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Strategic overview

VISION

A leading, dynamic, united, prosperous and people-centred sector

MISSION

Our vision will be achieved through developing and sustaining a sector that contributes and embraces:
= Economic growth (and development)

= Job creation

= Rural development

= Sustainable use of natural resources

= Food security

VALUES

Drive: Driven to deliver excellent service

Attitude: Being an ambitious, passionate, reliable and dedicated workforce
Fairness: Acting with objectivity, empathy, integrity and transparency
Focus:  Focusing on people, economic and rural development

STRATEGIC OUTCOME ORIENTATED GOALS
The DAFF has six strategic goals and a number of strategic objectives to support each goal.

The following strategic goals and objectives were implemented over the medium term through strategic action programmes:

SG 1: Increased profitable production of food, fibre and timber products by all categories of producers
Strategic objectives

SO 1: Promote efficient production, handling and processing of food, fibre and timber
SO 2: Coordinate government food security initiative

SO 3: Improve production systems anchored in commodities with a competitive and comparative advantage in each
province
SO 4: Comprehensive support towards rural development

SG 2: Sustained management of natural resources
Strategic objectives

SO 1: Ensure the sustainable management and efficient use of natural resources
SO 2: Ensure protection of indigenous genetic resources
SO 3: Increase contribution to green jobs to improve livelihoods

SG 3: Effective national regulatory services and risk management systems
Strategic objectives

SO 1: Manage the level of risks associated with food, diseases, pests, natural disasters and trade
SO 2: Establish and maintain effective early-warning and mitigation systems

SG 4: A transformed and united sector
Strategic objectives

SO 1: Increase equity, ownership and participation of previously disadvantaged individuals (PDIs)
SO 2: Enhance systems to support the effective utilisation of assets
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SO 3: Improve social working conditions in the sector

SO 4: Provide leadership and support to research, training and extension in the sector

SG 5: Increased contribution of the sector to economic growth and development
Strategic objectives

SO 1: Increase growth, income and sustainable job opportunities in the value chain
SO 2: Increase the level of public and private investment in the sector

SO 3: Increase market access for South African and African agricultural, forestry and fisheries products, domestically and
internationally

SO 4: Increase production of feedstock to support the manufacturing sector

SG 6: Effective and efficient governance
Strategic objectives

SO 1: Establish and strengthen cooperative governance and functional relations with local and international stakeholders
SO 2: Strengthen policy, planning, monitoring, evaluation, reporting and sector information
SO 3: Provide effective audit, investigative and legal, human resources and financial risk management

SO 4: Improve departmental service excellence through implementation of quality standards, Batho Pele principles and
the general legislative mandate

SO 5: Provide leadership and manage communication and information

Legislative mandate

The Department of Agriculture, Forestry and Fisheries’ (DAFFs’) legislative mandate covers the agriculture, forestry and fisheries
value chains: from inputs, production and value adding to retailing.

GOVERNMENT LEGISLATION

The entire legislative mandate of the DAFF is derived from section 27(1)(b) of the Constitution. The department is primarily
responsible for Acts related to agriculture, forestry and fisheries. The following Acts reflect the legislative mandate of the de-
partment:

« Performing Animals Protection Act, 1935 (Act No. 24 of 1935)

= Fertilizers, Farm Feeds, Agricultural Remedies and Stock Remedies Act, 1947 (Act No. 36 of 1947)
= Animal Protection Act, 1962 (Act No. 71 of 1962)

= Fencing Act, 1963 (Act No. 31 of 1963)

= Subdivision of Agricultural Land Act, 1970 (Act No. 70 of 1970)

= Plant Breeders' Rights Act, 1976 (Act No. 15 of 1976)

= Plant Improvement Act, 1976 (Act No. 53 of 1976)

= Perishable Products Export Control Act, 1983 (Act No. 9 of 1983)

= Agricultural Pests Act, 1983 (Act No. 36 of 1983)

= Conservation of Agricultural Resources Act, 1983 (Act No. 43 of 1983)
= Animal Improvement Act, 1988 (Act No. 62 of 1988)

e Liquor Products Act, 1989 (Act No. 60 of 1989)

= Agricultural Research Act, 1990 (Act No. 86 of 1990)

= Agricultural Product Standards Act, 1990 (Act No. 119 of 1990)
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= Animal Diseases Amendment Act, 1991 (Act No. 18 of 1991)

= Agricultural Produce Agents Act, 1992 (Act No. 12 of 1992)

= Groot Constantia Trust Act, 1993 (Act No. 58 of 1993)

= Societies for the Prevention of Cruelty to Animals Act, 1993 (Act No. 169 of 1993)
= Marketing of Agricultural Products Act, 1996 (Act No. 47 of 1996)

= Agriculture Laws Extension Act, 1996 (Act No. 87 of 1996)

= Genetically Modified Organisms Act, 1997 (Act No. 15 of 1997)

= Marine Living Resources Act, 1998 (Act No. 18 of 1998)

= Subdivision of Agricultural Land Act Repeal Act, 1998 (Act No. 64 of 1998)

= Agricultural Laws Rationalisation Act, 1998 (Act No. 72 of 1998)

= National Forests Act, 1998 (Act No. 84 of 1998)

= National Veld and Forest Fire Act, 1998 (Act No. 101 of 1998)

= Onderstepoort Biological Products Incorporation Act, 1999 (Act No. 19 of 1999)
= Meat Safety Act, 2000 (Act No. 40 of 2000)

= Agricultural Debt Management Act, 2001 (Act No. 45 of 2001)

= Animal Identification Act, 2002 (Act No. 6 of 2002)

< Animal Health Act, 2002 (Act No. 7 of 2002)

= KwaZulu Cane Growers’ Association Act Repeal Act, 2002 (Act No. 24 of 2002)

= Veterinary and Para-veterinary Professions Amendment Act, 2012 (Act No. 16 of 2012).

During the 2012/13 financial year, the Fertilizers and Feeds Bill 2013 was tabled in Parliament for comment and discussion by
Parliamentary committees.

GOVERNMENT POLICY FRAMEWORKS

Government policy frameworks that govern the department are the following:
= Industrial Policy Action Plan 2 (IPAP2)

= New Growth Path (NGP)

= National Development Plan (NDP).

Elements of the IPAP2 and the NGP were integrated into the Integrated Growth and Development Plan (IGDP) for agriculture,
forestry and fisheries. The goals of the IGDP are to attain equity and transformation, economic growth and competitiveness,
as well as environmental sustainability and good governance.

With regard to government’s outcomes-based performance management approach, the department directly contributes
to the following outcomes:

Outcome 4: Decent employment through inclusive economic growth (through improved support to small business co-
operatives—output 2)

Outcome 7: Vibrant, equitable and sustainable rural communities and food security for all (through sustainable agrarian
reform—output 1; improved access to affordable and diverse food—output 2); (improved rural services to
support livelihoods—output 4)

Outcome 10: Environmental assets and natural resources that are well protected and continually enhanced (by protecting
the country’s biodiversity—output 4).

In terms of the Broad-Based Black Economic Empowerment Act, 2003 (Act No. 53 of 2003) the DAFF has now finalised the
Agricultural Broad Economic Empowerment (AgriBEE) Sector Code in terms of section 9 (1) of the Act. This was published in
the Government Gazette on 28 December 2012 and the AgriBEE Sector Code is now effective from the date of publishing.
The report on the Forest Sector Charter undertakings and implementation of the Forest Sector Code were finalised and
submitted to the Forest Sector Code Committee. Engagements are ongoing to integrate fisheries into the departmental
charters.
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Entities reporting to the Minister

The following table indicates the entities which report to the Minister:

Name of entity

Legislative mandate

Financial relationship

Nature of operations

Agricultural Research
Council (ARC)

Marine Living Resources
Fund (MLRF)

National Agricultural
Marketing Council (NAMC)

Ncera Farms (Pty) Ltd

Onderstepoort Biological
Products Ltd (OBP)

Perishable Products Export
Control Board (PPECB)

Agricultural Research Act,
1990 (Act No. 86 of 1990)

Marine Living Resources
Act, 1998 (Act No. 18 of
1998)

Marketing of Agricultural
Products Act, 1996
(Act No. 47 of 1996)

A schedule 3B company
in terms of the Public
Finance Management
Act, 1999 (Act No.1 of
1999)

Onderstepoort Biological
Products Incorporation
Act, 1999 (Act No. 19 of
1999)

Perishable Products Export
Control Act, 1983

(Act No. 9 of 1983) and
the Agricultural Product
Standards Act, 1990

(Act No. 119 of 1990)

Transfer payment

Transfer payment

Transfer payment

Transfer payment

None

Transfer payment (minor)

Conducts fundamental and applied research
with partners to generate knowledge, develop
human capital and foster innovation in
agriculture through development and transfer
of technology, and the dissemination and
commercialisation of research results.

The MLRF manages the development and
sustainable use of South Africa’s marine
resources and protects the integrity and quality
of the marine ecosystem.

The NAMC provides strategic advice to the
Minister on all agricultural marketing issues,
improves market efficiency and market access
by all participants, optimises export earnings
and improves the viability of the agricultural
sector.

The company was established to provide
agricultural extension services, mechanisation
of agricultural production, provide training and
advice on crops, vegetable and animal
production, and on marketing of agricultural
products to farmers and nearby communities.

OBP’s mandate is to prevent and control
animal diseases that impact on food security,
human health and livelihoods. It aims to ensure
financial viability to sustain the strategic
capabilities in manufacturing veterinary
vaccines.

The Perishable Products Export Control Act
requires the board to ensure the orderly export
of all perishable products and to monitor the
maintenance of a continuous cold chain for
exports. The Agricultural Product Standards Act
requires the board to monitor minimum quality
standards and adherence to bilateral
agreements with importing countries.
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Foreword by the Minister

| am pleased to present the Annual report of the
Department of Agriculture, Forestry and Fisheries for the
2012/13 financial year. During this period our primary
goal was to address the triple challenges of inequality,
poverty and unemployment. In support, the depart-
ment focused on ways to alleviate food insecurity and
inequality by means of increased productivity, stimulat-
ing rural and economic growth and over the long term
contributing towards the continued creation of jobs in
the agriculture, forestry and fisheries sectors.

The department is guided by the National Develop-
ment Plan (NDP), the New Growth Path (NGP), the
Industrial Policy Action Plan 2 (IPAP2) and the Presidential
Infrastructure Coordinating Commission (PICC) in the
development and implementation of policies, pro-
grammes and strategies. Achievements in relation to
policy directives and strategic outcome related goals
are also reflected.

FOOD SECURITY

Although South Africa has sufficient food to feed its

people at national level, more than 20% of the popu-

lation is vulnerable to food insecurity at household

level. It is therefore a challenge to provide access to
Ms Tina Joemat-Pettersson sufficient, nutritious and safe food at all times and to

provide food to every individual. Affordability remains

a challenge for a large number of people. To this
end, the Food Security and Nutrition Policy has been developed and will be finalised during 2013/14. The main objective of
the policy is to reduce the incidence of acute hunger to zero by 2030 and thereby ensure that good nutrition is attained at
all levels and segments of our society.

During 2012/13, a Food Production Initiative was implemented by the department to combat high food prices and household
food insecurity. Additional resources were mobilised and in cooperation with the Department of Rural Development and Land
Reform underutilised agricultural land was identified to implement an accelerated integrated food production programme.
Through this initiative the aim was to stimulate interest in agricultural production in these underutilised areas, and in this way, in-
crease food availability and create jobs in the agricultural sector. Increasing investment in agricultural research will maximise
productivity and contribute to higher agricultural production and, ultimately, promote economic growth in rural areas.

The Third Global Conference on Agriculture, Food Security and Climate Change will be held in South Africa towards the end
of the year, led by my department. South Africa is one of the leading countries in promoting climate adaptive agriculture,
which responds to the challenges of food security and climate change. This conference aims to develop forms of growth
that are responsive to climate change and are socially and environmentally sustainable. It will have positive implications on
how we produce, manage and utilise food.

Climate change not only has an adverse effect on the agricultural sector, but also on the forestry and fisheries sectors.
Plantations, timber processing and the supporting manufacturing industries play a very important role in South Africa’s energy
security and commitments to address climate change. Integrated climate change adaptation and mitigation plans are
being developed for the agriculture, forestry and fisheries sectors.

JOB CREATION

According to the latest labour force survey issued by StatsSA, a 12,7% increase in employment was observed in the agricul-
tural sector during the period January to March 2013. Nationally, a total of 54 000 jobs were created during this period. The
sector presently employs 739 000 people, up from 656 000 in the previous year. The NDP recognises the potential of the
agricultural sector to be a major job creator, which could create an estimated 1 million jobs by 2030.
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INTERNATIONAL TRADE

Becoming a member of the Brazil, Russia, India, China and South Africa (BRICS) group of countries, paved the way for the DAFF
to participate in the Ministers of Agriculture and Agrarian Development Mechanism of BRICS, and trade, as an area of coop-
eration among member countries, was immediately introduced. A significant number of trade agreements and Memoranda
of Understanding (MoUs) have been signed with other member countries and this contributed to increased trade.

There has been a significant increase in exports from South Africa to Asian countries, with China being the largest export
destination for South Africa’s agricultural, forestry and fisheries products, followed by Indonesia, Japan and India. Ways to
increase trade with African countries are also being explored with intra-African trade currently at 10% of all trade. The growth
of the African market for agricultural products will enable South Africa to increase diversification of its export market and re-
duce dependence on traditional markets, such as the European Union (EU).

CAADP/SADC

The DAFF, in partnership with the agricultural sector and other partners, has started with the process of implementing the
Comprehensive African Agricultural Development Programme (CAADP). The process has now been accelerated with the
aim of signing a CAADP compact in 2013. Southern African Development Community (SADC) countries and regional leaders
were identified to assist in directing the realisation of regional compacts and therefore regional integration.

STRATEGIC INTEGRATED PROJECT—AGRI-LOGISTICS AND RURAL INFRASTRUCTURE

The department coordinated the Strategic Integrated Project 11 (SIP 11) in 2012/13. This is one of the 18 flagship infrastructure
projects overseen by the PICC. The aim of SIP 11 is to increase investment in rural infrastructure to support agricultural produc-
tion and job creation in rural areas. It further entails the expansion of facilities for storage, transport links to main networks,
fencing of farms, irigation schemes, improved research and development on rural issues (including expansion of colleges
of agriculture), processing facilities, forestry and fisheries. This will be one of the major focus areas for the department in
2013/14 to ensure unlocking the potential in production and market access.

ANIMAL AND PLANT DISEASE CONTROL

Outbreaks of animal diseases increased during 2012, butimmediate control and eradication measures were implemented.
Although this had a negative impact on animal production and the export of animals and animal products, regular surveys
are being conducted and negotiations on resuming the export of meat are ongoing. Plant pests and diseases, such as the
African invader fruit fly (Bactrocera invadens), were detected and managed effectively by means of implementing the sur-
veillance programme for early detection of the fruit fly in collaboration with the industry.

To ensure the protection of indigenous plant and animal resources, the department continued to collect and characterise
genetic resources in the Mpumalanga, North West and KwaZulu-Natal provinces. Some indigenous animal genetic resources
are facing a threat of extinction and therefore the department strives towards the improvement of indigenous genetic re-
sources to mitigate the loss of stock.

FORESTRY

The Food and Agriculture Organization (FAO) of the United Nations (UN) has awarded a bid to South Africa to host the 14"
World Forestry Congress in 2015. It will be the first time that a congress of this magnitude will be hosted on African soil since
its inception in 1923. This honour has been bestowed on us because of South Africa’s leading role in afforestation.

In support of the expansion of the forest estate, the department has been supporting small growers and communities in the
Eastern Cape with environmental impact assessments. The results of these assessments will lead to the issuing of afforestation
licences. The area under consideration is approximately 13 000 ha and will lead to the empowerment of rural communities
by making them owners of forest plantations.

Veld and forest fires are an increasing problem mainly because of the expansion of urban and peri-urban human settle-
ments, exposing lives and homes to fires in the neighbouring veld, simultaneously increasing the chance of veld fires being
started. The DAFF is working with other government structures to finalise a fire early-warning system, which will assist farmers
and others with fire danger ratings to contribute to the mitigation of fires.

FISHERIES

South Africa has a well-established fisheries sector comprising wild capture fisheries and aquaculture. The aquaculture sector
has been prioritised for development because of the declining wild stock. Currently, the aquaculture production level is
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3 543 tons worth R218 million and it provides 2 000 jobs. Two smallholder aquaculture producer associations were estab-
lished during the 2012/13 financial year. With the implementation of the National Aquaculture Policy Framework, a unified
framework will be established that contributes towards sustainable job creation and increased investment.

The NDP has identified the fisheries sector as an important vehicle to achieve the vision for an integrated rural economy,
especially for coastal communities. Through the implementation of the Small-scale Fisheries Policy, formal recognition and
appropriate legal protection will be provided to the fisheries sector by adopting a developmental approach and rights-
based allocation system for small-scale fishers. The allocation of rights within the small-scale sector, together with the realloca-
tion of long-term rights, will contribute to the further transformation of the entire fisheries sector.

During the 2012/13 financial year, the department focused on coordinating and improving law enforcement to curb illegal
fishing and poaching in the Western Cape. These activities remain a challenge and we will continue with enforcement pro-
grammes to curb these illegal and unregulated activities in 2013/14.

ACKNOWLEDGEMENTS AND CONCLUSION

| wish to thank my Deputy Minister, Dr Pieter Mulder, for his support towards the agriculture, forestry and fisheries sectors.
Secondly, | would like to express my gratitude to the chairpersons and members of the Portfolio and Select Committees on
Agriculture, Forestry and Fisheries in the National Assembly and the National Council of Provinces for their oversight. Thirdly, |
wish to extend my appreciation to the industry, organised agriculture and our business partners for their commitment towards
the agriculture, forestry and fisheries sectors. Finally, a word of thanks to the Acting Director-General, Mr Mortimer Mannya
and his team, provincial departments and state-owned entities for their support and spirit of cooperation. By working to-
gether and pursuing unity in action we can work towards attaining economic freedom and household food security for all
South African citizens!

Ms Tina Joemat-Pettersson
MINISTER OF AGRICULTURE, FORESTRY AND FISHERIES
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Statement by the Deputy Minister

The agriculture, forestry and fisheries sectors are of ut-
most importance and are the backbone of socio-
economic development in South Africa. However,
these sectors are facing immense challenges. Their
future will be shaped by the following critical factors:

e Climate change with the further implications of
floods, droughts, changes in water supply, soil ero-
sion and variation in the distribution patterns and
prevalence of pests and diseases

= The growth in population
= The changes in consumer needs and preference

= The shifts in the global economy and the markets.

The key priorities of the Department of Agriculture,
Forestry and Fisheries are therefore aligned to ensure
food safety and security amid the ever-changing en-
vironmental factors and the increasing population.

It remains our task to create an enabling environment
for farmers to subsist and thrive.

In the past financial year the department set itself a
target of supporting 15 000 new smallholder producers,
and so far, we have exceeded the target by identify-
ing 18 671 smallholder producers. This included the
prioritisation of needs for these smallholder producers.
The department continues to provide support to farmers
through publicly-funded government programmes for research in environmental programmes. Services include pest and
disease control, specialist training, extension and advisory services, inspection, marketing and infrastructural services.

Dr Pieter Mulder

We cannot have farmers who are left in the emerging phase forever. These farmers should be enabled to successfully de-
velop into commercial producers. It is, however, important that there will at such a stage still be a commercial sector subsist-
ing for these farmers to join.

Agricultural research and development investments have greatly contributed to economic growth, agricultural development
and poverty alleviation in developing regions over the past five decades.

Effectively disseminated new technologies and crop varieties, resulting from research and development investments, have
enhanced the quantity and quality of agricultural produce, at the same time increasing sustainability, reducing consumer
food prices and providing producers with access to markets.

Animal health remains a vital priority. During this year, we focused on veterinary infrastructure revitalisation throughout the
country, including renovations of existing animal hospitals, animal clinics and veterinary laboratories. The erection of new
clinics in places where there is no infrastructure at all has also been planned.

We have succeeded amid immense global and local challenges in maintaining the status of South Africa as a net exporter
of food by supporting the production of all important crops that are in high demand on export markets. To enhance our
cooperation within the BRICS formation, DAFF has recently opened offices in India and Russia. A new office in Brazil will be
opened with the aim to further enhance DAFF's participation in the Agriculture Working Group of BRICS, as well as leverage
resources available for the sector within this formation.

| wish to thank the Minister, the department, the SOEs and organised agriculture. By prioritising and with sound decision mak-
ing we shall succeed in maintaining food security and ensuring better accessibility to food.

Dr Pieter Mulder
DEPUTY MINISTER OF AGRICULTURE, FORESTRY AND FISHERIES
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Overview of the Acting Accounting Officer

Mr Mortimer Mannya

During the 2012/13 financial year the department fo-
cused on optimal performance of deliverables in
terms of the Medium Term Strategic Framework (MTSF)
priorities to address government’s broad national ob-
jectives. Our service delivery targets for the Medium
Term Expenditure Framework (MTEF) were guided by
the outcomes-based performance management
approach of government. Twelve key outcomes were
identified to be implemented through intergovern-
mental cooperation. Our programmes contribute di-
rectly to three outcomes, which include: employment
through economic growth, contributing towards food
security for all and the protection of environmental as-
sets and natural resources.

In the implementation of our policies and pro-
grammes, we were at all times directed by govern-
ment's key policies, namely the National Development
Plan (NDP) the New Growth Path (NGP), the Industrial
Policy Action Plan (IPAP) and the Presidential Infra-
structure Coordinating Commission (PICC) and, in
particular, the Strategic Integrated Project (SIP) 11 of the
PICC.

The report focuses on the progress made with the im-
plementation of programmes and projects in the

2012/13 financial year. The focus was on major social and economic challenges facing the agriculture, forestry and fisheries
sectors.

Achievements of the department during the past financial year include the following:

The record of successive unqualified audit opinions on the Annual Financial Statements which is an indication of the
seriousness with which management takes governance responsibilities. The department intends to improve on its perfor-
mance objectives to supplement this good financial performance.

To enhance our cooperation within the BRICS formation, the department opened offices in India and Russia, in addition
to the office that was already established in China. In 2013 a new office will be opened in Brazil, to further enhance the
department’s participation in the Agriculture Working Group of BRICS. A trade agreement with the Russian government to
export South African fish stocks to the Russian market has also been concluded. Ever since the inclusion of South Africa
into BRICS, the department has worked tirelessly to attract alternative markets from the traditional EU markets. Trade
agreements with other emerging economies have also been concluded and trade on the African continent has been
accelerated. Our top export products to the SADC include soya-bean oil, sugar, food preparation, sunflower oil, wheat,
maize and apples. South Africa’s exports to SADC countries have increased from R5,3 billion in 2007 to almost R15 billion
in 2012.

The Food and Nutrition Security Policy has been developed and will in 2013/14 serve before Cabinet and subsequently
parliamentary committees. The aim of this policy is to ensure food security and good nutrition for all our citizens. The
recent reports that 13 million (22,7%) South Africans have insufficient access to food are alarming. Although food is avail-
able, high food prices and food-price volatility are still some of the greatest challenges in addressing food security. The
main objective of this policy is to ensure food security in the country.

In cooperation with the Department of Rural Development and Land Reform an accelerated integrated food production
programme was launched in seven provinces. More than 139 000 ha of agricultural land have been cultivated and
utilised for agricultural production and it has already had a positive impact on job creation.

During the period January to March 2013 a total of 54 000 jobs were created in the agricultural sector which is an
achievement for the sector. This showed that agriculture is by far the largest contributor to job creation. Job growth was
experienced in the provinces where the food security intervention was implemented such as in the Eastern Cape,
KwaZulu-Natal and Mpumalanga.
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Through its premier Female Entrepreneur of the Year Awards event, the department will continue its campaign of recog-
nising and empowering women as contributors to food security and agricultural development. The aim of the awards is
to encourage women to participate in the sector and to uplift women entrepreneurs from subsistence and smallholder
producers to become commercial entrepreneurs and to venture into export markets.

A total of 92 742 ha of land (agricultural, woodlands and forest) have been rehabilitated through LandCare, CARA and
the Working for Water Programme during 2012. About 700 ha of indigenous state forests were also rehabilitated during
this period.

The Small-scale Fisheries Policy was approved to assist and support the small-scale fisheries sector. The implementation
plan will be finalised in 2013. The aim is for government to support small-scale fishing communities to ensure sufficient
access to fish stocks and the opportunity to fish, with the support of established companies.

The mandate of fisheries management was expanded by including fresh water and inland fisheries, as well as aquacul-
ture. A National Aquaculture Strategy and Action Plan were also developed. Cabinet approved the National Aquaculture
Policy Framework, which will provide the basis for establishing and developing an industry that contributes towards sustain-
able job creation and investment.

A Food Security Strategy was introduced for the fisheries sector. This entailed partnerships with several coastal munici-
palities to rehabilitate deserted fish-processing plants to process fish for major retailers. The beneficiaries of this project
are the rights holders in those communities who would eventually own the facility. Another development was the
Experimental Abalone Fisheries Project in the Eastern Cape Province, which has 1 000 beneficiaries. Ten projects were
established and more than 1 000 jobs created during 2012 through the Working for Fisheries Programme.

Future plans and actions of the department include contributing towards achieving the objectives of Outcome 4 and
Outcome 7 relating to job creation, food security and rural development. Planned policies and actions for further develop-
ment include the following:

The IGDP for agriculture, forestry and fisheries was developed by integrating the IPAP and NGP to address equity and
transformation, economic growth and competitiveness, as well as environmental sustainability and good governance.
The IGDP seeks to provide strong intellectual support to DAFF's vision and programmes, taking cognisance of the dynamics
of the three sectors.

SIP 11, which aims to improve agro-logistics and rural infrastructure investment to create jobs in rural areas, support agri-
cultural production and promote rural development. Where rural infrastructure is lacking, the competiveness of the agri-
cultural sector is hampered, especially in the former homeland areas. Large areas of potentially productive land are
therefore not being used optimally.

An implementation plan for extension and advisory services will determine the most feasible and cost-effective approach
towards the implementation of the National Extension Policy. It wil further inform the management, coordination and
professionalism of extension and advisory services in the country.

Beneficiaries of the Comprehensive Agricultural Support Programme (CASP) will be empowered to manage their busi-
nesses effectively and profitably through targeted farmer training and capacity building, on and off-farm infrastructure
support, market and business development, as well as strengthening of extension support services.

One-stop shop service centres, located close to farming communities and rural beneficiaries for providing support
services, will be expanded. More subsistence producers will be supported, both in urban and rural areas through lima/
Letsema funds.

A labour intensive initiative will be embarked upon to turn the estimated 64 000 ha of plantations into economically
viable assets by means of refurbishment. Through this intervention an estimated 2 300 jobs will be created.

The department aims to reduce 64 000 ha of temporary unplanted areas by reforesting 1 680 ha with commercial forests
that would result in the creation of 2 700 jobs.

Through the Working for Fisheries Programme, 11 multi-year projects have been identified for the management of fresh-
water and mavine fisheries. These include improved harbour management, strengthening the fight against poaching
and illegal fishing, the provision of key infrastructure such as cold storage facilities, fish-processing establishments, the
development of aquaculture hatcheries and fish farms.

Challenges for the year under review include the following:

Although the department has started implementing the food production programme, the resources required to support
vulnerable households far exceeds the resources allocated in the MTEF. The area planted will be expanded with available
resources, especially by mobilising the partnerships outside government. The department will continue its coordination work
of implementing the resolutions emanating from the 2010 National Farm Workers' Summit to ensure a united and prosper-
ous agricultural sector. The farm worker strikes at De Doorns towards the end of 2012 resulted in the announcement of a
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revised sectoral determination of R105,00 per day minimum wage for the entire farming sector. Although not yet a decent
wage, this is a major improvement in the employment conditions of farm workers. Through a dialogue facilitated by the
Presidency, government is looking at the impact of the revised sectoral determination for both farmers and farm workers
and ways to offset this impact. Our aim is to improve the income and conditions of farm workers, foresters and fishers.

All operational costs for the Fisheries Branch are funded by the Marine Living Resources Fund (MLRF) and expenditure is
controlled in terms of the Marine Living Resources Act, 1998 (Act No. 18 of 1998). Fishing rights, licences, permits and
levies paid by the industry for services such as research, monitoring and surveillance and activities relating to fisheries (for
the management of wild capture fisheries and aquaculture) are controlled by the fund. For operational activities, funds
have to be acquired from the MLRF and financial processes for these activities are not aligned in terms of government
financial processes. The implementation of new policy developments are therefore hampered because normal budgetary
processes are not followed for fisheries management.

Other challenges to be addressed include:

Improve food security by developing new production systems to increase the profitable production, handling and pro-
cessing of food, fish and timber products by all categories of producers

Enhance exports by facilitating market access for agricultural, forestry and fisheries products

Ensure the sustainable use of natural resources by means of promoting environmentally sustainable production systems
and the efficient use of natural resources.

CONCLUSION

In conclusion, | would like to express my gratitude to the Minister, the Deputy Minister and the chairpersons and members of
the parliamentary committees for their political leadership, expertise and guidance. | also wish to extend my appreciation to
the leadership and staff of the public entities, the agribusiness community, farmer organisations and other sector partners for
their continued support. Finally, | would like to thank the management team and staff members in the department for their
dedication and hard work in pursuit of our objectives in striving towards meeting our commitments to the South African public.

P

Mr Mortimer Mannya
ACTING ACCOUNTING OFFICER: AGRICULTURE, FORESTRY AND FISHERIES
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Economic overview

AGRICULTURAL SECTOR

This report provides an overview of the major macroeconomic trends in the agricultural sector for the period 1 January to
31 December 2012. Aggregates are compared with the period 1 January to 31 December 2011.

Farming income

The gross income of producers (the value of sales and production for other uses, plus the value of changes in inventories) for
2012 amounted to R167 394 milion, compared to R146 993 million the previous year, an increase of 13,9%. The increase
can mainly be ascribed to better prices that farmers received for their products in general, but in particular prices of field
crops, which increased by 23,0%, and those of animal products, which were 8,7% higher.

Gross farm sector income
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The gross income from field crops increased by 24,4% and amounted to R44 804 milion. Income from maize at R23 813 mil-
lion was R7 143 million or 42,9% higher than in 2011. Income from groundnuts and grain sorghum showed increases of
42,6% and 34,8%, respectively. Income from wheat increased by 13,2% to R5 254 million. Income from sugar cane at
R6 117 million was 15,6% higher than in 2011. Income from tobacco increased by 6,9% to R422 million, while the income
from dry beans showed a marked improvement of 71,5%.

The gross income from horticultural products increased by 7,9%, from R38 694 million in 2011 to R41 749 million in 2012.
Income from deciduous fruit at R10 231 million was 7,0% up on 2011. Income from subtropical fruit increased by 8,9% to
R2 608 million. Income from vegetables increased by 10,1% to R14 757 million, and that from viticulture by 10,9% to
R3 987 million. Income from citrus increased by only 1,8% and amounted to R7 872 million.

The gross income from animal products was 11,9% higher in 2012 and amounted to R80 841 milion, compared to
R72 271 million for the previous year. Producers earned R18 171 million from slaughtered cattle and calves, as against the
previous R17 436 milion—an increase of 4,2%. Income from poultry meat showed an increase of 16,8% to R29 845 million.
Income from egg production, at R7 961 million, was 7,6% higher than in 2011. Producers earned R11 036 million from milk
production, which is 19,7% higher than in the previous year. Income from wool increased by 11,6% to R2 167 million.

Net farm income, cash flow and farming debt

The net farm income (after the deduction of all production expenditure, excluding expenditure on fixed assets and capital
goods) amounted to R51 423 million for 2012, which is 20,5% higher than in 2011. Payments for salaries and wages, which
represent 10,9% of the total farming costs, amount to R13 241 million. Interest paid by farmers to banks and other financiers
during 2012 is estimated at R5 674 million or 4,8% of the total farming costs.

The cash flow of farmers amounted to R51 488 million for 2012, compared to the previous R43 135 million, an increase of
19,4%. This was mainly the result of an increase in the gross income of producers.

The total farming debt at the end of 2012 is estimated at R88 779 million (R79 364 million), an increase of 11,9%.
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Expenditure on intermediate goods and services

(Intermediate expenditure refers to the value of goods and services that were purchased for consumption as inputs during
the production process.)

Expenditure on intermediate goods and services during 2012 is estimated at R95 765 million, which represents an increase
of 13,2% from the R84 631 million of 2011. Expenditure on packing material rose by 22,0%, seeds and plants by 18,0%, fuel
by 17,5%, dips and sprays by 17,0%, farm services by 15,6%, building and fencing material by 14,0%, maintenance and
repairs of machinery by 13,4%, farm feeds by 8,2% and fertilisers by 5,1%.

Expenditure on farm feeds remained the biggest expenditure item, accounting for 21,0% of total expenditure, followed by
fuel (14,3%), farm services (13,1%), maintenance and repairs (11,0%), seeds and plants (9,3%), dips and sprays (8,6%),
packing material (7,5%) and fertilisers (6,4%).

Prices of farming requisites

Prices of farming requisites, including machinery and implements, material for fixed improvements and intermediate goods
and services, rose by 14,5% in 2012, compared to an increase of 12,2% the previous year.

Price indices of farming requisites
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The price index of machinery and implements showed an increase of 11,1% for 2012. The price index of materials for fixed
improvements increased by 9,1% and the combined index of prices of intermediate production inputs and services in-
creased by 15,1%. Prices paid for seeds showed an increase of 19,3%, packing material 18,9%, fuel 16,1%, trucks 15,4%
and farm feeds 15,2%.

Imports and exports of agricultural products

The estimated value of imports during 2012 came to approximately R53 071million, from R44 882 million in 2011—an in-
crease of 18,2%. The estimated value of exports showed an increase of 4,3%, from R50 431 million in 2011 to about R52 579
million in 2012.

According to the 2012 agricultural export figures, citrus fruit (R7 389 million); wine (R5 984 million); grapes (R4 079 million);
apples, pears and quinces (R3 905 million); and maize (R3 259 million) were the five most important export products in terms
of value.

With regard to agricultural imports during 2012, rice (R5 624 million), wheat and meslin (R3 952 million), poultry meat
(R3 521 million), palm oil (R3 343 million) and undenatured ethyl alcohol (R2 851 million) were the five major products in terms
of value.

In terms of exports of agricultural products by South Africa during 2012, the five largest trading partners were the Netherlands,
with exports to the value of R5 647 million, the United Kingdom (R4 834 million), Zimbabwe (R4 794 million), Mozambique
(R2 818 million) and Mexico (R2 614 million).

The five largest trading partners from whom South Africa imported agricultural products during 2012 were Argentina, with
imports to the value of R6 772 million, China (R4 511 million), Brazil (R4 337 million), the United Kingdom (R3 108 million) and
the Netherlands (R2 844 million).

PART A: General information 19



FORESTRY SECTOR

Following two decades of shrinkage of the country’s plantation resources and increasing pressure on natural forests and
woodlands, forestry’s goal is to ensure renewed growth, transformation and sustainability throughout the value chain, in eco-
nomic, social and environmental terms, in ways which continue to improve the lives of the poor. Of increasing importance
is the role which plantations and the timber processing and manufacturing industries which they support, can play in both
South Africa’s energy security and commitments to addressing climate change.

In general there are three categories of forests, namely indigenous forests, woodlands and plantation forests. Forestry activi-
ties in indigenous forests and woodlands are not limited to the protection of the resource as a natural heritage, but include
their development, use and management, as well as the management and processing of non-timber forest products.
Plantation forestry practices include, among others, the establishment of vast areas of land with exotic species that are har-
vested and processed into pulp for the paper and packaging industries, sawn timber, furniture, shelving, flooring, etc.

In terms of land use, the area under forestry is about 1,28 million ha or approximately 1,0% of the total RSA land area of 122,3
million ha. The forestry sector (forestry and forest products) contributes about 1,2% to the gross domestic product (GDP). In
terms of regional GDP, forestry in KwaZulu-Natal contributes 4,5%; in Mpumalanga 4,7%; in the Eastern Cape 0,9%; and
about 0,5% in the Limpopo Province.

The South African plantations (planted forests) produced over 18,9 milion m3 (or 16,2 million tons) of commercial round wood,
worth R6,7 billion in 2009. The total industry turnover was about R20,4 billion, including R11,4 billion worth of wood pulp.
Pulpwood intakes of about 12,9 million m3; mining timber of 759 000 m3; charcoal of 264 000 m3; 4,1 milion m3 of saw logs;
and veneer logs and poles of about 546 000 m?3 were transferred to processing plants in 2009.

Industry and exports

The industry was a net exporter of almost R2,91 billion worth of goods in 2009, of which more than 99% took the form of
converted value-added products. The export of forest products has increased from R9,5 billion in 2001 to R12,5 billion in
2009, reaching the all-time high of R14,8 billion in 2008. Imports totalled R9,6 billion in 2009. In 2009, paper products were
the most important exports (R6,139 billion or 42% of the total), followed by pulp (R4,643 billion or 34%), solid wood products
(R2,573 billion or 21%) and other products (R330 million or 3%). Woodchip exports, which are exported mainly to Japan, ac-
counted for 61% (R1,578 billion) of total solid-wood product exports.

The forest sector employs around 201 025 workers. The forestry sector provides about 77 000 direct jobs and 30 000 indirect
jobs. Forestry provides livelihood support to 2,3 million people of the country’s rural population. The pulp and paper industry
provides approximately 13 200 direct and 11 000 indirect employment opportunities. Some 20 000 workers are employed
in sawmiling, 6 000 in the timber board and 2 200 in the mining timber industries, while a further 11 000 workers are em-
ployed in miscellaneous jobs in forestry.

In 2009, the total investment in the forestry industry amounted to R24,8 billion. This investment comprised 58,5% in trees;
19,4% in land; 13,0% in roads; 6,2% in fixed assets; and 2,8% in moveable assets. Regarding the investment in the forest
product sector by type of processing plant for 2009, the total book value of investments amounted to R15,7 billion. This in-
vestment comprised 82,7% in pulp and board plants; 11,8% in sawmills and veneer plants; 1,0% in pole plants; 0,3% in
mining timber; and 4,2% other plants. The forestry industry is one of the strategic economic sectors in South Africa with a
significant contribution towards economic growth and job creation.

In view of the important role of the forestry sector in the economy of the country, and in line with the provisions of the Forestry
Charter, steps have been taken by role players to ensure that there is continued and sustainable use of forestry land for tim-
ber production. Labour intensity in the forestry and forest product sector can change significantly over time. For example, if
proportionately more land is used for pulpwood production, overall labour intensity will decline, both in the forests and in the
processing plants. On the other hand, a move to higher value addition within South Africa, for example through high-value
saw log production, and processing and marketing of quality solid wood products from this resource, could contribute to
higher and more rewarding employment.

Ownership in the forestry sector is skewed, with the majority of forestry plantations owned by a handful of grower processor
multinational corporations. Ownership in forestry is similar to other parts of the world, where given the long-term nature of the
investments required in growing timber and the highly capital intensive nature of large-scale processing and manufacturing,
there is a fairly high concentration in ownership among larger companies. The majority of forestry plantations are therefore
owned by 11 large companies, some of whom are multinationals.

There are two more cooperatives which control a significant percentage of the independent small and medium growers
and this is a model thought to be useful for the more than 30 000 other small growers in the country. There is also a rapid
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development of black ownership and management in the form of outgrower timber schemes and increasing ownership of
larger companies with a number of recent empowerment transactions concluded. Although the area under plantations has
decreased over the past few years from a peak of 1 518 138 ha in 1997 to about 1 274 869 ha in 2009, the volume of pro-
duction has increased from 18,6 million m3 to 18,9 million m3 during the same period. South Africa is approaching the limits
of increasing productivity from a declining resource. As a result government has prioritised the expansion of the plantation
area in areas where it is economically, environmentally and socially appropriate to do so. This is not only important for the
country’s growth, but also for transformation as it is difficult to achieve meaningful change in any of the key transformation
areas in a stagnant or declining sector. This is why the IPAP of the dti has prioritised growing the area under plantations and
the Forestry Transformation Charter is both a transformation and growth strategy. South Africa is facing a looming shortage of
both softwood sawn timber and hardwood pulpwood over the medium and long term. The estimated shortage of timber
saw logs is currently approximately 14%.

Challenges facing the forestry sector

= Forest fires, pests and diseases

= Regulatory environment

= Limited forestry research and development
= Skills shortage

= Lack of funding to invest in forestry

= Shortage of timber in the country

= Forest degradation.

Opportunities for action in the forestry sector

< Implementation of an Integrated Fire Management Programme

= Integrated Land Use Resource Assessment

= Expansion of the Afforestation Programme in the Eastern Cape and KwaZulu-Natal
= Rehabilitation of degraded natural forests and woodlands

= Implementation of forest conservation programmes

= Rehabilitation of existing plantations

= Expansion of the Wattle Jungle Conversion Programme

= Up-scaling of the Million Trees Programme

= Development of the Working for Forestry Programme

= Greening and maintenance of open spaces.

FISHERIES SECTOR

The mandate and core business of fisheries (marine and coastal management) is to manage the development and sustain-
able utilisation of marine and coastal resources; to utilise the economic potential of the fisheries sector; and to protect the
integrity and quality of the country’s marine and coastal ecosystems. The main challenge in fisheries is to create a balance
between maximising the social and economic potential of the fisheries sector, while protecting the integrity and quality of
the country’s marine and coastal ecosystems and addressing transformation in the sector. Expansion of the fisheries sector’s
total activity is limited by the natural productive capacity of the living marine resources from which the activities derive, and
the necessity to limit and control the harvesting pressure according to what the resources can sustain on a long-term basis.
South Africa has a well-established fishery sector, comprising two components, namely wild capture fisheries and an aqua-
culture component, which is under development. Wild capture fisheries currently include three distinct components (com-
mercial, recreational, and subsistence fisheries), each of which requires specific research and management interventions.

The commercial fishing sector can be further broken down into highly industrialised capital intensive fisheries, which gener-
ally operate in deep water (e.g. hake trawl and pelagic purse seine fisheries) and near shore fisheries that are more easily
accessible and use more traditional types of gear (line fishery and near shore rock lobster hoop net fishery). Fishing contrib-
utes approximately 0,5% to the GDP and is regionally important, especially in the Western Cape where it contributes about
2% to the GDP. South Africa is a net exporter of fish and fish products and 55% of the commercial trawl catches are ex-
ported. In rock lobster, squid, tuna and commercial long line almost the total production is exported.
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On average, South Africa exports about 160 000 tons of fish a year, and imports approximately 55 000 tons. The value of
exports and imports during 2008 was approximately R3,1 bilion and R1 billion, respectively. The commercial fishing industry
currently employs approximately 27 000 people directly and approximately 100 000 indirectly, while aquaculture provides
about 1 850 direct employment opportunities on farms. Regarding commercial fisheries, marine living resources are consid-
ered to be fully utilised and high-value species largely over-exploited. However, some rebuilding strategies are underway, for
example in hake, rock lobster and abalone. The annual production of commercial fisheries is more than 600 000 tons, val-
ued at R5,8 billion.

Commercial fishing industries contribute about 70% of the total value of fishing. Large-scale capital investment (e.g. in ves-
sels, factories) is generally a prerequisite for commercial participation. Long-term commercial rights have been allocated in
22 fishing industries, with slightly more than 2 900 rights holders and about 1 788 vessels.

New fisheries introduced since 1994 include: Large pelagics long line, Patagonian tooth fish and an experimental fishery for
octopus. Certain other fisheries such as horse mackerel and round-herring have potential for expansion. However, further
research in the form of surveys is required to improve population estimates. There is potential for value addition and job
creation in, for example, the pelagic fishery for anchovy, however an implementation strategy and incentives are needed
to stimulate its development.

Participation in subsistence fisheries is broad—coastal communities have traditionally made use of intertidal and shallow-
water resources as a source of food. Only surplus not consumed by fishers is sold locally. Some 147 fishing communities,
28 338 fisher households and about 29 233 people are considered as true subsistence fishers. A draft policy (for the recogni-
tion, allocation and management of small-scale fishing rights) is being developed for small-scale fishing.

Annual recreational fishing licences (all industries) total approximately 300 000 with income generated from these licences
amounting to R18 million. However, the number of licensed recreational anglers is estimated at about 186 000. The actual
annual catch is approximately 17 000 tons of high-value species.

Aquaculture production is currently under-developed and focuses mainly on high-value products (abalone, oysters and
mussels). The current aquaculture production level is 3 543 tons worth—about R218 million. Production can increase to over
90 000 tons worth (about R2,4 billion) over the next 10 to 20 years. Most marine aquaculture is capital and skills intensive. It
also has limited potential because of the coastline—few protected areas, high energy coastline and high cost of land-
based activities. Distance from the markets means the focus is on high-value products. There are also concerns about ge-
netic contamination and environmental impact on sensitive areas.

Challenges facing the fisheries sector

Value of production is restricted by the size of the national resource and threatened by declining fish stocks in certain fisher-
ies. The profitability of the fishing industry is largely determined by factors such as the international prices, exchange rates,
fuel prices, quota allocations and the actual biomass of fish present.

Growth in the industry is not only dependent on labour and capital inputs, but is determined by the stock of fish available.

Currently there are over 2900 rights holder’s utilising 1 788 vessels in 21 different fisheries. This has decreased since 2002,
which is in line with the international trend to decrease the number of fishing vessels to reduce the pressure on the resources.

Opportunities for action in the fisheries sector
= Rehabilitation programmes such as rebuilding of depleted fish stocks that contribute to job creation and sustainable
livelihoods.

= Investing in sustainable management and efficient use of marine living resources can make a significant contribution to
job creation, while improving the environment.

= Enforcement programmes such as Green Scorpions and environmental courts.

= The allocation of additional fishing rights in certain fishing industries can contribute to job creation and sustainable liveli-
hoods.

= Infrastructure development and investment in the 12 fishing harbours can contribute to increased socio-economic and
tourism opportunities.

= Aquaculture development programmes also have the potential to play an important role.
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