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Aims of the research

The Labour Wedge campaign is based on three
hypotheses. The first hypothesis is that national labour
laws and their implementation have been, or are being,
weakened due to pressure from many sides, including
by transnational corporations, the World Bank and
the IMF, and regional trade agreements. The second
hypothesis is that purchasing practices in global value
chains encourage precarious employment. The third
hypothesis is that women workers face precarious
employment in global value chains and bear the social
costs. The research sought to test these hypotheses by
reviewing existing research and conducting some new

research where necessary.

Part 1 of the report provides background information

on the following areas:

@ The specificities of the South African transition to
democracy and the simultaneous expansion of the
country’s global economic links, and the

contradictions arising from these dual processes;

& National labour laws and policies, with attention

to the agricultural sector;

@ The deciduous fruit and wine sectors;

Methodological issues

The research must be considered to be a preliminary
analysis of the issues in question. Explicit links between
specific parts of the research will require additional
investigation. One of Oxfam’s pariner organisations
in South Africa, Women on Farms Project (WFP), made
the initial selection of farms based on areas in which
they would like to expand and consolidate their work.

WFP aims to strengthen the capacity of women who

@ The structural context of farm labour in South Africa;

& Labour market and work restructuring in South

African agriculture.

The section provides the context for the research
carried out for the Oxfam International Labour Wedge
Campaign. Part 2 of the report offers key findings
from fieldwork conducted to test the three hypotheses.
The research focused on retailer power, codes of
conduct and purchasing practices in the deciduous fruit
and wine value chains. It also aimed fo uncover the
links between these factors and living and working
conditions of women working in these commodity
chains, highlighting the day-to-day experiences of

precariously employed women workers.

This report is a summary of key findings from desktop
and field research reports written for the Labour
Wedge Campaign. The full reports have been
compiled into a longer document and will be turned
into a booklet for Women on Farms Project. Individual
reports or the full document are available on request
from Deena Bosch (deena@wfp.org.za) or Stephen
Greenberg (sig@Ilantic.net).

work and live on the farms to claim their rights and
fulfil their basic needs. An initial four deciduous fruit
farms and four wine farms were identified, with an
additional four in each sector as back-up in case we
were unable to get access onto the farms. We found it
possible (and desirable) to exceed these numbers and
interviewed seven deciduous fruit farmers, two

packhouse managers and two deciduous fruit export
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agents. The wine research involved a total of 15
interviews with estate farmers producing and bottling
their own wine, and wine grape farmers who deliver
to former co-operative wineries and exporters.
Interviews were conducted with farm managers, farm
owners, packhouse managers, marketing agents and
export agents of the companies concerned. The
interviews normally lasted an hour and a half and we
attempted to cover as many of the issues around codes
of conduct, buying practices, labour restructuring and
economic environment as possible. It must be noted
that the original selection of wine farms made by WFP
was skewed towards estates where labour standards
are generally better than on other wine farms. More
generally, deciduous fruit and wine farms tend to have
higher labour standards than most other agricultural
sub-sectors, as does the Western Cape province where
these farms are found compared to agriculture in other
provinces. It must therefore be stated that the findings
from this small sample of farms cannot be generalised
to the entire deciduous fruit and wine sub-sectors or to

the South African agricultural sector as a whole.

The farm worker section of the report is based on a
small set of interviews and focus group discussions held
with farm workers on some of the deciduous fruit and
wine farms selected for the study. Given the framework
terms of reference, interviews with workers were
conducted to supplement a relatively large body of
recent research into conditions of farm labour in the
Western Cape rather than seeking to find out what
the conditions were from scratch. The primary
motivations for conducting additional interviews were
to make contact with workers on the farms where
management was being interviewed, and to hear the
voices of women workers on those particular farms
rather than of workers in the deciduous fruit and wine
sectors in general. In consultation with WFP, it was
agreed that a small number of focused interviews
would be better than a large number of superficial

interviews.

In order to get a full picture of gender relations on
farms and the impact of changes on the working and
living conditions of women, we felt it was necessary to

speak to both men and women. This would allow for a

more rounded understanding of the gender dynamics
at play on the farms. In this light, 18 semi-structured
interviews and four focus group discussions (4-6
workers each, with a total of 20 workers participating
in focus groups) were conducted. Fifteen of the semi-
structured individual interviews were with women and
the other three were with men. The interviews were
evenly divided between permanent and seasonal/
casual workers. The workers did a mixture of different
jobs, but most were either general (unskilled, multi-

tasked) workers or sorters.

Participants in one of the focus groups were mixed
(four men and one woman) and participants in the
other three were all women. Each of the focus groups
had a mix of seasonal and permanent workers. Three
focus groups were held with orchard or vineyard
workers, and one with on-farm pack house workers.
Interviews were conducted on the farms during working
hours with the permission of the farm management.
They were carried out on three fruit farms, two wine
farms and one mixed fruit and wine farm. In the report,
the interviews and focus groups are supplemented with
other recently documented experiences of women

workers carried out by WFP (see references).

The interviews were not intended to be a scientific survey
of any sort. Given time and resource limitations, the aim
of the interviews and focus groups was to allow workers
to speak freely about their experiences in the past few
years. This means the findings of the interviews should
not be generalised, but rather treated as specific
experiences of a limited number of people. Based on
the methodology, it is impossible to trace a direct
relationship between the conditions faced by the
vulnerable and women workers interviewed here, and
particular purchasing practices or the content of codes
of conduct. To make these links explicit requires further
detailed research. Nevertheless the national legal and
policy frameworks, global political and economic
pressures, sector and chain restructuring, deregulation
and trade liberalisation, purchasing practices and
codes of conduct, and changes in the agricultural labour
market presented in the rest of the report establish
the context within which the experiences of women

and vulnerable workers must be understood.
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Part 1: Background and context

Economic restructuring and transition to democracy in South Africa

The combination of political democratisation and economic restructuring has had contradictory results on

the lives of workers in South Africa. While the liberation struggle achieved improvements in laws and

policies, neo-liberal economic restructuring has undermined the benefits of legal rights. The post-apartheid

government has carried forward the conservative macroeconomic framework initiated under apartheid

and backed by fractions of domestic capital and multilateral financial institutions. The result has been

growing job losses, increasing labour flexibility and limitations on access to basic social services, despite

improved rights on paper.

South Africa has undergone a dual process of economic
restructuring and political democratisation in the 1990s
that has had a contradictory effect on the majority of
the population. Initial moves to restructure the economy
along neo-liberal lines' were already being made in
the early 1970s as the South African economy began
to reach structural limits (see Gelb 1991). The IMF
and the World Bank have both played significant roles
in facilitating neo-liberal restructuring on a global
scale, especially through economic restructuring in the
weaker capitalist economies. These institutions have
thus contributed to the reorganisation of the global
economy to allow for the free flow of capital across
national borders, to open up new markets (international
trade replacing investment as the driving force behind
globalisation), to identify locations of ‘comparative
advantage’ (cheaper labour, raw materials or
infrastructure) for economic activity, and to harmonise

international and national regulations to these ends.

Given the dual nature of the South African economy
(a highly developed capitalist core with a very
marginalised periphery inside the same national
boundaries), some groups stood to benefit from the
strengthening of capital and integration into global
markets. Large-scale commercial producers in the
horticultural sector were amongst those who stood to
benefit from the economic restructuring. The IMF and

the World Bank both provided loans and technical

support to the apartheid regime, and offered advice
in helping the apartheid government restructure the
economy to become more competitive and open. This
advice was extended to the leadership of the liberation
movement on its unbanning in 1990, and has continued
until the present. In 1993, the transitional government
(comprising representatives of both the National Party
and the African National Congress) signed a Letter of
Intent with the IMF in exchange for a US$850m loan.
The Letter committed the future government to a
conservative macroeconomic package at least for the
years immediately following the acceptance of the
loan. The package included standard features of a
structural adjustment programme, including currency
devaluation, reduction of the government deficit, wage
restraint, and trade and industrial liberalisation. While
the IMF constructs its policy recommendations as short-
term measures to solve balance of payments problems,
it has the effect of altering the national economic
priorities and strategies of borrowing countries
(Padayachee 1993:185).

The World Bank, in its self-appointed new role as
‘knowledge bank’, offered detailed policy advice to
the post-apartheid government, including on rural
development and land reform (World Bank 1993),
agricultural restructuring (World Bank 1994), and
macroeconomic management amongst other areas (see

World Bank 1999). The content of this advice was to
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consolidate the trajectory of restructuring started under
the apartheid government two decades earlier, and
which required political legitimacy to be completed

and accepted by the majority of the population.

The post-apartheid government adopted these policies
without being forced to do so. It willingly accepted
the advice of the World Bank and IMF and built its
macroeconomic framework — especially the Growth,
Employment and Redistribution (Gear) strategy — on
the basis of this advice. Gear was unilaterally imposed
by the African National Congress (ANC) on its alliance
partners —most notably the Congress of South African
Trade Unions (Cosatu) — and signified the first break
between the progressive labour federation and the

ruling party since the 1994 elections.

The macroeconomic strategy pursued by the
government aided by fractions of domestic capital,
the World Bank and IMF has resulted in a rapidly
opening economy, trade liberalisation and an
expansion of exports. But these have been at the
expense of labour and the poor, including through
growing flexibility in employment, limited access to
basic social services in the face of user-pays cost
recovery policies, and large-scale job losses. The
private sector experienced a 21% decline in
employment between 1990 and 1998 (World Bank
1999:6). Key public sector institutions in electricity,
water, telecommunications and transport have shed
hundreds of thousands of jobs in preparation for full

or partial privatisation.

National labour laws and policies in post-apartheid South Africa

Although national labour laws are a marked improvement over their apartheid predecessors, an

inappropriate model of industrial relations, the adoption of ‘regulated flexibility’, weak monitoring and

enforcement by the state, and the continuation of outdated management attitudes and cultures have

served to reduce their impact. Atypical forms of employment are on the rise across economic sectors in

South Africa, partly as employers respond to the new industrial relations framework by seeking loopholes

and omissions to recruit labour in forms that are inadequately protected by the legal framework.

The post-apartheid government has implemented a
range of strategies aimed at transforming the
apartheid labour market and supporting economic
growth. The development of a new regulatory
framework, through the modernisation of labour
legislation, the development of new institutions and
statutory bodies, and the introduction of new labour
statutes have been at the centre of this programme.
New labour laws modelled on the ILO’s standards for
labour rights, combined with a strong affirmative action
and skills development strategy, have been developed
and implemented. Four key pieces of legislation were
infroduced after 1994: the Labour Relations Act 65 of
1995 (LRA), the Basic Conditions of Employment Act 75
of 1997 (BCEA), the Employment Equity Act 55 of 1998
(EEA), and the Skills Development Act 97 of 1998 (SDA).

The LRA marked a major advance for organised
labour. The Act formalises and codifies union
organisational rights, lays a basis for worker
participation in the workplace, grants workers a
meaningful right to strike (without fear of dismissal),
introduces a new dispute resolution system, provides
strong support for collective bargaining, and extends
coverage to most workers. Significant reforms were
made to the dispute resolution system as the
centrepiece of the legal framework in order to shift
industrial relations away from its adversarial heritage
and create a new system based on negotiations and

compromise.

The BCEA is the most important legislation introduced

in terms of employment standards reform. The Act



establishes a floor of minimum employment conditions
that is extended to all workers except members of
national defence and intelligence. Importantly, the Act
extends coverage to many workers previously
excluded from the old Act. Terms and conditions set
out in the Act apply to all contracts of employment,
unless other laws or agreements provide better terms.
By and large, this Act represents a step forward for
workers — minimum standards have been improved
and new conditions have been introduced (see

Appendix 1).

The EEA aims to address ongoing discrimination in the
labour market, and to correct the demographic
imbalance in the workforce resulting from apartheid
policies and practices, by compelling employers to
eliminate unfair workplace discrimination, and by
accelerating the training and promotion of people from
disadvantaged groups. Discrimination is extensively
defined, and incorporates race, gender, sex,
pregnancy, marital status and family responsibility. The
SDA was developed as one important mechanism fo
address labour market segmentation that is linked to

gaps and inequalities rooted in skills.

Until 1993 farm workers were excluded from basic
labour legislation. Organisation was outlawed and
basic labour rights did not exist. In 1993 elements of
labour law covering basic conditions of employment
and labour relations were extended to farm workers.
In 1995, the LRA was extended to include agricultural
workers. In 1997, farm workers were finally included
in basic conditions legislation, although only in 2001
were transitional arrangements limiting their full rights
repealed. Today, the full range of laws governing
employment, non-discrimination, land and housing
tenure, socio-economic welfare, and transparency and
administrative justice covers farm workers. In 2003, a
sectoral determination was passed for the first time
setting minimum standards (including wages) for the
agricultural sector (see Appendix 1 for more detail

on some of the rights of farm workers).

Despite these advances, labour law has been unable

to protect a growing periphery of workers. A number
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of weaknesses cause this. The legal framework is built
on a ‘big business, big union’ model of industrial
relations even though such a model does not capture
the reality of the majority of the workforce who are
increasingly engaged in atypical forms of employment.
The watering down of a strong regulatory framework
through ‘regulated flexibility’ undermines the protection
of even formally employed workers. Monitoring and
enforcement of laws is weak. Management attitudes
and cultures remain trapped in the past, undermining

compliance.

The legislative framework for South African labour
assumes a ‘big business, big union’ model. This assumes
the industrial profile of a worker who is a male,
permanent, full-time, long-term employee with
employment benefits (medical aid and pension fund)
working at one fixed workplace where formal
representation by a nationally organised union is
available. In contrast the average farm worker is a
female, non-permanent, seasonal, migrant, non-
unionised employee enjoying no social benefits and
working for various employers and /or clients at various
workplaces. The result is that the legal framework
leaves precarious workers outside its fold, or
incorporates them only partially. Related to this, farm
workers in particular cannot rely on formal
representation, but the legal framework is built on the

expectation of representation.

Given the many conflicting interests that had to be
balanced, the post-apartheid government adopted a
framework of ‘regulated flexibility’, with the aim of
intfroducing flexibility by allowing greater scope for
negotiation while at the same time increasing statutory
regulation. Thus, improved conditions and the move
towards stronger regulations in the Act are offset by
the possibility of standards (apart from core standards)

being varied downward.

Legislation introduced significant changes with regard
to enforcement. Government inspectors are now
responsible for the enforcement of all labour
legislation. Overall, the introduction of new statutes

has placed increased pressure on the Department of
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Labour (Dol) and its provincial offices. Even before
new legislation was implemented, the capacity of the
Dol to effectively monitor compliance with legislation
was often weak. The increased workload within the
department has not been accompanied by adequate
increases in staffing levels. As a result of staff shortages
and general capacity problems, many offices reported
that inspections tend to be reactive — responding to
complaints — rather than proactive and often proper
follow-up is difficult as there are too many other
pressures on inspectors. The dramatic rise in the
informal sector and the lack of compliance to legislation

within this sector, makes the situation is even worse.

It would be a mistake to say that the fault lies
exclusively in the area of ignorance of or disregard
for the law (lack of compliance), failure or incapacity
(financial or technical) to implement the law, or failure
or incapacity to enforce the law (on the part of
government). The transformation of society to enable
agricultural workers to enjoy their constitutional rights
and progressively improve their working conditions
requires legislation and implementation mechanisms
that enable voluntary compliance by employers and
stipulate implementation strategies (‘good practice
models’) that are cost effective and efficient.
Unswerving and fair enforcement by government of
these requirements is then a possibility and cannot be
avoided. In short, good laws mean nothing without
compliance and transformatory laws require more than
mere compliance — they require significant attitudinal
and cultural shifts to take place at the workplace. Thus
legislating for change is insufficient to effect change
in South African agriculture. Furthermore legislation
must enable this change and not obstruct or

problematise these processes.

One of the goals of the new legislation was to address
the segmentation in the labour market, and to improve
the working conditions of vulnerable workers. Despite
these initiatives, the labour market remains very
segmented with many workers effectively unprotected
by labour legislation. The legacies of labour market

policies under the apartheid regime, pressure from

globalisation, combined with the failure of the ANC's
industrial and economic policies to sustain and create
employment, have created an environment in which
jobs have been destroyed and non-standard
employment has flourished. Although official statistics
do not reflect it, alongside the massive growth in
informal employment, recent research has highlighted
the growth in atypical forms of employment in all major
industries in the country over the last decade, most
especially in the last five years. In particular, there
has been rapid growth of casual employment,
triangular employment arrangements, independent
contracting, and outsourcing/sub-contracting.
Casualisation is running alongside (and often
intersecting with) a process known as externalisation.
Casualisation is taking place through the reduction of
permanent, full-time staff and the increase in part-
time and casual employees. In addition, downward
pressure on wages and working conditions, and the
prevalence of jobs with irregular work schedules,
reveals a process of casualisation is underway in South
Africa. The term ‘externalisation’ is used to distinguish
those processes that result in having goods or services
supplied in terms of a commercial contract rather than
in terms of an employment relationship. Thus, those
who in reality are dependent workers are placed
outside the protection embrace of legislation due to
having a contract for services, rather than a contract

of employment (see Theron & Godfrey 2000).

The exclusion of ‘independent contractors’ from labour
legislation has facilitated the process of casualisation.
Employers have exploited this loophole by converting
‘workers’ into independent contractors or self-
employed workers in order to bypass legislation. There
is evidence that employers in different sectors have
convinced their employees to sign contracts converting
them into independent contractors — even when their

work remains unchanged.

Overall, the context in which the legislation is created

does not match the assumptions made during drafting:

& Historically a feudal/paternalistic relationship

existed between workers and employers. To



transform this to an equal partnership defined by

rights and obligations is a long-term process.

& Agricultural employers feel beleaguered on all
sides. They regard labour as primarily a cost not
an asset and as such find it anomalous to invest in
and respect workers’ interests as a contribution to
productivity.

@ There are no visible sanctions for non-compliance

or benefits for compliance. Thus voluntary

compliance is unlikely in the majority of cases.

& Globally the full-time, permanent, lifelong worker is
a thing of the past, despite South Africa’s labour

legislation being geared towards such an employee.

& Nationally government’s economic policy focuses
explicitly on entrepreneurialism rather than jobs

for life.

@ The laws assume a vibrant, unionised and resourced
workforce who have choices about alternative
employment and do not live under the threat of

overwhelming unemployment.
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& Few agricultural workers have access to judicial or

dispute resolution structures.

& The laws rely on these structures to protect the
vulnerable without addressing the non-transformed
nature of the judiciary, particularly at local rural

level.

@ Economic policy fails to provide for the welfare of
workers moving from a paternalistic environment

to independent status.

¢ Laws are cumbersome and inaccessible to the

under-resourced.

@ In most cases the assistance of a professional is
required to realise one’s rights and comply with

one’s obligations.

@ |Institutional support, in the form of efficient

mechanisms for compliance, advice and

preventative measures, are not available.
& Enforcement is limited or non-existent. The South

African government shies away from intervening

in business concerns and the market.

Background to deciduous fruit and wine value chains

The deciduous fruit and wine sectors have undergone significant restructuring since deregulation and
trade liberalisation in the 1990s. Under apartheid, marketing in both chains was highly regulated to the
benefit of inefficient producers. Since deregulation, marketing has fragmented although producers have
responded by consolidating through alliances and mergers. There is a contraction of local apple production
and an expansion of local wine production. However, both sectors face intensifying competition in export
markets with the resultant global overproduction of commodities, and require constant investments in
new varieties to maintain their foothold in global markets. Both sectors are also characterised by high
levels of insecurity, and this suggests that profits are more likely to be used to stabilise individual enterprises
rather than on improvements in workers’ conditions. Labour is being restructured to reduce input costs,
with women in particular experiencing greater vulnerability in work and loss of employment.

Deciduous fruit valued at close to R1 billion a year. The industry

employs more than 75 000 people on farms and in

There are approximately 3 000 deciduous fruit packhouses (Centre for International Agricultural

producers in South Africa, concentrated mostly in the
Western and Northern Cape provinces. Deciduous fruit
contributes 20% of the Western Cape’s agricultural

output and most of the country’s deciduous fruit exports,

Marketing and Development 2002). Between 20%
and 27% of those employed in the Western Cape
work on farms, in packhouses and in other parts of

the fruit industry.
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Historically South African deciduous fruit exports were
marketed under a single channel scheme initially
controlled by the Deciduous Fruit Board and then by a
co-operative called Unifruco from the late 1980s. In
the period leading up to the liberalisation of
agricultural markets the single channel exporter for
deciduous fruit was privatised. Shortly afterwards it
merged with its citrus counterpart to form Capespan.
In the period after liberalisation of export markets,
the chain has fragmented considerably with more than
60 new competitors sourcing from deciduous fruit
farmers in South Africa (see Appendix 3 for a diagram
on the export value chain). These agents frequently
have relationships with UK-based buyers (called
‘service providers’), who are in turn the preferred
suppliers of retail chains. Growers and packers also
sell to wholesale markets, although this is not the
preferred route. The fragmentation of the chain has
more recently been countered with the consolidation
of exporters and packhouses in regions such as
Grabouw and Elgin (where the field research was
conducted). As a rule, agents in the chain have less
power as they move upstream. Tru-Cape — an alliance
between Kromco, Ceres Fruit Growers and Two-a-Day
packers — represents an important exception to this
rule: with 70% of South Africa’s apple and pear crop
they have the leverage to play an important role in
‘driving’ Capespan, the agent immediately

downstream of them.

During most of the 1990s farmers in the deciduous
fruit sector have faced very difficult economic
circumstances. These have been hardest for apple
producers and have resulted in well-publicised
bankruptcies and sharply reduced land prices in the
main deciduous fruit producing areas. There are
several reasons that account for the crisis in the apple
sector. The first has to do with the fragmentation of
the chain after liberalisation. It is very likely that with
the entire South African deciduous fruit crop, Unifruco
was in a stronger position to negotiate prices and terms
with northern hemisphere retailers and importers. The
second reason is that South Africa is heavily dependent

on the UK as an export market (see Table 1). Third,

producers have lacked the resources to plant new
varieties to meet changing consumer (or retailer)
demands. Fourth, production costs have increased
sharply in the context of a declining Rand and a
continuing reliance on imported inputs, or prices of
local inputs such as packaging being set at export
parity. Currency volatility aggravates this by making
forward planning difficult, both with respect to inputs

and to expected returns from exports.

Table 1: Major South African apple export markets

Export market % share
United Kingdom 41
Continental EU 20
United States 4
Malaysia 4
Other 31

(Source: USDA 2003)

South Africa is a relatively small player in the global
apple trade (see Table 2). Most export apples are
produced in the northern hemisphere countries of Ching,
the United States, France, Italy and Spain. Four
countries — Chile, New Zealand, South Africa and
Argentina — dominate southern hemisphere production,
and production from south of the equator constitutes
20% of global trade. These four countries tend to be
more reliant on export markets than is the case for
their northern hemisphere counterparts. There is intense
competition between these countries to gain and
maintain access to markets. While global production
is anticipated to increase dramatically to 2010,
consumption in the main apple-importing areas is
stagnating or declining (Canadian Ministry of
Agriculture and Food 2002).

The mismatch between global production and
consumption has been exacerbated by important
technical innovations. Growing seasons in the northern
and southern hemisphere have been extended by
plantings of earlier and later growing varieties of
apples, which has resulted in significant overlaps

between fruit produced in the south and the north



Table 2: Apple production 1998 to 2010 (projected)

Major producing 1998 2005 2010

regions projected | projected
Europe 12684 | 13677 | 14 345
North America 5874 6 050 6 300
China 17 508 | 25000 | 31 000
South America 3226 3 660 4070
South Africa 515 680 700
Total 39807 | 49 067 | 56 415

(Source: Rabobank 1997)

(McCliskie 2000). EU producers are protected from
international competition through tariffs, even though
imports contribute only a small proportion of total
consumption in the EU. Bilateral frade agreements, such
as the South Africa — European Union Trade
Development and Co-operation Agreement (TDCA),
have not assisted producers in market access. In the
case of the TDCA many agricultural products, including
deciduous fruit, have been excluded from the

agreement (Lee 2002).

There appear to be two options for apple producers
attempting to compete in a global environment
characterised by overproduction and intense
competition: the first involves developing new varieties
of apple and also finding ways of making the product
easier to eat and more interesting to consumers.
Retailers play an important role in driving the demand
for new varieties. Shelf space is limited and retailers
are looking for something different than ‘just another
apple’ (McCliskie 2000; Rabobank 1997). Better
earnings for new varieties are, however, short-lived
as supplies from apple competitors in other parts of
the world increase. There are also worries that the
premiums received for new varieties do not reflect the
costs of establishment. The extent to which this strategy
is sustainable in the long term thus remains unclear. A
second process involves improving efficiency and
building market muscle through industry structure and
marketing strategies. Ironically, given what has
happened in South Africa, marketing boards and

single-channel export systems are seen as one way of
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improving efficiency and countering the power, albeit

in a small way, of the multiple retailers.

The structure of international fruit trading has changed
dramatically in the last two decades. Although there
are still up to 10 000 trading companies involved in
the global fresh fruit industry, there have been
significant changes at all nodes in the chain, but
especially at the beginning (primary production) and
ends of fresh fruit chains (retailing). At the production
end of the chain, one of the key changes in the late
1980s and early 1990s has been the dismantling of
single-channel marketing boards, often associated with
structural adjustment policies and neo-liberal
macroeconomic strategies. Marketing boards were
regarded as inefficient and not competitive enough
for oversupplied global markets. They also failed to
transfer ‘market signals’ from consumers to growers,
who were slow in responding to new varieties and
better quality fruit. Dismantling the single channel has
led to the fragmentation of production and supply to
export markets. Lower quality and lower prices on
international markets have often, but not always,

followed the fragmentation of supply.

At the consumption end the opposite has happened:
the sale of fresh fruit is increasingly in the hands of a
relatively small number of large multiple retailers.
Retailers attempt to increase shareholder value by
externalising low profit functions, by shifting costs ‘down
the chain’, and by increasing profit margins. At the
same time, retailers are demanding better quality,
consistent supply and a much wider range of codes of
conduct from their grower suppliers. This shift has had
a significant impact on producers who are squeezed
by higher production costs and higher demands for

quality, but low or static returns.

Wine

The South African wine industry is primarily located in
the Western Cape. Wine grapes are the third most
important crop in the province, contributing 30% of
income from horticultural production (Galli 1998).

Primary grape production accounted for just 14.8%
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of value created in viticulture, with producers of
drinking wine (wine not for distilling or for non-alcoholic
juices) creating 73.4% of total value of viticulture in
2001 (South African Wine Industry Information and
Systems 2003:79). Blending, maturing and bottling
added further value to create exports worth around
R2.5bn in 2002. A study commissioned by the South
African Wine Industry Information and Systems (Sawis)
in 1999 found that the wine industry contributed 9.7%
to the Western Cape’s gross geographic product. Of
the R14.6 billion contributed by the wine industry to
the regional economy, some R3.5 billion was generated
indirectly through wine-tourism activities centred in the
winelands (Wines of South Africa 2003).

There are various estimates of employment
requirements for viticulture. According to Carstens
(1999:1), the production of wine grapes requires 221
person days/ha — only tobacco has a greater labour
intensity. Based on one permanent job being equivalent
to 233 person days, the 106 331 ha under wine
grapes in 2001 would yield an equivalent of 100 855
full-time jobs a year. It should be noted that seasonal
labour is converted into full-time equivalents here, so
these are not all permanent jobs. In 1992, de Klerk
estimated around 22.5% of the agricultural workforce
on wine farms was permanent, with the remainder
seasonal. He suggested there were no more than 45
000 full-time agricultural workers on wine farms at
the time, and approximately 155 000 seasonal
workers (1992:13). Sawis made an estimate of 345
000 workers plus their dependants on wine farms in
2001 (2003:79). Wosa estimated that around 300
000 people were directly or indirectly employed by
the industry, including farm workers, and workers in
packaging and retail, with an estimated additional
48 350 people employed in wine tourism (Wosa
2003). It is not possible to determine the breakdown
between full-time workers, seasonal workers, and
dependants not working on the wine farms from these
figures. Viticulture ranked only 15" in a list of 25
agricultural sectors in its contribution to employment
multipliers (employment created for capital invested)
(Carstens 1999:6).

Historically, the industry was based on co-operative
production with minimum price and surplus removal
schemes sometimes resulting in poor quality and
inefficient production methods. The Ko-operatiewe
Wiinbouwers Vereeniging van Zuid-Afrika (KWV) was
set up to co-ordinate the production and selling of
wine and wine-based products. KWV exerted immense
power and used this to monopolise exports and the
production of brandy. Some fragmentation occurred
in the industry with the development of new technology
in the 1950s, resulting in the growth of private cellars
producing and bottling their own wine, occasionally
for export. These held only a very small share of the
market. The local industry remains dominated by three
or four very large producer-wholesalers (Distell, KWV
and SAB Miller, with the Rembrandt conglomerate
holding a big stake in the industry) with connections
into other sectors of the economy. The industry
produced overwhelmingly for the small local market
until the 1990s. Even today, the domestic market
absorbs two-thirds of locally produced wine, although

in value terms this is lower.

On the basis of a captive market and guaranteed
prices, wine production expanded. However, some
producers wished to plant higher value rather than
higher yielding varieties and began complaining about
the constraints imposed on doing so by the KWV’s
production quotas. In response, the production quota
system was suspended in 1992 and the task of
regulating production passed on to the co-operatives.
The result was the more careful pricing of cultivars
and grapes of quality (Williams et al. 1998:73). This
was followed by the eventual privatisation of KWV

and some of the other co-ops.

There are 4 390 wine grape growers at present. Eighty
percent of their crop is crushed by 67 co-operative
wine cellars. Private wine cellars (9?1 estates and 219
non-estate cellars) crushed 13.2% of grapes and 11
producing wholesalers crushed 7.3% of grapes in
2001 (Sawis 2003:91). Co-op wineries bottle some
wine under their own labels, but much of their output

is sold to producer-wholesalers like Distell or (on a



smaller scale) The Winery (see Appendix 3). Since
deregulation, there has been some consolidation at
the processing, bottling and marketing stage with
groups of co-operatives or estates forming alliances
or joint ventures to capture economies of scale. There
has been some penetration of multinational producers
and distributors into the South African market in the
past few years, partly as a result of international

mergers that impacted on local operations.

With the ending of sanctions in the early 1990s, and
the deregulation of the industry in the early and mid
1990s, wine exports grew rapidly — from 22 million
litres in 1992 to nearly 174 million litres in 2001 (Wosa
2003). The value of exports increased almost fivefold
between 1996 and 2002 from R550 million to R2.48
billion (Department of Trade and Industry 2003; Galli
1998). Most of the wine that initially flowed onto
international markets was of poor quality or was not
marketed correctly and this created a poor image for
South African wines from the outset. However, exports
have continued to grow and at least some producers
are able to begin to drive their brands into the upper

end of the market.

South African exports are growing, in particular in the
UK market where South African export growth is
above growth of the total market. Consequently, South
Africa has moved from 6" to 4™ position in the UK
retail sector (Distell 2003a). The UK and European
markets are by far the largest export destinations for
South African wine, although there has been significant
geographical diversification over the decade (see

Table 3).

Supermarkets represent 70% of the European wine
market, with Tesco (UK supermarket) accounting for
20% on its own (Mathews 2002). Two-thirds of all
wines sold in the UK are now sold through multiple
grocers (another 12% through multiple speciality
stores), with the top five accounts having 50% of the
market. In the US, 40% of wine is sold through
supermarkets, whilst off-premise chains account for
14%, and on-premise chains for 7% (Distell 2003a).
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Table 3: Selected SA export destinations, hottled and
bulk wine by volume, 2001

Destination % hottled exports | % bulk exports
UK 49.8 29.6
Netherlands 20.4 10.1
Germany 6.6 7.1
Belgium 2.9 7.9
France 0.6 9.3
Australasia 0.3 16.6

Source: SA Wine Industry Directory 2003

While the global market is expanding, competition is
also growing, especially from other New World
producers in Australia, the US and Latin America. New
World wine production, including from South Africa,
accounted for about 20% of the total volumes of wines
purchased worldwide in 2002, up from 7.8% in 1992.
By 2006, New World wines are expected to represent
27% of the total traded (Distell 2003). South Africa
is currently the fastest growing supplier of New World
wines to the UK market, with a 26% increase in sales
from 2001 to 2002, compared to 23% for Australia
and 17% for the US (Distell 2003a).

South African production is primarily of white wine,
although the global trend is towards reds. South
Africa has only 32% red varieties, compared to
Chile’s 75.4% and Australia’s 59.2% red (Sawis
2003:110). Shiraz is South Africa’s fastest growing
export variety (47.6% growth between 2000 and
2001) and the fastest growing red variety planted
in the country (average annual growth of 40.2%)

(Howe 2002).

One of the constraints to expansion in the local industry
is the short supply of good quality grapes of the right
variety for wine production. The risk and cost of
uprooting vineyards and replacing them with different
varieties is borne by the grower, although in some
instances producer-wholesalers contribute because
they rely on the supplies. The other alternative is for
wine producers to source grapes globally, and this is

a growing trend.



) TN 12

The context of farm labour: Chronic poverty, structural unemployment,

HIV/Aids

South Africa is characterised by chronic poverty — an inability to escape from poverty over a lengthy

period of time — made worse by structural unemployment. The loss of jobs under the current macroeconomic

strategy creates greater vulnerability for poor households. There is intensifying competition even for

seasonal and casuval farm work — employment long considered to be of last resort. Women are losing

access even to precarious work in this process. Irregular farm work remains an important income-generating

strategy for poor semi-urban and rural households on the margins of the formal economy. Poverty

exacerbates vulnerability to household stresses, including HIV/Aids. While farms have the lowest prevalence

of HIV in the country, the extremely high prevalence of HIV in informal settlements suggests the potential

for the migration of HIV onto farms with the occasional workforce.

Farm employment cannot be isolated from the broader
social and economic features of the society in which
workers are embedded. The South African economy
is characterised by chronic poverty and structural
unemployment. Chronic poverty is defined as an
inability to escape from a situation of poverty over a
lengthy period of time, and includes inter-generational
poverty (Aliber 2001:2). Chronically poor households
tend to be larger, have female heads, have older
household heads, have access to less arable land than
the average, and spend considerably less money on
food than the average (2001:16). A comparative study
of poor households in rural KwaZulu-Natal showed that
22.3% of households were chronically poor between
1993 and 1998, and another 30.7% were transitorily
poor, i.e. they are located just above or just below the
poverty line and move from one side to the other as

their circumstances change.

There is a strong link between chronic poverty and
unemployment. Between 1980 and 1995, more than
1.3 million jobs have been shed from the formal
economy in South Africa. Between 1994 and 1998
unemployment on the broad definition (where one
might potentially find work but has given up trying)
has risen from 31% to 39% of the total population.
Africans, the rural population and women are over-
represented amongst the unemployed, with
unemployment for African women as high as 75.3%
and for coloured women 57.8% (Aliber 2001:18).

In a recent survey in a deciduous fruit producing area,
more than a third of households reported the loss of a
permanent job in the past five years, with 25%
reporting loss of work by a breadwinner in the previous
year. Only 26% of household members had access to
stable, permanent jobs, with 25% of households
entirely dependent on seasonal or temporary labour,
mainly in agriculture or food processing (du Toit
2003:17). Men dominated permanent work while
women remained responsible for the ‘invisible’ work
of household reproduction (2003:22-23). Given the
importance of agricultural labour as a generator of
cash, households in these settlements with access to
labour considered marginal in the economy as a whole
— both farm work and seasonal or temporary work —
found themselves in the strange position of being
amongst the most well-off households in their
settlements. Even access to this extremely low-quality
and precarious work has thus become a point of
competition. In this context, farm work is just one
amongst a number of income-generating strategies
and is disintegrating as a complete social identity in

and of itself.

For women, the migrant labour system has resulted in
a dependency on wage remittances that increasingly
do not arrive as men settle permanently in the urban
areas away from their original partners. This also
places a greater burden on women in rural settlements

to provide care for children, the sick and elderly. The



end of enforced migrancy has tended to give men
somewhat greater mobility, while it has reinforced the
entrapment of women in rural ghettos. Higher levels
of violence and crime, and social exclusion — or, as du
Toit (2003) prefers, adverse incorporation — also

characterise poverty-stricken areas and households.

Chronic poverty is associated with increasing levels of
vulnerability to shocks and stresses, especially where
the underlying threats are themselves long-term, such
as HIV/Aids. A recent comprehensive survey on HIV/
Aids in South Africa revealed that 11.4% of the total
population of South Africa were HIV positive in 2002
— approximately 4.7 million people (HSRC 2002).
Women had a higher prevalence of HIV than men at
17.7% for those aged 15-49 compared to 15.6%
for men and women combined in this age category.
HIV prevalence in women who had been pregnant in
the past year stood at 24%. This is comparable with a
Department of Health survey conducted in 2001 that
found 24.8% of pregnant women were HIV positive
(HSRC 2002:53). The HSRC survey confirmed other
studies that found HIV prevalence levels rise more
quickly in women and then decrease with age, whereas
with men the peak prevalence levels occur at an older
age (2002:58).

Coloureds had a lower HIV prevalence (6.1%) than
Africans (12.9%), although it remains a high figure
and ‘indicates that a dynamic epidemic is occurring’ in
this group too (2002:58-59). In 1999, there were an
estimated 371 000 living Aids orphans (children who
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had no adult care as a result of Aids deaths) in South
Africa, with another 50 000 Aids orphans already
dead (UN/WHO study cited in Aliber 2001:36).

At 10.7% of the population, the Western Cape had a
slightly lower prevalence of HIV than the national
average (HSRC 2002:46). On a national level, farms
exhibited the lowest prevalence of HIV at 7.9%. Youth
(18-24 years old) on farms had a prevalence of HIV
at 8.6% (2002:49). Adults (above 25 years) on farms
had a 9.5% prevalence of HIV (2002:52). Urban
informal settlements had a high 21.3% HIV prevalence
amongst the total population living in these areas
(HSRC 2002:47), rising to 28.6% for adults (2002:52).
This has significant implications for future infections on
farms in the context of a higher proportion of seasonal
workers being drawn from informal settlements to the

farms.

The economic effects of the virus mainly strike
households only once a household member has full-
blown Aids. For households on the verge of poverty or
already in poverty, it is likely to push them firmly into
the category of the chronically poor. This means a
downward spiral of increasing vulnerability and
inability to absorb shocks or stresses. Aids therefore
both feeds off poverty because poor households are
unable to cope with the effects of the virus, and creates
further poverty because households use up their assets
and are prevented from engaging in productive and

income-generating activities.
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Background to work restructuring in Western Cape agriculture

Historically, the state and farmers tightly regulated farm work on the basis of paternalism and coercion in

a racist context. In the Western Cape, the coloured preference policy meant conditions were slightly better

than in other parts of the country where Africans were the majority of farm workers. Political and economic

changes have led to a shift in management culture to a neo-paternalist model situated between impersonal

labour relations and continued personal dependence on the farmer. Women workers generally remain

trapped in a relationship of dependence on the farmer and on male relations for access to work and

housing. New labour and tenure laws and economic restructuring have led to greater casualisation and

externalisation of employment, the decline in the on-farm workforce in favour of workers living off the

farms, the withdrawal of the provision of services by farmers, and stagnant wages with women still

receiving lower wages than men.

South African commercial agriculture was built on the
back of heavy state support, especially after the
formation of the Union in 1910. One crucial aspect of
this support was tight control over labour that meant
farm workers were immobilised on the farms and
forced to work for very low wages even in relation to
black workers in other sectors of the economy. Until
the 1960s, commercial agriculture was labour intensive,
but then went through a number of phases of
‘modernisation’ and there was a permanent downward
trend in employment in the sector as well as a shift to

migrant and casual labour.

The Western Cape labour market has always been
unique because of the long-standing policy of
recruiting coloured workers ahead of African workers.
The apartheid hierarchy, where the coloured
population was placed slightly ahead of the African
population (though still very far behind the white
population), translated into slightly better wages and
access to services. Since the Western Cape dominates
the production of deciduous fruit and wine, these sectors
have always had slightly better working conditions than
other parts of the country. Under apartheid, both
African and coloured women were closed off from
any type of employment other than domestic work or
farm work, and within the farm work category they
invariably ended up in the more precarious jobs than
men. In the fruit and wine industries, this meant women
worked mainly in seasonal or casual work, employed

for only short periods at a time.

Women farm workers were dependent both on the
farmer and on their spouse or a male relative for
access to housing. On-farm housing was given to the
man, and women would often have to work on the
farm if they wanted to stay with their family. If the
man was retrenched or dismissed, he would have to
move out of the house and any women in his household
would be forced to leave too even if they had been

working on the farm.

Management on farms has been characterised by
paternalist ideology, with workers seen as children who
had to be cared for in a dependent way. Farm workers
were largely dependent on the farmer to provide basic
services, housing and access to the outside world.
Paternalist ideology served to maintain social control
through racial discrimination and also structured the

work relationship.

The broader processes of macroeconomic restructuring
that started in the 1970s also affected the agricultural
sector, with a gradual decline in state support that
forced farmers to become more efficient to survive.
The labour force was again restructured to reduce
variable costs although the expansion of horticultural
production in the Western Cape meant that the
province went against the national trend until at least
the early 1990s (Marcus et al. 1996:45). Economic
restructuring and political democratisation in the early
1990s have resulted in a number of changes in

employment in agriculture.



While on grain farms modernisation tended to take a
technological form, on Western Cape fruit farms it
incorporated the reorganisation of the labour market
and changes in management approaches (Ewert &
Hamman 1996:148). This was partly because of the
limits of technological change in the horticultural sector.
The farm management movement had already
emerged in the 1980s in an attempt to modernise
aspects of the paternalist relationship while retaining
other aspects. The resultant hybrid ‘neo-paternalist’
form of labour relations may be seen as a continuation
of the concept of the ‘farm as family’ but suffused
with Fordist-Taylorist discourse and practice, i.e. precise
measurement of the worker, both in their work and in
their private lives. The old relationship of personal
dependence gradually gave way to a hierarchy
embedded in a framework of formal equality and
shared responsibility (du Toit 1992:27).

Despite the shift from paternalist to neo-paternalist
management practices on many farms, women continue
to experience the negative effects of paternalist culture
in very physical and direct ways. Fully two-thirds of
employers in a Centre for Rural Legal Studies survey
reported incidences of domestic violence on their farms,
with a quarter indicating that there was sexual
harassment on their farms. However, very few had any
policies in place to deal with these issues (Sunde &
Kleinbooi 1999:51-52). Women also bore the majority
of the burden for child care, both by taking unpaid
time off to look after sick children and by paying out
of their own pocket for créches (1999:54-55).

Employment patterns have changed in response to
economic and political changes. Farmers in the Western
Cape tend to respond to new labour laws by
conforming but using labour more efficiently (Hamman
1996:362). Surveys of fruit and wine farms show a
trend towards casualisation of the workforce and a
decline in the permanent workforce (see du Toit & Ally
2001; Ewert & Hamman 1996; Kritzinger & Vorster
1995; Sunde & Kleinbooi 1999). On other farms,
labour retention appears to be an equally viable

strategy to pursue. However, the way that labour is
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managed is being altered to reduce the direct costs
of labour borne by farm employers. Coloured men
still form the core of the permanent workforce, with
African men increasingly competing with coloured
women for seasonal and casual jobs in the 1990s. More
recently, and in the absence of other employment,
coloured men have also begun to encroach on these
jobs historically occupied by women. The use of labour
contracting systems that sometimes circumvent labour
legislation is on the rise (see Centre for Rural and Legal

Studies 2003; du Toit & Ally 2001).

There is a definite trend towards moving workers off-
farm, or only recruiting new workers who do not need
on-farm accommodation. Peripheral farm workers are
disappearing into the ranks of the urban or semi-urban
poor. As the previous section on farm work in the context
of chronic poverty shows, off-farm housing in formal
or informal settlements is very often worse than housing
on the farms. The move to employing workers who live
off-farm is therefore a move towards a worsening of
conditions for workers, at least in the Western Cape.
On-farm housing conditions in the Western Cape tend
to be better than in most other parts of the country.
The provision of services is much higher than for farm
workers in other parts of the country (see Department
of Labour 2001; Hamman 1996). Farm owners have
responded to tenure security legislation by leaving
houses on the farm empty or even demolishing them
when workers leave the farm, or by offering workers
incentives to move off the farm (du Toit & Ally 2001;
Sunde & Kleinbooi 1999). Nevertheless, this trend had
already begun prior to the passing of the Extension
of Security of Tenure Act in 1997, and some farmers
remain in favour of retaining an on-farm workforce
for security and cost reasons. Access to on-farm housing
for women still depends heavily on their spouse or a
male relative. In most cases, employment remains a
condition for access to housing, and in many cases
should a male leave the farm, women workers living
in the same house would have to leave with him (Sunde

& Kleinbooi 1999:40).

As discussed above, wages in the Western Cape have
tended to be higher than in other parts of the country

for unique historical reasons. Real wages (after
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inflation) rose only very slightly until the mid-1990s,
based on extremely patchy official data.
Unfortunately, there is no detailed information on farm
worker wages after 1996. The Dol has found that
women earned lower wages than men, with gender
discrepancies more exaggerated at the top end of
the spectrum (higher paid workers) than at the lower

end (Department of Labour 2001:41-42). Even when

men and women performed the same work, the latter
tended to get fewer formal benefits because
employers argued that women gained indirect benefit
from the benefits going to men in the same household
(2001:49). Seasonal workers often do not receive any
benefits or payment in kind, and migrant workers are
the most poorly paid farm workers (Barrientos et al.
1999).
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Part 2: Purchasing practices,

codes of conduct and work

restructuring

Retail power, codes of conduct and purchasing practices in global
deciduous fruit and wine commodity chains

Both retailer buying practices and codes of conduct increase costs for primary producers already squeezed

between rapidly rising input costs and stagnant prices. This is true in both the deciduous fruit and wine

sectors. Retailers exert their power to capture a greater share of value in the chain through transferring

risks and costs down the chain, regulating prices without regard for costs of production, and imposing

increasingly stringent quality and process requirements on producers, packers and suppliers. Codes of

conduct are used to differentiate one retailer from another in the quest for greater market share. Codes

tend to focus on technical, food safety and environmental considerations, with few if any social requirements

actually implemented at the primary production level. The application of codes improves environmental

sustainability of production, and improves the health and safety conditions of workers in some instances.

Nevertheless, they have limited impact on living or working conditions of workers more broadly.

Buying practices

The buying practices of multiple retailers in Europe
act as a way of passing risk down the chain. This is
achieved through a combination of demands
associated with cost savings and innovations in products
and processing. Agents downstream of retailers find
themselves under increasing pressure to take on
additional costs passed down the chain, respond to
demands for new packaging and presentation, and
continually innovate by providing new product
varieties. In return for meeting these requirements,
producers and exporters expect to have a reasonably
secure ‘home’ for large volumes of wine or fruit. In the
course of research, producers and exporters recounted
several examples of retail sourcing practices that
affected their operations in significant ways. Although
it was difficult for producers and exporters to quantify
the impact of these practices, they contribute

significantly to the insecurity faced by deciduous fruit

and wine producers in South Africa. As we shall see
later on, this insecurity plays a crucial role in farmers’

labour hiring practices.

Risks and costs

In 1996 a mid-sized wine making and bottling
company (that we will call ‘The Winery’) was
established in the Stellenbosch region. The company
is attempting to establish itself as a producer of good
quality wine for both local and overseas markets. Wine
exported to the UK is handled almost exclusively by
International Wine Services (IWS), an organisation that
distributes its wine to multiple liquor outlets. Earlier
this year, IWS introduced a new sourcing plan called
‘pipeline supply’: rather than supplying around 2 000
cases of bottled wine once or twice a year, IWS now
requests 200 cases at a time. These smaller orders
are made from various wineries around South Africa
and consolidated into containers in Cape Town harbour.

Since it is very difficult and costly for The Winery to
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bottle in such small production runs, they are forced to
carry the costs of storage and the additional
administration involved in delivering ‘just-in-time’ wine
to IWS. The Winery is prepared to accept these
additional costs in the hope that it will lead to larger

orders in the long term:

It is wonderful for them. Practically it is not good
for us and it costs us more right now. But we are
hoping to grow our business with them. It is
cheaper for us to do the warehousing here... It’s
really hard work to manage it from this side. But
in the long term it will work for us. We hope we
will eventually move to the stage of a full

container at a time.

A second wine farmer’s experience with a retailer
started by chance. Through a complex intellectual
property dispute, this wine farmer was able to convince
Tesco, through its wine supplier IWS, to sell white wine
in the retailer’s ‘buyer’s own brands’, Rylands Grove
and Apostle Falls. Orders from Tesco increased from
1 680 cases in the first year to over 3 200 cases in the
second year. As the farmer noted, ‘We really thought
we were on a run here’. After the second year, however,
Tesco decided to discontinue the Rylands Grove brand
name, but requested Shiraz (red wine variety) under
the Apostle Falls label. Since the demand for this farm’s
Shiraz had been growing on the domestic market, a
second farm with Shiraz grapes was hired for a three-
year period to meet the Tesco order. Rather than
allowing the estate’s own wine maker to produce the
Shiraz, IWS sent in their ‘flying wine maker’, to produce
a wine according to UK consumer tastes and Tesco’s
requirements. The flying wine maker’s methods were
not consistent with the ways in which the wine would
normally be produced on this farm. Higher methods
of filtration were used, a technique that, according to
the producer, ‘takes the guts out of the wine’. Tesco’s
buyers had a second demand: rather than using natural
cork in the bottles, they insisted on plastic corks. On
the South African domestic market, the use of plastic

corks is normally a signal of a lower quality wine.

After one year of supplying Tesco with Shiraz under

the Apostle Falls label they decided to discontinue the

label. Fortunately for this wine farmer, although the
bottles were filled and corked, they were not labelled.
At the same time, however, the wine was produced in
a way that was not consistent with the estate’s
winemaking traditions and it was produced using plastic

corks. As the farmer noted:

Now local agents have to sell that wine with plastic
corks, which is difficult. We were never paid for
the wine and now it is stuck in our warehouse. It
also has a different wooding than we would have
liked and it has this plastic cork. We use the lowest
filter necessary that allows us to give the wine
some body; they used excessive filtering and took
the guts out of the wine because that’s what they
think their customers like. We've also had to
discontinue farming that farm with the Shiraz.
We only had verbal contracts with IWS so we

had no legal case.

Price setting and promotional costs

Price setting for wine products is highly regulated by
multiple retailers. There is a set of well defined ‘price
points’ (e.g. £2.99, £4.99, £5.99) that reflect the
quality of the wine, but also the relative bargaining
power of the supplier. For instance, in a recent report
on the average prices of wine sold in the UK, Australia’s
average price per bottle was £4.35 as opposed to
£4.05 for the US and £3.86 for Chile. South Africa’s
average price per bottle is only £3.60 but has been
rising as the quality of wine supplied to the UK has
improved. Moving towards higher price points is the
goal of most suppliers as it indicates higher quality
and may also assist in brand building. Prices that are
above a certain level (around £2.99) also distinguish
the independent supplier’s brands from retailers’ own
brands, which are considered to be of a lower quality.
As the example above indicates, producers are also more

vulnerable when they bottle in ‘buyers’ own brand’.

In interviews with wine exporters we found that ‘pricing’
at the retail level is a very important aspect of buying
practices. It is, for instance, extremely difficult and costly
for producers to influence the price of wine sold on

the retailer shelves. This is especially true for new



brands or new suppliers. In most cases, our interviews
suggest that raising prices requires a ‘promotional
investment’ by the producers. These investments in

promotion are not insignificant:

With the retailers it is really difficult. Just for
them to take your wine from one level to another
you have to give them £100 000. That ‘bracket’
value can be as little as 50p. Tesco are like that
— we basically have to subsidise our wine for

them to sell it.

At the same time, when sales for a particular bottle of
wine are slow, retailers are very quick to discount the
wine to move it off the shelf. Discounting a wine from
one price point to another, which is a common practice
amongst retailers, can have a disastrous impact on the

reputation of a particular brand.? As one farmer noted:

£5.99 is an important price point. But they have
litile patience with it and if it doesn’t sell, they
will discount it. They will destroy your position in

the market.

This particular estate has decided not to sell to the
multiple retailers, despite the temptation associated
with large single orders of wine, which can have an

immediate and large impact on the business’s cash flow.

The key point about retailer pricing practices, for wine
in particular, is that they are determined independently
of production costs; in other words, the wine is valued
at the consumption end of the chain and not at the
production side. Farmers who deal with retailers are
given the retail price and their returns are determined
by deducting all of the various costs associated with
exporting, including importer commission, duty,
transport costs and so on. Whether this return is above
or below production costs depends in large measure

on the exchange rate at the time.

Smaller wine producers and mid-sized exporters can
position themselves outside of the multiple retailers
where there is more flexibility in pricing. The Oddbins
retail outlets and smaller importers, which often rely
on e-commerce and direct delivery for their sales, are
outlets where the pricing is less rigid. According to

one wine farmer, ‘they are also prepared to wait for
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consumer sentiment to develop for your brand’.
Customers who buy from Oddbins or smaller importers
expect better service and advice and are prepared
to pay according to a less rigid pricing formula. The
relationship between South African wine producers and
smaller European-based buyers is described in very
favourable terms, in sharp contrast to their relationships
with the buyers of the retail multiples. Producers
describe their relationship with smaller suppliers as
based on trust, and longer-term partnerships around
brand building. In addition, while prices for retailers
are normally set in Europe, the price of wine sold to
smaller importers and retail outlets is determined in
South Africa. In other words, unlike the situation with
multiple retailers, value is determined at the production
end of the chain. According to one farmer, this
difference in pricing strategy is making it increasingly
difficult for wine producers to supply multiple retailers
and smaller importers or speciality wine stores. These
smaller distributors find it very frustrating to find that
a large retailer has discounted the same year and
vintage wine they have on their shelves at a higher

(i.e. non-discounted) price.

A second difference in pricing outside of the retail
trade is that additional costs are not always passed
down to producers. One small estate producer
exporting to a Dutch company now deals with a locally-
based representative. Having a local employee
negotiate with suppliers adds about 3% to the cost of
the wine. However, as the wine maker told us, she does

not carry this cost:

In (continental) Europe the pricing works differently.
| tell them what my price is and they work out the
rest. In fact the Dutch buyer has a local person here
and it adds 3% to the cost of the wine. But | don’t
have to carry that cost. The Dutch are willing to

pay the extra 3% for the local buyer.

The difference in pricing between multiple retailers
and other outlets also depends on the popularity and
reputation of the brand. There are several very well
known wine producers who set prices domestically for
wine sold to Tesco. Prices for these wines are normally
higher than £15.99 a bottle and may reach £19.99 a
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bottle. However, the volume of wine sold at this
category is miniscule compared to the total of bottled
wine exported to the UK. Moreover, this particular
wine producer can only determine the price for the
highest quality wine he bottles; the remainder is sold
under a retailer’s own brand. Most wine sold to multiple
retailers is thus subject to pricing that is determined at

the site of consumption, rather than production.

The impact of retailer buying practices is felt directly
by smaller estates and companies that supply directly
to UK multiples. Wine grape farmers supplying to co-
operative wineries or to large exporters like Distell
are shielded by the direct impact of buying practices:
‘The extent to which buying practices affect me...l don’t
really know anything about that.” However, as shown
below, these practices do shape the overall economic
environment of wine producers, which in turn impacts

on the livelihoods of farm workers.

Quality and process requirements

The impact of buying practices in the deciduous fruit
sector are felt both directly and indirectly. Quality
requirements for retailers are increasingly stringent,
especially for the more traditional — and globally
oversupplied — varieties such as Granny Smith and
Golden Delicious. Multiple retailers are especially
demanding on the size of the fruit and are increasingly
reluctant to accept smaller fruit. Outward appearance
is also an important demand. For example, retailers
are now demanding apples and pears that are both
green and red. This requires additional investment and
changes in production practices on the farm. Traditional
varieties that are either green or red — like Granny
Smiths and Golden Delicious — must be free from
sunburn or, in the case of Golden Delicious, a blemish
called russeting.® Bruising and other more visible
blemishes are, of course, completely unacceptable to

retailers.

These demands for quality have a direct impact on
deciduous fruit farmers. Retailer requirements
associated with larger and blemish-free fruit has had
a significant impact on the volume of fruit farmers are

able to deliver to packhouses. As one farmer noted:

‘The regulations for fruit quality have become so
stringent that | am leaving 30-35% of the fruit in the
orchard.” Although this makes economic sense because
the farmer does not have to bear the costs of fruit
being rejected at the packhouse, it does affect his

overall income.

Meeting the size and external appearance of the fruit
is also difficult for farmers to control. While it is possible
to increase the size of apples through additional
thinning of the trees prior to flowering, farmers remain
vulnerable to environmental changes that can override
appropriate cultivation practices. The external
appearance of the fruit is also difficult to control:
although it is possible to spray chemicals to prevent
sunburn in Granny Smith apples, this is not always
effective. Russeting in Golden Delicious apples is also
very difficult to control. The problem facing farmers is
that they are not operating in a ‘factory environment’
and despite their efforts the fruit remains vulnerable
to the vagaries of the environment. The problem
deciduous fruit growers face in meeting the quality
criteria laid down by retailers represents a second
disjuncture in the way fruit is valued. For multiple
retailers the quality of fruit is determined outside the
environmental constraints faced by producers in
deciduous fruit-producing regions like Grabouw. In the
same way that wine prices are determined
independently of production costs, the quality of
deciduous fruit is detached from the environmental

conditions in which fruit is produced.

While growers experience the effects of buying
practices through demands for high quality fruit,
packhouses are subject to demands associated with
fruit presentation and packaging as well as a range
of formal codes of conduct. These new demands and
the pressures they have placed on former co-operative
packhouses must be seen in the context of the legacy
of the single-channel export system. Packing fruit during
the period when Unifruco controlled all fruit exports
was relatively straightforward. The quality criteria
were not quite as high as they are now and all of the

fruit was packed into fairly standard boxes with the



‘Cape’ label. All of the fruit was pooled and it was
thus not necessary to separate or identify fruit
delivered by individual growers. The economic
efficiency of these packhouses was based on sorting
and packing as much fruit as possible in the quickest
time possible. Much of the packhouse infrastructure
was designed around packing a relatively uniform
product into standard boxes. The challenge that has
faced packhouses in adapting to a post-single channel
environment has been considerable.* Quality is now
much more important and retailers are requesting a
range of different packaging options. Retailers are
also demanding adherence to protocols and codes of
conduct that has made it extremely difficult for
packhouses to meet these demands without investing
heavily in new infrastructure. The change has also
required a change in management culture, from one
focused on co-operative packing to one that is more a
response to ‘market forces’. This period of
transformation has been difficult for some packhouses,
which are now in an extremely vulnerable financial

position.

The most difficult challenges that packhouses have are
associated with traceability and retailer demands for
different packaging options. The demand for
traceability for fruit destined to the UK has been a
requirement since the passing of the United Kingdom
Food Safety Act in 1990. This piece of legislation
requires that retailers exercise ‘due diligence’ in their
sourcing practices, which in practice means they are
able to trace the product back to the farm. Retailers
also require new packaging options, including
‘bagging at source’, and other innovations in fruit
presentation. Packhouse managers do not regard the
requirements for traceability and the additional work
involved in packaging as problems in and of
themselves, even though they do slow the ‘line’ and
this affects the economic efficiency of the operation.
Most agree on the need for traceability and
understand the economic logic of bagging fruit in South
Africa. Instead, it is what follows these requests that

packers find problematic.
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Placing the fruit in 1.5kg bags in South Africa
represents a cost saving because it is cheaper to use
South African labour in the packhouse than to bag
apples or pears in the UK where labour costs are
higher. The savings that accrue through this innovation
are not, however, captured at source, i.e. in South
Africa, nor do the retailer and the packhouse share
them. Retailers demand that all savings in the chain
are passed up to them to improve their own profit
margins. Indeed, packhouses must declare all their costs
in the chain, from packaging to final delivery in the
UK, which are then scrutinised by retailer buyers for
possible cost savings. According to one packhouse
manager: ‘They look at the cost chain — we have to
declare all our costs in the chain. And then they say,
“we don’t need this cost” and it is cut.” Any discussion
of the retailer’s margin is, however, taboo: ‘They have
a responsibility to their shareholders. If you mention
their margins you run the risk of losing your toehold

with them.

A second problem is that packaging material used for
new methods of presenting the fruit is frequently
sourced from the retailers themselves, or one of their
subsidiaries. As one grower described: ‘They will tell
you they want to receive the products in their
specifications using their products. So you will need to
source from them. You rent the product from them and
that becomes another profit centre to them.” Finally,
packaging specifications and even fruit volumes are
changed at very short notice. Meeting the changing
demands for packaging and fruit volumes is very
difficult given seasonal differences and also the length

of time it takes for fruit to reach the UK:

The worst thing for us is the additional
requirements retailers give us. Now they want the
fruit packed in a plastic tray and that becomes
expensive. They also chop and change their minds
constantly. It takes us a month for us to get the
fruit there, but it takes them two minutes to change
their minds. Then they tell us there is no market
for Galas and that we need to change our supply:
“Galas aren’t really selling”. And then the only

thing we can do is dump it somewhere else. The
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codes of conduct don’t cost us half as much as
these things do. That is why we pool our income.
If there is a problem with that market we need to

protect the grower.

As was the case in the wine export chain, it is difficult
to quantify the impact of buying practices on
packhouses or on growers. Yet it clearly has a
significant impact on both growers and packhouses,
who consider that buying practices cost them more than
the various public and private codes of conduct. A
larger problem that is created by buying practices is
that it creates deep insecurity within the farming sector.
In a situation where global markets are regularly
oversupplied, and where retailer programmes are
constantly being changed, both growers and packers
are in an extremely insecure situation. This insecurity,
we will argue later, has a direct impact on farmer’s

labour hiring strategies.

Codes of conduct

A very wide range of both private and public codes
of conduct increasingly regulates global food supply
chains. These codes cover an array of issues and
concerns including food quality and safety, worker
safety, environmental responsibility, good agricultural
practices, supplier relationships and worker welfare.
Private codes, such as those in place for major retailers
like Tesco and Sainsbury’s, have been implemented
partly as a result of public pressure around food safety
and food quality, and social considerations associated
with impact of sourcing strategies. The supply practices
of major retailers have also come under the scrutiny of
the UK’s Department of Trade and Industry (DTI) and as
a consequence most now have explicit codes that regulate
their supply and sourcing practices. Most retailers are
also members of the Ethical Trading Initiative (ETI) and

stock products under the Fair Trade label.

Retailers like Tesco and Sainsbury’s have codes of
conduct that relate specifically to their relationships
with suppliers. The largest UK retailers have been under
considerable pressure to improve their sourcing

practices either from NGOs or from their domestic

supply base. In 2001 the UK’s DTl established a code
of conduct to regulate the trade between retailers
and their suppliers. Most of the large UK retailers
support the DTI's code, but also have their own code
of practice. Sainsbury’s and Tesco have been very
active in publicising their individual codes associated
with local and distant suppliers. Both retailers highlight
the importance of dealing fairly with suppliers, which
was the initial motivation behind the DTl establishing a
code of conduct. Of interest to this report, the codes
of conduct also cover the employees of their suppliers.
In its discussion of supply chain relationships, Tesco starts
by saying that the ‘welfare and safety of the
employees of our suppliers is important’. Similarly,
Sainsbury’s ‘believes that its customers want excellent
quality and value for money, but not at the expense
of people working in developing countries who may
be working in unsafe conditions and for poor wages’.
The codes for workers are based on the ILO’s

conventions.

Sainsbury’s code of conduct for suppliers is clearly
spelt out in its Socially Responsible Sourcing policy.
Here the organisation commits itself to a wide and
specific range of requirements including
accommodation, working conditions, health and safety,
freedom of association and remuneration. While Tesco
does not provide such detail in its codes, the
organisation has also highlighted it commitment to
fairer trading through a ‘buying with your eyes open’
training course for its buyers (Tesco 2002: Tesco
Corporate Responsibility Review 2001/2002, Tesco
website). Tesco also trained its technical managers in

SA8000 ethical auditing and the ETI.

While Tesco and Sainsbury’s commit themselves to the
welfare of workers, both organisations warn that their
‘distance’ from the farm prevents them from
guaranteeing that all suppliers adhere to the codes.
For instance, Tesco explains that it ‘does not buy directly
from any primary producer’: its relationship is with
suppliers who deliver a ‘finished product’ or with the

suppliers of large branded goods such as Heinz, Nestle



and Coca Cola. Moreover, although Tesco’s relationship
with its own suppliers is covered by the DTl code of
conduct, ‘supply chains are often extensive and
complex, involving many different stages, processes
and companies’. In other words, it is not always possible
to monitor conditions at each stage of the chain.
Sainsbury’s is similarly reluctant to guarantee that all
its products are fairly traded and notes that its socially
responsible sourcing ‘focuses on looking at the welfare
and labour conditions of workers within the supply

chain of own brand products’.

Beyond individual private sector code, there is a range
of other codes implemented by consortia of private
interests. Examples include the BRC and EurepGap,
both of which regulate supply chains for groups of
retailer members. EurepGap is significant in that it lays
down good agricultural practices for suppliers to UK
and European retailers and must be in place by the
end of 2003. Growers and packers who do not meet
the EurepGap standards will not be allowed to supply
member retailers. This section of the paper describes
the responses from growers and packers/bottlers to
questions we posed on the impact of codes of conduct

on their operation.

Primary production

There are significant differences between wine and
deciduous fruit farms in terms of codes of conduct.
Arguably the fastest growing ‘auditing’ initiative is
EurepGap, but it only applies to fresh fruit and flowers.
Wine producers are therefore not under pressure to
meet the demands for good agricultural practices laid
down in this code. In fact, wine grape producers were,
with few exceptions, unaware of any codes of conduct,
including UK retailer codes associated with
environmental, social or ethical issues. Most growers
felt little pressure from UK sourcing codes and argued
instead that improving labour conditions was something
they did independently: ‘Tesco never asked us what
we pay our labour or what our cottages look like.
That is up to our own conscience in terms of how we
treat our labour. Instead, wine grape growers felt

pressure from domestic land and labour legislation:
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‘The labour issues are not imposed from the outside.
They are imposed by the South African authorities.
For us it is a domestic issue.’ Even estate wine producers,
who often have direct contact with retailer buyers, said
that labour issues ‘never came up with them’. When
pressed on the issue of codes of conduct, wine grape
growers mentioned the local initiative called Integrated
Production of Wines (IPW). This is a domestically
formulated code focused on environmentally
sustainable wine production to ensure that ‘South
African wines are healthy, clean and environmentally
friendly’. The code covers every stage of wine
production, from soil preparation through to the cellar
and bottling plant. Even though the IPW has been
written into law, at this stage the regulations are not
enforced and auditing is self-regulated. In the future,
however, the designers of IPW envisage the codes as
tool for market access. A second code mentioned by
several wine estates and wine exporters was the ETI,
which started in 1998 and was piloted in South Africa
with six wine farms shortly thereafter. One of the
outcomes of the pilot process has been the
establishment of an Ethical Trade Association and a
set of clearly defined codes of practice. As is the case
with private retailer codes, the IPW covers a wide
range of employment issues ranging from child labour,
worker safety, freedom of association, wages, and

housing and tenure security.

Our interviews with wine grape farmers suggested
that there was debate within the industry on the use of
ethical trading labels on wine bottles. Although several
important initiatives exist in South Africa where wine
is marketed based on its ‘empowerment credentials’,
some wine farmers expressed their ambiguity about
using this as a marketing tool. Examples of wine sold
under a label that indicates a social commitment
through a joint equity venture or some other form of
empowerment include Capespan’s Thandi brand and
Sonop’s Winds of Change, both of which are produced
on farms where there is significant farm worker
ownership or profit sharing. Tesco stocks both red and
white wine bottled under both these labels. However,

several wine producers and exporters have avoided
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or discontinued using a commitment to social upliftment
as a way of marketing their wine. The argument from
several growers was consistent: meeting basic labour
and ethical standards should be a requirement for
any exporter, but it should not be used as a marketing
tool. Instead, they argue, South African wine should
be sold on the basis of its inherent quality. This
argument may be strengthening within the South
African wine industry. A recent survey by Wosa
amongst wine consumers in Britain found that people
below the age of 45 ‘don’t want to be burdened with
the politics of South Africa when they buy the country’s
wine’ (cited in Cape Times, 25 February 2003). As
significant was the statement by the recently retired
wine director for Sainsbury’s who urged South African
wine producers to ‘work collectively to strengthen Brand
South Africa, to highlight the country’s alluring qualities,
to abandon what he describes as “ethno-bongo”
positioning and labelling, and to play on what sets
South Africa apart’ (Distell News Service, 3 June 2003).

Our research in the wine chain suggests that UK retailer
codes of conduct relating to good agricultural
practices, environmental sustainability and social
considerations play a very limited role on wine farms
in Stellenbosch. As noted earlier, most wine grape
farmers were unaware that these codes even existed
and instead directed us to the local IPW initiative. This
is not to suggest that wine grape farmers consider the
basis of these codes to be irrelevant to their business;
they are simply not enforced or regulated by retailers.
At the same time the wine industry is aware of the
potential impact of ‘bad press’ relating to the industry’s
labour practices. An example of this was a recent
report by the journalist Jeff Glasser writing for the US
publication US News, which suggested the continved
use of the ‘dop’ system on wine farms in South Africa.
Glasser also reported a farmer referring to his workers
as dogs and female workers as sub-human. A summary
of the report noted that while this practice may be
known to South Africans, ‘it leaves a bitter taste in the
mouth of a newly converted drinker of SA wine sitting

in London or New York’.

Wine producers are thus not obliged to meet specific
codes in terms of labour practices, but they are
vulnerable to adverse press coverage that reveals poor
working conditions or the use of outdated and illegal
practices like the dop system. The Winery, for instance,
has told growers that if they use the dop system they
will refuse to buy their grapes. As one representative
of the company argued: ‘We just told our suppliers
that we wouldn’t take their wine if they had the dop
system. It’s not something that UK retailers have asked
us to do. It’s just that if you don't look after your labour,
we won't buy the grapes. There are no specific codes.’
While organisations like The Winery are strict on highly
publicised practices like the dop system, they are less
likely to enforce broader labour conditions: ‘For
producers, (labour) is their responsibility. We know if
there’s a problem, but it is not our responsibility. But
our producers are hand picked and they know how
important it is (to have fair and legal labour practices).’
In other words, they have selected growers who know
that it is important to have fair labour practices, but
these are not audited or enforced: ‘Some of the
farmers have schools, créches and rugby fields. But
we can’t tell the guy who isn't paying the minimum

wage to pay up.’

The nature of the pressure wine grape farmers are
under to improve conditions for workers was succinctly

summarised by this estate farmer:

We are under pressure on labour, but it's not
structured. It comes from wine writers who spend
a week here and then report on poor labour
practices. It’s not an audited system. We aren’t
under that kind of pressure on wine farms. The
problem with the articles is that they damn the
good with the bad.

In other words, labour codes from retailers do not exist,
but there is ‘unstructured’ pressure from overseas
markets to avoid the worst labour practices including
the dop system and child labour. Exposure of these
practices could lead to very damaging negative
publicity for the South African wine industry and

specific wine exporters. Beyond this potentially



disastrous publicity there is very little pressure to
improve conditions, which are regarded as the farmers’

responsibility.

The situation regarding codes for deciduous fruit
producers is different. All South African fruit farmers
involved in exporting their fruit to European retailers
must be EurepGap accredited by the end of 2003.
Failure to meet the EurepGap protocols will restrict
them from supplying retailers in both the UK and in
continental Europe. The EurepGap protocol is about
‘good agricultural practices’ that will improve the
environmental sustainability of farming and the quality
and safety of the food produced. The specific
requirements for farmers include accurate record
keeping, safe storage of chemicals, pollution
management and safe working conditions. Although
the protocol focuses on the environmental impact of
farming, there is a section that deals with worker health,
safety and welfare. Much of this section focuses on
worker hygiene, pesticide handling and training so that
food produced is safe and workers are not harmed.
The ‘welfare’ component of this section is small: here
the protocol requires that farmers abide by domestic
labour legislation, and that on-site housing is ‘habitable’
and has ‘basic services and facilities’. What is
considered to be ‘habitable’ or ‘basic’ is not defined

in the protocol.

Most of the deciduous fruit farmers we talked to were
already EurepGap accredited or they were in the
process of meeting the protocol. Many farmers
considered the protocol to be both onerous and costly,
but they also recognised the importance of following
good agricultural practices. Several suggested that
meeting the EurepGap codes had improved the
‘business culture’ of the farm. Farmers were also aware
of the problems they would face in market access if
the farm did not meet the EurepGap standard. The
emphasis on environmental sustainability and food
safety in EurepGap —through efficient record keeping,
safe handling of dangerous equipment and chemicals,
and by maintaining worker hygiene — corresponds

closely to farmers’ experiences of the protocol. Most
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farmers said that the protocols focused on technical
and food safety aspects of farming, as opposed to
any welfare considerations. This finding is hardly
surprising given the protocols for ‘welfare’, which
essentially require farmers to abide by local labour
legislation. Of greater significance is that farmers said
that all codes, including retailer codes, were largely
technical and focused on environmental and food

safety considerations:

In terms of codes, one has EurepGap and it has
an ethical section. But usually it’s the technical
side of production: food hygiene and safety.
When UK buyers come they want to know how
the crop is progressing. Is it going to be a big
crop? What does the fruit look like this year? In
terms of their own programme, how does the crop
fit2 They don’t really get involved in terms of the
ethical treatment of workers. They aren’t asking

us about whether we pay a fair wage.

In other words, even though EurepGap and retailer
codes of conduct are quite explicit in terms of worker
welfare, labour conditions are rarely discussed and
the focus is on the ‘technical side’ of production. There
are at least three reasons why the codes being passed
down the chain are associated with the environment
and food safety as opposed to worker welfare. First,
at least in the case of EurepGap, the welfare codes
are weak. As noted earlier, meeting this particular
code involves conforming to local labour legislation.
In addition, however, welfare codes in EurepGap are
‘minor musts’, which require 95% compliance. Most
other codes are categorised as ‘major musts’, which
when not met, involve the withdrawal of EurepGap
certification. A second reason is that the retailer codes,
at least in the case of Sainsbury’s and Tesco discussed
above, are applicable to their suppliers and their own
branded products, but not the products produced under
other brands or those sourced in ‘complex chains’. It
seems that retailers are unable (unwilling?) to monitor
code compliance for other branded products and
distant suppliers. Finally, while suppliers of retailers
appear willing to demand environmental and food

safety requirements, they are reluctant to impose
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labour standards on their suppliers, except when they
may be damaging to the reputation of the retailer, as
in the case of child labour. Indeed, according to one
exporter, codes, by their very nature, were criteria
that could be measured and assessed objectively.
Welfare considerations, in contrast, were beyond
measurement and therefore outside the scope of a

code of conduct:

There is a big difference between food safety
issues and the ethics of sourcing. With food safety
you are talking about a series of measurables,
but with ethical sourcing you are taking it slightly
further (into the arena of non-measurables). It's

something you can’t measure.

Secondary production: Packing and bottling

In deciduous fruit packhouses the impact of codes of
conduct is less uneven than it is in primary production.
All of the packhouses and all of larger wine producers
had HACCP accreditation, which is a preventive
approach to food safety that addresses biological,
chemical and physical hazards through anticipation
and prevention, rather than through end-product
inspection and testing. The advantage of HACCP for
retailers is that it focuses on ensuring food quality and
safety by controlling critical points in the production
process, thereby reducing the need for final inspection.
In the context of food safety requirements, HACCP
has become the global standard for packhouses and
wineries as it falls under the Codex Alimentarus
Commission of the WTO. Several wineries have also
become accredited with the ISO 9000 series of
standards. The Winery, for instance, was recently
accredited for ISO 9002. The company considers this
accreditation to give it a ‘competitive advantage, with

perceived higher wine quality levels’.

HACCP and ISO are very similar to the EurepGap
regulations in that they focus on food safety and
environmental sustainability. The welfare component
of these codes is limited to meeting basic labour
legislation. As was the case with primary production,

processors are under pressure to meet these safety

standards without necessarily changing labour

practices.

As the following quote suggests, deciduous fruit packing
companies are heavily involved in ensuring that the

standards have been met:

We have a technical department and he will see
that farms are meeting these standards. We are
more actively involved than before in terms of
checking spray records and in terms of doing
residue tests on fruit. We need to make sure they
aren’t using banned substances. We also want to
see traceability to orchard level — what is it that's

been into the fruit.

And unlike labour standards, packers and bottlers will
not hesitate to punish growers who do not follow the
codes: ‘In terms of meeting the criteria, we tell them
“you meet them or you will go to another market”.
Another market in this case means a less lucrative

wholesale market where returns will be much lower.

Our research on the deciduous fruit and wine chains
allows us to make several general points about codes of
conduct. First, the codes are largely technical by design
and focus specifically on environmental sustainability
and, perhaps more importantly, food safety. In the
fields, EurepGap is the code that farmers in the deciduous
fruit sector are implementing for food safety and
environmental sustainability. In the processing plants —
packhouses and bottling plants — the codes also relate
to health and food safety and environmental
responsibility. HACCP and ISO 9000 were two codes
that are being implemented in both deciduous fruit
packhouses and in bottling plants. None of these codes
provides a strong welfare component; when workers
are mentioned it is often in the context of hygiene or
safety. Although wine grape farmers are not affected
by international codes like EurepGap, the domestic IPW
code is very similar to EurepGap in that the focus is on
environmental sustainability and food safety. The retailer
codes associated with sourcing practices discussed above
were, with a few exceptions, not in evidence. Contact
with retailers on production protocols is also technical
and associated with food safety. Even Nature’s Choice is

interpreted as a technical requirement:



Tesco has Nature’s Choice. There they demand
social responsibility on the farm. They are looking
for better farmers who have more responsibility.
But it doesn’t relate to wages, it is about proper
spraying records and getting better people to
pick fruit. It's technical and related to the farm.
If it’s not right, we won't pack the fruit. It means
having hand-washing facilities, chairs and tables,

it is about having a clean packhouse.

A second finding is that while agents in both commodity
chains are willing to enforce standards associated with
food safety, they are reluctant to demand that their
suppliers conform to labour standards, except in the
most extreme cases where exposure could lead to
extremely damaging press statements. Wine producers
will, for instance, require that their suppliers refrain
from the dop system and the use of child labour, but
whether they abide by the minimum wage laws is not
their responsibility. The same is true in the deciduous
fruit sector: farmers who do not conform to specified
spraying programmes will find their fruit being sent to
less demanding but less lucrative markets, but whether
they allow their workers the right to freedom of

association is not an issue.

A third finding is that retailer supply codes associated

with worker welfare are not passed down the chain.
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Here it is important to note that some UK retailers —
Tesco and Sainsbury’s — have argued that it is difficult
to monitor the working conditions of all their suppliers.
The UK’s DTl code of practice regulates the relationship
between the four major retailers and their immediate
suppliers, not any of the other agents involved in the
chain towards primary production. Moreover, retailers
note that it is not possible for them to monitor or

regulate the conditions of ‘branded products’.

Finally we would like to speculate on the potential of
codes of conduct in the South African context. As noted
earlier, most codes rely on an international ILO
standard or on domestic labour legislation. In the South
African context, labour legislation is very progressive
and includes freedom of association, basic conditions
and, most recently, minimum wages. There are farmers
who clearly to do not meet these laws and the codes
thus have the potential to enforce domestic legislation,
which is important in the South African context given

the weak capacity for enforcement.

However, South Africa’s labour laws as they apply to
farm workers face the problem of attempting to
regulate a highly dynamic and changing labour
market. The next section explores the complexity of
changes in the farm labour market in the context of

both codes of conduct and retailer buying practices.

Work restructuring in deciduous fruit and wine value chains

Field research conducted for this report confirms the general trends highlighted in the literature review on

labour reorganisation. The permanent workforce is declining, there is a shift to casvalisation and

externalisation, there is a resultant decline in labour costs as a percentage of overall costs for producers,

and there is a shift to an off-farm workforce.

The farm labour market for both wine and deciduous
fruit is being restructured in significant ways. It is
possible to identify three drivers of this process. First,
labour is the largest production cost for both wine and
deciduous fruit farmers. In addition, this is the only

cost that farmers are able to control: transport costs,

tariffs, exchange rate fluctuations and input costs are
beyond the farmer’s control. Second, despite the fact
that wine producers have fared better in the last
decade, this has not necessarily translated into better
working conditions or significantly higher wages for

farm workers. Wine grape farmers are wary of an
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impending downturn in the global wine industry as a
consequence of huge plantings in Chile and Australia.
The insecurity of global markets thus affects both
sectors. Third, domestic labour and land laws do not
distinguish between wine and deciduous fruit; recent
land and labour legislation is without question playing
an important role in the shaping the hiring practices
of wine and fruit farmers. These three drivers of
change do not, however, operate independently and
it is difficult to isolate the impact of any one of these
changes on the farm labour market. Instead, they need
to be seen as operating in concert in how they reshape

farm labour.

Deciduous fruit and wine grape farmers in our sample
were, with only one exception, hiring the same or fewer
numbers of workers. The one exception was a wine
producer who had upgraded the farm by building a
cellar. The additional work involved in wine making,
as opposed to wine grape farming, required her to

expand the labour force significantly:

Bottling our own wine involved huge investment
in terms of better machines and we also extended
the cellar. The whole process involved hiring more
people and more women. Before the investment
we had around 15 people on the farm, but now

we are up to 50.

This farmer represented an exception for both
deciduous fruit and wine farmers we interviewed, most
of whom have either maintained a stable force or have
shed labour. The largest decreases have occurred in
deciduous fruit where farmers have decreased the
amount of land under trees through sale or by
uprooting trees. One farmer who reduced his land
under apples and pears from 60 to 40 hectares now
hires half the permanent labour force he did before.
Another farmer who has shifted to wine grapes has
also reduced the number of permanent working
households dramatically: ‘Four years ago we had 150
households on the farm. We reduced the land under
deciduous fruit and now we are down to 70
households.” Seasonal and temporary workers are
also affected in that the season for fruit picking and

pruning has shortened: ‘Pulling up the fruit has also

meant that the picking season has been shortened. So
| used to pick way past Easter, but now | am planning
to finish today (10 April).” The decline in the work
period for seasonal labour has a significant impact on
the income of workers who may use these earnings for

the entire year.

On farms where there has not been such drastic
restructuring, the number of workers has still declined,
although less dramatically. The intensification of the
production process and the shift to less labour-intensive
agricultural practices has played a role in small

reductions in the labour force on some farms:

I've tried to restructure my labour force, but it
(fruit farming) is relatively labour intensive. But
the changes have not been radical. | have smaller
trees that are easier to handle and I've also
changed my practice, like pruning in summer,
which is faster, quicker and easier. We are
probably about one worker per hectare, and | think
that'’s the critical rate, but we can probably get to

0.8 of a worker per hectare. | think that's possible.

In other cases labour shedding has occurred as part
of a process of ‘natural attrition’ of the workforce.
When workers on farms leave, retire or are dismissed
they are often not replaced with new workers. Instead,
work for those remaining is restructured and intensified

to increase labour productivity.

The decline in the number of permanently employed
workers is related in complex ways to costs in the supply
chain, global markets, and domestic labour legislation.
As noted earlier, labour is virtually the only cost of
production over which farmers can exercise some
control. At the same, the costs they cannot control have
increased dramatically, due primarily to the decline
in the value of the Rand. The depreciation of the local
currency has affected the costs of shipping and the
cost of packaging, which although produced
domestically, is now priced in dollar terms at export
parity. Production costs associated with fertilisers and
pesticides have also risen dramatically due to the

exchange rate, but also because of buyer demands



for environmentally friendly, but more expensive
chemicals: ‘Because of health scares some of the
chemicals have been de-listed. The alternatives are a
lot more expensive. This isn’t to say that we were using
DDT, it's just that certain less expensive chemicals have
been deregistered.” Although it is difficult to draw
generalisations from one case, this particular farmer
had decreased the ratio of chemicals and labour costs
from 31:69 (chemical-labour) in 1997 to 39:60 in
2003. For this farmer labour costs as a percentage of

production costs have declined sharply.

A decline or stagnation in the number of permanently
employed workers has occurred at the same time as
two other very important changes. First, many farmers
are replacing permanent workers with temporary
workers who are hired for specified periods of time,
and second, most farmers are now hiring permanent
workers who live off the farm. The replacement of
permanent by temporary workers is a strategy aimed
at increasing the flexibility of labour in the context of
difficult global markets and the perceived problems
associated with dismissing workers due to labour
legislation. As these quotes suggest, the two factors —
one global and one local = work in tandem: ‘I must be
able to absorb bad time. | must build reserves to
weather the dip in markets. But | can’t just switch labour
on and off and | won't hire if | can’t fire’, and ‘I don't
employ new workers. | make use of temporary labour.
If it was easier to hire and fire then maybe it would
be different.” Contractors or a farm foreman are
usually involved in contacting and hiring temporary
workers. In our sample, however, most farmers used a
farm foreman rather than a contractor. According to
one farmer the use of a foreman is preferred because
contractors are becoming increasingly regulated by
the state, and the costs associated with meeting these
regulations is making formal contractors too expensive.
The use of informal contractors — ‘a coloured guy with
a bakkie’ —is not advisable as farmers are responsible
if the contractor breaks the law. One farmer told us
that, ‘At a labour law seminar, the consensus was that

it was easier to get someone on the farm to do it.
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Farmers in our sample hire temporary workers for fixed
periods of time, with and without formal contracts. The
length and frequency of the hiring period, at least for
one farmer, was used to prevent expectations of a
permanent position: “‘We employ people as we need
them. But you need to break their expectations of
having a permanent position, so you hire for 2—3 weeks
and then you let them off for a few weeks, and then

you hire them again.’

The second process, which has involved the shift of
permanently employed workers off white-owned
farms, appears to be a more straightforward response
to the Extension of Security of Tenure Act (ESTA). One
of the challenges facing the post-apartheid
government after 1994 was to address tenure
insecurity. Tenure insecurity was a problem affecting
both urban and rural people throughout South Africa.
In former white farming areas, farm workers and
labour tenants were especially vulnerable to eviction
and the state responded by passing the Labour Tenants
Act and ESTA. ESTA protects farm workers who have
been living and working on a farm for more than ten
years and who are over 60 years of age. Farm workers
in this category are protected from summary eviction
and have the right to remain on the farm. While there
was considerable variation in hiring practices between
and within the wine and deciduous fruit sectors
according to the farmers we talked to, all our
respondents were shifting to an off-farm workforce.
On farms where there has not been a significant
restructuring of the labour force, farm workers are
being shifted off slowly and through a process of

attrition:

The labour structure on this farm hasn’t changed.
We used to have 120 people on the farm and
now we are down to 89...The change is due to
people dying or leaving the farm. If they leave
work (i.e. dismissed/resign) they can’t stay on
the farm. Another reason is that if people go we

don’t replace them with another “on-farm” person

This farmer’s response was typical of a group of

farmers who were slowly decreasing the number of
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permanent employees by not recruiting new workers
to live on the farm. These farmers frequently had farm
workers who qualified for ESTA and who were now

living ‘as retirees’ on the farm:

I am sitting with three or four pensioners. | can’t
charge them a rental. | won’t move people off
but | won’t build new houses. If someone resigns
then the children of some other family can move
into the house. Where are they going to go
otherwise? We are whittling down the number

of people on the farm.

Several other farmers in our sample were more active
in their efforts to establish an off-farm workforce. This
group of employers used ‘off-farm allowances’ and a
set of other incentives to encourage farm workers to
leave the land and establish their own houses in nearby
townships. In some cases the farm owner will assist in
building a house through a loan or a direct grant and
they may also assist in paying services for a short
period of time. In other cases, farmers will assist by
transporting workers from the township to the farm
and back again on a daily basis. While many used a
‘carrot’ as an incentive, others used the ‘stick’ to try
and get people off their land: ‘Now if the windows
break, we don’t fix them. If the roof leaks, we don’t
fix it. We are doing everything we can to encourage

them to leave the farm.

Farmers cited crime and other problems apparently

associated with having a ‘retirement village’ on the

farm as reasons for moving people into nearby
townships. A more plausible argument is that farmers
consider ESTA to be a violation of their private

property rights. As one farmer said,

The rights to land have been taken away. She
can live there and in effect we've lost the house.
Its like Zimbabwe except they only take the

workers’ houses. That's what grates the farmers.

We would like to suggest — very tentatively — that
there might be a gender component to the restructuring
of the farm labour market. Although the evidence we
collected on this was not conclusive, there were several
farmers who reported a decline in the number of
women in temporary positions. One of the reasons for
this change is labour legislation that requires that men
and women in the same position be paid the same
wage. This wage rate is now regulated and there is a
stipulated minimum wage for farm workers. Apart from
in the packhouse where women continue to dominate,
several farmers argued that given the same wage rate
for men and women, they would prefer men to work in
the fields. In other cases it appears that contractors or
farm foremen, who are often involved in selecting
workers, are hiring more men than women. While this
is a very tentative finding, if it does represent a
broader change in the labour market it would signal
a very important development in the farm labour
market, showing that while seasonal and temporary
work remains feminised, this relationship may be

dissolving in some circumstances.
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Voices from the vineyards: Women workers speak

Women workers on deciduous fruit and wine farms continue to experience the ‘triple oppression’ of

precarious jobs, racism and paternalism. In spite of this, many are managing to maintain households and

to speak out about the conditions they face. Work intensification and lack of full-time employment are

taking their toll on family relationships. Low wages, lack of transport for a variety of purposes, and

discrimination (gender, race and employment status) were highlighted as the major current problems

facing women on farms.

As suggested in the section on the context of chronic
poverty and structural unemployment, seasonal farm
work is one scarce source of income for poor
households. Interviews and focus groups conducted for
this project revealed that women engaged in seasonal
or casual work on farms often supported extended
households. The example of JK is instructive. She is a
seasonal worker on a fruit farm in Elgin. She lives in a
section of the township bought by the farm for workers
to stay in. Her husband lives in another province and
does not send money to support their one child. At the
same time, her brother and his two small children are
staying with her, and so is her sister-in-law’s 10-year
old child who is not attending school. She provides
them with financial support and cares for them when
they are sick. When her own children are sick, she
takes unpaid leave to look after them herself, even
though she knows she will not be employed for three
months of the year. She earns R840 a month with an
additional R560 /month for the household coming from
social grants and other sources. On R1 400/month

she must look after a household of six people.

Although extended family networks allow households
to send dependants (especially children) elsewhere in
times of particular difficulty, this has emotional

consequences for workers. Says one worker:

My fourth child is now staying with me in Cape
Town and the other children are at home. There is
no one helping me with these children and | have
to send money home. | am the one who brings
the money into the house. The father of my child
is not working. | work as a casual on a farm, and
earn R180 a week. | work from 9 to 5...As a

casual, | do not get a bonus, or money holiday

or notice pay. | am looking for a place to stay so
that | can collect all my children to stay with me —

to be a mother with my chickens under my wings.

In most cases where women workers have children of
school-going age, the children are at school or créche
during working hours. In some cases, mainly where
children are still very young, another member of the
family or household looks after them during working
hours. In almost all cases women workers (or the
partners of men workers) looked after sick children
themselves. This included taking unpaid leave to look
after children. One worker said: ‘Seasonal workers
do not get family responsibility leave, only the
permanent workers do. The seasonal workers must

apply for [ordinary] leave.’

At work, restructuring of the employment relation is
blurring the line between seasonal and permanent
work. Some permanent workers only work (and get
paid for) six months in a year. One worker says: ‘We
are permanent when it suits management. We don’t
work for 12 months a year. For two months we are at
home. We all simply wait until the following season
begins again.’ On the other hand, some seasonal
workers are employed for up to 11 months in the year,
and must then be contracted anew the next year.
Unsurprisingly, seasonal workers also confront insecure
employment. One worker says: ‘It's not always that
seasonal workers have work. | signed a three-month
contract. But | don’t know if | will have work after those

three months.” Another woman said:

Last year we (the seasonal workers) had to stay
at home. We didn’t have any income. It was only

my husband’s income and he is also a seasonal
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worker on another farm. | also didn’t look for

other work. I just sat at home.

Access to housing remains a big concern for woman
seasonal workers in particular. A newly recruited
seasonal worker, who is single and lives with her
pensioned mother and two children on the farm, did
not foresee herself working on the farm in five years
time, saying ‘It was said to me, a month after my
mother’s death | must leave the farm.” Not being a
permanent worker, she has no claim over the house.
The relationship between housing and employment
remains strong. When asked if they saw themselves
still working on the farms in five years time, a number
of workers responded that they were looking for
housing elsewhere. They said they would no longer
work on the farm if they managed to secure housing
elsewhere. This suggests that farm work is often a route
to housing (especially if your family has been working
and living on the farm), and it is this even more than
the work itself that is seen to be valuable in the

package.

Most workers have written contracts with the farmer
or a manager, although a significant minority did not
have any form of contract (written or verbal). For those
who had written contracts, more than half the
respondents said they did not get a copy of the
contract. In quite a few cases, workers were just given
the contract to sign and then it was taken away without
them having an opportunity to negotiate. This suggests
that contracts are often more a legal formality than a

truly mutual agreement. Says a worker:

As a person working in a packhouse, you don’t
get a real chance to read your contract. When
you get the contract in the morning, you must
sign it and give it back. Lots of the people also
do not understand what is in the contract. But

they must also just sign it.

Work hours varied from 27 to 65 hours a week.
According to one worker interviewed by WFP (2002)
at another time: ‘I must say farm work is not easy work.
From early until late — from half past six to half past

five in the evening. And this is not working in the shade

— in the sun, wind and rain. On rainy days we work
under a roof, but work we must. If there isn’t work you
must just sit there for nine hours.” About half the workers
also reported working overtime. In nearly all instances
they indicated it was voluntary, although a few said
overtime was compulsory. A number of women said
they were often asked to work during their lunch break
at short notice. In most instances, management informed
workers of overtime in advance, although only in a
few cases was this a day or more in advance. A number
of respondents indicated that management informed
them of overtime just before they were about to finish
work for the day: ‘When it's time to leave, you are just

informed that you must work overtime.’

Working overtime inevitably causes some disturbance
at home, although it is partially balanced by the

benefits of extra pay:

To work overtime makes things uneasy at home
because my husband must fetch the children, make
food, wash the children and help them with their
schoolwork. We get short notice if | must work
overtime...Other times the farmer asks that | work
during meal times. It makes things at home a bit
disorganised, but it is surely okay because | get

paid immediately in cash.

Most (although not all) permanent workers indicated
they got paid sick leave, maternity leave (women),
family responsibility leave and annual leave. However,
a number of seasonal workers indicated they did not
get any type of leave. Even when their children are

sick they have to apply for unpaid time off.

A large proportion of respondents indicated that they
did not receive any training on the farm. This includes
training on health and safety. While some respondents
said pregnant women received lighter duties, most said
they did the same work whether pregnant or not. One
worker said: ‘If you are a packer, you will stay one
until the baby comes.” More seasonal workers than
permanent workers said their duties did not change if
they were pregnant. Women respondents
overwhelmingly felt that training opportunities were

not evenly spread, and that it had to do with gender



in particular. Says one: ‘He (the farmer) only chooses
the men for training. Here it (training) is not a women’s
thing, it is a man’s thing. You remain a general worker,
even though you have the knowledge. Men are tractor
drivers but they have no papers to show. Here you will
remain a general worker.” Another worker says: ‘Here
training is chosen by your face. If the forewoman likes

you then you will be chosen.’

A permanent worker on a wine farm agrees: ‘It is
always just the men who get training. He (the farmer)
will come in person and just say which men must attend
courses. | have not yet received any training. | would
like to, but they don’t choose us women. The farmer
will not do it. We women just remain general workers.’
Seasonal workers also feel marginalised from training.
One worker said: ‘Seasonal workers are always

excluded from training.’

Gender inequality also extends to other aspects of
the workplace. Most respondents (men as well as
women) felt that women did not receive equal pay for
equal work. Some workers indicated that pay was
based on a grading system with equal pay for equal
work. This ignores the gendered division of labour that
places women in lower-paying jobs at the outset, in
unskilled work or jobs where skills are not recognised.
Most women respondents also felt that women did not
get the same opportunities as men for promotion.
According to one worker, to get a promotion ‘Jy moet
‘n piemper wees’ (‘You must be a spy for management’).
If women are not vocal about their rights, they may be
taken advantage of. One worker recalls a story of

this nature:

I know of a worker who was a grade 3 and she
was moved to grade 2 by the forewoman. They
didn’t follow any process. It works here that if
they see you are not a person that opens your
mouth, then they do such things to you. She was
also a very soft person. She also did not know

that they were going to reduce her money.

Generally, respondents felt that management did

communicate with them and they understood what
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management required of them. However, most workers
were not happy with the relationship between
themselves and management, feeling that management
did not take their issues seriously. One worker says:
‘He does communicate in our own language. But we
don’t ask any questions, especially we who are
uneducated. The boss looks angry.” Another says:
‘Management does not listen to our concerns. If you
do raise issues you are then marked as a bad person.’
Some workers felt that management took work issues
seriously but not family issues. Women indicated they
generally do not take up gender-specific issues such
as pregnancy, health and sanitation or child care with
management. According to one permanent worker:
‘We have a workers’ committee. | take the issues to
them. They must relate it to the farmer. | know it gets
done but the farmer gives no attention to our problems.

He doesn’t even listen to us.

While most workers saw the benefit of having their
own organisations on the farm, a number felt that the
trade unions did not represent them. This was based
either on being a seasonal worker, or being a woman
worker. A seasonal worker said: ‘Seasonal workers
get very little or no opportunity to speak to the farmer.
The union represents only permanent workers. Seasonal
workers have no trade union representation.” On the
other hand, a permanent woman worker had a similar
complaint: ‘It's good to have our own organisations,
but it looks to me that the union is more for the farmer
and the men. We, the women, must just attend more of
our own meetings. Nevertheless, most workers felt
women had the opportunity to be actively involved in

worker organisations if they chose to.

Overall, respondents said working conditions are
getting worse for them. The main problems stem from
low wages and intensification of work: ‘Things are
getting worse, because when | was a casual | earned
more money. The farmer now pays us less because he
says business is bad. We first got R90 a day, now we
only get R60 a day. My living conditions can not
improve, because | am paid too little.” Another worker

says: ‘When they plant more trees then it's more work,
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but our salary does not increase.” A seasonal worker
says working conditions for seasonal workers have got
worse. A store worker on a wine farm says: ‘Things
are worse. You talk but it is not taken in. The money is
little and everything is getting expensive.” On the other
hand, there were a minority of workers who felt

conditions were not too bad.

When asked about the issues of greatest concern for
them, by far the biggest issue workers identified was
low wages. Then workers raised the problem of no
transport, specifically relating to lack of transport to
get home after work, no transport after working
overtime, and a lack of transport to get to the doctor
or to take the children to school. Various issues relating
to discrimination were highlighted next, including
discrimination against women, racial discrimination and
against seasonal and casual workers. The latter

included no bonuses for casual workers, no protection

for seasonal workers, casuals having to pay more for
food, no promotion out of casual work, and short-term
contracts. A number of workers raised the issue of too
long work hours, while one said she had too few work
hours. Lack of protective clothing in particular, and
other health and safety risks of work in general were
also noted as problems in the work place. Problems
with management or treatment by supervisors were
identified, as well as the need for training. A number
of workers highlighted poor quality housing as an issue

for them.

Appendix 1 (table on labour rights vs. labour practices)
provides more detail on the experiences women
workers have with regard to their labour rights in
practice. It shows that although the legal framework is
progressive, rights are seldom or unevenly translated

into practice.
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Neo-liberalism is taken to be a global political
project rather than an inevitability or established
reality. This project has as its primary aim the
constant growth of the capitalist economy, of returns
to investment, and thus of profitability. Power is
used to adapt economic and political systems and
forms of regulation to achieve these goals. The
neo-liberal restructuring of economic systems to
achieve growth includes a reduced and redirected
intervention by the state in favour of the market in
the allocation of economic resources; deregulation
and liberalisation (including of financial markets
and trade in goods and services) to increase
international competitiveness and encourage freer
trade flows; and a related focus on export-oriented

production.

According to one estimate, 67% of wines sold
between £3 and £5 is sold through promotions or

discounts.

3 Russeting is the ‘brown’ blemish that begins at the

stalk of the apple and moves up and outwards
across the skin of the apple. Retailers will accept
minimal amounts of russeting. For instance, if the
apple is placed on a flat surface upside down and
the russeting is not visible, the fruit will still be

accepted by a retailer, if not it is rejected.

One packhouse manager described this change
succinctly: ‘During the regulated era we ran at
double the speed. All of the product was pooled,
there was one marketing agent and the boxes were
all the same. Now we have a range of boxes, we
need shorter runs to improve traceability, and to
maximise our income we are trying to bag the fruit
here. That is a very time-consuming task and it
means that our throughput is slower. It means that
we have to have more planning and more control.
We have seven foremen who supervise 900 people

in the packhouse.’
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Appendix 1: Labour rights vs. labour practices

Labour rights

In national legislation

In practice in the women’s workplace

Wages

Payment in kind

Other deductions

Work contracts

The agricultural sectoral determination sets a minimum wage of
R800/month for workers who work more than 27 hours a month on
farms in the area of study. Workers who work less than 27 hours a
month must be paid a minimum wage of R4.10/hour. The hourly rate
is based on the monthly rate assuming a 45-hour working week. The
sectoral determination was promulgated in December 2002, and
the minimum wage came into effect on 1 March 2003.

The sectoral determination caps payment in kind, other than housing,
at 10% of the wage paid to workers i.e. R80/month in the area of
study. Pay deducted for housing is also capped at 10% of the
wage.

Fines, training fees or deductions for protective clothing are
prohibited by the sectoral determination.

By law all workers must have a written contract with their employer,
and must understand the terms of the contract. If a worker is
illiterate, the contents of the contract must be explained to them
verbally.

Wage statistics are very outdated, with the latest official statistics
being for 1996. Wages tend to be above the statutory minimum on
deciduous fruit and wine farms in the Western Cape. However,
women and African workers are mainly located in jobs where they
are not employed every month of the year and thus do not receive
wages throughout the year. Only around a quarter of permanent
workers in the Western Cape are women. On the other hand,
between two-thirds and three-quarters of seasonal and temporary
workers are women (du Toit & Ally 2001; Kritzinger & Vorster
1995). Forty percent of employers and 57% of women workers in a
survey said women did not receive equal pay even for the same
work (Sunde & Kleinbooi 1999). Since there is no premium placed
on the hourly wage, the determination does nothing to slow the
process of casualisation.

Most farmers provide services and/or housing far greater than
10% of the minimum wage. The cap on payment in kind is designed
to force both an increase in cash wages to workers, and a
formalisation of the provision of services. It remains too early to see
what are the effects of the minimum wage on farm workers.

In the small set of interviews conducted for this report, deductions
were mainly for provident fund and Unemployment Insurance Fund
(UIF) contributions, with food also featuring in some cases. A number
of seasonal workers indicated that they had to pay for protective
clothing.

While employers in a survey reported 71% of permanent men had
written contracts, just over half of permanent women did. Just 8% of
women contract workers and 14.5% of women seasonal and casual
workers had written contracts (Sunde & Kleinbooi 1999). Contracts
were often in the worker’s home language, and terms were usually
explained to the worker — although not always by the employer.
Workers often do not get to read their contracts and very seldom
get to negotiate the terms of the contracts.
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Labour rights

Hours of work

Child labour

Right to organisation &
association

Benefits (see sections on
unemployment and leave
below)

In national legislation

Farm workers can work a maximum of 45 hours of ordinary time a
week. After that, work is considered overtime and must be paid at
one-and-a-half times the rate of ordinary work. A maximum of 15
hours overtime a week can be worked. A farm worker may never
work more than 10 ordinary hours per day (under the annual
averaging) or 15 hours per day (inclusive of paid overtime). Night
work must be paid at 10% above normal rates. The ordinary hours
of work cannot be varied. ‘Flexibility provisions’ allow the
arrangement of working time to be varied by agreement. The
average ordinary working hours in one year must add up to 45
hours/week (averaging of hours allowing for up to 50-hour weeks
for a season of not more than four months). This allows for intense
work during peak periods in exchange for lighter work in slack
periods. The average ordinary hours worked in a week must add up
to 45 hours (e.g. on three days a week a worker can be asked to
work for 12 hours (36 hours) but on the remaining two she cannot
work for more than a total of (45-36 = 9) hours over those two
days). Certain standards may be varied downwards on agreement
between employers and workers. These include meal intervals, daily
and weekly rest periods, and payment for work on Sunday. These
changes may be written into the contract of the worker.

Child labour (children up to 15 years old) is outlawed. Youth
workers of between 15 and 18 years old may work a maximum of
35 hours a week, and are prohibited from night work or other
hazardous work.

The Labour Relations Act (LRA) gives all workers the right to join any
organisation of their choice, with freedom of association and
freedom of opinion written into the law and backed by the national
Constitution. Collective bargaining is written into the Act.

The BCEA covers farm and domestic workers, including those who
work less than three days a week (defined as casual workers).
Independent contractors and workers who work less than 24 hours a
month are excluded from the terms of the Act.

In practice in the women’s workplace

From the small set of interviews conducted for this research, most
workers worked more than the legal maximum ordinary hours, some
working as many as 65 hours a week. Current practice on many
farms includes 6—7 day weeks on ordinary pay with no agreement
to work on weekends and no 36-hour rest period. Many workers
work a 9—10 hour day with no compensation for overtime. Meal
intervals are seldom as per statute.

Generally it does not appear that child labour on farms is
widespread in the Western Cape.

The reliance of farm workers on their employer for access to
housing and services makes it difficult for them to organise
independently. The impulse for unionisation is thus often external,
and union organisers have difficulty in penetrating the social
relations on farms. With a 6% unionisation rate, farm workers are
unlikely ever to be able to bargain collectively on an industry-wide
level.

" B N Y

=

—



Labour rights

Unemployment insurance

In national legislation

Employers are obliged to register workers with the UIF, with
employers making a contribution of the equivalent of 1% of the
worker’s wage and deducting 1% of the worker’s wage as the
worker’s contribution to the Fund. If they become unemployed,
workers receive a portion of their wage for a period from the Fund.
The portion of the wage and the length of time it is received are
dependent on the wage earned and the amount of time they
worked. From 1 April 2003 the Fund included seasonal workers.

In practice in the women’s workplace

Not all agricultural employers register workers correctly, and the
state is unable to monitor or enforce compliance. In our set of
interviews, most workers indicated they received a payslip showing
UIF deductions, although the payslips usually did not provide them
with their UIF registration number.

Annual, family responsibility
and sick leave

Workers are entitled to annual, family responsibility and sick leave
operating on a 36-month cycle. Part-time or casual workers working
more than 24 hours a month are entitled to pro rata leave.
Entitlement to sick leave arises only while the worker is employed. A
farm worker is only entitled to family responsibility leave if they
have worked for the farmer for more than four months and work at
least four days/week.

In our interviews most (although not all) permanent workers indicated
they got paid sick leave, maternity leave (women), family
responsibility leave and annual leave. However, a number of
seasonal workers indicated they did not get any type of leave. Even
when their children are sick they have to apply for unpaid time off.

Maternity leave

Pregnant women are entitled to four consecutive months maternity
leave. The leave is unpaid, but employers must register workers with
the UIF that is used to pay the worker 45% of their normal wage
during this time. Workers may not return to work before six weeks
have passed after birth or miscarriage and for six months after
birth and during pregnancy lighter work should be provided where
reasonably possible.

See above. In some cases, women reported working right up to the
time when the baby was due. There is limited information about when
women inform employers they are pregnant, or whether they receive
the maternity benefits they are supposed to. Women indicated they
did not feel comfortable using existing channels to raise issues of
pregnancy with management or supervisors.

Temporary work

The law holds a temporary employment service (outsourced labour
service) and the client (the farm) jointly accountable for breaches of
law relating to conditions with outsourced workers. However, it does
not hold the client responsible for contraventions of the LRA by the
temporary employment service. This allows the client (the farm) to
limit their responsibility for the employment rights of workers they
use to work for them. The conditions of work for independent
contractors are also not covered in the law.

The use of contract and outsourced labour is rising dramatically on
the fruit and wine farms. Surveys have shown that 100% of
deciduous fruit and 57% of wine farms used contractors for at least
some of their labour needs (du Toit & Ally 2001). It enables the farms
to reduce costs associated with compliance to laws governing worker
rights and standards. Former workers are being set up as
independent contractors to do the same or similar work as they
previously did under a different contractual relationship, and are thus
not protected by laws protecting workers directly employed by the
farm.

Discrimination and equity

The Employment Equity Act outlaws discrimination on the basis of
race, gender and another 17 criteria. The law requires accelerated
training and promotion of people in disadvantaged groups.

Women, African and vulnerable workers all indicated that they were
mainly excluded from opportunities for training and promotion.
Training is limited to immediate work requirements rather than in
preparation for more skilled work or jobs with greater responsibility.
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Labour rights

Health & safety

Housing & tenure security

In national legislation

The Occupational Health and Safety Act sets minimum standards for
health and safety on the farm.

The Compensation for Occupational Injuries and Diseases Act
requires employers to make contributions to the Fund and claims can
be made for compensation.

The sectoral determination sets minimum standards for housing. A
maximum of 10% of the worker’s wage may be deducted for
housing linked to the employment contract.

ESTA gives workers who have lived and worked on the same farm
for more than ten years and who are either 60 years or older, or
disabled as a result of work, the right to remain on the property for
the rest of their lives, or be provided with suitable alternative
accommodation. These are known as long-term occupiers.

The law requires the courts to consider the personal and family
circumstances and the possibility of alternative accommodation for
all other occupiers facing eviction.

In practice in the women’s workplace

Many farms do not comply with health and safety regulations. In the
interviews conducted for our research, most workers indicated that they
received no training on health or safety issues. Pregnant women did not
always get lighter work than usual. Workers using chemical sprays had
limited access to proper facilities to wash themselves thoroughly after
handling chemicals. Most workers had access to toilets, but many said
there were too few toilets for the number of workers, that men and
women had to use the same toilets, and some orchard or vineyard
workers said they did not have access to toilets of any kind. Basic medi-
cal facilities were present on most farms where workers were inter-
viewed. However, if workers had to go to a doctor off the farm, they did
not always get paid for that time and they shared the costs of transport
and doctor’s fees with the employer. While there is widespread
awareness of HIV/Aids, very few workers had been informed in any
detail about how it was transmitted, prevention or care. In our small set
of interviews, about half of workers said they would receive compen-
sation for injuries caused on the job. Others either said they don’t get any
compensation, a few didn’t know and one said some workers get but
others don’t. Health and safety laws and regulations are undermined by
a failure to monitor and enforce the requirements of law.

Evidence suggests that farmers are moving workers off farms to limit
the impact of this Act. This is either through a process of restructuring
the workforce to recruit more seasonal or casual workers, or through
allowing natural attrition and then not making on-farm housing
available for occupation. In one survey, 56% of farmers said they
were planning to reduce the number of houses provided on their farm
as a result of ESTA (Sunde & Kleinbooi 1999). In another survey,
almost a quarter of houses on deciduous fruit and wine farms were
either ‘dead’ or unoccupied (du Toit & Ally 2001). Nearly a quarter
of farmers indicated their intent to begin charging rent, another 21%
to demolish houses and another 10% planned to leave houses empty
(du Toit & Ally 2001). Almost two-thirds of women still rely on male
partners or relatives for access to housing on farms (Sunde &
Kleinbooi 1999). Between 1% and 14% of women had housing linked
to their own employment contract (du Toit & Ally 2001; Sunde &
Kleinbooi 1999). Workers’ ability to challenge an eviction order
requires knowledge of the procedures, access to legal support and an
unbiased court system. None of these are readily available to farm
workers. Limited off-farm housing or finance for housing means
workers often end up in informal settlements in an even more

vulnerable position.
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Appendix 2: Decidious fruit

export value chain

UK Retailers: Sainsbury’s, Tesco,
Waitrose etc (£80%)

CAPESPAN PLC

TRUCAPE

Wholesale markets (£20%)

UK Service Providers:
Chingfords, Mack Multiples, etc.

— CAPESPAN

Other agents: Del Monte,

N

Co-operative packhouses: Kromco, Valley, CFG

Cape 5, Dole, Afrifresh

Private, on farm, packhouses

/

Deciduous fruit farms
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Appendix 3: Main features of

bottled wine export value chain

Retailers (70% supermarkets in Europe /UK)

| | ?
Wholesale market : : — | Wholesale market
\ | ‘
A k | I
.\ T i Import agents | /
\ | ‘ : //
\ | | /
\ I | |
Marketing companies/joint | | /
ventures/export agents \ | | //
~N
A N - |,
NS 1y
N/
11 producer-wholesaler ~ <
N
? A )
~N
~N
~N
~N
67 co-operative cellars (crush 80% of crop) | =l Private cellars 91 estate cellars

T (219 non-estate)

4 390 wine grape producers
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Appendix 4: Costs in the apple

value chain (Granny Smith)

Cost % of total Cumulative %
Production costs 27.3 27.3
Chemicals/fertiliser 3.9 3.9
Salaries/wages 11.5 15.4
Depreciation/overheads 7.2 22.6
Other production costs 4.7 27.3
Packing 25.3 52.6
Packing 258 52.6
SA costs 12.3 64.9
Port 5.4 58
Commission 5.5 63.5
Transport 0.7 64.2
Perishable Produce Export Control Board 0.3 64.5
Deciduous Fruit Producers’ Trust 0.4 64.9
Overseas/shipping 35.9 100.8
Duty 4.5 69.4
Commission 7.9 77.3
Handling 1.5 78.8
Storage 2.4 81.2
Shipping 19 100.2
Insurance 0.6 100.8
Net income -0.8

Source: . Morgan (Molteno Brothers [2003]), ‘Value Chain - Apple (GS)'. Chart constructed for a workshop.
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Appendix 5: On-farm

production costs, wine grapes

PRODUCTION COST FOR VINEYARDS —STELLENBOSCH*

YEAR 1995 1996 1997 1998 1999 2000 2001 2002
COST STRUCTURE R/ha R/ha R/ha R/ha R/ha R/ha R/ha R/ha
DIRECT COST

FERTILISER 198 271 370 527
PESTICIDES 1105 1 065 1061 1854
HERBICIDES 245 348 190 299
TRELLIS REPAIR 27 34 132 150
Sub-total 769 919 1429 1 665 1576 1718 1753 2 830
LABOUR

SUPERVISION 914 1537 591 534
PERMANENT 3 230 3782 3950 3780
SEASONAL 797 567 1270 1 029
Sub-total 2705 2 905 3878 4 867 4 941 5886 5811 5343
MECHANISATION

FUEL 440 571 741 570
REPAIR & MAINTENANCE 618 983 1453 1010
LICENCES & ASSURANCE 191 138 181 205
TRANSPORT 74 4 138 30
Sub-total 801 916 1 301 1424 1324 1696 2513 1815
FIXED IMPROVEMENTS

REPAIR & MAINTENANCE 466 227 676 239
ASSURANCE 35 64 37 70
Sub-total 501 291 713 309
GENERAL EXPENDITURE

ELECTRICITY 403 559 489 425
WATER 280 214 457 526
RSC RATES 43 17 51 50
ADMINISTRATION 481 290 786 536
Sub-total 845 1 052 1012 1377 1 206 1 080 1783 1537
TOTAL CASH 5120 5792 7 620 9 333 9547 | 10671 12573 | 11834

EXPENDITURE

PROVISION FOR 1764 2106 2149 2 479 3 000 3248 3 388 4 001
RENEWAL
TOTAL EXPENDITURE 6 884 7 898 9769 | 11812 | 12547 13919 | 15961 @ 15 835

Source: VinPro 2002, Production Cost for Vineyards, Stellenbosch.
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Graphic representation of on-farm wine production costs (before inflation)*

18 000
16 00D
14 000
12 00D

10 000

Rand'ha

8000

6000 1

&4 000 4 | { 1 1 4 1
2000 HM
1995 1986 1997 1998 1999 2000 2001 2002

Year

={J=Direct costs —#— Labour —— Mechanisation —&— Total expenditure

*Note: Costs are based on information provided by a group of farmers from the Stellenbosch region, and

should only be taken as indicative rather than actual costs for the region or sector as a whole.
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Appendix 6: Cellar costs

(2002) for premium wine

Packaging: R/ 750 ml bottle
Bottle 1.50 - 3.50
Cork 1.00 - 3.00
Capsule 0.15-0.20
Label 0.55-1.00
Carton — 12 bottles 0.25 -0.40
Mobile bottling 0.50 - 0.65

Wine-making costs and overheads
This can vary drastically depending on the age of the cellar, the equipment, the capacity of the cellar and the

percentage of red and white wine produced. For a 600 ton to 1 000 ton cellar total cost per litre can vary

anything between R2.00 and R5.00 per bottle, and sometimes even more.

Cost of aging wine in barrels

Aging cost varies, depending on the amount of times the barrels are used, between R3.00 and R6.00 per

bottle, and can be more in certain cases.

Cost of grapes

R5 500 per ton @ 700 litre / ton recovery

= R7.86 per litre

R5.89 per bottle

Total cost with aging
R14.84 to R25.64 per bottle

A margin of anything between 30% and 50% can be added on to determine the cellar door price.
Source: VinPro 2003






