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LIST OF ACRONYMS 

DAFF

- Department of Agriculture, Forestry and Fisheries 

DG

- Director General

DRDLR
-Department of Rural Development and Land Reform

dti

- Department of Trade and Industries

IFSS

- Integrated Food Security Strategy

IFPI

- Fetsa Tlala Integrated Food Production Initiative 

NAS

- National Agro-processing Strategy

NDP

- National Development Plan 

NPFNS
- National Policy on Food and Nutrition Security 

NT

- National Treasury

PDA

- Provincial Department of Agriculture

PDI

- Previously Disadvantaged Individual

RSA 

- Republic of South Africa 
SMME
- Small Medium Micro Enterprises 

SPSS

- Strategic Plan for Smallholder Support 

1.
Introduction

Government realizes the plight faced by the rural farming population in improving their socio-economic conditions particularly due to inadequate operational farming resources (production inputs). In response, the State seeks to establish an enabling Mechanisation Policy Framework to assist the resource poor and underprivileged in order to alleviate poverty, promote food security and create vibrant agricultural communities with improved opportunities to participate in the mainstream economy. 
South Africa is still riddled with the ravages of poverty, inequality, unemployment and hunger partly owing to historical imbalances. Notwithstanding the development of Integrated Food Security Strategy (IFSS, 2002) to streamline, harmonize and integrate the diverse food security programmes, food 
insecurity still remains a challenge for the country especially at rural household level.
The right to have access to sufficient food and water is enshrined in Section 27:1(b) of the constitution. The constitution further mandates the State to take reasonable legislative and other measures, within its available resources, to achieve the progressive realisation of each of these rights.” (Constitution, 1996: 12)
The National Development Plan (NDP) sets out various methods and targets to eradicate poverty reduce unemployment and eliminate inequality by 2030. It identifies Food and Nutrition Security as a key element of both poverty and inequality. As a result the NDP makes reference to a number of steps that will improve food security, including the expanded use of irrigation supplemented by dry-land cropping, security of land tenure, especially for women and youth, and the promotion of nutrition education.

To this end, government has formulated a National Policy on Food and Nutrition Security anchored on the following five pillars:

· Food safety nets
· Nutrition Education
· Increased Food Production
· Market Access
· Risk management
To realise increased food production including market access for black farmers a conscious decision has been taken by the State to help support the development of one million hectares of under-utilised land in communal areas and land reform farms.
Although an estimated 4 million hectares of moderate to high potential communal and land reform lands remain underutilized due to a lack of resources, the implementation of an appropriate mechanisation strategy could be one of the catalysts necessary to unlock the potential for increased food production and security at a local level. 
Mechanisation in agriculture, forestry and fisheries involves the use of tools, equipment and machines appropriate to execute specific functions in the 
production/harvesting, storage, processing, transport and marketing value chains. It utilises manual, animal and mechanical power to various levels. However, for the purposes of this policy framework the scope is circumscribed to production and harvesting technologies in full appreciation that the National Agro-processing Strategy (2012) succinctly provides for agro-processing technologies. It is important to note that
mechanisation is a portion of the inputs required and cannot therefore ensure production on its own without addressing the total production supply chain (i.e. timely supply of fuel, fertiliser, seed, agrochemicals, etc.)  To be cost-effective, mechanisation must be appropriate and economically viable against the varying conditions prevailing in different regions and even localities.
This Policy Framework is seen as a radical intervention that offers an exciting opportunity to develop vast tracts of underutilized moderate to high potential agricultural land in accordance with National Policy on Food and Nutrition Security. The framework will further guide; coordinate and harmonise implementation of mechanisation support service by the State including the promotion of sustainable utilization of resources for increased food production particularly by resource poor farmers. 
2.
Problem statement
Mechanisation support service is one of the critical pillars in achieving the objectives of the Fetsa Tlala Integrated Food Production Initiative. Fetsa Tlala is an integrated government framework that seeks to promote food security and address structural causes of food insecurity, which continue to perpetuate inequality and social exclusion.
Government’s intention to support food production initiatives at local level was evidenced by the provision of 674 tractors and associated implements distributed to all provinces. The provision of this mechanisation support was over and above the already existing support packages available to farmers through provincial support. Provinces have also over the years been employing different strategies to implement their mechanisation support services. However, due to a mechanisation policy vacuum, there has been no standard way in which different provinces implement their mechanisation strategies. This has led to a lack of uniformity and coordination resulting in producers unable to access mechanisation support when required and stakeholders not playing a meaningful role in the provision of mechanisation support. 
Mechanisation challenges experienced in provinces include but are not limited to:
· Unavailability of mechanisation support to producers when required

· Majority of producers can’t afford mechanisation – due to economies of scale and high operation and maintenance costs 
· There are few or no financial institutions to facilitate credit requirements of mechanisation 

· Local supply chains are poorly scattered that limit availability of services and parts 

· There is a lack of technical skills and other human capacity 

· There are inadequate mechanisation training facilities 

· There is an uncoordinated approach to mechanisation support 
· Government operated mechanisation support does not work due to inherent supply systemic constraints (timeliness and appropriateness) 
· The size of the South African market limit the number of role players that can successfully penetrate it
· The mechanisation value chain from research and development, manufacturing, distribution, access to credit, operation and maintenance, is easily distorted and collapses when government interventions result in short term unsustainable support.
3.
Objectives of the mechanisation policy
The present position is that rural communities with access to medium to high potential land experience local food insecurity and malnutrition due to the unavailability/affordability of mechanisation services and other production inputs. Enabling production for households with land access will reduce the dependency on social grants and improve the social well-being of those involved. The development of a guiding mechanisation policy framework will therefore create an enabling environment for the agricultural sector to access mechanisation solutions that are affordable, sustainable and contribute to an improved food security position in South Africa at all levels. In this respect the following have been identified as objectives espoused by the policy framework:
· To ensure the provision of an affordable mechanisation service to subsistence households and smallholder producers with access to viable natural resources.

· To unlock the potential of underutilized agricultural resources and increase food production and reduce poverty and underdevelopment. 

· To enable the full access and utilization of available equipment
· To support the provision of holistic support aimed at producer growth and development

· To promote local economic benefiation. 
4.
Guiding principles of the policy framework
The underlying principles to govern the mechanisation policy framework and strategies/programs include:
Co-operative governance: engagements with other relevant stakeholders in joint planning and coordination to ensure holistic, integrated and coherent programme.

Participatory approach: encourage community involvement during both planning and implementation phases of the programme to promote community ownership. 

Sustainable natural resource management: ensure consistent application of sound agricultural land use management principles and compliance with regulatory frameworks for sustainable and increased food production.

Equity: promote the empowerment of previously disadvantaged sectors of society and strive to achieve gender parity and youth empowerment.

Competitiveness: to promote the competitiveness of the individual enterprises and the entire sector through improved efficiency and productivity, free and fair markets and innovation.
Sustainability and self-sufficiency: encourage self-sufficiency and reliant leading to empowerment and spirit of entrepreneurship 

Capacity building: to improve capacity to optimally utilise the resources dependent on infrastructure, finance, technology, services and skills development

5.
Legislative Mandate 
Due to the fact that agricultural production doesn’t occur in a vacuum, the policy 
will therefore be guided by the following legislative mandates:  

· Constitution of the Republic of South Africa (Act 108 of 1996)

· Public Finance Management Act 1 of 1999

· National Environmental Management Act 107 of 1998

· Marketing of Agricultural Products Act 47 of 1996

· Conservation of Agricultural Resources Act 43 of 1983

· Plant Improvement (Act 53 of 1976)

· National Veld and Forest Fire Act (Act 101 of 1998)

· Agricultural Pest Act, 1983 (Act 36 of 1983)

· Perishable Products Exports Act (Act 9 of 1983)

· Fertilizers, Farm Feeds, Agricultural Remedies and Stock Remedies Act (Act 36 of 1947)

· Plant Breeder’s Right Act (Act 15 of 1976)

· National Environmental Management: Biodiversity Act (Act 10 of 2004)

· Occupation Health & Safety Act (Act 85 of 1999)

· Skills Development Act


6.
Proposed policy framework

Mechanisation strategies should seek to create enabling environment which incorporate/address factors necessary to implement an efficient and effective mechanisation programme/ strategy at district and local level. Fundamentally, it is imperative to consider sustainability of state owned equipment and the role of the State in the provision of mechanisation solutions to producers. To this end this policy framework strongly recommends that government should strive to relinquish ownership of mechanisation equipment and consider other alternative policy options with better chances to realise the desired outcome. The policy shift however dictates that due diligence should be conducted to evaluate and guide provinces of appropriate options. This may include but not limited to the following: 
· Budget for mechanisation cannot be separated from that of other inputs required for production
· An optimised mechanisation plan is required for each enterprise
· Government must avoid ownership and operation of tractors and equipment. Therefore the policy advocates for the disposal of such equipment.*
· Government should create an enabling environment through support that provides stimulus for agricultural production. 
· Promotion of cooperatives where feasible is encourage to optimise use of land and equipment
Option A – Transfer of government owned tractors and equipment to cooperatives

The option proposes that appropriately available equipment from the present government pool be identified and transferred to agricultural cooperatives. While commercial farmers enjoy economies of scale it is seldom the case with individuals targeted by this model, hence the need to encourage support to cooperatives. Agricultural cooperatives are formed by members that are farmers and that have a common goal. This places the cooperatives at an advance to optimise the utilization of shared mechanisation solutions that would otherwise not be possible to afford by the individual members of the cooperative. Provinces will then have to monitor the utilization of the equipment and support these cooperatives with access to the other inputs required to achieve adequate production.

Provinces should identify agricultural cooperatives that have the necessary institutional and management skills as well as the financial ability to operate and maintain the equipment required. The ability of the cooperative to access the other inputs required must be established to avoid isolated provision of mechanisation solution. 

Where agricultural cooperatives are well functioning, the mechanisation services required by smallholder farmers, that are members of the cooperative, can be delivered through the cooperative. In these cases the cooperative can be considered to be a service provider to its members. 


After an appropriate mechanisation solution is developed with the cooperative, provinces should identify equipment available from its pool for disposal. The equipment that addresses the needs should be disposed to the agricultural cooperatives in accordance with prescripts. Where the condition of the equipment is not fully functional the equipment should be repaired to an acceptable condition before it is transferred. The rest of the mechanisation solution should be funded through the credit facility developed.

Valuate the equipment that are earmarked for transfer and linking it to the financial lending institution. Redistribute to producers at 80% grant and 20% repayment

Option B – Utilisation of local SMME Contractors/Service providers

Small Medium Micro Enterprises (SMME’s) and service providers exist in all provinces and provide mechanisation services on a cost recovery basis. Some of the mechanisation services such as harvesting with large combine harvesters are not economical if the area harvested does not warrant the acquisition and operational cost of the equipment.

Part of rendering mechanisation services to agricultural cooperatives or individual producers should include the use of SMME’s that provide such services. The mechanisation plan should thus identify the availability of such services in the area and utilise it to improve cost effectiveness and economic viability of the business plan. This option creates employment and entrepreneurship opportunities for people who don’t necessarily want to engage in primary production.   A fixed rate should be determined for the services rendered and must be approved by the provincial Treasury. It would be encouraged as good practice if all provinces agree to use the same rates for the same services. The aim of this intervention is to make use of SMME’s in a specific area and to prevent as far as possible the use of service providers that have to transport equipment over long distances.


It is necessary to make use of this existing mechanisation capacity to boost production and local entrepreneurial empowerment. Some of the equipment currently in the mechanisation pool can be made available to SMME’s with a contractual obligation to provide service to identified beneficiaries. The value of the equipment transferred to SMME’s can be repaid to government by them by reducing the payment for services delivered by a certain amount that reflects the value repayment of the equipment received.


Option C – Establishment of a Credit Facility

Access to credit is currently one of the most critical aspects that limit production at various scales. Several Acts and financial institution criteria to evaluate customers prevent producers in communal areas and land reform properties to access credit for production purposes. The most important criteria being that the applicant must be the holder of the title deed on the land. Affordability criteria also play an important role as well and can seldom be adequately proven by most involved.


Establishment of a credit facility that provides affordable loans to farmers and agricultural cooperatives with sufficient economies of scale to purchase equipment but cannot obtain credit from commercial financial institutions is critical. This facility should be funded through a revolving credit fund. 

To enable PDI’s to get involved in agricultural production a grant of at 50% of the purchase price if the purchase entails conventional equipment and 66% if the purchase entails conservation agriculture equipment is proposed. The maximum amount that can be received as a grant is proposed at R 2,5 million. Repayment should be over a period of five years at preferential interest rates. A means test should apply to determine the financial viability and affordability of the amount after the grant deduction. Insurance should cover the loan repayment. 

6.1
Guidelines for mechanisation support

The development of the norms and standards is crucial for purpose of guiding the level/scale of support to be provided to producers through various government programmes. The implementation of mechanisation programmes should therefore also be guided by allowable or acceptable norms and measurable standards to ensure uniformity in mechanisation support provided. 
It is the prerogative of each province to set standards and criterion for the mechanisation support program. These should include consideration of the following: 
· To ensure that value on investment is derived through selection of cost effective, viable and sustainable mechanisation strategies
· To channel comprehensive support to producers in addressing the gaps in the broad spectrum of needs for these producers
· To strengthen institutional arrangements (partnerships, restructuring, funding, establish new entity/ties) for the effective delivery of services

6.2
General conditions of support

Provinces should develop detailed conditions of support to producers guided by the following amongst others to ensure compliance:
· All clients assisted through the mechanisation program to procure any mechanisation units shall NOT dispose of such mechanisation units in the first five (5) years of such acquisition. Anyone found to have contravened this clause, shall be liable to refund the department its full contribution to the purchase price with interest.

· In addition to the above, those who sell their mechanisation units before the stipulated time of five (5) years should be blacklisted from all government assisted programs for five (5) years from the confirmed date of sale. Deviation from this provision should be thoroughly motivated and subject to approval by the Accounting Officer,

· In the case of threatened / imminent repossessions, liquidations, or any matter that would result in the beneficiary losing the asset(s), the beneficiary should inform the provincial office in writing of such intended action within seven days of receipt of such notice.

· PDA’s should make unannounced visits and at all times have access to beneficiary premises for the purposes of inspecting the usage, operation and maintenance of supported mechanisation. Provinces should generate monthly and quarterly reports of their mechanisation programs for the consumption of relevant stakeholders.
· Service providers that manage and/ or render mechanisation service should keep records of services rendered which will assist provinces to check the performance and evaluate the impact of their mechanisation programs.
7.
Monitoring and evaluation

Government should continually monitor and evaluate their mechanisation support programmes/ strategies in line with the current M & E frameworks. Provincial M & E frameworks should allow for periodical evaluation of programs with focus on their objectives, outcomes and impact.


Provinces will be expected to report progress on a quarterly and annual basis on the following performance indicators:
· The area (ha) serviced per household
· The area (ha) serviced per agriculture cooperative
· The area (ha) serviced per district

· The area (ha) serviced per province

· The average cost (R/ha) of providing the services per district
Furthermore data should be collected on the following:


· Project/ beneficiary information (i.e. name, contact details, ID numbers, etc)
· A GIS database with the position and size of each beneficiary/ project land mapped.
· Support provided to each individual/cooperative

8.
Timetable and implementation

The mechanisation support policy to be implemented through the Food Security and Nutrition Programme timetable. The key actors responsible for implementation are the provincial offices being informed by available budget.
	ACTIVITY
	DATE

	Consultation with provinces
	12 August 2014 (took place – awaiting  feedback)

	Portfolio Committee
	2 September 2014 (presentation was not made but was available at the meeting)

	Consultation with other departments/entities [DRDLR, NT, dti, Land Bank)
	Proposed for 12 September 2014

	Final consultation stakeholders
	20 September 2014

	ASRDC/STC
	30 September 2014

	EXCO
	7 October 2014

	MINTEC
	14 October 2014

	MINMEC
	30 October 2014

	Cluster
	To be determined

	IMC
	To be determined

	CABINET
	To be determined


9.
Reference documents
This mechanisation policy document is supported by the following policies and programmes although provinces can customize to suit their environment:

· Food Security and Nutrition Policy.
· National Development Plan

· New Growth Path

· Strategic Plan for Smallholder Support

· Integrated Food Security and Nutrition Programme 

· Fetsa Tlala Food Production Initiative

· Agricultural Policy Action Plan

· Recapitalization Programme

· Strategic Plan for the DAFF 2013/14 to 2017/18

· Medium Term Strategic framework 2014/15-2018/19
10.
Policy owner


Deputy Director-General: Food Security and Agrarian Reform

(Tel) 012 319 6120

(Fax) 012 319 6259

(E-mail) MokutuleK@daff.gov.za
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