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Report on the activities of the South African Agricultural Processors Association

1.
Background

Role players in the agro-processing industry acknowledged the lack of information, capacity and understanding that exist at company level of the opportunities and implications of international trade.  Moreover, the lack of a proper voice advocating the interests of the industry during trade negotiations was a cause of concern. As a result, some of the major processors in the industry decided to establish an association to address these concerns. Subsequently, the South African Agricultural Processors Association (SAAPA) was established on 25 January 2005 as a company incorporated not for gain.
A management agreement was signed between SAAPA and the National Chamber of Milling (NCM) which allows SAAPA to benefit from the infrastructure and administrative support provided by NCM. Lambert Botha, a qualified international trade law practitioner was appointed to assist members of SAAPA with international trade matters. 

The South African Agricultural Processors Association is now entering its second year of existence.  

This brief report aims to reflect the Board of Directors as well as the membership structure of the Association, the financial position of SAAPA, the main activities embarked upon, outcomes achieved and the business agenda for 2006.

2.
Board of Directors

The Board of Directors of SAAPA consists of Messrs Hamish McBain (Chairman), Allan Bishop (Vice-Chairman), Len Hansen, Nico Kruger, Ndaba Ntsele, Ray Stout, Mxolise Zwane and Jannie de Villiers (Executive Director). The Board convened for meetings on 15 July 2005 and 9 November 2005.

Directors:  J H Mc Bain (Chairman)  A H Bishop (Vice-Chairman)

L W Hansen  G P N Kruger  N Ntsele  R J Stout  M Zwane
Executive Director:  J F de Villiers
3.
Membership

The founding members of the Association are African Products, Animal Feed Manufacturers Association, Astral Foods, Anchor Yeast, Foodcorp, National Chamber of Milling, National Association of Maize Millers, Pioneer Foods, Premier Foods, SAB and Tiger Brands. A new fee structure has been introduced to allow sector associations and smaller companies with lower annual turnover to join as members. Allowance has also been made for the provision of ad hoc consultations or advice against payment of a fee calculated at an hourly rate. 

During 2005 the South African Citrus Processors Association joined the Association as associate member. The Association received expressions of interest concerning possible membership from the following companies: Clover, Kraft Foods, Parmalat, the Pet Food Industry Association, the South African Wine & Brandy Company, Color ZA (Pty) Ltd and SENWES. Final responses from these companies are awaited.

4.
Finances
Fees for ordinary members during the 2005 financial year were R10 000 per month and for associate members R5 000.  No increase in membership fees has been provided for in the 2006 financial year.

Total income were realised at R879 500 and total expenses at R938 981. This leaves the total loss for the ten months ended 31 December 2005 at R59 481. 

For 2006 a net loss of R97 298 was budgeted for.

Our current loss is carried by the National Chamber of Milling for which we are very grateful.
5.
Activities

The following areas of focus were pursued by SAAPA during its first year of establishment namely:

(1) 
establishing effective channels of communication between the Association and members; 
(2) 
identifying the basket of products for which the Association is responsible to provide trade advice; 
(3) 
establishing relationships of trust with the relevant functional departments within the South African Government; and 
(4) 
providing advice and analyses on issues of substantive interest to members. Each of these focus areas will now be discussed in further detail.

(5)
Participation in the AgriBEE process

6. INTERNATIONAL TRADE

6.1
Communication between the Association and its members

It is up to each member of SAAPA to define the manner in which it chooses to interact with the Association. Some members elected to interact with the Association through their representatives on SAAPA’s Board of Directors. Other members have identified staff-members within their companies to deal with the affairs of the Association. In some instances where members consist of several divisions, a number of employees, each representing a different division within the company have been nominated to function as contact person between the company and the Association. Other members in similar circumstances have elected to nominate only one employee through which all communication is channelled to the various divisions within the company.

Communication between the Association and its members is conducted primarily through electronic means. Members have received on a regular basis a report on the activities of the Agricultural Trade Forum. This circular/newsletter remains the most important means of informing members of developments in international trade as far as they relate to and affect South African businesses. It is mainly through the circular that SAAPA consults with members on various issues dealing with international trade. In addition to the circular, members have on a frequent basis received other documentation for information purposes such as studies and reports on relevant trade issues, notices relating to sanitary and phyto-sanitary measures and technical barriers to trade, which the Association receives on a regular basis from the World Trade Organisation as well as notices concerning trade exhibitions and other trade events.

6.2
Identifying the basket of products for which the Association is responsible 

The identification of members’ products, which include both the final processed product as well as the raw materials used during processing, as well as the correct classification of these products according to the South Africa (and foreign) tariff structures, are crucial to the proper performance by the Association of one of its core functions, namely to provide trade advice and analyses on a tariff line basis. Some headway has been made in this area, but further consultations between the Association and some of its members are necessary before a complete assessment can be made of the number and nature of the products that fall within the responsibility of the Association.  A rough estimation shows that the basket of products currently covered by SAAPA is approximately 100 and this is only calculated on the level of a four digit tariff heading. The figure can be much higher if the calculation is done on the level of the six digit tariff sub-heading.  
6.3
Building a relationship of trust between the Association and the South African Government
Another core function of the Association is the responsibility to effectively communicate its members’ trade interests and positions to the relevant functional departments within the South African Government. Three institutions are identified for this purpose namely the Department of Agriculture, the Department of Trade and Industry as well as the Customs Authorities. It is fair to say that the Association has successfully established a good working relationship with the Department of Agriculture through its active participation in the activities of the Agricultural Trade Forum. During 2006 a greater effort will be made to strengthen SAAPA’s relationship with the Department of Trade and Industry.

The Association has provided support during 2005 to the Customs and VAT Enforcement Caucus, an association of South African businesses working towards the strengthening of the capacity within the Customs Authorities to reduce negative economic activity relating to imports into South Africa. A working relationship has also been established between the Association and the tariff policy services division within the South African Revenue Services.

6.4
Providing advice and assistance on substantive trade issues of concern to members  
The Association has assisted its members in the formulation of policy positions with respect to the following substantive areas arising from the agenda of the Agricultural Trade Forum, namely – 

· rules of origin for SADC;

· rules of origin for the SACU-Mercosur Preferential Trade Agreement;

· the inclusion (or exclusion) of additional products for the purposes of the SACU-Mercosur Preferential Trade Agreement;

· the review of the Agreement on  Trade, Development and Cooperation between South Africa and the European Union; and

· the inclusion of products to benefit from the proposed SACU-India Preferential Trade Agreement.

In addition, SAAPA was also involved with other activities such as -

· assisting the Sorghum Forum in the review of its constitution; 

· assisting the Southern African Grain Arbitration Services Association (SAGAS) in the drafting of its constitutive documents as well as serving as a member of the Governing Committee of  SAGAS; 

· providing comments to the International Trade Administration Commission on the proposed safeguard regulations;

· participating as speaker at conferences organised by the South African Department of Trade and Industry, the Trade Law Centre for Southern Africa as well as the SADC Secretariat

· participating in meetings of the South African Institute of International Affairs, the South African Chamber of Business; and 

· providing training to officials from the South African Department of Trade and Industry on the WTO Agreement on Agriculture as well as the Agreement on Sanitary and Phyto-Sanitary Measures.

The Association concluded 2005 on a successful note by being nominated by the Agricultural Trade Forum to represent the agro-processing industry as part of the official South African Government delegation to the afore mentioned WTO Conference in Hong Kong.

The Executive Director was also invited by the Minister of Agriculture to accompany her to the meeting between the Agricultural Sector and the State President in November 2005.  This invitation followed after the Director General of the Department of Agriculture formed a CEO’s Forum of which Jannie de Villiers was part of.

6.5
Provisional agenda for 2006
Many of the activities which the Association will embark upon during 2006 will be determined to a large extent by the agenda of the Agricultural Trade Forum. Bilateral discussions between SACU and its trading partners are to continue during 2006 and are likely to dominate much of the activities of the Trade Forum. The Association, in consultation with its members, will need to provide the necessary inputs relating to, amongst other, – 

· The proposed Free Trade Agreement between SACU and the United States of America. Inputs with respect to both an offensive and defensive position need to be submitted;

· The proposed Preferential Trade Agreement between SACU and India. Inputs with respect to the defensive positions of members need to be formulated and submitted;

· The finalisation of the SADC rules of origin; and

· Preparation of submissions for the proposed Preferential Trade Agreement between SACU and China;

In addition, further consultations with members are necessary to define the basket of products and to strengthen the channels of communication between SAAPA and its members. In this regard, special emphasis must be placed on identifying staff-members within members which deal with sanitary and phyto-sanitary measures as well as product labelling issues. 
Not all members equally made use of the services of SAAPA in the formulation of trade positions and other trade related issues. Members are encouraged to utilise the services provided by the Association to fully realise the benefits of being a member of SAAPA.

7.
AGRIBEE

The Association has played a very active role in the development of a Transformation Charter for Agriculture or AgriBEE with the Association Chairman being appointed to the AgriBEE Steering Committee by the Minister of Agriculture. Members and other participants in the agri-processing industry were kept appraised of developments over the past year through a series of briefing sessions and the circulation of relevant documents. Arrangements were also made for a delegation from the association to participate in a consultation session with the AgriBEE Steering Committee prior to the AgriBEE Indaba in December 2005.

Following the Indaba your Chairman also participated actively in the Drafting Team charged with the task of finalizing the AgriBEE Transformation Charter in terms of Section 12 of the Broad Based Black Economic Empowerment Act of 2003. This document is to be submitted to the Minister of Agriculture before the end of May 2006 and participants on the Agricultural Sector, including the agricultural processing industry, will be called upon to sign this Charter prior to it being submitted to the Minister of Trade and Industry for approval subsequent publication in the Government Gazette.

As it is subsequently the intention of the Minister of Agriculture to proceed with the development of Codes and Scorecards in terms of Section 9 of the BBBEE Act, the Steering Committee has incorporated an Indicative Scorecard into the AgriBEE Charter. Members and all other stakeholders have been given opportunity to make submissions on the various drafts of the Charter including the modifications arising from the Indaba and the pre-consultation meetings. These inputs have resulted in some significant deviations being proposed form the generic Codes of Good Practice issued by the Department of Trade and Industry. 

While it is the view of the AgriBEE Drafting Team that as these deviations have been adequately motivated, supported by a broad spectrum of stakeholders and adopted unanimously by the AgriBEE Steering Committee, further empirical evidence will be required for the deviations to be confirmed as part of the subsequently published Sector Codes.

The Minister is likely to now appoint a Charter Council for the Agricultural Sector to oversee the subsequent process and to commission the necessary studies aimed at providing the required empirical information in support of deviations form the generic Codes. Members should give careful consideration to the nomination of people who can effectively represent their interests on the Charter Council that is required to reflect the interests of all stakeholders.
8.
GOVERNMENT INTERVENTION

You will notice that we have a point on the agenda this morning to discuss this matter.  The Minister of Agriculture has appointed a Committee to investigate the role and functions of the National Agricultural Marketing Council.  We are concerned about some media reports which indicated that the Committee is considering some intervention measures regarding the market mechanism to enhance the speed of transformation in agriculture.  This might be an area which our Association might help us to assist Government in achieving their goal without a change to the current free market system.
9.
Conclusion

A lot of time and effort were spent during the first year of existence of the Association to establish the necessary data bases and channels of communication with members and with government institutions. This process will continue into the foreseeable future.

Finally, the Association wishes to thank its Board of Directors, its members and specifically the National Chamber of Milling for their support, financially and otherwise, during the first year of its existence. 

HAMISH McBAIN

Chairperson:  S A Agricultural Processors Association

3 May 2006
