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The end of the African peasant?
From investment funds and finance value-chainsto peasant related
guestions

Ward ANSEEUW, Antoine DUCASTEL and Jean-Jacques GSB

1. Beyond land, therenewed interest in agricultural production

The last couple of years have been characterizea 'sgdiscovery" of agriculture as a
sector for strategic activity. This sector had bgeadually relegated both in the public
policy agenda for whom the myths of an essentiallyan growth and provision of
agricultural produce at moderate cost contributesh&intain this chronic indifference, as
well as in private investors’ strategies discouchg the low financial margins and the
risks inherent to this activity

In 2008, the food crisis aroused renewed intereagriculture of these various actors. On
one hand, the national and international autharipeesently recognize the urgency of the
agricultural situation in the developing countrigs 2009, at Aquila, US$20 billion were
promised by the G8 members to fight the huhgdowever, these promises are yet to be
materialized as the decline of public aid to depsient (PAD) focusing on agriculture
engaged in since the 1980s contifud®Re)-putting the agricultural question on the
political agenda by governments and developmenhage thus only represented a
discursive "revolution”. On the other hand, thisisrhas resulted in an awakening of the
private sector, and more particularly financial kedrActors. The structural evolutions
and the projections regarding the agricultural @edincrease of population, increased
pressures on natural resources, dietary changesrardy tendencies) conjugated to the
effects of the food price crisis of 2008 (questimnthe myth of permanent low costs of
food commodities) are pushing investors towardscaljural activities. Perceptions
have changed: henceforth, this sector presentsesgtieg financial returns on investment
perspectives. The financial crisis of 2009 streagéd this dynamic. Confronted to the
uncertainties affecting financial assets (in pattic those of the American treasury),
investors use the farming sector as a refuge value.

As such, increased foreign direct investments (Filit) agriculture and a multiplication
of investment projects on the African continent t@nobserved. In 2008, FDI into the
African continent reached US$87,6 billion (i.e. @7higher than the previous year), of

! OCDE (2010). Afrique: Priorité a I'agriculture. & OCDE www.oecd.org/agriculture

2 OXFAM (2010). D'un G8 & l'autre : suivi des engamgnts de I'Aquila sur la sécurité alimentaire. BafiXFAM-
France, Note d’'information, 24 juin 2010.

¥ OCDE (2009). Measuring aid to agriculture. PaBiECD-DAC, November 2009, www.oecd.org/

dac/stats/agriculture.

4 Anseeuw, W. (forthcoming). Commercial Pressuresamd. Afrique Contemporaine.
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which a third (i.e. US$27 billion)towards the migiand agricultural industries in Sub-
Saharan African countrigs

Regarding the nature of these investments, twogoats can be distinguished. Those
aiming directly at natural resources, particulddgd. This category, often qualified as
"land grabbing " is characterized by investors, ljgubr private, national or foreign,
acquiring land for agricultural purposes. This piraena is presently the object of
extensive scientific analysesf a wide panel of objectives stimulates thesguigitions,
the investors endeavor to develop their actividilesig the production chain, in particular
focusing on the primary production activities. Aating to Cotuld, a reversal of the
risk/profit relationship appears within the prodant chain. If primary production
concentrated until now the main part of the riskthvprofits returning to downstream
and particularly upstream actors, the increasegatuatural prices tends henceforth to
invert this tendency.

However, it seems that this phenomenon represemystioe top of the iceberg of wider
dynamics. Indeed, the land acquisition phenomeirnegrts attention from a dynamics of
control over the agricultural production. This dyme of "production grabbing”, the one
which interests us more particularly in this papercharacterized by certain actors
controlling, partially or totally, directly or indectly, the process of agricultural
production. This category of investors is foreignthe traditional farming sector: it
concerns financial actors, commercial banks, imaest funds, aiming at diversifying
their portfolio. By virtue of the dominant anticipans, they perceive the agricultural
sector as an investment for the future, as suchaging in "Malthusian oriented
speculation”. These processes are not totally fieswexample, in Argentina, pension
funds invest in agriculture to benefit from its garsteed and regular retufrs in certain
agricultural sub-sectors, such as the banana ohetewcertain dominant actors control
the various segments of the value-chain. This beaid, the motivations of the actors,
the scale of the phenomenon and the significanciaeofgeographical areas concerned
represent the peculiarity of the current trénd

> UNCTAD (2009). Rapport sur 'investissement damsionde: sociétés transnationales, production
agricole et développement en 2009. New York et @endNCTAD, Rapport — Vue d’ensemble, 69p.

® Cf. Cotula, L., Vermeulen, S., Leonard, R., Keeley(2009). Land grab or
development opportunity? Agricultural investmend @amternational land deals in Africa.
London/Rome, IIED/FAQO/IFAD, research report, 130f¢orld Bank (2010). Rising
Global Interest in framland. Can it yield sustailesdnd equitable benefits ? Washington,
WB, Research report, 194p.; ILC (& paraitre). Conzmaépressures on land. Rome, ILC,
synthesis report ; etc.

" Anseeuw, W. (2010). Large Scale Land AcquisitionSouthern Africa: Characteristics, Perspectives a
Regulation. Johannesburg, SACAU 2010 Policy Comfeee’Land in Southern Africa - Key issues for
farmers”, 29-30 March 2010.

8 Cotula, L. & Vermeulen, S. (2009). Deal or no défaé outlook for agricultural land investment in
Africa. International AffairsVol.85, No6, p.1233-1247.

° Neveu, A. (2001)Financer I'agriculture. Quels systémes bancairesmguelles agricultures.?Paris,

Ed. Charles Léopold Mayer.

10 Anseeuw, W (forthcoming). Commercial Pressuresamd. Rome, ILC, Programme synthesis report.
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In order to better understand these restructurinigs, article details several new
production and investment models developed in Soéfhca. If this country
distinguishes itself by specific land and ruratustures, a legacy of the previous regimes
power relations, it seems to ‘pioneer’ the previpusentioned dynamics. Indeed, in
parallel to land reform introduced after 1994, tuecessive governments implemented
liberalization and deregulation policies in theiagitural sector. The State controlled
institutions (i.e. agricultural and marketing bagrevere dismantled and various support
subsidies cancelléd Henceforth, the orientation and the regulatiorthaf agricultural
activity are orchestred through market mechantémia the 1990s, the South African
farming sector was characterized by significanttroesurings, marked by the
development of non-state institutions reframing tharket, in particular the futures
market for agricultural commodities (SAFEX)Today, the South African farming sector
is thus one of the most deregulated, but also dtleeomost structured, offering a range
of instruments of risk management to the investbrghe international context of the
"revival" of agricultural investment, this countmgpresents a convenient base for
financial experiments. The countries’ land resosir@ed its role as a regional power also
stimulate the interest of the investors for thigkea

As such, South Africa, as laboratory of new agtioal and investment practices,

constitutes a heuristics case-study to illustrdte turrent international dynamics.

Nevertheless, due to its historic trajectory, tlmuntry is distinguishes itself by its

specific economic, social and political structuflee evolutions and the transformations
detailed in this article, do aim at excessive galmtions, nor to be transposed into the
other national spaces. It is rather a questionootrdouting and of enriching the current
debate on new agricultural dynamics, through theyais of a series of practical case-
studies.

The second section detailed hereafter presentgettter, that of the finance value-chain,
through which the current agricultural productiondafinancing restructurings are
established. The third section is dedicated to ildetapresentation of these new
production and investment models, specific - atrtitenent - to South Africa. Finally,
before concluding in the fifth section, the foupttesents several reflections related to the
structural changes affecting Africa’s agricultueabnomies.

2. The finance value-chain and the total integration of the production by
macr o-actors

The global agricultural sector undergoes presemtlyrofound restructuring. The
agricultural exception, which had been questionbémthe sector integrated the GATT
negotiations, is buried once and for all. New agtaarriers of references and outside
experiences, have made their appearance in thar s€btough their interactions with the

1 vink, N. & Kirsten, J. (2000). Deregulation of @grtural marketing in South Africa: Lessons leatne
Sandton, The Free Market Foundation, Monograph 25.

2 Borras, S. (2003). Questioning Market-Led Agrafiform: Experiences from Brazil,
Colombia and South Africa. Journal of Agrarian Cnvol.3, No3, p.367-394.

13 But also private norms, rules and instruments.



UNEDITED DRAFT

sector’s "traditional" are born new modes of actiomestment and production. As such,
a new agricultural development paradigm tends towaympose itself, which has
repercussions manifesting itself both at natiomal iaternational levels.

The objective of the models is to attract privameestors towards the agricultural sector.
The finance value-chain is the vector through whids capital inflow is channeledThe
finance value-chain structures investments whiod piroposed throughout the value-
chain. The Financial services are often combineth wwiarketing activities and possibly
technical suppott® (Figure 1). The approach is not new, and sevepatatural export
sub-sectors (such as coffee, cotton, etc.) aradyrstructured according to this model.
However, these last years, this financial stratkggw a wider distribution, as well
geographical as at the level of the concerned vethaéns (eg. cereal).

Enabling environment (policies, regulations, institutions: the business climate)
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Figure 1: Thefinance value-chain and the advanced integration of value-chains

This increasing control over the agricultural proiiee cycle, in particular over the
primary production, is established through a sttemged vertical integration.
Downstream (including financing) and downstream (tg the distribution and
commercialization) undergo an ever-increasing cotmagon process to the advantage of
some macro-actors. By means of partnerships, dfacnalization, etc., these dominant
actors widen their control over the productive eyri its entirety. This approach also
aims at limiting the risks inherent to the agriowdt activity. Thanks to the circulation
capital and information flows, transactions coste eeduced and the risks limited.
Although cases down and upstream integration byapolistic agricultural production
companies exist (cf Cargill, Monsanto, etc.), alegnation process occurs, including of
the agricultural production, initiated from outsidethe agricultural sector, in particular
by financial actors.

1. New models of agricultural financing and production

14 De Janvry, A. (2009). Agriculture for Developmeméw paradigm and option for succeagricultural
Economicsyol.41, Issue supplement s1, p.17-36.
15 Devéze, J.C. (2008Défis Agricoles AfricainsParis, Karthala-AFD.
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If a first common characteristic is the total imagpn of the different sector segments,
the second is the interest of new types of actreddy or not at all involved down and
upstream in the agricultural sector) in primarydarction. Various models according to
the established organization (contracts, productaoisourcing, etc.) and the actors
involved (banks, intermediaries, investment fundlithout claiming to be exhaustive,
three models are detailed in this article: banlegrdtion, engineering companies’
engagement and investment funds.

* Bank integration within agricultural value-chains

Banks are traditional partners within the agricdtiand agro-industrial sectors, which
they finance through a "classic" form characterizg@ loan granted and secured through
collateral, generally land. In the context of geegierspectives of financial returns, banks
tend presently to strengthen their control andrtperticipation along the agricultural
value-chains. This banking integration is essdgtiabéstablished through the
contractualization of the various parties, in gartar the producers (Figure 2).

Concerning their relations with the producers, & msk management strategy occurs.
Instead of using the land as collateral, it ispghaduction which covers the granted loan.
This evolution must be put in context with the emse of input costs compared to the
value the land. In general, the latter is not sigfit as collateral to cover the farmers’
expenses. As such, the bank supplies the necdggaidities in exchange for the rights
over their future harvest. This contract is nedeticbetween both parties at the beginning
of the productive cycle, in other words, even befeeeds are sown. The farmer has lost
the ownership of his/hers production.

The contract stipulates the type, the volume ardagimality of the production, defined
according to farm characteristics (size, soil dyaktc.), and the purchase price of the
produce. This purchase price is calculated accgrtinmarket evolutions projections.
The producer thus has a fixed income defined inaadg, namely the amount of the
production less the granted loan and the interdstsase of surplus or of shortage
compared to the agreed upon volume and to thetgdixied, the farmer will be credited
or debited of the corresponding amount. As suadh,rigk of production is transformed
into performance risk, which is entirely born by tiarmer.

A multi-risk insurance, engaged in through the harwvers the producer against all
natural risks inherent to the agricultural activffipod, fire), from the beginning of the
cycle. Since the bank contractualizes with seveahers geographically scattered, it
limits its production risks and it benefits from portant economies of scale with
insurance companies. The bank also limits the migleted to price fluctuation. Indeed, it
takes care of the commercialization managementpaid coverage through the futures
market (i.e. SAFEX’s futures market in the Southiégn case).

During the productive cycle, the bank and the iasoe company are monitoring the
production (mainly through agricultural engineezgployed by the banks, but also by
satellite). At the end of the harvest, the farmeliveérs his/hers production to SAFEX
certified silo, which guarantees the ownership ofolume at a specific quality to the
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bank. Commercialization, done by the bank, is omgh mainly through the financial
market.

Production
hedge

Multi-peril

-
_—

Crop insuranc

BANKS
-
o
On =
o S is gl |8
5 o == o | & = S
= O f = — 3 = —
- o = 0 — w =
g | : = = o ()
o s 13 S| = v
— - o
=
Procesors
o 1
7 o =
pis g | © I
& | < o < S, 2
Ll e | & » | 5
o | 3 < 2 > T
3 | 2 o - £ 1
a' = [y (2]
® | O el
- 5 S
» ® INPUTS |
—~ » SUPPLIERS -

VALUE CHAIN FLOW

Figure 2: Direct bank integration into agricultural value-chains
Source: Ducastel, 2010.

It is estimated that about 30 to 40 % of the SdAififica’s annual cereal production is
controlled through the framework of these modatslekd, the three main commercial
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banks engaged in such models (ABSA, Standard Gkdrend RMB) declare detaining
each approximately 13 % of the production (raretyemagain to limit risk). These banks
presently diversify their agricultural activitieewards horticulture, animal production
and the other agricultural sub-sectors.

* The agricultural engineering companies model

Sector integration can also be established thrantgrmediaries, mainly agricultural
engineering companies. The aim of these compasig® icentralize all the farmer-
oriented services (input supply, technical suppootnmercialization) within the same
entity. It thus proposes to the producers a conteh@rrangement representing in all-in-
one integral solution.

In the large majority of the cases, there is nogfer or acquisition of land. The producer
rents out his land to the management company. Etiotuobjectives are set in a

contract, as well as the production specificatiang the corresponding remunaration for
the producer. The producer has often no insigtitstime decision-making regarding the
operations. In exchange, the company supplies ttiréeputs to the producers and

guarantees the sale price through the acquisitfopositions on the futures market.

During the production cycle, the company monitdosely the operations. Engineers are
sent out, operations are overseen through powsafgllite systems and the production
accounts of the producer are kept under observaifter the harvest, the company is in
charge of the marketing of the production over Whicsolely retains the rights. Once the
production sold, the management company reimbutsedoan granted by a financial

institution (Figure 3).

Within the framework of this model, the financialations are also restructured, or are
even non-existent for the producer. The relatiarsbatween the bank and the associated
company and are defined within the framework ofoatact which stipulates that the
intermediate company is both the guarantor of #wsasnal loan and the responsible of
the production. The bank supplies thus the neces$quidities and multi-peril
insurances not to the farmer but to the intermgdiar

The added-value of such a model compared to thequ® one seems is the agricultural
specialization of the management company and thvemity relations between the latter
and the main actors of the sector. The company sndtke profit through its high
technological contribution to the agricultural opgons, the economies of scale related to
input purchase, insurances, etc. and through addarisk management. As such, the
bank engaged in this circuit delegates all thestigkice as well as production risks, to the
intermediate company. This company, on its sides iseveral several risk management
instruments. Firstly, it uses agricultural futurearkets (SAFEX as well as Chicago) to
guarantee the sales price and covers productiés tigough natural risks insurances.
Secondly, besides the selection of producers acwprob their experience, previous
results and farm characteristics, the company eutjin direct presence on the field -
tends to reduce the risks related to the volume tanthe quality of the production.
Finally, these companies tend to lead a doubleegtyeof diversification. On one hand, at
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the geographical level, as in the previous modeaytengage contracts with farms in
different geographical zones; on the other handy ttevelop their activities within
several agricultural sub-sectors. If cereal produactepresents their primary target, they
do not hesitate to commit in fresh produce produngtbiofuels or livestock.

It is at this stage difficult to estimate the exter this model. The best established
agricultural engineering company in South AfricaF@rmsecure — a company without
preliminary experience in the farming sector, aedain 2004 with the objective of

engulfing small and medium-sized enterprises, astr00 farm structures in South
Africa, representing about 8 % of the nation’s alraereal production. Other companies
seem to structure and establish themselves rapidly.
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* The investments funds

Since 2008, the South African farming sector i aisarked by the proliferation of
investment funds specially dedicated to agricultdiee profile of these funds and the
investors who contribute to them varies: commerdahks, institutional investors
(pension funds), public actors (development agepcietc. For the greater part, it
concerns actors external to the sector. The managenf these funds is generally
entrusted to agricultural companies which havellegperience and networks.

According to the expectations of these investorsfigability, funds’ cycle) and of their
anticipations of the future, these funds adoptoteristrategies. Not all target the same
assets, nor adopt the same management of theds. #sssuch, certain funds specialize
on land acquisition as, for example, Emvest andcAf’fSouth African Agricultural
Fund. In that case, these structures aim at aogulitinder purchase or long term lease
agreement, farmlands with agricultural potentialithid this category of investment
funds dedicated to the land, one can distinguisgisehwhich undertake directly the
production on these farms from those which arecautsng it. The first category focuses
on an increase of productivity, through the usaigh technology in particular, and on a
rise of food commodity prices. The second grougsileg out land to farmers whoa re in
charge of its development and production, specuatéhe rise of land prices, and thus
on the rent they'll perceive. Two types of spedolathus support this dynamic: the one
directly related to land prices, the other onetegldo agricultural commodity prices.

Certain actors looking to invest in the agricultuszctor consider the direct land
acquisition strategy, with or without control ovitre production, as too risky. In that
case, equity funds constitute an alternative. Tés$ one has the objective to acquire
equity shares into an agricultural or agro-indastcompany. The risk is limited since
capital is not placed in less rigid and sociallgslesensitive assets such as land. The
agricultural company receiving these funds enjoggiBcant capital inflows which
enabling it to develop its activities. AlthoughgHinancing model is less costly for the
receiving agricultural company, compared to thelbased system, it in turn cedes parts
of its autonomy to the investor.

As is the case with the funds dedicated to landiiagdtpns, these investment funds in
shares lead to various strategies guided by thdighiens to which they adhere, and
especially by the expectations of their investéi®. example, "fixed-term funds"”, those
who have a life expectancy generally between 105tyears (although can be shorter),
guarantee high returns in the short-term to thest@mers. They favor initiatives and
activities offering fast and high returns for a mal investment. On the other hand, the
funds with no closing date adopt strategies baseth® longer (sometimes longest) term
with guaranteed and regular returns.

It was noticed that presently on-going investmemtds tend to privilege shares within
already profitable and competitive companies. THase ones benefit from additional
capital inflow to strengthen their position. As Bucthese increasing massive
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interventions of investment funds will strengthba positions of already dominant actors
in the agricultural sector, to the detriment of tthers. According to the amount of
shares acquired, allowing a majority or minorityspion, the investment fund will have
different rights regarding the management of thengany’'s activities. Again, here,
different strategies occur. Zeder, for example, rieks reduction reasons and since it
does not want to get involved in the productiomtsiyy and management, aims only at
minority positions (between 20 and 34 % of the efarOn the contrary, Agri-Vie — an
apparently more aggressive investor - tends torgball the activities of its subsidiaries
by imposing its own management model (cf. Table 1).
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Table 1: Examples of investment funds specialized in agricultural initiativesin South Africa

Investment fund Fond owner Origin of capital Capitalizati | Investment capital Activity
(date of on amount area
establishment)
Emvest Emergent Asse -Land acquisition with direct engagement in prtéhn, transformation and Southern
(2008) Management  (UK- commercialization Africa

based investment -Several agricultural sub-sectors

fund, specialized in

emergent markets) &

Russel Stone Group

(SA agro-business)
South African| Old mutual (SA| European and SA life R3 billion | Speculative land acquisition (no direct controlroagricultural production) |  Souther
agricultural  fund| financial institution) | insurance companies andApprox 300 Africa
& African pension funds million
Agricultural  Fund Euros)
(2010)
Zeder PSG (SA group -Minority position (between 20 et 34%) with ausinesses South
(2006) dedicated to financial -No direct implications regarding production butlhwinanagerial inference| Africa

services) -Downstream and upstream activities
Agri-Vie Sanlam (SA| Pension  funds, Private R700 -Majority position in agri-businesses (cerealseéitock, horticulture...) Africa
(2008) insurance company) | foundations (Kellogs), Publi¢ million (70 | -Direct control over production

institutions (Industriall million Priority given primary production
Development Corporation) | Euros)
African French development AFD, AfDB, AGRA, IFAD, | US$150 -Intégralité de la chaine de production agricoléemary (production,| Africa
Agricultural fund Agency (AFD) (?) West African Dev Bank million transformation, infrastructures...)
(2009) -Towards commercial agriculture (80% of capital)dafamily-based
agriculture (20%)
TransFarm Africa | NEPAD businesy Private foundations (Hewlett) US$20 Strategy not developed yet Africa
(2011) foundation million
Fund of the Rand RMB Own funds -Priority to transformation and coercialization agri-businesses - Shafeafrica
Merchant Bank of minimum 25%
(RMB - SA -Land acquisition (30 000ha in SA)
commercial bank) -Management and direct implications for the com{maagtivities
-Cereal and sugar cane

Source: Ducastel, 2010.
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Within this investors’ group, it is frequent to id#y public institutions such as national
or international/inter-governmental development reges, as well as foundations
dedicated to development. Often, a very same eistitgus guided simultaneously by a
commercial orientation and a developmental deteation, indicating the increasing
confusion between the promotion of development gmdmotion of the private
investment.

The extent of these investments is unknown, eslhedince several funds were only
recently established and have yet to develop thgtementation strategy (it is the case
of the TransFarm Africa fund).

4) Reflectionsregarding agriculture and the peasant

This description of the state of macro-actor engsge in South Africa’s agriculture,
based on the investment and production models itgdeeing established, highlights
several trends and brings to the fore a numbeues$iipns.

* Financiarization and corporization of agriculture

First of all, the models show that new actors apmeathe South African agricultural
scene. Indeed, originating from industrial or fio@h sectors, engaging as entrepreneurs,
investors or even as pure speculators, the suppiathese capitals seem more and more
exogenous to the agricultural sector. Besides &imay) these actors bring along renewed
business logics, modes of actions and regulatstesnming from other activity sectors.
As such, a "corporization” of the sector” is takiptace which is translated by the
redefinition of the borders of the agricultural ®ec The increasing role of banks and
investment funds, for example, seems to lead famariciarization” of the sector. Indeed,
since the last couple of years, agricultural spg@n knew an unprecedented boom. If,
previously, speculation was an internal and shartit phenomenon, it is henceforth
adopting long-term strategies, led by actors esleim the sectdf. As such, within the
framework of the futures markets exchanges (SAFEXSouth Africa), a decreasing
number of contracts result in an effective deliveFiis trend is similar to speculative
mechanisms in other sectors, real estate in péaticu

The South African agricultural sector is presenidyso characterized by an
industrialization process, or rather a "corpor@atiprocess. It is not mechanizatipar
sewhich constitutes the specificity of such dynatit rather the transformation of the
production structures and their interactions. Iasnegly, the the agricultural value-chain
tends to be controlled by one dominant actor. Tdw@rol over various segments along
this chain is established either through directugtion, or by contractualization of the
actors. Although in South Africa, banks and cerfairmer cooperatives represent these
dominant type of actors, other models engagingedifit macro-actors occur elsewhere

6 Op. Cit, S Dubois, 2010.
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(eg. Urugua¥). The organization of the agricultural productiends towards a strongly
integrated structure, comparable to Taylorist imdaischains, in which the most risky
segments are outsourced towards intermediariesswjoort the costs and the risks.

This double - financiarisation and corporisatigorecess of the agricultural sector, leads
to a new regime which is characterized by the damiof a few large international food-
business group$ and could lead to the marginalization of the migjoof the African
farmers due to biased power relations and to catdtmn with models of significantly
higher productivity®.

* Concentration et dualisation within the sector

These evolutions tend to strengthen the dualisabbrSouth Africa’s agricultural
structure. Whereas the macro-actors of the foodgssing industry see their dominant
positions strengthened, entire fractions of theafjuSouth African society are excluded
from these dynamics. Indeed, the selection proopssated collectively by banks and
insurance companies excludes the small farmersyedisas the emergent ones (land
reform beneficiaries). As the selection criteri@ &rm size (not less than 500ha under
production at ABSA, for example), solvency, paspeniences of/with the farmer; only
commercial producers already well-established aoimmercial circuits are eligible. The
entry barriers (capital, control over flows, regpet standards, etc.) are increasingly
strenuous, limiting possibilities for the majorifthe producers and leading to amplified
concentration. The evolution of primary productsggment seems to follow downstream
(fertilizers, seeds, inputs) and upstream onescgasing, marketing), which are already
characterized by a limited number of actors colitiplthese markets at natiof&br
international® level.

Two groups of actors seem to benefit particularbyrf the agricultural restructuring. First
of all, the commercial banks and the insurance @mgs, which, by controlling directly
an increasing part of the primary production andrbgosing their selection criteria to
the producers, turn into the regulators of theae®y integrating the entire value-chain
and by centralizing the information flows, theyiaipate the evolution of these markets
in particular the prices, act as arbitrators ofsthenarketS and seem to be capable of
influencing the prices in their favour by specuigtion the increase or decline according
to the anticipations. Secondly, other beneficiamésthe evolution of the production
structures are the agricultural intermediarieseéd the financial institutions intending
to invest in the agricultural sector do increasyndgpend on the services of agricultural

17 Analysis de cadenas basadas en la produccioradegyde secano para la definicion

de lineamientos de politicas especificas en UrugeA®, 2009.

18 Huggins, C. (2011). Commercial pressure on laritsihistorical perspective. Rome, ILC, Commercial
Pressures on Land, Research report, 46p.

19 Losch Bet al (2010). Structural Dimensions of Liberalization/Agriculture and Rural Development.
A Cross-Regional Analysis on Rural Change. Wasbimgthe World Bank, Synthesis Report of the
Ruralstruc program, final Draffune 2010.

% Greenberg, S. (2010). Status report on land ariduigiral policy in South Africa. Cape Town, PLAAS
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engineering companies. Both managers of the figldratsions and of the financial
transactions, these companies are capturing aeasicig part of the margins generated
by through the agricultural activity.

* Speculation and foreign powers

The control over the agricultural production by fevacro-actors, who represent in many
cases foreign capital, raises not only the proldémine concentration and the dualisation
of the sector, it also draws the attention on thednto analyzed this phenomenon within
the framework of the strategies of these actodedd, the strong volatility of agricultural
prices strengthened by the removal of stabilizatrethanisms according to a context of
regulation of the sector by the market facilitatesnomic agents’ direct involvement and
control over agricultural regulation mechanisms. @ hand, speculation strengthens
profit-oriented strategies, to the detriment ofd@afety concerns in the countries where
the effective production takes place. On the otmemnd, as foreign economic powers
control an increasing part of the production, gcaémphasizes food sovereignty issues
within these countries in a context of amplifiedelialization. Producing countries’ food
safety and sovereignty are thus at stake.

Indeed, as noted by the special Reporteur on gt to food®, a significant part of the
volatility and the rise in prices can be explaitgtthe emergence of speculation, and an
essential role is attributed to the engagementhenmarkets of powerful institutional
investors (investment funds, pension funds, commakettanks). The latter are often
foreign and generally little, even not, interesitebjectives of stabilization, food safety
and food sovereignty. If this price volatility ofrécultural commodities and the strategies
of speculation raise problems related to the impletation of development programs,
they also emphasize questions regarding the regulaf the agricultural and financial
sectors and regulatory frameworks in a large numtierdomains including the
functioning of the futures markets and foreign é&.ald also leads to consideration related
to national policies, the development of the sebaged and financial strategies, and
regional integration.

* Proletarisation and pauperization of the agricultiisociety

Even though the emergence of these new productiodel®m generate numerous
economic related uncertainties, these new evolsiteme socially the most concerning.
Indeed, one of the common characteristics of thesevations seems to be the
increasingly marginal position of the producers &arch workers.

The incorporation process of family-based produbsrsnacro-actors is detrimental for
former. Both parties have diverse financial, soara cultural resources leading to biased
relationship&’, which seem to exceed the traditionally cleavagéisin the South African

#ugpéculation agricole et flambée des prix alimesta Réguler pour réduire les risques de volétilit
note d’information du Rapporteur spécial sur latdkd'alimentation, septembre 2010.
4 Borras, 2008.
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agricultural sector. Land owners find themselveiporated within production chains,
in which they represent only an isolated element @m which they have no decision-
making or orientation power. Generally, the techha@apital used, characterized by ever-
increasing costs, does not belong to them, butaderavailable by the management
company. This situation creates a dependency &fatmers, since they become unable
to withdraw from these production relations, withésing their access to the necessary
finances and inputs. The granted funds are short;teften linked to the production
cycles, and correspond to amounts calculated aiogptd the production of particular
guantities. As such, allocated funds do not all@ditonal productive investments and
seems to condemn the producer to renew his/heps@asommitment year after year.
Although they are land owners, their situation mreéasingly similar to that of
proletarized agricultural employees or of servicevjlers.

These transformations have not only implicatiornstiie producer as an economic agent,
but also, and especially, as a social actor. Thierpbrisation” perturbs social
relationships and traditional features charactegiZzbouth Africa’s agricultural and rural
environments. The family unit constituted, untitiéy, the basic structure aroung which
was organized agricultural production, as wellhe former-homelands as on the white
commercial farms. The transfer of autonomous fareityerprises into the integration
within an entrepreneurial structure modifies neaglsthe relations with the agricultural
activity perse. In addition, beyond the producerd Endowners, farm workers also see
their situation degrading. The recourse to agnralttechnologies requiring low, often
seasonal, labour, results in the maintenance of piteeariousness of the working
condition$®,

* South Africg an agricultural laboratory for the continent?

Several elements indicate that these investmentpaoduction models expand on the
continent. On one hand, South African agriculttaatl agro-industrial companies are
conquering new markets. As such, Farmsecure isdr@resent in eighteen African

countries and aspires to pursue its expansionaiticplar towards western Africa; the
South African banks are also increasingly presenthe continent (Standard Bank has
operations in fourteen countries and is particylamphasizing agriculture; RMB is

acquiring share in African banks to re-orientatrthctivities); and, since a few months,
several large-scale land acquisition projects wareounced by South African

companies/organizations in African countries (egri8A in RDC?®). On the other hand,

other international (RaboBank is already engagedgimiculture in about ten countries,
prospection of Chinese banks through South Africampanies occur) and African

companies/initiatives (a Kenyan investment fundpresent in several East African
countries) are developing their activities on sanihodels.

If investment conditions are not as opportune amdl-structured as in South Africa,
measures are developed to adapt them to the loaditons. For example, investments

% Anseeuw (2007). The South African Paradox...
% Op. cit, Anseeuw, 2010.
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in the local production of inputs are being realizeo facilitate the development of a
financing model without transfer of assets, in ortte limit the risks in production

environments less conducive than South Africatitirte development of prototypes of
silos easily transportable and adapted to varidumsatic conditions in the countries
where such infrastructure is lacking.

5) Conclusion

The South African farming sector is presently chiazed by important restructurings,

related to the recent agricultural and financialses and characterized by the
financiarisation and "corporisation” of agricultuteleads to a concentration in the hands
of a few traditionally non-agricultural macro-actpras well as to a new process of
"agricultural proletarianization ", transformingnidy farmers into rent-seekers and\or
agricultural workers on their own lands.

In the absence of alternative successful investnamd production models, this
conception of agricultural development centeredr@tro-actors becomes the reference
paradigm. If it is presently the case for Southi@srin particular, the model seems to be
exported to the rest of the continent. It is, irjeadopted by the public development
agencies (NEPAD, AfDB, etc.) and exported by thesero-actors within the framework
of their economic expansion. As such, they tenidhjmort their models and their vision of
agricultural development.

These transformations are the bases of the prageictltural development tensions: the
debate between small-scale agriculture and thee largechanized operations, the
opposition between speculative investment and &emdirity, or the questions related to
the promotion of foreign investment and food sowgry. They particularly underline
the lack of reflections and debates around the icapbns of these transformations
regarding national and international developmenlicigs and trajectories, whether
agricultural or not, for these developing countiiesearch of alternatives.
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