. Kenya and Ethiopia are the main suppliers, chiefly because Dutch rose growers have
shifted their activities towards these countries.
Low wages, favourable weather conditions and good infrastructural facilities have contributed
to Kenya’s number one position as a rose-growing country on the African continent. Kenya is
by far the most important rose-growing country, but its share in Dutch rose imports has
diminished from nearly two-thirds in 2010 to 57 percent 3 years later. In 2013, 1.9 billion roses
with an import value exceeding 200 million euros were imported from Kenya. Altogether, the
Netherlands imported 3.3 billion roses worth 384 million euros. On an average day,
approximately 9 million roses are imported into the Netherlands.
The Ethiopian rose cultivation grows at a steady rate every year. Since 2005, rose production
grew on average by about 150% per year. Rose cultivation in Ethiopia employs a large number
of people and contributes significantly to foreign exchange earnings. Rose growers in Ethiopia
have several advantages when compared to rose growers in the Netherlands. The absence
of energy input and lower labour costs are the most important. These reasons ensure a
meagre production cost per rose. A disadvantage though is that these roses have to be
transported to the Netherlands before being sold. This additional cost makes up half of the
total costs for the rose farms in Ethiopia.
The number of Dutch businesses engaged in rose cultivation was reduced from 765 in 2000
to 142 in 2014. The rose cultivation area was also reduced substantially from 932 hectares in
2000 to 311 hectares in 2014, a reduction by 73 hectares since 2013. The area per rose
grower increased from 1.2 to 2.2 hectares over the same period. Since 2010, however, the
area per rose grower has hardly changed.
Roses prefer a day temperature between 20 and 25°C and a night temperature of around 15
to 18°C. The temperature around roots may never rise above 25°C, as it damages the roots
and promotes the growth of fungi.
Literature concludes that rose production in Africa is cheaper/m² under production, labour
costs are lower, quality is lower (although adequate according to market demand), and that
rose production benefits exporting countries (like Kenya and Ethiopia) in various ways, such
as – earning valuable foreign exchange and creating jobs.
The regions West of Thohoyandou where tea is cultivated are the most likely regions for the
production of cut flowers. However, the “cooler” regions must be identified and will most
probably be necessary to employ cooling down technologies to stay within the required
temperature regimes.
The TLM will benefit from such a development in creating jobs, alleviate poverty and earning
foreign exchange at national level. The South African industry has a number of significant
players (of which one company is producing in excess of 70% of the national production and
is employing ± 1000 people) dominating the national market. The employment rate across the
whole value chain is ± 20 full-time employees/ha under production. At the primary production
level, the number of full-time employees will be ± 11 employees/ha. Under the assumption of
an eight-hectare development (used for illustration of the potential in this section), full-time
employment will be in the order of 88 individuals.
Given these realities, the assessment is that:
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•
•
•
•

natural resources (specifically climate) are conducive for rose production in the cooler
areas of the TLM
a proper climatic study be undertaken to locate the exact position of such an entity in
the TLM area
a financial viability - and market research study be undertaken to pave the way for such
an investment
the focus of a TLM rose production entity must primarily be on the export market and
that the Dutch importers become stakeholders – as is the case in East Africa.

Water requirements/ha
Water requirement/ha is a critical aspect of rose production as illustrated in Table 7.18.
Table 7.18: Water requirements/ha for cut flowers
Description
Irrigation
Cooling (6 months: October - March)
Total
Subtropical crops (e.g. Citrus & Avocado)
equivalent/ha/annum

Litre/m²/
Per hectare
day
Litre/day Litre/annum m³/annum
6
60 000
21 900 000
21 900
5
50 000
9 000 000
9 000
11
110 000
30 900 000
30 900

8 HA
m³/annum
175 200
72 000
247 200

± 10000 m³ liter/annum

It is clear that the water requirement/ha/annum for rose production is three to four times more
compared to the water requirement of some subtropical fruits. An 8 ha rose development will
need a water allocation of 247 200m³/annum or the equivalent water requirement of
maintaining 24.7 ha (at 10 000 m³/ha/annum) of other subtropical fruit such as avocados and
citrus.
Heat treatment
During the winter months (starting ± middle April - middle September) the South African
producers heat the greenhouses to ensure production (yield) levels of 225 – 250
stems/m²/annum. Without heating, yield/m² can easily drop to < 180 stems/m²/annum.
Cost of heating is in the order of R0.12/stem which can become a significant cost if yield drops.
However, in the TLM region, heating will most probably not be required. The focus should
rather be on heat reduction.
Financial analysis
Under South African conditions (focusing on the local market) the financial analysis is
illustrated in Table 7.19 – taken into account a simulated conservative production plan
of 200stems/m²/annum. The table illustrates a very accurate greenhouse establishment costs
over a six years production cycle of R43.412 million. The South African production cycle
envisage the re-establishment of the biological assets plus greenhouse maintenance & repairs
from year seven onwards – which is excluded in the model. The budgeted ex-greenhouse
establishment costs of R10.933 million can vary according to on-farm circumstances.

Table 7.19: Financial analysis
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Description

Value/stem
(Rand)

Gross Production Income
Direct allocatable costs
Indirect costs
Gross Margin (including direct & indirect costs)
Overhead costs
Net farm Income before interest & taxes

2.8061
0.6261
1.2189
0.9612
0.0303
0.9309

Yield/annum
m²
Ha

Rand Per
Ha

200
200
200
200
200

5 612 145
1 252 115
2 437 724
1 922 306
60 504
1 861 802

44 897 162
10 016 919
19 501 793
15 378 450
484 034
14 894 416

5 426 500
1 366 625
6 793 125

43 412 000
10 933 000
54 345 000

2 000 000
2 000 000
2 000 000
2 000 000
2 000 000

In Greenhouse Capital expenditure
Budgeted ex Greenhouse establishment costs - excluding land
Total establishment costs

8 Ha

The conclusion is that cut flower production may be an opportunity for TLM. However, it is
strongly recommended that a commercial partner (preferably from the Netherlands) must be
considered.
7.3.5

Impact of developing the maximum irrigation area – 4 000 ha

There is roughly about 4 000 ha that can be developed for irrigation (including the existing
estimated 2 400 ha). It was estimated that the total capital investment (excluding land) would
be approximately R770 million for a combination of fruits, nuts and vegetables. It is clear that
the investment will create nearly 6 156 jobs during the development phases of such a project
(see Table 7.20).
Table 7.20: Investment multiplier of 4 000 ha horticultural development in Thulamela
Impact of R770mill investment in agriculture
Indicator
Impact on Gross Domestic Product (GDP) (Rm)
Impact on capital formation (Rm)

Impact on employment number of labourers
Skilled impact on employment [labourers]
Semi-skilled impact on employment [labourers]
Unskilled impact on employment [labourers]
Impact on Households (Rm)
Low Income Households
Medium Income Households
High Income Households

Direct

Indirect

Induced

295
789
5086
195
2614
2278

86
214
648
148
335
165

75
202
422
70
215
137

Fiscal Impact (Rm)
National Government
Provincial Government
Local Government
Impact on the Balance of Payments (Rm)
Note: All Rand values reflected are expressed in Million Rand

Total
455
1205
6156
413
3164
2579
246
94
45
107
115
109
1.55
4.00
124

In addition, once the total area is in full production the development will generate a gross
income of about R528 million which will also have a broad economic impact (see Table 7.21).
Table 7.21: Gross income on 4 000 ha

Fruit
Vegetables
Total

Gross Income
(Million Rand)
345
183
528

The estimated output multipliers are presented in Table 7.22. It is clear that such a
development can make a significant contribution in generating jobs (permanent equivalent) in
the region. It is estimated that the annual gross income when the project is in full production
(about R528 million) will result in 4 616 jobs in the broader economy and will annually
contribute about R702 million to the economy.
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Table 7.22: Output multipliers of 4 000 ha – in full production
Multiplers
Impact

Fruit / Nuts
Vegetables
Total

7.4

Labour (Jobs)

Contribution
to GDP
(Million Rand)

3 262
1 354
4 616

463
240
702

Chapter summary

The positive development impact of a 1000 ha fruit, nuts and vegetable irrigation
development in the Thulamela region indicated, the following:
•
•
•
•

•

•

The estimated development costs will be about R231 million or R231 000 per ha
(excluding the value of land).
Once fully developed, the gross income will be about R108 million per annum.
The project will only break even in 16 years.
The IRR on the project is estimated to be low (only 6.3%). However, such a low
IRR is acceptable due to the socio-economic characteristics of the proposed
development.
During the development phases, it is estimated that around 1 846 permanent
equivalent jobs will be created based on the investment multiplier. About
R34 million will be paid in taxes to the National Treasury and approximately R1.2
million in local taxes.
Once fully operational the output multipliers indicate that the project will create
1024 permanent equivalent job opportunities and will contribute R152 million to
the GDP.

Since smallholder farmers will remain a reality in the foreseeable future, the potential for
upgrading a typical smallholder vegetable farm through the establishment of Agri-Parks
was demonstrated. The analysis shows that a 0.5 ha farm is probably the minimum farm
size that can sustain at least a minimum wage for an individual farmer.
Similarly, it was demonstrated that a 5-ha macadamia farm, linked to an Agri-Park, can
potentially (albeit with a vast cash flow challenge in the first 8 years) generate an income
which is far above the minimum wage.
The potential for cut flowers was demonstrated. The conclusion is that it may be an
opportunity for some farmers in the TLM, but the condition is to find a commercial partner,
preferably from the Netherlands.
Finally, the economic multipliers were calculated for a maximum area of 4 000 ha of
horticultural crops which can be developed on high potential land (assuming that the
availability of irrigation water will be a major restriction). The result indicates that such a
development can make a significant contribution to create jobs both during the
development phase and long after the area is in full production.
These are not the only options for horticultural development in the region. However, within
the scope of this study, it is impossible to do an analysis of all the development options.
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8. PROPOSED THULAMELA HORTICULTURAL DEVELOPMENT PLAN
8.1

Background and rationale for a horticultural development plan

The horticultural industry in Thulamela, although in its infant development phase, could
contribute significantly to the well-being of the Thulamela population, directly and indirectly,
through its forward and backward economic linkages. However, producers of horticultural
products are facing a combination of international commercial pressures.
•
•

•

Firstly, there is increasing integration and transformation of the global value chain
through which Thulamela producers will have to export.
Secondly, consumer trends are changing. There is a constant demand for new and
improved cultivars, which are linked to increasing quality standards (technical,
environmental and ethical) in the production of horticultural products.
Thirdly, Thulamela producers are facing an increasingly competitive market, especially
from other competing countries (on other continents and in Africa) where prices are
very competitive (i.e. the downward pressure of prices in these countries).

In addition to the above, note should also be taken of the different domestic factors that have
a major influence on the way the value chain operates within Thulamela. These include,
amongst others:
•
•
•
•
•

Very small production units and in general a land surface with scarce irrigation water;
Inadequate infrastructure (secondary roads, rail, cold storage, packing facilities etc.);
Lack of support services (financial, extension services, etc.);
Increased costs of imported materials; and
Effects of fiscal and monetary policy.

Over and above the commercial and regulatory environment the horticultural industry has to
contend with, it also has to position itself within the broader agricultural framework set by the
government and the private sector.
It should be clear from the above that for the Thulamela horticultural industry to position itself
strategically in the global environment and still adhere/comply to issues pertaining to
sustainability, access and competitiveness, it will have to take into account a myriad of
complex issues. It is within this context that the FPEF / DST partnership (PHI) issued a request
for proposals to develop a detailed horticultural development plan for Thulamela - a strategic,
tactical and actionable plan that would chart a course for horticultural industry development in
Thulamela to reach the broad objectives of the National Development Plan (NDP) and the
Thulamela LED strategy.
The PHI’s (public--‐private partnership between the Department of Science and Technology
(DST) and the Fresh Produce Exporters’ Forum (FPEF)) mandate is to build a competitive and
sustainable horticultural industry across the country by addressing the technology challenges
faced by the industry. The horticultural industry in Thulamela plays a vital role in sustaining
rural livelihoods. It is therefore essential to ensure that it remains profitable and sustainable,
as well as locally viable and internationally competitive.
Since horticulture is a comprehensive definition, the reader should note that the purpose of
the THDP is to focus on horticultural crops (subtropical fruit crops and vegetables) which is
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aligned with the mandate of the PHI. The proposed plan is called the Thulamela Horticultural
Development Plan (THDP).

8.2

Objective of the THDP

The primary aim of developing the horticulture development plan or strategy is to provide
guidance on improving marketing activities, reducing post-harvest losses, improving market
access and increasing incomes of small farmers of horticultural crops in Thulamela effectively
and sustainably, by identifying and promoting the development and adoption of cost-effective,
appropriate marketing channels.

8.3

Nature of the recommended intervention areas

Recommended interventions fall into two categories: (a) overall strategic intervention
areas, and (b) interventions (of which there is a number for each intervention area). The
latter, are generally broken down into a further number of actions as listed in the tables, which
for the sake of brevity, are provided in Appendix I. The result, for the strategy as a whole, is a
large number of interventions in each of the major strategic intervention areas, and an even
larger number of specific actions for each of the interventions. The following must be stated
with regard to this daunting list:
•

•

8.4

It is by no means suggested that all of the intervention areas should be
implemented according to all the interventions and actions. In other words, an attempt
at completeness in defining actions should not be interpreted as a prescription that this
is the only way to go about strategy implementation for the entire horticultural industry
in the TLM area.
In many instances, due dates are suggested. Again, these should rather be
interpreted as a view on the earliest possible date that a particular process could
be completed, all other factors being equal. It does not represent a “sell-by” date, after
which the action becomes ineffective.

The balance between interventions for agriculture as a whole and
horticultural development interventions

During implementation, cognisance would have to be given to strategic issues related to
agriculture as a whole and those specific to the horticultural industry. Certain issues, such as
many of the market readiness principles and approaches, are generically agriculture industry
related and would have to be undertaken, for a large part, by agriculture as a whole. In this
case, the horticultural industry in Thulamela would have to determine what its own stance
should be and then ensure that this is effectively integrated into the agriculture approach.

8.5

Defining the overall key strategic vision of the THDP

The proposed overall strategic objective of the THDP is defined as creating an efficient
Thulamela Horticultural Value Chain through:
•
•
•

Enhancing equitable access and participation in the value chain;
Improving global competitiveness and profitability of the Thulamela horticultural value
chain; and
Ensuring sustainable resource management conducive to the development of a
sustainable value chain and market access.
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However, in the following sections, it will be pointed out that it does not make sense to have
these strategic objectives as individual key intervention areas since the implementation of the
key proposed intervention areas will collectively result in achieving the strategic objective.

8.6

Defining key intervention areas in support of the strategic objective

The approach followed by the authors was to keep the THDP as simple as possible. An
extremely complicated strategy is not conducive to efficiency. It is helpful to consider the key
elements of the horticultural value chain in identifying key intervention areas and interventions.
The conceptual approach should be that all planning should start with the market and work
backwards towards production/supplies. In this process, all aspects of ensuring sustainable
market access and therefore sustainable production of horticultural products are addressed.
These include (see Figure 1.1, Chapter 1):
•
•
•

The supply side;
Transaction costs; and
The demand side.

It is, therefore, relevant to any development strategy to consider all these elements in order to
ensure efficient market access. The key focus of the THDP will be on interventions to reduce
transaction costs and to optimise market access to lucrative markets for the horticultural crops.
The following four key strategic intervention areas are suggested:
1.
2.
3.
4.

Marketing support
Market access
Natural resources management
Institutional and human resources development

These key strategic intervention areas are then supported by several interventions and
actions. The conceptual THDP is presented in Figure 8.1.
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Figure 8.1: Conceptual framework for the THDP
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8.7

Unpacking of the intervention areas and proposed interventions

8.7.1

Marketing support intervention area

The marketing support intervention area encompasses all the interventions in support of the
marketing value chain except for institutional and human resources development which are
dealt with in a separate intervention area since they are cross-cutting issues for all the other
interventions.
The following 6 interventions were identified:
1.
2.
3.
4.
5.
6.

Market readiness
Access and economic empowerment
Technology Transfer
Information
Logistics and infrastructure
Value adding/processing

This section discusses each of these interventions.
8.7.1.1 Market readiness
It should be clear from the previous sections that it is convenient from a practical point to
address the implementation of a THDP on two levels:
•
•

Market readiness
Market access

The objective of this section is to propose a number of interventions intended to create a
sustainable horticultural supply base to support the horticultural value chain to take advantage
of opportunities in the local, regional and export markets.
The achievement of these objectives is directly related to one of the main pillars of the
overall plan, i.e. market access. It is furthermore regarded as vital for industry growth and
prosperity and sustainability.

A major barrier to markets (the demand side) is also when there are restrictions on the supply
side that leads to a failure to be ready to access the opportunities provided by the market.
Enhancing product quality and branding, as well as specialisation, are a must if local products
are to be competitive on the regional and global markets. The only way to achieve this
objective is to develop a comprehensive market readiness intervention in which farmers can
graduate towards the highest value markets that they can comply with.
It should be clear that if the many production issues facing Thulamela farmers are not properly
addressed it will not be possible to produce products sustainably and therefore impossible to
access existing high-value market opportunities, let alone new ones.
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Defining the market readiness intervention
The objective of this intervention is based on the principle that it should not duplicate but rather
be in support of existing programmes of the Limpopo Department of Agriculture and other
private sector organisations (e.g. Subtrop) which are already in place.
The market readiness intervention may be defined as follows:
“A prosperous Thulamela horticultural marketing value chain that is characterised by a
sustainable horticultural product supply base which complies to market demand and
which is in support of the market access intervention area of the THDP”.
In order to meet the objective of the intervention, the following secondary interventions must
be addressed:
1.
2.
3.
4.

Lobby support for a horticultural market readiness programme.
Funding strategy.
Institutionalising the market readiness programme.
Implementation of a pilot market readiness programme

The interventions, objective with each, the proposed actions and the expected outcome is
presented in Appendix I: Table 1
8.7.1.2 Access and economic empowerment
The objective of this section is to propose a number of interventions intended to create true
and economically sustainable empowerment throughout the horticultural value chain. Within
this framework, the objectives of this section are as follows:
•
•

•

To create awareness amongst the horticultural industry stakeholders about
government initiatives, guidelines and strategies.
To explain the social, political and economic rationale behind access and economic
empowerment to support a sustainable, competitive and profitable marketing value
chain.
To recommend interventions to the industry that will enable it to achieve the ultimate
objectives of the successful implementation of access and economic empowerment
interventions in the horticultural industry relating to marketing issues.

The achievement of these objectives is directly related to one of the main pillars of the
overall plan, i.e. equitable access. It is furthermore regarded as being vital for industry
growth and prosperity and political stability in the Thulamela region.

More importantly, within the context of this Report, the economic and social rationale for
equitable access and economic empowerment include the following, but are not limited to:


Addressing inequalities in land and enterprise ownership by increasing the number of
people that manage, own and control enterprises and assets in order to enhance
political stability in Thulamela. Political stability is paramount to the development of
horticultural market opportunities for the region since it will create a stable investment
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climate and provide a sense of security for farmers in their efforts to rise above the
poverty line and to create sustainable households;
Facilitating ownership and management of enterprises and productive assets by
communities, workers, co-operatives and other collective enterprises;
Human Resource and Skills development;
Achieving equitable representation in all occupational categories and all levels in the
workforce;
Preferential procurement by retailers – Fair Trade, Farming for the Future, Ethical
Trade etc.;
Investment in enterprises that are owned or managed by farmers;
Organs of state and public entities, in exercising their discretion to award licenses,
concessions or other forms of authorisation, as well as bids for public procurement to
give preferential treatment to local producers of horticultural products;
Unlocking the talents, creative energy and full entrepreneurial potential of
communities, workers, co-operatives and other collective enterprises and improving
their participation in all aspects of the Thulamela horticultural industry with specific
emphasis on the marketing value chain;
Equal access and economic empowerment are crucial for social transformation and
economic justice.

Defining the intervention and sub-interventions
The issues discussed in the preceding sections should be subsumed in a major intervention
for equal access and economic development and empowerment in the horticultural industry in
Thulamela. Such an intervention would have to take cognisance of, and mesh with similar
interventions in the agricultural sector and should be undertaken in full partnership with
Government. In this regard, the reader must note that there are already several major
interventions and programmes of the Government in place. The objective with this subintervention is based on the principle that it should not duplicate, but instead be in support of
what is already in place. The challenge for the horticultural industry in Thulamela is to ensure
that horticultural crops get adequate attention from these programmes. The access and
economic empowerment intervention may be defined as follows:
“A prosperous Thulamela horticultural marketing value chain that is characterised by true
and economically sustainable access and empowerment throughout the value chain, to
the benefit of all stakeholders”.

In order to meet the objective of the intervention the following sub-interventions must be
addressed:
1. Develop a Farmer Support Programme that is specific to the horticultural industry and
incorporates and builds on current initiatives in a properly sequenced and efficient
manner.
2. Establish mechanisms to attract, and where necessary build, capacity at technical and
management level throughout the value chain.
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3. Appraise existing successful horticultural access and empowerment schemes to build
on successes and rectify problems in existing horticultural value chains.
4. Develop mechanisms to unlock funding of horticultural projects.
The implementation and M&E matrix is presented in Appendix I: Table 2.
8.7.1.3 Technology transfer
The overarching objective of this section is to propose a future intervention for technology
transfer in support of the horticultural marketing value chain.
The proposed intervention supports the overall strategic objective of the Thulamela
horticultural industry in that it should lead to efficient technology transfer, to ensure
sustained horticultural development, growth, competitiveness and profitability.

Regarding Technology Transfer, two main areas are essential, i.e. Information and
communication.
Defining the intervention and sub-interventions
Technology transfer can be linked to all spheres and levels of the horticultural value chain.
Due to the multifaceted nature of this report, certain technology issues are implicitly included
in other interventions purely because it makes sense to keep it with the intervention area being
addressed. Those technology transfer issues that are in general cross-cutting or that have not
been addressed explicitly in other interventions are included in this section. The technology
transfer intervention in support of marketing may be defined as follows:
“A horticultural value chain that is supported by access to a best value chain practice,
information and technology transfer systems which significantly improves the welfare of all
role players in the horticultural value chain by addressing the current inefficiencies”

The following sub-interventions aim to establish, maintain and promote sustainable, as well
as environmentally- and human-friendly practices in order to meet the objectives of the
intervention area, and therefore, must be addressed:
1.

2.
3.

4.
5.

Primary production practices to ensure improved yield, product quality and safety and
compliance with market and regulatory forces. (This intervention links closely to the
market access intervention area)
Picking and field to processing practices that ensure improved product quality and
safety and compliance with market and regulatory forces.
Post-harvest treatments and practices that ensure improved product quality and
safety and compliance with market and regulatory forces.
Processing practices that ensure improved product quality and safety and compliance
with market and regulatory forces.
Cold room Management and Cold Chain Management Practices that ensure improved
product quality and safety and compliance with market and regulatory forces
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6.

Improve and develop new approaches to ensure optimal market access procedures
(for local, regional, and export markets).

The implementation and M&E matrix is presented in Appendix I: Table 3.
8.7.1.4 Information
The proposed intervention aims at improving the export, local and regional market
competitiveness of the horticultural sector in Thulamela. The intervention will work at
improving the competitiveness, regarding both quantity of product exported (regionally and
international), as well as in terms of Added Value to the product, leading to an increase in
value and increased returns. It is expected that this would lead to employment creation with
direct ramifications on poverty reduction.
The proposed strategy supports the overall strategic objective of the THDP in that it should
lead to access to information systems to improve efficient decision-making in a seamless
value chain that will enhance access and sustain development, growth, competitiveness
and profitability.
An assessment of the current information situation in the horticultural industry in Thulamela
(from the perspective of the authors) indicates that information is scattered and not necessarily
accurate since there is no central methodology for verifying the information (see Section 5).
Defining the intervention and sub-interventions
Since the horticultural industry is still relatively undeveloped in Thulamela, an opportunity
exists to apply international best practice to address known information issues that can
potentially cost the industry dearly (for example a lack of traceability). For the horticultural
industry to meet its objectives of international competitiveness and profitability, all
stakeholders need to easily access relevant, accurate, reliable, up-to-date information in
appropriate formats.
A potentially major challenge for Thulamela may be the number of farmers that will be
involved in the horticultural industry and the effort that it will require complying with
international best practice especially for the collection of farm-level information. The only way
to address this problem is probably by categorising farmers into the markets for which they
are ready or almost ready to supply to. In this regard, the out-grower model can play a
significant role, since the “central Agri-Park” can use criteria to select farmers to
supply the Agri-Park. One of these criteria (in support of traceability) could be that the farmer
must be in a position to supply the “central Agri-Park” with compliance information. By using
these criteria, the “central Agri-Park” can ensure that farmers do comply to the markets which
they target (local, regional and other exports). On the other hand, a few mega projects (100
ha plus) will simplify the information effort since data/information will have to be
collected from a small number of production entities.
The primary information intervention may be defined as follows:
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“To provide timely, accessible and accurate product flow- and strategic horticultural
industry statistics and information to support all the stakeholders in the value chain to
perform their role efficiently to enable the industry to be locally and internationally
competitive, profitable and sustainable”
In order to meet the objectives of the intervention, the following sub-interventions apply:
1. The adoption14 of a production and product flow information system.
2. The adoption of a market access information system.
3. The adoption of a strategic historical information system and ability to respond to
enquiries on external and internal impacts on the industry in Thulamela.
The implementation matrix and M&E matrix is presented in Appendix I: Table 4.
8.7.1.5 Logistics and infrastructure
The overarching objective of this section is to propose an intervention, sub-interventions and
actions to ensure infrastructure development, maintenance and improvement to market
horticultural produce and to enhance the efficiency of the logistic chain.
The proposed intervention supports the overall strategic objective of the horticultural value
chain, in that it should lead to required infrastructure development and the maintenance and
improvement of logistical systems and infrastructure, to ensure sustained development,
growth, competitiveness and profitability.
The literature study on the current situation regarding infrastructure and logistics in Thulamela
revealed that there are numerous infrastructure problems (e.g. bulk water storage and
conveyance to irrigate land, pack houses, cooling etc.) relating to the production and efficient
marketing of horticultural crops. Feasibility studies should be commissioned to attempt to
inform the logistical and infrastructure challenges faced to develop the horticultural industry in
Thulamela.
It is also important to recognise that collective actions may be required to find solutions to
problems facing the horticultural sector as a whole.
Defining the intervention and sub-interventions
Improved planning of logistics infrastructure usage will result in a reduction of bottlenecks and
delays and a faster flow of produce through the supply chain. This will, in turn, result in less
produce, quality deterioration and better prices realised by the producers. In addition, better
infrastructure utilisation will result in lower transaction costs and therefore increased
competitiveness of the horticultural industry. Any improvement in the international
competitiveness of the industry will play an important role in enhancing economic growth and

14

Please note that most of the commercial industries already have good information systems. However,
it will be necessary for farmers and other stakeholders in the local Thulamela industry to ensure access
to these information systems and to align their information systems with recognised systems in these
industries.
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job creation on a regional, provincial and national level through the positive multiplier effect of
the horticultural industry in Thulamela.
The primary intervention may be defined as follows:
“Efficient marketing of horticultural products in local, regional and intercontinental markets
that is supported by an efficient logistical and infrastructure system conducive to the
production of horticultural crops, to increases competitiveness of local horticultural
products internationally and domestically, and which results in increased returns to
investments on a sustainable basis and mitigation of risks”
In order to meet the objective of the intervention, the following sub-interventions must be
addressed:
1. Establish and identify mechanisms to co-ordinate logistics and infrastructure planning
on a regional level (partnerships with commercial agriculture).
2. Revisit and critically evaluate current packaging and palletising regimes.
3. Establish logistical information and communication at the different levels of the value
chain.
4. Foster good relations in the logistical chain.
5. Investigate and agree on mechanisms to increase the efficiency of transport logistics.
6. Development of proper and efficient regimes to document all aspects of logistics and
the timely dissemination thereof to the relevant role players.
The implementation matrix and M&E matrix is presented in Appendix I: Table 5.
8.7.1.6 Value adding / processing
Please note that for the purpose of this intervention, value adding is defined as follows:
•
•

Increasing the value per production area (increased production)
Increasing the value of the product (increase in the gross value of the product –
improvement in quality, packaging, compliance to access higher value markets, etc.).

There is a need for the establishment of a reliable database on links between value-added
production and marketing and to create a forum to exchanging knowledge and information
among stakeholders such as processing industries, farmer organisations and policymakers. It
is also of paramount importance to establish a secure, market-focused farmer organisation
that will play a significant role in promoting the links between production, marketing, value
adding and institution building.
It is essential to enhance farmers' competence in using value-adding inputs, tools and
equipment, and techniques for successfully implementing the link. Promoting supportive
policies to private entrepreneurs and investors who may be important links in the chain
between farmers' production, value-adding, marketing and building of grassroots institutions
will complement efforts to the development of a sustainable horticultural industry in Thulamela.
It is also essential to connect training and educational institutions to value-addition and
marketing skills, technologies and approaches that are essential for the overall economic
development of rural communities in Thulamela.
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In general, horticultural production in Thulamela is underpinned by the production-forconsumption mind-set that emanated from the cultural upbringing of many farmers and
policymakers alike. Food security which could have been best achieved by strengthening
physical access to food, remains difficult to date. Unless the change in mindset from
production-for-consumption (subsistence) to production-for-marketing (commercial) prevails,
the same difficulty may continue.
Farmers do not necessarily have the competence that will enable them to integrate their
selected production with value-adding marketing policy. Often experts in the production sector
do not jointly plan with manufacturers, business professionals, experts in standards or policy
institutions that aim to increase the production of several horticultural target crops for highvalue markets. The type and the quality of farmers' products that do not fulfil market
requirements in quality, quantity, standards, and certification are thus unable to penetrate
national niche markets, regional and global markets. There is a need to work jointly to bridge
this gap between farmers’ production and value-added marketing products.
Defining the intervention and sub-interventions
The authors are of the opinion that it is not necessary to reinvent the wheel and that
progression towards value adding on the product itself (price) should start by value adding per
ha by increasing production per ha and by improving quality through good agricultural
practices and post-harvest practices. The purpose of this section is to identify bankable
interventions at each level of the value chain within the ambit of value adding (including
processing).
The primary intervention may be defined as follows:
“A prosperous horticultural industry that is characterised by a high level of value adding,
championing innovation and efficiency at each level of the value chain”
In order to meet the primary intervention, the following sub-interventions must be addressed:
1. Providing advisory services to farmers and industry to facilitate proper planning of
value-adding opportunities.
2. Program to assist farmers in increasing existing yields (this is significant value adding).
3. Establish collection points and cold storage facilities and invest in more centrally
located cold storage. Convert existing facilities to Agri-Parks (also see Institutional
intervention).
4. Invest in post-harvest handling before transport.
The implementation matrix and M&E matrix is presented in Appendix I: Table 6.
8.7.2

Market access intervention area

The market access intervention area covers new or improved entry for horticulture products
produced in the Thulamela region into markets where terms and conditions of access need to
be negotiated.
This broad definition of market access covers phytosanitary (quarantine), sanitary
(contaminants, e.g. pesticides) and non-quarantine (e.g. exclusion, duties, quotas, tariffs,
licenses) requirements which need to be addressed through the established channels for
authorising or improving access. The delivery of market access outcomes for the industry
should be driven via three pillars:
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•
•
•

Raising the profile of Thulamela horticulture by developing industry relationships in the
target market to stimulate commercial market access drivers;
Actively supporting and contributing to official negotiations; and
Using existing science outputs (R&D) to improve market access.

8.7.2.1 Market development
Marketing Thulamela horticultural produce faces several challenges. These include amongst
others, structural changes to confront the forces of globalisation, its ability to penetrate new
markets, and its ability to comply with increasingly stringent standards and regulations. In
addition, throughout this project, it became clear that the Thulamela industry is also confronted
by a huge number of factors hampering marketing (some addressed in previous chapters) and
putting pressure on profit margins. These include uncontrollable and controllable factors.
Uncontrollable factors include volatility of the Rand against major international currencies, and
to a large extent standards and regulations set by other governments and retailers, etc.
Controllable or factors over which the horticultural industry can exert some pressure, include
high input costs, the fact that different partners in the industry still operate at an arm’s length
level, etc.
In the context of this background, a future intervention for market access is provided.
The proposed intervention should create sustainable and efficient mechanisms by means
of proactive actions that will address inefficiencies that exist in the marketing chain,
enhance competitiveness, improve and sustain profitability and improve the Thulamela
horticultural industry’s ability to take advantage of new market opportunities on the domestic
and international frontiers.
Defining the intervention and sub-interventions
It is essential to take note of the fact that planting decisions will affect the eventual marketing
and promotion of produce. Wrong planting decisions (i.e. cultivar choice) have long-term
implications for the whole value chain regarding profitability and competitiveness. On the other
side of the value chain is the consumer whose tastes and preferences are difficult to measure
on a continuous basis. In addition, there is a multitude of potential markets, each with different
consumers with different tastes and preferences.
The end goal is to link investment decisions at farm level with markets competitively and
profitably while adhering to the principles of sustainability. Making this linkage all the more
complex is that current investment decisions are based on expectations of what consumers’
tastes and preferences will be in future, thus adding considerable risk to the whole value chain.
The primary strategy may be defined as follows:
“A prosperous Thulamela Horticultural Industry that is characterised by a marketing system
championing innovation and efficiency at each level of the value chain”
In order to meet the primary strategy, the following secondary strategies must be addressed:
1. Establish and maintain a crop mix that will lower risks associated with changing
consumer tastes and preferences to maintain and increase real returns on investment,
as well as profits for all role players in the value chain.
2. Identify and capitalise on emerging niche markets in an orchestrated manner.
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3. Determine the optimal market structure and conduct for the domestic horticultural
market.
The implementation matrix and M&E matrix is presented in Appendix I: Table 7.
8.7.3

Natural resources management intervention area

Natural resource management refers to the management of natural resources such as land,
water, soil, plants and animals, with a particular focus on how management affects the quality
of life for both present and future generations (stewardship).
The proposed intervention area supports the overall strategic objective of sustainability of
the horticultural industry in Thulamela in that it should lead to the maintenance and
improvement of the natural resource base and to ensure sustained development, growth,
competitiveness and profitability of the industry.
The purpose of this strategy is not to duplicate all the excellent work which has been done,
but rather to support the regional, provincial and national conservation efforts in the areas of
production. It is also essential that the strategy is positioned within the context of the THDP
and the overall strategic objectives of the horticultural industry in terms of competitiveness,
profitability and sustainability.
Moving towards a sustainable agricultural future
All the major local and international retailers have developed strategies to transform their
supply base of agricultural products to more sustainable practices. The main driving force
behind this is climate change and the adaptation and mitigation measures which are supported
by the IPCC15. It also believed that this is the right thing to do irrespective of the eventual
impact of climate change. Buzzwords such as the carbon and water footprint are hot topics
and compliance with retailer strategies to address these issues will have to become part and
parcel of all stakeholders’ efforts to do business with these retailers.
It is therefore of paramount importance for Thulamela to market horticultural products in highvalue markets to take note of this.
Important issues
The Natural Resource Management (NRM) intervention of the THDP is designed to align the
horticultural value chain to support national strategies and within the context of remaining
competitive and sustainable in domestic and international markets. It was also mentioned that
there is huge pressure from international retailers on farmers to farm ethically and with due
consideration for the environment. If the Thulamela horticultural industry cannot show that it
is actively engaged in strategies and programs to pursue the objectives of powerful national
and international retailers, they will be excluded from these markets. In addition, irresponsible
production practices can also result in a failure to negotiate market access to several highvalue markets in especially the West. The following important issues should be addressed by
the Natural Resources Management intervention area:

15

Intergovernmental Panel on Climate Change
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•

•

•

•

The main issues putting pressure on agricultural productivity in Thulamela include high
population density and strong tribal authority settlement authorisation on the limited
land resource. This has led to land fragmentation and reduction of farm sizes,
continued intensive cultivation of land with no fallow and soil erosion, over cultivation
without restoration of soil nutrients, weak extension and research services and
increased vulnerability to climatic shocks like drought or heavy rains.
With irresponsible cultivation practices, horticultural cultivation can be a threat to the
plant and animal biodiversity in the production regions. Even in non-threatened
vegetation types, the areas suitable for horticultural production are associated with
specific sub-sets of plant species with high endemism and clearing natural vegetation
for horticultural purposes which become a severe threat to the continued existence of
these species.
The impact of climate change is not only a threat to the Horticultural Industry but also
to biodiversity. Responsible cultivation practices and adaptation strategies to ensure
sustainable production should, therefore, be considered as an imperative for the
industry.
There is also a need for Horticultural businesses to proactively include ethical conduct
regarding social and environmental responsibility as part of their business strategy,
and engage in business to business requirements relating to it. This may not be
restricted to but may be related to traceability and certification standards.

Defining the intervention and sub-interventions
The primary Natural Resources Management intervention may be defined as follows:
“A prosperous Thulamela horticultural industry that is supported by responsible natural
resources management practices which is recognised nationally and internationally and
which significantly improves the competitiveness and market access of all role players in
the horticultural value chain.”
In order to meet the objective of the primary intervention, the following sub-interventions must
be addressed:
1. Identification and protection of sensitive land
2. Development of guidelines to promote the efficient use of water resources and the
protection of water quality
3. Protection and improvement of soil health
4. Protection and restoration of plant and animal biodiversity
5. Development of an Integrated Production of Horticultural Products approach based on
existing and if needed, new guidelines.
6. Promote organic certification
The implementation matrix and M&E matrix is presented in Appendix I: Table 8.
8.7.4

Institutional and human resources development

Figure 3.6 in this Report gives an overview of the huge number of service providers involved
in providing services to farmers. Three sub-interventions in support of the Institutional and
Human Resources Development intervention area are proposed:
1. Relationship with government
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2. Positioning and capacity of the implementation agency
3. Human resources development
Figure 3.6 indicates that there is a myriad of government, government parastatals, government
agencies, development agencies and other private organisations involved in the agricultural
industry in Thulamela. Horticulture as a sub-sector gets lost in all these institutions and that
there seems to be very little coordination between strategies, projects, programs, actions and
initiatives between these institutions.
It is within this institutional environment that the horticultural industry in Thulamela at large
must position itself to ensure efficient production and marketing of Thulamela horticultural
products. The objective of this project is not to propose any overall institutional restructuring,
but rather to focus on how the horticultural industry in Thulamela must position itself to
effectively communicate with government, and to build institutional and human resources
capacity as an interim intervention until the horticultural industry in Thulamela has grown to a
viable industry to look after its own interests.
8.7.4.1 Relationship with Government
The objective of this section is to present a basic proposal on the manner in which the
horticultural industry in Thulamela can enhance its relationships with Government at all levels.
This intervention has a direct and profound bearing on the industry’s ability to successfully
develop the four pillars of the overall THDP.
Such an intervention for government relationship-building would serve a number of
objectives, including the following:
 Ensuring that specific issues and requirements of the horticultural industry in
Thulamela and its constituent groupings are effectively brought to the attention of
Government
 Creating a climate of cooperation in which the horticultural industry can contribute
towards policy / strategy formulation and other government initiatives related to the
horticultural industry in Limpopo
The section does not propose interventions down to a detailed level – it merely proposes an
overall approach which, if adopted in principle, would generate more specific approaches. It
is clear, however, that a contact programme would have to cover a very broad spectrum,
encompassing, amongst others, Government Departments and various other government
agencies, and issues ranging from local and regional importance, and general agricultural
issues to industry-specific issues.
This requires that the implementing agent of the THDP is well equipped regarding human
capital, equipment and funds to be able to provide quality, efficient and effective services to
the sub-sector. Communicating information, essential to decision making on the farm and for
the market, is recognised as a key role of a proposed implementing agent. The implementing
agent must represent all sections of the industry at a political level.
The horticultural industry in Thulamela has to operate within an official policy environment,
and the successful partnership between the industry and government should serve two
purposes:
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1. To ensure that government policy/strategies are implemented and supported and that
it makes the contribution to the overall welfare and success of the region.
2. To ensure that the horticultural industry in Thulamela has the opportunity to grow and
develop and be a viable contributor to the regional economy, giving effect to the
industry’s obligation of informing local and provincial Government of its needs and
challenges.
Defining the intervention and sub-interventions
This issue is potentially one of the more difficult to strategise. Reasons are the following:
•

•

•

•

•

Per definition, elected governments (on all levels) operate in a political mode, and any
implied criticism can easily be defined as political opposition or non-alignment with
goals.
The issues discussed in this section lie far wider than the horticultural industry in
Thulamela. It is in the first instance an issue for agriculture as a whole and at even a
wider level, commerce and industry.
The term “government” includes, in the case of the horticultural industry, a number of
departments who all operate according to different styles and possess different levels
of capacity.
A horticultural industry in Thulamela would have to do a great deal of homework on
any issues on which it makes representations to local, district and provincial
government, to ensure that all involved parties are treated equitably and benefit
equally.
The overwhelming influence tribal authorities still execute in so far as land ownership,
land administration and land reform initiatives are concerned.

It is recommended that strategic thinking be split along the following lines:
•

•

What agriculture in Thulamela as a broad industry should be doing to enhance
relationships with, and service and support from government, and how the horticultural
industry in Thulamela can become part of these actions?
What lies within the power of the local horticultural industry itself (i.e. on issues specific
and unique to the horticultural industry), and what strategies could be defined for
achieving focused objectives in this regard?

It is recommended that the prime intervention with regard to relationships with government be
defined as follows:
“To communicate effectively with government at all levels, in conjunction with organised
industry structures (Subtrop, CGA, SAAGA, Potatoes SA, etc.), in order to ensure that the
horticultural industry in Thulamela has an ongoing open line to government and to ensure
that the objectives of both government and of the industry in Thulamela are most
effectively served”
The avenues for achieving this objective are likely to be twofold:
1. Improving the extent to which organised agriculture effectively represents the
specialised and specific requirements of the horticultural industry in Thulamela
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(perhaps through a Thulamela Horticultural Industry Association with membership on
key organised industry structures).
2. Creating a body or structure which is representative of all interests in the Thulamela
horticultural industry (including producers, exporters, other participants in the value
chain, labour and communities) and engaging with organised industry structures and
Government through such a body (Thulamela Horticultural Industry Association THIA).
Both these approaches would require the creation of a highly representative body or grouping
within the Thulamela horticultural industry (the suggested THIA). THIA would be (a)
legitimately representative of all the interests and parties in the industry and (b) from time to
time receive specific mandates from the industry to engage with government (and other
representative structures in agriculture) on particular issues.
It is suggested that a list should be compiled of all government departments with which the
Thulamela horticultural industry has contact. We recommend that this is one of the many
possible follow-up actions which would emanate from the THDP of creating an industry-wide
body for representing the horticultural industry in Thulamela in communication with
government. The debate on this issue is likely to lead to a more precise definition of the nature
and methods of operation of such a liaison function, and greater clarity within the industry on
the most productive manner in which to pursue the goals of government liaison.
The implementation matrix and M&E matrix is presented in Appendix I: Table 9.
8.7.4.2 Proposed THIA institutional development and capacity
Section 8.7.4 gave a broad overview of the institutional environment in which the horticultural
industry in Thulamela must operate. The objective of this section is to make recommendations
on how to align the structures to effectively and efficiently implement the THDP.
Proposed positioning of the Limpopo Department of Agriculture and Rural
Development (LDARD) and THIA
It is proposed that the LDARD should introduce an implementation phase (say 5 years) with
an exit strategy over another 5-year period once adequate institutional capacity has been
established to continue with the implementation of the THDP. The THDP should be revisited
and adapted after the initial 5-year implementation phase.
Addressing the human and institutional shortcomings will require a thorough assessment of
the gaps at both human and institutional level. This will include identifying critical skill needs
for implementation of the THDP as well as farmers, and to develop a capacity building plan
based on the results of the assessment. Capacity building should be comprehensive and
tailored to the needs of the institution including professional training for staff as well as
providing them with basic tools/software to ease work.
The authors are fully aware that any implementation actions would be the final decision of the
Thulamela horticultural industry itself, primarily at the level of the LDARD, and subsequently
at the level of the constituent institutions to support LDARD in the execution of the strategy
(proposed THIA). The authors, therefore, make the following recommendations in a nonprescriptive manner, but as an indication of approaches that, in the experience of the authors,
have the greatest chance of successful implementation:
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It is suggested that the primary implementation agents for the proposed interventions in the
THDP should be the LDARD supported by the Vhembe District Municipality, the Thulamela
local Municipality and the proposed THIA. It is suggested that Government departments and
other agencies, could prepare strategies based on the recommendations of this Report and
the current status of strategies which are already in implementation. However, the authors
strongly recommend that in the long-term an arrangement be put in place at local level to
undertake overall coordination of the THDP through the proposed THIA. The THIA would act
as facilitator for the plan at industry level, to provide a strategic platform which has the whole
local horticultural industry as constituency, and to which the following principles ought to apply:
1. It should be able to operate efficiently in, at present, still a highly politicised
environment with a wide variety of stakeholders who are likely to hold disparate views
on a number of subjects. In order to be effective, the arrangement should have high
credibility with the highest number of stakeholders. This implies that it should not be
implicitly connected to or associated with any specific stakeholder or stakeholder
grouping, and definitely not with any political party. The design, credibility, stakeholder
acceptability and impartiality of THIA are of paramount importance to the development
and implementation of industry strategies. It is therefore suggested that THIA must
mainly consist of representatives of private sector16 stakeholders in the value
chain. The Association should only play an advisory role and should not be involved
with the day to day operational aspects of the THDP. This will ensure that the strategies
and actions implemented are in line with the needs of the horticultural industry in
Thulamela at large.
2. The THIA should have a small core of permanent or semi-permanent dedicated
managerial capacity in order to make a meaningful advisory contribution, but should
have the wherewithal to appoint project teams and project leaders on a matrix basis,
and who possess the required technical and managerial skills to advise the LDARD
and the proposed THIA.
3. The THIA should have a governance body that is representative enough to represent
all primary stakeholders, and it should have the necessary mechanisms in place to
resolve stakeholder differences.
It is further proposed that the THIA fall under the auspices of the LDARD but with its own
governance body to ensure comprehensive representation.
Proposed alignment of LDARD/THIA in support of a seamless value chain
Similar to the recommendation above, the proposed alignment of the LDARD / THIA “divisions”
is by no means prescriptive, it is merely a suggestion based on the experience of the authors.
The reader should also note that the proposed “divisions” must rather be interpreted as virtual
functional or service divisions and not as physical divisions. In this context, the services
provided by a “division” could be from several institutions (LDARD, DRDLR, Subtrop, etc.).
These may include the following:

16

Within the context of the THDP the private sector is defined as industry organisations (e.g. Subtrop),
agri businesses (e.g. Timbali, Green Farns Nut Company, AFGRI, ZZ2 etc.), pack houses and cold
storage companies, local and export market agents, input providers and private investors /
entrepreneurs.
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•

•

•

The core functions of production and marketing support should not be separate
“divisions” since marketing and production (volume, quality, compliance, etc.) are
closely interlinked. Having separate divisions result in a short circuit between these
two key roles in terms of the flow of information and the roles of all key stakeholders
in the value chain. The concept of having a seamless value chain is not supported by
splitting the functions into two divisions. These functions should be integrated into one
streamlined division to fully integrate marketing and production so that market
requirements are served to the best ability of the industry.
The authors also believe that horticulture is currently treated as one “commodity”. The
rate of progress to achieve the strategic objectives of THDP will increase if horticulture
is split into at least three separate divisions. All these commodities are simply too
specialised to treat as one. The proposed divisions per commodity group are:
Nuts
Subtropical Fruit
Vegetables
Information should be in a separate “division’. There should only be one official source
of horticultural information in Thulamela, and that must be within a Horticultural
Information Bureau hosted by the proposed THIA. Good reliable industry information
from a central official information hub (supported by existing industry organisations’
information bureaus) is a non-negotiable to develop a professional horticultural value
chain for Thulamela. It will require a dedicated professional and a comprehensive
information strategy (see Section 8.7.1.4) to achieve this objective. It is furthermore
suggested that cell phone technology should be used as the primary platform to give
farmers access to information.

The proposed “divisions” in support of a seamless value chain are presented in Figure 8.2. It
is not implied that all the required capacities should be available in the short to medium run
(industry currently too small). The figure below should rather be regarded as the ideal capacity.
In the interim, a number of these capacities can be outsourced to competent service providers.

Figure 8.2: Proposed divisions to support the THDP
Defining the primary intervention and sub-interventions
The key philosophy applied is that “structure must follow strategy”. In the previous sections,
many key interventions and sub-interventions were proposed which will require the capacity
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to support a seamless horticultural value chain in Thulamela that is up to an international
standard. The primary intervention may be defined as follows:
“To position and capacitise the LDARD/THIA as the key streamlined efficient,
implementing agencies to support a competitive, sustainable, profitable and prosperous
Thulamela horticultural value chain”
The proposed sub-interventions are:
1. To strengthen the position of the LDARD and in future the THIA.
2. To create in-house (limited) and outsourced human resources (network) capacity for
the horticultural industry in Thulamela.
3. To generate adequate financial resources.
The implementation matrix and M&E matrix is presented in Appendix I: Table 10.
8.7.4.3 Involvement of the private sector and out-grower model
This section deals with the establishment of one or more Agri-Park in the horticultural
production regions of Thulamela.
The proposed institutional framework of the future business model that will be created by the
parties suggests that an “Agri-Park” or “cluster” would best serve the transactional relationship
that would occur continuously in respect of products delivered and the exchange of goods and
services. However, it is important that a clear understanding is created upfront between the
parties as to what the concept implies. In other words: “What is an Agri-Park or cluster and
what are the benefits to be derived from subscribing to this particular business model”?
Various authors support the view that clusters refer to geographically bounded concentrations
of inter-dependent firms, which should have active channels for business transactions,
dialogue and communication (Rosenfeld, 1997). Without active channels, even a critical mass
of related firms is not perceived as a local production or social system and therefore does not
operate as a cluster per se (Rosenfeld, 1997). Clusters consist of private enterprises of various
sizes, including producers, suppliers, and customers, labour, government, professional
associations, and academic, research or training institutes. The Agri-Park approach is a
partnership among the local government, private sector and the community for economic
growth and employment generation, poverty alleviation and mobilising people and making
them work together in order to have a positive effect on the economic well-being of the
community. The preferred business model proposed by the authors is based on the cluster
approach, the so-called Agri-Park model. The model consists of the following elements:
•

•

A central, commercial agricultural services Agri-Park to assist small farmers, within
close proximity, to become independent commercial farmers and to organise the
formation of groups that can support them.
The main purpose of the Agri-Park is to provide mentorship, extension services,
agricultural inputs and services (including transport of product from farm to Agri-Park).
These include grading, quality control, cold storage, processing and other valueadding (e.g. packaging) and a market take-off (local, regional and international exports
if possible) for the horticultural products.
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•
•

The cost of the agricultural inputs and services will be deducted from the price that the
Agri-Park pays for the horticultural products.
Farmers will have to commit to supply the Agri-Park with their horticultural products for
as long as they make use of the services provided by the Agri-Park and / or when all
their debts have been recovered (they have to sign off their crop as collateral).

This model can have several variations since not all the horticultural crops are the same. They
may require different services and infrastructure; however, the principles remain the same.
The farmers must provide the Agri-Park with produce through a grower’s contract. This is
achieved by signing a MOA which entails that they will provide their crop as collateral for the
services and co-operate with the Agri-Park to make sure that all products are produced with
good agricultural practices to enhance the uniformity of product and quality.

External Role-Players (All spheres of Government, Financial Sector, CSO's, Other

Primary Sector
Growers

Secondary Sector Agro-processor
(Agri-Park)

Market Access Domestic/International

Value-chain
Demand Driven Requirements

Satisfy Demand for
Horticultural Products

Reciprocal Benefits

Reciprocal Benefits

Reciprocal Benefits

Cashflow

Cashflow

Access to
Mechanization Pool

Manage Mechanization Pool

Skills Transference

Facilitate training & skills transfer

Access to Credit
Advances and inputs
Access to Technology

Administer credit and
agricultural inputs

Flow of Payments and Cash
Generation

Supply and Deliver
ito Production
Budgets

Technology Updates

Figure 8.3: Agri-Park Transactional Interplay
Once the Agri-Park business model is implemented, the parties will be able to derive benefits
from the inter-dependent business relationships, especially the growers. The group of growers
will implicitly fulfil their obligations, without consciously being aware of a contract created, in
the normal course of engagements. It will become the accepted modus operandi as they
develop and grow within the Agri-Park business model.
The perceived lack of understanding and absence of general business sophistication on the
part of the horticultural growers may initially cause scepticism and doubt to arise regarding the
efficacy of the Agri-Park model. The growers may question the intentions of the secondary
agro-processor, or implementation agent, insofar as the future fulfilment of its contractual
obligations is concerned. This could apply to the notion of a fair market price paid for their
produce, logistical support functions or whether the appropriate empowerment mechanism to
stimulate small-scale agricultural development for rural communities was selected.
These concerns can only be resolved if there are proper communication flows between the
parties. It is preferable that a preliminary forum be created to facilitate dialogue between the
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parties so that there is absolute clarity of what the expectations are. This will eliminate any
ambiguity and misunderstanding regarding the contractual obligations of the parties. An
attempt should be made to explain the economic advantage of the economy of scale business
principle, especially with regard to funding implements and equipment needs for individual
small-scale farms. The benefits of collectivisation and mobilisation of effort will enhance the
sustainability of each production unit and ensure the attainment of the desired socio-economic
outcomes.
Implementation of Agri-Parks
The Agri-Park envisaged for Thulamela horticulture will comprise three (3) tiers, namely:
1. The Implementation Agent (Newco)
2. The Horticultural Growers represented by a co-op or participating as individual farmers
3. External Role-players and service providers
The transactional responsibilities of the parties can best be summarised by the following
diagrammatical illustration below:

Figure 8.4: The proposed Agri-Park concept
It is recommended that all future collaborative relationships between the various parties be
governed in terms of a series of Memorandums of Agreements to be executed. This will
strengthen and affirm the institutional framework which is envisaged. The composition and
obligatory content of these documents must be determined by means of consensus based on
expectations and reasonable fulfilment by the parties concerned. The flow of future
transactions should address multiple business objectives such as supply and demand
requirements and reciprocal logistical support functions such as access to agricultural inputs,
mechanisation pool, financial resources, transport, cold storage, processing and or packaging,
marketing and promotion and technical skills transfers, etc.
Concluding remarks on horticultural Agri-Parks
In order to maintain market competitiveness, food safety and traceability the modern
agriculturist should be equipped with practical skills and theoretical knowledge which is
relevant and crop-specific in order to improve the success rate of the enterprise. Factors such
as climatic conditions, soil health, pre-and post-harvest management technology must be
learnt, preferably in the classroom and in the field to create the right degree of awareness and
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understanding as opposed to the expedient approach. It is, therefore, imperative for the
horticultural growers to be adequately skilled in all the “best practices” of horticultural
production. Whether this training and skills transfer will emanate from effective mentorship or
modular/platform training sessions offered by external institutions, it becomes a nonnegotiable issue and should be seen as a pre-requisite requirement.
Defining the primary intervention and sub-intervention
The primary and sub-interventions, so as to ensure meaningful participation by the private
sector to achieve the strategic objectives of the THDP, should centre around three key
elements:
•
•
•

Meaningful participation of the private sector in guiding strategies and actions of the
LDARD / THIA.
Horticultural grower’s issues to ensure sustainable quality supplies of fruit to the
proposed horticultural Agri-Park (s)
The establishment of commercial private sector driven horticultural Agri-Parks in
support of an efficient, competitive horticultural value chain in Thulamela.

Although there are many differences on individual farms, they experience the same problems
to a larger or lesser extent. It is of paramount importance to address the farm issues in an
implementation plan. The primary intervention may be defined as follows:
“To achieve a prosperous horticultural industry in Thulamela that is supported by all
stakeholders, and within which the government’s key role is to create an environment
conducive for rural development and economic growth and where the private sector is the
key implementation agent to develop an efficient, competitive, sustainable and profitable
horticultural value chain”
In order to meet the objective of the primary intervention, the following sub-interventions must
be addressed:
1. Establish the Thulamela Horticultural Industry Association (THIA) representative of all
stakeholders in the value chain.
2. Establish horticultural grower groups and or co-ops (if they do not already exist) and
dedicated secretariat and production plans.
3. Establish horticultural Agri-Parks pilot projects.
The implementation and M&E matrix is available in Appendix I: Table 11.
8.7.4.4 Human resources development
This section concerns itself with the intervention of Human Resources Development (HRD),
which is an important force for effective transformation. As such it relates directly to strategic
issues discussed in other interventions, notably in the intervention on Access and Economic
Empowerment. It is therefore important that these two interventions be read in conjunction.
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The objective of this section is to propose interventions that will enhance the overarching
objectives of the THDP by recommending interventions to address the development and
management of human resources in the horticultural industry in Thulamela. It should be
noted that virtually all the other interventions require the further development of human
resources (including high-level resources at technical and managerial level).
The core focus of a human resource development intervention is to enable the horticultural
industry to move towards a situation where not only the basic requirements of HRD are met,
but one of “creating opportunities beyond expectations”. This should include, but should not
be restricted to, Adult Basic Education and Training, Secondary and Tertiary education, Skills
Development and a Facilitated Mentoring programme. It is impossible to develop competitive,
profitable and sustainable horticultural value chains if there is a lack of human capital to
support these value chains.
Key issues
The issue of HRD contains many considerations related to economic empowerment and
Integrated Rural Development. For the purpose of this section, issues broadly related to the
human resource development area are summarised in the following categories: Training and
Development and Legislative Compliance.
Training and Development
•
•
•
•
•
•
•
•

Literacy levels of workers are a major problem for transformation.
Introduction of dedicated subject matter at secondary school level for potential farmers
Trained mentors should be made available for new entrants.
Business management training should always be included with the technical elements.
Trained farm managers are needed.
Learnerships are challenging to access – procedure too involved and long-winded.
Course content should be identified.
Training needs analysis in the whole value chain to be undertaken and shortages
identified.

Legislative framework
•
•

•

Uncertainty about labour legislation/compliance to be addressed.
Fair labour practices and transparency are important. It should be clear that child
labour on horticultural farms will result in an insurmountable trade barrier to high-value
markets such as Europe, the UK, USA and Canada. In general child labour is defined
as a person under the age of 15, and a “young person” as a person over the age of 15
but under the age of 18. It is of paramount importance for the horticultural industry and
all its supporting institutional structures to convey a clear message to
farmers/processors that they will automatically be excluded from high-value markets if
they do not exercise ethical standards.
Other ethical issues routinely audited for Fair Trade / GlobalG.A.P / EurepG.A.P and
others include compliance with labour legislation (minimum wage, working hours and
-conditions, maternity leave, annual leave, sick leave, UIF, Workmen's Comp, etc.) and
environmental legislation.
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Defining the primary intervention and sub-interventions
The primary intervention may be defined as follows:
“To achieve a prosperous horticultural value chain in Thulamela that is supported by all
stakeholders, and within which all participants are fully trained for their responsibilities,
have the opportunity for further training and advancement, are viewed as partners in the
enterprise, and operate under conditions of full compliance with the legal framework
affecting employment in the industry”
In order to meet the primary intervention objective, the following secondary interventions must
be addressed:
1. Improving training and development within the horticultural industry in Thulamela to
ensure that the horticultural industry is staffed by well-trained, competent and
productive employees.
2. Legal compliance to assist all parties in the horticultural industry to comply fully with
the letter and spirit of legislation affecting employment in the agricultural industry by
ensuring that all parties are fully aware of the relevant legislation.
3. Specific focus on technical and vocational education and training (TVET) policy in
Thulamela as the framework and the implementation tools that can be harnessed by
the industry to improve skills Development.
4. Workplace relations to improve the participation and motivation of employees in the
horticultural value chain (inclusive of all workers in the value chain) and through
improved transparency and communication.
The implementation and M&E matrix are available in Appendix I: Table 12.

8.8

Risk and risk mitigation

The most significant risk of the THDP is that, like many other plans, it will end up somewhere
on a shelf, never to be implemented. The THDP should be a living document to be adapted
as circumstances change (regarding both human resources and financial capacity,
infrastructure etc.). Although there are many other risks, 9 key risks have been identified which
are of paramount importance to mitigate to prevent an allover inefficient implementation of the
THDP (see Table 8.1).
Table 8.1: Implementation risks and mitigation of risks

NO

1

2

Risk

Risk
level
(1=high,
5 =low)

Mitigation

A powerful motivation for the implementation of the THDP exists. However, the
To not get the buy-in from
implications of not implementing the strategy should be communicated on a very high
other government
level to mitigate or eliminate the risk of not being implemented and supported by other
Departments and supporting government Ministries and supporting agencies. If the THDP is not implemented (at
agencies
least partially but preferably all strategies) the Government will not be able to reach its
objectives.
A high-level event should be initiated by TLM where all the relevant Government
Departments and Agencies AND all possible Donor organisations, World Bank,
To source adequate financing Development Banks and any other potential funders are invited. The key objective must
to implement the THDP
be to split funding between what is possible from own (LDARD, VDM, TLM) funding and
funds that can be accessed from other sources.
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NO

3

4

5

6

7

8

9

Risk

Risk
level
(1=high,
5 =low)

Mitigation

To mitigate this risk, it is proposed that Government make funding available (in the form
of grants or soft loans) to one or two local entrepreneurs with the capacity to implement
and to manage a successful Agri-Park. Once there are one or two successful operating
parks, it will be much easier to find investors to establish more of the Agri-Park concept.
Lack of adequate human
LDARD to implement a programme where highly skilled horticultural consultants are
resources capacity to
contracted to build capacity. The capacity building program should include, farmers,
manage activities and
local processors, LDARD / THIA staff and key staff from other Government
programs of the THDP (key Departments and Agencies, and others. A key focus should be on extension officers.
focus horticultural capacity) Intensive capacity building program of at least 5-years.
While the consultant believes that the value chain is activated from the market side
down to the productions side and not the other way around, it is impossible to develop a
Lack of capacity to implement marketing value chain without a sustainable product supply base which can comply with
a successful market
market requirements (quality, food safety, environmentally and ethically friendly etc.).
readiness program.
The inability to transform Thulamela farmers from the current situation to market ready
is considered as a very high risk. Mitigate by implementing the proposed market
readiness program in target regions as soon as possible.
It was pointed out in the logistics sub-intervention section that there are numerous
logistical problems (secondary roads, lack of cold chain, lack of irrigation water etc.).
Lack of resources to provide The development of the first Agri-Parks should be in one or more of the identified
basic infrastructure
regions for horticultural development, and government must ensure that the basic
infrastructure is available before the park is established or parallel to the development
of the Agri-Park.
It was pointed out that the current information system is fragmented and is not
conducive for the development of a horticultural value chain of up to an international
standard. It was also pointed out that a lack of a professional "one-stop" official source
Lack of capacity to establish
of information may result in inefficiency in the value chain. To mitigate this risk, it is
an efficient central
suggested that LDARD / THIA consult a professional independent service provider with
information system
many years of experience in horticultural information management to build local
capacity and to establish one official information centre/bureau for horticulture in
Thulamela.
Restructuring and positioning
The consultants are of the opinion that political will is necessary to transform
current supporting institutions
organisations since there are always vested interests. On the positive side, the
(public and private) to support
horticultural industry in Thulamela is in its infant stage, and it should not be too difficult
a seamless horticultural value
to restructure existing and create new institutions where necessary.
chain
To not engage effectively with
To mitigate this risk, it will be necessary for LDARD to establish the proposed THIA and
the private sector when
to ensure that the individuals that serve on the board are in a position to make a
formulating strategies and in
valuable contribution. A dysfunctional THIA will not be conducive to align the strategies,
the implementation of the
functions and activities of Government with the needs of the private sector.
THDP
Cannot find investors to
invest in the proposed AgriParks

8.9

Monitoring and evaluation plan

The reader should note that the proposed plan is a very comprehensive development plan. It
is by no means implied that the entire plan be implemented in the short to medium term.
Interventions should be prioritised and implemented depending on the availability of funding.
A detailed implementation and monitoring and evaluation matrix is available in Appendix I of
this Report. It is proposed that the project and Report be viewed as moving through the
following status levels:
Level 1: As the end product of a project commissioned by the FPEF / DST partnership (PHI),
but as yet without any official status. This is the current status of the report.
Level 2: As a product carrying the approval of the FPEF / DST partnership (PHI), but not yet
of the stakeholders. This implies that the VDM, TLM and the LDARD attach its approval to the
document as a proposed plan, and circulate it for comment to all relevant stakeholder bodies.
It is proposed to set a due date for final comments by stakeholders.
Level 3: As an overall development plan of the Horticultural Industry in Thulamela. At this
stage, further decisions can be taken on implementation, phasing of activities and
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arrangements to ensure the best possible implementation process. It is proposed that
stakeholders indicate their acceptance of the document by a certain date (established by VDM
and TLM).

8.10

Prioritisation of interventions

To achieve the strategic objectives of the THDP 4 key intervention areas with 17 subinterventions and several actions for each, are proposed. Implementation of all these
interventions to attain the desired sectoral growth will be a daunting task and not necessary
in the short to medium run. However, there are some "impact-makers" (6 interventions) which
could be addressed and could aid in resolving many of the key challenges that currently
impede the growth of the industry (please note that intervention area 3 is not regarded as
high priority in the short-term). These 6 interventions linked to the intervention areas are:
Intervention area 1: Market readiness
Proposed sub-intervention 1: Market readiness program
Objective: To support farmers to become market ready through an intensive program which
addresses all the gaps between the current level of market readiness and the desired level of
market readiness for identified market access opportunities.
Proposed sub-intervention 2: Technology transfer
Objective: The proposed intervention supports the overall strategic objective of the
horticultural industry in that it should lead to efficient technology transfer, to ensure sustained
horticultural development, growth, competitiveness and profitability.
Proposed sub-intervention 3: Value adding and processing
Objective: Progression towards value adding to the product itself should start by value adding
per ha by increasing production per ha and by improving quality through good agricultural
practices and post-harvest practices. The purpose is to identify bankable interventions at each
level of the value chain within the ambit of value adding (including processing).
Intervention area 2: Market access
Proposed sub-intervention 1: Market development
Objective: The proposed intervention should create sustainable and efficient mechanisms by
means of proactive actions that will address inefficiencies that exist in the marketing chain,
enhance competitiveness, improve and sustain profitability and improve the industry’s ability
to take advantage of new market opportunities on the domestic and international frontiers.
Intervention area 4: Institutional and human resources development
Proposed sub-intervention 1: Capacity of institutions supporting the horticultural
industry
Objective: To position and capacitise the LDA project management unit (PMU) and the
proposed THIA as the key streamlined efficient government/private sector agency to support
a competitive, sustainable, profitable and prosperous Thulamela horticultural value chain
Proposed sub-intervention 2: Private sector involvement and out-grower model
Objective: To achieve a prosperous horticultural industry that is supported by all stakeholders,
and within which the government's key role is to create an environment conducive for rural
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development and economic growth and where the private sector is the key implementation
agent to develop efficient, competitive, sustainable and profitable horticultural value chain.

8.11

Potential investors

The public sector provides strategic direction for agriculture; chooses appropriate
technologies; provides almost all of the capital used in the sector and assumes most of the
risk associated with sector performance. To date, the participation of the large-scale
commercial private sector has been only marginal. The large-scale commercial private sector
has been providing little capital, assumes minimal performance risk within the sector and
demonstrates little strategic initiative in Thulamela.
It is therefore suggested, that in order to attract any potential investors to develop the
horticultural potential of Thulamela, key fundamental issues must be addressed:
•

•
•

•

•
•
•
•
•

Detailed identification of availability of water sources close to high potential land
pockets and preliminary estimates of the development costs of bulk irrigation water
supplies or the revitalisation of existing irrigation schemes. Meaningful land pockets
need to be identified. Potential investors will not be interested in taking the risk on less
than 100 ha (mega project). The key investment focus must be the establishment of
the proposed commercial Agri-Parks model.
Identify existing land and water ownership and negotiate a long-term lease agreement
to make resources available and / or to purchase land and water rights (min 25 years).
Identify suitable farmers in the same region to be included as out growers in the AgriParks model. It should be obvious that this will not only contribute to economies of
scale, but it will also be more acceptable for the Thulamela inhabitants regarding the
socio-economic benefits.
Conduct a pre-feasibility study considering a preliminary land use plan aligned to
potential markets (identified in this study), the estimated investment (CAPEX),
estimated OPEX.
Estimate the CAPEX and OPEX for upstream investments in packing, cold storage,
fruit processing and marketing.
Estimated cash flow and net profits for the Agri-Park – location specific. Financial
analysis should include IRR, NPV and a payback period.
Split short-, medium- and long-term capital requirements to identify possible
funders/investors.
Add potential Government grants and or investment incentives.
Compile an investment prospectus for the specific investment.

It is highly unlikely to attract any potential investors if basic detail on the potential investment
is not available.
In addition, a more fundamental problem that local government needs to deal with is the fact
that the agribusiness investment environment in Thulamela remains unattractive to the private
sector. When asked to compare the business environment in Thulamela with the one with
which they are most familiar in neighbouring Capricorn, three knowledgeable agri-business
investors confirmed to the authors that the primary constraint to their involvement in Thulamela
was the security of land and water use rights, political instability and high crime levels.
Elements of a plan designed to improve Thulamela‘s business environment of necessity must
include a land reform process, legal methods for forming public-private partnerships and
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productive and sustainable ways for engaging qualified strategic partners in the rehabilitation
of dormant or underutilised agribusiness assets. It also needs to include ways to activate
sustainable sources of competitive advantage and the more strategic application of local
government’s regulatory authorities.
It is therefore of paramount importance to address these issues if Thulamela wants to attract
any meaningful investment in the horticultural sector. Potential private sector investors in the
Horticultural Development of Thulamela could be:
•
•
•
•
•

Existing successful Agri-Park operators (e.g. Nwanedi/Timbali).
Commercial farmers and pack houses already involved in the horticultural industry in
neighbouring Capricorn.
Other mega farmers in South Africa (e.g. ZZ2, Green Farms Nut Company, Du Toits,
Fruit Farm Group South Africa, Southern Fruit, etc.)
Exporters
International investors (Royal Group in Saudi, Univeg, Etc.)

Possible financial institutions for infrastructure development:
•
•
•

Development Bank of Southern Africa
African Development Bank
World Bank / IFC

The bottom-line is that the Thulamela Municipality should create a business environment
conducive to investment in the horticultural industry.

8.12

Chapter summary

The horticultural industry in Thulamela could contribute significantly to the well-being of the
Thulamela population, directly and indirectly, through its forward and backward economic
linkages. However, producers of horticultural products are facing a combination of domestic
and international commercial obstacles. The key objective of this project was to develop a
plan to overcome many of these obstacles. It is concluded that the overall strategic objective
of the THDP should be to create an efficient Thulamela Horticultural Value Chain through:
•
•
•

Enhancing equitable access and participation in the value chain
Improving global competitiveness & profitability of the value chain
Ensuring sustainable resource management conducive to the development of a
sustainable value chain and market access

In support of this overall strategic objective of the THDP four key intervention areas were
identified:
•
•
•
•

Marketing support
Market access
Natural resources management
Institutional and human resources development

It is concluded that there are no individual interventions on profitability, competitiveness and
sustainability. The approach rather taken, is that the sum total of interventions in the areas of
marketing support, market access, natural resources management and institutional and
human resource development should, collectively, support a complex and multifaceted overall
strategy to enhance profitability, competitiveness and sustainability. The overall objective of
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the LHDP can only be realised if sustainability, profitability and competitiveness are supported
and enhanced by way of every other subsidiary intervention. All other interventions can,
therefore, be seen as activities that should support these cross-cutting pillars.
Several sub-interventions, actions and expected outcomes were developed for each of the
key intervention areas in support of the overall strategic objective of the THDP.
The eventual implementation of all these strategies would ultimately result in achieving the
strategic objectives and targets of the horticultural industry in Thulamela.
The key risks in the implementation of the THDP were pointed out. With strong leadership,
these risks can be managed and mitigated.
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9. SUMMARY AND CONCLUSIONS, RECOMMENDATIONS AND POLICY
IMPLICATIONS
9.1

Summary and Conclusions

Although some small-scale farmers in TLM already produce agricultural products, this produce
is not necessarily what the market wants. It is, therefore, necessary to do a market and value
chain analysis to identify the horticultural opportunities for small-scale farmers (commercially
orientated). It is important to note that there are three basic components to any agricultural
market (in fact for most commodity markets). These include:
•
•
•

The supply side.
Transaction costs.
The demand side.

It is therefore appropriate for the design of a development plan for Thulamela to consider all
these elements to ensure efficient market access for small-scale commercial farmers.
A major barrier to markets (the demand side) is also when there are restrictions on the supply
side that lead to failure on the part of producers to be ready to access the opportunities
provided by the market. It should be evident that if these issues are not addressed, it will be
impossible to produce products sustainably and, subsequently, to access the market.
It should be clear that it is convenient from a practical point of view to address the agricultural
development plan on three levels, i.e.:
•
•
•

Market readiness (mainly agricultural products supply and transaction costs).
Activities or actions to reduce transaction costs.
Market access (demand by markets).

From the comprehensive overview of the demography and socio-economic status of the
project area provided in Chapter 2 the following can be concluded:
•

•

•

•

The outcome of the spatially distorted settlement pattern is twofold. Firstly, the
settlement pattern seems not to be integrated with the economic base and
consequently does not generate the required economic opportunities, including the
much-needed agricultural opportunities. Secondly, the fragmented settlement system
is highly insufficient regarding the provision of the necessary utility and social
infrastructure.
The overview indicated the need for job creation to reduce the dependency ratio, the
need to empower the youth and women and a number of obstacles to achieve these
objectives.
Agriculture seems to have a comparative advantage over the other income generating
sectors, and the proposed plan needs to strengthen this foundation further. As such,
this justifies the need identified by the Post – Harvest Innovation Programme for the
development of a horticultural development plan for the Thulamela area.
The overview further attempted to highlight the importance of land and agrarian reform
intervention by means of the proposed Plan, and the critical need to address the
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•

prevailing determinants pertaining to spatial and social inequality and justice within the
area.
Although there are signs of improved social capital formation, the area and
communities are still caught up in an irreversible geographical settlement pattern with
a clear footprint of the dominant role that the tribal landowner status and its spatial
distribution are playing in the lives of the communities. Any attempt to come up with a
practical and sustainable horticultural development plan will have to overcome this
constraint by involving these tribal authorities as co-implementers and beneficiaries
alongside with the targeted communities and individual emerging farmers.

From the status quo analysis in Chapter 3 it can be concluded:
•

•

•

•

•

•

•

•

There are four levels of government (National, Provincial, District and local). It is
essential that the THDP support the policies, strategies and plans of all the levels of
government to ensure government support for the Plan.
The Agri-Park model promoted by the DRDLR is in principle a very good concept to
address the challenges of smallholder farmers. However, it is important that all the
elements for success (land, water, infrastructure, equipment, mentorship and training,
financing and market access) are addressed during implementation and that the park
is operated by the private sector. The Nwanedi / Timbali Agri-Park is an excellent
example of the concept.
In general, the climate in Thulamela is conducive to the production of subtropical fruit
and vegetables. However, it is important to take cognisance of the potential negative
environmental impacts (e.g. erosion, water pollution etc.) and to mitigate these
impacts.
The general forecast for 2050 for the 4 climate areas in Thulamela was calculated and
a general warming trend between 1°C and 5°C has been calculated. Plants cannot
adapt to such rapid climate change at the extreme top end of this range. The general
rainfall pattern will also be affected by climate change over the next 4 decades. The
expectation is that up to 20% less rainfall could occur in the summer and possibly a
total loss of rainfall that was common during the winter period.
Certain areas in Thulamela have a much higher dryland potential compared to
irrigation potential since access to irrigation water is limited. It is estimated that the
maximum area of high potential land that can be irrigated is about 4000 ha (considering
soil quality and water availability). The northern and south-eastern areas of Thulamela
have the highest soil suitability for irrigation.
Since the Municipal borders changed recently (in 2016), recent statistics remain a huge
challenge. The research team had to rely in many cases on their own estimates based
on the scattered information.
The role of the public-sector agencies cannot be minimised regarding its importance
to meet the needs of the small-scale producers in the TLM. However, the programmes
and interventions of the private sector (e.g. commodity groups, commercial farmers
and other agribusinesses) can and must make a significant contribution towards the
success of the THDP.
It is evident from the baseline data disseminated that the overall situation appears to
be less than favourable in terms of the inputs provided by the groups of respondents
representing their specific commodities. In general, there is a lack of access to natural
resources, infrastructure, equipment, technical support and access to finance.
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•

•
•

•

•

•

•
•

•

•
•

•

Apart from the respondents from the irrigation scheme involved in vegetable production
who participated in the survey, none of the subtropical fruit small-scale producers at
present relies on irrigated production.
The IWMI information indicated that existing irrigation infrastructure and infield
systems are in poor condition and a number of the schemes are not operational.
The International Water Management Institute (IWMI, 2017) is the only recent source
of information on the state of irrigation agriculture on 13 irrigation schemes in
Thulamela. The information provided by the Institute confirms the challenges reported
by farmers during this study.
Based on the data supplied, the majority of the fruit produced is considered to be either
class 2 or even class 3 (to a large extent linked to lack of irrigation water and other
inputs).
Based on the data provided by the IWMI, it is clear that some intervention is required
to attract more youth and women in irrigation agriculture. This should include deliberate
interventions to strengthen the potential human capital, including incentives to attract
potential young farmers.
The feedback provided from the sample groups provided a mixed response on land
preparation. Some of the respondents indicated that conventional methods were being
applied, while others stated that they relied on traditional knowledge systems.
The overwhelming response received from all the groups interviewed indicated that
they have no or very little access to post-harvest technology.
It can be concluded that current extension services are not delivered consistently
across all commodity groups. A huge concern is the number of commodity groups who
complained about the lack of access to CASP grant funding.
The assessment of marketing arrangements in TLM is of major concern. A market
failure exists for semi-commercial and small-scale producers. Unless the TLM
horticulture development plan addresses the complexities caused by market failure,
the future outlook for small-scale – and semi-commercial producers will remain
negative.
Financing small-scale commercial farmers should be a key element of the proposed
Horticultural Development Plan for Thulamela.
The largest irrigation scheme is Tshiombo (1 270 ha). From an upgrading or
development perspective, it will therefore probably make sense to concentrate on the
largest scheme and when this scheme operates efficiently, to target the others.
It should be clear from all the background information that there are huge socioeconomic challenges in the Thulamela Municipal area. However, the region is
endowed with natural resources in some parts which are conducive to grow high-value
horticultural crops.

The environmental analysis in Chapter 4 indicates that there are several environmental issues
which need to be considered in the THDP. Particular emphasis has been placed on the
following parameters which have been determined to be of importance to the region:
•
•
•
•
•
•
•

Water Quality;
Access to water and distribution;
Soil Erosion;
Illegal Sand and Clay Mining
Pests and Diseases;
Biodiversity Loss;
Habitat Fragmentation;
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•
•

Lack of Implementation of Legislation/Governance; and
Waste Management.

The market analysis in Chapter 5 indicates that the local market will continue to show strong
growth due to:
•
•
•

Continuous growth of the middle class – both in population and disposable income;
General population growth and associated rise in food demand; and
Increase in demand for certain food types from Africa - particularly from South Africa

The economic growth potential of Africa will open up new markets, and it is known that the
South Africans cannot supply the increasing African demand. New large-scale entrants are
needed. The conclusion is that the food market segment will show significant growth in the
future. Such a scenario will benefit any future horticulture production in South Africa.
Internationally, retailers are an essential driver of changing global dynamics in agro-food trade,
production and employment. Supermarkets coordinate value chains that link production,
processing, retail and consumers, leading to a decline in traditional wholesale and wet markets
in many countries. A major obstacle for smallholder producers is compliance to supply these
retailers.
The most prominent concern of small-scale producers is their inability to produce and supply
volumes that will justify logistical- and other marketing costs.
The consultant concludes, based on the market analysis, that the following fruit types can
maintain healthy industry growth at both production- and processing levels:
•
•
•
•
•

Macadamia
Avocado
Citrus – oranges and lemons
Mango
Banana

As far as the vegetable types are concerned, the assessment is that the following vegetable
types have potential to become influential industries in the TLM area:
•
•
•
•
•

Potato – although not known in the area it needs a second consideration
Onions
Tomato
Cabbages
And many other outside of season vegetables.

A number of the identified horticultural enterprises have strong value-adding opportunities in
the TLM area. These include amongst others:
•
•
•

Pre-packaging
Processing into products such as jam, atjar, guacamole, dried fruit and juice
A major value-adding opportunity which is often overlooked in value-adding per ha
through increases in yield and improved quality.
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Chapter 6 gave an evaluation of the service needs for farmers based on a study which was
conducted by the consultants in the Western Cape but with high relevance to the THDP. The
following can be concluded:
•

•

•
•

•
•
•

•

•
•

•

•

Subsistence and smallholder (commercial aspirations) farmers indicated significantly
fewer research needs compared to the broad commercial category. This can probably
be explained by the fact that many of these farmers have not been exposed to the
research facility to the same extent as commercial farmers. The conclusion to be drawn
from the survey is that agricultural research is a cross-cutting service between all
categories of farmers. It is not necessary within the broad concept of research to have
a separate research service for different farmer categories.
Many of the subsistence and smallholder farmers with commercial aspirations regard
transport of information and other sessions as a serious obstacle towards technology
transfer.
The results indicate that small commercial farmers also place a much more significant
emphasis on other essential services compared to research.
Most farmers across the spectrum of farmer categories and farm enterprises indicated
that services to enhance land use and water rights is of critical importance to ensure a
stable agricultural sector and for the growth of the sector.
Electricity supply was pointed out by subsistence farmers as a specific need.
Subsistence and smallholder farmers (with commercial aspirations) need basic
services related to access to inputs and production practices.
Other important services which were mentioned by most of the farmer categories were
assistance with applications for funding, both commercial financial institutions and
sourcing of government-sponsored grant funding.
A major distinction between smallholders and commercial farmers is the emphasis on
different market destinations. In the case of the majority of smallholders, the emphasis
is more on the local market. The issue of compliance was mentioned in several group
sessions as a key area to be addressed (albeit on different levels).
The smallholder farmer (with commercial aspirations) shows an interest in mainly the
local market price and volumes but not much interest in strategic information.
It is also interesting to note that the fruit farmers (more complicated crops and in many
cases more progressive farmers) show a keen interest in both market information and
strategic information.
The maintenance of roads and fencing was rated high by most of the farmers.
Smallholder farmers (with commercial aspirations) regard processing, packaging, cold
storage and mechanisation services as important since they do not have this
infrastructure available on their farms.
Subsistence farmers regard training and education, health care and in some cases
institutional reform services as important.

In conclusion, a well-coordinated effort will be required with each agency mandated to deliver
a specific service on a parallel basis.
The potential development impact of several development alternatives was demonstrated in
Chapter 7. It can be concluded that:
•

A 1 000 ha fruit, nuts and vegetable irrigation development in the Thulamela region
can potentially make a huge contribution to employment and as an injection in the
local economy. The estimated development costs will be about R231 million or
R231 000 per ha (excluding the value of land). Once fully developed, the gross
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•

•

•

•

income will be nearly R114 million per annum. The project will only break even in
16 years. During the development phases, it is estimated that around 1 846
permanent equivalent jobs will be created based on the investment multiplier.
About R34 million will be paid in taxes to the National Treasury and approximately
R1.2 million in local taxes. Once fully operational the output multipliers indicate
that the project will create 1 024 permanent equivalent job opportunities and will
contribute R152 million to the GDP.
Since smallholder farmers will remain a reality in the foreseeable future, the
potential for upgrading a typical smallholder vegetable farm through the
establishment of Agri-Parks was demonstrated. The analysis shows that a 0.5ha
farm is probably the minimum farm size that can at least sustain a minimum wage
for an individual farmer.
Similarly, it was demonstrated that a 5 ha macadamia farm, linked to an Agri-Park,
can potentially (albeit with a considerable cash flow challenge in the first 8 years)
generate an income which is far above the minimum wage.
The potential for cut flowers was demonstrated. The conclusion is that it may be
an opportunity for some farmers in the TLM but on the condition to find a
commercial partner, preferably from the Netherlands.
Finally, the economic multipliers were calculated for a maximum area of 4000 ha
of horticultural crops which can be developed on high potential land (assuming that
the availability of irrigation water will be a major restriction). The result indicates
that such a development can make a significant contribution to create jobs both
during the development phase (6 156 jobs) and long after when the area is in full
production. It is estimated that the annual gross income when the project is in full
production (about R528 million) will result in 4 616 jobs in the broader economy
and will annually contribute about R702 million to the economy.

The proposed Thulamela Horticultural Development Plan (THDP) in Chapter 8 is based on
challenges that were identified during the study. In general, these challenges can be
categorised as three key challenges:
•

•

•

Market readiness – defined as the ability of the supply side of the market to sustainably
produce volumes of the right quality at competitive prices which comply with market
demands (time, value, quality, food-safety and other requirements).
Minimise transaction costs – these include all the costs to get the product from the
supply side to the consumer (cost of obtaining information, transport, tariffs, handling
costs etc.)
Market access – This included all the issues pertaining to the demand side (marketing
and promotion, consumer preferences, trade agreements, protocols, price, etc.)

In order to develop the THDP, 4 key strategic intervention areas are suggested to address the
identified challenges. They are:
1. Marketing support to address market readiness and partially transaction cost issues.
2. Market access to address the market demand challenges and some of the transaction
costs.
3. Natural resources management in support of both market readiness and market
access.
4. Institutional and human resources development to execute the THDP.
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These key strategic intervention areas are supported by several interventions and actions in
the plan. To achieve the strategic objectives of the THDP the 4 key intervention areas with 16
sub-interventions and several actions for each are proposed. Implementation of all these
interventions to attain the desired sectoral growth will be a daunting task and not yet necessary
in the short to medium run.
The THDP should be a living document to be adapted as circumstances change (regarding
human resources and financial capacity, infrastructure etc.). Although there are many other
risks, 9 key risks have been identified which is of paramount importance to mitigate in order
to prevent an allover inefficient implementation of the THDP. The two major risks identified
are:
•
•

To not get the buy-in from other government Departments and supporting agencies
Inability to align and position current supporting institutions (public and private) to
support a seamless horticultural value chain.

A detailed implementation and monitoring and evaluation matrix is available in Appendix I of
this Report.
It is highly unlikely to attract any potential investors if basic detail on the potential investment
is not available. In addition, a more fundamental problem that local government needs to deal
with is the fact that the agribusiness investment environment in Thulamela remains
unattractive to the private sector. When asked to compare the business environment in
Thulamela with the one with which they are most familiar in neighbouring Capricorn, three
knowledgeable agri-business investors confirmed to the authors that the primary constraint to
their involvement in Thulamela was the security of land and water use rights, political instability
and high crime levels.
Potential private sector investors in the Horticultural Development of Thulamela could be:
•
•
•
•
•

9.2

Existing successful Agri-Park operators (e.g. Nwanedi/Timbali).
Commercial farmers and pack houses already involved in the horticultural industry in
neighbouring Capricorn.
Other mega farmers in South Africa (e.g. ZZ2, Du Toits, Green Farms Nut Company,
Fruit Farm Group South Africa, Southern Fruit, etc.)
Exporters
International investors (Royal Group in Saudi, Univeg, Etc.)

Recommendations

The success of the development plan will depend on the establishment of the following key
infrastructure:
•

Critical on-farm infrastructure – e.g. machinery, equipment, irrigation, utility storage
and loading facilities

•

Revitalisation of the irrigation schemes

•

Establishment of centralised technical support, training, machinery and equipment,
transport, processing-, packing- and cooling facilities, financial support and market
support and access – the Agri-Parks concept.
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It was mentioned earlier that the implementation of all the proposed interventions in the THDP
to attain the desired sectoral growth would be a daunting task. However, there are some
"impact-makers" (6 interventions) which could be addressed in aid to resolving many of the
key challenges that currently impede the growth of the industry (please note that intervention
area 3 is not regarded a high priority in the short-run). These 6 interventions linked to the
intervention areas are:
Intervention area 1. Market readiness
Proposed sub-intervention 1: Market readiness program
Objective: To support farmers to become market ready through an intensive program which
addresses all the gaps between the current level of market readiness and the desired level of
market readiness for identified market access opportunities.
Proposed sub-intervention 2: Technology transfer
Objective: The proposed intervention supports the overall strategic objective of the
horticultural industry in that it should lead to efficient technology transfer, to ensure sustained
horticultural development, growth, competitiveness and profitability.
Proposed sub-intervention 3: Value adding and processing
Objective: Progression towards value adding to the product itself should start by value adding
per ha by increasing production per ha and by improving quality through good agricultural
practices and post-harvest practices. The purpose is to identify bankable interventions at each
level of the value chain within the ambit of value adding (including processing).
Intervention area 2: Market access
Proposed sub-intervention 1: Market development
Objective: The proposed intervention should create sustainable and efficient mechanisms by
means of proactive actions that will address inefficiencies that exist in the marketing chain,
enhance competitiveness, improve and sustain profitability and improve the Thulamela
horticultural industry’s ability to take advantage of new market opportunities on the domestic
and international frontiers.
Intervention area 4: Institutional and human resources development
Proposed sub-intervention 1: Capacity of institutions supporting the horticultural
industry
Objective: To position and capacitise the LDARD project management unit (PMU) and the
proposed THIA as the key streamlined efficient government/private sector agency to support
a competitive, sustainable, profitable and prosperous Thulamela horticultural value chain
Proposed sub-intervention 2: Private sector involvement and out-grower model
Objective: To achieve a prosperous horticultural industry that is supported by all stakeholders,
and within which the government's key role is to create an environment conducive for rural
development and economic growth and where the private sector is the key implementation
agent to develop efficient, competitive, sustainable and a profitable horticultural value chain.
Elements of a plan designed to improve Thulamela‘s business environment of necessity, must
include a land reform process, legal methods for forming public-private partnerships,
productive and sustainable ways for engaging qualified strategic partners in the rehabilitation
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of dormant or underutilised agribusiness assets. It also has to include ways to activate
sustainable sources of competitive advantage and the more strategic application of local
government’s regulatory authorities. The bottom-line is that the Thulamela Municipality should
create a business environment conducive to investment in the horticultural industry.
It is proposed that the project and report be viewed as moving through the following status
levels:
Level 1: As the end product of a project commissioned by the FPEF / DST partnership (PHI),
but as yet without any official status. Currently, this is the status of the report.
Level 2: As a product carrying the approval of FPEF / DST partnership (PHI), but not yet of
the stakeholders. This implies that the VDM, TLM and the LDARD attach its approval to the
document as a proposed plan, and circulate it for comment to all relevant stakeholder bodies.
It is proposed to set a due date for final comments by stakeholders.
Level 3: As an overall development plan of the Horticultural Industry in Thulamela. At this
stage, further decisions can be made on implementation, phasing of activities and
arrangements to ensure the best possible implementation process. It is proposed that
stakeholders indicate their acceptance of the document by a certain date (established by VDM
and TLM).
Finally, it is of paramount importance to draft, and for all parties to sign a Memorandum of
Understanding (MOU). The MOU must give a clear indication of the roles, responsibilities and
commitment of each of the parties for the implementation of the THDP. To give the plan
substance, it is also suggested to incorporate the THDP in the VDM Spatial Development Plan
and the revised IDP to ensure ownership and commitment from local government.

9.3

Policy implications

The research results provide sufficient evidence to justify the rationale for PHI’s decision to
commission a study to scientifically determine the qualitative and quantitative development
needs of a range of farmers and farming communities as well as agricultural pre- and postharvest service providers within the dedicated Thulamela municipal area. As such, PHI
positioned itself as a pivotal subscriber to the National Development Plan’s 2030 vision to,
among other things, address such problems as unemployment, social and spatial inequality
and prevailing poverty within agricultural communities
International and national experience, however, provide sufficient evidence that, irrespective
of the rationale for and the existence of well-argued project scope and design parameters the
level of success in project execution depends entirely on the existence of clear policy
directives and frameworks. It is, therefore, crucial to assess, for the proposed THDP to be
operationally efficient, whether the necessary policies are present at both strategic and
operational levels. If not, it is essential to timeously identify these policy barriers and gaps as
they may have severe implications for the preparation and eventual implementation of the
Plan.
As a Category B4 municipality established regarding the Local Government Structures Act
(Act 17 of 1998), powers invested in the institution aim to serve the well-being of the Thulamela
communities and households, on a day to day basis. Essential services provision is
maintained, primarily to create an enabling environment in which the public and private sector
institutions and bodies could collectively participate and invest. As such, TLM seems to have

123

Horticultural Development Plan for the Thulamela Local Municipality

only limited jurisdiction to efficiently guide and manage any involvement and decisions coming
from both the National and Provincial Government of Limpopo.
At a strategic level, the following are some of the critical policy implications:
•

•

•

•

•

The Demarcation Board’s 2016 decision to adjust the existing municipal boundaries to
establish a new LIM345 Municipality has left a highly politically sensitive environment.
During interviews with officials of both TLM and Vhembe District Municipality, it
became clear that there is a reluctance to speculate on the outcome of the proposed
Plan as well as the outcome of current projects being affected by this decision. The
changes in census data capturing also makes it virtually impossible to predict any
future growth trends or to reflect on any past trends due to the lack of comparable data.
In spite of the visible presence and concerted efforts by TLM and VDM through the
nodal development strategy and hierarchy of settlement policy, the settlement pattern
remains grossly distorted in that it has not been in the past, and still not being, primarily
shaped by economic forces. The system is informed mainly by pre-1994 legislative
and historical administrative issues and policies as well as the traditional pattern of
land allocation. Coupled with the spatial distribution of fertile soil and water resources,
this collectively ensures that households do not necessarily move to where they want
to, but rather where they could gain the commitment of a headman or chief to the
allocation of a land parcel. This necessitates the need that in an attempt to come up
with a practical and sustainable horticultural development plan, will have to overcome
constraints of access to land and water resources by involving tribal authorities as coimplementers and beneficiaries along with the targeted communities and individual
emerging farmers. The direct involvement and coordinated policy directives from
National Departments such as COGHTA, Human Settlements and Rural Development
and Land Reform are required.
Closely linked to the previous issue is the need to refine the policy on Permission to
Occupy (PTO) for communities residing on tribal land or government land to obtain
sustainable access to farming opportunities as part of the proposed market readiness
intervention programme that may open up as a result of the THDP. Presently farmers
are not allowed to offer the land as collateral to obtain agricultural lending.
Although Government has changed its policy requirements for business intervention in
an attempt to better assist small-scale farmers in overcoming the severe
consequences of market failure, it became clear during the interviews that the benefit
of this policy change is still not part of their day to day farming practice.
To allow SHF’s to be able to qualify for government-sponsored funding which was
highlighted as a significant obstacle to market readiness and access, a policy
refinement and adjustment are also necessary. This process should also involve the
unlocking of improved access to possible CASP funding. Follow-up research should
also investigate the possibility to introduce the concept of Value Chain Funding (VCF)
into the area which has proved to be successful in other parts of Africa where similar
conditions and farming challenges are prevailing.

At the operational level, the following are some of the key policy implications:
•

While TLM has a relative core network of infrastructure, the challenge is to maintain
and expand it to address the growing demand for ongoing economic and
unprecedented settlement growth. Of particular importance for TLM, in close cooperation with VDM as the sole Water Authority and Bulk Service Provider, is to enter
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•

•

in negotiation with the Department of Water Affairs and Forestry to address the nonfunctional water irrigation schemes to open up more farming opportunities.
A drastic policy shift in ownership might be required in order to allow the private sector
to revitalise and to take over some, if not all, of the existing irrigation schemes. To
facilitate this process, it is of paramount importance for VDM to finalise the incomplete
Water Demand Management Plan and to bring it in line with the existing Water and
Sanitation Tariff Policy.
Closely linked to this is the need to put policy measures in place to curb the high water
losses experienced throughout the Region.

Finally, it is of paramount importance to draft, and for all parties to sign a Memorandum of
Understanding (MOU) for the implementation of the THDP. It is also suggested to
incorporate the THDP in the VDM Spatial Development Plan and the revised IDP to
ensure ownership and commitment from local government.
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