The Limpopo Growth and Development Strategy (LGDS) is to adopt the development cluster value-chain approach, as a vehicle to raise the international competitiveness and investment rating of the Province, to combine public and private sector contributions to development and to align the interventions of various public development institutions for greater impact.

Clusters are critical masses, spatially concentrated and of unusual competitive success in a particular field.  They encompass an array of linked industries, from suppliers and providers of infrastructure to down-stream activities and service organisations.  They also include training, research and governmental institutions.  Competitive advantage within these clusters is driven not so much by the source and cost of inputs as by the productive use of inputs, which requires continuous innovation. 

Middle and low-income countries have traditionally competed in the world market with cheap labour and natural resources.  In order to move beyond this stage, the development of well-functioning clusters is essential. 

Promoting cluster formation will require policy attention to issues such as:

· Improving education and skills;

· Provision of essential infrastructure;

· Building capacity in technology;

· Opening access to capital markets, and

· Improving institutions / institutional efficiency.

Once a cluster begins to form, a self-reinforcing cycle promotes its growth.  Clusters improve competitiveness by increasing productivity, by driving the direction and pace of innovation and by stimulating the formation of new business.  It is therefore, the perfect context, within which to develop a strategy to promote economic growth, to create sustainable opportunities for local economic development and SMMEs; and to offer acceptable returns for investments in development. 

In practical terms, it means that the value-chains of the following two emerging agricultural development clusters have to be analysed.  The five non-agricultural clusters that are proposed in the LGDS are not included in this analysis. It should be noted, that these are by no means the only potential clusters within the various Districts.  Other development clusters should also be identified and promoted over time, but it is important to start with a manageable number in order to achieve the momentum required to extend the value-chains of each cluster.  

Fruit and Vegetable (Horticulture) Cluster.  

Expansion of current production and the Memoranda of Understanding for new fruit and vegetable processing facilities that were signed at the Investor Conference (August 2003) should form the anchor projects for this cluster.  The cluster value-chain should be extended up-stream to include the local production of inputs for the growing of selected fruit and vegetable commodities, such as plant material production, nurseries, pesticides and fertilisers (including organic fertilizers).  The value-chain down-stream includes processing, packaging and exporting.

Public sector interventions include the commercialisation of state farms, rehabilitation of community irrigation schemes, skills development among emerging farmers and the encouragement of public-private partnerships with established commercial farmers.  Improvements to logistical capacity and investment in plant biotechnology will also contribute significantly to increased competitiveness of this cluster.

Red and White Meat Cluster on all the corridors 
This cluster should build on current and emergent cattle and poultry production, as well as animal-feed production, and should be expanded to incorporate under-utilised facilities such as state farms.  Up-stream development opportunities include sorghum production by emergent farmers (a major substitute for maize), as a strategy to raise the competitiveness of animal-feed and meat production in Limpopo.

Down-stream activities should include improved efficiencies at abattoirs, as well as the packaging and distribution supply chain.  The growing trend towards game farming in the Province could lead to the lucrative venison market being incorporated into this proposed cluster. Business plans that have recently been compiled for increased goat production in Limpopo also form part of this cluster.

Public sector interventions should include the commercialisation of state farms, skills development among emerging livestock farmers and the encouragement of Public-Private-Partnerships with established commercial farmers.

The following methodology was adopted for the analysis of the cluster value-chains since April 2004.  

1.
Illustrate the cluster value-chain graphically with the main production activity in the centre.  Quantify the economic value and impact of the current main activity.  Illustrate and quantify the existing links up-stream, in terms of inputs and services to the main production activity, and down-stream, in terms of value-adding activities.

2.
Identify opportunities for new production, expansion of existing production and for efficiency improvements along the value-chain.  Illustrate links with neighbouring provinces and countries.

3.
Ring fence opportunities for SMME and for poverty reduction within the cluster development opportunities identified in step two above.

4.
Identify infrastructure and logistical improvements that could increase the competitiveness of the cluster value-chain.  

5.
Identify skills development and institutional improvements that could increase the competitiveness of the cluster value-chain.

6.
Illustrate the entire cluster value-chain in GIS format.

7.
Incorporate the cluster value-chain and its development opportunities (investment, SMME, poverty reduction, infrastructure, as well as skills and institutional development) in the district and municipal IDPs.

8.
Reflect the role of national and provincial departments regarding each cluster value-chain in the departmental strategic plans and budgets.

9.
Prepare and implement business plans for each opportunity as part of the district and municipal LED processes.  (See Annexure  for a proposed business planning approach)

10.
Establish a mechanism to monitor the progress and development impact of each 
cluster value-chain.
(A process of integrated planning involving planners from local, provincial and national government, as well as outside stakeholders, was applied in developing the various cluster value-chains).

Cluster value-chain analyses were at an advanced stage by August 2004 and were discussed with provincial departments, districts and municipalities.  These analyses also formed the basis for Sector Summits that were held between August – September 2004, involving private sector participants in the agriculture, mining and tourism sectors.  The competitive cluster value-chain approach has been adopted and is supported by all stakeholders.  The following resolutions were taken to inform the way forward:


General resolutions


· Working groups comprising government, labour and business should be established for each of the proposed cluster value-chains, in order to accelerate the cluster development process.  Relevant districts and municipalities should be represented on the cluster working groups.  These cluster working groups should have access to project management capacity and should be co-ordinated by an executive provincial cluster working group;

· Infrastructure, including water, transport, electricity and ICT should be upgraded to improve integration, productivity and competitiveness within and across each cluster;

· Education and training institutions should provide skills development programmes that contribute to improved productivity and competitiveness within each cluster;

· Research and development should be increased to promote new product (opportunity) development and to improve competitiveness of the proposed clusters;

· Investment promotion, LED project identification and provincial marketing should reflect the cluster priorities;

· Business plans are required for each new development opportunity within every cluster and these business plans should reflect the issues raised above, as well as the proposed project contribution to job-creation, to SMME promotion, to gender issues and to 
Black Economic Empowerment;

· These business plans should be incorporated into departmental strategic plans and IDPs at the district and municipal levels, and

· In anticipation of the financing strategies that will have to be part of the business plans, a workshop is required to identify and deal with the issues that constrain access to finance in all sectors and across the entire spectrum of business activity from SMME to major corporate projects. The entire spectrum of financing institutions would therefore, need to participate in the workshop and in its resolutions. 


Agriculture Summit resolutions
· See the generic resolutions above;

· The emotive dimension of land claims should be balanced with the need to retain 
and even improve productivity in agriculture.  Models that provide win-win 
solutions for all stakeholders at the farm claim level should therefore, be 
considered;

· The issue of food security should be incorporated into the agriculture cluster value 
chains, and

· Rural feeder roads should also receive priority within a cluster context in order to 
facilitate access to markets.

