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A number of sectors have seen significant changes to the way
they do business as a result of the increasing prevalence of
smart technology and innovation, and the agricultural sector
is no exception. Examples of agricultural technology (also
referred to as "AgriTech”, “precision agriculture” or "smart
farming”) include the use of technology to monitor and adapt
the relationship between farming inputs and outputs to,
among other things, combat climate change, reduce the use
of pesticides and fertilizers, improve food quality, reduce the
cost of production and make optimal use of resources while
maintaining or increasing expected yields.
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In spite of the
COVID-19 pandemic,
AgriTech companies
in Africa enjoyed a
prosperous 2020, with
projected numbers
and capital inflows on
the rise.
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A number of sectors have seen
significant changes to the way they do
business as a result of the increasing
prevalence of smart technology

and innovation, and the agricultural
sector is no exception. Examples of
agricultural technology (also referred
to as "AgriTech”, “precision agriculture”
or "“smart farming”) include the use

of technology to monitor and adapt
the relationship between farming
inputs and outputs to, among other
things, combat climate change, reduce
the use of pesticides and fertilizers,
improve food quality, reduce the cost
of production and make optimal use
of resources while maintaining or
increasing expected yields.

In South Africa, the commercial use of
AgriTech has generally been seen by way
of GPS-enabled tractors. Several industry
players are also developing solutions
aided by advances in drone, satellite and
information communication technology
and the Internet of Things. In spite of the
COVID-19 pandemic, AgriTech companies
in Africa enjoyed a prosperous 2020, with
projected numbers and capital inflows
on the rise. In South Africa, a company
specialising in the development of
precision farming technology recently
raised USS17 million. The company uses
artificial intelligence, drones and other
robotics to track and assess the health of
crops. A local cannabidiol (also known as
“CBD") company also concluded a recent
merger with an investment company, in a
deal that will see the combined company
valued at approximately R650 million.
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There are many examples across the
globe in which the use of AgriTech has
demonstrated its potential to help the
agricultural sector implement sustainable
farming practices, including:

e The use of GPS-based applications
using digital mapping technology which
assists farmers to survey their fields,
analyse soils, navigate tractors, monitor
growing crops and assemble accurate
data on yields. Modern GPS systems
could also make it possible to continue
with farming activities in darkness and
during poor weather.

e Drones and satellites which collect
aerial information to gather data on
climate and vegetation, and help with
stock monitoring issues.

e Smart hydroponics, which uses mineral
nutrient solutions to replace soil, is
another smart farming method that has
the potential to minimise inputs while
maximising yields.

Because of the increase in access to
information and intelligence that AgriTech
would make available to farmers, farmers
would be able to make more informed
decisions around not just production, but
also access to markets, new developments
and investment opportunities.

The role of regulation

AgriTech is not extensively regulated

in South Africa and there are currently

no restrictions on the introduction or

use of AgriTech in South Africa. Instead,
there is growing encouragement for

such technologies to be integrated in the
agricultural sector. This is evidenced by the
Draft Climate Smart Agriculture Strategic
Framework published by the Minister of
Agriculture, Forestry and Fisheries in 2018.
The Draft Framework outlined the need to
integrate AgriTech into farming practices.
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an investor-friendly
landscape and
increasing advances in
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underpinning AgriTech
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for this sector to
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During the 2021 State of the Nation Address,
South Africa’s President also noted that,
over the next five years, the Government
intends to reduce reliance on imports by
20%, largely in the manufacturing and
agriculture sectors. To achieve this goal,
serious consideration should be given

to integrating AgriTech solutions into
agricultural practices to increase efficiency.
This move could create more investment
opportunities into the agricultural sector
and pave the way for the development of
further AgriTech solutions.

Industry stakeholders have, however, raised
concerns regarding ongoing land reform
policies and the effect these could have on
the industry and investors’ appetite. There
is no present restriction on the acquisition
of land, including agricultural land, in
South Africa by a foreign party or by a
South African resident. However, the new
Regulation of Agricultural Land Holdings Bill
may change this, in that foreign nationals
and legal entities will no longer be able to
acquire agricultural land in South Africa,
subject to certain exceptions.

The move towards creating an
investor-friendly landscape in South Africa
is supported by the Exchange Control
Circular 1/2021 (Circular) published by the
South African Reserve Bank in 2021. This
Circular relaxes the restriction in respect of
loop structures, which are structures that

provide for the formation by a South African
resident of an offshore structure which, by
reinvestment into South Africa, acquires an
interest in a South African resident company
or asset. In terms of the Circular, the loop
structure prohibition applicable to South
African residents, which allowed them to
hold a maximum of 40% interest collectively
with other South African residents in an
offshore entity, will no longer apply. This
means they can now invest more freely in
South Africa, provided that where South
African assets are acquired through an
offshore structure (loop structure), the
investment is reported to an Authorised
Dealer of the Reserve Bank's Financial
Surveillance Department. This change

in the regulatory landscape can increase
investment in the development of AgriTech
and the agricultural sector at large.

The combination of an investor-friendly
landscape and increasing advances in

the smart technology underpinning
AgriTech is setting the scene for this

sector to continue growing. However,

for AgriTech to truly come to fruition

in South Africa, it will require dedicated
buy-in from not only investors and the
farming community, but also regulators and
government stakeholders.

Christoff Pienaar, Lee Shacksnovis
and Mieke Vlok

CDH's Agriculture, Aquaculture
& Fishing Sector Specialists

provide practical and commercial advice to help our
clients in this sector achieve their business objectives,
protect existing interests and maximise opportunities.

CLICK HERE TO READ OUR BROCHURE. @9
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Our BBBEE verification is one of several components of our transformation strategy and we continue to seek ways of improving it in a meaningful manner.
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