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PREFACE

This report contains a paper describing the concept for
the redirection of CAPM and findings of the technical, social,
financial, economic and organizational analyses conducted in
preparation for a project amendment authorizing redirection and
extension of project. These were prepared by a four person study
team consisting of Mike Boyd-Clark, Robert E. Olson, Bart
Sensenig and Mark Wood. '

Many people from the USAID Mission, the Government of
Swaziland, the private sector and the CAPM team contributed to
the development of the concept presented in the paper. Lane
Holdecroft, a consultant employed by the USAID Mission, prepared
the final draft, refining the draft prepared by the study team
leader, Mr. Boyd-Clark. Candace Conrad and Robert E. Olson
contributed significantly to the articulation of the concept. The
work was carried out under the guidance of Kimball Kennedy, CAPM
Chief of Party.

Many Swazis contributed to the development of the technical
and social analyses. PAmong them, Mr. T.N. Masuku and Mr. Victor
Vilakati worked in the field with the study team. Mr. Dovyle
Grenoble and Mr. Don Brosz contributed valuable information on
production and irvigation.

The detailed appendices referenced in the technical,
financial and organizational analyses are available at the CAPM
Central Office.
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CONCEPT PAPER FOR THE REDIRECTION AND EXTENSION
OF THE CAPM PROJECT

JUNE 1991

I. INTRODUCTION

A. Backgraund

This paper analyzes the implications of the concept and
discusses the components for inclusion in a redirected and
extended Commercial Agricultural Production and Marketing Project
(CAPM) in Swaziland. Phase I of the CAPM project, a four year $6
million project, became effective on August 31, 1988, and has a
current project assistance completion date of June 30, 19393. The
technical assistance contract, led by Chemonics International,
began on June 30, 1989, and is currently mid-way through its
three-year implementation. The proposed eighteen—month
continuation of the project would extend the completion date to
February 1994,

CAPM has generated a wealth of data and analyses over
eighteen months of implementation that update original CAPM
design assumptions. In light of this new information, and to
address certain implementation difficulties, USAID/Swaziland and
the Government of Swaziland have assessed progress to date, and
propose a redirection and extension of the remaining time in CRAPM
Phase 1.

The fundamental premise of the original project design was
that if the policy and program environment in Swaziland is
improved and agri-business development is facilitated,
commercialization of agriculture will occur. Nearly two years of
project implementation experience has shown that a more
streamlined, action—-oriented approach with direct interventions
in field production and marketing of small farm agriculture is
needed to stimulate commercialization.

Accordingly, it is proposed that of the four key components
in the original project: 1) GOS policy and program analysisj; 2)
private sector development; 3) GOS/private sector capacity
strengthening; and 4) strategy and plans, it is the second
companent, private sector development, that becomes the primary
focus of future project implementation. Other project component
activities will continue, but will be carefully targeted to
suppart the main thrust.

The project paper amendment reconfirms the validity of the
original project goal and purpose. But, it proposes changes in
the definition of End of Project Status (EOPS), and in the
implementation strategy, inputs, and outputs necessary to achieve
the project purpose.



Building on the waork of the Commercial Agricultural
Production and Marketing (CAPM) Project, the concept for a
redirection and extension of the project has evalved toward an
action—-oriented means of encouraging more rapid development of
private sector marketing. The activities necessary to achieve
this goal would facilitate the production and sale of
horticultural produce by small-scale farmers in Swaziland. The
key components of the redirected concept are the need for:

An emphasis on small—-scale farmers

A private sector orientation

Action-oriented objectives

The development of horticultural products and markets
Visible, quantifiable results in the short-term

00 aoaaoag

It is within the boundaries dictated by these components
that the concept for redirection and extensicon is expanded below.

The need for the development of commercial horticultural
production in the small-scale farming sector is recognized by the
Government of Swaziland (GOS). The Prime Minister of Swaziland,
Mr. Obed Dlamini, addressing a group of small-scale farmers, as
recently reported in the Times of Swaziland, is guoted as saying:
M...there is a need for the Swazi nation to adopt new methods and
new strategies in their approach to farming...Swaziland is
endowed with wonderful climatic conditions. With better
organization and motivation, we can produce food, such as
vegetables, all the year round..."”

B. Horticultural Marketing

The central idea shaping the redirection of the project is
that the most effective means for stimulating a profitable and
growing horticultural industry is orienting Swazi production to
meet the requirements of regional and overseas markets.
Developments in Zimbabwe, Kenya, Lesotho and other countries have
demonstrated that an export orientation is a powerful stimulus
for the development of a horticulture industry and small-scale
farmers. Horticultural industry that depends entirely on
domestic marketing is hampered by seasonality of supply; glut
alternating with deficit, and non—-competitive guality of product
and presentation. Moreover, the relatively small and constrained
character of the domestic market alone, inhibits the development
of a herticultural marketing chain.

Conversely, penetration of export markets with produce which
a country can grow and offer at a competitive advantage, can lead
to rapid development of the horticultural industry. Larger
markets have overcome the periodic gluts, while exacting
international standards have resulted in significant improvement
in the quality of the product and its presentation. This,
together with the introduction of new varieties, frequently leads
to an increase in the demand for horticultural products on the
domestic market. A strategy to penetrate new and bigger markets
carries with it a motivation and vitality that is not found in
the defensive strategies of import substitution and domestic
market protection.



C. Patential

The technical analysis and the sociological analysis just
completed show that Swaziland has strong potential for
competitive advantage in regional and overseas horticultural
export markets. Varied topography, plenty of water for
irrigation, suitable soils and climates suggest that the country
can produce a wide range of fruits and vegetables throughout the
vear. A potentially hard-working and profit-motivated community
of small-scale Swazi irrigators indicates that Swaziland could
supply produce at competitive prices. The fact that small-scale
producers will be operating in an irrigation environment where
there is relatively less capital cost, and that the opportunity
cost of their labor is lower than that in the larper commercial
sector, ensures that small-scale farmers will be able to produce
some products more competitively than their larger—scale
counterparts. This in turn, ensures that the proposed marketing
operations will continue to find the small-scale irrigators an
attractive source of supply.

The technical analysis has demonstrated that much is
known about the productive capabilities of a wide range of
crops that can be grown in Swaziland. In recent years a
significant amount of horticultural research has been done which
shows that while the country can provide marketing and, to a
lesser extent, technical advice to farmers, these remain
production-limiting factors.

The financial analysis just completed shows that there is
scope for commercial marketing operations that would link the
needs of the various regional and overseas markets with the
productive capacity of the Swazi irrigators.

D. Development of Horticultural Marketing in Swaziland

Two major questions the CAPM redirection and extension
concept is designed to respond to are: "Why hasn't Swaziland’®s
business community responded to opportunities for involving
small—-scale farmers presented by horticultural marketing on the
export markets?,” and "Why hasn’t there been spontaneous
development of one or more such horticultural export marketing
companies in the country?.”

While Swaziland has a great deal of information on the kinds
of horticultural crops that can be produced, there is a dearth of
expertise and literature for regional and overseas horticultural
marketing. There are few skilled horticultural export marketing
personnel operating in Swaziland at present. While entreprenesurs
do take risks, the risks to a business exporting highly
perishable fresh fruit and vegetables from Swaziland would
probably appear too great to the ordinary Swazi businessperson.
The prospects of a campaign in unknown markets with products of
dubious quality and irregular supply, must daunt the potential
investor.

\!



In the past, attempts to stimulate the development of the
horticultural industry in Swaziland have focussed,
on improving the country’s productive capacity. While marketing
thhas been recognized as a constrainty, little has been done to
rectify the situation. The motivatiaen, until now, has been "to
sell what is produced” rather than adhere to the marketing
approach of "producing what the target market wants.”" Several
strategies have been tried; each with it own shortcomings. The
establishment of a horticultural fresh wholesale market by
NAMBoard has not overcome the marketing constraint. But the
adoption of a marketing approach, where the productive potential
of the country will be engaged in producing "what the markets
want when they want it," will herald the development of a
sophisticated horticultural industry in Swaziland.

in most cases,

II. PROPOSAL FOR CAPM

a. Intervention

While the horticultural industry in Swaziland may, in time,
develop spontaneocusly, an intervention introduced now could speed
up the process and substantially benefit the small—-scale farmer
in Swaziland, the business community in the country, and the

final consumer of horticultural produce. Such an intervention
should aim to:

o Link the producer with the market

o Contribute expertise in all facets of export
horticultural marketing

Provide small—-scale irrigators with a sopolid
productive base in relation to the markets needs

s}

It will be important that the benefits of an investment
which support the Swaziland small-scale horticultural producer
are sustained and perpetuated past the end of the project.
Private sector business mechanisms are believed to be the most
appropriate way to secure this outcome.

B. Proposal for CAPHM Involvement

it is envisaged, therefore, that an amendment to redirect
and extend USAID*s Commercial Agricultural Production and
Marketing Project in Swaziland will enable it to focus attention
on stimulating and encouraging the development of an export-
oriented horticultural marketing industry in Swaziland., This will
be achieved by assisting a number of existing Swaziland companies
gain skills and expertise in the marketing of vegetables and
fruit for domestic, regional and overseas markets.

Assistance will be directed to ensure that links are
forged between the Swaziland marketing companies and the small-
scale irrigators. At the same time, technical assistance will be
provided to the small-scale irrigators to enable them to respond
to the needs of the markets. In addition, the project will
continue to act to ensure that the environment of Swaziland’s

small-scale horticultural production and marketing sector remains
conducive to development.




C. Caompetitiaon

It is proposed that CAPM provide assistance to at least two
existing Swazi companies to develop their capacity to compete in
the export horticulture markets. Competition in the industry is
healthy and will be of benefit to all concerned—-in the long runj
but in the early stages of the concept’®s implementation,
competition in the same markets may prove to be difficult for
some. A focus on different market niches is therefore desirable
and suggested.

The technical analysis distinguishes the existence of two
potential markets. One, the regional market, consists of the
domestic and regional export markets, which needs supplies of
traditional and bulk horticultural produce. Swaziland production
will enter this market at the same time as other regional
producers, but the analysis show that the volumes to be produced
in Swaziland will not adversely effect the market, and that
Swaziland can produce at a competitive price advantage.
Secondly, there exists the overseas (mainly European) market, for
which Swaziland could produce specialty, off-season and high-
margin fresh produce.

It is thus proposed that CAPM would first select a company(s)
that will target its efforts to penetrating the domestic and
regional export markets, primarily South Africa and Mozambique.
Thereafter, it will assist a Swaziland company(s) to develop skills
in marketing to the overseas markets. As time progresses, other
Swaziland operations may wish to enter the business; competition
will be encouraged.

D. Commercial Orientation

It won't be easy for the Swaziland companies to enter the
horticultural marketing business. Financial, technical and
competitive risks will all be high. In order to succeed, the
company(s) must be able to respond freely and rapidly to any
eventuality. The high levels of risk combined with the expected
need for exceptional levels of effort make it imperative that the
company {s) are able to make sufficient profit. For these
reasons, it is believed that the company(s) should be true
commercial operations, free to operate commercially. The
company (s} will need to be highly profit-motivated and able to
act in legal ways to ensure their own survival.

E. CAPM? 5 Focus

It is the project’s objective to support the small-scale
farmer and it will be incumbent on CAPM to direct the company(s)
attention to the benefits of dealing with the small-scale
irrigators. At the same time, it will be necessary for CAPM to
assist in the development of the small-scale horticultural
producers so that they remain attractive to the marketing
company(s).



F. Company (s) Operational Facus

It is expected that the company{s) involved in the project’s

redirected activities will encourage small-scale horticultural
producers by offering a range of benefits that will assist the
farmers to overcome constraints they presently experience. The
company (s) will offer programs for production in accordance with
the needs of the market; in this way the farmers will benefit
from less risk.

The company(s) will offer assured minimum prices for
programmed production, and will, in many cases, be in a position
to market surplus production. The company{s) will have
available, and on time, crop inputs for initiating production
programs, and will supply the farmers with the necessary packing
materials.

The company({s) will purchase produce, for cash at the "farmnm
gate”; giving the farmer an on-the-spot return for his efforts,
and doing away with his need to arrange transport to market. The
company(s) will offer technical assistance to the farmers, and
will assist where possible, in ensuring the efficient operation
of their irrigation activities.

It will probably not be commercially advisable for the
company (s) to offer credit for crop inputs, but they could,
perhaps, facilitate the provision of credit to the farmers
from a third party.

For selected market niche production, the marketing
operations will be able to offer consistent supply, consistent
guality of produce and packing, regular, scheduled delivery, and
information on Swaziland?’s production capabilities, in terms of
varieties, gquantities and competitive advantages.

G. Company Resources

In order to meet the needs of both the market and the
producers, and to achieve their profit objectives, the company(s)
will need to initially invest in transport and communication
facilities. Later, as the business develops, there will be a
need for investment in packing sheds and warehousing space, and
cold chain facilities for specialized exporting.

H. Company Personnel

It is envisaged that in the first couple years, the general
managers of the company(s) will perform the marketing
function. He or she, will be assisted by an operations
manager who will be responsible for all activities related to
input supply, production programming, produce collection,
packing, and dispatch. He will be aided by production
facilitators, who will assist farmers in implementing productiaon
programs in the field, and will maintain contact between the
farmers and the company.



The sustained viability of the small-scale farmers will be
essential for the success of the company(s). For this reason, it
will be in the company(s) intevrest to provide the farmers with
technical assistance on a continuous and sustained basis. The
company (s) will be expected to employ technically competent
irrigation and horticulture specialists to fulfill this raole.

I. Company Structure

Central to the reasoning regarding the character of the
company (s) that will be tarpgeted, is that they should,
inter—alia:

Be owner—operated

Have sufficient financial resources

Have some involvement in horticultural marketing
Have the necessary enthusiasm, drive and commitment
Be an existing Swaziland enterprise
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There are not many organizations in Swaziland that match the
required criteria. However, they do exist. Two potential
entrepreneurial clients have been interviewed, and both have
expressed considerable interest. Others prospects are currently
being examined.

J. Financing

There will, undoubtedly be the need for the companyl(s)
involved to raise financing for equipment and working capital.
There are several prospective financiers; four were interviewed.
All who were interviewed expressed considerable interest in the
concept, provided it’s viability can be demonstrated. Potential
investors include:

o The Africa Enterprise Fund (IFC)

o Swedfund

o SIDC

o Tibiyo Taka Ngwane

o Swaziland Development and Saving Bank

o0 Swaziland Commercial Banks

o Commonwealth Development Components (CDC)
K. CAPM?* s Propoased Intervention Direction

It is proposed that CAPM orient and structure itself to
provide technical assistance at all levels in the hierarchy of
the fledgling horticultural industry in Swaziland. RActivities
will be directed at the market, at the development af the
marketing company(s), and at the small-scale producers.
Activities will focus on strengthening Swaziland’s capacity to
compete in horticultural marketing in domestic, regional and
overseas markets.

Expertise in agribusiness administration, marketing, post-
harvest handling, transporting, horticultural production, variety
selection, agronomy, pest and disease control, and irrigation
will be needed. A key objective will be the transfer of
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knowledge, skills and experience; on the assumption that the
business and technical skills training will help keep that
information alive and in the industry after the termination of
the project.

The project is being redirected and extended in order to
work to create conditions conducive to the development of the
horticultural industry as it relates to the small-scale
producer on Swazi Nation Land.

It is expected that to achieve its objectives, the CAPM
team will need to include specialists in agribusiness
management, horticultural marketing, and horticultural
production. It is proposed that CAPM employ several Swazi
professionals to work with the expatriate specialists. In this
way, direct and indirect training relating to the intricacies of
horticultural production and marketing is possiblej; and at the
completion of the project, the trained Swazi personnel can
transfer their skills and knowledge to others in Swaziland’s
horticultural industry.

It is envisaged that one Swazi professional will be assigned
to work with an expatriate marketing specialist, and another will
work with the horticultural specialist. It is proposed that a
third Swazi professional, the project coordinator, be assigned to
work with the agribusiness specialist {(and CAPM Chief of Party).
Together, the COP and project coordinator will be responsible for
liaison with all levels in the horticultural hierarchy; with
Government and with the traditienal leadership to create and
maintain conditions in the project environment conducive to
success. Rlso it is expected that four to six Swazi field
assistants will provide direct field support for the small-scale
farmers. It is the intention of the project team that, at the
end of it?’s term, the Swazi professionals will be absorbed into
private sector horticultural endeavors in Swaziland.

L. Farmer Benefits and Expansion Potential

It is estimated that the individual participating farmer
family will benefit with a net income of up to E 14,000 per annum,
assuming production levels as indicated in the technical analysis,
By the end on the CAPM project some 100 farmers are expected to be
participating. In the financial analysis, a peak production of 270
ha farmed by 340 irrigators is assumed. This represents less than
25 percent of the land available for small-scale irrigation, hence
the project has extensive expansion capabilities. The vertically
integrated horticultural marketing companies envisaged could
potentially benefit an estimated 1,760 small-scale irrigators in
Swaziland. This represents approximately 15,000 individuals, 5&
percent of whom are women. The proposed intervention should,
therefore, have substantial benefits for women.



Qutline for the Implementation Timetable

Seek company{s) and financing agencies

Constitution of new CAPM team
First summer crop production
First winter crop

Second summer cCrop

Second winter crop

Third summer crop

Project ends
Milestone events:

Expatriate Team formed

Swazi CAPM Team formed

Regional marketing company begins operation
Overseas marketing company begins operation
First regional sales mediated

First overseas sales mediated

Cargo flights reinstated from Matsapha
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supermarkets

o

regional supermarkets
Annual production targets:
o NMumber of participating farmers

o Tons of production sold
o New crop introductions

Immediate

Sep
Sep
May
Sep
May
Sep

Feb

1991
1991
1992
1982
19383
1993

1994

Direct supermarket sales of prepackaged product for local

Direct supermarket sales of prepackaged product for



COMPONENT I1

TECHNICAL AND MARKETING ANALYSIS



EXECUTIVE SUMMARY

The technical analysis was undertaken to test the production
and marketing aspects of a concept that was put forward for the
redirection and extension of the Commercial Agricultural
Production and Marketing Praoject (CAPM). In the concept, the
praject will focus attention on the development of horticultural
production and marketing from small-scale farmers. The essence
of the proposal is the stimulation and support for the
develagpment of vertically integrated, self sustaining, private
sector systems that will market horticultural produce from small-
scale Swazi farmers living on Swazi Nation Land (SnNL).

The technical analysis established that at present, SNL
farmers are not competitive in their horticultural production and
marketing. This is due primarily to low yields, seasonal
production and limited access to the markets. The SNL farmers
have been unable to program their production in relation to
market needs. It is concluded in the technical analysis,
however, that vertically integrated support and assistance will
result in efficient production and marketing. Given this,
horticulture will become a major benefit to the small-scale
farmer,

The analysis of the technical aspects of production, and an
analysis of the gross margin potential of horticultural crops,
shows that there is significant scope for expansion in
Swaziland?s horticultural production. With varied climate and
topography, the country lends itself to the production of a
diverse range of horticultural croeps. There is potential for
introducing new crops, and there is potential to increase
production of present horticulture crops.

A study of the domestic, regional and overseas markets
confirmed that, given reliable and regular supply, there is
considerable demand for the crops that are suitable for immediate
introduction to SNL producers. The production of these crops at
medium to high levels of efficiency would result in attractive
returns to the producer in terms of net income, and in terms of
the returns to labor.



SECTION I
INTRODUCTION

A.

The CBPM Redirection

The CAPM project has been redirected to focus an a narrower
target group with the objective of:

o Achieving visible results in the field in the near term

o Targeting of smali—scale farmers with potential on
irrigable land

The overall strategy will retain the initial four components
stated in the redirection document,  "Praoposed Components of
Project Redirection and Extension” (Conrad and Olson, 1991}, but
concentrate on:

Interventions facilitating private sector development,
accelerating progress toward commercial success by a
discreet group of producers. The project will
concentrate on development of horticultural and
specialty crops.

Focus

The redirection seeks to demonstrate that vertical

coordination for the output of small-scale growers producing
primarily for the fresh market can be achieved through private-
sector enterprise.

CAPM interventions will include:

o Commercial entity support and structuring
o Production and marketing advice
o Commercial production and marketing programs

CAPM supports will include:
Analyzing target group capabilities and constraints
Analyzing possible commercial policy programs

Seeking market opportunities

Skills training
fssisting in coordination of producers

00 B0O0O0ODO0

To produce the outcome at the end of the project of:

A SELF SUSTAINING; PROFIT DRIVEN SYSTEM{(S) INVOLVED IN
MARKETING FOR AND COORDINATING THE PRODUCTION OF SMALL-
SCALE SWAZI FRRMERS.

Providing market information collection and dissemination
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SECTION IX
BACKGROUND

A. Present Production Situation

The present production base for Swaziland is made up of
three distinct groups:

o Title Deed Land (TDL) farmers
o Swazi National Land (SNL) farmers
o Producers in the Republic of Scuth Africa

1. Title Deed Farms

TDL. producers include individual farmers as well as
large estates. Although some TDL farmers have relatively small
holdings of land, they are not considered to be small-scale
producers and are not a primary target for assistance.

= Swazi Nation Land Faras

SNL farmers, of which there are approximately 58,000,
produce under widely divergent environmental conditions. Only
producers who have access to irrigation can be targeted for the
objectives of this project. This means production centered
around soame 1,737 farmers/homesteads covering 1472 hectares,
representing 2.6 percent of the total land currently under
irrigation in Swaziland.

The inclusion of the Vuvulane Irrigation Schemes which grow
estate crops in the main, but have significant potential for
horticultural production, would increase the potential target
area to 2,500 ha, o &6 percent of the irrigable land.

SNL irrigation farmers all live in traditional homestead
environments where traditional crops are grown {(maize, sorghum
etc). They have access to irrigation through either MOAC
irrigation schemes or throupgh individually owned schemes. It is
useful at this point to describe these variations.

Most schemes have at some time had some Government of
Swaziland (G0S) involvement and can be divided into four
categories:

0o Rural Development Area (RDA) schemes
o Cooperative/association schemes

o Individual/private schemes

o Large-scale Swazi schemes

RDA schemes were Bovernment initiated, the GOS providing all
the funding, design, construction and extension services. For
various reasons, these schemes have not been entirely successful.

Cooperative/association schemes are also found in RDAYs.
The significant difference being that these schemes were
requested by the group or association of farmers in the area.
The farmers also contributed to the scheme cost, in both cash and
kind. These schemes have generally been more effective as they
were initiated by the farmers on the schemes.
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Individual farmer—owned schemes are schemes in which the
farmer requested GOS assistance in design, but paid for and
constructed the schemes themselves. There is little information
regarding the distribution or success of this type of scheme,
although statistically, this type of scheme makes up 35 percent
of the total SNL irrigation (Myeni and Brosz, 1990).

Large—scale Swazi schemes have not been formed, with the
exception of perhaps the Vuvulane project and the Malkerns
Irrigation scheme, but it is proposed that the Komati river basin
could provide a large area for SNL irrigation productioen, and
there is a possibility of a sxgnlflcant development in the
Lavumisa area (Brosz, 1990).

3. South African Producers

Producers in the RS5A must be considered when assessing
the productive base in Swaziland, since the country serves as a
significant competitor, and if properly exploited, a significant
market.

4, Seasonality of Production

Most vegetables in Swaziland are grown during the
winter period, which traditionally leads to an oversupply
situation, and corvresponding low prices in the August to November
selling season. It is estimated by various spources that between
50 to BO percent of produce grown never reaches market at this
time of year because of a combination of over supply and poor or
non—existent marketing infrastructure. This has undoubtedly
contributed to the farmers? lack of motivation with regard to
increasing vepgetable production is concerned.

The problem of seasonality of production is seen as the
major factor limiting the development of the industry in
Swaziland, given the markets® requirement for regularity of
supply. When viewed against the background of regular, reliable
and easily accessible supplies from South Africa, it 15 easy to
see why the local producer is failing to compete with imported
produce. Any intervention must address as many of the problems
associated with this skewed production performance as possible.

B. Present Marketing Situation for Horticultural Commodities.

The present marketing situation is dominated by two main
intermediaries, namely

o Hawkers
o NAMBoard

1. Hawkers

The 150-200 hawkers at present are estimated to
participate in 80-90 percent of SNL producer sales{van den Burg,
1991). The advantages of hawher sales to the producer are that
they:



o Pay cash at farmgate

o Provide transport

o0 Operate with low overheads

o Provide "packaging"” in the form of bags or crates

From the sellers perspective, however, they have the
disadvantages of:

Purchasing limited quantities

Being unreliable

Providing no field feedback

Preferring to buy from guaranteed suppliers in South
Africa

0O 0o0o

The hawkers generally access the urban local and municipal
markets with relatively small volumes of produce.

2. NAMBoard Fresh Produce Market

This organization was set up in 1988 to provide the
marketing component specifically for small-scale horticultural
producers. Advantages to the producer of selling through the
agents of this organization are that the agents can:

Take large volumes

Provide transport for "critical mass volumes”
Consolidate product for the market

Propvide some form of import protection

Provide feasdback in the form of NAMBoard fieldsmen, who
give some technical advice

=~ R~ I = R«

The disadvantages of sellino through NAMBoard®s agents, from
a producers point of view, are:

o Sales on consignment offer no guarantee of sale or if sold
at no set price

o High overheads

o Limited "marketing"” capacity

The current market is almost entirely domestic, although
some exports of tomatoes and limited produce exports to
Mocambigue have taken place. This means that most SNL producers
feed into the urban and municipal markets as well as the rural
market. This activity implies that all gquality and presentation
criteria revolve around local requirements which differ from the
regional {(RSA) demands, resulting in surplus produce not being
salable on other lucrative markets.

C. Technical and Marketing Constraints

1. Technical Constraints to Expanding the SNL
Horticultural Sector

Technical constraints to expanding the SNL
horticultural sector include:



o Labor competition with dominant summer CGrops, especially
maize .

o An increase in pest and disease problems with summer
production

o A lack of suitable cultivars

An lack of extension workers trained in horticulture.

o Low yields

[s]

2. Marketing Constraints to Expanding the SNL
Horticultural Sector

Marketing constraints to expanding the SNL horticultural
sector include:

Lack of market information and prices

Lack of transport

Cash/credit shortage

Uncertain marhet — high competition

Lack of knowledge about guality and presentation
Lack of "critical mass" to attract buyers

Poor communication links to the market components
Seasonality

OO0 UOUO0DO0DOOQOO

The above mentioned factors are by no means a complete
summary of all documented constraints, but are the major problems
cited by farmers and experts alike,

D. Technical Constraints

1. Labor

A conflict with summer crops has been reiterated many
times as a constraint to summer production. The apparent success
of some irrigation schemes however, is seen as an indication that
it is not universal, and that where the perceived risk of sumnmer
production is lowered, and financial returns become gignificant
in terms of labor utilization, then summer production of
horticultural crops will not be restricted by labor shortages.

2. Pests and Diseases

It is certainly true that summer production carries
with it certain risks of i1ncreased pest and disease pressure.
These problems are however, not insurmountable, given adeguate
research backing and continucus "in-field” assistance.

3. Cultivar Selections

Cultivar selection is a real problem with many crops,
and is associated with both increased pest and disease pressure
as well as high summer temperatures. Research work through the
Cropping Systems Research Extension and Training Project (CSRETR:
funded by USAID and MOAC!s research efforts, has significantly
improved the situation in Swaziland. However, a sustained
research effort needs to be maintained so that cultivar
availability continues to become a less significant constraint.
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4. Absence af Extension Warkers

Absence of extension workers cannot be gquoted as a general
constraint, as there are many very active MOAC extension workers.
It is however, a significant factor in many areas and lack of
continuous field support does pose a sericus constraint to
horticultural production; and it is an area that any intervention
must consider seriously.

5. Low Yields

Low yields can be directly related to all the above
mentioned technical considerations. In the absence of any
improvement in these conditions, yields cannot increase, returns to
labor and margins will not rise, and the crops will simply not be
produced profitably.

E. Marketing Constraints

The technical restrictions discussed above are compounded by
marketing problems — often guoted as the most significant constraint
to expansion of the horticultural industry.

1. Lack of Relevant Market Information and Prices

Lack of relevant market information and market prices
certainly reduces market awareness among potential producers, and
gives them little ability to read the market and fix prices
accordingly, but is not the most significant aspect of a poor
marketing infrastructure.

2. Cost and Availability of Transport

The cost and availability of transport is another weakness
af the system and is compounded by the other technical and marketing
constraints. The factor of insufficient "critical mass” for example
leads to problems in utilizing available transport efficiently.

3. Cash and Credit

Some SNL producers use credit; and given similar
conditions of cellateral and market, this would tend to indicate
that lack of access to credit is not a serious constraint. It is
felt that it is not so much lack of credit, but the perceived high
risk associated with the production process that prevents the
extensive use of credit (Gardner and Bielen, 1930).

4, Uncertain Markets

The first question asked by petential producers when
questioned about the possibility of producing any vegetable crops
is:

"Where are we going to sell the product?®

This tends to indicate that the lack of a reasonably secure
market is one of the more serious factors preventing expansion of
the summer vepgetable hectarage. Lack of a definite, reliable market
raises the risk of production considerably, and reduces the
perceived advantage that might be gained from higher crop margins.
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3. Lack of Knowledge about Quality and Presentation

This problem accentuates the element of competition,
especially when hawkers (the main market link for small-scale
producers) have access to imported produce which is generally of
a higher standard than the domestically procured product. Poor
presentation, when combined with unreliable seasonal supply,
tends to make the SNL producer a "supplier of last resort.”

Any intervention or support must have as one of its objectives,
to change the position of the SNL producer to one of a "supplier
of first choice."

6. Lack of "Critical Mass?®

Buyers are not generally prepared, given the ease of
import sourcing, to travel long distances to purchase small
volumes of product. This means that the producer who is hedging
the risks by growing small hectarages, puts himself into an even
more uneconomic position, by growing volumes unattractive to
buvyers.

7. Poor Communications

The lack of communication in most rural areas is a
factor which accentuates all of the above mentioned marketing
constraints, and ensures that the small-scale producer is never
in a situation where he can take anything but a residual position
in the market.

9. Seasonality

As has already been discussed under thz section on ShNL
production patterns, seasonality of production is seen as the
most serious result of the technical as well as some of the above
marketing constraints. In a situation where the producer can not
be relied upon to supply consistently or reliably, the market
will always purchase from the more reliable source as a first
optian. Unfortunately, once these supply links have been made,
it becomes very difficult for the competing SNL producer to break
these linkages, even in periods of significant SNL supply. It 1s
clear that for sustained penetration into the domestic market
system, the SNL preducer must be able to change the current trend
of distinctly seasonal production. He must focus production to
supply vear round and at a quality standard which attracts
buyers. This implies a refocusing of the target market. It is
essential that the SNL producer perform at a level suitable for
regional sales. Domestic sales will then follow naturally.
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SECTIONM III
PRODUCTION SCOPE

A. Technical Analysis

1. Geographical Advantage

Sucressful marketing of horticultural products regquires
the following:

o Regular supply volumes
o Reliable supply volumes
o Constant gquality — to specification

One of the most significant factors affecting these
attributes is climate or temperature, i.e., frost and hail risk
and rainfall distribution. In order to have significant control
over production, the marketing organization should have access to
areas of divergent climate within a confined area. The geocgraphy
of Swaziland provides all this.

In a country of approximately 120 km east to west and 1350 kn
north to south, one finds significant areas of land in each of
three general categories: low, middle and high veld. The low
veld extends from O0-500 m above sea level (ASL). Middle veld is
considered to extend from 200-1000 m ASL, and the high veld
extends from 1000-2000 m ASL. Within the country, mean annual
rainfall varies from less than 630 mm in the low veld areas to
greater than 1200 mm in the high veld areas. There are areas
which receive more than 1500 mm per annum, but these are
generally more suited to forestry.

Temperatures tend to follow a pattern not dissimilar to
rainfall, in that relief is the major control. Low temperatures
and frost risks are higher in the high altitudes in the western
areas of the country, and in the east, the frost risk is not
significant (Gourdie and Williams, 1S983).

These climatic characteristics, combined with a wide range
of soil types, ensure that any vertically integrated approach to
production and marketing of horticultural crops can produce an
wide range of products (except temperate crops) all year round,
thereby fulfilling the most important of marketing criteria: the
production of regular, reliable volumes of product.

The fact that the MOAC has seen the advantage of irrigated
agriculture and implemented irrigation schemes in all areas,
means that horticultural production and marketing can be carried
out at a significant advantage over other producing areas.

2. Cropping Options: lLocal and Regional Crops

The following is a list of crops grown in and around
Swaziland and was the source of cropping options for
incorporation into a technical analysis of crops for immediate
promotion in SNL irrigation schemes.



Initial Craop Selectians — SNL Producers

Bananas
Beetroot
Brinjals
Broccoli
Cabbage
Carrots
Cauliflower
Celery
Chillies
Cucumber
Garlic
Ginger
Granadillas
Green Beans

Green Maize
Green Peppers
Guavas

lLettuce

Mango

Okra

Onions
Potatoes
Pumpkin
Spinach

Sweet Potatoes
Tomatoes
Processing Tomatoes

Initial Selection

27 crops

The list below shows the criteria under which craps were

technically analyzed.

Research background

Production history

Technical feasibility

Suitability for immediate SNL production

o 0 0o

A Bananas

Bananas have been produced in the region for some
time, with volume crops being grown mainly by large-scale estate
farms. The research base has identified acceptable varieties as:

Williams

American Cavendish
Grand Nain

Dwarf Cavendish
Chinese Cavendish

00000

Planting material is available. A major technical problem
which may dominate certain areas is the presence of Vascular Wilt
Disease (Fusarium oxysporium) and more importantly, Bacterial
Wilt {(Pseudomonas Solonacearum, race 3), which is already present
in the northern parts of Swaziland around Ngonini. Because this
is a relatively short term crop, it should be considered for
commercial introductions in the near term, but is teo long for
immediate results, and was therefore eliminated from the
selections into the current gross margin analysis.

Work with small—-scale banana growers in the Vuvulane area
should be encouraged in relation to the developments currently
being contemplated by the banana growers, the African Development
Bank, and NAMBoard.



b. Beetroot

Beetrocot have been grown at an increasing rate
cver the past few years, and as such has a production history;g
albeit small. Research has developed cultivar guidelines and
selected the following as important considerations:

o Detroit Dark Red for summer & winter production
o Early Wonder for summer & winter production

Both varieties show some tolerance to downy mildew
(Perenospora parasitica) and the Early Wonder variety resists
bolting. The latter cultivar is, hbwever, no longer popular for
commercial production in South Africa. No information is
available about their susceptibility to common leaf spot
(Cercospora beticola), which can be serious in hot, humid
conditions. This will have to be confirmed.

Beetroot is well suited to SNL production and was therefore
selected to go into the gross margin analysis.

Ce Brinjals

Although bringal bas little production history in
Swaziland, it is a member of the solanaceous group of plants,
many of which grow well in the country. It has no research base
in Swaziland, but significant repional work has been done in
South Africa. Cultivars that are recommended include the open
pollinated:

o Black Beauty

o Florida High Bush
o Long Purple

o Florida Market

The F1 hybrids include:

o Black King
o Blacknite
0 Black Bell
o Imperial

The hybrids are significant in their tolerance to Tobacco
Mosaic Virus (TMU). The major technical problem associated with
this crop is Bacterial Wilt (Pseudomonas solonacearum, race 1).
This disease is endemic to certain parts of the country,
especially the northern RDPA. Given that strict crop rotation
will be employed to obviate the wilt diseases, this crop was
selected for gross margin analysis.

Ce. Broccoli

Broccoli is a crop with some interesting, although
small, recent production history in Swaziland. It is ideally
suited to SNL production, having a high labor component during
harvesting. Again, no significant research base exists in
Swaziland, but regional production practice indicates its
potential.
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F1 Hybrids suitable for both the processing (a potential
and fresh markets are as follows:

here)

Crusader

Dandy Early
Emerald Covrona
LLate Corona

0000

These three cultivars are significant in their tolerance of
{Perenospora parasitica)

downy mildew

campestris). Broccoli
and as such would have
summer and winter. s
for SNL production and

d. Cabbage

Cabbage is curvrently one of the main crops grown
and as such is included in the gross margin

by SNL producers,
analysis,

is less heat sensitive than cauliflower,
a wide produttion possibility in both
brocecoli was included as a potential

such,

and black rot

(Xanthomonas

subsequent gross margin analysis.

It is useful to summarize the research results from
Swaziland?s production experience as far as varieties are

concerned:

F1 Hybrids

Production Period

Big Cropper
Congquest
Conguistador
Grand Slam
Green Coronet
Hercules
Tokyo Pride
Topmost
Transmark
Spitzo

winter

winter

Open Pollinated

Golden Acre

e. Carrots

Many of the s0il types on SNL irrigation schemes
are ideally suited to carrot cultivation,

summer/winter
summer/winter
summer/winter

summer/winter
summer/winter
summer/winter
summer/winter

summer/winter

summer/winter

Significant Tolerances

black rot/bolting/cold

black rot/bolting/cold
yvyellows/downy mildew
black rot/bolting/cold
black rot/bolting
black rot/bolting/cold

black rot/mosaic/bolting

yellows/stores well
bolting

being sandy loam.

require a high labor component at harvest as well as during

weeding.

(The weed intolerance and requirement for attention to

detail at planting to obtain an even stand may be seen a

disadvantage in this situation).

in Swaziland, again sma

Swaziland:
o Cape market

o Keystone Danvers
o Kuroda

T
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There is a production histary
11, but sufficient to indicate potential.
Research has selected the following varieties for cultivation in

They
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The major technical problem, besides weed control, is Leaf
Blight (Alternaria dauci), and the above varieties show either
strong tolerance or resistance to this serious disease
(especially in summer production). Accepting some limitations as
far as management is concerned, carrots were included in the
gross margin analysis.

f. Cauliflower

Although cauliflower is currently produced in
small gquantities, limited production experience and research have
shown some cultivar selections to be suitable for local
production: -

o Rami
o Spring Snow
o Snow Ball

Rami is a very early cultivar, having as its significant
feature very good heat resistance. This quality allows it to be
grown in summer—in middle and high altitudes. No mention is made
of these cultivar tolerances to Downy Mildew (Peronospora
parasitical), which may be important especially in early summer
conditions. This will have to be confirmed. It is a crop well
suited to intensive SNL production and was included in the gross
margin analysis.

q. Celery

Celery is grown locally, but without any research
background. Cultivars which could be tried in Swaziland include:

o Gelden Self Blanching
o Utah

These two varieties have not been tested locally. Without
research backing and extremely limited production history, this
crop was not included in the gross margin analysis.

h. Chillies

Chillies are a crop with extensive local
production history but without a research base in Swaziland.
Cultivars grown locally are all open pollinated, have various
levels of commercially required oleo resins, and are susceptible
to virus. Since chillies are so widely grown, they reguire no
introduction, and therefore carry little risk. This crop was
included in the gross margin analysis. It will however, require
significant research backing to establish true breeding cultivars
with ideal commercial characteristics.

i. Cucumber

Cucumber is a crop with limited production history
in Swaziland, only a small research base, and with extremely high
management requirements for high quality production. It is a
possible introduction in the medium term, but was considered
unfit for the present intervention and withdrawn.
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J- Garlic

Garlic is a crop with no research base in
Swaziland, and little production history. Limited trial work
shows there may be some technical problems as far as yield and
corm size are concerned. This is a crop with tremendous
potential from the marketing point of view and deserves some
detailed development work. Because of the unknown nature of the
production problems however, the crop was considered too risky at
this stage in the intervention, and was withdrawn from the gross
margin analysis.

k. Ginger
See Garlic for similar conclusions.

1. Green Beans

Green beans have had an insignificant production
history in Swaziland, but a combination of regional performance
and local research makes it an ideal crops for SNL production.
High quality production regquires intense labor management, an
assumed competitive advantage under SNL conditions.

Initial cultivar selections have been carried out (during
the spring season only) by D. Grenoble, a horticultural
specialist from Pennsylvania State University on long-ternm
caontract with the Cropping System Project; with the following
varieties as possible selections for local production:

Provider
Vitagreen
75-091
Greengenes
Wintergreen
Seminole
AVX 664
Roma 11I

[= T o T s I N o = W o I

All the above mentioned varieties produce high yields (in
excess of 10 ton per ha) of straight or slightly curved pods,.
Further testing is required, especially to determine varieties
tolerant to bacterial blights {(Xanthomonas phasescli and
Pseudomonas phaseolicola), as well as to Bean Mosaic Virus and
Brown Rust ( Uromyces appendiculatus), an important consideration
for summer production. Regional experience indicates that there
are also additional cultivars ideally suited to fresh production
—especially for the overseas trade. This crop was considered
suitable for gross margin analysis.

m. Green Maize

Green maize is an obvious choice to go through
financial appraisal since maize is the staple crop of Swaziland.
Cultivar selections are available from many sources with much
production history to back up their growth characteristics.

T - 13

LY



n. Green Peppers

Green peppers have had limited research backing
and the crop is described as able to grow extremely well
Swaziland (Grenoble, 1991 - personal communication).

At this time, open pollinated varieties include:

in

o California Wonder
o Green Giant

o Keystone Resistant Giant summer/winter

summer/winter TMU%x tolerant

TMV* resistant

F1 Hybrids include:

o Sharina summer/winter TMVU%* resistant

% TMY - Tobacco Mosaic virus

Given disease tolerances,
SNL production
analysis.

this crop is an ideal component of
and was considered suitable for gross margin

0. BGuavas

Guavas are a product endemic in Swaziland, and
therefore an obvious choice for inclusion in the gross margin

analysis. No research base exists, but its indigenous presence in

most middle veld areas suggest its inclusion in the financial
assessment.

p- Lettuce

Lettuce is currently a
importance for SNL producers, and one
Cultivars recommended include:

crop of inecreasing
with some research support.

Cultivar Tolerates Produced in
Citation ' heat/cold winter/summer
Commander heat/cold winter/summer
Emporor tipburn summer
Excellence winter

Queen crown summer
Valtemp tipburn winter

For year round production,

attention must be paid to heat
tolerance.

Tipburn resistance is therefore important in reducing
the prevalence of physiological slime production and subsequent
bacterial soft rot activity. An additional technical problem to
be considered is that of post-harvest handling. The crap is very
sensitive to post-harvest dehydration and some simple cooling
systems (shade, evaporative cooling, etc.) need to be considered.
Its combination of technical support and production history
ensured that it was considered for gross margin analysis.
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q. Mangao

Mangos are a product ideally suited to sub-
tropical climates with significant research backing from South
Africa. It is a long—-term crop, and not suited to the current
intervention philosophy. It was not considered suitable for
gross margin analysis at this time.

. Okra

Okra is a crop of some significance in other
African countries, but is not commonly marketed in Swaziland;
although it is consumed in the rural areas. Its regional
production history make it an obvious choice for gross margin
analysis. Cultivars for local and repgional consumption include:

o Perkins Spineless
o Clemson Spineless
o Annie Oakley

Perkins Spineless would be the cultivar of choice because of
its high yielding capability. Work needs to be done on tolerance
to leaf blight (Alternaria spp.), as this can be a seriobus
problem under humid summer conditions.

5. Onions

Onions, as a crop, are already a significant
coentributor to SNL production and as such must be considered
financially in both summer and winter production schedules.
Significant work has been done by Grenoble and Gama (as
referenced in MORC Research Study Series, No. 3, 1988) in
cultivar selection for summer production.

Winter production cultivars are available as follows:

o Pyramid (de Wilt inbred selection) good storage
o Bon Accord good storage
o Hojem travels well
o Early Texas Grano poor storage/large bulb

Production of summer onions involves the use of the
following cultivars, selected from work carried out at the
Malkerns Research station:

o Pronto S

o Rocket

o BGarnet

0o Taurus {(a possible choice)

The above cultivars produce well under long day length

conditions and produce an acceptably low proportion of thick
necks, except Taurus (Grenoble et al. undated).
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t. Potataes

Potatoes are a crop which is grown primarily by
estate farms in Swaziland, but its production history has shown
it suitable for SNL producers. It was essential to consider this
crop financially for both summer and winter production.

Potato cultivars grown locally include:

o Cedara
o BP 1
o Up to Date

The above are South RAfrican selections, but others are
available and should be tested locally. (Small-scale producers
in Kenya for example, grow significant areas of potatol). One
reason for the lack of production by SNL producers is the high
degree of technical management required to control pests and
diseases. The major diseases are:

o Early Blight (Alternaria solani)
o Late Blight (Phytopthera infestans)
o Bacterial Wilt (Pseudomonas solonacearum)

The proposed intervention must assure that sufficient
technical backup is given to growers to support yield targets.
Support would also be required in sourcing high guality seed
material. Given this support, the potato was considered for
gross margin analysis.

u. Pumpkin

Pumpkin is a crop grown widely in many forms, and
an obvious candidate for gross margin analysis. No significant
research base exists in Swaziland but its production history both
locally and regionally was sufficient to ensure that the crop was
technically feasible.

V. Spinach

Spinach is a minor, but widely grown crop in
Swaziland, but has some production history. There is no apparent
local research base for the crop. It is suitable for SNL
production and therefore acceptable for financial appraisal.

wa Sweet Potatoes

Sweet potatoes are a crop with local and regional
production history but little research base. The crop is
technically possible but will require some technical development,
especially in the production of virus free planting material. It
was considered for gross margin analysis.

H. Tomatoes: Fresh and Process

Tomatoes are one of the most significant crops
currently produced by SNL pgrowers, especially in the northern
RDA. The major technical problems here are disease
susceptibility, namely:
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Bacterial Wilt (Pseudomanas soalaonacearum, race 1)

o
o Early Blight {Alternaria sclani’

o Late Blight (Phvtopthera infestans)
o Verticillium wilt (Verticillium dahliae)
o0 Fusarium wilt (Fusarium oxysporum)

Tomato cultivars selected from research at Malkerns research
station are as follows:

Open Pollinated Tolerances/Resistances Grown
Floradade verticilium/fusarium S/W
Heinz 1370 fusarium S/W
Rodade bacterial wilt resistance S
Sjampanje verticillium/fusarium S/W
Traffic Jam unknown at this time S/W
Hybrids

Casino Royal verticillium/fusarium/TMY S/W
Hot Stuff verticillium/fusarium S/W
Zest vert/fusarium/bacterial wilt S

uc 82 B barct wilt resistant prss*
Rhotum bact wilt tolerant prss/freshx
*prss — process cultivar for summer or winter production

Some of the hybrid cultivars also exhibit stronpg tolerances
to nematode {(meloidogyne spp) attack, as does the open pollinated
cultivar, Sjampanje. This is very important when considering
short rotations. Despite the significant technical problems, the
crop was passed on to the gross margin analysis.

3. Technical Criteria Summary

Table 1 lists the final selection for crops recommended
for SNL producers:

TABLE 1: FINAL CROP SELECTION RECOMMENDED
FOR SNL PRODUCERS

[ N H
i Beetroot Green Maize §
i Brinjals Green Peppers i
H Broccoli LLettuce i
i Cabbage Okra i
i Carrots Onions i
i Cauliflower Potatoes §
i Chillies Spinach i
1 Green Beans Sweet Pptatoes i
§ Tomatoes Processing Tomatoes i
i Guavas

i

ks oo ala wem

Crop total: 19
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The most seriocus technical consideration arising out of the
above selection is that 25 percent of crops selected are
solanaceous plants. They are all susceptible to similar
pathogens. Therefore, rotation, cultivar selection, planting
material source and land hygiene are all critical technical
issues which must be addressed. If all crops were grown in equal
quantities, the resulting rotation may be acceptable. This is
unlikely to be the case. Marketing, research and extension
elements must therefore concentrate on rotation practice as well
as encouraging increased production and sale of non-solanaceous
crops.

4. Technical Analysis: European Export Products

The following is a list of crops grown regionally for
the European and other export markets and considered as initial
selections for local production by SNL farmers for this market:

o Baby Corn Tumeric

o Sweet Corn Chillies

o Mangetout Mango

o Green Beans Mini Vepgetables
o Granadilla Melons

o Okra Strawberries

The following points were considered in this analysis:

o Production history
o Technical feasibility
o Suitability for immediate SNL production

- Baby Corn

Baby corn is the ear of corn harvested at silking,
producing a "cob" which weighs + 10 grams. Any maize variety can
be used in general, but the yellow sweet corn varieties are
preferable as they tend to give a cob which is slightly yellow
and compares favorably with the Thai Competition. For maximum
yields, a multi-cobbing variety should be used. Selections
include the PANNAR variety MCZ2 from Israel. Disease problems are
not significant, provided that the selection is Rust (Puccinia
sorghi) and Leaf Stripe (Helminthosporium spp.) tolerant. This
is especially important for summer production. As with all
immature vegetable and fruit crops, this product has an extremely
high respiration rate, and must be cooled as socon as possible
after reaping to prevent deterioration. It must be assumed
therefore, that local cooling facilities are available.

Given the above considerations, and its labor intensive
requirement, baby corn was deemed technically feasible for SNL
production.

b. Sweet Corn

Sweet corn is a crop which will grow well in
Swaziland, and has a significant production history in the
region. Cultivars are available from many seed houses and
include:
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o All Super Sweet cultivars
o Jubilee (new rust resistant release)

Sweet corn suffers similar disease problems teo baby corn and
cultivars must be selected accordingly. The crop is well suited
to SNL production, but as with baby corn, cooling is essential
very soon after harvest to maintain the sugar levels.

c.  Mangetout

Mangetout are well suited to small-scale
producersy in fact, initial suppliers to the U.S. and Europe were
small—-scale growers in Guatemala. The crop is becoming more
technically difficult. As volumes traded increase on the
Eurcopean markets, quality standards are becoming higher as prices
decline. A major technical problem with producing Mangetout is
Powdery Mildew (Erysiphe polygoni), especially during dry/hot
periods.

Based on regional production experience and its suitability
to small-scale production, Mangetout was selected for gross
margin analysis.

d. Green Beans

Green beans have discussed in detail in Section
111, A. Given its high labor component, especially for fine and
extra fine production; it is an ideal product for SNL producers
targeting European markets and was considered for gross margin
analysis,

e. Granadilla

Granadilla is a product with significant regional
production history, as well as a sound research base at Burgers
Hall in South Africa. Regional production history has shown the
crops sensitivity to poor drainage and soil borne diseases,
especially Phytopthera spp. Yields can be exceptiaonal, but the
component of export fresh fruit is not greater than 20 percent at
maximum. It is important therefore, to have some processing
opportunity for the balance of the fruit. The process option
regquires additional study, but there is a known market for the
concentrate, which is presently dominated by Brazil. The crop is
a medium—term product and considered unsuitable for immediate
introduction into the SNL system. It must however, have
immediate demonstration areas established.

f. Okra

The okra crop has been covered technically under
the local and regional discussion in Section III, A; however,
different cultivar selections may be required for the European
markets. An ideal choice would be the Pusa Swani cultivar from
India. Okra has a high labor component at harvest and is ideally
suited to SNL production. It was therefore considered
appropriate for pgross margin analysis.
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g. Tumeric

Tumeric is a recent introduction to Swaziland, and
currently grown by some commercial farmers in the Malkerns
Valley. The product must be dehydrated before sale, requiring
some specialized equipment. Cultivars are still under test for
cleo resin content (related to pigment levels). Once the correct
cultivar choice has been made, tumeric could easily become a
significant crop for SNL producers; currently though, it is not
in a stage that is suitable for gross margin analysis. Technical
support for the current producers is required.

h. Chillies

Chillies and chillie production have been
discussed in Section II11, A. There is a demand for fresh
chillies in the European ethnic market sectorj; but successful
production will require the introduction of new cultivars, which
must be tested and demonstrated before ShNL producers can produce
the crop for Eurcpean export. It was not considered for
immediate gross margin analysis, but will require immediate
demonstration and testing.

i. Mango

Mangos have been previously discussed in this
report, are not considered for current introduction, and are
therefore not considered for gross margin analysis. There 1is
significant scope for expansion in this crop, but research
backing will be reguired for local introduction, especially with
regard to post-harvest handling.

j- Mini Vegetables

Mini vepetables are a new product rage on the
European market, and consist of almost any vepgetable crop grown
as a miniature. Production requires specific cultivars to ensure
that the small size at harvest is in fact a mature fruit or
vegetable. The popular types of mini vegetables include:

Leeks

Aubergines (Brinjal)

Cabbage

Carrots

Peppers

Tomatoes (small cherry cultivars)

00D oOoo0o

Since this is a new market, cultivar selections are limited,
and certainly, there is no local production history. Mini
vegetables are ideally suited to SNL-type production because of
their high labor component, but are not considered for gross
margin analysis at this time. Research and demonstration work is
essential before introduction.
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k. Melons

Melons are a crop that are required in large
gquantities during the European winter season. Cultivar
selections include:

o Hoagen (ogen)

o Charantais (French Market)
0o Yellow Honeydew

¢ Tendral

Production is technically sound, but no local production
history is available. Therefore, gross margin analysis at this
time was not considered. It is recommended that trials and
demonstrations be implemented as soon as possible,

1. Strawberries

Strawberries are a product continually in demand
during the European winter. Technically, the production of
strawberries is difficult because of the following:

o Day length sensitivity and low yields with day neutral

cultivars (December — March)
¢ Disease, mainly Botrytis cinerea, as either a post-harvest

or land problem
o Heat intolerance

Strawberries are however, a high priced and high demand
crop, and therefore deserve research backing. They were not
considered for gross margin analysis.

m. Papaya

Papaya is a product that has significant research
background in the region, but as far as exports are concerned,
some significant problems have been experienced with
physiological spotting. Cultivar selections are mainly from
Hawaiian breeding, the ideal cultivar being Solo. It is
essential that some research backing be given to this crop. It
was not considered for gross margin analysis at this time.

5. Summary

The following crops were selected to go through gross margin
analysis for European marketing options:

Baby Corn

Sweet Coarn

Mangetout

Green Beans (fine/extra, fine production)
Okra

0O0Q0Qgo

All the crops considered in this technical analysis should
be able to be produced in Swaziland. It is essential however
that priority be given to research backing of these crops before
they are introduced to growers, particularly the small-scale
producer.
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B. Gross Margin Analysis

1. Regional and Local Market Objectives

A simulation model was developed using Lotus 123 to
generate crop gross margin budgets, and other financial
indicators. All the crops selected in Section 111, A-5 above,
were analyzed using the following inputs:

Yields

Price

Input costs
Return to labor
Transport charges
Marketing charges

OO0 oo oo

Prior to detailed analysis, the following crops were
withdrawn from the model because of low market volumes:

Celery
Pumpkin
Guavas
Okra

0O 0O0o

a. Yields

Tarpet yields of the crops entering the gross
margin analysis were set at those expected by producers at the
medium to high level of management; the assumption being that
crops producing at high margins may still be acceptable to
producers at a lower level of management. It was also felt that
any intervention would involve significant field assistance, and
it would be reasonable to assume increasing levels of management.
Table 2 lists assumed yields.
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TABLE 2: ASSUMED YIELDS — TONS/HA

]

!

=

i Crops Summer Winter Possible Range]
i B
i Potatoes 25 * 30 20 - 40 b
i Onions g * 30 30 - 60 b b
i Carrots 15 24 13 - 35 b}
i Cabbage 30 * 30 30 - 75 b
i Cauliflower 15 20 lz - 25 b }
i Lettuce i8 - 20 20 - 30 b B
f Green Beans = 10 & — 12 a/b}
i Tomatoes 20 * 30 30 - 79 b 4
i Brinjals 15 20 20 - 30 b
i Peppers 20 1z 153 - 30 a }
i Chillies 2 N/A 2 - 6 c |
i Broccoli =1 i2 i2 - 25 b B
i Beetroot 13 18 16 - 22 b B
] Green Maize 12 i2 10 - 17 c© 3
i Process Tomatoes 45 65 40 - 90 d b
i 1
i i
] Key: * summer winter yields based on Grenoble (13988) i
i a yield ranpge based on Grenoble (various sources) i
i b vield range based on Agritex (1987) I
i c regional experience B
d vyield range based on Eastern (personal communication) §

i

r3 mo3 mm

b. Price

Regional product prices were based on an analysis
of the Durban Wholesale Market conducted for CAPM. The market
was analyzed for price fluctuations on a monthly basis, and
average figures were used in the gross margin calculations.

Where it was seen that one season’s pricing was unusually high or
low, the average was adjusted accordingly. Since the period
under review was 1986 to 1988, and it is estimated that wholesale
prices have increased by 10 percent per annum since then, the
average prices used in the analysis are conservative in
reflecting current market pricing. It is felt that the obviously
low prices used, will also be relevant for the small producer in
the learning period ahead.

C. The Durban Marhket

The Durban Wholesale market was chosen for three
reasons:

0 Besides the wholesale market proper, there is scope for
marketing through the supermarket system directly. A
buyer for the Natal OK food store chain has contacted and
is enthusiastic about sourcing produce from Swaziland.
Initially, produce prices will be based on the wholesale
market prices in Durban.
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o Given the range of commodities selected, the Durban
wholesale system provides a higher—-priced outlet for Swazi
producers. RAlternative markets suggested by Van den burg
et al. (1991) are Springs and the Pretoria Witwatersrand
Vereeniging (PWV) area.

e 3 summarizes the price differences over the three year
986-1988.

TABLE 3: MARKET PRICE DIFFERENCES OVER THE PERIOD

1986-1988
i Market Price Difference i
i I
i Durban (0] 3
i Springs -25% §
i Johannesburg -22% I
i Pretoria -61% 1
i Overall -28% 1

The difference in pricing in Table 3, is based on the
produce considered in this analysis; but if considering all
vegetable products, the Durban wholesale system is 6.3 percent
higher priced than any other South African market and 8 percent
higher than the Reef markets.

This analysis in no way implies that production will be
grown solely for the Natal markets, but it is realistic to assume
that a significant proportion of production will find its way
into this system.

o There is also speculation that a repercussion of the
current sugar boom has been that land under horticultural
production in Natal is now being allocated to sugar
production. There appears, therefore, to be a possible
supply deficit for this market, and produce brought in
from the Reef supply is not always of a quality to
interest the supermarket wholesale buyer.

Domestic market produce prices are based on three year
averages at the Nokwane market (NAMBoard) for the 1988-1990
period., Although this market does not control total local
distribution, its pricing should reflect the situation of the
overall system.

As has been mentioned many times in previous assessments,
there is a difference in price between local and regional
markets. The local market/regional market differences are
tabulated below for the more important crops.
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TABLE 4: LOCAL AND REGIONAL MARKET
PRICE DIFFERENTIALS 1988-1990

Price/Ton (E)

e 1

i Product Local Regional Difference }
1 Potatoes 480 440 8 % B
1 Onions 765 490 36 % §
i Carrots 1467 62sS 134 % 3
i Cabbage 235 150 56 % i
§ Cauliflower 575 375 53 % §
i Lettuce 1100 525 109 % ¥
i Green Beans 1980 1400 41 % i
i Tomatoes 1250 375 117 % 3
1 Brinjals 775 450 72 % i
i Peppers 2750 1750 37 * 1
i Broccoli 13350 1600 - 15 % ]
1 Beetroot 1100 440 150 % i
f Green Maize N/A N/AR N/A i
1 Process Tomato N/A 200 N/A 1
i ]
i Average Price Differential - Summer/Winter 68 % H

Table 4 summarizes the summer/winter price fluctuations into

a single figure. In calculating a "blend" price to be received
for a unit of production, an estimate had tc be made of

percentage sold regionally and percentage sold locally, since it

is assumed that both markets are to be explaited.

From Table 4 it can also be seen that 100 percent local
market sales would be financially more rewarding, but in the
context of this intervention, this isn't seen as a realistic

objective. Therefore, the following distributions have been used

in price calculations. They are by definition arbitrary, bDut
possible, given the market size (S5ee Section IV).
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TABLE S: LOCAL AND REGIONAL. SUPPLY RATIOS
USED IN INITIAL BUDGET COSTINGS-
ANNUAL PERCENTAGE DISTRIBUTION

Product Local Regional i
Potatoes 75 25 i
Onions 40 &0 i
Carrots 26 74 i
Cabbage 80 - 20 |
Cauliflower 20 80 i
l.ettuce 37 63 i
Green Beans S 95 i
Tomatoes 60 40 i
Brinjals 10 S0 i
Peppers 10 ' S0 i
Broccoli 63 37 §
Beetroot 20 80 i
Green Maize 30 70 i
Process Tomatoes o] 100 i
Average Distribution 31 €9 H

X meN ES UCES K DA IO KR O RN TSN 08 DT oy HEOE IR MENR Opso Gmn o

As with price calculations, in calculating a "blend"
distribution for a unit of production, Table 3 has summarized
both summer and winter supply periods. (See Section IV for full
details of seasonal distribution.)

It is clear that for the major products currently grown, a
high proportion is destined for the home consumptien/import
substitution market and becsause domestic markets for the other
products are unclear, the regional market is being assumed as the
primary consumer. Once production and marketing actually begins,
these minor products may find a larger place in the higher-
priced local market system and therefore the percentage
distribution will change, as will the financial benefit of
producing the crop.

C. Seasonality of Production and Sale

There is some confusion in the literature in
referring to summer or winter crops, and this is compounded when
viewing price data. In this analysis, the season specified
refers to the production season. For example, summer onions
designated as the code 1s in the Table 6 simulation model below,
refer to onions produced in the summer period from November tao
April. This product is therefore sold in winter. For shorter
season products, the definition remains the same although timing
of sale may vary considerably during the 6 month arbitrary winter
season from May to October.
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TABLE 6: SIMULATION MODEL CODING

MARKET CODE

e o e o

This is the code number used by the South African
Wholesale System — currently ranging from 1 to 175.

PRODUCTION PERIOD

This represents the season of production, either
summer {(S) or winter (W),

MARKET TARGET

This is defined as either regional (R) or local (L)
sales.

NOTE: Therefore 1sl refers to local sales of
summer produced onions, and 1lwr refers to regional
sales of winter produced onions.

X U IS MR QoD M DoY) LONR 6N DIOR CHME MOk GNER LD NGIN e GRS WGK  Mam
ks Z e e mhkr oo e owee e o oo aE G @Gy oka oD

e. Input Costs

{1) Crop Chenmicals/Fertilizers

From the detailed budgets (Appendix AY, it

can be seen that a small range of crop chemicals and fertilizers
is used. These have been recommended by Brenoble and Gama (n.d.)

in various technical presentations. They are not the only
products suitable for the various pest and disease controls
required, and no analysis of alternatives has been carried out
for either efficacy or price comparisons. Where an additional
product has been specified, it is from experience outside
Swaziland, and does not imply that it is registered for use at
this time. It merely costs control products where deemed
necessary.

Crop chemical and fertilizer prices have been determined
from the least-cost option available from Farm Chemicals -
Manzini, dated 18/03/91; ie. the larpgest practical pack size
where applicable.

(2) Seed

For planting material inputs, the major
sogurce is MayFord?’s price list #1112, Summer 1990, or the crop

budgets of Grenoble and Gama 1988. The use of individual company
pricing in no way implies that this is the only source of inputs

and does not constitute a recommendation for purchase.

{(3) Tractor Hire

’ It is assumed in these budget models that the
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small-scale producer will have access to the MOAC tractor pool
scheme, where a hire charge per hour is levied (See Appendix B).

(3) Packaging

Detailed packaging requirements per crop have
not been investigated, and figures are based on a "units of
packaging” figure originating out of the work by Grenoble (1988).

{4) Labor

This is a very variable component, and a
difficult one to evaluate without extensive field consultations.
Ministry of labor officials maintaih that the minimum wage is
currently E2.70 per day. {(MORC, personal communication), but
individual extension officers quote figures from E7-E10 per day,
depending on whether food is supplied. A further consideration
is the proportion of labor that is the farmer’s individual labor
and the proportion that is hired. 811 labor is considered hired
for the purposes of this analysis.

LLabor has been divided into 3 arbitrary grades. Grade 1
labor is costed at the minimum wagej; grade 2, at 13 percent over
the basic wage and grade 3, is costed at 33 percent over the
basic wage. In the budgets, different grades of labor are
employed for different levels of work. For example, semi-skilled
harvesting of lettuce is costed higher than cabbage harvestinag.

(3) Transport Charges

There are at least three companies currently
available for local and regional transport work. It would appear
that a 30 cents cost per ton per kilometer for transport is
realistic at current rates. This figure has been used for both
local and regional transport costings.

Transport distances used in this analysis are:
o Local transport charges for distances over 50 km
o Regional transport charges for distances over S00 Km

{Both assume one way costing)

{6) Marketing Charges

Although there are many market channels that
can be explored, this analysis considers only two direct
marketing costs. Regional sales are charged at 10 percent of
gross and local sales at 13 percent of gross to reflect the
regional and local wholesale systems, respectively. BSales made
directly into the retail chain would obviously not carry these
charges and therefore overall costs of sale are higher than would
be expected.
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{7} Finance Charges

In order to cover the cost of financing the
input supply at the establishment of the crop, a 7 percent charge
would be levied on all input supplies. This assumes a crop cycle
of 4 months, a base rate of 18 percent, and an administrative
charge of 1 percent. The costs assume that all inputs will be
financed. This is obviocously not the case at present and the
charging of a finance charge on all inputs therefore increases
the costs unrealistically. The proposed company is assumed to
make a margin of + 35 percent. This is costed and represented as
company margin in the budpgets. {(See Appendix A for detailed
individual crop budgets.) :

{(8) Returns To Labor

The return to labor is seen as an important
concept in determining the attractiveness of producing
horticultural crops. The returns must be analyzed in relation to
an equivalent "off-farm” wage. This is the basis of an
assessment by Low (1382) in which he states:

"Most homesteads will aim to produce maize at the level
closest to subsistence requirements, then reallocate
resources {(labor) where it will have higher returns.'
"..., this has been viewed as being economically
rational, given the comparative advantage between the
maize price and off-farm wapges." (Low, 13982)

The competitive nature of alternative wapge opportunities is
also demonstrated by Thwala (1990) in her conclusion:

"In the face of highly remunervative wage opportunities,
agricultural production has not increased despite the
introduction of modern technology, increased extension
services, and improved market infrastructure."”

(Thwala, 1990)

It is therefore felt that returns to labor must be
competitive with annual incomes for skilled workers. If this
figure is accepted as + E3,800 per annum (Gardner et al., 1990)
then we can realistically expect horticultural production to be
competitive at a return o labor of E15.80 per day. (This amount
is calculated at 240 working days per year.)

In order to calculate the return to labor figure for each
crop, the labor cost is removed from the total variables and the
resultant net income is divided by the total labor day
requirement for the crop. This varies from Gardner’s (13930)
approach, where all crops, except maize, were consideved to have
the same labor requirement.

Table 7 displays a summary of returns to labor returns.
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TABLE 7: RETURNS TO LABOR

Crop . Returns to Labor
E/Labor day

Weon nmma omms o

=

T
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g

i

1
Onions, Summer 25. 91 1
Onions Winter 23.91 1
Tomato Summer 38.73 ]
Tomato Winter 595.17 ]
Cabbage Summer 18.13 I
Cabbage Winter -49, 47 i
Cauliflower Summer - 4,19 i
Cauliflower Winter ~-12.18 i
Carrots Summer 49,03 §
Carrots Winter 15. 48 i
Lettuce Summer 57.96 H
Lettuce Winter 32.08 i
Pepper Summer 125.55 i
Pepper Winter 86. 94 i
Brinjal Winter 22. 52 1
Brinjal Summer ~-19. 24 B
Green Beans Summer - 3.06 1
Green Beans Winter - 1.60 i
Potato Summer 15.98 H
Potato Winter 16. 00 ]
Chillies 3.29 ]
Broccoeoli Summer 18. 33 i
Broccoli Winter 104,55 }
Beetroot Summer 58, 54 §
Beetroot Winter 38. 96 1
Green Maize Winter - 3.28 i
Green Maize Summer - 4,04 i
Process Tomatoes Summer 24.79 j
Process Tomatoes Winter 51.10 I

]
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TABLE 8: NET FARM INCOME

i Crop Net Farmer Income }
i Onions Summer : 3505 i
i Onions Winter 3521 i
§i Tomato Summer 5440 ]
I Tomato Winter 9550 i
{ Cabbage Sunmnmer 1080 J
{ Cabbage Winter - 3919 i
i Cauliflower Summer - D517 B
I Cauliflower Winter - 1265 i
I Carrots Summer 5606 i
I Carrots Winter 1674 }
I Lettuce Summer 4394 i
i Lettuce Winter 2463 i
i Pepper Summer 14863 i
i Pepper Winter 11457 i
i Brinjal Winter 1923 f
i Brinjal Summer - 1799 i
f Oreen Beans Summer -~ 1296 H
| Green Beans Winter - 1283 I
i Potato Summer 1341 1
i Potato Winter 1359 i
§j Chillies 125 1
¥ Broccoli Summer 1251 i
§i Broccoli Winter 7639 g
i Beetroot Summer 5081 i
{ Beetroot Winter 3662 B
I Green Maize Winter - 422 1
i Green Maize Summer - 405 i
| Process Tomatoes Summer 3115 i
t Process Tamatoes Winter 2904 H
f. Gross Margin Analysis Summary

Using the approach of returns to labor, and taking
the technical analysis into account, Table 9 shows the crops that
are suitable for promotion in the SNL irrigation schemes when
using the highest level of margin considered for the proposed
local/regional marketing company.
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TABLE 9: CROPS SUITABLE FOR PROMOTION IN SNL SCHEMES
Crop Production Season

Onions summer and winter production
Tomato summer and winter production
Carrots summey and winter production
Lettuce summer and winter production

Green Pepper summer and winter production
Brinjal winter production

Potatoes
Broccoli
Cabbage

Beetroot

Process Tomatoes

summer
summer
summer
summery
summeyr

and winter
and winter
production
and winter
and winter

production
production

production
production

o O oG mES S BMG GRD D ono  mES mws

INPUT

Ferttlizer

Crop Chemicals
Labor (land}
Serd

L.and Preparation

Yield Tons/Ha
Harvesting
Sorting/Packing
Packaging

Finance Charge

Total Costs

Coampany Margin

Farmer Net

Total Fixed Costs

2.

Transport B/kg gross 3.71

Total Variable Costs

Incose E/kg net CIF 11.15

10.00%

As there is
information,
experience.

Overseas Market Analysis

Below,

BABY CORN

400
177
8%

455
270

2774

31220

3122

~166

all

is an assessment based on the projected income

TRABLE 10:

BMEET CORN

400
160
TH40
32648

38743

40132

»800

no local production history to source
figures are based on regional production

a. Variable Costs

All fertilizer and

T

aanssumms
400
aso

85
200

7717
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EUROCPEAN EXPORT CROPS

OREEN BEAND

400
330

23427

30812

and expenditure for the technically feasible European export
cCrops.

DKRA

400
1380
777

7075

crop chemical costings are



based on bulk prices for locally available formulations. The
same price listings have been used throughout. tand labor 1is
based on a noeminal planting cost, since all products specified
can be hand planted, plus a cost of field weeding and crop
chemical application. The labor cost is based on grade 3 charges
as stated in the local/regional analysis. Seed costs are based
en imported cultivars, using cost insurance and freight costings
from the source countries.

b. Harvesting, Packapning and Transport Costs

Cost of harvesting as well as sorting/packing is
based on regional experience with a 235 percent discount, to
account for realistic local wage levels. Packaging charges are
based on assumed carton dimensions sourcing from South Africa.
Although the local company—-Neopac does produce cardboard
packaging, it can only handle single flute products at this time.
This would tend to result in a unacceptable carton guality.
Detailed source and cost details will need to be carried out to
confirm the given price projections.

The cost of transport is based on the current costs for
charter aircraft, northbound, assuming a full southbound cargo.
This is possible, and up until the end of January, Swazi Cargo
was aperating a 707 cargo flight to Schipol Airport in The
Netherlands on a weekly basis. This was suspended because of low
volumes novthbound and conflict with the authorities at Jan Smuts
Airport in Johannesburg when Swazi Cargo began taking northbound
cargo out of that airport. Should production figures increase,
Swazi Cargo could reopen their schedule out of Matsapha to
Schipol.

In the early stages of the redirected project activities,
the use of air service out of Jan Smuts is possible, with any
carrier - major carriers being British Airways and UTA, with
fregquent capacity northbound. The rate would be similar, but
additional road haulage costs would add to variables. This may
force sweet corn and mangetout into a marginal position,
initially leaving only beans and okra as viable crops.

The finance charge is calculated on a similar basis to that
figured for local and regional crops.

A preliminary production selection based on technical and
financial feasibility is as follows:

Sweet Corn
Mangetout
Green Beans
Okra

00 0O0

T - 33



SECTION IV
MARKETING SCOPE

A. Domestic Market Size

1.

Domestic Market for Horticultural Produce

"The total 1988 local market for fresh horticultural

produce is estimated at 20,500 mt. Imports were 15,700 mt, and
could, by the year 2000, amount to approximately 23,000 mt." {(van
den Burg et al. 1991)

The above estimate would appear to be an understatement of
the local market for fresh produce. This is borne out by the
data in the following:

TABLE 11: FRESH PRODUCE IMPORTS, 13989

i Product Tons Imported B
i Paotatoes 14479 1
i Cabbages 1454 i
i Tomatoes 777 1
i Onions 2095 B
fi Other Vepgetables 1047 i
i Apples 2416 i
i Bananas 3220 )
i Other Fruits 786 i

i

Total Declared Imports 26274

= D

23

Source: MOAC Marketing Advisory Unit, 1990
personal communication

The value of these imports were declared for levy purposes
as E3,094,075.

2.

Exports of Fresh Produce

Using the 1990 export data with adjustments for the

quoted percentapne change between the two years, the following
tonnages were exported from Swaziland in 1989 and reported in

Table 12.

The value of these exports is estimated at E1l, 756, 300.
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TABLE 12: EXPORTS FROM SWAZILAND, 1989

I Product Tons Exported |
| Potatoes 2176 i
I Onions 310 i
i Tomatoes 16 i
| Cabbages 4G i
| Other Vegetables 39 i
I Apples 154 1
i OGrapes 11 i
i Other Fruits : 18 i
i Total Declared Exports 2764 }

Source: MOAC Marketing Advisory Unit
Personal Communication

The daomestic market therefore consumed at least 23,310 tons
af fresh produce; 6,239 tons of which was fruit and the balance
of 17,271 was vegetables. 1989 was an unusual yegar for potato
consumption due to the glut position in South Africa. This may
have affected the market by an additicnal 6,000-7,000 toans. The
above calculations do not take into account any domestic
production.

. The only figures available for domestic production come from
the MNAMBoard market, where in 1989, 1,133 tons of produce
originated locally; 80 percent from TDL farmers and 20 percent
from SNL farmers.

An estimate of domestic production being sold through other
marketing channels can be made from Cassam’s (1980) report. At
that time, domestic production was estimated as follows:

TABLE 13: Domestic PRODUCTION, 1980
SOURCE/TONS PRODUCED

i Vepgetable SNL VIF TDL Totals j
{ Cabbages 633 385 2680 3598 |
i Tomatoes 1405 240 2860 4505 ?
! Potatoes 164 588 2310 3062 i
i Others 392 595 9a7 1
| Total 2594 1213 8443 12152 i

Source: (Cassam, 1980

Table 13 excludes the production of green maize, estimated
to be in excess of 1500 tons per annum. On a basis of per capita
consumption ({(assuming projected increases of 2 percent/annum over
the 1985 projection) (FAO, as quoted by Cassam, 1980), the total
domestic demand for vegetables could be in excess of 31,000 tons
per annum. Bearing in mind that the Cassam report did not
consider fruit consumption, and 1989 fruit consumption figures
were 6,239 tons, the total consumption is likely to be in excess
of 36,000 tons.
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Domestic fresh produce production, based on the difference
between projected consumption above and imports, can be estimated
at 9726 tons. This would represent a decline in production of
some 20 percent since the Cassam report.

Based on per capita consumption data Table 14 shows the
following is the possible domestic market for the major products:

TABLE 14: POSSIBLE LOCAL MARKETS FOR MAJOR PRODUCTS

Total Market 36990

i Product Market Percentage ]
] Cabbage 6820 22 percent i
! Potato 8370 26 percent i
i Tomato 9610 31 percent §
i Onion 3100 11 percent i
i Gr. Maize 1860 6 percent i
§ Other Veg 930 4 percent i
i Fruit 6300 1
i i

In conclusion, without competing with present domestic
producers, additional vegetable production to the level of +
17,000 tons is possible, simply by import substitution, but the
total domestic market is significantly greater than this. Table
15 shows the NAMBoard throughput.

TABLE 15: WAMBOARD THROUGHPUT OF PRODUCT

i Crop Summer Winter [}
| Potatoes 4680 2520 i
] Onions 432 1200 i
§ Tomatoes S6 62 i
i Carrots 60 36 i
i Lettuce 48 72 i
i Cabbage 840 360 §
i Peppers 12 =) i
i Brinjals no data i
i Broccoli no data §
i Beetroot 42 24 i

Source: Jeebe, unpublished, 1990

Table 15 is based on average tannages and is not an actual
turnover figure. In calculating the possible tonnage salable at
peak by the commercial entity, it was assumed that the NAMBoard
figures were representative of the entire domestic market for all
crops except tomatoes. For tomatoes, it was considered that the
throughput was irrelevant in the domestic supply position. In
calculating tomato throughput, the per capita consumption figures
were used, and it was estimated that a supply position ef 25
percent of total was possible. For all other craps it was
assumed that a supply level at 100 percent NAMBoard throughput

was possible.
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2. Mocambique

In 1990, Swaziland exported 2,909 tons of fresh produce

to Mocambique. Seventy eight percent of this export was
potatoes. The balance consisted of onions, apples and other

fruit and vegetable crops. The size of the market is unknown, as
little sustained effort has been made to establish contact with

the Mocambique parastatal marketing organization, AGRICOM. The

fiigh walume af patatees expAarted in 1989 was due undoubtably to

the glut position in the region, and the low price situation, If
this market is exploited, the potential exists for in excess of
4,000 tons of produce per annum.

3. South African Tomato Processing Facility:

Lannerberg and Malelane

The Malelane area is the largest factory tomato
producing area in the Transvaal. Since 1986,

there has been an
increase in

demand for tomato concentrates by + 9 percent. It
is the only area in South Africa where winter production of fresh
and processing tomatoes is possible, during the period April-~-
September. There are therefore, significant adwvantages to
Swaziland producers who produce for this outlet in the winter
period (ideally in the Northern RDA). The two depots in this
area process approximately 20,000 tons per annum through three
separate factories. There appears to be no doubt that they could
process an additional 300 tons per month without contractual
obligations. The company pays transport cost at 335 cents/ton km

up to a maximum of 250 km., At present, the contract price is 20
cents/kg.

4, Durban Wholesale Market

In calculating possible sales into this market, it was
assumed that up to 10 percent of the average quantity could be

sold in the region without significantly affecting the market
position.
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TABLE 16: DURBAN WHOLESALE MARKET
A THREE YEAR AVERAGED ANALYSIS

H1 PRICE RANGE AVERAMIE PRICK LOW PRICE AV, MONTHLY VDL
J F M A B J J A S O ND

Potsatoes LY © o o o 430 - 330 A00 'e70 S843
He o o o ©
L$ 0o o o

Sweet Potatoes LV o o e © o 800 - 80O 480 380 1900
H¢ o o o ¢ o o
Le o o

Barlic LV ¢ 0o o © 0o o o 2100 - 2u00 1980 1300 3
He e © ¢ o ©
Ls e e o

Carrots LtV ¢ © o o o 0o o 580 - 880 480 eeo 240
He e o o o
L e @ o

Cabbage LV e o o 130 ~ 180 180 78 1880
He e @ o ©o o o o
Le e ¢ o a

Cauliflower LV ¢ o0 o o [} 378 - 810 340 [ 23] 180
He o o @
Le o ¢ o o

Lestuce [ X e © 0 o o 800 - 78O 479 o 7
H¢ o 0o e a o
[N 3 e o o

Spinach LY © ¢ © 0o o o 800 —~ 1000 0 800 [
H¢ ¢ ¢ © o o
e e 0 & o o o

Celery LY very ssall quantities — no seasonalisy 4000 - BOOO 3500 2000 3
Hs ¢ @ o0 o @
[ 3 e © o o

LV — Low volume supply periods
H$ — High price period
L% - Low price period
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Green beans

Puspkin

Tosatoss

Brinjals

Green peppers

Chilltes

Oinger

Broccelsl

Beetroot

Ly
HS
Ls

LV
HS
LS

LV
He
LS

Ly
He
Ly

Ly
He
L

Ly
e
Ls

Ly
He
Le
Ly
He
L
v

L

Lv
H$
L$

TABLE 17:

o o
L]

o o o
no seasonal trend in
o (-]

o o o

-] -] o 14

o L4 o - -] o

L]
[-] o
L] o L] -]
o o
-] L] -]

no sipgnificant supply seasonality

© -} o o o
-]

- Low volume supply
- High price period

0 N D
o
e o o
o o
o o o
o o ©
supply
e o o
o
c o o
o
o o o
o o o
°
o o o

e o

- Low price period

(Page 2)

HI PRICE RANGE AVERAGE PRICE

730 ~ 1000

380 450

600 ~ 700

578 - 700

1300 = 2000

2250 - 3260

1000 - 1300

1700 - 2100

periods

DURBAN WHOLESALE MARKET
A THREE YEAR AVERAGED ANALYSIS

&80

73

1400

1900

1500

#00O

LON PRICE

430

125

1000

TO00

7

145

E950C

£l1-2

oa

3%

=134

MONTHLY VOL
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B. European Markets for Selected Products

Crops selected by the gross margin analysis for market
analysis are as follows:

o Sweet Corn

o Mangetout

o Green Beans (fine/extra fine)
o Okra

1. Sweet Corn

Sweet corn is a popular crop in Europe, although small
and not guoted in the statistics produced by COLEACP (European
Community organization responsible for technical training to the
Lome Convention countries of Africa, the Carribean and the
Pacific) or UNCTAD/GATT -ITC (International Trade Center).
Export experience has shown that there is traditionally a small
market window for the crop, between larger competitors,
traditionally RSA and Israel. It is likely that this market
season is too small to exploit in the startup period, and the
risk of low sales prices is high. If small select markets are
available, this crop could be viable.

Cu Mangetout

The mangetout (sugar pea/snow pea) has been consumed in
Europe for more than ten years. Originally, the product was
viewed as an exotic specialty crop, and was paid for as such.
Volumes imported into Europe in 1980 were less than 200 tons.
The 1988 statistics show an import in excess of 600 tons. This
figure is likely to have increased by 25 percent since then to an
excess of 750 tons. 1990 was the first year of a price "crash"
in the product since imports began. This occurred in July and
August; a time of some limited European production (mainly
Holland and France) coinciding with peak southern hemisphere
production and low seasonal demand in Europe caused by summer
temperatures and holidays. Mangetout will always be consumed,
but is rapidly assuming "commodity status.” Pricing is now
marginal for bulk exporters, and only by adding value in the form
of pre—-packapging will the margins assume eparlier levels.

Major competitors in the traditional southern hemisphere
season are Zimbabwe and Zambia, both major exporters of
mangetout, but with the establishment of the correct market
linkages, this crop has possibilities.

3 French Bean (Fine and Extra Fine)

French beans are seen as the major crop for initial
European production. These beans require intense labor input at
harvest, and SNL producers are able to provide this. The major
competitor in southern hemisphere production is Kenya, and this
country has supplied the market to such a level that the product
has become Kknown as the Kenyan bean. Importers are genuinely
interested in sourcing from another country, since there is
inherent risk in having only one major socurce of supply.
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Imports inte the major markets in 1986, the most recent ITC
market study, amounted to + 40,000 tons between October and
April. France is the largest importer of this product, but
Western Europe is generally self-sufficient in beans between the
months of May and September. With the increase in labor costs in
Europe, and especially the southern countries, the production of
fine and extra-fine beans is decreasing. This has opened up a
year round market for French beans of the fine extra-fine
classification.

Table 18 illustrates the major countries supplying French
beans, their season of production, and percentage contributed to
the markets.

TABLE 18: MAJOR COUNTRIES SUPPLYING FRENCH BEANS, PRODUCTION,
AND PERCENTAGE CONTRIBUTED TO THE MARKETS

| Source Period Percent + tonnage |
} Burkina Faso Jan-March {1 N/A i
i Egypt Mov-Jan and Ap—May (1 N/A §
I Kenya All year round 65 9000 i
i Morocco May—-September (1 N/A I
I Senegal December-RApril 30 4000 i

Source: International Trade Center, A Market Study, 1987

The figures in Table 18 represent the proportions supplied
in the traditional coff—-season period and do not necessarily
reflect only fine classes of beans. It does however indicate the
magnitude of competition and volume of supply. Tao produce for 10
percent of the above market would require in excess of 200 ha of
high production.

The price indicated in the economic analysis corresponds to
those achievable for fine and extra fine beans in the Dutch,
English, and German markets.
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SECTION V
PROPOSED INTERVENTION

Q.

Basic Project Intervention

The basic philosophy behind this intervention is :

1.

"The only way to make progress in the horticultural
sector in Swaziland, is to utilize a vertically
integrated structure, aimed at all levels in the
production and marketing chain, which disregards the
concepts of protectionism and domestic market
orientation."

Company Goal

The goal of the proposed redirected and expanded

project’s company goal is to:

o}

0

2.

Become a leading company in the domestic horticultural
market place by 19943 by encouraging production by
small-scale producers

To producte to regional guality standards, and thereby
enable effective competition at all levels.

The Target Farmer

The following technical criteria must be met by all

participating farmers in the initial pericd:

will

3.

Must have access to year round irrigation

Must be close enocugh in proximity to other growers or
potential growers to facilitate effective field assistance
Must have soils which are suitable

Must show a willingness to engage in efficient

commercial production

Company Objectives

In ordér to meet the goal outlined above, the company

provide or arrange:

[= 20 = T B = N I I

Technical advice

Input sourcing on credit, if possible

Input deliveries and maintain stock at competitive rates
Purchase of produce for cash at farm gate

Competitive marketing of produce

Planting schedules by cultivar and location

Selected seed and nursery stock

An assessment of individual farmers meeting the above
criteria has not been carried out, although it is known that such
individuals exist. Farmer irrigation schemes and production
targets are shown in Tables 19 and 20. Included are an estimate
of potential individual irrigators, based on the percentage of
active schemes in the region.
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TABLE 19: FARMER IRRIGATION SCHEMES THAT MEET PROJECT CRITERIA

*Indicates a scheme requiring urgent irrigation system
rehabilitation to be effective.

1 Active Current Potential |
1 Hectarage Total Total i
i Hhohho Region E
| Mgubudlax ie 24 24 i
| Mavulandela 10 10 10 i
i Mashobeni 24 42 42 i
i Individual Farmers 18 i8 18 i
i Total 64 94 94 1
i Manzini Regicn i
i Mbekelweni* iz ig i2 §
I Ntamakuphila 14 18 18 i
] Mgolfelweni 7 12 24 i
§f Individual Farmers a& aa a6 I
i Total 118 128 140 i
! Shisilweni Region &
I Mpatseni 20 24 28 B
] Magagane 24 24 24 i
i Individual Farmers 30 30 30 }
i Total 74 78 160 }
i Lubombo Region ]
i {
i Kalanga 22 22 ee 1
f Individual Farmers 6 6 6 3
I Total 28 28 28 §
i i
I Grand Total 285 328 422 i
i i
i i
1 i

Source: Brosz, 1990
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TABLE 20:

PRODUCTION TARGET

TONS/HECTARE, BY CROP

AT PEAK PRODUCTION (YERR 10)

*Assuming 3 crop cycles per annum

1
1 Local Regional Total i
i Ha Sales Sales Tonnage b}
§ Potatoes S 187 4680 0 4680 1
i W 168 2520 - 2520 5040 ]
l 1
i Onions ) 75 423 1107 1532 i
i W 76 1200 1080 2280 i
i §
! Carrots =] 11 60 103 165 §
§ W 12 44 220 264 I
B i
i Cabbage S 35 840 210 1050 i
i i
f. Lettuce 5] 9 S4 108 162 ]
i W 7 75 100 175 i
i i
i Peppers S 3 20 40 &0 3
i W 3 20 40 2Y0) 3
i i
i Brinjals &/W 1 0 13 15 ]
i i
i Broccoli S 1 S 0 5 §
1 W 1 4 8 12 i
i H
i Beetroot S 4 39 13 S2 i
i W 2 20 16 36 i
i i
i P. Tomato S 20 (0] 300 3900 H
i W 30 o] 1800 1800 i
! !
i Tomatoes S 80 1200 400 1600 §
i W a6 1200 1380 2580 i
i i
i Total* (270) 811 12406 10062 22468 H
§ S55% 435% 8
b 4
i !
i i
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B. Issues and Risks of Commercial Intervention af SNL
Praoductiaon

The following are assessed as the more pertinent technical
and marketing issues associated with the proposed i1ntervention:

Rttaining yields

Pests and diseases

Irrigation scheme functionality
Competition from other buyers
Competitive advantage of SNL producers
Reaction of other intermediaries

O 0O o 0 o0 o

The first three issues are concerned directly with technical
assistance given exther by CAPM to the companies or given by the
companies tao the praducers. It is assumed that with the type of
tecnnical support given to an initially small group of producers,
the problems of low yield levels, compounded by pest and disease
problems and various levels of functionality in the irrigation
schemes, can be overcome. It is essential also that the
govarnment and other financial institutions are continuously made
aware of the needs of the producers as the volume of autput
increases, and less efficient schemes are targeted as producers.

Since the redirected and extended project 1s dealing with a
frea marka2t 1intervention, competition from other buyers 1is
c2rtain, =2specially as the ground work is laid more effectively
oy the support tean. It is assumed that the 1nitial target
comananies will be more competitive because of the support given
o tha2m 1n their formative period. How competitive that entaity
renains 1 out of the control of the intervention tean. It 18
assumed though, that while support is given, the company will be
commztative 1n its sourcing ability.

Thare are cther producers, TDL farmers for example, who
woulc, given the present situation, be easier to deal with from
the company’s point of view. CAPM?'s intervention of supporting
the small producer would put the SNL farmer in a competitive
positiaon and ensure that it would be to the company's advantage
to continue buying from the SNL producer.

Tha SNL producer does not have to pay for land or water and
15 nci therefore concerned with returns to "capital." He has
very low overheads and labor charges and can therefore sell at
ver:y competitive prices. If he produces according to a pre-
dev:ined program, and is reacting to the market demand (a function
of CRFM support, initially), he can be extremely competitive.

The reaction of other intermediaries presently within the
system 1is important as they have significant influence on the
supply position at present, and perform valuable roles in the
industry. It is important that the projected intervention not be
seen as an attempt to put these elements at a disadvantage. The
assistance provided by the intervention to small-scale growers
will, in fact, enable all intermediaries to operate at a higher
level, and both NAMBoard and the hawker system will he an
integral part of the market chain.



C. Summary and Conclusians

It was established that SNL producers are currently not
competitive in the horticultural marketing sector, due primarily
to their low individual volumes of production, produced
seasonally, with little or no concept of the market potential and
hence, without the ability to program production. There are
significant constraints to stimulation of SNL horticultural
production, but it is possible, given support at all levels, that
this position can be reversed.

Analysis of climatic advantage and possible crops, concluded
that there is significant scope for expansion of the present
hectarage by encouraging crops already being grown as well as by
introduction of other horticultural crops.

Analysis of domestic, regional and overseas markets
confirmed that, given reliable production in sufficient volumes,
there is a significant market for the crops considered suitable
for immediate introduction to SNL producers.

Production of these crops would result in attractive returns
to the producer both in direct net income as well as returns to
his labor input.

Given the market opportunities, and yield levels used, the
total hectarage required for the production of the projected
outputs can be met by a combination of SNL irrigation schemes and
SNL individual irrigators over the life of the project.
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COMPONENT 111X

SOCIAL SOUNDNESS ANALYSIS



EXECUTIVE SUMMARY

In the social soundness analysis the socio-cultural context
is reviewed, the Swazi horticulture producers are described, the
social equity in project redirection is considered, the factors
influencing production and marketing are analyzed, a
participative approach is ocutlined, and conclusions are drawn
regarding the social feasibility of the CAPM project.

The proposed project redirection and extension is sacially
feasible. A field survey led to the conclusion that there are
many commercially motivated farmers on irrigation schemes who
recognize marketing as their primary censtraint. Many naoted that
a large proportion of the produce curvently »ots in the fields.
If marketing services are pravided, they will be able to increase
their saleable production.

However, horticultural constraints, such as pests and
diseases, almost egqual marketing in importance. The planned
vertical integration, including facilitating the provision of
inputs and intensive extension assistance, will be crucial to
project success.

Water constraints also limit production; and long-term
sustainability depends on scheme farmers accepting "ownership” of
the irrigation system and the responsibility for its upkeep.

This should be included as an element in training.

The proposed project redirection and extension will
substantially increase incomes for the tarpgeted small-scale
horticulture producers.

Throughout Swaziland, there are a total of 1,757 small-
scale horticulture producers who could ultimately benefit fraom
this approach. In addition to its concrete income benefits for
participants, the project is expected to provide a demonstration
effect for other private-sector marketing companies which will
take up this approach and, thus, benefit other small-scale
producers.

The proposal implies clear equity benefits. It is directly
designed to assist small—-scale Swazi producers, and provides an
excellent opportunity for women’s development, since vegetable
production has been traditionally a woman’s role.

In sum, the proposal is socially feasible and equitable, and
can be expected to result in a substantial positive social
impact.



SECTION I
INTRODUCTION

A. Objectives

This social soundness analysis will:

Review the socio-cultural context

Describe Swazi horticulture producers

Consider social equity in project redirection
Analyze factors influencing production and marketing
Cutline a participative approach

Draw conclusions regarding social feasibility

0O 0O0DODODODO

B. Analysis Sources

The analysis is based on four data sources:

o Documents

o Background Interviews

o MOAC Survey of SNL Irrigation Schemes

o A Rapid Rural Appraisal of 25 Irrigation Schemes

Swaziland has a wealth of information from both public and
USAID documents which are becoming easier to locate, thanks to
the concerted efforts of projects like Cropping Systems and CAPM
to develop orpanized libraries {(See References). Background
interviews with experienced Ministry, USALD, University and
social science personnel expanded the knowledge obtained from
written sources.

In March 1991, MOAC®?s Monitoring and Evaluation Unit drafted
a report entitled "A Socio—-Econeomic Survey of Smallholder
Irrigation Schemes on Swazi Nation Land." It was based on
intensive interviews with 307 respondents, representing about 80%
of all such irrigators. The Unit graciously made their pertinent
databases available for specialized analyses, which are included
in Section II.

Finally, the primary data source for this analysis is a
rapid rural appraisal of twenty-five small—-holder irrigation
schemes conducted over four and a half days at the end of March
1991, with the invaluable collaboration of Mr. Victor Vilakati,
an irrigation technician from UNISWA/Luyengo. In addition to
direct observation and backpground from informants, the survey
included formal interviews with twenty—-six respondents from
eleven schemes. Results are summarized in Appendix B.
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SECTION II
CHARACTERISTICS OF SHMALL-SCALE HORTICULTURE PRODUCERS

A. Horticulture Producers Overview

For all of Swaziland, a total of about 1,472 ha. farmed by
1,757 households are or have been devoted to irrigated vegetables
produced by small-scale farmers {(Myeni and Brosz, 1990). These
consist of three types: '

TABLE 1: SMALL-SCALE HORTICULTURE PRODUCERS

i TYPE HECTARES HOUSEHOLDS AVE. HA j
i Schemes 711 &16 1,15
i Individuals 385 877 O.44 1}
i Vuvulane 376 264 1.42 }
L nant ettt £ ————
i Total 1,472 1,757 0.84 1}

Irrigation schemes account for about half of this hectarage,
and have the marketing advantage of being grouped. Individuals
have smaller plots and account faor about one-fourth of the total.
Vuvulani Irrigated Farms (VIF), a sugar cane scheme, makes up the
remainder.

B. Irrigation Schemes

Irrigator homesteads average 9.2 members, being largest in
Shiselweni and Manzini., Of these, 5.6 members worked on the
farm. Irrigation scheme plots are allocated to homestead heads,
who are usually elderly men. The MOAC survey found 83 percent of
plot owners were men and 32 percent were over age sixty. Women,
however, constitute 51 percent of homestead residents who work on
the farm, and may perform an even larger share of the actual
vegetable cultivation (Table 2).



TABLE 2: GENDER AMD AGE CHARACTERISTICS
OF HOMESTEAD RESIDENTS
FARMING CON IRRIGATION SCHEMES

1 et REGION ———————m—e—m

i HHOHHO MANZ INI SHISELWENI LUBGOMBO TOTAL

i A. HOMESTEAD

i
i HERDS 1
i ]
§ Sex: % Male 90% 71i% 88% a7% 83% 3}
g Base {(125) {(73) (77) {(24) (299) i
i i
i Age: 60 & over 34% 38% 34% 25% 344 |}
i 40 - 39 99 a3 53 42 23 b
i Under 40 11 9 13 33 13
i - - - — -—= ]
f 100% 100% 100% 100% 100% 3
i (119 {69) (67) (24) (279) i
g i
i B. HOMESTEAD FARM é
i WORKERS i
i i
4 Workers/HS: 5.6 5.6 5.9 6.1 5.6 i
[ i
§ Sex: % Male 4L8% Si% 4E6% 36% 49% |
i Total (667) (383) (397) (147) {(13549) 3
§ i
i i
¥ ]
i C. HOMESTERD i
] RESIDENTS TOTAL 3
i §
i Residents/HS: 8.7 9.5 10.2 8.4 9.2 i
i §
i Sex: % Male 49% Sa% 48% 55% S0% ¢
i Total (103D (637) (682) (201) (2575) i

i

4

A rapid rural reconnaissance was made of twenty-five
irrigation schemes. Of the 25 schemes studied, there are a total
of nine that CAPM can immediately begin working with. It would
appear that three of these schemes wauld reguire financial
assistance for repair of their irrigation systems. In addition,
there are six schemes from which the proposed marketing company
could purchase vegetables with relatively little technical
assistance. Without extensive rennovations, CAPM interventions a
recommended for the ten remaining schemes. Most of these are
defunct.

re
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Half of the farmers interviewed had one acre irrigated
plots, 13 percent less than one acre, and 39 percent over two
acres. Most felt they "owned" these plots. In addition to
vegetables, maize is planted in the scheme by 35 percent, rice by
17 percent, and sugar cane by 13 percent. All farmers also plant
rainfed maize, averaging 2.03 acres each. Roughly three-fourths
of the plaots are managed by men and one—-fourth by women.

C. Individual Producers

Individual small-holder horticulturalists have smaller
plots. They are of two typesj; those with title deed land, and
those farming Swazi Nation Land. The few who have title deed
land are in an enviable position to invest freely without fear of
loss. Individuals irrigating Swazi Nation Land take a greater
risk., They stand to lose their entire capital investment if
forced to move. These farmers can minimize risk by investing in
movable capital such as portable pumps and pickup trucks
{"bakkies”).

Individuals are at a disadvantape with respect to scheme
participants in other ways as well. They have less ready access
to tractor services and are less secure against acts of
vandalism. Because of this, an individual vegetable grower wheo
has achieved a modicum of success has already demonstrated
significant entrepreneurial skills and deserves consideration by
the marketing company. Only a few individual producers were
interviewed informally. Their situation reguires further study.

D. Vuvulane Irrigated Farnss

Vuvulane Irrigated Farms has a total of 376 hectares farmed
by 264 homesteads (Myeni and Brosz, 13890). Yuvulane Irrigated
Farms (VIF) is unique, and accounts for a large proportion of the
land available for irrigated vegetables. It is not, however, an
irrigation scheme like the others. Vuvulani was founded by the
Commonwealth Development Corporation (CDC) on concessionary land
in 1961. One hundred hectares was farmed commercially and
additional plots were allocated to imported farm laborers on the
condition that they plant 70 percent to sugar cane. The
following discussion is based on CDC (1973) "CDC in the Swaziland
Lowveld” and on an interview the VIF Farm Manager.

1. Yuvulane/CDC History

In 1959, CDC established the Mhlume Sugar Mill and
experimented with establishing irrigated small holdings for Swazi
farmers to grow sugarcane, cotton, maize and vegetables. CDC set
aside three types of holdings for furrow irrigation: {1) ten
farms of 100 acres each for people of all races, (2) five farms
of 60 acres each for Swazis, and sixty Swazi small holdings of
eight acres each with an additional eight acres in reserve for
each farm. The proposed ten farms have been reduced to three and
are no langer part of VIF. The five 60 acre farms have
flourished and been sold to Swazi occupants.



In 1963, the first 30 Swazis were settled on eight-acre
leasehold farms and five 60 acre farms were allocated to Swazis
for purchase on a mortgage basis. The number of settlers rose to
135 in 1969, 163 in 1971, 202 in 1972, 238 in 1973, and 264 on
3, 100 acres in 1974, It has stayed constant since that time.
Laborers were settled on plots ranging from 8 to 16 ha.
Eventually plot size was stabilized at 10 acres. Initially, the
resettlement scheme did not appeal to local Swazis because there
was no provision for cattle. Thus, many laborers were brought in
fraom abroad.

Farmers were given 20-year leases with the assumption that
they would return home and new laborers would follow, but this
never came about. In 1988 CDC proposed that if a farmer failed
to meet his supgar cane guota for two seasons in a row he could be
evicted. But, the farmers complained to the king. The king
objected to the idea that a sixty—-year old might be evicted. He
recognized that there was no longer any land for laborers to
return to where they had come from. It is assumed that there is
no way that a farmer can be removed from the land now that the
king is involved. The farmers feel that they own the land and
even talk of forming their own company to run it themselves.
This has become a political issue. They want to show that "they
have grown up."”

In 1969, proposals were made to the Government for scheme
expansion linked with transfer to statutory authority under the
government. In 1972, the land and assets were transferred from
the Swaziland Irrigation Scheme (515), making the project fully
independent. In 1981, CDC was negotiating to hand over the
project to the king, but he requested that CDC continue the
management, and the king died the next year, so transfer was
delayed. Now, VIF is owned by Tibiyo and CDC has nothing more to
do with it.

A farmers® asspciation was formed in 1966 and superseded by
a registered cooperative in 1967. A series of labor—management
problems have arisen over the years. The first dispute over
leases began in 1966 and was settled in 1968. In 1969-70
disagreement arose over supgar production gquotas which were then
shifted to an individual basis. In 1973, farmers objected to
increased rentals, water rates, and cane cutting and haulage
charges. Government arbitration led to a settlement.

Squabbles started in earnest in 1983. VIF runs a store at
which farmers can buy inputs on credit, but get a 10 percent
discount for paying cash. The interest rate is only 1 percent
above prime. However, farmers failed to repay their loans and
VIF incurred a bank debt of E 2,000,000 by 1987, resulting in a
cash flow crisis. Until 1988, farmers’ bank accounts were joint
with VIF and the company could withdraw sums owed. Farmers
objected, and Swazi Development Bank agreed to give farmers
private accounts, but withdraw amounts owed tao the company.
Disputed funds are held in escrow.
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2. VIF Fara Manager

In 1987, the farmers were discouraged. They claimed
they hadn't earned any income in five years. This is when a farn
manager Jjoined VIF. He decided to help the farmers with their
management. He took laborers into their fields with herbicides.
The result was that farmers have reached sugar cane yields of 110
T/ha. on their fields, which almost matches the company’s 120
T/ha. The farmers had a debt of E60,000, which they managed to
clear in two years; and the company met its guota for the first
time. Next year the manager will leave them on their own. VIF
originally had six field advisors with motorcycles. Now there
are only three field advisors for 1,400 ha. of cane (excluding
other crops). Thus the manager cannot help the farmers
individually in their fields.

3. Sugar Cane vs Vepetahles

This year, farmers made E 3000/ha. net on their sugar
cane. However, they could make about three times that amount
producing vegetables, since they could grow three crops per year.
The problem is marketing. NAMBoard has not been an effective
solution as the farmers cannot be sure of selling their
vegetables; while the market for sugar cane is secure. Despite
marketing problems, the farmers have been growing vegetables.

The manager helped them with proper timing of their plantings to
get the best price.

In sum, vegetables could offer a major source of income for
Vuvulani farmers if production and marketing services were
offered. No intensive extension efforts would be regquired since
modern inputs are already available and in use. Vuvulani, thus
should be targeted by the proposed marketing company as a place
to buy vepetables. 0On the other hand, it should reguire less
intensive productiom assistance from the CAPM project. These
farmers have larger fields, more technical assistance, and higher
incomes than others.



SECTION III
EGUITY AND PROJECT REDIRECTION

A. Benefits to Small-Scale Farmers

A social soundness analysis must review equity
considerations in the distribution of project benefits. Two such
factors deserve special attention:

o Benefits to small-scale farmers
o Women in development benefits

This project begins with a unigque perspective, because it
recognizes the value of services performed for farmers by the
"middle man" who has been so often maligned elsewhere., There are
two major actors implementing the redirected project, CAPM staff
and the proposed marketing company. The company must follow the
economic dictates of making a profit. Without the CAPM
component, they might turn to buying from large-scale South
African producers, as the agents operating at NAMBoard?s fresh
produce market have done, or becaome just another hawker.

CAPM's role is to provide the impetus for "vertical
integration” of production and marketing by helping small-scale
vegetable growers to reach quantity and gquality standards
competitive with regional markets. It is this component which
ensures the eguity objective of benefitting small-scale
producers. Projected benefits are substantial. Cooperating
farmers are expected to earn about E14,000 net farm incaome per
yvear from vegetable production and sales alone.

B. Benefits to Women—in—Development

Vegetable production is traditionally a women’s
occupation. As it became commercial, men Jjoined in and have
become the major vegetable producers. However, women still have
the comparative advantage. It 1s difficult to be sure what
proportien of small-scale irrigators are women, since they must
utilize their husband’s name in order to obtain access to Swazi
Nati1on Land. However, it is reported that when wives manage the
plots, they are the one’s who decide what to plant and they keep
the proceeds that they earn.

From the rapid rural appraisal, schemes seemed to work
better when both men and women were eligible to join. Two
"women—only" schemes supported by the EEC have not attained the
success of the others. One simply has such small plots that it
is not commercially viable. In the other, irrigation water was
redirected to become a domestic water supply. It can be
hypothesized that their husbands may not have seen the importance
of the vegetable scheme, since they were not participating.

In sum, there are definite women—-in—-development benefits
from the proposed project redirection. But, they are best
fostered through irrigation schemes opened to both men and women.




SECTION IV
FACTORS INFLUENCING HORTICULTURAL PRODUCTION AND MARKETING

A. Marketing Considerations

There are three types of factors influencing horticultural
production and marketing:

o Marketing considerations
o Production factors
o Social influences

From 26 formal interviews conducted during the rapid rural
appraisal, scheme farmers have a definite commercial orientation.
All farmers felt earning opportunities were better from vegetable
production than from other employment. Almost all farmers plant
vegetables to sell rather than for domestic consumption. However,
vegetable farmers are not currently doing well. Almost two-—
thirds (64%) say their profits are "marginal” or "not good."”
Farmers volunteer marketing (80%) and pests and diseases (72%),
as the major problems, followed by water shortages and hail.
Three—guarters of the farmers sell their produce to hawkers and
one—-quarter, to neighbors. NAMBoard is disdained because of
experiences with consigned vegetables rotting. Major marketing
problems are lack of transport, lack of buyers, and low prices
offered by hawkers. Farmers plant mostly cabbages and tomatoes
which can be consumed and sold to neighbors.

B. Production Factors

Rl11l, except four respondents, who experience water
shortages, have attempted to grow vegetables in the summer
season. One—third reported "most" scheme farmers plant
vegetables, and one~third say less than half grow vegetables.
Limitations include lack of water, the poor market, lack of land,
and invasions by hippos and livestock. Farmers cited easier
access to inputs for control of pests and diseases (71%), in
particular input subsidies (38%), as the primary intervention
that would make growing vegetables more attractive. Improved
marketing (57%) was second.

One-third of the plots were over 90 percent irrigated, but

almost two-thirds (64%) were less than half irrigated.
Irrigation water was a constraint for about one—-third (35%).

C. Social Influences

Five social influences deserve consideration:

The semi—commercial orientation
Land tenure

Jealousy and factionalism

The Chief

Irrigation scheme associations
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1. Semi—Commercial Orientation

Small-scale vegetable growers have a "semi-commercial”
orientation. They grow vegetables to sell, but have no marketing
strategy. Thus, they grow primarily cabbages and tomatoes which
they can sell to neighbors and consume themselves.

The farmer’s commercial outlook is tempered by two other
values, "risk avoidance” and "food self sufficiency'. Risk
avoidance makes many vegetable farmers hesitant to borrow capital
or to try new vegetables for other markets. The "food self
sufficiency” ethic leads all farmers to grow their own maize
rather than to count on buying it with the proceeds from
vegetables. Thus, vegetable production suffers from a labor
constraint during the maize growing seasons.

2. LLand Tenure

Land tenure on Swazi Nation Land is always problematic.
Uncertain tenure makes a farmer hesitant to invest in
infrastructure development such as irrigation systems. In
addition, Flory (1987) found three tenure—-related constraints on
commercial farmers on Swazi Nation Land:

o Threat of banishment
o Late removal of cattle
o Tribute labor

Banishment, first described by Hilda Kuper (1947) refers to
the Chief’s ability to take away the land that he has allocated.
Reportedly, the successful farmer can become a target of
caoammunity jealousy and a potential candidate for banishment.
Success is often attributed to witcheoraft rather than hard work.
Thus, a farmer may feel pressure not to rise abaove the crowd.
Banishment may be more likely if a farmer becomes the envy of the
chief (Hughes, 1972).

Commercial farming has been seen as improper use of Swazi
Nation Land which was intended to be allocated in family
subsistence size plots. There are some signs that this attitude
15 becoming more velaxed, but both formal and informal social
sanctions remain an effective constraint on success.

Several advanced farmers reported to Flaory that they would
have plowed earlier if it had not been for the chief setting the
springtime date on which cattle were to be removed from the
fields.

Flory alseo found that advanced farmers did not suffer land
constraints (many attained additional land upon reguest), but did
report labor constraints. These were apggravated by the necessity
of providing tribute labor for the chief during the peak season,
but respondents did not consider this a seriocus constraint.

-
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On irrigation schemes, land tenure can be a two-edged sword.
While uncertain tenure makes some farmers hesitate to invest,
others allaow their valuable plots to lie idle. Irrigated plots
are not easily "borrowed' by other farmers because of their high
value. In general, they can be borrowed by close relatives, but
not by outsiders.

Two scheme associations, Mpatseni and Mashobeni, have
instituted rules under which a member can be ousted for not
taking care of his plot. In Mpatseni, fifteen farmers have
actually be removed for this reason. Mpatseni will be discussed
further below. A strong scheme association appears to present
one of the best solutions to land tenure constraints.

3. Jealousy and Factionalism

Jealousy and factionalism are natural outcomes of being
raised in polygamous households where wives and children vie for
the husband’®s favors. Jealousy results in at least three types
of behavior aimed at obstructing the farmer whose progress is
envied. First, the jealous party may geo to the chief and talk
against his opponent, asking the chief to take away his lands or
enforce other sanctions. Second, witchcraft or black magic may
be employed. Finally, the jealous party may resort to vandalism
such as driving his cattle through the opponent®’s fields.

Vandalism has proven to be a significant constraint in
irrigation schemes, where expensive eguipment such as pumps and
pipes remain exposed. The pump was stolen in one scheme and
destroyed by stuffing it with a water melon in another. Pipes,
alsa, have been damaged by jealous vandals.

Clan factionalism is another recurrent constraint. In a
country where almost everyone belongs to the same tribe, clans
have become the basis for "in-group"” identification. One
irrigation scheme, Magagane, offers some of the best irrigation
facilities, but remains unused because of a feud between clans
over who should farm it.

Many irrigation schemes cross chiefdom boundaries and
require farmers with different allegiances to work topgether.
Such situations are always difficult. Even within one
chieftaincy, disputes arise over which chief to recognize. This
results from the inevitable political infighting over succession
when one chief dies. Mpatseni Scheme has experienced this
difficulty, but, as we shall see, managed to overcome it.

4. The Chief

Establishing and maintaining a close relationship with
the chief is the most potent factor influencing the success of a
social program such as an irrigation scheme. This is the way to
ensure land tenure stability, to eliminate threats of banishment,
and to guard against malicious slander. A progressive chief can
accomplish much for the development of his people. Even schemes
ocriginally reported to have started "by the farmers" were often
initiated by chiefs.
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3. Irrigation Scheme Associations

As already indicated, irrigation scheme associations
can also become powerful positive forces for development. The
case of Mpatseni is most impressive. Their irrigation system was
in disrepair and no external funding was available, so they
collected funds and lined the canal from the dam to their scheme
by themselves.

There were, of course problems. Two groups in the scheme
recognize different chiefs and have always had trouble working
together, One started construction from the field and the other
from the dam. But, they came down opposite banks of the existing
canal. The two halves are, thus, still waiting to be joined, and
both factions blame the other. Ancther problem reguired a quick
right turn in the canal when a farmer with fields between the dam
and the scheme refused to let the rcanal pass, even though he
would have had the use of the water. Despite such problems, the
demonstrated ability of Mpatseni farmers to work together is
impressive.

The Mpatseni Association enjoys excellent working relations
with both their chief and their extension agent. The chief is a
member of the scheme, but does not serve on the committee. He
has other, more pressing business, and he might have undue
influence within the committee. The extension agent visits the
scheme several times a week, unlike others who live next to
schemes but are rarely seen there.

The Asscciation elected a woman chairperson, something
unusual in African groups which combine men and women. They
instituted rules calling for a E3.00 fine for not weeding and
controlling pests, if a farmer reports himself. Or, a fine of
E10.00 if he doesn’t report it. For extended neglect of his
fields, a farmer can be ousted from the association. This is no
idle threat; fifteen farmers have already been removed. There is
always a backlog of others waiting to join. The chairwaoman
reports that it is the extension officer who has final say as to
who is kicked out. This removes the final onus from neighbors,

although the consultant suspects that it is more of a group
decision.

Mpatseni Association also has a future planning orientation.
They have already applied for a telephone and for electricity for
installing cold storage. In short, Mpatseni is a model
association with much to teach other association leaders from
their own practical experience.
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SECTION V
FRCILITATING PARTICIPATION

A. A "Trickle Up" Approach

Successful and sustainable farmer interventions start with
the farmers and helps to develop a sense of "ownership”. Only
with their participation can constraints be properly analyzed and
appropriate incentives developed. In this case, broad-based
initial participation is necessary to deter feelings of jealousy
and resultant vandalism. In so far as possible, membership
should be open to all farmers who are willing to make concrete
demonstrations of their commitment in terms of either donations
of labor for cleaning and repairing the irrigation system, and/or
financial contributions, as reguired. Naturally, geographic and
water limitations will constrain participation.

The company?s Production Facilitator (PF) would first
approach a scheme through discussions with farmers working in the
fields. He would begin with guestions about their problems,
gradually suggesting a marketing arrangement, input provision and
extension advice in response to their stated needs. The
discussion should begin with open—ended questions ("What are the
major problems in producing vegetables?”, "Which are the most
important?"}), and move to leading questions ("Did yau know
that..."}, finally coming to the company?’s proposition. When
sufficient group interest is expressed, the PF would ask whether
an Irrigation Scheme Association exists and, if so, inquire how
active it is. He would then ask the farmers for a meeting with
the association committee and repeat the initial dialogue with
them.

After the committee meeting, the PF would accompany the
association committee to discuss the idea with the Chief's
assistant. The committee members should lead the discussion,
with the PF serving guietly as a backstopping resource person.
They would repeat the original discussion, evolving from the
farmers’ problems using examples of what the company can do for
them, expanding on the company?’s interests, and the commitments
that the company requires.

At the end of this meeting, the chief’s assistant should
express his support for the development of a strong Irrigation
Scheme Association with the power to select members, build
infrastructure, collect fees, levy fines, and expel members from
the association and their irrigated plots if the land is not used
properly. The chief will be welcomed as a member of the
association, but should not be directly invelved in running it.
His support is sought to guarantee land tenure for association
members, to authorize the association’s control of irrigation
scheme land, and to publicly lend its authority to protecting the
scheme from vandalism from jealous outsiders.
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After agreement is reached with the Chief’s assistant, an
appointment can be set to take the proposal to the Chief. This
should be several days later, to permit the chief’s assistant to
brief the Chief in advance. The PF should be careful NOT to
approach the chief directly, to avoid labelling of the idea as
"fareign".

B. Discouraging Vandalism

There are three major strategies for discouraging vandalism:

o Inclusive initial participation by'all interested parties
and maintenance of an open membership policy

o Developing and maintaining a strong relationship with the
Chief or Chiefs involved

o Physical security measures to protect expensive
installations

To alleviate vandalism, initial discussions must include
those in the group whose land is crossed between the dam and the
scheme. They should be offered membership or water usage rights.
Similarly, farmers adjacent to the scheme should be offered
membership if physical irrigation i1s feasible.

There will, however, always be constraints on inclusiveness,
and physical security must be considered. In particular, pumps
must be protected in solid pump houses, even if they are portable
pumps.

C. Strengthening Scheme Associations

To develop and maintain the strength of the Irrigation
Scheme Association initiated in early dialogues, CAPM should
provide training for association committee members. An early
aspect of this should involve @ visit to Mpatseni and discussion
with their assocociation committee members. CAPM rcould prepare for
this by developing a set of model association rules and
strategies for dealing with conflicts based on the Mpatseni case.
In addition, more conventional training on leadership skills,
accounting, etc. should be included.

In addition to meeting with scheme farmers in their fields,
the PF should attend association meetings regularly. This is an
efficient means of dealing with common problems in a group
setting and will continually reinforce his close relationship
with the association. If the chief is a member of the scheme,
these meetings will also maintain the PFs relationship with the
chief. If not, the PF should visit the chief regularly enough
that he is not a stranger when he arrives. HAs vegetable
production inecreases throughout the country, CAPM should
encourage development of a Swazi Vegetable Growers® Association,
with association committee members attending area-wide or
nationwide meetings to exchange ideas among schemes.
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The company’s reception may not be positive from all Chiefs
and RAssociations. If resistance is encountered, the PF should
move on to the next scheme, while leaving the door open for later
collaboration. Some groups are slower than others to accept new
ideas. They will be movre likely to join after seeing results in
other schemes. It is important to leave the door open for later
cooperation in order to avoid obstructionism based on jealausy.
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SECTION VI
PROJECT TRAINING

A. Field Agent Training

To effectively benefit the small-scale producer, the
proposed project redirection and extension should include a
generous training component. The company would provide
horticultural extension advice in the field, but their production
facilitators will need some initial training. In addition, CAPM
should provide training for Irrigation Scheme Association leaders
and small-scale horticulturalists, as follows.

The first training program will include CAPM and company
staff. It will begin with team building and orientation to the
project, and then focus on the details of irrigation system
management, horticultural production and marketing skills. 1t
should last about five days and be held at a training center in a
retreat atmasphere.

If funds are available, the above training in irrigation
system management, horticultural production and marketing skills
could bhe repeated for government extension agents serving
districts with irrigation schemes. The training would alsc last
five days, and would be held at a Farmer Training Center.
Extension agents would have to make a commitment to utilize their
new skills by assisting small-scale horticulture producers.

B. Irrigation Scheme Associatien Training

Three representatives from each of the ten Irrigation Scheme
Associations will undergo a three—day leadership training course
held at a farmer training center. The course will include
general leadership skills, specific association management
skills, conflict resolution skills, and scheme planning skills.
Representatives to be trained should be selected by each
committee and will usually include the chairperson, vice-
chairvrman, and secretary.

Upon returning to their scheme, each group of three will
conduct a one—-day training session for the other committee
members. Training in how to teach, audio-visual materials, and
rehearsal for this training will be included in their three-day
training course.

If vegetable production progresses as planned, the above
training sequence will be repeated for a second ten irrigation
schemes in the second year. This should be made known early to
schemes not included in the first training, to avoid feelings of
Jjealousy that might result in obstructionism.
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C. Farmer Training

A similar pattern will be employed for farmer training.
Three representatives from each of ten schemes will receive
training at a Farmer Training Center for five days. The course
will include irrigation and ivrrigation system maintenance,
horticulture production, and marketing awareness skills.
Representatives to be trained should be selected by each scheme
association for their technical competence, as those they would
like to have as their teachers afterwards. They may or may not
be on the association committee.

As for committee trainees, each group will conduct a one-
day training session for other scheme members after their return.
Preparation and rehearsal for this training will be included in
the five—-day training course.

Again, i1if vegetable production progresses as planned, this

training sequence will be repeated for a second group of ten
irrigation schemes in the second year.
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SECTION VII
CONCLUSION

A. Social Feasibility

In conclusion, the proposed project redirection and
extension is scocially feasible. A field survey led to the
conclusion that there are many commercially motivated farmers on
irrigation schemes who recognize marketing as their primary
constraint. If marketing services are provided, they will be
able to increase their production. In fact, many noted that a
large proportion of the produce currently rots in the fields.

Horticultural constraints, such as pests and diseases,
almost equal marketing in importance. Thus, the planned vertical
integration, including facilitating provision of inputs and
intensive extension assistance, is crucial to project success.

Water constraints also limit production, and long—-run
sustainability depends on scheme farmers accepting "ownership” of
the irripgation system and responsibility for its upkeep. This
nmust be included as an element in training and irrigation
association development.

B. Social Impact

substantially increase incomes for the targeted small-scale
horticulture producers. Financial projections (component IV)
indicate that each producer will earn appraximately El14,000 net
farm income per year. By the end of the CAPM project in 1993,
approximately 100 farmer participants will have been affected.
Over a ten—-year period, the marketing companies are expected to
be working with about 337 farmers. Throughout Swaziland, there
are a total of 1,737 small-scale horticulture producers who could
ultimately benefit from this approach. In addition to its
concrete income benefits for participants, the project is expect
to provide a demonstration effect for other private-sector

marketing companies which will take up this approach and, thus,
benefit other small-scale producers.

The proposal implies clear equity benefits. It is directly
designed to assist small-scale Swazi producers, and provides an
excellent opportunity for women’s development, since vegetable

production has traditionally been a woman’s role and women have a
comparative advantapge.

In sum, the proposal is socially feasible and egquitable, and

can be expected to result in a substantial positive social
impact.
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COMPONENT IV

FINANCIAL ANALYSIS



EXECUTIVE SUMMARY

A financial analysis which illustrates a private-sector
company developed for marketing horticultural produce from small-
scale irrigators is presented below. '

It is assumed that the company i1s fully equipped with
transport facilities, communication facilities and the personnel
needed to link the productive capacity of the small-scale farmers
with the needs of the domestic and regional markets for
horticulture. It is assumed that the company has the resources
and capacity to provide the small-scale farmers with their
required inputs and technical support.

The analysis demonstrates that, within assumptions of
production and market capacity, and.within reasonable cost and
price ranges established in the technical analysis, such an
cperation could be exceptionally profitable in the long term.

In the early stages, however, the lower levels of activity
expected, depresses the return in relation to overhead.
Depending on the gross margins achieved, the company is expected
to show a deficit during the first two years.

The company is assumed to grow rapidly, and this will be
necessary to satisfy the aspirations of the company, the
irrigators, and the market. Because of these factors, annual
increases in the levels of stocks and debtors will be needed.

The company is expected to need substantial financial support for
the first several years of its development, as much of the
surpglus cash generated will be consumed by its need for working
capital.

A preliminary survey of potential funding apgencies has
indicated that it should be possible to raise the necessary loan
funding and non-participating equity funding from a number of
financing institutions, both local and international.

Preliminary interviews with several individuals representing
Swazi companies were conducted to ascertain their interest and
capability to undertake the project. The most positive
interviews indicate that several local companies have the
potential to undertake and operate a vertically integrated,
market—driven horticultural marketing operation focusing an
export, regional and domestic markets.



SECTION I
INTRODUCTION

A. Business Environment in Swaziland

Swaziland is recognized as a secure, reliable and
congenial country in which to operate a business. The country
is politically stable. It is richly endowed with development
capital. The government is supportive of business
development and imposes minimal bureaucratic control. The
country has special relationships with a number of economic
and political groupings giving it uninhibited and indeed,
preferential, access to a number of markets and sources of
finance. '

B. Concept Development

The Technical Analysis (Component II1) and Social
Spoundness Analysis (Component III), indicate that there is a
production capacity, a market demand, and a willing population
of small-scale irrigators to develop a horticultural marketing
operation in Swaziland.

For this concept to be developed, it is necessary to test
the financial viability of such an operation. Based on the
findings of the Technical fAnalysis and the Social Soundness
Analysis, the financial implications of the theoretical
composition of such a company is presented below.

! USAID. “The Private Sector and the Economy of
Swaziland. " March, 1990
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SECTION II
FEASIBILITY OF A HORTICULTURAL MARKETING COMPANY

A. Summary

A summary of the financial analysis is presented below.
Project cost and financing are indicated as they are expected
to be in the project’s third year. -Note that by this time,
the company is expected to be over—financed, but surplus cash
is absorbed by capital requirements in the following year.

1. Proposal

To supply the regional and domestic markets with a
percentage of fresh horticultural produce, grown by the small-
scale producer in Swaziland.

2. Praoject Costs

e S Y
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Capital Needs Cost
i (E* 000}
| Land 50 |
i Buildings 180 §
I Machinery and Egquip 370 |
I Vehicles 380 g
i Working capital 728 i
I Cash 73 t
i Total 1,781

{(Sept. 1991 - Aug. 1994)
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3. Project Financing
i i
i Financing Cost H
i (EY000) 1}
i Eguity subscribed 650 |
i Retained earning 51 1
f Loans 1080 |
1 1
{ Total 1,781 3




4, Profitability

An internal rate of return of 48 percent is
expected. (See Appendix FA-1.)
5. Market

The project will provide approximately one third of
the domestic market for fresh horticulture and a small
proportion of the regional market.

B. Assumptions
1. Company Resources
2. Vehicles

In order for a company to undertake the
collection of horticultural produce in the volumes expected,
1t is estimated that a fleet of vehicles, as shown in Appendix
FA-9, will be required. The company will start with one 3-
ton truck and three 1—-ton "bakkies."” The fleet will be
expanded as needed according to realized increases in
production, until a total of four 3-ton trucks, one 7-ton
lorry, four bakkies and one passenger vehicle, for the use by
the general manager.

b. Dffice Equipment

Communication will be of utmost importance for
effective marketing and production programming. It is assumed
that the company will need to invest E 100,000 in telephone
and radio eqguipment. Office equipment, which will include a
fax machine, telex, computer and furniture is estimated at E
120, 000.

C. Buildings

It is assumed that the company wiil establish a
horticultural nursery in the second vyear of operation. This
facility is important for two reasons. Firstly, the provision
of seedlings for the small-scale farmers will enable greater
control of the production program. Secondly, in this way, the

gquality of seedling stock can be controlled. This is
especially important in relation to disease prevention and
variety selection. This is in addition to the basic
assumption that the company will provide a packing facility
and warehousing.

d. Land

It has been assumed that land for the nursery
will be leased, and land for packing sheds will be purchased.

o
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e. Personnel

Appendix FA-8 shows the expected staffing of
the Company, in accordance with the Organization Analysis
(Component V). Expected salaries and wages are also
indicated. Benefits are assumed to egual the salaries for the
higher—paid executives, while for the lower paid, an allowance
of half the annual wage for benefits has been assumed.

Details of the expected organization and division of
responsibilities of the proposed staff shown in Appendix 0A-1
(Component V). It 15 expected that the Chief Executive
Officer of the company will have a substantial eguity share.
As this will be a marketing company, and as there will be a
need to keep costs low in the early years, and it is expected
that the Chief Executive will fulfill the marketing function.
The Chief Executive will be assisted by an operation manager
and a technical advisor.

The operations manager will be responsible for the link
between the market and the producers. He will negotiate
contracts with the growers, organize inputs for the farmers,
co-ordinate production schedules according to market needs,
arrange for collection of produce, orpganize consolidation,
grading and packing as well as dispatch and delivery to the
respective buyers. Hey people in the orpganization will be the
production facilitators. They will provide the vital link
between the market, the company and the farmer. Drivers will
be employed to deliver inputs and collect produce from the
farmers,

In time it is expected that the company will expand and
more staff will be reguired. In particular, as the company
increases its marketing operation, a marketing manager may be
employed. It is expected that the company will operate a
nursery to provide seedlings of the corvect cultivars at the
right time for optimum production. A nursery manager and
labor for the nursery will be needed.

It is envisaged that support staff will be kept to a
minimum. A secretary/office orderly and a book-keeper/clerk

may be necessary.

g. Overhead Costs

Other overhead costs have been estimated in
accordance with the expected levels of activity of the
company. Provisions have been made for rent, for repair and
maintenance, for offices and for office expenses (see Appendix
FA-8).

3. Working Capital

Working capital costs are estimated on the basis of
the expected levels of stock, debtors and creditors. It is
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assumed in the calculations that stock in transit will amount
to aone maonth of purchases. Packing material stocks are
assumed to be equivalent to one month®s usage. Stocks of crop
chemicals and pesticides are assumed to be at the level of one
manth’s sales. The level of debts is assumed to be twa
month’'s sales for regional exports, and ane manth’s sales for
local sales. Creditors are estimated at one month af
purchases (see Appendix FA-9). ’

4. Depreciation

Depreciation was calculated according to the
practice in Swaziland: 20 percent per annum for vehicles, 13
percent per annum for plant and equipment, 15 percent for
buildings (see Appendix FA-11).

S. Tax

The tax rate applied was 37.95%. The provisions for

50% initial allowances on purchase of vehicles, plant and
equipment were applied in the calculations. But in the

interest of conservatism, the Country’s provisions for tax
holidays, double deduction on training expenses and other
investment incentives were not applied in the calculations.

G. Production Estimates

The basis of the sales of produce into the regional
and local markets was derived from the findings of the
Technical Analysis of production capability and market
capacity, (Component II1). Appendix FA-13 shows the expected
area to be planted in horticultural crops by the small-scale
farmers as the result of the stimulus provided by the project.
Areas planted to the various crops chosen will increase to
reach a maximum in the year 2000. The area cultivated
annually is expected to increase from 5S4 hectares in the first
vear to 270 in the 10th vear. The number of farmers
participating in the project is expected to increase from &7
in the first year to 337 by the 10th vear.

Appendix FA-14 shows the expected physical mass of
horticulture in tons per year. 0f this, the proportional
amounts expected to be sold in the laocal and regional markets
are shown in Appendix FA-135 and FA-16, respectively. Input
cost assumptions are shown in Appendix FA-17, and price and
yield assumptions are shown in Appendix FA-18.

7. Financial Assumptions

It is assumed in the Income Statement (Appendix FA-
3), that the sale of crop inputs to small-scale farmers is
accomplished with a markup of 10 percent. However, as the
company will be able to buy fertilizer and crop chemical at a
discount, the small-scale farmer will be able to buy his
inputs more cheaply through the company than as an individual.
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It is further assumed, that the company will, in its
first year, sell produce at a margin of 30 percent. This is
expected ta decline from year to year to stabilize at 20
percent. The combined effect of the margin on produce sales
and crop input sales is shown in the notes to the income
statement.

C. Project Costs and Financing Plan

1. Costs

Based on the physical assumptions given above, an
estimate of the cost of the business was developed (Appendix
FA-9). As the company is envisaged-to grow over time, there
is expected to be capital expenditure in most vyears. In the
first two years there will be substantial expenditure on
capital items, in particular vehicles. In addition, there is
expected to be an increase in investment needed for working
capital of E 180,000 each year until the year 2000. This is
because the sales are anticipated to rise steadily each year
until that date. The company will be obliged to carry more
stock, and more debtors as it grows.

A summary of the project cost data is given for the
first, third, fifth and tenth years in Appendix FA-1. By the
third year, the project will be expected to have cost some
E1.6 million. A considerable proportion of this total will be
for the company’s need for working capital.

2. Project Funding

The actual method of funding will depend largely on
the structure of eguity and loan financing determined by the
need of potential investors. An example of how this might be
done in shown in Appendix FA-10 and summarized in Appendix FA-
1. It is assumed that the owner or owners will subscribe
EB50,000 in three annual tranches. Three loans, totalling
Eil,2 million are assumed, taken out in the first three
succeeding years. The loan conditions assumed are shown.
These will clearly have to be modified in accordance with the
potential financiers® conditions.

At the projected levels of profitability, the company
should be in a position to finance its increasing working
capital and reinvestment needs after the third year of
operation. The company will be short of cash in the sixth and
seventh years of operations, when there will be a need to
replace vehicles and increase working capital.

D. Owner Equity

Ideally, an operation of this nature should be run by its
cwner, The long hours of hard work that will be necessary,
especially during the startup period, will reguire the
dedication and commitment that characterizes the entrepreneur.
It would be desirable that the company be owned and operated
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by Swazi Nationals who have some previous knowledge of the
horticultural marketing business. The participating company
should have sufficient financial resources to be able to
subscribe sufficient equity to attract enough loan funding to
meet the requirements of the operation. Most important, the
owner and operator of the company should have the eneragy,
drive and enthusiasm that will be essential for a
horticultural marketing company to succeed.

There are not many companies in Swaziland who meet these
criteria. However, four potential candidates were identified,
twa were interviewed.

The first potential entrepreneur to be interviewed was Mr
Paul Davidson, who owns and operates Simbimbi Investments
(Pty) Ltd. Mr Davidson is a Swazi citizen who operates a
horticultural agency (Swazifresh Ltd, known as "Agent 3"} out
of the NAMBoard Horticultural Wholesale Market. Mr Davidson
is a farmer in the Malkerns valley where he operates a 17
hectare irrigated farm. He has been wholesaling vegetables
through the NAMBoard market for one and a half years. In that
time, Swazifresh has increased its turnover from Ei.5 million
to E4.0 million.

Mr Davidson’s holding company, Simbimbi Investments (Pty)
Ltd, is a family business involved in farming and property
development. Simbimbi Investment is able to raise up to
E 706,000 to invest. Simbimbi owns 60 percent of Swazifresh
{(Pty) Ltdj; the remaining 40 percent of Swazifresh is owned by
a company called "WPK Marketing (Pty) Ltd" which is based in
the Western Cape.

Mr Davidson expressed considerable interest in the idea
of participating in a vertically integrated horticultural
marketing company along the lines envisaged.

The second potential entrepreneur to be contacted was Ms.
Jenny Martin. Ms Martin is a young (27) and exceptionally
energetic Swazi citizen who has recently become involved in
the overseas market for horticultural produce.

Ms. Martin left Africa for Sweden at the age of 11 on a
athletics scholarship. On her return teo Swaziland in 1980,
she undertook a hairdressing course and shortly thereafter,
she became invelved as an agent for the marketing of an
American hair care product "Soft Sheen. In 1987, she joined
her mather in her business "Swaziland Business Bureau"” where
Ms. Martin became involved in the marketing of pineapples with
a French company. She has recently been conducting limited
marketing trials for fruit and flowers from Swaziland. She
has access to numerous horticultural dealers in Sweden.

Ms. Martin lacks substantial resources; she could raise
in the region of ES0,000 to invest. However, she is not

averse to establishing a partnership with other investors,
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provided she has control of the operations aof the business.
Ms. Martin owns and operates a Swaziland registered company
“IML Enterprises (Pty) Ltd. M™Ms. Martin made the consultant
feel that her enerpgy, drive and enthusiasm compensate for her
lack of financial resources.

The Swaziland Development Agency, Tibiyos Taka Ngwane, was
approached for an assessment of their interest in both equity
and loan financing. The organization expressed considerable
interest both in equity financing, provided the project can be
shown to be commercially viable, but also as a vehicle by
which they may be able to put under—utilized irrigation
potential to work.

Other potential entrepreneurs identified, but not vyet
interviewed are:

o Ms Florence Hlophe, owner of Philane Fruit and
Vegetable (Pty) Ltd. Ms Hlophe operates as "Agent 4"
at the NAMBoard Horticultural Wholesale Market. In
addition she operates a 10 ha farm near Mbabane, where
she grows vegetables and raises cattle and poultry.

o Mr Wandi Shongwe was recommended as an entrepreneur who
is potentially a client. He is a successful
businessman, formerly the General Manaper of Metro
Wholesalers in Manzini, and has the reputation of being
a capable manager.

E. Lopan Funding

Loans in the region of E 1.2 million will be required
to finance the company. While there is no specific need for
foreign currency, both lcocal and international funding
agencies could be approached.

One of the possible international funding agencies is the
newly constituted Africa Enterprise Fund (RAEF). This is the
small-scale private sector window of the International Finance
Corporation (IFC). The AEF targets its activities toward
operations with a total project cost of between US$ 300,000 to
US% S million. Interest rates and other conditions are
negotiable for each project; rates and conditions are usually
commercial and competitive. AEF will take egquity depending on
the circumstances. The AEF does not give soft loans; the
organization expects a commercial return on its investments.
The RAEF has already been approached, and has expressed
interest subject to receiving the details of the project.

The Swedish Fund for Industrial Development in Developing
Countries "Swedfund"” has also been approached. Swedfund
provides eqguity and loan funding for operations in developing
countries where there is scope for the participation of a
Swedish technical partner.

2



Other potential International investors are the
Commonwealth Development Corporation, the Dutch Foreign
Monetary Organization, Finfund (The Finnish Development Bank)
and NORSAD (The Nordic/ SADCC Fund for Regional Development).

The Swaziland Industrial Development Company (SIDC) was
alsoc approached. They expressed considerable interest in the
project, even though it is somewhat different from projects
they normally deal with. SIDC awaits details.

F. Profitability and Financial Conditions

At the projected levels of activity, the company will be
profitable. The expected internal rate of return (IRR) of 48
percent (see Appendix FA-6) over ten years is high. While an
IRR of between 25 percent and 30 percent is normally
considered an indication of adequate profitability, it is felt
that the level of profit for this high risk operation will
need to be high. If sales revenues and costs are adjusted to
produce a more modest IRR (29 percent), analysis shows that
the operation will carry a net loss for five years and there
will be a need for considerable funds to finances losses. The
level of margins used in the projection are guite reasonable
considering the nature of the business. The technical
analysis shows that the prices to be offered. to farmers for
their produce will be attractive, while the produce will still
be competitive in the markets.

With the expected lower levels of sales in the early
years, the return on capital will be low until 1996, The
continuing need for additional working capital is expected to
strain the financial resources of the company at this stage,
and the debt to service ratio early in the project life
reflects the fact that the company will operate in a vrisky
environment. The sensitivity analysis, {(Appendix FARA-7)
highiights this risk. A 10 percent increase in the cost of
sales with a concomitant decrease in the value of sales will
reduce the profitability to unecceptable levels. While a 10
percent increase in costs or a 10 percent decrease in sales
will result in the reduction of the IRR to levels that are
sti1ll acceptable, a pgreat deal of additiomnal investment would
be needed to finance losses and cash shortfalls.

G. Effects of the Company on the Small—-Scale Farmers

Appendix FA-19 shows how the operations of the proposed
company rcould improve the earnings of the small-scale farmer.
Middle to pood yields are assumed, and these can be achiewved
with the level of technical assistance propesed in the
project. The average individual producer should benefit from
a net profit per annum of El14,000.

In the first year it is expected that approximately 100
farmers will participate. By the end of 10 years, this will
have grown to about 370 farmers, who at today’s values, will
receive some E4.7 million in total per annum in profit.
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H. Issues and Risks

i. Financial Structure

The example horticultural marketing company
developed and analyzed here is based on a specific set of
assumptions. There are a myriad of options that could have
been used. An attempt was made to match the example as
closely as possible to what the situation may be in reality.
How the companies are structured financially will depend, to a
large extent, on the preferences of those who will be involved
in the company. In the process of presenting the ideas for a
horticultural marketing company or companies, the views and
preferences of the various interested parties should first be
assessed, and the financial modeling modified accordingly.
Different institutions use different indexes of profitability
and therefore attractiveness of a potential investment
prospect. The feasibility study can be structured in terms of
the potential investor’s interests.

The financial structure presented in this model is made
on the assumption that a lending agency will not wish to
finance losses in the early years of operation. The company
was thus structured to be profitable in the early years, but
this was done within the limits of reasonable costs of produce
and acceptable selling prices in the market.

2. Overseas Marketing Company

In this analysis, a company marketing produce on the
domestic and regional markets has been assumed. A company
that 1s geared to market on the overseas market would differ
in several ways. Firstly, there would be less need for
transport facilities for produce collection. However, there
will be need for a sophisticated consolidation, grading and
packing facility.

There would be a need for cold storage and refrigerated
transport facilities. The volume of sale will be less, but
the margins on sale will be considerably more than that of a
regional marketing company. The overseas marketing operation
can therefore be expected to be smaller and more specialized.
Penetration of these markets is likely to be difficult.
Standards of product and packaging on overseas markets are
exacting. For Swaziland to enter these markets, consistent
high guality and supply will have to be assured. The CAPM
approach, envisaped in the project concept, will be able to
undertake the ground work and trials that will be vital to
success in overseas markets.
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SECTION III
CONCLUSION

The financial analysis indicates that a horticultural
markaeting operation in Swaziland structured to exploit the
regional and domestic markets will be profitable and
financially sustainable. The levels of profitability can be
high, as there is scope for a reasonably large margin between
the 2roducer of horticulture and the market. As casts of
procduction on the small—-scale irrigation systems are lower
than their large-scale counterparts, due to lower capital and
labor costs, the small-scale farmer will be able to produce
competitively and make money.

The levels of profitability of the marketing operations
and their financial performance will depend, to a large
extent, on their mode of operation and type of financing. It
will be necessary to test the viability of each specific
propaoasal, structured according to the reguirements of the
potential investor.
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COMPONENT V

ECONOMIC ANALYSIS



EXECUTIVE SUMMARY

An economic analysis was conducted based on the plan proposed in
the technical analysis for the project paper amendment (PPR). The
analysis covered the costs and benefits of the project activities
under redirection and extension. For purposes of the analysis, the
effective date considered to be October 1, 1991 so as to correspond
with the budget which was projected on a fiscal year basis.

The original PP design efforts were guided by an analysis of
cost effectiveness which was determined to be suitable for
evaluating a mix of institution building, policy development and
program activities. This approach was appropriate until the
redirection of the CAPM project. Under the redirection,
implementation of production and marketing interventions will be
accelerated. Some analytical activities will continue, although the
focus will shift from macro—economic policies and programs affecting
the agribusiness/marketing climate to analyses of sectoral policy
and program issues directly related to attaining small farmer
production response. The vertically integrated approaches to the
development of commercial small—-scale production of horticultural
and specialty crops (which CAPM seeks to demonstrate through trials
and pilot programs) are experimental at this stape. Nonetheless,
increased production is projected to begin in 1992.

Therefore, an internal rate of return (IRR) analysis was
conducted for the main project activities from October 1, 1991 until
February 28, 1994. The IRR was found to be about S0 percent for the
ten year future period.

The IRR analysis demonstrates a high rate of return to Swazi
human and natural resocurces will be realized if, through vertically
integrated marketing and production, significant improvement can be
achieved in harvested yields/hectare, multiple cropping, timely
scheduling of production and selection of crops suited for small
stale growers aimed at higher value niches in the domestic and
regional export markets.

Such a high rate of return is possible partly because of the
large amount of "sunk” investment in the exigting irripgation sites
targeted initially. Future expansion of irrigation areas would
reguire additional investments which would mean a somewhat lower
IRR.

Sensitivity analysis showed that the project would be expected
to produce a positive rate of return even if there were to be a
shortfall in revenue by S50 percent.

The effect of CAPM on the GOS ministries recurrent costs will
be less under the PPR than anticipated in the PP because the
commercially oriented technical assistance and marketing activities
initiated under CAPM are expected to be continued in the private
sector.
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The economic risks for the GOS in and for the CAPM project
are low, as was pointed out in the original PP. The Swaziland
economy, the political situation and the GOS budgetary situations
are considered stable. The cautious approach of testing the
private enterprise development interventions planned under CAPM
before attempting to introduce them on a large scale means that
no Swazi farmer, ministry, financial institution, input supplier
or marketing enterprise will be exposed to unacceptably large
financial risks which might adversely affect the economy of
Swaziland or the BOS budget.

The conclusions of the analysis supplement those from the
analysis reported in the project paper (PP). The PP analysis
determined that the substantial widespread economic benefits
would result from the project activities and that the means
selected for implementing the project were cost effective.
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SECTION I COST AND BENEFIT CONSIDERATIONS

A. Cost Effectiveness

Cost effectiveness considerations were a major factor
guiding the PP design efforts in determining the mix of inputs.
This was appropriate for a project that included institution
building, policy development and is partly programmatic. Many
alternative combinations of inputs were considered. These were
evaluated in terms of the best results, i.e., the guality of the
results for the costs incurred. The conclusions in the PP
concerning cost effectiveness were reached after extensive
discussions among GOS officials, the private sector and design
team members and many alternatives were considered.

This approach remains appropriate for the justification of
the work completed before the effective date of redirection and
extension and for portions of the activities afterwards. The
main one is the program of linkage or TA for assisting
UNISWA/Luyengo. This has a large potential for benefiting people
far beyond the targeted group engaped in marketing and producing
horticultural and specialty crops. The details of the program
will be defined during a short term consultancy to be conducted
by CAPM.

B. Recurrent Costs

According to the original PP economic analysis, recurrent
costs were judged to have an insignificant impact on the GOS budpet
in the original PP economic analysis. This conclusion is still
valid. In fact, the effect of CAPM on the GOS ministries recurrent
costs likely will be less than originally anticipated because the
program activities initiated under CAPM are expected to be
continued in the private sector.

C. Technical Assistance

Technical assistance is the principal intervention strategy
for CAPM during the period of redirection and extension. The
amount and kind of TA is critical for its success. The structure
of the team proposed in the PPR is the outgrowth of intensive and
extensive discussion among USARID, GOS and Contractor staff in
evaluating the environment for small holder commercial production
and CAPM outputs produced to date.

The result is the organization proposed in Annex C which
identified the combination of long term and short term TR judged to
be cost effective.

Some of the requirements for short-term technical assistance
during the remaining life of CAPM have been specifically identified
such as irrigation system design and utilization, assistance with
company business plans, export market analysis, irrigation policy
and program implementation on GOS schemes, farm management
training, market investigations and banana growing and marketing.
Other needs are expected to develop as the project proceeds to deal
with constraints, issues and operational problems.
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The original PP team gave careful considefation was the use of
local technical assistants, pointing out that local people would
be reasonable in cost and would be more effective in carrying out
certain tasks. It was determined that the local marketing and
production advisors and field assistants with technical, local and
cultural knowledge local technical assistants would be cost
effective. Most importantly, as the companies grow, the local
staff will be well qualified as employees or entrepreneurs to carry
the TA initiated by CAPM in the private sector.

D. Training

The PP provided for larger amount of training than is
included in the proposed for the PPA. With the narrowing and
sharpening of focus for CAPM much of this is not relevant. Most of
the training included in the PPA is in-country hands-on training,
such as field days for the farmer and company participants in the
production and marketing activities. Therefore, the costs of
training in the PPA, exclusive of training that may be planned for
UNISWA when the UNISWA Linkage/TA program is defined, is included
in the IRR analysis. The costs of on—-the—-job training associated
with the provision of production and marketing technical assistance
to farmers and other participants is not specifically labelled as
training but is included in the IRR analysis.

The Linkage/TR grant provided for UNISWA/Luyengo in the PPA
redirects the resources provided for this component of the
project to focus on outreach activities in a manner which is less
costly and more cost effective given the current stage of
commercially oriented curriculum development and outreach
programs at UNISWAR/Luyengo. This conclusion was reached as a
result of extensive discussions between senior USAID mission
staff and the UNISWA administration.

E. Commodities and Supplies

Commodities for the UNISWA/Luyenpgo Linkage/TA grant will be
defined during the assessment and are included in the budget for
that grant. They will be based in part on a revision of the
needs assessment completed under the project. The cost of these
commodities was not included in the IRR analysis but considered
to be cost effective on the basis of the PP analysis and the
modifications developed during the consultations cited above.

The cost of the additional vehicles for local technical
assistance staff was included in the IRR analysis. The cost of
vehicles justified in the PP as necessary for long tern
expatriate technical assistance staff were not included in the
IRR analysis.

Basic office equipment —-— photocopier, computers, desks,
files, etec. were provided under the PP for the project support
office to assure that the CRAPM personnel will be efficiently
supported. Such office furnishings and equipment procured prior
to the effective date of redirection and extension were not
included in the IRR economic analysis. The costs of these kinds
of commodities incurred subsequent to that date were included.
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F. Management

The basic approach to management of the project has been
continued, but streamlined and focussed on the active program
approach outlined for the balance of the project. This was
described in Annex C.

G. Recurrent Costs

Generally the CAPM project was designed so as not to have a

significant impact on the recurrent costs of the ministries. The

recurrent costs relating to counterparts and trainees will be
less than previously projected. No-additional staff are proposed
as GOS counterparts. The central idea of CAPM is that the
technical assistance provided the companies and which is expected
to be continued will not reguire added GOS extension staff.

The CAPM TA team will work with existing GOS staff as
counterparts.

SECTION 11 QUANTITATIVE ANALYSIS

A. IRR Analysis

An internal rate of return (IRR) analysis was conducted for
assessing the costs (outlays) and benefits (value of output) for
Swaziland from the main project interventions from October 1,
1991 until February 28, 1994. The value of output and the
outlays, exclusive of estimated local itransactions, were
projected for a period of ten years. The basic assumptions for
the economic analysis are consistent with findings in the
technical, financial, and social analyses.

Production, costs and returns were estimated for the
participating farmers. Outlays for fixed capital investment,
sales and expenses were projected for the participating
vertically integrated produce companies combined.



The number of participating farmers, _
were derived from the technical and financial analyses as

follows:

Farmers: Number,

Area Cultivated,

area and production

Area Cropped and Production.

EX LT E L L EL L LT EEL LR L LSS A LSS ER R ER L L RS LR L L E T

Tons

4, 550
6, 825
9, 100
11, 376
13, 651
15, 926
18, 201
20, 476
22, 751
22,751

PRODUCTION

YEAR FARMERS ARER AREA
CROPPED CULTIVATED
X PR E L LS LS E L P L LIS S ST LSS LS LSS S ELESLLE T ST ELETEETE L L EE L S L R
Number Hectares
1992 &7 150 54
1993 101 243 at
1994 135 324 108
1995 169 405 135
1996 202 4835 162
1997 236 o066 189
1998 270 647 216
1999 303 728 243
2000 337 a09 270
2001 337 a0%s 279
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The company outlays projected for the economic analyses are

consistent with throughput generated by the projected farm

production and the budpet projections for the financial analysis.
The total projected outlays were adjusted to account for the

domestic content of the expenditures.



Company QOutlays: Cash Expenditures, Fiscal Years 1992-2001.
Thousand Emalangeni
T R R R Y Y e YT

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
A K 36 KT I KT IE K I K HEIE I I I IE NI I I I I I K I I K K I KK

VEHICLES 200 180 O 120 170 151 60 58 29 210
EQUIPMENT 130 120 0] 0 0 SO0 150 20 0 0
BUILDINGS 0 265 0O 0 0 o 40 0 0 0
REPAIRS &

MAINTENANCE 32 37 50 70 70 70 70 70 70 70
FUEL AND

0OIL 29 31 35 35 35 35 35 35 33 35
DVERHEAD 150 162 159 159 159 159 159 159 159 159

ADJUSTED FOR LOCAL CONTENT

VEHICLES 1_/ 135 122 0 81 117 101 41 39 19 142
EQUIPMENT 2_/ 102 az 0 0O 0 34 101 14 0O 0
%Eé;?égGi 2_/ O 180 0 0 0O 0 7 0 0O 0
AQINT. 27 & &5 41 - 48 48 48 48 48 48 48
FUEL AND

OoiL 3_/ 26 27 30 31 31 31 31 31 31 31

OVERHEAD 4/ 60 65 64 64 64 64 &4 64 64 64
2T R Y Y Y e TR AT A T L
TOTAL 345 0801 135 224 250 278 282 196 162 285
FHERERERXEEARRERFEEXXREEXRARREREX X RRRRE R R R XXX RN H R RN RHXH
1_/ PERCENT IMPORTED 68
2_/ PERCENT IMPORTED 88
3_/PERCENT IMPORTED 40

Aggregate outlays for the participating farmers were derived
from the data penerated for the preparation of the technical
analysis. The major part of the total input in vegetable
production is the result of resources of Swazi origin: management
and labor, land and water. However, the purchased inputs for farm
production — fertilizer, planting material, chemicals, fuel,
machinery — have significant imported components. The projections
of total cost for the participating farmers below are based on the
mix of crops suggested in the technical analysis. A weighted
average was derived based on estimates of the cost of purchased
inputs in budgets prepared for individual crops weighted by their
relative importance in the mix. The cost inputs were adjusted for
estimated local content.



Farmer Outlays: Cash Expenditures, fiscal years 1392-2000.

Thousand Emalangeni
R R Y Y R S T T T R T T IR R LT R TR XX e

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
3606 36 9K 2636 6 I e KT T T IE 6K T T I K T K T K I T KKK I I I

INPUTS 434 684 914 1,145 1,368 1,598 1,829 2,052 2,283 2,283
ADJUSTED FOR LOCAL CONTENT 1_/

INPUTS 307 465 622 778 930 1,087 1,244 1,396 1,552 1,552
3 K KKK T KT TN I T F I 66K T B HHE T I IEIEIE TN I K I 36 I K
1 _/ PERCENT IMPORTED =

The value of output was estimated at the level of sales by
the vertically integrated companies, appropriate for the
vertically integrated approach of the project. The estimates
reflect the strategy of aiming initially at regional, i.e.
domestic and regional export markets.

Value of Output

XS E L LT L L EL LS E LT EL LS L L E R L ESE LI R LA X L LR TR

LOCAL. REGIONAL OVERSEAS TOTAL TOTAL ADDED

SALES EXPORTS EXPORTS VALUE

KoK N I Fe e W B WK I K I K I NI N I N6 I eI I IE AT W I I K KXW N
Thousand Emalangeni Thous. US$ 1_/

1992 1,649 8z2 2_/ 2,471 913 719
1993 2,473 1,383 3, 856 1,428 1,123
1994 3,298 1,844 9, 142 1,904 1, 497
1995 4,122 2, 305 6, 427 2, 380 1,871
19%¢% 4,947 2,766 7,713 2, 857 2, 245
1997 5,771 . 3,227 8,998 3,333 2,619
1998 6, 596 3,688 10,284 3,809 2, 994
1999 7,420 44150 11,570 4,285 3,368
2000 8,243 4,611 12,856 4,761 2y 747
2001 8,245 4,611 12,856 4,761 3,743

HRFFEXRRSEERFEEEEERRRERERRERRRERIREX RN ERF RN ERENREERRRR XXX
1_/ EXCHANGE RATE ASSUMED: 2.7 Emalangeni = 1 US%$.
2_/ ULTIMATE POTENTIAL LARGE BUT NOT PROJECTED.

CONSIDERED EXPERIMENTAL DURING LIFE OF THE PROJECT.



Qutlays: Swazi Entities .
T T T T T Ry R R A P TR SI I T S E E  EE

FIsSCAL USAID 505 COMPANIES FARMERS MARKETING TOTAL
YEAR FEES 1_/

B R L T R R X X R R A Y R I s T R R R R
Thousand Emalangeni

1992 363 381 307 82 1,134
1993 372 S01 465 138 1,476
1994 198 135 622 184 1,139
1985 224 778 231 1,232
1996 258 930 277 1, 463
1897 278 1,087 323 1,688
1998 325 1,244 369 1,937
1999 196 1,396 415 2, 007
2000 162 1,552 461 2,176
2001 285 1,552 461 2,298
U.S5. Dollars 2_/
1992 1, 344 134 128 114 30 1,750
1893 1,377 138 186 172 51 1,924
1994 731 73 50 230 68 1,153
19935 a3 =88 ' 85 436
1998 95 343 102 542
1997 103 403 120 625
1998 120 461 137 717
1999 73 517 154 743
2000 60 575 171 803
2001 105 575 171 851

R I I T TR T F R A Ry IR 2 TR S Y TR Y
1_/ 10 PERCENT OF REGIONAL EXPORT SALES
2_/ EXCHANGE RATE ASSUMED: 2.7 Emalangeni = 1 UGs.

The net cash flow for computation of the internal rate of
return shown below was generated by subtracting the outlays
(expenditures) for all parties concerned adjusted for imported
content from the revenue . There is some production on the target
irrigation sites currently, primarily from one crop per season
and substantially below the level of yields/hectare necessary for
commercially viable production. ©So added value was selected as
an estimate of revenue. This is projected to occur from
attainment of higher yields, multi—-season cropping and targeting
production for higher priced markets.
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FY REVENUE EXPENDITURES NET CASH FLOW

U.S.$ U.S. $ U.S. %
1992 719 1, 750 -1,031
1993 1,123 1,924 -801
1994 1,497 1,153 344
1995 1,871 456 1, 415
1996 2,245 542 1,703
1997 2,619 62s 1,994
1998 2,99 717 2,276
1999 3, 368 743 2,625
2000 3,743 806 2,937
2001 3,743 - 851 2,891

IRR S53.2 percent

Part of the reason for the high IRR was that "sunk”
investment in the irrigation sites tarpgeted. Nonetheless, a larpge
investment is necessary in existing irrigation site
rehabilitation and improvement to bring their productivity up to
the level required for commercial success. This is included in
the proposed budget for the GOS in this PPA for the sites
targeted. Future expansion beyond this would require
additional investments not projected in this analysis.

B. Economic Risks

The economy of Swaziland is relatively stable as is the
agriculture here. The political situation in Swaziland is
stable. There have been no major changes in the ministries since
those made during the preparation of the PP which delayed
preparation of the PP, The GOS budgetary situation has been
relatively stable the past few years.

The principal economic risk influencing the project impact
for the target group reaching its full potential is achieving the
level of productivity found possible in the technical analysis
and which is essential for commercial success in competition with
other producers in southern Africa and elsewhere. The strategy
is outward looking and cannot rely on government protection
measures for success.

A reduced performance scenario which assumed a revenue
reduction of 30 percent was analyzed. This could occur from
lower harvested yields or failure to recognize available market
prices. The former is far more likely to occur than the latter
as the markets targeted are relatively strong and growing.

The CAPM strategy does not rely on any single market as
outlets for the produce. This is an important means of reducing
risk for the growers and the companies. For example, the
domestic market is comparatively easy to saturate with particular
vegetable at a particular time. This has been experienced in
domestic markets in the most favorable growing season with
tomatoes and cabbages, popular crops small scale Swazi growers.
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C. Sensitivity Analysis

30 Percent Revenue Reduction

FY REVENUE
U.S. $

1992 504
1993 786
1994 1,048
1995 1,310
1996 1,572
1997 1,834
1998 2,096
1999 2,358
2000 2,620
2001 2,620

IRR 27.8 percent

A "bad case"
of outlays and a reduction of 50 percent

EXPENDITURES
Uu.s. s

1,
1,
i,

750
924
153
456
542
625
717

- 743

806
831

NET CASH FLOW
U.S. $
-1,247
-1,138
-105
853
1,029
1,209
1,378
1,614
1,814
1,769

scenarioc was projected assuming the same level

results are summarized below.

50 Percent Revenue Reduction

FY REVENUE
U.S. %

1992 360
1993 S61
1994 748
1995 935
19986 1,123
1997 1,310
1998 1,497
1999 1,684
2000 1,871
2001 1,871

IRR 10.5 percent.

EXPENDITURES

U.S. ¢

1,
1,
1,

750
924
153
456
S42
625
717
743
806
851

in receipts. The

NET CASH FLOW

U.S.$
-1, 391
-1, 362
—405
479
580
685
779
941
1,065
1,020

The results of the IRR analysis show that a high level of
productivity by the farmers and effective marketing are essential
to realize the large benefits for small scale growers projected
based on the technical and soccial analyses. A revenue reduction
of 30 percent would result in a an IRR of 27.8 percent which is
in revenue by 50 percent would still
produce a positive IRR of 10.5 percent.

still substantial.
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The quantitative economic analysis did not take into account
the values that may result from expansion of production by the
actions of others, which could be inspired by CAPM facilitated
praoduction for the domestic and regional export markets or
successful penetration of overseas export markets as a result of
the trials conducted under the CAPM project. However, the impact
in both directians —-- more farmers, more area and overseas
markets —— is potentially very large given the natural
environment and market potential for cammercial irrigated
agriculture identified in the technical analysis.

There is significant potential for substantial impact on
auxiliary industries which was not explicitly recognized in the
gquantitative analysis. The expansion of the output of
horticultural and specialty crops resulting from the CAPM
praograms will also create a demand for goods and services that
can be filled within Swaziland. These include, for example,
boxes and other packing materials, plant propagation materials,
tomato stakes and sorting and repacking in consumer packs. The
project will concentrate on fresh produce, but there will be some
opportunities created for processing to deal with unavoidable
seasonal surplus for crops such as tomatoes.

In order to verify the economic return and impact of the
expansion and replication of the activities initiated under a
redirected CAPM Phase I, it would be desirable to conduct another
cost/benefit and internal rate of return analyses in 1993 to
guide the planning of future activities. A short-term economic
advisor can perform these analyses. With the costs and sales
data from trials and production and marketing programs in hand,
the economic analysis of the project can be based on actual data.

E - 12
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COMPONENT VI

ADMINISTRATIVE AND ORGANIZATIONAL




SECTION I
ADMINISTRATIVE AND ORGAMIZATIONAL

A. Background

The concept that the CAPM project should focus on the
development of private sector involvement in the marketing of
horticultural produce from the small—-scale irrigator in Swaziland
is analyzed from a technical standpoint in Component 11 and from

a social soundness standpoint in Component IlI1, and from a
financial soundness standpeoint in Component IV. In this

Component, number V, the ideas arising from those analyses are
examined in the light of administrative and organizational
considerations. :

B. Organization

1. Policy and Direction

Appendix 0OA-1 is a representation of the environment in
which the Project is expected to operate. At the top of the
chart is the overall controlling component of the project, which
is expected to consist of two hierarchal committees which will
determine the policy and direction of the project. The present
overall controlling committee will continue to exist as the
Project Steering Committee (PSL).

A newly formed project Working Committee will be constituted
with nominee(s) from appropriate GOS ministries, the United
States RAgency for International Development (USAID), the prime
contractor, the private sector, small-scale farmers, and general
managers from companies involved in the marketing of the
horticultural produce from small-scale irrigators. This working
committee will oversee the project and previde practical advice
and direction.

c- Executive

Those involved in the implementation of the project are
represented in the section of Appendix 0OA-1 labeled "Executive."
Three sets of players are seen to be involved in this process.
Depicted first are the small-scale farmers, who are the ultimate
targeted beneficiaries of the project as a wholej; secondly are
shown the marketing companies that will be assisted so that a
sustainable horticultural marketing infrastructure can be
established in Swazilandj; and thirdly are shown the CAPM team
members who through targeted efforts, expertise, and specific
inputs, are expected to facilitate the achievement of the project
objectives. Functional and working relationships between all the
"players” shown in this chart are detailed and discussed later in
this paper.
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C. Milieu

A third component of the project environment, may be termed
its "milieu". Milieu is a French word which means:
"environment,"” "state of life,” or "social surroundings." The
milieu or social surrounding described in this paper is comprised
of all other parties that in one way or another are expected to
affect and/or relate to the project, its participants, activities
and particularly, the small~scale farmers. {See Appendix 0A-1
and 0A-4.)

1. Farmers fAssociations.

Many of the irrigation schemes have constituted
associations. While it is expected that the relationship between
the farmers and the others in the project will be direct, where
necessary, specific liaisons will take place with farmer
associations. This will be particularly important when group
matters are of concern; for example, on an irrigation scheme when
repair of the irrigation facilities as a whole is required. In
such cases, liaison will probably be best achieved through the
farmers? associations.

2. Traditional Leadership

The success of the project will depend on the goodwill,
and indeed the active patronage, of the traditional leadership in
Swaziland. The crucial role that the chiefs are likely to play
has been recognized and is described in Component 11I, Social
Sgundness fAnalysis, The responsibility for ongeing liaison with
tha chiefs is included as a component of CAPM's contribution to
the project, detailed below.

3. Input and Credit Suppliers

While it is expected that the marketing companies will
supply the small-scale farmers with some of their reqgquirements
for crop inputs, other suppliers are expected to continue to
operate. If the marketing companies are unable to offer credit,
as will probably be the case, the companies may find it
convenient to act as a conduit for other suppliers of credit.

&, Horticultural Campaign Committee (HCC)H

The Horticultural Campaign Committee of MOAC is
expected to be a key participant in the horticultural development
in Swaziland. The objectives of this project agree with these
of the HCC. The CAPM project and the HCC are expected to work
closely together, to their mutual benefit.

5. Extension Agencies

The project is not expected to displace any of the
existing extension activities underway in the small-scale farming
sector. Indeed, the project will benefit from inputs from
the Government and other extension organizations.

—
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&. Hawkers

In the past, hawkers have provided a valuable, although
unreliable, market outlet for the small-scale farmers. The
project is not expected to displace them, nor is the project
expected to be threatened by them. Hawkers will still have
their particular niche to serve, and will complement the
activities and benefits that the project is expected to advance.

7. NAMBoard

The Horticultural Wholesale Market operated by NAMBoard
is a major influence in the horticultural environment in
Swaziland. It is anticipated that CAPM and NAMBoard will
complement each other’s activities. NAMBoard agents could well
become a major outlet for the companies, to the benefit of all
parties.

8. Government

There will be a need for ongoing liaison with
government officials at all levels throughout the l1ife of the
project. Participants will need to keep in regular contact with
those officials who will influence their particular
responsibility.

NS



SECTION II
PROPOSED STRUCTURES

A. Companies

The organization structure, as it is envisaged for the CAPM
Team and the companies in the early stages of the project 1is
shownr on Appendix O0A-1 within the section labeled "Executive."
Appendix OA-2 shows these organizations as they are expected to
be after the end of the CAPM project. This evolution of the
organization is expected to occur as the companies grow and as
the need to specialize develops.

The CAPM project is expected to stimulate the growth of at
least two Swaziland companies in the business of marketing
horticultural produce on the domestic, regional and overseas
markets. The multilateral nature of CAPM?s intercession is
demonstrated on Appendix 0A-1 in the depiction of two stacked
organization charts. The various companies invaolved, however,
may not necessarily mirror each other exactly.

Initially the companies are expected to be lean. The pgeneral
manager will have, in addition to the management of the company,
the portfolio of marketing which will include negotiating with
buyers, assessing the needs of the market, pricing, etc.

The operations manager will be responsible for the link
between the market and the producers. He will negotiate
contiacts with the growers, orpganize inputs for the farmers,
plan production schedules in relation to market needs,
arvrange for collection of produce, organize conscolidation,
grading and packing, as well as dispatch and delivery to
respective buyers.

Key perscsons in the orpganization will be the proguction
facilitators (PFs). They will provide the vital link between the
market, the cumpany and the farmer. It is envisapged that the
PFs will reside amecng the farmers, and in all matters, represent
the company in its dealings with the farmers. The PFs will
maintain stocks of inputs and distribute them. They will arrange
and supervise production schedules, provide appropriate technical
infzormation teo the farmers, and assist in organizing harvest,
grading and packing. Most importantly, they will communicate
with the operations manager to ensure that inputs arrive on time,
that produce is harvested and collected at the correct time.

From the start of operations, the companies will be
encouraged to employ qualified technical advisors who will be
responsible, inter-alia, for advising and assisting the small-
scale farmers with the production. The technical advisors will
receive intense training from the CAPM subject matter
specialists.

It is envisaged that support staff will be kept to a
minimum. The company will employ a number of drivers and other



support staff. A secretary/office orderly and a bookkeeper/
clerk may be necessary. :

In time, it is expected that the company will expand and
more staff will be regquired. In particular, it is expected that
the company will operate a nursery to provide seedlings of
the correct cultivars at the right time for optimum
production. A nursery manager and labor for the nursery
will be needed.

As the companies grow, it will probably be necessary for
them to enhance their marketing strengths with the enpgagement of
marketing assistants or marketing managers. Appendix 0AR-2 shows
how the companies may evolve after the CAPM intervention is
campleted.

An important feature of the organization of the project is
the idea of direct association bhetween the companies and the
individual farmers. The absence of any intermediary in the
link between the farmers and the marketeer will ensure the most
efficient communication between them and ensure that the
commercial objectives of both the farmer and the marketeer are
not diluted or distorted by outside influences. However, it is
envisaged the all parties; farmers, companies, and the CAPM teanm,
will liaise with the other organizations in the environment when
this will be of benefit.

B. CAPM Team

It is proposed that the CAPM team be constituted to provide
solid capability in the fields of agribusiness management, in
horticulture, in irrigation technology, and in horticultural
marketing, with all it entails. It is proposed further that the
team should be strengthened with the participation of Swazi
specialists, who will assist the expatriate team members and at
the same time, gain invaluable knowledge and practical experience
in horticultural production and marketing. The Swazi team will
be the means by which the benefits of the CAPM horticultural
concept can be perpetuated in Swaziland after the project
has ended.

The proposed organization of the CAPM team and its Swazi
counterpart is shown in Appendix 0A-1. Functional and working
relationships, and scopes of work are detailed later in this
paper, and in Appendix 0A-3.

i. Chief of Party/Agribusiness Specialist/Swazi Project
Coaordinator ’

It is proposed that the position of Chief of Party, who
will be responsible for the overall control and coordination of
the project, is filled by the agribusiness specialist. He
will be assisted by a Swazi project coordinator.



2. Horticulturalist

There is a great deal of information available in
Swaziland on the various horticultural crops that can be grown in
the country. However, this information is not readily
disseminated to the small-scale farmer. The successful

development of the horticultural industry in Swaziland will
depend on the small-scale farmers being able to achieve the
yields envisapged. The horticulturalist will play an important
role in ensuring that farmers are given every chance of success.
New varieties of current horticultural produce and completely new
croos may be needed in the market.- This is especially true of
the overseas market. The horticulturist will have, as an
additional responsibility, the field trial and testing of new
horticultural products that are expected to be required in the
newly penetrated markets.

3. Irrination Specialist

For the farmers to achieve the yields envisaged in the
projezct, it will be essential that the irrigation facilities be
used to maximum effect. Especially in the early years, when a
market driven expansion of horticultural production is expected,
it will be essential that production is not hampered through
ineffective irrigation techniques. It is currently anticipated
that the irrigation specialist will be used on an intermittent
bazis, depending on particular needs.

4, Swazi Production Coordinator

The horticulturist and the irrigation specialist will
be assisted by a Swazi production coordinator, who will work
closely with them both. His or her major task will be to liaise
with the technical advisors and operations managers of the
companies. As part of a "hands-on” training program, he or she
will be expected to be able to gain detailed knowledge of
horticultural production on small—-scale irrigation facilities.

S. Marketing Facilitator

Knowledge of, and expertise in, regional and overseas
marketing of horticultural produce is lacking in Swaziland.
Currantly, there is not a highly developed export horticultural
businass 1in the country, To overcaome this deficiency, and with
the aim of endowing a fledgling horticultural industry with as
much knowledpge as possible in a short time, it is proposed that a
marketing facilitator be added to the CAPM team. This person
should have extensive practical knowledge of the marketing of
horticultural produce into external markets. He or she should
have the ability to impart skills and knowledge in all aspects aof
horticultural marketing, from post-harvest handling, to packaging
and transportation, to negotiating with the buyer.
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6. Swazi Marketing Advisor

A marketing advisor is proposed as a counterpart for
the marketing facilitator. He or she will assist the marketing
facilitator, and in the process, should gain skills and insight
into horticultural marketing.

i Swazi Field Assistants

It is proposed that the CAPM team employ a number of
Swazi field assistants who will work with the technical
specialists and the production advisor, and also liaise closely
with the PFs and the small-scale farmers. The number of field
assistants will vary depending on the project’s stage and on
needs as they develop. It is expected that up to six field
assistants may be employed.

C. Government of Swaziland (GDS)

The various GOS ministries as well as UNISWA/Luyengo will be
integrally involved in providing support to the project.
Activities conducted through the university’s proposed "outreach"
program, the MOAC extension program, NAMBoard marketing
operations, and MCIT’s agribusiness promotion and assistance,
among others, will be incorporated in the ongoing operations in
support of the project.

The Project Steering Committee, which is constituted by
Principle Secretaries from the MODAC, MCIT, Department of Planning
and Statistics (DEPS), MOF, MOE and UNISWA/Luyengo administrative
members, will continue to provide overall scope and direction to
the project. The yet—-to—-be-created Working Group, made up of
private and public sector leaders, will provide practical advice
and direction to the preject.

It is also anticipated that the BOS will be making
substantial contributions to the project in terms of
infrastructure support to the irrigations schemes which are
targeted for project assistance.



SECTION III :
WORKING RELATIONSHIPS AND FUNCTIONS

Appendix OA-3 shows the expected working relationships that
will operate among the participants in the project, while
Appendix OA—4 shows the relationships and linkages between these
participants and other parties. A unit comprising the CAPM Chief
of Party and the project coordinator will provide advice and
assistance to the general managers of the companies, (see
Appendix 0A-3). This unit will have the added responsibility of
liaising with the government, traditional leadership, farmers
associations, and other regulatory and influential bodies
{(Appendix OAR-4). '

The CAPM technical specialist and the production coordinator
will have responsibility for liaising with the operations
managers in the companies and with the company technical
advisors, They will also keep in close contact, on a technical
level, with the MOAC, the University of Swaziland, and the
Malkerns Research Station. Through the field assistants and the
production facilitators, the technical specialist and the
production coordinator will provide technical advice and
extension to the small-scale farmers.

The primary function of the marketing facilitator and
marketing coordinator will be to create and maintain a linkage
between the company and the markets. The marketing facilitator
will interact with the general managers and, if employed, the
marketing executives of the companies. He and the coordinator
will also interact with the operations managers and company
technical advisors, the suppliers of inputs, the HCC, buyers and
hawkers and with NAMBoard.

=
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SECTIONM IV
SCOPES OF WORK

A. The Companies

1. General Mananer (GM)

The BGM will have the function of overall management and
personnel component as well as policy decisions and financial
control. He should have proven abilities and experience 1in
management at this level.

At the outset of the redirection and extension, it is likely
that be will also be responsible for the marketing portfolio of
the company. It is essential, that even if the company expands
to include a marketing manager as projected, that the GM has
significant "hands-on" experience in this critical field. He
will therefore be initially responsible for market contact and
information, which will be necessary for procurement programming.

Initial structural proposals do not include a specific
financial controller, so the GM will be responsible for the
financial liaison and control of the company. Proven ability
here is essential, given the financially sensitive nature of the
business.

2 Marketing Manageyr (MM)

As outlined above, this post may be created after the
project is underway. The incumbent would, however, be directly
responsible to the GM and would be concerned with creating and
maintaining the market links required for the efficient and
profitable operation of the company. As this is possibly the key
position in this company, it is essential that this position 1is
filled by someone with experience in the field, even though the
GM will be able to provide some support.

The MM will be required to liaise with both the aperations
and technical managers to provide the market feedback reguired to
generate the correct production programs as well as the possible
changing guality or presentation regquirements, the interpretation
of new crop trends. Because of this liaison regquirement, same
technical background will be of value for this position.

3. Operations Manager {(CM)

This position is responsible for coordinating all
aspects of production; from field programs to input requirements
and transport. The position reports directly to the GM but also
communicates with both the marketing manager and technical
manager to determine production programs. Since this position
reqgquires significant local knowledge, experience in the
commercial sector in Swaziland will be essential. It is also
important that the incumbent has the ability to communicate
effectively with and understand small-scale SNL producers.

The OM will be required to control a field force of production
facilitators (2 initially). He will ensure that the production
facilitators carry out their duties effectively and in the
company?s interest.
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4. Technical Advisor (TA)

This position is the key to the companies sustainabili-
and vertical—-integration of the systen. It is essential that th
company stimulate production by the SNL producer, to the highest
level possible. To achieve this, technical knowledpge covering a.:
aspects of small-scale horticultural production will be required.
This includes irrigation and systems maintenance, land preparatiocn,
crop scheduling, production practices including pest and disease
control as well as post-harvest processing and storage. Complete
knowledge of all these areas is not necessary in the initial stanjes,
while CAPM assistance is available, but the incumbent must be able
to assimilate and utilize available technical data to the advantage
of the small—-scale producers. It 1s through this position that all
technical constraints will be directed for sclution. The technical
advisor will act as a horticultural resource specialist, support.r-
the production facilitators. He/she must become familiar with
sources of technical and horticultural information and use themn.

S. Production Facilitator {PF)

This position is the key to the sourcing power of the
company, and provides the essential contact with the small-scale
producer. The PF will provide a two way communications linkage,
transmitting the information originating from the company’s
management structure to the SNL producer, and in turn, informing
management about the producers? constraints and suggestions. The
incumbent must have an ability to communicate well with, and
maintain the trust and loyalty of, the SNL producer. He should
begin with a technical background, roughly eguivalent to that of
an agricultural extension agent. On-ths-job training through th:
company wiil ensure that this technical krowledge is reinforced.
The PF will be reguired to live and work in the target community,
and will work closely with the farmer—-producers, meeting with
each farmer two to three times per week throughout the growing
season.

B. The CAPM Team

i. Project Coordinator (PC)

This position is essential for guiding the project in
the proposed way and ensuring the successful introduction of the
concepts to both the producers and government bedies. This
position must be filled by a Swazi who has extensive knowledge of
both the rural communities and government—level problems and
objectives. The incumbent will work directly with the
agribusiness specialist/Chief of Party, and will form the link
between USAID/CAPM and the commercial world via companies?
general managers.

2. Production Advisor {(PA)

The PR will be the Swazi counterpart for both the CAPM
expatriate horticultural and irrigation specialist. He/she will
provide the link between the CAPM component and the middle
management teams in the company structures who require production

o - 10

W



assistance, the operations manager and production advisors. The
incumbent should have a technical background, at least at a
qualified technician level, with emphasis on practical as well as
theoretical knowledge. His or her technical knowledge will be
developed further through on—-the—-jaob training.

3. Marketing Advisor (MA)

The MA will be a direct counterpart to the expatriate
CAPM marketing specialist, and as with the PA, will provide the
link between the CAPM and middle management components of the
companies requiring marketing input. Requirements for this
position include, but are not limited to, commercial experience
in a service or commercial field. Good communication skills are
essential.

4, Field Assistants (FQ)

This position falls under the CAPM PA and reguires
abilities similar to the company's production facilitator. The
FA's task will be to act as field support for the small-scale
farmers, providing two way communications between the company and
the producers.

5. Pgribusiness Specialist/Chief of Party {(ABS/C0OP)

It is felt that the present position of the COP in the
CAPM styryucture shall continue to be combined with the
requirements of the agribusiness specialist. The ABS/COP will be
required to liaise with all senior partners in this project:
UsAID, MOAC, and the company general managers as well as the CAPM
project coordinator.

6. Irrigation Specialist (I5)

The need to improve farmer yields requires the
dedicated services of a practical irrigation specialist. This
intermittent position will liaise directly through the Swazi team
counterpart of production advisor and to the technical advisors
in the company structures, He will also assist in designing and
monitoring structural improvements made to the schemes. It is
essential that this position is filled by someone who has the
ability to understand small-scale irrigators and their problems,
and bhe able to communicate complex techniques at their level.

The IS will report directly to the ABS/COP.

7. Horticultural Specialist (HS)

This position is essential for two reasonsj; primarily,
to maintain the development drive into new crops and cultivars
which is important for extending the season of production, and
secondly, to ensure that sufficient and appropriate technical
knowledne reaches the small—scale irrigators through the
praoduction advisor and field assistants in the CAPM Swazi team
and te the company technical representatives, the technical
advisors. A practical approach is essential, as is the ability
to communicate complex concepts to all levels in the system.

0 - 11
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a. Marketing Facilitator (MF)

This position is critical to the successful development
of the commercial interventions proposed, as marketing is one of
the weakest links presently within the system. The MF must have
the ability to understand the requirements of the market and be
able to implement these on a small—-scale system of production.

He or she must be able to communicate the market®’s reguirements
to tire producers, at their level, while maintaining guality and
guantity reguirements. He or she will liaise with the marketing
compeonents of the CAPM Swazi team and the marketing advisor. He
or she will ensure that the information is correctly communicated
to the field agents at all levels via the marketing managers.

The ability to communicate well at all levels in this position
cannot be overemphasized.
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