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EXECUTIVE SUMMARY
1.

INTRODUCTION

It is well known that an increase of 50 to 70% in food productivity will be required to feed 9
billion people by 2050. It is estimated that livestock provides about 26% of protein for human
consumption and 13% of total calories. It is also estimated that the demand for livestock
products will more than double during the next 20 years, due to the level of urbanisation,
economic growth and changes in consumption patterns in developing countries. In developing
countries, the livestock sector represents close to 1 billion smallholder livestock producers and
contributes 40% of agricultural GDP and between 2 and more than 33% of household
incomes.
For the South African livestock sector to become a leading player in the Southern African
region, it is necessary to understand its value chain in order to identify the challenges impeding
its efficient functioning and to create a foundation for a better understanding of the dynamic
forces within the sector. This should contribute to an improved understanding of the
competitive forces at play and a better positioning of the different stakeholders in the sector,
thereby translating into increased profitability and competitiveness in each individual segment
of the value chain.
In South Africa, beef production is characterised by its dual nature. On the one hand, there is
a commercialised formal, mature and sophisticated sector, which is contrasted on the other
hand by a developing, non-commercial informal sector. The informal beef sector is also divided
into a smallholder commercial sub-sector and a subsistence sub-sector. This also provides an
excellent opportunity for South Africa’s emerging cattle sector to enter the formal economy in
the next few years.

2.

MOTIVATION OF STUDY

Since consumption has exceeded production in most of the years under analysis. Even though
the numbers of beef cattle slaughtered have been increasing over the years, demand has
been increasing at a quicker rate, which has required continued importation of beef. However,
the levels of imports have been declining over the years. With improvements in rural livestock
production systems and the formalisation of the rural livestock markets, it is possible for South
Africa to become self-sufficient. With certain constructive interventions that could emanate
from the study, it is possible to integrate rural livestock into the formal meat value chain.
Through these interventions it could be possible for South Africa to change its current status
of being a net importer to develop into being a net exporter.
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3.

OBJECTIVES OF STUDY

The purpose of this study is to look at ways to bring the informal rural livestock market into the
formal economy, while also paying attention to innovative product development. Further, the
study will also focus on ways through which to improve efficiencies in the production,
processing and distribution of beef and beef products.
The study endeavours to find solutions to the bottleneck areas in the rural beef value chain,
which should be targeted for interventions. The study also proposes strategies to increase
productivity and to improve product development, with the subsequent commercialisation of
rural beef.

4.

LITERATURE REVIEW

The commercial beef production sector in South Africa is well structured, ranging from farming
units on a few hectares with a small number of beef cattle, to large farms with thousands of
beef cattle in extensive areas. Many beef farmers produce weaner calves that are ready to be
marketed at about 7 months of age. Around 60% of the 13.84 million cattle available in South
Africa is distributed among commercial farmers. The remaining 40% is distributed among
emerging and communal farmers. The gross value of beef production depends mainly on the
amount of cattle slaughtered and the prices received by producers from abattoirs. Therefore,
the emerging and communal farmers have the potential to contribute significantly to the South
African beef value chain. It is also estimated that the average cattle herd size is 413 for
commercial farmers and 19 for smallholder farmers.
The consecutive drought periods of 2015 and 2016 caused a significant increase in the South
African cattle slaughter rate over the second half of 2015, as compared with the previous 2
years. Hence, the national cattle herd decreased by about 1.7% from 2012 to 2015.
South Africa is a net importer of beef and this trend is expected to continue in the near future.
This could be exacerbated by the fact that local producers are in a weather-induced herdrebuilding phase, thereby limiting the local beef supply for the next few years. Namibia is the
largest exporter of live cattle to South Africa, accounting for about 99% of the total South
African live imports in 2017. Regarding South African beef exports, an interesting pattern can
be noticed where the beef exports have been increasing over the past four years, mainly owing
to an increasing demand for high value cuts in the Middle East. After South Africa was declared
free of foot and mouth disease in 2014 by the World Organisation for Animal Health (OIE),
beef exports to countries such as Jordan, Vietnam and United Arab Emirates increased
significantly.
South Africa faces stiff competition from countries such as Australia, Pakistan, India and
Brazil. This is due to the fact that these countries are major exporters of beef to some countries
where South Africa has also been increasing its market share for the past five years.
Competition from other, mainly cheap, imported chicken products remains the largest threat
to growth in local beef consumption.
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The number of underutilised abattoirs throughout the country remains a problem, as well as
an opportunity. However, abattoirs/meat processors have increased efforts in the export
market and are making an impact in niche markets.
South Africa remains an exporter of partly processed hides and an importer of processed
leather for the automobile industry. This constitutes a big opportunity for local industry
interventions, growth and job creation. South Africa earns foreign exchange from raw leather
and tanned leather exports. The main markets for South African raw leather and tanned
leather include Europe and Asia.
The beef supply chain of South Africa is progressively vertically integrated. The abovementioned integration is due to the fact that most of the beef feedlot companies have access
to abattoirs, through either 100% ownership or shareholding. Several beef feedlots have
integrated downstream in the value chain and sell directly to clients via their retail outlets.
Several abattoirs have also decided to integrate vertically within the value chain towards the
wholesale level. Wholesalers buy slaughter animals (beef cattle) from farmers and feedlots on
an offer or bid basis.

5.

IN-DEPTH VALUE CHAIN ANALYSIS

5.1

Value chain mapping

The South African beef value chain comprises of sequences and interdependencies of the
following segments: primary producers, agents, feedlots, abattoirs, meat processing, skins
and hides dealers, logistics, and the retail sector. The figures below provide an overview of
the South African beef value chain. Figure E.1 illustrates the ‘dualistic’ nature and role of
stakeholders while Figure E.2 illustrates the value chain actors and provides important
statistics, especially on abattoirs.
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Figure E.1: Dualistic nature of the beef value chain in South Africa

Figure E.2: Value chain players in the beef value chain
The beef value chain of South Africa has become progressively vertically integrated over the
years. This integration is mostly driven by the feedlot companies, where the tendency occurs
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for feedlot companies to acquire, or buy shares in abattoirs. An in-depth value chain analysis
of each of the above value chains was compiled. Interventions were mainly focused on
production issues, production technology transfer, business models and marketing channels,
support service delivery to emerging and communal farmers, and the regulatory and
institutional agricultural framework.

5.2

Value Beef industry sector profiling

In order to determine which areas of the value chain would be focused on, the Multi-Criteria
Analysis of UNIDO was applied to calculate weighted scores for each of the value chains: The
outcome of the analysis is given below:
•

Carcasses

88%

•

Live animals

81%

•

Hides

79%

•

Offal

73%

•

Carcass bone and blood meal

69%

•

Cattle dung

70%

There is a level of subjectivity in allocating the scores. After due consideration regarding the
growth and relative improvement that a value chain could have in effecting a significant impact
on the industry, the following “impact players – game changers” and “low-hanging fruits” were
recommended for further analysis. These are:

5.3

•

High-quality live animals (livestock) (impact player)

•

High-quality carcasses (impact player)

•

Hides (impact player)

•

Offal (low-hanging fruit)

•

Dung (low-hanging fruit)

•

Carcass bone and blood meal (low-hanging fruit)

Livestock

It became evident that communal and emerging farmers start off with inadequate support, little
skills and experience, poor access to finance and credit, lack of input supplies and marketing
channels, lack of market-ready cattle, and a lack of extension support, credible guidance and
mentoring. This is further exacerbated by a lack of access to cattle with quality genetic and
economic traits, and a lack of knowledge and application of selection programmes in cow
herds, sound veld and grazing management, including supplementary feeding, and animal
health practices. Communal and emerging farmers start off with a deficit in financial and
business skills, and with little or no access to credit facilities. To address the above-mentioned
issues, the following recommendations and interventions are suggested.
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5.3.1

Conclusions / Recommendation & interventions
Recommendations

Strategic interventions

• Create lucrative and viable support
channels and programmes through
developing partnerships with actors and
stakeholders in the beef value chain.

• Livestock production interventions –
represents the required business,
technical, production, genetic and
economical detail and skills necessary to
optimise a livestock farming enterprise
into a profitable business unit from the
outset.

• Link government support programmes to
input stakeholders for remedial actions,
training/mentoring,
and
business
interactions.
• Compiling practical business plans and
structure to determine a strategy; and
identify marketing channels, operations
management plan, infrastructure setup,
financial and risk management plans.
Involve
government
departments,
financial institutions and agri-businesses.
• Investigate customised business models
for communal and emerging livestock
producers to expedite the integration into
the commercial the value chain.

• Production technology transfer – to build
technology/skills transfer models that
ensure sustainable agriculture and food
security.
• Business models & marketing channels –
represent
the
role
of
business
interventions and business models, as
well as possible investment areas which
could benefit the strategic goal of
incorporating
the
communal
and
emerging farmers’ produce successfully
into the beef value chain.
• Support service delivery to emerging and
communal farmers – to implement a
coordinated
support
system
in
conjunction
with
government
departments,
organised
agriculture,
producer organisations, and VC actors.
• Regulatory & Institutional Agricultural
framework - represents the regulatory
constraints and gaps identified during
workshops held throughout the country in
2017.

5.3.2

Identification of key interventions required to develop VC

Challenges for primary producers and feedlots, as ‘mega-farmers’, include rising input costs,
dependence on un-controllable factors such as climate change, water scarcity, loss of soil
through erosion, unstable socio-economic and political environment, lack of subsidies and
support from government, changes in macro-economic environment (oil price and exchange
rates), little control over price of produce and market indicators, lack of structured control over
vi

animal health issues, and competition for red meat by cheap imports of subsidised products,
such as poultry products.
Interventions (internal on farm) should focus on the following aspects:
•

Sustainable utilisation and preservation of the natural habitat and resources to optimise
long-term productivity through commitment to pasture and veld management practices
and improving carrying capacity in different production systems.

•

Procuring genetic advancement in the national beef herd through, cross-breeding and
selection practices that combine adaptable genes with superior and more efficient
genes, thus improving economic traits needed such as average daily gain (ADG) and
feed conversion ratio (FCR).

•

Optimisation of extensive and intensive farming practices through recognising the role
of nutrition in unlocking genetic potential and economic value, and enhancing fertility
and reproduction through supplementing natural resources/veld with phosphorus, trace
minerals, vitamins, protein and energy licks in the animal production cycle through
seasonal changes. Utilisation of innovative feeding practices such as creep feeding, late
pregnancy feeding, early weaning and backgrounding, drought feeding practices, and
feedlot feeding.

•

Implementing animal health programmes (diagnostic/control and prevention) and
ensuring practical implementation to optimise production and prevent losses, thereby
ensuring consumer safety and marketing channels, as well as bio-security and
traceability.

•

Management of farming enterprise optimisation – the point of departure is compiling a
practical business plan, including administration and asset management practices,
infrastructure and equipment, identification, software programmes, financial
management including budgets, income statements, cash flow, break even, cost
breakdowns, profit and loss, balance sheets and nett worth. Labour practices, legal
compliance, and consumer and environmental issues are also extremely important
aspects to manage.

•

Management of herd profit indicators – utilising veld optimally by seasonal calving
practices, holistic veld management practices by maximising quality and quantity forage
on veld and therefor minimising supplementary feeding costs, selection and farming with
a functionally adaptable cow herd, improving reproductive performance, high growth
rates, and maintaining a healthy herd, as well as limiting the buying of expensive feeds
by own on-farm fodder or raw material production.

•

Value-adding practices by backgrounding or feeding of own weaners in on-farm feedlots,
creep feeding calves, dehorning, etc., and selling them at higher prices as more
adaptable, stress- and disease-free weaners to feedlot buyers. Exploiting the most
lucrative marketing channels and best prices are key to a profitable beef enterprise.
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5.4

Carcasses

The South African feedlot industry hosts 97 commercial feedlots, with a combined standing
capacity of 620 000 cattle and a 1.8 million cattle throughput per annum, which represents
75%–80% of weaners put through feedlots.
South African feedlots prefer breeds such as Angus, Hereford and Sussex (also known as
Bos taurus taurus) including the Bonsmara (Bos taurus taurus/Bos taurus indicus hybrid)
breed for their growth potential in feedlots (high ADG), and the majority of such breeds
constitutes a production pool by commercial farmers. On the other hand, emerging farmers
mainly produce weaners from breeds such as Afrikaner (Bos taurus indicus) and Nguni (Bos
taurus taurus/ Bos taurus indicus hybrid). Stakeholder interviews indicated that abattoirs prefer
larger-frame carcasses, as smaller body frame beef cattle take much longer to process than
larger-frame animals do. Small-frame carcasses are more labour intensive and take longer to
process into appropriate cuts.
The abattoir industry is accountable for the slaughtering of livestock to carcasses which are
sold to meat traders, processing plants and butcheries, or directly to the formal and informal
retail sectors. Abattoirs are regulated by The Meat Safety Act, 2000 (Act 40 of 2000), which
addresses measures to ensure and improve safety and quality of meat products and identify
the parties who must take responsibility for these areas.
Only approved/qualified abattoirs partake in the voluntary classification system. Carcasses
are categorised according to age and fatness characteristics, and are marked with roller
marks. Age indicates tenderness of meat (the younger, the more tender) while fatness gives
an indication of no fat (0), through to excessively overfat (6).
The South African Carcass Classification System produces a mark of quality that designates
the value differences (money value) between different qualities of meat (SAMIC, 2016).
During the last 10 years, the abattoir industry of South Africa has expanded significantly in
capacity and numbers. The abattoir industry can be divided into abattoirs that (i) are owned
by SMMEs, municipalities and farmers, or (ii) linked to feedlot companies and wholesalers.
According to discussions with various stakeholders in the industry, the number of registered
abattoirs fluctuates and is directly linked to the operational status of abattoirs.
The recommendations and interventions are made to address the above-mentioned issues
are given below.
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5.4.1

Conclusions / Recommendation & interventions
Recommendations

Strategic interventions

• Emerging sector should be supported to
implement a breeding plan that includes
the transformation of the current breeds
where the systems and environment
allow it.

• Primary production interventions –
represent
the
required
technical
assistance as well as relationships
between various stakeholders needed to
produce livestock that is on the same
standard as required by both abattoirs
and feedlots.

• Niche markets should be identified
specifically for Nguni and Afrikaner
breeds, e.g. grass-fed cattle.
• Abattoirs should try to procure livestock
from the nearest feedlot on a contract
basis
• Abattoir agents should try to procure
A2/A3 beef cattle
• Cover the monthly fixed operations costs
by procuring large number of animals of
high quality
• Having access to larger volume of beef
meat products will open more markets, as
supermarkets and restaurants are only
interested in high volume supply.

5.4.2

• Business models & marketing channels –
represent
the
role
of
business
interventions and business models, as
well as possible investment areas which
could benefit the strategic goal of
incorporating
the
communal
and
emerging farmers’ produce successfully
into the beef value chain.
• Support service delivery to emerging and
communal farmers – to implement a
coordinated
support
system
in
conjunction
with
Government
Departments, Organised Agriculture and
Value Chain actors.

Key interventions in Carcass / Abattoirs

The following section describes key interventions that could be implemented to upgrade the
beef carcass value chain.
•

Ensure the abattoir facility is large enough for high-volume throughput (do not establish
a too-small abattoir, such as a 20 to 50 slaughter unit)

•

Cover the monthly fixed operations cost (such as water and energy cost as well salaries)
by procuring large number of animals of high quality (that are on par to abattoir
standards) on a daily basis.

•

Ensuring access to larger volume meat products will open more markets, as
supermarkets and restaurants are not interested in the procurement of small volumes.
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•

Preferably procure A2/A3 beef cattle with a body framework of 4 to 5. This will ensure
that the kg per cow throughput will increase, together with the quality primal cuts
delivered. This will provide the farmer with a better product offering (differentiated from
the opposition).

•

Implement traceability systems in the abattoir that will deliver higher value-added cuts.

•

Implement the new MSA grading system. The MSA system allocates weights to various
factors such as tenderness, flavour, and overall eating experience.

•

Intervene with turnaround strategies to optimally utilise current abattoirs (especially lowand rural-throughput abattoirs)

•

Increase volume throughput of low- and rural-throughput abattoirs by establishing a local
feedlot.

•

The above-mentioned feedlots could implement livestock auction services in the rural
community, starting with one auction per month.

•

Low- and rural-throughput abattoirs could establish small retail shops in the rural areas.

•

The establishment of new abattoirs should be strategically located (especially near
feedlots, wholesalers and retailers) in order to decrease transportation costs.

•

If low numbers of A2/A3 beef cattle with a body framework of 4 to 5 are available,
endeavour to procure Afrikaner and Nguni cattle.

•

The current abattoir should procure a niche market especially for Afrikaner and Nguni
primal. This can be done by branding the product as grass-fed.

•

The authors of this paper also suggest to create a joint venture, such as the Sernick
group had done. The latter is a typical example of emerging farmers that graduated into
commercial farmers. These farmers’ animals are custom fed and sold to the Sernick
abattoir.

5.4.3

Assessment of Key Interventions: Carcass / Abattoirs

Abattoirs can only increase their product offering by establishing a meat processing plant,
where processed cuts can be cold stored for a set period until procurement. However, this will
require a capital outlay on refrigeration and transportation. This will also ensure sufficient stock
levels. Larger volumes of good quality, processed (trimmed) meat cuts will help to unlock new
opportunities, such as sending a truck load of prime rib to Woolworths. In order to ensure that
high volumes of beef cattle are delivered to abattoirs, the abattoir owners should backwardsintegrate with the beef carcass value chain by obtaining access to a feedlot where they can
control i) the quantity and quality procured and ii) price paid per animal.

x

Abattoirs with low throughput numbers can increase their overall throughput by procuring
Afrikaner and Nguni cattle. A specific market needs to be developed and can be assisted by
branding this product as grass-fed.

5.5

Hides

Hides produced in rural areas are not being optimally utilised, as they are going to waste and
realise low prices in informal markets. A large number of beef cattle are slaughtered outside
the formal abattoir sector; therefore, the hides produced do not form part of further
beneficiation or value adding. It also became evident that the quality of hides produced from
informal slaughtering seems to be a concern. It seems that the raw hides being produced are
not being processed to their maximum potential. The local training and education capacities
regarding hides were assessed as not adequate for enhancing training and skills development
R&D, and efficient commercialisation of services. In order to overcome the above-mentioned
difficulties, recommendations are suggested in the following subsections.

5.5.1

Conclusions / Recommendations and Strategic Interventions
Recommendations

Interventions

• Export of hides should be minimised
so that local value adding can take
place that will ensure downstream
opportunities.

• Primary production interventions –
represent the required technical
assistance as well as relationships
between
various
stakeholders
needed to produce quality hides that
are of the same standard that is
required by the industry.

• Government should consider the
implementation of barriers to ensure
that the export of raw materials (wet
blue hides) is limited so that they can
be made available for local
downstream activities.
• Development of a Leather Research
Institute (LRI) in SA, with specific
focus on capacity, capabilities &
merits.
• Access to leather tanning expertise is
a requirement, including the overall
distribution of knowledge in the
leather industry that is available to all
participants.
• The LRI would also contribute to
expertise in the industry with the aid
of applied research programmes.

• Business models & Marketing
channels – represent the role of
business interventions and business
models, as well as possible
investment areas that could benefit
from
the
strategic
goal
of
incorporating the communal and
emerging farmers’ hides successfully
into the beef value chain.
• Support service delivery to emerging
and communal farmers - to
implement a coordinated support
system
in
conjunction
with
Government
Departments,
Organised Agriculture and Value
Chain actors.

xi

5.5.2

Identification of key interventions required to develop VC
(Hides and Skins)

In this subsection, certain issues in the value chain were identified that require intervention at
operational level. These issues or areas that require intervention are:
•

Support services to emerging or communal farmers. In many cases, support services
(marketing information, education, training and extension services) are not always
accessible to smallholder farmers due to various factors, such as low literacy levels and
inefficient communication systems. Indeed, some of the important information is
normally passed on in English via platforms such as radio, television and the internet,
which are not easily accessible by many smallholder farmers. Expand the beneficiation
programme for communal hides. Generally, the hides produced in rural areas are not
being optimally utilised as they are going to waste or fetching very low prices in informal
markets. This presents an opportunity for the value addition of these hides by processing
them into tanned leather or feeding them into the automotive, labour-intensive footwear,
and furniture leather value chains.

•

There are large amounts of livestock that are slaughtered outside of the formal abattoir
sector in South Africa, and therefore those hides does not form part of further
beneficiation or value adding. The quality of the hides from informal slaughtering seems
to be a concern. This is due to informal farming practices and slaughtering practices.

•

Large amounts of raw hides and skins are not being processed to their maximum
potential.

•

Exports of hides should be minimised so that local value adding can take place that will
ensure downstream opportunities.

•

Local training and education capacities are insufficient to enhance research and
development and human capital development, as well as efficient commercialisation
services.

5.5.3

Assessment of key interventions

•

In this subsection, the various interventions will be listed and assessed. The various
interventions related to the issues that are referred to in paragraph 4.5.8 are:

•

The tanning industry believes that the government should consider the implementation
of certain barriers to ensure that the export of raw materials (wet blue hides) is limited,
so that these can be made available for local downstream activities.

•

A Leather Research Institute (LRI) should be developed and implemented in South
Africa, with the specific emphasis on capacity building, capabilities, and merits. The idea
is that the LRI would provide information (data) and training for the local leather industry.
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•

Research indicates there is a requirement for leather tanning expertise as well as
knowledge that should become available with the aid of well-implemented research
programmes.

•

The South African Department of Trade and Industry (DTI) is spearheading the
“communal hides beneficiation programme” that is intended to improve the production
and processing of hides of high quality. Under this initiative, communal farmers will be
trained in livestock management as a way of improving the quality of animal hides.

5.6

Offal

Offal is mostly traded and distributed in the informal sector. There is a significant demand for
various types of offal which could be explored further. Most abattoir owners have a verbal
agreement with offal traders. Karaan (1993) indicated that offal traders “secure fixed contacts
with abattoirs”. It also became evident that the level of offal is directly linked to beef cattle
slaughtered. Accordingly, a high supply in summer months and lower supply during winter
periods occur. Offal is mostly used to prepare stew. Thus, the demand for offal increases
during the winter months and decreases during the summer months. Abattoirs keep surplus
offal in cold storage. However, consumers rather prefer fresh offal. Fresh offal also cleans
much easier than frozen offal and taste better.

5.6.1

Conclusions / Recommendations and Interventions
Recommendations

Interventions

• Increase value of green/rough offal,
especially during summer months to
clean intestines for casings.

• Primary production interventions –
represent
the
required
technical
assistance as well as relationships
between various stakeholders needed to
produce livestock that is at the same
standard as required by both abattoirs
and feedlots.

• Abattoirs can sell green/rough offal to the
informal market “as-is” during the winter
months, as there is a higher demand for
offal during that period. This demand is
directly reflected in the price received for
offal during that period.
• Secure export markets to export offal
during summer months. However,
abattoirs should have adequate volume
to supply these export markets as export
markets do require large quantities.

• Business models & Marketing channels –
represent
the
role
of
business
interventions and business models, as
well as possible investment areas which
could benefit the strategic goal of
incorporating
the
communal
and
emerging farmers’ produce successfully
into the beef value chain.

• During the winter months, abattoirs
should compare the price received for
offal locally with the price received for
exporting the product. If the price

• Support service delivery to emerging and
communal farmers – to implement a
coordinated
support
system
in
conjunction
with
Government
xiii

received locally is higher than that
received from exporting the product, it is
recommended that the product be sold
locally.

Departments, Organised Agriculture and
Value Chain actors.

• Explore possibilities of processing offal
in, e.g., canned form.

5.6.2

Identification of key interventions required to develop VC

The following section describes positive interventions that could be implemented to upgrade
the offal value chain. The authors of this chapter are of opinion that abattoirs should not follow
one approach regarding offal, but rather adapt their strategy in relation with the varying
seasonal supply and demand of offal:
•

Increase the value of green/rough offal, especially during summer months, to clean
intestines for casings and store these casings. The authors of this chapter are of opinion
that it will be more cost effective to refrigerate casings than to refrigerate the complete
set of offal, as it would take less space.

•

Small abattoirs that are located near each other should form a joint venture where they
could form an offal-processing unit.

•

Offal traders could collect fresh offal from one distribution centre, from where they could
further distribute the offal in the informal sector.

•

Receiving higher volumes of offal at the offal distribution centre, red offal could be
processed and receive a higher premium price, as it is organically produced oxtail for
example.

•

During summer months, green/rough offal can be processed into casings and sold
directly to larger meat processing plants.

5.6.3

Assessment of Key Interventions

In order to create higher values for offal in the offal value chain, both the formal sector and
international markets should be unlocked: 1. to enable these two market segments to be
unlocked, a high volume of good-quality offal is a necessity; 2. small abattoirs could overcome
this problem by forming a joint venture and establish an offal processing plant; 3. they could
process offal into casings or export it to international markets; 4. this offal processing unit
would also unlock the formal sector, as they would have access to large amounts of red offal
that can be processed according to the retailers’ standards; and 5. this product could be
marketed as organically produced offal, which will increase the profit margin.
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5.7

Carcass and blood meal

Carcass and blood meal are classified by animal nutritionists as animal by-products. Animal
by-products are popular as a supplement in the poultry industry due to the protein content.
Although blood and carcass meal are regarded as a by-product of the carcass value chain,
the abattoir industry regards both blood and condemned carcasses as abattoir waste, which
forms the key ingredient in producing blood and carcass meal. It has become evident that
some abattoir owners do not focus on the manufacturing of blood and carcass meal, and dump
these by-products according to municipality regulations. Only a limited number of abattoirs
have access to rendering plants. The number of operational rendering plants has decreased
significantly over the past few years. To be successful in this value chain, high levels of abattoir
waste are a requirement. In order to overcome above-mentioned difficulties, the following
recommendations are suggested.

5.7.1

Conclusions / Recommendations and Interventions
Recommendations

Interventions

• Ensure the abattoir facility is large
enough for high-volume throughput (do
not establish a too-small abattoir such as
a 20 to 50-slaughter unit). This will ensure
high volumes of abattoir waste are
created for the production of blood and
carcass meal.

• Business models & Marketing channels –
represent
the
role
of
business
interventions and business models, as
well as possible investment areas which
could benefit the strategic goal of
incorporating
the
communal
and
emerging farmers’ produce successfully
into the beef value chain.

• Intervene with turn-around strategies to
optimally
utilise
current
abattoirs
(especially low- and rural-throughput
abattoirs). This will ensure high volumes
of abattoir waste are created for the
production of blood and carcass meal.
• Establish rendering plants that are
strategically located near a cluster of
existing or fully operational abattoirs

5.7.2

Identification of key interventions required to develop VC
(Blood and carcass meal)

The following subsection describes positive interventions that could be implemented to
upgrade the blood and carcass meal value chain.
•

Establish rendering plants strategically located in the poultry- and pig-producing
regions.
xv

5.7.3

•

Form joint ventures with local feed companies that would invest in a rendering plant.

•

Create new markets with dog food manufacturers.

•

Explore international markets: start exporting bone and carcass meal to China.

•

Explore African markets for further marketing opportunities.

•

Form marketing linkages with local soap manufacturers. (Tallow is also used in soap
products).

•

Form marketing linkages with international soap manufacturers.

•

Abattoirs may implement in-house fleshing of hides, which would increase the
amount of tallow produced.

•

Create new markets in the organic fertiliser sector.

Assessment of key interventions

In order to create higher value for the blood and carcass meal value chain, both the African
and international markets should be unlocked. In order to be able to unlock these new markets,
high volumes of carcass and blood meal are required. This could be achieved by procuring
abattoir waste (blood and condemned carcasses) from low- and rural-throughput abattoirs at
a centralised rendering plant. New rendering plants should be ideally located near low- and
rural-throughput abattoirs, as well as animal feed factories that focus on poultry and pig
concentrates.
Exploring different markets, such as the organic fertiliser sector for blood meal and soap
manufacturing companies, would increase the value addition regarding blood and carcass
meal.

5.8

Cattle dung as feedstock for production of bio-energy and
fertiliser

The study reveals that further investigation would be of great value to future project appraisals
and cost benefit analyses relating to bio-digester use in rural communities and the cost
effectiveness associated with it.

5.8.1

Assessment of key interventions to upgrade the fertiliser and
bioenergy value chains

It would be beneficial to consider health services, hotels, schools, and the agriculture sector
as possible markets and consumers of bioenergy. The creation of new markets could be
successful for the expansion of this value chain. South Africa may also sell this type of
technology and energy to other neighbouring countries. Although the bioenergy sector in
South Africa is in its early stages of development, there is positive momentum for several
bioenergy technologies that are being developed. There is also a possibility for smallholder
farmers to enter the market and for several technology options to be further developed.
Opportunities for the transferring of technical skills and local capacity building, particularly for
smallholder cattle farmers, exist.
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A strong business case is required to attract capital and ensure long-term presence and strong
relationships with local stakeholders. It should be perceived as a long-term investment
opportunity.

6.

RISKS IN THE BEEF VALUE CHAIN

Although agriculture in South Africa is directly linked with the risks involved, an element that
still needs to be considered is the influence of the various dimensions of risk for emerging
farmers, as well as their appetite and ability to partake in the agricultural chain. Emerging
farmers in South Africa are exposed to a greater amount of business risks and lower revenues
than integrated markets, where risks are widely shared among various value chain actors.
Therefore, smallholder farmers remain constrained in administering their risk–return tradeoffs, which restrain their capacity to exchange stable crop production for an intensified
agriculture production system.
In the beef value chain, the smallholder farmer at primary production level is exposed to many
technical, market, and financial risks that need to be considered when managing the risks they
are exposed to. Further integration into the main value chain exposes them to different risks,
over which they have even less control. Arguably, a critical construct in the mainstreaming of
smallholder beef farmers is their risk bearing and management ability.

7.

INVESTMENT OPPORTUNITIES

In order to make a significant investment impact in the beef industry, it is imperative to have
interventions that take place in the primary livestock value chain. There are investment
opportunities throughout the value chain. These require feasibility studies that would
determine the locality and demand and supply issues, and issues regarding capacity,
breakeven points, risk analysis, support structures, financial structuring and longer-term
planning. It should be an imperative to design and utilise investment opportunities that include
integrating the informal rural livestock into the formal economy, as well as paying attention to
innovative product development. The best investment option is to form business partnerships
with existing feedlot/abattoir owners. It is important to establish private–public partnerships
where there can be a win-win outcome for all involved.
An enabling environment, which includes a stable political and economic environment with
adequate infrastructure, is required and is such that could impact favourably on future
investments. Investors require a relative stable environment with an acceptable risk and
return. This also applies to the beef value chain. The principle of inclusive business models
can also be applied in the beef value chain, where investments are contemplated for the actors
in the value chain. All actors are considered in the investment decisions in terms of the
potential role, the investment, and the benefits in creating a win-win situation.

8.

MONITORING AND EVALUATION

The monitoring and evaluation (M & E) which has been proposed was based on a multistakeholder approach and provided merely guidance on what should take place, and still
needs to be confirmed with the various role players. No specific stakeholders have been
tasked or nominated, as this is an industry with multiple stakeholders and leaders in the value
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chains. There are various producer and other organisations that could take leading roles. It
should be a collaborative and inclusive process, with strong leadership.

9.

CONCLUSIONS

Feedlots/abattoir owners and auctioneer companies are continuously on the lookout for
weaners to procure. This is a perfect opportunity for emerging farmers to deliver weaners of
good quality. Although these feedlots/abattoirs are continuously on the lookout for beef cattle
(as they are volume driven), they do have specific requirements regarding the type of animal
procured and prefer: I) Bos taurus taurus and II) Bos taurus taurus/Bos taurus indicus hybrid
breed types due to their performance in feedlots and slaughter qualities. This challenge can
be partly addressed with the correct genetics and breeding plans being implemented that are
linked to sound technical advice combined with sound grazing practices.
It is evident that emerging farmers face various challenges in optimally producing beef cattle.
These challenges include limited access to finances, input supplies, and good breeding
material, poor knowledge of general farm management practices such as grazing capacity
management.
However, most of these challenges can be overcome, but only with a multiple-stakeholder
approach. From various interviews with stakeholders (private sector), it is clear there is an
overall willingness to assist emerging farmers with breeding plans, skills transfer programmes,
the establishment of holding kraals, and implementation of auctions, as well as the option of
forming business partnerships.
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CHAPTER 1: INTRODUCTION
1.1

BACKGROUND

The South African livestock sector has the potential to become a leading player in the
Southern African region. To accomplish this, it is necessary to understand its value chains,
identify and unpack the challenges impeding its efficient functioning, and to create a
foundation for a better understanding of the dynamics and competitive forces within the sector.
This would also lead to a better positioning of the different stakeholders in the sector and
eventually translate into increased profitability and competitiveness for each stakeholder in
the value chain.
This project was undertaken under the auspices of the Industrial Development Corporation
(IDC). It commenced on 1 August 2016 and was concluded prior 31 October 2018. Several
interim reports were submitted as the project progressed and were evaluated by the IDC.

1.2

CONTEXTUALISATION OF THE STUDY

South Africa is not self-sufficient in beef, since consumption has exceeded production in most
of the years under analysis. Even though the numbers of cattle beef slaughtered have been
increasing over the years, the demand has been increasing at a faster rate, which has
necessitated continued importation of beef. However, the levels of imports have been
declining over the years. The commercial beef farmers competitively produce about 60% of
beef in South Africa and the emerging beef farmers, with approximately 40% of the cattle
population of 13.5 million. From the latter it is evident that emerging beef farmers have the
potential to improve their productivity significantly to a level where it is possible for South Africa
to become self-sufficient.
Increased commercialisation of rural beef producers (farmers) could imply an increase of
market transactions when there are optimistic policies in place, together with better institutional
measures that inspire open domestic and international trade environment. This would also
require the development of market infrastructure and support services that enable access to
existing markets, and the creation of new market opportunities under a secured legal and
compliance system.
There are welfare rewards that might result from a market-oriented production system of
specialisation. This implies that it is critical to build on and create comparative advantages and
improve the likelihood for large-scale production. These rewards also derive from the dynamic
technological, organisational and institutional changes that arise from the flow of ideas due to
exchange-based interactions. It should be obvious that as smallholder farmers (SHF) graduate
to commercial status, more labour opportunities can be created, resulting in a number of socioeconomic benefits. The research contributes to the objectives of the IDC in several ways:
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•

By recommending interventions that facilitate increased competitiveness;

•

Contributes to growth in the sector by recommending interventions to improve the
supply conditions in rural beef production regions; and

•

Contributes to job creation and development in agro-processing by identifying the most
promising agro-processing value chains in the beef sector, and by proposing
interventions to either upgrade existing beef processing VCs or to develop new beef
processing VCs.

The value chain analysis in this study allows processors, traders and producers to
progressively add value to services and products as they move from one link in the value chain
to the other in order to reach the final consumer (either domestically or globally). It is evident
that the main actors in the beef value chain are, overall, dominated by the private sector. In
order to fulfil its purpose, the private sector makes use of a variety of private technical and
public services, as well as financial providers. It also depends on both the global and national
legislative contexts, including a better socio-political environment. In a value chain, numerous
business activities in the different segments become connected, and to some degree,
coordinated.
Before starting with a value chain analysis, it is important to define the product or group of
products for which the mapping is done (this can be a first-stage processing product, secondstage processing product or a manufacturing product). Generally, manufacturing product VCs
are more complex to analyse and map, as they tend to involve different kinds of input suppliers
and rely on stakeholder expertise. UNIDO suggests using the following seven overlapping
diagnostic dimensions to analyse industrial value chains:
1. Obtaining of inputs and supplies
2. Production technology and capacity
3. End-markets and trade
4. Governance of value chains
5. Energy use and sustainable production
6. Financing of value chains
7. Socio-political context and the business environment.

1.3

OBJECTIVES

The purpose of this study is to investigate alternative ways to bring the rural livestock market
into the formal economy, as well as identifying innovative product development that could
assist in the integration of rural cattle. Further, the study focuses on ways to improve
efficiencies in the production, processing, and distribution of beef and beef products. The study
also responds to key questions on possible bottlenecks in the rural beef value chain that could
be the target of interventions. The study recommends strategies to increase productivity,
improve product development, and subsequent commercialisation, particularly of rural beef
products.
2

1.4

METHODOLOGY

The key methodologies followed to produce the deliverables are:
•

Multi-criteria analysis

•

Diagnostics analysis of Value Chain Development1

•

Strategy formulation

The multi-criteria analysis 2 provides an appropriate set of pragmatic tools for achieving the
desired value chain development outcome. The point of departure for the selection of value
chains with potential is based on the GTZ Value Links Manual: The Methodology of Value
Chain Promotion (2008), and the following four main criteria were adopted, with various
weightings:
•

Institutional framework criteria

•

Growth potential: demand criteria

•

Growth potential: supply criteria

•

Economic, social and environmental: impact criteria

The development of a sector profile of the South African Beef Industry, outlining the industry’s
key structural characteristics and trends as well the key opportunities and constraints, forms
the starting point of the project. It also forms the basis for the recommendation of the most
promising beef value chains which are analysed in further detail. The sector profile has been
developed based on desktop research and interviews with businesses and industry
stakeholders and should provide answers to a series of questions. With the aid of stakeholder
workshops attended by representatives from businesses operational in the beef value chain
and relevant private sector organisations (e.g. RPO / NERPO), representatives of the
education and vocational training sector, of the different Departments and Directorates of the
National and Provincial Departments of Agriculture and affiliated Agencies all assisted with
the formulation of interventions regarding the identified value chains.
The findings of the sectoral analysis are deepened and complemented by an analysis of the
defined beef value chains (unprocessed and processed). A value chain mapping forms the
starting point. The visual representation of the value chains should identify the functions, chain
actors and their linkages, as well as the chain supporters within the value chains. Building
upon the mapping, the purpose of the in-depth value chain analysis is to discover and assess
the key characteristics, essential data and performance issues of the value chain system that
are of relevance for the design of interventions and monitoring. An examination of the fragility
of the value chain focuses on the vulnerabilities in value chains, and the relevant stakeholders

1

UNIDO (2011). Diagnostics for Industrial Value Chain Development: An Integrated Tool.

2

Deutsche Gesellschaft fur Technische Zusammenarbeit (GTZ) GmbH – commissioned by the Federal Republic of Germany:
Federal Ministry for Economic Cooperation and Development.
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need to take this fragility into account in their current and future changing environment of the
beef sector.
Furthermore, a proposal for the institutional set-up for the implementation of the Rural
Commercialised Beef Value Chain Growth Strategy has been developed (see Figure 1.1
below). This is based on the interventions identified and drawing upon international
experience, and has been done to outline an organisational structure defining the stakeholders
to be involved, as well as their roles and the division of work. Effective collaboration between
the public and private sector comprise a core element of the project.

Figure 1.1: Commercialised beef value chain growth strategy
1.5

ORGANISATION OF THE STUDY

The study is organised into sections A and B. Section A comprises out of the following ten
chapters:
•

Chapter 1: Introduction and objective of the study

•

Chapter 2: A literature review of the global and South African Beef industry

•

Chapter 3: Methodology

•

Chapter 4: In-depth beef value chain analysis

•

Chapter 5: Conclusions and recommendation of strategies in the beef value chain

•

Chapter 6: Institutional dimensions

•

Chapter 7: Finance
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•

Chapter 8: Investment opportunities

•

Chapter 9: Monitoring and evaluation

•

Chapter 10: Final conclusions and recommendations

Section B comprises out of the following seven appendixes:
•

Appendix 1: Case studies

•

Appendix 2: An overview of the Nguni cattle breed

•

Appendix 3: Report on stakeholder interviews

•

Appendix 4: Risk analysis in value chains

•

Appendix 5: The development of beef value chains – best practice

•

Appendix 6: Analysis of key trends with respect to imports and exports

•

Appendix 7: Best practice of interventions regarding beef value chains – African
countries

In the context of this report, and the intent to make the chapters also be on a “stand-alone”
basis, there may be a level of repetition to give the reader the required background.

1.6

DELIVERABLES

The deliverables included the following:
•

Inception report with an agreed, detailed work plan and time schedule.

•

Documentation of the beef sector profile, including:

•

Definition of the most promising value chains according to the proposed selection
criteria

•

Recommendation on the value chains to be analysed in closer detail.

•

Documentation of the results of the discussion at the first stakeholder workshops
(incorporated in the study).

•

Documentation of the results of the in-depth value chain analysis, including value
chain maps.

•

Documentation of the results of the discussion at the second stakeholder
workshops (incorporated in the study).

•

Draft and final in-depth value chain analysis for selected, most promising beef value
chains and proposed interventions to upgrade.

•

Draft and final report on the Rural Commercialised Beef Value Chain Growth
Strategy
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CHAPTER 2: A LITERATURE REVIEW AND STATUS OF THE GLOBAL AND
SOUTH AFRICAN BEEF INDUSTRY
2.1

AN OVERVIEW OF THE GLOBAL BEEF INDUSTRY

2.1.1

Global beef production

The world beef production was at approximately 61.3 million MT in 2017, thus averaging a
growth rate of 1.7% (compound annual growth rate – CAGR) since 1960 (ANZ, 2015; Cook,
2018). Global beef production is dominated by 10 countries, which produce more than 80% of
the world output, with Brazil and United States of America (USA) accounting for about 35% of
the global output (ANZ, 2015).

World Beef Production (Metric Tons)
62 000 000
61 000 000
60 000 000
59 000 000
58 000 000
57 000 000
56 000 000
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
World Beef Production (Metric Tons)

Figure 2.1: The global beef production
Source: Cook, 2018.
The USA is recognised as being the dominant producer, as well as consumer, of beef in the
world (Cook, 2018). However, the USA’s dominance of the world beef production is being
endangered by Brazil, whose beef production is about 90% of that of the USA (ANZ, 2015). In
2017, the USA produced about 11.9 MT (USDA, 2018) – 0.1 MT higher than the 11.8 MT in
2014, whereas it had been anticipated to decline to about 10.8 million MT due to tight
slaughtering, as beef breeding herds carry on rebuilding from the low-herd cycle point (Cook,
2016). In contrast, Brazil’s beef production has been increasing, reaching about 10 million MT
in 2014 (ANZ, 2015). Strong global demand is projected to drive the increase in the feedlot
capacity over the next few years in Brazil. The Brazilian feedlot production was about 9.4% of
its total production in 2013 and it is projected to reach about 19.1% in 2023, with the
transformation of the industry supported by the huge availability of feed for cattle (ANZ, 2015).
The global production of beef is projected to reach 75 million MT in 2023, growing at an
estimated CAGR of 1.3% for the period of 2014–2023 (ANZ, 2015). The USA and Brazil are
1

expected to continue being the dominant global beef producers, together accounting for an
average of about 28.6% over the period of 2014–2023. Among other top -10 producers of beef
in the world, India is expected to grow at CAGR of 2.1%, thus reaching an absolute production
growth of 20.7% in 2023, when compared with 2014 (ANZ, 2015; Cook, 2018). China is
currently the fourth biggest producer and is anticipated to become the third biggest by 2023,
producing about 7.8 million MT (ANZ, 2015).
Given the increase in population, coupled with the rising food demand, beef plays a critical
role in solving food insecurity. The increasing demand, mainly from developing countries, as
a result of increasing per capita income and changes in consumer preferences towards
consumption of high protein foods, has been met by increasing the production of beef (ANZ,
2015). In addition, the price of beef is also an important driver of demand. The increases in
beef prices recently, due to tight global supplies, may result in consumers moving away from
beef to other meats such as poultry. Indeed, retailers such as Chipotle, McDonald’s, and
Burger King are increasing their offerings of chicken products as beef prices increase (ANZ,
2015).

2.1.2

Global beef consumption

In 2016, the global meat consumption was approximately 58.7 million MT, representing a slight
increase of 3.9% since 2015 (Cook, 2018). Beef demand is expected to continue shifting from
developed countries to developing countries, mainly due to rising disposable incomes and
changing dietary preferences (ANZ, 2015). In spite of this, the USA is still the biggest
consumer in the world, responsible for about 19.9% of the global demand (Cook, 2018).
However, the US consumption declined by CAGR of 1.2% for the period of 2004–2014.
Similarly, the European Union (EU) also experienced a decline in beef consumption for the
same period. The EU is the second largest consumer of beef products in the world, which is
estimated at 13.4% of the global consumption, followed by China, which was responsible for
about 13.1% of the global consumption in 2016 (Cook, 2018). For the period 2004–2014, in
terms of CAGR, Hong Kong achieved a growth rate of about 21.6%, followed by Israel, with
15.5% and Vietnam attaining 8.4% (ANZ, 2015). Although both Hong Kong and Israel are big
consumers of meat, the increasing urbanisation in Vietnam has resulted in an increase in beef
demand due to its growing family dining restaurant sector.

2.1.3

Global beef trade

The dynamics in the shifting global beef-consuming regions is expected to keep on influencing
the beef trade in the future. Beef exports, expressed as a percentage of global production,
increased from about 11.2% in 2000 to about 15.4% in 2016, demonstrating this trend (Cook,
2018). Brazil is the biggest exporter of beef by volume in the whole world, accounting for about
19.6% of the global beef exports in 2016 (Cook, 2018). The second largest exporter of beef is
India, exporting more than 1.8 million MT in 2016 (ANZ, 2015). Furthermore, India attained
the highest annual growth rate, estimated at 24.9%, from 2009 to 2014 (ANZ, 2015). Australia
is the third-biggest exporter of beef in the world, accounting for 14.67% of world beef exports
in 2016 (Cook, 2018).
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The USA, being the biggest importer of beef, imported 1.37 million MT in 2016 (Cook, 2018).
The second largest global importers of beef are Russia and Japan, with each accounting for
about 9% of the total global beef imports (Cook, 2018). In light of its decreasing cattle herd,
the USA is expected to increase its market access to other nations such as Brazil and Ireland
(ANZ, 2015).
On the other hand, it has been reported that China’s beef imports have increased and are
estimated at 6% of global imports (ANZ, 2015). This has been partially attributable to the
government’s clampdown on the ‘grey trade’ channels into China. On the other hand, beef
demand in China is due to factors such as favourable demographics, increasing urbanisation
and per capita incomes, and an improvement in the cold chain infrastructure, leading to better
market access (ANZ, 2015). Furthermore, the domestic industry is made up of a large number
of small farmers who are characterised by lack of scale in production; hence, the production
has been unable to meet the domestic demand (ANZ, 2015). This is anticipated to further
increase the reliance on imports to match the domestic demand.

2.1.4

Forecast anticipated growth of the beef industry

The ABSA Agricultural Outlook (2017) estimates that the world's cattle production increased
slightly to 59 million tonnes during 2016. This increase is attributable to expansion in
production in the USA, India, and Brazil. However, from an African outlook, the drought has
resulted in more cows being slaughtered, which should support prices during the herdrebuilding phase. These higher prices will be met by some consumer resistance due to
economic pressures resulting from inflation, higher interest rates, and reduced net income.
The weaker currency brings about some opportunities for the growing export market. Figure
2.1 and Figure 2.2 provide insight regarding the world’s beef production and consumption
trends.

Figure 2.2: World beef production (‘000 tons)
Source: ABSA Agricultural Outlook, 2017.
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Figure 2.3: World beef consumption (‘000 tons)
Source: ABSA Agricultural Outlook, 2017.

2.2

AN OVERVIEW OF THE SOUTH AFRICAN BEEF INDUSTRY

BFAP (2018) indicated the following:
In the early 2000’s, growing income levels sustained trends of urbanisation and
improved living standards supported dietary diversification in South Africa, resulting in
the inclusion of more protein in typical diets and rapid growth in meat consumption.
From 2000 to 2009 rapid consumption was evident in all meat types, but as the most
affordable option, chicken (7% p.a.) was the clear winner, followed by pork (3.9% p.a.),
beef (1.5% p.a.) and sheep meat (0.3% p.a.). As an affordable alternative protein
source to meat, egg consumption also expanded by 2% per annum over the same
period. In more recent years however, economic performance has dwindled and in real
terms, consumer incomes have come under pressure, resulting in slower overall
growth in meat consumption. At the same time however, some diversification across
meat types has become evident. Since 2009, consumption growth for chicken, beef
and pork slowed to 1.9% per annum, 1.2% per annum and 0.1% per annum
respectively. Affordability remains critical, but it cannot simply be measured ex abattoir,
as a wide range of products of different value is sold at retail level. For instance, some
beef cuts provide affordable alternatives to chicken when meat consumption starts to
diversify, whereas higher value cuts compete more directly with lamb.
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Similarly, the pork products at retail level range from affordable alternatives to beef
when consumed fresh, to higher value processed products such as bacon, which is
consumed by more affluent consumers. In light of expected income growth over the
coming decade, meat consumption is projected to continue on an expanding path. As
an affordable and healthy option, chicken consumption is projected to accelerate again
compared to the recent past, expanding by 27% over the next 10 years. The trend in
diversification is also expected to continue, with beef and pork consumption projected
to expand by 24% and 23% respectively over the same period (Figure 2.4).

Figure 2.4: Meat consumption in South Africa: 27 vs 2015 – 2017
Source: BFAP, 2018.
According to BFAP (2016), it is projected that South Africa will change it status to a net
exporter of beef in the near future. It has been noted that South African producers are not in
the same stable position, as they have been affected by uncontrollable factors that included
currency depreciation and weather conditions (BFAP, 2016).
Cattle slaughters increased dramatically over the second half of 2015 and 2016, before
decreasing in the first four months of 2017 (BFAP, 2017). The national cow herd has
decreased by about 15% from 2013 levels (BFAP, 2017). The biggest drop took place in the
North West and the Free State provinces, where cow numbers in early 2016 had declined by
about 17% from 2015 levels. The Eastern Cape, Free State, KwaZulu-Natal and North West
provinces account for at least 70% of the national cattle herd between them (Department of
Agriculture, Forestry and Fisheries (DAFF), 2017).
South African beef exports increased rapidly, partly due to the insertion of data on exports to
Swaziland, Botswana, Lesotho and Namibia (BFAP, 2016). However, the biggest shift
happened in 2014 when South Africa was declared free of foot and mouth disease by the
World Organisation for Animal Health (OIE). The declaration led to South Africa gaining
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access to many export markets, with drastic upsurges in exports to Vietnam, the United Arab
Emirates, and Jordan (BFAP, 2016). The exports mainly consist of high-value cuts, which
have made it possible for South African producers to optimise total carcass value in markets
where a premium is within reach. Therefore, when the local beef prices were stagnant at
around R34/kg, access to export markets made it possible for exporters to take advantage of
attractive prices in other regions (BFAP, 2016).
During 2017, the direct of impact of reduced supply became more apparent in the local market,
as beef prices were projected to surge upwards by 25% from 2016 to 2018 (BFAP, 2017).
Over the last 10 years, it was anticipated that it would increase by 20%, in comparison with
the 2014–2016 period, to extend to 900 thousand tons in 2026. The above-mentioned
production will be adequate to supply local demand growth, as well as to retain exports at
present levels (BFAP, 2017). BFAP (2017) also indicated the slaughter volumes would
continue to stay at lower levels for the rest of the 2017 period, which would result in a decrease
of 15% year-on-year, before slaughter volumes would increase by 5% in 2018. Hence, the
influence on production volumes would be less severe, taking into consideration the fact that
lower animal feed costs will aid producers to gradually increase slaughter weights (BFAP,
2017).

2.3

COMPARISON OF THE SOUTH AFRICAN BEEF INDUSTRY AND THE
GLOBAL BEEF INDUSTRY

According to DAFF (2017), “The estimated gross value of beef cattle and calves slaughtered
increased significantly during the period 2006/07 to 2015/16”. Figure 2.5 displays the
calculated gross value of cattle and calves slaughtered for the period 2006/07 to 2015/16.

Figure 2.5: The estimated gross value of beef cattle and calves slaughtered
Source: DAFF, 2017.
Figure 2.6 below indicates that the amount of beef cattle slaughtered, and the production of
beef, followed the same trend from 2006/07 to 2015/16. However, both beef cattle slaughtered
and production of beef decreased significantly during the period from 2006/07 to 2007/08.
During 2009/10, the production of beef recovered, while the numbers of cattle slaughtered
remained static during the period from 2009/10 to 2011/12. However, beef production and
number of cattle slaughtered showed a slight improvement during 2012/13 and 2013/14. An
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increase of 20% cattle slaughtered and 46% in production was experienced during 2013/14,
as compared with 2004/05 (DAFF, 2017).

Figure 2.6: Cattle slaughtering and beef production numbers
Source: DAFF, 2017.

2.3.1

Supply and demand trends of South Africa

Figure 2.7 indicates that South Africa’s beef consumption was significantly higher than beef
production during the period under analysis, which indicates that South Africa is not selfsufficient in terms of beef production. In order to satisfy local demand, South Africa is a net
importer of beef. However, both consumption and production followed the same trend that
decreased from 2006/07 to 2007/08 and increased during 2009/10. However, the decline that
was observed during 2007/08 was caused by the economic meltdown. During 2009/10, both
beef consumption and production experienced significant growth. Beef consumption and
production increased by 5% and 4.7%, respectively, during the 2015/16 period as compared
with 2014/15. However, over the past decade, beef consumption increased by 35.7% and
production by 46%. This could be as a result of the increased affordability experienced by
clients, as well as deviations in consumer-based diets regarding meat and an increased
population (DAFF, 2017).

Figure 2.7: South Africa beef production and consumption
Source: DAFF, 2017.
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2.3.2

Imports and exports of South Africa

In order to supply local demand, South Africa is a net importer of beef, although South Africa
is exporting beef to other countries as well. Thus, Figure 2.8 indicates that South Africa’s
imports and exports were fluctuating during the period under analysis. Imports of beef were
higher than exports from 2007 and 2013. From 2014 to 2016, exports exceeded imports and
this was prompted by South Africa being declared foot and mouth disease free by the World
Organisation for Animal Health (OIE). South Africa exported more beef in 2016 than in all other
years under review. There was a significant increase of 36 000 tons of export quantity, as well
as an upsurge of 707 tons of import quantity, during 2016, as compared with 2007 (DAFF,
2017).

Figure 2.8: Exports and imports of beef in South Africa
Source: DAFF, 2017.
Figure 2.9 below indicates that South Africa exported approximately 39 000 tonnes of beef
during 2016, valued at R2 billion. During 2015, beef exports to other countries increased by
29%, compared with 2014. The total export value increased by 55% during 2015, compared
with 2014 (DAFF, 2017).

Figure 2.9: Beef exports of South Africa
Source: DAFF, 2017.
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South Africa was primarily exporting to both Africa and Asia throughout the period under
analysis. Africa demanded the highest exports of beef from South Africa from 2007 to 2014.
In 2015 and 2016, Asia outstripped Africa and took a lead in the share of beef exported by
South Africa to the continents. The demand for beef in Asian countries continues to grow. In
total, Africa demanded 118 million kilograms of beef from South Africa, which accounts for
67%, and Asia was the second by 30 million kilograms during the past decade. Figure 2.10
shows the volume of beef imported from the various continents (DAFF, 2017).

Figure 2.10: An overview of beef quantities (Kg) imported to South Africa
Source: DAFF, 2017.

2.3.3

SWOT Analysis of the South African beef industry

A SWOT analysis (strengths, weaknesses, opportunities and threats) analysis, which is both
an analytical and descriptive tool, was used to summarise the beef industry analysis. Strengths
and weaknesses forces refer to the internal conditions of the beef industry, while opportunities
and threats relate to the external conditions of the beef industry.

Table 2.1: SWOT analysis of the beef industry
Strengths

Weaknesses

• Beef cattle breeds are well adapted to
South Africa’s climate conditions.
• A large part (91.7 million hectares) of
South African farming land is suitable for
extensive livestock farming.
• The
beef
industry
has
good
organisational support and industry
structures in place.
• Good management practices are applied
within the total value chain.
• Feedlot industry provide jobs for
approximately 2 500 people.

• Insufficient government support, i.e.
import policy and veterinary services.
• Inadequate traceability and movement
control.
• Deficiency of training for both farmers and
workers.
• Limited infrastructure available in rural
areas.
• South African borders are porous.
• Limited capacity available to enforce
legislation.
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Opportunities

Threats

• Increased demand of beef meat.
• The prospect to reduce wastage in the
beef value chain and the role that the 5th
quarter may play in food security.
• The implementation of community year
service for graduate veterinarians.

• Predation is responsible for R383 million
losses annually.
• Stock theft was estimated at R 337 022
400 during 2013.
• Natural disasters (floods, droughts & veld
fires).
• Climate change.

Source: RMRDSA, 2016 & Schutte, 2014.

2.4

COMPETITIVE ANALYSIS

2.4.1

Introduction

The following section provides a narrative of the competitive position regarding the South
African beef value chain. Starting with a definition of competitiveness, followed by an overview
of the South African beef industry. Additionally, a summary of the competitiveness of each
segment of the beef value chain is provided, continued by a competitiveness analysis of the
entire beef value chain. According to the World Economic Forum (2016) and Abbott and
Bredahll (1992), a variety of competitive definitions exists. Nevertheless, the authors of this
paper tend to agree with the following definition: “A competitive industry is one that possesses
the sustained ability to profitability gain and maintains market share in domestic and/or foreign
markets (Agriculture Canada, 1991)”.

2.4.2

The South African Beef Industry at a glance

Market size
In 2015, the total gross value of agricultural production was estimated at R233.2 million,
compared with R220.9 million in 2014. Animal products (including dairy, poultry, sheep and
cattle) contributed 48.8% towards the total gross value of agricultural production, indicating
that animal products are the largest contributor to the total gross value of South African
agricultural production. However, cattle and calves slaughtered contributed 12.1% towards
gross value of agricultural production. During 2015, gross income received from animal
products was estimated at R112 033 million, compared with R102 351 million in 2014 (an
increase of 9.5%). It is estimated that cattle producers received R28 257 million from
slaughtered cattle and calves during 2025, as compared with R24 938 million during 2014
(DAFF, 2015a).

Market growth rate
Meat utilisation in South Africa grew rapidly over the past ten years because of growing income
levels, rising living standards, continued urbanisation, and increasing dietary variety. Income
growth is estimated to become much more reserved, resulting in slower meat consumption
growths in the next ten years, relative to the past. During the next ten years, it is projected that
beef prices will revive the downward trend, as escalating inventories turn out to be more
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noticeable. Beef prices will reach their lowest levels in 2020, starting with an upwards trend in
response to an increased demand. However, consumer expenditure is anticipated to come
under pressure, while the current drought has decreased the supply limits, while beef prices
increased to record levels (BFAP, 2016).

2.4.3

Competitiveness of the South African beef value chain

2.4.3.1 Primary production systems
Suppliers
Primary producers make use of various suppliers to produce weaners of superior quality.
These suppliers could be categorised into three different categories, namely feed and feedsupplement suppliers, stud breeders, and suppliers of vaccinations and preventative
medicines. The Animal Feed Manufacturing Association (AFMA) (2017) estimated the total
volume of beef and sheep feed sold during 2016 at 924 015 tons, compared with 1 025 318
tons in 2015. The decrease in feed sold during 2016 was a result of the three-year drought
period, when large amounts of cattle were slaughtered. Major suppliers of feed and feedsupplements related to beef cattle include but not only the following animal feed companies:
Meadow Feeds, Afgri Animal Feeds, Voermol Feeds, and Molatek.
Suppliers of breeding material (stud breeders) depend on the primary producers’ specific
requirements, as well as the specific requirements of feedlots. Popular breeds in South Africa
include Angus (black & red), Hereford, Santa Getrudis, Sussex, Brahman, Brangus, Simbra
and Bonsmara. Prices for breeding stock are determined by demand and supply, as well as
breed.
Primary producers usually buy vaccinations and preventative medicines from the local cooperatives. Suppliers of these vaccinations and preventative-medicines include but not only
the following companies such as MSD Animal Health, Zoetis, Virbac, Bayer, Novartis, Cipla
and Ciba. Most of these products supplied by the above-mentioned companies are generic,
as the products includes similar active ingredients.

Buyers
Weaners are either sold by auctioneers and agents to feedlots and abattoirs, or by primary
producers who sell weaners directly to feedlots and abattoirs. Primary producers normally
follow the route that includes the highest price margin. Leading role-players in the
auctioneering sector include Vleissentraal, BKB, BKB Louwid, Karoo-Oche, André Koch &
Seun, Noordkaap Lewende Hawe, and GWK Bpk. According to DAFF (2015), the feedlot
industry encompasses 97 commercial feedlots. Major role-players in the beef feedlot industry
are: Karan Beef (140 000 animals), Kolosus (40 000 animals), Sparta Beef (40 000 animals)
and Beefmaster (35 000 animals) (NDA, 2016). The main distinction between these
commercial feedlot owners is the size of the feedlot.
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Expected growth
Escalating growth of the national cattle herd size is expected to occur, due to good rains
received, veld recovering, and a low maize price of R1 900 per ton, as well as game farmers
changing from game production to beef production. This is especially noticeable in the
Limpopo and Mpumalanga region (Pienaar, 2017a). However, obtaining breeding material to
start or expand current production is extremely expensive because of high demand and low
supply of breeding stock.

South African primary production and the world - beef production
Beef2live (2017) identified the United States of America as the largest beef cattle producer in
the world (18.83%), followed by Brazil in the second position at 15.35%, and the European
Union in the third position at 12.98%. Although animal products (including dairy, poultry, sheep
and cattle) contributed 48.8% towards the total gross value of South African agricultural
production, South Africa is only listed as the 13th largest cattle producer in the world (1.55%),
as indicated in Table 2.2 below.

Table 2.2: World beef production: ranking of countries
World

60 486 000 (metric tons)

Rank

Country

1

2016

% of World

United States

11 389 000

18.83%

2

Brazil

9 284 000

15.35%

3

European Union

7 850 000

12.98%

4

China

6 900 000

11.41%

5

India

4 250 000

7.03%

6

Argentina

2 600 000

4.30%

7

Australia

2 075 000

3.43%

8

Mexico

1 880 000

3.11%

9

Pakistan

1 750 000

2.89%

10

Turkey

1 587 000

2.62%

11

Russia

1 340 000

2.22%

12

Canada

1 130 000

1.87%

13

South Africa

935 000

1.55%

14

Colombia

845 000

1.40%

15

New Zealand

649 000

1.07%

16

Paraguay

610 000

1.01%

17

Uruguay

575 000

0.95%

18

Japan

465 000

0.77%

19

Kazakhstan

425 000

0.70%

20

Philippines

412 000

0.68%

Source: Beef2live, 2017.
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2.4.3.2 Agents & Agri-Businesses
Overview
Agents are responsible for the sourcing of cattle from various farmers to sell at livestock
auctions and feedlots. This includes weighing and transporting, as well as the administration
of transactions at the specific transaction venue. Agents are also associated with direct
transactions between various farmers, connecting them on a commission basis. However,
commission paid on immediate sales varies from between two to four percent, while
commission for auctioneering professionals fluctuates between six to eight percent. The
commission percentage is subtracted from the selling price to calculate the final price paid to
the producer. Livestock auctions are conducted at strategic collecting points that are able to
handle large numbers of animals, and are organised at regular times or scheduled on the
yearly calendar. Sales take place on the hoof, with a comprehensive catalogue in the case of
stud breeder auctions.
Role-players (businesses) are profit driven and require significant amounts of capital to
operate successfully. They strive to be the link for all livestock transactions between farmers
and abattoirs/feedlots, although many of them also operate their own feedlots and abattoirs.

Suppliers
Agents procure cattle from various primary producers throughout South Africa.

Buyers
Weaners are sold to feedlots or are backgrounded by producers and sold “market ready” to
abattoirs. The major role players gave been mentioned above.

Expected growth
The livestock auctioneering business is linked to cycles throughout the year and to marketing,
as well as long-term relationships with primary producers, which are important for being
successful in this kind of business.

2.4.3.3 Feedlots
Overview
In South Africa, the majority (70% to 80%) of cattle slaughtered at abattoirs are marketed
through the feedlot system. Commercial feedlots specialise in buying weaners weighing
between 160 kg to 280 kg, and feed them between 80 - 140 days to reach a live weight
between 400 - 550 kg, before slaughtering them.
Deblitz (2012) has indicated that: “the size of feedlots can be estimated with One Time
Capacity (OTC) and the total number of animals produced per year parameters”. According to
Ford (2016), the South African feedlot industry hosts 97 commercial feedlots, with an OTC of
620 000 cattle and a throughput of 1.8 million cattle per annum, representing a throughput of
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75% to 80% weaners. The total number of cattle in feedlots per province is displayed in Figure
3.3 below.

Suppliers
Weaners are obtained either directly from primary producers or from livestock auctions.

Buyers
Feedlots sell weaners directly to abattoirs.

Expected growth
Commercial feedlot owners tend to expand in animal standing capacity and integrate vertically
down the value chain by obtaining access to an abattoir and meat processing plant. Watson
(2016) also mentioned the demand for weaners is higher than supply. As a result of the
drought over the past three years, limited amounts of weaners are available and imports from
Namibia are troublesome due to the red tape involved. However, a very high percentage of
Namibia’s weaners are exported to South African feedlots. To be successful in the feedlot
business, the average daily gain (ADG), feed conversion, and dressing percentage are crucial
parameters.

South Africa and the world - feedlots
As previously stated, Beef2live (2017) has recognised the United States of America as the
largest beef cattle producer in the world (18.83%), followed by Brazil in the second position at
15.35%, and the European Union in third position at 12.98%.
Deblitz (2012) has indicated the following regarding the USA: “85 000 feedlots with an OTC of
less than 1 000 cattle represents almost 98% of the feedlots but only 18.5% of total beef
production in the United States of America. Feedlots with an OTC number higher than 32 000
cattle represent less than one percent of total feedlot numbers but 40% of total beef production
in the United States of America. The leading commercial feedlots in the world have a capacity
of more than 100 000 cattle. The largest feedlot of the Southern Hemisphere is situated in
South Africa and has an OTC of 130 000”.

2.4.3.4 Abattoirs & meat processing
Overview
Abattoirs purchase cattle directly from farmers, feedlots or on auctions, at live weights between
400 kg and 460 kg that yield a carcass weight of about 240 kg. Feedlots and farmers are paid
according to the cold carcass weight, after the abattoir deducts two to four percent of weight
loss from the warm carcass because of the chilling process. Meat carcases are sold to meat
traders, processing plants, and butcheries, or directly to the formal and informal retail sectors.
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Suppliers
Abattoirs procure weaners from farmers, feedlots and auctions. Specific examples of the roleplayers have been mentioned above.

Buyers
Abattoir clients include meat traders, processing plants, and butcheries, as well as sales
directly to the informal and formal retail sectors, which include the large supermarkets like
Checkers, Pick n Pay, and Woolworths.

Expected growth
There is a noticeable trend for commercial feedlots to integrate vertically down the value chain
by obtaining access to an abattoir and meat processing plant. However, the direct opposite is
also noticeable. Smaller abattoirs tend to close their doors, such as government-owned
abattoirs located in the rural areas. Regarding the above-mentioned statement, it makes sense
that Schutte (2016) indicates that no new abattoirs are required. To be successful in the
abattoir industry, the following are necessities: constant high throughput to breakeven levels,
access to a meat processing plant, and good marketing channels.

A comparison of South Africa vs the world regarding abattoirs & meat
processing
Nielsen (2017) classified the top three beef meat exporting countries as Australia (19%), India
(17%) and Brazil (17%). The top three beef meat importing countries are Greater China (25%),
United States of America (17%), and Japan and Russia (both 8%). South Africa primarily
imports beef meat from Namibia. During the period 2008 to 2015, South Africa imported 13
267 tons of meat. Although the United States of America is recognised as the largest producer
of beef cattle, it is listed as the second largest beef meat importing country.

2.4.3.5 Hide Processing
Overview
Hides are recovered from feedlots, abattoirs and farms. Many of the feedlot/abattoirs have
structural links with hide traders and primary tanneries, while some abattoirs export goodquality hides rather than channelling them into domestic processing. Hide and skin traders in
the industry are recognised as Daun (trading as Springbok Trading) and Kolosus (African
Hide). Tannery role-players include EAC, CPC, Daun and Kolosus. Role-players in the tannery
upholstery automotive industry are identified as Eagle Ottawa, Mario Levy, Bader SA, Seton,
and Kolosus Automotive Leathers.

Suppliers
Feedlot and abattoir role-players include Karan Beef (140 000 animals), Kolosus (40 000
animals) and Sparta Beef (40 000 animals).
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Buyers
Buyers are classified into two categories: tannery and tannery related to the upholstery
automotive industry. The following companies are role-players in the tannery industry: EAC,
CPC, Daun and Kolosus. Eagle Ottawa, Mario Levy, Bader SA, Seton and Kolosus Automotive
Leathers are identified as the major role-players in the upholstery automotive industry.

Expected growth
According to Pretorius (2016), the local market supplies relatively low levels of hides compared
with international trade volumes. Given the above statement, the Department of Industry and
Trade is in the process of implementing a large tariff on leather, which might have a negative
effect on the volume of hides exported.

2.4.3.6 Distributors
Overview
According to Badenhorst (2016), Hestony Transport and Liebentrans, among others, are
companies that own refrigerated trucks. These trucks operate between various meat
processors and abattoirs, or straight from abattoirs to retailers and butcheries. Various sizes
of trucks (13.5 ton, 18 ton and 24 ton) are available to distribute carcasses. Trucks of 13.5 ton
have space available for 60 cattle carcasses, 18-ton trucks have space available for 75
carcasses, and 24-ton trucks provide space for 100 carcasses. These trucks have cooling
units that are set between -2 °C and +2 °C. Transportation is paid per truckload. The logistics
of these trucks is arranged to include four drops per route, as well as insurance of the cargo.
Transportation costs depend on distance and size of trucks.

Suppliers
Distributing companies make use of various suppliers to run their business optimally. Suppliers
include IT and communication service providers, fuel companies, insurance brokers and truck
dealers.

Buyers
Abattoirs and meat processing companies procure delivery services.

Expected growth
It can be expected that the growth rate will stay volatile, as it is mainly related to the output of
abattoirs and meat processing plants. To be successful in this type of business, the correct
price/weight per distance ratio is important, relative to the latest fuel price.

2.4.3.7 Retail sectors
According to Foodstuff SA (2015), abattoirs also chose to integrate vertically within the value
chain regarding the wholesale level. Wholesalers purchase ready-to-slaughter cattle from
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feedlots or farmers on either an offer or bid basis, or purchase carcasses (preferred quarters)
directly from abattoirs. Animals purchased in the first scenario are transported to an abattoir
(that is decided on by the wholesaler), where slaughtering will take place and the carcasses
distributed to the identified retailers. It is evident that South African consumers tend to buy
meat in retail stores or butcheries, as this is more convenient. Supermarkets (such as
Woolworths, Pick n Pay and others) are the favoured retail channel in the whole cold meat
supply chain.

Suppliers
Retail suppliers include primary producers, feedlots and abattoirs.

Buyers
Wholesalers distribute products to various retailers such as Pick n Pay, Checkers, Fruit & Veg
and Woolworths.

Expected growth
Income growth is estimated to remain static, which will contribute to slower meat consumption
growth in the next ten years, in comparison with the past (BFAP, 2016).

2.4.4

Competitiveness analysis of the entire beef value chain

Porter’s Five Forces Model (Porter, 1990) was applied to identify the competitive forces within
each segment of the beef industry. The following subsection provides an analysis of the
complete beef value chain.
Threat of new entrants
The threat of new entrants coming into the beef value chain is low, overall, as it requires high
capex to enter this agricultural sector. The barriers to entry in the beef industry are discussed
below:
•

Expensive property – new entrants require a farm or other property on which to establish
a beef production system, feedlot and abattoir. These properties are relatively scarce
and, if available, the prices are high.

•

Expensive equipment – start-up feedlot and abattoir businesses require equipment that
is procured from companies that are based in United States/ Europe and the Eastern
Countries. This equipment needs to be imported into South Africa and is subjected to
the exchange rate and shipping fees, in addition to the purchase price.

•

Cash flow – feedlots and abattoirs buy large numbers of beef cattle, which requires
payment as soon as possible (within 3 days).

•

Exit barriers are categorised as complications in the path of a company that wishes to
exit a market. If a primary producer, feedlot, or abattoir company decides to close its
17

business, the livestock are sold off at an auction. The authors of this paper are of opinion
that it is relatively easy to exit this industry.
Bargaining power of suppliers
The bargaining power of the suppliers in the beef industry is at a medium level. However, the
bargaining power depends mainly on the availability of the product. The availability of
cattle/beef is affected by the herd sizes of commercial farmers, feed availability and droughts.
Bargaining power of customers
The bargaining power of customers is medium. The price depends mainly on the market price
and the percentage commission that forms part of the final price. However, the bargaining
power of the end consumer at the end of the value chain is low.
Threat from substitute products
The threat from substitute products is low at the beginning of the value chain, and changes
towards a high level at the end of the value chain. The latter is especially applicable to the
retailer segment, where the consumer bases his or her decision on the price and availability
of the product.
Industry rivalry
Industry rivalry in the beef industry of South Africa is high. Feedlot and abattoir companies are
continuously trying to increase sales volume.

Figure 2.11: Porter’s 5 forces applied to the entire beef value chain
Source: Adapted from Porter, 1990.
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2.5

RELEVANT INFORMATION REGARDING BEEF PRODUCTION AT
COMMERCIAL AND SMALLHOLDER LEVELS

2.5.1

Emerging farmers

Scholtz et al. (2008) indicated the following: “A profile of the emerging and communal beef
sector with the exception of the Northern Cape and Western Cape Provinces has been done
in South Africa indicating that beef cattle production is the major livestock production
enterprise in the emerging sector. The average cattle herd size for the communal and
emerging sectors were 19, whereas it was 413 in the commercial sector. The primary reason
for keeping cattle in the communal sector was for meat and cash (47% of use). Keeping cattle
for milk accounted for only 10% of use, and draft power of 4%. Non-descript cattle dominate
the emerging sector with the Nguni and Brahman breeds also playing a significant role.”

2.5.2

South African national livestock survey

Research that was conducted by the Agricultural Research Institute during 2013 indicated that
livestock is a major contributor to the clothing sector and to food security. According to Scholtz
et al. (2008): “Cattle farming appeared to be the major enterprise in this sector with extensive
cattle farming accounting for 75% of the systems. The head of the households were mainly
male and more than 60% were older than 50 years. The presence of large numbers of nondescript and Brahman cattle poses a threat to the indigenous cattle genetic resources of this
sector. Indigenous landrace breeds dominate the seed stock industry, and to a lesser extent,
the commercial industry, where British and European breeds are utilised for crossbreeding”.

Table 2.3: Estimated ruminant livestock numbers in South Africa (2010) (in
thousands)

Source: Meissner et al., 2013.
a

Includes small-scale and communal

Research conducted by the Agricultural Research Council (ARC) in 2013 showed the
following: “Eastern Cape boasts the highest concentrations of cattle, sheep and goats
(including Angoras) in the country [see Table 2.3 below]. KwaZulu-Natal is second in beef
cattle and Northern Cape second in sheep. Proportionally the small-scale and communal
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sectors own 41% of the beef cattle, 12% of the sheep and 67% of the goats. Game species
are farmed mostly in Limpopo and the Northern Cape. Pigs in the commercial sector are
concentrated in North West, KwaZulu-Natal and the Western Cape”.

2.5.3

Profile of the emerging and communal beef sector

Table 2.4 insight regarding herd size and the distribution in the emerging and communal cattle
areas per province, in comparison with the standard and norms of the commercial sector. The
only information available regarding herd size in the South African emerging sector is in a
study that was conducted by the National Emerging Red Producers Organisation (NERPO)
during 2000 (Scholtz et al., 2008).

Table 2.4: An overview of weighted herd sizes per province in both the emerging
and communal sectors compared with the average for the commercial sector.

Source: Scholtz et al., 2008.
Various reasons for keeping cattle in the communal areas are given in this paragraph. The
primary reason is for cash and meat, which together accounted for 47% of the total usage.
Despite a lack of structured markets in many of the rural areas of South Africa, the informal
beef market appears to thrive. The cultural and ceremonial aspects were also evident (13.3%).
The lack of banking facilities in the rural areas could be another reason why the communal
farmers continue the tradition of keeping cattle as a form of investment (15.4%). The use of
oxen for draft power was not popular, with a relative importance of only 4.1%. Dairy ranching
as an option for milk production in this sector should receive attention, as the keeping of cattle
for milk accounted for only 10.2% of the total use.
The results of the current survey differ from those of NERPO, as the latter was based on
NERPO membership, while the current survey was based on the population census.

Smallholder Development Plan
About 15 000 smallholder farmers were targeted for the 2011/12 financial year. In addition to
this, a Smallholder Development Plan was established to strengthen coordination with
provinces in regard to the support of the 15 000 smallholder farmers. Brand South Africa
(2011) indicated the following: “For this CASP programme, a grant of over R1 billion has been
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allocated to the nine provinces, which will be paid out in tranches, depending on progress. By
2011 the provinces will have received the initial 10% of their allocation, which will be followed
by a further 20% next month, and the remaining allocations in October and January 2012."
According to Brand South Africa (2011), the Eastern Cape received R174.9 million, Free State
R102.9 million, Gauteng R41.1 million, and KwaZulu-Natal R164.6 million funding.
Brand South Africa (2011) also indicated the following: “Limpopo received R154.3 million,
Mpumalanga R102.9 million, Northern Cape R72.05 million, North West R133.8 million and
the Western Cape R82.3 million. The Department of Agriculture, Forestry and Fisheries aims
to establish 50 000 commercially oriented smallholder farmers focusing on homelands. The
department will also establish these farmers where there is a large concentration of
subsistence producers, including supporting smallholders on land acquired through land
reform in partnership with the Department of Rural Development and Land Reform.

2.5.4

Stock theft

Stock Theft (2013) indicated the following: “Stock theft stripped the economy of R430 million
during the 2011/2012 period with goats to the value of R42 million, sheep to the value of R92
million and cattle to the value of R295 million stolen. This scourge threatens both the
commercial farming sector as well as the emergent farming sector in most of the country. The
increase of stock theft could be attributed to non-compliance by industry role-players, who do
not ensure that livestock is properly identified. Livestock buyers, such as farmers, speculators,
stock-auctions, feedlots and abattoirs, can be, or are unwittingly, recipients of stolen livestock
and are thereby transgressing the law and liable for a fine or prosecution.
Dreyer (2013) has mentioned the following: “The Animal Identification Act, (Act 6 of 2002),
makes provision for the compulsory marking of livestock and the Stock Theft Act, (Act 57 of
1959) that controls the movement of livestock. Both these Acts have been put in place to
support the industry and SAPS to combat stock theft and make it easier to recover stolen
livestock. Research indicates that large part of the livestock trade does not comply by the
provisions of these Acts and does not comply with the basic requirements to prevent stock
theft. The Red Meat Industry Forum encourages its member organizations to comply with
these Acts.”

2.5.5

Climate change and climate smart

According to Scholtz (2014), cattle are often blamed for global warming: “Animal agriculture
accounts for 18% of global carbon emission”. Moreover, Mandleni (2011) has mentioned the
following: “Changes in the Southern African climate may have significant effects on various
sectors of South African society and the economy. The South African Country Studies
Programme identified the health sector, maize production, plant and animal biodiversity, water
resources, and rangelands as areas most vulnerable to climate change”.
The Presidency (2012) has indicated that: “Africa will be heavily affected by the rising
temperatures, more erratic rainfall and extreme weather with an increased spread of tropical
diseases and growing losses (human and financial) from droughts and flooding. Climate
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change has the potential to reduce food production and the availability of potable water, with
consequences for migration patterns and levels of conflict”.

Temperature increases in relation to beef farming
The world’s average temperatures will rise by 1.1 to 6.3 degrees, depending upon the levels
of greenhouse gases (GHG). It is for this reason that beef industry should find and investigate
alternative ways of reducing their contribution to gasses emitted to air and work together.
Feedlots are the ones that have a higher concentration of animals, special environmental care
and legislations should be adhered to reduce greenhouse gases. There is no definite data
indicating the amount of gases contributed by livestock; however, livestock waste can also be
used as a secondary product in energy building and creation (Scholtz, 2014).

Direct effect of climate change on beef farming
Mandleni (2011) mentioned: “Livestock is not only affected by climate change but is also
perceived through research to be a potential contributor to climate change. According to EHP
(2008), agricultural livestock account directly for about 9% of total anthropogenic GHG
emissions on a global scale. Livestock production and associated activities (including landuse change) are estimated to account for 18% of global anthropogenic emissions. It is also
estimated methane emissions that accounted for 30% of these emissions, similar to the
relative contribution of N2O, while land use and land-use change, together with deforestation
related to provision of grazing, accounted for 38%”.

Indirect effects of climate change on beef cattle
According to Scholtz (2014): “Rainfall and water supplies, changes in ecosystem and biome
composition, woody species encroachment and alien plant invasion affect grazing potential
and feed supply. Nutritional stress; warmer environments, natural pasture has both lower
nutritional value and lower tiller density than in temperate regions (climate change will have
the greatest impact on ruminant species)”.

Adapting beef cattle to climate change
Adapting beef cattle to climate change can be done by reducing the GHGs from beef cattle.
This can be done by applying the following:
•

Enhanced production efficiency

•

Breeding that decreases the carbon footprint

•

Livestock products

•

Establishment and implementation of climate-smart production systems

•

The usage of adapted genotypes
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2.5.6

Genetics

According to Beef Cattle Selection and Genetics (n.d.): “improvement of farm animals has
proven to be largely dependent upon a visual appraisal. While this remains extremely valuable
in beef cattle selection, recent history shows many modernizations of economically important
measures of animal performance. The use of genetic prediction (EPD’s) is one of the most
powerful tools in the hands of the beef cattle producer”.

Improving beef production efficiency in South Africa
Scholtz (2014) indicated that: “fertility of beef cattle can be improved in several ways, some of
which are by increasing; cow efficiency; kg calf weaned per LSU; Post weaning efficiency;
select for residual traits; effective crossbreeding and direct selection for low methane (yield)”.

2.6

BUSINESS INTERACTIONS

The Red Meat Industry Forum (RMIF) has various initiatives that are aimed at promoting the
transformation and development of the red meat industry; thus, these initiatives involve the
whole red meat value chain (Table 2.5). In order to achieve this, RMIF makes use of roleplayer organisations that are best suited to start and facilitate developmental projects in their
respective areas of expertise; hence embracing food security, economic growth and job
creation (RMIF, 2016). Indeed, the RMIF has allocated about R7 million per annum to
transformation initiatives across different industry subsectors.

Table 2.5: Initiatives spearheaded by the RMIF
Programme

Objectives

NERPO Linking Livestock
Syndicates to the Red Meat
Value Chain

To build the capacity of 200 cattle farmers, organised into 20
syndicates (small groups), to attain sustainable production (100
breeding cows @ 85% calving rate), to regularly supply high volumes
of quality livestock to the market, and to enable them to become part
owners in the red meat value chain.

RPO Emerging Producers’
Skills Development
Programme

Training and developing approximately 440 emerging/communal
farmers per year. The training courses will be limited to the most
important requirements, which include animal husbandry and animal
health practices, as well as basic farm business and management
practices.

RMAA Technology Transfer
in HAS and HACCP

To provide 40 learners with the necessary knowledge and skills to
implement a Hygiene Management System in an abattoir, and at least
90% of the learners and beneficiaries are previously disadvantaged
individuals.
To provide 5 learners with the accreditation and certification to
conduct audits for compliance and legislation and regulatory
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requirements, and at least 90% of the learners and beneficiaries are
previously disadvantaged individuals.

RMAA Black-owned
Abattoir Enterprise and
Skills Development

To provide hygiene- and slaughter-related training as well as technical
skills support to black-owned abattoirs in South Africa, and at the
same time contributing to the maintenance of standards in abattoirs.

NFMT Meat Cutting
Technician Training

The NFMT has implemented effective basic training of meat cutting
technicians at the distributive level of the Meat Trade, and can report
that a training facility has been established and has trained students
to a level of a Grade II, Meat Cutting Technician. Seven groups of 5
students would participate in the skills development programme over
3 weeks; thus, 35 Grade II Meat Cutting Technicians will be trained.

SAFA Transformation
Initiative in Partnership with
the SA Chefs Association

The South African Feedlot Association embarked on a transformation
initiative in partnership with the SA Chefs Association to train and
empower 2 groups of 14 young unemployed students to become
skilled in the Centre of Culinary Excellence over an 18-week period.

Source: RMIF, 2016.

2.7

FRAGILITY, RISK AND UNCERTAINTY IN THE BEEF VALUE CHAIN

2.7.1

Risk in agriculture and agribusiness value chains

The following subsections focus on the impacts of fragility, risk and uncertainty on the value
chain. These concepts and the impacts thereof on a value chain are sometimes overlooked.
Value chains in agriculture are exposed to these risks which can have a significant impact on
the performance of the entire value chain, reputations, health and safety issues, and consumer
trust, among other things.
According to Jaffe, Siegel and Andrews (2010): “the changing risk landscape in agriculture
and agricultural value chains, and the factors driving this changing landscape, require specific
attention”. Moreover, Cervantes-Godoy, Kimura and Antón (2013) have mentioned: “this view
is confirmed by noting that agriculture is characterised by highly variable returns and is
associated with unpredictable circumstances that determine the final output, value and cost of
the production process. Chuku and Okoye (2009) have concisely noted that “shocks in
agriculture are triggered by a system of multi-scalar stressors or risks. These stressors interact
in complex and chaotic ways to increase the vulnerability of agribusinesses and agricultural
value chains to disasters”.
However, Jaffee Siegel & Andrews (2010) indicated that: “in light of the omnipresence of risks
and massive structural changes in global and national agri-food systems, farmers,
agribusiness firms, and governments face new challenges in the design of risk management
strategies. As a result, it is becoming increasingly important to understand and appreciate the
risks and their impacts on the agri value chain and to develop strategies and policies to prevail
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over these perils. The value of characterising risk from an agri value chain perspective is
therefore clear, both for policymakers and for stakeholders, in order to shape their policy and
decision-making”.

Table 2.6: Categories of major risks facing agricultural supply chains
Type of risk
Weather-related
risks
Natural disasters
(including extreme
weather events)
Biological and
environmental risks

Market-related
risks

Logistical and
infrastructural risks

Management and
operational risks

Public policy and
institutional risks

Examples
Periodic deficit or excess rainfall or temperature, hail, storms,
strong winds
Major floods and droughts, hurricanes, cyclones, typhoons,
earthquakes, volcanic activity
Crop and livestock pests and diseases; contamination related
to poor sanitation, human contamination and illnesses;
contamination affecting food safety; contamination and
degradation of natural resources and processes contamination
and degradation of production and processing environment
Changes in supply or demand that impact domestic and/or
international prices of inputs and/or outputs; changes in market
demands for quantity and/or quality attributes, market demands
for quantity and/or quality attributes; changes in food safety
requirements, changes in market demands for timing of product
delivery; changes in enterprise/supply chain reputation and
dependability
Changes in transport, communication, energy costs, degraded
and/or undependable transport, communication, energy
infrastructure, physical destruction, conflicts, labour disputes
affecting transport, communications, energy infrastructure and
services
Poor management decisions in asset allocation and
livelihood/enterprise selection; poor decision making in use of
inputs; poor quality control; forecast and planning errors;
breakdowns in farm or firm equipment; use of outdated seeds;
lack of in-farm or firm equipment; lack of preparation to change
product, process, markets; inability to adapt to changes in cash
and labour flows
Changing and/or uncertain monetary, fiscal and tax policies;
changing and/or uncertain financial (credit, savings, insurance)
policies; changing and/or uncertain regulatory and legal policies
and enforcement; changing corruption); weak institutional
capacity to implement tenure system; governance-related
uncertainty (e.g., market policies; changing and/or uncertain
land policies and and/or uncertain trade and regulatory
mandates
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Type of risk
Political risks

Examples
Security-related risks and uncertainty (e.g., threats to property
and/or life) associated with politico-social instability within a
country or in neighbouring countries, interruption of trade due to
disputes with other countries, nationalisation/confiscation of
assets, especially for foreign investors
Source: Jaffee et al. (2010)
In the context of agribusinesses, the risks posed by the complexity of the modern agricultural
value chain system constitute a strategic risk. The effects of globalisation and changing
consumer markets compound this complexity. Agribusinesses face rapid and devastating
economic losses, should some part of the chain be interrupted. If a major buyer goes down,
or some other critical link in a business’s chain (over which it has no influence) fails,
agribusiness could see their revenue, reputation and returns on investments collapse. In a
value chain context, disruptions can also ripple throughout the system, and can have a
damaging impact on the chain and its links for indefinite periods of time. The recent listeriosis
outbreak in the South African food-processing sector is an example of this.
Because of the difficulty in managing worst-case scenarios in value chains, it is pertinent to
contemplate the fragility of agribusiness chains and the role that the coordination mechanisms
play in managing risk and fragility in chains. The even more compelling argument for value
chain players to contemplate fragility is the view that whatever is fragile will eventually be
broken, and what is fragile will be affected much more by significant events than by a series
of in-between ones (Taleb & Martin, 2012).

2.7.2

Food value-chain risks

Beyond the general risks associated with doing business in an increasingly complex
environment and the typical risks associated with agricultural and agribusiness chains, lie the
risks that make food value chains unique. Food safety risks in value chains are well known,
with equally familiar consequences. Food-related illness outbreaks can affect multitudes of
consumers and result in significant medical costs and, in the worst cases, fatalities. The
listeriosis outbreak during recent months in South Africa is an example of this. ‘Food scares
and scandals’ also result in losses of revenue, remedial and recall costs, damage to corporate
identities, and liability and damages claims for businesses in the chains that are involved. The
significance of these food-chain risks is evidenced in a survey by the (EFSA, 2010) which
reveals that 79 % of European consumers are concerned about the safety of their food and
the commercial impacts of food safety scandals (Hussain and Dawson, 2013). The food value
chain is particularly exposed to risk and uncertainty in its functioning (Diabat, Govindan &
Panicker, 2012, Handayati, Simatupang & Perdana, 2015). Despite the obvious impacts of
food safety risks, a lesser known but significantly challenging risk is economically motivated
food adulteration and food fraud. Effective risk management of food fraud and adulteration
requires more than a general approach to chain risks, but instead, an in-depth “scientific
knowledge of ingredients, packaging and manufacturing processes that drive food quality and
safety” (Deloitte, 2013; Everstine, Spink & Kennedy, 2013).
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The complexity, in itself, of the modern agricultural value chain system is a strategic risk for
agribusinesses. Agribusinesses and their chains face swift and devastating consequences
should some part of the chain that they are involved in be disturbed. If a key buyer
unexpectedly goes bankrupt, a major product recall is required, or a strategic link in the chain
fails, agribusiness’ revenue, reputations and returns on investments can perceivably collapse
overnight. The strategic risk arising as a result of the interconnectedness of many value
chains, especially those that are highly coordinated or integrated, highlights the exposure that
a disruption in one link of the chain can cause in other links, up and down the chain (Slezak,
2014). This requires that stakeholders in the chain need to be alert about these risks and need
to be able to act swiftly, in the interest of their other stakeholders in the value chain, their
consumers and their reputations.

2.7.3

Why are risk and uncertainty in value chains important?

Consideration of risk and uncertainty in the analysis of value chains and their coordination is
important. Risk and uncertainty, as noted earlier, can have a direct and dramatic impact on
the potential to create value and returns on investments in chains, and are always present and
diverse within agricultural value chains (Jaffee et al., 2010). A broader view of risk and
uncertainty is also required in the context of agricultural value chains because more often than
not, attention is focused on “addressing one type of risk faced by particular stakeholders (e.g.
weather risk facing farmers; price risk facing traders), even though supply chain actors are
typically inter-dependent and need to manage several different types of risk” in a coordinated
way (Jaffee et al., 2010).

2.7.4

The concept of fragility

The financial crisis of 2008 can broadly be interpreted as “an underestimation of risks, not only
of the probability of large impact, unforeseen random events, but of the financial system’s
fragility” (Taleb and Martin, 2012) to these events. The concept of fragility is also relevant to
value chains and, like businesses, chains can be fragile, robust/resilient or even anti-fragile.
A fragile chain implies that a “break” or “adverse event” in one link in the chain results in an
accelerating impact or non-linear feedback into the rest of the chain. Fragility and anti-fragility
mean potential harm or gain from exposure to an ‘occurrence’ that is related to adverse or
beneficial occurrences. The ‘occurrence’ may include “any one of the members of the
extended disorder family including uncertainty, variability, imperfect, incomplete knowledge,
chance, chaos, volatility, disorder, entropy, time, the unknown, randomness, turmoil, stressor,
error, dispersion of outcomes, unknowledge” (Taleb, 2012).

2.7.5

Fragility in a South African meat chain

Fragility is expected to be prevalent in meat value chains. Fragility has been investigated in
selected chains in the broader South African lamb value chain (Jordaan, 2017). The results
are also expected to be applicable to the beef value chain. The major fragility factors that have
an influence on the chain players are summarised in Table 2.7 below.
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Table 2.7: Major fragility factors per chain player

From the analysis, it is evident that specific factors, unique to each activity, emerge as
significant dimensions of fragility. Producers are uniquely fragile regarding buyer and
operational reliability; abattoirs regarding the quality and training of human resources, and the
quality and adequacy of infrastructure; packers regarding regulations and supplier reliability;
and retailers regarding the management information and supplier relationship and alignment
(Jordaan, 2017).
Considering the fragility of the respective actors in the South African lamb chain (which could
also apply to the beef value chain), it can be noted that while the actors differ in terms of the
fragility with regard to specific factors, the overall fragility score per actor is fairly similar. In the
context of the South African lamb chain (and probably in the beef value chain), the perennial
discussion is which actor is more exposed to uncertainty. In this specific case, packers and
retailers are exposed to relatively higher levels of fragility, as opposed to producers and
abattoirs. While there are nuances to the sources of fragility in the South African lamb (and
beef) chain, the order of overall magnitude of fragility is somewhat similar for most actors. A
further observation relates to the differences in the fragility factors per actor and the equal size
of the overall fragility per actor. The implication is that large-impact, rare events for one actor
could foreseeably have a similar impact on another actor, and that such an event would not
remotely be on the radar of the second actor. By way of example, given the other players’
sequential interdependency with packers in the specific lamb value chain, a change in
regulations and compliance requirements at the packer level could, conceivably, have dire
spill-over effects for retailers, abattoirs and producers due the golden thread of exposure to
quality and safety performance and cash flow uncertainty (Jordaan, 2017).
The recent listeriosis outbreak during January 2018 to March 2018 had impacted severely on
the food-processing actors in the food value chain. The impact throughout the chain could still
escalate. Consumer trust has been shaken and will take some time to be restored. Companies
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could suffer severe losses and legal action could be expected. This illustrates a similar
vulnerability in the beef value chain.

2.8

CONCLUSIONS

The structure of the South African red meat industry is categorised as highly organised.
Representatives of all the role-players, from producers to consumers, are part of the South
African red meat industry. Each of the role players performs functions that concern its segment
of the sector (AU-IBAR, 2016). Matters of common interest, like research and development,
consumer assurance, consumer communication and education, transformation and
development, industry liaison, production development, and compliance with legislation, are
dealt with by the industry collectively (AU-IBAR, 2016). The statutory levies and funds from
the Meat Industry Trust are used by the industry to finance such functions.
For beef production to be profitable, sustainable and competitive globally, it is imperative that
farmers be provided with information, education, training and extension services. Thus,
information about sustainable farming techniques, market opportunities, consumer
preferences, and market prices is very important to producers (Randolph et al., 2007). The
South African red meat value chain consists of many service providers that offer support
services, such as marketing information (prices, supply, demand, and grading), pricing and
veterinary services. At grass-root level, the RPO and NERPO are the main industry
organisations, with a combined membership of approximately 70 000 members (Farmer’s
Weekly, 2016). Therefore, these support services are readily available to farmers. However,
in some instances, these support services are not always accessible to smallholder farmers
due to various factors such as low literacy levels and inefficient communication systems
(Ntshephe, 2011). Indeed, some of the important information is normally transmitted in English
via platforms such as radio, television and the internet, which are not easily accessible to many
smallholder farmers (Marandure, 2015).
An improvement in the beef calving percentages, herd composition, and an increment in
carcass mass, in the communal sector, will likely result in a substantial increase in national
beef production (Phillips, 2013b). Consequently, this will lead to an improvement in beef
supply and the viability of the entire South African beef value chain.
Although the South African beef sector seems to be thriving, a comparison of its average
productivity with those of other nations indicates that the South African beef industry is not
attaining its full potential (Phillips, 2013b). This can be attributed to the low productivity in the
communal sector. If this could be rectified, the South African beef industry would have a good
chance of reaching its full potential, given that South Africa can take advantage of the growth
of the middle class in Africa and also in the estimated increment in population growth that is
associated with demand for beef. If the demand for beef rises, then local beef supply should
be increased, especially from the communal farmers. Thus, calving and weaning percentages
must be improved by improving the infrastructure, herd quality and farmer training in grazing
and livestock health management, etc. (Phillips, 2013b).
Recently, there have been noticeable improvements in cattle feeding methods and herd quality
through the implementation of various technologies, like genomics, in other parts of the world
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(Phillips, 2013b). However, the South African communal beef farmers have no access to such
advancements in feeding practices and herd quality. Owing to numerous factors, such as
environmental concerns, it is challenging to increase the South African herd. Thus, there is a
need for improving the efficiencies of the current production systems.

2.8.1

Smallholder farmers and the impact of risk

Although agriculture is generally associated with risk, a factor to consider is the impact of the
different dimensions of risk on smallholders and their ability and appetite to participate in the
agricultural chain. According to Cervantes-Godoy et al. (2013), smallholder farmers are most
likely to be disproportionately vulnerable to the impacts of risk. Owing to this vulnerability, the
consequences of these risks can be extreme, usually trapping smallholder farmers in a poverty
trap or pushing them into deeper poverty. The relationship between risk and the fortunes of
smallholder farmers is recognised (Eakin, 2000), along with the impact of risk and high
transaction costs, which have a snowballing, detrimental effect on their ability to get markets
to work for them (Torero, 2011). These consequences will also affect smallholder beef
farmers. The fact that ’most smallholders in most developing areas are probably somewhat
land constrained, poorly linked to markets, and more vulnerable to risk than are larger farmers
in the same areas, is also noted as a constraint. However, not all smallholders are equally
land constrained, market oriented, or vulnerable to risk (Chamberlin, 2008).
According to Louw and Jordaan (2016): “In the South African setting one can expect
smallholders are exposed to a larger number of business risks and lower returns than in
integrated markets where risks are more widely shared among chain actors. The result is that
smallholder farmers generally remain constrained by their capacity to manage their risk-return
trade-offs, which curbs their ability to exchange stable crop production for intensified
agriculture. The significance of risk to smallholder farmers is obvious, as it pertains to global,
regional and local dimensions in the South African context. The difficulties that smallholder
farmers have to navigate are likely to drive them into deeper vulnerability and trap them in a
state of underdevelopment if there are no mechanisms to manage risks. These aftermaths
can be ill-afforded in the South African setting where the development of smallholder farmers
is a huge imperative for rural expansion, economic development and social cohesion”.

2.8.2

Risk and the poverty trap

Louw and Jordaan (2016) are of opinion that: “Given their precarious situation, many
smallholder farmers tend to be risk adverse and they are thus less inclined than non-poor
groups to move up the ‘risk-return’ ladder towards potential higher incomes and returns”.
According to Dorward et al. (2009): “The consequences of the difficulties that smallholders
face can be explained by the distinctive ‘poverty trap’ [as depicted in
Figure 2.12 below]. The ‘poverty trap’ is a typical, self-enforcing cycle in which the povertystricken are inescapably caught. This trap is caused by a weak institutional and infrastructural
environment where smallholder farmers’ strategies result in low economic activity, thin
markets, high transaction costs and risks and high units cost that limit access to markets and
development, which in turn result in constrained economic development of those farmers.
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The premise is that a change in smallholder farmers’ risk-bearing or management capability
is critical to escaping from the poverty trap. It is postulated that the central ‘market access’
theme as a stumbling block to the development of smallholder farmers is actually the result of
farmers’ inability to endure or manage risks rather than a superficial view of market access
independently”.

Figure 2.12: The classic poverty trap
Source: Adapted from Dorward et al., 2009.
In the beef value chain, the smallholder farmer is at primary production level and is exposed
to many technical, market, and financial risks that need to be considered when managing the
risks that they are exposed to. Further integration into the main value chain exposes them to
different risks, over which they have even less control. Arguably, a critical construct in the
mainstreaming of smallholder beef farmers is their risk bearing and management ability.
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CHAPTER 3: METHODOLOGY
3.1

PERSECTIVES ON VALUE CHAIN DEVELOPMENT

3.1.1

Introduction

According to Donovan et al. (2013), value chain development (VCD) is categorised as an
intervention that is taken with the aim of improving and upgrading chains of developing farmers
through improved connections between business and the rural people. VCD can, through
constructive and innovative interventions, alleviate poverty to a certain degree. Innovation
strategies, policy changes and technology can help support emerging and rural farmers by
creating a more conducive environment for enterprise development which can create
expansion of markets for the farmers, hence generating more income for the rural households.
An effective intervention is seen as one with the positive impact it has in a situation, long after
the project was implemented. A successful intervention is categorised as one that creates
significant and potentially longstanding benefits for the rural poor, at scale. The purpose of
this document is to create interventions that are both effective and successful, and that is in
line with the study’s vision and mission, which is described below.

3.1.2

Vision and mission

The sector growth strategy vision and mission are defined as follows:
The strategic vision is to create a sustainable and profitable beef industry that includes the
informal rural livestock in the formal economy of South Africa.
The mission is to encourage rural farmers, the private sector and the government to join
forces together in order to create a platform for rural farmers’ livestock to enter the formal
economy of South Africa.

3.1.3

Strategic choices and themes

The analyses that were conducted through various workshops, stakeholder interviews,
business case studies, and literature review in line with the objective set for the study, informed
the strategic themes and choices that were developed below. These strategic themes also
have sub-themes that assist in developing strategic interventions that are discussed in the
following sections.

3.2

BEEF INDUSTRY SECTOR PROFILING

3.2.1

Introduction

This chapter focuses on the sector profiling that was conducted by the team members to
identify the most promising value chains, and where significant improvement can be made.
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3.2.2

Methodology to identify the most promising value chains

The objective of the multi-criteria analysis is to identify value chains with the highest potential
for development within the context of this study. The authors do not imply that there is not a
potential for smaller value chains. However, the objective of the elimination process is to select
value chains with the highest potential for being upgraded and incorporate the 40% of cattle
from smallholder farmers. Consider Figure 3.1 below as the point of departure for the
elimination process that was applied. The multi-criteria analysis is based on four criteria that
are listed below:
•

Institutional: FRAMEWORK CRITERIA

(15% weight)

•

Growth potential: DEMAND CRITERIA

(35% weight)

•

Growth potential: SUPPLY CRITERIA

(30% weight)

•

Economic, social and environmental: IMPACT CRITERIA

(20% weight)

It should be obvious that the demand criteria should have the highest weight, since if there is
not a demand for a product and if it cannot be produced competitively, there will not be a high
development potential for that product’s value chain. Similarly, supply criteria must also carry
a higher weight, since production potential, value-adding potential, innovation potential and
comparative advantage are also of paramount importance for the sustainable growth of the
value chain. Economic, social and environmental criteria are important from a social or
government perspective. Finally, the institutional framework criteria refer to a business
environment that is conducive to the development of the value chain.

Figure 3.1: Multi-criteria framework for selection of agro-processing value
chains
Source: UNIDO, 2011.
The first step of the methodology was to identify value chains applicable to the beef industry
of South Africa. This was done with the aid of a literature review that was conducted.
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3.2.3

Beef products

In the beef industry, the main product produced is live animals (cattle). Cattle of all ages are
slaughtered and beef carcasses are processed into primal cuts as illustrated in Figure 3.2.

Figure 3.2: High-value beef products VC
Source: Carcass content of cull cows, 2015.
However, only 30% to 40% of a beef carcass is edible as beef. Most of the remaining weight
is recovered as by-products for edible, inedible or for medicinal use. Edible beef by-products
such as variety meats / offal are moderately known and the nourishing value of kidneys, liver,
tripe, brains, sweetbreads and tongue is recognised. Other edible by-products that are less
known are fats that produce oleo oil and oleo stock that is used as an ingredient for the
manufacturing of margarine. Oleo stearin is used as an ingredient in manufacturing chewing
gum as well as certain candies. Another product that is used to produce marshmallows, ice
cream, and gelatine desserts is gelatine. Intestines are used as a natural product for sausage
casings. Figure 3.3 illustrates a myriad of possible nonedible and medicinal by-product value
chains in the beef industry.

Figure 3.3: An overview of various value chains related to beef production
Source: Zhang, 2011.
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From the above section, the following value chains were identified as a starting point:
•

Live animals

•

Carcasses

•

Hides

•

Offal ("Fifth Quarter")

•

Hair

•

Hooves and horns

•

Carcass bone and blood meal

•

Cattle dung as feedstock for production of bio-energy.

Within the scope of the study, it is impossible to conduct a comprehensive analysis of each of
these value chains (VCs). After debate and discussions by the experts and within the context
of this study, the following VC categories were selected for applying the MC framework to
select the most promising VCs:
•

Live animals

•

Carcasses

•

Hides

•

Offal ("Fifth Quarter")

•

Carcass bone and blood meal

•

Cattle dung as feedstock for production of bio-energy.

During the multi-criteria process, the linkages between value chains were considered, e.g. the
production of a high-quality carcass is the link to a number of other value chains. High-quality
live animals are the link to all the other value chains, and the production of high-quality hides
constitutes the key to many VCs in the leather industry. The export potential was also
considered, since the local market is limited to a number of beef products.
In conclusion, on each of the profiles, a score from 1–5 (1=low, 5=high) was attached to each
sub-criterion (16). The total score was then weighted to arrive at an overall score for each
value chain (see Table 3.1 below).
Both large and small agro-processing value chains can earn high scores. However, small
agro-processing value chains receive a high score when there is a strong demand for the
product, the supply side is geared for growth and if there is strong cohesion between the
industry role-players to grow the value chain. The latter plays a significant role regarding the
implementation of a strategy in order to unlock the opportunity.
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Table 3.1: Multi-criteria analysis of selected VC categories

3.2.4

Selected beef value chains for the in-depth value chain analysis

After the Multi-Criteria Analysis was applied, the following weighted scores were obtained for
the selected value chains:
•

Carcasses

88%

•

Live animals

81%

•

Hides

79%

•

Offal

73%

•

Carcass bone and blood meal

69%

•

Cattle dung

70%

Since there is a level of subjectivity in allocating the scores, it can be assumed for practical
purposes that all value chains that scored above 80% are approximately the same, while there
is also a very small difference for those scoring between 70% and 79%. It is therefore
suggested to select 3 “impact players – game changers” and 3 smaller low hanging fruits. The
report finally recommended the following value chains:
•

High-quality live animals (impact player)

•

High-quality carcasses (impact player)

•

Hides (impact player)
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•

Offal (low hanging fruit)

•

Dung (low hanging fruit)

•

Carcass bone and blood meal (low hanging fruit).

3.3

STRATEGY DEVELOPMENT

3.3.1

Introduction

This section serves as a future strategic guideline for decision-makers and other stakeholders,
including investors, government departments, and the private sector value chain beef actors.

3.3.2

Identification of interventions required to upgrade the VC

All the specific required interventions identified by the participants during the workshops are
linked to the constraints which were also identified during the in-depth value chain analysis.
Intervention Area 1: Livestock production Interventions – represents the appropriate
business, technical and economical skills, and other skills necessary to optimise a livestock
farming enterprise into a profitable business unit.
Intervention Area 2: Production technology transfer – to build technology/skills transfer
models ensuring sustainable agriculture and food security.
Intervention Area 3: Inclusive Business models & Marketing channels – represents the
role of business interventions and business models, as well as possible investment areas
which could benefit the strategic goal of incorporating the communal and emerging farmers’
produce successfully into the beef value chain
Intervention Area 4: Support Service Delivery to emerging and communal farmers – to
implement a coordinated support system in conjunction with Government Departments,
Organised Agriculture and VC actors.
Intervention Area 5: Regulatory & Institutional Agricultural framework – represents the
regulatory constraints and gaps identified during workshops held throughout the country in
2017. These proposed interventions should be addressed by governmental departments and
other stakeholders responsible for dealing with the different problems experienced.

37

CHAPTER 4: IN-DEPTH BEEF VALUE CHAIN ANALYSIS
4.1

BEEF VALUE CHAIN ANALYSIS

4.1.1

Introduction

Livestock (beef, in this case) is produced throughout South Africa and is a major contributor
to food security, economic and social opportunities, and stability. Species, breeds and
numbers vary according to different grazing (veld) biomes, carrying capacity of extensive
grazing, grazing practices, and environmental factors such as heat and water supply, as well
as production systems such as cow-calf, long weaner, grass-fed or feedlot systems.
Vertical integration and optimal land use tend to gather intensive production systems near
metropolitan areas and feed suppliers. However, more than 70% of agricultural land can only
be utilised by livestock and game, and thus, for extensive farming practices (Meissner et al.,
2013). According to DAFF (2014), three groups of cattle producers exist in South Africa, as
described below:
•

Commercial beef producers who farm with breeds based on Bos taurus taurus and/or
cross-bred with Bos taurus indicus types to derive the well-known Bonsmara / Brangus
and Simbra breeds. They use sophisticated breeding / selection methods and
technology, as well as feeding, veterinary, management technology to be sustainable
and competitive in the market.

•

Emerging beef cattle farmer who either own or lease land from government (Land
Redistribution for Agricultural Development (LRAD) beneficiaries). They mostly farm
with indigenous or cross-bred species.

•

Communal cattle farmer farming on communal grazing land, mostly with indigenous
species.

This in-depth analysis aims to provide valuable information on the actors involved with the
beef livestock industry (from primary producers to feedlots and direct sales to abattoirs), their
functions, best practices, norms and standards, sourcing of supplies and inputs, technology
and capacity, sustainable production practises, finance and profitability, markets and trading,
governance and legislation, key success factors, SWOT-analysis, as well as the business
environment and constraints.

4.1.2

Value chain description and maps

The livestock value chain map as indicated below illustrates the product flows, from raw
material to end-markets, and specifies how the industry functions. This is illustrated in Figure
4.1 below.
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Figure 4.1: Value chain map / beef
Source: Badenhorst & Pienaar, 2017b.
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Readers should be aware that the livestock value chain is only one of a few value chains in
the beef industry. In order to gain perspective about the latter, an overview of the main beef
industry is provided in Figure 4.2 below.

Figure 4.2: Illustration of the South African beef industry
Source: RMRDSA, 2017.
In order to understand the livestock beef value chain thoroughly, it is important to have an
overview of the number households involved in livestock production and the amount of cattle
available, as well as the amount of beef slaughtered and consumed. Table 4.1 provides a
synopsis of the above-mentioned factors.

Table 4.1: Overview of South African beef industry
Indicator
Numbers
Households involved
1 096 854 (*1.2 million)
in livestock production
Households owning cattle
613 662
Cattle numbers
13,896 million (*13.6 million)
Annual Turnover
*R60 billion
Emerging & Communal sector
Owning 42% of cattle numbers
Nett exports meat and hides
*R3.3 billion
(2016)
Livestock agents (levy)
51
Source: RMIF, 2016; *RPOb, 2017.
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4.1.2.1 Product description
Livestock (cattle)
Meissner et al. (2013) have indicated that approximately 35 000 commercial farmers and 2
million emerging/small-scale farmers, including communal farmers, are involved with livestock
production.

Table 4.2: Amount of Commercial and small-scale / communal farmers
Province

Commercial

Small scale/Communal

Western Cape

219 000

232 000

Northern Cape

603 000

208 000

Eastern Cape

1 531 000

1 272 000

KwaZulu-Natal

1 409 000

1 116, 000

Free State

1 232 000

911 000

Mpumalanga

868 000

603 000

Limpopo

650 000

433 000

Gauteng

321 000

245 000

North West

1 035 000

713 000

Total

7 868 000

5 733 000

Source: Meissner et al., 2013.

Breeds and selection traits
Almost 40 different breeds are available to beef farmers, with many breed societies and their
breeders competing for the commercial farmers’ business. Traits being claimed include ADG,
feed conversion, well-adapted to harsh circumstances, milk production, easy calving,
mothering characteristics, and profitability. Table 4.3 below lists the classification of various
breeds.

Table 4.3: Classification of Breeds
Scientific Name
Bos taurus taurus
(British)
Bos taurus taurus
(European)
Bos taurus taurus
(Sanga)
Bos taurus indicus
(Zebu)

Breed
Angus, Dexter, Hereford, Beef Shorthorn, South Devon,
Sussex, Red Poll
Charolais, Braunvieh, Limousin, Pinzgauer, Simmentaler,
Romagnola, Gelbvieh
Afrikaner, Ankole, Drakensberger, Nguni, Tuli
Brahman (Grey and Red)
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Scientific Name
Hybrid breeds
(cross-breeding)

Others

Breed
Beefmaster (Brahman x British/European), Bonsmara
(Afrikaner x Hereford/Shorthorn), Brangus (Brahman x
Angus), Santa Gertrudis (Brahman x Short and Hereford),
Simbra (Simmentaler x Brahman)
Boran (Bos taurus taurus and Bos taurus indicus, Eastern
Africa)

Source: Bergh, 2010.
Factors influencing the choice of breed will include environmental factors, where adaptability
to weather, pasture quality and especially tick-related diseases will influence the choice. Other
factors include the cross-breeding benefit, especially for a feedlot production system, as well
as other benefits such as frame, maturing and fertility in pure breeding systems or crossbreeding system, choices. Other factors include:
•

Market requirements (size of carcasses and meat quality)

•

Feedlot requirements (ADG, feed conversion, etc.)

•

Traits of performance indicators

•

Size of genetic pool

•

Available and reliable performance test data

•

Availability of bulls/or semen for Artificial Insemination (AI) purposes.

The relevance of a breed, according to Neser, F.W.C.; Erasmus, G.J. and Scholtz (2008), for
being sustainable will depend, however, on the gene pool (numbers) available (locally and/or
internationally) for sustaining genetic diversity, as well as for selection pressure to increase
probability of superior genetic progeny. Table 4.4 below list the leading registered breeds with
SA Studbook.

Table 4.4: Leading registered breeds with SA Studbook
Position

Breed

Herds

Registered
Animals

% of All Animals
Registered

1

Bonsmara

360

136 172

33.8

2

Nguni

289

58 398

15.1

3

Beefmaster

137

55 782

14.5

4

Boran

365

39 050

10.5

5

Angus

162

22 491

5.8

Source: Veeplaas, 2016.
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Breeding objectives, the choice of breeds, selection and cross-breeding practices are based
on the following factors:
•

Environmental (grazing/climate/others) resources and limitations

•

Market and client preferences

•

Existing traits and characteristics in cow herd

•

Preferred production system

•

Other resources and limitations such as affordability/availability of breeding material

•

End goal of farming enterprise

•

Combination required with regard to early (Angus/ Tuli/ Nguni), intermediary

•

Beefmaster / Bonsmara and late maturing Simmentaler / Charolais / Limousin

Selection represents the process of determining which animals will produce the next
generation of offspring in the herd. It changes the genotype of the population over time and
can be implemented through sire semen purchases, culling/selling of sires and/or dams,
replacement purchases and retention of desired animals (Van der Westhuizen, 2017). Traits
are also linked to one another and this means that selecting for one trait might influence
changes in other traits. Different traits also have certain different heritability percentages that
indicate the percentage of the variation of the trait selected due to genetics (Red Meat, 2016).
Crossbreeding production systems (various systems exist) exploit the heterosis or hybrid
vigour effect to increase yields of economically important traits in the offspring of pure-bred
breeds. This leads to the improvement in performance by the individual cross-bred calf above
the average of its combined parents. “It is an advantage that can amount to as much as 25%
greater lifetime productivity (kg of calves weaned per cow) for crossbred cows as compared
to straight bred cows/breeds”, according to beef specialist Jim Gosey from the University of
Nebraska (Beef Magazine, 2006).

Feedlot requirements for weaners
The most efficient animal bought by the feedlot will be determined by the ratio of effective or
useful output to the total input in the feedlot system, exhibiting a high ratio of output to input.
When this is applied to feedlot requirements, weaners in a herd, breed or population should
be identified and purchased that could produce the most product (kg of carcass) per unit of
input, with the minimum costs, waste and effort. The biggest cost item in a beef operation,
whether it is a cow-calf system or a feedlot, comprises feed costs. Efficient production systems
will lower the input feed costs (dry matter intake and costs thereof) and increase the output in
average daily gain (ADG) and weight of carcass (Hunsley, 2010). Table 4.5 below reflects the
ADG and feed conversion ratios (FCR) of different breeds.
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Table 4.5: Breeds’ ADG and FCR performance results by the ARC
Type

Breed

Bos Indicus
Bos Taurus africanus

Brahman
Afrikaner
Bonsmara
Drakensberger
Nguni
Tuli

Average
Bos Taurus Indicus

Average
Bos Taurus British

Average
Bos Taurus Dual P

Average
Taurus - Lean

Average Daily
Gain
(ADG)(kg)

Feed Conversion
Ratio (FCR)

1.360
1.290
1.645
1.564
1.212
1.166
1.375
1.677
1.582
1.730
1.570
1.640
1.784
1.529
1.808
1.765
1.609
1.700
1.738
1.935
1.914
1.771
1.840
1.980
1.661
1.832
1.824

6.92
7.07
6.71
6.94
7.40
7.25
7.07
6.32
6.90
6.38
6.45
6.51
6.23
7.01
6.56
7.07
6.64
6.70
7.11
6.58
6.57
6.45
6.68
6.03
6.65
6.72
6.47

Beefmaster
Brangus
Santa Gertrudis
Simbra
Hereford
Red Poll
SA Angus
Shorthorn
Sussex
Braunvieh
Gelbvieh
Simmentaler
South Devon
Charolais
Limousin
Pinzgauer

Average
Source: Scholtz et al., 2013.

The following traits or characteristics prove to be economical for feedlots:
•

Young weaners with an excellent feed conversion ratio potential (FCR) between 5.3
and 6.7 kg feed per kg weight gain – calves between six and nine months of age

•

Weaners with a genetic potential to grow above 1.7 kg of live weight per day (ADG)

•

Long and deep-bodied frame, with a good spring of rib and depth of muscling

•

Animals with a moderate temperament
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•

Bull calves or oxen grow better than heifers do, and tend to fatten more easily at a
lighter weight. (70% male: 30% female is the norm in feedlots)

•

Weaners that adapt more readily to feeding troughs are usually more efficient than
calves from farms where no supplementary feed was offered to herds

•

Calves already weaned for at least 3 weeks and that are over weaning shock prove
more adaptable

•

Disease-free weaners entering feedlot

•

Weaners weighing between 200 and 240 kg live weights are preferred, but
from 160 kg to 200 kg are also bought, and backgrounded and adapted
entering the feedlot. Calves weaned at weights between 240 and 300 kg
weight are also bought, but at lower prices to compensate for the shorter
available to add value in feedlot.

calves
before
of live
period

However, many other factors also exist, which include the fact that feedlots and linked
abattoirs are in a numbers game, where throughput is important and good quality weaners
come at a price and are sometimes scarce. Feedlots do fill up with weaners not necessarily
qualifying with the above-mentioned traits, just to keep the business running. Lower prices per
kilogram are paid to compensate for lack of efficiency. Adaptability to harsh environmental
conditions in Southern Africa is necessary in the gene pool of cow herds for them to be
maintainable in the long run (Badenhorst, 2017).
The conditions and requirements of feedlots are classified as barriers to entry for emerging
farmers, as feedlots require high volumes of weaners that are vaccinated, dehorned, tattooed,
and procured and collected in truckload quantities in order to optimally utilise transportation to
feedlots. Much has been done to address barriers with stakeholders in the feedlot industry
involved in breaking down barriers. Operational success on a large scale is, however, still
limited. (Badenhorst, 2017).

Grass-fed cattle
Slaughter-ready cattle are also produced in a grass or pasture free-ranging system, and are
marketed and ‘branded’ as grass-fed beef. All the breeds do qualify, but indigenous breeds
are more adapted to the grass-fed production system, especially in harsh climatic conditions.
Weaners are kept on veld until they are market ready at either AB-grades (18–24 months of
age), or B-grades (24–42 months of age).
According to the Grass Fed Association (2014), production systems should adhere to the
following:
•

Cattle should be humanely reared in a sustainable natural environment

•

Protected against disease and both external and internal parasites

•

Keep cattle in a free-ranging system

•

Feed livestock on grazing pasture
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•

Supplement sufficient nutrients when necessary

•

Cattle must be free of administered growth enhancing drugs, such as growth
stimulants, hormones, systemic antibiotics and beta antagonists.

The production system is audited by the SA Meat Industry Corporation (SAMIC).

4.1.2.2 Core functions in the value chain
Two calving seasons in a production year allow farmers to lessen supplementary feeding costs
by utilising the seasonal rainfall pattern in the so-called ‘green season’. The summer and
spring months are therefore the best calving season for cows, especially in the summer rainfall
areas of South Africa. This, however, does create weaner oversupply during May and June,
with weaners’ prices coming under pressure.
By having a second calving season, farmers can better spread income and cash flow over a
twelve-month period and create the opportunity for higher weaner prices when supply is low.
Some cattle producers raise their own calves to about two years of age (oxen/tollie system)
and sell them directly to abattoirs, also as a ‘grass-fed’ or ‘certified natural’ brand, as opposing
to the ‘grain-fed’ animals from feedlots. Combinations of weaner and oxen/tollie production
systems do exist.
Speculators buy directly from commercial and communal farmers or buy at auctions. Prices
are negotiated between speculator and producer when buying directly, and on the highest bid
when buying at auctions. It is a viable option at many times for producers, without transport
and weighing facilities or time, to visit auctions and sell directly from the farm. Feedlots also
prefer buying directly from selected farms to secure quality of weaners, as well as lessen the
impact of stress associated with auctions and additional handling and transport costs.
The role and commission of agents in the beef sector has been explained earlier. Livestock
auctioneering companies also play a large role as agents and auctioneers, but also in stud
breeder’s production auctions, where superior genetic livestock comes on auction. Many large
feedlots prefer to buy directly through designated agents who procure calves on farms and
transport them from the farm directly to the feedlot to cut out unnecessary stress on calves
going through the auctioning processes. However, the reader should keep in mind that
livestock auctioneering companies require cattle that meet the requirements of feedlot and
abattoir owners, which include high numbers of cattle that are vaccinated, dehorned and
tattooed in order to transport a full truck of cattle to the final destination.
Livestock auctions are usually held at strategic collecting points that can accommodate large
numbers of animals, and are scheduled at regular times or scheduled on an annual calendar.
Sales are done on the hoof, usually with a detailed catalogue in the case of stud-breeder
auctions. The basic functions of auctioneering companies are (Badenhorst, 2017):
•

Advertising auctions and advising buyers

•

Promoting attendance of buyers

•

Verifying the credit worthiness of buyers
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•

Sourcing animals from producers/farmers for the auction

•

Supplying the auction venue, weighing facilities, kraals and personnel for the
auction to function properly

•

Helping in selecting groups or lots of animals and marking them appropriately

•

Grouping, caring, and off-loading/loading of animals

•

Selling to highest bidder

•

Verifying legal ownership of animals before selling them at the up-coming auction

•

Securing payments from buyers.

Livestock auctioneering companies also play a role in procuring animals from emerging and
communal areas for regular auctions, as well as organising formal activities within the
communal areas. Incorporating the livestock from these areas into the value chain should,
however, be a collective effort, combining good organising skills and cooperation from all
stakeholders and agents. To really have an impact on success rate, farmers should focus on
the following:
•

Improving genetics of available herd by sourcing superior bulls

•

Training of farmers to become emerging producers instead of subsistence farmers

•

Training and deployment of agents in the communities to operate on behalf of big
auctioneering companies

•

Organising Kraals and handling facilities

•

Organising monthly auctions in strategic places within the communal areas

4.1.2.3 Value chain actors and their functions as well as service provision
The core functions linked to direct actors and their activities are presented in Table 4.6.

Table 4.6: Core functions, actors and activities description
Core Functions
Primary
Production

Direct Actors
Commercial/emerging and
Communal farmers
Agribusiness retail outlets
Banks and financial institutions
Suppliers (feed/ pharmaceutical/
equipment
Genetics – stud farmers or seed
firms
Studbook / Breedplan / RPO /
NERPO /DAFF

Activities
Growing of breeding
bulls/heifers/producing
weaners for feedlots or
slaughter-ready animals
from own feedlots or grass
fed directly to abattoirs
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Input Brokering

Feedlot agents/ agribusiness agents
and/or auctioneers

Secondary
Production
1st Stage

Feedlot owners/farmers with own
feedlots
Agents/auctioneers/farmers/own or
other transport

2nd Stage

Pharmaceutical companies
Feed raw material or feed company
suppliers
Equipment & other suppliers
Service suppliers:
Veterinarian
Animal Scientist/ nutritionist
Own personnel
(admin/financing/operation)
SAFA
Regulatory framework

3d Stage

Same as described above

4th Stage

Own personnel

Procuring and/or auctioning
of animals for either
feedlots/abattoirs or agents
or between primary
producers (farmers)

Procuring (direct and/or
auctions), quality assurance,
handling and transporting
Processing of animals
Identification
Weighing
Sorting of feeding groups
(weight and gender)
Preventative
vaccination/health
management/parasite
control
Treatment protocols
Implanting of hormones
Adaption to feeding
Supply of adequate/good
quality feeding/water and
bedding
Castration and dehorning (if
applicable)
Formulation, mixing/feeding:
Background ration
Starter ration
Grower ration
Finisher ration
Feed bunk management
Monitor DMI, ADG, FCR,
etc.
Health
Management/treatments
Facility maintenance and
repairs
Sorting and selection of
abattoir-ready animals
Transporting of animals to
abattoirs

Source: Badenhorst, 2017.
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4.1.2.4 Feedlot flow of product and end markets
Figure 4.3 provides an overview of the functions performed, as well as the product flow, in
feedlots.

Figure 4.3: Actions and product flow in feedlots
Source: Badenhorst, 2017.

4.1.3

Sourcing of input and supplies

4.1.3.1 Primary product characteristics
Agri-business, representing the beef value chain, starts with the input sector. Extensive
farming practices, as well as intensive farming enterprises such as feedlots, are mainly
dependent on feed from feed mills or raw materials used in self-mix feed scenarios; animal
health products and applicators; machinery and equipment; seed and fertiliser for pasture,
silage or crops, such as lucerne or maize; and fuel. Other inputs needed in any agri-business
comprise financial services, consultation, training, and brokering as agents for auctioneers or
providing a retail outlet for suppliers.

4.1.3.2 Characteristics of primary producers and input providers
The integrated nature of the livestock supply chain entails business transactions between all
production processes, and therefore includes all the cooperatives (agri-business companies),
input supply companies, service deliverers (consultants / animal scientists / universities/
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government departments / industry organisations (RPO / NERPO /SAFA), breeding
associations, and veterinarians.

Agribusinesses
Cooperatives and agri-businesses originated as farmers’ businesses, where many still have
farmer shareholding, although only a couple are listed on the JSE. The strategic focus centres
on supplying inputs and off-taking of farmer produce from primary producers or farmers who
also might be shareholders. This includes the following:
•

Supplying inputs from input companies through retail outlets to farmers

•

Supplying finance on different schemes to farmers, which include credit terms of
monthly purchases and medium-term production loans

•

Supplying insurance brokerage, and technical and financial advice to farmer
shareholders

•

Supplying of feed raw materials from suppliers or grain and crop farmers to livestock
producers

•

Supplying agents/auctioneering facilities/feedlots/abattoirs/branding of valueadded products, and therefore, marketing channels for livestock produce of farmers

Many of the agri-businesses, however, are also integrated backwards in the value chain
through owning feed mills and having shareholding in animal health companies and other
equipment companies such as Agrinet.
Most agri-businesses are voluntarily affiliated with the Agri Business Chamber (Agbiz), which
is a dynamic and influential association of agri-businesses operating in South and Southern
Africa. Their strategic goal is to ensure that agri-businesses play a constructive role in the
country's economic growth. This constructive role includes providing a business ‘vehicle’ for
shareholder farmers to participate with in the value chain.

Feed mills
Feed companies operating in beef sector are mainly linked to poultry-producing companies,
many of which are large, integrated companies and listed on the JSE. Others, like Voermol as
part of Tongaat Hulett and Molatek as part of RCL, are linked to the sugar industry where
animal feeds are manufactured from molasses and bagasse, both being by-products of sugar
mills.
Feed mills are strategically situated near the big metropolitan areas and livestock-producing
operations. Agreements with international partners and other in-house specialists and
research and development programmes provide technical progress and production
enhancement in livestock production systems.
Although many of the feed mills focus their marketing on farmers in a highly competitive
market, the large feedlots operators (Karan Beef, Beefmaster, Beefcor and others) prefer to
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mix their own rations, through buying raw materials from traders/suppliers and making use of
ruminant nutritionist specialists as consultants.
No formal contractual arrangements exist between feed mills and agri-business retail outlets.
Only trade agreements in which price and terms on bulk deals are fixed for promotion
purposes exist. Feedlots usually put out tender processes with regard to feed raw materials
and other inputs, and only after a quotation has been approved, will a contract be put in place
to secure timeframes, tonnages, and terms and prices.
Information exchange between business partners is done by negotiation that is based on longterm business relationships and trust in both the business relationship and the proven quality
and success rate of products or raw materials, or on a tender basis where the lowest price for
similar raw materials is accepted by big feedlots.
Feed mills usually own trucks and are responsible for logistics regarding delivery of finished
products to markets, while raw material suppliers organise external transporters to deliver to
feed mills and feedlots.
Retail stores that work together with agri-businesses usually have their own storage space
available, and accordingly the majority of feed mills do not have the need to operate their own
depots for these retail stores.
Most feed mills are voluntary members of the Animal Feed Manufacturing Association (AFMA),
which is an association of feed mill operators in South and Southern Africa. AFMA strives
responsibly for the development of a sustainable industry within the value chain by ensuring
safe feed for safe food within the framework of legal requirements of Act 35 of 1984 (refer to
amendment of Act 35 of 1984, promulgated 23 June 2010), Act 36 of 1947, Act 101 of 1956,
and the Good Manufacturing Practice (GMP). AFMA recognises the importance of a food
safety management system for ensuring feed and food safety.

Animal health companies
Most of the animal health companies have links or arrangements with international
counterparts. Research and development programmes and new products based on active
ingredient differentiations are of utmost importance for achieving progress in livestock
production systems, especially in intensive systems like feedlot operations.
Most of these companies use agri-business retail outlets to sell products to farmers and
primary producers. However, large feedlot operators are direct clients for specific services and
innovative products that have been developed.
These companies are affiliated with the South African Animal Health Association (SAAHA),
which serves the farmer and end-user of veterinary products by researching and ensuring the
supply of good-quality registered products.
Contractual arrangements with big feedlots usually only come into existence after a tender or
quotation for products is accepted by feedlots with regard to price and products, which are
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linked to the specified number of animals. The same applies to trade agreements with agribusiness retail outlets with regard to special prices and terms on bulk deals or promotions.
Most animal health companies own warehouses, from where they distribute products with their
own transport or by couriers. However, distribution companies also operate on behalf of
companies through providing warehousing and distribution to veterinarians and other retail
outlets, or directly to clients.
Information exchange between business partners is done by negotiation based on long-term
business relationships and trust in both the business relationship and the proven quality and
success rate of products, or on a tender basis where the lowest price for similar products is
accepted by big feedlots.

4.1.3.3 Contractual arrangements
The following contractual arrangements exist in the beef livestock value chain:
•

Primary producer and feedlots - These parties normally conclude contracts in the form
of a sales arrangement between the producer and feedlot that stipulates the amount of
cattle (weaners) be delivered, within a certain period, at an agreed price. Large-scale
commercial farmers negotiate directly with feedlot owners on a regularly basis.
Negotiations with emerging and communal farmers, however, are limited due to the vast
distances between, and fragmented nature of, the collection points for small quantities
of animals delivered.

•

Abattoir and feedlots – Many large-scale feedlot enterprises are part of the abattoir
business in the group, which therefore acts as one business unit. However, other
smaller-scale feedlots and farmer feedlots do negotiate and bargain with abattoirs to
receive the best possible prices for slaughter-ready animals.

•

Small-scale contractual arrangements with small-scale farming units in the emerging
and communal sector are limited. However, information indicates that large
feedlot/abattoir operators are interested in contractual arrangements with emerging and
communal farmers and in innovative opportunities (Badenhorst, 2017)

4.1.3.4 Logistics
Logistical arrangement plays a vital role in the beef value chain, from primary producers
through to the end consumer. However, logistics in the beef value chain apply either to the
transportation of livestock or to the transportation of split halves (hind and front quarters), the
latter being referred to as the cold chain. Different trucks are used for each type of logistical
arrangement. Interlink trucks are used to transport beef cattle from primary producers to
feedlots, abattoirs and auctions. From the auctions, beef cattle are transported to feedlots or
abattoirs. However, the following problems could arise related to the transportation of
livestock. Only a certain number of animals can be transported per interlink truck, and the
number depends mainly on the size of the animal. The smaller the animal, the higher the
number of animals that can be transported. Conversely, the larger the livestock are, the lower
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are the numbers that can be transported. The carrying capacities of interlink trucks for
transportation are:
•

Weaners to feedlots – between 90 and 110 weaner calves.

•

Slaughter-ready animals transported from farms or feedlots to abattoirs – between
65 and 70 animals.

•

The correct equipment (kraals and loading equipment) is required for the efficient
loading of animals.

Many of the big feedlot/abattoir operators use their own super link trucks to transport calves
to feedlots, and slaughtering animals to abattoirs, as well as carcasses to the market. Small
and big private logistic operators, however, fill in for gaps, especially in certain geographic
areas. The above-mentioned requirements, especially for handling and loading facilities, as
well as the need to have full truckloads of livestock, present a logistical barrier to entry for
emerging and communal farmers.

4.1.3.5 Communication – information exchange and trust
With the South African beef classification system that is in place, and taking into consideration
the fact that carcass grading is done by an independent organisation (SAMIC), as well as the
bidding at auctions and weighing of animals, it is clear that there is a relationship of trust
between primary producers, agents/auctioneers, and feedlots as the off-takers of animals from
farms. All of these stakeholders are also familiar with the classification and procedures in
place. The prices of A, AB, B and C grade livestock are available through many platforms,
such as feedlots, abattoirs, livestock auction agents and the internet. Prices are based on the
market price at that point of time, which is mainly determined by demand and supply. Prices
are communicated on a weekly basis to both commercial and smallholder farmers via
telephone messages or via the livestock auctioneer agent. During a livestock auction, the
prices are determined at that particular point in time.
Although many communication mechanisms are used to communicate prices and quantities
needed, regularly on a weekly basis to farmers, it may well be that databases do not include
all emerging and communal farmers. The lack of cell phone coverage in communal areas, and
the little to no computer expertise of the people in those areas, may be preventing the
emerging and communal sector from getting access to updated prices and opportunity
information (Badenhorst, 2017).
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4.1.4

Production capacity and technology

4.1.4.1 Production capacity
Primary production systems (on farm)
Production capacity at farm level is determined by various factors. Rainfall patterns and
climate change factors directly influence veld type or biomes, which partly influence grazing
capacity and stocking rate. However, the management of resources also has a major impact
on sustainable on-farm production capacity.
The total numbers of cattle and small stock fluctuate in reaction to high- and low-rainfall years.
Figure 4.4 and Figure 4.5 below reflect the mean annual rainfall, environmental biomes, and
carrying capacity of biomes in South Africa.

Figure 4.4: Mean annual rainfall in South Africa
Source: UFS, 2017.
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Figure 4.5: Environmental biomes for South Africa
Source: UFS, 2017.
In determining the grazing capacity of veld, the following should be considered:
•

The quality and quantity of grazing

•

The voluntary Dry Matter Intake (DMI) of the grazing

•

The utilisation of grazing material for production purposes (maintenance / milk and
reproduction / growth expectations) of livestock

•

Veld management practices / stocking rates / functionality and adaptability of
animals

•

Production system (cow/calf or long weaner), seasonal calving (or 2 calving
seasons)

•

Supplementary feeding practices

•

Factors such as climate change, bush encroachment and absence of veld
management practices.
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Figure 4.6: Carrying capacity (LSU) of biomes in South Africa
Source: UFS, 2017.
Table 4.7 below provides an overview of the influence of veld quality on the carrying capacity
of beef livestock.

Table 4.7: The influence of veld quality on carrying capacity
VELD/GRAZING
Basic Coverage

GOOD
8.3%

FAIR
6.4%

BAD
2.9%

Dominant Species

Good quality

Fair quality

Sub-standard

1 238
2 341
5.22 ha/LSU

768
1 088
8.34 ha/LSU

368
615
19.38 ha/LSU

Production/ha (kg)
Roots mass (kg/ha)
Grazing Capacity
Source: Snyman, 2017.

Efficient beef production capacity is, therefore, determined by the above-mentioned factors,
as well as by good management practices. The norm should be to have a calving percentage
of at least 85% on good quality veld grazing and with using good management of production
systems. Enormous primary production progress potential does exist with the current cow herd
in South Africa. Improving production processes, veld management, and carrying or grazing
capacity, especially in communal areas, will influence the value chain massively in the future.
The potential cash flow will also positively influence investing in infrastructure (Badenhorst,
2017).
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Feedlot systems
According to Ford (2016), from the SA Feedlot Association, the South African feedlot industry
hosts 97 commercial feedlots, with a standing capacity of 620 000 cattle and a 1.8 million cattle
throughput per annum, which represents 75–80% of weaners put through feedlots. Feedlot
numbers and cattle in feedlots per province, as quoted by Ford (2016) to SAFA members, are
shown in Figure 4.7.

Figure 4.7: Provincial numbers of cattle in feedlots associated in SAFA
Source: SAFA, 2017.

4.1.4.2 Technology
Primary production systems (on farm)
It will be almost impossible to evaluate the technology and knowledge used in the primary
production systems throughout South Africa.
Technology and knowledge inputs and innovation should, however, focus on the following
management practices:
•

Sustainable veld/grazing management

•

Breeding and selection management

•

Animal health management

•

Supplementary and production-specific feeding management

•

Infrastructure/equipment, identification and administration management

•

Finances – income statement/ cash flow/ cost management

Many stakeholders, businesses and other organisations are involved in technology transfer
programmes for emerging and communal farmers. However, this is again a fragmented effort,
and should incorporate business stakeholders, as well as practical specialists, to enhance the
success rate.
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Feedlots
South African feedlots compare favourably with the best in the world with regard to the use of
technology, innovations and the management of knowledge. The competitive environment
does not allow for incompetence, or the lack of knowledge and skills, or negligence, to frustrate
the implementation of the latest research outcomes, modern equipment and techniques, as
well as financial management.
Nevertheless, on-farm feedlots, including those in emerging and communal areas, can
succeed with less-modern infrastructure, provided that good genetics and technical expertise
and assistance are available.

4.1.4.3 Knowledge use
Knowledge is available from the following resources:
•

Good structured and quality research and development programmes (Universities / ARC
/ input supply companies / others)

•

The role of the South African Society of Animal Scientists (SASAS) (2017) is described
as follows: “The aim of the South African Society for Animal Science is to advance
animal science and promote viable animal production systems, while sustaining natural
resources and the environment. Animal science deals mainly with the three basic
disciplines namely breeding, physiology and nutrition, as well as animal product
sciences (meat, dairy, wool, etc.)”.

•

Training programmes, farmers’ days, seminars, workshops, etc. are the norm rather
than a coincidence

•

Extension officers (DAFF / DRDLR), consulting animal scientists and veterinarians, and
technical staff from input suppliers are readily and willingly available

•

Magazines and training manuals reflect excellent articles on good practices.

Training programmes and the transfer of knowledge and skills are evidence today of the efforts
put into previously disadvantaged areas. The number of University and College students
studying agriculture and doing research is also an example of progress in this regard.
Attendance at scientific congresses, like SASAS Congress 2017, is a monument to progress
where the youth becomes part of the solution (Badenhorst, 2017).

4.1.4.4 Costs and margins
Keeping track of profits, costs and margins in the beef industry is a high priority in a highly
competitive business environment. For primary producers, the somewhat non-controllable
items on an income statement usually comprise the price of weaners or slaughter-ready
animals, and focus should be shifted to controllable factors, such as calving percentages and
weaning or slaughter weight in the case of grass-fed animals, as well as cost management,
especially fixed cost management.
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Moreover, feedlots that buy in weaners should also consider the price margin, feed margin
and throughput to keep fixed costs in check.

Calculation of Profit:
•

Total Sales (R) – Purchases (R) ± Inventory Change (Difference in value of
livestock) = Gross Output

•

Gross Output – Variable Costs = Gross Margin

•

Gross Margin – Fixed Costs = Net Margin (or Net profit)

•

Primary Producers (farmers)

Key issues in on-farm profitability include:
•

The price of weaners/slaughter animals sold, and the live weight (kg) has a massive
influence on profitability

•

Management of production (animal health/stocking rate/seasonal calving
dates/optimisation of live weight gains/reproduction performance/optimal
supplementary feeding practices/veld and grazing management systems) is
decisive because of the little control over price received

•

Management of costs and especially fixed costs

•

Management of assets, which include the cow herd and the genetic potential
thereof.

Table 4.8 below reflects the influence and sensitivity of manageable factors, such as weaning
percentage and weaning weight, as profit drivers in a beef production system.

Table 4.8: Gross income per cow in herd per year
Weaning
180 kg
200 kg
220 kg
240 kg
Weights
160 kg
50%
R2 000
R2 250
R2 500
R2 750
R3 000
60%
R2 400
R2 700
R3 000
R3 300
R3 600
70%
R2 800
R3 150
R3 500
R3 850
R4 200
85%
R3 400
R3 825
R4 250
R4 675
R5 100
95%
R3 800
R4 275
R4 750
R5 225
R5 700
*Fixed weaner price of R25/kg of live weight at optimum and fixed time at different scenario’s
Source: Badenhorst, 2017.
The importance of reproduction and feeding management is illustrated clearly in the above
scenario analysis. Management of the variable and fixed cost items is of great importance.
Generally, farms with the highest output or sales income per hectare also have the highest
variable cost input per hectare. It should, however, be optimally managed. Cost items are
illustrated in Table 4.9 below.
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Table 4.9: Variable and fixed costs associated with a beef enterprise
Variable cost Items
Supplementary feeding (licks)
Feeding for specific production purposes
Seed/Fertiliser (grazing or fodder)
Veterinary & animal health
Breeding and AI
Other

Fixed cost Items
Machinery & equipment
Vehicle costs
Labour
Admin & bookkeeping
Electricity (sometimes variable)
Maintenance and repairs
Land lease/Interest/depreciation

Source: Badenhorst, 2017.
Key performance indicators are:
•

Management of sales (number and weight of produce sold at the highest possible
price)

•

Management of costs (on maximum margin zone in the case of input–output
scenarios and control over fixed cost items) – farmers should focus on optimising
profits and cutting down on variable items to limit costs that could negatively
influence profitability. The aim should be to increase the gross margin and to limit
the fixed cost items.

•

Asset management (breeding stock quality/prevention of losses, as well as
maintenance and repairs)

•

Management of growth indicators (enhancement of production/value adding to your
market offering/growing the business)

Table 4.10: Typical gross margin values per cow in different scenarios
Cow numbers in herd
Gross Production Value
Feeding and Fodder Production
Costs
Veterinary Costs
Bull replacement Costs
Maintenance Costs
Vehicles & Machinery Costs
Diverse Costs
Labour
Losses
Gross Margin

500
R7 045
R860

250
R7 045
R1 020

100
R7 045
R1 180

R220
R280
R100
R200
R85
R80
R110
R5 110

R220
R280
R120
R380
R85
R160
R110
R4 670

R220
R280
R150
R950
R85
R400
R110
R3 670

Notes: Calculated on weaner price of R35/kg live weight and R40/kg slaughter weight on
culled old cows. With prices likely to normalise at R25/kg and R30/kg, respectively, sometime
in the future, it will affect the gross margin, by about R2 000 per cow in herd, negatively.
Interest, depreciation, owner’s salary, rent, capital expenses and tax were not taken into
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consideration in calculations. Diverse farming practices also have a mayor positive impact on
profitability where fixed cost items are shared between different farming enterprises
(Badenhorst, 2017).
A detailed budget is not included in this section, as it can result in a biased overview of the
current industry, as prices are mainly determined from demand and supply, taking the years
of drought into consideration.

Feedlots
Price margin can be defined as the profit or loss derived as a result of either a decrease or an
increase in the price, which is applicable from the time the animal is bought (cost price in R/kg
of live weight) to the time the animal is slaughtered at sale (price in R/kg of slaughtered
weight). The feedlot cannot control price fluctuations and must rely on price predictions when
animals or carcasses are sold at a future date.
Dressing percentages vary between 48% for lean cattle and 62% for well-fed animals, and
this plays a major role in price margins. Owners of feedlots rely on their own knowledge and
experience of type of animal, body condition scoring, length of stay in the feedlot, and the
energy density of the fed ration, with the assistance of nutritionists, when making buying
decisions on per kg live weight for weaners.
Feed Margin is the profit or loss made on live weight gain, relative to the cost of feed
consumed. Reference is also made to the term ‘Margin over Feed Costs’. It is worth
mentioning that both the maize (and hominy chop) prices and the carcass prices have major
impacts on the price that feedlots are prepared to pay for weaners from farmers.
Other expenses and costs include:
•

Buying prices of weaners (managed in price margin) – account for about 48% of
feedlot costing structure

•

Feed costs (raw materials and transport thereof to feedlot) – account for about 41%
of feedlot costing structure

•

Agents’ commission

•

Live weight loss in transporting weaners over long distances

•

Transport of weaners to feedlot and ready-to-slaughter animals to abattoirs

•

Slaughtering costs when contract slaughtering at other abattoirs

•

Interest on capital used when buying weaners and only slaughtering on average
120-day later

•

Salaries of management and labour

•

Own feed mill or mixer wagons and other machinery costs

•

Mortalities

•

Veterinary costs (such as medicines/disease control/vaccinations and veterinarian)
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•

Processing/pre-treatment costs (growth stimulants and other additives)

Critical success factors for feedlots include the following:
•

Managing of the price margin and feed margin

•

Quality of weaners bought into feedlot or differentiated price structure according to
quality of weaners

•

Weight losses when bought at live weight and transported to feedlot over long
distances

•

Feed margin, which includes average daily gain or growth rate of calves, feed
conversion or kg feed eaten per kg of live weight gain and also dressing percentage

•

Feeding and feed bunk management

•

Cash flow

•

Growing economy usually stimulates the demand for meat and increased prices,
while an economy in recession has the opposite impact

Market indicators on the maize price, the imported parity prices of beef products, and the
supply and demand factors of weaners and meat all assist in predicting what might happen in
the market. Although the information is freely available, risk should be hedged in order to
secure sustainable profitability. The influence of maize price volatility due to droughts and
international macro-economic factors is a high risk for feedlots that have no guaranteed meat
price after the 120-day feeding period. Many feedlots, therefore, produce/cultivate their own
maize silage/fodder to form the basis of feed rations. This reduces the risk and is more ‘cash
flow’ friendly. Maize or related energy raw materials, such as the maize by-product, hominy
chop, represent more than 70% of the feedlot rations, and the prices thereof have a major
impact on feed costs (Van Reenen, 2017).
•

The relation of weaner price to meat price should be under 60%

•

Meat price (R/kg) divided by feed price (R/kg) should be above 13

•

Abattoir through-put must be linked to feedlot supply

Profitability, however, depends heavily on the ‘price margin’ where weaner prices and
slaughter prices change regularly and influence profitability. Figure 4.8 below reflects the beef
price trends for South Africa.
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Figure 4.8: Beef price trends (example of information available)
Source: ABSA Agricultural Outlook, 2017.
The price of maize and maize hominy chop has a major influence not only on weaner prices,
but also on feed costs. The use of SAFEX hedging tools and own-crop farming production,
help feedlots to become more self-sufficient and profitable. Figure 4.9 below reflects the yellow
maize prices from April 2017 to August 2017, as well as forecasts up to November 2017.

Figure 4.9: Yellow maize price trends (example of information available)
Source: ABSA Agricultural Outlook, 2017.
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4.1.4.5 Innovation
Innovative methods and technology for breeding, feeding and animal health management,
business skills and etc. are needed for the industry to remain sustainable. Relevant details are
available through research and from animal scientists and linked associations, and focus
should be placed on the following:
•

Knowledge and skills transfer and training – for example Annual Aldam Stockmans
School / SA Large Herds Conference / SAFA annual congress / Consultants

•

Breeding and selection models, cross-breeding practices, and beef genomics
programmes (Stud Book/ Breedplan)

•

Sustainable yield off palatable and nutritious grazing by managing soil, root and foliage
health, choosing and managing the correct grazing system and keeping to appropriate
carrying capacity on farm models

•

Optimising fodder flow, feed bunk management, supplementary feeding to natural veld
resources, production and genetic potential specific-balanced rations by using
innovative new additives and technology

•

Optimal animal health programmes, innovative use of new technology and research

•

Setting up a practical business plan to formulate business goals, strategies, identifying
marketing channels, financing and equity, as well as the managing of the beef enterprise

The pivotal role of university and college research is well represented in the congresses of the
South African Society for Animal Science (SASAS), which on an annual basis present the
latest research to academics and scientists for scrutiny. The main theme in the 2017 Congress
was “Golden innovations for sustainable animal agriculture”.

4.1.5

End-markets and trade

4.1.5.1 End-product characteristics
Typical characteristics of indigenous breeds, such as the Nguni, Afrikaner, Tuli and the
Brahman, are their fertility, resistance to endemic diseases, and adaptability to harsh, warm
and arid veld conditions. The Nguni and Tuli are mostly small-frame animals, whereas the
Afrikaner and Brahman are mostly medium- to large-frame animals. These breeds are all
exceptionally suitable for cross-breeding with the Bos taurus taurus breeds and unlocking
desirable characteristics such as:
•

High feed conversion efficiency

•

High adaptability

•

Carcass qualities (muscle and bone structure)

•

Optimal reproduction and fertility
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•

Early maturity and longevity

•

Lower costs to maintain.

End-product characteristics of feedlots are determined by abattoir demand. Abattoir demand
is directly linked to the different marketing channels of the different abattoirs, which include
channels for value-added products, such as sirloin, rump, etc., meat, quarters, and channels
for processed meat, butcheries and retail-specific needs (grain fed / grass fed/ organic / Angus
beef / natural beef, and others), as well as export potential.
Feedlots therefore tend to buy-in weaners or other cattle that suit their specific marketing
channel and own-processing ability and retail capacity. This also includes age, fatness,
conformation, un-damaged, and sometimes, gender preferences.

4.1.5.2 Consumer demand
An abattoir’s demand for weaners is directly linked to its approved slaughter capacity and
capacity utilisation, fixed costs, marketing outlets, and demand and processing ability.
Abattoirs purchase cattle directly from farmers, feedlots or on auctions at a live weight of about
380 – 500 kg to yield a carcass weight of about 240 kg, on average. Feedlots and farmers are
paid out in cold-carcass weight after abattoirs deduct 2–4% of weight loss from the warm
carcass caused by the chilling process.
The price paid excludes the so-called 5th quarter, which includes the hide and the offal. It can
also be called the slaughtering fee, and has to cover abattoir overheads and profit
expectations.
Weekly prices are put out by the abattoirs to farmers and feedlots when procuring livestock to
be slaughtered. These prices normally depend on supply, carcasses from the previous week
still unsold in cold rooms, or high demand due to shortages. Fixed costs in an abattoir are also
quite high, and break-even slaughtering capacity plays a role in price forming to secure
animals.
International prices of steers, carcasses and cuts (import parity) also influence prices, as well
as local demand linked to consumer cash flow and a growing or declining economy and
prospects.

4.1.5.3 End-buyer perspectives
End-buyers for primary producers remain the feedlot or the abattoir, or both, depending on the
chosen production system. As mentioned earlier, the following traits or characteristics prove
to be of choice for feedlots:
•

Young weaners with an excellent feed conversion ratio potential (FCR) – calves
between six and nine months of age

•

Weaners with a genetic potential to grow above 1.7 kg of live weight per day (ADG)

•

Long and deep-bodied frame with a good spring of rib and depth of muscling
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•

Animals with a moderate temperament

•

Bull calves or oxen grow better than heifers do, and tend to fatten more easily at a
lighter weight. (70% male: 30% female is the norm in feedlots)

•

Weaners that adapt more readily to feeding troughs usually are more efficient than
are calves from farms where no supplementary feed was offered to herds

•

Calves already weaned for at least 3 weeks and that are over weaning shock prove
more adaptable

•

Disease-free weaners entering feedlot

•

Weaners weighing between 200 and 240 kg live weights are preferred, but
from 160 kg to 200 kg are also bought, and backgrounded and adapted
entering the feedlot. Calves weaned at weights between 240 and 300 kg
weight are also bought, but at lower prices to compensate for the shorter
available to add value in feedlot.

calves
before
of live
period

Commercial, emerging and communal farmers should keep the above in mind in their choices
of breed and cross-breeding programmes.
The critical success factors for an abattoir, as the end market for livestock from farmers and
feedlots, are determined by the numbers slaughtered to cover high fixed-costing structure,
heavy slaughter-ready animals that bring the fixed cost (R/kg) of meat output as low as
possible, and own processing and retail ability, as well as the needs of established,
sustainable and profitable marketing channels.
Abattoirs also need a regular supply from feedlots and farmers for the above-mentioned
reasons, as well as for regularly supplying their markets.

4.1.5.4 Marketing and trade capacities
The marketing and trade capacities of farmers are linked to the traders/agents/auctioneers
operating in the area, and to the feedlots nearby or throughout the country, as well as the
availability of abattoirs for the marketing of slaughter-ready animals.
The marketing and trade capacities of feedlots are, however, also linked to the marketing
channels of their own or other abattoirs and their respective marketing channels throughout
the country. South Africa is not only a nett importer of beef, but is also exploiting more lucrative
export markets.
Abattoirs remain the main outlet for livestock, and the numbers and distribution have already
been extensively documented in this study

4.1.5.5 Standards
Although already documented in this study, it is important to mention the classification system,
according to which characteristics the primary producers and/or feedlots will be paid for their
produce.
66

Carcass quality, meat safety, and all the below-mentioned characteristics prove to be a
challenge for communal production systems. However, production innovations could counter
many of these and should be implemented. Huge price differentiations do exist between
grades and economically viable traits.
Carcasses from livestock are classified according to certain age and fatness characteristics
and are marked with roller marks. Age indicates tenderness of meat (the younger, the more
tender), while fatness gives an indication of ‘no fat’ (0) through to ‘excessively overfat’ (6)
(SAMIC, 2016).
The South African Carcass Classification System is first applied to determine the price at
abattoir level. Suppliers or farmers of live animals are remunerated according to this system.
According to SAMIC (2016): “Meat classification is also a mark of quality that indicates the
value differences (money value) between different qualities of meat. To ensure that the
different meat qualities are handled according to predetermined norms in legislation, SAMIC
(South African Meat Industry Company) has been appointed by the Government to monitor
uniform standards. SAMIC also liaises with producers, abattoirs, retailers and consumers in
order to ensure that uniform standards are applied”.
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Characteristics of meat classification system entail (SAMIC, 2016):
Age
AAA =

This code means that the colour of the roller mark on the carcase is PURPLE and
is an indication that the meat is from a young animal (no permanent incisors) and
thus the most tender meat.

ABAB =

This code means that the colour of the roller mark on the carcase is GREEN and
is an indication that the meat is from a young animal in transition to an adult
animal (1–2 permanent incisors) and thus tender meat.

BBB =

This code means that the colour of the roller mark on the carcase is BROWN and
is an indication that the meat is from an adult animal (1–6 permanent incisors)
and thus less tender but with a lot of flavour.

CCC =

This code means that the colour of the roller mark on the carcase is RED and is
an indication that the meat is from an adult animal (>6 permanent incisors) and
thus the least tender but perfect for stews.

Fatness
Fat classes are indicated in the following manner:
000

=

Means no visible fat on carcasses

111

=

Means a very lean carcass

222

=

Means a lean carcass

333

=

Means a medium fat carcass

444

=

Means a fat carcass

555

=

Means an over-fat carcass

666

=

Means an excessively fat carcass
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Conformation
Since some consumers purchase in bulk (hindquarter or forequarter), most purchases are
done on visual selection. This means that the consumer will buy on what is seen by way of
the conformation of the carcass (SAMIC, 2016).
Conformation comprises five classes defined in the following manner:
1

=

A very flat carcass

2

=

A flat carcass

3

=

A medium carcass

4

=

A round carcass

5

=

A very round carcass

Damage
This category is only used where possible sections of the carcass are cut off after slaughtering
as a result of possible bruises or any other aesthetic reasons. Damage comprises three
classes, defined as the following (SAMIC, 2016):
1

=

Slight damage where very little meat was removed.

2

=

Moderate damage where fat and some meat of certain muscles were removed to
get rid of meat and fat that would not be fit for human consumption.

3

=

Serious damage where the muscles must have been cut deep to get rid of meat
and fat not fit for human consumption.

Usually the damage characteristic is used by traders to purchase meat to re-sell since
damages influence the price of meat if the trader is not aware of what is being bought. This
means that the trader will purchase these carcasses at a lower price, depending on the level
of damage and on which part of the carcass the damages occur (SAMIC, 2016).
Gender
Only a bull or an ox showing signs of late castration in the AB-, B- and C-age classes are
marked with a BLACK “MD” stamp in order to inform prospective buyers that these carcases
are from male animals since the taste and colour of the meat might differ from other carcasses
(SAMIC, 2016).
It is evident that carcasses that are roller marked according to Red Meat Classification System
are not necessarily inspected for health and safety inspectors. It is therefore possible that
contaminated meat can enter the supply chain. Apparent health risks for consumers may
come out and also damage consumer trust in the red meat industry.
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4.1.6

Governance

4.1.6.1 Actors
This section provides an overview of the dominant/leading firms identified in the beef carcass
value chain. Many of the actors are involved in programmes linked to emerging and communal
farmers, whether as service providers, suppliers, or in Black Economic Empowerment (BEE)
programmes.
Primary producers make use of various suppliers to produce weaners of superior quality.
These suppliers could be categorised into three different categories, namely feed and feedsupplement suppliers, stud breeders, and suppliers of vaccinations and preventative
medicines. AFMA (2017) estimated the total volume of beef and sheep feed sold during 2016
at 924 015 tons, compared with 1 025 318 tons in 2015. The decrease in feed sold during 2016
was a result of the three-year drought period, when large numbers of cattle were slaughtered.
Suppliers of breeding material (stud breeders) depend on the primary producers’ specific
requirements, as well the specific requirements of feedlots. Popular breeds and role players
in South Africa have already been discussed in previous sections.
Primary producers have typically bought vaccinations and preventative medicines from the
local agribusinesses.
Input brokering (feedlots) – Please refer to previous sections to see references to the major
role players. As previously mentioned by Schutte (2014), the main distinction between these
feedlot companies is the size of their feedlot or their One-Time Capacity.
Service provision (Livestock auctioneers) - Please refer to previous sections for a list of
role players. Role players (businesses) are profit driven and require significant amounts of
capital to operate successfully. They strive to be the link for all livestock transactions between
farmers and abattoirs/feedlots, although many of them also operate their own feedlots and
abattoirs (Badenhorst, 2016).

4.1.6.2 Participation in and distribution of value addition
It is clear from Table 4.11 below that most of the value is created at the meat processing
plants. Therefore, it makes complete sense that more numbers of abattoir owners are vertically
integrating down the carcass value chain by gaining access to a meat processing plant.
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Table 4.11: Distribution of the carcass value addition (R/kg) - A-grades
Actor
Primary producer
Net weaner price (live weight)
Feedlot as 1st processor
Net slaughter price (carcass weight)
Abattoir as 2nd processor
Abattoir selling price (c/kg)
(Price paid per carcass straight after
slaughtering and excludes VAT,
transportation costs, slaughtering fee and
fifth quarter.
A2/A3’s
Manufacturer (Abattoir or other)
Meat processing plant
T- Bone
Rump/ Sirloin
Source: Badenhorst, 2017.

Price per kg (R/kg)
R35.00
R47.00

R50.00

R95.00
R100.00

4.1.6.3 Type of governance
The marketing relationship is mainly dependent on the type of production system that the
farmers have in place and may be entirely ad hoc, depending on the feed availability as well
as current price. The minority of primary producers have a sales arrangement in place with a
feedlot. However, large abattoirs have agents in the field that procure livestock on a daily basis
from producers, feedlots and livestock auctions. Livestock auctions take place, most of the
time, once in a week in a certain area, which helps feedlots, abattoirs and primary producers
to plan their next sales or procurement transaction.

4.1.7

Sustainable production and energy Use

Sustainability remains a concern for livestock production systems all over the world. According
to Capper (2013), no exact sustainable system exists, and it is rather a process where
sustainability changes over time and progresses through continuous improvement. Efficiency
of feed or food conversion from plants to humans is important because many grasses forage
and by-product feeds that are fed to livestock cannot be utilised in or used as human food,
thus justifying the importance of livestock production systems. Improving the production of
milk yield, meat yield and growth rate in intensive systems through genetic, nutrition and
management interventions, reduces the environmental impact of livestock production and
positively influences affordability of products to consumers (Capper, 2013).

4.1.7.1 Use of materials
Materials used in production systems vary from raw materials used in animal feeds and in
animal health products, to materials used for maintenance and equipment, fuel, electricity or
solar generation, and others.
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4.1.7.2 Energy use
Little energy is used in extensive farming systems, where solar and wind energy resources
are also used. Energy is used, however, in intensive feedlot systems, especially with feed
mixing and pumping of water if irrigated crops are cultivated, and in logistics and transport
where diesel plays an important role.

4.1.7.3 Use of water
Little or no impact on water resources is experienced because only ‘green water’ is used in
extensive farming systems, although feedlots may make use of potable water, which does
have an impact on water resource levels and needs to be managed carefully.

4.1.7.4 Effects on bio-diversity
The utilisation of more than 70% of agricultural land only suited for livestock and game farming
has little effect on bio-diversity. However, over-grazing and bad veld management practices
impact heavily on sustainable bio-diversity.

4.1.7.5 Emissions
There are very low environmental and per-area carbon footprint in extensive livestock
production systems (Cow-Calf). When greenhouse gasses (GHG), and carbon dioxide
specifically, are aerobically released from manure, they are partly used by vegetation and not
released in the atmosphere. However, in the feedlot system where a large quantity of manure
is stockpiled, it undergoes anaerobic decomposition to produce methane, which is released
into the atmosphere.

4.1.7.6 Waste management
Very small volumes of waste exist in extensive farming. Intensive feedlot systems have waste
management systems in place and future biogas systems are being contemplated. Manure
from feedlots is usually used for fertiliser or soil enhancement purposes, and if not used by
feedlots, it is sold to crop farmers or organic fertiliser companies.

4.1.8

Identification of key interventions required to develop the VC

Challenges for primary producers and feedlots, as ‘mega farmers’, include rising input costs;
dependence on un-controllable factors, such as climate changes, water scarcity, and loss of
soil through erosion; unstable socio-economic and political environment; lack of subsidies and
support from government; changes in the macro-economic environment (oil price and
exchange rates); little control over the price of produce and market indicators; lack of
structured control over animal health issues; and cheap imported competition for red meat
from subsidised products such as poultry. Interventions (internal on farm) should, however,
focus on the following aspects:
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•

Sustainable utilisation and preservation of the natural habit and resources to optimise
long-term productivity through commitment to pasture and veld management practices
and improving carrying capacity in different production systems.

•

Genetic advancement in the national beef herd through, among other things, crossbreeding and selection practices combining adaptable genes with superior and more
efficient genes, thereby improving the economic traits needed, such as feed conversion
rate (FCR) and average daily gain (ADG).

•

Optimisation of extensive and intensive farming practices through recognising the role
of nutrition in unlocking genetic potential and economic value, enhancing fertility and
reproduction through supplementing natural resources/veld with phosphorus, trace
minerals, vitamins, protein and energy licks in the animal production cycle through
seasonal changes. Utilisation of innovative feeding practices such as creep feeding, late
pregnancy feeding, early weaning and backgrounding, and drought feeding, as well as
feedlot feeding.

•

Implementing animal health programmes (diagnostic/control and prevention) and
ensuring practical implementation to optimise production and prevent losses, thereby
ensuring consumer safety and marketing channels, as well as bio-security and
traceability.

•

Management of farming enterprise optimisation – starting off by setting up a practical
business plan, including administration and asset management practices, infrastructure
and equipment, identification, software programs, financial management including
budgets, income statements, cash flow, break-even, cost breakdowns, profit and loss,
balance sheets and nett worth. Labour practices, legal compliance, consumer and
environmental issues are also extremely important aspects to manage.

•

Management of herd profit indicators – Utilising veld optimally by seasonal calving
practices, holistic veld management practices by maximising quality and quantity forage
on veld, thereby minimising supplementary feeding costs, selection and farming with a
functional adaptable cow herd, improving reproductive performance, high growth rates,
maintaining a healthy herd as well as limiting buying of expensive feeds through own
on-farm fodder or raw material production.

•

Value-adding practices by backgrounding or feeding of own weaners in on-farm feedlots,
creep-feeding calves, dehorning, etc., and selling them at higher prices as more
adaptable, stress- and disease-free weaners to feedlot buyers. Exploiting the most
lucrative marketing channels and best prices are key to a profitable beef enterprise.

4.1.9

Assessment of key interventions

The above key interventions mentioned are all extremely important and none of them should
be neglected, especially in the emerging and communal farming sector.
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4.1.10 Identification of facilitation activities
However, the following interventions should also be seen as important in optimising the beef
value chain, especially interventions to incorporate the 40% of the cattle population that is
owned by the communal farming sector into the beef value chain:
•

Coordinated effort by all stakeholders (SASAS / ARC / RPO / NERPO / SAFA / LRF /
DAFF), organised agriculture, a-businesses, veterinary services, and input suppliers to
bring the above-mentioned interventions to the communal and emerging beef production
sector in a practical and digestible manner.

•

Farmers’ days, workshops, and courses facilitated by experienced animal scientists,
livestock specialists and marketing specialists are critical.

•

Linking the communal and emerging farmers to actors in the value chain, and specifically
to breeders’ organisations and Stud Book and Breedplan, to auctioneers and agents, to
agri-businesses for retail, agent and financing assistance, and to input suppliers, as well
as directly to nearby feedlots and abattoirs.

•

Investigate area-specific business models to accommodate communal and emerging
farmers throughout the value chain.

•

Collateral, financing and terms for communal and emerging farmers should be
addressed.

•

Fencing and infrastructure should be put in place for optimal farm management
practices.

4.1.11 Conclusions and recommendations
The following conclusions and recommendations listed below aim to address gaps related to
communal and emerging livestock producers:
•

Communal and emerging farmers start off with inadequate support, little skills and
experience, and poor access to finance, input supplies and marketing channels, as well
as a lack of credible guidance and mentoring. Recommendation: Create lucrative and
viable support channels and programmes through developed partnerships with actors
and stakeholders in the beef value chain.

•

Communal and emerging farmers start off with a lack of quality genetic and economic
traits and no selection programmes in cow herds, no or little veld management,
supplementary feeding and animal health practices. Recommendation: Link government
support programmes to input stakeholders for remedial actions, training/mentoring and
business interactions.

•

Communal and emerging farmers start off with little financial and business skills and no
credit facilities. Recommendation: Set up a practical business plan and structure,
determine a strategy; identify marketing channels, operations management plan,
74

infrastructure setup and financial management plan. Involve government departments,
financial institutions and agri-businesses.
Risks and opportunities: Recommendation: Investigate business models to represent
communal and emerging livestock producers throughout the value chain.

•

Conclusions and recommendations with regard to commercial/emerging farmers as primary
producers:
•

Economy of scale determines financial sustainability. Recommendation: Focus on and
channel resources to the mentioned profit drivers of beef enterprise, add ‘marketing’
value to the produce offering, manage fixed costs, determine maximum margin zones in
input and output scenarios and manage veld/animal nutrition/animal health and income
statement efficiently and effectively.

•

Harsh environment, droughts, economic and other factors determine sustainability:
Recommendation: Utilisation of resources to be optimal with diversification of income
models.

•

Other Risks: Recommendation: Business models and partnerships or shareholding with
other actors in the value chain. Example: Agri-businesses with farmer shareholding to
invest in input supply (feed as well as animal health), as well as downstream actors such
as feedlots, abattoirs and even retail. It provides financial involvement throughout the
value chain and spreads the risk, if managed properly.

The feedlot industry is highly effective and has economy of scale. Uncontrollable factors and
key profit and management indicators have been mentioned in this study. Control over price
margins and feed margins, linkage to weaner procurement channels, reducing of feed costs
by own-farming practises, as well as agreements or attachments to abattoirs with processing
abilities and retail aspirations, will, with export opportunities and a possible growing economy
in the coming years, prove to be a valuable and indispensable part in the beef value chain.

4.2

BEEF STRATEGY

4.2.1

Introduction

Table 4.12 provides an overview of the challenges and constraints that were identified in the
first-round workshop.

Table 4.12: Challenges and constraints (GAPS): Livestock producers
LIVESTOCK PRODUCTION (GAPS)
Knowledge and practical production skills
Infrastructure, either "on / off" farm, e.g. fencing, handling facilities, and roads.
Correct genetics acceptable to market
Over-grazing, poor pasture management, resulting in degradation of veld
Market-readiness issues affecting SHFs
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Economy of scale constraints
Bush encroachment
Poor coordination due to individualism leads to ineffective marketing/supply
Traceability/identification of animals hampers stock security
Perceptions/experience that communal cattle are sub-standard, compared with
exotic breeds, and therefore do not perform in feedlots
Genetics lacking for ADG/Feed conversion/age – negative prices/perceptions
Health issues/threats (brucellosis etc.) negative impact on market prices/potential
Lack of marketing knowledge (when & how to sell)
High production input cost
Limited grazing land available
Poor breeding management
High transport costs

Table 4.13: Challenges and constraints (GAPS): Institutional support
INSTITUTIONAL SUPPORT (GAPS)
Security of land tenure – title deeds
Access to finance
Market access
Address quality of extension services
Formal business/financial management and knowledge and practical production
skills lacking
Unclear and confusing agricultural policies
Land tenure security (preferably freehold or leasehold title at competitive rentals)
Experience high rents with lack of infrastructure on rental farms
Improve extension services; government should be held accountable as well (e.g.
vet services, skills development)
Lack of financial assistance
Poor governance and accountability
Unprotected trade environment
Challenge of extension services
Unreliable support during drought
No institutional system governing communal land
Training, experience and employment of black agents
Stock theft & police activity
The following conclusions listed below aim to summarise the gaps related to communal and
emerging livestock producers:
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Communal and emerging farmers start off with inadequate support, limited skills and
experience, and poor access to finance and credit, input supplies and marketing channels, as
well as a lack of credible guidance and mentoring.
•

Communal and emerging farmers start off with a lack of quality genetic and economic
traits and no selection programmes in cow herds, no or little veld management,
supplementary feeding, and animal health practices.

•

Communal and emerging farmers start off with little financial and business skills and no
credit facilities.

•

Risks and Opportunities are often not addressed in a structured and coordinate manner
between different stakeholders and associated programmes.

•

Economy of scale determines financial sustainability and small-scale farming becomes
frustratingly uneconomically viable, with fixed costs per unit output getting out of hand
or hampering productivity.

•

Harsh environment, droughts, economic and other factors determine sustainability, and
without support programmes, hasten the fall-out rate.

Challenges for primary producers and feedlots, as ‘mega farmers’, include rising input costs;
dependence on un-controllable factors, such as climate changes, water scarcity, and loss of
soil through erosion; unstable socio-economic and political environment; lack of subsidies and
support from government; changes in the macro-economic environment (oil price and
exchange rates); little control over the price of produce and market indicators; lack of
structured control over animal health issues; and cheap imported competition for red meat
from subsidised products such as poultry.
Interventions (livestock production) should, however, focus on the following aspects:
•

Sustainable utilisation and preservation of the natural habit and resources to optimise
long-term productivity through commitment to pasture and veld management practices
and improving carrying capacity in different production systems.

•

Genetic advancement in the national beef herd through, among other things, crossbreeding and selection practices combining adaptable genes with superior and more
efficient genes, thereby improving the economic traits needed, such as Average Daily
Gain (ADG) and Feed Conversion Rate (FCR).

•

Optimisation of extensive and intensive farming practices through recognising the role
of nutrition in unlocking genetic potential and economic value, enhancing fertility and
reproduction through supplementing natural resources/veld with phosphorus, trace
minerals, vitamins, protein and energy licks in the animal production cycle through
seasonal changes. Utilisation of innovative feeding practices such as creep feeding, late
pregnancy feeding, early weaning and backgrounding, and drought feeding practices,
as well as feedlot feeding.
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•

Implementing animal health programmes (diagnostic/control and prevention) and
ensuring practical implementation to optimise production and prevent losses, thereby
ensuring consumer safety and marketing channels, as well as bio-security and
traceability.

•

Management of farming enterprise optimisation – starting off by setting up a practical
business plan, including administration and asset management practices, infrastructure
and equipment, identification, software programs, financial management including
budgets, income statements, cash flow, break-even, cost breakdowns, profit and loss,
balance sheets and nett worth. Labour practices, legal compliance, consumer and
environmental issues are also extremely important aspects to manage.

•

Management of herd profit indicators – Utilising veld optimally by seasonal calving
practices, holistic veld management practises by maximising quality and quantity forage
on veld, thereby minimising supplementary feeding costs, selection and farming with a
functional adaptable cow herd, improving reproductive performance, high growth rates,
maintaining a healthy herd as well as limiting buying of expensive feeds through own
on-farm fodder or raw material production.

•

Value adding practices by backgrounding or feeding of own weaners in on-farm feedlots,
creep-feeding calves, dehorning, etc., and selling them at higher prices as more
adaptable, stress- and disease-free weaners to feedlot buyers. Exploiting the most
lucrative marketing channels and best prices are key to a profitable beef enterprise.

•

Economy of scale determines financial sustainability. The recommendation is to focus
on and channel resources to the mentioned profit drivers of beef enterprise, add
‘marketing’ value to the produce offering, manage fixed costs, determine maximum
margin zones in input and output scenarios and manage veld/animal nutrition/animal
health and income statement efficiently and effectively.

•

Harsh environment, droughts, economic and other factors such as droughts/floods/fire
and other natural disasters determine sustainability. Utilisation of resources to be
optimal with diversification of income models.

•

Business models and partnerships or shareholding with other actors in the value chain
should save money in the already existing oversupply of infrastructure. Agri-businesses
with farmer shareholding to invest in input supply (feed as well as animal health), as well
as downstream actors such as feedlots, abattoirs and even retail. It provides financial
involvement throughout the value chain to shareholder farmers and spreading the risk if
managed properly. Alternatively, the other well-known big feedlot/abattoir VC actors
could provide technical services, procuring services, transporting services, and facilities
(feedlots and abattoirs/meat processing), as well as marketing channels/export
opportunities and distribution networks.

•

Coordinated service support delivery between NERPO/RPO, Organised Agriculture,
DAFF and DRDLR should provide a conducive environment for profitable farming
enterprises.
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•

The Regulated and Institutional Agricultural Framework should provide an environment
through government policy and execution that is conducive to food security, safe food
and traceability, economic growth, employment and strengthening of the beef value
chain through disaster assistance and unlocking of export opportunities. The land
ownership and title deed issue should also be addressed. Building and growing a
farming enterprise without financing and credit terms is very difficult, if not impossible.
The end result of this process is presented Figure 4.10 below.

Figure 4.10: Broad outlay of the proposed interventions related to the livestock
value chain
4.2.2

Value chain growth vision

The objective with this subsection is to present the alignment of the VC growth vision to the
purpose of the study.
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Table 4.14: VC growth vision aligned to ‘the purpose’ of the IDC study

All options will be available, depending on the strategic goals, vision, VC knowledge and know
how, as well as investment security and opportunity of the investor or financial ‘backer’ of
whom are concerned.

4.2.3

Strategic intervention areas: Livestock production and marketing
channels

4.2.3.1 Background
The beef value chain starts with the input sector. Agri-businesses have a significant role to
play in primary livestock production by sourcing and supplying inputs to the primary livestock
producers. Extensive farming practices, as well as intensive farming enterprises such as
feedlots, are mainly dependent on feed from feed mills or raw materials used in self-mix feed
scenarios; animal health products and applicators; machinery and equipment; seed and
fertiliser for pasture, silage or crops, such as lucerne or maize; and fuel.
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Financial services, consultation, training, brokering as agents or auctioneers, and providing a
retail outlet for suppliers, as well as procurement of market-ready feedlot weaners and/or
slaughter-ready animals, can also be seen as inputs and outlets needed in the livestock VC.
Constraints to address include:
•

Limited skills in rural areas and difficulty to employ attract experienced in small rural
towns in rural areas

•

The economics of rural towns do not make business sense – it is expensive to
operate in them with little or no return on investments in time, money spent,
infrastructure and effort.

•

Feed or fodder and other supply chain products are delivered at more expensive
prices because of longer delivery distances, as well as high small-volume transport
costs.

•

It is extreme difficulty to gather a truck load of market-ready animals without
organised and centralised collection points

•

Business in agriculture is usually conducted on credit terms obtained from
commercial banks, agri-businesses, the Land Bank or the IDC. Credit terms are
dependent on security given in terms of assets, which do not include livestock due
to the risk involved.

4.2.3.2 Strategic objective
“To build up an efficient, sustainable and profitable agri-business supply chain accessible to
communal areas for better input supply and also provide a sustainable marketing channel or
outlet for market-ready livestock produce.”

4.2.3.3 Indicators to monitor the objective
Business involvement by agribusiness retail outlets and financial institutions, as well as
auction facilities and activities in towns and cities throughout South Africa, will provide an
indication of potential business opportunities that currently exist.

4.2.3.4 Proposed interventions based on constraints
Proposed intervention 1: Establishment of retail or other service outlets at central
locations or towns to improve input supply efficiency and accessibility.
Not all areas have access to retail outlets and other input supplies like credit terms and
financial services. Small towns, especially, where few business opportunities exist, suffer the
most, and retail outlets and banks endeavour to limit their own fixed-cost dilemmas, and
accordingly tend to close outlets down, rather than investing and expanding in bigger centres.
Recommendation: Innovative plans should, however, be made by business entities to
expand services into rural areas. Alternatively, services may be offered on a weekly basis to
communal/emerging farmers.
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Proposed intervention 2: Establishment of weaner collection centres/holding kraals
and facilities at central locations to improve collection efficiency and reduce costs
Livestock auctioneering companies, direct agents from feedlot/abattoir owners, and
businesses all play a role in procuring animals from emerging and communal areas, as well
as in organising formal activities within the communal areas. This should, however, be a
collective effort, and requires good organising skills and effort from all stakeholders and agents
to really have an impact on success rates and incorporating the livestock from these areas
into the value chain
Recommendation: Feedlot/abattoir owners and agri-businesses operating in the value chain
could strategically establish collection points or ‘holding kraals’ for monthly collection activities,
as well as background feeding on either pastures or in kraals, before sending the cattle off to
feedlots nearer to abattoirs and consumer centres, more cost effectively. The actors should
develop and maintain business partnerships/relationships with willing, existing VC actors in
different geographical areas, while exploiting synergies to strengthen the purpose.
Proposed intervention 3: Establishment of a monthly auction/trading house in bigger
centres to increase efficiency of supply to feedlots/agents/traders and abattoirs.
•

A physical, well-organised independent auction house would encourage farmers to
be more active

•

Farmers would then become more motivated in the selling of livestock, since
information on quality, grading, volumes, and price would be available

•

Immediate market feedback could be made, directly to the farmer

•

Better producer pricing and less speculation would be encouraged

•

Greater integration would be encouraged by involving the farmer in the market
process

•

Interested parties (VC actors) would attend and buy when large quantities of
animals are presented for sale, allowing everyone a chance to buy logistically
friendly numbers of animals

Recommendation: Establishing of mega-auctions at strategic geographic centres involving
auctioneer businesses.
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Proposed intervention 4: Business partnerships with existing Feedlot/Abattoir owners
As proven many times in the past, it will be difficult for inexperienced new business enterprises
to succeed in a very competitive VC that also involves competition from subsidised imported
meat products.
Constraints include:
•

High entry costs in capital outlay to build next-generation technology abattoirs and
feedlots

•

Management of supply and demand and the price margin will be demandingly critical
and many times this proves to be the reason for the business failure of new entrants

•

Marketing channels, brands, trusted business relationships and distribution challenges
will be a demanding challenge for new entrants

•

Compliance with abattoir standards, especially export standards, might be a mountain
too high for the under-used, old abattoir facilities that are currently available in the
country.

Recommendation: The establishing of lucrative business partnerships with feedlot/abattoir
owners is highly recommended, due to their willingness to assist in the challenge, the already
high standard of facilities, and VC business experience, as well as access to marketing
channels, including export channels, and the capacity for supplying participation for communal
and emerging farmers throughout the whole beef VC.

4.2.4

Intervention area: Transfer of Production Technology & Support
Service Delivery

4.2.4.1 Background
Efficient beef production capacity is determined by the factors and practices mentioned below.
Keeping track of profits, costs and margins in the beef industry is a high priority in a highly
competitive business environment. For primary producers, the somewhat non-controllable
items in an income statement usually comprise the price of weaners or slaughter-ready
animals, and focus should be shifted to controllable factors, such as calving percentages and
weaning or slaughter weight in the case of grass-fed animals, as well as cost management,
especially fixed cost management.
Key issues in on-farm profitability include:
•

Management of sales: the price, number and weight (kg) of weaners/slaughter
animals sold has a massive influence on profitability

•

Management of production technology: (animal health/stocking rate/seasonal
calving dates/optimisation of live weight gains/reproduction performance/optimal
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supplementary feeding practices/veld and grazing management systems) is
decisive because of the little control over price received
•

Management and control of costs, and especially fixed costs; determining of
maximum margin production zone in the case of input–output scenarios

•

Asset management: breeding stock quality/prevention of losses

•

Management of other assets, resources and infrastructure

•

Management of growth indicators (enhancement of production/value adding to your
market offering/growing the business).

4.2.4.2 Strategic objective
“To build technical and business (farming enterprises) management capacities for efficient
primary production practices in the beef value chain”

4.2.4.3 Indicators to monitor the objective
•

Calving and weaning percentages of national cow herds

•

Genetic improvement reflected in quality of weaners sold to feedlots

•

Improvement in veld quality and quantity

•

Improvement of on-farm profitability.

4.2.4.4 Proposed interventions
Proposed intervention 1: To create sustainable and profitable beef production farming
enterprises through skills transfer on veld management practices, as well as
genetic/feeding/herd health/management/infrastructure enhancements, complementing the
growth vision of unlocking the production potential of the South African Beef Industry.
•

Breeding and selection models, cross-breeding practices and beef genomics
programmes

•

Veld management practices to create a sustainable yield off palatable and nutritious
grazing by managing soil, root and foliage health, choosing and managing the correct
grazing system, and keeping to appropriate carrying capacity on farm models.

•

Optimising of fodder flow, feed bunk management, supplementary feeding to natural
veld resources, production and genetic-potential specifically balanced rations by using
innovative new additives and technology

•

Optimal animal health programmes (diagnostic/prevention and control), innovative use
of new technology and research

Successful implementation of business principles by setting up practical business plans to
formulate business goals, strategies, and identifying marketing channels, financing and equity,
as well as managing the beef enterprise.
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Recommendation: An evaluation be undertaken of the current technical support system, with
the re-invention of the system to become more effective and coordinated, involving
government departments, tertiary education institutions, ARC, RPO/NERPO, organised
agriculture, and experienced specialists in an independent (business) unit, with the ultimate
goal of achieving success in bringing about sustainable beef farming enterprises in the
communal and emerging sector.
Proposed intervention 2: Involving input suppliers (feed/medicine/genetics/equipment)
in technical transfer programmes
The following activities are required to implement the intervention:
•

Regional involvement and agreements with suppliers in technical transfer
programmes linked to ‘bulk deals’ on input supplies

•

Coordinated support system in conjunction with government departments.

Recommendation: Government departments should evaluate the level of the support system
and implement regional agreements with suppliers on ‘bulk deals’, and allow special prices in
exchange for involvement in technical support programmes.
Proposed intervention 3: Involving commercial mentor-farmers for communal and
emerging farmers
•

The following activities are required to implement the intervention:

•

Regional involvement and agreements with mentor-farmers in technical transfer
programmes, linked to service supply agreements or profit-sharing agreements

•

Coordinated support system in conjunction with government departments, the RPO
and NERPO

•

RPO/NERPO to be involved in evaluation of mentor candidates.

Recommendation: Government departments should evaluate the level of the support system
and implement regional agreements with mentors for involvement in technical support
programmes and profit-sharing deals.
Proposed intervention 4: Production and product flow information system
An assessment of the current information situation in the red meat industry indicates that
information flow is well organised, especially information regarding the commercial farmers,
through different associations like the Feedlot Association, Abattoir Association and others.
However, information is not necessarily accurate, and does not incorporate the communal
sector of the beef value chain, since there is no central methodology for verifying the
information. The objective with this intervention is to achieve reliable and stable systems, and
accurate data that is accessible in a timely manner and appropriate format, when and where
needed. This information intervention includes:
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•

Identifying information regarding specialist, independent service providers to
establish a central information system.

•

Developing a database to capture producer information and numbers of cattle and
average calving and weaning percentages per cow unit.

•

Developing a weaner estimate model to estimate expected annual weaner
production.

•

Identifying the actual numbers of weaners sold to agents and feedlots, slaughterready cattle to abattoirs, including those sold in informal transactions. The average
farm-gate price will also provide useful information.

4.2.5

Intervention area: Regulatory and institutional framework conditions /
support service environment

4.2.5.1 Background
A regulatory and institutional agricultural framework, where an enabling environment through
government policy on land reform and tenure is created, conducive to inclusiveness, food
security and strengthening of the livestock VC, is of utmost importance.
There is currently a lack of trust between VC stakeholders and a lack of a common strategy
to take the industry forward. The focus of the communal beef sector is traditionally on numbers
of cattle units as a measurement of wealth, and not that of a production unit with the necessity
to reproduce. There is also a lack of coordination among public and other stakeholders related
to the value chain. VC cooperation is almost non-existent, which results in a lack of capacity
of VC actors to communicate effectively with government at all levels and to define common
goals and priorities.
The following activities are similar to Intervention 1, but in addition include:
•

A land reform agenda, with execution to be clear and effective, and to add value to
VC

•

Supporting VC-related public–private dialogue and cooperation

•

Security of land tenure – importance of title deeds for financing models

•

Identification of ‘farmer’ candidates as beneficiaries

•

Coordinated support system in conjunction with government departments,
organised agriculture and VC actors

•

Multi-stakeholder approach to development programmes, ensuring viable business
units.

4.2.5.2 Strategic objective
“Create an enabling environment, conducive to growth of the VC by confirming and
strengthening institutional framework and policy with also representative private sector
associations as well as public-private dialogue and cooperation platforms. To strengthen the
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VC through research, animal health and traceability/bio-security, skills transfer, financing and
title deeds, as well as marketing channels (including export) and import control measures
(quality and safety, as well as import levies).”

4.2.5.3 Indicators to monitor the objective
•

Coordinated effort and success rate

•

Effective decision-making process, cutting out red tape

•

Private sector associations

•

Disease outbreaks and bio-security control

•

Research on critical VC-preferred outcomes.

4.2.5.4 Proposed interventions
Proposed intervention 1: Transformation and land re-distribution programmes to be
associated with mentioned service support delivery, as well as securing infrastructure,
credit terms and the availability of marketing channels
The appropriate government departments should be responsible for the overall planning,
coordination and execution of the institutional policy and strategy. The effective
implementation of land re-distribution programmes and revitalising of past failures should be
high on the priority list, and mistakes of the past should not be repeated.
The RPO and NERPO, as lead institutions and mandated by red meat farmers to support the
red meat industry, should be the responsible organisations to play a supportive role, to act as
facilitator at industry level, and to support effective, well-coordinated government
programmes, and to coordinate the implementation with private-sector VC actors.
Proposed intervention 2: Support to VC-related public–private dialogue and
cooperation
Efficient value chain dialogue with government would serve a number of objectives, including
the following:
•

Ensuring that specific issues and requirements of red meat production and the
processing industry and its constituent groupings are effectively brought to the attention
of government

•

Creating a climate of cooperation in which the red meat industry can contribute towards
policy formulation and other government initiatives

•

Creating a climate in which the red meat industry can become an effective partner in the
implementation of government policy, with special emphasis on interventions relating to
veld management, bio-security and animal and food health, traceability, import
regulations, and opening up of export opportunities, together with the regulatory
framework thereof.
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Proposed intervention 3: Full implementation and control of the Veterinary Strategy
2016–2026 (RPO, 2018)
Efficient implementation focussing on the stakeholders’ five pillars, namely:
•

Strengthening of the competencies of the Animal Health Directorate

•

Strengthening of public health through safe feed and safe food

•

Strengthening of the competencies of laboratories, together with the necessary
accreditation and standards

•

Developing and implementing of animal identification and animal recordkeeping, as
well as traceability records

•

Strengthening animal well-being through legislation and standards.

Involvement in the National Beef Recording and Improvement Scheme will also strengthen
the purpose of, and contribute to, food security and consumer health.
Proposed intervention 4: Understanding, support and expanding research programmes
to strengthen the VC
•

Involving ARC, tertiary and other institutions, supported by public and private sector
involvement, in animal and consumer health (food security), climate change and its
effects on sustainable industry, re-evaluation of carcass classification system, animal
nutrition, selection and performance testing, animal husbandry, and many other
industry-related issues.

•

Involving other institutions, like RPO/NERPO, business schools and others, on
marketing channels, export potential, and consumer behaviour on all related VC
subjects.

4.3

CARCASS VALUE CHAIN ANALYSIS

4.3.1

Introduction

This section provides an overview of the various value chain actors involved in the carcass
value chain and also identifies both the opportunities and constraints applicable.

4.3.2

Value chain description and map

Figure 4.11 as illustrates below, provides insight regarding the product flows, from raw material
to end-markets.
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Figure 4.11: Value chain map related to carcasses
Sources: RMRDSA, 2017; Ford, 2016; NAMC, 2003 & DAFF, 2013.
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4.3.2.1 Product description
Although feedlots comprise the main supplier of livestock (especially weaners), abattoir
owners also procure cattle from farmers and livestock auctions with the aid of agents. Live
cattle are transported to the abattoir with interlink trucks.
First-stage processing products include:
Abattoir owners procure livestock (beef cattle) that range in various ages and are categorised
into different classes (please refer to previous sections for categories) (DARD, 1992).
During second 2nd stage processing, livestock are processed into carcasses at abattoirs.
Second-stage processing includes the slaughtering of beef cattle at an abattoir. According to
Watson (2016), an abattoir is simply a facility where the product is changed into a different
format, i.e. from livestock into carcasses. Table 4.15 each of these products involved.
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Table 4.15: Second stage processing products
Product

Carcasses

Description

Beef carcasses is the product obtained after the animal has been
dressed (or slaughtered) (Bruyns, 2017).

(Dressed Beef)

Figure 4.12: Illustration of a beef carcass
Source: Knights Group, 2017.

Half carcass
(also known as a side)

Beef carcasses are split into halves and inspected by a meat
inspector, washed and sent to a cool store where they are stored
in various cold storage rooms (A, B and C). The first cold storage
room (A) is set at 7 °C, the second cold storage room (B) at
10 °C and the third cold storage room (C) temperature is set at
12 °C. This arrangement is applied for food safety purposes and
to prevent cold shortening (cold shortening occurs if the carcass
is exposed to temperatures colder than 7 °C directly after the
slaughtering process (Beef + Lamb New Zealand, 2010).

Figure 4.13: An illustration of a half beef carcasses
Source: SAHAN, 2017.
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Hind quarter (Split Half)

Clients order either hind quarter or a front quarter (the hind
quarter and front quarter together are known as a split half). On
the day of transportation, the half carcass is split into two
quarters (between the 11th and 12th rib). In addition to a client’s
preferences, half carcasses are split into carcasses for logistical
reasons as well (Bruyns, 2017).
According to The Free Dictionary (2017), the hind quarter is
known as the posterior portion of the side of a beef carcass and
is composed of the flank, round and loin (short loin and sirloin)
(UT, 2016).

Front quarter (Split Half)

Figure 4.14: An illustration of the front and hind
quarter of the beef carcass
Source: Beef + Lamb New Zealand, 2010
The front quarter of beef contains the following primal cuts: Ribchuck, shank, brisket and plate (UT, 2016).
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Offal (5th Quarter)
(Keep in mind this is
classified as a byproduct of the carcass
value chain and will be
discussed in-depth in
the offal value chain).

Offal comprises the following cuts (Beefmaster, 2017):
•

Clean Feet

•

Tongue

•

Liver

•

Fat

•

Lungs

•

Hearts

•

Skirts

•

Gullet

•

Spleen

•

Hind Trimmings

•

Oxtail C-grade

•

Oxtail A-grade

•

Kidneys

•

Kidney Fat

•

Tongue Roots

•

Neck trimmings

•

Head meat

•

Ox Head

•

Intestines/Guts

•

Black tripe

•

Clean tripe

•

Guzzler meat

•

Magodo

During second 3nd stage processing both hind and front quarters are deboned (cold boning).
At the meat processing facility, both hind and front quarters are de-boned (cold boning) into
primal and sub-primal cuts in a temperature-controlled room (7 °C). Primal and sub-primal cuts
are illustrated in Figure 4.15 (Beef + Lamb New Zealand, 2010).
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Figure 4.15: An Illustration of beef primal and sub-primal cuts
Source: Beef + Lamb New Zealand, 2010.

4.3.2.2 Core functions (processes of transformation) in the value chain
The core functions of the beef carcass value chain in terms of the “modern approach” are
described below (Bruyns, 2017 & GDARD, 2009).

Procurement of beef cattle
•

Agents of abattoirs procure beef cattle from farmers, feedlots and livestock auctions
in South Africa, Namibia and Botswana.

•

Import permits need to be arranged prior to transportation from the Department of
Agriculture related to the specific province when cattle are imported from Namibia
or Botswana.

•

Procured cattle are transported to abattoirs with interlink trucks. The carrying
capacity of the interlink trucks used for transporting slaughtering animals from farms
and feedlots to abattoirs is estimated to accommodate between 65 and 70 animals.

•

Beef cattle are received and offloaded at the reception area.

•

Ante-mortem inspection of cattle is conducted to determine their health status.

•

Healthy beef cattle are sent to lairages (The Free Dictionary by Farlex (2017)
defines lairages as: “animal handling facilities at sale yards or abattoirs and includes
loading ramps, laneways, branding and injection chutes, weigh-scales, holding
pens, drafting races, covered housing, water points and feed bunkers”).

•

Cattle displaying dubious health are sent to isolation pen for monitoring.

•

Cattle that are classified as dead on arrival are moved directly to the post-mortem
division for destruction.

•

Injured cattle are transferred to the emergency slaughter division, or if this is
impractical, are transferred to the post-mortem area for killing and destruction.
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1st stage processing:
•

Beef cattle are moved from the lairages and emergency slaughter area to where
stunning, hoisting and bleeding takes place (known as the ‘dirty’ area of the
abattoir).

•

At point of entering the abattoir, beef cattle are stunned with a captive-bolt pistol,
whereby the animal is sedated.

•

The sedated animal is hoisted and linked to the abattoir slaughter line, hanging
head down and weighed (keep in mind that this weight is consider as live weight).

•

The animal is killed by cutting open the neck (from sedating to killing needs to take
place within 60 seconds).

•

The animal’s body bleeds out for 8 minutes. Between the 7- and 8-minute period,
electrical stimulation is applied that ensures effective bleeding.

•

The animal’s body is moved via the slaughter line to the next few stations where
dressing takes place (or the body is transformed into a carcass), known as the
‘clean’ area of the abattoir.

2nd stage processing:
•

At slaughtering station 1, the skin located on the head is opened. Both front & hind
feet are taken off. The head and tongue, as well as front and hind feet, are available
for meat inspection. If passing inspection, the head, tongue and front and hind feet
go to the meat-processing division for further processing (cleaning and packaging).

•

The second phase involves the slaughtering of the hind legs and the opening of the
anus, which is also slightly dressed from the body. This process takes place at
slaughtering stations 2 to 4.

•

Slaughtering station 5 comprises the butchering of the flanks from the hind side
towards the middle of the carcass.

•

Station 6 entails the butchering of front legs.

•

Station 7 involves the removal of the tail and skin.

•

At station 8, the breast of the carcass is opened.

•

Station 9 comprises the removal of the stomach and intestines.

•

Station 10 includes the removal of liver, lungs and the heart (also known as the red
offal)

•

At Station 11, the carcass is split in two halves and is inspected by the meat
inspector.

•

The carcass is then washed, graded and weighed.

•

Weighed carcasses are moved to cold storage (A, B and C). In order to prevent cold
shortening, carcasses are stored first in cold storage room (A), temperature set at
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7 °C, then in the second cold storage room (B) at 10 °C, and finally in the third cold
storage room (C), temperature at 12 °C.
•

Abattoirs sell quarters (hind and front quarters) directly to wholesalers, retailers, and
restaurants, or to their meat processing plants.

•

Half carcasses (Sides) are only broken into quarters on the day of transportation.

Manufacturing
•

Split halves (hind and front quarters) are de-boned (cold boning) into primal and
sub-primal cuts in a temperature-controlled room (7 °C) (Beef + Lamb New Zealand,
2010).

•

Both primal and sub-primal cuts are packed into the packaging required by the
specific client and are stored in a cold storage room until dispatch.

•

Trimmings are processed further into other products, such as patties and sausages,
using specifically designed equipment and packed into specifically designed
packaging.

•

Offal is washed, cleaned and packed into specific packaging applicable to offal.
Offal will be discussed further in the Section 5: Offal value chain analysis.

•

Hides and Skins are obtained from abattoirs as well as from informal slaughtering.
After slaughtering, skins and hides are categorised into certain status types, such
as gold status, silver status, and bronze status. An in-depth discussion of hides and
skins is set out in Section 4: Hides value chain analysis.

•

Carcass and Blood meal are typical by-products that are produced during the
slaughtering of those live animals at abattoirs that did not pass the primary and
secondary meat inspections. Blood is collected via containers that are strategically
placed underneath hanging carcasses. More information is provided regarding the
carcass and blood meal value chain in Section 5.

Marketing
All abattoir companies are responsible for their own marketing strategies. Most abattoir owners
sell split halves (hind and front quarters) to wholesalers and retailers. Marketing mainly
involves maintaining personal relationships with wholesalers and retailers that have been built
up over the years, and that are known for good quality meat for best values.
Only a small portion of abattoirs in South Africa has access to their own meat processing
facilities. Meat processing facilities sell primals and sub-primals directly to retailers,
restaurants and supermarkets.

Branding
Most meat processing plants distribute and sell meat cuts under their own brands. Some meat
processing plants, such as Karan beef, distribute the final product through their own small
retail outlets. However, Woolworths requires their own packaging and branding.
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4.3.2.3 Value chain actors and their functions
Actors in a value chain are defined by UNIDO (2011) as: “producers, suppliers, processors,
marketers and buyers. These value chain actors are supported by a range of technical,
business and financial service providers”. The core functions linked to direct actors and
activities are presented in Table 4.16. The reader should take note that animal feed companies
and pharmaceutical companies are not classified as direct actors, but as operation service
providers, as these companies deliver products and services to the producers.

Table 4.16: Core functions, actors and activities description
Core functions

Input brokering

Direct actors

Activities

Abattoirs
According to Van der Westhuizen (2017)
(SAMIC), the abattoir industry of South
Africa comprises 399 registered abattoirs.
However, according to discussions with
various stakeholders in the industry, such
as the Department of Agriculture Western
Cape State Veterinarian and the RMAA, the
number of registered abattoirs does
fluctuate and is extremely volatile. These
stakeholders also mentioned that some of
these registered abattoirs are not
operational and that the largest abattoir in
South
Africa
is
not
registered.
Nevertheless, for purpose of this study,
reference is made to SAMIC’s number of
abattoirs, estimated at 399.
Abattoirs are separated into various
throughputs, such as 1) High throughput
red meat abattoir, 2) Low throughput red
meat abattoir, and 3) Rural throughput red
meat abattoir. Abattoirs associated with
feedlot companies, and wholesalers are
classified as High throughput red meat
abattoirs, whereas abattoirs associated with
SMMEs, municipalities and farmers are
classified as Low throughput red meat
abattoirs (DAFF, 2015a).

st

1 Stage
processing

st

All 399 register abattoirs are involved in 1
stage processing. However, each abattoir
uses its own strategy to procure livestock.
This could involve an agent procuring
directly from producers, or via livestock
auctions of the abattoir’s specific choice.

Cattle are transfer from lairages to dirty
area of abattoir.

At the dirty area of abattoir, cattle are
stunned, hoisted and linked to the slaughter
line.

97

Core functions

Direct actors

Activities

Live weight is measured.

Killing of animal

Bleeding process of 8 minutes

The animal’s body is transferred to the
clean area of abattoir.

Same actors as described above.
2

nd

Removal of feet and heads

Stage
Removal of skins and/or hides

processing

Evisceration

Splitting of carcass

Primary meat inspections

Secondary meat inspection

Carcasses that did not pass the primary and
secondary meat inspection are used as a
primary source for carcass meal.

Manufacturing

Same actors as described above.

Deboning

Packaging

Processing of trimmings

Offal is cleansed and packed

Develop their own brands – e.g. Karan beef.
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Core functions

Direct actors

st

nd

Local actors: 1 and 2 stage South African
processors (abattoirs).
Branding
marketing

Activities

Some abattoirs and meat processing plant
owners do have small retail outlets

and
Attend local trade fairs

(Retail & Export
of final products)
Attend international trade fairs

Website-based marketing

Branding
marketing

and

Wholesalers

Wholesalers (such as Cavalier Foods, QK
Meats and Excellent Meat buy front and
hind quarters and export these under their
own brands to foreign countries.

(Retail & Export
of final products)

Table 4.17 is a summary of the relevant operational services, business development services,
and financial services in the beef meat industry

Table 4.17: Service provision
Service

To which direct VC actors

Auctioneers

Abattoir owners

To which
Service
direct VC actors

Weight gaining of animals
(Buying weaners at between 160
and 280 kg of live weight, feeding
them for 80–140 days to a live

Abattoir owners.

By which indirect VC actors
(service provider)

Leading role players in the
auctioneering
sector
include
Vleissentraal, BKB, BKB Louwid,
Karoo-Oche, André Koch & Seun,
Noordkaap Lewende Hawe and
GWK Bpk.

By which indirect
(service provider)

VC

actors

Major role players in the beef
feedlot industry are: Karan Beef
(140 000 animals), Kolosus (40 000
animals), Sparta Beef (40 000
animals) and Beefmaster (35 000
animals) (NDA, 2016).
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Service

To which direct VC actors

By which indirect VC actors
(service provider)

weight between 400 and 550 kg
before slaughtering them).

Transport companies
Farm to abattoir
Feedlots to abattoirs

Abattoirs owners

Many of the big abattoir operators
own their own super link trucks to
transport slaughtering animals to
abattoirs and also carcasses to the
market.

Live auctions to abattoirs
Cold chain

Refrigerated trucks, like Hestony
Transport or Liebentrans, operate
between abattoirs and meat
processors
or
directly
from
abattoirs to retail/butcheries with
own processing facilities.
Different sizes of trucks distribute
carcasses namely 13,5-ton trucks
(hanging space for 60 cattle
carcasses, depending on weight of
carcasses), 18-ton trucks with
hanging space for 75 carcasses,
and 24-ton trucks which can take
100 carcasses.
Transport costs, depending on the
distance, vary between R1,00/kg
for 13,5-ton trucks, R0,88/kg for 18ton trucks and R0,71/kg for 26-ton
trucks on long distances.
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Service

To which direct VC actors

Input & Equipment Suppliers
(equipment, chemicals, protective
gear, and packaging material)

1st and 2nd stage processors,
manufacturers.

By which indirect VC actors
(service provider)

Chemicals Suppliers
Various chemical suppliers exist in
South Africa. Some suppliers
include Action Chemicals, Cleanco,
Quatchem and Diversey.

Equipment Suppliers comprise the
following role players:
Jarvis,
Abattoir
Equipment
Suppliers,
Butcher
&
Meat
Processing Equipment (BMPE),
Mitchell group and Marel.

Protective gear suppliers are:
Mitchell Group and Pienaar Bros.

Packaging
material
suppliers
include: Cibapac, Swisspack and
Afrox (MAPAX for meat).

Financial services

1st and 2nd stage processors,
manufacturers

Financial instruments available –
Private sector (South Africa).
Commercial banks, such as:
Nedbank, African Bank Limited,
Barclays Africa Group (ABSA),
Standard Bank, Investec, First
National Bank, Capitec and
FirstRand.
Provide generic short-, mediumand long-term financial instruments
to agro-processors and producers.
This is tailor-made according to the
needs of the client and credit
assessment criteria of the bank.
These criteria include factors such
as collateral, cash flow, repayment
ability, management and industry
outlook.
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Service

To which direct VC actors

By which indirect VC actors
(service provider)
Keep in mind that medium-term
loans are typically used to
purchase beef cattle.

Technical services

1st and 2nd stage processors,
manufacturers

SAMIC; RMAA

4.3.2.4 Flow of product and end-markets
The carcass value chain starts at the abattoir. Abattoirs are classified as: 1) High-throughput
red meat abattoirs, 2) Low-throughput red meat abattoirs, and 3) Rural-throughput red meat
abattoirs, which constitute only an indication of the size (throughput) of the specific abattoir.
Keep in mind that an abattoir is also known as a product “changer”, transforming live animals
into carcasses. According to Wethmar (2016), abattoirs are not carcass driven, but volume
driven, and preference is given to large beef cattle. Larger carcasses are more easily
processed than smaller and lean, underweight carcasses are. Small, underweight carcasses
are more labour intensive and take much longer to process into primals. Therefore, abattoir
owners prefer the larger carcasses that are produced from British breeds such as Angus,
Hereford and Sussex.
At the abattoir, carcasses are processed into halves, and the split halves are known as front
or hind quarters. Hind and front quarters are sold to meat processing plants, wholesalers, and
retailers. Meat processing plants debone split halves (hind and front quarters) into primals and
sub-primals. Trimmings are processed into sausages and patties. All products are packed and
then distributed to supermarkets, retailers, and restaurants, or to their own small retail outlets.
Please refer to Figure 4.16 and Figure 4.17 for an illustration of the different processes.
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Figure 4.16: Flow Diagram of high throughput red mat abattoir operations
Source: GDARD, 2009.
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Figure 4.17:Flow chart of beef processing processes
Source: Beef + Lamb New Zealand, 2010.
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4.3.2.5 Service provision
Abattoirs
Abattoirs provide the product transformation service, which includes the transformation of live
animals into carcasses and fragmenting the carcasses into halves and split halves (front and
hind quarters).

4.3.2.6 Meat processing facilities
Provide deboning, trimming and processing services, as well as packaging. Split halves (also
known as front and hind quarters) are deboned into both primal and sub-primals. Trimmings
are further processed into patties and sausages. Final products are packed according the
clients’ needs.

4.3.3

Sourcing of inputs and supplies

4.3.3.1 Primary product characteristics
The key characteristics of inputs and suppliers for the processing of carcasses are:
•

Live animals (beef cattle) – The types of animal (grades A, AB, B and C) that abattoirs
procure depend mainly on the needs of the client, which depend on the end consumer
(LSM category), i.e. consumers in the high LSM group > 7 are more aware of the quality
and will prefer to buy A-grades, which constitute the most tender meat (but with less
flavour). These products (A-grade) are most likely to be obtained by consumers from
Woolworths and Pick n Pay. Pick n Pay procures AB grades of meat, which are defined
as reasonably tender. B-grades are known for less tenderness, but higher flavour. Cgrades are known for being the least tender, but are perfect for stews.

•

It is also important to note that an abattoir is volume driven (kilograms slaughtered) and
not number driven (amount of livestock animals slaughtered). The smaller-frame beef
cattle take much longer to process than do larger-frame animals that are produced from
British breeds such as Angus, Hereford and Sussex. Therefore, the abattoirs’ preferred
choice is A grade, of British breed of origin. However, if abattoirs supply to retailers with
a different marketing strategy, they will buy Afrikaner and Nguni type of animals, which
are distributed under the brand “grass-fed” cattle (Watson, 2016).

•

Water – Water that is fit for human consumption is required to clean carcasses after the
slaughtering process, before the carcasses is stored in cold storage rooms (GDARD,
2009). According to van der Westhuizen (2017), abattoirs use 1000 litres of water per
beef carcass. Hence, it is important that abattoirs have access to large amounts of water
that is suitable for human consumption.

•

Packaging – Abattoirs pack offal into plastic bags that are then placed into carton boxes.
Meat processing plants use plastic bags that are vacuum sealed or plastic trays with film
coverings. However, the type of packaging material used does have a direct influence
on the colour of the meat. Beef meat products packaged in a normal vacuum bag will
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turn purplish-brown to red in colour, which is the result of the absence of oxygen in the
package. Once the meat is uncovered from the package and exposed to air, the meat
changes to a bright red colour (Sparta, 2015). Meat is either vacuum packed in clear
plastic bags or in plastic trays. The typical packaging material comprises plastic trays
with film covering, and the film is usually permeable to oxygen in order for the meat to
remain bright (DAFF, 2012b).
•

Modified atmospheric packaging (MAP) gases – MAP gasses are infused into the
package before sealing. MAP gasses are a combination of carbon dioxide, nitrogen and
oxygen. These gasses provide longer shelf life, i.e. the meat will stay red for a longer
time in the packaging. According to Strydom (2014): “Carbon dioxide is bacteriostatic
and fungi static, which means that it retards the growth of mould and aerobic
mechanisms dominate. It is also used as an inert filler gas to prevent packaging
collapsing.”

According to DAFF (2012b), meat processing products, such as sausages, may contain
sulphur dioxide in a concentrate that should not exceed 450 ppm. However, according to
literature, it is evident that some consumers are allergic to sulphur dioxide.

4.3.3.2 Characteristics of primary producers and input providers
The characterisations of the core primary producers and input providers are discussed below.
•

Producers - Please refer to section 4.1.3.1.

•

Water – Water used during the slaughtering process (used to clean carcasses) is mainly
obtained from the abattoir’s local municipality. The amount of water used per carcass is
estimated at 1000 litres. This could be a limiting factor, especially within the Western
Cape where severe droughts have recently affected the amount of water available for
use. As previously mentioned, it is important to note that the quality of water used to
clean carcasses should be fit for human consumption.

•

Packaging – Meat processors all have their preferred packaging supplier. The preferred
choice depends mainly on price and quality. Main role players in the meat packaging
industry comprise the following: Mega Packaging, Nampak, Cibapac and Foodpack. Of
all these suppliers, Cibapac is the major role player.

•

Modified atmospheric packaging (MAP) gases – MAP gasses are supplied only by
Afrox. As noted above, MAP gas is a combination of carbon dioxide, nitrogen and
oxygen.

4.3.3.3 Contractual arrangements
The following contractual arrangements exist in the beef carcass value chain:
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•

Primary producer and abattoir – This is normally in a form of a sales arrangement
between the producer and the abattoir that stipulates the amount of cattle (weaners) that
needs to be delivered in a certain period, at an agreed price.

•

Abattoir and meat processing plant – This agreement is also in the form of a sales
agreement, where the abattoir agrees to supply a certain volume of meat cuts to the
meat processor, and the meat processor agrees to pay the abattoir a certain amount
(price per kg), based on the product grade and quality.

•

Processing plant and retailer – Retailers sign a sales agreement with the meat
processing plant. This ensures that a certain volume of quality, packed products will be
delivered to the retailers at an agreed price, over a certain period of time.

4.3.3.4 Logistics
Logistics in the beef carcass value chain apply to the transportation of livestock or the
transportation of split halves (hind and front quarters), which is known as the cold chain.
Different trucks are used for each type of logistical arrangement. Interlink trucks are used for
transportation of beef cattle from primary producers to feedlots, abattoirs and auctions. From
auctions, beef cattle are transported to feedlots or abattoirs.
Different sizes of trucks distribute carcasses, namely 13.5-ton trucks with hanging space for
60 cattle carcasses, depending on weight of carcasses; 18-ton trucks with hanging space for
75 carcasses; and 24-ton trucks which can take 100 carcasses. Cooling units are situated at
the front of the trucks, and when the trucks are loaded to full capacity, problems may arise
where offloading does not take place by the next day. Temperature is set between -2 °C and
+2 °C, and cooling units do have ability to freeze the carcasses. Transport is paid per truck
and not per kilogram, and it is therefore important to utilise trucks to the optimum. Transporters
usually set a maximum limit of four drops per route, as well as standing time charges when
not offloaded in time. The cargo is also insured. Transport costs, depending on the distance,
vary between R1.00/kg for 13.5-ton trucks, R0.88/kg for 18-ton trucks, and R0.71/kg for 26ton trucks on long distances (Badenhorst, 2016).

4.3.3.5 Communication – Information exchange and trust
With the South African beef classification system in place, and taking into consideration the
fact that carcass grading is done by an independent person, it is clear there is a relationship
of trust between input suppliers, processors and manufacturers. All of these stakeholders are
also familiar with the classification in place.

4.3.4

Production capacity and technology

4.3.4.1 Production capacity
1st and 2nd stage processing (abattoirs)
During the last 10 years, the abattoir industry of South Africa has expanded significantly in
capacity and numbers. The abattoir industry can be divided into abattoirs that (i) are owned
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by SMMEs, municipalities and farmers, or (ii) are linked to feedlot companies and wholesalers.
Abattoirs are also differentiated into three different categories: 1) High-throughput red meat
abattoirs; 2) Low-throughput red meat abattoirs; and 3) Rural-throughput red meat abattoirs
(Neethling, 2016). Table 4.18 provides an overview of the numbers of abattoirs located in each
province. Table 4.19 reflects the slaughtering numbers for classification abattoirs related to
the period March 2015 – February 2016, and Table 4.20 reflects the slaughtering numbers for
non-classification abattoirs related to the period March 2015 – February 2016.

Table 4.18: Abattoirs per province
High throughput abattoirs
Province
>20 cattle/day
13.6%
Gauteng
19
5.7%
Limpopo
8
North West
6.4%
9
Free State
23
16.4%
KwaZulu-Natal
20
14.3%
Eastern Cape
12
8.6%
Western Cape
19
13.6%
Mpumalanga
13
9.3%
Northern Cape
17
12.1%
Total
140
100%
Source: Neethling, 2016.

Low throughput abattoirs
≤ 20 cattle/day
7.1%
22
7.1%
22
6.7%
21
59
18.9%
34
10.9%
69
22.1%
34
10.9%
27
8.7%
24
7.6%
312
100%

Table 4.19: Abattoirs per province and slaughtering numbers (March 2015 –
February 2016) for classification abattoirs*
Province

Cattle

Sheep

Pigs

Gauteng (23)

401 462

13.5%

751 068

13.3%

1 128 952

42.0%

Limpopo (17)

142 824

4.8%

78 308

1.4%

54 654

2.0%

Mpumalanga (21)

678 929

22.8%

82 549

1.5%

195 607

7.3%

North West (15)

245 794

8.2%

54 967

1.0%

58 020

2.2%

Free State (38)

569 563

19.2%

793 597

14.0%

156 371

5.8%

KwaZulu-Natal (21)

335 036

11.3%

122 291

2.2%

366 684

13.6%

Eastern Cape (26)

216 152

7.3%

425 233

7.6%

162 349

6.1%

Northern Cape (29)

233 491

7.9%

2 157 608

38.3%

86 372

3.2%

Western Cape (27)

149 955

5.0%

1 165 020

20.7%

479 432

17.8%

2 973 206

100%

5 630 641

100%

2 688 441

100%

Total

Source: SAMIC, 2016.
*Classification abattoirs are abattoirs that are registered and voluntary used the classification
system to grade beef carcasses.
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However, according discussions with various stakeholders in the industry, the number of
registered abattoirs does fluctuate and is extremely volatile. These stakeholders also
mentioned that some of these registered abattoirs are not operational and that the largest
abattoir in South Africa is not even registered.

Table 4.20: Non-classification abattoirs slaughtering numbers March 2015 –
February 2016
Province
Limpopo
Mpumalanga

Cattle
12 042
2 440

Sheep
2 400
823

Pigs
6 831
8 544

North West
Free State

3 141
5 418

4 242
19 835

51 849
6 276

KwaZulu-Natal
Eastern Cape (West)
Eastern Cape (East)
Northern Cape
Western Cape
Total

5 896
2 666
4 063
1 080
1 270
38 016

7 740
17 124
18 386
12 623
19 915
103 088

31 455
4 536
19 929
1 803
7 544
138 767

Source: SAMIC, 2016.

4.3.4.2 Technology
From the value chain actor’s perspective related to the carcass value chain, the most
significant improvement of technology is seen at the primary producers’ and the
manufacturers’ sides. Little technology improvement has been made at the 1st and 2nd
processors (abattoirs) because it is too expensive to upgrade equipment every five years, and
the tendency is to rather upgrade technology every 30 years.
Manufacturing – Food scientists are constantly conducting R&D on packaging material to
ensure longer and safer shelf life. A typical example includes Modified Atmospheric Packaging
(MAP) gases. MAP gasses are infused into the package before sealing. MAP gasses are a
combination of carbon dioxide, nitrogen and oxygen.

4.3.4.3 Knowledge use
Craig et al. (2015) have indicated the following: “research that was conducted in conjunction
with the World Economic Forum, and separately with the US Council on Competitiveness,
exploring the factors contributing most to manufacturing competitiveness identified a highly
productive workforce, strong intellectual property protection policies, favourable financial and
monetary policies, broad infrastructure, strong R&D capabilities, and established supply
chains as important contributors to 21st-century advanced manufacturing competitiveness.
But the most important factor identified was a nation’s ability to foster talent-driven innovation
that is, its ability to ensure a sufficient supply of talented workers, which enables companies
to advance innovation agendas and produce more innovative, higher-value goods and
services capable of winning in global markets”.
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During stakeholder consultations and site visits that were conducted, it became evident that
knowledge and skills play a vital role in the daily operations of 1st and 2nd processors (abattoir).
According to Butchery & Braai (2015), there is a real shortage of skilled people, especially in
the butchery division. Most supermarkets in South Africa made use of extensive training
programmes that are supported by the applicable Sector Education and Training Authority
(SETA) in order to transfer skills to a new generation of skilled sausage makers, block men,
scale operators and sales people.

4.3.4.4 Costs and margins
In order to understand the costs and margins involved at the 1st and 2nd processors of the
carcass value chain, various definitions are applied to the abattoir industry (Funke, 2006).
•

Abattoir’s purchase price – is the value of the fifth quarter and the cold carcass weight,
or the price paid to either the primary producer or feedlot, excluding VAT.

•

Abattoir sales price – is known as the average price paid per carcass, straight after
slaughtering, and excludes VAT, transportation costs, slaughtering fees and the fifth
quarter.

According to Funke (2006), three types of payments may occur during transactions with
feedlot owners, producers and wholesalers.
•

The abattoir keeps the hide and offal (fifth quarter)

•

The abattoir only keeps the offal (fifth quarter)

•

The abattoir keeps nothing and only a slaughtering fee is charged.

The cost structure where an abattoir procures livestock, slaughters and sells meat to
wholesalers, retailers etc. is displayed in Table 4.21 below.

Table 4.21: A typical example of costs and profits of a beef abattoir
Description
Abattoir purchase price
Carcass mass initial
kg/head
Abattoir monthly
slaughter capacity
Abattoir daily slaughter
capacity
Abattoir slaughter days
per month
Total expenditure on
carcasses
Fifth quarter income

Cost units
R/kg
Kg
Units

Calculation of costs
Average monthly price
Weight per carcass

Example of costs
R47.00
267.22

Units

240
12*

Units

Units

21

R/carcass

Average monthly price
x carcass weight
Average income per
fifth quarter x LSU

R12, 559.34

R/carcasses

R367.34
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Total abattoir
purchasing expense
less fifth quarter income

R/carcass

Total expenditure on
carcass – fifth quarter
income

R12, 192.00

Total purchasing
expense
Operating expenses

R/carcass

Same as above

R12 192.00

R/carcass

R608.77

Fixed capital costs
Total cost to abattoir
per carcass

R/carcass
R/carcass

Total operating
overhead
Financing costs etc.
Sum of total
purchasing cost, total
operating expenses
and total fixed capital
costs
Average monthly price
Weight per carcass

Abattoir selling price
Carcass mass cold kg/
head
Total income from
sales
Abattoir profit from
sales per carcass

Slaughter fee

R/kg
Kg
R
R/carcass

R/head

Abattoir selling price x
carcasses sold
Total income from
sales/number of units
sold – total cost per
animal
Total fixed cost x 20%
+ operating cost

R3 019.54
R15 820.31

R50.00
264.55
R13 227.50
-R2 592.81

R1 212.68

Source: Funke, 2006.
*This calculation is based on a Low-throughput abattoir.
Table 4.21 refers to an abattoir with a monthly slaughter capacity of 240 cattle (classified as a
Low-throughput abattoir), and the abattoir’s profit from sales per carcass is reflected as minus
R2 592.81, indicating that abattoirs which slaughter low numbers of cattle and/or are not
running at full capacity are not profitable, as both the operating expenses and fixed capital
costs are too high and will not be covered with a low throughput of beef cattle. Therefore, an
abattoir should run at full capacity at all times. Given the latter, it is evident that the abattoir
industry is volume driven in order to be able to carry overhead costs and to be profitable and
sustainable in the long term.

4.3.4.5 Innovation
R&D regarding meat packaging, such as of MAP gases, could also be regarded as innovation,
as it keeps the meat red for a longer period. In terms of beef meat itself, the level of innovation
is lower than in the fresh food industry (Butchery & Braai, 2015).
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4.3.5

End-markets and trade

4.3.5.1 Product prices
Table 4.22 provides a quick overview of the abattoir sales price for different grades (A, AB, B,
and C) of beef cattle.

Table 4.22: Production information for the month of January 2017
Production information for the month of January 2017
Item
Beef
Abattoir selling price (R/kg)
A2/A3s
AB2/AB3s
B2/B3s
C2/C3s
Net weaner price (R/kg)
Slaughtering index (Ave. =
100)
Import parity
AU – cows (R/kg)
Source: AMT, 2017.

Forecast
Feb
March
2017
2017

Jan
2017

Previous
month

Jan
2016

R38.86
R37.46
R35.96
R34.78
R23.40
85.6

R38.86
R38.37
R36.79
R35.38
R21.83
119.4

R35.27
R32.85
R29.98
R28.18
R17.54
90.7

R38.32
R36.80
R34.89
R33.70
R23.37
-

R39.76
R37.82
R35.68
R33.05
R22.72
-

R66.35

R66.41

R70.72

-

-

The reader should keep in mind that the above prices are the abattoir’s sales price. This price
has been previously defined as the average price paid per carcass, straight after slaughtering,
and excludes VAT, transportation costs, slaughtering fees and the fifth quarter.

4.3.5.2 Consumer demand
Figure 4.18 displays the index of monthly slaughtered cattle, which is based on the Red Meat
Levy Admin in South Africa and provides insight into the trends in the abattoir industry.

Figure 4.18: Index of monthly slaughtered cattle
Source: AMT, 2017.
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From Figure 4.18 it is evident that during the month of January 2017, the amount of beef cattle
slaughtered seemed to decrease by 28.3% in comparison with the previous month, which is
5.6% less than January 2016. The slaughter curve displays an overall downward inclination
from March 2016 to January 2017 (AMT, 2017).

4.3.5.3 End-buyer perspectives
According to Labuschagne, A., Louw, A. & Ndanga, L. (2004), the modern-day consumer has
an increased knowledge and power, combined with a continuous changing of their needs.
Ronquest-Ross et al. (2015) have indicated that food consumption is primarily affected by food
accessibility, availability and choice. Food intake choices are affected by various factors, such
as season, geography, education and disposable income.
Butcher Feature (2011) indicated the following: “One great thing about South Africans is that
they really love meat, except for tighter budgets, customers still refuse to reconcile for B-grade
meat. Consumers will rather pay more for good quality meat. Cambridge Food’s best-selling
boerewors is identified as the most expensive one. However, value-for-money remains key
when buying beef meat. Customers have moved away from bulk-purchase as they do not
have enough money to buy an entire month’s meat supply in one go”.
According to Henk du Toit (GM of Boxer Superstores): “Our customer buying habits have
changed dramatically due to current economic constraints. These constraints limit their
budgets and influence their daily choices in the supermarket, particularly when it comes to
quantity”. Ilyaas Rhyman, Deli Spices’ Millionaires Club sales representative in the KwaZuluNatal division, mentioned the following: “For the working class, convenience meals are the inthing and for the mid- to lower-LSMs, buying as you need is the law of the month.” Similarly,
Rui Jardim, group marketing manager at Freddy Hirsch Group (Butcher Feature, 2011) has
said that “Consumers are more aware and focused on pick price and/or portions per meal
rather than actual Rand per kilo. This is particularly so when it comes to fresh sausage and
pre-packs”.

4.3.5.4 Marketing and trade capacities
The following points provide insight into the ways of retailers and foodservices in selling and
branding meat products (Butchery & Braai, 2015):
•

Improve value and create differentiation through traceability and transparency

•

Breed branding is the latest marketing strategy with breeds such as Wagyu and
Angus

•

Retailers are also discovering more direct channels to improve the connection
between the consumer to the primary producer – for example, by procuring directly
from the source

•

Displaying of meat becomes part of the retailer’s education programme for their
consumers. The increase of single-person households is motivating a need for
individually packaged beef meat portions in re-sealable formats.
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4.3.6

Governance

4.3.6.1 Actors
The South African beef meat market is classified as a free market, which is mainly dominated
by the following abattoirs: Karan Beef, Kolosus, Sparta Beef, Beefmaster, Sernick and
Cavalier Foods. These major abattoir merchants have access to their own meat processing
plants, and distribute carcasses to wholesalers, local butcheries, retailers, restaurants,
supermarkets and as informal markets.
The Red Meat Abattoir Association is the primary actor involved in driving the South African
beef carcass industry.

4.3.6.2 Participation in and distribution of value addition
It is clear from Table 4.23 below that most of the value is created at the meat processing
plants. Therefore, it makes complete sense that more numbers of abattoir owners should
vertically integrate down the carcass value chain by gaining access to meat processing plants.
Table 4.23: Distribution of the carcass value addition (C/kg) applicable for A grades
Actor
Price per (R/kg)
Primary Producer
Net weaner price
1st and 2nd processor
Abattoir selling price (c/kg) (Price paid per carcass
straight after slaughtering and excludes VAT,
transportation costs, slaughtering fee and fifth quarter).
A2/A3s

R23.40

R38.86

AB2/AB3s

R37.46

B2/B3s

R35.96

C2/C3s

R34.78

Manufacturer
Meat processing plant
T-Bone

R90.00

Rump

R99.95

Lean Mince (C grade)

R64.95

Bulk beef stew (C grade)

R59.99

Source: AMT, 2017.
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4.3.6.3 Type of governance
Governance, in regard to the South African beef carcass value chain, refers to the
relationships between the different buyers, sellers, and service providers.
The marketing relationship is mainly dependent on the type of production system the farmers
have in place, and may be entirely ad hoc relationship, depending on the feed availability and
current price. However, large abattoirs have agents in the field that procure livestock on a daily
basis from producers, feedlots and livestock auctions.

Legislation
According to Bruyns (2017), the red meat abattoir industry is quite intensely regulated. The
following items of legislation govern the South African abattoir industry, and have an influence
on the beef carcass value chain (Bruyns, 2017):

4.3.7

•

Meat Safety Act (Act 40 of 2000)

•

Food, Drugs and Disinfectants Act (Act 13 of 1929)

•

Veterinary and Para-Veterinary Professions Act (Act 19 of 1982)

•

Preforming Animals Protection Act (Act 24 of 1965)

•

Fertilizers, Farm Feeds, Agricultural Remedies and Stock Remedies Act (Act 36 of
1947)

•

Foodstuff, Cosmetics and Disinfectant (Act 39 of 2007)

•

Marketing of Agricultural Products Act (Act 47 of 1996)

•

National Environmental Act (Act 59 of 2008)

•

Consumer Protection Act (Act 68 of 2008)

•

Animals Protection Act (Act 71 of 1962)

•

Environmental Conservation Act (Act 73 of 1989)

•

Agricultural Research Act (Act 86 of 1990)

•

National Environmental Management Act (Act 107 of 1998)

•

Agricultural Products Standard Act (Act 119 of 1990).

Sustainable production and energy use

4.3.7.1 Use of materials
Both 1st and 2nd processors (abattoirs) and manufacturers (meat processing plant) use
protective gear, such as overalls, hair nets and boot covers, for food safety reasons and on a
daily basis. However, most of the material (such as hair nets and boot covers) is
biodegradable.
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4.3.7.2 Energy use
Energy usage is extremely high for both 1st and 2nd processors (abattoirs) and manufacturers
(meat processing) as cold storage rooms require electricity on a 24-hour basis. However,
Morgan Abattoir (Springs) recently established a biogas plant, where waste products
generated by cattle are used to generate electricity. This biogas facility assists them to reduce
their electricity bill, reduce their carbon footprint, and ensure electricity supply during periods
of power failure (Africa Outlook, 2015).

4.3.7.3 Use of water
According to Maré et al. (2017), the South African abattoir industry’s water consumption is
estimated at 5.8 million m3 water per year, with a chemical oxygen demand (COD) of 5.2 to
8.5 COD per water-related cattle unit. This study also indicated that the reason behind the
high-water usage is mainly that the operational process of slaughtering and the cleaning
process require large quantities of water.
Water usage is estimated at 1 000 litre per beef carcass slaughtered, and is mainly used to
clean the 1st and 2nd processors (abattoirs) and manufacturer (meat processing plants) on a
regular basis. According GDARD (2009): “The doors, walls and equipment of a ‘dirty’ area
must be cleaned with hot water and disinfected with a suitable disinfectant every day after the
work is completed”.
Keep in mind that water is also used during the slaughtering process of the carcasses
(cleaning of carcasses before transferring to cold storage).

4.3.7.4 Effects on bio-diversity
According to a study conducted by Weobong et al. (2011) on an abattoir located in South
Africa, abattoirs may have a severe effect on the local bio-diversity. The study identified an
abattoir with high waste contamination that did not meet the standards in terms of waste
discharges into the environment. Low dissolved oxygen (0 mg/L) and high levels of BOD (3
300 mg/L) indicated high organic pollution in the waste. Effluent total coliforms of 550 000/100
ml and faecal coliforms level of 450 000/100 were recorded. People in the local community
near the location of the abattoir complained about pollution of their water source (dam) from
the effluents and bad odour, as well as an outbreak of maggots, flies and diseases such as
typhoid, diarrhoea, dysentery and even malaria.
According to GDARD (2009): “environmental impact assessment needs to be undertaken for
all activities that might require the disposal as well as treatment of waste and hazardous
waste”.

4.3.7.5 Emissions
According GDARD (2009), abattoirs do have various emissions that include odours generated
from solid wastes such as blood residues and paunch contents. Anaerobic waste treatment
pools might also have an exacerbating effect on emissions produced, as these pools produce
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the following gases: ammonia, methane and hydrogen sulphide (which is responsible for the
objectionable odour).

4.3.7.6 Waste management

According to GDARD (2009), the following waste management practices should be in
place:
Waste water
Waste water produced at abattoirs contains high BOD levels as well as suspended solids
and bacterial contamination. The following pool/pond systems are recommended for
secondary treatment of abattoir effluent:
•

settling ponds

•

facultative ponds

•
•
•
•

mechanically forced aerated ponds
naturally aerated ponds
dissolved air flotation (DAF) cells
septic tanks

Storm water
Storm water may become polluted when it comes into contact with sludge stockpiles,
animal holding pens, and treated wastewater irrigation areas. This contaminated storm
water may have damaging environmental effects on surrounding ecosystems.
Solid wastes
Sources of solid wastes produced at abattoirs comprise:
•

animal holding areas;

•

slaughterhouse and processing areas;

•
•

waste treatment plants; and
unwanted hide or skins, feathers and pieces, and unwanted carcasses and
carcass parts.
Manure is generated in animal holding areas.
Materials not suitable for rendering (such as unwanted carcasses)

•
•
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4.3.8

Identification of key interventions required to develop VC

The following section describes positive interventions that could be implemented to upgrade
the beef carcass value chain.
•

Ensure the abattoir facility is large enough for high-volume throughput (do not establish
a too-small abattoir, such as a 20 to 50 slaughter unit). The reader should keep in mind
there is especially a need for high throughput abattoirs in the Eastern Cape, as there’s
a limited number of abattoirs located in that province.

•

Cover the monthly fixed operations cost (such as water and energy costs and salaries)
by procuring large number of animals of high quality (that are on par with abattoir
standards) on a daily basis.

•

Having access to larger volume meat products will open more markets, as supermarkets
and restaurants are not interested in the procurement of small volumes.

•

Preferably procure A2/A3 beef cattle with a body framework of 4 to 5. This will ensure
that the kg per cow throughput will increase, as will the quality of primal cuts. This will
provide you with a better product offering (differentiated from the opposition).

•

Implement traceability systems in the abattoir that will deliver higher value-added cuts

•

Implement the new MSA grading system. The MSA system allocates weights to various
factors such as tenderness, flavour and overall eating experience.

•

Intervene with turnaround strategies to optimally utilise current abattoirs (especially Lowand Rural-throughput abattoirs)

•

Increase volume throughput of Low- and Rural-throughput abattoirs by establishing a
local feedlot.

•

The above-mentioned feedlots can implement livestock auction services in the rural
community, starting with one auction per month.

•

Low- and Rural-throughput abattoirs can establish small retail shops in the rural areas.

•

The establishment of new abattoirs should be strategically located (especially near
feedlots, wholesalers and retailers) in order to decrease transportation costs.

•

If low numbers of A2/A3 beef cattle with a body framework of 4 to 5 are available, procure
Afrikaner and Nguni cattle.

•

The current abattoir should procure a niche market, especially for Afrikaner and Nguni
primal cuts. This can be done by branding the product as ‘grass-fed’.

•

Form a joint venture, e.g. with the Sernick Group, where the emerging-sector animals
are custom fed and sold to the Sernick abattoir and transformed into carcasses.
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4.3.9

Assessment of key interventions

Abattoirs can only increase their product offering by establishing a meat processing plant,
where processed cuts can be stored until procurement. However, this will require a capital
outlay on refrigeration and transportation. This will also ensure sufficient stock levels. Larger
volumes of good-quality processed (trimmed) meat cuts will help to unlock new opportunities,
such as sending a truck load of prime rib to Woolworths.
In order to ensure that high volumes of beef cattle are delivered to abattoirs, abattoir owners
should backwards-integrate with the beef carcass value chain by obtaining access to a feedlot,
where they can control the i) quantity and quality procured and ii) price paid per animal.
Abattoirs with low throughput can obtain Afrikaner and Nguni cattle in order to improve
efficiency. However, the author of this paper is of opinion that before the latter is implemented,
a specific market should already be obtained. This can be done by branding this product as
‘grass-fed’.

4.3.10 Identification of facilitation activities
Abattoir owners should increase their current facilities to maximum throughput. The second
stage would be to either install a meat processing plant at the abattoir itself, or procure via a
separate meat processing facility. Abattoir owners should build relationships with feedlot
agents and negotiate for a sales agreement for a specific time, as well as implementing sales
agreement with high-end retailer groups and locating a specific market for offal that is specially
treated with no chemicals. Once a constant demand is created for products delivered, access
to a feedlot would be the final stage.
Small abattoirs need to implement a procurement strategy to obtain animals that are linked to
the local consumer demand. This can be done by implementing a livestock auctioneer service
in the rural community as well as through custom feeding. The small abattoir can vertical
integrate down the value chain by establishing small retail shops in the local community.

4.3.11 Conclusions and recommendations
It is evident that an abattoir is a high-volume driven business. However, volume can be
increased two-fold by increasing the number of animals procured for slaughtering purposes,
that is, of A2/A3 grade and a bone confirmation between 4 to 5. This will ensure the kilograms
of meat available will increase, overall. Abattoir owners should also strive to implement a
traceability system. This will automatically increase the product offering and improve the
reputation of its product, if it is managed well. Small abattoir owners should establish a niche
market, such as for grass-fed cattle, in order to procure Afrikaner and Nguni cattle that will
assist with the efficiency rate of the small abattoir.
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4.4

CARCASS STRATEGY

4.4.1

Introduction

The following section presents proposed interventions in a number of critical intervention areas
regarding the carcass value chain to the decision-makers and stakeholders of the industry,
which will aid with future decision-making.

4.4.2

Identification of interventions required to upgrade the VC

In this subsection, the various interventions will be listed and assessed. The identified
interventions are based on two workshops that were held with various role players. Table 4.12
in the “Beef Strategy” chapter depicts the major challenges and constraints identified in the
first workshop.
During a comprehensive value chain analysis and a strategic second workshop that was held
in Pretoria on 1 November 2017, the following issues were identified that require interventions
regarding the carcass value chain:
•

South African Feedlot owners integrate down the value chain by means of obtaining
access to abattoirs and meat processing plants. This is a direct indication that feedlot
owners have significant power in the red meat cold chain.

•

Traceability systems in the red meat cold chain of South Africa are still voluntary. Most
abattoirs do not implement this system as it involves too much red tape.

•

If abattoirs would like to implement this traceability system, they would have to procure
livestock from producers that follow a traceability system and have access to records.
Only a few producers in South Africa follow a traceability system, as South African
produces do not like any form of red tape.

•

It became evident that regional abattoirs are closing down at a rapid rate. This could be
directly linked to the high overhead costs of an operational abattoir. As Frazer (2016)
mentioned: “An abattoir is like a crocodile, if you don’t feed it, it will eat you.”

•

Due to the above-mentioned fact, the numbers of the abattoirs that are registered and
operating vary widely between various sources. However, it also became evident that
not all registered abattoirs are operational and that not all operational abattoirs follow
the current grading system. It also became evident that a large percentage of existing
abattoirs are not regularly audited.

•

Workshop attendees also indicated that a red meat Agri Park is not a viable solution to
improve the efficiency of the carcass value chain.

These workshop attendees also indicated that the current meat grading system has a
shortcoming as it does not provide information regarding tenderness, flavour, and overall
eating experience. However, the middle-class income category of people dictates these
grading options, while the low-class income category of people merely accepts these changes.
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South Africa has recently experienced a listeriosis outbreak that is documented as being the
world’s biggest documented listeriosis outbreak ever. According to RPO (2017a): “Listeria
monocytogenes is the primary cause of the illness called listeriosis. This bacterium is widely
distributed in nature and has been found in soil, water, sewage, mud, silage and decaying
vegetation. It has been isolated from humans, a wide variety of animals and birds, animal
products, fresh produce such as vegetables and fruit, food packaging and processing
environments”. More than 180 people have died since January 2018. However, the source of
the unique strain of listeria that caused the death of 180 people has been identified, and on 4
March 2018, the Minister of Health, Dr Aaron Motsoaledi, announced that the recent listeriosis
outbreak had been traced to Enterprise’s Polokwane meat processing facility.
These challenges and issues mentioned above formed the bases of the following interventions
areas:
•

Intervention Area 1: Primary production interventions – represents the required
technical assistance to, as well as relationships between, various stakeholders needed
to produce livestock that is of the same standard as required by both abattoirs and
feedlots.

•

Intervention Area 2: Business models & Marketing channels - represents the role of
business interventions and business models, as well as possible investment areas, that
could benefit the strategic goal of incorporating the produce of the communal and
emerging farmers successfully into the beef value chain.

•

Intervention Area 3: Support service delivery to emerging and communal farmers –
to implement a coordinated support system in conjunction with government
departments, organised agriculture, and value chain actors.

The three proposed intervention areas with sub-interventions are depicted in Figure 4.19
below, being the specific required interventions identified by the stakeholders during the
workshops as linked to the constraints which were identified during the in-depth value chain
analysis.
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Figure 4.19: Broad outlay of the proposed interventions related to the carcass
value chain
4.4.3

Assessment of proposed interventions

The objective of the following subsections is to provide a condensed background which
summarises the key constraints and opportunities that have been detected in the value chain
within the specific intervention area. Within each intervention area, the background is followed
by the formulation of strategic objective(s) for the intervention area, together with the indicators
for monitoring the strategic objective(s), as well as a brief description of each of the proposed
interventions for the specific intervention area.

4.4.4

Strategic intervention area: Primary production

4.4.4.1 Background
The carcass value chain is based mainly on the principle of transforming livestock into
carcasses at the abattoir. Abattoirs are normally categorised into three different categories,
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namely 1.) High throughput; 2.) Low throughput; and 3.) Rural throughput. During the in-depth
value chain analysis and the workshops which were held, the following facts became apparent.
Abattoirs have extremely high monthly fixed operation costs, and to cover these costs,
abattoirs should be running at full capacity at all times. It is also important to note that abattoirs
are not carcass-driven but volume-driven. Optimal capacity is determined per kg slaughtered,
and not per cattle head slaughtered. There is a tendency for large feedlot owners to integrate
down the value chain by obtaining abattoirs and meat processing facilities
Based on the literature review and workshops which were held, there is a tendency for
emerging farmers to prefer to focus on Afrikaner and Nguni livestock production, and to only
slaughter these cattle when needed. Therefore, the authors can conclude that the cattle of
these emerging farmers rarely enter the value chain. When emerging farmers opt to sell their
Nguni and Afrikaner cattle to the feedlots, they do not receive optimum prices, as feedlot
owners are reluctant to buy these breeds.

4.4.4.2 Strategic objective
Primary producers, feedlot and abattoir owners need to be self-sufficient in terms of highquality beef livestock that enter the carcass value chain which is “on par” with the feedlots and
abattoirs requirements”.

4.4.4.3 Indicators to monitor the objective
Increased livestock production, where South Africa reaches beef nett-exporter status for 10
years consecutively. Bradfield (2017) mentioned the following: “If South Africa’s beef industry
wants to become a serious competitor on the world stage, it must replace exports of cheap
meat with higher-value cuts”.
Implementation of a new breeding plan where emerging farmers produce weaners that have
the following character traits (as required by the South African Feedlot Association): beef
breeds and beef crosses that have the potential to economically produce a final carcass of
450–470 kg in the A grade after at least a 120-day feeding period (SAFA, 2018).
Change production system from grass-fed beef (that is typically produced from older animals
raised on either intensive or extensive grazing systems) to grain-fed beef that is produced
from young cattle that have been raised and tended under intensive conditions while being
fed on nutritious balanced diets for a period of about 120 days (SAFA, 2018).
Partnerships formed between feedlots and emerging farmers, such as, for example, Sernick
(Please refer to the case study of Sernick).

4.4.4.4 Proposed interventions based on constraints
Proposed intervention 1: Ensure abattoir buyers build long-term relationships with both
emerging and commercial farmers
As previously mentioned, abattoirs have extremely high monthly fixed operation costs, and to
cover these costs, abattoirs should be running at full capacity at all times. It is also important
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to note that abattoirs are not carcass driven but volume driven. Optimal capacity is determined
per kg slaughtered and not per cattle head slaughtered. In order to achieve full capacity,
abattoir buyers should focus on procuring cattle that are typically A2/A3 grade on a continuous
basis. This can easily be done, once longstanding relationships are implemented with both
emerging and commercial farmers.
Proposed intervention 2: Ensure buyers endeavour to inform livestock producers about
what qualities and breeds are required.
Once longstanding relationships are established, buyers and technical representatives can
easily advise both emerging and commercial farmers to rather produce A2/A3 grade weaners
from beef breeds and beef crosses that have the potential to economically produce a final
carcass of 450–470 kg in the A class after at least a 120-day feeding period, based on the
principle that these A2/A3 grades will generate a higher income per kg produced.
Proposed intervention 3: Ensure slaughtering of rural cattle through the formal abattoir
environment by implementing an incentive scheme.
Changing both breed type and production systems to produce A2/A3 grade weaners from beef
breeds and beef crosses that have the potential to produce economically a final carcass of
450–470 kg is no easy exercise, as farmers need to buy new breeding material, which could
range between R50 000 to R70 000 for a stud breeding bull. The implementation of an
incentive scheme will assist and motivate farmers to change their current production systems.
This will also ensure that the cattle of emerging farmers do enter the carcass value chain

4.4.5

Strategic intervention area: Business models and marketing Channels

4.4.5.1 Background
Abattoirs have extremely high monthly fixed operations costs. These costs can be covered by
procuring large number of cattle (A2/A3 grade). Having access to larger volumes meat
products will open up more markets, as supermarkets and restaurants are not interested in
the procurement of small volumes. Abattoirs should rather try to procure A2/A3 beef cattle with
a body framework of 4 to 5. This kind of body conformation will also ensure that the kg per
cow throughput will increase, as well as the quality primal cuts delivered, and provide a better
product offering.

4.4.5.2 Strategic Objective
The improvement of the efficiency rate of underperforming abattoirs.

4.4.5.3 Indicators to monitor the objective
•

Closed abattoirs will be operational again

•

Low- and rural-throughput abattoirs will have upgraded their throughput status

•

Rural-throughput abattoirs will be expanding their current operations by establishing
holding kraals and retailer shops in the local community
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•

Rural abattoirs will form partnerships to increase operational efficiency

•

Low- and rural-throughput abattoirs will be registered at SAMIC and will have
implemented grading systems

•

Low- and rural-throughput abattoirs will have implemented a traceability system

•

Low- and rural-throughput abattoirs brand their product as grass-fed cattle

•

Independent meat inspection services will be implemented.

4.4.5.4 Proposed interventions based on constraints
Proposed intervention 1: Ensure abattoir is large enough to be categorised as highvolume throughput abattoir.
Establishing new abattoirs that are too small results in a set-up to fail from the very beginning,
as the monthly fixed costs are too high to be covered by a 20- to 50-slaughter unit. Always try
to establish a high-throughput abattoir from the start.
Proposed intervention 2: Always calculate if abattoir is running at maximum throughput
and procure optimum numbers of livestock to cover overheads.
Abattoir owners should try to determine the monthly supply and demand of carcasses. This
will aid abattoir buyers when procuring high numbers of cattle. If the supply of A2/A3 grade
beef cattle is low, try to procure other grades, as long as the abattoir is operational.
Proposed intervention 3: If volume supply of A2/A3 livestock is problematic, establish
a feedlot.
Abattoirs will quickly realise when the supply of A2/A3 livestock is problematic. To overcome
this problem, it is suggested to establish a feedlot where cattle can be fed a nutritious diet to
reach A2/A3 grades. This will also ensure a continuous supply of A2/A3.
Proposed intervention 4: Register the abattoir at SAMIC and implement the current
grading system.
Registering the specific abattoir at SAMIC will automatically include regular audits. This will
improve the food and safety status of the specific abattoir, and a higher-value product can be
delivered to the client / retailer / consumer.

125

Proposed intervention 5: Implement traceability system at abattoir
An efficient traceability system aids to prevent and isolate contaminated product reaching
consumers in the event of product recall. A typical example is the current Listeria outbreak in
South Africa. According to the World Health Organisation, the recent South Africa Listeria
outbreak is believed to be the largest-ever outbreak, with nearly 750 confirmed cases. The
Enterprise company made a safety announcement, where they recalled all their products until
the 31 March 2018 (News24, 2018).
Proposed intervention 6: Expand the abattoir facility by establishing or forming a joint
venture with a meat processing plant,
Abattoir’s should expand their business by increasing their product offering. This can only be
done by establishing or forming a joint venture with a meat processing plant. This will address
issues such as throughput and overhead costs.
Proposed intervention 7: Start exploring new markets, with the emphasis on breed
branding.
There will be times when Afrikaner and Nguni beef cattle enter the carcass value chain. It is
the ideal to find upfront markets for these breed types. The authors of this paper are of opinion
that there are already abattoirs that have a specific market for this indigenous meat produced.
Hence, it would be ideal to collaborate with these abattoirs.
Proposed intervention 8: Low- and rural-throughput abattoirs could implement small
retail shops in the rural areas
In order for rural abattoirs to be sustainable and viable in the long term, it would be ideal to
establish retail shops in the rural community. This will assist the community to buy meat from
the local retailer.
Proposed intervention 9: Implement independent meat inspection services.
Implement an independent meat inspection service, which should be adapted to the Meat and
Safety Act, 2000. This would ensure that an outbreak like listeriosis would be prevented.
Proposed intervention 10: Provide proper and improved hygiene practices during the
production, processing, packaging and preparation of red meat and red meat products.
Implementation of proper hygiene practices during the production and processing of food will
ensure that safe food is provided to the consumer.

4.4.6

Strategic intervention area: Support service delivery to emerging and
communal farmers

4.4.6.1 Background
“In addition to volatile market conditions and the importance of steady market channels, animal
health is one of the critical drivers for South African livestock farmers to continue to deliver
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quality red meat to the market. Dedicated focus must also be given to empower entrants to
the red meat industry with the necessary training and support to ensure sustainable and
competitive production in order to grow availability of high-quality products,” said Mr. Koos van
der Ryst, National Chairman of the Red Meat Producers’ Organisation (RPO) (RPO, 2018).

4.4.6.2 Strategic Objective
To increase the percentage of healthy and good-quality livestock produced from rural areas
that enter the carcass value chain, with the assistance of support service delivery.

4.4.6.3 Indicators to monitor the objective
•

An increased amount of healthy and good-quality livestock slaughtered at low- and
rural-throughput abattoirs (Numbers monitored by the RMAA)

•

Continuous training programmes that deliver successful graduates

•

Successful graduates receive constant support and assistance, and have access to
livestock auctions and holding kraals.

4.4.6.4 Proposed interventions based on constraints
Proposed intervention 1: Implement skills-transfer programmes where FSD / NERPO/
RPO and Animal Health stakeholders form part of the skills-transfer programmes
Red meat producers, especially those in the rural areas, should be empowered to deliver
healthy and good-quality livestock. This can only be implemented when the various
stakeholders collaborate and implement skills-transfer programmes. However, the authors of
this paper are of opinion that the successful graduates of these skills-transfer programmes
should l receive on going mentoring.
Proposed intervention 2: Implement a livestock auction service in the rural community
As previously mentioned, abattoirs are volume driven and it would be ideal for both rural
farmers and abattoir owners if an auctioneer service could be implemented. This auction
service will be an ideal starting point for the cattle of emerging farmers to enter the carcass
value chain.
Proposed intervention 3: Implement holding kraals where cattle can be fed to reach
A2/A3 grade
Holding kraals constitute a perfect collection point for cattle and provide sufficient time to feed
cattle until they reach between 230 kg and 460 kg. they can then be sold directly to feedlots
or taken to auction.

4.4.7

Conclusion

In order for the rural/emerging farmers to enter the carcass value chain, these farmers need
to produce beef cattle from beef breeds and beef breed crosses that have the potential to
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economically produce a final carcass of between 450 and 470 kg (preferably A grade), after
at least a 120-day feeding period.
The authors of this paper have indicated that this challenge can be overcome by fostering
longstanding relationships between rural/emerging farmers and buyers from abattoirs.
Mentorships could be implemented where advice is given to change and improve the current
breeding plan and production systems.

4.5

HIDES VALUE CHAIN ANALYSIS

4.5.1

Introduction

The objective of the in-depth value chain analysis is to understand how actors in the hide value
chain operate and coordinate their businesses to obtain hides, process, store, transport it, and
how they reach the end consumers in a certain form and quality. The main aim of the analysis
is to identify the existing constraints and opportunities in the hide value chain.

4.5.2

Value chain description and map

The value chain map is illustrated in Figure 4.20 below and gives an overview of the product
flow associated with hides.
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Figure 4.20 :Value Chain Map for hides and skins
Source: DAFF, 2016 & Heunis, 2017.
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4.5.2.1 Product description
Mostly, the primary sources of raw material (hides and skins) are obtained from
slaughterhouses and informal slaughtering. The industry recognises that the health, welfare
and husbandry conditions that were applied during the life of the animal are reflected in the
quality of hides and skins. The quality and consistency of the raw materials available has a
direct impact on the quality, efficiency and profitability of tanners (ICT, 2017).
The hides and skins obtained from some emerging farmers have quality issues that arise from
a lack of good animal husbandry practices. The results are skins and hides with tick marks,
barbwire marks, and horn damages.
After slaughtering, skins and hides are categorised into certain status types:
•

Gold status hides and skins are obtained from approved registered abattoirs. At
these abattoirs, both ante- and post-mortem examinations are consistently taking
place. Skins and hides that are received from OIE-recognised foot and mouth
disease-controlled areas, such as Mpumalanga, Limpopo, KwaZulu-Natal and the
Kruger National Park, do not qualify for this status.

•

Silver status hides and skins are obtained from a registered abattoir located
anywhere in South Africa and where ante- and post-mortem examinations are also
routinely performed.

•

Bronze status hides and skins are obtained from an unapproved or unregistered
abattoir, where there is no veterinary health certificate and/or the original status has
been compromised and/or exposed to contagion (DAFF, 2016).

In South Africa, more than 2 million cattle and more than 4 million sheep are slaughtered every
year (DAFF, 2016).

4.5.2.2 Core functions (processes of transformation) in the value chain
The automotive leather value chain starts at the abattoir, where only unblemished hides are
selected for the process to be made into leather seats. The green hide obtained from abattoirs
enters the wet blue process, which requires careful environmental control, as this is where the
hides are first chemically treated. Then, the hides are dyed, re-tanned, dried, painted,
embossed and cut into auto leather cut kits, with the final step in the design being the creation
of leather car seat sets, which includes perforation, embroidery and sewing processes (DAFF,
2016).
Figure 4.21 below outlines the movement of hides through the South African processes. The
four sub-processes found in leather processing are preparatory (compulsory), tanning
(compulsory), crusting (compulsory), and surface coating (elective) (DTI, 2016).
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Figure 4.21: Production flow of hides through SA processing units
Source: DTI, 2016.
The operations in leather manufacturing are general critical operations, or elective (depending
on the leather type in question). Table 4.24 lists the operations conducted during the leather
manufacturing process, and also gives a brief description of the purpose of each operation.
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Table 4.24: An outline of chemical and machinery operations during leather
manufacture

Source: DTI, 2016.
Value chain actors and their functions
The core functions linked to direct actors and activities in the hide value chain are presented
in Table 4.25. It should be noted that only direct actors are listed, and not operational service
providers, because they deliver a service to farmers and do not own the product.
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Table 4.25: List of actors and their functions
Function

Actor

Activities

Input provision (supply
live animals)

Emerging farmers
Commercial farmers

Farmers supply animals to
feedlots or abattoirs

Sourcing inputs

Agents/Auctioneers

Linking buyers and sellers

Abattoirs
Feedlots

Abattoirs slaughter animals
received from farmers or
feedlots - result in hides being
made availble to the market.
Some informal slaughtering
also takes place

Stage 1 of processing

Wet blue tanneries

Processing of raw hides to a
semi processed (Wet Blue)
state, sometimes hides are
also split into grain splits and
flesh splits

Stage 2 of processing

Processing of wet blue grain
splits and crust to automotive
car cut sets and finished
furniture leather. Processing
of wet blue hides, wet blue
Automotive tanneries
grain splits and wet blue flesh
Footwear and General Leather Goods Tanneries
splits to various types of
Furniture Upholstery Tanneries
chrome leathers to be used by
Vegetable Leather Tanneries
the footwear and general
leather goods industries.
Processing of raw hides and
skins to vegetable tanned
leather

Marketing

Footwear and General Leather Goods
manufacturers - local and exports
Furniture manufacturers locally and some export Maufacturing of goods as per
Original Equipment Manufacturers for the
industry
Automotive Industry (sewing plants) both local
and globally

Supplying of hides

4.5.2.3 Flow of product and end-markets
The hides and skins value chain can be divided into five stages. These stages include:
•

Skin and hide supply (farmers, feedlots, and abattoirs, with some small quantities
being imported)

•

Semi-processed leather

•

Finished leather
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•

Finished products

•

The market.

Stage 1 – The supply of skins and hides. Hides and skins are obtained from farming stock
that is primarily bred for meat consumption. Hides and skins are therefore mainly obtained
from abattoirs and farms. The leather industry is therefore dependant on:
•

The size of the animal population

•

The take-off ratio

•

Weight/size of the hide/skin recovered

Only a small percentage of skins and hides get exported in this stage (exporters state that
they export low-grade hides that have little use in South Africa), as the majority go on to the
next stage of processing. Feedlots and abattoirs are linked with hide traders and primary
tanneries. Despite these linkages, some abattoirs export good-quality hides rather than
channelling them through the domestic processing channels (DAFF, 2016).
Between 60 and 70% of hides produced locally are suitable for the automotive industry. The
demand for hides in the automotive sector exceeds the number of hides produced in South
Africa. The shortfall in high-quality wet-blues is imported from around the world, as depicted
in Figure 4.22 below (Ballard, 2001).

Figure 4.22: Import volumes of raw hides and skins from the world
Source: DAFF, 2016.
Figure 4.23 below reflects the export value of exported raw hides and skins per province. It is
clear that the Eastern Province is the province with the highest export value.
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Figure 4.23: Value of raw hides and skins exports by Provinces
Source: DAFF, 2016.
Stage 2 – semi-processed leather. Most of the skins and hides in Stage 2 are locally sourced.
Imports exist, but they are in a lesser amount. In this stage, the first stage of tanning takes
place and the result is semi-processed leather. The effect of the chromium salt used in the
tanning process is that the skin or hides take on a pale blue colour, and given the wetness of
the hide, this stage is called the ‘wet blue’ stage. Tannins from wattle trees are also used to
preserve the leather, hence the name ‘vegetable tanning’ (one such tannery in South Africa).
The stage is called ‘wet white’ as a result of the vegetable tanning. Several of the ‘wet blue’
and ‘wet white’ processors are directly owned by local feedlots/abattoirs (DAFF, 2016).
There are three routes that skins and hides follow from this stage:
•

General goods tanning, as well as footwear

•

Exports

•

Automotive tanning

Figure 4.24 below depicts the major import markets for leather (further prepared) into South
Africa. The Americas are the major import markets, despite the substantial decline in volumes
imported since 2010.
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Figure 4.24: Import volumes of leather (further prepared) from the world
Source: DAFF, 2016.
Stage 3 – The finished leather stage. The collected raw hides are converted into what
customers comprehend as ‘leather’ in this stage. Leather in this stage either stays in the
country for automotive re-tanning, or footwear and general goods re-tanning. The majority of
the high-quality hides and skins go to the automotive re-tanners. Hides and skins are divided
into two parts; an outer layer, called grain, and an inner layer called flesh or second split. The
automotive upholstery industry only uses the outer layer of the skin, while the footwear retanners uses the second split, otherwise it is exported (DAFF, 2016).
Stage 4 – As indicated by DAFF (2016), “Stage 4 is recognised as the finished product. This
stage involves factories in cut and stitching operations and they manufacture leather seat
covers for the automotive industry. Footwear and general leather products include items like
belts, leather clothing, wallets, handbags, filo-faxes, luggage, furniture gun accessories, sport
goods, footwear and industrial protective clothing”.
Stage 5 - DAFF (2016) defines stage 5 as being the market stage and describes it as follows:
“The automotive industry focuses on exports to Germany and Japan where mainly luxury car
manufacturing assemblers are situated. This export orientation is a result of the Motor Industry
Development Programme (MIDP) of the Department of Trade and Industry (DTI). The MIDP
has an import-export complementation scheme that gives credits to car component
manufacturers for any exported goods and these credits are used to offset duty on car
components that are imported”.
The footwear and general goods sectors focus more on the domestic market, and therefore
expose themselves to widespread penetration of cheap imports from China (DAFF, 2016).
Processing hides and skins into leather is considered to be the most capital intensive, while
producing leather into product is the most labour intensive. These factors are the reason for
the existence of a well-established leather supply chain (Heunis, 2017).
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4.5.2.4 Service provision
The structure of the South African red meat industry is highly organised. The Red Meat
Industry Forum (RMIF) of South Africa is a large body, made up of 13 nominated members,
each being a representative of the “interests of the most nationally representative sector
specific organizations within the red meat value chain from the primary producer to the
consumer” (RMIF, 2016).
The Skin, Hides & Leather Council (SHALC) represents the leather industry in South Africa,
and their main functions are:

4.5.3

•

Industry and international liaison.

•

Consumer communication and education.

•

Transformation in the developing sector.

Sourcing of inputs and supplies

4.5.3.1 Primary product characteristics
Hides are by-products of the livestock (beef and dairy) industry. The quantity of hides
produced is determined by the number of cattle slaughtered. Hides from dairy and beef
production are collected from slaughterhouses by firms for further processing. The Gauteng,
Free State, Mpumalanga and KwaZulu-Natal provinces are the major producers of hides
because they have huge abattoirs (DAFF, 2015b). Given that about 75% of the cattle
slaughtered for beef in South Africa come from feedlots, the quality of hides has been
improved because cattle spend less time in the open veld. Although the hides value chain
starts with the slaughtering of animals, the following subsections present the impact that
primary production can have on the quality of hides.

4.5.3.2 Characteristics of primary producers and input providers
Cattle farmers
Interestingly, the 40% of the South African beef herd owned by the emerging and communal
farmers is largely not marketed through proper commercial channels. Therefore, the hides of
these animals might not enter the formal hide value chain. Emerging and communal farmers,
therefore, have the potential to contribute significantly, should these hides be incorporated into
the hide value chain.
Poor slaughtering practices in the informal market result in lower qualities and prices of the
hides being obtained by emerging farmers.

Feedlots
Please refer to previous section.
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Abattoirs
The abattoir industry is an essential link in the South African beef value chain, as it is in charge
of converting live cattle into beef meat and by-products like hides (Spies, 2011). South Africa
has about 495 abattoirs (DAFF, 2013). According to DAFF (2013): “approximately 40% of all
total slaughtering is performed by abattoirs that may slaughter an unlimited number of animals
(Class A) and about 60% of cattle are slaughtered by highly regulated abattoirs (Class A &
B)”. A large number of abattoirs have linkages with feedlots. Many of the large abattoirs are
owned by the feedlot sector, thus being backwards vertically integrated (Spies, 2011).
Abattoirs, therefore, are the main suppliers of hides to the hides value chain.

4.5.3.3 Contractual arrangements
The demand for raw hides in South Africa is believed to exceed the supply. Some of the larger
feedlots have contractual arrangements with a tannery (wet blue) that purchases all their raw
hides. Vertical integration in the supply chain between feedlots, abattoirs and tanneries could
decrease the difficulty in obtaining raw hides for processing.

4.5.3.4 Logistics
South Africa’s logistical infrastructure business management environment (publicity, legal,
marketing, forensics, accounting, process outsourcing, etc.) is arguably one of the best in
Africa. Therefore, the commercial producers in the red meat industry have access to good
logistical services, which are imperative for a sustainable and profitable industry. On the other
hand, many emerging and communal producers lack access to good logistical infrastructure
or services.

Infrastructure and transport facilities
The condition of transport infrastructure (roads, customs processes, sea, airports etc.) in any
country has a strong bearing on the efficiency and ease of doing business, and also on
economic growth. In recognition of this, the South African government intends to spend about
R813 million on infrastructure developments over the next couple years (Belfreight, 2016).
The objective of improving infrastructure is to improve the national transport network, thereby
helping in making local trade easier and more profitable to conduct.
The quantity of beef and hides produced hinges directly on the infrastructure, such as feedlots
and abattoirs, rather than on the number of cattle available in those areas (DAFF, 2013).
According to DAFF (2013), South Africa has good and trustworthy transport infrastructure in
place, which enables the movement of cattle and calves from one place to another, even from
other countries, e.g. Namibia.

4.5.3.5 Communication – Information exchange and trust
The Skins, Hides & Leather Council (SHALC) represents the needs of the actors in the South
African leather industry, from raw hide procurement to finished leather. At grass-root level, the
RPO and NERPO are the main industry organisations, with a combined membership of
approximately 70 000 members (Farmer’s Weekly, 2016). Therefore, these support services
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are readily available to farmers. However, in some instances, these support services are not
always accessible to smallholder farmers due to various factors, such as low literacy levels
and inefficient communication systems (Ntshephe, 2011). Indeed, some of the important
information is normally passed on in English via platforms such as radio, television and the
internet, which is not easily assessable to many smallholder farmers (Marandure, 2015).

4.5.4

Production capacity and technology

4.5.4.1 Production capacity
The supply of skins and hides is dependent on the numbers of slaughtering that take place.
According to the RMIF (2016), the number of cattle slaughtered in 2015 numbered 2 927 673.
Of all the slaughtering, 2.25 million hides are processed in the wet blue and wet white stages.

4.5.4.2 Technology
The internalisation of real manufacturing costs, corporate responsibility, the environment, and
health and safety are some of the technological challenges experienced in the tanning industry
in South Africa. Some tanneries fail to address market issues or to take up growth
opportunities, as they lack the necessary capital to explore these opportunities. The result is
limited effective renewal and sufficient investment in the technology needed. The DTI (The
Department of Trade and Industry) currently has a Production Incentive Programme (PIP) that
assists in covering some, or all, of the capital costs required by South African tanneries. The
tanneries in South Africa experience the following challenges (DTI, 2016):
•

Cost reduction difficulties

•

Accurate product placement (such as commodity versus luxury)

•

Chemical and machinery replacements (while maintaining value for money)

•

Growth control

•

Raw material cost control (demand for hides exceed the supply)

•

Ensuring optimal prices is achieved at all times

4.5.4.3 Knowledge use
According to Heunis (personal interview, 2017), the knowledge in the industry in South Africa
is on a par with the global knowledge. The DTI statistics indicate that the number of skilled
people in South Africa is perceived to be low, and shows a declining number in the Clothing,
Textiles, Leather and Footwear (CTLF) sector. A Leather Research Institute (LRI) would need
to provide the infrastructure to address this gap in the South African leather industry (DTI,
2016).
According to The DTI (2016): “there is little leather research carried out in South Africa and
that few South African academics have the equipment and expertise necessary to perform
this research. The LRI should provide specific leather research, at an academic level and at
an applied level within the sciences of leather chemistry, biology and the economic impacts”.
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The South African leather industry skills set is primarily based on (DTI, 2016):
•

Practitioners who have learnt experientially through the trade (through learnerships
or apprenticeships)

•

Some who have graduated from university with science or commerce backgrounds
and have “topped up” with leather knowledge

•

Others who have graduated from one of the international leather schools
Lederinstitut Gerberschule (LGR – now defunct) and Nene College (now ICLT), or
have learnt through the Leather Industries Research Institute (LIRI) or the
International School of Tanning Technology (ISTT) (DTI, 2016)

•

The South African leather industry has no qualified tannery engineering companies
or tannery engineers (DTI, 2016)

4.5.4.4 Costs and margins
The price of raw hides in South Africa is based on export parity prices. The cost of raw hides
makes up about 45% of a tannery’s variable costs.
Table 4.26 below displays the average estimated gross profit per hide for a vegetable tannery.

Table 4.26: Gross profit calculation per hide (vegetable tannery)
Item
Average selling price per Hide R
R
Variable costs per Hide
Gross Profit
R

Value
915.00
701.00
214.00

Source: Heunis, 2017.

4.5.4.5 Innovation
There is currently not much innovation taking place with regard to the product (hide/leather)
itself. However, there are innovation attempts being made with regard to the commercialisation
of communal hides. The DTI is driving the Communal Hides Commercialisation Pilot project,
which is to be established in KwaZulu-Natal. This pilot project entails a joint venture
partnership among the leather industry and communal skills development facilitators and
communities (DTI, 2016).
Furthermore, there is an attempt being made by the DTI to limit the exports of raw hides and
wet blues to enable downstream value addition to be made in South Africa. The DTI is pursuing
a ban on “on the exports of ‘raw hides’ and export duties on the semi-finished ‘wet blue’”,
based on National Treasury’s “Draft Guidelines on Export Taxes” (DTI, 2016).
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4.5.5

End-markets and trade

4.5.5.1 End-product characteristics
The value throughput of the industry (see Figure 4.25) indicates a supply in the amount of
R8 046 million, with the automobile industry being responsible for 59% of final demand,
followed by footwear at 21% and upholstery at 20%.

Figure 4.25: Value throughput of the industry
Source: DTI, 2011.

4.5.5.2 Consumer demand
Currently, the demand for hides by the automotive sector exceeds the number of cattle being
slaughtered in South Africa. Figure 4.25 reflects the value of the end-consumer market, or the
demand.
•

Consumerism challenges exist, of which the following are of importance:

•

Confirmation of non-utilisation of harmful or banned substances

•

Evaluation of the carbon and water footprints of the product

•

Achieving retailer specifications

•

Control of the ethical image of the products

•

The life cycle of the leather material (trying to find a more sustainable cradle-tocradle or cradle-to-grave approach) (DTI, 2016).

4.5.5.3 End-buyer perspectives
There have been a number of changes in the tanning and leather finishing industry, since
1989. These changes are:
•

The number of tanneries in South Africa have reduced

•

Wet blue plants have increased in size
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•

Large number of small tanneries processing hair-on game skins and taxidermists
have been established

•

Large number of small ostrich tanneries were established, but this number has
subsequently decreased (Swartz et.al, 2017)

The Motor Industry Development Plan (MIDP) has had a significant positive economic effect
on automotive leather production. International tanning groups have established themselves
in South Africa. There are currently two tanneries in South Africa that produce large quantities
of automotive leather (Swartz et al., 2017).

According to the DTI (2016), the leather and footwear value chain was divided into six subsectors during 2011. This was due to diverse marketing, manufacturing and operational
requirements, which included the following:
•

Domestic-market oriented:
Leather sub-sector (31 companies)
Footwear sub-sector (175 companies)
Leather Goods, General Goods, Handbags and Luggage subsector (84 companies)

•

Export-market oriented:
Crocodile leather sub-sector (more than 80 crocodile farms and 3 tanneries)
Ostrich leather sub-sector (400 Ostrich co-operatives and 2 tanneries)
Taxidermy sub-sector (141 companies)

The increasing number of feedlots operating in the meat industry has contributed to the
improved quality of raw hides (cattle spend less time in the veld). The quality of South African
hides is rated to be of higher than hides from other sub-Saharan African countries and most
of Asia. Most of the hides from Argentina, Australia, Europe and the United States of America
seem to be superior to the South African hides. It is estimated that about 60% of South African
hides are regarded as suitable for automotive leather (DTI, 2011).

4.5.5.4 Marketing and trade capacities
South Africa has a trade surplus of R780 million on exports and imports of hides, skins and
leather, and a trade deficit of R224 million on imports and exports of leather where high value
adding is implemented. There is a trade deficit of R2 249 million on exports and imports on
articles of leather. On these articles, the value is even higher (Heunis, 2017).
The DTI (2016) indicated the following: “competitors or treats at the moment are the largest
quantities of leathers from India and China despite material export levies being high on Indian
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material. These two countries tend to flood international markets with low priced leathers. A
key challenge for the South African leather industry is to remain competitive in terms of price
and specification. The global centre of leather expertise (precision machinery, in-depth
technological skills, product knowledge and acute problem-solving) is known to be situated in
Europe. The lead time of technical solutions should overseas consultants be required could
be prolonged because of the geographical distance of South Africa from Europe”.

4.5.5.5 Standards
The South African Bureau of Standards (SABS) remains the primary South African source of
testing standards. However, most of the South African tanneries send both samples and
products for testing by bodies operating internationally and outside the South African
economy. Table 4.27 below lists the major accredited test laboratories for the leather and
footwear industries, nationally and internationally (DTI, 2016).

Table 4.27: Accredited international and national test houses

Source: DTI, 2016.

4.5.6

Governance

4.5.6.1 Actors
The South African hides market is a free market, dominated by a few big traders, namely
Hidskin, African Hide/Springbok Trading, Cape Produce Company (CPC), EAC, Brits Huide
en Velle, Richard Kane and Hart.
These large traders are responsible for at least 80% of the hide and skin trade, with small
abattoirs and slaughterhouses in rural areas accounting for the balance. Table 4.28 presents
some the largest traders of hides in South Africa. These large-scale hide merchants have well143

established relationships with international companies, making it difficult for new players to
enter the market. Traders in hides tend to be very busy during December, as huge volumes
of hides are produced by abattoirs due to Christmas slaughtering.

Table 4.28: Major hide merchants in South Africa
Company

Activities

Website

African
Hide/Springbok
Trading

African Hide Trading (Pty) Ltd is a dynamic
hide, skin, wool and leather company
offering services and products globally to its
vast array of international clients.
Established in 1949, this well-established
and reputable company has ensured that
quality products are supplied at competitive
prices to valued customers around the
world.

Hidskin, EAC

Hidskin is a wet-blue tannery that was
acquired by Karan Beef and SIS Farming
Group in 2003. The tannery produces Wet
Blue (bovine) and pickled sheep skins.
Karan Beef is one of the largest feedlot beef
producers in South Africa.

Cape Produce
Company
(CPC)

CPC was established, 90 years ago, as a
hides and skins trading company in South
Africa. While CPC exports limited quantities
of its hides wet salted, the majority of hides
purchased are used for its own wet-blue
plant within the tannery.

www.capeproduce.co.za

Brits Huide en
Velle

Richard Kane And Company is a
fellmonger, processor and exporter of South
African raw, pickled & wet blue hides and
skins, and Greasy, Sliped and Processed
Wool.

www.richardkane.com

www.aht.co.za

The bodies that constitute the driving force behind the South African leather economy are:
Industry representative organisations:
•

Skin, Hide & Leather Council (SHALC)

•

South African Footwear and Leather Industry Association (SAFLIA)

•

Association of SA Manufacturers of Luggage, Handbags and General Goods

•

Automotive Tanning and Cutting Group (ATCG)
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Goods
•

South African Crocodile Industry Association (SACIA)

•

South African Taxidermy Industry Association

Export Councils (The DTI established and co-funded):
•

South African Footwear and Leather Export Council (SAFLEC)

•

South African Ostrich Export Council (SAOEC)

Technology Consortia:
•

Society for Leather Technologists and Chemists (SLTC)

Organised labour:
•

National Union of Leather and Allied Workers (NULAW)

•

South African Clothing and Textile Workers Union (SACTWU)

•

National Bargaining Council for the Leather Industry (NBCLI) (DTI, 2016)

•

Participation in and distribution of value addition

Most of the hides produced in South Africa are regarded as being superior to those produced
in some parts of sub-Saharan Africa and Asia. However, local hides are rated as inferior to
hides produced in the United States, Australia, Argentina and Europe. More than 65% of the
hides produced are classified as suitable for automotive leather (DAFF, 2015).
Most feedlots and abattoirs have established structural links with hide merchants and primary
tanneries. The hides exported by South Africa include ‘hand-flayed dry salted and sun dried’
hides produced in rural areas, and not in the abattoirs. These hides are exported as they are
deemed to be of low grade, and hence not suitable for local consumption. However, some
abattoirs export local hides of high grade instead of using them in the local processing (DAFF,
2015).
Generally, the hides produced in rural areas are not being optimally utilised as they are going
to waste or fetching very low prices in informal markets. This is due to damaged hides, no
preservation through salt, being far away from a hide collector, and lack of logistics. This
presents an opportunity for the value addition of these hides by processing them into tanned
leather or fed into the labour-intensive footwear, furniture and automotive leather value chains.
In recognition of this, the South African Department of Trade and Industry (DTI) is
spearheading the “communal hides beneficiation programme”, which is intended to improve
the production and processing of hides of high quality (FPMSETA, 2016). Under this initiative,
communal farmers will be trained in livestock management as a way of improving the quality
of animal hides.
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4.5.6.2 Cluster concentration
The South African hides industry is dominated by a few well-established firms, making it a
fairly closed industry. Entry of new participants into the South African hides industry is
relatively difficult because the firms in the industry have well-established relationships with
international suppliers. Figure 4.26 below displays the demographic positioning of tanneries
in South Africa. It can be seen from Figure 4.26 that the major concentrations of tanneries
occur in Gauteng (Pretoria and Johannesburg), followed by Eastern Cape (Port Elizabeth),
Western Cape (Cape Town), and Southern Cape (Oudtshoorn, George and Mossel Bay).

Figure 4.26: Tanneries in South Africa
Source: Swartz et al., 2017.

4.5.6.3 Type of governance
The bulk of the salted hides produced locally are fed into the local tanneries where they are
either processed to finished leather or sold as ‘wet blue’. This entails that the hair has been
removed and the skin tanned. The prices of wet blue are determined internationally. The
majority of wet salted hides are supplied to the factories where they are used as shoe leather
and car upholstery. Brokers normally export hides if they can get better prices than local
prices. The bulk of the dry hides is exported, but these hides are usually of poor quality
because they are usually from cattle that have died on farms or originate in rural areas. The
hides of cattle slaughtered in rural areas are usually not salted or preserved. The prices of the
dry hides are normally determined by the international buyers.
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4.5.7

Sustainable production and energy use

The legislation that the tannery industry has to comply with is displayed in Figure 4.27 below.

Figure 4.27: National environmental and water policies relevant to the tannery
industry
Source: Swartz et al., 2017.
Generally speaking, the Acts listed in Figure 4.27 above provide an outline of the requirements
needed for the on-site storage and handling of waste, including licensing requirements, the
establishment of waste management plans, the setting of limits for air emissions, and the
setting of penalties for offences (Swartz et al., 2017).

4.5.7.1 Use of materials
The use of materials in the manufacturing processes, including the tanning industry, is
regulated by The National Environmental Management Act, 1998 (Act 107 of 1998].

4.5.7.2 Energy use
The following factors determine the energy consumption in tanneries (Swartz et al., 2017):
•

production methods

•

types of waste treatment and recovery of energy from waste on site

•

capacity and size of equipment

•

types of waste water treatment on site

•

air exchange rates to meet workplace safety conditions

•

age and sophistication of motor controls

•

amount of mechanical handling used to move hides and skins

•

drying methods used
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•

heat losses from process vessels and from buildings

Figure 4.28 below depicts the typical energy consumption in the tannery industry.

Figure 4.28: Typical energy consumption in the tannery industry
Source: Swartz et al., 2017.

4.5.7.3 Use of water
The National Water Act [(NWA), Act 36 of 1998] provides an overview of the legal basis
regarding water management in South Africa by confirming ecological integrity, economic
growth, and social equity when managing water use (Swartz, et.al., 2017). Table 4.29 below
displays the water consumption for the various processes. Mostly, municipal water is being
used in all the processes. Rainwater harvesting seems to be one of the most promising
measures to save on municipal water usage (Swartz et al., 2017).
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Table 4.29: Typical process water consumption

Source: Swartz et al., 2017.

4.5.7.4 Effects on bio-diversity
Should there be no proper waste management measures in place, the manufacturing process
would negatively impact on bio-diversity.

4.5.7.5 Emissions
The National Environmental Management: Air Quality Act (Act no. 39 of 2004) is applicable to
the tanning and leather manufacturing processes, and sets the limits of emissions (Swartz
et.al., 2017).

4.5.7.6 Waste management
The National Environmental Management: Waste Act (Act 59 of 2008) is responsible for
regulating waste management. Figure 4.29 below reflects the solid and liquid waste generated
by tanneries.

Figure 4.29: Typical solid and liquid waste generated in tanneries
Source: Swartz et al., 2017.
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With reference to Figure 4.29, ‘SS’ refers to suspended solids, ‘COD’ to chemical oxygen
demand, and ‘BOD’ to biochemical oxygen demand below lists various actions relating to
water and wastewater management in the tanning and leather finishing industry.

Table 4.30: Summary of wastewater treatment systems
Action

Advantages

Disadvantages

-Activated sludge systems are widely used in SA

-Reliance on good floc formation

-Moderately affordable to install

-Occurrence of bulking and foaming due to poor floc
formation and selection of lipophilic filaments,
respectively

CAS with extended -Can achieve high organic removal rates
aeration
-Continuous operation

-High operational costs for aeration
-Larger footprint than MBR, SBR and UASB
-Separate clarifier required for secondary settling
- Unstable to variable hydraulic and pollutant loading

MBR

-Products can be recovered

-Highest capital outlay for installation and operation

-Water can be re-used

-Membranes prone to fouling, especially for wastewater
with a high fat content

-No reliance on floc formation

-Requires skilled operation

-Small footprint
-Adjusts well to variable hydraulic and pollutant
loading
-No separate clarifier required
-Decreased bulking compared to CAS

-Higher construction and operating costs than CAS

-Small footprint

-Higher energy requirements than CAS

-Adjusts well to variable hydraulic and pollutant
-Reliance on good floc formation
loading

SBR

-No separate clarifier required for secondary settling

-Batch operation

-Treatment cycles can be adjusted to attain complete
nitrogen removal through nitrification-denitrification

Anaerobic ponds

UASB

-Inexpensive to install and operate

-Water cannot be re-used

-Low energy requirements

-Environmental threat due to leakage and emissions

-Low sludge production

-Difficult to desludge
-Malodorous

-Low sludge production

-Unstable to variable hydraulic and pollutant loading

-Biogas can be utilised for energy

-Methanogens sensitive to sulphides
-long start-up periods required after shut down

CAS = continuous
activated sludge

MBR = membrane bioreactor

SBR = sequencing batch reactor & UASB = upflow
anaerobic sludge blanket

Source: Swartz et al., 2017.

4.5.8

Identification of key interventions required to develop VC

In this subsection, certain issues in the value chain that require intervention will be identified.
These issues or areas that require intervention are:
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•

Support services for emerging or communal farmers. In many cases, support services
(marketing information, education, training and extension services) are not always
accessible to smallholder farmers due to various factors, such as low literacy levels and
inefficient communication systems (Ntshephe, 2011). Indeed, some of the important
information is normally passed on in English via platforms such as radio, television and
the internet, which is not easily assessable to many smallholder farmers (Marandure,
2015).

•

Expand the communal hides beneficiation programme. Generally, the hides produced
in rural areas are not being optimally utilised as they are going to waste or fetching very
low prices in informal markets. This presents an opportunity for the value addition of
these hides by processing them into tanned leather or feeding them into the furniture
and automotive leather, as well as the labour-intensive footwear, value chains.

•

Large amounts of livestock are slaughtered outside of the formal abattoir section in
South Africa and as a result, these hides do not form part of further beneficiation or value
adding (DTI, 2016).

•

The quality of the hides from informal slaughtering seems to be a concern. This is due
to farming practices and slaughtering practices.

•

There are raw hides and skins that are not being processed to their fullest extent (DTI,
2016).

•

Export of hides should be minimised so that local value adding can take place, which
will ensure downstream opportunities.

•

According to DTI (2016): “there is some local training and education capacity, such
capabilities are assessed as not sufficient to enhance human capital development,
research and development and efficient commercialisation services”.

4.5.9

Assessment of key interventions

The various interventions related to the issues refer are:
•

The tanning industry believes that government should consider the implementation of
certain barriers to ensure that the export of raw materials (wet blue hides) is limited so
that these can be made available for local downstream activities.

•

DTI (2016) indicated that: “the establishment of a Leather Research Institute (LRI) in
South Africa, with specific regulations on capacity, capabilities, and merits. The LRI
could provide valuable data and training for the South African leather industry on various
areas that currently require attention”.

•

DTI (2016) also stated: “there is a clear need for leather tanning expertise and
knowledge in the industry to become available to the industry and the proposed LRI
would be able to contribute to the expertise significantly through class-leading
collaborative and applied research programmes”.
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•

The South African Department of Trade and Industry (DTI) is spearheading the
‘communal hides beneficiation programme’, which is intended to improve the production
and processing of hides of high quality (FPMSETA, 2016). Under this initiative,
communal farmers will be trained in livestock management as a way of improving the
quality of animal hides.

4.5.10 Identification of facilitation activities
The establishment of the LRI in South Africa would fulfil a pivotal role in terms of addressing
the shortcomings currently being experienced. They should be able to address the expertise,
training and data requirements/shortfalls.
The technical feasibility study on the proposed LRI for South Africa, initiated by the DTI (2016),
identified various areas of research, consultancy knowledge and educational deficits, and
when these are addressed, this would assist with the overall improvement in the South African
economy and specifically for the leather industry. The various areas are:
•

Raw materials

•

Animal welfare

•

Histology

•

Beam house

•

Tanning

•

Crusting

•

Surface coating

•

Chemical suppliers

•

Exotic leather

•

Machine suppliers

•

Quality compliance

•

Environmental compliance

•

Legal compliance

•

Business development

•

Manufacturer, retailer and consumer awareness

•

Educators

4.5.11 Conclusions and recommendations
In conclusion, it can be said that the red meat industry, as a whole, is well organised and
structured. The leather (hides and skins) industry is represented by the Skin, Hide & Leather
Council of South Africa (SHALC), the National Bargaining Council of The Leather Industry of
South Africa, and the South African Tanning Employers Association.
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One of the main shortcomings, though, is the lack of participation by emerging farmers in the
skins and hides value chain. By addressing these issues, the downstream
activities/beneficiation could be increased, as well as the contribution of the industry to the
economy.
The establishing of the LRI should not only address the training, expertise and skill shortages,
but also the issue of how to incorporate the emerging farmers into the value chain. It is believed
that there is currently an over-capacity of footwear finishing and wet blue facilities in South
Africa. This is partially due to the shortage of raw material and the decline of some downstream
industries. Therefore, it is crucial to incorporate the emerging farmers into the value chain so
that the volume of hides supplied to the value chain can be increased.
The proposed LRI and the Red Meat Producers’ Organisation (RPO) should initiate a joint
effort for improving the animal husbandry practices at the level of the emerging farmers. This
should improve the quality of hides supplied by this market segment.

4.6

HIDES STRATEGY

4.6.1

Introduction

This chapter provides an overview of suggested interventions in a number of critical
intervention areas to the decision-makers and stakeholders of the industry, which will assist
with support and decision-making on the future strategic approach.
It is important to notice that the quality of hides is a result of good animal husbandry practices
in the primary production of animals. The strategy to enhance the hide industry is therefore
mainly based on interventions at secondary/processing level as the interventions on livestock
production is discussed in detail in section one of the report.

4.6.2

Identification of interventions required to upgrade the VC

In this subsection, the various interventions will be listed and assessed. The various
interventions are based on two workshops that were held with various role players. Table 4.12
that is listed in the “Beef production section” depicts the major challenges and constraints
identified in the first workshop. During a comprehensive value chain analysis, and a strategic
second workshop which was held in Pretoria on 1 November 2017, the following issues were
identified that require interventions:
•

Support services to emerging or communal farmers. In many cases, support services
(marketing information, education, training and extension services) are not always
accessible to smallholder farmers due to various factors, such as low literacy levels and
inefficient communication systems.

•

Generally, the hides produced in rural areas are not being optimally utilised as they are
going to waste or fetching very low prices in informal markets. This presents an
opportunity for the value addition of these hides by processing them into tanned leather
or feeding them into the labour-intensive footwear, furniture and automotive leather
value chains.
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•

Large amounts of livestock are slaughtered outside of the formal abattoir section in
South Africa and as a result, these hides do not form part of further beneficiation or value
adding.

•

The quality of the hides from informal slaughtering seems to be a concern. This is due
to farming practices and slaughtering practices.

•

There are raw hides and skins that are not being processed to their fullest extent in
South Africa, but are exported for further processing. The export of hides should be
minimised so that local value adding can take place that will ensure downstream
opportunities.

•

Although there is some local training and education capacity, such capabilities are
assessed as not being sufficient for enhancing human capital development, efficient
commercialisation of services and R&D.

The three (3) proposed intervention areas, with sub-interventions, are depicted in Figure 4.30
below. The reader will note that all the specific required interventions identified by the
stakeholders during the workshops are linked to the constraints which were identified during
the in-depth value chain analysis.

Figure 4.30: Broad outlay of proposed interventions linked to the hides and
skins value chain
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4.6.3

Assessment of proposed interventions

The objective in the following subsections is to provide a condensed background which
summarises the key constraints and opportunities that have been detected in the Value Chain
within the specific intervention area. Within each intervention area, the background is followed
by the formulation of strategic objective(s) for the intervention area, together with the indicators
for monitoring the strategic objective(s), and finally, a brief description of each of the proposed
interventions for this intervention area.

4.6.4

Strategic intervention area: Primary production – improving quality of
hides

4.6.4.1 Background
The South African Department of Trade and Industry is spearheading the “Communal hides’
beneficiation programme”, which is intended to improve the production and processing of
hides of high quality. Under this initiative, communal farmers will be trained in livestock
management as a way of improving the quality of animal hides. Further interventions with
regard to primary production are discussed in detail in the livestock production value chain
section.

4.6.4.2 Strategic objective
“To improve the quality of hides produced in the rural areas so that they can be incorporated
into an efficient, sustainable and profitable value chain that complies with the requirements of
local industrial processing”.

4.6.4.3 Indicators to monitor the objective
•

Improved animal husbandry practices being followed by emerging farmers, thereby
producing better quality animals – realising higher prices at auctions and at the
abattoir

•

Increase in number of quality hides purchased from rural areas – informal
slaughtering

•

Increase in the numbers of cattle from emerging farmers slaughtered through formal
abattoirs

4.6.4.4 Proposed interventions based on constraints
Proposed intervention 1: Ensure quality support services to emerging farmers
Support services should ensure that emerging farmers have access to marketing information,
education, training and extension services.
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Proposed intervention 2: Ensure emerging farmers receive proper animal husbandry
training
This training will allow the emerging farmers to produce better quality hides (with fewer
damaged areas). The interventions listed and described in the “Livestock” section are also
referred to.
Proposed intervention 3: Ensure slaughtering of emerging farmers’ cattle through the
formal abattoir environment by implementing an incentive scheme
An incentive scheme, such as paying a premium for these hides (or subsidised lower
slaughtering costs) when slaughtered trough the formal abattoir system, could address the
poor quality of hides (because of informal slaughtering practices), and this will allow the hides
to form part of further beneficiation or value adding through the formal value chain (processed
to their fullest extent).
This presents an opportunity for the value addition of these hides by processing them into
tanned leather, and feeding them into the labour-intensive footwear, furniture and automotive
leather value chains.

4.6.5

Strategic Intervention area: Research and development and monitoring

4.6.5.1 Background
The establishment of a Leather Research Institute (LRI) in South Africa, with precise
reservations on capacity, capabilities, and merits. The LRI would deliver valuable data and
training for the South African leather industry on various areas that currently require attention.
There is a need for leather tanning expertise and knowledge in the industry to be made
available to the industry, and the proposed LRI would be able to significantly contribute to the
expertise through class-leading collective and applied research programmes.

4.6.5.2 Strategic objective
“To build up local capabilities for efficient and sustainable leather tanning in South Africa.”

4.6.5.3 Indicators to monitor the objective
•

Type and quality of training presented in the tanning industry

•

Research programmes initiated

•

Number of fully functional and efficient tanneries, with the necessary expertise.
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4.6.5.4 Proposed interventions
Propose intervention 1: Establishing the Leather Research Institute
The Leather Research Institute could oversee the technological upgrading and process
innovation that is required to render the South African tanning industry sustainable and
competitive in the global market.
Propose intervention 2: Initiate a comprehensive needs analysis of what is required by
the tanning industry in terms of training and global industry requirements
The results from such a needs analysis would guide the LRI in focussing on the major areas
where capacity building should take place. Research should ensure a proper understanding
of the global playing fields and that South Africa adheres to market requirements, as well as
product development.
Propose intervention 3: Developing an incentive for the emerging farmers to utilise the
formal value chain
The development of an incentive for the emerging farmers to partake in the formal slaughtering
processes (formal abattoirs) would ensure that these hides would be absorbed into the formal
value chain.

4.6.6

Strategic Intervention area: International trade

4.6.6.1 Background
The tanning industry believes that government should consider the implementation of certain
barriers to ensure that the export of raw materials (wet blue hides) is limited, so that these can
be made available for local downstream activities.

4.6.6.2 Strategic objective
“To create an environment that is conducive to doing business and to ensure competitiveness
in the global market place by adhering to market requirements through product innovations in
the industry and by capturing additional market demand through targeted marketing and
promotion efforts.”

4.6.6.3 Indicators to monitor the objective
•

Decrease in the number of wet blue hides exported and an increase in exports of
finished leather products

•

Increased local processing capacity of hides

•

Annually update of market access procedures.
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4.6.6.4 Proposed interventions
The interventions of leather and hides are related but should be distinguished as they have
different role-players involved.
Proposed intervention 1: Implementing barriers to limit the export of wet blue hides
Government should consider the implementation of measures to ensure that wet blue hides
are not being exported, but rather processed in South Africa, and that value adding can take
place in-country. This should be pursued once the LRI has been established and processing
and manufacturing facilities are fully operational and functional. Downstream facilities and
activities should be in place and be available for the value adding to take place.
Proposed intervention 2: Creating greater international awareness of local processed
leather and manufactured leather products
The key objective with this intervention is to create global awareness of final processed leather
in South Africa and leather products.
•

Local market support programme specifically for manufacturers

•

Generic promotion through social media and the internet

•

Targeting Chinese and Japanese interest through tourism

•

Development of promotional material.

Proposed intervention 3: Conduct Market Studies for new products and product lines
(together with feasibility studies of technological upgrading projects)
There is currently little marketing and market access information that is readily available for
the value chain, and less for SMEs. The objective with the intervention is to make sure that
the leather processing and manufacturing value chain meets the needs of overseas and local
customers, and to get value in return. To reach this objective, the following activities are
required:
•

Market and marketing research should be the first priority of the research advisory
committee – this also includes an action to obtain funds specifically to generate market
information. The LRI should drive this initiative.

•

Identify key market information shortcomings for new products and product lines, e.g.
as to what groups of potential customers exist, what their needs are, which of those
needs can be met, and how they should be met.

•

Analyse the marketing and value chain management strategies of the competition (other
producers) and communicate this information to all role players in the local industry.

•

Identify market niches – this information should be made available, especially to smallerscale operators, and could play a major role in enhancing access to the leather
processing value chain – market opportunity analysis
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•

Generate buyers’ information by target country (including the local market), with key
information on barriers to sales.

•

Provide market access information by country / local market, together with the
prerequisites for entry, environmental constraints; market conditions, as well as an
analysis of competitors.

•

Compile a marketing manual for leather products for local and export markets –
especially for SMEs.

4.6.7

Conclusion

In conclusion, the quality of hides starts with the primary production processes followed at
farm level.
The noticeable interventions discussed in this section involve increasing the numbers of cattle
from emerging farmers for slaughter through the formal abattoir slaughtering processes, and
assisting emerging farmers to produce better quality hides (with fewer damages caused by
on-farm practices). Furthermore, there is a need for a governing entity, such as a Leather
Research Institute, to address the shortcomings in terms of the training and expertise required
in the leather industry.
By effectively implementing these interventions, it should be possible for government to apply
stricter barriers to prevent wet blue hides from being exported, and to rather ensure that value
adding takes place in South Africa.

4.7

OFFAL VALUE CHAIN ANALYSIS

4.7.1

Introduction

The value of offal (also known as the fifth quarter) has increased significantly over the past
few years (Phillips, 2013a), which has rendered the overall competition between various meat
processors more intense. Growing interest in, and demand for, the fifth quarter offers
opportunities to increase total carcass value. As previously mentioned in the carcass value
chain, the dressed carcass comprises four quarters (Frazer, 2017). However, the dressed
carcass constitutes only up to 60% of the live weight of cattle. The remaining part (40%) is
known as the fifth quarter. As the demand for convenient cheaper processed meat products
increases in developed countries, it makes sense to conduct an in-depth analysis regarding
the South African offal industry. The offal value chain starts at the abattoir, where offal and
other by-products are separated from the carcass, and end up in different parts of retailing.
The aspiration of this in-depth analysis is to provide valuable information regarding the actors
involved within the offal industry, their functions, best practices, norms and standards, capacity
and technology, sustainable production practices, finance and profitability, markets and
trading, governance and legislation, and key success factors.
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4.7.2

Value chain description and map

The offal value chain map illustrates the way in which the product flows from raw material to
end-markets, and indicates how the industry functions. This diagram is displayed in Figure
4.31 below.
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Figure 4.31: Value chain map of offal
Source: Badenhorst, 2017 & Pienaar, 2017b.
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4.7.2.1 Product description
Offal has been defined (Mullen & Alvarez, 2015) as: “the internal organs and entrails of a
butchered animal excluding muscle and bone”. They further explained that the term ‘offal’ is
derived from the process when the animal is butchered and the offal ‘falls off’ the carcass
when being dressed and trimmed. The word ‘offal’ does not refer to a specific group of edible
organs, but comprises most internal organs other than muscle and bone (Smith et al., 2017).
Some literature defines offal as those parts of meat from a carcass which are used as food,
but which are not skeletal muscle. The term ‘offal’ includes the liver and lungs (collectively
known as the ‘pluck’), the heart, all abdominal organs and extremities: tails, feet, head and
tongue. In the United States of America, the terms ‘organ meats’ or ‘variety meats’ are used
instead of offal. Since the 5th quarter includes both offal and hides, the emphasis of this chapter
will be on offal only.
Offal is categorised into three different categories, known as 1. Dirty or dark offal; 2. Green or
rough offal; and 3. Red offal. Category 1: Dirty or dark offal includes both the trotters (or feet)
and the head (if the head is left with skin on). Category 2: Green or rough offal refers to the
digestive tract, which includes the large tripe, small tripe and intestines. Category 3: Red Offal
comprises the lungs, heart, liver, kidney, spleen, tongue, tail and the head (if the skin is
removed) (Chalmarbeef, 2017).
First stage processing products include:
Abattoir owners procure livestock (beef cattle) that range from various ages and are
categorised into different classes such as (A, AB, B, C) (information regarding these classes
are available in section 4.1.5.5.
During second 2nd stage processing evisceration process.
The slaughtering of beef cattle takes place in a certain sequence. The work force of abattoirs
rephrases these sequences as the “slaughter line, as the dressed carcass moves from one
point on a line to the cooling unit. Evisceration (known as the removal of the internal organs
(Wikipedia, 2017) takes place at various stages during these slaughter line. Figure 4.32 is an
illustration of the slaughter line.
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Figure 4.32: Flow diagram of high-throughput red meat abattoir operations
Source: Department of Agriculture and Rural Development, 2009.
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Figure 4.32 indicates the various stages in the slaughter line where evisceration takes place.
Category 1: Dirty or dark offal, comprising the head (if the skin is left on) and trotters, is
collected just after the Stunning, hoisting and bleeding phase. Evisceration of both
Green/rough offal and Red offal takes place just after the removal of hides, and this offal needs
to pass the primary meat inspection first. Red offal, such as kidneys and oxtails, follows the
same route as the carcass cold chain, as it is sold to the formal market and needs to be
processed according to the formal market standards. The reader should take note that each
abattoir handles its offal division differently. An overview of the various offal business
strategies currently used will be discussed later.

4.7.2.2 Core functions (processes of transformation) in the value chain
The offal value chain starts at the abattoir, where major product transformation takes place,
as live animals are being transformed into carcasses. During this process, offal is collected
and could be regarded as a by-product of the carcass value chain. The core functions and
processes of transformation regarding the offal value chain are described below (Bruyns,
2017; Department of Agriculture and Rural Development, 2009).
2nd stage processing:
•

At slaughtering station 1, the skin located on the head is opened. Both front and
hind feet are taken off. The head, tongue and front and hind feet are available for
meat inspection. After passing the inspection, the head, tongue and front and hind
feet go to the meat processing division for further processing (cleaning and
packaging) (this is classified as red offal, as the skin of the head is opened).

•

The second phase involves the butchering of the hind legs and the opening of the
anus, which is also slightly dressed from the body. This process takes place at
slaughtering stations 2 to 4.

•

Slaughtering station 5 comprises the butchering of the flanks from the hind side,
towards the middle of the carcass.

•

Station 6 entails the butchering of the front legs.

•

Station 7 involves the removal of the tail (red offal) and skin.

•

At station 8, the breast of the carcass is opened.

•

Station 9 comprises the removal of the stomach and intestines (green/rough
offal).

•

Station 10 comprises the removal of liver, lungs and the heart (also known as the
red offal).

Manufacturing
The handling and processing of offal varies according to abattoir and depends mainly on their
core business operations and the location of the abattoir. The reader should keep in mind that
the informal sector shows the highest demand of offal, and that the shelf life of offal is short
and accordingly it should be ideally used on the same day of purchase, or at least within 2 to
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3 days of slaughtering. However, during summer months, the supply of offal is high and the
demand is low, and during the winter months, the demand for offal is high and the supply is
low, as the amount of offal available is directly linked to the amount of cattle slaughtered.
Abattoirs normally store the oversupply of offal during summer months in cold storage to sell
during the winter (Frazer, 2017). However, consumers prefer fresh offal to the frozen offal, as
it does taste differently. Moreover, fresh offal cleans much easier than defrosted offal does
(Pienaar, 2017b).
Dirty/dark offal is sold fresh to the informal sector, and during periods of oversupply, it is stored
in cold storage in order to sell it during the winter season. A small portion of abattoirs add
value to their dirty/dark offal by cleaning the head and trotters, and then distribute it into the
formal sector.
Green/rough offal is mainly sold to the informal market, ‘as-is’ (Carstens, 2017).
Red offal, such as liver and oxtail, follow the same cold chain process as carcasses do, and
is further processed in the meat processing department to a standard that is on par with the
retail sector’s standards. There is a tendency to sell hearts and lungs to the pet food industry.
In such cases, these organs are sold to the pet food industry ‘as-is’.

Marketing
An abattoir’s marketing strategy will depend on its volume slaughtered, its location, and the
hourly tariff for labour (as the cleaning of offal is highly labour intensive). If the abattoir is
classified as a low-throughput or a rural-throughput abattoir, it will sell the offal directly to the
informal sector. The informal sector is also responsible for the collection of the offal. If the
abattoir is classified as a high-throughput abattoir, it will market the dark/dirty and green/rough
offal to the informal market, and the red offal to the formal market, which includes the oxtail
and the liver, and this is normally done in terms of a contract between the abattoir and the
specific retailer.

Branding
Most abattoirs distribute and sell red offal under their own brand. Some meat processing
plants, such as Karan Beef, distribute the final product through their own small retail outlets.
However, Woolworths requires their own packaging and branding (FAO, 1990).

4.7.2.3 Value chain actors and their functions
The core functions linked to direct actors and activities in the offal value chain are presented
in Table 4.31. Only direct actors are listed (Table 4.31), and not operational service providers,
as they deliver a service to farmers and do not own the product.
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Table 4.31: List of actors and their functions
Function
Input provision (supply
live animals)
Sourcing inputs
Supplying of offal

Actor
Emerging farmers
Commercial farmers
Agents / Auctioneers
Abattoirs

Stage 1 of processing

Abattoirs

Stage 2 of processing

Abattoirs

Manufacturing
Branding and marketing
(Retail & Export of final
products)

Abattoirs
Abattoirs

Wholesalers

Activities
Farmers supply animals to
feedlots or abattoirs
Linking buyers and sellers
Abattoirs slaughter animals
received
from
farmers
or
feedlots, which results in offal
becoming available via a process
called evisceration. Offal can be
categorised as a by-product of
the carcass value chain.
Cattle are transferred from
lairages to the dirty area of
abattoir
At the dirty area of abattoir, cattle
are stunned, hoisted and linked
to a slaughter line.
Live weight is measured
Killing of animal
Bleeding process of 8 minutes
The animal’s body is transferred
to clean area of abattoir.
Removal of hides and skins
Evisceration
Carcass is split
Primary meat inspection
Secondary meat inspection
Offal is cleansed and packed
Develop their own brands – e.g.
Karan Beef.
Some abattoirs and meat
processing plant owners do have
small retail outlets
Attend local trade fairs
Attend international trade fairs
Website-based marketing
Wholesalers (such as Cavalier
Foods, QK Meats, and Excellent
Meat buy front and hind quarters
and export them under their own
brand to foreign countries.
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4.7.2.4 Flow of product and end-markets
The offal value chain starts at the abattoir. As previously mentioned, abattoirs are classified
as either 1) High-throughput red meat abattoirs, 2) Low-throughput red meat abattoirs or 3)
Rural-throughput red meat abattoirs, which classification gives only an indication of the size
(throughput) of a specific abattoir. The amount of beef cattle slaughtered is directly linked to
the amount of offal supplied. At the abattoir, the offal is separated from the hide and the rest
of the carcass as quickly as possible in order to get the offal into the cold chain. Offal is either
sold to the informal market, or cleaned and processed into a value-added by-product.
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Figure 4.33: Flow chart of beef processing processes
Source: Beef + Lamb New Zealand, 2010.
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4.7.2.5 Service provision
Abattoirs
As previously mentioned, abattoirs provide a product transformation service, which includes
the transformation of live animals into carcasses. During this process, offal become available
and can therefore be categorised as a by-product of the carcass value chain.

Meat processing facilities
The facilities provide the cleaning and packaging services applicable to the red offal that enters
the formal value chain, as well as cleaning of green/rough offal such as intestines that are sold
as casings for the manufacturing of sausages.

4.7.3

Primary product characteristics

Types of offal and the percentage of weight regarding live weight of cattle
A dressed beef carcass is estimated to comprise 60% of the live weight, with the remaining
40% being the ‘fifth quarter’, which comprises the hide, intestines/casings, fat and organs
(Phillips, 2013a). Figure 4.34 gives an illustration of the constituent parts.

Figure 4.34: Flow chart of beef processing processes
Source: Philips, 2013a.
According to a recent study (Mullen & Alvarez, 2015), each offal component comprises a
specific percentage range in weight, relative to the total live animal weight. This is illustrated
in Table 4.32 below.
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Table 4.32: Percentage of weight regarding total live animal weight of main offal
Product
Beef %
Pig %
Lamb % Duck % Turkey % Chicken %
2.4 - 6
4.9
3.3 - 4.8 3.3 - 4.8
3.3 -4.8
3.3 - 4.8
Blood
0.08
0.12
0.08
-0.1
0.26
0.2 - 0.3
Brain
0.02
0.04
0.03
Ears
1.9 - 2.1
1.5 - 2.2
2
1.75
2.85
3-4
Feet
2
Genitals
1.75
1.21
1.9
- 2.3
Gizzard
2.5 - 3
5.2
6.7
3.5
2.85
3-4
Head
0.3 - 0.5
0.15 - 0.35 0.3 - 1.1
0.7
0.35
0.3 - 0.8
Heart
2-3
1.8
1.3
Intestines
0.07
0.2 - 0.4
0.3 - 0.6
Kidney
1.0 - 4.5
1.1 - 2.4
0.9 - 2.2 2.9 - 3.1
1.1
1.6 -2.3
Liver
0.4 - 0.8
0.4 - 0.85
0.7 - 2.2
0.7
Lung
0.6
1 - 1.2
Omasum
0.06
0.4
0.2
Pancreas
0.1
0.27
0.1
0.16
0.1
0.4
0.15
Spleen
0.1 - 0.25
0.1
1
Tail
0.25 - 0.5
0.3 - 0.4
0.5
Tongue
0.75
0.6 - 0.7
2.9 - 4.6
Tripe
18.9
17.6
26.3
13.6
13.2
15.6
Total (%)
Source: Mullen & Alvarez, 2015.

Different categories offal
Offal is categorised as (Chalmarbeef, 2017):
1. Dirty or dark offal: includes both the trotters (or feet) and the head (if the head is left
with skin on).
2. Green or rough offal: it refers to the digestive tract, including the large tripe, small tripe
and intestines.
3. Red offal: comprises the lungs, heart, liver, kidney, spleen, tongue, tail and the head
(if the skin is removed).The following paragraph provides insight regarding the
characteristic of red offal products.
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Red offal
Red offal comprises out of the following products (BC open textbooks, 2012):
•

•
•

•

•

•

•

•

Liver: Liver is very fine textured and is almost devoid of the characteristic fibre
bundles found in red meat (liver has no grain). Consequently, it is very tender and
can be sliced in any direction needed to attain the best yield. It can be prepared using
dry heat. It has a very distinct flavour and is relatively inexpensive.
Kidney: Beef kidneys are irregularly shaped with reddish-brown lobes and deep
clefts. Beef kidneys are very tough and require intense moist-heat cooking.
Heart: Heart is retailed whole, halved, or cut into slices, depending on species and
size. The inside of the heart contains string-like sinew, which should be removed if
the heart is being stuffed and cooked. Dry heat is suitable for cooking heart. It is
commonly stuffed and roasted whole, or sliced, seasoned and pan-fried.
Tongue: The surface of the tongue is very coarse and requires a long period of slow
cooking to remove it (six to eight hours of simmering). Once skinned, the tongue can
be sliced and is quite tender. There is a very large amount of gelatine in the meat
which provides a rich flavour. It is often pickled or corned before cooking. Beef tongue
is regarded as a delicatessen product, and consumers do pay a premium price for it
(Bruyns, 2017) and (Frazer, 2017).
Tripe: Tripe is processed from the muscular inner lining of the stomach. It can be
smooth or honey-combed, depending on which chamber of the animal’s stomach it
is harvested from. It is commonly sold fresh or pickled. Washed tripe, also known as
dressed tripe, is boiled and bleached, giving it the white colour more commonly seen
in the tripe for sale. Tripe requires moist-heat cooking to break down its rubber-like
texture. It is most commonly used in soups and stews.
Sweetbreads: Sweetbreads are the thymus glands of calves and mature beef. They
are pinkish-white in colour. Veal or calf sweetbreads are considered a great delicacy.
They are largest in size when the calf is five to six weeks old, and decrease in size
as the animal ages. Sweetbreads should be thoroughly soaked in cold water, then
blanched so that the membrane can be removed. They can then be braised, or cooled
after blanching and then sliced and breaded for pan frying.
Brain: Brains constitute a small-volume seller. They perish very quickly, so are
generally frozen at the plant as soon as they are harvested from the animal. They
are mild in flavour and have a delicate texture. Calves brains are most commonly
used. They can be prepared much the same as sweetbreads are. Brain is extremely
high in cholesterol.
Oxtail: Oxtail is classified as offal, even though it is not an internal organ. Oxtail is
mainly used for making soup to extract its rich flavours. It is more bone than meat,
but the meat from the oxtail, once properly braised, is very rich in flavour. Oxtail is
regarded as a delicatessen product, and consumers pay a premium price for it,
currently retailing at R68 per kg (Bruyns, 2017) and (Frazer, 2017).
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Offal that is not used directly for human or animal food is often processed in a rendering plant,
producing material that is used for fertiliser or fuel, or in some cases, it may be added to
commercially produced pet food (BC open textbooks, 2012).

4.7.4

Contractual arrangements

The following contractual arrangements exist in the offal value chain:
Formal sector
•

Abattoir and meat processing plant – contractual arrangements are normally in a form
of a sales agreement, where the abattoir agrees to supply a certain volume of offal to
the meat processor, and the meat processor agrees to pay the abattoir a certain amount
(price per kg), based on product grade and quality.

•

Processing plant and retailer – Retailers sign a sales agreement with the meat
processing plant. This ensures that a certain volume of quality, packed products will be
delivered to the retailers, at an agreed price, over a certain period of time.

Informal sector
Abattoir – Abattoir owners have a verbal agreement with offal traders, or as Karaan (1993)
has indicated, offal traders “secure fixed contracts with abattoirs”.

4.7.5

Logistics

As offal is mostly traded within townships where most people and traders are very poor, some
traders would walk several kilometres to the local butchery/abattoir and collect the offal in
buckets (Karaan, 1993). Traders also collect offal with the aid of pick-up trucks and cover the
offal with large plastic sheets.
According to Logistic directory (2017): “meat is highly susceptible to a wide variety of physical,
biological and chemical hazards, because of its moisture, PH levels and high protein content.
These characteristics provide an incubator for bacteria. Fresh meat products have a very
limited shelf life and therefore have to be delivered to the wholesaler or supermarket within 48
hours. Because of this, it cannot be transported over long distances and are usually
transported nationally by trucks. Frozen meat’s shelf life is much longer and can therefore be
transported all over the world. Rough offal should not be loaded in the same container with
other meat products, unless it is kept in clean, sealed containers. Contamination of products
can lead to ill health and in severe cases, death. This could lead to serious reputational
damage. Therefore, it is imperative that a strict hygiene regime is followed and that
preventative maintenance be carried out at all times”.

4.7.6

Infrastructure and transport facilities

The quantity of beef and the amount of offal produced depends mainly on infrastructure such
as feedlots and abattoirs, rather than on the number of cattle available in those areas (DAFF,
2013). Products need to be transported from one value chain actor to another value chain
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actor, and the authors of this chapter are of opinion that the condition of the transport
infrastructure (such as roads) has a major impact on the economic growth of the country.
Moreover, transport companies will not offer their services in provinces where they know the
road infrastructure to be in a poor condition (Hoffman, 2017).

4.7.7

Communication – Information exchange and trust

Cattle are slaughtered either at commercialised abattoirs that are registered at the RMAA (Red
Meat Abattoir Association), or at “bush slaughtering” in the informal sector. Offal that is
produced as a by-product at abattoirs that are registered at the RMAA follows a strict protocol
before it enters the cold chain to the retail sector, and should pass a meat inspection first. This
ensures that high quality meat cuts enter the value chain. However, no meat inspections are
done at “bush slaughtering”, and the potential buyer does not know beforehand if the offal is
safe to consume.

4.7.8

Production capacity and technology

4.7.8.1 Production capacity
The amount of beef offal produced is directly linked to the amount of beef cattle slaughtered.
Although feedlots constitute the main supplier of livestock (especially weaners), abattoir
owners also procure cattle from farmers or livestock auctions, with the aid of agents. The
reader should note that the amount of cattle slaughtered fluctuates – increasing during the
summer period and decreasing during the winter period. The demand for offal increases during
the winter period and decreases during the summer, as offal is mainly used to make stews
(Carstens, 2017). The Western Cape experiences a larger oversupply of offal during
December, in comparison with the other provinces, as consumers in the informal sector
typically go on holiday to the Eastern Cape, Mpumalanga and Limpopo. Abattoirs normally
store oversupply offal during summer months in cold storage to sell during the winter (Frazer,
2017). However, consumers prefer fresh offal instead of the frozen offal, as it does taste
differently. It has also been noted that fresh offal cleans much easier than defrosted offal does
(Pienaar, 2017b).

4.7.8.2 Technology
Although various systems of technology are used to process offal, the type of technology
implemented at the specific abattoir will be related to the specific value that is added to offal.
Most of the time, offal, and especially green/rough offal, is cleaned by hand, and this is quite
labour intensive if it is to be used for sausage casings. Where offal is further processed, bowl
cutters are used to chop and mix fresh or frozen edible offal together with water (often used
in form of ice) (FAO, 2007).
Manufacturing – Red offal that is processed for distribution to the retail sector requires
specific packaging. Food scientists are constantly conducting R&D on packaging material to
ensure longer and safer shelf life. Modified Atmospheric Packaging (MAP) gases are a typical
example. MAP gasses are inserted into the package before sealing. MAP gasses are a
combination of carbon dioxide, nitrogen and oxygen.
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4.7.9

Knowledge use

According to van Heerden and Morey (2014): “knowledge of the chemical composition of foods
is the first essential in dietary treatment of disease or in any quantitative study of human
nutrition. Practices which may once have been deemed acceptable are now being reassessed
and modified according to new knowledge and changing attitudes”. Today, consumers should
have the knowledge, as well as the means, to make informed food choices. Due to the
changing market forces and regulations, the abattoirs must extend their code of operations
outside of the meat industry, such as catering for the Muslim public, by certifying their meat
for Halal products.

4.7.10 Costs and margins
Various definitions apply to the abattoir industry, and these need to be understood (Funke,
2006):
•

Abattoir’s purchase price – is the value of the fifth quarter, as well as the cold carcass
weight, or the price paid to a primary producer or feedlot, excluding VAT.

•

Abattoir sales price – is known as the average price paid per carcass, straight after
slaughtering, and excludes VAT, transportation costs, slaughtering fee, and fifth quarter.

The payment received for the slaughtering of animals by producers, feedlots and wholesalers
takes by-products into account in various ways: (i) the abattoir retains the offal and the hide,
(ii) they only retain the offal, or (iii) a slaughter fee is negotiated. Hides and skins are normally
sold to local tanneries. Offal enters the so-called ‘black market’ or informal market, which
peaks during the winter, and slows down during the summer months (NAMC, 2004). Table
4.33 below depicts an illustration of the income received from offal.

Table 4.33: An illustration of the income received from offal
Description
Cost units
Fifth quarter
R / carcasses
income
(*excluding hides)
Source: Carstens, 2017.

Calculation of costs
Average income per
fifth quarter x LSU

Example of costs
R367.34

The reader should keep in mind that the price of offal is very volatile and hinges on supply and
demand.

4.7.11 Innovation
Work has been done to produce innovative beef offal products in Australia (Pitt, 2016),
including:
•

Fully cooked products, produced by high-moisture cooking that converts low-value trim
and offal into products that can be diced, shredded, sliced and flavoured.
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•

Beef offal that is trustable according to food safety, provenance, shelf life, traceability
and integrity, which is provided through the development of new inventions using smart
packaging.

According to Teagasc (2017): “recovery of high value functional co-products from meat
processing streams represents an area of significant opportunity to enhance the economic
performance and improve the environmental impact of the Irish meat industry. Their research
programme capitalises on many potential opportunities to valorise meat processing streams
by processing raw materials (e.g. tendons, bones, offal etc.) to extract valuable functional coproducts. Establishing effective and efficient protocols for extracting functional
proteins/peptides from tissue (offal) and liquid (e.g. blood) is underway. Downstream
applications include both food (human and pet food) and non-food (biomaterials/biomedical)
uses”.

4.7.12 End-markets and trade
4.7.12.1

End-product characteristics

Dirty/Dark offal: includes the trotters (or feet) and the head (if the head is left with skin on) and
is sold most of the time “as-is” to the informal market.
Green or rough offal refers to the digestive tract that includes the large tripe, small tripe and
intestines. Green/rough offal is mainly sold to the informal market “as-is”. Some highthroughput abattoirs process intestines into casings for the sausage industry. However, it has
been indicated (COWI Consulting, 2000) that the preparation of animal intestines for use as
sausage casings is a more-involved process, as it involves emptying, de-sliming and cleaning.
Red offal such as oxtail and tongue is further processed and packaged for the retail market.
From the above section, it can be concluded that offal is mainly sold in its most primary form.

4.7.12.2

Consumer demand

NAMC (2004) indicated that large numbers of offal consumers do not have cold storage
available for more than one day during the summer months. However, during the winter period,
offal can be kept for almost three days before consumption. As a result of the abovementioned, consumers tend to buy lesser quantities offal during the summer. Furthermore, it
is also a well-known fact that the number of cattle slaughtered during the festive season
increases significantly, resulting an oversupply of offal. Korf (2017) indicated that the informal
sector tends to prefer sheep offal in comparison with beef offal. According to Carstens (2017),
the informal sector prefers to buy a complete set of offal, rather than only intestines or only
tripe. Frazer (2017) has indicated that 70% of all offal is sold fresh, while 30% of offal is sold
in frozen format.
Offal is recognised as a high value / cheap protein / staple food in most of the developing
countries with very poor populations (Stanley, 2009). Most abattoirs are located in relatively
rural locations with a poor population that will spend upwards of 40% of disposable income on
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food (Stanley, 2009). Since 1994, there has been more than a 30% increase in offal
consumption in South Africa (Ronquest-Ross, Vink, & Sigge, 2015).

4.7.12.3

End-buyer perspectives

The critical success factors applied to the informal sector are determined by the amount of
fresh offal available during the winter months and the price. Offal traders also prefer offal that
is available in sets.
According to Henchion, McCarthy and O’Callaghan (2016): “there is a tendency that the formal
sector avoids unknown/unfamiliar products, for a range of reasons including the fear of
ingesting toxins and other pathogens. This tendency, referred to as food neophobia, is not
homogenous across foods, and can to be stronger in response to animal products than nonanimal products, possibly as a result of the greater potential pathogenic threat posed by animal
products. However, people are also sensation seekers and enjoy novelty, and need to
consume a varied diet for adequate nutrition and health reasons (Henchion, McCarthy, &
O’Callaghan, 2016). Moreover, the formal market recognises oxtail and beef tongue as
delicatessen, and this tendency is reflected in the price paid (oxtail prices range between R68
and R73 per kg).

4.7.12.4

Standards

According to the Meat Safety Act (Act 40 of 2000), the following applies to offal handling
(Government Gazette, 2004):
Offal handling
•

Red offal must be washed with clean running water, hung on hooks or placed in
containers and chilled in a red offal or carcass chiller, to reach a core temperature
less than 7 °C within 16 hours, but it need not be chilled at the abattoir if dispatched
on a continuous basis to the chilling facilities, the proximity of which must not
compromise hygiene standards and be approved by the provincial executive officer
and on condition that a separate route for dispatch is provided.

•

Red offal may not be stored, or come into contact, with rough offal.

•

Further separation, cutting and packing of red offal must be done in a separate area
or room.

•

Freezing, may only be done in a separate area or room and equipment must be
provided for this function.

Washing of rough offal
•

Rough offal must be removed from the dressing room to the offal room directly
adjacent and connected thereto, after being passed, where paunches and intestines
must be –
o

separated and emptied of its contents;
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o

washed with clean running water; and

o

hung on hooks for cooling and drip drying before and during chilling.

•

Equipment must be provided for the emptying of rumens and intestines and the
ruminal and intestinal content must be removed continuously.

•

Where washed paunches or intestines are packed in containers or plastic bags for
dispatch, chilling or freezing, a storage facility for clean bags or containers, for a
day’s use, must be provided.

Edible washed rough offal must be stored in a chiller at an air temperature not exceeding
minus 2 °C, but it need not be chilled at the abattoir if dispatched on a continuous basis to the
chilling facilities, the proximity of which must not compromise hygiene standards and be
approved by the provincial executive officer.
Cleaning of rough offal
•

The process as well as the equipment used to clean offal must be approved by the
provincial executive officer.

•

Separate containers must be used for pre-scalded paunches, and those that have
been cleaned.

•

Cleaned offal must be removed after cleaning.

•

Separate rooms must be provided for –

•

dehairing of cattle hooves and sheep heads and feet; and

•

skinning, de-fleshing and splitting of heads and the recovery and packing of brains.

•

Where clean products derived from the heads are packed in containers or plastic
bags for dispatch, chilling or freezing –

•

it may only be done in a separate room or area and equipment must be provided
for this function; and

•

a storage facility for clean bags or containers, for a day’s use, must be provided.

•

Where cleaned rough offal is packed in containers or plastic bags for dispatch,
chilling or freezing –

•

it may only be done in a separate room or area and equipment must be provided
for this function; and

•

a storage facility for clean bags or containers, for daily use, must be provided.

Cleaned offal and clean head meat must be stored in a chiller at an air temperature not
exceeding minus 2 °C, but it need not be chilled at the abattoir if dispatched on a continuous
basis to the chilling facilities, the proximity of which must not compromise hygiene standards
and be approved by the provincial executive officer”.
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4.7.13 Governance
4.7.13.1

Actors

The bodies involved in driving the South African beef offal industry are:
•

Red Meat Abattoir Association (RMAA)

•

South African Meat Industry Company (SAMIC)

4.7.13.2

Participation in and distribution of value addition

Most offal is sold within a more “traditional” market than the rest of the carcass is. The product
is usually sold to local offal traders that come from nearby townships. These traders set up
stalls closer to home, where they clean the offal and cut it into smaller pieces (Karaan, 1993).
They typically also cook the offal before offering it for sale (Karaan, 1993).
However, oxtail and beef tongue are regarded as a delicatessen and are distributed in the
formal value chain. Oxtail retails between R68 and R73 per kg, and beef tongue R189.99 per
kg (Woolworths, 2017).

4.7.13.3

Type of governance

Governance applicable for the South African beef offal value chain refers to the relationships
between the different buyers, sellers and service providers.
The marketing relationship is mainly dependent on the type of production system the farmers
have in place, and may be entirely ad hoc, depending on the feed availability and current price.
The marketing relationship between the informal offal traders and abattoirs is entirely ad hoc,
while in the formal retail sector, abattoir owners and retailers have sales agreements in place.

4.7.14 Identification of key interventions required to develop VC
The following section describes positive interventions that could be implemented to upgrade
the offal value chain. The authors of this chapter are of opinion that abattoirs should not follow
one approach regarding offal, but rather adapt their strategy in relation with the varying
seasonal supply and demand of offal:
•

Increase the value of green/rough offal, especially during summer months, to clean
intestines for casings and store these casings. The authors of this chapter are of opinion
that it will be more cost effective to refrigerate casings than to refrigerate the complete
set of offal as it would take less space.

•

Abattoirs could increase sales of green/rough offal to the informal market “as-is” during
the winter months, as there is a higher demand for offal during that period. This demand
is directly reflected in the price received for offal during that period.

•

Another intervention could be to secure export markets for offal during summer months.
However, abattoirs should have adequate volumes to supply these export markets.
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•

During the winter months, abattoirs should compare the price received for offal locally
with the price received for exporting the product. If the price received locally is higher
than that received from exporting the product, it is recommended that the product be
sold locally.

•

Small abattoirs that are located near each other should form a joint venture where they
could form an offal-processing unit.

•

Offal traders could collect fresh offal from one distribution centre, from where they could
further distribute the offal in the informal sector.

•

Receiving higher volumes of offal at the offal distribution centre, red offal could be
processed and receive a higher premium price, as it can, for example, be labelled as
certified organic produced oxtail.

•

During summer months, green/rough offal can be processed into casings and sold
directly sold to larger meat processing plants.

4.7.15 Assessment of key interventions
In order to create higher value for offal in the offal value chain, both the formal sector and
international markets should be unlocked:
1. To enable these two market segments to be unlocked, a high volume of good quality
offal is a necessity
2. Small abattoirs could overcome this problem by forming a joint venture and establish
an offal processing plant;
3. They could process offal into casings or export it to international markets;
4. An offal processing unit would also unlock the formal sector, as they would have
access to large amounts of red offal that can be processed according to the retailers’
standards
5. This product could be marketed as organically produced offal, which will increase the
profit margin.

4.7.16 Identification of facilitation activities
Small abattoirs, especially those located in the emerging sector, should form joint ventures
with one another, and find the perfect location for an offal processing plant. It would be ideal
if the government could be part of this joint venture and assist with funding regarding the
establishment costs of these offal processing plants. It would be wise to conduct a feasibility
study including an environmental impact assessment (EIA) regarding such an offal processing
plant, as the authors of this paper are of opinion that the location between the different
stakeholders and the nearest markets will be one of the critical success factors.
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4.7.17 Conclusions and recommendations
It is evident that there are various strategies that could be implemented to increase the value
of offal. However, these strategies will be different from one abattoir to another. As previously
indicated, the offal industry is mostly linked to the informal sector, and it is extremely volatile.
New markets for offal are available, but should be strategically implemented according to the
seasonal supply and demand of offal. In order to unlock new markets, such as exporting offal
to international markets, access to high volumes of offal is a necessity. It is also advisable that
small abattoirs should partner together and leverage their volume offering to international and
formal markets, such as retailers.

4.8

OFFAL STRATEGY

4.8.1

Introduction

The following section provides insight regarding suggested interventions that are specifically
applicable to the offal value chain.
Literature indicates that there is a continuous increase in global demand for food, especially
high-protein foods. Hence, there is a growing interest in demand for offal, which is also known
as the 5th quarter.
The main purpose of this offal strategy is to find interventions as to where offal could be
optimally processed to add value and further integrate down the offal value chain.

4.8.2

Identification of interventions required to upgrade the VC

Intervention Area 1: Primary production interventions – represents the required technical
assistance to, as well as relationships between, various stakeholders in order to produce
livestock that is at the standard required by both abattoirs and feedlots.
Intervention Area 2: Business models & Marketing channels – represents the role of
business interventions and business models, as well as possible investment areas, which
could benefit the strategic goal of incorporating the communal and emerging farmers’ produce
successfully into the beef value chain.
Intervention Area 3: Support service delivery to emerging and communal farmers – to
implement a coordinated support system in conjunction with government departments,
organised agriculture and value chain actors. The three proposed intervention areas with subinterventions are depicted in Figure 4.35 below. The reader will note that all the specific
required interventions identified by the stakeholders during the workshops are linked to the
constraints which were identified during the in-depth value chain analysis.
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Figure 4.35: Broad outlay of the proposed interventions allied the offal value
chain
4.8.3

Assessment of proposed interventions

The objective in the following subsections is to provide a condensed background which
summarises the key constraints and opportunities that have been detected in the Value Chain
within the specific intervention area. Within each intervention area, the background is followed
by the formulation of strategic objective(s) for the intervention area, together with the indicators
for monitoring the strategic objective(s), and finally, a brief description of each of the proposed
interventions for this intervention area.

4.8.4

Strategic intervention area: Beef offal

4.8.4.1 Background
The volume of beef offal produced is directly linked to the number of beef cattle slaughtered,
as offal is regarded as a by-product of the carcass value chain. The buyers from abattoirs
prefer to procure healthy, good-quality cattle of A2/A3 grades. To be suitable for human
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consumption, the animals should be preferably measles-free, and farmers should have
followed a vaccination programme.

4.8.4.2 Strategic objective
“To bin terms of high-quality beef livestock production (that is comply with the feedlots’ and
abattoir’s requirements).

4.8.4.3 Indicators to monitor the objective
•

Increased numbers of healthy, good-quality cattle of A2/A3 grade being slaughtered
through formal SAMIC-registered abattoirs

•

Improved animal husbandry practices being followed by emerging farmers, thereby
producing better quality animals – realising higher prices at auctions and at the abattoir

•

Implementation of improved genetic material in order to achieve feedlot and abattoir
standards.

4.8.4.4 Proposed interventions based on constraints
Proposed intervention 1: Ensure slaughtering of rural cattle through the formal abattoir
environment by implementing an incentive scheme for A2/A3 livestock procured that
have vaccination records available.
Implementing an incentive scheme (in terms of price received per kg of A2/A3 grade produced)
would motivate emerging and rural farmers to produce healthy, good-quality A2/A3 beef. This
incentive would result in an increase in the numbers of safe and healthy cattle being
slaughtered at formal abattoirs.
Proposed intervention 2: Implement a bull exchange programme (similar to Sernick
Group for example)
Implementation of a bull change programme, similar to that of the Sernick Group (please refer
to APPENDIX 1, section 1.2), would assist emerging/rural farmers to change their current
genetics gene pool in order to produce livestock that complies with the requirements of both
feedlots and abattoirs. This will also link to the above-mentioned proposed intervention 1.
Proposed intervention 3: Feedlots / abattoirs / animal health stakeholders should
establish a cooperative that act as a mobile co-op in the rural areas
Rural and emerging farmers require farm supplies (such as feed supplements and vaccination
products) to produce vaccinated livestock. These farmers often have logistical problems in
getting access to agricultural co-ops. A mobile co-op would make it easier for emerging and
rural farmers to get access to feed supplements and vaccinations. This would also ensure that
vaccinations that reach the emerging and rural farmers are still valid to used, and will aid these
farmers to produce vaccinated livestock for formal abattoirs. It would also be a good idea if
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these mobile co-ops could provide a credit facility, as this would assist farmers with their cashflow planning.

4.8.5

Intervention area: Business models & marketing Channels

4.8.5.1 Background
Offal is mostly traded in the informal sector, and the demand for offal increases during the
winter period, and decreases during summer, as offal is mainly used to make stews. The
Western Cape Province experiences a larger oversupply of offal during December, in
comparison with the other provinces, as consumers in the informal sector typically go on
holiday to the Eastern Cape, Mpumalanga and Limpopo (Carstens, 2017).

4.8.5.2 Strategic objective
“To implement a business model that optimises the utilisation of offal produced at abattoir
level”.

4.8.5.3 Indicators to monitor the objective
•

Type and quality of training presented in the offal industry

•

Research programmes initiated

•

Number of fully functional and efficient offal processing plants, with the necessary
expertise

4.8.5.4 Proposed interventions
Proposed intervention 1: Backwards information flow where abattoirs inform
emerging / rural farmers as well as mobile co-ops regarding the quality of carcasses
received
Abattoirs could also assist rural/emerging farmers by providing feedback on the quality of
carcasses received to both the mobile co-ops and farmers. This would ensure that the correct
farm-managing practices could be implemented, with the assistance of the mobile co-ops, to
produce healthy cattle.
Proposed intervention 2: Abattoirs establish "casing divisions"
Implementing a “casing” division would add more value to the offal value chain. It would also
assist with job opportunities and deliver a higher return on investment, as this product is sold
for a much higher price than fresh offal is.
Proposed intervention 3: Secure export markets to export offal during summer times
Exporting offal to international markets would increase the value proposition of offal, as
oversupply is experienced during summer months, with a corresponding low demand for offal.
This would also decrease the cold chain period of storing offal.
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Proposed intervention 4: Choose the best market option during winter (either locally or
secure export markets)
Although a higher demand for offal is experienced during the winter months, it would be ideal
to compare the price for offal received locally against the price received for offal internationally,
in order to choose the better option.
Proposed intervention 5: Low- and rural-throughput abattoirs form a joint venture and
establish an offal plant which processes offal and distributes it in the rural communities
In order to unlock markets that require high-volume throughput, high volumes of offal are
required. High volumes of offal could be obtained where low- and rural-throughput abattoirs
collaborate and establish a joint venture that processes offal and distributes the processed,
clean offal into the rural communities.

4.8.6

Intervention area: Support service delivery to emerging and communal
farmers.

4.8.6.1 Background
“In addition to volatile market conditions and the importance of steady market channels, animal
health is one of the critical drivers for South African livestock farmers to continue to deliver
quality red meat to the market. Dedicated focus must also be given to empower entrants to
the red meat industry with the necessary training and support to ensure sustainable and
competitive production in order to grow availability of high-quality products” ( Mr. Koos van der
Ryst, National Chairman of the Red Meat Producers’ Organisation (RPO) (RPO, 2018).

4.8.6.2 Strategic objective
“To increase the percentage of high-quality livestock produced from rural areas that enters the
offal value chain with the assistance of support service delivery.”

4.8.6.3 Indicators to monitor the objective

4.8.7

•

An increased amount of healthy and good quality livestock slaughtered at low- and
rural-throughput abattoirs (numbers monitored by the RMAA)

•

Continuous training programmes that deliver successful graduates

•

Successful graduates receive constant support and assistance, and have access to
livestock auctions and holding kraals.

Proposed interventions

Proposed intervention 1: Implement skills transfer programmes where FSD / NERPO /
RPO / Animal Health / Feedlot owners form part of these skills transfer programmes
Red meat producers, especially in the rural areas, should be empowered to deliver healthy
and good quality livestock. This can only be implemented when various stakeholders
collaborate and implement skills transfer programmes.
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Proposed intervention 2: Implement follow-up programmes where rural/emerging
farmers continue receiving training until ready for graduation
The key objective with this objective is to make sure that emerging and rural farmers are ready
to graduate and to become successful livestock farmers.
Proposed intervention 3: Instead of working in silos, collaborate with various
governmental departments such as the National Department of Health or other industry
organisations such as Conservation SA
Various governmental departments and industry stakeholders do have training programmes
in place. However, the authors of this paper are of opinion that by joining forces together, a
more intense programme could be implemented that would deliver success stories. For
example, the Department of Health does have active mobile units that visit rural areas on a
regular basis.

4.8.8

Conclusion

From the above section, it is evident that the production of healthy cattle is a necessity for the
delivery of high-quality offal that can be marketed, and that mobile co-ops could aid farmers
to produce high quality and healthy A2/A3 grade cattle. In order to optimally utilise the offal
value chain, it should be managed on a seasonal basis. In addition, abattoirs might establish
a “casing” department, which could create more job opportunities as well a higher value
proposition for offal producers. Low- and rural-throughput abattoirs could collaborate with one
another by forming joint ventures and establishing an offal processing plant. This would ensure
that sufficient volumes offal is obtained that could be distributed to the rural communities.

4.9

CARCASS & BLOOD MEAL VALUE CHAIN ANALYSIS

4.9.1

Introduction

This in-depth analysis provides valuable information regarding the various actors involved
within the blood and carcass industry, as well as their functions, best practices, norms and
standards, capacity and technology, sourcing of inputs and supplies, sustainable production
practices, finance and profitability, markets and trading, governance and legislation, and the
key success factors involved.

4.9.2

Value chain description and map

The carcass and blood meal value chain map in Figure 4.36 below indicates the way in which
the product flows from raw material to end-markets.
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Figure 4.36: Value chain map for carcass and blood meal
Source: Pienaar, 2017.
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4.9.2.1 Product description
Blood meal
According to the Feeding Stuffs (1993), blood meal is defined as “the product obtained by
drying the blood of slaughtered warm-blooded animals. The product must be substantially free
of foreign matter”. McDonald et al. (1990) describe blood meal as an unpalatable, chocolatecoloured powder with a very particular smell, which contains the following nutrients: 800 g/kg
of protein, small amounts of ash, oil, and 100g/kg water. It is classified as one of the richest
sources of lysine and arginine, and is known for a limited inclusion of glycine levels, in
comparison to fish and carcass meals. Blood meal is known for its limited amount of amino
acids as well as low digestibility and low rumen degradability.
According to The Organic Gardener (2017), blood meal can be used as an organic fertiliser
that contributes towards a rapid release of nitrogen. However, in the South African context,
blood meal is well known in the poultry feed industry.

Meat and Bone meal (MBM)
Meat and Bone Meal (MBM), also known as carcass meal, is a product of the rendering
industry and is mainly manufactured from condemned carcasses and bones. MBM comprises
the following combination of nutrients: 48–52% protein, 8–12% fat, 33–35% ash and 4–7%
moisture. It is mainly used in animal feeds to improve the amino acid profile of the feed. Animal
nutritionists thought that the feeding of MBM to cattle might have been accountable for the
spread of Bovine Spongiform Encephalopathy (BSE) (also known as “mad cow disease”).
Hence, new regulations that apply in most parts of the world no longer allow the inclusion of
MBM in animal feed concentrates for dairy and beef cattle (and sheep). However, MBM is still
used as one of the raw materials to feed monogastric animals (such as broilers and layers). It
is also popular in the United States as a low-cost meat nutrient used in dog and cat food (Blood
meal, 2017).

4.9.2.2 Core functions (processes of transformation) in the value chain
Blood and carcass meal are regarded as by-products of the carcass value chain, and the
abattoir industry regards both blood and condemned carcasses as abattoir waste, although
these form the key ingredient to produce blood and carcass meal. Therefore, the value chain
for blood and carcass meal starts at the abattoir and ends in the pet food and animal feed
industry.
Second stage processing products
Muchenje et al. (2012) have mentioned that the abattoir industry categorises abattoir waste
into two different categories, namely 1) solid waste and 2) liquid waste. Solid waste comprises
carcass trimmings, condemned organs, hides, undigested feed, carcasses, hair, bones, horns,
fat and aborted foetuses.
Liquid waste comprises urine, dissolved detergents, blood, bile, chemicals and water. Of
these, blood is regarded as having the highest pollution load, and is illustrated in Table 4.34.
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Table 4.34: Amount of abattoir waste generated per cow in abattoirs
Abattoir waste product
Blood / head
Intestinal content / head
Waste tissue / head
Bone
Source: Muchenje et al., 2012.

Per Beef Carcass (Kg)
12.6
8.0
6.4
11.8

Muchenje et al. (2012) stated that the abattoir industry produces approximately 42 million
cubic metres of solid waste per year, of which 5 million (12%) is hazardous for the
environments. They also indicated that condemned carcasses represent 0.2% of all cattle
slaughtered. Table 4.35 below depicts the processing stages for both blood and carcass meal.

Table 4.35: Processing stages applicable for both blood and carcass meal
Blood Meal (Liquid waste)

Carcass Meal (Solid Waste)

Second stage processing (Slaughtering of animals)

Step 1: Blood is collected during the
slaughtering process as prescribed by
the Meat Inspectors Manual (2007).
Step 2: The abattoir decides to either:
Discarded the blood into “blood acres”
where blood is transposed into the soil
(Typical Abattoirs that is located in the
rural and remote areas) Use blood into
bio-digesters and produce bio-energy
(as discussed in Chapter 6). Typical
high throughput abattoirs that have
access to capital and high volumes of
abattoir waste, convert blood into blood
meal.

Step 1: Carcasses are inspected by a registered
meat inspector. If rejected, carcasses are moved
to a designated rail that keeps the carcasses
until second inspection and is known as
“detained meat”. Detained meat is defined as: “a
carcass and organs or parts thereof suspected
by the inspector, during primary inspection, to be
unacceptable for human consumption and held
for secondary inspection” (Meat Safety Act (Act
no 40 of 2000), 2000).
Step 2: Carcasses are inspected for the second
time. If the inspector classified the specific
carcass as “not fit for human consumption”, it is
classified as condemned material. Condemned
material is defined as: “animal or parts of an
animal inspected and judged, or otherwise
determined, to be unacceptable for human and
animal consumption and requiring sterilising or
destruction” (Meat Safety Act (Act no 40 of
2000).
Step 3: “Condemned carcasses are: “placed in a
theft proof container which has been clearly
marked “CONDEMNED”, in letters not less than
10 cm high or high, or conspicuously marked
with a stamp bearing the word “Condemned”,
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using green ink. These containers should be kept
in a holding area or a room or dedicated chiller
provided for the purpose, except if removed on a
continuous basis; and removed from the abattoir
at the end of the working day or be secured in a
dedicated chiller or freezer at an air temperature
of not more than minus 2 °C” (Meat Safety Act
(Act no 40 of 2000).

Manufacturing (Rendering)
Rendering plants in South Africa are responsible for both rendering of carcasses into
carcass meal as well as coagulation of blood.

Step 1: Involves coagulation and is
defined as the process where blood is
transformed from liquid to either a
semi-solid or solid state (Oxford
Dictionary, 2017).
Coagulation involves the passing of live
steam through blood until the
temperature reaches 100°C. This
ensures efficient sterilisation and
causes the blood to clot. It is then
drained, pressed to express occluded
serum, dried by steam heating and
ground
(McDonald,
Edwards,
Greenhalgh, & Morgan, 2002).

Step 1: Carcasses are rendered into carcass
meal. According to Wikipedia (2017): “rendering
is a process that converts waste animal tissue
(carcasses) into stable, value-added materials”.

Meeker & Hamilton (2017) have indicated:
“carcasses can be rendered in several ways.
However, all rendering processes involve
application of heat, extraction of moisture and
separation of fat. The temperature and length of
cooking time is critical and determine the quality
of the finished product. Process control is
performed and monitored via computer
technology so that time/temperature recordings
for appropriate thermal kill values for specific
microorganisms are achieved”. Rendering
processes includes: dry batch processing,
continuous systems and wet batch rendering.
Dry batch processing
The ground matter is heated to 100 °C in a
cooker and dried at normal atmospheric
pressure. The residue is thereafter heated to
140 °C, resulting in cell rupture with the release
of the fat content. This method is the most widely
used type of rendering in Australia probably
because of relatively low capital outlay for smallscale operations. The capacity for a single
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cooker is between 10 and 15 tonnes per day
(Meeker & Hamilton, 2017).
Continuous systems
This system works on the same principle of
heating (104°C to 145°C) as the batch system
does, with a cooking time that ranges between
15 and 65 minutes, separating the tallow and
water from the meat – and bone meal and
cooling off the raw material in an automated
manner. The capacity of this system varies from
3 to 12 tonnes raw material per hour (Meeker &
Hamilton, 2017).
Wet batch rendering
“Ground carcasses are subject to higher
pressure and a temperature of 140°C, by
injecting steam into the cooker, where after the
pressure is released, resulting in a decrease in
temperature to approximately 100°C” (Meeker &
Hamilton, 2017).
Step 2: Drying
After rendering, the fat/tallow and water is
removed. The meat and bone material are dried,
milled and bagged (Meeker & Hamilton, 2017).
Marketing
The majority of South African abattoirs do not have rendering and coagulation plants, and
either sell condemned carcasses/blood to individual rendering plants or discard abattoir
waste according to regulation. Rendering plants distribute final product to the pet food and
animal feed industry.

4.9.2.3 Flow of product and end-markets
Abattoirs are the major source of raw material, as all carcasses are inspected. Those
carcasses that do not pass the primary meat inspection will be evaluated at a secondary meat
inspection where they will be categorised as passed or condemned. Carcasses that fail the
second inspection are categorised as condemned and are distributed to the rendering plants
for processing. Blood is collected in containers under the hanging carcasses. After sterilizing
/ rendering and drying, products are milled and bagged. Feed traders and feed mills buy
products to be mixed with other ingredients to make animal feed and pet food.
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4.9.2.4 Service provision
Abattoirs
Blood and condemned carcasses are produced as a by-product of the carcass value chain
and can be transformed into blood and carcass meal.

Rendering plants
Rendering plants collect abattoir waste from abattoirs and transform blood and condemned
carcasses into blood and carcass meal by implementing a process called coagulation and
rendering.

4.9.3

Sourcing of inputs and supplies

4.9.3.1 Primary product characteristics
Blood used to produce blood meal
According to Encyclopedia (2017): “blood is rich in nutrients, especially protein, but it starts
collecting dirt once it leaves the animal. Dirt starts breakdown which lowers the blood’s
usefulness, and if drained outside on the slaughterhouse grounds, sanitation problems arise
and it also starts clotting. Other negative factors created by clotted blood are stench, filth,
attraction of rodents and the breeding of flies. It is of utmost importance that when blood is
collected that it be handled in a hygienic manner and processed with minimum delay”.

Raw material for carcass meal
Raw ingredients for the production of carcass meal include: all parts of the animal, except the
hide, horn, hair, hoof, gut contents and blood. In some cases, condemned materials are
included, except those that are categorised as being in a high state of decomposition.
Batch dry rendering normally requires that raw material is broken into 50 mm pieces, and
sometimes lager chunks. During continuous rendering, 30 mm pieces of raw material must be
fed continuously into the cooker. For wet batch rendering with shorter heating times, raw
material is broken into 12 mm pieces (FAO, 2017).

4.9.3.2 Characteristics of primary producers and input providers
The bovine slaughtering process produces 275 kg per tonne of animal waste of the total live
weight (Jayathilakan, Sultana, Radhakrishna, & Bawa, 2012).

Blood meal
South African regulations forbid the dumping of blood into an abattoir’s drainage system, as
this creates an overloading of the purification works and produces unpleasant odours.
The yield of blood meal from cattle is about 2.7 kg per slaughter unit, and with careful
collection; yield can increase to 3.1 kg per unit. According to a sample study of abattoirs in the
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Free State, only 25% of high throughput (HT) abattoirs and 10% of low throughput (LT)
abattoirs process blood for blood meal production (Swanepoel, 2014).

Carcass Meal
Most of the abattoirs in South Africa do not have access to rendering plants and are prohibited
from burying condemned material. Due to the legal requirement to remove abattoir waste in a
safe and maintainable manner, it is of great significance to implement an efficient and reliable
collection service (wastes must be collected daily and/or on a regular basis).
Only 12% of high-throughput abattoirs sterilise and dry abattoir waste to produce carcass meal
(Swanepoel, 2014).
Operators wishing to participate in the harvesting or salvaging of condemned meat products
for animal food must provide suitable facilities for the separation, chilling, packing, marking,
storage and, if needed, denaturing of the product. An approved protocol must be stipulated
which guarantees the secure handling of such products.
Rendering material should be stored in an enclosed container, and any material not removed
for rendering within 24 hours of manufacturing should be refrigerated according to the MSA
regulations until it is processed.

4.9.3.3 Contractual arrangements
The following contractual arrangements exist in the blood and carcass meal value chain:
•

Abattoir and rendering plant – This is normally in a form of a sales arrangement
between the abattoir and rendering plant, in which the rendering plant agrees to buy an
amount of abattoir waste available, at a specific price determined up-front.

•

Rendering plant and pet food / animal feed industry – Dealings are undertaken on
an ad hoc basis or on a contractual basis. Prices change according to latest market
trends, availability and exchange rate.

4.9.3.4 Logistics and transportation
Abattoir / Rendering plants
Abattoir waste should be transported in a safe and sustainable manner, and it is of great
importance to implement a well-organised and dependable collection service (wastes must be
collected daily or on a regular basis).

Animal feed industry
The South African Animal Feed Association (AFMA) has developed a Transport Protocol,
which provides insight into the handling of both raw materials and ingredients that are used in
the animal feed industry. The Transport Protocol is regarded as a risk management tool, which
clearly stipulates guidelines and cleaning regimes for different situations that will improve the
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feed-safety quality of raw materials and ingredients transported to the feed-manufacturing
plants (Logistic directory, 2017).

4.9.3.5 Communication – Information exchange and trust
The Animal Feed Association (AFMA) plays a significant role in the development of a
sustainable feed industry and in ensuring safe feed for animals, and consequently, safe food
for humans. AFMA represents the formal feed industry on various platforms and committees.
Southern African Fats Feeds & Fertilizers (SAFFF) – Plays a role in marketing and
procurement of all types of rendered products.

4.9.4

Production capacity and technology

4.9.4.1 Production capacity
South Africa produces 4 800 tons of meat- and bone meal per year which is used in pet food.
A further 25 000 tons of meat- and bone meal is imported. About 240 to 360 tons of the 10 423
tons of blood meal produced annually in South Africa is used for the manufacturing of pet food.
The remainder goes to the animal feed industry (Meadow Feeds).
There used to be 40 operational red meat rendering plants and 14 chicken rendering plants in
South Africa before decentralisation was implemented. Currently, only 7 red meat and 20
poultry rendering plants are still operational. This is mainly the result of the growth in the
number of smaller abattoirs (Kaluzny, 2013).

4.9.4.2 Technology
All rendering system technologies include both the collection and sanitary transport of raw
material to a rendering plant, where it is ground into a consistent particle size and conveyed
to a cooking vessel, in either continuous-flow or batch configuration (Anderson, 2017).
Anderson (2017) describes batch processing as: “a series of separate cookers, and
continuous process plant, using a fully integrated operation, are the two types of technology
employed. Smaller plants, processing under 1 000 tons per week, generally use the older
technology of batch processing. Batch processing involves generally higher direct processing
costs (principally energy and labour costs) than for continuous plants but lower capital costs,
and offers greater operational flexibility. With batch processing, it is difficult to effectively
segregate Bovine Spongiform Encephalopathy (BSE) also known as “mad cow disease”). BSE
wastes are somewhat less since at least one of several cookers can be used for BSE
processing whilst other cookers are processing normal waste. Machinery and equipment
required depends on the specific rendering option, input capacity, degree of automation and
extent of end product refining and storage. In batch systems, minimum equipment is required.
In continuous systems, pre- and post- rendering equipment is needed in addition to main
rendering unit”.
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Pre-rendering equipment
•

Pre-breaker – for reducing large chunks of raw material

•

Hasher & washer

•

Metal detectors

•

Auger

Cooking equipment
Anderson (2017) indicated that: “cookers are constructed in a cylindrical form through which
raw material is conveyed by a screw conveyer. For efficient heat energy use and transfer,
most cylinders are steam heated. Various steam jacket designs have been used. For cylinders
of considerable length, the steam jacket can be divided in to sections each equipped with
devices for individual condensate discharge. This regulates the steam supply and maintains
temperature for each section. In dry rendering cookers, steam is the main heating source and
is built to withstand steam pressure of 7 bars”.

Evaporators
According to Anderson (2017): “the liquid mixture coming from the rendering process contains
considerable water. Water evaporation is energy intensive. Low pressure evaporators are
more efficient than open kettles and the “waste” vapours produced can be reused as heat
source for the evaporators”.

Separators
Although water, tallow and solid protein portions stay at three different levels in the rendering
tank, each level contains contaminations from other portions (Anderson, 2017).

Driers
Driers reduce the moisture content of the solid protein.

Odour control equipment
•

Condenser units wash the cooking steam with cold water and then dissolve all
condensable material

•

Scrubbers to absorb chemical compounds

•

Afterburners to burn the gases that are released from the exhaust of the scrubber

•

Bio-filters treat gases and air by passing these through organic material, e.g.
woodchips, bark peat moss, compost etc.

Process control is implemented and monitored via computer technology so that the
sterilisation of the product is achieved. Unnecessarily high temperatures lower the nutritional
value and digestibility of the end product (Anderson, 2017).
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4.9.4.3 Knowledge required
Blood meal
In terms of the production of blood meal from blood raw materials, the following essential
knowledge is required (Commission, 2005):
•

Methods used to recover blood raw materials from slaughter departments are
described in terms of equipment used (pumps, drains, filters, etc.)

•

The purpose of blood coagulation – reducing the evaporation load.

•

Blood coagulation systems – continuous steam systems and batch coagulation
systems.

•

De-watering processes – the methods used to carry out the processes (centrifuge,
drainage, etc.)

•

Drying of coagulum – the methods and equipment used for the drying process
(batch dried, ring dried, spray dried, etc.)

•

Sampling and testing requirements for blood raw material and blood meal

•

Specifications for blood meal – company and customer specifications.

In terms of the processing and storage conditions that affect blood and blood meal quality
during rendering operations (Commission, 2005) the following:
•

Factors affecting the quality of blood solids produced are outlined in terms of the
efficiency of the coagulation and separation stages (water, time, temperature, etc.)

•

Blood meal nutritional damage – drying methods used (batch dried, ring dried, spray
dried, etc.)

•

Factors affecting the storage of blood prior to drying – microbiological growth and
pH.

•

Factors affecting the storage of blood meal – spoilage.

Meat and Bone Meal
Knowledge of the production of meat and bone meal from cooked material during rendering
operations (Commission, 2005):
•

The process of extracting meat and bone meal from cooked material – methods of
monitoring the separation of fat from protein solids and the operation of pressing
equipment.

•

Meat and bone meal quality – sampling and testing requirements.

•

Production requirements in terms of company and customer specifications (ease of
handling, composition, particle size, etc.)
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Knowledge of the processing and storage conditions that affect meat and bone meal quality
during rendering operations:
•

Factors affecting colour are described in terms of processing conditions (raw
material composition, cooking temperature, etc.)

•

The quality in terms of nutritional factors (amino acids, browning reactions, crosslinking, etc.)

•

Factors that affect quality during storage in terms of potential food hazards
(moisture content, growth of bacteria, etc.)

4.9.4.4 Costs and margins
Disposal of animal waste by burial is costly and also results in pollution of ground water, while
incineration and composing produce unpleasant odours and excessive smoke, and may lead
to spread of pathogens that might be harmful to humans and animals.
Most high-throughput abattoirs try to utilise the waste efficiently by rendering to reduce costs
of disposal and to generate revenue from the waste or by-products. The United States’ Dept.
of Agriculture Economic Research Service has determined that 11.4% of the gross income
from beef is from the by-products (Jayathilakan, Sultana, Radhakrishna, & Bawa, 2012).
The cost of processing blood to blood meal is less than half of the income it creates. It was
also found that a 50% GP margin is made on carcass meal (Swanepoel, 2014).
In a study done on effluent treatment and protein production (De Villiers, 2000), the economic
feasibility was calculated as per Table 4.36 below.

Table 4.36: Feasibility on operating expenses, income and savings per year (1994)

Source: De Villiers, 2000.
Estimates for South Africa are not available, but the Australian figures provide insight into the
rendering costs involved. According to Meat & Livestock Australia’s investigation of rendering
costs that was done in 2007, it then cost between AUD130 (R1 272.46) and AUD265
(R2 593.72) to produce 1 tonne of rendered product (excluding transport costs of the raw
material). The findings of this investigation represent the results of research conducted over
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the 15 years from 1991 to 2006. The value of rendered products did not change much (Meat
& Livestock Australia, 2007).

*1% FFA Tallow = Free Fatty Acid Tallow

Figure 4.37: Historical prices of meat meal and tallow
Source: Meat & Livestock Australia, 2007.
During the same period, costs had gone up, e.g. prices increased by 45% according to the
changes in the CPI. The majority of costs are in labour, interest and depreciation, repairs and
maintenance (R&M), and energy. Other costs, such as environmental and transport costs,
were found to be significant, particularly for renderers not associated with abattoirs. Average
costs, excluding environmental and transport costs, were AUD 210 (R2 055.77) per tonne.
Energy costs were found to be the highest, especially for renderers using coal (Meat &
Livestock Australia, 2007). Figure 4.38 shows the relative contribution of rendering costs.

Figure 4.38: Relative contribution of rendering costs
Source: Meat & Livestock Australia, 2007.

4.9.4.5 Innovation
New uses of meat and bone meal are continuously being explored, including their use as a
phosphorus fertiliser and fuel. Recently researchers at South Carolina's Clemson University
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have been observing the usage of meat and bone meal in petroleum-free bio-plastics that can
be used in toys, such as snowboards and skis (Verbeek, 2015).
A range of bio-derived polymers and materials are being researched and developed as an
alternative to plastic to produce windpipe clips and rectal plugs used during slaughtering. This
means that these do not have to be removed from raw material for the rendering process. The
beauty of this is that the starting material for this product is obtained during meat processing,
used during meat processing, and disposed of during rendering (Verbeek, 2015).

4.9.5

End-markets and trade

4.9.5.1 End-product characteristics
The primary market for the rendered protein is identified as non-ruminant livestock feed.
Carcass meal and blood meal is also sold as an additional protein source to both pet food and
animal feed manufacturers.
Carcass meal contains high percentages of crude protein, calcium and phosphorous for
poultry diets, but is inferior to other animal protein products such as fish meal and blood meal.
The phosphorous in meat- and bone meal is also readily available to poultry.
Much of the fluctuation in the nutritive value of meals is due to the levels, as well as availability,
of essential amino acids – compounds that make up meal protein. The most important of the
essential amino acids are lysine, methionine, cysteine and tryptophan. Poultry and pigs require
about 10 essential amino acids in their diet to allow for optimum growth, the correct levels and
balance of which must be present in the ration. The higher the level of amino acids in the meal
and the better their availability to the animal, the more the meal is worth to the manufacturers.

4.9.5.2 Consumer demand
During the period from April 2016 to March 2017, feed producers in South Africa used 9 490
tons of carcass meal and 8 604 tons of blood meal to produce 6.40 million tons of animal feed.
During the same period, animal feed sales amounted to 6.47 million tons (AFMA, 2017).
Carcass meal is an excellent source of protein. In poultry diets, it is limited to less than 5% of
the diet because of the high phosphorus, calcium and lysine content of the meal.

4.9.5.3 End-buyer perspectives
Pet food
Pet owners ultimately want the best quality food for their pets at the best price, hence the pet
food industry is an industry with significant potential. Top pet food brands currently available
in South Africa are imported from countries such as Switzerland (Hills) and France (Royal
Canin); however, the prices are directly linked to the exchange rate and are extremely high.
This provides the opportunity to manufacture good quality pet food locally. RCL and Montego
have big pet food operations in RSA.
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Animal feed
Because of the issue around BSE (mad cow disease), bovine carcass meal is only to be fed
to non-ruminants, like broilers, crocodiles etc.

4.9.5.4 Marketing and trade capacities
Imports
Imports of carcass and blood meal are controlled by the Animal Disease Act, 1984 (Act 35 of
1984) and the Animal Diseases Amendment Act, 1991 (Act 18 of 1991). Imports are only
allowed when the importer holds a South African Veterinary Import Permit.
South Africa must import rendered products for pet food production, as the local industry does
not produce sufficient rendered products for local demand (Kaluzny, 2013).

4.9.5.5 Standards
Under Act 35 of 1984, meat- and bone meal from ruminant origin was prohibited during May
2001 from being used in all animal feeds, except for dogs and cats. The government only
recently (November 2006) amended Act 36 of 1947 to allow the use of blood meal in
monogastric diets due to the fact that there was no other means for disposal of the blood meal
being produced.

Carcass meal
Pepsin-digestible proteins in meal determine the quality standard and indicate the nutritional
value of the meal. The protein keratin in hair, wool and feathers, is not digestible by pepsin
thus meals with low digestibility are likely to contain high proportions of these, and therefore
are of low nutritional value. A minimum of 86% pepsin digestibility is required according to
Australian Standards. Ash also affects the nutritive value, and bone constitutes the main
source of ash. The bone content of meal offers calcium and phosphorous, thus assisting to
supply necessary minerals to an animal’s diet. Crude fibre is mainly the cell wall constituent
of plants and is not easily digestible by animals. This is limited to a maximum of 3% by the
Australian Stock Feed Manufacturers Association (Animal Sciences Group, 2008).
Recognised standards in terms of the handling of meal (Animal Sciences Group, 2008) are:
•

Maximum moisture content of 10% to prevent mould growth and stay free flowing.
High moisture also dilutes nutrients

•

A maximum of 15% fat contributes energy to a ration, although higher levels can
cause meal to cake.

•

Lighter brown coloured meals come from raw material with high proportions of bone.

•

Dark brown colour can mean the following:

o

Raw blood is added to raw material or finished meal

o

Raw material contained unwashed gut materials

199

o

Excessive temperature was applied during rendering, affecting the nutritional
value.

The scope of Act 36 of 1947 on Fertilizers, Farm feed, Agricultural remedies and Stock
remedies is broad and has been amended several times to accommodate some
developments, but is now outdated. Only animal feeds which are intended for sale are
regulated by this act. Animal feeds intended for own use are exempted. An animal feed
manufacturer must be certified by DQS South Africa (Pty) Ltd according to the ISO 22000:
2005 Food Safety Management System and Good Manufacturing Practices (GMP).
Meat Safety Act of 2000 – Condemned material must be disposed of:

4.9.6

•

by incineration,

•

denaturing and burial at secure sites

•

processing at registered sterilising plant

Governance

4.9.6.1 Actor domination
The three largest companies in the beef industry in South Africa are Karan Beef, Sparta and
Beefmaster. Although production figures are not currently available, it is estimated that they
contribute the largest share of the production.
•

The Red Meat Abattoir Association (RMAA) is a representative forum for abattoir
owners in South Africa.

•

The Animal Feed Manufacturer Association (AFMA) ensures that all feed ingredients
are up to standard.

•

All rendering and sterilisation plants must be registered with DAFF.

4.9.6.2 Participation in and distribution of value addition
•

Value addition takes place when the product is used in animal feed and pet food, which
are all governed by strict regulations.

•

Carcass meal is sold by traders at R6 700 to R6 750 per ton.

•

According to McDonald et al. (2002): “Carcass meal is eaten readily by pigs and poultry
and may be given at levels up 150 kg/t of the diet for laying hens and young pigs”.

4.9.6.3 Cluster concentration
Kaluzny (2013) indicated that: “due to decentralization of meat slaughter within the country
the state-owned meat plants disappeared. This gave rise to the rapid establishment of smaller
meat plants throughout South Africa. The large state-owned plants found most of themselves
going out of business for lack of animals to slaughter. The rendering facilities associated with
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these plants shut down for the most part as well. Only the poultry plants remained in good
stead. With the greater distances between slaughter plants, transport of raw material became
prohibitive and plants turned to burial or composting as an alternative.
From the above paragraph, it is evident that only large role players in the beef industry can
afford to build their own rendering plants.

4.9.6.4 Type of governance
The governance applicable for the South African bone and carcass meal value chain refers to
the relationships between the different buyers, sellers and service providers.
The marketing relationship is mainly dependent on the category/size of the abattoir and is
linked to the amount of abattoir waste available. However, large abattoirs have agents in the
field that procure livestock on a daily basis from producers, feedlots and livestock auctions.
These abattoirs either have their own rendering plants or sell waste to individual rendering
plants.

4.9.7

Sustainable Production and Energy Use

The recycling of animal by-products is very maintainable, and, in fact, the personification of
sustainability. When managed correctly, it is both welcomed and indispensable. Responsible
feed resource management demands the full value be extracted from animal protein materials,
and any needless prohibitions restricting their use should be reviewed (Kaluzny, 2013).
The energy used depends on the type and mode of rendering plants. The conventional and
semi-continuous wet batch systems use more energy than low-temperature rendering
systems do. To optimise energy, the use of the following should be looked at:
•

Upgrade to lower energy plant

•

Recover energy from the cookers for heating water or pre-heating raw material
before it enters the cookers.

•

Continuous systems have smoother energy demands that reduce energy
consumption and costs, if boilers can be run at close to peak efficiency and not partloaded

•

Batch systems have a time-variable energy load demand. This results in difficulty
with boiler loads that are also variable. Cookers and dryers need to be managed to
give a profile as smooth as possible. (Meat Research Corporation & Australian Meat
Technology, 1997).

4.9.7.1 Use of materials
Both 1st and 2nd processors (abattoirs) and manufacturers (meat processing plants) use
protective gear, such as overalls, hair nets and boot covers, for food safety reasons on a daily
basis. However, most of the materials (such as hair nets) are biodegradable.
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4.9.7.2 Energy use
The most limiting factor in the carcass rendering processes is the energy required for releasing
fat, evaporation of water, and complete sterilisation of raw materials. Heat energy requirement
vary according to the ratio of fat to water in the mixture.
Energy consumption has been measured at 69.1 kWh/metric ton of raw material and 125
kWh/metric ton of evaporated water.
A rendering plant that runs 24 hours per day for 22 days uses 13 000 litres of diesel per month
for the burners. The monthly cost is estimated at about R110 000.

4.9.7.3 Use of water
According to Auvermann, Kalbasi and Ahmed (2004): “mechanical aeration and oxidation of
wastewater can reduce nitrogen, and to some extent phosphorus, contents. Addition of
appropriate chemical flocculants, such as aluminium sulphate, to wastewater converts
available phosphorus to insoluble phosphorus, which can be removed by settling processes.
These chemical procedures will make rendering wastewater treatment more complex and
more expensive. In order to reduce the moisture content of carcasses and save energy in the
cooker, receiving bins are generally perforated to allow water to drain off. While this procedure
minimizes the energy required to evaporate excess water, it increases the microbial and
chemical load of wastewater.”

4.9.7.4 Effects on bio-diversity
Not applicable

4.9.7.5 Emissions
Odour can be controlled by applying the following methods:
•

Prevention – Fresh raw materials reduce the odour emissions during rendering.

•

Bio-filtration

•

Wet chemical scrubbing

•

Thermal oxidation (as in an afterburner)

•

Activated carbon.

Clean fuel that is free of heavy metals and toxic wastes should be used for steam raising
plants (boilers) and after burners.

4.9.7.6 Waste management
The production of blood meal and carcass meal through sterilisation and rendering offers
abattoirs a cost-effective solution towards waste management.
According to Sparks Co. Inc. (2002) in connection with livestock mortalities: “most of the
disposal practices (burying, incinerating, composting) operate behind the scenes, out of sight
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from market forces or regulatory enforcement, the temptation to improperly dispose of this
material is substantial”.

4.9.8

Identification of key interventions required to develop VC

The following section describes positive interventions that could be implemented to upgrade
the blood and carcass meal value chain. However, it is important to note this value chain’s
critical success factors are also affected by its volume throughput.
•

Ensure the abattoir facility is large enough for high-volume throughput, as this will ensure
that high volumes of abattoir waste will be created for the production of blood and
carcass meal.

•

Intervene with turn-around strategies to optimally utilise current abattoirs (especially
Low- and Rural-throughput abattoirs) (this will ensure that high volumes of abattoir waste
are created for the production of blood and carcass meal).

•

Establish rendering plants that are strategically located near a cluster of existing/fully
operational abattoirs (These abattoirs could be high-, low- or rural-throughput).

•

Establish rendering plants strategically located in the poultry and pig producing regions

•

Form joint ventures with local feed companies that will invest in a rendering plant.

•

Create new markets with pet food manufacturers

•

Explore international markets: start exporting bone and carcass meal to China

•

Explore African markets for further marketing opportunities

•

Form marketing linkages with local soap manufacturers (tallow is also used in soap
products)

•

Form marketing linkages with international soap manufacturers

•

Abattoirs may implement in-house fleshing of hides, which will increase the amount of
tallow produced

•

Create new markets in the organic fertiliser sector

4.9.9

Assessment of key interventions

In order to create higher value for the blood and carcass meal value chain, both the African
and international markets should be unlocked. In order to be able to unlock these new markets,
high volumes of carcass and blood meal are required. This can be achieved by procuring
abattoir waste (blood and condemned carcasses) from low- and rural-throughput abattoirs at
a centralised rendering plant. New rendering plants should be ideally located near low- or
rural-throughput abattoirs and animal feed factories that focus on poultry and pig concentrates.
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Exploring different markets, such as the organic fertiliser sector, for blood meal and soap
manufacturing companies will increase the value addition towards blood and carcass meal.

4.9.10 Identification of facilitation activities
Abattoir owners should try to increase their current facilities to maximum throughput. The
second stage would be to establish a centralised rendering plant that is located near animal
feed factories. Build relationships with animal feed factories and implement a sales agreement
or form a joint venture with these animal feed factories.
If there is enough volume, start exploring new markets, such as the organic fertiliser sector
and soap manufacturing companies.

4.9.11 Conclusions and recommendations
From the previous paragraphs, it is evident that the animal by-product industry is a highvolume-driven business. Volume can be increased by increasing the number of animals
procured for slaughtering purposes or procuring animal waste from numerous abattoirs. A new
rendering plant could be established and should be ideally located near animal feed factories.
Numerous markets do exist, such as the organic fertiliser and soap markets, but in order to
unlock these markets, high volumes are required.

4.10

CARCASS & BLOOD MEAL STRATEGY

4.10.1 Introduction
This main focus of this section is to present and recommend suggested interventions that will
support decision-making on the future strategic approach.
The abattoir industry considers condemned carcasses as abattoir waste, although these form
the key ingredient in producing blood and carcass meal. Therefore, blood and carcass meal
is regarded as a by-product of the carcass value chain. Carcass and blood meal are also
classified by animal nutritionists as animal by-products. These animal by-products are popular
for use as a supplement in both the pet and poultry industries due to their protein content.
The carcass and blood value chain shows potential for being upgraded. Accordingly, the
carcass and blood value chain strategy’s main purpose is to find a long-term solution where
optimal production practices and markets can be implemented to render this value chain
sustainable and viable in the long-run.

4.10.2 Identification of interventions required to upgrade the VC
Intervention area: Business models & Marketing channels – represent the role of business
interventions and business models, as well as possible investment areas which could benefit
from the strategic goal of incorporating the communal and emerging farmers’ produce
successfully into the beef value chain. However, readers will note that this value chain is
mainly driven by the amount of abattoir waste collected, which is the opposite of all intervention
areas mentioned in the other chapters.
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The proposed intervention area and sub-interventions are depicted in Figure 4.39 below. The
reader will note that all the specific required interventions identified by the stakeholders during
the workshops are linked to the constraints which were identified during the in-depth value
chain analysis.

Figure 4.39: Broad outlay of proposed interventions linked the carcass bone
and blood meal value chain
4.10.3 Assessment of proposed interventions
The objective with the following subsection is to provide a condensed background which
summarises the key constraints and opportunities that have been detected in the Value Chain
within the specific intervention area. Within the intervention area, the background is followed
by the formulation of strategic objective(s) for the intervention area, together with the indicators
for monitoring the strategic objective(s), and finally, a brief description of the proposed
interventions for this intervention area.

4.10.4 Strategic intervention area: Business models & marketing channels
4.10.4.1

Background

The majority of South African abattoirs do not have rendering and coagulation plants, and sell
condemned carcasses/blood to individual rendering plants, or discard abattoir waste
according to regulation. In order to establish a viable and feasible rendering plant, high-volume
abattoir waste is a necessity.

205

4.10.4.2

Strategic objective

“To implement a business model that optimises the utilisation of abattoir waste produced at
abattoir level”

4.10.4.3

Indicators to monitor the objective

•

New rendering plants established that are feasible and viable

•

Increase volume of blood and carcass meal exported

•

New joint ventures implemented to produce and utilise the blood and carcass meal
produced.

4.10.4.4

Proposed interventions based on constraints

Proposed intervention 1: Ensure high volumes of waste are created by increasing the
number of animals slaughtered
As previously mentioned, the yield of blood meal from cattle is estimated at 2.7 kg per
slaughter unit, and may with cautious collection, increase from 2.7 kg to 3.1 kg per slaughter
unit. Condemned carcasses represent only 0.2% of all cattle slaughtered. In order to be
successful in the industry, high-volume abattoir waste is a requirement, and this can only be
achieved by increasing the number of animals slaughtered.
Proposed intervention 2: Optimally utilise current facilities of low- and rural-throughput
abattoirs.
The carcass and blood meal industry is volume driven. However, SAMIC has indicated that
there is a large number of low- and rural-throughput abattoirs that are inefficient. In order to
procure increased volumes of abattoir waste, abattoirs should implement turn-around
strategies to efficiently utilise their current production facilities in order to produce suitable
amounts of abattoir waste.
Proposed intervention 3: Establish new rendering plants that are strategically located
near clusters of fully operational abattoirs
The in-depth value chain analysis of the carcass and blood value chain indicated that before
deregulation implemented by the National Agricultural Marketing Act of 1937, there were 40
red meat rendering plants in operation, while after deregulation, only 7 red meat rendering
plants are operational. This provides the opportunity to establish new rendering plants that are
strategically located near abattoirs that can supply abattoir waste on a continuous basis.
Proposed intervention 4: Form joint ventures with local feed companies that are willing
to invest in a rendering plant
As previously mentioned, animal feed companies make use of blood and carcass meal, and
it would be ideal if abattoirs and animal feed companies would form a joint venture to
manufacture blood and carcass meal.
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Proposed intervention 5: Expand local dog food markets
Once sufficient blood and carcass meal is being produced, new markets can be explored,
such as the pet food market. Top pet food brands currently available in South Africa are
imported from counties such as Switzerland (Hills) and France (Royal Canin), and prices are
directly linked to the exchange rate, which gives extremely expensive prices (15 kg dog food
trades at between R800 and R900.00). This provides the opportunity to manufacture good
quality dog (and cat) food locally. Typical examples are Montego Feeds and Epol that do have
a pet food division.
Proposed intervention 6: Explore African markets to export carcass and blood meal
Rendering plants can also explore African markets, as the African animal feed industry shows
an increased demand for these products.
Proposed intervention 7: Explore market linkages with soap manufacturers
Tallow is a by-product of the rendering process and is used as an ingredient to manufacture
soap. In order to add value, rendering plants can explore the soap manufacturer markets to
add more value.

4.10.5 Conclusion
From the above section, it is apparent that to be successful, high volumes of abattoir waste
constitute a necessity. This can only be obtained once the role-players in the abattoir industry
collaborate among themselves and optimally utilise their current facilities. However, it is
significant to note that after deregulation, only seven rendering plants are now operational,
providing the opportunity to establish new rendering plants. It would be a good idea if animal
feed companies and abattoirs would form a joint venture to establish rendering plants, and
this will also ensure the off-taking of carcass and blood meal produced. Oversupply of these
products could be distributed to the pet food industry, or exported.

4.11

CATTLE DUNG VALUE CHAIN ANALYSIS

4.11.1 Introduction
Cattle dung, or what is referred to as manure, is a valuable source of nutrients for use as
fertiliser and bioenergy purposes.

4.11.2 Value chain description and map
The cattle dung value chain map indicated in Figure 4.40 below illustrates the way in which
the product flows from raw material to end-markets.
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Cattle dung for bio energy production
Biogas Feeding into existing natural
gas networks or directly used by
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PRIMARY
PRODUCTION

Feedlots

Producers

Live cattle

Figure 4.40: Value chain map for bio-energy and fertiliser production
Source: Lebeko, 2017.

4.11.2.1

Product description

According to Van Averbeke and Yoganathan (2003): “the average formula for kraal manure is
found to be 3:1:4 (3). The (3) indicates that in every 100 kg of manure there is a total of 3 kg
of pure nutrients, consisting of a combination of nitrogen, phosphorus and potassium. The
3:1:4 component of the formula indicates that in manure nutrients occur in the ratio three parts
nitrogen, one-part phosphorus and four parts potassium”.
The primary fertiliser elements that play a major role in the development of agricultural crops
are those that include Nitrogen (N), Phosphorus (P) and Potassium (K), as indicated in Table
4.37 below (AfricaFertilizer.Org, 2012).
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Table 4.37: Essential elements for fertilisers
Name

Benefit

Nitrogen (N)

Gives plant the green colour, increased growth and better
yields

Phosphate (P)

Makes young plant strong, creates healthy roots,
enhances overall plant quality and leads to early crop
maturity

Potassium (K)

Produces good seeds and fruits, contributes to general
plant health, makes plant disease resistant, and supports
water uptake of the plant

Source: AfricaFertilizer.Org, 2012.
Cattle dung is also used to produce biogas, which is a renewable energy source with excellent
advantages:
•

Processes and breaks down waste products

•

Produces a clean, efficient energy source – methane

•

Produces rich fertilisers for crop production

•

Recycles clean water in the process.

Today dung is collected and used to produce biogas, which has several other names, e.g.
dung gas, mash gas, sewage gas, and swamp gas. Bioenergy comprises the production of
methane gas, a rich source of energy, the breaking down of organic waste, and generation of
energy for industrial/commercial use that is derived from biological sources (such as animal
waste plant matter).

4.11.3 Identification of facilitation activities
•

Government agencies, the agriculture sector, The DTI and ARC could work to
coordinate plans for realising the development and implementation of this value chain.

•

Coordinated effort by all stakeholders (RPO / NERPO / NAFU / LRF / DAFF) organised
Agriculture, agri-businesses, and input suppliers could provide interventions in the
communal and emerging beef production sector in a practical and digestible manner.

•

To build the bioenergy sector in South Africa, the 40% of cattle producers who are in
rural communities should be organised and trained, and form partnerships with existing
established commercial producers. Since there are cheaper digesters in the market,
these could be used by smallholder farmers and the rural communities to produce their
own bioenergy to supply at farm level.
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•

Small-scale/commercial biogas producers can use up to 25-250 Kw to generate
electricity for target markets, such as conferences, communities, abattoirs, dairy farms,
factories and farms.

•

Cooperatives could be formed by the 40% rural cattle community to purchase fertiliser
and sell it to the smallholder farmers in different regions of the country. They could also
learn the trade of making inorganic and organic fertiliser for the domestic market, and
could eventuality grow in capacity to export to neighbouring countries.

4.11.4 Conclusions and recommendations
The study disclosed that further investigation would be of significant value to future project
appraisals and cost benefit analyses relating to biodigester use in rural communities, and the
cost effectiveness associated with it. Particularly, further studies that involve local and global
environmental reimbursements, as well as the potential for increased biodigester unit
production and installation to give rise to economies of scale, would be of particular value.
Furthermore, it is also advocated that research be directed toward the consideration of
alternative technologies that could decrease capital outlay, and thus reduce the need for
financial support in relation to energy use, by converting cattle dung. It became evident that
biogas has thus far received little attention in South Africa, bearing in mind that it has the
potential to displace up to 2,500 MW of grid electricity and other thermal power supply options
in South Africa. Lack of international systems may cause market distortions, instead of
promoting the use of sustainable biofuels production. Production of “uncertified” biofuel
feedstock will continue and enter other markets in countries with lower standards, or for nonbiofuel applications that may not have the same standards.
This value chain has potential in South Africa. The smallholder entrant farmers can certainly
benefit from these two value chains (biogas and fertiliser production). Companies such as
GWK have tapped into this value chain; however, additional livestock producers are needed
to contribute to and reap the benefits of selling energy out of cattle dung.

4.12

CATTLE DUNG STRATEGY

4.12.1 Recommendations
Based on two workshops that were held with various stakeholders and role players in the
industry, the authors of this paper make the following recommendation. High capital cost is
required to establish bio-digesters, the pay-off or return on investment of which will take many
years to materialize. Only large feedlot/abattoir companies that establish bio-digesters will
reap the benefits. Hence, investing in bio-digesters will not have any positive effect or provide
an incentive to include the 40% cattle of emerging farmers into the value chain.
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CHAPTER 5: CONCLUSIONS AND RECOMMENDATIONS OF STRATEGIES IN
THE BEEF VALUE CHAIN
5.1

INTRODUCTION

The above value chain analysis of beef warrants some attention being given to an examination
of how the different value chain components could be strategically positioned. The purpose of
this section is to use strategic tools to provide direction for future interventions and priorities.

5.2

STRATEGY SELECTION THROUGH THE BOSTON CONSULTING
GROUP (BCG) MATRIX

It is sometimes difficult to make the correct, good strategic decisions. One of the methods to
assist in this regard is the Boston Consulting Group’s (BCG) Matrix. The BCG Matrix describes
the industry position in the market – it evaluates industries in comparison with the competition
and the market. It basically shows areas where an industry excels or drags behind. The BCG
Matrix assists with strategic resource allocation decisions, as in which industry sector, or
business to allocate resources, as well as deciding what resources will be needed. The BCG
concept can be explained as follows (MBA Tools, 2018).
Question marks – Quadrant I
•

The association must decide whether to focus on this area by pursuing alternative
business models and more intensive strategy (e.g. market penetration, market
development, or product development), or to sell them.

Stars – Quadrant II
•

Represents the organisation’s best long-run opportunities for capital investment, growth
and profitability.

Cash Cows – Quadrant III
•

Generate cash in excess of their needs.

•

Should be managed to maintain their strong market and financial position for as long as
possible.

Dogs – Quadrant IV
•

These compete in a slow- or no-market-growth industry.

•

businesses require a drastic turnaround strategy and new business models, and are
often liquidated, divested, or trimmed down through retrenchment.

The matrix uses market share and average growth as variables. Given the alternative
scenarios of high, medium and low, combined with the BCG matrix, different investment
decisions are made, according to the view about the future changes. The major advantage of
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the BCG Matrix is that it draws attention to the investment characteristics and cash flow, as
well as needs of an organisation’s various divisions.

5.3

BCG MATRIX APPLICABLE TO SOUTH AFRICA’S BEEF SECTOR

From the derived analysis, the following BCG-matrix is compiled for South Africa’s beef
industry, as indicated in below.

Table 5.1: South Africa’s beef BCG Matrix
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Figure 5.1 : BCG matrix applied on the selected value chains of the beef
industry of South Africa Informed subjective
According to the value chains of the South African beef industry’s BCG matrix, the value
chains are divided into the following quadrants with the strategic implications resulting from
Figure 5.1:
•

Stars: Livestock and carcasses (top long-run opportunities for growth and profitability)

•

Cash cows: Skins and hides, offal, blood and carcass meal (investment in these value
chains show great potential to generate high return on investment)

5.4

ALTERNATIVE INVESTMENT DECISIONS

In Table 5.2 below, the BCG matrix outcomes and the scenarios are combined to determine
possible future investment decisions. This dynamic may change the investment outlook
significantly, as different probabilities of future scenarios will have impacts on these decisions.
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Table 5.2: Alternative investment decisions with different scenarios and BCG
matrix quadrants
Scenario

Star

Cash cow

Question
marks

Dog

Value Chain

(Livestock,
Carcasses)

(Offal, hides
and skins,
carcass and
blood meal

(None)

(None)

High road
(Premier
league)

Invest in top
long-run
opportunities
for growth and
profitability

Invest.
Generate cash
in excess of
needs and
maintain
strong position
for as long as
possible)

An intensive
strategy (market
penetration,
market
development, or
product
development) or
to sell them

Invest with
care –
consider other
investments
with lower risk
& better
returns

Invest with
care. Generate
cash in excess
of needs and
maintain
strong position
for as long as
possible

A less
aggressive
strategy (market
penetration,
market
development, or
product
development) or
to sell them

Businesses
require
turnaround
strategies, new
business
models, can be
liquidated,
divested, or
trimmed down
through
selective
retrenchment
More
businesses are
liquidated,
divested, or
trimmed down
through
retrenchments

No need for
expanded
investment –
divests with
care

No new
investment.
Divest
gradually

No investment,
sell business

P=30 %

Medium road
(still running –
2nd league)
P=50 %

Low road
(failed state –
out of any
competition)

No investment,
businesses are
often liquidated,
divested,
retrenchment

P=20 %

5.5

CONCLUSION AND RECOMMENDATIONS

From the above section, it is apparent that the best choice for investment is reflected in the
‘stars’ category. Value chains that are categorised as stars are the livestock and carcass value
chains. From this, it can be deduced that the best choice for investment is in both the livestock
and carcass value chain environments.
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CHAPTER 6: INSTITUTIONAL DIMENSIONS
6.1

INTRODUCTION

The purpose of this study is to consider how the IDC can play a role in bringing informal rural
livestock into the formal economy. The study focuses on ways to improve efficiencies in the
production, processing and distribution of beef and beef products in South Africa. The study
aims to identify where there are bottlenecks in the rural beef value chain. Further, the study
proposes strategies to raise productivity and improve product development and the
subsequent commercialisation particularly of rural beef products.
Cognisant of the purpose of the study, this section discusses some of the institutional
dimensions that may be pertinent to a strategy for commercialising the informally produced
livestock in South Africa.

6.2

THE IDC DEVELOPMENT MANDATE

The IDC (2018) indicated the following:
The IDC was established in 1940 by an Act of Parliament (Industrial Development
Corporation Act, No. 22 of 1940) and is fully owned by the South African Government.
Initially the IDC was mandated to develop domestic industrial capacity, specifically in
manufactured goods, to mitigate the disruption of trade between Europe and South Africa
during the Second World War. In this regard, the IDC contributed to the implementation
of South Africa's industrial policy for more than 70 years and established, among others,
the petrol-chemicals and minerals beneficiation industries. The IDC stimulated large
industrial projects in these industries - acknowledged today as the cornerstones of the
country's manufacturing sector - and influenced the establishment of industries in
fabricated metals, agriculture and clothing and textiles (IDC, 2018).
The IDC's funding is generated through income from loan and equity investments and
exits from mature investments, as well as borrowings from commercial banks,
development finance institutions (DFIs) and other lenders. The IDC aligns their priorities
with government's policy direction and remain committed to developing the country's
industrial capacity, as well as playing a major role in facilitating job creation through
industrialisation (IDC, 2018).
Evidently, the IDC’s mandate is limited to finance and financing instruments that enable
industrial development aligned to South Africa’s general policy priorities. The IDC’s
strategy to commercialise informally produced livestock in South Africa is determined by
the mandate that the IDC has and is positioned to implement.
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6.3

ENABLERS IN AGRO INDUSTRIAL DEVELOPMENT

“Theoretical constructs suggest that agro industrial development requires a very specific
enabling environment to develop. The theory suggests that one of the most fundamental
issues that a government must address in formulating policies and programs for agro industrial
development in a global economy is to define its own role in fostering economic progress. The
role of the state, at its most basic level, calls for the provision of laws that define property
rights, enforce contracts and resolve disputes. In this sense, without state action, markets
could not exist. Governments can play an even larger role by investing in infrastructure that
contributes to the efficient functioning of markets.
Theoretically, a hierarchy of enabling needs that a government can consider in addressing its
role in advancing economic progress addresses provides a platform to drive and guide specific
actions or interventions by relevant stakeholder. This hierarchy specifically divides state
actions into three levels of activities that characterize and assess enabling environments for
agro-industrial enterprises. At the base of the pyramid, the state must provide essential
enablers that will make possible the function of markets and enterprises. In this category are
items such as rule of law (e.g. contract enforcement, property rights), provision of
infrastructure and a conducive trade policy. So-called important enablers are second-order
activities that the state can and often does provide, such as finance, transportation and
information. Finally, the framework defines useful enablers as sufficient but not necessary
conditions to include grades and standards, linking small farmers to formal markets and
business development services” (Christy et al., 2009).

Figure 6.1: Enablers for agro industrialisation
Source: Christy et al., 2009.
More specifically, it is noted that the range of enablers for agro-industrialisation include:
Essential enablers
•

Land tenure and property rights
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•

Infrastructure

•

Policies, tariffs and quotas for imported products.

Important enablers
•

Norms, standards, regulations and services related to production

•

Research and development

•

Financial services for agro-industries.

Useful enablers
•

Ease of Doing Business

•

Business development services

•

Business linkages.

According to Koning et al. (2013): “it is specifically noted that the environment wherein agro
industrialisation is to take place ultimately shapes the costs and risks of doing business and
by implication the competitiveness of an enterprise and its value creation abilities. Principally
a conducive enabling environment is associated with a context where firms can operate and
grow as a result of the presence, interaction and capacity of different institutions, policies and
services. Such an environment boosts the competitiveness of a business within its market. In
this regard, an enabling environment where enterprises and industries can develop and thrive
is practically an essential prerequisite for economic development.”
In the context of the IDC’s strategy to commercialise and incorporate informally produced
livestock in South Africa into the industrial red meat value chain network, the mandate of the
IDC positions the IDC in the sphere of providing one important enabler – financial services.
Clearly, the commercialisation of the IDC’s strategy to mainstream informally produced
livestock in South Africa depends on the presence or absence of other essential and important
enablers. Evidently, the commercialisation of informally produced livestock in South Africa will
be best served in the presence of the necessary and sufficient enablers, as noted here. In this
instance, an enabling environment for the development of the sector is unachievable by the
IDC alone; this requires additional stakeholders, notably the state (essential and important
enablers) and the private sector to create the environment within which the specific sector
could develop as desired.
Cognisant of the need for enablers, as pre-conditions, to encourage agro industrial
development successfully, it is evident that in the context of a strategy to commercialise
informally produced livestock in South Africa, a multi-stakeholder approach is essential for
pooling together a bouquet of required enablers. The alignment of policy in the state sphere
and a public private sector pact are arguably essential to bringing about the necessary
enabling environment for the development of the specific red meat value chain in South Africa.
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6.4

THE UNIQUE SOUTH AFRICAN SETTING

6.4.1

Policy coordination

Certainly, there is a plethora of policies and programmes in different spheres of government
and its associated entities that has a major influence on the growth and development in the
red meat value chain. In a provincial context, for example, there is still a large amount of
vagueness as to how the policies should be applied at the various levels, and even more
uncertainty as to whether these policies are aligned with the strategies and programmes of
provincial and municipal government spheres (PPC, 2012) and the private sector needs.

According to PPC (2012):
“The implementation of a range of mandates, policies and programmes is heavily reliant on
being effective and efficient governance systems and alignment across all sectors. Similarly,
interventions like the development of informally produced livestock in South Africa by the IDC
is dependent on a policy environment and policy alignment that facilitates the desired change
towards transformation of the specific sector. Against this background, some of the current
government primary goals include seeking an effective, efficient, responsive and
accountable, but more inclusive government in its planning, implementation, monitoring and
evaluation of delivery. “Effective” governance focuses on doing the things that have the
greatest impact on people’s lives. “Efficient” governance points to the need for appropriate
capacity and strong management to implement. “Responsive” governance means developing
policy which meets people’s needs. “Inclusive” governance expresses the need to have
structured partnerships amongst the social partners aimed at delivering the targeted
development outcomes”.
In developing a strategy for the IDC to transform the informally produced livestock sector of
South Africa, it is important to note that the alignment of policies in the provincial and local
context can be troublesome, notwithstanding that this is an important public sector goal and
outcome. In the context of a provincial development strategy (PCC, 2012), for example, it is
specifically highlighted that it is very difficult to know, with certainty, that alignment exists in
policymaking and implementation.
According to PCC (2012): “it is specifically noted that there has been an enormous amount of
policy formulation by government – much of which has been translated into legislation – but
there are no effective systems to constantly assess the alignment of policies across the
different sectors (community services, economy, environment, etc.) and across the different
spatial areas of the Province”.
At the same time, the need for government policies, programmes and strategies to be attuned
to the needs of the private sector is equally important. In this regard, a healthy relationship
between the state and the private sector is essential for enabling and implementing growth in
the sector.
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6.4.2

Principles in strategy alignment

6.4.2.1 Alignment and the governance continuum
In discussing policy alignment in the context of the IDC’s strategy to develop informally
produced livestock in South Africa, cognisance must be taken of some general principles
related to the alignment of public sector policy. Generally, the public sector is composed of a
mix of institutions with varying structures, mandates and accountabilities, which makes
alignment particularly difficult. In this setting, policy alignment depends on clear relationships
between the range of institutions involved in the public sector, on the one hand, and the
interaction with the private sector, on the other hand.
Academia suggests that governance should actually be considered in a governance
continuum, where the degrees of autonomy and control between institutions vary. This model
suggests that the public sector is characterised by both relational and institutional levels. The
relational dimension is typically flexible and adaptive, while the institutional dimension is bound
by rules. In this context, policy alignment depends on finding a balance between the relational
and institutional levels to ensure satisfactory alignment and the desired outcomes (Risser,
O’Neill & Cain, 2011).
A further challenge in policy alignment is the tension between the goals and outcomes that
are pursued and the institutional mandates of the public sector. Typically, government
initiatives are an expression of political will. Oftentimes, however, public sector governance is
ill-suited to effectively delivering on government initiatives because the institutional dimension
“gets in the way” – resulting in the tension described above. The result is either under delivery
on political mandates as a result of institutional “rigidity”, or pressure on the pliability of public
sector institutions to ensure politically desirable outcomes (Risser, O’Neill & Cain, 2011).
True policy alignment, therefore, depends on finding a balance between the relational and
institutional levels in the public sector on the one hand, and on the political will of governments
and institutional bounds of the public sector on the other hand. These principles deserve noting
in the context of ensuring the future and success of the provincial agro-processing strategy.

Key factors in programme and policy alignment
Cognisant of the alignment challenges that accompany the public sector and the natural
tension between political will and the institutional fabric of the public sector, a number of key
factors in policy and programme alignment are noted (Risser, O’Neill & Cain, 2011).
Intangible factors that are key to success of government initiatives include:
•

Political support

•

Power relations

•

Buy-in and ownership

•

Organisational cultures

•

Clarity of vision/objective.
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Tangible factors also matter (though unlocking them often depends on intangible factors):
•

Resources (financial and human)

•

Institutional form (degree of autonomy).

Policy alignment will succeed when:
•

A clear vision exists (and is stated)

•

Buy-in is achieved

•

Linkages are understood

•

Ownership is assigned and accepted

•

Cultures are permeable to change

•

Awareness/early warning is present.

Policy alignment challenges:

6.5

•

Generating and maintaining political support

•

Prioritising objectives

•

Aligning mind-sets

•

Overcoming inertia

•

Linking measures to outcomes and not outputs.

ALIGNMENT IN DEVELOPMENT

Policy alignment remains challenging, given the characteristic inertia at the institutional level
of the public sector. Policy alignment through adjustments in institutions and their rules is
therefore probably the most challenging and unsatisfactory route to achieving alignment.
Conversely, adjustments at the relational level of public sector institutions and their rules can
provide a foundation for policy alignment (Risser, O’Neill & Cain, 2011).
Whereas this strategy to develop informal livestock production in South Africa is conscious of
the range of national and provincial mandates and imperatives that guide agro industrial
development in South Africa, inherent system challenges remain in terms of ensuring
alignment between spheres of government and the private sector. Alignment and what it would
like to achieve may be the most influential aspect of successfully implementing the provincial
agro-processing strategy.
Mindful of the potential role that relational alignment (as opposed to institutional alignment)
can play in delivering on government’s goals and objectives within the challenges presented
by public sector complexity, it is suggested that the IDC should ensure a presence on all multistakeholder platforms in the private and public sectors. These specifically also include
engaging with the very extensive network of stakeholders that represent the various interests
of the red meat sector in South Africa Figure 6.2 (regional entities including the Global
Roundtable for Sustainable Beef and all platforms in government).
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Figure 6.2: Red meat industry structures
Source: Red Meat Industry Forum.
The key remains that alignment between spheres of government internally and with the private
sector externally is essential to prevent a lack of service deliver and accountability and a
contestation of the rights and responsibilities within and across all tiers of government.
Achieving alignment, as discussed in this section, is therefore essential for ensuring that the
goals of government and the private sector are achieved.
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CHAPTER 7: FINANCE
7.1

INTRODUCTION

There is general consensus that emerging farmers in South Africa find it difficult to access
commercial finance. Various joint venture projects exist and through these partnerships,
finance has been accessed. Value chain finance is a form of finance that emerging farmers
can gain access to. Value chain finance is best described by Miller and Jones (2010) as “the
flows of funds to and among the various links within a value chain”. Actors in the agricultural
value chain have short-, medium- and long-term capital requirements for financing the various
functions they perform in the value chain.

7.2

FINANCIAL ATTRACTIVENESS

Financial attractiveness depends on a combination of farm property prices, breeding material
prices, slaughter animal prices, debt and repayment ability, profitability, capital requirements,
productivity and management skills, and fixed cost structure. Table 7.1 below reflects many of
the factors influencing financial attractiveness.

Table 7.1: Influence of different factors on financial attractiveness
Factor
Debt and Interest Rate

Low Impact

Moderate Impact High Impact

√
√
√

Repayment capacity
Start Up costs
Price of produce

√
√

Demand
Exchange Rate

√

Fixed Cost Structure
Genetics

√
√

Feeding supplements

√
√
√

Animal Health
Management Skills
Cash Flow
Economy of scale (with
debt)
Economy of scale (without
debt)
Climate (droughts)

√
√
√
√

Source: Badenhorst, 2017.
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7.3

SUPPLY CHAIN RISKS

The key supply chain risks than could have an impact are the following:
•

Supply risk: The highest risk involved is the sufficient throughput of live animals through
any processing facility, as the fixed operations costs are extremely high.

•

Production risk: Risk are mainly linked to natural causes such as droughts and climate
change patterns, and to high start-up capital needs and repayment capacity, exchange
rate changes due to macro-economic and political environment changes, interest rate
changes, lack of control over prices received for produce, and livestock losses due to
predators and diseases. Production risks at feedlots and abattoirs are fairly low, given
that the agents of feedlots and abattoirs have many years of experience when identifying
potential animals for procurement. Feedlots and abattoirs are the suppliers/“primary
producers” of skins and hides, offal, carcass blood meal and cattle dung.

•

Price margin risk: Price margin is the variance between buy-in price of inputs and
selling price of produce. This is critical due to the uncertainty in potential meat price
variations.

•

Sales and market risk: The market is mainly driven by supply and demand. During
December months, consumers spend large amounts on meat products, resulting in an
increase in demand. Abattoirs might run out of enough animals to slaughter during that
time. In contrast, during times of low demand, the throughput might be too low to cover
fixed operational costs. This influences the entire beef value chain and the actors
involved.

•

Management risk: The authors are of the opinion that the quality of management of
individual value chain actors is of high standard.

•

Other risks: There are major concerns about water and electricity availability in the
medium to long run. Other risks include disease outbreaks in feedlots and feed supply
breakdown.

7.3.1

Availability of financing

Commercial banks and the Land Bank provide generic short-, medium- and long-term financial
instruments to agro-processors and producers. These are tailor made according to the needs
of the client and the credit assessment criteria of the bank. Medium-term loans can be used
to purchase livestock (cattle). These criteria include issues such as collateral, cash flow,
repayment ability, management, and industry outlook. It is anticipated that a higher level of
sophistication with regard to financial instruments will develop as the risk appetite for agroprocessing improves. Commercial banks are prepared to take equity stakes through their
investment banking departments, depending on the profitability and feasibility of the particular
project. Table 7.2 below describes the various important financial instruments required
throughout the value chain segments, and the availability thereof in the market.
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Table 7.2: An Indication of financial instruments required and available
Value Chain Financial Instruments required
Financial Instruments available
Actors
Primary
Short-term (production loan),
Overdraft, input finance, hire
producers medium-term (moveable assets) and
purchase, farm bonds, large
long-term products (land and fixed livestock finance, current account
assets)
Input
Short-term (operating capital),
Overdraft, medium-term (hire
suppliers
medium-term (hire purchase) and purchase, business revolving credit
long-term products (land and fixed plan, large livestock finance) and
assets), hedging instruments
long-term products (land and fixed
assets)
Feedlots
Overdraft (operating capital), hire
Overdraft, project/input finance,
purchase, medium-term and longequity finance, hire purchase,
term products, hedging instruments medium-term (business revolving
credit plan) and long-term products,
structured finance
The actors in the various value chains who perform specific functions have specific financial
needs that require certain financial instruments. These needs are currently accommodated by
the more generic financial products, as well as tailor-made products for specific
circumstances. It does, however, require a level of flexibility and support within the appropriate
tools to avoid compromising risk or repayment ability. These tools include contractual
arrangements, warehouse certificates, insurance, sound service and support by trained staff,
value chain and agriculture finance knowledge, harmonised food and health regulation, nontrade border issues, and trade finance.
The National Emergent Red Meat Producers Association (NERPO) provides a range of
services to emerging farmers. These services include arranging admission to finance and
access to markets. The financing is made possible through a concessionary Micro Agricultural
Financial Institutions of South Africa (MAFISA) wholesale loan from the Land Bank. They also
provide formal training and practical field mentoring that focuses on the herd improvement of
emerging farmers. When farmers are organised into formal structures, such as associations
or cooperatives, they tend to gain better access to the market and financial assistance from
government (De Klerk et al., 2013).

7.3.2

Financing gaps

Although there are various options available for obtaining a loan, it is still problematic for the
smallholder farmer. This is especially applicable to those who have land tenure security
issues. Private sector financing needs to adjust products and instruments to accommodate
emerging farmers in their quest to become commercial farmers.
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7.3.3

Business Environment and Socio-political Context

7.3.4

Introduction

South Africa has enjoyed relative political stability since 1994, when it became a fully
democratic country. The South African constitution allows for an impartial corruption
watchdog, the Public Protector, and the observance of human rights, gender equality and the
compensation for land rights. South African is characterised by a relatively stable macroeconomic and pro-business environment.

7.3.5

Business environment

The South African real GDP grew by about 1.6% in real terms between 2012 and 2016 (The
Economist Intelligence Unit, 2017). The banking and financial services sector of South Africa
is stable and withstood the 2008 global financial catastrophe well. The mature nature of the
South African economy is demonstrated by the mix of the economic sectors (International
Trade Administration, 2017):
•

Primary (including agriculture, fishing and mining)

10%

•

Secondary (manufacturing, construction and utilities)

21%

•

Tertiary (trade, transport and services)

69%

The World Bank’s “Ease of Doing Business Index” ranked South Africa 76 out of 190 countries
in 2016. However, The Economist Intelligence Unit (2017) projected that South Africa’s
business environment would improve slightly between the period from 2016 to 2020. This
improvement will be driven by a sound banking sector, fiscal and monetary discipline, ongoing
investment in infrastructure, and a steady growth in the black middle class. On the other hand,
companies face numerous challenges, such as shortage of skilled labour, frequent strikes,
strict labour laws, high crime rates, and the need to comply with Black Economic
Empowerment (BEE) regulations. Policy uncertainly is a further constraining factor,
particularly pertaining to land reforms, a draft expropriation law, and a pending foreign direct
investment law that limits recourse to international arbitration (The Economist Intelligence
Unit, 2017).
The main goals of the South African government’s economic policy include boosting growth,
employment creation, promoting black economic empowerment, and reducing equality, while
maintaining fiscal and monetary discipline (The Economist Intelligence Unit, 2017).
Policymakers face the difficult task of boosting economic growth within a context of global
uncertainty, while avoiding macro-economic imbalances. Adding to the challenge, South
Africa’s loss of its investment-grade credit ranking will dent confidence and may lead to tighter
monetary policy.

Product and trade regulations
The South African red meat industry was deregulated in 1992 and import control was
subsequently abolished in 1994. At the moment, the only interventions by the government in
the red meat industry are issues linked to health and phyto-sanitary measures and tariff
protection (Neethling, 2005a). The Red Meat Producers Organisation (RPO), the Red Meat
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Abattoir Association (RMAA), and the Association of Meat Importers and Exporters (AMIE)
are jointly responsible for promoting the production and marketing of red meat in South Africa.
Thus, AMIE is responsible for promoting and monitoring meat exports and imports,
emphasising risk reduction and complexities related to the marketing of meat (Webb, 2013).
These organisations have done well regarding the exportation of meat to different countries
across the world (Webb, 2013).
South Africa is a signatory member of the World Trade Organization (WTO), the World
Organisation for Animal Health, the Codex Alimentarius Commission, and the
Intergovernmental Panel on Climate Change. These organisations aim to harmonise the
standards for food imports and exports. The South African Department of Agriculture, Forestry
and Fisheries (DAFF) promotes high sanitary and phytosanitary standards in the trade of
animal and plant products. In addition, DAFF implements programmes intended to address
cross-cutting standards and legislative requirements for food safety, quality, and plant and
animal health.
South Africa has strong economic links with Southern African countries through the Southern
African Customs Union (SACU) and Southern African Development Community (SADC).
SACU made its market accessible to the SADC countries by fulfilling its pledges to reduce
tariffs under the SADC Trade Protocol. South Africa has free trade agreements with the
European Union (EU) and the European Free Trade Association (EFTA). Similarly, South
Africa has a preferential trade agreement with MERCOSUR, consisting of Brazil, Argentina,
Paraguay and Uruguay. These trade agreements are important as South Africa seeks to build
trade and investment relationships with strategic countries.

Public and private service provision
Marketing channels for emerging black beef farmers are the same as for commercial farmers,
namely feedlots, abattoirs, agents and speculators. Infrastructure and business activities are
available to them and are accessible through a well-structured system of auctions and agents
that is currently operating and available to commercial farmers throughout South Africa.
Marketing and infrastructure for communal farmers is considered inadequate due to the
following reasons:
•

Absence of infrastructure, such as auction sale pens, loading and off-loading ramps,
and bad and inadequate road networks in extremely rural areas.

•

Lack of institutional marketing arrangements due to the absence of registered
marketing agents and organisers, marketing information, and value-adding
activities, like feedlots within easy reach

•

Low volumes and poor-quality animals

•

Long distances to markets

•

High crime rate in some areas.

Overall, The Economist Intelligence Unit (2017) projects that the environment for private
enterprise will stay largely accommodating and that opportunities for public–private
partnerships will arise, although a new foreign direct investment law, when implemented, may
limit recourse to international companies. The five main credit sources for farmers in South
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Africa include: agricultural cooperatives and agribusinesses (9%); banks (56%); the Land and
Agricultural Development Bank of South Africa (the Land Bank) (30%); private creditors (3%);
and other creditors and financial institutions (2%).
Micro Agricultural Financial Institutions of South Africa (MAFISA) adds to the South African
government’s overall commitment towards the social upliftment of communities by assisting
both farm and non-farm beneficiaries, such as farm workers and small-scale land owners. The
Farmer Support Programme provides support to inspire economic and market development
for sustaining sufficient on-farm incomes, which supports stability, competitiveness, growth
and transformation in the agricultural sector (Vink, Van Rooyen & Karaan, 2012). Although the
government has been devoted in funding schemes such as CASP and MAFISA, not many
successful and progressive interventions can be identified (Van Niekerk, Stroebel, Van
Rooyen, Whitfield & Swanepoel, 2011).
Most private-sector support (seed companies, cooperatives etc.) tends to be given to
commercially viable agricultural actors, particularly those termed ‘emerging farmers’. To the
contrary, government focuses on individuals. Generally, the private sector overlooks resourcepoor small-scale farmers in favour of the financially viable emerging producers (Hart, 2008).
Agricultural extension capacities vary considerably across the provinces. Generally, farmers
are very critical of the extension capacity of provincial departments of agriculture. Farmers are
also of the view that extension personnel do not have basic project management skills
(Tregurtha & Vink, 2008). Some departments do not have suitable extension and support
services available for helping new farmers. South Africa has about one third of the required
number of extension personnel to meet its development targets, and moreover, about 80% of
the current extension personnel are not adequately trained (Phuhlisani, 2008).
The 2000 data shows that from 1993 to 2000, agricultural R&D investment, expressed as a
percentage of agricultural GDP, increased from 2.63% to 3.04%, and this level is well above
international norms (Tregurtha & Vink, 2008). However, there is anecdotal evidence that
seems to suggest that this level of support has been declining in recent years and that funding
for agricultural R&D is limited (Tregurtha & Vink, 2008). Government continues to be the main
source of funds for agricultural R&D, which are augmented by the sale of goods and services
and by support from producer/commodity organisations. Donor contributions are insignificant
in comparison with other funding sources (Flaherty, Liebenberg & Kirsten, 2010). Given that
the South African national agricultural research system is complex, the available R&D
resources may not necessarily be used efficiently (Tregurtha & Vink, 2008).
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CHAPTER 8: INVESTMENT OPPORTUNITIES
8.1

INTRODUCTION

Future investment opportunities require feasibility studies to be done on new ventures that
address, among other issues, the market and supply issues, the enabling environment, the
return of investment, and risk analysis. Investment must be in line with the policies that could
stimulate the economy and create job opportunities. This, therefore, also requires government
support and buy-in. It includes expanding current businesses, new ventures and should be
future orientated. The possibility of contributions being derived through public–private
partnerships and Intra Governmental Payment and Collections (IPAC) systems should be
investigated. It is an imperative that there be a sound understanding of the value chain and
the value chain actors and their interdependencies.
After the completion of the in-depth value chain as well as the second-round workshop which
was held on the 1st November 2017 at University of Pretoria, and the sector growth strategy
was that was applied to each of the value chains analysed, the following conclusions were
made by the research team:
•

Interventions that could be made in the primary livestock sector would have an
enormous (positive) impact on the beef industry overall and provide the option to include
the 40% cattle of emerging farmers as well.

•

There is still a continuous demand for good quality weaners that comply with the
standards of the feedlots, and this is reflected in the price paid per kg

•

The processing sector of the beef industry is already well-developed and is wellfunctioning.

•

The processing sector of the beef industry depends on the feedlots for supply.

•

Most of the large feedlots are also the owners of large abattoirs, with some including
tanneries

•

To be successful in the processing sector (feedlots, abattoirs, and meat processing
plants), it is a necessity to include highly skilled technical people as part of the day-today management team of the specific business

•

The total capacity of South African abattoirs is currently estimated at 600%.

From the above facts and figures, as well as the BCG matrix that was previously discussed in
Chapter 5, the primary livestock value chain is identified as being the most appropriate value
chain for future interventions that would have a positive effect on the South African beef
industry, overall. The primary livestock value chain also shows the most potential for including
the rural livestock into the formal economy. Therefore, this chapter will focus primarily on
interventions and investment opportunities regarding the primary livestock value chain per se.
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Execution of interventions
Interventions could be executed by using the following methods:
•

Seeking investments from both local and international investors

•

Forming public–private partnerships

•

Obtaining the “buy-in” from the government

•

Developing an IPAC System.

Intervention categories
These interventions can take place in either of the following categories:
•

Livestock production and marketing channels

•

Transfer of production and technology and support service delivery

•

Regulatory and institutional framework conditions/support service environment.

Intervention and investment opportunities, as well as risk involved of each of the above
categories, will be discussed in the next section.

8.2

PROPOSED INTERVENTIONS IN THE LIVESTOCK PRODUCTION AND
MARKETING CHANNELS

Interventions in the livestock production and marketing channels will help “to build an efficient,
sustainable and profitable agri-business supply chain accessible in communal areas to fulfil
the basic needs of input supply and also provide a sustainable marketing channel or outlet for
market-ready livestock produce”.
In order to achieve the above strategic goal, the following interventions are suggested:
1. Establishment of retail or other service outlets at central locations or towns to improve
input supply efficiency and accessibility.
2. Establishment of weaner collection centres/holding kraals and facilities at central locations
to improve collection efficiency and reduce costs.
3. Establishment of a monthly auction/trading house in larger centres to increase efficiency
of supply to feedlots / agents / traders and abattoirs.
4. Forming business partnerships with existing feedlot/abattoir owners.
In the next section, the following models will be applied regarding each intervention as listed
above: SWOT analysis and Osterwalder’s business model. The SWOT Analysis is a valuable
technique for gaining an understanding of the intervention strengths and weaknesses, and for
identifying both the opportunities and threats. Osterwalder’s business model demonstrates
how the different parts of an organisation work together and ultimately generate value, and is
based on nine building blocks.
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8.3

ESTABLISHMENT OF A RETAIL SERVICE OUTLET AT CENTRAL
LOCATIONS THAT SUPPLY IN-PUT PRODUCTS

SWOT Analysis
Table 8.1: SWOT analysis of a service outlet at central locations
Strengths
•

•

These outlets are most of the time
an addition to or another branch of
a co-op and have a stable
financial/cash
flow
back-up
system.
These
stores
will
provide
emerging farmers with access to
supplementary feeds, such as
licks, as well as animal healthrelated products.

Opportunities
•

Trading days can be changed
from five days a week to one day
a week.

•

People place orders in advance
and have an opportunity to have
access to a larger variety stock

•

Will aid farmers to improve the
quality of livestock produced that
can enter the formal livestock
value chain.

Weaknesses

Threats

•

Small retail/service outlets have
limited stock available.

•

Opening credit accounts may be
categorised as high risk.

•

Often these retail/service outlets
make a loss and close down
within a short period of time.

•

•

Agri-businesses struggle to find
employees willing to manage or
work at such a business in a
remote area.

Limited farmers will make use of
this facility, and rather travel a
farther distance to access larger
retail outlets when they need the
specific product.

•

Monthly fixed costs are mostly too
high to be financially feasible and
viable in the long run.
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Osterwalder’s business model
Overview of Osterwalder’s business model
As previously mentioned, the business model developed by Osterwalder et al. (2010) contains
nine building blocks, which are identified as customer segments; value proposition; channels,
customer relationships; revenue stream; key resources; key activities; key partnerships; and
cost structure. A discussion of each different segment is set out below.

Figure 8.1: Business model canvas
Source: Osterwalder, Pigneur and Smith, 2010.
1. Customer segments
It is essential to understand that customers constitute the heartbeat of a business, and
therefore of a business model. Without customers, business cannot function at all. Therefore,
a company should be clear as to which customer segment it wants to serve, what value
offering it would like to deliver, and what customers it would like to ignore. Keep in mind that
the customers’ specific needs have to be understood before the business model can be
developed (Osterwalder et al., 2010).
2. Value propositions
A business value proposition offers a clear explanation of the services and products that will
produce value for a certain customer segment. These value propositions will solve a client’s
problem or satisfy a client’s need (Osterwalder et al., 2010).
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3. Channels
Decent relationships with customers are essential for any business. In order to maintain good
relationships with customers, good communication practices should be in place. Touch points
that are set in place in order to communicate with the customers and that deliver the value
propositions are termed ‘channels’ (Osterwalder et al., 2010).
4. Customer relationships
The customer relationships block delivers a description of the type of relationship the company
wants to sustain with each customer segment. These relationships will also have an influence
on the overall customer experience (Osterwalder et al., 2010).
5. Revenue streams
This building block puts the emphasis on the revenue streams that will result from each
customer segment. The business should try to calculate the amount of value that each
customer segment will be willing to pay. A precise determination will allow the business to
access one or more income streams for each customer segment. Note that each income
stream could have dissimilar pricing mechanisms, such as market dependence and fixed-list
prices, or use volume-dependent mechanisms (Osterwalder et al., 2010).
6. Key resources
In order to run a company productively and successfully, certain resources are needed. Key
resources make it possible for a business to offer and create a value proposition. This helps
a business to reach its markets, maintain relationships with customer segments, and generate
profits. The specific resources that are needed will depend on the kind of business model that
is used. Key resources can be intellectual, financial, human or physical. A business can either
own the resources that it needs or lease them from other companies (Osterwalder et al., 2010).
7. Key activities
In each business, there are certain key activities that have to be completed in order to make
the business model work. These key activities help the business to offer and create the value
proposition, to get access to markets, to support and maintain relationships with client
segments, and to earn a profit. Keep in mind that the key activities will differ from one business
model to the next. Key activities can be classified as those relating to problem solving,
networking, or production (Osterwalder et al., 2010).
8. Key partnerships
The key partnerships building block designates the kind of relationship that the company
needs to have with its key suppliers and partners in order to make the business model
successful. Businesses initiate partnerships for numerous different reasons, such as to reduce
risk or obtain resources. For most businesses, their key partnerships are a cornerstone of their
business model. Four types of partnerships can be identified and are listed below (Osterwalder
et al., 2010):
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•

Strategic alliances between non-competitors

•

Competition: strategic partnerships between competitors

•

Joint ventures to develop new businesses

•

Buyer–supplier relationships to assure reliable supplies.

9. Cost structure
The cost structure building block explains the important costs that may be incurred under a
certain business model. Keep in mind that creating and delivering value, maintaining good
customer relationships, and generating revenue all involve some costs to the business. These
costs can be estimated after defining the key resources, the key activities, and the key
partnerships of the business model. Keep in mind that some business models involve costs
additional to or higher than those of other business models (Osterwalder et al., 2010).

Application of the Osterwalder business Model
The most significant element that stands out regarding the business model of a retail service
outlet is the value proposition, in this case, identified as: emerging farmers do not need to
travel far distances any more to get access to input supplies. This is illustrated in Figure 8.2,
which sets out a business model canvas of the potential opportunities regarding the
establishment of retail service outlet at central locations.

Figure 8.2: Business model canvas of the establishment of retail service outlet
at central locations that supply in-put products
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Although agri-business may suggest that a brick and mortar store would not be that
economically feasible, there is always the opportunity to implement a mobile retail store.

Figure 8.3: Business model canvas of the potential opportunities regarding the
establishment of retail service outlet at central locations
Figure 8.4 indicates the risks involved regarding the establishment of retail service outlet.

Figure 8.4: Business model canvas of the potential risks regarding the
establishment of retail service outlet at central locations that supply in-put
products
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8.4

ESTABLISHMENT OF WEANER COLLECTION CENTRES / HOLDING
KRAALS AND FACILITIES AT CENTRAL LOCATIONS

The SWOT Analysis is set out in Table 8.2 below.

Table 8.2: SWOT analysis of the establishment of collection centres/holding
kraals and facilities at central locations
Strengths

Opportunities

•

A holding kraal will supply enough
cattle to make it economically
feasible and viable for feedlots to
send trucks to the rural areas

•

Will provide an opportunity for
emerging/communal
farmers
livestock to enter the formal beef
livestock value chain

•

Weaners will be backgrounded
(obtain the correct body condition
applicable to feedlot standards)

•

Opening new marketing channels
such as feedlots, auctioneer
companies and abattoirs

•

Holding kraals will have the
correct beef cattle handling and
loading facilities available
Weaknesses

Threats

•

Proper management of holding
kraals might need to make a huge
effort in terms of the following:

•

Efficient
management
emerging farmers’ cattle

•

Efficient management of feed flow
programme

•

Efficient management of the cash
flow of the holding kraal

•

Traders in the beef industry are
unenthusiastic
to
conduct
business with emerging farmers
due to the increased transaction
costs
involved
and
poor
infrastructure such as loading
facilities

•

It is a logistical nightmare for
feedlots/auctioneer
companies
and abattoirs to economically
collect a full truckload from
various points of collection

of

Osterwalder’s business model
From Figure 8.5 it is clear that the implementation of holding kraals will provide a central facility
where animals are collected and provide access to further marketing channels.
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Figure 8.5: Business model canvas of the collection centres/ holding kraals
and facilities at central locations
The largest opportunity will be networking, as well as improved contact made with
feedlot/auctioneer and abattoir agents, as illustrated in Figure 8.6.

Figure 8.6: Business model canvas of the potential opportunities regarding the
establishment of collection centres/holding kraals and facilities at central
locations
From Figure 8.7, it is evident that the largest risk involved is that emerging farmers might
decide to stop collaborating and still continue to market their cattle through the traditional
marketing channels.

236

Figure 8.7: Business model canvas of the potential risks regarding the
establishment of collection centres / holding kraals and facilities at central
locations
The authors are of opinion that holding kraals can only be successfully implemented if
everyone in the community collaborates.

8.5

ESTABLISHMENT OF A MONTHLY AUCTION/TRADING HOUSE IN
LARGER CENTRES TO INCREASE EFFICIENCY OF SUPPLY TO
FEEDLOTS / AGENTS / TRADERS AND ABATTOIRS

The SWOT Analysis is reflected in Table 8.3 below.

Table 8.3: A SWOT analysis of the establishment of a monthly auction/trading
house in larger centres to increase efficiency of supply to feedlots / agents /
traders and abattoirs
Strengths
•

•

Cattle will be sold with the weight
taken into consideration, and
farmers will have the option to
either withdraw from the bid or sell
for the specific price
This marketing platform is
transparent for both farmers and
buyers

Opportunities
•

Provide an additional marketing
platform for emerging farmers that
is more easily available

•

Will provide a direct entry point for
emerging/communal
farmers’
livestock to enter the formal beef
livestock value chain
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Weaknesses
•

Cattle and weaners that are
underweight/overweight
and/or
too old will not receive an optimal
price

•

Cattle
from
mainly
Nguni/Afrikaner background will
not receive premium prices

•

In order to be financially and
economically
feasible,
large
numbers of good quality livestock
that are on par with the
feedlot/abattoir
standards
constitute a necessity

Threats
•

Feedlot/abattoir owners will not
make the effort to attend monthly
auctions where limited numbers of
good
quality
livestock
are
available

Osterwalder’s business model
The implementation of a monthly auction at larger centres provides another marketing platform
for emerging farmers, and is illustrated in Figure 8.8.

Figure 8.8: Business Model Canvas of the establishment of a monthly
auction/trading house in larger centres
Figure 8.9 indicates that, although a monthly auction could create another marketing platform,
it could also create more jobs in the local community.
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Figure 8.9: Business model canvas of the potential opportunities regarding the
establishment of a monthly auction/trading house in larger centres
Figure 8.10 illustrates the risks involved regarding a monthly auction. The authors of this paper
are of opinion that limited numbers of bidders will attend an auction where a limited supply of
cattle is available.

Figure 8.10: Business model canvas of the potential risks regarding the
establishment of a monthly auction / trading house in larger centres
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8.6

ESTABLISHMENT OF BUSINESS PARTNERSHIPS WITH EXISTING
FEEDLOT / ABATTOIR OWNERS

The SWOT Analysis is reflected in Table 8.4 below.

Table 8.4: SWOT Analysis of business partnerships with existing feedlot /
abattoir owners
•

Strengths
Feedlot/abattoir
owners
are
willing to participate in business
partnerships

•

Award BEE points for existing
feedlot/abattoir owners

•

Provide volume of livestock
(sufficient
supply
for
feedlots/abattoirs)

•

Provide access to good genetic
breeding
material
(emerging
farmers)

•

Provide
support

•

Will aid with production input costs
regarding emerging farmers

•

access

to

•

•

Emerging farmers can expand
their current operations

•

Emerging farmers
opportunity
to
successfully

•

Will be able to buy land in their
own name

financial

Weaknesses
Feedlot/abattoir owners struggle
to find emerging farmers who are
willing to collaborate on their
terms

•

The
time
and
effort
feedlot/abattoir invest in emerging
farmers are not reflected in the
livestock produced

•

Feedlot/abattoir owners should
have sufficient capacity available
in terms of cash flow and
employees to assist with this
business model

Opportunities
Training of emerging farmers in
order to produce good quality
livestock that is on par with
feedlot/abattoir standards (skills
transfer)

•

•

have the
graduate

Threats
New partners/emerging farmers
who do not follow the programme
of the new business model
Emerging
farmers/business
partners who do not meet their
financial obligations.
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Osterwalder’s business model
Figure 8.11 indicates that business partnerships would successfully include emerging farmers’
cattle in the formal economy.

Figure 8.11: Business model canvas of the establishment of business
partnerships with existing feedlot / abattoir owners
Figure 8.12 indicates that emerging partners would benefit from one-to-one relationships that
are created during the process.

Figure 8.12: Business model canvas of the potential opportunities regarding
the establishment of business partnerships with existing feedlot / abattoir
owners

241

The reader will know that risks are always associated with new projects. From Figure 8.13, it
is evident that the attitude of business partners plays a significant role.

Figure 8.13: Business model canvas of the potential risks regarding the
establishment of business partnerships with existing feedlot / abattoir owners

8.7

PROPOSED INTERVENTIONS REGARDING THE TRANSFER OF
PRODUCTION, TECHNOLOGY AND SUPPORT SERVICE DELIVERY
INVESTMENT OPPORTUNITIES AND RISKS INVOLVED

Enhancement in the process to transfer production, technology and support service delivery
will aid to “build technical and business (farming enterprises) management capacities for
efficient primary production practices in the beef value chain”. In order to reach the above
strategic goal, the following interventions are suggested:
•

Creating sustainable and profitable beef production farming enterprises through
skills transfer on veld management practices, as well as genetic / feeding/ herd
health/ management / infrastructure enhancements

•

Involving input suppliers in technical programmes

•

Involving commercial mentor farmers for communal and emerging farmers

•

Implementing production and product flow information systems

However, the above-mentioned interventions can be combined into one large business
intervention, such as the development and implementation of a holistic/comprehensive skills
transfer programme that is supported by the industry’s stakeholders.
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8.7.1

The development and implementation of a holistic / comprehensive
skills transfer programme that is supported by the industry’s
stakeholders

The SWOT Analysis is reflected in Table 8.5 below.

Table 8.5: SWOT analysis of a holistic / comprehensive skills transfer
programme that is supported by the industry’s stakeholders
•

Strengths
This programme will assist the
South African Government to
reach its strategic goals that are
set
out
in
The
National
Development Plan: A vision for
2030.

•

Will help with capacity building of
emerging farmers

•

This programme will assist
farmers to implement sustainable
and profitable beef production
systems

•

Weaknesses
Only emerging farmers who are
willing to participate in this
programme will benefit in the long
term.

•

A one day fit it all syllabus would
not cover all the topics.

•

Multiple day class sessions may
become too expensive

•

Opportunities
This
holistic/comprehensive
programme
will
have
the
opportunity
to
implement
mentoring programmes that will
assist
farmers
to
become
graduates

•

If this programme is well
implemented, the benefits will be
more than the inputs in terms of:

•

Improved grazing management
practices

•

Increased numbers of emerging
livestock that enter the formal
value chain

•

Job creation

•

Threats
Emerging farmers will be reluctant
to attend classes that take them
too long away from the farm

•

Funding for these skills transfer
programmes
is
always
problematic

•

Government
departments
implement parallel skill transfer
programmes that are applied in
silo format
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Osterwalder’s business model
Figure 8.14 shows the potential for implementing a skills transfer programme.

Figure 8.14: Business model canvas of the development and implementation
of a holistic / comprehensive skills transfer programme
From Figure 8.15, it is evident that implementing a skills transfer programme would assist to
reach the NDP goals of the South African Government.

Figure 8.15: Business model canvas of the potential opportunities regarding
the development and implementation of a holistic / comprehensive skills
transfer programme
Figure 8.16 indicates the potential risks involved regarding the implementation of a holist skills
programme.
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Figure 8.16: Business model canvas of the potential risks regarding the
development and implementation of a holistic/comprehensive skills transfer
programme

8.7.2

Regulatory and institutional framework conditions/support service
environment investment opportunities and risks involved

A regulatory and institutional agricultural framework, where an enabling environment through
government policy on land reform and tenure is created, that is conducive to inclusiveness,
food security and strengthening of the livestock value chain, is of utmost importance. This can
be achieved by having the following strategic objective in mind:
“Create an enabling environment, conducive to growth of the value chain by confirming and
strengthening institutional framework and policy with also representative private sector
associations as well as public–private dialogue and cooperation platforms. To strengthen the
value chain through research, animal health and traceability/bio-security, skills transfer,
financing and title deeds, as well as marketing channels (including export) and import control
measures (quality and safety, as well as import levies)”.
In order to reach the above strategic goal, the following interventions are suggested:
•

Transformation and land re-distribution programmes to be associated with the
mentioned service support delivery, as well as securing infrastructure, credit terms
and the availability of marketing channels

•

Support value chain related public–private dialogue and cooperation

•

Full implementation and control of the veterinary strategy

•

Understanding, supporting and expanding research programmes to strengthen the
value chain.
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After re-evaluation of the above-mentioned interventions, the authors of this paper believe that
the availability of marketing channels has already been adequately addressed in the prior
sections of this chapter. From the remaining interventions, the full implementation and control
of the veterinary strategy intervention is regarded as being the most significant intervention.
Therefore, the next section will be focused on the latter.

8.7.3

Full implementation and control of the veterinary strategy

SWOT Analysis

Table 8.6 SWOT analysis of the implementation and control of the veterinary
strategy
Strengths
•

Farmers will have access to state
veterinarians who could assist
them with the necessity skills and
knowledge in terms of animal
health management practices

•

Will aid with the control of disease
outbreaks, especially in the rural
areas.

•

An overall healthier beef herd in
South Africa

Opportunities
•

Higher numbers of emerging
farmers livestock will be able to
enter the formal livestock value
chain

•

Emerging farmers may start to
explore better markets and have
the option to adhere to traceability
systems

Weaknesses
•

•

Graduate veterinarians, who form
part of the execution of veterinary
strategy programme, are still
amateurs
State Government has limited
infrastructure
available
to
successfully
implement
the
veterinary strategy on an optimal
level.

Threats
•

The State Veterinary Department
has to depend on the State for
funding.

•

Funding allocated to the State
Veterinary Department is highly
volatile
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Osterwalder’s business model
Figure 8.17 indicates the potential of a veterinary strategy.

Figure 8.17: Business model canvas of the implementation and control of the
veterinary strategy
Figure 8.18 indicates the opportunities involved regarding the implementation of a veterinary
strategy.

Figure 8.18: Business model canvas of the potential opportunities regarding
the implementation and control of the veterinary strategy
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Figure 8.19 indicates the risks involved regarding the implementation of a veterinary strategy.

Figure 8.19: Business model canvas of the potential risks regarding the
implementation and control of the veterinary strategy

8.8

INVESTMENT OPTIONS AND RECOMMENDATIONS

8.8.1

BCG matrix

As previously mentioned, the Boston Consulting Group (BCG) Matrix describes the industry
position in the market. It also evaluates industries in comparison with the competition and the
market. The matrix uses market share and average growth as variables. Given the alternative
scenarios of high, medium and low, combined with the BCG matrix, different investment
decisions are made, according as the view about the future changes. The major advantage of
the BCG Matrix is that it draws attention to the cash flow, investment characteristics, and
requirements of an organisation’s various divisions (MBA Tools, 2018).

8.8.2

BCG matrix applied to each intervention

From the above Osterwalder business models that were applied per identified intervention,
the following BCG Matrix is compiled for South Africa’s beef industry.
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Table 8.7: Informed subjective evaluation of each intervention
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Figure 8.20: BCG matrix applied to the selected interventions
8.9

APPROPRIATE METHOD TO IMPLEMENT THE ABOVE-MENTIONED
INTERVENTIONS

From the above section, it is evident that interventions require funding, management and
knowledge. However, the authors are of onion that funding is the number one criterion for the
successful implementation of any intervention. We suggest that funding could be obtained
from government or from private investors that are located locally or internationally.
Secondly, it is crucial to form various public–private partnerships. This will be a win-win
situation for all participants and stakeholders. This is applicable for all the above-mentioned
interventions.
Thirdly, in order to be successful with the implementation and control of the veterinary strategy,
it should definitely follow the Intra-Governmental Payments and Collection system approach,
which will assist to move funding between the different departments. This will result in the
efficient management of cash flow, as well as the successful implementation of the strategy.

8.10

CONCLUSIONS

From the above section, it is evident that in order to have a dramatic effect in the beef industry,
interventions should take place in the primary livestock value chain. After analysing each
intervention carefully, it can be concluded that in order to include the informal rural livestock
into the formal economy, as well as paying attention to innovative product development, the
best investment option is to form business partnerships with existing feedlot/abattoir owners.
However, investment opportunities should not focus only on certain segments of the livestock
value chain. Due to risk scenarios in separate VC segments, investment opportunities should
include investment in integrated business models, like combined feedlot-abattoir enterprises
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or combined ‘mega-farm’/feedlot/abattoir enterprises, to offset the risks of individual VC
segments. This could also include investing in agri-businesses that participate, from the input
supplier segment to shareholder farmers, through to feedlot/abattoir operations and marketing
channels, to unlock value for shareholders throughout the livestock VC
The above opportunities should not only include investing in new start-up businesses on behalf
of shareholders or even shareholder farmers, but also in cooperatives / partnerships / newly
formed business enterprises with current VC stakeholders, such as the large feedlot/abattoir
operators currently operating in the VC, and also with agribusinesses operating on behalf of
shareholder farmers throughout the VC. These investment opportunities, if well-structured and
to the benefit of all stakeholders, should be less risky due to utilising modern, export and
quality standard friendly facilities, and technical end-business expertise, as well as established
marketing channels. Implementing traceability through ISO and HACCP (Hazard Analysis and
Critical Control Points) is a systematic preventative approach related to food safety from
biological, chemical, and physical hazards in production processes that may cause the
finished product to be unsafe (and designs measurements to reduce these risks to a safe
level), will certainly become more significant in value chains having to ensure the provision of
safe food to consumers.
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CHAPTER 9: MONITORING AND EVALUATION
9.1

INTRODUCTION

According to Otieno (1999), many projects in third world countries fail to be successfully
implemented and completed due to numerous reasons. Among these is a lack of
understanding of the need for monitoring and evaluation. The aim of this chapter is to provide
insight regarding the monitoring and evaluation processes that need to be put into place to
ensure that the identified interventions (which were addressed in the previous chapter) are
successful. The focus of this section is mainly on the principles that need to be implemented
in the near future.

9.2

DEFINITIONS OF MONITORING AND EVALUATION

In order to gain a thorough understanding of monitoring and evaluation, the reader should take
note that monitoring and evaluation are viewed as related and are classified as distinct
functions (Otieno, 1999). Various institutions have defined both monitoring and evaluation in
several ways. However, there seems to be a golden thread running between all of the existing
definitions. For example, UNDP (2002) defines evaluation as “a selective exercise that
attempts to systematically and objectively assess progress towards and the achievement of
an outcome”. The Organisation for Economic Cooperation and Development’s Development
Assistance Committee (OECD/DAC, 2010) defined evaluation as “a systematic and objective
assessment of an ongoing or completed project, programme or policy, its design,
implementing and results”.
However, for the purpose of this chapter, the authors of this paper will adhere to the definitions
of monitoring and evaluation set out in Monitoring and Valuation for Sustainable Communities
(2014), where monitoring is defined as: “the collection and analysis of information about a
project or programme, undertaken while the project is ongoing” and evaluation is defined as:
“the periodic, retrospective assessment of an organization, project or programme that might
be conducted internally or by external independent evaluators”.
Monitoring and Valuation for Sustainable Communities (2014) also mentioned that M & E
should take the action of research methodology into consideration, which is known for a
diversity of methodologies, the basic approach of which is planning, action, and reflection, as
indicated in Figure 9.1 below.

Figure 9.1: Action research approach
Source: Valuation for Sustainable Communities, 2014.
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9.3

MONITORING AND EVALUATION OF INTERVENTIONS

The following section provides a step-by-step overview of the proposed M & E regarding the
identified interventions (as seen in the previous chapter), and is based on the methodology
set out in Valuation for Sustainable Communities (2014). This methodology is available at :
http://www.geog.ox.ac.uk/research/technologies/projects/mesc/guide-to-monitoring-andevaluation-v1-march2014.pdf.

9.4

WHY IMPLEMENT A MONITORING AND EVALUATION PROGRAMME?

The purpose of the M & E programme is to assess the implication of the interventions in terms
of:
•

The effectiveness in achieving the project’s objective

•

Improve decision making and internal learning about: project design and how it
functions, i.e. barriers, success factors, which approaches work/do not work

•

To continuously ensure accountability of key stakeholders that are involved

•

Influence government policy

•

Effective share learning.

9.5

GUIDING PRINCIPLES THAT ENSURE MONITORING AND EVALUATION
PROGRAMME IS RELEVANT

To develop a useful, credible and relevant M & E programme, the following guiding principles
constitute a necessity:

9.6

•

It should be feasible and viable in terms of available resources

•

Information flow should be timely and useful in order to improve decision making
and project design

•

Information collected should be reliable, valid and credible.

ASSESSMENT OF INTERVENTIONS

As previously indicated, the intervention that showed the most potential for having a positive
effect on including the informal rural livestock into the formal economy, as well as paying
attention to innovative product development, is to form partnerships with existing
feedlot/abattoir owners. However, the latter is not the only intervention. The others include the
following interventions: to establish a retail service outlet at central locations; establish holding
kraals, establish monthly auctions/trading houses in larger centres; implement a holistic /
comprehensive skills transfer programme and implement a veterinary strategy. Therefore, we
suggest that the following interventions/projects need to be monitored, as reflected in Table
9.1. The reader should note that the M & E programme is based on multi-stakeholder
participation. Project leaders should include the private sector (RPO, Afrivet) and public sector
(DAFF, ARC).
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Table 9.1: An overview of projects that require assessment
Project

Monitoring and/or
end-of-term
evaluation

When

Establishment of a retail service
outlet at central locations that
supply in-put products
(Intervention 1)

Monitoring
&
End-of term
evaluation

Tbd

Establishment of a weaner
collection centres/holding kraals and
facilities at central locations.
(Intervention 2)

Monitoring
&
End-of term
evaluation

Establishment of a monthly auction
trading house in larger centres to
increase the efficiency of supply to
feedlots / agents/ traders and
abattoirs
(Intervention 3)

Monitoring
&
End-of term
evaluation

Establishment of business
partnerships with existing feedlot/
abattoir owners
(Intervention 4)

Monitoring
&
End-of term
evaluation

The development and
implementation of a holistic,
comprehensive skills transfer
programme that is supported by the
industry’s stakeholders
(Intervention 5)
Full implementation and control of
the veterinary strategy
(Intervention 6)

Monitoring
&
End-of term
evaluation

Tbd

Monitoring
&
End-of term
evaluation

N/A

Tbd

Tbd

Tbd

Tbd = To be decided whom to involve during different stages of the M & E
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9.7

IDENTIFICATION OF KEY ISSUES AND QUESTIONS / M & E

Table 9.2 provides an overview of the issues and questions involved regarding Interventions
1 to 3.

Table 9.2: List of key issues and questions regarding interventions 1 to 3
Issues
Organisational
capacity/group
processes (how well
are we working
together in relation
to, e.g. needed
resources,
leadership,
management, cost
effectiveness,
sustainability?).

Interv. 1
Questions
Is the
implementation of a
retail service outlet
at central locations
economically
feasible and viable?
Is this retail service
outlet still
operational?

Interv. 2
Questions
Did the whole
community
successfully assist
with the
establishment of a
holding kraal? Or,
was the holding
kraal established
by a stakeholder
such as the
Department of
Agriculture?
Who was
responsible for the
establishment
cost?

Joint working (how
well are we working
with others in
relation to, e.g.
partnerships;
movement building
alliances, coalitions,
political allies;
disseminating
learning?)

Were any
partnerships
implemented related
to the management
of such a retail
service outlet?
What are the results
of the partnerships?

Interv. 3
Questions
Did the whole
community
successfully
assist with the
establishment of
auction kraals, as
well as the
implementation of
a monthly
auction?

Who was
responsible for
the establishment
cost?

Is the holding
kraal cost
effective?
What was the
effect of the
establishment of
holding kraals in
terms of
relationships
formed with
feedlot/abattoir
and auctioneer
companies?

Is the monthly
auction cost
effective?
What was the
effect of the
establishment of
a monthly auction
in terms of
relationships
formed with
feedlot/abattoir
and auctioneer
companies?

Were any
positive/long-term
relationships built
with abovementioned
stakeholders?

Were any
positive/long-term
relationships built
with abovementioned
stakeholders?
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Issues
Relevance (how
relevant are our
projects to different
section of our
community?)

Interv. 1
Questions
What was the effect
of having such a
retail service outlet
in the community?
Did the whole
community benefit
from this service, or
only the clients?
What was the extent
of jobs created?

Effectiveness
(are we achieving
our objectives?)

Impact (what is our
impact on people’s
lives and/or the
environment?)

Contribution
(what contribution
have we made to
outcomes &
impacts, compared
with other
actors/factors?

Did emerging
farmers make use of
this retail service
outlet?
Did emerging
farmers produce
livestock that is on
par of
feedlot/abattoir
standards with the
aid of this retail
service outlet?
Did emerging
farmers receive
higher prices for
cattle that are
produced to
standard?
Was there any
increase in the
number of rural
cattle that entered
the formal
economy?

Interv. 2
Questions
What was the
effect of having
such a holding
kraal in the
community?

Interv. 3
Questions
What was the
effect of having a
monthly auction
in the
community?

Did the whole
community benefit
from this service,
or only the clients?

Did the whole
community
benefit from this
service, or only
the farmers?

What was the
extent of jobs
created?
Did emerging
farmers make use
of this service?

What was the
extent of jobs
created?
Did emerging
farmers make use
of this service?

Did emerging
farmers produce
livestock that is on
par of
feedlot/abattoir
standards with the
aid of this facility?

Was the amount
of livestock
supplied sufficient
in order to be
feasible in the
long run?

Did emerging
farmers receive
higher prices for
cattle that are
produced to
standard?

Did emerging
farmers receive
higher prices for
cattle that are
produced to
standard?

Was there any
increase in the
number of rural
cattle that entered
the formal
economy?

Was there any
increase in the
number of rural
cattle that entered
the formal
economy?

volved regarding Interventions 4 to 6.
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Table 9.3 9.3 below provides an overview of the issues and questions involved regarding
Interventions 4 to 6.

Table 9.3: List of key issues and questions regarding interventions 4 to 6
Issues
Organisational
capacity/group
processes (how well
are we working
together in relation
to, e.g. needed
resources,
leadership,
management, cost
effectiveness,
sustainability?).
Joint working (how
well are we working
with others in
relation to, e.g.
partnerships;
movement building
alliances, coalitions,
political allies;
disseminating
learning?)

Relevance (how
relevant are our
projects to different
section of our
community?}

Interv. 4
Questions
What was the effect
of implementing
business
partnerships?
Was it cost effective
for all partners
involved?

Interv. 5
Questions
What was the effect of
implementing the
holistic skills transfer
programme?

Who was
responsible for the
management of
this/these
partnership/s?

Who was responsible
for the management of
the skills transfer
programme?

Was it well
managed?
What were the
results of the
partnerships?
Did all the parties
involve benefit from
this partnership?
What was the effect
of having such
partnerships?
Did the whole
community benefit
from these partners,
or only the partners?
What was the extent
of jobs created?

Interv. 6
Questions
What was the
effect of
implementing the
veterinary
strategy?

Was it cost effective?
Was it cost
effective?

Did all the
stakeholders
successfully
collaborate with this
skills transfer
programme?

What was the effect of
having such a skills
transfer programme in
the community?
Did the whole
community benefit
from this service, or
only the attendees?
What was the extent
of jobs created?

Who was
responsible for the
management of
the implementation
of the veterinary
strategy?
Did the emerging
farmers
collaborate with
the implementation
of the strategy?

What was the
effect of
implementing the
veterinary strategy
in the community?
Did the whole
community benefit
from this
service/strategy or
only the farmers?

257

Issues

Interv. 4
Questions

Interv. 5
Questions

Effectiveness (are
we achieving our
objectives?)

Did emerging
farmers make use of
this option?

Did emerging farmers
make use of this skills
transfer programme?

Interv. 6
Questions
What was the
extent of jobs
created?
Did emerging
farmers make use
of this service?

Did emerging
farmers produce
livestock that is on
par with
feedlot/abattoir
standards with the
aid of this retail
service outlet?
Did emerging
farmers receive
higher prices for
cattle that are
produced to
standard?

Did emerging farmers
produce livestock that
is on par with
feedlot/abattoir
standards with the aid
of this facility?

Was the amount
of livestock
supplied sufficient
in order to be
feasible in the long
run?

Did emerging farmers
receive higher prices
for cattle that are
produced to standard?

Did emerging
farmers receive
higher prices for
cattle that are
produced to
standard?

Was there any
increase in the
number of rural
cattle that entered
the formal
economy?

Was there any
increase in the
number of rural cattle
that entered the formal
economy?

Was there any
increase in the
number of rural
cattle that entered
the formal
economy?

Impact (what is our
impact on people’s
lives and/or the
environment?)

Contribution (what
contribution have we
made to outcomes &
Impacts, compared
with other
actors/factors?)

9.8

FINALISATION OF AIMS AND OBJECTIVES INVOLVED

Identifying the aims and objectives will assist the project to follow the correct strategical
pathway. These aims and objectives are illustrated in Table 9.4 and Table 9.5 below.
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Table 9.4: Aims, objectives and change pathway in terms of intervention 1 to 3
Aims

Objective
/outcomes

Activities

Our key
assumption
about how we
will achieve
this change
are:

Intervention 1
To include rural
livestock in the
formal economy
Pay attention to
innovative product
development
To build up an
efficient, sustainable
and profitable agribusiness supply
chain, accessible in
communal areas, to
fulfil the basic needs
of input supply and
also providing a
sustainable
marketing channel
or outlet for marketready livestock
produce.
Establishment of
retail or other
service outlets at
central locations or
towns to improve
input supply
efficiency and
accessibility.
Innovative plans
should, however, be
made by business
entities to expand
service to rural
areas. Alternatively,
service may be
offered on a weekly
basis to
communal/emerging
farmers.

Intervention 2
To include rural livestock
in the formal economy
Pay attention to
innovative product
development
To build up an efficient,
sustainable and profitable
agri-business supply
chain, accessible in
communal areas, to fulfil
the basic needs of input
supply and also providing
a sustainable marketing
channel or outlet for
market-ready livestock
produce.

Intervention 3
To include rural
livestock in the formal
economy
Pay attention to
innovative product
development
To build up an
efficient, sustainable
and profitable agribusiness supply chain,
accessible in
communal areas, to
fulfil the basic needs of
input supply and also
providing a sustainable
marketing channel or
outlet for market-ready
livestock produce.

Establishment of weaner
collection centres/holding
kraals and facilities at
central locations to
improve collection
efficiency and reduce
costs

Establishment of a
monthly
auction/trading house
in larger centres to
increase efficiency of
supply to
feedlots/agents/traders
and abattoirs.

Develop and maintain
business
partnerships/relationships
with willing, existing VC
actors in different
geographical areas, while
exploiting synergies to
strengthen the purpose.

Establishing of megaauctions at strategic
geographic centres
involving auctioneer
businesses.
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Table 9.5: Aims, objective and change pathway in terms of interventions 4 to 6
Aims

Objective
/outcomes

Activities

Our key
assumption
about how we
will achieve
this change
are:

Intervention 4
To include rural
livestock in the
formal economy

Intervention 5
To include rural
livestock in the formal
economy

Intervention 6
To include rural
livestock in the formal
economy

Pay attention to
innovative product
development
To build up an
efficient, sustainable
and profitable agribusiness supply
chain, accessible in
communal areas, to
fulfil the basic needs
of input supply and
also providing a
sustainable
marketing channel or
outlet for marketready livestock
produce.

Pay attention to
innovative product
development
To build technical and
business (farming
enterprises)
management capacities
for efficient primary
production practices in
the beef value chain.

Pay attention to
innovative product
development
Create an enabling
environment, conducive
to growth of the VC by
confirming and
strengthening
institutional framework
and policy with
representative privatesector associations, as
well as public–private
dialogue and
cooperation platforms.

Establish business
partnerships with
existing
Feedlot/Abattoir
owners
Establishing of
lucrative business
partnerships with
Feedlot/Abattoir
owners is highly
recommended due to
their willingness to
assist in the

Implementation of a
holistic skills transfer
programme that is
supported by the
industry’s stakeholders
Regional involvement
and agreements with
suppliers in
technical/skills transfer
programmes linked to
‘bulk deals’ on input
supplies

To strengthen the VC
through research,
animal health, and
traceability/bio-security,
skills transfer, financing
and title deeds, as well
as marketing channels
(including export) and
import control
measures (quality and
safety, as well as
import levies
Full implementation
and control of the
veterinary strategy

Efficient
implementation,
focusing on the
stakeholders’ five
pillars, namely
Strengthening of the
competencies of the
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Intervention 4
challenge, the
already high
standard of facilities,
VC business
experience, as well
as access to
marketing channels,
including export
channels and
supplying
participation for
communal and
emerging farmers
throughout the whole
beef VC.

9.9

Intervention 5
Coordinated support
system in conjunction
with Government
Departments

Intervention 6
Animal Health
Directorate
Strengthening of public
health through safe
feed and safe food
Strengthening of the
competencies of
laboratories, also with
necessary accreditation
and standards
Development and
implementation of
animal identification,
and animal
recordkeeping, as well
as traceability records
Strengthening animal
well-being through
legislation and
standards

IDENTIFICATION OF INFORMATION THAT IS REQUIRED

To track the intended changes resulting from the identified interventions, indicators are
required. These indicators are specific and concrete in terms of information provided, and will
enable the M & E team to track the necessarily changes that are required. However, these
indicators should still be identified (Valuation for Sustainable Communities, 2014).

9.10

ASSESSMENT OF CONTRIBUTION / INFLUENCE

The M & E shows positive impacts, as well as outcomes. However, this may be due to other
factors/attributes, rather than to the intervention itself. Therefore, it is vital to assess the
influence/contribution of the suggested interventions.

261

Table 9.6: Overview of ethics and data protection applied
Interv.1

Interv.2

Interv.3

Interv. 4

Interv. 5

Interv. 6

Informed consent from
research
respondents/participants
in the following ways:

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

We will ensure the
anonymity of research
participants by:

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

We will respect data Still
protection
laws
by requires to
be
ensuring that:
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

Still
requires to
be
clarified

9.11

CONCLUSION

The above M & E is merely a guide as to what could take place, and it still needs to be
confirmed with the various role players. It is not appropriate to commit possible role-players at
this stage as it will driven by a ‘buy-in’ process and strong leadership.
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CHAPTER 10: FINAL CONCLUSIONS AND RECOMMENDATIONS
10.1

FINAL CONCLUSIONS AND RECOMMENDATIONS

After an intense investigation regarding the South African beef industry, followed by various
workshops as well as an in-depth value chain analysis, a sector growth strategy was
developed, with the following conclusions being noted below.
South Africa is still categorised as a net importer of beef due to the severe droughts
experienced during the past three years. This status quo will remain the same for at least two
to three years, as beef farmers are still in the herd-building phase.
Due to the above reasons, feedlots / abattoir owners and auctioneer companies are
continuously on the lookout for weaners to procure. This gives the perfect opportunity for
emerging farmers to deliver weaners of good quality. Although these companies are always
on the lookout for beef cattle they do have specific requirements regarding the type of animal
procured. This could be overcome with the implementation of a correct genetics and breeding
plan that is linked with technical advice.
From the workshops conducted, it became evident that emerging farmers do face various
difficulties/challenges in optimally producing beef cattle. Some of these difficulties include
experiencing limited access to finances, to input supplies, and to good breeding material, as
well as poor knowledge of farm management such grazing capacity. However, most of these
difficulties can be overcome, but only with a multiple-stakeholder approach. From various
interviews with stakeholders (private sector), it is evident that there is an overall willingness to
assist emerging farmers with breeding plans, skills transfer programmes, the establishment of
holding kraals, and implementation of auctions, as well as the option of entering into business
partnerships.
The current processing facilities of the beef industry are already well developed. However,
establishing new feedlots and abattoir facilities will require exceptionally good technical skills,
as well as optimal management for them to be successful.
It can be stated that the proposed interventions to be made in the primary livestock value chain
would have the most significant effect in including the 40% rural cattle into the formal value
chain and main stream economy.
Interventions should include the following:
•

Establishment of retail service outlets at central locations

•

Establishment of weaner collection centres/holding kraals

•

Establishment of monthly auctions/trading houses in larger centres

•

Establishment of business partnerships with existing feedlot/abattoir owners

•

The development and implementation of a holistic/comprehensive skills transfer
programme
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•

Full implementation and control of the veterinary strategy.

In order to be successful with these interventions, it is a necessity to form public–private
partnerships that are supported with funding. It is also advised that a well-established IPAC
system is required for optimally implementing the veterinary strategy.
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APPENDIX 1: CASE STUDIES
1.1

AFRIVET CASE STUDY

The purpose of this case study is to illustrate how certain interventions through public-private
and community partnerships may have a positive impact on the production systems as well
as cash flow of emerging beef farmers. It’s also a good illustration of how communication,
training and trust can play a major role in the final outcome of the project.
Afrivet commenced their project in 2011 in Ladysmith, KwaZulu-Natal in partnership with the
local State Vet Department with the aim of transferring technical animal health knowledge and
skills related to cattle production to farmers from the Siyaphambili Livestock Co-operative. The
co-operative is made up of 34 diptanks and has over 1 000 members and approximately 10
000 head of cattle and 30 000 head of goats dispersed over a wide communal area. The reality
of the situation is that no emergency clinical service is available (or likely possible) and even
the animal health technicians in the area are only likely to get to any given diptank every
second month at best, assuming no disease campaigns or outbreaks in other areas.
As such, the focus of the intervention was to train an individual from each diptank as a diptank
attendant who could look to facilitate access to the animal health products and services
required at a local level. Another name often given to this type of para-veterinary professional
is village link person, which is maybe the most apt description.
The Co-operative selected the individuals and Afrivet trained them up in its unique approach
to disease identification and reporting over the course of two one-week courses. Thereafter
Afrivet’s vet met with them monthly to discuss what they had encountered and what they were
likely to encounter in the coming month.
While this aspect of the project was successful in transferring the knowledge and skills
needed, gathering better data from the field and ensuring a local presence, it struggled to
address the time critical nature of disease identification and treatment.
In discussions with the trained diptank attendants Afrivet noticed an overall lack of access to
markets for cattle produced and decided to assist the Co-operative in arranging auctions as a
platform to create a market. Though, they quickly realised to be successful with auctions held,
large amounts of healthy cattle with a record of disease management is a requirement and
this is where the true value of a trained individual at a local level became apparent.
The trained and motivated individual at a local level is better positioned to know the situation
of the individual small-scale livestock owner and motivate to them for making animals available
for auction. Where previously the animal health technicians had struggled to get enough
animals for a successful auction, with representation at a local level, this quickly became a
non-issue and over subscription a more pressing management issue.
Afrivet quickly realised that a scale is “game changer” at auctions and sponsored a livestock
scale to ensure that the weight of all the cattle to be sold was recorded as well as the age and
owner of the animals. This assisted in creating a transparent system to facilitate transaction
and to improve trust relationships. The scale assisted them to realise the value of the animals
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but the challenge was to convince buyers and the auctioneers that these cattle were from a
different producer base but were healthy. This overcame the transaction problem aspect in
that this intervention was aimed at people at the ground where they could get animals
available. Initially prices were market related but later prices dropped due to measles that was
contracted by the animals.
One of the main aims was to change the production systems from older animals to younger
animals being sold. This implied that older cattle, which also weighed more, was sold at a
lower price than weaners on a per kilogram basis, that their incomes increased, and that
farmers could be convinced to review their production systems from older animals to younger
animals being sold. After the auctions, there would always be a review process at local level
in order to discuss the types of animals that were sold as well as the prices that were obtained.
Once again, the value of a trained individual at a local level with a personal relationship with
the farmer was invaluable in discussion these concepts and providing practical examples that
the farmer found accessible and achievable.
By accessing the marketing option of auctions, more animals were being sold and gradually
also younger animals which had a positive impact on farmers’ income. It was important that
there was a healthy trust relationship between the health technicians, auctioneers, the farmers
and the buyers (a good public, private and community (PPC) relationship).
The interventions that were made warrant an objective impact assessment of the progress
that has been made since 2011 when an initial baseline study was completed. To date more
than R30 million worth cattle have been sold this way by the Siyaphambili Livestock Cooperative and a further R20 million through auctions involving other local livestock
associations who saw the success of their neighbours and wanted in.
In 2017 alone 12 auctions resulted in 1 862 animals being presented for sale, 1 800 being sold
for a total return exceeding R15 million. Afrivet and its partners are currently putting actions
into place to replicate these interventions further and the auctions are ongoing locally
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1.2

SERNICK GROUP CASE STUDY

1.2.1

Background

The Sernick Group was founded by Nick Serfontein in 1983 and operates an integrated beef
production business in the Free State. With a workforce of around 400 people, the Group’s
turnover reached R1 billion in 2015 with the main contributors being the Feed Factory, Feedlot,
Abattoir and Retail.
The Group’s Corporate Social Investment Programme is driven by Patrick Sekwatlakwatla
who joined the Sernick Group in November 2014. Initiatives and programmes are aimed at
improving the quality of life of the people residing in the communities within which they
operate. Their Corporate Social Investment includes support to emerging farmers, financial
support to local churches, sponsorships of various sports teams, and educational and cultural
activities at their farm schools.
Their Farmer Support Programme includes farmer’s days, training of emerging farmers,
carcass competitions, procurement of funding and access to markets.
Farmer’s days focus on networking and gaining knowledge from peers. The annual carcass
competition forms part of the farmer’s days where the winner of the carcass competition
receives a Bonsmara bull as prize, sponsored by Sernick.
Training of emerging farmers is done through a yearlong training programme at their main
facility where emerging farmers receive both practical and theoretical training in all aspects of
beef production, ranging from farm management, financial management, farm infrastructure
planning, sustainable beef production, animal health and feedlot basics.
Thirty (30) emerging farmers completed their internship with the group during 2015 and 2016.
In order to meet the demand for the training of additional emerging farmers, a training centre
is being constructed which will include accommodation, catering and lecturing facilities for 25
learners. The training programme is managed by the BathoPele Group and funded by
AgriSeta. The training course is a SAQA registered Level 2 programme. The programme is
split 50% theoretical and 50% practical work.

1.2.2

Financial support for emerging farmers includes custom feeding of
weaners and a bull exchange programme

In 2015 Sernick partnered with the Land Bank who provided a R50 million loan facility for the
funding of weaners on behalf of the Serlaff Primary Cooperative. With the assistance of the
Sernick team, the Co-operative acquires weaners which are incorporated into the Sernick
value chain. The weaners are finished in the feedlot and then slaughtered in the Sernick
abattoir. Profits from the sale of carcasses are returned to the Co-operative for re-investment
into the businesses of its members. Through the custom feed programme, Sernick provides
the Co-operative with access to finance as well as access to market.
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1.2.3

Improving genetics for emerging farmers cattle

The bull exchange programme focusses on direct support of emerging farmers in the area.
Leaners that successfully completed the Sernick training programme can apply to participate
in the bull exchange programme. Successful applicants are provided with a commercial bull
on “loan account” that is repaid by way of supplying Sernick with the first four weaners sired
by the bull. Through the introduction of a commercial Bonsmara bull, the genetic pool of the
emerging farmer is improved, thereby improving productivity and quality. The emerging farmer
is also closely monitored and receives further mentorship from the Sernick team. To date
Sernick has allocated 81 bulls to emerging farmers and purchased more than 550 weaners
from the bull exchange programme.

1.2.4

Benefits of the programme

A number of benefits are forthcoming from the initiatives of Sernick. These include the
following:
•

Through the bull exchange programme emerging farmers are able to finance one of the
key features of beef production, access to quality genetic material, and gain access to
a value chain for marketing their weaners.

•

The bull exchange programme positively impacted on the productivity of emerging
farmers by increasing their calving rates from 45% to 90% by eliminating in-breeding
and promoting cross breeding.

•

Being part of the Sernick value chain protects emerging farmers from fluctuations in
market prices and provides them with a stable market.

•

Through their corporate social investment programme, Sernick is positively impacting
the livelihoods of numerous emerging farmers on a sustainable basis.

1.2.5

Future applications

The initiatives of Sernick are commendable. They have achieved a number of
accomplishments which can be replicated in the emerging farm cattle segment. Their business
model of including the Land Bank, the BathoPele Group and funded by AgriSeta have other
important stakeholders involved. Sernick plays an important strategic and mentoring role and
also provides improved genetic material and markets for the cattle.

1.3

MASSMART/ PICK N PAY CASE STUDY

1.3.1

Background

Three retailers namely Massmart, Pick n Pay and Woolworth are in the process with a
research study: “Developing new value chains for small-scale and emerging cattle farmers in
South Africa”, where they aim to establish a larger range of market outlets, products and value
chains for especially beef that is produced by the emerging and small-scale sector in South
Africa (Mmbengwa et al., 2016).
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1.3.2

Research objective

This specific study is implemented over a three-year time period and aims to answer the
following objectives which are listed below (Mmbengwa et al., 2016):
•

“Develop, modify and evaluate the value chain and market requirements needed to
ensure South African small-scale and emerging cattle farmers better understand
customer preferences and receive appropriate rewards from meeting the specifications
of these expanded and diversified beef markets and value chains.”

•

“Develop, modify, trial, implement, and evaluate the supporting production system,
institutional and practice change elements needed to ensure South African small-scale
and emerging cattle farmers can meet the specifications of these expanded and
diversified beef markets and value chains”.

•

“Develop, evaluate and implement decision-support tools to recommend the most
appropriate and profitable production system for South African small-scale and
emerging farmers”.

•

“Measure, monitor and evaluate the ongoing performance of the project and its
components”.

1.3.3

Current constraints of project

As any project, this particular project also experiences some frustrations. These frustrations
are listed below (Mmbengwa et al., 2016):
They do experience: “very lengthy delays in contract signing, setting up finance arrangements,
in appointment processes, and in project team members not being able to escape day to day
administration requirements”.

1.3.4

Achievements to date

This project was fortunate to form new partnerships. These new partners are listed below:
•

Eastern Cape Provincial Department of Agriculture

•

Gauteng Provincial Department of Agriculture

•

Universities of Stellenbosch, Pretoria, North West and Fort Hare

•

Grass Fed Association of South Africa (commercial farmers)

•

FarmVision (consultancy in cooperative development and mentoring)

The project management team collaborates with an effective and supportive industry and
scientific Advisory Council and meets twice a year (Mmbengwa et al., 2016).
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1.4

ACIAR PROJECT - HIGH QUALITY MARKETS AND VALUE CHAINS FOR
SMALL-SCALE AND EMERGING BEEF CATTLE FARMERS IN SOUTH
AFRICA

1.4.1

Background

The ACIAR (Australian Centre for International Agricultural Research) conducted research
(Phase 1) from 2015 to 2017 in order to answer the following question: “Can high-value freerange beef products be developed from cattle from emerging and communal farmer herds to
cost-effectively meet the preferences of South African beef consumers?” The research was
conducted in partnership with the following members: Woolworths as well as two of their
abattoirs known as: Cradock Abattoir in Eastern Cape and Cavalier Meats in Gauteng. The
reader should note that the previous case study (Appendix 3) is very similar versus the ACIAR
study, but the objectives of each study are different. The primary focus of this project was to
assist small-scale farmers to collaborate with above-mentioned partners. However, the
research was extended and will commence with a second phase (2018 to 2021) (ACIAR,
2018).

1.4.2

Research objective

The study aims to answer the following objectives which are listed below (ACIAR, 2018):
•

“Improve on-farm animal health, nutrition, management and breeding systems to enable
smallholder farmers to cost-effectively deliver a year-round supply of high-value, freerange beef, whilst simultaneously improving their natural resource base - training
farmers in best-practice herd management, developing new farm management systems,
undertaking on-farm participative action research to evaluate alternative systems and
analysing project data to identify the factors with greatest impact on cow reproductive
performance to improve cattle supple for the free-range brand”

•

“Improve the profitability of all sectors of the project’s beef value chains through
increased adoption of proven interventions by farmers and implementation of practices
that create efficiencies and effectiveness across the entire value chains - analysing the
project’s Behaviour Change, Value Chain and Women’s Empowerment surveys to
identify areas of improvement and designing and evaluating customised strategies to
increase adoption and overcome inequities.”

•

“Develop scaling out strategies and guidelines that enable application of the project’s
results to other value chains - using established scaling out processes, trialling new
methods and undertaking retrospective analyses of the projects’ decision-making
processes to develop guidelines and recommendations for commercial sectors wanting
to establish new agricultural value chains which reward smallholder farmers for the
quality of their products relative to market specifications”

1.4.3

Achievements (September 2017)

As any project, this project also experiences some frustrations. These frustrations are listed
below (ACIAR, 2018):
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They do experience: “very lengthy delays in contract signing, setting up finance arrangements,
in appointment processes, and in project team members not being able to escape day to day
administration requirements”.

1.5

SOLIDARIDAD FARMER SUPPORT PROGRAMME

According to Solidaridad (2014): “South Africa’s Eastern Cape province is one of the
poorest areas in South Africa. This project aims to capacitate smallholder farmers in
rangeland and livestock management so as to improve the sustainability of livestock
farming in the area. The overall goal is to improve the health of the animals, increase
production and ultimately to better the livelihoods of poor farmers. The Savory Institute,
the Olive Leaf Foundation and Solidaridad have formed a partnership with traditional
leaders and the local community to make this possible. The initiative is being co-funded
by Solidaridad’s Farmer Support Programme (FSP), and is aimed at enabling smallholder
farmers to improve their rangeland and livestock management techniques and introduce
sustainable livestock farming practices in line with the principles of Grassland
Regeneration and Sustainable Standard (GRASS). Additionally, the project will be guided
by the principles of the Global Roundtable for Sustainable Beef (GRSB). It is expected
that the programme will produce improved livestock, increase market up take and thus
farmers’ incomes whilst at the same rehabilitating the degraded grassland environment
prevalent in the Eastern Cape area.
This pilot project will cover a total of five villages and a total of 10 000 subsistence and
emerging farmers. As the land is owned by Traditional Leaders in Tribal Trust, local
communities and individualsneed to co-operate and collaborate on the use of the land
and come to common ageements. In order to facilitate this, a “core group” is the primary
decision-making body for the pilot project. This “core group” will be predominantly
comprised of Chiefs and Headsmen, and it will be mandated to make decisions regarding
land use in the interests of mobilisating farmers to become emerging commercial livestock
producers. 600 farmers will be trained in rangeland management, and through them the
outreach of the intervention will extend to 10 000 people, 20% of which will be women.
The production focus is cattle farming as this is the predominant form of agriculture in the
area. As the majority of farmers do not possess formal agricultural training, the lead
partner and additional partners will focus on providing significant support in training and
capacity building. The objectives are: To train farmers on sustainable management
methods; to upgrade the agricultural infrastructure; to promtoe communal livestock cross
breeding and thus improve the quality and quantity of beef in the region; to ensure that
beef is sustainably produced through implementing GRASS standards; to create market
linkages forthe improved beef products; to create a learning platform (hub) through which
farmers can learn about sustainable rangeland management along GRSB standards”
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APPENDIX 2: AN OVERVIEW OF THE NGUNI CATTLE BREED
The Nguni cattle breed is known as a hybrid of both Indian and European cattle breeds (a
combination of Bos taurus taurus and Bos taurus indicus). This cattle breed was introduced
by the Nguni people that migrated south into Africa approximately 8 000 years ago (The Cattle
Site, 2017). The Nguni breed has adapted to the harsh African environment over numerous
years and therefore displays functional characteristics that are discussed below.
These cattle are well-known for their multi-coloured skin and black tipped noses. The Nguni is
smaller in size compared to other beef cattle breeds. Nguni bulls are classified as medium and
weigh between 500 kg to 600 kg. Bulls are muscular with well-developed cervico-thoracic
humps. Indicating the hump is in front of the foreleg. Nguni cows have a small framework and
weigh between 300 kg and 400 kg. They are known for their prominent wedge shape with the
weight located in the stomach and hindquarter area. The sloping rump is a typical feature of
the Nguni cow and guarantees ease of calving. Nguni cattle’s hide is both glossy and sleek
that prevent ticks from attaching to the animal. Their hoofs and legs are extremely strong that
assist them to walk long distances in harsh conditions to find enough grazing. Another
trademark is their heat and light tolerance; thus, they can handle extreme cold and heat
weather conditions. The average birth weight of Nguni calves is estimated at 22.5 kg and
calves are normally weaned at a weight of 175 kg. Nguni cattle are less disposed to dystocia,
due to the small birth mass, their sloping rumps and small uterus. This breed is very hardy,
parasite resistance, shows reproductive ease, longevity and a high tolerance for extreme
temperature exposure (Wikipedia, 2017).

Figure A2.1: Nguni cattle are well-known for their multi-coloured skin
Source: The Cattle Site, 2017.
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APPENDIX 3: REPORT ON STAKEHOLDER INTERVIEWS
3.1

ROLE PLAYERS’ PERCEPTION OF THE CURRENT STATUS OF THE
BEEF INDUSTRY

3.1.1

Introduction

Various role players in the South African Beef Industry were visited during the week of 14 to
18 November 2016, in order to gain a better understanding of South Africa’s beef value chain.
Hence, the following role players were visited: Mr Gerhard Schutte (RPO); Dr Simphiwe
Ngqangweni (NARC); Mr MD Mahanzhna (NERPO); Dr Giel Scholtz (ARC); Mr Arnold
Pretorius and Bob Frazer (Karan Beef); Prof Hettie Schönfeldt (RMDSA/UP); Mr Willie Clack
(UNISA Livestock Theft); Mr Robin Watson (Beefcor); Mr Willem Wethmar (Chalmar Beef); Dr
Gerhard Neethling (RMAA); Mr Bertus van Heerden (MPO); Prof Gerry Swan (UP); Mr Anton
Vos (Vleissentraal) and Mr Andrew Cocks (SAMPA). The following section is an overview of
their perception of the South African beef industry.

3.1.2

Primary production systems

According to Watson (2016), the game industry had a significant impact on the total beef herd
size of South Africa. Farmers, especially in the Limpopo region of South Africa, changed from
cattle production to game production during the past five years. A large percentage of the beef
cattle were slaughtered, instead of relocating between different commercial farmers in
different geographic regions. Another impact on the total beef herd size of South Africa was
the occurrence of drought over the past three years, which had a severe effect on the number
and composition of cattle slaughtered per annum. Hence, as weather patterns will stabilize in
the future, farmers will tend to keep weaners that are market ready in order to re-build herds
(Schutte, 2016). Though, Watson (2016) is of the opinion that due to the decreasing beef herd
size of South Africa, the availability for the procurement of weaners will become more difficult.
This creates significant opportunities for small commercial farmers to fill this gap.
However, Schutte (2016) mentioned that the socio culture of emerging farmers has a major
impact on production systems used such as: feeding, genetics and health as well as the
preferred market channel (selling cattle to local community instead auctions). Feedlot owners
are mainly interested in procuring healthy British (Bos taurus taurus) or crossbred (Bos taurus
taurus/Bos taurus indicus) breeds such as: Hereford, Angus and Sussex or
Bonsmara/Brangus at a live weight of approximately 230 kg (Watson, 2016). It has been
become an economic and supply imperative that more attention is paid to the potential of
addressing these issues.
Though, Schutte (2016) mentioned the implementation of custom feeding (backgrounding at
a percentage payment for each individual) could be the solution for emerging farmers to sell
cattle (of 230 kg) via auctioneers to feedlots and abattoir owners for custom feeding purposes.
These custom feeding facilities will require livestock handling equipment, which will make it
easy for both feedlot and abattoir owners to load and transport cattle. NERPO established the
Syndicate Scheme in 2015, which involves emerging farmers to produce weaners from a herd
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of 100 cows at an 85% calving rate. This Syndicate Scheme involves partnerships with
feedlots as well as abattoirs as well as training programmes (Mahanzhna, 2016).
Schönfeldt (2016) is of opinion that the emphasis of this study should be on the group of
emerging farmers (Subsistence Farmers, Smallholder Farmers, Smallholder Commercial
Farmers, Commercial Farmers) that shows the most potential to have an influence on the beef
value chain of South Africa and to fill the supply gap in the value chain.

3.1.3

Agents and agribusinesses

According to Scholtz (2016), agents and agri-businesses are reluctant to conduct business
with emerging farmers for the following reasons:
•

Most of these farmers are logistically located far from feedlots and abattoirs and
have limited access to livestock handling equipment.

•

Cattle herds comprise out of Nguni, Afrikaner and Brahman, which are breeds that
are known for slow feed to meat conversion ratio.

•

Emerging farmers do not follow vaccination program and cattle might be
contaminated with undesirable diseases.

•

Agents & agri-businesses changed from cash payments to electronic payments. A
large number of emerging farmers don’t have access to banking accounts.

According to Schutte (2016), cell phone technology could be an ideal tool to use during
auctions. Vleissentraal is in the process to provide training for emerging farmers (Vos, 2016).
Vleissentraal and ARC (Irene) work closely together with a local community in Mpumalanga
to overcome the above-mentioned barriers. The community built their own auction kraal, ARC
(Irene) provided training regarding auction principles and Vleissentraal conducted the auction
(Scholtz, 2016).

3.1.4

Feedlots

Pretorius (2016) indicated that Karan Beef is willing to buy weaner calves from emerging
farmers that are dehorned, vaccinated and preferably originated from a British (Bos taurus
taurusI) breed as mentioned in section 2.2. Pretorius (2016) mentioned that they have not
been successful to procure weaners from emerging farmers. Ngqangweni (2016) is of the
opinion that custom feeding is a tool that can assist emerging farmers to increase the live
weight of weaners from emerging farmers to 230 kg in order to be feedlot ready.
Both Wethmar (2016) and Watson (2016), which are feedlot owners, indicated that they are
willing to buy cattle that is orientated from British (Bos taurus taurus) Breeds and followed a
vaccination programme. Procured cattle need to be extremely efficient to convert feed to meat
in a short period of time.

3.1.5

Abattoirs

According to Wethmar (2016), abattoirs are not carcass driven, but volume driven and prefer
larger carcasses. Larger carcasses are more easily processed than smaller and lean
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underweight carcasses. Small underweight carcasses are more labour intensive and take
much longer to process into appropriate cuts. Therefore, abattoir owners do prefer larger
carcasses that are produced from British (Bos taurus tuarus) breeds such as Angus, Hereford
and Sussex.
Neethling (2016) mentioned an abattoir should be defined as a facility that changes the
dimension and form of meat in the value chain. It effectively is a processing unit and has
economies of size are important depending on the type of processing, numbers and logistics.
Regarding the above-mentioned statement, it makes sense that Schutte (2016) indicates that
no new abattoirs are required, due to the fact that a large number of government owned
abattoirs are non-operational especially in the rural areas. The main reason that these
government owned abattoirs are non-operational, is that they lack technical and operational
skills to operate an abattoir optimally. These skills include: optimum management of abattoir
and management of procurement and selling prices. This is extremely important as an
abattoir’s monthly fix operational costs are extremely expensive.
According to Van Heerden (2016), the 5th quarter (offal) is used to recover slaughtering costs.
Offal includes the skin, red and grey offal components. However, the 5th quarter is extremely
popular to the lower LSM groups, especially the fresh version of offal as it has a specific taste
(Mahanzhna, 2016). Pretorius (2016) mentioned that clean offal receives a premium price.
However, during in-season times such as December, the supply of offal is much higher and
abattoirs either keeping the product in cold storage or sell it at a reduced price (Wethmar,
2016). From the different interviews, it was clear that offal has a certain potential that needs
to be developed from a value chain point of view.

3.1.6

Meat processing

According to Cocks (2016), canned meat requires a lower quality meat product. In order to
manufacture processed meat products, large volumes of lower quality meat are imported,
including 5th quarters. However, the importation of 5th quarters don’t have a concerning effect
on the beef value chain.
Cocks (2016) mentioned that meat-processing facilities process carcasses into different
primals (premium or low value cuts). The type of primals that are distributed to supermarkets
depends on the supermarket’s location and the customers LSM grouping and thus their
preferences. Hence, supermarkets are in the process to close butcheries, as meat wastage is
too high.
According to Watson (2016), abattoir owners are starting to invest in deboning facilities, either
as owners or as shareholders. However, Karan Beef did sell their meat processing (meat patty
plant) to QK meats (Pretorius, 2016).

3.1.7

Skin and hide Processing

According to Swan (2016), skins forms part of the 5th quarter. The quality of beef skins is
fluctuating, as it is also directly link to droughts. During dry periods, the quality of skins reduces
significantly. However, beef skins are not graded in South Africa. The price of leather is mainly
determined by supply and demand. Karan Beef supplies Bader SA of skins and hides locally.
The remaining skins and hides are exported directly, processed in export countries and then
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used in the automotive industry. The local market is far too small for the supply of hides
(Pretorius, 2016).
From an institutional point of view, the Department of Industry and Trade is involved in this
industry and is currently in the process to implement a large tariff on leather (Pretorius, 2016).
The manner this industry is managed by the DTI is not well accepted in the beef industry.

3.1.8

Logistics

Karan Beef owns fleet trucks to provide reliable and cost-effective transportation to their
clients. Their client base includes butcheries, Pick n Pay / Pick n Pay family stores/ QK /
wholesalers and Karan Beef stores in townships. Clients are required to place orders in
advance as Karan Beef only slaughter the numbers of animals linked to the products (demand)
that are ordered (Pretorius, 2016).
Chalmar Beef distributes meat products to all their clients with their own trucks. Their client
base includes higher LSM restaurants such as Reubens and supermarkets (Wethmar, 2016).

3.1.9

Retail sectors

Both Watson (2016) and Cocks indicated that retailers (such as Pick n Pay) are in the process
to close in-house butcheries, mainly due to limited butchers available in the industry, high
meat wastage, limited space available in stores and low profitability. According to Pretorius
(2016), Woolworths negotiate directly with QK Meat Processors regarding product
specifications. Mclaughlin (2016) mentioned that Woolworths is always keen to help emerging
farmers and sell their products under a unique brand such as free-range meat. However,
volume supplied at a consistent quality is one of the major problems. On the moment,
Woolworths obtain biltong from Stormberg Abattoir that is located in the Eastern Cape.
Stormberg Abattoir works in close cooperation with Sarah Frazee from Conservation South
Africa to procure beef cattle from emerging farmers.

3.1.10 Conclusion
From the above section it is evident that both feedlot and abattoir owners have certain
requirements. Feedlot owners prefer weaners that are dehorned; 230 kg live weight, British
(Bos taurus taurus) origin breeds, vaccinated and the possibility to have an acceptable FCR
and ADG. Abattoir owners require large carcasses (preferably British (Bos taurus taurus) type
breeds. Various role players are willing to aid and assist emerging farmers to improve their
current production systems, such as agents (e.g. Vleissentraal), Karan Beef, Beefcor, RPO
and NERPO. Emerging farmers have the following barriers to produce beef cattle at
commercial level: inefficient production systems, limited livestock handling equipment, poor
genetics, poor vaccination programmes, poor grazing practices, no financing/credit access
and poor logistics. Except for the above-mentioned barriers, it seems that socio-cultural
implications of emerging farmers have an impact on the adaption of commercial beef farming
practices.
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3.2

ROLE PLAYER’S INVOLVEMENT WITH CURRENT BEE PROJECTS

According to results obtained from a questionnaire that was completed by various
stakeholders (such as: FNB, Afrivet, Beefmaster and GWK Meat Pty. Ltd.) the following
conclusions were made: All of the above-mentioned stakeholders are involved with one or
more BEE projects. However, problems experienced with BEE projects include: access to
required capital, lack of specific industry experience, mentorship and skills transfer, financial
acumen, time constraint and the capacity of competent staff.
75% of the above-mentioned companies have a combination of short and medium strategic
goals towards BEE in the Beef Value Chain in place. These strategies include the following:
Afrivet is in the process to develop veterinary and extension service providers, both public and
private that support the industry. They also investigate offtake focused projects both in terms
of livestock auctions but also alternative slaughter and meat processing models that is better
suited to smallholder farmer requirements. GWK Meat Pty. Ltd. is in the process to obtain 30%
BEE in shareholding of a Meat Business. Beefmaster has both a short term and medium-term
strategies in place. The short-term strategy involves a sustainable programme or scheme
where Beefmaster assist smallholder farmers to become successful commercial farmers.
Their medium-term strategy involves a corporate and social responsibility programme that
involves a business model that provides professional training and mentoring.

3.2.1

Incorporation of the 40% cattle from smallholder farmers into the Beef
value chain

Stakeholders were asked to conduct a SWOT analysis of their perception of the incorporation
of the 40% cattle from smallholder farmers into the Beef value chain. Table A3.1 provides an
overview of the results that were retrieved.

Table A3.1: SWOT analysis of the incorporation of the 40% cattle from
smallholder farmers into the beef value chain
Threats
•

Trust between the different parties
proofed to be a major challenge
and no-workable models of how
communal grazing could and
should be run.

Weaknesses
•

Smallholder farmers delivers poor
quality stock to both feedlots and
abattoirs

•

Lack
grazing
practices

•

Limited infrastructure in place for
transportation

•

Livestock seen as possession
rather than a commercial product
that can form part of the beef
value chain

management
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Opportunities

3.2.2

•

Feedlots, Agricultural related
companies
transferring
knowledge by means of formal
structured
programmes
to
smallholder farmers.

•

SA could increase export markets
such as China if the opportunity is
utilized properly.

•

Implementation of a mobile
application that can assist with
farm management practices.

Strengths
•

As a result of inflation, droughts
and high exchange rate, meat
prices locally and internationally
are going to increase in the long,
thus the value of livestock owner’s
product is will be more valuable in
the future

Stakeholders perception of business models that incorporates 40%
cattle from smallholder farmers into the beef value chain

Afrivet is of opinion that greater investment in technical support and training material & training
methodologies, such as www.parabose.co.au, an Australian government funded extension
programme can be helpful. They are in the process of applying the above principle, but with
limited resources and funding available. Trying to obtain funding to translate Afrivet’s material
is an exercise in futility.
Beefmaster will assist farmers with the purchase of cattle suitable to be fed in a feedlot and
will be responsible for the logistics, administration and management of these cattle in
conjunction with the smallholder farmers. They will oversee and manage the feeding process
with the owners and will be responsible for supplying all the feed, medicine and vaccinations
necessary. Beefmaster will also be responsible the slaughtering and marketing of the different
meat products through their existing and well-established marketing chain, offering entrance
to smallholder farmers into local and overseas markets. An off-take agreement will be
negotiated with the specific farmers which will give them peace of mind and ensure a reliable
market for their cattle.

3.2.3

Stakeholders opinion on the success criteria to enhance public- private
partnerships in the beef value chain

GWK Meat Pty. Ltd. is of opinion the Meat industry requires properly structured supply chains
in order to grow the demand and give consumers what they want. FNB mentioned these types
of initiatives cannot be solved by single organisations. Buy-in and participation is required from
a variety of entities – private sector. Afrivet mentioned they would welcome any opportunity to
partner with Government in fast tracking our programmes.

3.2.4

Stakeholders view on government departments (DAFF and DRDLD) role
to enhance success

According to FNB, government has a huge role to play. They can provide access to grant/
mentorship programmes or even fund infrastructure development structures in remote/ rural
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areas. Beefmaster is of opinion that clear communication in respect of support, assistance
resources, information, etc. available for smallholder farmers is a necessity. As well as
dedicated provincial resources to provide information. Afrivet indicated the government has a
massive role to play both due to their commitment to invest in land and infrastructure and the
need for these investments to be well aligned with opportunities in the commercial sector.
Government also have large numbers of officials in the field who are paid for but poorly trained.
Largely a lack of practical training and understanding of what is possible e.g. extension officers
learn about controlled grazing and reproduction but don’t know how to translate this into the
context of communal livestock production.
According to GWK Meat Pty. Ltd, the Department of Agriculture Forestry and Fisheries has a
major role to play to ensure proper policing of its requirements as well as training and
infrastructure to promote quality and consistency.

3.3

IDENTIFIED VALUE CHAINS

The South African beef value chain comprises out of several value chains. The following
section provides an overview of the value chains that shows potential of improvement relating
to emerging farmers.

Table A3.2: An overview of value chains that shows potential for future
improvement
Primary
Production

Agents
&
Agribusinesses

Feedlots

Abattoirs
A/B/C

VC 1

A/B/C

VC 2

A/B/C

VC 3

C

VC 4

C

VC 5

C

VC 6

C

Meat
Processing

Offal

Skins
&
Hides

Distributers

Retailers
Formal
&
Informal

From the Table A3.2 it is evident that efficient primary production systems need to be in place.
This relates to good breeding material, vaccination, veld and feed management during dry
periods and financial/credit terms with institutions. However, once weaners are ready to be
marketed, farmers have various marketing channels and options available to choose from.
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However, the most appropriate value chain will depend on the availability of price information,
production support services, auctioneer services and logistic and infrastructure requirements
of both feedlots and abattoirs. NERPO, ARC and government officials will play a major role in
providing advice and adequate support services to emerging farmers in order to choose the
most appropriate marketing channel in conjunction with commercial business role-players.
All identified value chains show a high demand for quality weaners, offal, skins and hides. The
opportunity does exist to store offal at strategic located abattoirs (C) and distribute frozen offal
to various informal retailer outlets. Slaughtered carcasses need to be reduced in size
(quartered or deboned) and distributed to various retailers that may include formal and
informal retailer stores.

3.4

THE WAY FORWARD

3.4.1

Drafting a potential business model

The purpose of the following section is to provide a draft description of a potential business
model that can be used on selected smaller experimental models in the identified provinces.
It is envisaged that if production systems can be adapted in a way that the conditions of
respective buyers/ stakeholders in the value chain can be met, the challenges are addressed
and risks identified and mitigated. It can set an example of successful business models and
stakeholders whom are interdependent which can be replicated. It will require a multidisciplinary, multi-stakeholder and holistic approach.

3.4.2

Emerging farmers

In order to become more efficient, it is important to choose the correct category of emerging
farmers (subsistence farmers, smallholder farmers, smallholder commercial farmers,
commercial farmers) that shows the most potential to have a positive influence on the beef
value chain of South Africa. The chosen category will also be the focus area from a primary
production point of view in the value chain analysis. Figure A3.1 provides an overview of the
different categories of emerging farmers. Line AB illustrates the typical situation along the
continuum from subsistence to commercial farmers. For example, access to land, finance and
markets are low for subsistence farmers and high for commercial farmers. Dependence on
grants and support are higher for subsistence and lower for commercial farmers. On line CD
access to commercial farmers are high and the need for grants and support lower.
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Figure A3.1: Categories of emerging farmers
NERPO, DAFF and ARC will be the most knowledgeable institutions and have the best
network to assist with contact details of emerging farmers, syndicate groups and custom
feeding stations.
This study focuses on the provinces in South Africa that shows the highest number of beef
cattle emerging farmers. The next step will include structured focus group discussions with
identified emerging farmers and commercial farmers. This will be followed-up by a second
round of focus group discussions.

3.4.3

Primary production

In order to graduate to a commercial beef producer, relationships (mentorship) should also be
built with various commercial farmers in identified areas. These mentorships will assist
emerging farmers to enter the beef value chain and assist with new production systems to
increase the production of weaners. This may include the selection of breeding material (even
the option to buy commercial bulls from the commercial farmer) and the implementation of
both a vaccination and feeding program. Commercial farmers can be identified with the aid of
representatives from the RPO and auctioneer companies.
Infrastructure that includes livestock handling equipment may become available with the aid
of a joint venture between the Department of Agriculture and ARC to various syndicate groups
and custom feeding institutions.
The local Government Veterinary Health service can be contacted to join forces and provide
veterinary services to identified syndicate groups and custom feeding institutions.
Challenges should be addressed and business opportunities investigated in the following
fields:
•

Breeding and selection criteria and best practises

•

Veld management and grazing best practises
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•

Feeding programs/management and procurement

•

Animal Health and vaccination program

•

Infra structure and fencing

•

Administration and recordkeeping

•

Finance/Budgets/Credit and profitability

3.4.4

Agents and Agribusinesses

Infrastructure that includes livestock handling equipment and auction kraals can become
available with the aid of a joint venture between auctioneer companies (e.g. Vleissentraal),
Department of Agriculture and ARC.
The above-mentioned role players (Vleissentraal, Department of Agriculture) and ARC can
provide workshops that provide training about the principles of livestock auctions.
Opportunities to be investigated:
•

Joint ventures with stakeholders to optimize market opportunities without further
involvement in the value chain

•

Joint ventures or developing own business models with Government/IDC
assistance in creating own agent system and agri-business model with participant
shareholding.

•

Developing an Agri-business retail sector to supply inputs and handling the produce
(marketing) on behalf of shareholder farmers

Any of the above, if well managed, will create wealth for participants, develop business skills,
create job opportunities and extend the primary producers’ involvement in the beef value
chain.

3.4.5

Feedlots

Once syndicate groups and custom feeding institutions’ weaners meet the requirements of
identified feedlots (dehorned, vaccinated, British breed, etc.), feedlot agents may be contacted
to offer a price per kilogram for suitable weaners. The conditions of payment and loading
facilities and logistics will also be addressed.
Opportunities to be investigated:
•

Custom feeding feedlots in conjunction with reliable stakeholders

•

Own feedlots if above mentioned business models (primary production system) are
viable options

•

And/or - Supply agreements with current big feedlot operators as mentioned earlier

300

3.4.6

Abattoirs

All abattoirs in the specific provinces need to be identified regarding class (A/B or C. A meeting
with class C Abattoir owners needs to be arranged in identified provinces. The intention of this
meeting will be to identify the potential to conduct business with emerging farmers, syndicate
groups and custom feeding institutions. Negotiations may include: a) the option to sell animals
to abattoir; b) the option to slaughter the animal and recover the cost with offal (emerging
farmers’ can own the carcass and have the option to sell the carcass to their preferred choice)
and c) the option to use available capacity in abattoir to store frozen offal and distributed during
winter months to retailers. The issues of ownership and payment need to be further explored
and resolved.
Opportunities to be investigated:

3.4.7

•

Government (currently operating) abattoirs business involvement in feedlots (as
mentioned) and primary production system to streamline the supply chain from
farmers (producers), through feedlots to abattoirs, which must be operated as
business units and profit driven.

•

And/or – Supply agreements with feedlots to procure slaughter animals

•

Marketing agreements with different marketing channels and stakeholders

Skin and Hide Processing

Appropriate candidates from selected communities can be identified to learn leather
processing and manufacturing skills (Swan, 2016). Once candidates graduate, they can start
a SME’s with the aid of government funding (similar to Tsongas). This will involve the
processing of skins and hides into leather and the manufacturing of leather goods such as
handbags and shoes. This approach will imply that local manufacturing will be promoted and
the local market to be develops. The VC analysis does not directly involve tariffs and imports
or exports.

3.4.8

Logistics

The Department of Transportation may be requested to provide funding for distribution trucks.
These trucks will be the property of government owned Abattoirs.

3.4.9

Retailers

Identified appropriate retailers that are strategically located near identified abattoirs and local
community. This can include certain formal retailers in the identified area.

3.5

CONCLUSION

Although, this report identified various barriers associated to enter the beef value chain, there
is still enormous potential. Feedlot owners mentioned a shortage of weaners and a current
and future supply gap. Auctioneer companies are willing to provide training regarding livestock
auctions and payment systems. Feedlot owners are willing to buy weaners that are dehorned
vaccinated and contain Bos taurus taurus breed genetics. Both RPO and NERPO pointed out
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the potential of the offal market. However, the success rate will be linked to both the industry’s
willingness to assist and addressing the socio-cultural challenges of emerging farmers.
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APPENDIX 4: RISK ANALYSIS IN VALUE CHAINS
4.1

INTRODUCTION

According to FAO (2011), value chain risk analysis is based on the same tools and principles
as those used in a standard risk analysis. Risk analysis comprises of four components, as
described in Figure A4.1.

1. Hazard identification is a necessary first step, a hazard being something that is
potentially harmful to animals, humans, plants or the environment. To proceed to
risk assessment from hazard identification requires the framing of a “risk question”
about the hazard and the potential harm (unwanted/harmful outcome) it may
cause.
2. Risk assessment requires assessment of the likelihood of an unwanted outcome
(or outcomes) and the impact or costs associated with the unwanted outcome. The
assessment may be qualitative or quantitative.
3. Risk management is the identification and implementation of risk reduction
measures, involving:
a. Risk appraisal;
b. Option appraisal (including impact assessment);
c. Implementation of chosen risk education measures, and;
d. Monitoring and evaluation.
4. Risk communication is essential where two or more stakeholders are involved;
will also include communication about risk reduction measures, and any
regulations that are used to enforce these.

Figure A4.1: The four components of risk analysis
Source: FAO, 2011.

4.2

HAZARD IDENTIFICATION IN THE BEEF VALUE CHAIN

Hazard Identification (FAO, 2011)
•

Meat or beef cattle infected with a pathogenic organism.

Risk questions (FAO, 2011)
•

What is the risk of no onward spread of infection associated with infected meat or
beef cattle with a pathogenic organism in the beef value chain during a 12 – month
period?

303

•

What is the risk of onward spread of infection to local livestock resulting in an
epidemic associated with infected meat or beef cattle with a pathogenic organism
in the beef value chain during a 12 – month period?

•

What is the risk of a self-limiting outbreak associated with infected meat or beef
cattle with a pathogenic organism in the beef value chain during a 12 – month
period?

•

What is the risk of a cross-border spread associated with infected meat or beef
cattle with a pathogenic organism in the beef value chain during a 12 – month
period?

Hazard Identification (FAO, 2011)
•

Climate change that represents in the form of severe droughts.

Risk questions

4.3

•

What is the risk of limited animal feed available associated with severe droughts
during a 12 - month period?

•

What is the risk of expensive animal feed associated with severe droughts during
a12 - month period?

•

What is the risk of low beef meat prices associated with severe droughts during a12
- month period?

RISK ASSESSMENT

Risk assessment is conducted by assigning a score (1–10) according to each risk’s
manifestation and the severity. The final amount of the scores (between 1 and 100) will
ascertain the colour code of the intensity of the specific risk on the value chain (Value Chain
Management Centre (VCMC), 2009).

Figure A4.2: The likelihood and impact matrix
Source: VCMC, 2009.
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Risk questions (FAO, 2011)
•

What is the risk of no onward spread of infection associated with infected meat or
beef cattle with a pathogenic organism in the beef value chain during a 12-month
period?

•

Likelihood of Occurrence:

7

•

Impact on the value chain’s operations:

4

•

Total Score:

28

•

What is the risk of onward spread of infection to local livestock resulting in an
epidemic associated with infected meat or beef cattle with a pathogenic organism
in the beef value chain during a 12-month period?

•

Likelihood of Occurrence:

7

•

Impact on the value chain’s operations:

8

•

Total Score:

56

•

What is the risk of a self-limiting outbreak associated with infected meat or beef
cattle with a pathogenic organism in the beef value chain during a 12-month period?

•

Likelihood of Occurrence:

5

•

Impact on the value chain’s operations:

5

•

Total Score:

25

•

What is the risk of a cross-border spread associated with infected meat or beef
cattle with a pathogenic organism in the beef value chain during a 12-month period?

•

Likelihood of Occurrence:

6

•

Impact on the value chain’s operations:

8

•

Total Score:

48

Risk questions
•

What is the risk of limited animal feed available associated with severe droughts
during a 12-month period?

•

Likelihood of Occurrence:

8

•

Impact on the value chain’s operations:

4

•

Total Score:

32
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•

What is the risk of expensive animal feed associated with severe droughts during a
12-month period?

•

Likelihood of Occurrence:

8

•

Impact on the value chain’s operations:

4

•

Total Score:

32

•

What is the risk of low beef meat prices associated with severe droughts during a
12-month period?

•

Likelihood of Occurrence:

10

•

Impact on the value chain’s operations:

5

•

Total Score:

50

High

Yellow

Red

Red

8-10

16-40

40- 70

64 – 100

Onward Spread of
Infection
Cross
Spread

boarder

Green

Yellow

Red

5-7

10 -28

25 -49

40-70

Self-limiting
outbreak

Low beef meat prices

Impact

Medium

Low

Green

Green

Yellow

1-4

1-16

10 – 28

16 - 40

Risk with onward
spread of infection

Limited animal
available

feed

Expensive animal feed

Low

Medium

High

1-4

5-7

8-10

Likelihood

306

Figure A4.3: Likelihood and impact matrix of risks in beef value chain
Source: VCMC, 2009.

4.4

RISK MANAGEMENT IN THE BEEF VALUE CHAIN

Risk management: Meat or beef cattle infected with a pathogenic organism (FAO, 2011)
•

Infected animals need to be culled

•

Animals need to be vaccinated

•

Disease agent needs to be removed from the environment

Risk management: Climate change that represents in the form of severe droughts
•

Cattle farmers need to manage feed flow continually

•

Sell beef cattle before prices decline drastically

•

Sell beef cattle before the body conditioning score is too low

4.5

RISK COMMUNICATION IN THE BEEF VALUE CHAIN
•

Farmers or agents that import beef cattle need to report any diseases to the State
Veterinarian.

•

Animal feed companies need to inform their clients well in advance of possible price
increases due to droughts.

•

Agents of agri-businesses needs to inform their clients (producers) well in advance
when they experience a decrease of livestock prices.
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APPENDIX 5: THE DEVELOPMENT OF BEEF VALUE CHAINS - BEST
PRACTICE
5.1

BENCHMARK OF THE LOCAL AND GLOBAL BEEF VALUE CHAIN
BEST PRACTICE

Jurevicius (2014) defines benchmarking as a tool that can be used to relate the functioning of
products and business processes with the best recitals of other institutions both inside and
outside of the industry. Benchmarking is the examination and exploration of industry best
practices that provide excellent performance.
By using The Benchmarking Wheel Model (Shah & Kleiner, 2011), the best performance of
other beef related value chains was analysed. The five-stage process is discussed in the
following section.

Figure A5.1: The benchmarking wheel model
Source: Adapted from Shah & Kleiner, 2011.

5.2

PHASE 1: PLANNING

The planning phase involves the identification of the critical points of a beef value chain that
creates the platform of benchmarking (Jurevicius, 2014). These points are listed below.

What is vital to the performance of a beef value chain?
•

The availability and transparency of current beef prices received in the local market

•

The availability of good breeding stock and genetics

•

The access to high-quality animal feed

•

Excellent veterinary services

•

Reliable transportation

•

Location (easy accessibility of feedlots and abattoirs)
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Highly regarded practices/services that can be made even better?
•

Improve existing governmental veterinary services

•

Increase calving percentage of herds

•

Expansion of beef herds

Potential improvement of the quality of the final product?
•

A % premium received for meeting the specific requirements of the red meat
classification system

•

A % penalty obtained for supplying sick and poor condition beef

5.3

PHASE 2: IDENTIFYING TARGET BEEF VALUE CHAINS

The second phase involves the identification of several beef value chains to compare the
functioning of business procedures with the best performances available (Jurevicius, 2014).
The criteria applied to identify various beef value chains:
•

Beef value chains with similar products, functions, and services

•

Articles and publications regarding leaders in the beef value chain sector

The following target value chains were identified:

5.4

•

South African beef value chain

•

Namibia beef value chain

•

Botswana beef value chain

•

Zambia beef value chain

•

Malawi beef value chain

•

United States beef value chain

PHASE 3: DATA COLLECTION

To use benchmarking as a tool, data of various beef value chains is a prerequisite. Data
obtained from different beef value chains provide insight regarding processes and services.
Though, data collection was done using a desktop research (Jurevicius, 2014).

5.5

PHASE 4: ANALYSIS

The main differences between the existing beef value chain (South Africa) and the beef value
chain observed are identified below.
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Table A5.1: Comparison of the identified beef value chains
Questions

How available is
current beef prices of
the specific market?

Do producers have
access to good
breeding stock and
genetics?

South African
Beef
Value
Chain

Yes, easily
Internet/Radio
Auctioneer
services

Yes, however
it is expensive

Do producers have
access to good
quality animal feed in
terms of animal feed
companies?

Yes

Do producers have
access to good
veterinary services?

Yes, private as
well
Governmental
veterinary service

Is there reliable
transportation
available?
Are feedlots and
abattoirs easily
accessible in terms of
location?

Does the local
Government
implement strategies
to improve current
veterinary services?

What management
practices are in place
to improve calving
percentages?

What management
practices are in place
to increase the herd
size?

Yes

Yes

Yes, community
services
was implemented
recently

Fertility tests of
both
female and male
cattle
This depends
mainly on
the amount of feed
available and price
of feed

Namibia
Beef
Value
Chain

Yes, easily
Internet/
Radio
Auctioneer
services

Yes, easily
Internet/
Radio
Auctioneer
services

Botswana
Beef Value
Chain

Zambia
Beef Value
Chain

Malawi
Beef
Value
Chain

United
States
Beef Value
Chain

Limited,
Would like
to establish
a third-party
price
information
system

Limited
access to
market
information
such
as prices

Poor

Yes

Yes

Limited

Poor

Yes,
however
it is
expensive

Limited

Limited
Make use of
crop
residues
harvested
lands

Poor

Yes

Yes, private

Yes

Limited

Poor

Yes

Yes

Yes

Poor

Poor

Yes

Yes

No

Poor

Yes

No

No

Limited

Yes

Poor

Fertility tests
of both
female and
male cattle

Poor

This
depends
mainly on
the amount of
feed
available and
price of feed

Yes

Yes

Yes, community
services
was
implemented
recently

Fertility tests of
both
female and male
cattle
This depends
mainly on
the amount of
feed available
and price of feed

Limited

Limited

Poor

Limited
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South African
Beef
Value
Chain

Questions
Is there a reward
system in place for
producers supplying
beef at a premium
quality and standard?
Do producers receive
a penalty if the
product delivered
does not meet the
specific requirement?

Namibia
Beef
Value
Chain

Yes
Yes, producers do
receive
a penalty on
animals that do not
meet
the specific
requirement.

Yes
Yes, producers
do receive a
penalty on
animals that do
not meet
the specific
requirement.

Botswana
Beef Value
Chain

Zambia
Beef Value
Chain

Malawi
Beef
Value
Chain

Yes

No

No

Yes

No

No

United
States
Beef Value
Chain
Yes,
depending on
the
fat
percentage

Yes

Sources: Dzanja et al., 2013; Center on Globalization Governance & Competitiveness
((CGGC, 2009; FAO 2013; Indaba Agricultural Policy Research Institute (IAPRI), 2015.
From the analysis that was conducted, it is evident that the African countries beef value chains
have limited access to price information systems. Hence, this has a direct impact on the kind
of production management systems in place. Restricted access to veterinary services has a
negative impact on both herd management practices and quality of products produced.
Therefore, it can be concluded that the beef producers of the African countries are not
consumer orientated.

5.6

PHASE 5: IMPLEMENTATION

In order to be financially viable, a beef value chain needs to be consumer orientated and take
care of customer’s preferences. High-income consumers are concerned about the safety and
the quality of the end product. However, it is important that this preference needs to be
communicated to the producers and implemented in the beef value chain.
Hence the following is considered as best practice, when developing a beef value chain:
•

A transparent price information platform

•

The use of high-quality breeding stock

•

The availability of good quality feed

•

Access to excellent veterinary services that is available 24/7

•

Feedlots and abattoirs that are strategically located

•

Good transportation infrastructure available

•

A red meat classification system that meets the consumer’s requirement

•

A percentage premium received for meeting the specific requirements of the red
meat classification system

•

A percentage penalty obtained for supplying sick and poor condition beef
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APPENDIX 6: ANALYSIS OF KEY TRENDS WITH RESPECT TO IMPORTS
AND EXPORTS
6.1

INTRODUCTION

According to Neethling (2005): “the South African red meat industry was deregulated in 1992
and the import control was subsequently abolished in 1994. At the moment, the only
interventions by the government in the red meat industry are issues linked to health and phytosanitary measures and tariff protection. The Red Meat Producers Organisation (RPO), the
Red Meat Abattoir Association (RMAA) and the Association for Meat Importers and Exporters
(AMIE) are jointly responsible for promoting the production and marketing of red meat in South
Africa”. Thus, AMIE is responsible for promoting and monitoring meat exports and imports,
emphasising risk reduction and complexities related to the marketing of meat (Webb, 2013).
These organisations have done well regarding the exportation of meat to different countries
across the world (Webb, 2013).
South African beef exports increased rapidly over the past three years, partly due to the firsttime inclusion of data on exports to Botswana, Lesotho, Namibia and Swaziland (BFAP, 2016).
However, the biggest shift happened in 2014 when South Africa was declared free of foot and
mouth disease by the World Organisation for Animal Health (OIE). The declaration led to
South Africa accessing many export markets and drastic increases in exports to Vietnam, the
United Arab Emirates and Jordan (BFAP, 2016). The exports mainly consist of high value cuts,
which have made it possible for South African producers to improve total carcass value in
markets where a premium is within reach.

6.2

CATTLE IMPORTS AND EXPORTS

6.2.1

Cattle imports

Markets
South Africa imports livestock primarily from three countries namely Botswana, Lesotho and
Namibia. Most of the livestock is imported from Namibia, followed by Lesotho. Below is an
indication of the values of livestock imported to South Africa.
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Figure A6.1: South African Cattle import volumes and prices from Namibia
Source: ITC Trade Map, 2018.
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Figure A6.2: South African Cattle import volumes and prices from Lesotho and
Botswana
Source: ITC Trade Map, 2018.
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Figure A6.3: South African cattle import and export volumes
Source: ITC Trade Map, 2018.

Overview of trends
From the above Figure A6.1 and Figure A6.2, it is evident that most of the livestock are
imported from Namibia, estimated at 48 183 tonnes of livestock during 2017. According to
Agritrade (2014), Namibian farmers are keen to sell weaners to South African feedlots due to
a 20% higher price margin received. When the Namibian borders are closed (due to Foot &
Mouth disease outbreak and the implications of higher sanitary and phytosanitary (SPS)
measurements), cattle are imported from Lesotho. The above-mentioned trend was seen
during 2014. Agritrade (2014) mentioned that the higher SPS regulations were implemented
during May 2014 and suspended in August 2014. It is also evident that the amount of cattle
imported by South Africa grew exponentially from 2012 onwards (Figure A6.3), due to an
increased demand of weaners. This demand developed mainly from the following two reasons:
a) 95% of Limpopo and Mpumalanga beef farmers sold and slaughtered cattle herds and
started to farm with game during 2011 and 2015 and b) the appearance of seasonal droughts
in South Africa, resulting in limited supply of local weaners.

6.2.2

Cattle exports

Markets
Cattle are primarily exported to Mozambique, Botswana, Swaziland, Namibia and Lesotho.
From the above-mentioned, South Africa’s largest export market for cattle is Mozambique,
followed by the other countries respectively. Cattle exported to these identified countries are
mainly for breeding purposes such as genetic improvement of herds as well as herd
expansion.
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Figure A6.4: South African cattle export values and volumes to Mozambique
Source: ITC Trade Map, 2018.
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Figure A6.5: South African live cattle export volumes
Source: ITC Trade Map, 2018.

Overview of trends
Botswana imported even more cattle during 2016 and 2017 compared with Mozambique
during the same period. Lesotho and Swaziland showed an upward trend for live cattle imports
from South Africa for the period 2012 to 2017(Figure A6.5). As previously mentioned, cattle
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imports from South Africa are mainly for breeding purposes and herd expansions. According
to Steenkamp (2017), this could be linked to the migration of South African commercial
farmers starting to farm in other African countries.

6.3

MEAT IMPORTS AND EXPORTS

6.3.1

Meat imports

Markets
Bovine meat is primarily imported from Namibia, followed by Botswana and Australia. South
Africa imported 15 085 tonnes of meat from Namibia over the period of 2008 to 2017.

Meat Import (Values and volumes) from Namibia
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Figure A6.6: Meat import values and volumes from Namibia
Source: ITC Trade Map, 2018.
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Meat Import (Values and volumes) from Botswana
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Figure A6.7: Meat import values and volumes from Botswana
Source: ITC Trade Map, 2018.
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Figure A6.8: Meat import values and volumes from Australia
Source: ITC Trade Map, 2018.
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Overview of trends
South African meat imports originate from both Botswana and Namibia via Cape Town. Meat
is stored at two European Union certified cold stores based in Cape Town. From Cape Town,
imported meat is exported to European markets. However, from Figures A6.6 to A6.7 there is
an overall decline in meat imports from Botswana and Namibia, especially since 2014/2015.
This can be linked to Foot and Mouth Disease outbreak in Namibia and Botswana. European
countries do not allow meat imports from countries that have Foot and Mouth disease. The
fact that meat imports from Australia are for local consumption must be highlighted. However,
there was an overall decline from 2012 to 2017. From 2015, no meat was imported from
Australia at all.

6.3.2

Meat exports

Markets
South Africa export meat to Swaziland, Mozambique, Lesotho, Kuwait, Angola, Mauritius and
Egypt. Of these seven countries, meat is primarily exported to Swaziland, Mozambique and
Lesotho (African countries).
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Figure A6.9: South African meat export values and volume to Swaziland
Source: ITC Trade Map, 2018.
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Meat Export (Values and volumes) to Mozambique
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Figure A6.10: South African meat export values and volumes to Mozambique
Source: ITC Trade Map, 2018.
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Figure A6.11: South African meat export values and volumes to Lesotho
Source: ITC Trade Map, 2018.
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Overview of trends
From Figures A6.9 to A6.11 it is evident that in terms of value, South African meat exports
increased during 2008 to 2014. However, this could be due to limited (SPS) measurements in
place. Furthermore, during 2015 meat export values decreased significantly because of the
Foot and Mouth disease outbreak in South Africa. Due to food and safety regulations, meat
imports from countries with a Food and Mouth outbreak, is not allowed.

6.4

LEATHER (HIDES & SKINS) IMPORTS AND EXPORTS

6.4.1

Leather (hides & skins) imports

Markets
South Africa import leather (Hides & Skins) products from all over the world including: South
America (Brazil and Argentina), South Asia (India and Pakistan), Africa (Namibia, Botswana
and Zimbabwe) and Europe (Italy). The largest volume of leather is imported from South
America, especially from Brazil as indicated in Figure A6.12.

Overview of trends
The leather by-products or wet-blues are mainly used in the automotive sector. However, only
60-70% of hides produced are appropriate for automotive upholstery. Due to this shortfall,
high numbers of leather products are imported from South America, South Asia, Africa and
Europe (DAFF, 2012). This trend is particularly evident in Figure A6.12 depicting skin and hide
imports, especially from Brazil and India. The amount of leather products decreased during
2008 and 2009 on the hand of the economic recession, as automotive sales decreased during
that period. Furthermore, the unstable imports between 2015 to 2017 could be linked to the
weaker Rand value.

Figure A6.12: South African leather (hides & skins) import values
Source: ITC Trade Map, 2018.
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6.4.2

Leather (hides & skins) exports

The bulk of Bovine hides and skins are retrieved from abattoirs in South Africa and is classified
as a by-product of the beef cattle industry. However, the availability of bovine hides and skins
depends on the amount of cattle slaughtered per abattoir. Although, Eastern Cape is the
largest producer of cattle, most of the hides originate from Kwazulu-Natal, Free State,
Mpumalanga and Gauteng (DAFF, 2012).

Markets
South Africa exports bovine leather products mainly to Italy and China. For the period 2010 to
2015, 43% of all bovine leather products were exported to Italy, 28% to China and 5% to
Thailand.

Overview of trends
From Figure A6.13: it is evident that the amount of bovine leather exported to Italy and China,
decreased significantly during 2008 and 2009. Bovine leather is mainly used in the automotive
industry and during 2008 and 2009, the world experienced an economic recession and the
demand towards cars decreased significantly. However, exports recovered during 2011 to
2013, since the demand for more expensive vehicles increased after the economic recession.
However, it took much longer for Italy to recover from the economic recession. Export volumes
to Italy decreased again from 2011 to 2012.

Leather hides and skin exports (value)
250000

(1000 US$)

200000
150000
100000
50000
0

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Italy

China

Poland

Germany

Uruguay

France

USA

Thailand

Figure A6.13: South African leather (hides & skins) export values
Source: ITC Trade Map, 2018.
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6.5

CHALLENGES AND OPPORTUNITIES FOR THE SOUTH AFRICAN
LEATHER INDUSTRY

Interestingly, in 2015, South Africa exported raw hides (cattle and sheep hides) worth about
R3.7 billion and the South African hides (cattle and sheep hides) imports were about R1.26
billion for the same year (ICLT, 2016). Therefore, South Africa had a trade surplus of R2.44
billion. On the other hand, South African leather product exports were about R1.11 billion in
2015. Correspondingly, South African leather products imports were about R3.32 billion in
2015 (ICLT, 2016). Therefore, South Africa had a trade deficit of about R2.21 billion.
The fact that South Africa has a trade surplus of raw hides and a trade deficit of leather
products, suggests that there is an opportunity for South Africa to add value to the hides rather
than exporting them raw. This is recognised by the Department of Trade and Industry (DTI) in
its IPAP 2014/15 2016/17, where it notes that hide exports should be controlled as a way of
incentivising local value addition of hides. However, it should be noted that the South African
tanneries face a lot of challenges that hinder them from processing hides into leather products.
Indeed, as noted by the Institute of Creative Leather Technologies (ICLT, 2016). “the current
technological challenges experienced in the tanning industry in South Africa evolve around
the internalisation of real manufacturing costs, environmental, corporate responsibility, and
health and safety. Further, South African tanneries are being encouraged to direct leather
hides and skins to South African manufacturers, rather than export, in a drive to internalise
the profits of higher value goods available from South Africa.”
Some of the challenges facing the South African leather industry include (ICLT, 2016):
•

Lack of capital injection needed to solve market issues or to take advantage of
growth opportunities. Consequently, tanneries do not have enough capital to invest
in technology. However, the DTI is assisting some tanneries through its Production
Incentive Programme (PIP), helping tanneries to cover part or all of their capital
costs.

•

The South African leather industry is characterised by high barriers to entry such as
huge capital costs, low margins, and fluctuating raw material prices. The DTI is
trying to address some of these challenges through the development of Centres of
Footwear and Leather Goods Entrepreneurship.

•

Shortage of skilled labour

•

Raw material challenges

•

The raw materials used in the leather industry are sourced from abattoirs. These
raw materials are normally in demand and as result, their prices are to some extent
inflated.

•

The South African leather industry faces competition from China and India since
these two countries have a tendency of flooding international markets with cheap
leathers.

•

There is a small incentive for farmers (particularly communal farmers) to minimise
the damage to hides and skins caused by pests. This in turn reduces the quality of
South Africa hides.
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Nonetheless, South African leather and leather products exports grew by up to 60% from 2011
to 2014, with notable improvement in productivity over the period (ICLT, 2016). Indeed, 28
factories became operational in the leather and footwear industry between 2012 and 2015.
Countries exporting hides and skins to South Africa are charged import tariffs of up to 10%.
However, some countries have trade agreements with South Africa hence they export hide
and skins to South Africa free of charge, i.e. at zero percent tariffs. For instance, Southern
African Development Community (SADC) and European Union (EU) countries have free trade
agreements with South Africa, enabling them to export hides and skins products free of duty.
Likewise, South Africa exports hides and skins to SADC countries and Hong Kong duty free
due to the free trade agreements among SADC countries and South Africa with Hong Kong
(DAFF, 2012). Similarly, South Africa exports hides, skins and leather products to EU duty
free under the African, Caribbean and Pacific Countries Trade Agreement (ACP), and to the
USA under the African Growth and Opportunity Act (AGOA) (DAFF, 2012). South African
hides, skins and leather have preferential access to Turkey markets under the Generalised
System of Preferences (GSP). Contrarily, China imposes high tariffs on hides, skins and
leather imports as a way of protecting its domestic industry (DAFF, 2012).

6.6

CONCLUSION

Namibia is the largest exporter of live cattle to South Africa, accounting for about 99% of the
total South African live imports in 2017. On the other hand, Mauritius was the largest importer
of live cattle from South Africa in 2016, accounting for about 43% of the total South African
live cattle exports. Interestingly, Mauritius accounted for only about 25% of the South African
live cattle exports in 2010. Thus, Mauritius has become a key live cattle market for South
Africa. South African neighbouring countries, Lesotho, Zimbabwe, Zambia, Botswana,
Mozambique and Swaziland, accounted for about 79% of the South Africa live cattle exports
in 2017. In 2016, South Africa put in place stringent import regulations for livestock from
Botswana, Lesotho, Namibia and Swaziland. These new regulations could result in a decline
in the Namibian weaners exports to South Africa and this could in turn result in a shortage of
weaners in the South African market, putting pressure on the prices of weaners. Overall,
Southern African countries are the biggest trading partners of South Africa when it comes to
live cattle.
South Africa is a net importer of beef and this trend is expected to continue in the near future.
This could be exacerbated by the fact that local producers are in a weather induced herd
rebuilding phase, thereby limiting the local beef supply for the next few years. Regarding South
African beef exports, an interesting pattern can be noticed where the beef exports have been
increasing over the past four years, owing mainly to increasing demand of high value cuts in
the Middle East. After the World Organisation for Animal Health (OIE) announced South Africa
free of foot and mouth disease in 2014, South Africa’s beef exports to countries such as
Jordan, Vietnam and United Arab Emirates increased tremendously (BFAP, 2016). The South
African beef exports have been relatively competitive due to high global prices and the
depreciating exchange rate. This provided a relief to the local beef producers given the severe
drought experienced by South Africa for the past two years. The efficiency of the beef industry,
good traceability system, effective classification and a grading system and a disease-free
status are important in keeping the South African beef exports competitive in the global
markets (BFAP, 2016). The recent increase in the South African beef exports gives a positive
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outlook for the local beef industry. Furthermore, the ongoing negotiations between China and
South Africa regarding local beef producers accessing markets in China gives hope for a
positive outlook for the local beef industry.
The major fresh or chilled beef export destinations for South Africa consists of regional
markets (Lesotho, Mozambique and Swaziland) and Middle East markets (Jordan, Kuwait,
and UAE). On the other hand, South African frozen beef export destinations comprise Far
East markets (Vietnam and Hong Kong), African markets (Angola, Lesotho and Mozambique)
and Middle East (Kuwait).
However, South Africa will face stiff competition from countries such as Australia, Pakistan,
India and Brazil. This is due to the fact that, these countries are major exporters of beef to
some countries that South Africa has been increasing its market share for the past five years.
Nonetheless, it should be noted that “the South African beef industry is world class and is due
to the high level of differentiation and diversification of its product offerings” (Kau, 2016). In
addition, South African beef contains fat content that is comparable to international standards.
South Africa earns foreign exchange from raw leather and tanned leather exports. The main
markets of the South African raw leather and tanned leather include Europe and Asia. South
African raw hides and skins exports grew by 14% between 2011 and 2015, with Namibia,
Korea, Republic and Thailand experiencing imports growth of 86%, 44% and 36%, for the
same period, respectively. However, South Africa does not produce enough raw leather and
tanned leather for its own use. Therefore, the demand is filled with imports from Africa, Europe
and low quantities from the Americas. South Africa’s raw hides and skins imports accounted
for about 0.28 % of the world imports in 2017. South African raw hides and skins imports grew
by 16% and 17% in value and quantity terms, respectively, for the period of 2011 to 2015, with
Australia and Mozambique experiencing 400% and 128% export growth, respectively.
However, Italy and China were the largest importers of raw hides and skins from South Africa
in 2017, accounting for about 36% and 27% of the South African raw hides and skins imports,
respectively.
Currently, factors such as a weak exchange rate, a disease-free status and trade negotiations
between China and South Africa offers an opportunity for local producers to increase exports,
particularly to Asia and Africa where the demand is growing. Thus, these factors could help
the South African beef industry to be competitive in global markets.
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APPENDIX 7: BEST PRACTICE OF INTERVENTIONS REGARDING BEEF
VALUE CHAINS - AFRICAN COUNTRIES
7.1

INTRODUCTION

This section is an overview of best practice in terms of interventions to upgrade beef value
chains of African countries. This was executed by benchmarking the following African
countries: Botswana, Namibia, Zambia and South Africa. These countries were chosen based
on the importance of the beef value chain regarding the country’s agri-food system as well as
the percentage of beef products contributed regarding the total gross value of agricultural
production of the specific African country.
Synopsis of methodology applied
The Benchmarking Wheel Model Method of Shah & Kleiner (2011) were used to developed a
best practice matrix of interventions related to Botswana, Namibia and Zambia beef value
chains were analysed. The five-stage process comprises out of the following phases indicated
in Figure A7.1 below.

Figure A7.1: The benchmarking wheel model
Source: Adapted from Shah & Kleiner (2011).
Starting with Phase 1, involving the identification of the critical points that creates the platform
of benchmarking, followed by Phase 2, which encompasses the comparison of the functioning
of business processes with the best performance available. Followed, by Phase 3, that
involves the collection of data in order to make comparisons. Phase 4, comprises the
analysing procedure in order to make recommendations in Phase 5, which is the improvement
phase (Jurevicius, 2014).
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7.2

BENCHMARKING AFRICAN BEEF VALUE CHAIN BEST PRACTICE IN
TERMS OF INTERVENTIONS

7.2.1

Phase 1: Planning of critical points

As previously mentioned, the planning phase involves the identification of critical points of
interventions related to a beef value chain and creates the platform of benchmarking
(Jurevicius, 2014). In order to identify these critical points, the following questions needs to be
answered:
•

What interventions are vital to optimise the performance of a beef value chain?

•

Access to animal feed and feed-supplements to overcome drought periods (in order
to keep national herd size increasing)

•

Implementation of an effective veld grazing programme

•

Production of beef product that is linked to the value chain actor’s demand

What interventions can be implemented to improve current practices and services?
•

Successful implementation of veterinary services that is accessible to both
commercial farmers and smallholder farmers

•

Implementation of an easily accessible marketing platform for both commercial
farmers and smallholder farmers

•

Establishment of infrastructure that is linked to the above-mentioned marketing
platform

•

Implementation of a mentorship programme for training and knowledge transfer

•

Implementation of a breeding programme assisting farmers to produce livestock on
par of consumer demands

What interventions can be implemented to improve the quality of final product?
•

A % premium received for meeting either/or feedlot and abattoir requirements

•

Implementing traceability system

7.2.2

Phase 2: Selecting African countries

The second phase involves the identification of African countries to compare various
interventions with the best performance available (Jurevicius, 2014).
Criteria applied to identify various beef value chains:
•

Beef value chains with similar products, functions and services in Africa

•

Articles and publications regarding leaders in the African beef value chain sector
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Based on the above the criteria the following beef value chains were identified:

7.2.3

•

Namibia beef value chain

•

Botswana beef value chain

•

Zambia beef value chain

•

South Africa beef value chain

Phase 4: Analysis

The analysis phase provides a synopsis of the African beef value chains interventions as
illustrated in the Table A7.1below.

Table A7.1: Comparison of the identified beef value chains interventions
Questions

What interventions are
proposed to supply
farmers with feed and
feed supplements during
droughts, if applicable
what are these
interventions?

Namibia
Beef Value Chain
Interventions

Botswana
Beef Value Chain
Interventions

Zambia
Beef Value Chain
Interventions

Compensations are
The Botswana
Zambia intervene by
provided by the Namibian Government does have providing training in terms
Government in the form of
drought mitigation
of effective grazing hay
a subsidy for animals that programmes in place that making as well as pasture
were sold (Katunahange, are intentionally planned improvements in order to
2016).
to help build up the
improve forage flow and
overall national
overcome feed shortages
suppleness to drought
and to overcome the
with the aid national
drought periods
development strategies (Lubungu, et al., 2015).
such as the following:
beef cattle relief in the
form of free vaccinations,
water development
programme, as well as
the assistance with
animal feeds and
supplements as well as
incentives for an amplified
livestock offtake (FAO,
2004).

Identify interventions that
NGO’s, Namibian
The Government of
are proposed to
Government implemented Botswana recognized the
implement an effective Planned Grazing through
danger involved of
grazing programme in the Herding (PGH) that is
overgrazing in terms of
specific country?
based on culturally
the national economy. To
acceptable norms of
overcome this problem,
management that is built
they implemented the
on scientific and
Tribal Grazing Land
ecological knowledge Policy (TGLP) which main
(Drynet, 2015).
objective is to improve
grazing control (UNDP,
2014).

Zambia intervene by
providing training in terms
of effective grazing hay
making as well as pasture
improvements in order to
improve forage flow and
overcome feed shortages
(Lubungu, et al., 2015).

South Africa
Beef Value Chain
Interventions

South African
Government intervene in
periods of drought by
assisting farmers with a
subsidy for drought relief
(Pule, 2016). However,
this subsidy is not
sufficient or sustainable in
the long run.

Conservation of South
Africa (CSA) works hard
to encourage responsible
planning and
management in various
areas including the
implementation of proper
grazing programmes
(Conservation South
Africa, 2016).
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Questions

Namibia
Beef Value Chain
Interventions

Botswana
Beef Value Chain
Interventions

Zambia
Beef Value Chain
Interventions

South Africa
Beef Value Chain
Interventions

Do African countries
The execution of the
According to (CGIAR,
Yes, Zambian
Yes, a programme called
proposed interventions in Meatco Owned Cattle
2013), there is limited
Government assist
Custom Feeding was
order to get farmers (both scheme, is an incentive incentives to value adding
farmers with the
successfully
commercial and
where calves are
in order to exploit the
assistance of the Cold
implemented, which
smallholder farmers) to
identified up-front by
export markets.
Storage Board of Zambia involves the fattening of
produce beef products on
Meatco’s technical
(CSBZ) in order to
weaners (Mkhabela,
par of market demand? advisors and tagged for
improve overall marketing
2012).
(CGIAR, 2013) also
future slaughtering.
indicated the following: of beef products that is on
Meatco paid farmers half
par of market demand
“Although most of the
of the value of the animal farmers in the discussion
(Chikazunga, et al.,
by the time of
2008).
claimed to be aware of
identification and serve as
the specific buyer’s
an “upfront loan” in order demands for purchase
to finance their cash flow
animals’ age, some
to raise the animal till
continued to deliver old
slaughter age (Meatco
cattle to the market and
Foundation, 2017).
received an association
low price, or had their
animals rejected outright.

What interventions are The Millennium Challenge According to (CGIAR,
The Cold Storage Board
proposed to improve
Account (MCA) Namibia
2013): “Officials must
of Zambia (CSBZ) assist
overall veterinary services Compact proposed to
explore policies and
with disease control
as well as accessibility to intervene by upgrading
programs that would
through national beef
farmers?
the current veterinary
reverse the on-going
schemes (Katunahange,
services available in order shortage of veterinary and
2016).
to obtain an animal
extension officers by
disease-free status
training new officers”.
especially for the Norther
Communal Areas
(Millennium Corporation
Challenge, 2009).

South Africa Government
implemented the Primary
Animal Health Care
(PAHC) programme and
the Compulsory
Community Service
programme. The latter’s
main focus for graduate
veterinarians, where they
can start gaining
experience on provincial
level (DAFF, 2013)

What interventions are
Meatco Foundation
The implementation of a
Yes, Zambian
Conservation South Africa
proposed to improve
provides access to
“live-animal marketing
Government assists
(CSA) started with a
accessibility of the market farmers via their initiative system” (FAO, 2013).
farmers with the Cold
livestock auction market
platform?
of Meatco & Danish Coop
Storage Board of Zambia
platform on a regular
(Meatco Foundation,
(CSBZ) in order to
basis in KwaZulu-Natal
2017).
improve overall marketing and the Eastern Cape.
of beef products
(Conservation South
(Chikazunga, et al.,
Africa, 2016).
2008).

Are there any
(OECD Development
interventions proposed to Centre, 1992) proposed
improve current beef
that Meatco should
handling facilities and improve and establish the
infrastructure especially necessary beef handling
related to smallholder
facilities.
farmers?

According to (FAO, 2013) The Cold Storage Board Conservation South Africa
interventions is required
of Zambia (CSBZ)
(CSA) does implement
to “develop one-stop shop provides incentives in
the necessary beef
farming centres with the terms of construction of
handling facilities &
necessary beef handling
pens and paddocks.
infrastructure. However,
infrastructure available”.
only in local communities
(Conservation South
Africa, 2016).
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Questions

Does training and
mentorship receive any
attention in order to
improve the specific
country’s beef value
chain?

What interventions are
there to improve the
current breeding
programme of beef
producers?

Namibia
Beef Value Chain
Interventions

Zambia
Beef Value Chain
Interventions

Yes, Meatco is in the
(CGIAR, 2013) proposed
Yes, according to
process to establish a
that farmers require
(Lubungu, et al., 2015),
learning program, which access to the following
training regarding of
will enhance the
training modules: basic
forage management is
facilitation of information livestock management as
extremely important.
exchange between
well as marketing training.
various livestock projects
in both Southern and East
Africa (Meatco
Foundation, 2017).

The Botswana
The Sustainable cattle Government implemented
production in Namibia an improvement program
programme intention is to for the Tswana Breed
taking the following
improve overall cattle
objectives into
genetics of smallholder
consideration: the
farmers (Meatco
improvement of economic
Foundation, 2017)
production from the
Tswana breed, the overall
improvement of rural
income via the
development as well as
distribution of superior
Tswana breeding material
(Mpofu, 1996).

The execution of the
Meatco Owned Cattle
Are there any
interventions proposed to scheme, is an incentive of
implement a % premium Meatco where calves are
identified up-front by
received for meeting
Meatco’s technical
feedlot and abattoir
advisors and tagged for
requirements?
future slaughtering.
Meatco paid farmers half
of the value of the animal
by the time of
identification and serve as
an “upfront loan” in order
to finance their cash flow
to raise the animal till
slaughter age (Meatco
Foundation, 2017).

What interventions are
proposed to implement a
traceability system?

Botswana
Beef Value Chain
Interventions

According to (Calitz,
2016) the traceability
system in Namibia is
mandatory.

South Africa
Beef Value Chain
Interventions

Yes, the ACR has a
specially designed
programme where
smallholder farmers
received training.

The construction of
breeding centres to
implement breeding
programmes was
proposed (Lubungu, et
al., 2015)

The ARC implements The
Beef Genomics
Programme (ARC, 2016)

No

No

No

Botswana Meat
Commission (BMC) is in
the process to implement
a quality control system at
all stages of the beef
value chain. One of the
requirements is that
farmers need to obtain a
sales permit (CGIAR,
2013).

The following study
(World Bank, 2006)
proposed the
implementation of a
traceability system as
there is limited
development of a
traceability system in
Zambia.

According to (Calitz,
2016), South Africa has
only a voluntary
traceability system in
place. Therefore, South
Africa can only export to
certain markets. However,
they recommend the
implementation of a
mandatory traceability
system in South Africa.
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From the analysis that was conducted, it is evident that all of the African countries (Namibia,
Botswana, Zambia and South Africa) have a form of intervention in place to assist farmers
during seasonal droughts, to increase effective grazing, to produce beef products on par of
market demand, improve veterinary services and implement training. However, intervention to
overcome droughts is more indirect and in the form of training or in a form of a subsidy to buy
animal feed and supplements. Some countries even provide compensation in a form of a
subsidy when animals are sold. It is also clear that veterinary services in all of these African
countries are not optimal. South Africa is the only country that made a huge effort in terms of
intervention by implementing the PAHC and CCS programme. Lack of beef handling
infrastructure and equipment is also limited and intervention by NGO’s and Government
seems to be partial for all African countries. All African countries tried by implementing training.
Though, some of the countries indicated that training should be more available for “Herdboys”.

7.2.4

Phase 5: Implementation

In order to be financially viable, various interventions need to be implemented to overcome
“bottlenecks” in a beef value chain. Hence, the following is considered as best practice, when
proposing interventions regarding a beef value chain:

7.2.5

•

A sustainable intervention for both smallholder farmers as well as commercial
farmers to overcome seasonal droughts, without slaughtering high numbers of
breeding material

•

Implementation of national effective grazing programme

•

Radically improvement of veterinary services (applicable to both smallholder and
commercial farmers)

•

Establishment of beef handling infrastructure that will aid with the flow of beef cattle
into the value chain

•

Implementation of incentives for farmers to produce beef products on par of market
demand

•

Intervention to increase the accessibility of the beef market platform

•

Radical implantation of a training programme that focus on all the aspects of beef
production

•

Implementation of a mandatory traceability system that will assist to obtain new
markets

Conclusion

It is evident that major interventions need to be implemented to overcome “bottlenecks” in a
beef value chain in order to be sustainable. Some of the major interventions will be to
implement a sustainable drought relief programme for farmers and an effective veterinary
service platform that is accessible to both smallholder and commercial farmers. In order to
improve the flow of the products in the value chain, interventions regarding the establishment
of beef handling infrastructure and equipment are vital. Though, information flow down the
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value such as consumer requirements will need serious attention. Once this problem is
addressed, the implementation of a traceability system will aid to obtain more markets.

333

REFERENCES
Agricultural Research Council (ARC). 2016. Annual Beef Bulletin 2016. [Online]
Available
at:
http://www.arc.agric.za/ARC%20Newsletters/ARC%20Annual%20Beef%20Bulletin%20%202016.pdf [Accessed: 30 August 2017].
CGIAR, 2013. Competitive smallholder livestock in Botswana: Results of a livestock value
chain survey in the Central district of Botswana. [Online] Available at:
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.977.3070&rep=rep1&type=pdf
[Accessed: 30 August 2017].
Chikazunga, D., Louw, A., Muloongo, O. & Haankuku, C. 2008. Smallholder farmers’
participation in restructuring markets: The beef subsector in Zambia (B). [Online]
Available
at:
http://pubs.iied.org/pdfs/G03297.pdf
[Accessed: 30 August 2017].
Conservation
South
Africa,
2016.
Conservation
South
Africa.
[Online]
Available at: http://www.conservation.org/global/ci_south_africa/Pages/conservation-southafrica.aspx [Accessed: 30 August 2017].
Department of Agriculture Forestry and Fisheries (DAFF). 2013. Community Animal Health
Care
Services.
Strategy
Review
Document
2013.
[Online]
Available
at:
http://www.nda.agric.za/docs/media/COMMUNITY%20ANIMAL%20HEALTH%20CARE%20
STRATEGY%20Draft%202%20(1).pdf [Accessed: 30 August 2017].
Drynet. 2015. Development of sustainable rangeland management practises in the communal
lands
of
Namibia.
[Online]
Available
at:
http://dry-net.org/initiatives/development-of-sustainable-rangelandmanagement-practises-in-the-communal-lands-of-namibia/ [Accessed: 30 August 2017].
Food and Agricultural Organization (FAO). 2004. Natural Resources Management and
Environment
Department.
[Online]
Available
at:
http://www.fao.org/docrep/008/y5744e/y5744e0b.htm [Accessed: 30 August 2017].
Food and Agricultural Organization (FAO). 2013. Botswana AgriFood Value Chain Project
Beef Value Chain Study. [Online] Available at: http://www.fao.org/3/a-i3158e.pdf [Accessed:
30 August 2017].
Katunahange, B. 2016. Facing drought, the Namibian farmers’ way. [Online]
Available at: http://www.thevillager.com.na/articles/10256/Facing-drought-the-Namibianfarmers--way/ [Accessed: 30 August 2017].
Lubungu, M., Sitko, N. & Hichaambwa, M. 2015. Analysis of Beef Value Chain in Zambia:
Challenges and Opportunities of Linking Smallholders to Markets. [Online] Available at:
http://ageconsearch.umn.edu/bitstream/229599/2/wp103.pdf [Accessed: 30 August 2017].

334

Millennium Corporation Challenge. 2009. MCA Namibia Agriculture Project Description.
[Online] Available at: http://www.mcanamibia.org/files/files/agricultureproject.pdf [Accessed:
30 August 2017].
Mkhabela, T. 2012. Linking Farmers with Markets in Rural South Africa: Rural Development
and Poverty Alleviation through Supply Chain Management. [Online] Available at:
http://www.namc.co.za/upload/all%20reports/Linking%20farmers%20to%20markets%20in%
20Rural%20SA.pdf [Accessed: 30 August 2017].
Mpofu, N. 1996. Conservation of the Tswana cattle breed in Botswana. [Online] Available at:
http://www.cattlenetwork.net/docs/agri/agri20_1.pdf [Accessed: 30 August 2017].
OECD Development Centre, 1992. Namibian Agriculture: Policies and Prospects. [Online]
Available at: http://www.oecd.org/countries/namibia/1920743.pdf [Accessed :30 August
2017].
Pule, A. 2016. Government provides support to farmers. [Online] Available at:
http://www.vukuzenzele.gov.za/government-provides-support-farmers [Accessed: 30 August
2017].
Shah, D. & Kleiner, B. H. 2011. Benchmarking for Quality. S.l. Industrial Management.
UNDP. 2014. Using SLM to improve the integrity of the Makgadikgadi ecosystem and to
secure the livelihoods of rangeland-dependent communities. [Online] Available at:
https://info.undp.org/docs/pdc/Documents/BWA/Makgadikgadi%20SLM%20UNDP%20PRO
DOC%20Botswana.pdf [Accessed: 30 August 2017].
World Bank, 2006. Recommendations of a Joint World Bank/USAID Assessment Team.
[Online]
Available
at:
http://siteresources.worldbank.org/INTRANETTRADE/Resources/Topics/Standards/Zambia_
Summary_final_11Jul.pdf [Accessed: 30 Aug 2017].

335

