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The paper presents the results of an in-depth study on the factors that hampers progress among 
transferred farms of the LRAD programme and also explains the factors that led to the collapse of the 
“Agency Agreement

i
. The approach for the study involved three processes. First approach involved 

analysis of policy documents of LRAD and the Agency Agreement. In the second approach, data 
derived from the files and records of the Land Bank and the then Department of Land Affairs (DLA)

ii
 was 

subjected to financial and descriptive analyses. The third approach involved field interviews and farm 
audits. The study was conducted in late 2004 and it covered cases approved during 2001 to 2004. 
According to the study results, there is low level of productivity among transferred farms, whereas, in 
other farms there is no productivity at all. The partnership between the Land Bank and the DLA did not 
enhance realization of LRAD objectives, yet, there were positive gains delivered. The poor performance 
of LRAD and the failure for the Agency Agreement is attributed to the poor policy formulation and the 
failure to integrate and streamline different programmes among the three implementing agencies. The 
entire policy framework of LRAD and its objectives must be reviewed. 
 
Key words: Productivity on farms, LRAD policy framework, agency agreement, factors hampering productivity. 

 
 
INTRODUCTION 
 
The LRAD is the sub-programme of the Redistribution 
Programme and the third pillar of the land reform 
programme in South Africa. Introduced in 2001, the 
LRAD replaced the Settlement Land Acquisition Grant 
(SLAG). Three government institutions played a critical 
role in the implementation of LRAD. These include the 
Land Bank, the Department of Agriculture (DoA), 
currently called the Department of Agriculture Forestry 
and Fisheries and the Department of Land Affairs now 
called the Department of Rural Development and Land 
Reform (DRDLR). The working relationship between the 
Land Bank and the DLA are captured in a legal 
framework called the “Agency Agreement” whereas, the 
2008 LRAD policy (an improved version of 2001) serves 
to outline the roles and responsibilities of the three 
implementing agencies. 

In 2004, just four years after its inception the LRAD  
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programme was criticized for the poor agricultural 
performance of the transferred farms. Some of the 
projects were reported to have collapsed even before 
engaging in productive farm activity while beneficiaries 
were locked in different kinds of conflicts. At an 
institutional level problems were starting to surface as the 
DLA was reported to be experiencing problems of budget 
deficits and consequently at the end of 2004, the Agency 
Agreement between the DLA and the Land Bank 
collapsed.  

However, the real factors underpinning the failure for 
LRAD were not uncovered in full and the reasons that led 
to the collapse of the Agency Agreement were also not 
known. In order to unravel the factors that led to the 
collapse of the Agency Agreement and the failure of 
LRAD, a need to undertake an investigative study 
became necessary. 

The objectives of the study are three-fold. First, to carry 
out farm audits and establish if there is positive 
agricultural activity among transferred farms; Second, to 
establish factors hampering agricultural production 
among transferred farms and third, to study and evaluate  
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the policy framework underpinning LRAD and the Agency 
Agreement in order to establish if the policy elements are 
enabling for the three institutions to achieve the set-out 
objectives for LRAD. 
 
 
DESCRIPTIVE AND FINANCIAL ANALYSIS 
 
Descriptive profile of LRAD farms and beneficiaries  
 
The beneficiaries were applied at the Land Bank or at the 
Department of Land Affairs (DLA), whereas in certain 
instances, the applications were placed simultaneously at 
the two institutions. Due to the different routes followed 
when making applications, a complex structure for 
funding took effect. There are LRAD projects that 
received LRAD funds and the Land Bank loans (LOAN-
LRAD customers); those that received a loan only 
(LOAN-ONLY customers) and those that only received 
LRAD funds (LRAD-ONLY customers).  

A total of 308 projects derived from various records and 
files of the DLA and the Land Bank were already 
approved as at the end of 2004 and selected for the 
study. From the 308 projects comprising three different 
funding structures, random sub-samples comprising of 37 
farms (14 in North West province, 13 in Gauteng and 10 
in Mpumalanga) that were already transferred in the past 
12 or more months were selected for field surveys and 
audits. Field surveys and farm audits were carried out 
during December, 2004. 

The 308 projects considered for the study represented 
5,147 LRAD beneficiaries, of which 2891 (56%) were 
males and 2,257 (45%) were females, whereas, young 
people (aged 18 to 35) were well represented with 1,376, 
constituting 27% of overall population studied. A total of 
131, 712 ha were transferred through these 308 projects. 
If land was sub-divided in such a manner that each 
person is allocated his/her own piece of land, then, 
among all participants (5,147 individuals) on average, 
each beneficiary would have access to 26.5 ha. The 
average size of membership among LRAD projects is five 
beneficiaries per project. The average price of land was 
R2 432 per hectare.  

Of the 308 projects considered for the study, 165 had 
their LRAD applications approved by the Land Bank and 
were therefore considered Land Bank clients. In 143 
cases, applications were placed at the DLA. For the 
purpose of this study, the three different sets of funding 
were noted. These are: LRAD-ONLY (143 cases), a 
combination of personal or community loans and LRAD 
grants (LOAN-LRAD) (124 cases) and LOAN-ONLY (41 
cases). Except for the issue on demographics, the Land 
Bank clients received a better deal than DLA clients.  

The Bank’s clients on average had access to high 
number of hectares per person than DLA clients, higher 
amount of LRAD grant per person, less size of 
membership in their business entities and had access to  

 
 
 
 
Land Bank loans. However, the DLA outperformed the 
Land Bank when it comes to demographics, as the DLA 
had more female clients and more young people than the 
Bank (Table 1). LRAD unlike its predecessor sister 
programme (SLAG programme) has succeeded in 
reducing overcrowding on farms.  
 
 
Farm audits and field survey results 
 
Here, the results of the field survey and farm audits 
carried out among transferred farms in three provinces 
(NW, GP and MP) of South Africa are presented. 

By using the “gross value of output on the farm and the 
ability to convert such output into cash”, four categories 
of performance could be derived. These include: “Never 
produced”, “producing, but at risk of collapse”, “producing 
satisfactorily, but without access to formal markets” and 
“producing satisfactorily, with access to formal markets”.  
 
Never Produced (NP) 
 
This refers to farms that have been transferred in the past 
12 months or more, but which are not productive. Six 
projects out of 37 belonged in this category. 
 
 
Producing, but at risk of collapse (PRC) 
 
This refers to farms that have started to produce, but 
where less than 60% of the farm capacity is used. In this 
category, the gross value of output was either equal to 
the one produced the previous year, or in decline as 
compared to that of the previous year. Farmers in this 
category supply their produce to cooperatives, yet, there 
are no contracts in place. The black informal market is an 
important trading platform for these farms. Another six 
projects fell into this category. 
 
 
Producing satisfactorily, but without access to formal 
markets (PSWTAM) 
 
This refers to farms that are already in production and 
where more than 60% of the farm’s capacity is exploited; 
yet, farmers in this category are struggling to access 
markets and other important facilities and services such 
as credit and technology. Without government help, these 
farms are bound to fail in the near future. This category 
comprised seven projects. 
 
 
Producing satisfactorily, with access to formal 
markets (PSWAFM)  
 
Gross value of output in these farms increases from one 
season to the other. More than 80% of the farm’s  
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Table 1. Descriptive profiles of DLA and Land Bank projects. 
 

Descriptive profiles of projects 
Descriptive profiles across three different funding regimes 

Loan-only Loan-LRAD LRAD-only 

Number of projects 41 124 143 

Number of beneficiaries 182 1 052 3 913 

Number of females 85 419 1 753 

Number of males 97 633 2 161 

Number of youths 20 178 1 178 

Total hectares transferred 14 031 35 002 82 679 

Average ha per person 76 30 20 

Average size of membership in projects 1 2 10 

Size of LRAD grant R0.00 R34 678 558 R80 518 619 

Size of LRAD per ha R0.00 R 990.76 R973.87 

Size of loan of all projects per category R52 102 522 R45 338 588 R 0.00 

Size of loan per ha R 3 713.39 R1 295.31 R 0.00 

Total size of own contribution R33 896 083 R65 963 706 R10 628 375 

Average own contribution per person R70 000 R73 333 R8 329 
 

Source: Land Bank and DLA records. 
 
 
 
capacity is exploited, and the beneficiaries had their own 
way of accessing important commercial facilities and 
services such as markets, technology, credit, and 
infrastructure. A total of 18 impressive farms fall into this 
category. A significant number of farmers in this category 
manoeuvred to have their produce sold in local and 
overseas markets. 

The good performers (PSWTAM and PSWAFM) have a 
higher prevalence of projects that received LOAN-LRAD 
than the poor performing category. The funding 
structures for the good performing category are: LOAN-
LRAD (12 projects), LOAN-ONLY (6 projects) and LRAD-
ONLY (7 projects).  

The funding structures of the poor performing projects 
are: LOAN-LRAD (3 projects), LRAD-ONLY (9 projects) 
and LOAN-ONLY (zero). In the “never produced” 
category, individuals could only access 11 ha per person, 
whereas, individuals in the “producing but at risk of 
collapse” and the “producing but without access to formal 
markets” categories had access to 15.6 and 10 ha per 
person respectively. This compares with 85.5 ha per 
person among the very good performers (“producing with 
access to formal markets”).  

In relative terms, beneficiaries in the good performance 
category had impressive financial profiles. They 
contributed higher amounts of their own contribution, 
accessed higher amounts of LRAD er person, higher 
amounts of Land Bank loan per person and the gross 
value of output per person on the farm was also high. 
However, it must be noted that the gross value of output 
per hectare among good performers, although, higher 
than those of bad performers was not necessarily 
impressive simply because this category of clients bought 
larger farms and also that at the time of the study were 

still inexperienced when it comes to agricultural 
cultivation practices and farm management.  

The socio-economic attributes of individuals, mainly: 
the level of education, managerial and business 
experience as well as, previous engagement in farming, 
emerged as important elements in influencing agricultural 
productivity on the farms (Figure 1). 

As can be seen in Figure 1, the good performing 
projects had a high prevalence of people who had 
passed matric, yet, when it comes to element of previous 
experience/engagement in farming the situation is 
different. Although, the failure category (“never 
produced”) did not engage in farming before, it is 
interesting to note that this factor did not feature strongly 
among the good performers.  

The good performing projects employed previous farm 
workers to manage important operations on the farm. 
When asked to list the three most important factors that 
hampered productivity on the farm, the following came at 
the fore: 
 
- Insufficient or no tractors and implements (16 projects 
out of 37, 24%). 
- Conflict among members (13 projects, 35%). 
- Poor coordination between the DLA and the Land Bank 
(19 projects, 51%). 
 
 
POLICY ANALYSIS  
 
The framework for the working relationship between the 
three institutions is outlined in two policy documents, 
namely: the LRAD policy framework and the DLA/Land 
Bank Agency Agreement (Annexure A and B). Topics to  
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Figure 1. Influence of education and farming experience on project performance (Farm Audits and field survey results). 

 
 
 
be analyzed here include: the objectives of LRAD, roles 
and responsibilities of the three institutions, marketing 
and communication of LRAD, the application process of 
LRAD, administration of CASP and other topics related to 
internal administration processes of both the Land Bank 
and the DLA. 
 
 
Objectives of LRAD, its relevance and practicality 
 
A total of 11 objectives have been set for LRAD (MALA, 
2001). One of the commonly used methods for evaluating 
the objectives of a programme is the SMART evaluation 
criteria (Purdie, 2008; Platt 2007; US Council on 
Education for Public Health, 2005; Bell, 2004). The 
acronym SMART, in the context of evaluation, advocates 
that objectives should be: Specific, Measurable, 
Achievable, Relevant and Time-based. By using the 
SMART evaluation criteria to evaluate the objectives set 
out for LRAD, two observations can be made. The first 
observation is that the objectives are too many, and given 
the resources (manpower, budgets and time) within the 
Department of Land Affairs (DLA), it will be difficult to 
accomplish some of the objectives.  

Furthermore, looking at the rationale and the 
background with which LRAD was established

iii
, seven of 

the eleven objectives set-out for LRAD can be regarded 
as irrelevant. In 2004, the DLA had problems of human 
capacity and budget deficits. These challenges were also 
identified by independent authors such as Hall (2008), 
Jacobs (2002), Hall and Lahiff (2004).  

As an example during 2004, in the Western Cape, the 
DLA allocated a budget of only R500 million for LRAD, 

against an estimated budget of R1.5 billion (De Lange et 
al., 2004). The second observation is that when 
evaluated individually against the six pillars contained in 
SMART, of the 11 objectives set out for LRAD only four 
passes the test.  

The following four objectives can said to be SMART: 
- Increasing access to agricultural land by black people 
(African, Coloureds and Indians) and to contribute to the 
redistribution of approximately 30% of the country’s 
commercial agricultural land (that is, formerly white 
commercial farmland) over the duration of the 
programme. 
- Stimulating growth from agriculture. 
- Enabling those who are presently accessing agricultural 
land in communal areas to make better productive use of 
their land. 
- The following objective, “creating stronger linkages 
between farm and off-farm income generating activities” 
can also be condoled provided that some elements of 
access to markets and commercialization of farm 
produce are also incorporated in this objective.  
 
The other seven objectives are irrelevant, not time bound, 
not specific and they cannot be measured and as a 
result, they are not feasible. On the other hand, the 
results of the survey carried out among the 37 transferred 
LRAD farms seeks to confirm the view that most of the 
LRAD objectives are not achievable. Of the 37 farms 
visited, six were found to have never produced anything, 
even when having been transferred in the past 12 or 
more months. Six were found to have low levels of 
productivity and in a state of decline, as compared to the 
last season. 
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Table 2. Roles and responsibilities of the DLA and DoA. 
 

Department of agriculture 
Department of land affairs 

National level 

Design of LRAD Design of LRAD 

Provide training for participants, agents and local land and 
agricultural officers 

Budget for capital transfers under LRAD 

Coordinate policy issues and interdepartmental activities Monitor the flow of funds to the provincial level 

Coordinate policy, procedural and budget issues in terms of CASP Coordinate policy issues and interdepartmental activities 

Monitor and evaluate the outcomes of LRAD Monitor and evaluate the outcomes of LRAD 

 

Provincial  

Accountability for LRAD in the province Responsibility for approving the release of grants 

Participate in various provincial committees Accountability for LRAD in the province 

Convene the grant-approval committee and provide the secretariat Participate in various provincial committees 

Approval and disbursal of CASP funds for land reform projects Land survey, title registration and transfer 
 

Source: The 2008 LRAD policy framework (Annexure A). 
 
 
 
Roles and responsibilities of DLA, Land Bank and 
DoA 
 
The roles of the DLA and the DoA are explained in full in 
page 3 of the updated LRAD policy. A summary of these 
roles is presented in Table 2 and it includes aspects such 
as: policy formulation and co-ordination, programme 
design, monitoring and evaluation at a national level and 
responsibilities of implementation and operations at 
provincial and local levels. The role of the Land Bank, on 
the other hand, is outlined in clauses B to G of the 
Agency Agreement and includes: the design of 
appropriate financial products to augment LRAD as well 
as the granting and approval of LRAD grants. 

The roles and responsibilities of the DoA and the DLA 
have been well clarified in the policy documents (Table 
2); during the study, it was discovered that the 
departments themselves failed to synchronize and 
integrate some of the existing policies and programmes 
to accommodate LRAD programme.  

As an example, while LRAD applications are evaluated 
in a committee called the Provincial Project Approval 
Committee (PPAC) housed at provincial Departments of 
Land Affair for approval, the applications for 
Comprehensive Agricultural Support Programme (CASP) 
are approved in a different committee housed within the 
provincial Department of Agriculture.  

This shortcoming gave rise to a state of affair where 
many of the deserving LRAD projects could not access 
funds from CASP. For instance, among the 37 projects 
surveyed, only one project in the North-West province 
had accessed CASP. In the other 36 cases, beneficiaries 
denied having received any assistance from CASP or 
knowing about the existence of this programme. This 
goes against the backdrop of the programme having 
been promoted and campaigned already in 2003.  

Eleven of these projects had problems such as broken 
boreholes or inoperative water-related infrastructure, 
whereas, the other two projects (1 in Gauteng and the 
other in Mpumalanga) had dilapidating milking parlours. 
As a result of the problem of poor infrastructure, Gauteng 
and Mpumalanga beneficiaries applied for the Land Bank 
loan in excess of R200 000 in order to refurbish milking 
parlours. In Nelspruit, a citrus farm committed a loan from 
the IDC to the value of R2.2 million to set up new 
irrigation infrastructure on the farm. 

On page 11 of the Agency Agreement (Annexure B), 
under section 8, “Loan default and recovery”, clause 8.1 
to 8.3, the following legal provisions were made: 
 
Clause 8.1: In the event of loan default, the Bank’s 
recovery procedures shall apply. 
Clause 8.2: If property is foreclosed and the property 
bought in, the Bank’s policy on bought properties shall 
apply. 
 
While it is understood that the Land Bank in order to 
remain sustainable needs to have powers to recover its 
losses, the socio-economic challenges faced by the 
emerging black farmers do not allow for stringent policies 
such as the ones in clauses 8.1 and 8.2. As discovered 
during the survey, of the 37 farms visited, two farms, one 
in North-west and one in Gauteng, had already received 
recovery inspections from the Land Bank. A total of four 
projects have already defaulted loan payments and there 
was no production means for the on-coming farming 
season.  
 
 
Technical and Institutional support 
 
Farmers who applied at the DLA first, received a visitor 
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from the DoA or from the Agricultural Research Council 
(ARC), whereas, a significant number of beneficiaries 
who obtained LRAD through the Land Bank did not 
receive a visitor from the DoA or from the ARC. Officers 
from the DoA visited LRAD projects in order to do 
feasibility studies, soil tests and to render training to 
beneficiaries. However, the claims about the Land Bank 
clients not receiving visitors from DoA were rejected by 
the Land Bank officials.  

According to the Land Bank, sometimes officials will be 
sent to the farm to carry out feasibility studies without the 
knowledge of the beneficiaries. In these instances, only 
the owner of the farm will be informed about the visit. 
Nevertheless, a total of 11 projects (24%) received 
training that had been organized by the provincial 
Departments of Agriculture. Modules in the training 
included: book-keeping, cultivation practices and 
business management. 

Special cases (9 projects) were found where training 
was organized and sponsored by the private sector or 
third-party government departments. Prominent private 
sponsors included the DTI, the Eskom Development 
Foundation and the TSB cooperative. Except for one 
project, belonging to Mr. Isaac Mhlewa in the Middleburg 
district, in all cases where training was organized by the 
private sector, the type of farming was either specialized 
or intensive (for example, sugar, citrus, floriculture or 
vegetables). 
 
 
RESULTS AND DISCUSSION 
 
Here, the internal administration systems inherent among 
the three institutions in terms of its effectiveness towards 
ensuring access to various funds (loans and grants) by 
the beneficiaries and effectiveness of the implementation 
process was evaluated.  
 
 
Internal Land Bank administration system access to 
LRAD and a loan 
 
An interview with one of the LRAD administrators in Land 
Bank, Rustenburg branch, Ms. Rhea Mahlangu has put 
the issue of the internal systems for application in better 
context. According to her, the processes to be followed 
when applying for an LRAD grant and for the Land Bank 
loan are different.  

For the LRAD grant, six steps are engaged in 
assessing LRAD applications, and these include: step 1 
for filling in LRAD form 1. This form is used for the 
purpose of screening the nationality (identity status) of 
the beneficiaries as well as, their citizenship status; 2) for 
capturing information pertaining to the farm property. The 
information includes the title deed, current ownership 
status, size of the farm, sub-divisions and so forth. 
Another important process is to verify within the DLA  

 
 
 
 
systems if the farm is not claimed under the Restitution 
programme; 3) involves capturing financial profile (assets 
and liability statements) and the demographic profile 
(sex, age and group size etc) of the beneficiaries in a 
form called the LRAD form 3; 4) involves farm 
evaluations and inspections by officials from provincial 
Departments of Agriculture Agricultural Economics 
Specialists (AES) from the Land Bank. In step 5, the 
information from the four steps aforementioned is 
consolidated into one submission, which is then 
submitted to the DLA Provincial Project Approval 
Committee, while step 6 entails the registration of the 
new ownership status in the Deeds Registrar Offices and 
this is the final step towards transfer of the farm into the 
hands of the new owner.  

Before granting a loan, the bank engages four 
processes, namely: ITC checks, assessments for security 
and own contribution, authentic checks and finally, farm 
evaluations and assessments for client’s asset and 
liability status.  

The aforementioned procedures gave rise to a plethora 
of events that inconvenienced the beneficiaries. Some 
beneficiaries were denied loans, even when their LRAD 
funds were not sufficient to cover the selling price of the 
farm. Some received the first loan towards the purchase 
of the farm, but could not raise funds for production, while 
the aforesaid processes are important towards the 
elimination of business risk; beneficiaries have criticized 
them for being bureaucratic and impractical. During the 
survey, some incidences (four cases out of 37) were 
reported where beneficiaries had to go back to search for 
new farms or new members as the system repeatedly 
rejected their submissions.  

According to the survey results, a total of 22 projects, 
out of 37 received the Land Bank loans. The remainder of 
the 37 project (15) that did not receive loans from the 
Land Bank either depended on LRAD only (14 projects) 
or had to borrow funds from third party financial 
intermediary (DBSA, IDC, Lowveld Cooperative and 
Independent private lenders). 

Generally, when it comes to purchase of farms, the 
Land Bank loan and the LRAD grant have served to 
augment each other, and this is one of the rare examples 
where the working relationship between the two 
institutions can be said to have been mutual.  

The mutual benefits can be outlined in four critical ways 
as follows: 
 
- Firstly, the descriptive analysis done among the 121 
cases for which information was available revealed that 
the Land Bank loan on average constituted 68% of funds 
used towards purchase of land. However, in terms of the 
survey carried among the 37 farms, in 15 cases where 
both the LRAD and the Loan were jointly used towards 
purchase of land, on average, LRAD was higher than the 
loan by 19%. 
- Secondly, the Land Bank has benefited from the LRAD 



 
 
 
 
programme in the sense that, with the relative small 
proportion of funds it put forward, at least for the 15 
transactions assessed, it had access to valuable security 
in the form of land in return. 
- Thirdly, the criterion (productive value approach) used 
by the Land Bank when it comes to evaluations of farms 
has assisted beneficiaries to negotiate for lesser selling 
price; a development that also benefited the DLA.  
- Fourthly in terms of the survey results, the involvement 
of the Land Bank has served to minimize production risk 
among LRAD projects.  
 
 
Access to the planning grant and its practical 
implementation 
 
The planning grant is a fund within the Department of 
Land Affairs that is used for funding activities such as 
designing business plans, conducting farm evaluations 
and feasibility studies and project design. The value of 
this fund is calculated by looking into the overall cost of 
the farm-business and setting aside 15% of that cost as 
money available to assist the beneficiaries with planning 
arrangements. Both the Land Bank and the DLA had the 
sole right to commit this grant on behalf of the 
beneficiaries.  

On page seven of the 2008 new version of the LRAD 
policy, the planning grant is explained in full; also page 
seven of the Agency Agreement. Some of the stipulations 
regarding the use of the planning grant have proven to be 
difficult on part of the DLA and the Land Bank. 

As an example, for administrators to calculate the 15% 
component of the overall cost of a farm-business, 
beneficiaries must first identify a farm; once the farm has 
been identified, a procurement process must be carried 
out towards the appointment of a suitable service 
provider to either develop a business plan, or conduct a 
feasibility study. These long procedures do not bode well 
with the offer-to-purchase contract which in most 
instances is scheduled for three months only.  

Looking into how beneficiaries benefited from the 
planning grant, the following was discovered: in 20 cases 
out of 37, beneficiaries did not benefit from the planning 
grant. A significant number (16 out of 20) of beneficiaries 
that did not benefit from the planning grant placed their 
LRAD applications through the Land Bank. 

Reasons for having no access to a planning grant 
included among other things, the following: 
 
- The Land Bank did not inform the beneficiaries of the 
existence of the planning grant (four cases). 
- Beneficiaries were aware of the existence of the 
planning grant, but in order to speed up the application 
process, were advised by the Land Bank to use their own 
cash to fund things such as evaluations and business 
plans (6 cases). 
- An application was made for the planning grant, but no 
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approval was secured (6 cases). 
 
 
Development and application of the business plan 
 
A significant number of farmers who visited the Land 
Bank first had to either develop the business plan 
themselves or had to complete the internal Land Bank 
template. Conversely, the 13 beneficiaries that applied at 
the DLA offices enjoyed the services of an external 
service provider, or the services of officials from the 
Provincial Department of Agriculture to assist with the 
development of a business plan.  

An in-depth probe into usage of the business plan 
revealed the following: in 21 projects out of 37 (57%) that 
had business plans, the beneficiaries had no idea of what 
was prescribed in the business plan. Furthermore, a 
larger number, 14 out of 21 (67%), could not apply what 
was recommended in the business plan or had difficulty 
in sticking to original plans. A number of factors 
contributed to the abandonment of the business plan, 
chief among which was the poor cash flow statuses of the 
projects. 

The problem of poor cash flow status has seen 
beneficiaries in at least 11 projects cultivate crops which 
they knew would generate quick cash or those which they 
knew would require less capital. Abandoning business 
plans and/or failing to stick to original plan brought about 
a set of drawbacks.  
In Gauteng, for instance, one of the projects, the Ndali 
Communal Property Association, drew criticism after they 
applied for R175 000 facilities from the Land Bank. The 
loan was used for the purpose of paying wages to 112 
members. This was not in their original plan, and as it 
could be anticipated, 12 months later, as at the time of 
the survey, no single cent of this loan had been paid back 
to the Land Bank.  

The phenomenon of farmers deviating from the original 
business plan is not a new practice in the field of 
agriculture. In the Free State, for instance, a group of 
land reform beneficiaries farming in table grapes, 
resorted to establishing a vegetable project so as to cater 
for their immediate needs as government assistance for 
production of grapes was not sufficient (Hart, 2003). 
 
 
Different market segments for land purchases and 
the role of Government 
 
On page 11 of the LRAD policy framework, procedures 
regarding the distribution of state-owned land are 
outlined. This involves: public announcement regarding 
the availability of the land, creating a three-month window 
period for beneficiaries to submit bids or applications and 
profiling the land in terms of its agricultural potential.  

Conversely, on page 11 of the Agency Agreement, 
there is a clause that makes provision for LRAD  
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beneficiaries to be given first preferential treatment to 
purchase Land Bank bought-in property. According to 
survey results, beneficiaries had a variety of sources from 
which they could buy land. These include current 
employers (white commercial farmers), state land, and 
the Land Bank repossessed farms, leased properties as 
well as, free open market.  

Of the 37 projects surveyed, in three cases the 
beneficiaries bought farms that had been repossessed by 
the Land Bank, in two cases, farmers bought land from 
government. In two cases, the farmers bought land that 
they were already leasing from white farmers, whereas, 
in the other two cases beneficiaries bought from previous 
white employers. Property and estate agents played an 
important role, as they assisted beneficiaries in 26 
projects to access land in the open market. 

In a separate study conducted by Jacobs et al. (2003), 
it is stated that by March 2002, Government had already 
transferred 396 093 ha of state land into the hands of 
black farmers, of which about 12% (46, 142 ha) were 
transferred under the LRAD programme.  
 
 
Farm-property evaluations and the role of the land 
bank 
 
The evaluation criteria used by the Land Bank was 
premised on the farm’s productive value as opposed to 
the generally used criteria of market value. During the 
survey it was discovered that in 80% of the cases where 
the Land Bank was involved, the derived evaluation 
figure was found to be either equals to or less than the 
selling price. In situations where private evaluators were 
involved, the derived evaluation figure would be higher.  

The financial and descriptive analyses carried out 
among the 157 Land Bank projects for which information 
was available, have shown that the valuation figure was 
higher than the selling price by a percentage of 25% in 32 
cases out of 157, less than the selling price by a 
percentage of 26% in 77 cases and equal to the selling 
price in 48 cases. Some investigations were also done to 
compare the average selling price per hectare among the 
DLA and the Land Bank projects. Between the two 
institutions; the average selling price per hectare was R2 
432 among the Land Bank projects with 157 cases and 
R2 658 among the DLA projects with 146 cases.  
 
 
Efficiency in release and disbursement of funds 
 
Between the Land Bank and the DLA, the bank had a 
faster turn-around time when it comes to the approval of 
LRAD and the release of funds. The 23 projects that 
applied at the Land Bank had their LRAD applications 
approved within nine months on average, whereas, those 
(14 cases) that applied at the DLA waited for 24 months 
on average.  

 
 
 
 
The release of grants among the Land Bank customers 
on average, took four months after approval, whereas, 
the release of grants for the DLA customers on average, 
happened six months after approval (also see similar 
findings from a report by HSRC 2003). However, it must 
be noted that the Land Bank, by approving LRAD faster, 
was later caught-up by the problem of budget deficit. For 
instance, all the projects (7 cases) that were still waiting 
for payment of LRAD grants had their LRAD applications 
handled by the Land Bank.  

According to the media, the issue of budget deficit was 
one of the reasons why the Agency Agreement between 
the DLA and the Land Bank was cancelled as the Land 
Bank was said to be hastening LRAD-approval in order to 
push its loan-book by the side (Louw, 2005). 
 
 
Procedures for buying land 
 
The procedures for buying land are outlined in two DLA 
policy frameworks, namely: the LRAD policy framework 
and the DLA/Land Bank Agency Agreement (Annexure A 
and B). As can be seen on page nine of the 2008 
updated LRAD policy, under the heading “implementation 
responsibilities”, primary responsibility for the design and 
implementation of the project lies with the applicants. 
They select the chosen value of the grant, engage with a 
service provider if required, identify available land, enter 
into a contingent contract with the seller, and apply for a 
normal bank loan by means of standard banking 
procedures. This model is called the “willing-buyer-willing 
seller” principle.  

The principle of “willing buyer willing seller” has 
received wide criticism in various quarters of the 
agricultural sector such as during the 2005 Land Summit 
in Nasrec (Saturnino and Borras, 2003; Mala, 2005). 

As discovered during the survey, a significant number 
of beneficiaries did neither know the procedures relating 
to purchasing a farm, nor that of applying for funds. From 
a total of 37 projects surveyed, a mere six beneficiaries 
have had previous dealings with the Land Bank and knew 
about the procedures involved in buying a farm. The 
beneficiaries from the other 29 projects had no prior 
knowledge with regard to the procedures involved in 
buying a farm. However, among this category (29 
projects) some beneficiaries (2 cases) bought farms from 
their white employers, whereas another two, bought 
farms that they were already leasing. In these two latter 
examples, the procedure was less daunting.  
 
 
Initial place for lodging an LRAD application 
 
On page eight of the Agency Agreement, in section five 
under the heading “conditions for accessing the grant 
through the bank”, in clauses 5.1 and 5.1.2, the following 
is stated: “Beneficiaries of the LRAD programme may  



 
 
 
 
apply for and access both LRAD, as well as, planning 
grants through the bank, provided that applicants acquire, 
in addition to the grant, loan funding from the bank. 

Applicants not seeking loan funding from the bank may 
not apply for direct access to the grant through the bank”. 
Based on the aforesaid directive, it is clear that the Land 
Bank’s involvement in the administration of LRAD is 
limited to cases where farmers are also interested in loan 
financing. However, situations were discovered during 
the survey where farmers placed applications for LRAD 
at the Land Bank even when they were not interested in 
the loan.  

Not knowing where to place an application for the 
funds, have brought about a set of inconveniences on 
part of the beneficiaries. The following are some of the 
findings in this regard:  
 
- In certain situations applications, LRAD grants had to be 
re-evaluated several times, as in the initial stage of 
application the Land Bank loan was not incorporated as 
own contribution, especially if the farmer applied at the 
DLA first (four cases out of 37). 
- In seven cases, beneficiaries did not receive LRAD, 
even when it was approved, and were forced to use only 
the Land Bank loans to purchase the farm and to fund 
other operations on the farm. The bulk of these farmers 
placed their applications at the Land Bank first. 
- Situations were found where farmers, who applied at 
the DLA first, received LRAD, but as a result of strict 
lending criteria at the bank, were denied loans. 
- In two instances, an application that had been placed 
with the Land Bank for more than two years had to be 
relocated to the DLA to be considered for LRAD only, and 
not the loan. 
 
Looking at the bigger picture, it is interesting to note that 
the Land Bank and the DLA fared almost equally when it 
comes to applications received, whereby in 18 cases 
(48%) beneficiaries placed their applications first at the 
Land Bank. The results are different across the three 
provinces. In North-west, a significant number of people 
(57%, 8 out of 14 people) applied at the DLA first, in 
Mpumalanga, the Land Bank and the DLA fared equally 
(50% each), whereas in Gauteng, most people (62%, 8 
out of 13), visited the Land Bank first. 
 
 
Marketing and communication of LRAD 
 
The issue of marketing and communication of LRAD is 
not adequately addressed in the LRAD policy. However, 
since the Land Bank and DoA have their own marketing 
and advertising strategies and some offices across the 
nine provinces of South Africa, their participation in LRAD 
enhanced the advertisement of LRAD. 

The results of the survey are interesting. When asked 
to  explain  how  they  first  learned  about  LRAD,  35%        
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(13 out of 37) of beneficiaries, indicated that they first 
learned about LRAD through word of mouth, whereby 
friends and relatives who are already in farming imparted 
information about the programme. Nineteen percent (7 
out of 37) of the beneficiaries alluded to radio adverts and 
programmes, followed by six (16%) who heard from local 
economic development forums (for example local 
municipality gatherings).  

People who previously attempted to claim land under 
the restitution programme and who had not been 
successful were advised by white farmers to apply for 
LRAD, and this category constituted five projects out of 
the 37 (14%), whereas, the Land Bank and NAFU had a 
share of 5% (two projects) each. Other unique sources of 
information included the internet (1 person) and a 
newspaper (1 person). 

Based on the results of the survey, the matter of 
LRAD’s advertising and marketing was not handled 
properly by the DLA. Leaving the onus on the Land Bank 
and the DoA to advertise LRAD has not given the 
programme the sufficient impetus to be heard and 
understood by the marginalized and poor. Coupled with 
this was the mistake of using English as the only medium 
for marketing LRAD. While there are 11 official languages 
in South Africa, there was no attempt made to translate 
LRAD into African languages. This oversight has had 
inadvertent consequences which among other things 
include fronting practices by the whites. 

Of the 37 projects surveyed, only 10 (three in North-
west, two in Mpumalanga and five in Gauteng) had the 
beneficiaries making attempts to read LRAD advertising 
material. Other beneficiaries when it comes to aspect of 
applying for LRAD grants relied on government officials 
or white farmers for explanation. The failure to read 
LRAD manuals, as explained by beneficiaries was 
caused by ignorance (17 projects) and illiteracy problems 
(10 projects).  
 
 
CONCLUSIONS 
 
The study has succeeded in addressing all the three 
objectives set-out initially. First by evaluating the initial 
sets of objectives set-out for the programme; it became 
clear that the objectives were too many and unrealistic 
given limitation of resources within the DLA. Most of the 
objectives have been found to be irrelevant, not time 
based and measurable. The LRAD objectives in their 
entirety need to be reviewed. The institutions that 
implemented LRAD used different models and different 
policies when assessing LRAD applications. There was 
no integration of policies and programmes among the 
three institutions.  

The policy framework for LRAD is not enabling for the 
three institutions to achieve the set-out objectives. 
Contrary to the good working relationship between the 
DLA and DoA, there seems to be a poor relationship  
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between the Land Bank and the DoA as the bank failed 
to exploit services from the department, the majority of 
which were available at no cost.  

Across the different segments of the policy and the 
implementation models, the ones of the Land Bank, to a 
larger extent have succeeded in ensuring productivity on 
the farms but this was because the bank dealt with 
relatively wealthy farmers. The results of farm-audits 
show low levels of productivity among transferred farms. 
Of the 37 farms audited, six were found not to be 
productive, another six in a state of collapse and the 
other 25, even though in production, had serious 
challenges of market accessibility. Interviews carried 
among key people in LRAD projects have resulted in 
identifying the three most important factors that 
hampered productivity on the farms namely: 
 
- Insufficient or no tractors and implements (16 projects 
out of 37 and 24%). 
- Conflict among members (13 projects and 35%). 
- Poor coordination between the DLA and the Land Bank 
(19 projects and 51%). 
 
Positive elements were also discovered. For the DLA, the 
positive elements included: making provision for the 
planning grant, negotiating to have black farmers be 
given first preferential treatment to purchase Land Bank 
bought-in properties and helping black farmers buy state-
owned land. 

The DoA positive contributions include: training of 
beneficiaries in basic cultivation practices and business 
management skills, conduct of feasibility studies and 
development of business plans, helping beneficiaries buy 
state owned land, as well as, the introduction of the 
CASP and MAFISA funding schemes.  

The Land Bank using its existing networks and 
infrastructure assisted beneficiaries to access land in the 
open market; it gave black farmers first priority to 
purchase repossessed farms. When it comes to property 
evaluations it was established that the bank due to its 
strict evaluation criteria, assisted in reducing the selling 
price of the farms.  

The bank’s loan was also an important proportion of the 
funding structure towards purchase of LRAD farms, in 
certain cases well up to 40%. This finding had two 
implications; firstly, it meant that Government funds for 
LRAD were insufficient. Secondly, from a financial point 
of view, it means that the Land Bank has benefited from 
having at its disposal a reliable security in the form of 
land at a reasonably lesser cost.  

The Agency Agreement was an important initiative 
which if sustained would have delivered positive results 
for the three institutions involved. Factors that led to the 
collapse of the Agency Agreement include failure to 
synchronise and streamline various policies and 
programmes among the three implementing agencies. 
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i“Agency Agreement” is a contractual agreement, more like a Service Level Agreement signed between the Land Bank and the then, DRDLR that served to outline 

the responsibilities of each of the two institutions for the implementation of the LRAD programme. 
iiThe DLA is currently known as the Department of Rural Development and Land Reform.  

 
iiiLRAD was established after the previous two legs and its sister programme, SLAG, failed to deliver the desired results. The failures on the part of the previous land 

reform programmes includes: over-congestion of farmers on small piece of land, budget deficits, failure to ensure productivity on farms, etc.  


