POSITIONING AGRICULTURE IN A GLOBALISED WORLD

Distinguished guests, Deputy Vice Chancellor and Head of College, Fellow Alumni, Ladies and gentlemen, I am indeed honored to have been asked to present at this memorable occasion. There is no doubt in my mind that University of Kwazulu Natal graduates are a pick above the rest – I have been privileged to have worked in two agricultural industries that I believe are world class –sugar and citrus, and in both of these industries I have been able to surround myself with excellent staff – the vast majority having studied Agriculture at this establishment. I would like to pay tribute to the late Prof Bierman, and to Professors Niewoudt, Lyne and Ortmann for their guidance during my years of study, and for the caliber of students that they have made available to the Agricultural sector. When a UKZN agricultural student was doing the job you knew it would be done well.

In addressing the topic “positioning agriculture in a globalised world” I am largely going to make reference to the citrus industry. I do this because the South African citrus industry is world class. It is the second largest exporter of citrus fruit by volume in the world – accounting for over 10% of global exports. During our southern hemisphere citrus season, one of every two citrus fruits imported by northern hemisphere countries comes from South Africa. The South African citrus industry is the highest earner in South African agriculture in terms of foreign exchange, and we export to just about every country in the world. Since deregulation in 1997 export volumes have increased at an average of 7% every year.
In positioning an industry there are some global factors that you cannot plan for. One of these is the global economy, and the other is climate. Recently weather events have been both more extreme and more frequent. I will concentrate on factors that are largely within our control and will outline eight factors that are critical to global competitive positioning. The relative importance of these factors will differ depending on the agricultural sector you are dealing with, but all play a role. Some of them are more specific to fresh produce. 
It might be fairly obvious, but the most important factor in the fresh fruit sector is quality. In an undersupplied market marginal quality may find a buyer, but in most circumstances poor quality fruit is either discarded or heavily discounted. The proof of this is in market price listings from abroad – for oranges from Argentina there is always a discount of 10 to 20% on the prices paid for South African oranges. South Africa first exported citrus to the UK in 1906 – and in the 100 years since then the fruit offer has been manipulated so that we now meet market requirements. And its not one size fits all – due to our geographic spread of markets we are able to offer different specifications into different markets depending on their preferences. For example the British prefer Satsumas – a product that is at best slightly sweetened water and not in demand elsewhere in the world. In oranges the British prefer an insipid low colored fruit, thank goodness as the Far East prefers dark, rich colored citrus fruit. These market specifications in terms of colour, sweetness, size and appearance have been learnt and developed over the years. Research has been conducted to enable growers to produce the desired fruit, standards have been set and legislated to ensure that the required fruit is packed, and the inspection agency, PPECB, inspects every consignment to ensure compliance. A tremendous amount of post harvest work has been done so that citrus is packed, stored, transported and shipped at optimal temperatures and under optimal conditions. Do we always get it right? NO – we now export 90 million cartons of citrus, and we do have some problems. But we have developed institutions such as the Citrus Marketing Forum, Variety Focus Groups, Market Focus Groups and the Cold Chain Forum to deal with these challenges. Procedures have been put in place to ensure that we do not go into crisis management whenever a problem occurs.

Those who deal with the export of fresh produce will know that a country’s pest and disease profile can exclude its produce from many markets. These are termed phytosanitary issues, and are one of a raft of non tariff barriers that can impact on trade. Being a member of WTO, South Africa has signed the International Plant Protection Convention which aims to reduce the spread of pests and disease through trade, while impacting as little as possible on the freedom to trade. In many cases phytosanitary issues are used improperly, and are just a measure to protect domestic producers. But in some cases these measures are necessary to protect a country from the establishment of a new organism. South Africa has recently had to prohibit the movement of avocados from Kenya, bananas from Mozambique and watermelons from Namibia due to a new fruit fly having been discovered in these countries. Unfortunately over the years we have become host to many citrus pests and diseases – fruit flies, false coddling moth, and citrus black spot being the most problematic. We are still able to export to as many countries as we do through the work of research into developing mitigation treatments and systems to deal with these pests and diseases.  
The phytosanitary issues of exporting fade into the background if one also considers the impact that new pests and diseases can have on production. Asian Greening is decimating Brazilian citrus orchards. The Florida citrus industry is now down to the least number of trees since their tree census began in 1942 due to the combined impact of citrus canker, Asian greening and real estate development. Witness also the demise of the Queensland soft citrus sector, destroyed as one individual imported canker infested propagation material into Australia. Once again industry wide surveillance to identify new threats is paramount, and growers’ ability to address new threats depends on ongoing research. The Citrus Improvement Scheme is essential in ensuring that disease free, true to type propagation material is made available to the citrus industry.
Food safety is now making front page news around the world; melamine in dairy products out of China and the deaths of people in the States from eating contaminated spinach makes consumers wary of the products they eat. They want assurance that the food they eat is safe. At the same time growers around the globe use plant protection products to maintain productivity and deliver a product of the required quality. Over the years chemical residue standards have been developed internationally – and the so called Maximum Residue Levels or MRL’s resulting from these standards means that even the most vulnerable members of the population are not under threat. And yet ignorant importers, buoyed on by sensation seeking NGO’s continue to place stricter than technically justified limits on growers and exporters. A lot of work is being done on minimizing the reliance on chemicals. I would like to highlight two initiatives that are being developed within the citrus industry. Cryptogran is a granulovirus developed by Sean Moore (a graduate from KZN Agriculture) for which he received an innovation award from Department science and technology – this is a non chemical solution to false coddling moth control and therefore has no residues. In Citrusdal Hendrik Hofmeyr developed sterile insect technology for false coddling moth, which has now progressed to commercial releases. Although a lot of research is geared towards minimizing use of plant protection products, the fact remains that the industry cannot sustain present production and export levels with zero residue limits. Consumers also need assurance of environmental issues – work is being carried out to determine the carbon footprint for citrus, while the concept of food miles is being debated in many fora. Worker welfare and the whole ethical trading debate is also being punted by many receivers, particularly retailers in the United Kingdom. Within CGA Paul Hardman is our consumer assurance guru – he completed an MSc in Agricultural Economics from UKZN.
All businessmen will tell you that products go through cycles, and that you need to continually be looking for new products. The fruit industry is no different, although the cycles may be longer. In the citrus industry the soft citrus sector has shown the importance of new product development and commercialization. New soft citrus varieties have extended the time that soft citrus is available on the shelves, and improved the taste and convenience of these products. The lemon industry has also seen the development of seedless varieties, while niche products such as blood or red fleshed oranges grab the attention of those seeking a different product. The apple industry is one that springs to mind when considering new products – every year heralds a new apple variety – from Pink Lady, to Cripps Pink and this year’s Jazz variety. It seems that apples are sexier than oranges. Given that fruit trees take three to five years to start bearing, and another five to get to a break even point, decisions on what variety to plant are taken very carefully.
These four factors all rely on one factor – research. Research is the key factor that underpins the work of the grower association, and I am not just saying that because I am speaking at an academic institution. Seventy percent of our budget is spent on research and technical market access activities. Since 1972 the citrus industry decided to plot its own destiny in terms of research. The Outspan Citrus Centre conducted this research through to 2000 – for some years your own Prof John Bower headed up the OCC. In 2000 the OCC was restructured into Citrus Research International – a research environment through which all citrus researchers collaborate rather than compete. The idea is to fund the best researcher to do the job, irrespective of where they may be working. At present the Chairman of CRI Jock Danckwerts and the CEO Vaughan Hattingh are both graduates from this institution, as are many of their researchers, Board and Committee members.
During the regulated era the citrus industry had perfect information. All citrus related activities were carried out by Outspan – this included research, extension, transport, port handling, shipping, market development and marketing. As a result the industry had reliable information on what area was under citrus, what varieties were being grown, what volumes would be available for export, processing and the local market. The “big bang” approach to deregulation meant that all this was lost. Everybody with a briefcase and cell phone became an export agent, decisions were taken with little information available, and many new agents and growers lost money. Over the years the Citrus Growers Association has tried to re-establish information systems so that informed decisions can be made. We now conduct a tree census as a base for forward planning. Annually we prepare forecasts of export volumes, and we have a long term model of export volumes – this is essential when talking to those who have to take long term decisions; such as the port and railway authorities. On a weekly basis we know what has been packed and shipped, and where it has all gone. Remember, we export 90 million cartons!! This information is vital in making decisions; this year we were able to notify the industry of excessive exports into Europe, which had an influence on later behaviour and possible averted big losses. Internationally we belong to the Southern Hemisphere Association of Fresh Fruit Exporters (SHAFFE). This Association includes eight countries in the southern hemisphere – all our competitors. On a weekly basis we share with them information on what is being shipped and where it is destined – so that we can all see where we are sending our fruit, and can react to an over or under supply – some have referred to this behavior as co opetition. We also meet twice a year and swap information and engage in joint activities. 
From our office in Hillcrest we get linked up three times a year to citrus suppliers in Turkey, Spain, Peru, Argentina, and the US and buyers in Germany, Russia, France, the UK and Italy to discuss the markets and supply conditions. This is particularly important at the change over from the southern hemisphere season to the northern hemisphere season. Isn’t modern communication technology amazing – from Hillcrest we simultaneously speak to colleagues in the citrus industry around the world – from London to Moscow.
Accurate, timeous information allows good decision making – good decision making places you in a position to avert disasters or take opportunities in a dynamic global environment. For this CGA has John Edmonds who studied Ag Econ, overseeing this activity.
During the regulated era the citrus industry invested in port terminal facilities in Durban, PE and Cape Town. Although these facilities are now in private hands, they are a huge strategic asset for the citrus industry, allowing us quayside access to ships in these ports. In years gone by all citrus was transported by train to Durban – in specialised wagons designed for the fruit industry. Today less than 10% of citrus volumes are transported by rail, with a consequent increase in road traffic and congestion. I am not sure how many of you have attempted to drive along Bayhead road in Durban recently; most evenings the road just becomes gridlocked with the container traffic heading for the stack (those who listen to the traffic report on East Coast radio will probably have heard the reports). 

There are huge opportunities to revert back to rail, and some initiatives (such as tonnage off tar) have started. The success will depend on the ability of transnet to improve on their service delivery – as fresh produce trains going to the wrong destination or being delayed for hours or days can have serious financial consequences.

It is pleasing to see the emphasis that government is placing on the infrastructure spend – albeit a little late. In order to compete we need to deliver what the market wants when it wants it. The reliability of our logistics and its infrastructure impacts on the ability to do this – if we fail there are many others waiting to take our place. And their governments and businesses have been investing in these areas while we have been doing nothing. To position yourself globally and be a preferred supplier you have to service the market reliably.
It’s no good having the product and all the means to get it to the market if the market does not know about the product. The fresh produce industry has the most amazing products; they are good for your health and taste good. But with a promotion budget dwarfed by the snack foods and junk food suppliers there just is not enough promotion taking place. Having said that, there are some opportunities to showcase our product to the trade. Such an event is run by another graduate from KZN now residing in Berlin. Gerald Lamusse is Managing Director of the company that organizes Fruit Logistica each year – the biggest fresh produce trade show in the world. Covering 80 000 square metres (that’s 16 rugby fields) the show has stands from 68 countries across the globe, with every manner of fresh produce. DTI assists Fruit South Africa (an umbrella organization for all fruit sectors) to have a presence at this show every year. Fruit South Africa has also had stands in trade shows in the USA and in Hong Kong.

Just as the world cup winners needed the experienced head of Percy Montgomery to team up with the exciting, impetuous flair of Frans Steyn; so the citrus industry depends on those with institutional memory, those who have traveled the citrus world and seen what works and what does not, to team up with youngsters who challenge conventional wisdom and bring new thinking into the industry. Through the Citrus Academy we hope to improve the skills levels of the industry. To date the Academy has developed training material on all aspects of the production of citrus, from site identification through to harvesting, and are now busy developing the same material for the packing process. In addition, the Fresh Produce Exporters Form (representing fruit export agents) has developed training material on the trade chain.

Probably the most exciting work of the Academy is its bursary scheme – with the majority of funds coming from the Citrus Industry Trust, the Academy invests more in bursaries than any other agricultural sector. We fund scholars at agricultural high schools and students at agricultural colleges and Universities. With funding from the IDC we are able to get Academy students to Conferences and Symposiums in South Africa and abroad. The Citrus Academy aims to stimulate skills development from the labour on citrus farms, through middle and top management right through to present and future industry leaders. The bursary scheme develops careers – by identifying scarce skills, choosing students studying the appropriate courses and organizing vacation work and internship training we hope to assist in keeping the industry capacitated with the right people to do the job.
One can develop the best systems in the world, the best institutions in the world; but if you don’t have the people to make it work it is all for naught.

At a recent fresh produce conference Clem Sunter urged us to celebrate success, let’s celebrate our world class sports teams, our world class agricultural industries, and let’s celebrate world class agricultural academic institutions. All the best for the next 60 years.
