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Since the 1970s, a series of events have gradually taken place in South Africa to
characterise a process of transformation in ideology, politics and the economy and a
move away from the haunting past. Politically, the 1990s saw radical progress as power
peacefully shifted from whites to blacks. However, there is still a long way to go in the
economic arena. No transformation will be complete without a deliberate re-inclusion of
the previously excluded blacks into productive economic activity, i.e. the so-called
system of 'democratic capitalism'. Such a process will involve efforts to empower black
farmers and to create equal opportunities for their participation in the wider economy.
‘Affirmative action, 'black advancement', 'black economic empowerment' or 'agricultural
democratisation' - whatever name the process is called - must have as its goal, the
levelling of the playing field for equal participation of all types of farmers in the market.
International evidence over the past few decades has served to strengthen the argument
for promotion of smallholder agriculture in countries seeking economic reform in order to

promote equity.

6.3  International Evidence: A Strong Case for Smallholder Agriculture

One of the fiercest debates in economic scholarship has been that of the relationship
between farm size and productivity. Formerly it was thought that large-scale farms were
more superior to small-scale farms. Such factors as subsistence-mindedness, tradition
and lack of innovativeness were associated with the perceived inferiority of small farms.
The 1ssue of presence of economies of scale in agriculture, under the influence of Karl
Marx and some of his counterparts, reinforced this view during the early twentieth
century. The 1950s saw investment in research to determine whether there existed
increasing or decreasing returns to scale in agriculture. Spearheaded in India, this
research, which was later deemed too subjective, showed an inverse relationship between
farm size and agricultural productivity. Major research in other developing countries,
however, has tended to confirm the Indian results rather than oppose them. It is now
generally accepted that there is a decline in output per unit area as the total area of a farm

INCreases.
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In general, countries that followed a smallholder-based development path often achieved
impressive growth in their economies. The period of independence was a turning point in
most of colonial Africa as a strong drive towards agricultural commercialisation was
carried out. A number of African agricultural success stories were recorded since this
process was initiated. Kenya, Ivory Coast, Malawi and Swaziland are some of the prime
examples of such success. These countries consistently kept an impressive growth record
from the 1960s up to 1980s. Zimbabwe then took over during the 1980s as the new
smallholder-based miracle. Across the Indian Ocean, Indonesia, Taiwan and other East-
Asian countries provide further examples of nations that successfully put (smallholder)
agriculture at the centre of development strategies. The most important lesson from these
success stories is that an enabling environment needs to be created for smallholder

growth to result in effective economic development.

Historical factors marginalised research and policy in smallholder farming in South
Africa to some extent. As a consequence, little is known about the potential of this sector
to act as an engine of growth and thus contribute to the general economic advancement in
the country. It 1s therefore an absolute and pressing need to invest in new research
ventures to close this information gap. Any available output in this regard will form part
of a solid foundation for policy makers to make informed decisions especially during this

period of transformation. The next section will elaborate more on this.

6.4 Smallholder Agriculture has Strong Potential: Lessons from South Africa

Two seminal volumes on rural livelihoods in South Africa were launched recently under
the leadership of Michael and Merle Lipton of Sussex University. The publishing of
these documents in 1996 was a welcome relief from a desperate drought of research
output relevant to smallholder agriculture in South Africa. They set out to explore the
potential for creating livelihoods in agriculture and the rural non-farm sector in the
Western Cape and KwaZulu-Natal provinces. At a launching conference of these two

books in 1997, there was a noted general pessimism about what smallholder agriculture
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can do for black rural communities. Some of the book chapters also at least allude to the

fact that smallholder agriculture will at best create a few additional rural livelihoods.

The debate on the role of smallholder agriculture in South Africa is arguably still at a
controversial stage. One of the factors responsible for the apparent uncertainty about
what smallholder agriculture is capable of achieving is the lack of an acceptable
definition of "small-scale” or "smallholder" in the South African context (see for example
Kirsten and Van Zyl, 1998). Clearly, more research is needed in this area for consensus
to be reached. This study, based in the Eastern Cape province, is a contribution to this
important debate. It seeks to establish whether or not smallholder farming is profitable
and worth investing in. Similar research was recently conducted in Northern Province
and KwaZulu-Natal (Ngqgangweni, ef al., 1999). A clear message from these research
findings is that smallholders in South Africa are efficient in producing at least some of
the agricultural activities they are currently involved in. There exist special opportunities
to exploit comparative advantage enjoyed by smallholder farmers in these areas. These

opportunities were not previously exposed.

Nggangweni, et al. (1999) revealed that smallholders in KwaZulu-Natal have a
comparative advantage in the two contract activities timber and sugar cane. Convenient
contractual relationships have been built up over the years in the province between
processors and smallholder timber and sugar cane outgrowers. These arrangements,
coupled with a relatively good agricultural potential, form a strong foundation for a
thriving smallholder sector in the province. More research needs to go into linkage

effects of growth in these activities in the overall rural economy.

Ngqangweni, ef al. (1999) showed that smallholder agriculture appears to offer
opportunities for efficient use of land, labour and capital in the Northern Province.
However, small-scale agriculture is barely commercial in the areas studied. The main
instances of smallholder cropping observed were primarily for home use. Hence the
efficiency indicators observed were primarily for non-tradable activities, and thus did not

really indicate comparative advantage for commercial purposes. Further work in the
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competitiveness area needs to focus on marketing costs for other activities which are
visibly beginning to pick up such as poultry and horticultural products produced under

small-scale trrigation.

This study presented more elaborate results on the efficiency of smallholders in the
Eastern Cape province. In general, profit opportunities seem to be open in indigenous
beef and citrus activities for smallholders to exploit. Of the seven activities investigated,
these two activities have the best comparative advantage. In the analysis of indigenous
beef opportunities it was discovered that this activity's physical adaptability to the Eastern
Cape conditions can be exploited as an additional advantage to the smallholders in the
province. Citrus was found to be another impressive prospect for smallholders especially

with its good record in the export market.

This study has also shown that the competitiveness of smallholders is influenced in a
small way by the level of opportunity costs of land and labour, and to some extent by the
level of output. The degree of competitiveness as shown by the indicator ratios is
positively related to the level of opportunity costs for land and labour and to the level of
output. Thus smallholder potential could be enhanced through lower economic costs for

factors of production and through higher output levels.

After exposing the potential of some smallholder enterprises in South Africa, the next
research task undertaken by this study was to investigate if such potential could benefit
overall rural growth. Studies conducted in Asia and Africa have demonstrated that
policy-induced increases in rural income through smallholder agriculture produce strong
linkage effects with the rest of the rural economy. A recent study in Zimbabwe by
Bautista and Thomas (1999), using the GDP-multiplier method, revealed that agricultural
growth linkages were relatively stronger than labour-intensive industrial growth. Of
special note was that emphasis on smallholder agriculture investment yielded the largest
increase in overall income. In areas or regions where phenomena like poverty, inequality

and unemployment are rife such opportunities could hardly be ignored.
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This study went on to measure the consumption- or demand-side linkages that would be
derived from a policy-boosted tradable smallholder agricultural sector in the Eastern
Cape province. These linkages were found to match those recorded from similar African
and Asian studies. They were evidently strengthened by cash inflow in the form of
remittances and pensions from towns and cities into the rural areas. This phenomenon
presents special opportunities for tradable smallholder agriculture, with its now proven
potential, to take over as a significant source of required initial income injection. Sale of
local agricultural tradables would also serve to lessen dependency on transfer payments

from the cities.

Most extra growth appears to spring from spending on non-farm goods and services
(health, transport and education). Boosting the supply-responsiveness of such items
would only result in short-term benefits if the importance of income growth from a
tradable source is not appreciated. Such a source would arguably be derived from
tradable agricultural activities with comparative advantage. In this case citrus and
indigenous livestock have a potential to act as the initial stimulus for the non-tradable

non-farm sector.

But how can policy help build a thriving tradable smallholder sector? As this study
draws near to conclusion, the next section will elaborate, infer alia, on some of the
specific policy recommendations pertaining to ways in which smallholder agriculture
could be induced to drive rural income and employment growth. It covers a topical issue
of how to bring previously disadvantaged rural South Africans into the mainstream
economy through informed policy decisions. Research needs to identify possible avenues
through which such decisions could be effectively turned into sustainable programmes to
enhance rural welfare. An environment of pessimism about the potential for smallholder
agriculture to drive such a rural economic recovery process still exists. This pessimism

has overlooked the role of deliberate and purposeful policy focus on this sector.
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The time is ripe for the government, as the party with the responsibility to ensure the
welfare of all citizens, to fine-tune the institutional arrangements to ascertain that public
investments are correctly channelled and that they reach the intended beneficiaries. It
should also guarantee that each tier in the institutional network is held accountable for

investment to yield maximum returns.
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