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EXECUTIVE SUMMARY

Emerging farmers are faced with many problems; shortage of infrastructure, capital management experience and lack
of technology transfer.  Technologies developed are for developed countries and is not very relevant to South African
situations.  South Africa has to focus on technologies and crops specific to this country.  Another constraint for developing
farmers is that they have to compete with commercial farmers, often unsuccessfully.

Emerging farmers should be made aware of the importance of markets and make agricultural choices on the strength
of a market pull, rather than a market push.  The days when farmers planted and produced crops and livestock they
were familiar with has passed and they need to compete with global trends.

Looking at global trends, there is no doubt that the fastest growing industries for the past five years have been the natural
and organic products markets.  Organic sales in the United Kingdom are set to grow 12% annually and are forecasted
to be   2.6 billion by the end of 2007.  The British organic food market grows at twice the rate of the conventional market.
 The other big market, the United States of America’s organic food market is worth US$11 billion per year.  Apart from
food, the markets for sports drinks, health foods, food supplements, herbal teas and functional waters are growing steadily.
 Threats of global warming, harmful pharmaceuticals and chemicals are forcing consumers to become more aware of
the food they eat, their drinks and products they use for personal care.  Organics is therefore a viable option to them,
hence the growing organic and natural product market.  South African farmers should use the opportunity and cultivate
products indigenous to South Africa for these markets.  Organic cultivation is not of benefit to the end user alone, but
producers of organic produce greatly adds to the health and safety of the environment.                       .

When organic production comes to mind it is often connected to fruit, vegetable, livestock and poultry production.
However, a fast growing niche market is the production of natural products, which includes medicinals, herbal teas,
essential oils and herbs and spices.  The Western and Northern cape host many of these species (either endemic or
indigenous) which are recognized medicinals on the world market.  The most prominent coming to the mind is Buchu
(Agathosma betulina), Rooibos tea (Asphalatus linearis), Honeybush tea (Cyclopia species), Ghaap (Hoodia gordonii),
Devil’s Claw (Harpagophytum procumbens) and Aloe (Aloe ferox).  In their 2005 study of natural products Wesgro
predicted a growth of 400 tons in one year.  The species mentioned above are those which have entered the world
market, but with increased urbanization and migration, there is more pressure on traditional medicinal plants used as
a primary health care source.

The emphasis is no longer only on the crop produced, but in order to remain competitive in the local and global market
place producers will have to pay attention to the production system.  There are a number of new or alternative crops
in demand by the local and international market.  Before investing resources and committing energy into growing a
new crop, there are some key questions to explore and consider.  Examples of these questions are if the crop is suitable
for the intended area, what the cost of production will be, value adding opportunities and if the necessary equipment
and skills are locally available to produce the required crop.  With these questions answered, one should be able to
determine the scale and detail of the production system and process.  The next step is to identify what is needed to
supply the market needs on time and at the required locality.  A product is as good as the marketing of the product.
One aspect of marketing is to create a desire by the consumer to obtain a specific product.  Every good marketing plan
should therefore consist of two major parts:

- Definition of the target market
- Specific outline to market, promote and sell the product



World market trends lean towards ethical production and emerging farmers should again use this to their advantage.
They often have small pieces of arable land, or the land has to be shared with a number of beneficiaries.  The premiums
paid for organic, fair, and ethically traded products will assist them to increase the profitability of their land, with the
added environmental advantages.   Consumer trends show that consumers want to be brought closer to the producer,
which goes hand in hand with fair-trade and ethical production.  This aspect can be addressed through marketing and
can be hugely beneficial to small farmers as sales of products with that marketing edge is soaring.  In areas with harsher
climates, producers may want to produce under protection.  It is also suitable for farmers with a small piece of land who
wants to obtain optimum production over a longer growing season.  Although tunnel or hydroponic cultivation cannot
be certified organic they are eligible for fair-trade certification.  There are a number of protective production methods
for which technology and skills are available in South Africa.  The floricultural market lends itself to tunnel production
and it is a market predicted to be one of the growing points in South Africa, and especially in the Western Cape.  A
report by Wesgro indicated the income earned through fynbos exports in 2005 was R45 million per year, but it is
predicted to grow to R1.63 billion over the next ten years.

Most livestock produced in European countries are produced under intensive conditions with optimum feed, which is
balanced and nutritious.  In South Africa, emerging farmers’ livestock roams freely and is not raised under intensive
programs to build the correct amount of protein in a minimum amount of days.  The market for free range livestock
products are increasing and emerging farmers can position them for that market.  Possibilities of emerging farmers
growing crops like jojoba to have an income from the oil and feed the oil cake to livestock are options to be explored.
Most importantly, the correct genetic material plays a vital role in the quality of the end product.           .

In any livestock production, be it goats, sheep, poultry or pigs it is important to start with the correct or suitable genetic
material.  Genetic material will determine whether the animal will adapt well in the area and climate and what the
quality of the end product will be.  For example, meat producers will not buy sheep with genetic material well known
for its wool production.  The end product and market must be known or decided upon and then the start up product,
or genetic material can be invested in.

It is important for the emerging farmer to decide where they want to position themselves - as a producer of livestock
and livestock products for the local or international market.  Farmers must be aware of trends in the market and try and
supply and satisfy the latest trends and niche markets.  The latest trends are natural, organic, and environmentally friendly.
 If advantage is taken of international market producers will have to ensure they are up to date with legislation and
trade barriers in the countries of export.  Consumers have the need to feel they have made contact with the buyer.  This
will be important in the marketing, branding and packing of the value added products of the emerging farmers, where
something almost personal is revealed in the packaging.

At the turn of the previous millennium we witnessed the agricultural product market changing from a predominantly
producer dominated market approach to a demanding, well-informed consumer dominated market.  The agricultural
industry in general had become more industrialized and specialized.  This brought about more pressure on management
and business acumen.  Consumers are now demanding more transparency, trust and traceability along the food supply
chain.  These trends will increasingly play a more important role in the future of agriculture.  Food production needs to
become more holistic to satisfy market demands.  Consequently, more emphasis should be placed on the optimization
of the food supply chain from the genetics to the consumer.

2



CHAPTER 1

INTRODUCTION and TERMS of REFERENCE

Market Research on the Organic and Natural - Fynbos Products Industry:
With an Emphasis on how to facilitate entry.

The core business of Surplus People Project (SPP) is facilitating access to land, building community organizations for
sustainable land management, promote the inclusion of women and to lobby for appropriate state programmes. SPP
has been actively involved in the West Coast, Hantam Karoo and Namaqualand regions of South Africa, with a tradition
of agricultural activity as the main income earner for rural people.  The areas mentioned are the more marginalized
areas of South Africa, considering the aridity, availability of water and water quality.  This, together with the remoteness
of the areas mentioned, makes agricultural activities challenging to say the least.  Agrarian reform is an important vehicle
to eradicate rural poverty and stimulate the rural economy.

The dual character of the agricultural economy has resulted in a commercial sector and a resource poor small-scale
farming sector. Entry to the agricultural economy by resource poor small-scale farmers is constrained by a myriad of
factors. Key factors include lack of productive resources, access to land and water resources, and the way the industry
is structured, particularly the knowledge economy of agriculture. Over the past period in South Africa the organic and
natural (fynbos) industry has grown significantly, which creates economic opportunities for small-scale farmers to enter
this industry.

In the Western Cape agriculture continues to play an important role to the economy and comprises a key earner of
foreign exchange in particular. In 2004 agricultural export contributed 20.5% to the region’s total exports. Moreover
the Western Cape is responsible for 20% of the country’s total agricultural output and accounts for 55% of all South
African agricultural exports (Wesgro, 2007).

The Northern Cape Province has the smallest population (approximately 0.9 million people) but is the largest province
in area (30%) of the country’s land mass. It shares the western border with the Atlantic Ocean and it has climatic extremes:
the lowest and highest temperature and the lowest rainfall.  Although this Province has the largest surface area, only
1,3% is regarded suitable for cultivation, i.e. arable lands. Since water is a limiting factor, the only main agricultural area
is along the Vaal and Orange Rivers where irrigation schemes provide water for farming.  Mining is the other economic
mainstay of the province (diamonds and iron ore), but is slowly declining

However poor small-scale farmers have been unable to be part of this agricultural economy in a gainful way. The current
structure of agriculture has excluded poor small-scale farmers from economic participation. This could in part be explained
by the over emphasis on land reform to the exclusion of agricultural reform as a basis to stimulate rural economic growth.
The key question is what are the current opportunities for poor small-scale farmers to enter the agricultural economy?

Key sectors have been identified that could potentially offer economic entry to small-scale farmers. The natural (fynbos)
products industry, essential oils and organic product markets are key areas identified in this regard. Thus stimulating the
rural economy by means of agrarian reform requires a multi-pronged approach that includes market access, training,
enterprise development, business models based on social responsibility and cooperative interaction.

Research is therefore needed, to provide accurate information on the operation and functioning of the market, particularly
the organic, fynbos and natural products industry, to facilitate the meaningful entry of small-scale farmers into the
agricultural industry.
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OBJECTIVES OF THE RESEARCH
Conduct market research on the organic and natural fynbos industry with an emphasis on how to facilitate entry
Understand the agricultural economy particularly the functioning and operation of the organic and natural products  -
fynbos industry.

This report will aim to address market opportunities for small-scale or emerging farmers specifically in the Western and
Northern Cape provinces.  Resource poor, new or emerging farmers cannot compete with their commercial counterparts.
 They should also not attempt to do so, but rather embark on cultivation of niche or high value products for local or
export markets and focus on value added opportunities at community level.  The report aims to focus on how to implement
such crops suitable to the area, how to enter the market and create sustainable business opportunities for local rural
people.  Economic indicators will be supplied as far as possible, but they are variable for crops, areas and situations,
and is a mere indication of expected return on investment.

Foreign aid, and the extent of it, is not a given in any developing country.  It is therefore not sustainable to be dependent
on aid for any length of time.  Trade should become the main dimension in developing countries as the most important
way to fight poverty.  To make trade happen it is imperative to focus on private sector development and export
competitiveness.  For this reason, small-scale emerging farmers need tools and assistance in decision making to place
them in a position to select specific crops which will lead to the development of a niche sector and where they can
operate and be in control of value adding and export opportunities.  This report will be aimed at providing small or
emerging farmers with options of production, associated markets and costs.
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