Factors Influencing Communal Livestock Farmers’
Participation into the National Red Meat Developmen
Programme (NRMDP) in South Africa: The Case of the

Eastern Cape Province

K. Sotsha® B. Fakudze®, T. Khoza® V. Mmbengwa®, S. Nggangwenf, M.H. Lubinga ’,

N. Mazibuko ¢, T. Ntshangasé', B. Nyhodo', L. Myeki ! and X. Ngetu®
acdefahikNational Agricultural Marketing Council (NAMC), Riate Bag X935,
Pretoria, 0001, Republic of South Africa.

® Human Sciences Research Council (HSRC), PrivateX@dg Pretoria, 0001,

_ Republic of South Africa.

! Australian Centre for International Agricultural $&arch, GPO Box 1571,

Canberra ACT, 2601, Australia
&Corresponding author: KSotsha@namc.co.za

OIDA International Journal of Sustainable Developm@®ntario International Development Agency, Canad
ISSN 1923-6654 (print) ISSN 1923-6662 (online) waidaijsd.com
Also available at http://www.ssrn.com/link/OIDA-Intournal-Sustainable-Dev.html

Abstract: In 2005, ComMark embarked on the Eastern Cape Reat Mevelopment Programme
(ECRMDP) as an initiative to increase formal mamgatticipation of communal farmers. With the
end of support from ComMark in 2008, the Nationgridultural Marketing Council (NAMC)
took over. With funding from the Department of Rubevelopment and Land Reform (DRDLR)
and partnerships with the provincial departmentd #re municipalities, the programme has
expanded effectively within the Eastern Cape Pmwimnd it has been rolled out to other
provinces as well, hence it is now known as theiddal Red Meat Development Programme
(NRMDP). The initiative emanated from the obsematthat the local demand for beef outstrips
production, hence resulting into importation of mdreef. This was against the background that
there was untapped potential in the communal fagraireas where 40% of beef production takes
place in South Africa, of which 3.3 million headscattle is found in the Eastern Cape alone.

Although the programme has so far had a significamttribution towards communal farmers’
participation in formal markets as well as theirderstanding of the value of formal market
participation, empirical evidence to support thigion is still desirable. Hence this case study was
conducted to determine the factors that influenaemérs’ participation in the programme,
focusing on the Eastern Cape Province. A logigt@gression model was used to determine factors
influencing farmers’ participation in the programnad the results indicated that distance to
markets, stock size, days of fattening and theritariton of the programme (income earned from
livestock sales through the programme) signifigamfluence farmers’ participation. This is an
indication that farmers are slowly beginning to ersfand how they can best make use of the
opportunity presented by the programme. Hence polise, it is commendable to encourage
communal livestock farmers to participate in thegpamme.
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Introduction

ivestock in South Africa, as in other developingiaties, is one of the important sources of liveditis for

the poor and has also been shown to be a good cditynfior providing a steady and growing incomethte t

poor and rural women. For households affected lweqy, livestock products remain one of the fewidgp
growing markets within the agricultural sectorhéts also been shown elsewhere that the poor d@ighar income
from livestock than the wealthy (Delgado, et aB99). Studies in South Africa have shown that snoddlers in
some areas have a comparative advantage in cegamimodities such as livestock which, if properlpgorted by
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targeted public investments, could result in mii#gh income and employment benefits for the rurabmp
(Nggangweni, 2000).

Approximately 80% of the agricultural land in theuatry is suitable mainly for extensive livestoekrhing (DAFF,
2013), and the communal land occupies about 17#&beofotal farming area and supports approximat2bp of the
total cattle (Beyene et al.,, 2014). In 2012, thermre an estimated number of 3 million communal fsn
accounting 40% of the total cattle available in tBoAfrica (DAFF, 2013). However, Ainslie et al (220found that
the quantity of livestock marketed by communal farsnin the Eastern Cape was well below 10% of dked herd
size, compared to 25% - 30% of their commerciahterparts. Comparing the two categories of farminig, clear
that communal farmers have challenges in marketieg livestock. Among other challenges, these &asrmare
characterized by lack of marketing infrastructuuehs as regulated grazing (camps), auctioneerinijties and
rural feedlots. These challenges potentially pribHidrmers from full participation in the formal mating of
livestock, and nonparticipation in markets by ltoek farmers in communal areas can mean an oppyrfongone
to increase household food security, reduce poerttiyexport earnings.

Therefore, marketing of livestock is important the development of the communal sector. Hence ctumtry
embarked on the red meat programme. After more tharyears since the start of the programme inEthstern
Cape Province, it is interesting to undertake s@ampirical analysis of the programme. However, thigust a
baseline analysis. The objective was to deterntieddctors that influence farmers’ participatiorthie programme,
focusing on the Eastern Cape Province.

Background of the programme

In 2005, South Africa embarked on the Red Meat gpreent Programme as an initiative to increase &rm
market participation of communal farmers. Thisiative was driven by ComMark as the Eastern Capd [Reat
Project (ECRMP) aimed at increasing the particgpatof communal livestock farmers in the formal n&rkThis
emanated from the observation that the local denfianbdeef outstrips production, hence resulting importation
of more beef. This is adjacent to the recognitioat there was untapped potential in the communalifey areas
where 40% of beef production takes place in Sodticé of which about 3.3 million heads of cattlfasind in the
Eastern Cape alone.

The support from ComMark ended in 2008. Thus, téddal Agricultural Marketing Council (NAMC) inhi¢ed

the programme. The programme has since been funddte Department or Rural Development and LandRef
(DRDLR). A combined effort from the NAMC and DRDLRas seen the programme expanding within the Eastern
Cape and moving out to other Provinces. Curretitg, programme covers six Provinces and effectiviniee as
presented in Table 1. The two partners (NAMC andDDR) work with the provincial departments and
municipalities, and this, so far, has proven taalsrong partnership. The programme has, so faerged R53.3
million from communal livestock sales since the NBNbok over.

Table 1: The extent of the programme

Planned (some under|
. Operational CFPs construction) and ready for

Province :

intake

Number Number

Eastern Cape 9 8
KwaZulu-Natal 3 8
North West 1 2
Northern Cape 0 1
Mpumalanga 0 1
Limpopo 0 2

An overview of communal cattle farmers in South Afica

The theoretical evolution of communal farming with associated difficulties (some natural while esthwere
manmade) is presented in Mmbengwa et al (2015).alitleors further deliberate on the characteristfabe South
African livestock, where they show that that com@alufiarmers have a low off-take (at about 5%) coragdo their
commercial counterparts whose off-take is estimstduk approximately 30%. Some of the natural asithat can
be attributed to the imbalances include droughts disease outbreaks versus low ability of commiaxahers to



Sotsha et al / OIDA International Journal of t8irable Development 11:01 (2018) 75

adapt to such; while the manmade ones can be assdavith historical systematic policies that eded black
farmers from the farmer support services that veeadlable in the country. As a result, small-sdaleners account
for 40% of the cattle herd and only account for &8are of the formal market (cattle) participatiortie country.

With livestock being the biggest enterprise in 8oMifrica’s agricultural sector, it is important take a closer look
at beef (as part of the red meat). South Africatsle herd increased from 7.9 million cattle in 9@ about 13.7 in
2015. However, there are years that saw decreasmsnibers such as 1979/80, 1984/85 and 1993/9qdthis

period. On the slaughter side, from 2010/11 to 2D 5he country has been slaughtering about 3.[fomitattle per
annum.

In terms of South African agriculture’s contributito GDP compared to Sub-Saharan Africa, one wasklime
that agriculture is less important in South Afrimampared to other countries. Recent report fromWoeld Bank
indicates that agriculture contributes an averdgs8o of total GDP. This figure ranges from belo% & South
Africa and to more than 50% in Chad. However, agtice and particularly livestock contribute sigoéntly to

South Africa’s GDPs in the sense that it is thenary occupation. This makes South Africa to be ifigamtly

different from the economies in the rest of sub&Bah Africa in the afore-mentioned terms, which nsethat
agriculture, and particularly livestock, is not beting any less important in the economy of the tguincluding

its rural areas.

Nggangweni and Delgado (2002) argued that theivelgtsmall share of agriculture in South Africaigtional
income and the studies showing the importancerofttances and non-farm activities for rural housétan South
Africa, hide the potential contribution of agriaual (and particularly livestock) income in prowvidi self-driven
livelihoods for the poor. This is especially trus poor and vulnerable groups who live in the maatized rural
areas within an otherwise advanced industry-basgidmal economy. They further argue that rural lebosds’
move away from dependence on agriculture is mora gesult of lack of opportunities in agriculturher than
increasing opportunities outside agriculture intBoAfrica.

Nggangweni and Delgado (op cit.), in a study basedimpopo province of South Africa, found that peo
households faced more hurdles in participatindielivestock value chain than their well-endowedrderparts in
the communal areas. The relatively wealthier hoolsishalso tended to own more livestock than poorers. The
study showed that the state of being poor affetttechbility of households to make investment deoisithat might
be useful in achieving positive livelihood outcom&he constraining factors included lack of acdesfinancial
services and infrastructure.

Market-related challenges faced by communal cattléarmers

Small-scale livestock husbandry remains a primangl luse option in communal areas over most of SoutAfrica

(Dovie et al., 2006). A study by Masika et al (199&vealed that the production of cattle is the ananimal
farming in the communal areas. This is due to atippurpose nature of livestock production and italtiple

benefits in communal rangelands, which has beesdnotyield high economic returns (Barrett, 19%)cording to
Turner and Williams (2002) communal farmers do kextp livestock solely for marketing purpose, thegkthem
as a means of storing wealth that is only conveiriem cash during times of crop production failuaeaong other
reasons. This makes livestock, particularly cattehe the most valued assets in the rural commesn{T urner and
Williams, 2002).

Although a lack of buyers is frequently given aason why small-scale farmers are unable to achesmarket,
the fact is that when such buyers do wish to bagnfsmall-scale farmers, the poor condition of lisek results in
lower farm gate prices, especially during dry spdlivestock auctioneers and speculators ofter rascerns that
they cannot pay competitive prices for animals #o& in poor condition or not ready for the maridaippnow,
2003). De Waal (2004) indicated that poor conditafnlivestock is important, but the age of animétso old)
equally contributes to poor prices when farmerselb Poor condition of livestock is also attribhitato inadequate
grazing and the extreme degradation of the natesurce. Lack of suppliers of important agricudtuinputs for
livestock farmers, such as vaccines and feed smguies, and common problems of genetic inferioritymimals
further reduce the desirability of animals. The Iewvels of technology adoption further compounds pinoblem
(Nell, 1998).

Furthermore, the large numbers of cattle kept llages lead to overstocking and severe overgraggmgcially in
winter where natural pasture is reduced to zerds Tdsults not only to inadequate feed but alspdorer quality
pastures each year. Since supplementary feedimgrily provided due to the costs involved, insugfit nutrients
subsequently result to high loss of weight (Soualet2006). In addition, high costs of veterinagyvices prohibit
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constant and continuous use of these services (Gapet al., 2008; MAFF, 2006). There is also atsigar family
labour and unreliable hired labour to cover all #ativities performed at the same time on the faforsp
production, livestock production of various typeslaequirements, and off farm activities). Thisdgro result to
poor management of stock (FAO, 2005).

Other major challenges include high transactioniscogarious researchers (Jari, 2009; Emongor, LdGvsten &
Madevu, 2004; Gong, Parton, Zhou & Cox, 2004) hdgittl transactional costs as barriers to the efficie
participation of emerging farmers in different faimmarkets. Emerging farmers will not use a palticehannel
when value of using that channel is out-weighedth®y costs of using it. Key, Makhura, Kirsten, andldado
(2001) have isolated high transaction costs to e af the key reasons for emerging cattle farmtiture to
participate in formal markets. For example, remotation of most emerging cattle farmers couplethgbor road
networks result to high transactional costs (eggctransport costs), thereby reducing the pritat traders are
prepared to pay for the cattle (Musemwa et al.,7200

Makhura (2001) and Nkhori (2004) noted that eveaniferging farmers are in areas with good road ¢jpkathe
distance from the formal markets tends to influette@saction costs. The further away the emergimmérs are
from formal markets, the higher the transport ctisty incur. As it is a statutory requirement tivlien purchasing
or selling cattle, producers and consumers muse leavalid identification certificates and transpatpermits
(NDA, 2005), farmers incur extra transport cost®lbain transporting and selling permits from tlodige station
and veterinary offices, respectively. These restaieners’ participation in distant markets.

Furthermore, smallholder farmers tend underestirteteralue of collective action. As a result, tlodten sell small
and varying numbers of livestock individually andedtly to the buyers without linking to other matkactors
(World Bank, 2005; Coetzee, Montshwe & Jooste, 200bother words, smallholder farmers lack coileetaction
in markets and this weakens their bargaining pwsitand often exposes them to price exploitatiotrdmers.

Methodology
Data and sampling design

Secondary data was obtained from the farmer's datthat was developed through the programme satimgled
data constituted of 513 farmers. The data covegsare Province, Eastern Cape, hence this stutbfésred to as a
case study. The Eastern Cape Province is wherprtfggamme was born and where it is widespreadringeof
operating CFPs and farmers’ participation. The damas drawn randomly from five district municigigs. These
include Amathole, OR Tambo, Alfred Nzo, Chris Hand Cacadu district municipalities.

Analytical methods

Farmers within the province differ on how they neriheir livestock considering the constraints dfirgy market
participation. Therefore, it was observed that gshre off-take rate alone to determine farmer’skegparticipation
was insufficient. Hence, a logistic regression nhagigas used to determine the factors influencingnfar market
participation, where the dependant variable isch@tiomous variable. The model was expressed asv®ll

Y,=X1 +X2 +X3 +X4 +X5 +¢g

Where the outcome variablg ¥quals 1 if the respondent participates in thgm@mme and zero, otherwise. Other
explanatory variables presented in Table 2.

In addition, the logistic regression model was 8eaey to estimate the percentage of variance irdépendent
variable explained by the independent variabledependent variables included in the model are stk distance
to market, condition of livestock, days of fattegiand contribution of the programme. Other varigbleere
excluded by virtue of being insignificant.
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Table 2: Explanatory variables used

Variable Description

Y; Outcome (Participant or not participant)
X1 Stock size

X2 Distance to the market

X3 Condition of livestock

X4 Days of fattening

X5 Contribution of the programme

€ Error term

Table 3: Off-take rate (%)

Amatole OR Tambo Alfred Nzo Chris Hani Cacadu Average

2005 10.9 10.1 13.2 9.8 8.6 10.52
2006 12.8 9.8 15.6 10.2 9.9 11.66
2007 13.9 12.1 15.9 10 10.5 12.48
2008 15.9 12.9 17.1 10.7 8.8 13.08
2009 14.7 12.8 14.92 13.8 11.3 13.504
2010 13.5 11 15.3 12.4 10.8 12.6
2011 13.9 13.5 16.64 12.8 11.1 13.588
2012 14 13.8 17.5 13.9 13 14.44
Average 13.7 12 15.77 11.7 10.5 12.734

Results and discussion
Descriptive analysis

The domination of males in the agricultural sedwrstill common in the communal areas of South @sfri
(Montshwe, 2006), and the Eastern Cape is no excepEor example, the gender distribution of thengked
farmers was 85.6% (Males) to 14.37% (females). This can be attedub the fact that cattle herds are associated
with the social status of men in the communal argasddition, women can only herd households wihety are
single or widows. However, there is no evidencethaf contribution of women on household decision imgk
regarding livestock ranches.

Empirical analysis

Table 3 indicates an increase in off-take rate dmmhmunal farmers eventually gain an interest wigpate in
formal markets. This is against the background ¢batmunal farmers are in possession of about 40eattie, but
only about 5% make it to the formal market. Howevtee off-take rate presented in Table 3 is an@ppration; it
was calculated from the sales and population @fsliock data from the sampled farmers. Neverthelpssiesults
indicate that the average off-take rate for Alfidzb is the highest at 15.%7The average off-take rate for the five
municipalities is 12.%, which is still below the 2% for the commercial farmers. However, it is highiean the
off-take rate of the communal cattle sector (5%3$auth Africa.

Determinants of formal market participation

The NRMDP was initiated to narrow the gap betweamrmunal farmers and their commercial counterpartsrims
of formal market participation. In this way, thetapped potential of beef production from the comatareas
would not be overlooked. Therefore, it was inténgsto do the empirical analysis of factors thatudoinfluence
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farmers’ participation into the programme, therglyticipating into the formal market opportunitexstailed in the
programme.

Distance to markets

The results presented in Table 4 point out thatetiea positive significant correlation betweestalce to market
and formal market participation. The results exflicshow that there is 48.205 fold increases inoadf formal
market participation for every unit increase intalice to the market for livestock farmers in thenownal CFPs.
This implies that there is greater participationttia formal market by these farmers regardleshefifstance to the
market, when other factors are kept constant.

Table 4: Economic impact of the NRMDP on communaliVestock in the EC

Formal market participation Odds ratio SE z P > |z
Stock size 2.818 1.23 2.38 0.017
Distance to market 48.205 49.07 3.81 0.000
Days of fattening 1.070 0.02 4.03 0.000
Contribution of the programme 1.002 0.00 2.18 0.030
Constant 0.003

N 511

LR Chi-Squared 205.85

Prob > Chi-Squared 0.000

Pseud R-Squared 0.778

Stock size

Stock size is an important factor that can incréheesconomic viability of the livestock farming.itWan increase
in stock size, more cash-flow is likely to be aeli@ by the farmers. The results indicate that ssiod is positively
correlated with formal market participation of coommal livestock farmers. The odds ratio for the akigimn
between formal market participation by communagditock farmers and stock size, adjusting distaoamdrket,
days of fattening and contributing to the programm2.818. This implies that there is 2.818 foldremses in the
odds of formal market participation for every unitrease in stock size. This appears to indicaigrdficant impact
the NRMDP can have on the economic viability ohfars considering its impact on the increase inksste.

Days of fattening

The body condition of any livestock in formal makettracts good market prices and therefore, &sa® the
profitability of the enterprise. In this study,itas found that there is a positive correlation leefvthe days of
fattening and formal market participation of commbutivestock farmers. Furthermore, the results dath that
formal market participation will increase by 1.@id for every unit increase in the days of fattgnihhis appears to
indicate that increase in body condition of theditock could possibly increase formal market ppdtton by the
farmer, when other factors are kept constant.

Conclusion

The model used in this paper was fit for the analgsid the results indicate that the communal feshwds to
participate into the programme increase when stok distance to markets, days of fattening, andme received
from livestock sales through the programme are stéfu Furthermore, this correlation is significamtall four

occasions. To some degree, this is an indicatiahftrmers are slowly beginning to understand hosy ican best
make use of the opportunity presented by the progra. Hence policy wise, it is commendable to ernager
communal livestock farmers to participate in thegpamme. In other words, supportive policies arsditimtions

could substantially improve productivity and incogeneration and make a major contribution to pgvextiuction

in the communal space.
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