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AGRICULTURAL MARKETING MANAGEMENT
UNDER THE SOUTH AFRICAN
CONTROL BOARD SYSTEM

The three phases of development of the organisa-
tion structure for the marketing of agricultural pro-
ducts in South Africa may be identified as unco-ordi-
nated sales on an individualist basis up to the begin-
ning of the century, a strong reliance on co-operative
action thereafter and the expansion of a statutory con-
trol board system from the thirties. By the early seven-
ties this development had reached the stage where al-
most ninety per cent of the total value of agricultural
production was subject to some form of control. Where-
as the model decision-making unit for the marketing
programme of the industrialist and merchant is usually
the individual undertaking, the control system that has
comeinto being in agriculture has become the most im-
portant single complicating factor in the formulation
of an agricultural marketing management concept.

In spite of the existence of a large number of sec-
ondary sources that can be consulted on controlled
marketing, the evaluation of the management possibil-
ities offered by the system also requires the gathering
of primary data. A questionnaire on control board ob-
jectives, organisation structures and information mat-
ters was given personally to senior staff members of
some control boards and sent by post to othersin 1972
and the answers served as a useful supplement to con-
trol board reports and Government publications!.

In a previous article-a distinction was made be-
tween the two key components of the marketing ma-
nagement concept; a philosophy part, which is
strongly objectives-oriented and a management part,
in which efficient decision-making is the central prob-
lem. Consequently, the logical procedure inan evalua-
tion of the South African control system from anagri-
cultural marketing management viewpoint is to look
first at the control objectives that can be distinguished
and, secondly, at the organisation structure within
which marketing decision-making by or on behalf of

1. For more details on the survey consult Du Toit, C.M. 'n Be-
dryfsekonomiese ondersoek na wolbemarking in Suid-Afrika
met spesiale verwysing na bestuursheplanning, -organisasie en
-besluirvorming. Unpublished D. Com. thesis, P.U. vir C.H.O.,
1973, Chapters 4 and 5. '

1

. by
C.M. DU TOIT
University of Port Elizabeth
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agricultural producers can take place. Because of the
abstractions in the marketing management concept
and the substitutability and combined effect of the
components of the concept, in this article when the or-
ganisation structure and objectives are considered ac-
count is taken of the possible existence of management
practices which have not previously been fully identi-
fied and of the possibility of delegation of the manager-
ial function to various persons and bodies in the total
structure. ) ‘

It is not my intention to consider within the scope
of this article the basic content of a possible product,
distribution price and promotion policy in agriculture.

. The content of these policy instruments will be dis-

cussed in a subsequent article.

In a discussion of the structural characteristics of
the control system the existence of a macro-structure
and the internal organisation structures of control
boards must be considered. An evaluation of an orga-
nisation structure in terms of marketing management
requirements is complicated by the fact that a perfect
design for a marketing organisation has not yet been
found?. The main points of departure that are valid,
however, are the requirements that it must be possible
for marketing decision-making to take place efficiently
and that the structures must be such that functional,
product-oriented or market-oriented adjustments can
be made according to immediate demands. Discussion
of the objectives of control requires attention to both
the objectives of national control and those of individ-
ual boards. Finally, it is possible to discern a division
of management functions. At the time of writing this
article it was not yet known what adjustments would
arise from the activities of the Commission of Inquiry
into the Marketing Act. A few guidelines, however,
emerge from the position at the beginning of the nine-
teen seventies.

2.« Compare Kotler, P. Marketing Management: Analysis, Plan-
ning and Control. Englewood Cliffs, N.J., Prentice-Hall, 1972,
p. 280.
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| and National Marketing

A MACRO-ORGANISATION STRUCTURE

By depicting the South African control system
structurally as in Diagram A, a picture is obtained of a
macro-organisation structure with the following char-
acteristics:

(i) The upper echelons consist of the Minister, who is
assisted in an advisory capacity by the Depart-
ment of Agricultural Economics and Marketing,
the National Marketing Council and the Consum-
ers’ Advisory Committee. The National Market-
ing Council, in addition to its advisory function,
fills an important decision-making role in connec-
tion with co-ordination, liaison with control
boards, the investigation and submission of new
or amended control schemes and cost investiga-
tions into the enterprises.

(ii) The lower echelons consist of the various product
boards, arranged according to types of Marketing
Act schemes, which may be regarded as a set of in-
ternal rules for the functioning of a board. Pro-
ducts which are marketed under special legislation
or uncontrolled according to their particular cir-
cumstances are, from the managerial point of
view, indirectly connected with the broader struc-
.ture functioning under the Marketing Act.

(iii) The schematic representation of the control sys-

tem shows up the strongly product-oriented struc-
tured character of the system. The structure con-
sequently shows a basiclikeness to that of an ordi-
nary enterprise with a specialised organisation
structure.
Within the total structure there is the possibility of
one or more smaller (micro-) organisation struc-
tures at enterprise level for each product. On the
one hand, therefore, the advantages of specialisa-
tion can be turned to account. On the other hand,
the necessity for co-ordinated central decision-
making. is evident.

(iv) The functional division according to type of con-
trol scheme or legislation gives the control struc-
ture various organisation alternatives which may
be decided upon according to the particular cir-
cumstances of the enterprise.

The spectrum of forms of organisation is repre-
sented schematically in Diagram B for the purposes of
a management approach.

At one end of the spectrum there is no control le-
gislation, as in the case of various types of fresh veget-
ables and fruit where mainly free initiative is relied on
for decision-making on marketing matters. The Mar-
keting Act schemes fall at the other end of the spectrum

DIAGRAM A

THE SOUTH AFRICAN AGRICULTURAL CONTROL SYSTEM ACCORDING

TO TYPE OF SCHEME®

Department of Agricultural
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Economics and Marketing
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DIAGRAM B

SPECTRUM OF ORGANISATION FORMS IN THE MARKETING OF SOUTH AFRICAN
' AGRICULTURAL PRODUCTS
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Marketing Act

and vary from supervisory or publicity schemes, im-
plying the least control, to single-channel fixed-price
schemes, which offer the possibility of the most far-
reaching control measures. The forms occurring be-
tween these extremes, namely, special co-operative le-
gislation, as applied in the marketing of wine and lu-
cerne hay, and special controllegislation, asisfound in
the case of sugar, may be similar to some Marketing
Act schemes as regards type of price or remuneration
system, but nevertheless differ in type of control legis-
lation. The differentiation between Marketing Act
schemes is not absolute because a product is classified
according to the dominant characteristics of a scheme,
but not to the exclusion of other scheme characteris-
tics.

Although of a macro-nature, the control system
has a structure which, taken as a whole, canserve asan
organisational basis for, firstly, a form of marketing
management on behalf of South African agriculture at
macro-level and, secondly, various forms of “special-

ised” marketing management by or on behalf of produ-

cers in the various enterprises.

INTERNAL ORGANISATION STRUCTURES

In considering the internal organisation struc-
tures of control boards functioning under the Market-
ing Act, it is sometimes difficult to draw a clear distinc-
tion between the organisation structure of a control
board and that of the central co-operative organisation
jointly responsible for. the marketing function. By loo-
king at the total or combined structure, unlessa separ-
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ate administrative division is clearly to be detected,

certain deductions can nevertheless be made. Four
general management characteristics may be observed:

(i) A uniform pattern is found in the upper echelons
constituting the control board hierarchy above
the chief executive officer. In addition to the fact
that all boards liaise with the Department of Agri-
cultural Economics and Marketing, the National
Marketing Council and the Minister of Agricul-
ture, one or more committees are constituted from
among the members of each board. The commit-
tees, which function in executive, special, advi-
sory, liaison or ad hoc capacities, help to meet the
management requirements in respect of commu-
nication, exchange of ideas and planning.

(ii) Control boards functioning under the Marketing

Act are characterised throughout by a mixed

membership, determined by enterprise circum-

stances, but always with a producer majority. Al-
though it is not in principle a requirement for the
pursuit of a management approach, mixed repres-
entation can be defended on the grounds of the
particular circumstances in agriculture, the assist-
ance given by the State and the possibilities of
delegation of the management task. Majority re-
presentation for primary producers is in line with
the original thinking behind the Marketing Act of

1937 and may be advantageous to greater ma-

nagement orientation in respect of the integrating~

back of marketing requirements and the entrench-
ing of agricultural marketing management.

(i

(iv
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‘(ili) Below the chief officer’s post the lower echelons

have a markedly functional character. The divi-
sion of the management funtion into administra-
tive, physical supply or general marketing func-
tions is very clear.

(iv) Division of functions according to product and
type of client is found particularly in the commit-
tees of the upper echelons. Division according to
area is found in more isolated cases in the commit-
tees of the upper echelons and in some of the lower
echelons.

An analysis of the distinguishing structural char-
acteristics shows that the boards can be divided into
two main groups. The formation of departmentsin the
Organisation structures of the first group takes place
on the basis of at most two types of functions, namely,
administrative services and/or the physical supply
function. The second and larger group, in addition to
the two functions mentioned, makes provision for
Mmore comprehensive marketing services by the crea-
tion of special departments. The creation of depart-
Mments according to marketing areas, in the case of
Some boards, and even the maintenance of foreign de-
Partments in certain cases; illustrates the exploitation
of the advantages of delegation of decision-making
and decentralisation of authority in the execution of
the management task. Itis also proof of a capacity for
Structural adjustment to meet particular requirements.

This consideration of the formal organisation -

Structures of individual boards fits in with an evalua-
tion of the management possibilities under the control
System. It does not, however, provide a comprehensive
Picture of organisation structures within enterprises.
For that it would also be necessary to consider, for
each branch of agriculture, the structures of co-opera-
Flves, producer associations and individual undertak-
Ings, which do not fall within the scope of this article.

OBJECTIVES OF NATIONAL CONTROL

A key question which requires answering from the
Point of view of integrated management is whether the
Objectives of national control are reconcilable with the
Philosophical elements of the marketing management
Concept, namely, the long-term maximisation of prof-
Its or profitability of resources, consumer-orientation
and the integration of marketing requirements.

_ The traditional content of the marketing objec-
tives at national level must be interpreted against the
bfleground of, in particular, three principles recog-
Nised by the Government and stated by the Minister of
Agriculture in 1962, namely:?

() The principle that price stability must be prom-

oted in the interests of both the producer and the

consumer and that a reasonably stable income for

RP 19/72, Third (Final) Report of the Commission of Inquiry
Into Agriculture, p. 122. Compare also “The South African agri-

producers be ensured as far as practicably possi-

ble;

(ii) the principle that each branch of agriculture
should pay its way; and

(iii) the principle that free enterprise should be re-
tained as far as possible.

Against the background of the principles of stabi-
lity, enterprise independence and free initiative, the
Commission of Inquiry into Agriculture refers to the
objectives for controlled marketing as summarised by
the Marketing Council, namely:

“(a) The agricultural control boards strive for

settled prices, i.e. price stability.

(b)  In controlled marketing an attempt is also
made to keep the price spread between the
producer and consumer as small as possi-
ble™.

An important further qualification of the objec-
tives is stated by the Commission of Inquiry in pursu-
ance of another aim brought to the attention of the
Commission by the Departments of Agriculture. Inthe
view of the Commission one of the aims of control is
“.... that, subject to the long-term supply and demand
situation, the per capita income of the farmer should
be stabilised ata levelin keeping with the rest of the na-
tional economy™.

The absence of an explicitly stated profit goal in
the objectives of national control cannot automati-
cally lead to the conclusion that it disqualifies the con-
trol system as a medium for the application of inte-

- grated marketing management. Scope for a responsi-

Cultural policy and its support measures.” Agrekon, April 1963,

Pp. 6—13,

ble and limited general pursuit of profits or profitabil-
ity by or on behalf of agricultural producers is by
implication present in the recognition given under the
control system to the principles of enterprise viability
and maximum free initiative and to the endeavour to
ensure for the agricultural producer at least the same
earnings as those of the mainly profit-motivated prod-
ucers of the non-agricultural sectors.

The necessity for pursuing an objective of con-
sumer-orientation was emphasised by the National
Marketing Council as early as 1947:

“A first essential of efficient production is that

producers develop and concentrate on farming

systems suited to their area but with due regard to
consumers’ wants. This will only be done if there is

a comparable measure of price-stability for all the

major farm crops. Producers will continually

jump from one line of farming to another, if re-
turns from different products fluctuate as exces-
sively as they do without organised marketing™®.

In spite of the noticeable absence of any direct ref-
erence in the objectives of national controi o the inte-
gration of marketing requirements at organisational
level, any aims for the exclusion of this element are

4. RP 19/72, op. cit., p. 122.

5. RP 19/72, op. cit., p. 123.

6. U.G.27/47, Report of the National Marketing Council on the
Marketing Boards, p. 7.



equally noticeably absent. As in the case of consumer-
orientation, the National Marketing Council in refer-
ring to increased production efficiency in 1947 pointed
out a need connected with integration:
“The Marketing Council would urge that the
function of the boards to assist production be ex-
tended in the directions indicated. If this is done,
the boards will soon come to be directly concerned
with the weaknesses on the production side of
their respective industries. Remedial measures
will be assured of their active support, and the
tendency to rely on price as the only corrective of

the economic ills of farming will be powerfully .

counteracted™’.
INTERNAL OBJECTIVES OF CONTROL
. BOARDS

In the questionnaire to control boards there were
questions on related objectives which the boards might
have formulated in addition to the objectives of na-
tional control. It is remarkable that the related objec-
tives reflected in the answers can without exception fit
into a marketing management concept. The high fre-
quency of objectives aimed at market development,
consumer-orientation and the creation of a product
image reveal a strong market-mindedness. About a
third of those who replied quoted consumer-orienta-
tion as a conscious aim. The impression was neverthe-
less created that particularly the boards which concen-
trate mainly on domestic marketing could pursue the
objectives of integrated marketing management more
positively.

DIVISION OF MANAGEMENT FUNCTIONS

The general pattern which appears from the
aspects of organisation and objectives is one of a con-
trol structure which makes possible two basic forms of
marketing management: “macro-marketing manage-
ment” at the national level and “micro-marketing ma-
nagement™ at the level of the enterprise or individual
undertaking?. ’

Probably the most remarkable distinguishing
characteristic of agricultural marketing management
in South Africa is the division of functions between
persons and bodies within the total structure. By way
of illustration, Diagram C gives on one side a list of
each of the key persons or bodies, from the Minister to
the producer associations, having some part in the
marketing organisation. On the other side and oppo-
site the persons or bodies is shown the nature of the
main managerial decisions in which the various per-
sons or bodies are involved.

The distinction between the decisions is not abso-
lute and their arrangement is of the nature of a contin-

7.
8.

Ibid., p. 8.

A distinction based on the usual definition of “macro-market-
ing” and “micro-marketing” in literature.
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‘uum, with various shades of intensity in the extent or

nature of involvement in the decisions. On the one had,
the Minister is concerned with final decisions on super-
vision and the authorisation of prices, imports, ex-
ports, statutory amendments and other aspects of na-

tional policy. On the other hand, producer associa- |
tions, among them the Sout African Agricultural Un-

ion and individual growers’ associations, play a partin
decisions on general policy of an initiating and con-
trolling nature, and in the appointment of representa-
tives to key bodies.

The Department of Agricultural Economics and |
Marketing, including the National Marketing Coun- |
cil, contributes mainly in a staff capacity to the co-or- |

dinating, administrative and controlling decisions.
The Department’s contribution, however, does not ex-
clude similar decisions by the control boards, co-opera-
tive or other organisations to meet immediate require-
ments. '

The individual boards take part in the manage-
ment process in accordance with the rules of their
schemes and, in particular, take decisions on the con-
trol and regulating of the physical marketing func-
tions, often initiate new plans for scheme amendments
and other marketing activities and are responsible for
administrative duties, two-directional communication
and the integration of marketing requirements. The
implementation of policy by the boards is limited by
their scheme rules. Usually there is the absolute mini-
mum of participation by the boards in physical activi-
ties. In eXceptional cases, as in the case of chicory, the
Board itself undertakes the primary processing, and
there are virtually no co-operative or even producer as-
sociations. In other cases, the control board plays a less
important part and central co-operatives deal with the
most important executive policy decisions, as in the
case of the Co-operative Citrus Exchange — Citrus
Board combination.

Local co-operatives and private enterprises také
part, in particular, in the decisions relating to the pro-
vision of agency services, the collection, grading, pack-
ing, storage, processing and delivery of the product,
passing on information to producers, control boards
and clients, financing and, where possible, marketing
by private initiative.

Because of the possibilities for breaking down the
management function, the producer of an uncon”
trolled product can make his own “philosophy” Qf
marketing and plan and implement a product, distrl-
bution, price and promotion policy himself. The cases
of the market gardener, flower farmer and dairy
farmer marketing in an uncontrolled area provide eX”
amples. In the case of a product marketed undera con”
trol scheme it is useful first to take into account the fact
that the objectives of national control are supported
and, secondly, that in each enterprise the main decisio?”
making unit or units may be identified by a capacity t0
decide on an ongoing basis on the controllable policy
instruments. In the case of wool, for example, befor¢
reorganisation in 1972, a primary management role fof
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18 (iii) The further expansion of ongoingand prospective
CONCLUSION information systems according to the require-
e ments for efficient decision-making by the differ-
g . The extent to which marketing management ent management units in the total organisation
?f f’:nmples as already applied in South African agricul- structure.
; I . Lo . ,
:5 graiefja:p?;oea):ﬁ 2?::6‘321?:“31133; SO ::, a(:f :t gx]ortc.: mt; (iv) The revisionand adjustment, where necessary and
the survey of . L ¢ time in accordance with management requirements, of
y of control boards, still noticeably dependent A . ‘ob descrin-
- Onthe degree to which consideration could be given, in l?nglatlon’ training programmes, job descrip
- Particular. to the followin ] ’ tions, salary structures, manuals and administra-
. ) ‘ g aspects: . dures.
: ) The promotion of explicitly formulated manage- tive procecures - ,
ment objectives, limitations and responsibilitiesin (¥) The re-evaluation of efficiency and other manage-
3 all decision-making units in the total organisation ment yardsticks in the light of the latest develop-

v structure. : ments in the field of marketing management in

(ii The extension of a functionally strong central ag- South Africa and abroad.
Tcultural management body to pursue and pro- (Vi) The conceptualisation and wide dissemination of
mote general objectives and marketing objectives in the agricultural marketing management concept.
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