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CHAPTER 7

THE ROLE OF AGRICULTURAL ECONOMISTS IN STATE-OWNED ENTITIES*
Aart-Jan Verschoor®

WHAT AGRICULTURAL ECONOMISTS IN STATE ~OWNED ENTITIES DO:

L Advise in linancing. markeling,. produchon, developmen! lechnology impact

research or
Y5 micth

Underiak:

INTRODUCTION

A parastatal or state-owned entity {SOE) as referred to in South Africa, denotes semi-govern-
ment institutions meant to assist in addressing challenges of market failures (failures of private
provisioning) and government bottlenecks (failures of government processes). According to
the Government Communication and Information System {GCIS) of South Africa {(www.gcis.
gov.za), there are 135 national parastatals or SOEs in South Africa. Their legal status varies, but
in most cases SOEs have public policy objectives. They are not a part of core government
organisations in that they often have a specific mandate, more freedom in management de-
cisions and a shorter process span (less operational bureaucracy} than government. The ma-
jority of SOEs deal with transport, defence, telecommunication, energy. development finance,
water, and mining. A relatively small number deal with the agricultural indusiry to an extent
and these include the Industrial Development Corporation (IDC), the Development Bank of
Southern Africa (DBSA), the Perishable Product Export Control Board (PPECB), the National Ag-
ricultural Marketing Council (NAMC), the Water Research Commission (WRC), Land Bank and
the Agriculfural Research Council {ARC).

Agricultural economists working in SOEs advise on issues such as financing, marketing, produc-
fion, development, technology impact, research and policy. They use mathematical models to
make predictions, analyse data, do research, and then report their findings to decision-makers.
This chapter specifically looks at the role that contemporary agricultural economists play in
South Africa SOEs and what AEASA contributes to their empowerment and contributions, as
well as options for the future.

“The author gratefully acknowledges the contributions mode by Gerhard Backeberg (Water Research Commission),
Andre Jooste (Potatoes SA), Christo Joubert (NAMC), Litha Magingxa {ARC}, Bonani Nyhodo (NAMC) and Jeannette

fe Roux (IDC).
45 Senjor Manager: Strategic Information Management Agricuttural Research Council {ARC)
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THE ROLE OF AGRICULTURAL ECONOMISTS AT STATE-OWNED ENTITIES

SOEs that employ agricultural economists and use agricultural economic expertise to a signifi-
cont exient are the Land Bank, the National Agricultural Marketing Council and the Agricultur-
al Research Council. These institutions are the SOEs that are highly involved in the Agricultural
Economics Association of South Africa (AEASA), although agriculiural economists working at
the WRC and IDC for instance, also grace AEASA events. The role of Agricultural Economics at
these institutions is further explored in the rest of this chapfter.

The Land and Agricultural Bank of Southern Africa (the Land Bank)

The Land Bank provides financial solutions to promote, facilitate and support agricultural de-
velopment. This is done by mobilising funds and lending them to farmers and the agricultural
sector across the value chain. The bank provides production loans, installs finance, including
mortgage finance as well as cash credit accounts, to emerging and commercial farmers and
agribusinesses. The bank makes use of 27 Agricultural Finance Centre {AFCs) networks across
the country.

Agricultural economists at the Land Bank bring their critical knowledge and understanding of
the agricultural sector, the nature of its markets and its value chains o the business of financing
agricultural activity. They deal with business and policy assessment, providing insights into poli-
¢y, the macro-economy, industry, markets and agribusiness development and provide advice
for credit assessments and decisions. They also develop valuation norms and standards and
conduct security valuation for agricultural assets and production potential. The Land Bank's
agricultural economists also provide a view on the business environment within which the en-
terprise operates. Hence, the economists contribute to improved (credit) risk management
through analysis of industry developments exposure. The Land Bank currently employs about
20 agricultural economists that provide business support and analysis. There is no immediate
expectation for an expansion of the agricultural economic expertise. Another important func-
tion of agricultural economists at the bank is to participate, promote and monitor research ac-
fivities, especially those that it support research chairs at various institutions of higher learning.

Agricultural Economists at the Land Bank

cika Makhira, the post AE

The Land Bank also maintain a strong link with some universities through the Land Bank University
Agricultural Chairs Programme {Land Bank Chairs) that provides funding for the establishment
and maintenance of the chair in an agricultural faculty. The aim is fo collaborate in building
capacity of researchers {faculty and post-graduate students) in agriculture, create innovation
in agriculture, and provide farmer support through universities. Universities involved include
University of Limpopo, University of Fort Hare, University of Venda and University of North-West.
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In the past, University ot Zululand, University of Free State and University of Pretoria were in-
volved. Most of the chairs were held by agricultural economists, with students in Agricultural
Economics also benefiting.

The Water Research Commission (WRC)

The WRC facilitates research in relation to water use undertaken in collaboration with universi-
fies, science councils, government departments and private organisations and subsequently
to disseminate research-based knowledge through development work. The focus is on increas-
ing efficiency and productivity of water use for increasing the wedalth of people dependent on
water-based agriculture, and ensuring sustainable water resource use. Traditionally contribu-
fions are made by scientists in applied disciplines or focus areas of soils, crops, engineering, cli-
matology. economics and sociology. Increasingly, however, the complexity of the information
needs of water users requires a multidisciplinary or interdisciplinary research effort, including
that of agricultural economists. At the time of writing this book, the WRC had no lower or mid-
dle management agricultural economists in its establishment, save for one qualified Economist
serving in a senior management capacity, as its research work is primarily subcontracted. Dr
Gerhard Backeberg, one of the past AEASA presidents in practicia, has been leading the re-
search work in the Commission for some years up to the present.

Agricultural Research Council (ARC)

The Agricultural Research Council (ARC) was established through the Agricultural Research
Act, in a process finalised in 1992, which involved integrating all agricultural research divisions
and units within the public service. Whereas two disciplines were inifially excluded — Agricultural
Engineering and Agricultural Economics- the former was later incorporated. The organisation
has developed into one of the most critical agricultural research institutions in South Africa. It
has become an important science institution that focuses on conducting fundamental and
applied research in collaboration with other partners that seek to generate new knowledge,
develop human capital and foster innovation in agriculture through technology development
and dissemination. An Economic Impact Assesment (IA) unit was established in 1992 to create
agricultural economic expertise. Its economists confributed to research planning and intro-
duced R&D planning techniques. ARC has also delivered project and macro level impact
studies in addition to some policy analysis.

Due to lack of a culture of capacity development, the small group of agricuitural economists
dwindled. However, throgh restructuring, an Economic Services unit was estabished in 2009.
The unit remdins small (four economists and a manager), but through a professional devel-
opment programme (PDP), is annually providing postgraduate scholarships related to the im-
pact of research, in collaboration with certainuniversities. Economists at the ARC facilitate de-
cision-making by highlighting the economic redlities in the global and national economy, as
these pertain to agricultural commodities. The unit assists management in determining the R&D
focus and in establishing the impact of the ARC on the industry and the South African econ-
omy. The group also conducts agricultural policy analysis and provides internal and extemnal
consultancy services, it increases its reach and capacity through collaboration with local and
international stakeholders in the public and private sector. It is envisaged that more agricultural
economists will be employed in due course.
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Agricultural Economists at the ARC
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The National Agricultural Marketing Council (NAMC)

In 1996, the South African pariament passed the Marketing of Agricultural Products Act which
replaced the Marketing Act of 1968 and resulted in deregulation of the industry. In order to
implement the provisions of the Act, the NAMC was established in January 1997 with the aim
of increasing market access; promoting efficiency in marketing agricultural products; optimis-
ing export earnings from agricultural products and enhancing the viability of the agricultural
sector. The NAMC advises the Minister of Agriculture as well as affected groups, thereby in-
fluencing decision-making. Agricultural economists employed by the NAMC focus primarily
on statutory measures; information and knowledge management; analysis of markets {food
chains, internationally fraded commodities) and facilitation of market access and support to
smallholders. The statutory measures division works directly with industry bodies such as Potato
SA or Cotton SA, which are financed through levies. The NAMC also plays an oversight role by
ensuring that the levies collected and managed by an industty trust, are properly coordinated.

The NAMC also has an economic research division that ensures provision of accurate advice
based on facts and as the advisory body to the Minister of Agriculture. Much of the economic
research by the NAMC is done for industry organisations. Its economists also investigate agri-
business development in support of smatlholder agriculture and related small enterprises.

Agricultural Economists at the NAMC
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The Independent Development Cerporation (IDC)

The IDC does not employ agricultural economists for the function of providing agricultural eco-
nomic expertise, as the organisation has an industrial focus, in which agriculture plays a minor
role. There are a few agricultural economists at the IDC, but they form part of teams that
evaluate financing options for industrial projects. The agricultural economists at the IDC are
members of the AEASA and as such, find the association valuable. The IDC does not foresee
a major role for agricultural economists in its organisation and there are no specific vacancies
for these professionals.

TRAINING OF AGRICULTURAL ECONOMISTS AT STATE-OWNED ENTITIES

Quadlifications of Agricultural Economists at state-owned entities

The universities of Venda, Limpopo, North West, Pretoria, KwaZulu-Natal, Free State, Stellen-
bosch and Fort Hare provide specific agricultural economic fraining and most of the agricul-
tural economists employed by the SOEs qualified at one or more of these institutions. However,
a number of other universities have broader economic departments, and people educated
at Rhodes, UCT or Wits, with BCom training for example, are employed from fime to time as
agriculiural economists. Depending on which SOE the economist is working for, the minimum
qudiification is fypically a BSc (Agric} degree or a BCom {Agricultural Economics} degree. Of-
ten Agricultural Economics degrees or business degrees are required, whilst postgraduate re-
search or MBA qualifications related to Agricultural Economics are often needed to progress in
the profession. The Land Bank employs agricultural economists from a bachelor's degree (BSc)
to doctoral {(PhD) level, depending on the level of economic analysis required for a particular
post. NAMC employs staff with a BSc Agric or even a B Agric if the focus of the position is not in
dedling with research. The NAMC's main recruitment strategy includes a process where intems
are drafted and gradually employed after evaluation. The ARC's strategy is to take in PhD-level
scienfists or post-graduate MSc students and allow them to analyse an agricultural economic
issue relevant to the crganisation.

Additional Training

Whilst many agricultural economists working for SOEs come directly from the university to the
workplace, addifional training and coaching is deemed important at all the SOEs. Experiential
learning, orientation or preparation is deemed to be of value to assist young, newly quadiified
agricultural economists to be better prepared for the roles that they will play. The critical role
played by senior personnel in mentoring young economists cannot be underestimated. This
particular model is often used, albeit not officially. Whilst structured further fraining programmes
are missing from the SOEs mentioned, it is agreed that gradually building experience and using
further opportunities for training are important. To progress in the organisation, experience is im-
portant, as is the publication of research and interaction with industry stakeholders. Skills in writ-
ten and oral communication, Econometrics, and a broad field of expertise, etc. are important.

+ Most of these universities mentioned here also cater for BCom and higher degrees, In certain cases (eg Universify of
Stellenbosch] Agricuttural Economics was a choice as one of the main subjects.
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STATE-OWNED ENTITIES AND AEASA

AEASA's Conhribution

The AEASA does contribute significantly to the development of agricuitural economists in SOEs.
The activities of the AEASA and specifically the annual conferences, provide its members with
an important broader perspective, exposing agricultural economists to other fields of econom-
ic analysis and research, methods, enterprises, possibilities and roles that they could play in the
economy and its analysis. AEASA provides a platform where different agricultural economic
experts interact, dealing with practical issues and analysis of real situations. At these events, ag-
ricultural economists benefit significantly through learning about the |atest research results and
development initiafives, which have an impact on the business and research environment. It
also provides an opportunity to test experiences and results among peers. Much of the impact
of AEASA on agricultural economists is indirect. It entails exposing less and more experienced
economists to networks, points of view, publications, alternative posifions, etc., which are all
important for stimulating creativity and innovation. Apart from these very important opportuni-
ties, AEASA also encourages further learning opportunities. This is achieved through facilitating
access to bursaries and broadening access fo many other sources of information that con-
fribute to the closing of the information gap, thereby culminatfing in agricultural economists
being able to adjust their views where necessary. Importantly, the conference also provides
agriculiural economists with alternative employment opportunities. Quite a number of career
prospecting discussions on ‘the greener grass on the other side of the fence’ take place during
tea time sessions in conferences.

How should AEASA support Agricultural Economists in state-owned entities?

AEASA plays an important guidance role for agricultural economists. However, some members
argue for a shift from a predominantly academic platform to accommodate an integrated
agribusiness and public service government environment with more practical content and
exchanges that would add value. The workshops before the conferences provide practical
examples and exposure to the agricultural value chain, but it is sometimes not practical for all
participants to attend, in terms of the additional fime and/or money required. Apart from pro-
viding a platform for the academic sharing of findings, AEASA events also act as a sounding
board where the wider sharing of the experiences of agricultural economists, including also
in SOEs, can be discussed. More involvement of agribusiness in conirast fo a focus on govern-
ment organisations and academic institutions would be valuable. The private sector needs
to be further integrated and more interaction with policy-makers could also be valuable. This
is parficularly important as policy analysis at SOEs would be more relevant if interaction with
decision-makers could be facilitated through AEASA. It is important for AEASA o be open and
transparent in its decision-making and provision of opportunities. Apart from the established
networks and valuable partnerships among various academic and business oriented institu-
tions, new partnerships and views should be facilitated and encouraged.

Challenges faced by Agricultural Economists in state-owned entities

As in most public and private institutions, budgetary constraints do limit the work of agricultural
economists in SOEs, especially as it pertains fo attracting and retaining a critical mass of qual-
ified skilled economists. Competition with the private sector for the relafively scarce skill set of
competent and experienced agricultural economists often results in the better equipped ones
leaving state-owned entities for the private sector. The fact that the SOEs operate in a market
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environment, but are governed by certain legisiation as such as the Public Finance Manage-
ment Act, is sometimes a limiting factor. Importantly, a lack of optimal coordination between
agricultural economists and specificallydifferent organisations, limits the impact of the profes-
sion. To some extent the fact that a small number of agricultural economists are spread across
various organisations dilutes efficiency and critical mass in terms of expertise and coordination
being achieved. Closer collaboratfion can improve the role and impact of agriculiural econo-
mists specifically at SOEs. In fact, some sort of institufionalised collaboration should contribute
to the overall performance and relevance of the Agricultural Economics profession throughout
the public and private sector, including academic organisations.

CONCLUSION

Agricultural economists inevitably function in a multi-disciplinary and often inter-institutional
environment. Tomlinson was of the opinion that farm-evel, practical research by agricultural
economists was futile if done in isolation from other disciplines. Apparently Professor Jan Groe-
newald (refired professor of Agricultural Economics previously attached to universities of Pre-
toria and the Free State) used to encourage his students to know as much about the subjects
of other specidalists in @ multidisciplinary environment, as their own. Agricultural @economists in
SOEs have to have significant analyfical, scientific and even mathematical skilis. They should
be creative and be interested in the world and how it functions. They must demonstrate under-
standing on how the global economy links to the local economy, what its implications are, and
be interested in the environment, particularly as it relates to agriculture. Good communication
and research skills are also imperative.

The work of an agricultural economists employed in SOEs in South Africa is varied and stimulat-
ing but requires detailed analysis and painstaking research, sifting through data and informa-
fion. It often requires one to travel and work at different locations and thus is highly diversified.
In essence, the Agricultural Economist's work entdails provision of a solid foundation for strategic
imperatives which inform the direction of the business over the medium fo long term. Agricul-
tural economists also guide tactical decision-making where decisions have to be made for
ad hoc business processes. They provide SOEs with a solid foundation for both strategic deci-
sion-making processes which inform direction over the medium to long term as well as tactical
decision-making where decisions have to be made for ad hoc business processes. Agricultural
economists generally have in the past demonstrated excellent leadership acumen and high
levels of versatility, which often results in them taking up leadership positions in the organisations
in which they function.

The case for more coordination in the discipline is strong. Consolidating existing strengths and
avoiding duplication will be important for the growth and impact of our discipline. Whilst there
is significant demand for detailed analysis and econometric skills as inherent in the neo- clas-
sical approach, there is dlso a need for systems thinking and looking at change in a more
qualitative, holistic way. Agricultural economists need to gain experience in order to be able
to practice their craft effectively.

Combining, in some practical manner, the agricultural economic capacity in SOEs with the
same capacity in other public institutions such as government depariments and academic
organisations make sense on a number of levels. Whilst the role of the AEASA in empowering
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agricultural economists itself should be enhanced through, for instance, regular workshops on
specific priority topics, more is required. There is a need for some form of institutional develop-
ment for the Agricultural ECconomics profession beyond just a forum such as the AEASA. What
is required is polifical support and commitment o the development of people and their insti-
tutions. Again Professor Groenewald is worth guoting: "Our most important resource is not land
nor capital and even less the climate. Our most important resource is not the gold under the
earth’s crust, or the oil that might be there. Our most important resource is our human material,
We must develop our human material and make full use of it."

Our profession has a simple mandate: to stimulate agricultural development and through
this, economic growth. Whether through higher productivity, beneficiation or any other value
adding innovation, such as technological innovation, competitiveness must be strived for. In-
vestment in human capital is critical in this regard. The challenge for agricultural economists is
to become more actively involved in policy discussions on the future direction of our beloved
country. Perhaps the achievement of this geal can only become reality through developing an
Agricultural Economics instfitute?2
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