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Moving Forward

Agriculture has been the 
one sector that maintained 
momentum last year, 
providing essential support 
to the overall economy 

during some difficult times. This was 
possible partly because the industry was 
proactive in working with government 
and other stakeholders to resolve issues 
around labour, which resulted in the 
labour unrest of 2013 not repeating  
itself in 2014.      

The industry also demonstrated its 
willingness to help find a sustainable way 
forward for land ownership. Keeping a 
steady hand on two such fundamental 
influences on agricultural viability helped 
boost productivity and, therefore, the 
industry’s competitiveness. However, 
we must ensure this year that we jointly 
reach some definitive conclusions that will 
enable the industry to grow strongly and, 
thereby, become an employer and a career 
of choice. Taken together, these factors will 
give South Africa greater food security.

Working together
Achieving this will mean taking a holistic 
view of agriculture rather than seeing it as 
a collection of different industries, each 
with its own interests. It will also mean 
that agriculture must continue its trend 
towards being highly organised so as to 
more effectively protect and promote the 
interests of its members.

For example, Grain SA has been 
proactive in establishing new markets and 
facilitating the affordability of inputs and 
the profitability of product sales on behalf 
of farmers. Examples like these reinforce 

the need for efficiency at all levels of 
agriculture, not just on the farm. 

One of the urgent efficiency issues 
we need to address, as an organised and 
progressive sector, is water usage. As the 
country’s largest consumer of water, there 
is much more we can do to ensure that 
we use only the amount that is essential 
for production.

2015 will be no different from other 
years, in terms of the impact on the local 
industry of dynamic factors such as the 
international price of food and inputs, 
fluctuations in the exchange rate, and 
unpredictable weather patterns.

Remember the basics
Farming is a long-term venture. There are 
no quick wins. Therefore, regardless of the 
current trends, the best way to stay viable 
remains the same. Manage the farm as 
though it is a business. Understand your 
costs and your markets. Plan ahead in 
detail. Make provision, through your own 
investment or insurance, for risks. And 
hedge at least one third of your product 
prices so that you are confident of that 
income, while remaining free to capitalise 
on end-of-season price increases.

With these basics in place there is  
no reason why 2015 should not be a  
good year. •

Nico

Nico Groenewald 
Head of Agribusiness 
Standard Bank

Taking agribusiness forward
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3 Three actions for farming 
success

The cycle of the product
The biggest mistake that start-ups tend to 
make is failing to understand the cycle of 
the product that you are working with and 
the production risk associated with this is 
significant. Farming in practice is entirely 
different to reading about it in theory. 
It takes a deep understanding of how 
to balance all the variables involved in 
farming to produce a successful product.

Maize, for example, can only be 
planted within a certain window period, 
but the soil needs to be at the correct 
moisture level and the temperatures 
need to be right. When planting your first 
maize crop you might not have factored 
in all the variables, which could result in 
total crop failure. 

This is why it is so important to have a 
mentor who can help you to understand 
all aspects that are involved in the cycle 
of the product and how to avoid these 
common pitfalls. 

Price increases
Entrants must understand the market 
and the price trends in that market 
exceptionally well. Farmers are 
traditionally price takers, so they are 
exposed to what happens in the market, 
which is why they need to protect 
themselves, such as hedging the price 
so that they are not exposed to the 
downside of that price.

Financial planning
The need for proper financial analysis 
and planning is commonly overlooked; 
however this is an essential tool for 
managing your business. It’s critical for 
agribusiness owners to understand their 
cash flow and, if there are deviations, 
how these should be dealt with. •

Venturing into farming? Standard Bank’s Nico Groenewald 
gives must-know advice on common start-up mistakes and 
how to prepare your agribusiness for farming success.

Farming takes time and patience 
before you will reap the rewards 
of your agribusiness and if you’re 
a new entrant you must be 
prepared to invest for the long 

run. This will mean proper planning for 
the opportunities and challenges that you 
might face to ensure your first sale will be 
a success.

GETTING GOING
Here’s what you will need to know to fund 
your agribusiness and mitigate the risks 
and challenges that you may encounter.

1 Finding the right funding
There are different types of 

farming entrants into the market. Some 
entrants might have a full-time job but 
run a farming operation on the side to 
improve or change their lifestyle. In this 
instance, there are cash flow streams into 
the agribusiness from their salaries and 
these kinds of entrants tend to fund their 
start-ups themselves.

Other entrants may have a passion for 
farming but have little capital to get the 
business off the ground. Because of the 
financial risk that is associated with the 
production of any agricultural product, 

it may be a challenge to get financing to 
fund the operation.

Because these entrants have little 
collateral, the bank may not be able to 
fund them. Instead, new entrants should 
look at co-funding through an institution 
that has a development mandate, such 
as the IDC or the Landbank, which can 
provide some start-up capital. New 
entrants should also look at entering a 
mentorship programme to assist them in 
growing their agribusiness. 

2 Surmounting the  
barriers to entry

Capital
There are several barriers to entry 
in agriculture and one of the biggest 
barriers for new entrants is access to 
capital. Agribusinesses can mitigate 
this risk by considering joint ventures 
or joining forces with input suppliers to 
ensure that some of the production risk 
is isolated. By establishing partnerships 
with the offtakers of products, farmers 
will also have buyers for their products at 
specific prices.

Standard Bank has established 
relationships with input suppliers and 

can assist newer entrants in receiving 
support by introducing them to the 
right parties. In this way, Standard Bank 
can assist with financing of the crop 
production while managing the risks 
when assisting an entrant who does not 
have production history. 

Land
Traditionally, land has been linked to 
owning a title deed and this title had 
to be presented to the financier, which 
was used as collateral to provide input. 
However, now there may not be a title, 
which has changed the risk model for the 
bank, who can no longer look to the land 
as collateral.

In South Africa, we have communal 
lands that do not belong to any specific 
individuals and the bank needs to 
clearly understand the flow of funds 
and product before we will be able to 
offer funding. The process of receiving 
funding will take a bit longer in these 
instances, as it does not fit into the 
traditional model of funding where land 
is used as collateral. 

Standard Bank works with the 
respective agri-industry bodies that 
have various programmes for entry level 
farmers which guide them through the 
process. Once these newer farmers have 
reached a certain level where they have 
proven that they can produce successfully 
on a commercial basis, the bank can then 
assist with financing.

From seedling  
to successful farm

TOP 
ADVICE
For new 
entrants, it 
is of critical 
importance 
to have a 
mentor who 
can help you 
to understand 
all aspects that 
are involved 
in the cycle of 
the product 
and how to 
avoid common 
pitfalls. 

Insights
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By participating in the extended 
agricultural value chain, farmers 
can improve their profitability. 
This includes looking to diversify 
product ranges, as well as 

exploring the integration of up and 
downstream activities as an ideal route 
to sustainability for individual agricultural 
operations. 

THE POWER OF DIVERSIFICATION
It’s essential for farmers to move away 
from putting all their effort into one or two 
main crops and, instead, have a range of 
crops to spread their risk, increase revenue 
streams, enable more environmentally 
positive activities, and intensify the 
productivity of existing resources.

Market tastes shift frequently, so it’s 
vital that farmers become more agile 
in their operations. Sustainability in the 
modern era is utterly dependent on 
adaptability. 

Bosveld Sitrus, South Africa’s largest 
citrus producer and exporter, is a prime 
example of diversification, currently 
exporting 5.5 million cartons of fruit to 
51 countries annually, with an additional 
output of non-citrus produce of  
80 000 tons. It’s a business that clearly 
demonstrates that diversifying within the 
value chain enables you to spread existing 
resources over more output, reducing 
operating costs and increasing margins. 
You can do more with less.

High efficiency, high growth
Management at Bosveld Sitrus take 
a holistic view of all its operations, 
integrating environmentally positive 
practices into both strategic and  
tactical activities.
• Energy efficient equipment is used. 

Water usage, soil conditions, and 
cultivars are closely scrutinised on 
every area of each farm. 

Value Chain

Build your wealth  
by exploiting the  
full value chain
Diversification and integration are vital to long-term 
sustainability and prosperity. BY NICO GROENEWALD

• Planting decisions are made according 
to the suitability of a given crop for 
a given set of environmental factors, 
ensuring that yields are optimised in 
all cases.

• Where land is not suitable for fruit 
trees or vegetables, it’s used for 
grazing cattle or allocated to game 
farming.

• Organic fertilisers are used wherever 
possible. Waterways are built to 
optimise both rainfall and irrigation, 
most of which is done through 
precision technology. The introduction 
of new varieties of fruit trees is 
done as part of the cyclical 30-year 
replacement of older trees; ensuring 
that orchard yield remains high 
and that products remain modern 
and relevant to changing market 
preferences.

As a result of these strategies, 
the Group’s yield across all products 
consistently matches or outperforms 
industry averages.

Piet Smit, CEO of Bosveld Group 
Holdings knows that if you take care 
of the detail and plan using as much 
data as possible, you can reduce your 
operational and financial risk extremely 
effectively and manage to innovate on a 
continuous basis. 

INTEGRATING ALONG  
THE VALUE CHAIN
Participating in the full agricultural value 
chain can bring exponential returns. 
Simply put, the need for a business 
approach to farming is more important 
than ever.

Farmers producing at commercially 
viable levels are inevitably confronted 
with the need to make decisions about 
expanding beyond the farm gate into the 

A LOOK AT BOSVELD SITRUS 

Bosveld Sitrus is a holding company 
for 10 operations, mostly based in 
Mpumalanga and Limpopo, covering 
3 730 hectares, and all focused on 
exporting 5.5 million cartons of fruit, 
predominantly citrus, to 51 countries 
around the world annually. It also 
produces bananas, avocados, litchis, 
mangoes, sugarcane, potatoes, beans 
and butternut for the local market. 

Total annual output for produce other 
than citrus exceeds 80 000 tons.  
In addition, the company has interests in secondary sectors, such as processing 
and carton manufacture.

Group companies include a nursery, where new trees are cultivated for the 
various farms, packing facilities that enables the group to control quality, and 
a logistics arm that again ensures quality and limits costs in the process of 
getting the fruit to the packing facilities and to markets. The company also has 
marketing and export divisions that ensure products are sold at optimal prices 
and customer satisfaction is guaranteed.

Because of its integrative approach, Bosveld Sitrus achieves all this with only 
1 345 permanent staff and 3 500 temporary or seasonal workers. So, while it is a 
significant employer, its efficiency is high. 

Also, by maintaining control of the full value chain, Bosveld Sitrus can 
take advantage of significant discounts and rebates that make a substantial 
contribution to the bottom line. 

Piet Smit, CEO of Bosveld Group Holdings understands that for any primary 
producer to be sustainable and grow, it must make decisions based on sound 
business principles. Although the company began as a family business, today it 
has monthly exco meetings, a full set of accounts for each division and company, 
non-executive directors on the board to ensure the family has independent 
advice to keep them focused on financial planning and to help them 
continuously assess their risk and adapt their strategies accordingly.

This approach extends to the group’s involvement in land reform bodies, its 
empowerment of employees (many have attained management status within 
the various operations) and empowerment of local communities through 
shareholdings in a number of the group’s companies or management agreements 
in which Bosveld Sitrus manages operations on behalf of communities. 

The family believes that transformation of the agricultural sector is vital, but 
for it to have a long-term beneficial effect, it must make commercial sense, not 
just for Bosveld Sitrus, but for the people whose lives it must improve. 

Piet Smit
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WORDS OF CAUTION

rest of the agricultural value chain. 
Primary production is a long-term 

activity, calling for substantial investment 
of financial, human, and technology 
resources, both upfront and during 
production cycles. Compared to most 
other industries, the return on such 
investment is relatively low, when 
considered as margins or profit. 

Of course, for many farmers, the 
emotional return of the farming lifestyle 
and the building of a family asset that 
will serve many future generations is a 
powerful incentive for staying on the 
land. But being stuck in a financial holding 
pattern decade after decade is neither 
appealing nor particularly practical.

However, integrating along the value 
chain is one way of increasing both 
revenue and profit – and, it can also help 
spread the risk of your business. 

Maximising your value chain
To integrate in the up and downstream 
activities of the value chain, consider the 
following:
• All the former co-ops have realised 

the benefit of doing this and have 
become fully fledged agribusinesses 
passing back to their members the 
financial benefits of being involved 
in product storage, distribution, and 
processing. 

• Following suit, many independent 
large farming operations are getting 
involved in every aspect of their 

own value chain – from harvesting, 
packing, transport, marketing, and 
exporting all the way through to 
collaboration with end users.

• Others are forming groups in which 
they collaborate on their own 
production of inputs such as fertilisers 
for use within the group. In this case, 
they’re cutting costs at one end of the 
value chain to boost margins at the 
other end. 

Whichever value chain activity you 
choose; the revenue increases can be 
significant. Before you reach the stage 
of entering the value chain, however, 
there’s some planning to do and a shift in 
mindset to be achieved.

Know when to make the move
It’s time to make your move when you can 
extract no further efficiencies from your 
operation, even when you’ve diversified. 
There’s a financial and environmental limit 
to how much extra land you can buy, how 
many additional crops you can put in over 
different seasons, how much additional 
livestock you can manage, and how much 
technology is needed to ensure that you 
run at peak performance. 

When you’ve finally optimised 
everything, the only way to keep 
improving your returns is to turn to 
options outside the farm.

The importance of collaboration
It’s important to understand that 
participating in the value chain becomes 
a corporate activity that requires 
collaborating with other directors and 
shareholders, working towards consensus 
on strategy, and allowing others to 
manage day to day operations.

For many farmers that are used to being 
owner-operators and making independent 
decisions, the shift can be difficult. It’s 
not a difficulty peculiar to agriculture. 
Collaboration is a pre-condition for 
growth, whatever the industry. However, 
agriculture hasn’t been structured for 
collaboration until very recently. From 
a big picture perspective, global issues 
such as food security and environmental 
sustainability, along with local issues like 
land reform and industry transformation 
are making it imperative. At the farm gate, 
the pressure to form alliances with like-
minded operators is just as compelling.

As a farmer, take stock of the financial 
input needed to break into the value 
chain. Setting up companies or corporate 
structures can be costly. If processing or 
storage facilities need to be built, capital 
will be required. Specialist capabilities, 
such as those in marketing or exporting, 
may have to be acquired.

Barriers to entry can be high and it can 
take several years to reap the benefits. 
Do your homework to ensure that the 
business case stacks up and that you 
will indeed gain the desired multiplying 
effect of up or downstream activities and 
that the venture you choose will produce 
at a level that makes a game-changing 
contribution to your bottom line. •

Nico Groenewald is the Head of 
Agribusiness at Standard Bank

Important considerations 
for vertical expansion

SUCCESSFUL GROWTH

Value Chain

Consider expanding  
horizontally first
Before you consider vertical 
expansion, make sure you’ve looked 
at all the efficiencies of your existing 
business. Only when you are certain 
that there is nothing more you can do 
to increase your production or margins 
should you start investigating how you 
can diversify into different areas of 
business that would complement your 
existing agribusiness. 

Diversify with  
complementary products
Expand into areas that will 
complement your existing 
agribusiness. For example, if you are 
a maize farmer who wants to add 
additional value to your maize farming 
business and increase your existing 
income stream, a natural migration 
would be to invest in livestock. 

Split the numbers
Vertical expansion requires you to 
adapt your current business plan to 
include this complementary product, 
as the cycle of one production will 

differ from the cycle of the other 
production, as in the case of maize 
and livestock.

You will now have two cash flow 
cycles which need to be split from one 
another so that you can better manage 
the income and expenses of each 
production channel and monitor the 
profits or losses of each on its own.

Are you considering expanding your agribusiness into 
new areas? Nico Groenewald explains the complexities 
of vertical expansion and gives expert advice on 
expanding your business into unchartered territories.

By keeping these cash flows 
separate you will be in a better 
position to grow each production 
cycle, for example extensive livestock 
farming could become more intensive 
depending on its profitability. 

Understand the market
Vertical expansion can become quite 
complex, especially if the farmer isn’t 
too familiar with the market they’re 
expanding into. An extensive farming 
market will be different to the market of 
intensive livestock farming and farmers 
need to understand which market they’ll 
be supplying. The more production 
levels you add to your agribusiness, the 
greater the complexity will be. Adding 
an abattoir to your farming business will 
require different processes and planning 
to what was required for a purely 
production business. Farmers need to 
consider the dynamics that an additional 
level of complexity will bring to their 
business and how it could impact on the 
efficiencies of a production business. 

Partner for growth
When you’re new to a market you 
may not know all the nuances of the 
industry, which is why partnering with 
the right people can help you to grow 
into new markets. We understand the 
value chain and can assist you with 
your vertical expansion by introducing 
you to the right partners. •

“Vertical expansion 
can become quite 
complex, especially 
if the farmer isn’t 
too familiar with 
the market they’re 
expanding into. An 
extensive farming 
market will be different 
to the market of 
intensive livestock 
farming and farmers 
need to understand 
which market they’ll  
be supplying.”

For many farmers, the emotional return of the 
farming lifestyle and the building of a family asset 
that will serve many future generations is a powerful 
incentive for staying on the land. But being stuck in 
a financial holding pattern decade after decade is 
neither appealing nor particularly practical.
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Managing Risk

You’ve worked hard to get your 
business to where it is today 
and have invested in risk cover 
to prepare your business for 
any eventuality. But are you 

100% certain that you have the right type 
of insurance to suit your unique business 
needs, and are you actually covered?  

UNFORESEEN RISKS
Here are four unforeseen risks to consider 
when assessing your current business 
insurance and how you can mitigate them:

1 Not all seasons will be good
Agriculture is a regionally-based 

risk, dependant on what you’re farming. 
In the case of crop farming, you would 
need general insurance for hail, frost, 
fire, drought and flooding etc. to cover 
your crops in the event of one of these 
perils occurring. 

A mistake that farmers occasionally 
make is deciding that because they’ve 
had three or four good years they 
should cancel their insurance policy. If 
something does happen to your livestock 
or crop and you aren’t covered for that 
risk, it could destroy the farm. 

2 Lack of systems and 
processes

Emerging farmers do not always have the 
financial management skills necessary 
for running an agribusiness, which can 
make it difficult to decide whether to 
insure and what type of insurance to go 
with. But there are many things that can 
go wrong in agriculture due to seasonal 
and climate changes, which make it 
imperative to pay for the insurance and 
build your business slower than you 
otherwise would have. As you start to 
understand your farm better, you can 
make more astute financial decisions for 
your business.

3 Know the risks
Emerging farmers and even 

more established businesses can assist 
you in identifying the risks you face 
and purchasing the right cover for your 
specific agribusiness. The brokers and 
insurance experts in this sector really 
understand the risks involved, so speak 
to your bank advisors who can help you 
understand the risks unique to your 
farming business.

4 No ‘one-size-fits-all’  
business cover

Sometimes business owners are led 
to believe that the insurance they 
have purchased will cover them in all 
instances, only to find out too late that 
this isn’t actually the case. We take the 
approach that your business needs are 
unique and we advise our customers 
on exactly what and where they are 
covered, as well as what steps they 
should take to minimise risk in those 
areas where they may not be covered. 

Insurance may not cover you in all 
instances and businesses need to plan for 

all eventualities. Your risk specialist can 
help you determine these areas so that 
you and your management team can put 
the right precautions in place to protect 
your business. •

Bryan Verpoort is Head of Corporate  
& Business Insurance at Standard Bank

A UNIQUE INSURANCE SERVICE OFFERING

Buying insurance cover based only on low prices may leave your business 
exposed to risks that you thought you were adequately covered for. Our process 
is to focus on understanding what it is that the customer needs specific to their 
segment; we identify what type of business you are operating, and then provide 
the relevant product based on your business requirements. It’s important to us 
to cut out what won’t be necessary for your business and rather provide you 
with a solution specific to your business requirements. 

Standard Bank’s approach is to embed value in our customer offerings and invest 
time and expertise in finding the right solutions for you. This means not only 
looking at the right solution fit, but helping our customers to understand and 
mitigate their own business risks.

For more information, contact your banker or call 0860 999 334.

A mistake that 
farmers occasionally 
make is deciding that 
because they’ve had 
three or four good 
years they should 
cancel their insurance 
policy. If something 
does happen to your 
livestock or crop and 
you aren’t covered 
for that risk, it could 
destroy the farm. 

Are you 
adequately 
covered?
Your business may have insurance, 
but are you adequately covered? 
Bryan Verpoort walks you through 
the lesser known facts of your  
risk insurance.

Bryan Verpoort
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Khumbulani Mthethwa, owner 
of Sans Souci Harvesters in 
KwaZulu-Natal, spent 11 years 
in the industry as an employee 
before starting his own 

business in 2007. Within eight years, 
he became one of the sector’s most 
significant employers, managing 450 
seasonal workers.

He now transfers skills to emerging 
farmers via the Tongaat Hulett & 
Simamisa project that encourages people 
to farm sugarcane on communal land, 
with Tongaat Hulett as the contracted off-
taker. He has also bought his own sugar 
farm, at a cost of R6.3 million.

The buck stops here
Although he was involved in farm 
management under his employer and 
mentor at the time, Mthethwa says 
that his first few years running his own 
business were tough: “When you are 
running someone else’s operation, you 
can always refer a decision to your boss. 
When the buck stops with you, it is a lot 
more challenging.”

However, Mthethwa has been able 
to call on the advice of industry players, 
including the Sugar Association of 
South Africa (SASA), whose courses 
have enabled him to get to grips with 
regulatory issues, such as VAT and 
other forms of tax as well cash flow 
management.

“A lot of start-up businesses like mine 
go under in less than a year because the 
owners simply do not know that, for 
instance, the interest burden on unpaid 
taxes can cripple you,” he says.

“New entrepreneurs also do not know 
that a lack of cash in the hand makes 
it impossible to pay the casual workers 
who make up a seasonal workforce, as in 

Success Story

From 
sugarcane 
employee  
to major 
sector player
KZN cane-cutting 
business set to grow 
turnover by R10 million 
per annum owing to 
industry experience, 
business knowledge 
and reliable financial 
support.
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my case. You have to plan very carefully 
around the way your industry works to 
make sure that you have cash to cover the 
periods when there is no revenue.”

Running and growing a  
sugarcane business
Sugarcane can be harvested only in the 
dry season, which starts mid-April and 
finishes end of November. As Mthethwa 
points out, he only has seven months in 
which to earn enough income to cover his 
annual expenses.

These include his permanent staff 
of managers and administrators, and 
the costs of running the two trucks and 
four bakkies that are used mainly for 
transporting his seasonal cutters to sites 
all around the region. 

“I have been fortunate to grow my 
customer base fairly quickly, more than 
doubling the amount of cane I cut from 
the 80 000 tons at which I started. At 
the same time, my growth has meant 
being able to employ more contract and 
permanent staff. Harvesting sugarcane 
is labour intensive, because of the hilly 
terrain. Large harvesters simply cannot 
get into the lands.”

Considerable business skill is needed 

not just to run a cane harvesting business, 
but to grow it. It is not simply a matter of 
sending people into the fields with cutting 
equipment.

“Maintaining the balance between the 
right number of cutters and the amount 
of sugar we cut is critical to stay afloat 
as a business,” says Mr Mthethwa. “The 
unpredictability of the weather makes 
maintaining that balance even more 

difficult. We might plan for 200 000 
tons only to be confronted by drought 
a few months down the line and, as a 
consequence, end up with a much smaller 
volume of cane.

“That is when you need the support 
of your bankers and when your bankers 
need to understand the ups and downs 
of agriculture in general and the cane 
industry in particular.” •

ED PROPOSITION

DIVERSIFICATION APPROACH

“Standard Bank has been my 
banker from the outset, financing 
my vehicles and assisting me with 
the purchase of my first farm. My 
years of experience in the industry 
before starting Sans Souci Harvesters 
(which currently cuts on contract 
some 200 000 tons of sugarcane per 
year) and the five year contract with 
which I started the business gave 
them confidence in my potential for 
success. My consistent growth since 
then has consolidated their view of 
me as a good financial risk.” 

Mthethwa plans to extend his 
company’s turnover by R10 million a year by acquiring the vehicles and tractors 
needed to transport the cane he cuts to the processing plants. 

Diale Mokgojwa, Senior Manager, Enterprise Development at Standard Bank says 
that Mthethwa’s expansion plan exemplifies a diversification approach that the 
bank recommends to all primary producers and agribusinesses.

“You make your operation much more sustainable by participating up and 
downstream in the value chain. And, as with Mthethwa’s plans, if your 
diversification is an organic, natural extension of your existing activities, you can 
spread your current costs over a larger revenue stream, making yourself more 
profitable with less effort.”

“We have been delighted to see Mr Mthethwa move fairly quickly from an 
exclusively harvesting focus to also growing his own cane and, now, becoming 
involved in the logistics of the industry. He is a great role model for the industry 
and for agriculture as a whole, “concludes Mokgojwa.

Sugarcane can be 
harvested only in  
the dry season,  
which starts mid-April 
and finishes end  
of November.  
As Mthethwa points 
out, he only has seven 
months in which to 
earn enough income 
to cover his annual 
expenses.

Success Story

Diale  
Mokgojwa

Enterprise development

What is enterprise development?
Enterprise development involves 
the growing of small and medium-
sized black businesses through 
the provision of finance and 
support, assisting in their business 
development and sustainability. 
As one of our key sectors, we offer 
enterprise development assistance 
to newer black entrants in primary 
agribusinesses.

Financing for newer farmers  
who don’t own land
As newer black entrants enter the 
market, 80% to 95% of these entrants 
do not own land. As a result, the 

traditional lending model will not suit 
these entrants as there is no collateral 
to consider when providing financing. 
However, in enterprise development 
financing we are willing to waive this 
requirement when providing short and 
medium-term financing.

From an enterprise development 
perspective, we would consider the 
access to land and whether there is 
a lease agreement in place, either 
through government or a normal 
land lease, with a view to lending and 
assisting the farmer in growing their 
product, be it livestock or crops.

In some instances, the land that is 
being leased may already have existing 

Unpacking Standard Bank’s ED strategy crops or livestock on it, for example 
an orchard, which can support the 
lending. In the instance of extensive 
livestock farming we can finance 
the stock, but not the infrastructure 
because the land is leased. 

Financing livestock
We can assist with medium- to 
long-term lending when it comes to 
livestock, however the farmer should 
have some capital to contribute. The 
loan to value would be around 33% in 
this instance.

Financing grain production
The farmer must have access to 
farming equipment such as tractors to 
assist you in producing your crop, it is 
however not necessary that you own 
the machinery. We will take cession of 
the crop income.

Business development support
As a new entrant to the market it is 
advisable to seek out a mentor or a 
business development consultant who 
can assist you in setting up and growing 
your business. This will also help in 
mitigating the production risk as you 
learn and are advised by experts who 
can guide you through the common 
pitfalls of establishing your own farm. 
Our business development support will 
help BSMEs to grow, mitigate the risks 
and make sure that the contractual 
obligations are properly filled. The 
support consists of ED advisors, 
strategists and mentors, which will help 
to enhance the quality of the product 
or service offerings. •

Innovative financial 
solutions for small 

businesses that lack 
collateral and/or 
sufficient assets

Business 
Development 

support to enhance 
the quality of 

product or service 
offerings

Access to market 
opportunities 
that will secure 
sustainable 
revenue streams 
over time

Standard Bank’s 
Commercial Enterprise 
Development  
Strategy:
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S outh Africa’s agricultural 
sector continues to play 
a vitally important role 
in the South African 
economy. Despite the 

sector’s small economic contribution 
– less than 3% in 2013, according the 
Department of Agriculture, Forestry 
and Fisheries – it remains an important 
component of the national economy, 
with strong ties to other economic 
sectors.

In a report that KPMG conducted 
for the Small Enterprise Development 
Agency (Seda) in 2012, it was stated 
that 8,5 million people are directly or 
indirectly dependant on agriculture for 
income and employment, which is why 
robust initiatives and support for the 
sector are needed now more than ever.

Titled “Research on the Performance 
of the Agricultural Sector”, KPMG’s 
study found that only 12% of South 
Africa’s surface area is suitable for crop 
production with the biggest challenge 
being the availability of water. 

Most of the land surface (69%) is 
only suitable for grazing, which is why 
livestock farming remains the largest 
agricultural sector.

A major exporter
The report found that South Africa 
remains a major exporter of agricultural 
produce and ranks highly in this sector. 
It is currently the world’s leading 
producer of avocados, clementines and 
ostrich products. However, the country’s 
position as a major exporter is being 
challenged by the availability of farming 
subsidies in the European Union and the 
United States, which are South Africa’s 
major export destinations. The decline 
in global trade and fluctuating exchange 
rates have had a negative impact on 
the sector, according to the report, as 
has the failure to implement fair trade 
policies around the world.

Multiple climate zones
Characterised by diversity, the 
agricultural sector includes crop 

production, horticulture, animal 
production, dairy farming, fish farming 
and game farming. 

Production is widely distributed 
across the country as a result of 
environmental and climatic diversity. 
The report notes that the country 
contains all seven climatic zones, with 
agricultural produce therefore including 
everything from summer and winter 
cereals to subtropical fruit and livestock. 

Agricultural demand is relatively 
stable and therefore less vulnerable 
to economic conditions. The report 
found that production actually grew 
by 13.7% between 2008 and 2009 to 
R126.3 billion, despite the recession. 
Nevertheless, the sector has been hit 
hard by rising input costs, particularly 
with animal feed, fuel, and fertilisers. 

Key statistics 2012
Gross farming income  R131,5bn
Current expenditure  R98,7bn
Capital expenditure  R80,5bn
Book value of farming assets  R11,7bn

Sector Introduction

An overview of  
the agricultural sector

Employment has declined 
considerably with the sector shedding 
20% of its jobs between 1988 and 
1998. This was largely because of the 
increase in casual labour, and the 
ongoing mechanisation of farming 
processes. 

A solid transport infrastructure
South Africa’s transport infrastructure 
is modern and well-developed when 
compared to other developing 
countries on the continent. 

Scarce water supply 
South Africa is classified as a ‘water 
stressed’ country because of both 
climatic conditions and human 
settlement patterns. The country’s low 
annual rainfall and high evaporation 
rates result in only 8% of SA’s rainfall 
being converted to runoff, placing 
ongoing pressure on the water supply. 

Electricity costs and supply 
Rising electricity prices continue  
to have a big impact on the  
economy as do ongoing supply 
disruptions in energy intensive 
sectors. The report warns that these 
could result in lower than expected 
growth in the future. •

1) Sector Overview

South Africa’s position as a major exporter is 
challenged by farming subsidies in the European 
Union and the United States, which are the 
country’s major export destinations. 

South Africa’s agricultural sector is by far the most sophisticated and advanced  
on the continent, here’s what you need to know as a new entrant to the market.
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NICO - BUSINESS PLAN 
& PREP

Challenges & opportunities 
in agriculture 
An evaluation of the strengths, weaknesses, opportunities 
and threats involved in the business of agriculture.

2) Sector Drivers

W hen examining 
the potential for 
a new business or 
product, a SWOT 

analysis can help determine the most 
likely risks and rewards. KPMG’s study of 
the agriculture sector in South Africa for 
the Small Enterprise Development Agency 
(Seda), “Research on the Performance of 
the Agricultural Sector”, includes a SWOT 
analysis of three main products: 
• Field crops
• Horticultural products
• Animals/animal products

These results contained in the report 
are helpful for developing a strong 
business strategy as they point out 
the most prominent strengths and 
weaknesses, as well as the opportunities 
and threats in the marketplace, when it 
comes to each agricultural sub-sector.

1
Field crop  
sub-sector
SWOT analysis 

Strengths 
• Maize is the primary food of 80% 

of the country’s population and will 
maintain strong growth 

• South Africa is one of a few countries 
that produces white maize with 
significant potential for export 

• Significant maize-yield improvements 
have resulted from stable production 
on irrigated land 

• Demand for maize is linked to rising 
demand in livestock as yellow maize is 
the main feed-stock 

• Tobacco continues to be in demand in 
international countries

Weaknesses 
• Steady decline in planted area  

of maize 
• Farmers are financially constrained 

in the period between planting and 
harvesting 

• Input costs for farmers are rising
• Maize prices are volatile 
• Farmers are not cost-competitive 

when compared to other sugar 
producing countries 

• Preferential trade agreements and 
high export tariffs for sugar farmers 

• Declining cotton prices and the 
perception that the industry is  
not profitable 

the global price of sugar 
• Crop diseases can severely affect 

farmers’ production levels and 
profitability 

2
Horticulture  
sub-sector
SWOT analysis 

Strengths 
• The climatic diversity of the 

country is suitable for the 
cultivation of a wide variety of 
fruits and vegetables 

• Citrus industry is export-orientated 
and SA is firmly established as one 
of the leading citrus producers 
in the world. Infrastructure and 
climate is suited to maintaining this 
position 

• Off-season production suits the 
European market and ensures 
demand for South African fruit 

Weaknesses 
• Small-scale fruit and vegetable 

farmers do not have sufficient access 
to credit, transport and storage 
infrastructure and marketsand 
experience difficulty participating in 
commercial agriculture 

• Small-scale farmers lack access to 
advanced farming technologies 
thus reducing their global 
competitiveness 

• The subtropical fruit industry is cost-
intensive and requires high levels of 
investment required during non-
bearing seasons 

Opportunities 
• Asia and the Middle East are forecast 

to become major markets for South 
African table grapes 

• Niche markets for rooibos and 
honeybush tea as well as for essential 
oils set to increase especially as 
people get more health-conscious 

• Increasing demand for organically 
grown fruits and vegetables 

• Growing market for ornamental and 
cut flowers 

• Training of emerging and communal 
farmers to combat crop-related 
diseases 

Threats 
• Rising input costs 
• Fruit and vegetable farmers are 

particularly prone to crops being 
affected by pests and diseases 

• The citrus industry does face 
serious international competition 
and farmers will need to become 
increasingly cost-competitive 

3
Livestock  
sub-sector
SWOT analysis 

Strengths 
• Livestock farming comprises 40% of 

the country’s agricultural output and 
is a major component of the sector 

• Approximately 80% of agricultural 
farm land can be used for the farming 
of livestock and as such farmers 
combine livestock and crop farming 

• Poultry is a fast growing convenience 

food and has healthy future demand 
• Help is available for small-scale 

farmers with financing issues 

Weaknesses 
• Weak demand due to the effects of 

the global financial crisis 
• South Africa is an importer of red 

meat and with potential rise in 
demand 

• Small-scale farmers do not have the 
research and market information 
needed to commercialise their 
products 

• There are many financing backlogs 
• Financing options for small-scale 

farmers have high interest rates and 
repayments 

Opportunities 
• Communal farming has the potential 

to help local producers meet 
domestic demand

• Access to viable and affordable 
financing options 

• Providing small-scale farmers with 
the technical skills and information 
to tap into commercial markets 

Threats 
• Influx of cheap poultry will reduce 

production levels for local producers 
• Rising feed prices are likely to affect 

local producer costs 
• Avian flu’ could deter growth in 

the industry and would affect both 
poultry and ostriches 

• Foot and mouth disease is a major 
concern. •

Sector Introduction

• Increased smoking laws, high tax 
rates and high input costs are 
slowing the demand for tobacco 

Opportunities 
• Creation of biodiesels will improve 

demand for oil seeds 
• Biodiesels have the potential 

to lower farmer’s input costs 
by using it to meet their energy 
requirements 

• Sugarcane-based renewable 
energy could assist Eskom with 
cogeneration of power 

• Cotton farming can create 
numerous jobs as it is labour 
intensive 

• South African cotton is one of the 
world’s finest, giving the country a 
distinct advantage 

• Tobacco sector and government 
partnership is helping emerging 
farmers to enter the commercial 
space 

Threats 
• Rising prices of yellow maize places 

added pressure on the animal feed 
sector 

• Maize exports need to be 
monitored to ensure that domestic 
demand is met 

• Reducing profit margins for farmers 
may result in a reduction in 
production to remain profitable 

• Competition from cheaper imports 
may hurt the domestic market 

• Major sugar producing nations 
subsidise the production of sugar 
with the overproduction eroding 
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High barriers to entry  
for agriculture start-ups
Agriculture is a technically-complex sector, requiring  
a high degree of knowledge and expertise.

3) Starting Up

A griculture, unlike 
mining and 
manufacturing, 
has relatively few 
barriers to entry. Rural 

communities, for example, are able to 
plant for food and sell the surplus. The 
problem arises when it comes to moving 
beyond subsistence farming. 

Writing in the Business Day in 
September 2014, Xhanti Payi, lead 
researcher and economist at Nascence 
Research Insights, noted that support is 
needed when it comes to funding and 
infrastructure, as well as markets.

“When discussing South Africa’s 
economic issues, we often talk of a 
need for “quick wins”,” she said. “The 
agricultural sector has particular 
promise in this regard. There is clearly 
a shift in economic structure across 
the continent, as there should be. 
Mining and extraction are unstable and 
contentious; agriculture is less so, and 
has immense potential for job creation 
and poverty alleviation. If leading 
scientists have changed their minds 
about what diets work and don’t work, 
economists and policy makers have 

to do the same about solutions to the 
persistent problems we face.”

Common small business 
challenges 
However, a 2012 study by the Small 
Enterprise Development Agency 
(Seda), titled “Analysis of the Needs, 
State and Performance of Small and 
Medium Businesses in the Agriculture, 
Manufacturing, ICT and Tourism Sectors 
in South Africa”, found that there were 
a number of barriers to entry and 
challenges to operations and growth in 
the agriculture sector, all of which need 
to be considered by anyone wanting to 
start a business in this sector.

The report pointed out the following: 

• Lack of business planning during 
start-up

• Difficulty accessing finance
• Difficulty accessing markets or 

meeting industry requirements or 
standards

• Lack of experience among owners 
and managers

• Lack of sector-specific expertise

Sector Introduction

• Inconsistencies in cash flow
• Lack of entrepreneurial skills and mind-

set as well as business acumen
• Lack of capacity to undertake market 

research, resulting in a lack of 
understanding of market needs and 
characteristics

• Skills shortages, particularly with 
respect to technical skills and business 
management skills

• Fragmented and uncoordinated 
support from entities tasked with 
providing assistance

• Lack of innovation and creativity
• Difficulty accessing land or securing 

operating premises
• Red tape and cumbersome regulatory 

processes and procedures

Sector-specific weaknesses
While these are common challenges in 
many small business operations, the Seda 
study identified several issues relating 
specifically to SMEs in the agriculture sector:

• A lack of planning capacity
• Inconsistent cash flow
• Adverse climatic conditions affecting 

production

1 Do a reality check
As an entrepreneur you 

will be passionate about your 
agribusiness plan and what you 
want to achieve but don’t let your 
passion cloud your vision. Ask an 
industry expert to evaluate your 
business plan and give you advice 
on whether your plan is viable and 
what common industry concerns 
you should be cognisant of.

2 Keep it balanced
Business plans from newer 

entrants generally only focus 
on how the business will be a 
success.  Include the risks specific 
to your business such as interest 
rates or deviations in the price of 
products. Demonstrate in your 
plan that you are not only looking 
at the upside of your business but 
have also factored in scenarios 
and unpredictable events that 
might be out of your control. 
Your business plan should include 
data on the feasibility of your 
agribusiness.

3 Stress test your plan
The best way to keep your 

business plan in check is to put it 
through a stress test. By assessing 
worst-case scenarios you can 
present a risk mitigation plan for 
your business, which shows the 
bank that you understand the risks 

and rewards of your business and 
have proven your preparedness in 
making a success of your venture.

DO THIS:
• Consider scenarios that might 

happen, such as drought, 
labour strikes, sudden interest 
rate hikes 

• Now weigh in on the likelihood 
of whether these may happen

• Develop strategies to 
determine when your 
agribusiness might face these 
scenarios

• Create a response plan which 
can be followed when the 
scenario does occur.  

DOWNLOAD OUR BUSINESS 
PLAN TEMPLATE

Use Standard Bank’s BizConnect  
Business Plan Template as a  
framework for your research  
and planning.

Follow the QR Code or visit  
www.standardbank.co.za/
bizconnect and search “Business 
Plan Template”

• Difficulty gaining access to arable land
• High cost of inputs and machinery
• Difficulty accessing target markets and 

linking into supply chains of retailers
• Shortage of technical skills and capacity
• Difficulty adopting new methods of 

production
• Poor quality of supporting 

infrastructure
• Competition from large enterprises

Value-adding opportunities
On the plus side, Seda’s study also found 
that there were a range of opportunities 
available to expand the presence of SMEs in 
this sector, more than others, where there is 
scope to engage in value-adding processes.

The study shows that in the agricultural 
sector, specific market and value chain 
opportunities for SMEs include:

• Agro-processing activities to produce 
products such as fruit juice, essential 
oils, dried fruit, bio-composites, bio-
fuels and medicinal products

• Packaging, transport, distribution 
and logistics services for agricultural 
produce

• Provision of warehousing and storage 
facilities and services

• Production of organic foods

In short, these are where agricultural 
entrepreneurs should be focusing their 
efforts in order to have the greatest 
chances of success.•

BUSINESS PLAN CHECKLIST
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Legislation, research  
& farming organisations 
Sources of further information to assist with research 
and planning.

4) Contacts

Sector Introduction

GOVERNMENT

Department of Agriculture, 
Forestry and Fisheries 
South Africa’s agricultural sector 
is overseen by the Department of 
Agriculture, Forestry and Fisheries, 
which also has the responsibility of 
ensuring access to sufficient, safe 
and nutritious food by the country’s 
population.

The Department’s core mandate 
is contained in Section 37(ii) of the 
Constitution. It is currently responsible 
for more than 30 pieces of legislation. 

Underpinning the scope of the 
Department’s mandate is the 
understanding of agriculture, as being 
inclusive of all economic activities 
related to farming.

Because the agricultural sector is 
continuously subjected to changes 
in the production and marketing 
environment, the policy and legislative 
environment changes regularly 
through amendments and sometimes 
replacement of legislation.
Visit: www.daff.gov.za/daffweb3/
Resource-Centre

ORGANISATIONS

African Farmers’ Association of 
South Africa (AFASA) 
AFASA is a body of African farmers that 
aims to commercialise the developing 
agricultural sector and ensure 

meaningful participation of black 
people in the mainstream commercial 
agribusiness sector. 
Visit www.afasa.za.org

The Agricultural Research Council 
The Agricultural Research Council is a 
public entity that conducts research 
with partners, develops human capital 
and fosters innovation to support and 
develop the agricultural sector. It was 
established in 1990 and is the principal 
agricultural research institution in 
South Africa. Its core mandate is to 
conduct research, drive research 
and development, drive technology 
development and the transfer of 
information to promote agriculture, 
contribute to a better quality of life, 
ensure natural resource conservation 
and alleviate poverty.
Visit www.arc.agric.za

Agri SA
A federation of agricultural 
organisations, Agri SA was established 
in 1904 as the South African 
Agricultural Union and consists of 
several provincial and commodity 
organisations. Through its affiliated 
membership, it represents a diverse 
grouping of farmers. Agri SA’s policy 
advocacy includes work on trade 
negotiations, industrial policy, taxation, 
financing, land reform, labour laws, 
training, farmer development, 
environmental affairs, water rights 
and water pricing, other input-
related issues, farm safety, law and 

order, infrastructure, technology 
development and transfer, statistical 
information and local government. 
Visit: www.agrisa.co.za

Institute for Poverty, Land and 
Agrarian Studies (PLAAS)
PLAAS undertakes research on land and 
agrarian reform, poverty and natural 
resource management in South Africa 
and the southern African region.
Visit www.plaas.org.za 

PUBLICATIONS

Farmer’s Weekly magazine
Farmer’s Weekly is aimed at the 
South African farming community and 
the advancement of the interests of 
farmers and their industry.
Visit www.farmersweekly.co.za

Harvest SA magazine
Harvest SA aims to inform, and create 
a platform for farmers, the government 
and the corporate sector to work 
together to provide solutions to food 
security. It covers environmental 
concerns, employment/job creation, 
skills development, the role women 
play in farming in South Africa, 
economic concerns and more.

Stock Farm magazine
This is a magazine for farmers of cattle, 
sheep, goats, game and ostrich.
Visit www.stockfarmafrica.co.za 
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Now let’s talk Agribusiness.
Our Agribusiness teams are not only bankers, but agricultural 

experts of this dynamic sector. We’ll give you access to working 

capital, and the flexibility you need to operate your business.

This is the reason more businesses bank with Standard Bank

than any other bank in South Africa. For more information,

visit www.standardbank.co.za/business
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