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This rapid review of the key sectors in the agricultural economy of the Cape Winelands District 
Municipality was commissioned as part of a broader research enquiry into factors influencing 
changing labour processes and the movement of farm workers on and off farms in the CWDM. 
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Western Cape agriculture at a glance 
Western Cape agriculture covers an area of 9.8m hectares or 16% of commercial farming land in 
South Africa. This agricultural area distinguishes itself from other farming areas of the country 
because of its winter rainfall (and year-round precipitation in the Southern Cape area). In turn, 
this provides for a unique enterprise mix, the nature of which allows for relative production 
stability.  

Agriculture is a major economic contributor to the Western Cape economy. Although the province 
contributes only some 14% to the country’s Gross Domestic Product, it generates almost 23% of 
the total value added by the agricultural sector in South Africa.  

The diverse production capacity of the province allows for at least 11 commodities to contribute 
significantly to agricultural production. Fruit, broiler poultry, eggs, winter grains (such as barley 
and wheat), hops, viticulture, ostriches and vegetables together contribute more than 75% of the 
total output. This diversity of agricultural enterprise contributes to the provincial farming sector’s 
general stability. 

Table 1: Agricultural profile of the Western Cape 

Item Unit 1993 2002 2007 

No. of farms No. 8 359 7 185 6 682

Employment 

  Regular employees 

  Casual/seasonal 

No.  

104 646 

98 316

 

98 207 

124 968 

 

90 943 

98 546

Gross farming income (at 2002 constant prices) 

  Field crops 

  Horticulture 

  Animal products 

  Other 

R1 000 

 

 

 

8 692 489 

1 159 310 

4 259 757 

3 062 174 

211 248

11 129 958 

1 295 835 

5 976 340 

3 295 137 

562 346 

13 327 993 

1 179 358 

6 243 918 

4 022 982 

1 881 735

Expenditure (at 2002 constant prices) 

  Current expenditure 

  Capital expenditure 

R1 000  

5 588 698 

1 352 370

 

8 620 218 

682 574 

 

8 939 210 

910 314

Farm debt (at 2002 constant prices) R1 000 5 233 371 7 913 782 7 285 778

Source: Based on data from Agricultural Censuses, Stats SA 

Growth in agricultural output has been generally consistent since political transformation in 
1994. The main industries in the sector include fruit, which contributes about R2,4bn; winter 
grain, some R1,8bn; white meat valued at R1,6bn; viticulture worth R1,6bn; and vegetables 
worth R1,4bn. The agricultural sector is critical for the Western Cape economy, accounting for 
60% of regional exports. Since the 1990s the sector has steadily expanded, with only moderate 
fluctuations due to late winter rains, shifting world market prices and other unforeseeable factors 
related to specific product segments. 

Western Cape agriculture is relatively more labour-intensive than agriculture in the rest of the 
country, and the industry is a significant employer. Wesgro has calculated that a 5% growth in the 
value of its exports could create almost 23 000 jobs (41% of these would be in primary 
agriculture and the balance in related upstream economic activities). However, the sector has a 
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strong outward marketing focus, making it vulnerable to exchange rate fluctuations, market 
situations, and changes in input costs. 

Agricultural profile of the Cape Winelands District Municipality  
Difficulties were experienced in obtaining accurate agricultural statistics for the Cape Winelands 
District Municipality (CWDM) region. However, some information could be extracted from National 
Agricultural Census data in respect of individual magisterial districts that originally made up the 
CWDM area. However, although National Census reports are available from Stats SA for the years 
1993, 2002 and 2007, recent commercial agriculture censuses have declined in terms of 
frequency and depth of coverage. The most accurate CWDM area data is only available until 
2002; subsequent information in this section of the report mainly had to be drawn from 
producer-related organisations, where data tends to be collected for production regions rather 
than for areas of administration. The current ‘best fit’ of magisterial districts is shown in Figure 1 
(part of the Swellendam and Ladismith magisterial districts are within the CWDM area but have 
been excluded because data cannot be separated). 

Figure 1: Magisterial districts that comprise the Cape Winelands District 

 

Pertinent agricultural profile statistics for the CWDM are summarised in Table 2. The decreasing 
number of farming units (currently just under 2 000) reflects a national and provincial trend of 
more efficient farms buying out others, with a consequent increase in the average size of farms. 

It also shows that the CWDM accounts for some 38% of the Western Cape farm output, yet 
provides for 47% of provincial regular employment in agriculture, and 54% of casual or seasonal 
farm employment (these higher employment figures reflect the relative labour intensity of CWMD 
enterprises). 
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Table 2: Agricultural profile of the CWDM region 

Item Unit 1993 2002 2007 

No. of farms No. 2 232 1 931 n/a 

Employment 

  Regular employees 

  Casual/seasonal 

No.  

46 953 

40 112

 

46 013 

66 883 

 

n/a 

Gross farming income (at 2002 constant prices) 

  Field crops 

  Horticulture 

  Animal products 

  Other 

R1 000 

 

 

 

3 282 387 

84851 

2149540 

971913 

76083

4 184 265 

76 961 

3 042 521 

742 207 

322 576 

 

n/a 

Expenditure (at 2002 constant prices) 

  Current expenditure 

  Capital expenditure 

R1000  

1 955 560 

n/a 

 

3 055 935 

268 744 

n/a 

Farm debt (at 2002 constant prices) R1000 n/a 3 459 869 n/a 

Source: Based on data from Agricultural Censuses, Stats SA 

Of particular interest in Table 2 is the fact that CWDM farm income increased by 27% in real 
terms (after inflation) between 1993 and 2002, yet regular employment fell by 2%. However, 
casual or seasonal labour increased by 45% for the same period (significantly higher than the 
provincial increase of 27%). 

CWDM farm debt:turnover ratios are a high 83% (the ratio for the Western Cape being 71%) 
which again point to the capital intensity of farm enterprises in the region. Farming current 
expenditure levels in the CWDM run at some 73% of gross farm income (77% for the Western 
Cape). 

Table 3: CWDM regional agricultural performance 

  R’000 R 
Magisterial No. of farms Gross Current Apparent Gross margin 

district Farms Distribution % income expenditure gross margin per farm 

Ceres 161 8.3 522 636 442 741 79 895 496 242

Montagu 144 7.5 98 334 82 194 16 140 112 083

Paarl 363 18.8 859 585 686 725 172 860 476 198

Robertson 206 10.7 475 253 265 063 210 190 1 020 340

Stellenbosch 295 15.3 747 494 500 965 246 529 835 692

Tulbagh 104 5.4 158 956 128 737 30 219 290 567

Wellington 133 6.9 297 972 207 220 90 752 682 346

Worcester 525 27.2 1 023 834 742 290 281 544 536 274

CWMD TOTAL 1 931 100.0 4 184 064 3 055 935 1 128 129 584 220
Source: Based on data from Agricultural Censuses, Stats SA 
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The magisterial districts of Paarl, Robertson, Stellenbosch and Worcester contain 72% of the 
region’s farms. While Ceres, Paarl and Worcester account for 58% of CWMD farm output, 
apparent average farm profitability is highest in Robertson, followed by Stellenbosch. 

Farm labour profile of the CWDM 
The Worcester district is particularly important for permanent agricultural employment, 
accounting for nearly one third of some 46 000 permanently-employed farm workers within the 
CWDM. Ceres (with its large deciduous fruit farms), Paarl and Stellenbosch make up a further 
49% of permanent farm labour (Table 4). 

Table 4: CWDM regional permanent employment on farms 

Magisterial district Full-time employees

 Male Female Total Distribution % Ave. per farm 

Ceres 5 256 1 964 7 220 15.7 44.8 

Montagu 1 004 353 1 357 2.9 9.4 

Paarl 6 009 3 222 9 231 20.1 25.4 

Robertson 2 496 1 023 3 519 7.6 17.1 

Stellenbosch 3 928 2 344 6 272 13.6 21.3 

Tulbagh 1 114 434 1 548 3.4 14.9 

Wellington 1 576 768 2 344 5.1 17.6 

Worcester 8 571 5 951 14 522 31.6 27.7 

CWDM TOTAL 29 954 16 059 46 013 100.0 23.8 

Source: Based on data from Agricultural Censuses, Stats SA 

The distribution of seasonal/casual farm employment on a district basis appears to closely follow 
that of permanent agricultural employment (Table 5). 

Table 5: CWDM regional casual/seasonal employment on farms 

Magisterial district Casual or seasonal employees
 Male Female Total Distribution % Ave. per farm 

Ceres 7 662 5 323 12 985 19.4 80.7 

Montagu 1 125 892 2 017 3.0 14.0 

Paarl 5 717 9 405 15 122 22.6 41.7 

Robertson 2 350 2 590 4 940 7.4 24.0 

Stellenbosch 3 653 4 518 8 171 12.2 27.7 

Tulbagh 642 1 150 1 792 2.7 17.2 

Wellington 2 057 4 087 6 144 9.2 46.2 

Worcester 6 142 9 570 15 712 23.5 29.9 

CWMD TOTAL 29 348 37 535 66 883 100.0 34.6 
Source: Based on data from Agricultural Censuses, Stats SA 
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What is of interest is a large variation of the ratio of permanent workers to seasonal farm workers 
within the CWDM. Whereas the average figure for the whole area is 0.69 permanent workers to 
every person employed on-farm in a casual or seasonal capacity, this ratio ranges from a low 
0.38 in the Wellington district, to a high O.92 in the Worcester area (Table 6). 

Table 6: CWDM regional casual/seasonal employment on farms 

Magisterial district Permanent
workers 

Seasonal
workers 

Ratio of permanent  
workers 

Wellington  2 344 6 144 0.38 
Ceres 7 220 12 985 0.56 
Paarl 9 231 15 122 0.61 
Montagu 1 357 2 017 0.67 
Robertson 3 519 4 940 0.71 
Stellenbosch 6 272 8 171 0.77 
Tulbagh 1 548 1 792 0.86 
Worcester  14 522 15 712 0.92 
CWMD TOTAL 46 013 66 883 0.69

Source: Based on data from Agricultural Census (2002), Stats SA 

Unlike the diversified farm base of the Western Cape as a whole, the sheltered valleys and higher 
elevation of the CWDM region render it more suitable to horticultural production (73% of farm 
output) and viticulture and deciduous fruit play a specific and vitally important role. As 85% of 
horticultural production is comprised of viticultural and deciduous fruit output in the CWMD, the 
economic prospects (and labour employment outlook) of the region are inextricably linked to the 
performance of these two broad farm enterprise types. 

Review of the CWDM wine grape sector 
The total area planted to wine grapes in South Africa has increased by nearly 13% over the last 
11 years, but the area peaked in 2006 (at 102 146ha) and has since declined slightly. Within the 
CWMD, the area under wine grapes was 61 260ha in 1988, increasing by 12% to 68 777ha in 
2008. The CWMD now accounts for 68% of the crop by area. 

Figure 2: Total area of South Africa planted to wine grapes 

 

 

 

 

 

 

Source: Statistics of Wine-Grape Vines, November 2008 (SAWIS [SA Wine Industry Information & Systems]) 

What has changed significantly, in both the total industry and within the CWMD, has been the 
proportionate contribution made by red and white grapes. 
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Table 7: CWDM regional wine grape area and type distribution 

  1998 2008  
District Total  

area (ha) 
Red % White % Total

area (ha)
Red % White % 

Paarl 17 352 34 66 16 891 57 43 
Robertson 11 754 14 86 13 898 35 65 
Stellenbosch 15 673 41 59 17 137 63 37 
Worcester 16 481 16 84 20 851 32 68 
Total 61 260 27 73 68 777 47 53 

Source: Statistics of Wine-grape Vines, November 2008 (SAWIS) 

The wine industry, like many others, is faced with constantly changing market conditions 
domestically and abroad. The industry found itself facing a surplus of white wines and a shortage 
of quality red wines. The demand for red wines has risen sharply in recent years, inter alia, 
because of the increasing awareness by consumers of red wine’s health attributes. There are 
possibly a number of reasons for this demand/supply discrepancy, but it is believed that a main 
contributor was the wine producers’ inability to foresee the dramatic shift in the demand in 
favour of red wine that started a number of years ago. This was possibly caused by South Africa’s 
isolation and sanctions before the 1990s, and hence its over-dependence on the local market. 
The shift in South Africa to red varietal plantings started a few years ago and presently 
constitutes 44% of the area planted.  

As with any farm enterprise, the economic performance of wine grapes is always a function of 
yield, price and costs. The ever-present spectre of rising costs continues to haunt the wine 
industry at all levels, but at a primary level, farmers have achieved a counter balance in terms of 
production productivity. However, farm gross margins have plummeted compared to those earlier 
in the last decade, mainly due to fluctuating Rand performance and lower export realisations. 

Table 8: Average income, expenditure and profitability levels for the primary wine grape industry (all areas) 

2004 2005 2006 2007 2008 2009 
Ave. price per ton (Rand) 2 383 1 916 1 763 1 766 1 807 2 113
Ave yield per ha. (tons) 13.11 13.79 15.34 15.58 16.31 15.55
Producer income (R/ha) 31 236 26 424 27 043 27 513 29 479 32 857
       
Direct cost (R/ha) 2 459 2 426 2 391 2 482 2 855 3 463
Labour cost (R/ha) 6 317 6 590 6 878 6 949 6 956 7 905
Mechanisation cost (R/ha) 2 667 2 852 3 004 3 219 3 533 4 022
Other overhead costs (R/ha) 2 778 3 142 3 326 3 367 3 357 3 649
Annual cash expenditure (R/ha) 14 221 15 010 15 599 16 017 16 702 19 039
       
Farm gross margin (R/ha) 17 015 11 414 11 444 11 496 12 777 13 818
       
Provision for capital replacement (R/ha) 4 779 5 633 5 733 6 108 6 876 7 541
       
Net farming income (R/ha) 12 236 5 781 5 711 5 388 5 901 6 277

Source: Financial position of SA Wine Grape Producers, VinPro, 2010 

The financial performance data in Table 8 is derived from VinPro’s farmer study groups in all wine 
grape-producing areas of the country. These groups are comprised of over 230 farmers from nine 
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districts and the results are considered to closely mirror the general industry situation, although it 
is thought that participants have above average management skills (it should be noted that Net 
Farming income is calculated before any tax, financial charges and farmer personal 
remuneration. Similarly, no information in respect of the Orange River area is included in the 
2004 data).  

Study group data from VinPro clearly shows the drop-off in wine grape production profitability 
since 2004, despite concomitant increases in average yields. In fact, profit margins have 
decreased by more than 50% since the 2004 harvest year.  

Total production cost – excluding interest, tax and entrepreneur’s remuneration – consists of two 
components, namely annual cash expenditure and provision for replacement. Since 2008, the 
total production cost has increased by almost 13% to R26 580/ha in 2009.  

The dramatic increase in cash expenditure was driven by practically all of the cost components. 
Exceptionally high increases in the prices of fertiliser, pesticides, insecticides and herbicides 
have caused the direct costs of wine grape production to escalate by more than 20% since 2008, 
while labour and mechanisation cost for the same period increased by more than 13%. General 
expenses overall increased by 8% – largely driven by more expensive electricity tariffs and 
administration costs. 

The proportionate composition of annual cash expenditure per hectare has changed minimally 
since 2004. This indicates a universal increase in all cost components. In some districts, VinPro 
has identified that mechanisation is becoming an increasingly bigger component – at the 
expense of labour cost. Labour currently represents 42% of the annual industry cash expenditure 
(it was 44% in 2004), mechanisation 21%, direct costs 18%, general overhead expenses 15%, 
and provision for replacement 4%. 

A word of explanation is necessary with regard to the ‘provision for replacement’ (or a capital 
maintenance) cost component. Over time, certain capital cost components of the wine grape 
enterprise (e.g. the vineyard itself, tractors, tools, pumps, buildings, etc) have to be replaced, and 
therefore sufficient provision should be made for an annual replacement allocation in order to 
maintain production capacity. The fact of the matter though is that fewer farmers are adopting 
such practice because they are being squeezed in a vice of reduced wine grape margins and, for 
some, farms that are too small to efficiently maintain desired total net income levels. There is a 
reported tendency for farmers to be too short-term oriented. Such a practice compounds the 
scale of eventual necessity to re-invest capital, and is a looming and large industry problem. 

Farm level economic performance differs from area to area, and the CWDM differentials are 
shown in Figure 3 which reveals that the Stellenbosch and Paarl areas are under particular 
economic pressure. This is of particular concern in respect of this study, as these areas account 
for 33.6% of permanent farm labour in the CWDM, and for 34.8% of seasonal or casual workers.  
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Figure 3: Profitability per CWDM district (2009 harvest) 

  

 

 

 

 

 

 

 

 

Source: Financial position of SA Wine Grape Producers, VinPro, 2010 

Review of the deciduous fruit sector in CWDM 
Deciduous fruit production in South Africa is well-established historically, and is primarily aimed 
at supplying table grapes, apples, pears, peaches, nectarines, plums and apricots to the export 
market. Some peaches, pears, apricots and grapes are also processed and supplied as canned 
or dried products to both the international and local markets. The bulk of these sales to the 
consumer are by means of contractual agreements via preferred category suppliers to the large 
supermarket chains. Various export companies or agents conduct this business on the basis of 
consignment sales on behalf of growers or packers. 

The Western Cape is a traditional supplier to this important economic sector, accounting for more 
than 70% of the country’s area under deciduous fruit production in 2009 (Table 9). The 
province’s contribution is diluted somewhat by substantial table grape production in the Northern 
Cape, but it accounts for over 90% of South Africa’s area planted to pears, apricots, peaches and 
plums, and nearly 80% of the area planted to apples.  

Within the Western Cape, the CWDM region accounts for nearly 40% of South Africa’s production 
and is important for pears (particularly Ceres and the Wolseley/ Tulbagh districts), plums (Berg 
River, Stellenbosch and Wolseley/ Tulbagh) while the Berg and Hex River areas account for 46% 
of the national area planted to table grapes. 
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Table 9: Area (ha) planted to deciduous fruit and table grapes in 2009 
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 Total 

South Africa 21 100 11 435 3 662 8 348 4 227 23 526 72 298 

Western Cape 16 330 10 377 3 354 8 201 4 151 10 821 53 214 
Western Cape% of SA 77.4 90.7 91.6 98.2 98.2 45.9 73.6 

CWDM 5 318 6 088 372 3 273 2 182 10 821 28 054 
CWDM % of SA 25.2 53.2 10.2 39.2 51.6 46.0 38.8 

CWDM% of Western Cape 32.6 58.7 11.1 39.9 52.6 100.0 52.7 
Source: Deciduous Fruit Producers’ Trust (DFPT) Tree Census, 2009 

Getting closer to an employment perspective, it should be noted that table grapes make up for 
38.6% of the CWDM deciduous fruit area, followed by pears (21.7%) and apples (mainly in the 
Ceres district) 19%. Deciduous fruit enterprises are all labour-intensive, and table grapes, apples 
and pears account for 80.2% of employment in the CWDM fruit sector. See Tables 10 and 11 for 
further information. 

Table 10: CWDM fruit production distribution by type 
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 Total 

CWDM production (ha) 5 318 6 088 372 3 273 2 182 10 821 28 054 

Area distribution % 19.0 21.7 1.3 11.7 7.8 38.6 100.0 
Source: Calculated by analysis of DFPT Tree Census, 2009 

Due to inadequacies in available statistics, the probable CWDM deciduous fruit on-farm 
employment profile in Table 11 has been calculated on the basis of direct proportionate area to 
national fruit production area. On this basis, the indication is that CWDM regional fruit production 
currently provides for an equivalent of 38 070 permanent job opportunities. No data is available 
to disaggregate this, or to identify any trends in permanent vs. seasonal employment. However, in 
reality, the permanent labour costs per hectare for all deciduous fruit enterprises would probably 
not be higher than 25% of total labour cost, and therefore permanent farm employment would 
not exceed some 9 500. 
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Table 11: Probable CWDM fruit industry on-farm employment by sector 
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CWDM 2009 production (ha) 5 318 6 088 372 3 273 2 182 10 821 28 054
5 year change (ha planted) -92 -515 -106 -522 -146 1 854 -1912
Annual % change over 5 years -1.1 -5.7 -19.2 -11.5 -4.3 5.1 -3.5 
SA industry employment               
 (permanent labourer equivalents) 28 540 14 921 4 745 10 872 5 443 33 435 97 956
Probable CWDM employment               
 (permanent labourer equivalents) 7 193 7 944 482 4 263 2 810 15 379 38 070
CWDM employment distribution % 18.9 20.9 1.3 11.2 7.4 40.4 100.0 

Source: Calculated by analysis of DFPT Tree Census, 2009 and Sub-sector study: Deciduous Fruit, National Marketing Council, 2007 

Deciduous fruit production appears to be relatively stable. Industry data reflects that intensive 
orchard replacement in major fruit types has taken place since 1995. Regarding apples, annual 
new plantings indicate more a replacement of older orchards but new cultivars could boost 
production output (and harvest labour requirements) in the future. Pears orchards under good 
management are productive beyond 25 years and a relatively high ratio of new plantings also 
indicates increased production volumes in the short term. 

The life expectancy of stone fruit orchards is 18 years. Nectarines and plums, as well as table 
grapes, reflect a high percentage of new plantings, and therefore (unlike the case of wine grapes) 
there should be market stability over the next five years or so. 

While mechanical harvesting is seen to have had a severe impact on wine grape labour 
requirements, deciduous fruit has not undergone as much capital substitution for labour as in 
the viticulture sector (as most of the output product is exported as whole fruit it is not subjected 
to processing and therefore quality is all-important).  

Full-time labourers employed on fruit farms are primarily employed for a number of specialist 
tasks (such as grafting, pruning, thinning, harvesting supervision, irrigation, spraying, etc.). 
Seasonal labour is employed on a contract basis for a fixed period of time with the main in order 
to facilitate harvesting.  

Factors that contribute to agri-industry change (and therefore impact on 
future labour prospects) in the CWDM 

General comment 
CWDM agriculture is complex, but although multi-sectoral by enterprise, viticulture and deciduous 
fruit are by far the most important and labour-intensive components of farm industry in the 
region.  

Of these two major enterprise groups, wine grape production, at a primary or on-farm level, 
probably employs nearly 27% of permanent farm labour or 12 700 permanent labourers within 
the CWDM region (VinPro data indicates that there is an industry average of 5.4ha per 
permanent farm worker). The desk research conducted for this report suggests that an 
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equivalent figure for the deciduous fruit sector is no more than 9 500 permanent workers. Any 
change to the wine grape sector is therefore likely to have a bigger effect on CWDM employment 
than a sub-sector change in the deciduous fruit industry would have. Therefore change factors in 
the wine grape enterprise are particularly examined in this section of the report.  

Changes to the world wine market 
When sanctions were lifted and world’s markets opened themselves up to South African wine 
farmers in 1993, the reaction was mixed. On the one hand, a wealth of opportunities presented 
themselves, but on the other, farmers and some co-operative cellars entered into an unknown 
area. Many co-op managers knew nothing about marketing, branding, supply chains or where to 
pitch the price of their wines. 

Three linked trends in the international wine market have played a particularly important role. 
Firstly the global beverage industry has increasingly come under pressure, partly because of the 
global economic downturn and partly because of increasing health concerns among consumers. 
Secondly, the wine market has been increasingly affected by the growth of supermarket wine 
retailers, which have fundamentally changed the way in which wine is consumed and marketed. 
This is closely linked to the third trend, which is the increasing prominence in the premium and 
super premium wine market of branded wines promising to deliver not only quality, but also 
consistency. 

Wine markets seem to have been recently characterised by increasingly divergent price trends. 
Low-priced blended table wines have poor prospects in a world where consumption has fallen by 
a quarter since 1982. At the same time there is a global trend towards buying better-quality 
wines. While wine sales at lower price points have remained stagnant, higher price points have 
shown more buoyant growth. The most important international wine market is Western Europe, 
where 70% of the world’s wines are still made and consumed. Within this region, Britain is 
particularly important for premium wine exporters (as are British supermarkets which account for 
60% of British wine trade). To build a brand in the UK requires not only the ability to make good 
wine, but also the ability to deliver consistency and volume at the same time, and to support it 
through strong advertising and an efficient logistical supply operation. Whether all co-op cellars 
will be able to do this is in doubt and those weaker cellars might lose suppliers as a result, 
placing even more pressure on the cellars.  

Deregulation 
One of the most noticeable features of the South African wine industry between 1917 and the 
mid-1990s was its elaborate regulatory system, presided over by the KWV1 co-operative. Planting 
quotas, minimum prices and mechanisms of ‘surplus removal’ all decisively shaped the 
dominant features of the South African wine industry for the greater part of the 20th century. 

The first step towards deregulation of the wine industry was taken in 1989. This came in the 
wake of deregulation in agriculture in general which had already begun in the mid-1980s. 
Deregulation in the wine industry itself started with the abolition of the quota system and 
culminated in the removal of the minimum price in the mid-1990s. With the termination of trade 
sanctions against South African and the opening of external markets in 1993, the need for a 
minimum price effectively fell away. Since then the centre of gravity in the industry has effectively 
shifted away from the KWV to processors and marketers on the downstream side of the value 
chain. In 1998 the KWV itself converted into a company. 

                                                      
1 Koöperatieve Wijnbouwers Vereniging van Zuid-Afrika Bpkt. 
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While the private cellars have generally welcomed deregulation, the shock this change probably 
represented to many a co-op farmer supplier cannot be underestimated. Not only has this 
weakened socio-political structure of the industry, but many farmers lost a wine industry ‘comfort 
zone’, and now there are no longer any automatic takers for their wine. The effects of this 
change, particularly to smaller farmers who have insisted on continuing to produce higher-
yielding white wine grapes for the bulk and cheaper end of the wine market (and who have 
possibly not carried out any replacement planting) are still likely to be felt, and the result could 
have a significant effect on the labour market.  

Changing patterns of labour and mechanisation  
Moves to bring farm workers into the fold of modern industrial relations started well before 1994, 
but the coming into power of an African National Congress government deepened and 
accelerated these trends. A parcel of legislation was passed, providing for a wide range of labour, 
social and land rights, ranging from basic conditions of employment for a wider range of workers 
in 1993 to the promulgation of minimum wages in 2003. 

Farmers have managed the impacts of such legislation through some re-structuring of their 
businesses. The apparent increasing utilisation of casual labour runs parallel to the rising 
introduction of mechanical grape harvesters and other capital substitution measures. Grape 
harvesters represent important advantages for farmers. Not only do they represent a significant 
reduction in labour costs – one machine may replace as many at 70 workers per 12 hour shift, 
but they also offer important quality advantages, enabling farmers to harvest quickly when sugar 
levels are right, or at night to make sure grapes are cool. In 1995 a total of 95 machines were 
recorded for the whole industry. A year later this figure already stood at 144 – an increase of 
52%. In the 1997 survey of 104 farms, 36% of producers made use of mechanical harvesters 
(Ewert et al. 1998). A VinPro spokesperson recently estimated that as many as 50% of growers 
made use of mechanical harvesters. Diffusion may have slowed down, but there is no reason to 
believe that it has come to a halt, especially with current softening of interest rates. 

A further measure farmers have resorted to is to make greater use of casual or seasonal labour. 
It is difficult to project future trends in this regard, particularly with recent adverse reaction to the 
use of labour brokers, but perhaps the switch has already been largely made. As is picked up 
elsewhere in the research certain subsectors are starting to see increasing use made of migrant 
workers from other countries including Lesotho and Zimbabwe. Competition amongst labour 
brokers over access to, and local demand for, these workers is widely regarded to have 
contributed to conflict in certain areas in the CWDM.  

Ageing vineyards 
No district of the CWDM has been able to replace 5% of their total wine grape vineyards over the 
last two years (an industry rule of thumb is that a vineyard lasts for 20 years and therefore 5% 
should be replanted every year to maintain sustainable output). Particularly worrying is the fact 
that 27% of the area under white wine grapes is older than 20 years (white wine grapes account 
for 56% of vineyard area), and 14% are between 16 and 20 years old. This presents a serious 
future concern for both the industry and for labour, as a major re-planting programme (ultimately 
out of necessity) will severely decrease short- to medium-term industry output. 

Wine duties 
The latest hike of 8.1% in excise duties on natural wine and 8.9% on spirits could force some 
producers out of the industry and cause job losses. The increase in excise duty on natural wine 
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from 89c a litre in 2003 to R2.14 a litre this year means that producers receive about R875 a 
ton less for wine grapes due to the additional excise expense to the winemaker or trader further 
down the wine industry value chain. According to VinPro, producers on average receive R2 113 a 
ton for wine grapes compared with at least R2 835 they would need to be paid for production to 
be viable, and it can be expected that some producers might be forced to stop farming through 
excise duty effect alone.  

An article in the VinPro official magazine by Jana du Toit, the head of communications explains 
that excise duties plus VAT are determined by setting a target of 23% of wine sales, 43% of spirits 
sales and 33% of beer sales. The government has decided to achieve these targets by phasing in 
increases. That being so, further increases in excise duty can be expected, and these could have 
a severe impact on the industry.  

Climate change 
Wine grape production is a capital-intensive enterprise and, having made a substantial 
investment (e.g. vineyard establishment costs are fast approaching the R100 000/ha level) 
farmer investors are compelled to let their investments run for as long as possible in order to 
recover the money they have spent. It is unlikely that climate change will have any effect on the 
CWDM areas in the short term. 

Land reform 
It is common knowledge that the government’s land reform programme has fallen far behind 
earlier targets of transformation of ownership of 30% of commercial farm land by 2014, and the 
emergence of a Green Paper on the future way ahead for land reform is expectantly awaited. In 
its absence, rumours of future strategies and policies abound, compounding industry fears and 
suspicions. This lack of clarity causes uncertainty, and is undoubtedly one of the causes of 
producers’ reluctance to re-invest in vineyard replacement programmes. 

Perhaps there is a role for the CWDM itself in this regard in that the Municipality could facilitate 
specific land reform policy in the area which falls under its jurisdiction. Various approaches and 
land reform models could be examined and appraised in order to champion an appropriate 
approach, even to maintain production (and employment) at as high a level as possible.   

Economic and interest rate outlook  
After several years of sustained growth, and for the first time since 1992, South Africa’s economy 
fell into recession with GDP contracting by 1.8% in 2009. The economic slowdown had started 
already in 2008 with the weakening of domestic demand and was exacerbated when the global 
crisis led to a sharp fall in exports. Growth is expected to recover gradually to 2.4% in 2010, 
helped by the recovery of global demand and boosted by the FIFA World Cup, and to accelerate 
further in 2011 to 3.3%. 

Output in manufacturing and mining declined in 2009 as a result of lower exports and agriculture 
contracted because of adverse climatic conditions. The only sector that showed sustained growth 
was construction, boosted by a public investment programme and by the football World Cup.  

South Africa was one of the few countries on the continent able to implement strong and co-
ordinated countercyclical fiscal and monetary policies. Fiscal stimulus measures together with 
cyclical revenue shortfalls resulted in a sharp deterioration of the fiscal position by 6.2 
percentage points of GDP, culminating in a deficit 7.3% of GDP in 2009/10. The Reserve Bank 
responded to the recession by cutting the repo rate. Weak demand and the appreciation of the 
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currency helped reduce inflation from its peak of 11.5% in 2008 to 7.1% in 2009. A sharp 
increase in electricity prices and wage cost pressures prevented a further decline of inflation into 
the target range of 3-6%. This has made the trade-off between fighting the recession and 
achieving low inflation more delicate, causing public debate over the mandate of the Bank. 
Inflation is expected to decrease in 2010, falling back into the target range.  

In the coming years, the main policy challenge will be to strike a good balance between fostering 
growth, while preserving fiscal sustainability and low inflation. South Africa‘s economic and social 
outlook remains shadowed by huge structural challenges, notably deficiencies in transport and 
energy infrastructure, which raise production costs and limit growth potential. Public service 
delivery, also a severe bottleneck to growth, has proven inadequate in a period of severe 
economic distress and has led to significant social discontent. Demonstrations took place 
throughout 2009 and if the government fails to improve basic service delivery social instability 
could continue.  

The government therefore must achieve a delicate balancing act: reassuring the international 
and domestic business community by upholding market friendly policies, while delivering on 
promises to alleviate poverty, against a backdrop of sharply increased unemployment.  

How all this will affect the deciduous fruit and wine industries is difficult to predict. If inflationary 
pressures in the South African economy are not contained, costs of production will obviously 
soar. And if that happens before overseas economies recover it could mean that these major 
industry markets would be under pressure. Much too will depend on the future value of the Rand, 
particularly in relation to the Euro and the Pound. While a weaker Rand would mean greater 
producer returns in the short term (akin to a devaluation of our currency), it would also place 
CWDM regional agricultural production under inflationary pressure because of resultant input 
item price increases.  

Conclusion 
The deregulation of agriculture created opportunities for some producers, but significant 
challenges for many others. Farmers producing for export markets in the wine and fruit sectors 
have to manage a complex set of variables in order to contain costs. At the same time their 
compliance obligations both in respect of national labour legislation and regulation and export 
market standards have increased significantly. While this results in positive pressure to improve 
living and working conditions on farms for the permanent workforce, it also results in the 
restructuring of enterprises to reduce costs. This has seen steadily rising investment in 
mechanisation and has given impetus to the casualisation of labour.  

The study notes that CWDM farm income increased by 27% in real terms (after inflation) between 
1993 and 2002, yet regular employment fell by 2%. At the same time casual or seasonal labour 
increased by 45% for the same period. This was significantly higher than the provincial increase 
of 27%.This suggests an overall increase in agricultural work opportunities in the District, but 
illustrates a significant shift in the character of labour demand.  

This also poses challenges for local municipalities which have to supply services to fluctuating 
and mobile populations. The mobility of casual and seasonal labour also makes it much more 
difficult to regulate.  
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A reported undersupply of workers in some sectors at peak season is opening up the labour 
market to the hiring of migrant workers from other countries such as Lesotho and Zimbabwe. 
Securing access to sources of casual labour which are regarded as productive and reliable by 
labour brokers and employers has contributed to contestation over local casual labour market 
share. Together with other factors, this contestation has contributed to conflict in certain areas. 

Overall this suggests that the CWDM and its constituent local municipalities need to develop 
much more systematic and localised understanding of changing agricultural labour processes 
and their implications for local development planning, service delivery and conflict risk. 


