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into the fresh produce market

The Competition Commission has launched a public
market inquiry into the fresh produce market to examine
whether or not there are any features in the value chain
which lessen, prevent or distort its competitiveness.
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The Competition
Commission’s
inquiry into the fresh
produce market

The Competition Commission has
launched a public market inquiry
into the fresh produce market to
examine whether or not there are
any features in the value chain
which lessen, prevent or distort
its competitiveness.

By way of background, in

November 2021, the Commission
published a study on the levels of
concentration in the South African
economy. The purpose of the

study was to assess patterns of
concentration and participation.

It revealed that while large farms
make up just 6,5% of all farms in
South Africa, they accounted for 67%
of total income in 2017/18. There
was also a significant reduction in
the number of farming units over the
course of two decades.

Following the arrival of the COVID-19
pandemic and the declaration of

the National State of Disaster, the
Commission investigated a large
number of complaints relating

to “price-gouging conduct”.

Basic food and fresh produce
products accounted for the

vast majority of complaints and
subsequent investigations.

In terms of the Commission’s
records, of the 1,254 excessive
pricing investigations related to
COVID-19, 713 related to basic food
and fresh produce. This highlights the

importance of fresh produce as well
as the potential for abusive conduct
where market circumstances change.

The investigations and research
conducted by the Commission also
highlight various challenges faced

by fresh produce famers. These
challenges include, but are not limited
to: insufficient financial and technical
capabilities, a lack of operational
knowledge, the inability to create
economies of scale, low bargaining
power, a lack of market access, and
climate change.

On 25 March 2022, the Commission
published the draft terms of reference
for the Fresh Produce Market Inquiry.

The Commission has stated that

the Fresh Produce Market Inquiry

is fundamental to understanding

the state of competition within the
industry, the market features affecting
price outcomes, and the challenges
currently faced by farmers. The
Commission has further highlighted
the importance of the fresh produce
sector to the South African economy
and to the nutrition and welfare of
South African citizens.

The Commission has noted in

the draft terms of reference that
agriculture plays an important role
in the South African economy as it
contributes to food production, job
creation, raw material supply to the
agro-industrial and manufacturing
sectors, as well as export-driven
foreign exchange income. The
Commission has prioritised the food
and agro-processing sector in its
Prioritisation Framework since 2008
due to the sector being a source of
staple food and the its potential to
create job opportunities — thereby
serving as a driver of inclusive growth
in the economy.

THEMES TO BE CONSIDERED IN
MARKET INQUIRY

The Fresh Produce Market Inquiry

will focus on particular issues present
at each layer of the value chain. The
scope of the inquiry will cover aspects
from the sale of fresh produce by

the farmer to the customer (where a
customer is defined as “the retailer,
processor or export market”).
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In particular, the Commission has
identified the following themes for
determining which features of the
market may impede, restrict or distort
competition and market outcomes:

o Efficiency of the value chain:
This theme is centred around
determining how the value
chain and differing levels of
concentration at various levels,
including route to market, impact
on prices and efficiency, with a

focus on the fresh produce market.

e Market dynamics and the impact
of key inputs for growers: The
key inputs for growers include
fertilizers, seeds, agrochemicals
and farm equipment, which are, to
a large extent, imported or priced
based on international base prices
and could lead to significant cost
effects for growers. This theme is
centred around the upper end of
the production value chain.

Small and historically
disadvantaged growers and
participation: This theme

focuses on the lower end of

the production value chain. The
enquiry will assess the barriers to
entry specifically facing small and
historically disadvantaged growers
and issues around access to the
fresh produce market or retailers
through contract farming.

Barriers to entry in relation to

the requlatory environment: This
theme centres around the broad
regulatory environment present in
the fresh produce market.

The Commission has stated that

the scope of the inquiry will not
include the interaction of retailers
and end consumers and the sale and
distribution of processed products by
food processors.

Members of the public are invited

to submit comments on the draft
terms of reference by 25 April 2022,
following which the Commission will
review the submissions and publish
final terms of reference.

SHANDRE SMITH,
NELISIWE KHUMALO AND
ANDRIES LE GRANGE
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BBBEE STATUS: LEVEL ONE CONTRIBUTOR
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.

PLEASE NOTE

This information is published for general information purposes and is not intended to constitute legal advice.
Specialist legal advice should always be sought in relation to any particular situation. Cliffe Dekker Hofmeyr
will accept no responsibility for any actions taken or not taken on the basis of this publication.

JOHANNESBURG

1 Protea Place, Sandton, Johannesburg, 2196. Private Bag X40, Benmore, 2010, South Africa.
Dx 154 Randburg and Dx 42 Johannesburg.

T +27(0)11562 1000 F +27(0)11562 1111 E jhb@cdhlegal.com

CAPE TOWN
11 Buitengracht Street, Cape Town, 8001. PO Box 695, Cape Town, 8000, South Africa. Dx 5 Cape Town.
T +27(0)21 4816300 F +27(0)214816388 E ctn@cdhlegal.com

NAIROBI

Merchant Square, 3 floor, Block D, Riverside Drive, Nairobi, Kenya. P.O. Box 22602-00505, Nairobi, Kenya.
T +254 731086 649 | +254 204 409 918 | +254 710 560 114

E cdhkenya@cdhlegal.com

STELLENBOSCH
14 Louw Street, Stellenbosch Central, Stellenbosch, 7600.
T +27(0)21 481 6400 E cdhstellenbosch@cdhlegal.com

©2022 10985/MAR

CLIFFE DEKKER HOFMEYR

CLIFFE DEKKER HOFMEYR | cliffedekkerhofmeyr.com INCORPORATING
KIETI LAW LLP, KENYA


https://twitter.com/CDHLegal?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
https://www.linkedin.com/company/cliffe-dekker-hofmeyr-inc/
https://www.youtube.com/channel/UCvCNe1IiE11YTBPCFFbm3KA
https://www.cliffedekkerhofmeyr.com/en/news/
https://www.instagram.com/accounts/login/?next=/cdhlegal/

	Button 2: 
	Button 3: 
	Button 4: 
	Button 5: 
	Button 6: 
	Button 7: 


