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EXECUTIVE SUMMARY

The Federation of Food Processors was formed in 1997 after the South African Government entered into free trade agreement discussions with the European Union.  Agri South Africa was the only grouping that was consulted in formalising the South African position.  The previous minister of Agriculture, Mr Derick Hanekom, was approached by industry leaders to advise them on the way in which agri-businesses should voice their opinion regarding the free trade agreements.  The Minister suggested that the agri-processors form a grouping to voice their opinion and also establish the Agricultural Trade Forum (advising the minister on trade issues).  The agricultural processors were also allowed to nominate people to sit on the Agricultural Trade Forum.  

During July 2004, Government called on business for its new positions regarding the mid-term review of the South African/European Union Agreement and also requested business, via the Nedlac process, to respond to the South African Customs Union/Mercosur (Brazil, Argentina, Uruguay and Paraguay) Agreement.  Annexure ‘A’  contains all the current and possible free trade agreements between South Africa and our trading partners.  Renewed interest from industry came about as there is a lack of information, capacity and understanding at company level of the implications of these agreements.  Industry leaders got together and formulated a plan to revive the Federation of Food Processors by establishing a properly skilled trade desk to assist agricultural businesses to formulate positions and to communicate them to Government negotiators.  

The South African Agricultural Processors Association (SAAPA), situated at the National Chamber of Milling, was subsequently established on 25 January 2005 to fulfil this function.  SAAPA will also facilitate any defensive strategies using World Trade Organisation tools, such as anti-dumping duties, countervailing duties and special safeguarding measures to protect the agricultural industry from unfair competition.

The Minister of Agriculture announced some guidelines for a Black Economic Empowerment Charter for Agriculture on 26 July 2004, which includes the processing sector.  Once again the primary producers were consulted via Agri South Africa, but private sector agricultural processors were not well enough organised to talk as one body.  

It was subsequently recommended that a South African Food Processors Association, which was still to be established, should also deal with the AgriBEE issue in formulating charters and to facilitate the process.  We expect that an AgriBEE Charter Council will eventually be appointed, especially for the monitoring of the implementation of AgriBEE.

BALANCE SHEET:  SAAPA
Services:  Trade and Other Agreements

· Access to highly skilled trade specialist.

· Proper analysis per product offensive and defensive for each free trade agreement.

· Specialised advice on use of World Trade Organisation tools (e.g. anti-dumping, special safeguarding measures, countervailing duties and previous dispute settlement results).

· Access to permanent staff lobbyist.
· Training for staff on trade issues.

· High profile and highly credible staff at the National Chamber of Milling.

· Codex alimentarius (Co-operation with the Consumer Goods Council).

Platform:  Policy issues

· AgriBEE.

· Labelling legislation.

· Food safety issues.

· Trade and tariff policy.

Costs

It is currently estimated that the cost will be between R7 500 per month up to a maximum of R10 000 per month per company/association, pending the number of companies/associations that are to join.

JANNIE DE VILLIERS

6 April 2005
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1. Introduction

The Federation of Food Processors (Foodfed) was established in 1997 to educate private sector agricultural processors regarding the implications of international free trade agreements.  Foodfed also was the nominating body for representatives on the Agricultural Trade Forum (advisory body to the Minister for Agriculture on trade issues).  Mr Hamish McBain from Tiger Brands was elected as the President of the Federation of Food Processors and Mr Jannie de Villiers from the Chamber of Milling was elected the Chairperson.  The Dairy Foundation, Premier Foods and the Grocery Manufacturers’ Association each nominated a person to form the Executive Committee of Foodfed.  

Since its inception a few meetings were held and the chairpersons of the portfolio committees of agriculture and trade and industry were invited to address a group of business men regarding Government’s philosophy on trade agreements.  After the formulation of the mandates for the South African/European Union Agreement, interest waned and the only activity of Foodfed that was left, was a newsletter (± 10 per year) which Jannie de Villiers compiled immediately after each of the Agricultural Trade Forum meetings.  These newsletters were originally distributed to all the founding members of Foodfed.  In the later years the Board of Directors of the Chamber of Milling decided that the newsletters should be sold as the Chamber of Milling incurred some costs in collating them.  The subscription fees were ± R3 000 per annum.  The Foodfed newsletters were distributed to all the members of the Chamber of Milling, the National Association of Maize Millers, the Animal Feed Manufacturers’ Association as well as to the S A Chamber of Baking, African Products, South African Breweries, Fatti’s & Moni’s and Sasko Pasta.  Other companies that subscribed or that have been receiving these newsletters are Afgri, S A Poultry Association, Nampak, Consumer Goods Council of South Africa, the South African Fruit and Vegetable Canners’ Association, the Petfood Association, S A Sugar Association, S A Feedlot Association, S A Tea, Coffee and Chicory Association, S A Breweries/S A Maltsters, Unifoods, S A Oil Expressers’ Association, S A Agricultural Produce Traders’ Association, Sorghum Processors’ Association, S A Grain & Produce Shippers’ Association, The Margarine Manufacturing Association and Kellogg’s.

The Chamber of Milling rendered limited services to individual companies regarding trade and tariff issues.  However, the capacity was not enough to support a bigger membership.  The Chamber of Milling also have available the services of an economist (Mr ‘PJ’ Moloisane, previously with the Department of Trade and Industry) who is mainly responsible for liaising with Government regarding policy matters and industry positions on trade agreements and other policy issues.

Annexure ‘A’, attached to this document, contains all the agreements that South Africa has been engaged in and possible new free trade agreements that might follow.  

The South African Government embarked upon a strategy to promote black economic empowerment in South Africa.  The Minister for Agriculture launched an AgriBEE policy document on 26 July 2004.  In the document she indicated that a steering committee will be constituted to facilitate the negotiations between Government and Industry regarding the scorecards and goals.  The fact that the agricultural processing industry is not organised into one body, proved to be a huge disadvantage, as the Minister consulted with Agri South Africa for representation.  In the absence of a proper representative body for agricultural processors, she consulted with the Agri-Business Chamber.  The Agricultural Business Chamber consists mostly of the former co-operatives and is not truly representative of agricultural processing.  The South African Chamber of Business also hosted a meeting of participants in the food processing value chain, as the Minister’s policy paper included the whole food processing value chain from the farm to the plate.  

The lack of a proper voice for the agricultural processors stimulated the major processors to formalise a joint body through which their viewpoints could be communicated in future.

2. Strategic intenT

Vision

To empower the agricultural business sector and Government negotiators with strategic information to improve international market access via international agreements (free trade agreements, Codex, etc) and to defend local markets against unfair competition, using World Trade Organisation tools.  To provide a platform for agricultural processors regarding policy matters of mutual interest.

Mission

To act as mouthpiece for the agricultural processing sector by doing economic research and analyses of international trade and other agreements, with a view to influence Government negotiators and to enhance the position of the South African agricultural processing businesses.

3. Strategy:  TRADE

3.1 Research

SAAPA intends to undertake proper research on the implications of the current agreements and to facilitate the formulation of industry positions regarding the reviews of current agreements.  We also intend to analyse the positions of any new and upcoming free trade agreements.  This will be carried out by making use of international databases, which the Chamber of Milling is already using and, with bigger financial power, it might even enrol in more international trade databases.  The research will be focussed on the formulation of positions and to influence Government to adopt its policies to enhance the competitiveness of South African agricultural businesses.  

3.2 Analyses

Proper analyses will be done with regard to free trade agreements of the offensive positions, to try and enlarge our international markets and to identify all non-tariff barriers, in an effort to ease South African trade.  

Further analyses will also be done to establish the basis on which South Africa can defend its local markets if a free trade agreement is entered into.  
3.3 Mandate from industry

SAAPA liaises directly with identified individuals in the various companies and industry associations that are members of SAAPA.  No position will be communicated to Government or lobbied unless the representatives of specific industries/products properly mandate it.

3.4 Communication to Government

SAAPA will mainly use the Agricultural Trade Forum to communicate its positions, as this body is functioning very well.  Nedlac recently accepted the Agricultural Trade Forum as the body dealing with agricultural products (Chapter 1 – 24).  The Chamber of Milling is also a member of the South African Chamber of Business (SACOB) and is a fulltime member of the International Trade Committee.  We have also in the past attended a few of the Nedlac meetings representing business. Agri South Africa is currently a member of Nedlac and we should push to allow SAAPA to represent the agricultural processing sector at the Nedlac meetings.  The Department of Trade and Industry remains the principal for all these free trade agreements and we will maintain and improve our liaison with the Directorate:  Agro Processing at the Department of Trade and Industry.  We are also communicating directly to the International Trade Administration Commission of S A (ITAC), which also forms an integral part of the South African negotiation team.  They are also very important role players when it comes to using the World Trade Organisation tools, such as tariffs and anti-dumping duties, etc.  

Given the decision by the South African Customs Union members that South Africa will only enter into free trade agreements with other trading partners as the South African Customs Union, and no longer as South Africa, it will be important to also liaise with the governments and industries in the BLNS countries.  This will also include liaison with the South African Customs Union Board on Tariffs and Trade.  The Chamber of Milling has identified the individuals in Government who are physically responsible for the negotiators on technical level, as well as on a senior official level, which is very critical in formulating positions and understanding the industry well enough to formulate positions, using practical examples.  The politicians involved with the free trade agreements, such as the Ministers and Chairpersons of the Portfolio Committees, are also important role players in the process.  

Another avenue of communicating positions is via non-governmental organisations (NGO’s).  These include non-governmental organisations in South Africa as well as abroad.  We have been meeting with some non-governmental organisations that are very friendly towards the Developing World in the European Union and have supplied them with information in an effort to communicate our positions.  The universities are increasingly playing an important role in advising Government regarding some aspects of the free trade agreements.  Jannie de Villiers annually lectures to the post graduate students at the University of Pretoria on private sector’s perspective regarding international trade.

The media remains a very important tool to communicate positions in South Africa.  We have also successfully used international media to communicate our dissatisfaction with some non-tariff barriers that were used in our trading partner countries.  Due to our standing in the media, as well as the status of our inputs regarding all the free trade agreements, the Executive Director of the Chamber of Milling is very often invited to present papers in South Africa as well as abroad.  The most recent address was at the International Grains Council Conference in London (16 June 2004), where 375 people from 52 countries attended the meeting.  There are quite a few conferences in South Africa that, on a frequent basis, request papers to be presented to address certain issues.

We have frequently in the past addressed public hearings in South Africa to convey the message of private sector with regard to free trade agreements and other trade agreements, such as the South African Customs Union and the Southern African Development Community.  We have also played an integral part in an ‘inner circle’ (small group of selected individuals) in assisting the National Department of Agriculture to design a trade policy paper, which was later approved by the National Department of Agriculture’s Executive Committee.  We are also aware that some public hearings were held in the United States of America in order to obtain market access via the African Growth and Opportunities Act.  These have not been attended by the Chamber of Milling, as it did not include the products that we are concerned with, but we are aware that the South African Fruit and Vegetable Canners’ Association did attend some of these public hearings.  

3.5 Trade tools

SAAPA will be able to advise industry on all the trade tools that could be used, such as anti-dumping, countervailing, special safeguarding measures, rebate facilities, incentive schemes for investment and exports, all issues concerning tariffs, as well as non-tariff barriers and sanitary and phyto sanitary matters.  The Government is in the process of publishing legislation regarding countervailing duties, as well as establishing special safeguarding measures.  We have already made some comments and inputs into the draft legislation for countervailing legislation.  We are still awaiting the draft legislation for special safeguarding measures.  These are currently in an internal process within the Department of Trade and Industry.  [It was subsequently been published for comments.]

3.6 Communication to members

We intend to increase the frequency of the (former Foodfed) newsletter and to make it more specific in making companies aware of the issues that are at stake.  We can also send an electronic version on a weekly basis to members, following the negotiations between the South African Government and other trade partners.  

We intend to host meetings of our members and to attend meetings of our member companies.  The Chamber of Milling has addressed several executive management meetings of companies in the past.  These include companies like Ceres Fruit Juices, Omnia, Pioneer Foods, the Petfood Association, etc.  

The most important way of communicating information is through personal contact.  SAAPA will also be able to provide some basic training on the concept of these issues and to enlighten management teams of private sector companies, with the basic information regarding these agreements.

3.7 Trade policy

SAAPA will be in a position to help improve, via its muscle to influence Government regarding trade policy issues, the infrastructure such as ports and the transportation systems to enhance our exports.  We will also be skilled to help companies to remove certain export barriers in foreign countries that are illegal and are hampering trade.

4. STRATEGY:  AGRIBEE

4.1 Representation

At a meeting held at the National Chamber of Milling on 7 September 2004, the participants agreed to formalise an Agricultural Processing Association and to request the Minister for Agriculture for a representative on the AgriBEE Steering Committee.  It is the intention that, should Government launch similar major policy or legislative issues in future, the role players will at least have a platform to ensure proper representation.

Mr Hamish McBain from Tiger Brands was nominated by the South African Chamber of Business, in the absence of a Food Processors’ Association, together with Mr ‘PJ’ Moloisane (Chamber of Milling), as his alternate.

4.2 Process:  Formulating Black Economic Empowerment Charters

Annexure ‘B’ is a summary of the process, which was decided on at a South African Chamber of Business meeting that was held on 21 September 2004.  It is strongly recommended that Agricultural Food Processing Companies and/or Associations get involved in the participation of the demarcation and consultative process, as the AgriBEE Steering Committee indicated a deadline of 20 December 2004 to present draft charters.  Despite the unrealistic date, industry should commence with a project plan to outline the process for the formulation of a charter.

4.3 Time frames

We suspect that an issue such as AgriBEE will be a temporary issue, peaking in 2005, with a low key monitoring action in the later years.  Experience, however, dictates that new policy issues will surface in the years to come.  A proper industry association will allow private sector to interact with Government on such new policy issues from a better platform than what is currently the case.

5. STRUCTURE

5.1 Institutionalising

A Section 21 Company (i.e. a company incorporated not for gain) has been registered.  A board of directors has been elected as well as an executive committee, consisting of some of the role players, to lead this organisation.  It will be very important to maintain a high corporate governance to build credibility in the industry and with Government.

5.2 Membership

The membership consists of individual companies as well as industry associations.  At this stage it is preferable to have companies enrolled as members, as it will improve the mandate procedures and will exclude some of the politics regarding industry associations.

5.3 Mandate procedure

It will be very important to only communicate positions once a consensus has been reached in this regard.  Multinational companies might make it very difficult if they are also members of SAAPA.  They might have an interest, which benefits their country of origin more than the South African situation.

5.4 Staff

A high profile trade specialist has been appointed at the Chamber of Milling.  This trade specialist is supervised by the Chamber of Milling and the Chamber will also supply the services of a specialist lobbyist, as well as some support staff for the administration that is required.  Other matters such as AgriBEE could be serviced through existing staff.

6. BUDGET

6.1 Financial implications

It is currently estimated that the cost will be between R7 500 per month up to a maximum of R10 000 per month per company/association, pending the number of companies/associations that are to join.  We have not made provision for costs relating to issues such as AgriBEE.  As these issues are not predictable and the scope thereof is difficult to determine, it makes it very difficult to budget for this function.

6.2 Membership fees

The founding members of SAAPA will decide on the amount and the frequency of funding for this organisation.  A monthly fee will be appropriate, but a six monthly advance payment might solve issues such as the start-up capital requirements, as well as provide the stability to employ such a highly skilled staff member.  It is also important to try and secure the membership for a fixed period to ensure the continuation of the services.  

6.3 Non-members

SAAPA can also render some services to non-members on an ad hoc basis.  An hourly fee can be charged to those companies who prefer to do business in this way.  There should also be the possibility of an enrolment fee for ad hoc users.  

7. OTHER INTERNATIONAL AGREEMENTS

As SAAPA gets established, we will also consider advising industry on other international agreements such as Codex Allimentarius and the Cartagena Agreement.  

JANNIE DE VILLIERS

23 August 2004:  
Version 1

17 September 2004: 
Version 2

4 October 2004:
Version 3

6 April 2005:
Version 4

ANNEXURE ‘A’

1. AGREEMENTS FINALISED

(1) South African Customs Union

(2) Southern African Development Community

(3) European Union

2. AGREEMENTS UNDER NEGOTIATION

(1) Mercosur (Brazil, Argentina, Uruguay and Paraguay)

(2) United States of America

(3) European Free Trade Association (Norway, Iceland, Switzerland and Lichtenstein)

3. POSSIBLE NEW AGREEMENTS

(1) China

(2) India

(3) Nigeria

(4) Egypt

(5) Kenya

4. OTHER

(1) Nepad

(2) Codex Allimentarius

(3) Cotonou

(4) Cartagena Agreement

ANNEXURE ‘B’

SUMMARY OF THE AGRIBEE MEETING HELD AT SACOB ON 21 SEPTEMBER 2004

1.
INTRODUCTION

SACOB requested the Minister of Agriculture for a representative on the AgriBEE Steering Committee.  A Steering Committee meeting was scheduled for 20 September 2004.  Through our initiative, SACOB nominated Mr Hamish McBain (Acting Chairperson of the SACOB AgriBEE Committee) to attend the meeting on 20 September 2004.  

2.
STEERING COMMITTEE:  REPORT BACK
Mr McBain reported back at the SACOB meeting on his experience of the Steering Committee meeting at the National Department of Agriculture.
The Steering Committee at the National Department of Agriculture agreed to group agriculture from farm to plate into three different groupings, being:

Group 1

Primary Agriculture

Group 2

Input suppliers e.g. fertilisers




Services e.g. silo storage




Value adding e.g. milling

Group 3

Wholesale and retail (food)

Two task teams were established at the Steering Committee meeting.  One focussing on Group 1 and is chaired by Mr Bully Botma from Grain South Africa.  The second task team that will focus on Groups 2 and 3 is chaired by Mr Johan Dique from Senwes.  

SACOB today formally nominated Mr Hamish McBain to act as the principal representative from SACOB with Mr ‘PJ’ Moloisane (Chamber of Milling) to act as his alternate.  The Steering Committee indicated that all these groupings should present a draft charter by 20 December 2004.  It is also our understanding that the participants in Group 2, being input suppliers, services and value adding processors, can construct various charters fitting their specific industry requirements.  No demarcation indications were given.

3.
PROCESS

The Government emphasised that they do not intend to put a specific goal to industry for these various charters but that the Steering Committee will facilitate the process of agriculture to consult and to put charters on the table with specific goals industry felt comfortable with.  Government once again emphasised that the goal of this process is to change the economic face of South Africa and also confirmed that these goals are not legally enforceable.  

We are of the opinion that the deadline of 20 December 2004 is way too ambitious and recommend that the milling industry, together with other interested parties who might be interested in joining us, finalise a project plan regarding the development of a milling charter for this specific deadline.  SACOB requested role players to submit any drafts by 19 November 2004.  It also came out very strongly that the Steering Committee from the National Department of Agriculture will request details regarding the consultation process e.g. labour, communities, youth groups, consumers and women groups.  We have arranged at SACOB that we try to meet with the Food and Allied Workers’ Union and other trade unions active in the industry as a unit and also with consumer bodies.

Mr Johan Dique will also make a presentation at SACOB regarding the requirements.  The date and venue of this meeting will be forwarded to you as soon as it becomes available.  We strongly recommend that your company be present at this meeting.

We have also sensed that issues like training, mentorship and literacy might become more important in the charter than ownership and equity.  SACOB would compile a draft framework of a charter and circulate to its members to proceed with this matter.  We have also been advised to link our procurement goals in the processing sector to that of primary agriculture.  It was also suggested that we could make use of the demarcation within the Sector Education and Training Authority system in South Africa.  This might entail that milling and baking could be combined.

Mr McBain, having attended the Steering Committee meeting, indicated that the National Department of Agriculture modified their stance from the strong position announced on 26 July 2004 and that the Department of Trade and Industry responsible for the whole black economic empowerment implementation, strongly emphasised that it is the stakeholders that have to negotiate and put a charter together.  

The Steering Committee will not act as a negotiation forum to establish charters, but merely act as a facilitator to ensure that the process is properly conducted.  We need to proof to Government that an industry charter, irrespective of its demarcation, will meet the goals as set out in the Black Economic Empowerment Act.

4.
RECOMMENDATION:  WAY FORWARD

We strongly recommend that the principals of the industry give a mandate to the Chamber of Milling Management to conduct a meeting of properly mandated individuals to commence with the compilation of a project plan to meet the requirements from Government regarding an Agricultural Black Economic Empowerment Charter.

JANNIE DE VILLIERS

21 September 2004

