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Financing Agriculture for Growth and Development 

South Africa is a developing country and like all developing countries, agriculture is still a major contributor to the economy. While South Africa, along with other developing economies, is experience its fair of urbanization, those left behind will depend directly or indirectly on agriculture. Therefore, the newly formulated ministry of Rural Development and Land Reform will have to focus agriculture, among others, in the formulation of rural development strategies. 
However, Land reform programs remain a major challenge within the agricultural sector and this challenge is also impacting on the successful integration of the small and emerging farmers into the mainstream economy of commercial farming.  
In recognition of the aforementioned challenges as well as others, the Development Bank of Southern Africa (DBSA) has formed strategic partnerships or alliance with different stakeholders in the sector in an effort to address some of the challenges for a vibrant and all inclusive commercial agricultural sector that contribute to the food security requirement of the country. For instance, DBSA has forged working arrangements with the Land Bank, Industrial Development Corporation (IDC), National Empowerment Fund (NEF) and others in terms of which facilitation and syndication can be arranged with regards to financing qualifying projects. 
The food price shocks of last year have brought a realization of the important role that agriculture plays in ensuring food security of the country. Agriculture, the world over, is in need of integrated solutions not only to ensure increased agricultural production but also to contribute in the Achievement of the Millennium Development Goals.
DBSA initiatives
DBSA has financed and will continue to finance agricultural projects in the future with special bias towards agricultural infrastructure. The projects that DBSA has funded can be found in different geographies around the Southern African Development Community (SADC). For instance, DBSA advanced millions funding projects in Mauritius (aquaculture) and in Mozambique (sugar), to mention just a few.
Stakeholders –roles and responsibilities
Availability of finance for agricultural investment is one of the preconditions for a successful and growing agricultural sector. In this regard, South Africa has a number of financial institutions that provide finance to the sector and these are development finance institutions (e.g. DBSA, the Land Bank, IDC, NEF and others), commercial banks (Absa, First National Bank, Nedbank, Standard Bank) and agricultural co-operatives (Afgri, Senwes, etc). All these and other institutions have invested a significant amount of money and time into the South African agricultural sector. According to the Abstract of Agricultural Statistics (2008), these financial institutions had invested R41,5 billion (as of June 2007) into the sector. Commercial banks have even set target of R1,5 billion to be invested in the emerging farming sector by 2014 in line with Financial Sector Charter- a BEE policy within financial sector. 
DBSA’s assistance to the sector is mainly through technical assistance grants and loan funding. DBSA’s loan funding covers the following focus areas:
·         -Capacity building assistance for business plans and project development
·         -Off-site (bulk infrastructure)
·        - On-site (private/project fixed infrastructure)
·        - Land as part of project packaged structure but not subjected to land claims or not part of the land reform process 
·        - Movable assets/equipment 
·         Production input finance under exceptional cases
DBSA’s involvement in the agricultural sector is guided by the following two broad principles:
·         -Multiple stakeholders and beneficiaries. This means that the bank will not consider applications from individuals and small scale farming entities; and
·         - Possible syndication and/or facilitation of projects funding. 
Future Perspective
South African agricultural environment will continue to change shaped by changing socio economic conditions in both the local and international environments. Land reform, renewed focus on rural development, Comprehensive Africa Agricultural development Plan (CAADP) and deteriorating macroeconomic conditions are some of the factors that are likely to determine the future shape and structure of the South African agricultural sector. DBSA will strive to constantly be aware of the changes that will impact of the sector as well the kind of the impact so as to offer appropriate and relevant support to the sector. 
