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CITRUS GROWERS ASSOCIATION of SOUTHERN AFRICA

Suite 15, Marwick Centre, 30 Old Main Road, Hillcrest

P.O. Box 460, Hillcrest 3650, Tel : (031) 7652514 Fax : (031) 7658029

Reg.no. 2000/010147/08

APPLICATION BY THE CITRUS GROWERS ASSOCIATION OF SOUTHERN AFRICA TO THE MINISTER OF AGRICULTURE FOR THE IMPOSITION OF A STATUTORY MEASURE IN TERMS OF THE MARKETING OF AGRICULTURAL PRODUCTS ACT (Act No. 47 of 1996)

1.    Introduction

The Citrus Growers Association of Southern Africa (CGA) was successful in an application for statutory levies in March 2001. This levy was gazetted for four years, ending in March 2005. The Minister of Agriculture, National Agricultural Marketing Council, Parliamentary Portfolio Committees and citrus growers have reaped the reward of their foresight in the introduction of this levy. The citrus industry has seen considerable growth in exports, jobs have been secured and market access has been assured. It has been evident during this period that commodities with statutory research levies have progressed, while those without have floundered.

The CGA Board has (after consultation with their constituents) decided to apply for a new statutory levy beginning in April 2004. The re application is being done a year early in order to reduce insecurity in the research fraternity, ensure sufficient funding for transformation activities of the Association, and address new requirements identified by growers.

The CGA has been extremely successful in the collection of the statutory levy. With the assistance of exporters in excess of 95% of the levy has been collected in 2001 and 2002. Growers have been widely consulted on their payment preference, and the vast majority have opted to continue statutory levy funding at the higher level required to address all grower requirements. 

During the two years of statutory levy funding the CGA has developed an efficient citrus research body – Citrus Research International (CRI). All citrus research is conducted under this umbrella organisation. Approximately 80% of the levy collected is spent on research.

2.     Applicant

The applicant for the measure set out in this document is the Citrus Growers Association of Southern Africa, a section 21 company, registration number 2000/010147/08.  The Association has as its members, growers from all citrus producing regions in Southern Africa.  Each region is represented on the Association’s Board.

3.     The product to which proposed statutory measures will apply
        The measure will apply to all fresh citrus fruit produced for export.

4.     Statutory measure requested in terms of the Act
The purposes and aims of the measures applied for in terms of section 10 of the Marketing of Agricultural Products Act (Act 47 of 1996) are:

a)         The introduction of statutory levies in terms of section 15, by notice in the Government   Gazette, and to direct the producers of fresh export citrus fruit to pay such levies to the Citrus Growers Association at the time and in the manner for utilisation as specified.

b)         The keeping of records and returns in terms of section 18; by notice in the Government Gazette, and to:

 Direct that the producers and exporters agents shall keep records and returns with regard to the   products as specified herein, and direct that such records and returns be furnished to the Citrus Growers Association; and

Direct that such records and returns be kept for the period and furnished to the Citrus Growers Association as required to ensure payment of levies and informed decision-making.

c)
The registration of persons in terms of section 19, by notice in the Government Gazette, direct that, the persons who produce or export the products specified herein, shall be registered with the Citrus Growers Association.

5.     Objective of the measure (Section 15), motivation and relevance to Section 2 of the Act

The relevant strategic objectives as identified by the CGA Board are as follows:-

5.1. Gain and maintain market access.

5.2. Fund and control research and development.

5.3. Set fruit quality standards.

5.4. Communicate effectively.

5.5. Drive citrus industry transformation.

The statutory measure is applied for the expenditure on meeting these objectives, which will be conducted in a programme and project framework.  The programmes are as follows:-

Programme – Citrus Improvement Programme (CIP)

This programme will include an assessment of market needs, the breeding of new cultivars to meet assessed needs, development of better rootstocks and the evaluation of cultivars and rootstocks. In addition quarantine issues will be addressed, in particular through the shoot tip grafting process.

With the acquisition of the Citrus Foundation Block (CFB) the CGA is now in a position to control the first step in ensuring healthy propagation material. Within the CIP, nursery accreditation and tree certification will ensure that orchards start with disease free trees.

Intellectual property rights belonging to citrus growers will be addressed within the CIP, as will the commercialisation and distribution of cultivars developed using grower funds. 

Programme – Crop and Fruit Quality Management Research

This programme will include yield manipulation, fruit size, external appearance, rind condition and internal quality.  These projects will enable the South African producer to meet the demanding standards set by the major export markets. 

       Programme – Disease Management Research

Projects will cover graft transmissible diseases, soil borne diseases, fruit and foliar diseases, biological control, packhouse procedures and the cold chain.

       Programme – Integrated Pest Management Research

Projects include Thrip, red scale, sporadic and disruptive pests, non-target effects, False Coddling Moth and fruit fly.  These projects will change as new threats develop.

       Programme – Market Access Coordination
Projects include residues, coordination of market access diseases research, market access pest’s research, disinfestation treatments, risk analysis and mitigation.  In addition, economic analysis on the profitability of markets, elements of the cost chain and access to new markets are included.

       Programme – Technology Transfer/Communication

It is imperative that research results reach those who will apply them.  To this end the holding of research symposiums, grower workshops and field days, the development of a website and production of research newsletters is undertaken.

Within CRI an Extension Manager has been appointed. He links into collaboration groups in all citrus growing regions – in order to transfer technology. Growers have indicated a need to increase the extension personnel.

Programme – Representation

It is essential that funders of research have representation on the bodies determining the spending of these funds. In an industry as widespread as the citrus industry it is essential that all citrus growing regions be represented on the policy-making bodies and in the setting of research programs and projects. In addition it is important that the growers as a whole are represented in any discussions, forums or bodies dealing with the citrus industry.

The objectives of the Marketing Act (Section 2) are enhanced as follows;

a) Increasing of market access for all market participants

Research conducted to gain new markets and maintain existing markets benefits all market participants. The thrust of all the programs is to increase world market share for South African fruit. In the recent past large areas have been planted to citrus, the full effect of this increased production is still to be felt. The activities funded by the statutory measure will go a long way towards finding markets for this increased production.

New entrants to the citrus industry need to be assisted in gaining the skills necessary to actively participate in the export market. Within the transformation budget substantial funds will be made available for skills training and mentorship. The CGA will work with exporters in terms of social equity brands. 

b) Promotion of the efficiency of the marketing of agricultural products

Efficiency in marketing starts with the ability to export into markets of choice and includes choosing the right markets. The statutory measures would mean that growers could have a choice in the destination of South African fruit and would be in a position to make informed decisions. 

During 2003 in excess of 70 million cartons will be exported (up from 58 million in 2002). This added volume has put extreme pressure on transport, infrastructure, shipping and inspection services. The CGA has worked extensively with government and service suppliers to ensure the efficient exports of ever growing volumes of citrus fruits.

c) Optimisation of export earnings from the agricultural sector

Export earnings are highest in the most discerning markets. These markets usually have strict sanitary and phytosanitary restrictions; have domestic citrus producers who are averse to imported fruit; and expect a high level of technical expertise from the exporting countries. The high level of expertise within citrus research institutions in South Africa has allowed growers to export to these countries. As these sanitary and phytosanitary barriers to trade become increasingly onerous, it will be the countries that maintain the technical expertise necessary to combat these barriers that compete for market share. Countries that fail to comply with, or do not have the technical competence to challenge these requirements, will lose regardless of their abilities to produce good quality fruit. It is the aim of this statutory measure to ensure that South Africa maintains the research infrastructure and competence to gain and maintain market access at the expense of those who do not invest in their own capacity.

The present export earnings of over two and a half billion rand per annum could be significantly enhanced through the programmes listed above.

d) The enhancement of the viability of the agricultural sector

Citrus fruit accounts for the largest earnings in the fruit sector and is one of the largest foreign exchange earners in the agricultural sector. The citrus growing activity is labour intensive and provides work opportunities to people in the rural areas. In this regard citrus growers are important employers in the Northern Province and the Eastern Cape, two of South Africa’s poorer provinces. Although South Africa is the thirteenth largest producer of citrus, it is the third largest exporter of fresh citrus fruit. The statutory measure aims to maintain the position of South Africa in the citrus world and to exploit new opportunities that could enhance this position. 

The statutory measure would not be detrimental to food security – citrus fruit is available on the local market at extremely low prices.

The statutory levy would not be detrimental to the number of employment opportunities within the economy – the citrus industry employs over 100 000 workers in the poorer rural areas of South Africa. By maintaining and gaining market access the levy will secure the jobs of present workers, and lead to new jobs. The level of the levy would not impact on grower’s ability to employ the present labour force.

The statutory levy would not be detrimental to fair labour practice.

As further motivation  please consider the Annual reports of the CGA and CRI for 2001 and 2002.

6.     Date of implementation and duration of statutory measure
The measure requested  should be implemented at the beginning of April 2004.

Considering also that;

· The NAMC must monitor the application of statutory measures, report thereon to 

the Minister and evaluate and review such measures at least every two years.

· The Minister may revoke a statutory measure, and

· A directly affected group or the parliamentary committee may request the repeal of a statutory measure; it is proposed that the initial duration of the measure be four years from the date of   implementation thereof.

7.     Area in which statutory measures will apply
The proposed statutory measure should apply to the whole of the Republic of South Africa, in order to have a uniform levy.

8.     Categories of directly affected groups who will be affected by the statutory measures

        Citrus growers producing fresh citrus fruit for export.

9.     Extent to which affected groups have been consulted
A series of workshops were held during February and March 2003. The purpose of these workshops was to highlight the activities conducted by the CRI and CGA. All citrus growing regions were visited, and all meetings were well attended. The CEO of CGA, General Manager of CRI and Extension Manager of CRI addressed these meetings. The CGA and CRI were congratulated on their activities to date. 

The directors of CGA have canvassed their constituents to determine the level of support for this levy application. An overwhelming majority of growers have pledged their support for the new levy application.

A referendum is being conducted under the auspices of the National Agricultural Marketing Council. The results of this referendum will confirm the level of support for the levy.

10.   Body to administer the measure

Citrus Growers Association of Southern Africa, Suite 12, Marwick Centre, 30 Old Main Road

Hillcrest, Kwa Zulu Natal.  The CGA is a non-profit making company under Section 21 of the Companies Act, and is the most appropriate body to administer the measure. The Association is grower driven and independent. The Board of Directors consists of grower representatives from the seventeen citrus growing regions of Southern Africa, and two directors representing emerging growers.

11.   Implementation, inspection and enforcement
As the CGA is currently responsible for the co-ordination and provision of all services and functions included in this application, the most appropriate body to administer the implementation, inspection and enforcement of the proposed statutory measure would be the CGA.  The CGA undertakes to provide and create the required capacity in terms of the business plans, to deal with these matters and to work with the NAMC to satisfy the requirements of the Minister of Agriculture.

The most appropriate levy collection point is the inspection agent as appointed by the National Department of Agriculture (presently the PPECB). The levy would be invoiced at the same time as the inspection fee. The alternative is to have the levy deducted by the export agents. An allowance must be made for the cost of collecting the levies.

Lists of persons obliged to pay levies under the measure, will be kept by the Association

12.
Extent of Levies

A full business plan is attached. It is proposed that the levy be pallet based. This is due to difficulties experienced during the past two years, when the levy was kilogram based. The levy will be R22.40 per pallet of export fruit payable within thirty days of having passed the inspection for export. This equates to 2.1 cents per kilogram.

With an average D.I.P return of R 2 800 per pallet the levy accounts for 0.8% of grower returns.

13.   Financial Implications for Fiscus
There will not be any financial implications for the fiscus, as the proposed levies will be collected from citrus growers. 

14.    Disposal of Funds and Assets in case of dissolution
In the case of CGA being de-registered or terminated, statutory assets of CGA after paying all its debts shall be transferred to some other South African organisation with similar objectives.

15.    Auditing Measures

The accounts of CGA will be kept in accordance with generally accepted accounting practices and be subject to annual audits by an internationally recognised firm of Chartered Accountants appointed by the Association at a general meeting. The financial year shall be from 1st April to 31st March.
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