
4economic research and
analysis

AIM

Economic Research and Analysis supports the collection and management of national agricul-
tural statistics, as well as the monitoring of production and marketing trends. The programme
researches and renders advice on agricultural economic and policy issues, and also provides
support and sets norms for agricultural production and resource economic services.

PROGRAMME POLICY DEVELOPMENT

The programme comprises two directorates:

Economic Analysis interprets, analyses and provides advice on the economic performance of the agricultural sector, the
impact of policies and the external environment on agriculture, the availability of agricultural resources/intermediate inputs
and their productive and effective utilisation, the competitiveness of agricultural industries and the efficiency and diversity
of farm businesses.

Agricultural Statistics collects and manages agricultural statistics in support of effective decision making. This includes the
monitoring and projection of trends in agriculture, food security and food utilisation.

PROGRAMME OVERVIEW

In the period under review contributions were made during the investigation and report-writing phases of the Food Price
Monitoring Committee, while the newly established national Agricultural Economics Standing Committee of the Inter-
governmental Technical Committee for Agriculture (ITCA) was strengthened to enhance networking and foster co-opera-
tion. This committee aims to develop standardised analytical tools and databases for economic and farm management pol-
icy analysis. The focus areas are a financial record system and enterprise budgets in the provinces, typical farm models for
different farming types and regions, guidelines for compiling business plans and the economic/financial viability of agricul-
tural projects. The committee aims to standardise the
applied terminology and analytical methodologies.

The programme also monitored the economic perform-
ance of the agricultural sector on a quarterly basis and
produced overviews of economic changes and their
impact on the sector. To fill information gaps, Statistics
South Africa launched the census of commercial agri-
culture in August 2002. The results will be available
towards the end of 2004. Statistics South Africa is also
compiling a report on household and communal agri-
culture. Improvements to the crop forecasting system
are also being addressed via a contract awarded to the
ARC. The aim is forecasts within 5 % of the actual har-
vest.
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KEY OUTPUTS, INDICATORS AND TARGETS 
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economic analysis

The purpose of the directorate is to provide strategic economic information and advice on agri-
cultural production, resources and on the agricultural sector’s performance.

OBJECTIVES

The objectives of the directorate are to provide strategic information and advice on the per-
formance and impact of the external environment on the agricultural sector as well as on the
economics of agricultural production and resources.

ACHIEVEMENTS

Policy

In the study on the impact of farmer settlement on the South African economy, macroeconom-
ic models are used that will be developed with the assistance of international expertise as a co-operative project between
the Departments of Land Affairs, National Treasury and Agriculture. Delays in the tender awarding process occurred. 

Client and public interaction

The directorate contributed during the investigation and report-writing phases of the Food Price Monitoring Committee. In
a co-operative venture with the Conningarth Economist the impact of the rise in agricultural input prices on the agricultur-
al sector was determined. Furthermore, an analysis was made to determine the impact of the rise of food prices on the
South African economy and a report was produced on the impact on the food security of poorer households.

The directorate was an advisor to the study financed by the SA Maize Trust and done by the University of the Free State
on the cost of maize production in the northern Free State. 

ben van wyk

senior manager

Directorate Output Indicator Target Status/comment

Economic Reports on constraints Number of reports 3 comprehensive Quarterly economic review and

Analysis and opportunities in the that contribute to reports forecast reports published. Released

brochure on citrus industry. Report

agricultural sector informed decisions by published by on medium-term economic review

all stakeholders in the March 2004 of the sector not released yet. Scope

sector of the report was broadened to cover

period from 1994

Statistics Statistical reports on Availability of 5 statistical Reports published:

trends in and the eco- information on trends reports Abstract of agricultural statistics

nomic performance of and economic published by Trends in the agricultural sector

the agricultural sector performance March 2004 Economic review of the South African

agriculture

Crops and markets

Statistics on fresh produce markets



Programmes and projects

The aim of establishing a database on agricultural natural and human resources is to develop or access a wide range of
databases for economic studies, relating to natural and human resources in the agricultural sector. The first phase focused
on an inventory of all available data sources for analytical purposes. At the end of the year under review a draft report was
nearly completed. 

The aim of the PROVIDE suite of economic databases and analytical models is to establish a set of integrated analytical
tools for policy impact and economic performance analysis on both the agricultural sector and its industries. Despite initial
delays good progress was made with the development of databases as well as the basic econometric models. 

Some of the development research reports as well as the first test research results are available on the PROVIDE website,
http://www.elsenburg.com.

Products and services

Establishing and standardising the economics analytical tools and databases for farm economics services is part of the
department’s aim to develop or access standardised analytical tools and databases for use in economics and farm man-
agement policy analysis. It is done in co-operation with provincial departments of agriculture and agriculture-related enti-
ties such as the Land Bank and the ARC. 

The focus areas are a financial record system, developing enterprise budgets in the different previously disadvantaged areas,
typical farm models for different farming types and regions, guidelines for compiling business plans, the economic and finan-
cial viability of agricultural projects and standardising the terminology and analytical methodologies when applying these tools.

Progress in these focus areas included the completion of the farmer level financial record system that can be linked to a
national/provincial integrated database. It is being tested and implementation is expected early in the new financial year.

The COMBUD enterprise budgets project aims to provide farming analysis for planning, advice and comparative cost, prof-
itability and competitiveness analysis on a broader regional or national base. An action plan has been developed through
ITCA to upgrade the computer program and build capacity by training. 

The typical farm models serve as a micro-analytical tool for farm level advice and analysis, including quantifying external
impact on specific types of farming. While the pilot phase focusing on identified development nodes continued, implemen-
tation was delayed because of a lack of internal capacity.

A draft of the framework guidelines and tools for compiling business plans was finalised, while agricultural economic train-
ing courses were also compiled.

MEDIUM-TERM ECONOMIC REVIEW STUDY OF THE AGRICULTURAL SECTOR

The medium-term economic review study was commissioned through the ARC, initially confining it to changes over five to
six years since 1996, when a similar report was done. However, as the need for a ten-year review and forward planning
became a priority, the analysis period was reversed to 1994. This resulted in a delay but the analysis report should be
finalised early in the new financial year for evaluation and release. 

QUARTERLY ECONOMIC REVIEW AND FORECAST REPORT ON THE AGRICULTURAL SECTOR

The first two quarterly reports were released only for internal use. In future the report will be available on the departmen-
tal website, http://www.nda.agric.za. 

MULTIMARKET ANALYSIS OF IMPACT OF IMPORTATION OF LIVE ANIMALS ON THE RED MEAT INDUSTRY

This study was originally initiated to review the South African red meat industry’s trade angle. Because of the use of a mul-
timarket economic model it became an important capacity building process. The final report is expected to be completed
during the first quarter of the next financial year.
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Intergovernmental

The national Agricultural Economics Standing Committee of ITCA held three meetings during the report period. The com-
mittee has proven to be an effective forum for intergovernmental co-ordination of agricultural economic services.

During the year under review a new brochure on the citrus industry was published. The update of earlier brochures for
maize and wheat are well underway while new brochures for the dairy, wool and tomato industries are also being devel-
oped for publication in the next financial year

International

With the South African counterpart, the department co-hosted the International Association for Agricultural Economists’
triennial conference in Durban in August 2003. The Director-General chaired the local organising committee. A competi-
tion made it possible for three promising young agricultural economists from previously disadvantaged areas to attend the
conference. Deserving entries were published in Agrekon and the association’s national agricultural economics journal.

The directorate participated in compiling a review of South Africa’s relations with the Organisation for Economic Co-oper-
ation and Development. This organisation’s Directorate Food, Agriculture and Fisheries also requested South Africa to co-
operate in reviewing agricultural policies in the country. At the end of the financial year no final decision has been taken on
the matter.

Organisational

During the recent restructuring of the department, the number of posts were increased from 19 to 43 to address the short-
age of agricultural economists. The implementation of the fully extended establishment will be implemented in phases as
funds are voted for this purpose.

agricultural statistics

The purpose of this directorate is to collect and manage national agricultural statistics, moni-
tor and project trends in agricultural production, food security and food utilisation, establish
and maintain a comprehensive database on the agricultural sector and disseminate agricultural
statistical information.

OBJECTIVES

The directorate’s objectives are to compile national and provincial production accounts, such
as the gross value of agricultural production and the value added by the agricultural sector,
national and provincial capital accounts, the value of farm assets and changes in livestock
inventories and production and utilisation tables, such as the production structure of agricul-
ture in terms of standard industrial classification codes, as well as intermediate and final con-
sumption in terms of these codes.

Furthermore, the directorate calculates macroeconomic indicators, such as the producer price index, land price index, farm-
ing requisites price index, farm debt and the volume and value of agricultural imports and exports and undertakes monthly
estimates of the production of summer field crops, winter cereals and quarterly estimates of livestock numbers in South Africa.

It also compiles a food balance sheet to monitor the food security situation in the country, a monthly cereal balance sheet
for submission to the regional early warning unit of the Southern African Development Community, calculates the private
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consumption expenditure of food, beverages and tobacco and keeps structural information on all types of farmers in all
regions.

ACHIEVEMENTS

Programmes and projects

The Census of Agriculture 2002 launched by Statistics South Africa in August 2002, covered 68 000 VAT-registered and other
formal/commercial farming units. By the end of March 2004, 76 % of responses of the total number of 81 000 question-
naires that had been distributed, were received, representing a response rate of 87% on turnover. This was despite the fact
that usable questionnaires received totalled only 49%. Preliminary aggregated results required for the re-basing of the agri-
cultural economic accounts, were released in June 2004 and the detailed reports containing final results on a provincial
basis will be published in November 2004.

The design and construction of the farmer register has been concluded from an information technology perspective. The
system, which was designed as a georeferenced database, needs to be populated with data. While commercial farms are
georeferenced, communal areas and the emerging sector are generally not. Although the database can contain or link to
georeferenced data, its value is expected to be exponentially improved if georeferenced data are available, for example, to
relate to land potential or other physical attributes.

The department purchased a full set of deeds data on all farms and agricultural holdings in South Africa, which will serve
as basis in populating the farmer register. The Department of Land Affairs is busy cleaning and adding value to the data.
Available departmental information and data from other sources will be added. Furthermore, a database has been drafted
for the collection of data from farmers who are not registered owners of agricultural land and who do not form part of a
departmental system yet. Information from LRAD will also be transferred to this farmer register. The confidentiality of sen-
sitive personal information and compliance with the Electronic Communication and Transactions Act, 2002 (Act No. 25 of
2002) is receiving attention. 

Products and services

The directorate published three annual, one biannual, one quarterly and a monthly report, also on the departmental web-
site. These were the Abstract of agricultural statistics, Trends in the agricultural sector, Economic review of South African
agriculture, Statistics on fresh produce markets, Crops and markets and
the Food security bulletin.

Economic accounts, reflecting the performance of the agricultural sec-
tor for the 2003 calendar year were compiled. The statistics were made
available to Statistics South Africa and the Reserve Bank for incorpora-
tion into the country’s national accounting system. The private con-
sumption expenditure on foodstuffs, which indicates the amounts that
South Africans spent on food, was also calculated and made available
for the 2003 calendar year.

The directorate produced monthly updates of important macroeco-
nomic indicators to determine trends in the agricultural sector. These
included the volume index of production, farming requisites price index,
producer price index, land price index, interest rate index, farm debt, the
volume and value of agricultural imports and exports, the food basket
of farm products, for example the producers’ share in the consumer’s
Rand, and the volume, value and prices of fresh produce sold on the
major markets.
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Monthly forecasts were released on the production of summer grain crops such as maize, sunflower seed, soya-beans,
sorghum, groundnuts and dry beans as well as winter cereal crops such as wheat, barley, sweet lupins and canola, on a
provincial basis. Forecasts were also released on farmers’ intended plantings of summer grain and winter cereal crops for
the 2004/05 season. 

To enhance the efficient functioning of the grain market, the monthly crop forecasts were released electronically and also
made available on the departmental website. Estimates of livestock numbers were also released quarterly.

The food balance sheet is drawn up annually and as commodity information becomes available during the production sea-
son, the figures are updated. This balance sheet provides an indication of the country’s total consumption as well as the
per capita consumption of the most important foodstuffs.

A monthly food balance sheet is also drawn up for cereal products, which is made available to the regional early warning
unit of the SADC. 

Discrepancies in the Report on the 2000 farm survey are being addressed with Statistics South Africa. An additional report
on household/communal agriculture is being compiled by Statistics South Africa and will be released in July 2004.

Intergovernmental

The directorate participated in the activities of the national Agricultural Economics Standing Committee of ITCA. The aim of
this committee is to enhance co-ordination and co-operation on economic and statistical issues and to build national
capacity.

Organisational

The new proposed organisational structure of the directorate was approved and all the statistics posts evaluated to reflect
the complexity of the functions as well as the scarcity of skills. The advertising of approved and funded positions in the
structure and the appointment of qualified personnel are receiving attention.
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