BUILDING PARTNERSHIPS FOR RURAL
LAND DEVELOPMENT
Goal

The Business Trust resolved to make a founding donation for the establishment of a non-profit company to
support the development of commercially viable partnerships between investors and local land owners.
Its goal is to enable communal land owners and beneficiaries of the land reform process to make effective use
of their land. It aims to improve the lives of poor and needy local communities and support the transformation
of land ownership in South Africa on an economically sustainable basis.

This document

This document describes the land challenge, sets out what is required to make land productive and describes
the key features of the Vumelana Advisory Fund: a company to enable communal property institutions to
establish land development partnerships. It shows the benefits for those institutions, investors, transaction
advisors and allied professionals, public officials and development funders.

THE LAND CHALLENGE
South Africa is experiencing
a large scale loss of
productive land

“...farms totalling 5.9 million hectares, which were active and
accruing revenue for the state, were handed over to people and
more than 90% of those farms are now not functional. …...
We cannot afford to go on like that,” Gugile Nkwinti, Minister of
Rural Developmentand Land Reform.1
The scale of destruction of economic value is put in context
when it is realized that 5,9m Ha is about one and a half times
the size of Switzerland.

The size of the challenge is
considerable

Switzerland 4.1 million Ha

While 96% of the 79,696 claims for the restitution of land lodged since 1994 have been settled2 (amounting
to some 2.5m of the 2.6 m Ha claimed), only 3,4m3 of the 24.9m hectares targeted for redistribution has been
redistributed.
R4.083 billion was allocated for land reform in the 2010/11 budget. However, the target for the amount of
land to be redistributed over the Medium Term Expenditure Framework period has been reduced by more than
half. The Department of Rural Development and Land Reform also reported that 25% of the land acquisition
budget would be used for the recapitalisation of failed land reform projects.4

The removal of land from
productive use has severe
economic consequence
The land reform
process is undermined

The removal of land from productive use has severe consequences for the economy and the land reform
process. If the current rate of failure was to continue as more land is transferred, the loss to the economy
could be in excess of R50bn. The loss of high potential agricultural land is particularly problematic in the face
of a growing population and rising pressure on food production globally.

The failure of land reform also undermines South Africa’s transformation process as newly enfranchised land
owners fail to reap a benefit from the land they acquire. Indeed rather than providing assets that enable
people to become active participants in the economy, jobs are lost and poverty deepens as land becomes
unproductive.

1
2
3
4

SA Times Mar 2, 2010 Massive farm failure - Brendan Boyle.
Report of the Portfolio Committee on Rural Development and Land Reform on Budget Vote 32: dated 23 March 2010
Based on Minister Gugile Nkwinti’s statement that 5,9m Ha has been transferred
See 3 above
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MAKING TRANSFERRED LAND PRODUCTIVE
Dilemma

The need to change the pattern of land ownership resulting from dispossession is clear. The economic
consequences of doing this in a manner that makes land unproductive will ultimately be unmanageable.
Beneficiaries of transferred land must be enabled to make their land productive.

Why does transferred land

Transferred land becomes unproductive because the newly enfranchised land owners cannot raise the capital
or acquire the skills needed to work the land. While much of the land has high economic potential and the
newly enfranchised land owners are thus asset rich, they remain cash poor. Because of the value of the land
it has investment potential but investors are loathe to take on the complexity of land reform projects. The
legislation provides for the provision of grants to new land owners but these are difficult to acquire and on
their own are not sufficient to make the land productive.

become unproductive?

What is needed?

An arrangement is required that brings together the land and the labour that the new land owners can
provide with capital, entrepreneurship and management skills that investors can bring.

Experience in meeting the

Between 2004 and 2010 the Business Trust ran a project in Maruleng and Bushbuckridge where 500,000
people live on the border of the Kruger National Park. It aimed to pilot a market based approach to economic
development. Part of the programme focussed on working with communal property institutions responsible
for the management of land acquired under the land reform programmes. Partnerships were structured with
investors for the development of their land. 12 of these partnerships raised R1,5 bn with the potential to
benefit 3,300 families and create 4,975 jobs.

challenge.

Requirements for making
communal private
partnerships work.

There are three requirements for making these land development partnerships effective, for which three
types of skill are required:
1. A deal must be structured between the land owners and an investor. This requires transaction
advisory skills.
2. The communal property institution and its members (beneficiary families) must be enabled to exercise
their rights as owners and participate effectively in the partnership process. This requires community
facilitation skills.
3. The communal property institution must acquire the capacity for effective governance and the
management of its property portfolio. This requires administrative skills.

A COMPANY TO ENABLE COMMUNAL PROPERTY
INSTITUTIONS TO ESTABLISH LAND
DEVELOPMENT PARTNERSHIPS
Rationale for a new
company

The success of the projects in which the Business Trust has been involved is attributed to the sustained
and dedicated attention of skilled transaction advisors, community facilitators and property institution
administrators.
Without these skills transactions cannot be secured or property institutions stabilised. However the parties
most in need of the skills do not have the resources to acquire them when needed (at the point of land
acquisition they are asset rich and cash and skills poor). The Vumelana Advisory Fund will pre-fund the
acquisition of the required skills.
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Vision

The vision behind the establishment of the new company is that of a successful land reform process in which
newly enfranchised land owners are able to put their property to effective economic use and thereby:
· provide income and employment for their members;
· contribute to the development of their local economies; and
· ultimately enable more rural people to become more effective participants in more inclusive markets.

Mission

The mission of the company is to procure the technical skills required to structure viable partnerships
between local land owners and investors in a manner that builds the long term wealth of the communal
property institutions supported.

Function

The function of the company will be to facilitate the productive economic use of land transferred under the land
reform programme by procuring transaction advisory (TA), community facilitation (CF) and CPI admin services
for beneficiary communities.

Scope

The organisation will work nationally in areas where it can have the most impact while maintaining the
viability of the company.

Form

The company has been formed as a public benefit, not for profit organisation to raise, disburse and recover
funds for the provision of transaction advisory and associated services.

Positioning

It will be positioned as part of the process of building more inclusive markets in South Africa, linking investors,
communities, government and donors.

Governance

The company is governed by a board with the commitment and skills to drive and direct the company.

Services

Three types of service are offered to communal property institutions (CPI’s) in order to enable them to
structure Communal Private Partnerships (CPP’s) with investors:
· Transaction advisory services
· Community facilitation services
· CPI administration services

Role

The role of the new company is to pre-fund the acquisition of the professional services for the CPI thus
enabling it to structure effective partnerships with private investors. The costs incurred will be recovered once
the partnerships are established.

Process

A small management unit will manage a
fund or funds (focussed on different sectors,
geographic areas or issues to meet funders’
needs). The funds will be used to procure
professional transaction advisory, community
facilitation and CPI administration skills in order
to structure partnerships and administer CPI’s.
Management of the company is provided by
secondment from the Business Trust with the
following executive involvement:
· Brian Whittaker BSc, MA (Cum
Laude) Chief Executive Business
Trust with 30 years development management experience, responsible for the establishment of the
company and executive oversight.
· Golden Mahove MBA, 17 years experience in enterprise and agri-business development throughout
Africa, responsible for general management.
· Nigel McClure BCom. CA (SA) 30 years experience in financial management and control (mainly
with the Anglo American group of companies), responsible for financial management and control.
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Financing

Sustainability

Risks

Three sources of finance are envisaged:
· Fees earned from the partnership established to recover transaction advisory costs and to be
received once the deal is signed.
· Grants from development funders for the support of the administration of Communal Property
Institutions.
· A grant from the Business Trust to cover the administration costs of the company.

Part of the objective of establishing a new company is that it should provide services on a sustainable basis.
While operating on a non-profit basis the company will seek to recover costs where possible, develop a diverse
income base and manage its operations with an eye on the long term sustainability of its operations.

While support for land transactions has been tested and shown to be effective, the main risks are
associated with the aim of doing that on a sustainable basis:
· Demand risk:
The demand for transaction advisory services does not materialise.
· Supply risk:
The supply of transaction advisors is insufficient to provide the services
		
required.
· Pricing risk:
The services are not priced at a level that can be recovered.
· Funding risk:
The funds required to provide CPI administration services cannot be raised.
· Endowment risk: Endowment sinks faster than predicted and the fund administration costs
		
cannot be covered.
· Recovery risk:
The default rate on recovery of funds exceeds the anticipated 30%.
These risks are covered by the funding provided by the Business Trust.

Opportunities

Further information

The establishment of the new transaction support company provides opportunities for:
· Communal Property Institutions to realise their ambition of development for their members
through partnerships with investors.
· Investors to enter into supported relationships with CPI’s for the development of agriculture,
tourism and other assets.
· Transaction advisors and allied professionals to provide services to needy communities with
guaranteed fee payments by the new company.
· Public authorities to accelerate the recovery of failed land deals and establish a sustainable basis
for making deals viable in the future.
· Development funders to co-finance the fund or open targeted development funding windows to
meet targeted needs.

For further information contact Golden Mahove at gmahove@vumelana.org.za

Vumelana Advisory Fund Directors
Carroll N; Dunn M; Fearnhead T; Makwana M; Mpumlwana M; Njobe BN; Van Zyl J (Chairman); Whittaker B.
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Vumelana
“Agree with one another,
make a contract with one another,
				support one another”

A BUSINESS TRUST INITIATIVE
The Business Trust is the operating entity for Jobco NPC
Nonprofit Organisation number 032-482-NPO
Company registration number 1999/013443/08

Vumelana Advisory Fund
Building 13, The Woodlands, Woodlands Drive,
Woodmead 2191, South Africa
PO Box 2032 Gallo Manor 2052
Tel: +27 11 612 2000
Fax: 086 504 1772
Email: info@vumelana.org.za
Web: www.vumelana.org.za

