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V A Comprehensive View of
and Basic Approach to Agricultural Po

by

J.B. DE SWARDT,
Senior Lecturer, Departkêiltl'of Agricultural Economics,

University of Pretoria

INTRODUCTION

Agricultural policy covers a wide field
and consequently there is a tendency to
approach the study of this aspect of agri-
cultural economics piecemeal. As with any
science a basic approach to agricultural
policy would lead to a better insight and a
better knowledge of the proper relationship
of the facts. Appraisement of policy can
only take place when the basic principles
are known.

As a result of the confined view of agri-
cultural policy only a few aspects are fre-
quently accentuated, while the various
facets are apparently not understood. In
this article an attempt will be made to
create a complete picture of policy and thus
arrive at an orderly arrangement of the
relevant facts, and finally to prepare a
framework indicating the relationships. In
conclusion attention will be paid to the
principles on which agricultural policy is
based.

Policy may be defined as a program
which contains the principles of a group.
This program of action is usually under-
taken by the Legislature in terms of
agricultural legislation. The principles
referred to are reflected in the system of
values 1) of the groups involved, in this
instance the agricultural community. Any
program of action (agricultural policy)
will in the first instance require basic
information on the following:

1) Values may be considered as generally
accepted social norms.

cy

I. Aspirations of the farming community,
- that is a study of the system of values;

II. a description of the existing situation,
that is what has agricultural policy at-
tained thus far and to what extent does
it correspond to the aspirations of the

• farming community;

III. knowledge of alternative aids which
would make it possible to move from
the existing situation to the ideal.

This approach will uncover the entire
field of study of agricultural policy.

1. THE SYSTEM OF VALUES OF
THE FARMING COMMUNITY

Agricultural polidy is a program of
action, in this instance group action,
which is undertaken by the State to attain
certain generally accepted aspirations or
values of the community. Knowledge of
the system of values of farmers thus con-
stitutes the basis of policy, because -

1) values are the yardstick by which de-
cisions on objectives are taken and this
is directly related to policy;

2) to understand current policy and to ap-
praise it, one must be acquainted with
the values of the farming community;

3) values determine the direction of future
action, since policy, decisions are taken
and guided within the framework of
values; and
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4) problems in terms of values of the
farmers can be identified, and may be
defined as the gap between the current
agricultural situation and the values of
the farming community.

These values must be looked upon as
the ultimate objectives of agricultural
policy. Values are accordingly judged in
relation to their contributions to economic
welfare since any objective of policy must
fit into the total socio-economic frame-
work of the national economy, and it must
not conflict with objectives established in
terms of general economic policy. Agri-
cultural policy is thus a subordinate part
of general economic policy.

The two most important objectives of
economic policy in modern Western coun-
tries, with which agricultural policy ob-
jectives must fit in, are undoubtedly the
maximising of the national product (pro-
ductive norm) and the attainment of the
optimum distribution of income between
individuals (distribution norm).

A policy objective normally includes
a number of values or aspirations which do
not conflict with others, and which satis-
fies a large section of the community.
Values may thus be considered as the ulti-
mate objectives, while objectives contain-
ed in agricultural legislation are of an in-
termediary nature. Values are accordingly
judged in relation to their contributions
to economic welfare.

If aspirations (ultimate objectives) are
to be attained, we are concerned with a
group of objectives, and not merely one.
An objective can thus attain various values
or only one. Any policy measure must then
be tested in relation to productive and dis-
tribution norms.

When an analysis of the value system
of South African farmers is made, it will
be found that there is practically universal

agreement on the following values or ulti-
mate objectives:

1. Values pertaining to the maxi-
mising of the national product 

(a) Economic organisation. Various
values exist in relation to the manner in
which the economic system should be or-
ganised. These values (in economic terms)
which include inter alia the raising and
consolidation of long term income from
agriculture, contain three requirements to
which the economic system must comply,
namely economic efficiency in the employ-
ment of production factors, control within
limits and finally an equitable distribution
of political and economic power.

(i) Efficiency. The farming community
considers that the individual should
be rewarded in accordance with his
contribution to the total national pro-
duct and claims that agriculture
should also share in prosperity or
economic development. Such a claim
will be unfounded if agricultural pro-
duction factors are not employed in
the most efficient manner. This
brings about the striving after effi-
ciency so as to share in the benefits
which the economic system offers.

(ii) Control. The reason why the farming
community prefers an economic sys-
tem which does not (through control)
influence the decisions of the indi-
vidual, is because they believe the
marketing mechanism functions best
under the free actions of the indivi-
dual.

(iii) Distribution. The farming communi-
ty desires an equitable distribution of
political and economic power, be-
cause they consider that an economic
system, which allows free competi-
tion, will maximise production and
remuneration will in such a system
be in accordance with productivity.
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(b) Economic growth. Economic
growth is considered a prerequisite, for
economic stability because it results in a
stable and expanding supply of food. and
raw materials with the employment of few-
er production. factors. Economic growth
thus leads to greater welfare and conse-
quently this value is normally included in
agricultural policy. Structural policyl)
which is mainly directed to the functions
of agriculture is relevant here.

(c) Economic stability. Because of the
inherent charaateristics of agriculture,
namely fluctuating prices and uncertain
output, South African farmers attach great
importance to stability. There is, however,
not always a clear conception of "stabili-
ty", since stability of prices, production,
per capita income, demand for agricultural
products etc., is frequently confused.
Stability for the agricultural industry,
and for the individual farmer should also
be kept apart.

These values are thus all directed to-
wards increased productivity and maxi-
mum national product.

2. Values pertaining to an equitable
distribution of income 

Whatever the volume of the social
product might be, people hold certain
views as to how that income should be
distributed between production factors,
social groups or individuals.

Examples of this are inter alia the
general view that decent social opportuni-
ties in respect of education, consumption
and income for all members of the society
should be ensured - hence the concern
about uneconomic farm units. Through

1) For a detailed discussion see: Brand,
S.S. and Tomlinson, F.R. Die Plek van
die Landbou in die Suid-Afrikaanse
Volkshuishouding. The South African
Journal of Economics, Vol.34, No.1,
March 1966.

various governmental measures efforts
are made to bring the level of incomes in
agriculture closer to those of non-agri-
cultural sectors.

3. Other general values 

(a) Political and social stability. These
are prerequisites for economic stability.
This value is considered important as is
shown in the Report of the Commission of
Inquiry into European Occupancy of the
Rural Areas. The Commission reports as
follows: "Also from a sociological point
of view therefore, it is imperative that
there should be a relatively substantial
White population in the rural areas. At
•any rate the number should be large enough
for the platteland to exercise a beneficial
influence on the people as a whole"))
This sociological hypothesis must, how-
ever, be tested.

(b) Public action. The accepted view
amongst farmers is that they will express
their aspirations soonest through group
action - hence the value attached to Or-
ganised Agriculture. 2)

The task in formulating policy is thus
to attain these aspirations or values of
farmers. This is done by means of legis-
lation and is reflected in the objectives of
policy.

CLASSIFICATION OF
OBJECTIVES

The classification of objectives in agri-
cultural policy can thus be made in terms
of values (material and spiritual). By en-
quiring what the farming community de-
sires, the objectives can be classified
accordingly.

1) Report of the Commission of Inquiry
into European Occupancy of the Rural
,Areas. The Government Printer, pre-
toria, 1959-60. Paragraph 51.

2) Hathaway, D.E. Government and Agri-
. culture. .MacMillan Co., New York,
1963. Chapter 1.
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Every country strives towards maxi-
mum welfare; to attain this endeavour must
be directed towards maximum' social (net 
national product and the equitable distribu-
tion of income. If it is accepted that maxi-
mum profit is the goal, then the classifica-
tion of objectives of agricultural policy is
contained in the following formula:

Profit = (Production x Price) - Costs

From this equation of the first degree
policy can thus be divided roughly be-
tween production and price policiesl).
Production policy may be further sub-
divided, into policy which specifically re-
lates to distinct factors of production,
namely credit policy- which concerns the
provision of capital, land economics policy
which concerns the production factor
"soil" and. special legislation relating to
the human factor to ensure 'that capable
individuals are retained in agriculture.
After the above-mentioned has been
formulated attention must be directed to-
wards the profits realised, and the equit-
able distribution of income comes to the
fore.

In the Introduction it was stated that
there is a tendency to approach policy
piecemeal and attention is only con-
centrated on some of the facets which
have been mentioned. Classification of
objectives may now be made in terms of
the aspects which have been mentioned,
by determining what is desired. (that is
aspirations or values) in relation to pro-
duction (human, soil and capital factors)
and prices - and finally how the income
should be distributed.

Attention will .accordingly be directed
towards what is desired or aspired to and
thus serves the farming community in the
best manner.

1. Price Policy

Various objectives which canbe traced
to the value. system of farmers may be
mentioned:

(a) Realistic price relationships be-
tween:

(i) Domestic and foreign or export pro-
' ' ducts;

(ii) various agricultural products (maize
and meat);

(iii) agricultural products and farming
requisites (costs); and

(iv) agricultural and industrial products.

(b) Price stability. ,

(c) Consideration of all the interested
groups concerned with prices - con-
sumers, producers and middlemen.'

(d) The efficiAnt functioning of the
price mechanisrei.

These objectives are reflected in par-
ticular in the Marketing Act, the Co-
operative Act as well as international
agreements.

2. Production policy

Various objectives are directed to-
wards long term high productivity. High
productivity must be linked to stable Pro-
duction. These objecthes may be applic-
able to the agricultural sector in general
or may be concentrated on a single pro-
duct, and may be grouped as follows:

(a) Credit policy which.may inter alia
include the following:

(i) .Rehabilitation;
(ii) to bring unoccupied areas, into use;
(iii) to keep farmers in the rural areas;

and
(iv) special financing because of the in-

herent characteristics of agriculture.

1) Price in this context, does not in- 1)
clude merely prices of agricultural
products and farming requisites (costs)
as such, but must be viewed in the
broader perspective of price relation-
ships.

The functioning of prices is the deter-
mination of values, allocation of pro-
duction factors, the distribution of the
product (between consumers) and the
determination of the reward toproduc-
tion factors.
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These objectives are contained in the
Agricultural Credit Act (N0.28 of 1966) and
the Land Bank Act (No.13 of 1944).

(b) Policy on the utilization of land,
which includes:

(i) The best utilization of resources;

(ii) exploitation and development of re-
sources; and

(iii) protection of resources.

These objectives are reflected in the
Agricultural Credit Act (No.28 of 1966),
the Soil Conservation Act (No.45 of 1946)
and the Land Tenure Act (No.32 of 1966).

(c) Policy relating to the Human factor.

• Measures of this nature will be largely
confined to certain regions, where a large
percentage of uneconomic units exist or
where rural areas are "over-populated".

3. Distribution of income 

Here the following objectives are im-
portant:

(i) Distribution of the production factors
as reflected in policies with respect
to occupation of land which may inter
alia influence the sub-division of land;

(ii) distribution of income through pro-
gressive income tax or as in other
countries through land taxes; and

(iii) special measures which are directed
in particular to areas where many
poor families live and where a mini-
mum income is not attained.

Few such measures are as yet applied
In South Africa. The reason might be that
these measures would be confined to cer-
tain areas and that it would be difficult to
differentiate in practice.
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II. THE PRESENT AGRICULTURAL
SITUATION

It is difficult to visualise a program
of action or formulation of policy without
being acquainted with the current situation.
It is therefore necessary to establish
what has been attained up to the present
(current situation) and what is actually
desired (values). It is required of policy
to bridge the gap between the current
situation and the aspirations of the farm-
ing community. Problems encountered in
agriculture may thus be described as the
gap tbetween these* aspirations and the
current situation. These issues • require
special measures to attain aspirations and
consequently objectives of these programs
(usually by way of legislation) are linked
to such issues. Thus the Marketing Act
might be applied to raise productivity
(maximum efficiency) or to bring about
price stability over short and long terms
(the first relates to economic stability and
the second to the equilibrium between
agricultural and non-agricultural prices).
The ultimate objectives are, however,
maximum national product and optimum
distribution of incomes.

Legislation arises mostly from the
spirit of the times; that is, when certain
problems appear. As a result of for ex-
ample general economic conditions or
wars the agricultural community is fre-
quently pushed away from its objectives
and to narrow the gap, special legislation
Is required. It is therefore essential that
agricultural policy should be dynamic to
allow for adjustments. Instability, a low
level of farm income per capita and poverty
may thus all be linked to the values of the
farming community.

Policy does not only develop out of the
spirit of the times, but certain needs of the
farming community also develop. These
needs may develop as a result of historical
factors or as a result of changes infoieign
countries - the value system of the farming
community may thus change. In the past any



form of government interference was for
example undesirable and unacceptable but,
as the role of the State in the national
economy grew, the need for State inter-
ference developed.

The physical. limitations of South Af-
rican agriculture are frequently wrongly
referred to as problems; actually this is
not so. These limitations merely provide
the framework within which agricultural
policy has to be executed - hence the slo-
gan, that agriculture must adapt itself to
nature. These limitations thus require
special measures like differentiation in the
application of policy.

.A positive policy will, therefore, be
directed towards adjustments to overcome
certain limiting defects in agricultural or-
ganisation, or to allow. for adaptation.
Agricultural policy will also be dependent
upon the potential opportunities for
development provided by resources, as
well as the social and economic conditions
of the country which in turn determine the
direction in which resources should be
employed1).

III. ALTERNATIVE AIDS TO ATTAIN
THE IDEAL SITUATION

With knowledge of the values of the
n-farming community, it is possible to ide

tify problems by determining the gap be-
tween the current situation and aspira-
tions.

Should solutions to problems be sought,
it is essential that the latter should be
narrowly formulated. Problems are then,
as in the previous section, circumscribed
in terms of the deviations from the ideal
or optimum conditions 'as determined by
the values of the farming community. One
must be acquainted with the nature of
agricultural problems, 'the causes and all
alternative solutions to overcome these.

1) Franzsen, D.G. and Reynders, H.J.J.
Die ekonomiese lewe van Suid-Afrika.
J.L. van Schaik, Ltd., Pretoria, 1963.
Page 100.

When referring to South African agri-
cultural policy,' this usually implies the
application of agricultural legislation,
inter alia the Co-operative Act, the Land
Bank Act, Marketing Act, Soil Conserva-
tion Act, separate legislation in respect of
a few agricultural products and State
assistance schemes and services (re-
search and extension). An appraisement of
agricultUral policy must, however, be
made in terms of legislation as a whole
(not only agricultural legislation is im-
portant), the value system of the farming
community and what the current position
is. Only then it is possible to-consider
alternative policy proposals.

Finally it must be emphasized that the
formulation of objectives as such would
have little meaning if the implementation
of policy is not feasible.

SUMMARY

A basic approach to policy must there-
fore accept the value system of the farm-
ing community as the starting-point. Cur-
rent policy can only be appraised and
formulated, or both, when the present
situation is judged in terms of the value
system. Through such an approach agri-
cultural problems can be identified and
then the factors which cause these must be
thoroughly analysed so as to find the most
appropriate alternative measures which
will provide solutions.

Agricultural policy must comply with
the following basic principles:

1. Objectives must fit into the wider
socio-economic policy. Values must be
selected in accordance with their contri-
bution to economic welfare.

2. Co-ordination. Agricultural policy is
not something apart and co-ordination be-
tween agriculture and other sectors is
essential.

3. Flexibility. Policy must be dinamic
over time and adjustments to economic

28



I Causal factors

For the purpose of appraising agricultural policy,
the diagram could serve as a basis

1-Problems

Means

Agricultural policy:

1. Legislation and programs.,

2. Services - protective, ex-
tension, research..

conditions and structural changes are es-
sential over the long term, while objec-
tives may also change.

4. Practicable implementation. The
implementation of legislation is just as
important as the drafting of it.

5. All interested parties must be con-
sidered. Producers are not the only group
concerned with .agricultural legislation,
but also the' consumer, middleman andthe
rest of the community. Heady, for example.
distinguishes . between "developmental"
and "compensation policies".1) The first
benefits - consumers and the latter produ-
cers. The interests of these groups will
of necessity conflict. •

6. Differentiation. As a result of re-
gional differences relating to natural fac-
tors, use-capacity, the degree of pro-
tection of the soil, etc., differentiation is
at times essential. This is one reason why
regional development at present meets
with approval.

1) Heady, E.O. Agricultural policy under
economic development. Iowa State Uni-
versity Press, Ames, Iowa, 1965, Page
15.

•

Alternative solutions I

Ends.

1. Aspirations of farming com-

munity (value system).
• 2. Objectives, (which include

as many values as possible

7. Causes and symptoms must be clear-
ly distinguished.

8. It is necessary to distinguish between
long term and short term problems and
consequently also between long and short
term objectives. Problems which arise out
of the normal process of economic
development are of a Jong term nature,
while counteracting a drought requires
short term measures.

9. Sociological and economic consider-
ations might be equally important.

10. To determine the role of agriculture
in the national economy, one must be
acquainted with the basic functions which
this sector fulfills. This is essential for the
formulation of structural policy for a
country where economic growth demands
continuous adjustments in agriculture. The
function of agriculture is to provide food
and raw, materials, it earns foreign ex-
change, provides labour and is also an
employer and a market for the non-
agricultural sectors.
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