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1. Purpose of this study

This pilot research study is funded by the NatioAagkicultural Marketing Council
(NAMC) for the purpose of tentatively identifyingpdal and economic components
within the Robertson Wine Cooperative’s (RWC) otigational environment that
substantially influence the members of that orgaion’s ability to recognize, define,
and manage change. Those components, regarded fsomal systems perspective, have
identified within the RWC and its membership twosttdtict but closely related
agribusiness systems.

The research methodology employed, Interactive i@i@e Analysis© (Northcutt &
McCoy, 2004) is a social systems approach to qiaiéd research. Dialectical logic is the
foundation of this methodology for both practicadaheoretical reasons. Theoretically
speaking, it provides a useful continuum betweenidieological dimensions of a variety
of research paradigms; i.e. induction versus deoluctjualitative versus quantitative,
positivism versus phenomenology, among others.

Practically speaking, IQA allows two levels of intew data to be collected from
respondents: A) axially coded descriptions of docmmmonalities which form the
building blocks of social systems and B) theordifceoded determinations of the
strength and direction of influences among thosklimg blocks. Axial coding creates a
current “snapshot” of the object of inquiry. Thearal coding facilitates defensible
estimations of the object’s future prospects.

The two agribusiness systems that emerged in these®f this pilot study, thé/inery-
RWC-Vinimark system and th&embers and Producerssystem, are parts of a larger
community of social and economic systems that mgkéhe structure of rural life in the
Breede River valley. These systems and the peoplte esxeate and inhabit them have
functioned in various incarnations for generatiamsl are likely, in some evolutionary
form, to continue to do so for generations to coiit@s study is intended to be both a
critical and sympathetic analysis of the capacftpme organization and its members to
recognise and manage that evolution.

For the sake of clarity this report can be dividatb five main themes. Sections 1
through 4 address the purpose of the pilot stuttlicate the intended audiences and give

! See www.agri-afrca.co.za



a brief historical overview of the RWC. Sectiobsthrough 7 address the overall
structure and meaning of the two primary agribussngystems that make up the RWC.
Sections 8 through 11 present a current “snapsbbtboth agribusiness systems
developed from interview data provided by a crogstisn of the constituents
(interviewees) of both th&Vinery-RWC-Vinimark and Members and Producers
systems. In a series if “If...then” statements isest 12 through 14 estimate the future
prospects of both agribusiness systems as a s#riesonsequences of the members’
espoused attitudes, beliefs and behaviors. Sedftoiconcludes with a list of twelve
potential change management strategies.

2. The Academic Audience

This research report proposes to accomplish twenisegy irreconcilable tasksA) to
deliver qualitative research results at appropri@eels of comprehensiveness and
complexity and B) to present those same results accessibly aeghmtly. For social
systems research professionals comprehensivenesssntieat all affinities, influence
patterns, recursive systems, and other elementallofelevant social systems are
included, to the maximum extent possible within thsults of the study (Northcutt &
McCoy, 2004).

For the same audience complexity means that afiraims and narratives fairly and
accurately represent the degree of complexity tdrielationships within social, and in
this case, agribusiness systems. Within reasoredectations, all research results and
the methodological operations employed to obtaiemthshould be replicable,
confirmable, and transferable (Lincoln & Guba, 1985

3. The Agribusiness Audience

For the agribusiness professional and the constsuef the two agribusiness systems
that emerged from this research effort the qualbify elegance means that the

representations of both agribusiness systems amdmaplex as they must be and as
simple as they can be. Accessibility for the psgmoof this report means the topologies
or patterns of links among the elements of thesedystems are designed to be easy to
read and understand.

Whatever other attributes it may have a researadhadelogy and the results it produces
must be public and not idiosyncratic. That means“tnade secrets”, no privileged
information (save only respondent privacy), no eohor context specific protocols, and
all research protocols and results to be availadlpublic review.



4. A Brief Historical Context

In 1941 the RWC was founded by farmers in the Rsberarea to buy their grapes,
process them into wine, and sell the wine to destland bottlers. From 1941 until 1982
the RWC was a local agribusiness system embeddédhvai larger regional agribusiness
system that included KooOperatiewe Wijnbouwers Vigieg (KWV), Distillers’
Corporation (now Distell), Stellenbosch Farmers ®Wn(SFW), and other producer
cellars.

The introduction of the cold fermentation procegsIFW in the 1960’s changed wine
consumption patterns in the Western Cape and cteat@market for “dry white” wine
made from white grapes. With the right equipmemnt roducer’s cooperative could now
make and bottle good quality, marketable wine.

By the early 1980’s the RWC’s management and tla@doof directors became impatient
with the larger system’s “take it or leave it” png policy, the lack of information and

feedback from buyers, production limits, autocratidustry leadership, a disregard for
the interests of individual producer cellars, aratcpived conflicts of interest among
Distell, SFW, and KWV.

In 1988 SFW and Distell refused to buy the RWC’savinventory. This was prompted
by the RWC’s growing interest in bottling and mdnkg wine under their own brand.
The RWC succeeded in breaking the boycott by gebint that year’s inventory.

Two subsequent business decisions signaled thariegiof the RWC'’s evolution from

a small component of a larger agribusiness systemnrhajor producer of quality wine.
First, Robertson Winery Pty. Ltd. was establishedaaseparate but wholly owned
business entity to buy and bottle wines made byRMAC and maintain ownership of the
“Robertson Winery” brands.

Second, an outside firm, Vinimark, was engagedrtwige distribution and marketing
services for Robertson Winery's bottled and brandete. As sales volumes increased
Vinimark became a 50 percent partner in RobertsonewW with the RWC. Vinimark
now has representation on the Boards of Directbothe RWC, Robertson Winery, and
the RWC’s domestic distribution affiliate, Robers@ide River Wine Company. The
combination of the RWC, Robertson Winery, and Viaiknnow behaves, in effect, as a
distinct agribusiness system.

5. Systems of Influence and Control

The structure of th&Vinery-RWC-Vinimark agribusiness system is made up of five
“affinities”. Each of these affinities is a collem of attitudes, behaviours, and emotions
that coalesce to form a recognizable socio-econastigcture. The constituents or
members of the affinities that make up Wenery-RWC-Vinimark system include but



are not strictly limited to persons whose econosd/or social well being directly
depends on this system.

Figure 1 illustrates the flow of influence and aohtfrom the most influential affinity

within the Winery-RWC-Vinimark agribusiness systenBoard Governance from the
Perspective of Board Membettsrough three affinities of declining influencettee least

influential affinity, Members Perception of Board Governance.

Figure 1. Winery-RWC-Vinimark agribusiness system

5.1Winery-RWC-Vinimark agribusiness system

The absence of “feedback loops” means that inflasrwithin this system move in a
single direction and lack the ability to circuldiack to their source. The absence of a
feedback loop means that this system lacks théyatallearn from its own successes and
failures. This seriously compromises the systenbdita to anticipate and manage
change.

A necessary upgrade of the system’s self learnagacity would be the creation of a
feedback loop by which influences could circulatanf the affinityMembers Perception
of Board Governancdack to the affinityBoard Governance from the Perspective of
Board Members.

The present structure of thNéinery-RWC-Vinimark system does not prevent individual
RWC members who are not also Board members fromtiegendividual influence on
any other affinity or any other individual in thgstem. As a group, however, RWC
members who are not Board members or former Boanhimers appear to have little or
no influence on RWC governance and little knowledf®r influence on the business
relationships among the RWC, the Robertson Wireang, Vinimark.

6. Winery-RWC-Vinimark: structure and meaning

In the following section each of the five affingievithin theWinery-RWC-Vinimark
agribusiness system is described and the directicdhe influences generated by each
affinity is indicated. In section 13 titletiCurrent trends and future outcomes” the
effects of those influences on the structure ofabegbusiness system are described and
the likely future outcomes of those effects aramestied.



6.1Board Governance from the Perspective of Board Mearg)

Members of the Board of Directors feel that they selected for leadership on the basis
of their knowledge of cellar operations, their g as farmers, and the respect with
which they are regarded by their peers. In pradBocard members and RWC members
alike adhere to a traditional attitude toward lealdg; i.e. an implicit faith that an elected

or appointed leader “will always do what is righThis faith confers an expectation on

the part of the leader that he will be granted detepautonomy to lead as he sees fit.
This feeling of autonomy often leads to an impateewith inquiry and a defensiveness
toward criticism.

Official communication from the Board to membeiigher individually or collectively, is
perceived as infrequent and has created a suspiciathe part of many members that
decisions made privately by the Board tendApbenefit the larger producers, B) involve
conflicts of interest, and C) are made with littfeany input from or knowledge of
ordinary members. This perception is not, howesfeayed by the Board members.

Board Governance from the Perspective of Board Memdirectly influence¥he
Robertson Winery — Vinimark Relationship

6.2 The Robertson Winery-Vinimark Relationship

The RWC as an association of grape producers isotag to maximize the price paid per
tonne of grapes delivered to the cellar by its memmbRobertson Winery is a 50:50
partnership between the RWC and Vinimark, a priyatewned distribution and
marketing company. The first obligation of Robent&#inery is to build the value of the
brands under which the wine made from the RWC meshbgrapes is marketed,
distributed, and sold.

The Winery must therefore generate sufficient désh to cover ongoing expenses and
in addition retain sufficient profits to invest their proprietary brands. The Winery’'s
second obligation is to maximize the share of psafienerated by the distribution and
marketing of Robertson Wines that can be returimeth¢ RWC for distribution to its
members as income. This creates two conflictinggabibns.

Many members feel that Board decisions regardimgdikision of profits between the
RWC shareholders and the Robertson Winery-Vininpetnership are usually resolved
in the favor of the partnership to the detrimenttladir personal incomes. Interlocking
memberships among the Boards of the RWC, Robeorery, and the domestic
distribution firm Wide River Wine Company create iampression among members of
divided loyalties among Board members.

The Robertson Winery — Vinimark Relationgtiiectly influencefRWC Members’
Perception of Vinimark
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6.3 Members’ Perception of Vinimark

The role played by Vinimark in the marketing andtdbution of the RWC’s wine is seen
as both positive and necessary by the Board ofcluire. However, the specifics of
Vinimark’s relationship with Robertson Winery aretnclear to many other RWC
members. Despite increases in the annual volumaref produced by RWC, labeled by
Robertson Winery and marketed by Vinimark membegort falling year to year
incomes.

A lack of direct contact with Vinimark leaves th&#& members uninformed as to the
level of success of Vinimark’s marketing effortsarficularly within South African
market. This in turn leads some members to queghendirection and worth of the
Robertson Winery-Vinimarkelationship.

Members’ Perception of Vinimadirectly influencesMembers’ Attitude toward the
Cooperative

6.4 Members’ Attitude toward the Cooperative

Despite dissatisfaction with grape prices and mesiheresolved questions about the
level of efficiency with which the RWC cellar is meged, members generally feel that
they are more financially secure than members b&roproducer cellars. They feel
confident that the RWC will buy their grapes evgear regardless of market conditions.
Despite purchase guarantees periodic oversuppliesdoand white wine have reduced
the price per tonne paid by the RWC over the past years and have consequently
reduced members’ incomes.

RWC'’s substantial production capacity, its 50 petceartnership interest in the
Roberson Winery’s bottling capacity, and its parshe with Vinimark allow members a
measure of indirect control over the prices theyenee for their grapes. Despite falling
incomes members still have a great deal of confiden and respect for the RWC'’s
current General Manager. However, the members @meecned that the loss of one or
more key members of the management team would &aegative effect on the RWC's
future prospects.

Members’ Attitude toward the Cooperatieectly influencesviembers’ Perception of
Board Governance

6.5Members’ Perception of Board Governance

The members feel that there are few opportunit@stifiem to communicate, either
formally or informally with the Board regarding RW& Robertson Winery business or
Board governance. An individual member is hesitanspeak up in general meetings

11



owing to a traditional reluctance to publicly camit authority, a sense that requests for
information from the Board are likely to be futiland the belief shared by many
members that “we are followers”. As a result indual dissatisfaction is largely
internalized and seldom shared with other members close associates and then only
in private. On rare occasions a “noisy” member v recruited by several other
members to ask a question or express a criticisth&nbehalf during a general meeting.

Members’ Perception of Board Governar@s no direct effeain any other affinity in
the system.

7. Winery-RWC-Vinimark: links with other systems

Winery-RWC-Vinimark is an open agribusiness system that requires irffputs other
agribusiness systems to function. Under certainketaconditions Robertson Winery
“buys in” wine from other producer cellars and ket labels, and distributes it.

As the guaranteed buyer of grapes from its memthbersSRWC acts as a link between
them and the value added processes of making, inggnoharketing, and distributing
wine. Wine grapes sold to the RWC are the soleutuaptheMembers and Producers
agribusiness system (see Figure 2), which is ctlyréime primary feed stock for most of
theWinery-RWC-Vinimark system’s value added outputs.

8. Members and Producers: structure and meaning

Ten affinities make up thilembers and Producersagribusiness system and encompass
much of the social, economic, and emotional aspeftsts constituents’ farming
experience. Social means the way in which the &tracof this agribusiness system
largely determines the ways in which RWC membeitseénce each others’ attitudes and
behaviours. Economic means those agribusinesssirgng outputs that generate profits
or losses and permit the members’ farms to functisnproduction units. Emotional
means the deeply held attitudes toward family hissp rural traditions, customs,
precedents, and the personal attachments to @mensfthat shape the outlook of RWC
members and animate their behaviour.

12



Figure 2. Members and Producers agribusiness system

8.1Influence patterns

The complete diagram of thdembers and Producerssystem in Figure 2 shows the
circulation pattern of influences between and amdmg system’s ten affinities. In
contrast to thaVinery-RWC-Vinimark system every affinity within this system, with
the exception oLand Securityhas the potential to influence every other affirind be
influenced in return.

For example Advantages of Sizelirectly influencesAttitudes toward Labouwhich in
turn directly influencesContract Labour.Theoretical coding of interview data locates
Attitudes toward LaboumbetweenAdvantages of Sizand Contract Labouron the
agribusiness system diagram shown in Figure 2. Rtus positionAttitudes toward
Labour mediates or changes the influences that entaoih Advantages of Sizand
subsequently passes those modified influences dtmmige following affinity, Contract
Labour.

In this way influences eventually circulate through parts of the system. A strong
influence contributes more change and absorbsclemsge from affinities as it circulates

% The term “advantages of size” as used in thisexdrrobably does not refer only to perceived fiah
advantages of size but is also used as a proxXgdmvenience and diminished demand on managemsent” a
a consequence of increased mechanization and assrahga reduction in labour use. The accent the
producers placed on mechanization likely has simsiienotations. See also sections 8.8 and 8.9.
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through the system. It may return to its origingtaffinity almost intact.

A weak influence originating in another affinity timin the same system contributes less
change and absorbs more change from other affraeit passes through the system. In
some instances, a weak influence may be totallgaggnizable after passing though
several subsequent affinities.

8.2 Strong and weak influences

An example of two influences, one strong and oneakweriginating in the affinity
Successiomre A) the custom of a father retiring and leaving taen soon after his son
and heir returns from university or agriculturallege and B) the custom of the father
continuing to exercise complete control of the farniil his death or disability despite
the presence of a qualified son and heir in residen

It should be noted that in no instance were daugltteindeed any females mentioned by
RWC members as potential heirs. Five interviewshviRMWC members included their
wives. On these occasions the important role ofewiin the administrative aspects of
farm management was acknowledged. Neverthelessession of control and ownership
of RWC members’ farms is a male dominated process.

Influence ‘A’, the custom of early retirement byetliather is too weak to resist the
cumulative effects of changes added to it by edfthityg through which it passes as it
circulates through the system. At some point durisgourney through the system this
influence becomes so diluted as to be unrecogrezaid simply disappears.

Influence ‘B’, the custom of fathers remaining ionaplete control of the farm until their
death or disability has been traditionally stromgpuwgh to resist dilution as it passes
through the entire system and returns to its sowitteits meaning undiminished.

Just “upstream” fronsuccessiors Rural Traditions(see Figure 2). This affinity adds the
values of tradition, custom, and precedent to eafthence that passes through it on the
way to SuccessionTherefore, influences that tend to support the esurmeaning of
Successiorare strengthened, such as the example of influddcabove, and those
influences that tend to diminish the current megr@hSuccessionsuch as influence ‘A’
above are further weakened which in turn diminigheg potential effect o&uccession.

The location of affinities within the system ance tbtrength of the influences they
generate determine the most likely or least likdelyation for successfully introducing
change into the system. For example, attempts smgs the traditional custom of
ownership succession from influence ‘B’ to influerié’ will be largely futile unless the
attitudes, behaviours, and emotions that mak&uial Traditionsare changed as well.
Likewise, attempts to change the attitudes, behasjoand emotions that characterise
Rural Traditionsmust first take into account the influencefalvantages of Size.

14



8.3Land security

A significant minority of members see the near fatun darker terms than they
experience the present. The shadow of Zimbabweshawgr every discussion regarding
the outlook for farming as a business or as a Wdifeo There is little confidence that 30
percent of all farm land will be turned over todkddandowners by 2014. If this promise
by the national government to South Africa’s pobkeders is not honored then members
fully expect some form of expropriation, forcedesal coercive taxation.

This perceived lack of land security leads somengen RWC members to believe that
their children will not return to the farm afterghi school or tertiary training. Pessimism
is more common among older members many of whomeueethat their grandchildren
will have neither the confidence nor the economaentive to become farmers.

8.4 Succession

Two of the most profound events in the life of anmber are A) receiving control of the
farm from his father and B) the passing controthef farm to his son or sons. Members
mentioned three principal succession styles whedtect three interpretations of local
rural traditions. The first and least frequent; tagner relinquishes complete control soon
after the son or sons return from college, univgrsr other formal training. The father
often retains a minority equity or income intenesthe farm. This is the tradition of self
reliance and learning by one’s own mistakes.

The second; the son or sons undergo a period aeappeship with the father who
gradually turns over control of day to day openatioThis transition averages about ten
years. Relinquishing financial control and RWC menship signals the father’s
retirement from active farming. This is the tramlitiof benign patriarchy and close family
ties.

The third; the father retains control of all asgeot farm operations and management
until his own death or disability. The son or sans, in effect, employees with little or no

access to financial information, no opportunityp@rticipate in RWC governance, and

limited freedom to make their own decisions urtéy are in their mid to late 40’s. This

is the tradition of an emotionally distant, autkemian patriarch who distrusts anything or
anyone not under his direct control.

A scenario which requires RWC membeéos deliver constantly increasing levels of
guality at constantly decreasing levels of costleveimploying less and less labour on a
larger and larger scale poses an almost insurmblgntdallenge to farmers who have
spent most of their career as followers rather thaders.

15



8.5Rural traditions

A majority of the members’ families have farmedtie Robertson area for generations.
For most members it would be inconceivable not @atioue the family tradition of
farming. This extended continuity of land ownerships allowed an incremental
evolution of attitudes and beliefs from generation generation. This has, in turn,
established a reliance on precedent and custonwaskey criteria for recognizing,
evaluating, and reacting to social and economiagea

Tradition and convention are the filters through which cwatuand technological
innovations must pass. Despite initial resistameeadoption of applied technology such
as drip irrigation, mechanisation, telecommuniaagioand computerization has slightly
loosened the grip of tradition and dramatically ioyed the material quality of members’
lives over the last, say, thirty years.

Notwithstanding the challenges of global competitamd political uncertainty farming,
at least for the moment, seems for many RWC menibdye a satisfying combination of
tradition and modernity.

8.6Farming as a business

Farming as a system of rational, analytical, resditiven activities is a perception largely
but not exclusively confined to members or sonsnembers who are under forty years
of age, who are well educated, and who are relstiwell traveled. Equipped with a
“broader outlook” they tend to be more future orgehand less risk averse than members
who have had limited exposure to disciplines othigan conventional technical
agricultural subjects and who tend to base busimksssions on local sources of
information and guidance.

8.7 Profitability

The years 2001/2002 were particularly unprofitafde wine farmers (Conningarth,

2003). Local financial planners report many of tHarmer/clients’ net incomes declined
20 to 40 percent in those years. In many casesthtsomes have not recovered.
Revenue has been declining for the last severaky@aiceWaterhouseCoopers, 2006)
while expenses, especially fuel and labour haveimoed to rise. Most RWC members
believe that national government has demonstratadtsegard for agriculture and is
therefore unlikely to provide any significant taelief, price support, or currency

devaluation which would help them compete in tlabgl market.

A minority of members, mostly small producers, angler capitalized, highly leveraged

and in danger of insolvency if current revenue deepersist. Even employing the most
optimistic scenarios the increasing pressure todywe better quality grapes more

16



efficiently with lower cost of labour smaller prazhrs will still continue to struggle
financially.

8.8 Effects of mechanisation

Mechanisation beyond a level normally found on nvase grape farms is determined by
the size of the farm and the consequent requirerftenincreased productivity. The
guantum leap in capitalization and perceived pradiig afforded by a grape harvester is
available only toproducers with substantial financial resources areas to credit on
favourable terms. In practice these advantagegearerally available to larger producers
only.

It is the interviewees’ view that, for instanceg thcquisition of a grape harvester does not
necessarily displace existing labour. Mechanisat®rseen as an opportunity to use
existing resident labour more efficiently. Howevitre long term trend appears to be the
use of less hand labour since unskilled workers Velawe the farm are not generally
replaced. Mechanisation also allows farmers to robrtheir dependence on contract
labour thus potentially reducing expense and exgos$n labour laws and regulatory
liability (as referred to in footnote 2).

8.9 Advantages of size

Members’ perceptions of farm productivity are ldyggetermined by size as defined by
the number of hectares under irrigation. For a namiho derives most of his income
from wine grapes600 tonnes is thought to be the minimum requicesupport a family.
At this level, however, small producers feel thegyt are at a competitive disadvantage to
the average producer who delivers over 1,000 tondesnbers seem to feel that they
must be at least a medium sized producer to enjfficient advantages of size which
allow higher levels of mechanisation, more effitiatilisation of labour, a perception of
preferential treatment by the RWC Board, and sigffic surplus capital to acquire
additional land and irrigation capacity.

8.10Attitudes toward Black Economic Empowerment

Members report that they are largely in favor oé tboncept of Black Economic

Empowerment and are willing to make limited matesecrifices to achieve it. There is,
however, a great deal of uncertainty among the neesntegarding what can be done,
what must be done, and what will be done. Theylaoejever, united in the opinion that
Black Economic Empowerment will take a long timeysninclude skills transfer to be

effective, and will require a great deal of money.
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Klipdrif is a farm bought by the RWC as a Black Bomic Empowerment project. This
project was initiated by RWC management and sevargé producers. Klipdrif is seen
by most members as a positive step toward Blackh&oic Empowerment compliance.
However, many members are still unclear on theiBpdienefits they or their resident
workers will receive in return for their investmer@mall producers are particularly
concerned that this project will be a continuingidron their already precarious finances.

8.11 Attitudes toward labour

Close and regular contact is the key to a successftionship between members and
their resident workers. Members who attempt toasgbod example in terms of work
ethic, integrity, loyalty, and faith based moraldes report decreasing levels of social
problems and increasing levels of productivity frimair resident labour force.

Almost all members acknowledge that the effectalobholism are difficult to control.
Many members are taking faith based initiativessame cases successfully, to reduce
alcoholism’s economic and social effects. The actiole taken by rural church
congregations in reducing alcohol related sociabjf@ms among their resident labourers
is cited by some members.

Those members who are financially unable or becafisedition reluctant to establish
close personal contact with or assume some fornetloical responsibility for their
resident labour force tend to report low levelgpadductivity and high levels of alcohol
related social problems.

8.12Contract labour

Members’ experiences with contract labour are doocafly positive, often negative but
seldom neutral. Larger producers who use cont@mbur most of the year and have
established long term relationships with specifantcactors have higher levels of
satisfaction than smaller producers who use conlghour for harvest or pruning only.

Dissatisfaction expressed by both large and smaflycers includes unreliability -- “you
never know how many will show up”, high expensed gyoor work skills. Most
producers, both large and smagree that a diminishing labour force is increggheir
dependence on contract labour.

9. Feedback Loops
The paths by which influences circulate throughbet entireMembers and Producers

system (Figure 2) reveals three circumstances ichwimfluences periodically confine
their circulation to a limited number of affinitigather than circulating throughout the
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whole system. These circulation patterns of infeemnamong a limited number of closely
related affinities within a larger agribusinesstegs are calledeedback loopsnd are
diagrammed in Figures 3, 4, and 5.

Feedback loops have a noticeable effect on thedspeewnhich influences circulate

through agribusiness systems. Feedback loops ¥¢ feaver affinities than the system
as a whole and B) affinities within feedback lodpad to share one or more common
characteristics; therefore, influences enteringdli@ek loops tend to circulate within

these loops for extended periods of time at fasttes than they circulate through the
system as a whole. This means that the rate anaitmdg of change within feedback
loops exceeds that of the system as a whole.

All three feedback loopBarm Size and Social Chandgdechanization and Labouand
Farm Operationsshare five of six possible affinities. Because dffenities within these
three feedback loops are subjected to greater asainnfluence and higher rates of
change than affinities outside feedback loops #reymore likely to be outcomes rather
than sources of systemic change. Attempts to intedcchange into thBlembers and
Producerssystem by way of the affinities within these feedbbbops would more likely
trigger short term palliative change rather thargleerm fundamental change.

Figure 3. Farm size and social change

9.1 Farm size and social change

The affinitiesEffects of Mechanization, Advantages of Sarel Attitudes toward Black
Economic Empowermeate highly interdependent and subject to rapid gadrecause:

Attitudes toward the future are in part an expmsf attitudes toward Black
Economic Empowermenivhich in turn directly influence decisions to comior
not commit large amounts of capital to mechanisatio

Decisions to commit capital to mechanisation deteenthe level of advantages
of size available to the investing member.
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Farm size and efficiency determines members’ firdmsuccesswhich in turn
determines to what extent they feel they will béealo afford to comply with
Black Economic Empowerment and still operate amble® production unit.

Figure 4. Mechanisation and labour

9.2 Mechanisation and labour

The component affinities of the feedback Iddpchanisation and Labouthe Effects of
Mechanization, Attitudes toward Laboand Advantages of Sizare interdependent and
subject to short term change because:

The quantity and quality of farm labour availabte many RWC members is
declining faster than those members can affordg¢ohanise.

The minimum tonnage of wine grapes needed to stipp@rm family is growing
faster than most small members can afford to irseréfaeir production.

Many members who are experiencing high rates obhalc drug and AIDS
related productivity problems are unwilling or uteato change their management
style quickly enough to maintain a viable residabbur force.
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Figure 5. Farm operations

9.3Farm operations

The FarmOperationsfeedback loop combines the affinities containetath theFarm
Size and Social Changend theMechanisation and Labouobops with the exception of
Attitudes toward Black Economic Empowermenhe addition ofProfitability and
Contract Labouras components ¢farm Operationslow the rate of change compared to
the other two loops. Changes within this loop Wwéllargely driven by:

Unpredictable cycles of surplus and shortage inmbiéd wine market.

Lack of cooperation on mechanisation and labodisation among members.
Farm consolidation which will further increase ttmmpetitive disadvantage of
undercapitalized producers.

The personal relationship between members andrégdent workers.

A shortage of competent, reliable labour contractor

10.Independent Affinities

In the Members and Producersagribusiness system four affinitidsand Security,
Succession, Farming as a Busineasd Rural Traditionsare not components of any
feedback loop. The number of influences that catmulthrough these “independent”
affinities and the frequency with which those igihces reappear is significantly less than
the number and frequency of influences that citeutarough affinities within feedback
loops. Therefore the rate and magnitude of chamgerenced by these “independent”
affinities is less than the rate and magnitudehainge experienced by tMembers and
Producerssystem as a whole.
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Figure 6. Members’ and Producers’ independent affirties

10.1Members & Producersndependent affinities

Figure 4 shows the independent affinitieand Security, Succession, Farming as a
Businessand Rural Traditionsas they appean the middle and upper left side of the
Members and Producersdiagram (Figure 2). Topologically speaking thisdton
indicates that these four affinities are primaryrses or drivers of influences rather than
destinations or outcomes. This is in contrast fmi&its within feedback loops that tend
to be outcomes of or destinations for influencegimally generated by independent
affinities.

The differences in rates and magnitudes of chargerenced by independent affinities
versus affinities within feedback loops suggestat thocial, economic, and political
change management strategies should initially fomughose regions of agribusiness
systems that have exhibited the least amount ofgdhaver time. In the case of the
Members and Producerssystem those affinities ateand Security, Succession, Farming
as a BusinessndRural Traditions.

11. Links between Agribusiness Systems

The constituencies of th&inery-RWC-Vinimark and theMembers and Producers
systems almost completely overlap. Those Vinimamipleyees directly concerned with
distributing and marketing the output of Robert$@mery are the only members of the
Winery-RWC-Vinimark who are not in turn members of th®embers and
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Producers system. Despite sharing constituents the two systiinectly influence each
other at only two locations as shown in Figure 7.

Figure 7. Two connections between two systems

11.1Two connections between two systems

Advantages of Sizhas a strong positive influence d@oard Governance from the
Perspective of Board Membebgcause those constituents of both agribusinestsryg
who are most positively affected by the influenoéshese affinities are large producers
who for the most part are current or past Board bess1 As the influences of
Advantages of Sizpass throughBoard Governance from the Perspective of Board
Membersthey are strengthened and passed on to the remaffinities in the system.
Influences emanating froBoard Governance from the Perspective of Board MeEmb
have a predominant effect on the attitudes and\belnag of the constituents of the
Winery-RWC-Vinimark system.

Outside influences originating within the affiniBrofitability have a negligible effect on
the Winery-RWC-Vinimark system. Those constituents of both systems who/Agre
least positively affected birofitability and B) hold the most negative attitudes toward
Members Perception of Board Governarme often small producers who are under
financial pressure, who lack the resources to exgeaiaduction, and who are unlikely to
become Board members. Since influences do notlateedromMembers Perception of
Board Governanceao other affinities in the system small producésl with some
justification that their opinions and attitudes mxeo effect on theéwWinery-RWC-
Vinimark system.

12. Present Capacity for Change Management

Currently the organizational vision @finery-RWC-Vinimark system reflects to a large
extent the personal visions of one highly capabl(Rmanager, one equally capable
Board member, and one joint venture partner. THe®e individuals comprise the

majority of both agribusiness systems’ capacity itentify change (threats and
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opportunities), define change (how will this affébe relationships among the RWC,
Robertson Winery, and Vinimark), and manage chgmdget will it cost and who will

pay).

Unless this system acquires the capacity for salfling and reduces its dependence on a
very narrow stratum of leadership an untimely comabon of death, disability, or
retirement could significantly diminish the systsnsapacity for change management.

12.1Change versus tradition

Despite its economic success thénery-RWC-Vinimark agribusiness system has
hardened over the last twenty years into a somelaritéle mechanism for controlling the
competition between Robertson Winery's organizatiameed for constant change and
the RWC members’ personal needs for a continuityradition. The individual RWC
members’ devotion to tradition and multigeneratiotias to their land are often in
conflict with the qualities of pragmatism, flexiiyl, and objectivity required of a
successful agribusiness system in a highly comypetilobal market.

13. Winery-RWC-Vinimark System: current trends and future outcomes

The following section describes current social andéconomic trends within each

affinity of the Winery-RWC-Vinimark system and estimates the likely outcomes if
these trends continue in the absence of fundamehihge; whether the change is
managed, or unmanaged, internal or external.

13.1Board Governance from the Perspective of Board Mmars

If traditional attitudes continue to determine the wpuamication styles of RWC
leadership, if custom and precedent continues &vacherize the governance style of the
RWC, the Robertson Winery, and the Wide River BeafDirectors, if decision making
continues to lack transparency, and if the appearahbias by the RWC Board in favor
of large producers continugbkgn:

Participation in RWC governance will remain at @srrent low level as most
members will continue to view general meetings asbder stamp for decisions
made among Board members in private.

Members will become increasingly resistant to clafscapital investment in new
technology and upgraded cellar equipment.

The conviction that money rather than cooperataees drives Board decisions
will accelerate the current erosion of trust betweembers and the Board.
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Management will be forced to devote increasing amof time and resources to
mediating conflicts between the members and therddoaf the Robertson
Winery and the RWC.

13.2The Robertson Winery-Vinimark Relationship

If the strategy of increasing cellar capacity in ap#éiton of market trends is not

supported by RWC members, if Board members contiouase the same traditional

management methods for the RWC and Robertson Werethey do for their farms, if

Robertson Winery and the RWC do not establish aagement succession plan, if the
Robertson Winery, RWC, and Wide River Boards doapgoint outside directors, and if
the decision making processes of all three Boamsiat become more transparent to
RWC members and potential joint venture partrises:

Both the Robertson Winery and the RWC will findlifficult to take advantage of
future consolidation opportunities within the coogieve sector of the wine
industry.

Both the Robertson Winery’'s and RWC'’s businesdeggras will continue to be
compromised by a lack of initiative, a distrustaftsiders, and a “penny wise
pound foolish” approach to investment.

Both Robertson Winery and the RWC will have difftguin attracting and

retaining first class management talent.

13.3Members’ Perception of Vinimark

If business objectives, marketing strategies, mechanficlistribution, and sales results
are not regularly and directly shared by VinimankmRWC members, if Vinimark fails
to establish direct personal relationships with RW@€mbers, if Vinimark fails to clearly
demonstrate the value that Vinimark adds to theeRsbn Winery-Vinimark partnership,
and if Vinimark fails to make a clear case for tte¢ention of profits by Robertson
Winery in lieu of increasing payout to membehgn:

Members will continue to pressure the RWC to distie as personal income
Robertson Winery’'s share of profits at the expesfseinvestment in marketing
and distribution.

Pressure from the RWC members to diminish theabMinimark will reappear.
Two key statements from Robertson Winery’s Visidat&ment; i.e. “developing
and acquiring sustainable wine brands which are@uied through a culture of
innovation and focused marketing” and “developingti@amlined structure for
effective decision making” will remain unfulfilled.
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13.4Members’ Attitude toward the Cooperative

If the RWC continues to provide at least a “breakevendme for producers until the
current red wine surplus disappears, if the RWCtinaes to provide valued added
services for members such as viticulture consultihghe current RWC management
remains in place, if RWC governance becomes maesparent, and if the RWC
continues to be proactive in the areas of quabiytiol, marketing, and Black Economic
Empowermentthen:

The RWC will continue to enjoy the loyalty of itsembers.

RWC management will continue to retain consideralaligtude in decision
making.

RWC members will continue to support, albeit reduntly, capital investments in
the cellar.

Members of the RWC will be less likely to suffendincial reverses than members
of other wine cooperatives that do not provide milar level and quality of
services.

13.5Members’ Perception of Board Governance

If the Board of Directors fails to establish more €rexgt, direct communication with the
membership as a whole, if formal periodic commutioces channels with the
membership are not established, if Board procedaresnot made public and strictly
followed, if the minutes of Board meetings are paimptly made available to members,
and if the Board continues to inhibit inquiry andticism, then:

A large pool of talent, experience, and potenti@ody will among the
membership will continue to be underutilized.

The RWC will remain for some members simply a plac&ump their grapes”.
Pressure by the Board for further initiatives ire tareas of Black Economic
Empowerment and social upliftment will continue b® viewed by many
members as a requirement rather than a moral conanit

Infrequent and tardy financial information from Rotson Winery or the RWC
will increase the administrative burden on membang their administrative
assistants, often family members.

The circulation of misinformation and the consequeasentment among
members will continue to impair their ability to kearational decisions regarding
production planning and capital investment.

The members’ acquiescence to autocratic leadestyligs will continue to have
negative effects on RWC governance.
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14. Members and Producers System: current trends ahfuture outcomes

This section provides current trends and outcorfegnmation for theMembers and
Producerssystem.

14.1Land Security

If members perceive the lack of land security as aathto family succession and a
disincentive to investment in additional land ottevathen:

Most members will continue to rely on tradition hat than rationality as the

primary criterion for decision making.

Uncertainty will exacerbate the problem of delagedcession of farm ownership
and control.

Pessimism will encourage members to view farmingasa business but as a
lifestyle with its accompanying short term managetrEerspective and aversion
to risk.

14.2 Succession

If the traditionally extended period imposed by fathen sons to transition from
apprentice to joint decision maker to predominaatislon maker is not significantly
reducedthen:

Farming will not be seen as a rational career &fic those sons who are best
gualified by virtue of advanced education, techgamlal fluency, and business

acumen to manage the family farm in a competitwarenment.

Mid career farmers whose education and technolbfizency has been allowed

to erode and whose decision making capabilitie® hreot been exercised will be

poorly equipped to cope with the responsibilityfafm management and RWC
governance.

Hierarchical and authoritarian management styldiscantinue to be carried over

from farm to the RWC with negative effects on RW@grnance and business
practices.

14.3Rural Traditions

If tradition continues to emphasize the virtues ofr@ntental social and economic
change, if direct personal experience continug¢ake precedence over strategic thinking,
if a deeply emotional connection with the land emms to underpin economic and social
decisions, and if individual RWC members continoig@teoccupy themselves with local
rather than national or global issutgen:
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Fear of loss of control will continue to create session problems between
fathers and sons.

A “my loss is your gain” attitude will continue tmhibit cooperation among

members.

An aversion to change will encourage apathy towssdes of land security and
Black Economic Empowerment.

14.4Farming as a Business

If to be a successful RWC member in the future it Wwédl necessary to manage a
successful businesthen:

The traditional route from high school to technitatiary training in agriculture
and directly back to the farm is likely to be irfstient preparation for successful
RWC membership.

A basic competence in agribusiness technology @ dbsence of additional
training in enterprise management, finance, andketaanalysis will place the
member at a competitive disadvantage among hisse®t may, in the future
make his production unit an economic liability he tRWC.

Members with a self described “broader outlook”lyitosper and those with a
narrower outlook will not.

14.5Profitability

If producers continue to experience “boom-bust’ incocyeles, if price volatility
continues to be absorbed primarily by the produééabour costs continue to rise, and if
producers continue to receive a negligible sharéhefretail price per bottle of wine,
then:

Highly leveraged producers will face a recurringdit crisis.

Lightly leveraged producers will find expansionfidifilt due to narrow profit
margins and modest cash flows.

Most small producers and many medium producerslagk sufficient cash flow
to expand or mechanise.

14.6 Effects of Mechanisation

If the quantity and quality of resident farm labountooues to diminish because of AIDS
related disability and death, if the effects ofafic alcoholism continue to diminish
labour productivity, if rising material expectat®odiminish the supply of young workers,
and if aging workers are not replacdten:
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Mechanisation will become a necessity not a chfmceroducers.

The high cost of mechanisation will prevent smapeoducers from achieving

perceived advantages of size.

Hostility toward joint ownership of equipment; eggape harvesters, will prevent
smaller producers from mechanizing.

The inability of small producers to mechanise withconsequent negative effect
on farm profitability will leave them financiallynable to contribute to Black

Economic Empowerment without lowering their own fiies’ standard of living.

14.7 Advantages of size

If, as the respondents beliewae most important criterion for successful farmisg
access to advantages of size and if large produmarinue to enjoy a competitive
advantage over small producers in access to camithllower relative operating costs,
then:

The gap between large producers and small produgiiontinue to widen.
Medium producers will be forced to grow to maintaieir relative advantage
over small producers.

Small producers will see their families’ standafdivang decline.

Small producers’ role in governance of the RWC wdhtinue to decline from its
current low level.

Small producers will eventually be absorbed by damroducers seeking to
consolidate or medium producers seeking to growelaenough to maintain
perceived advantages of size and consequent fmifita

14.8 Attitudes toward Black Economic Empowerment

If the objectives, specific requirements, and indigldwesponsibilities regarding Black
Economic Empowerment compliance for both individe&/C members and the RWC
as an organization are not conveyed in a cleambiguous, and forceful mannéhgen:

The current uncertainty regarding Black EconomicpBmerment will encourage
most members to take a “wait and see” attitude.

Smaller producers will continue to question the dsim and expense of the
Klipdrif project.

The lack of clarity regarding Black Economic Empoment will lead some

medium and large producers to defer capital investsiin mechanisation, land,
and water.
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14 .9 Attitudes toward Labour

If members fail to assume a direct personal respdibgitar the health, welfare, living
conditions, and productivity of their resident werk and additionally fail to require
adherence to fair labour practices by labour cattra,then:

The negative effects of alcoholism on the sustaitpaof wine farming as a
business, the unreliability and poor productivifycontract labour, and declining
levels profitability will continue to accelerate.

Producers who lack the financial resources to eittmechanize or absorb
continuously rising labour costs will be forceddibher adopt a non traditional
approach to labour management or abandon winerigras a business.

14.10Contract Labour

If the labour supply continues to diminish in quanatyd quality while continuing to
increase in pricghen:

Small and medium producers will be forced to corapeith large producers for
access to reliable, productive contract labour.

Large producers will outbid smaller producers ftie tservices of reliable,
productive labour contractors through long termtamts.

Medium producers will be faced with the choice dher taking on significant
debt to mechanize or conserving cash and seeimgpitedit margins continue to
erode due to rising labour expense.

Small producers will be trapped in a downward dpfarising labour costs and
increasingly negative cash flow.

15. Potential Change Management Strategies

The following recommendations are tesult of approximately sixty hours of interviews
with forty three constituents of th&/inery-RWC-Vinimark and theMembers and
Producers agribusiness systems. In the course of this sthdyleaders, members, and
employees of the RWC, Robertson Winery, and Vinknavere unfailingly helpful,
courteous, and candid in their conversations with researchers. Without the financial
support of the National Agricultural Marketing Caiinthis project would have been
difficult if not impossible.

Identifying, defining, and managing change requifres capacity to think critically and
communicate effectively. The following recommendasi are not a set of directions on
how to build and maintain a change management raysideir purpose is rather to
suggest the first steps toward creating an enviasrirm which effective communication
and critical thinking regarding social and econormi@nge and how to manage it can
take place.
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The Board of Directors of the RWC should, at itdiest convenience establish
a Junior Board of Directors. The purpose woulddestablish a “career ladder”
by which future leaders would be identified, retedi and trained in RWC
governance. Creation of a Junior Board would héeeadditional benefits of
increasing transparency of Board activities, insmgg participation by RWC
members in RWC governance, and broadening elityibibr Board service.
Care should be taken to avoid creating a Juniordadiich would, in effect,
mirror the existing personnel, attitudes, and ojregapractices as the present
Board of Directors. For example, membership mlghtestricted to a total of
two four year terms; maximum age at election todieior Board might be set
at ten years lower than the average age of themuBoard of Directors, the
Junior Board should reflect the composition of R&/C membership; i.e.
small, medium, and large producers, no more tham Board member per
production unit should sit on either the regular &unior Board. The
gualifications, the selection process, the dutees] the status of the Junior
Board should be incorporated in the articles obaission of the RWC.

Both the RWC and the Robertson Winery Boards oé®@aoars should, at their
earliest convenience establish a formal succesgian for key management
personnel. A joint committee of the Boards of th&%® Robertson Winery, and
Robertson Wide River Wine Company should be crettedentify, screen, and
track succession candidates, both internal andreate

The Board of Directors of the RWC should sponstwiae yearly conference
between the owners and senior management of Vikinaaad the RWC
membership. The desired outcomes of regular VirkmarRWC member
conferences should ba) each RWC member will be fully informed regarglin
the marketing-distribution value chain, B) Vinimankll be fully informed of
the RWC members’ agribusiness environment, ando@) BWC members and
Vinimark will be fully aware of mutual business ¢@and strategies.

The Boards of Directors of the RWC and the Roberttnery should appoint
a senior member of Robertson Winery managemennpbement and manage
an interactive web based management informatiotesygasily accessible by
RWC members. This system should include regulactreleic newsletters
which would encourage feedback from members andertheir questions in a
timeous manner. RWC members, their wives, and thféoce managers should
have a substantial role in the design and impleatiemt of this system.

The newly created Junior Board should establishtaadeng committee to
monitor and regularly report to the general RWC rbership and the Board of
Directors on legislative, environmental, and retpria developments in land
security, water rights, and Black Economic Empowesrm
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The RWC should compile and regularly update an aiitttive guide to the
legal, financial, investment, and tax implication$ farm ownership and
succession. Special attention should be givendistasy members in evaluation
and selection of appropriate business structuresfdom ownership and
operation. Local attorneys, chartered accountamsyurance brokers, and
financial planners should be called on to assistampiling and regularly
updating this guide. The purpose of this guide lddoe to advise RWC
members, their families, and heirs on successisues and facilitate orderly
transitions of farm ownership from one generatmanother.

The RWC and Robertson Winery Boards of Directoreukh compile and
regularly update an authoritative guide to the llegagulatory, and financial
status of agricultural cooperatives. The recenlyeted Co-operatives Act is
an example of the kind of information this guidewld deliver to members. It
should be written and updated in plain Afrikaangd dbnglish and avoid
wherever possible excessively specialised or oles¢amguage. This guide
should provide an accessible knowledge base tormelpbers understand and
evaluate possible future RWC decisions regardinggere privatization,
recapitalization, or other corporate strategiessinattures.

The RWC in partnership with Robertson Winery anchiviark should plan,
sponsor, and manage regular fact finding tripgiembers with an emphasis on
New World wine producing regions. Participating nfoems should report back
to the general membership on their findings and enakcommendations
regarding cellar operations, viticultural practicasd marketing.

The RWC should consider establishing an affiliaeederprise which would
provide mechanised harvesting and contract labewice to members on a cost
plus basis. The objective would be to reduce tlst and increase the efficiency
of members’ farm operations. With a black partnieis tenterprise could
additionally count toward Black Economic Empoweringoals.

The RWC should consider a contractual relations¥th private social service
agencies to provide on farm AIDS education, alcaminseling, parenting, and
life skills training.

The RWC Board should appoint a permanent skillssibgment committee of
Board members, non Board members, and Junior Boardbers to liaise with

the Graham and Rhona Beck Skills Centre for thepqme of supporting the
goals of the centre and maximizing members’ act¢esthe Centre’s skills

development, adult basic education, and vocatitia&thing programmes. The
RWC should encourage members to utilise the senot¢he centre whenever
possible.

Further research should be done on three topicspoarous by their absence
from second round interviews with RWC members, Rigoa Winery
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management, and local business and religious Isaiderthe future availability
of irrigation water for wine farming, the currenndh future effects of
unemployment and underemployment on agribusinestersg in the Breede
River valley, the seeming lack of awareness ofragmual gap between RWC
members and their workers regarding what Black Booa Empowerment
means and what the outcomes of empowerment sheul@he objective of this
follow-on research project would be to establisthdse topics are an influential
but currently unrecognized part of the valley’silgsiness systems or if these
topics are peripheral to the process of change gement and should be
disregarded.
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Appendix 1

An overview for social systems theorists

Social systems emerge as categories of meaning &awiaronmental or background
“noise”. Incoherence is the existential sea fromchwtcollections of human sensations,
observations, and opinions coalesce to form disaategories of meaning. As categories
of meaning begin to influence each other, in a wtedi and directional way, these
patterns of influences become nascent social sgstamd emerge from incoherence into
coherence (Amaral & Ottino, 2004).

Constituents of emergent social systems seek terstahd and control their social and
physical environments by continuously attachingmdite quanta of meaning to physical,
emotional, and social phenomena. Aggregations dividual but related groups of
attached meanings become categories of meaningaffinities” when interactions
between and among them acquire systematic andriregpatterns.

Subsystems of affinities called “feedback loops formed within larger social systems
when influences circulate preferentially among aited number of affinities.
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Structurally theMembers and Producersagribusiness system considered in this study
is, in fact, an interrelated collection of feedbémps (Northcutt & McCoy 2004).

Using interview data provided by constituents ofeegent social systems, systems
diagrams can be constructed that provide usefughts into how influences circulate
among affinities and within feedback loops. Anadysif the strength and direction of
these influences reveals A) how systems functiorh®y constituents affect systemic
function and C) and the effects of systemic functigpon constituents. This analysis
allows estimations of the future prospects for eyst.

Theories: local and meta

By expanding our perspective, looking at an agiiess system in its entirety, and
noting how it interacts with other, related agriimess systems we can then build useful
theories, both “local” and “meta” (Northcutt & Mc§€02004). The term local refers to a
theory created by analyzing information contribuxtlusively and directly by the
constituents of an individual agribusiness systemradated group of agribusiness
systems. This theory explains how those systemgiftmand provides estimates of their
future prospects.

A meta-theory is a more comprehensive theory thatracts the underlying axioms of
one or more local theories to make statementstona&®s about groups of agribusiness
systems or agribusiness systems in general. A thetay regarding the life cycle of
agribusiness systems is beyond the scope of théareh project, but may be employed
in subsequent studies involving multiple systems.

Presenting research results diagrammatically

Interactive Qualitative Analysis© (IQA) is the reseh methodology used to
systematically organize the multitude of opinioatitudes, personal histories, economic
interests, social differences, and emotions thakemap the human experience of
membership in the RWC. This research methodology developed by Dr. Norvell
Northcutt of the Community College Leadership Paogrwhich is affiliated with the
University of Texas.

The results of the Robertson Wine Cooperative IQAlg are presented in two types of
formats. The first format is presented as a safesix Systems Influence Diagrams or

SID’s each with accompanying explanations. Thesgrdims situate both agribusiness
systems’ affinities in relationship to each othslnpw how the directions of influence

flow among affinities, and highlight “feedback la&3pwithin each system. The second

format shows the results of theoretical coding rdaénview data and is presented as a
series of hypothetical propositions in an if-theddctive format.
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The importance of feedback loops

SID’s reveal circumstances by which influences neargulate throughout the entire
agribusiness system influencing every affinityamw,occasion, confine their circulation to
a limited number of affinities. A recurring patteoh influence among a limited number
of closely related affinities within a larger agréiness system illustrates one of the most
important dynamics of agribusiness systefesdback loops.

For the purposes of this study, a feedback loatefshed as an influence pattern that re-
circulates and amplifies the effects of influeneathin a closely related group of three or
more affinities. Influences or quanta of meaningitowously circulate through a
feedback loop, exchanging meanings with each &ffiniturn. Every change of meaning
within every affinity is rapidly and sequentiallysited upon all other affinities within its
feedback loop. The frequency of these exchangesedning among closely related
affinities within a feedback loop amplifies the aulative effect of prior changes in
meaning that have accrued in both the affinities thie circulating influences. Therefore,
the effects of influence happen more quickly andamatensely inside feedback loops
than within agribusiness systems as a whole.

Traditional and mechanistic definitions of a feedbdoop allow a minimum of one
signal sender and one signal receiver who exchasggtions or “feedback” with each
other (Weiner, 1948). IQA does not regard the eM@ment system as a feedback loop
but rather an example of simple action-reactiomactelationship in which a stimulus
(concrete or abstract) rebounds, essentially urgg@nbetween two entities. These
rebounding signals lack the quality rgfcursion i.e. the stimuli are unable to alter either
themselves or their senders/receivers, which sayothey do not convey meaning and are
incapable of anticipation or cumulative effect (Mautt & McCoy, 2004).

Recursion accounts for two necessary charactexistithe circulation of meaning within
a group of related entitieseflexivity or the ability of each entity to modify itself, &n
reciprocity or the ability of each systemic entity to modifiydabe modified by other
entities within the loop. The minimum number ofiees necessary to avoid the implicit
tautology of action-reaction-action is three. Ardhientity provides an opportunity to
modify or add meaning to the circulation of influence witla feedback loop, thereby
enabling every entity to modify every other eniitgluding itself. If a group of related
entities lack the ability to add meaning, thatisrodify themselves, they do not create a
feedback loop in IQA terms, and are representedraoursively.

Amaral, L.R.M. & Ottino, J.M. (2004) European PlogiJournal B 38(2), 150-151.

Northcutt, N. & McCoy, D. (2004) Interactive Qualitve Analysis: A Systems Method
for Qualitative Research. Los Angeles: Sage Puindica

Weiner, N. (1948) Cybernetics. New York: John Wikpons
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Appendix 2

Data gathering process

Forty threeinterviews were conducted over a six week periothvRWC members,
members of the RWC Board of Directors, RWC managgménimark management,
RWC cellar employees, farm managers, farm workaisinessmen from the Robertson
area, a local Municipal Manager, and local religid@aders. Approximately sixty hours
of interviews yielded one thousand one hundredviddal opinions, observations,
comments, explanations, and clarifications.

Farm workers

Special consideration should be given to the resflinterview data collected from farm
workers because its significance is, for severasoes, unclear. First, farm workers are
located very “close” to the phenomena of social anohomic change as it applies to the
RWC and its members. The workers’ proximity tostagoghenomena locates them far
from the levers of power which, in turn, diminishbeir capacity to recognize and define
change (Northcutt & McCoy, 2004). In the caseha agribusiness systems considered
in this study the levers of power are currentlyhe hands of the leaders, members, and
management of the RWC. This power places themcahsaiderable social distance from
the direct effects of social and economic change.

Second, physical and social isolation has so maligad both resident and contract farm
workers within theMembers and Producers system that emergent categories of
meaning and nascent patterns of influence amomyg #re, for the purposes of this study,
so faint as to be undetectable. Research methadsleghich are not informed by the
inverse relationship between proximity to a soalmkeconomic phenomenon and power
over that phenomenon may find the collection ohdabm farm workers both valuable
and relevant.

RWC members and management

RWC members were selected using the criteria oflgmnaducer versus large producer,
older farmer (over 50) versus younger farmer (ursl®; and sons of large producers
versus sons of small producers. Despite using gatwe indicators such as tonnes of
grapes delivered to the RWC cellar and age of mesntespondents seldom fell into
discrete cohorts. However, the respondents appeaddquately represent the range of
attitudes, behaviours, and emotional typologies idantify the RWC as a distinct
agribusiness system.

Thirty four interviews were structured around a skiuestions derived from a small
scale, preliminary IQA study involving interview tdafrom interviews of five members
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of the RWC Board of Directors. The purpose of fimsliminary study was to A) gain an
appreciation of the formal structure of the RWG, afffiliated business entities and its
joint venture partner and B) to gain an initial er&tanding of the historical context of
the RWC and the cultural milieu of its members.

The interview protocol was open ended with refeesnto the question set mentioned
above. Use of the question set insured that prireacjal, economic, and cultural themes
identified in the initial IQA exercise were addredsduring the interviews while
affording the respondents maximum latitude for s&ffression.

Detailed notes were made from the interviews andeveeibsequently provided to the
respondents. The respondents were encouraged i@wrelie notes and contact the
interviewer with corrections or comments. As of midgsion of the final research report

only one respondent requested correction to thesndtom his interview. These
corrections were noted and included in the finaéegch product.

Northcutt, N. & McCoy, D. (2004) Interactive Qualitve Analysis: A Systems Method
for Qualitative Research. Los Angeles: Sage Puindica

Appendix 2A

RWC members interview guide

Change Introduction

Insider or Outsider?

Tell me something about your family’s history
How did you become a farmer?
What is your relationship to the RWC?

Travel

Where do you get new ideas?

What have you learned from farmers outside theeyalWhere did you meet
them?

If you had a chance to travel, where would you g4%/?

Change Implementation

Insiders
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How do people become leaders in the RWC?
How does a leader earn the trust of other members?

What are the most important differences betweearattembers of the RWC and
younger members?

Succession

How has your farm changed since you were in higlosi?
Tell me how you came to take over the farm.
How do you and your father divide the responsibksitfor operating the farm?

Mechanisation

Tell me how mechanization has changed the way gou.f
What are the positives and negatives of mechaoizati
How has mechanization changed your attitudes tovearding?

Board of Directors

How does the board of director’s work?
How do the board’s decisions affect you?
How do you influence the board’s decisions?

Investment in Business

What has been your most recent major investmetieiiarm? Why did you
make that investment?

How do balance the farm’s need for investment and yamily’s need for
income?

What was the RWC’s most recent major investment® Hid that affect your
income?

Marketing and Quality

What is the future of the wine business in Southcaf
Who buys the wine the RWC makes and why do youktthiry do so?
How does the grading system for the grapes yoweleio the cellar work?

Change Enculturation

Member’'s Core Attitudes

How have the changes of the last 15 years affg@adfarm and your
family?
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What changes are you planning to make in the wayfgon in the next five
to ten years?
What will farming be like for your grandchildren?

Labour

How has mechanization changed your workers?

What are the positives and negatives of “upliftmig@nbgrams for workers?
How do you think the Klipdrif Black Economic Empormgent project will
work out?

Farming vs. Business

How do you balance farming as a lifestyle and fagras a business?
Can you give me a summary, in a few words, of yausginess plan for the

next two years?
Who do you turn to for help in making business siecis?

Appendix 2B
Farm worker interview guide

Change Introduction

Insider or Outsider?

Tell me something about your family’s history
How did you come to work on this farm?
Tell me about what you do and how you do it

Influences
Where do you get new ideas?
Where do you go when you leave the farm? Why?
If you had a chance to leave for another job, wyald? Why?

Change Implementation

Leadership

How do people become leaders on the farm?
How does a leader earn the trust of other workers?
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What are the most important differences betweearolarkers and younger
workers?

How has your farm changed since you began to wer&h

How are the responsibilities for operating the fatimded among workers?

Mechanization

Tell me how mechanization has changed the way yark.w
What are the positives and negatives of mechaoizati

Farm management
How do you and the farm owner make decisions?
How do those decisions affect you?
How do you influence the farm owner’s decisions?

Marketing and Quality

What is the future of farming in South Africa?
Who buys the wine the co-op makes and why do ymk tthey do so?
How does the grading system for the grapes yoweledo the cellar work?

Change Enculturation

Member's Core Attitudes

How have the changes of the last 15 years affgaadfarm and your
family?

What changes are you planning to make in the waywark in the next five
to ten years?

What will life on the farm be like for your grandidren?

Labour
What are the positives and negatives of “upliftmig@nbgrams for workers?

How do you think the Klipdrif BEE project work out?
Have you ever thought about being a farmer? Why?
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Appendix 3

Data analysis

The interview process yielded approximately 1,3@adpoints (words and phrases)
which were transcribed onto individual index carfise cards were then “axially coded”,
that is “clumped” or sorted by commonality into ampgmately 40 groups based on
common words and phrases.

Cards which were exact or near duplicates werasde. Notations were made regarding
those words and phrases which appeared on numeaods such as “My workers have a
drinking problem”. The single cards retained in tbemmon word grouping that
represented numerous duplicates were marked aneh gextra weight during the
“theoretical coding” process described.

The remaining six hundred cards were again ax@lyed with the goal of reducing 40
common word groupings into the minimum number dbject groups that wouldA)
account for the wide range of variability of indivial words and phrases on the cards,
B) coherently describe the individual elements @)dlepict the overall structure of the
emergent agribusiness system/s.

The result of the final axial coding was approxietyat330 cards divided into 15 groups
in which the words and phrases on the cards redealeelatively narrow range of
attitudes, behaviours, and emotions. Each of thesgps was named in accordance with
its emergence meaning. Naming transformed the grdugom collections of words and
phrases into units of meaning called “affinities&e Appendix 3A.

In the naming process the 15 affinities separatethselves into two distinct groups of

affinities. Each group revealed its own unique aysiof related meanings. The larger
collection of 10 affinities was concerned primaniyth the experience of farming. The

smaller collection of 5 affinities was concernedrarily with the experience of being a

member of the RWC. Relationships among the afésitvithin each nascent system had
not yet been established.

“Theoretical coding” is a process of establishiriffledences between quanta of meaning
which first determines and then depicts the diogctof influence between pairs of
affinities. For example, affinity A either influeaes B (A > B) or is influenced by B (A <
B) or no relationship of influence exists betweeradd B (A * B). Appendix 3B is an
Interrelationship Diagram (IRD) which is used tacdment the direction and strength of
influence relationships among affinities within bagribusiness system.

On the right side of the IRD three columns headet] in, anddelta are used to record

the relative influence of each affinity. The affias with the greatest ratio of outbound
influences over inbound influences (delta) are Vers”; i.e. those affinities which are
most responsible for driving change within a syst@imose affinities with the greatest
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ratio of inbound influences over outbound influenege “outcomes”; i.e. those affinities
which are most likely to be subjects of change.

Appendix 3C is a Systems Influence Diagram (SID)presents the total number and
direction of influences calculated and presentedtlom IRD in Appendix 3B. The
“cluttered” SID is comprehensive, conceptually ridnd saturated with data. It is,
however, very difficult to interpret. Therefore thedundant links among affinities are
removed leaving a so called “simple” or unclutte®B as shown in Appendix 3D.

While the uncluttered SID is conceptually elegamil @ontains the embedded structure
of, in this case, th&embers and Producerssystem it fails to convey a sense of order
and remains unwieldy. When the relationships ofaffi@ities and the flow of influences
among them are rationalized the structure of thidaginess system emerges as seen in
Appendix 3E. At this point the research procesbesxs less an issue of data analysis
and more a task structural interpretation, locabtly building, and outcome forecasting.

42



Appendix 3A

Affinities derived from axial coding: Memberand Producers system
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Appendix 3B

Interrelationship diagram: Members and Producersstgm

1 2 3 4. 5 6 7
1. 1 A A < A A A
2. < I < * A < A
3. < n I * N < <
4 A * * i * * *
5 < < < * A A
6. < n N * < " A
7. < < A * < < 1
8 A * A < % * A
9 A < N < < * <
10 * A < < * * <

8. 9. 10. out in delta
< < * 5 3 +2
A < 3 4 A
< < n 3 5 -2
A A 4 0 +4
x A * 3 3 0
o * 3 2 +1
< A A 3 5 -2
mnm < * 3 2 +1
N I < 3 5 -2

* A 1 2 3 -1

Totals 32 32 0
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Appendix 3C

Derived from Theoretical Coding: Cluttered Systeitmfluence Diagram

Members and Producers system
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Appendix 3D

Uncluttered Systems Influence Diagram: Members aRtbducers

system
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Appendix 3E

Final Systems Influence Diagram: Members and Prodire system
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