Journal of Southern African Studies, 2017 g Routledge
Vol. 43, No. 3, 447-470, http://dx.doi.org/10.1080/03057070.2016.1214020 ROW Toorfrands roup

The Political Economy of Sugar in Southern
Africa — Introduction

ALEX DuBB
(Institute of Poverty, Land and Agrarian Studies, University of the Western Cape)

IAN ScOONES

(Institute Of Development Studies, University of Sussex)

PuiLip WoODHOUSE

(Global Development Institute, University of Manchester)

In this introductory paper we review historic and contemporary development of sugar cane
production across the southern Africa. We argue that the region’s sugar industry provides a
useful lens through which to understand current dynamics of corporate capital and agricultural
production in Africa. We identify three distinct elements of political-economic analysis: first,
the operation of logics of capital investment in different settings; second, the nature of state
policies and politics in different national contexts; and third, local processes of production,
accumulation and livelihoods, including effects on labour and social differentiation. The paper
draws on the empirical cases from seven southern African countries presented in this collection.
It highlights the rapid concentration of corporate control by three South African companies
over the past decade, but also a diverse set of outcomes contingent on local context. This is
particularly evident in the nature of ‘outgrower’ sugar cane production which is found in all
cases but constituted in different places by quite different social categories in terms of wealth
and scale of production. We argue that common stereotypes of corporate investment as either
‘win—win’ or as a ‘land grab’ rarely apply. Rather, the nature and outcomes of ‘outgrower’
systems needs to be understood as a manifestation of context-specific political-economic
relationships between corporate capital, national governments and a variety of local holders
of capital, land and labour.

Introduction

The past decade has witnessed an upsurge in interest in the relationship between corporate
capital and agricultural production in Africa. This is frequently characterised by acutely
polarised debates, as exemplified by the ‘land grab’ literature. At issue is the role of capital
investment in large-scale agriculture, the role of the state, and the balance achievable between
costs, such as displacement of existing land users, and benefits such as improved agricultural
output and higher incomes from agricultural employment.'

Yet the impacts and consequences of such capital investments are highly varied. Sugar,
as a dominant feature of such investments in southern Africa, is a useful lens on this and
wider debates surrounding them, as explained below. The cases in this special issue — from

1 K. Deininger and D. Byerlee, ‘The Rise of Large Farms in Land-Abundant Countries: Do They Have a Future?’
World Development, 40 (2012), pp. 701-14.
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seven countries across the region — show how negotiations with capital are highly contingent
and context-specific. Looking across the cases, we argue that we can understand the varied
outcomes of expanding sugar production in southern Africa through an examination of the
intersections of three political-economic processes. First, the operation of the logics of capital
and investment in different settings; second, the playing out of state politics in different national
contexts; and third, local conditions and livelihoods, including the role of labour and social
differentiation that generate different patterns of production, accumulation and investment.
Across the cases, we see the re-emergence of ‘outgrowers’ as a central feature of new production
arrangements. Yet these take enormously varied forms across the region. There are, as a result,
diverse consequences for livelihood opportunities, labour conditions and gender relations.
Making sense of these dynamic and complex processes reveals important implications for
understanding the relationships between capital, agrarian change and economic development,
under different labour regimes in southern Africa’s fast-changing commercial agriculture.?

So why is sugar in southern Africa a good lens on these themes? This collection presents
a multiplicity of examples of large-scale commercial agricultural investments, allowing the
assessment of such investment to be located within a wider political economy, linked to a
particular and important commodity. This complements other more general work on ‘land
deals’, which emphasises the diverse processes of land acquisition, financing and investment
involved.? Sugar cane production covers more than half a million hectares spread across seven
countries in southern Africa, and total cane harvested in the region has grown 80 per cent over
the past 20 years, with significant implications for land and water use in the region. Unlike
other recent corporate-led agricultural investments, sugar cane has a long history in the region,
linked to long-term state support involving financing, infrastructure development and political
backing. Since its origins in Natal, outgrowers linked to core estates and mills have been central
to the production system. A close examination of such arrangements that have now expanded
across the region allows for a critical interrogation of the ‘win—win’ narrative often promoted
around this business model.

Sugar cane production in southern Africa may be interpreted as both commercial and
‘developmental’: much of this growth has taken place in the poorest countries of the region,
driven by commercial investments by South Africa-based companies due to the takeover, but
supported by governments and donors as a means of bringing employment and skills needed by
amodern agricultural and industrial sector. For national governments in the region, commercial
investment has offered an opportunity to rehabilitate degraded infrastructure and productive
capacity, increase direct employment and supply opportunities for local land holders in addition
to augmenting its tax base while raising scarce foreign exchange from export earnings. For
corporate investors, the expansion of production in ‘least developed countries’ in southern Africa
not only provided attractive terms of access to extensive land and water resources, but has been
further buttressed by short-run access to the European Union’s internal market. This offered
higher prices for sugar until recently, and opportunities to take advantage of the speculative

2 R. Smalley, ‘Plantations, Contract Farming and Commercial Farming Areas in Africa: A Comparative Review’,
Land and Agricultural Commercialisation in Africa (LACA) project workstream, FAC Working Paper no. 055
(Brighton and Nairobi, Future Agricultures Consortium, 2013).

R. Hall, ‘Land Grabbing in Southern Africa: The Many Faces of the Investor Rush’, Review of African Political
Economy, 38, 128 (2011), pp. 193-214; B. White, S.M. Borras Jr, R. Hall, I. Scoones, and W. Wolford ‘The New
Enclosures: Critical Perspectives on Corporate Land Deals’, Journal of Peasant Studies, 39, 3 (2012), pp. 619-47;
W. Wolford, S. M. Borras Jr, R. Hall, I. Scoones and B. White (eds), ‘Governing Global Land Deals: The Role
of the State in the Rush for Land’, Development and Change, 44, 2 (2013), 189-210; R. Hall, I. Scoones and
D. Tsikata., Africa’s Land Rush: Rural Livelihoods and Agrarian Change (Woodbridge, James Currey, 2015).
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boom surrounding biofuel production, by virtue of sugar cane’s peculiar potential as a ‘flex
crop™ for both sugar and ethanol production. In the longer run, the reduction of both EU and
world ethanol prices since 2006 has meant that commercial viability of sugar cane production
is now ever more dependent upon the growth, protection and, in the case of ethanol, creation
of southern Africa’s domestic and regional markets, making sugar in regional economies a
crucial factor.

Markets for both sugar and ethanol are controversial. The association of sugar consumption
with social change since the industrial revolution’ and consequences for poor health,
environmental damage and negative social impacts continue to raise questions about future
demand for sugar.® The use of agricultural biofuels to provide alternatives to fossil fuels is no
less controversial.” The high demand of sugar cane for water, often a more scarce resource for
agriculture in southern Africa than land,? raises questions about whether other crops should
take priority in the allocation of investment for the irrigation that supports nearly all sugar cane
production in the region. These are important concerns, but under prevailing market conditions
southern Africa possesses advantages in sugar cane production that make the region one of
three or four ‘low-cost’ production centres in the world.’

Ideal growing conditions under irrigation, with long seasons in subtropical conditions,
mean high yields of cane, good sugar content and maximum utilisation of mill capacity. Large
estates allow lower costs by reducing haulage distances to mills, combined with concentrated
management. In the recent past, preferential access to the European market, and expanding
domestic markets — also with prices higher than the world market — enabled sugar companies
to balance revenue streams from two markets and make a profit. However, with disappearing
preferential access to a European market in which prices are also declining as high-yielding
sugar beet competes with cane,'’ sugar companies in southern Africa increasingly look to
regional markets, including eastern and central African regions, including the Democratic
Republic of Congo, Kenya and Tanzania, along with growing markets in southern Africa.

Compared to largely rain-fed production in Brazil, the southern African irrigated estate
system (predominating outside Natal) — now with increasing numbers of smallholder outgrowers
sharing the market risks — remains competitive. As in the past, this requires state support, as the
case studies show,!! but the relatively small scale of southern African production on the global

4 ‘Flex crops’ and commodities ‘have multiple uses (food, feed, fuel, fibre, industrial material, etc.) that can be
flexibly inter-changed’ to take advantage of changing markets, policies or technology. Examples include sugar
cane, soya, oil palm and maize. S.M. Borras, J. Franco, S. Isakson, L. Levidow and P. Vervest, “The Rise of Flex
Crops and Commodities: Implications for Research, Journal of Peasant Studies (2015), doi:http://dx.doi.org/
10.1080/03066150.2015.1036417.

S. Mintz, Sweetness and Power: The Place of Sugar in Modern History (New York, Viking Penguin, 1985).
Attribution of growing health problems, such as obesity and diabetes in wealthy economies, to sugar consumption
has grown over the past decade. See, for example: T. O’Callaghan, ‘Sugar on Trial: What You Really Need to
Know’, New Scientist (2015), 30 January. A wider discussion linking to social and environmental concerns is also
emerging: see K. Hashem, L. McDonald, J. Parker, A. Savelyeva, V. Schoen and T. Lang, Does Sugar Pass the
Environmental and Social Test? (London, City University, Food Research Collaboration, 2015).

7 S.M. Borras Jr, P. McMichael, and 1. Scoones ‘The Politics of Biofuels, Land and Agrarian Change: Editors’
Introduction’, Journal of Peasant Studies, 37, 4 (2010), pp. 575-92.

8 P. Woodhouse, ‘New Investment, Old Challenges: Land Deals and the Water Constraint in African Agriculture’,
Journal of Peasant Studies, 39, 3 (2012), pp. 777-94.

9 G.Tyler, ‘The African Sugar Industry: A Frustrated Success Story’, background paper for the Competitive Commercial
Agriculture in Sub-Saharan Africa Study funded by the World Bank (Washington, DC, World Bank, 2008). Available at
http://siteresources.worldbank.org/INTAFRICA/Resources/257994-1215457178567/Ch6_Sugar.pdf,  retrieved
7 July 2015.

10 R. Smithers, ‘Fairtrade Sugar Blues Bring Down Ethical Scheme’s Total Sales’, 29 February 2016. Available at
http://www.theguardian.com/business/2016/feb/29/fairtrade-sugar-blues-bring-down-ethical-schemes-total-sales,
retrieved 1 March 2016.

Clearly both current and historical state investment has a big impact on ‘comparative advantage’. This is the case in
southern Africa, as it is elsewhere. India, for example, continues to subsidise sugar production heavily. Exchange
rates also affect international competitiveness, and this has made Brazil’s sugar cheaper in recent times.
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stage means it is subject to political and economic decisions taken by major producers such
as Brazil, India or Thailand. In the last few decades, Brazil has come to dominate the global
production, producing over 700 million tonnes of cane, double that of India, and dwarfing the
production from southern Africa, where the largest producer, South Africa, produces around 18
million tonnes, and Swaziland, Zambia or Zimbabwe, only four to five million tonnes each.'
The global market has changed significantly in the last 20 years or so. European exports have
declined significantly, as the European regional market has expanded, while Brazil’s have grown
massively, with around 25 million tonnes exported annually, responding especially to growing
consumption in fast-growing economies, including China."” Domestic demand in Brazil is large,
and a state-supported focus on biofuels and ethanol production provided a huge boost, with
exports of biofuels expanding too. However, rapid expansion, including investment by large
global agribusiness corporates, has resulted in large debts in the industry, and changing global
economic conditions — as well as exchange rates — are putting huge pressures on Brazilian
sugar businesses.

The southern African sugar industry operates as a small player in this global context. It
must rely on a largely regional market, particularly with declining support from European
trade agreements, and protect itself from ‘dumping’ of cheap sugar from elsewhere. In addition
to favourable climatic conditions in much of the region, its relative competitiveness depends
critically on continued long-term, state-supported infrastructural development for irrigation,
growing demand in both domestic and regional markets for sugar products including ethanol,
and capital-intensive technological capacity for sugar cane processing. Although operating in
a very particular context and on a small scale compared to Brazil or India, southern African
sugar production is one of the comparatively rare internationally competitive agro-industries in
sub-Saharan Africa, making it an especially significant route to understanding the contemporary
drive to commercialise agriculture through large-scale investments.

In this introductory paper we will briefly chart the historical development of sugar cane
production in southern Africa and outline current dynamics, introducing briefly the different
papers in the issue. We seek to understand the particular form sugar production takes by
looking at the intersection of three dimensions. First, the logics of capital and the investment,
production and market strategies of (mostly) South African companies; second, the national
political economies across the seven country cases, and the particular roles taken by different
states (sometimes in relation to international donors); and third, the local conditions, including
the availability of land and water, and in particular differentiated ‘smallholder’ livelihood
strategies, and their role as outgrowers. Different types of outgrower arrangement — a central
feature of production-marketing systems across the region — are in turn explained in relation
to these intersections. By taking a regional and comparative approach, we aim to illuminate
the complex regional geographies of sugar, the relationships between state politics, agrarian
dynamics and capital, and the diverse impacts on land, livelihoods and economy.

A Brief History of Sugar in Southern Africa

Situating contemporary dynamics within a longer history of sugar in the region is essential to
understand current shifts between estate-based plantation production and different forms of
planter or outgrower arrangements. Differing across the seven countries, the inherited structures
of land ownership, labour regimes, market arrangements and investment patterns, as well as the
close relationships between external investment capital and state politics, profoundly influence
today’s patterns. The following sections therefore provide a very brief history to set the scene.

12 See Food and Agriculture Organization of the United Nations, ‘FAOSTAT’ (Rome, FAO, 2015) for data up to 2013, at
http://faostat3.fao.org/browse/Q/QC/E, retrieved 5 July 2016.
13 B. Richardson, Sugar (Cambridge, Polity Press, 2015, pp. 69-70).
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From Colonial to National Regimes

Sugar production in southern Africa originated with plantations established on Mauritius at
the same time as the Caribbean slave plantations that marked the early European colonial
expansion during the eighteenth century. Sugar planting and processing technology was
subsequently transferred by immigrants from Mauritius in the mid-nineteenth century'* to
Natal. There the authorities recognised the potential contribution of sugar to the colony’s
economy and supported its expansion through imposition of import controls and arrangements
for indentured labour to be brought from India to work on the Natal plantations.” By the
1890s, sugar plantations using local conscripted labour under the prazo system'® had also been
established in central Mozambique, dominated by the British capitalist J.P. Hornung’s Sena
Sugar Estates.!” Following the end of the Boer war, the growing industrial and urban market
in South Africa justified the Natal government’s expansion of sugar production through loans
for construction of new sugar mills,'® and demarcation of farms in Zululand for white settlers,
drawn from Natal’s urban middle class as well as war veterans. This marked a break with the
integrated model of production where cane production and milling were organised within a
single estate. Instead, capital employed in cane production and in milling formed two separate
constituencies, ‘planters’ and ‘millers’, competing with one another for profit margins and for
influence over government policy.

The tensions between these two, in which the millers’ powers of effective monopsony were
balanced by planters’ unions’ greater political sway with the government’s Board of Trade and
Industry, shaped the regulation of the industry in South Africa until the end of apartheid. Two
main features of this were enshrined in the Sugar Act of 1936 and its subsequent amendments.
The first related to a pricing system known as the Division of Proceeds, which allocated the
national sugar revenue according to average costs incurred by miller and planter sections (with
further provision of additional redistribution mechanisms for smaller planters and millers)®.
The second related to the creation of a dual market: a protected home market characterised by
centralised, quantitative controls on production together with quotas allocated to individual
producers on the basis of pro rata shares of national production;?® and an export market of
fluctuating world prices into which the remainder was sold by a single industry agency. The
industry’s exposure to the latter resulted in periods of expansion in response to high international
prices, followed by periods of chronic ‘overproduction’ and depressed prices.

14 D. Lincoln, ‘The Historical Geography of the Southern African Development Community’s Sugar Protocol’, Illes
I Imperis, 9 (2006), pp. 117-30.

15 R. Halpern, ‘Solving the “Labour Problem”: Race, Work and the State in the Sugar Industries of Louisiana and
Natal, 1870-1910’, Journal of Southern African Studies, 30, 1 (2004), pp. 19-40; P. Richardson, ‘The Natal Sugar
Industry, 1849-1905: An Interpretative Essay’, Journal of African History, 23, 4 (1982), pp. 515-27.

16 The prazo system involved the delegation of government to commercial companies in defined areas, or concessions.

17 J.Head, State, Capital and Migrant Labour in Zambezia, Mozambique: A Study of the Labour Force of Sena Sugar
Estates Limited’ (PhD thesis, University of Durham, 1980); A. Roberts, ‘Portuguese Africa’, in A. Roberts (ed.)
The Cambridge History of Africa Volume 7: From 1905 to 1940 (Cambridge, Cambridge University Press, 2001);
M. Newitt, A History of Mozambique (Bloomington, Indiana University Press, 1995).

18 D. Lincoln, ‘Settlement and Servitude in Zululand, 1918-1948’, International Journal of African Historical Studies,
28,1 (1995), pp. 49-67; A. Minaar, Ushukela: A History of the Growth and Development of the Sugar Industry in
Zululand, 1905 to Present (Cape Town, Human Sciences Research Council Press, 1992); Richardson, “The Natal
Sugar Industry, 1849-1905°.

19 R. Davies, D. Kaplan, M. Morris, and D. O’Meara, ‘Class Struggle and the Periodisation of the State in South
Africa’, Review of African Political Economy, 7 (1976), pp. 4-30; Board of Trade and Industries, The Sugar
Industry: Review (Pretoria, Government Printer, 1931).

20 J. Tinley and B. Mirkowich, ‘Control in the Sugar-Cane Industry of South Africa’, Journal of Farm Economics,
23,3 (1941), pp. 537-49.
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Expansion and Modernisation

The 1930s saw expansion of cane growing areas by the Tanganyika Planting Company in 1931,
and by the Rhodesia government in partnership with private interests at Triangle, and a refinery
(Rhodesia Sugar Refineries) established by Sena Sugar at Bulawayo in 1935.%! However, it was
not until after the Second World War that expansion of sugar production in southern Africa took
off, prompted by preferential market access to Britain for colonies and former colonies under
the Commonwealth Sugar Agreement (CSA) of 1951. A further plantation was opened in 1956
at Kagera in Tanganyika, and UK sugar refiner Tate and Lyle established a sugar cane plantation
in 1953 at Chirundu, on the south bank of the Zambezi, and a refinery at Ndola, as well as
taking over Rhodesia Sugar Refineries. The Colonial (later Commonwealth) Development
Corporation (CDC) established plantations in Swaziland in the 1950s at Ubombo and Mhlume,
the latter in partnership with South African company Huletts in 1958.

Further expansion in the 1960s was shaped by South Africa’s exit from the Commonwealth
in 1961 (thus losing its 200,000-ton sugar quota under the CSA) and the Unilateral Declaration
of Independence (UDI) by the settler regime in Southern Rhodesia in 1965. In both territories,
sugar cane expanded following similar patterns: government subsidy for irrigation infrastructure
in lowveld areas (Malalane (formerly Malelane) in the East Transvaal, and Hippo Valley and
Triangle in Southern Rhodesia), to be used for white settlers on medium- to large-scale farms
and with significant private sector investment (TSB?? in Malalane, and Anglo American and
Tate and Lyle in Hippo Valley/Triangle). These irrigated developments took place against a
backdrop of more general expansion of sugar cane plantations and factory capacity within
South Africa as a response to favourable international sugar prices.?

However, UDI also saw Tate and Lyle move its cane production north to Nakambala to
form the Zambia Sugar Company, and subsequent foreign investment in sugar production
became increasingly focused outside the minority-government territories, and in the newly
independent southern African states. Lonrho established the Sugar Corporation of Malawi and
in 1969 took over the Ubombo estates in Swaziland.>* CDC established the Vuvulane outgrower
scheme in Swaziland in 1962, and also, in partnership with the World Bank International
Finance Corporation and Dutch commercial partners, the Kilombero Sugar Company estate
and outgrower scheme in Tanzania.?

In contrast to the South African industry based on rain-fed production in Natal, post-war
investments in sugar cane production in the wider southern African region were primarily based
on irrigated production, with consequently higher potential productivity, but also higher costs,
than the Natal growers. In all such cases, external capital was combined with state support, often
involving considerable investments in irrigation infrastructure, as well as the provision of land.

Nationalisation, International Price Volatility and Smallholder Production
The development of sugar through the 1970 and 80s was inevitably influenced by wider
recessionary tendencies in the international economy that followed ‘shocks’ engendered by oil

21 P. Chalmin, The Making of a Sugar Giant: Tate and Lyle, 1859—1989 (London, Routledge, 1990); A. Mlambo and
E.S. Pangeti, The Political Economy of the Sugar Industry in Zimbabwe 1920-90 (Harare, University of Zimbabwe
Publications, 1996); C. Robertson, ‘Development of the Sugar Industry in Southern Rhodesia’, Proceedings of the
South African Sugar Technologists’ Association, 28 (1954), pp. 12-25.

22 Transvaal Suiker Beperk (TSB) was established in 1967. In 2014 it was sold by its parent company, Remgro, to
Rainbow Chicken Ltd (RCL), also a Remgro subsidiary. In 2016 the TSB name disappeared, and the company
became known as RCL Foods Sugar and Milling Division (see http://www.rclfoods.com/sugar-milling-division,
retrieved 5 July 2016).

23 Nedbank, Sugar and the South African Sugar Industry: A Critical Assessment (Johannesburg, Nedsual Economic
Unit, 1974); F. Van Biljon, Commission of Inquiry into the Sugar Industry (Pretoria, Government Printer, 1970).

24 J. Gosnell, ‘The Story of Lonrho Sugar and Rene Leclezio’, Proceedings of the South African Sugar Technologists’
Association, 79 (2005), pp. 96-113.

25 J. Kalyalya, ‘A History of Nakambala Sugar Estate 1964-84’ (MA thesis, University of Zambia, 1988); Mlambo
and Pangeti, The Political Economy of the Sugar Industry in Zimbabwe 1920-90.
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price peaks and falling commodity prices. Two brief but unprecedented rises in the international
price of sugar, first in 1974 and then in 1980, stimulated expansion in many countries in
southern Africa and elsewhere. The effects of the subsequent prolonged decline in prices
during the 1980s were increasingly differentiated according to whether producers had access
to European preferential markets under the Lomé (1975-1999) and Cotonou (2000) trade
agreements between the European Community and the African, Caribbean and Pacific (ACP)
group of countries. The importance of these agreements would be further emphasised by the
final breakdown of the International Sugar Agreement®® in 1985.

Against this international market background, the sugar industry was also heavily influenced
by political developments in the region. First, the regional economy was disrupted by the
underlying tensions of South Africa’s minority government, particularly as newly independent
states opposed to apartheid explicitly sought to establish, through the Southern African
Development Coordination Conference (1980), economic cooperation and security independent
from South Africa. The establishment of this ‘frontline’ was met with a South African campaign
of destabilisation and insurgency that resulted in huge human and economic damage, notably
in Mozambique, where agricultural production collapsed. In terms of sugar production,
Mozambique had been the largest producer outside South Africa, producing 300,000 tonnes
per year in the mid-1970s, but only 25,000 tonnes per year a decade later.

Outside Mozambique, the politics of sugar production were increasingly differentiated
according to the industry’s role in the national economy, and in particular whether it was
oriented primarily towards national or export markets. In Zambia and Tanzania, post-
independence governments sought to maximise government revenues, often through state
ownership of the industry, while simultaneously ‘socialising’ sugar production by promotion of
schemes to include small-scale outgrowers, as well as keeping sugar prices low for consumers.
In both countries, pan-territorial price controls were associated with the state acquiring a
controlling stake in privately owned sugar companies. Despite this ‘nationalisation’, however,
the management of the industries was contracted to private sector partners: Tate and Lyle in
Zambia, and Handelsvereeniging Amsterdam (HVA) in Tanzania. The sugar industry in both
countries was thus publicly owned, but privately managed. Moreover, further expansion of
sugar cane production, such as Tanzania’s establishment of a second Kilombero mill (‘KII”*)
at Ruembe, remained dependent on foreign funding.?’

From the second half of the 1970s to the mid-1980s, in a context of oil price volatility,
plummeting commodity prices and consequent balance of payment deficits and currency
instability, the nationalised industries were subject to increasing taxation. There was a
proliferation of parallel sugar markets, and scarcity of foreign exchange to pay for capital
equipment and spare parts. Together with growing pressure from international financial agencies
for reduction of state budgets, these pressures would ultimately see Zambia relinquish consumer
price controls in 1982. Tanzania followed in 1988, when prices were allowed to reflect the costs
of production plus a target rate of return. Following liberalisation of prices, operating profits
nearly trebled in Zambia, while Tanzania witnessed a more than sixfold increase in prices up
to 1992, with tax revenues also increasing.”

In contrast to the Zambian and Tanzanian industries, which primarily supplied their national
markets, export-led sugar production in Malawi and Swaziland (predominately run by Lonrho),
grew rapidly, largely due to preferential access quotas to the markets of the EU (20,000 tonnes

26 The International Sugar Agreement operated in various forms after 1953 to stabilise world sugar prices by allocating
quotas to producing countries. The last such effort, in 1977, was abandoned in 1985, and was replaced in 1992 by
an agreement whose aims are limited to research and information about sugar, not the regulation of trade.

27 Netherlands Development Corporation (NDC), Sector Aid and Structural Adjustment: The Case of Sugar in
Tanzania. NDC evaluation report (Amsterdam, NDC, 1992).

28 T. Ramasubban, ‘An Econometric Analysis of Consumer Demand for Sugar in Tanzania’, The Developing
Economies, 21,2 (1983), pp. 160-83.
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for Malawi and 120,000 tonnes for Swaziland) and US (17,000 tonnes for Malawi). In both
countries, government involvement was also strong. In Malawi, Lonrho’s SUCOMA enjoyed
an effective monopoly and close relations with President Hastings Banda, and influence over
government-set sugar prices. A second mill and estate at Dwangwa was established in 1978
by a consortium comprising Lonrho, Press Holdings (Banda’s personal company) and the
state Agricultural Development and Marketing Corporation (ADMARC). CDC remained an
important funder, for this and for further expansion of outgrower production managed by
the newly formed Smallholder Sugar Authority. Production and exports doubled, and sugar
contributed 16.5 per cent of all Malawi’s foreign exchange in 1976, as well as being an important
source of patronage for the president and his party.”

In Swaziland, where almost all production earned the high prices paid by the EU market,
the Swazi monarchy took a direct 40 per cent stake in Ubumbo in 1973 through the king’s
personal trust Tibiyo Taka Ngwane, in return for allowing the expansion of a further 2,000
hectares (ha) of sugar cane. Further growth in royal sugar interests followed in 1977: a 50 per
cent stake in Mhlume was acquired from CDC, and the Royal Swaziland Sugar Corporation
was established with a new mill and 9,000 ha for sugar cane production at Simunye financed
by an international investor consortium. The expansion saw Swaziland overtake Zimbabwe as
the region’s largest producer outside South Africa, with sugar accounting for 43 per cent of
the Swaziland’s exports and 50 per cent of its foreign exchange.*

During UDI in Southern Rhodesia, loss of export markets due to sanctions was initially offset
by an expanding local market for sugar, and diversification at both Hippo Valley and Triangle
into cattle ranching, citrus and animal feed production; and by the mid-1970s, government
price support and alternative export routes for 50 per cent of the sugar output meant that overall
production had surpassed pre-UDI levels.* Independence in 1980 saw Zimbabwean sugar
gain formal access to EU and North American markets, as well as those of southern African
importers (Botswana and Mozambique). However, prolonged drought during the 1980s curtailed
water supply for irrigation and limited output. Triangle had initiated ethanol processing by
1980, but lack of sufficient molasses and the low prices paid by the National Oil Company of
Zimbabwe limited its development. As in Zambia and Tanzania, government policy to maintain
low domestic sugar prices ultimately led to opposition from the industry, whose political
influence had been enhanced by the incorporation of African outgrowers in 1980 at Mkwasine
Estates where 120 outgrowers were settled on 10-ha irrigated plots. Their numbers had grown
to almost 200 in 1989, and in all likelihood formed a key lobby for the removal of government
price controls in early 1990.%

In South Africa, while the 1970s and 1980s marked a moment of maximum isolation
from the rest of southern Africa, some trends in the sugar industry were quite similar. In
particular, expansion of production (initially due to high international prices in the early
1970s) increasingly featured cane production by small-scale African outgrowers. The industry
launched the ‘Financial Aid Fund’, a revolving credit scheme oriented towards promoting
small-scale production in Bantustan areas. For the milling companies, support to small-scale
growers via subsidiary ‘development companies’ proved particularly advantageous, since it
provided a means to leverage government funding (via Bantustan agricultural development
agencies) and also to claim their own ‘development company’ expenditures as costs to be

29 J. Lwanda, ‘Kwacha: The Violence of Money in Malawi's Politics, 1954-2004", Journal of Southern African
Studies, 32, 3 (2006), pp. 525-44; Tyler, ‘“The African Sugar Industry: A Frustrated Success Story’; World Bank,
‘Malawi: The Development of the Agricultural Sector’, report no. 3459-MAI (Washington DC, World Bank, 1981).

30 J. Daniel, ‘“The Political Economy of Colonial and Post-Colonial Swaziland’, South African Labour Bulletin, 7
(1982), pp. 90-113; H. Simelane, ‘The State, Landlords, and the Squatter Problem in Post-Colonial Swaziland’,
Canadian Journal of African Studies, 36, 2 (2002), pp. 329-54.

31 Mlambo and Pangeti, The Political Economy of the Sugar Industry in Zimbabwe 1920-90.

32 Ibid.
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accounted in the Division of Proceeds — effectively at the expense of the white planters. The low
international sugar prices in the 1980s meant that an increasingly indebted industry succumbed
to rationalisation, particularly the elimination of transport subsidies and the exit of many white
planters. Government eagerness to legitimate Bantustans with the promise of ‘development’
resulted in further expansion of production by small-scale black growers to substitute that of
white planters who were dropping out, while miller facilities grew progressively more capital
intensive.*

Contemporary Political Economy Dynamics

This history of sugar production has shaped the contemporary political economy. International
capital, through a variety of routes, is well embedded in the southern African sugar sector,
although with varying relationships with state politics and finance. External market conditions
and the preferential access to the European market have also massively influenced the trajectory
of investments, while political imperatives across the region pushed for the incorporation of
‘smallholders’ through a variety of outgrower schemes. These look very different to the classic
Natal model of large-scale planters, and have increasingly been key to both the interests of
capital and the state, and so are essential in understanding the contemporary political economy
of sugar in the region.

A regional analysis by Alex Dubb follows this introduction. This examines data available for
the operations of the South African company Illovo, and analyses patterns of accumulation by
corporate capital across the region. It suggests that these can be explained by the intersection
of two different types of relationship, broadly described as those of production and those of
trade, and their varying configuration in different national contexts. Following this cross-country
analysis is a series of country-based papers.

Across the seven cases, outcomes have been varied. While the logics of capital, in a relentless
search for stable profit, are evident, the particular negotiations and articulation within national
political economies have been as varied as the contexts themselves. This has resulted in different
livelihood outcomes, and different ways that local production and labour have been incorporated
through diverse ‘outgrower’ schemes.

Blessings Chinsinga examines the latest episode of Malawi’s engagement with sugar capital
through a detailed analysis of the ‘Green Belt Initiative’, a government programme aimed
at boosting irrigated production in which processes of acquisition of ‘customary’ land and
its reallocation as irrigated outgrower plots have heightened political tensions over social
differentiation. There are papers by Emmanuel Sulle on Kilombero, Tanzania; by Paul James
and Philip Woodhouse on Nkomazi, South Africa; by Chrispin Matenga on the Magobbo
scheme, Zambia; by Ian Scoones, Blasio Mavedzenge and Felix Murimbarimba on Hippo
Valley, Zimbabwe; and by Alan Terry and Mike Ogg on Swaziland; these reveal a range of
different variants of the promotion of sugar cane through ‘outgrowers’. The central importance
of outgrowers across countries points to common political and economic dynamics at work.
Outgrowers have become essential to investors, and the extension of capital through sugar

33 A. Rorich, Report of the Commission of Inquiry into the Sugar Industry (Pretoria, Government Printer, 1982);
A. Schaffer, ‘The Development of Small Cane Growers in the South African Sugar Industry’, paper presented
at the Southern Africa Labour and Development Research Unit (SALDRU) Farm Labour Conference, Cape
Town (September 1976); A. Vaughan and A. Mclntosh, ‘State and Capital in the Regeneration of a South African
Peasantry’, Canadian Journal of African Studies, 27, 3 (1993), pp. 439-61; A. Vaughan, ‘Commercial Cane
Production in KwaZulu: A Modernising Initiative?’, paper presented at the Seventh Biennial Conference of the
Economic History Society of Southern Africa, Pietermaritzburg (14—17 July, 1992); A. Vaughan, ‘Options for
Rural Restructuring’, in R. Schire (ed.), Wealth or Poverty? Critical Choices for South Africa (Cape Town, Oxford
University Press Southern Africa, 1992); South African Sugar Association (SASA), South African Sugar Yearbook
(Durban, SASA, 1981, 1982, 1985).
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production, but also to the state that receives so much revenue from the sector. The form of
outgrowing taken, however, is varied — ranging from small-scale plot holders in irrigated
schemes such as in Malawi and Swaziland, to relatively larger-scale plot holders in the land
reform areas of Zimbabwe. In the Zambia and South Africa cases discussed in this special
issue, ‘outgrowers’ often do not actually do the growing, but are incorporated into ‘shareholder’
arrangements, as absentee tenants. Detailed investigations of these arrangements challenge the
simplistic ‘win—win’ narratives around outgrower—estate relationships sometimes promoted as
part of an advocacy of large-scale investment in commercial agriculture.* In all cases there are
winners, and losers, but who these will be very much depends on the context, and the particular
negotiations between capital and the state.

While the papers on outgrowers all emphasise the importance of labour in production,
and the relationships with the corporate ‘estate’ production, two papers focus on issues of
labour on the estates themselves. Alicia Lazzarini examines the labour recruitment strategies
in Xinavane in Mozambique, and how these reproduce historic patterns of labour control that
belie the industry’s narrative of technical modernity. Bridget O’Laughlin examines the health
hazards associated with sugar cane production and the fractured politics of mobilisation around
such risks in the same estate, showing how these reflect the wider challenges of collective
action around labour conditions in the sugar industry, given the marginalisation of casual,
often migrant, rural labour. Her paper also highlights the importance of including workers’
health and the nature of non-paid ‘household’ labour in any understanding of the relationship
between capital and labour.

The role of South African capital, and the dominance of three South African companies,
Illovo, Tongaat Hulett and TSB, is a common theme across the papers. South Africa’s democratic
transition in 1994 and its reintegration into the regional economy — now the Southern African
Development Community (SADC) — initiated a period of rapid consolidation in the southern
African sugar industry, such that the entire regional production has become largely controlled
by these three companies.

With the end of apartheid came not only the removal of many political barriers to South African
investment in neighbouring economies, but also a convergence of economic liberalisation within
South Africa and in many of the other members of SADC. In effect, South African companies
were able to raise money more easily than in the past, while many SADC governments had
embarked on programmes of privatisation of state assets, prompted by structural adjustment
programmes insisted on by international donors and finance institutions. The result was a rapid
acquisition of sugar mills and plantations. [llovo acquired Lonrho’s sugar interests in Malawi in
1997, followed by Kilombero Sugar (Tanzania) and Ubombo (Swaziland) in 1998, and 50 per
cent of Maragra (Mozambique) in the same year. It bought Zambia Sugar Company in 2001.
Illovo itself was then taken over in 2006 by Associated British Foods (ABF), the largest UK
sugar producer, which initially took a 56 per cent stake, which it increased to full ownership in
2016. Tongaat Hulett acquired the Mozambican sugar plantations and mills at Mafambisse and
Xinavane in 1999, and progressively increased its stake in the Zimbabwean sugar operations
at Triangle and Hippo Valley, taking full ownership in 2005.

As Illovo and Tongaat Hulett expanded northwards, the third South African sugar producer,
TSB, remained strongly focused on its established base in Mpumalanga, but took a larger share
of South African production, acquiring a third mill (at Pongola) and establishing a partnership
with Royal Swazi Sugar. In 2012 TSB took over a concession for 30,000 ha of irrigated sugar

34 J. Kirsten and K. Sartorius, ‘Linking Agribusiness and Small-Scale Farmers in Developing Countries: Is There a
New Role For Contract Farming?’ Development Southern Africa 19, 4 (2002), pp. 503-29.
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cane and a new mill and ethanol production plant at Massingir, in Mozambique’s Limpopo-
Elefantes floodplain,® entering the regional competition.

Each of the cases therefore reflects on the engagement of elements of South African
capital, often in combination with other sources of international finance, with local politics
and economy. In the following sections, while continuing to introduce the cases, we examine
the three key intersecting explanatory themes introduced earlier: the extension of capital and
company strategies; the role of the state and national political economy; and local conditions
and differentiated livelihoods. Overall, we highlight the diverse ways in which outgrowing has
become central to the southern African sugar sector — ways very different to the original Natal
planter model. However, before turning to these three themes, in order to offer some context,
we start with an overview of issues of land and water access, and patterns of production across
the countries.

Land, Water and Production

Getting access to land and water is crucial for any sugar enterprise. As we discussed earlier,
the acquisition of land and the construction of extensive and expensive water infrastructure in
irrigated schemes was central to the establishment of sugar estates, particularly post 1945. To
do this required massive state backing, and financial and political support. Today the context
is different, but the needs are the same.

The principal means through which sugar companies have expanded their operations in
recent years is through taking over and rehabilitating existing sugar cane plantations and
processing factories, often previously state-owned (in Mozambique, Tanzania, and Zambia)
but also by acquiring assets being sold (Lonrho in Malawi, Anglo American in Zimbabwe).
This has reduced the costs, as well as the dangers of being accused of ‘land grabbing’; although
not always, as such state farms may have been occupied by peasant farmers for decades.”’

Following acquisition, an initial phase of recuperation has usually raised production within
the existing plantation area and factory infrastructure, making use of existing water resources.
This is indicated in the rapid growth in production in all countries, except Swaziland and South
Africa (see below). However, the papers in this issue suggest that there is now a second phase
of expansion of sugar cane area under way, where new land — much of it under ‘traditional’,
‘communal’ tenure — is being acquired, and where new water infrastructure and sources are
required. As discussed, much of this is focused upon — and legitimated by — production by
small-scale outgrowers, but linked to core, nucleus estates, and land and water demands are
significant.’®

Access to this new land and water for sugar requires a reconfiguration of land tenure,
a notoriously contentious issue in southern Africa,® and one which has proven difficult to
reform by legislation, as seen in the impasse over Malawi’s Land Bill,* and the constitutional
objections to South Africa’s Communal Land Rights Act.*! In practice, governments circumvent

35 L. Buur, C. Mondlane and O. Baloi, ‘Strategic Privatisation: Rehabilitating the Mozambican Sugar Industry’,
Review of African Political Economy, 38, 128 (2011), pp. 235-56; H. Mkhize and P. Msweli-Mbanga, ‘A Critical
Review of the Restructuring of the South African Capital Market’, International Review of Business Research
Papers, 2,2 (2006), pp. 80-91.

36 In 2015, after its incorporation into RCL Foods, and facing a steep decline in international oil prices, the TSB
sugar/ethanol operation in Massingir was cancelled with costs of R13 million.

37 E.K. Makombe, ““I Would Rather Have My Land Back™: Subaltern Voices and Corporate/State Land Grab in the
Save Valley’, Land Deal Politics Initiative Working Paper no. 20 (The Hague, Institute of Social Studies, 2011).

38 Woodhouse, ‘New Investment, Old Challenges’.

39 P. Peters, ‘Challenges in Land Tenure and Land Reform in Africa: Anthropological Contributions’, World
Development, 37, 8 (2009), pp. 1317-25.

40 B. Chinsinga, ‘“The Green Belt Initiative, Politics and Sugar Production in Malawi’, Journal of Southern African
Studies, 43, 3 (2017), pp. 501-15, this issue.

41 A.Claassens and B. Cousins (eds), Land, Power and Custom: Controversies generated by South Africa’s Communal
Land Rights Act (Cape Town, UCT Press, 2008).
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the problems by zoning areas as strategic to national development, and therefore subject to
special planning powers and resulting in significant public investment in infrastructure — and
often leveraging concessional loan funding, as with the EU’s Accompanying Measures for Sugar
Protocol (AMSP) countries support. Examples are discussed of Malawi’s Green Belt Initiative*?
and Tanzania’s Southern Agriculture Growth Corridor (SAGCOT) initiative,* both involving
substantial investment in sugar. The key strategy at local level is to compensate people displaced
from the land with opportunities to grow sugar cane with a guaranteed market, as in Illovo’s
planned allocation of 10 per cent of every 1,000 ha of irrigated sugar cane to smallholders in
the Green Belt Initiative.

Access to water is central to these extensions of sugar cane area. In some instances, new land
is in wetter, low-lying areas (such as in Malawi and Tanzania); in other cases new land requires
new dams, canals and irrigation infrastructure. The original establishment of the colonial estates
involved often massive engineering feats, costing huge sums and backed by the state. Most
states in the region do not have sufficient resources for such investments today, but aid and loan
programmes, under ‘corridor’ investments or other programmes are looked to. Constructed as
‘public—private partnerships’, for example under the G8’s New Alliance for Food Security and
Nutrition initiative, public funds are essentially bankrolling long-term infrastructure investment
from which private companies can build profitable activity.* Questions of land and water access
and equity immediately arise. The distributional consequences of large investment initiatives are
often not discussed. For example, where water is limited, the appropriation of large quantities
in dams, and its direction to particular estates and outgrower areas has consequences for those
who miss out. Water and land scarcities can be created, while resources are diverted to new
investments.*

Table 1 summarises some basic production indicators for sugar production in southern
Africa, much of it based on irrigated land. The indicators show the strong recovery of sugar
production in Mozambique, Tanzania, Zambia and Zimbabwe since 1992, not only in terms
of area harvested and overall cane production, but also in terms of cane output per unit area.

The data are also striking in showing the higher productivity in these countries compared to
South Africa. The preponderance of rain-fed production in the traditional Natal sugar heartlands
of South Africa, compared to the almost universal use of irrigation elsewhere, is undoubtedly
a key factor in these productivity figures. It suggests at least one reason for the northwards
expansion of South African sugar companies, and the decline, in both relative and absolute
terms, of production within South Africa that contracted by about a third from 2002 to 2012.%¢
This drop in South African production has been compensated by increases elsewhere in the
region, so that overall regional output has remained quite level for the past decade, while
production within South Africa dropped from 70 per cent of the region’s sugar cane output in
1992 to 57 per cent in 2012.

Figure 1 shows corporate dispersal of sugar operations across southern Africa. The data on
sugar output from the 23 mills operated by the three South African companies (Illovo, Tongaat-
Hulett and TSB) are assembled in Table 2 from company annual reports and government
agencies. This is necessarily approximate, as sugar output capacity is constantly revised when

42 Chinsinga, ‘The Green Belt Initiative’, in this issue.

43 E. Sulle, ‘Social Differentiation and the Politics of Land: Sugar Cane Outgrowing in Kilombero, Tanzania, Journal
of Southern African Studies, 43, 3 (2017), pp. 517-33, this issue.

44 E. Sulle and R. Hall, ‘Reframing the New Alliance Agenda: A Critical Assessment based on Insights from Tanzania’,
Policy Brief by Institute for Poverty, Land and Agrarian Studies (PLAAS) and Future Agricultures Consortium
(FAC) (Brighton, UK and Cape Town, South Africa, FAC and PLAAS, 2013).

45 1. Scoones, R. Smalley, R. Hall and D. Tsikata, ‘Narratives of Scarcity: Understanding the “Global Resource Grab™’,
FAC Working Paper no. 076 (Brighton and Nairobi, Future Agricultures Consortium, 2014).

46 G. Smith, S. Davis, S Madho and A. Chary, ‘Eighty-Eighth Annual Review of the Milling Season in Southern
Africa’, Proceedings of the South African Sugar Technologists’ Association, 86 (2013), pp. 24-54.
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Table 1. Sugar cane area, production and yield in southern Africa, 1992-2012

Harvested area Cane production Cane yield
(’000 ha) (’000 t) (t/ha)

1992 2002 2012 1992 2002 2012 1992 2002 2012
Malawi 18 24 27 1,900 2,600 2,800 105.6 108.3 103.7
Mozambique 15 35 46 159 1,586 3,394 10.6 453 73.9
South Africa 275 330 320 12,955 23,012 14,278 47.2 69.7 54.0
Swaziland 40 47 56 3,885 4,600 5,400 97.1 98.9 96.4
Tanzania 17 17 29 1,410 1,750 2,900 83.8 106.1 100.0
Zambia 14 22 39 1,300 2,300 3,900 96.3 104.5 100.0
Zimbabwe 14 40 45 125 4,200 3,700 8.9 105.0 82.2
Total 393 515 562 21,734 40,048 36,372 64.2 91.1 87.2

Source: Food and Agriculture Organization of the United Nations, ‘FAOSTAT’ (Rome, FAO, 2015), at http://faostat3.fao.org/
browse/Q/QC/E, retrieved 5 July 2016.

milling and refining factories are upgraded and management seeks greater efficiency in factory
operations. The three principal South African sugar producers account for nearly 90 per cent
of the entire sugar output of the southern Africa region (3.9 of 4.4 million tonnes of raw sugar
produced).

Capital, Markets and Profits

With this domination of sugar production by a few companies, what is driving expanded
investment in the region? The economic logic of Illovo and Tongaat Hulett is illustrated by an
assessment of the contribution of sugar operations in different countries to these companies’
overall operating profit from sugar production (Table 3; see also Dubb, in this issue*’). The data
include profits from ‘downstream’ manufacturing, including refining, distilling and electricity
generation using inputs from sugar cane processing, which tend to be more highly developed in
the sugar industry in South Africa. Yet the majority of operating profit from sugar production is
generated by the companies’ activities outside South Africa, with some operations generating
disproportionately more profit than their share of the companies’ overall sugar production.*

Shifts in the European market have played a key role in the recent development of Southern
African sugar production. From the late 1980s to 2007, Southern Africa exported around
400,000 tonnes of sugar to the EU each year. From 2007, Southern Africa’s sugar exports to
the EU grew rapidly, and by 2011 had reached around 880,000 tonnes per year. These increases
were driven largely by Swaziland and coastal Mozambique, despite the near total reduction in
exports from South Africa (see Figure 2).

Protection from the volatility of the international sugar market has certainly been central
to the importance of access to the European market to southern Africa. This is exemplified
by the halving of sugar prices from about US$600/tonne (‘raw’, or unrefined, sugar) in 2009
to about US$300/tonne in 2014. But over the same period the protected price of sugar in the
EU market, to which many southern African sugar producers had export quotas under the
Lomé Convention, was reduced from US$524/tonne to US$335/tonne as part of the removal
of subsidies to the European sugar beet industry.* The European market nonetheless remains
of central importance, particularly for Swaziland, because southern African producers in the
ACP group (excluding South Africa) continue to be able to export to the EU on a ‘duty-free
and quota-free’ basis. This is particularly true for countries where sugar production far exceeds

47 A. Dubb, ‘Interrogating the Logic of Accumulation in the Sugar Sector of Southern Africa’, Journal of Southern
African Studies, 43, 3 (2017), pp. 471-99, this issue.

48 Dubb, ‘Interrogating the Logic of Accumulation’, in this issue.

49 Tyler, ‘The African Sugar Industry: A Frustrated Success Story’.
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Figure 1. Corporate dispersal of sugar operations across Southern Africa. Sources: Google Maps, with coordinates
from The Sugar Engineers consultancy, ‘Sugar Factories of Southern Africa’ (Grahamstown, The Sugar Engineers,
2014), available at http://www.sugartech.co.za/factories/list.php?regid=7, retrieved 20 October 2014.

national consumption and stands as a key agro-industry, most notably Swaziland. Whereas
access to ‘super’ surpluses from a lucrative and protected European market under the Lomé
Convention once formed a key area of political competition and negotiation for sugar-producing
ACP countries, its reform has instead seen Southern Africa’s position shift increasingly towards
that of a ‘low-cost’ supplier.

Given growing international competition, from Brazil, India and elsewhere, along with
uncertainties about the future of the EU market, there are significant incentives not only to
minimise costs and expand production, but also to seek and consolidate alternative markets.
Certainly, the supply implications of EU market reform were a key motivation for European
sugar companies to acquire stakes in southern African businesses, including the purchase of
Illovo by ABF, and also the involvement of French sugar company Tereos in rehabilitating
Sena Sugar in Mozambique. However, the European Commission projected in 2013 that over
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Table 2. Sugar output in southern Africa

Raw sugar output capacity

Country Company Mills (in tonnes, approx.)*
Malawi Illovo Dwangwa, Nchalo 300,000
Mozambique Tllovo Maragra 84,000
Tongaat Hulett Mafambisse, Xinavane 250,000
Tereos/Petrobras Sena Sugar 100,000
South Africa Illovo Eston, Gledhow, 698,000
Noodsberg, Sezela,
Umzimkulu**
Tongaat Hulett Amatikulu, Darnall, 634,000
Maidstone
Umfolozi Sugar Mill Umfolozi 135,000
Union Cooperative Ltd Dalton 90,000
TSB Malalane, Komati, 650,000
Pongola
Swaziland Royal Swazi Mhlume 225,000
Royal Swazi/Tongaat Simunye 250,00
Hulett
Illovo-Royal Swazi Ubombo 250,000
Tanzania Illovo Msolwa, Ruembe 130,000
Tanzania Sugar Industries ~ Mtibwa 40,000
Ltd
Sukari Investment TPC (Moshi) 100,000
Company
Kagera Sugar Ltd Kagera 45,000
Zambia Illovo Nakambala 400,000
Zimbabwe Tongaat Hulett Hippo Valley, Triangle 600,000

*Data are approximate figures based on recent maximum output. Actual output may be lower, due to poor sugar cane harvests or
factory operating conditions.**Umzimkulu Mill was closed in 2012-13 due to drought in southern KwaZulu-Natal, and does not
contribute to these production data.

Table 3. Contributions to sugar operating profits

Illovo Tongaat Hulett
% contribution to operating % contribution to operating

% of production  profit % of production  profit

2002/3  2012/3 2002/3 2012/3 2013/4 2007/8 2012/3 2007/8 2012/3 2013/4
Malawi 11 17 24 48 39 - - - - -
Zambia 10 23 22 25 30 - - - - -
Mozambique 2 5 0 6 2 10 19 41 29 18
Swaziland 9 13 13 8 14 5 3 6 5 8
Tanzania 4 7 0 5 1 - - - - -
Zimbabwe - - - - - 27 38 7 44 36
South Africa 56 34 39 8 14 58 39 46 21 37
USA 7 - 2 - - - - - - -

Sources: Tongaat Hulett, ‘Integrated Annual Report 2014, available at http://www.tongaat.co.za/imc/annual_reports/ar_home.
asp#2014, retrieved 18 August 2014; Tongaat Hulett, ‘Integrated Annual Report 2013: Year Ended 31 March 2013’, at http://www.
tongaat.co.za/imc/annual_reports/ar_home.asp#2013; Tongaat Hulett, ‘Annual Report 2008’, at http://www.tongaat.co.za/imc/
annual_reports/ar_home.asp, retrieved 29 April 2013; Tongaat Hulett, ‘Annual Report 2007’; Illovo Sugar, ‘Integrated Report for the
year ended 31 March 2013’ (2013), at https://www.illovosugar.co.za/UserContent/Documents/Current- Year-Report-Overview/2013_
Condensed-Financial-Statements.pdf, retrieved 10 January 2014; Illovo Sugar, ‘Annual Report 2002’ (2002), retrieved 10 January
2014; StatsSA, ‘Consumer Price Index’ (2013), at http://www.statssa.gov.za/keyindicators/CPI/CPIHistory_rebased.pdf, retrieved
18 May 2014; South African Reserve Bank ‘Selected historical rates’ (2015), at https://www.resbank.co.za/Research/Rates/Pages/
SelectedHistoricalExchange AndInterestRates.aspx, retrieved 13 May 2015.
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Figure 2. Southern African sugar exports to the EU by country, 1988-2015. Source: European Commission,
‘Eurostat’ (Brussels, European Commission, 2016), available at http://ec.europa.eu/eurostat/data/database, retrieved
6 July 2016.

the next decade imports of sugar into the EU would fall by half,** and further reported in May
2016 that imports from ACP countries had already fallen by 22 per cent between 2013 and
2015, suggesting that the longer-term market for southern African sugar will lie elsewhere,
with greater reliance on domestic and regional markets.

Many national consumer markets for sugar in southern Africa are growing strongly and are
seen as an important source of sales growth. Prices will be lower than previously in the EU, but
are likely to be higher than in the world market, if they can be ‘protected’ from cheap imports,
blamed in recent years for reducing sales and profits in South Africa, Zimbabwe and Tanzania.
The sugar industry in southern Africa continues to lobby hard for protection of its ‘home’
markets and, in 2014, Tongaat Hulett’s chairman noted with satisfaction that: ‘Going forward,
measures implemented by ... governments will substantially curtail imports’.>? Specifically, in
South Africa, the reference price was increased from US$358 per tonne to US$566 per tonne,
while in Zimbabwe no raw sugar imports would be allowed and sugar imports would be taxed
at 10 per cent plus US$100 per tonne.> The integration of southern African production with
European refining and consumption is increasingly in competition with the potentially more
lucrative prospects of consolidating domestic markets.

Diversification of income is a key element in managing market risk. Ethanol production
from sugar has been a long-standing strategy to generate greater value from sugar, strengthened
over the past decade by EU and US mandates to include biofuel ethanol in gasoline fuels for

50 Agritrade, ‘ACP Sugar Exports to the EU: Sugar Quota Abolition and the Future of Raw Cane Sugar Co-Refining by EU
Beet Refiners’ (Wageningen, Technical Centre for Agricultural and Rural Cooperation [ACP-EU], 2014). Available at
http://agritrade.cta.int/Agriculture/Commodities/Sugar/ ACP-sugar-exports-to-the-EU-Sugar-quota-abolition-and-
the-future-of-raw-cane-sugar-co-refining-by-EU-beet-refiners, retrieved 12 July 2015.

51 European Commission, ‘Sugar Trade Statistics’, presentation by AGRI C 4 Committee for the Common Organisation
of Agricultural Markets (Brussels, European Commission, 2016). Available at http://ec.europa.eu/agriculture/sugar/
presentations/trade-statistics_en.pdf, retrieved 28 January 2016. The ACP figures in this presentation include the
non-ACP EBA countries of Afghanistan, Bangladesh, Bhutan, Cambodia, Laos, Myanmar and Nepal. As none of
these has significant exports of sugar to the EU, the ‘EPA [Economic Partnership Agreement]/EBA’ figures can be
considered ‘ACP’ from the point of view of sugar imports to the EU.

52 Tongaat Hulett, Integrated Annual Report 2014 (Tongaat, KwaZulu-Natal, 2014). Available at http://www.tongaat.
co.za/imc/annual_reports/ar_2014/comment/chief_exec_review.asp, retrieved 15 July 2015.

53 International Trade Administration Commission of South Africa, ‘Increase in the Domestic Dollar-Based Reference
Price of Sugar from US$358/ton to US$566/ton’, report no. 463 (Pretoria, ITAC, 2014). Available at http:/www.
itac.org.za/upload/document_files/20140928125229_Report-No-463.pdf, retrieved 12 July 2015.
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vehicles.** Until recently, much of the focus of ethanol output has been on export markets,
but the widespread adoption of legal requirements for ethanol blends within southern Africa
(South Africa, Tanzania, Mozambique and Zimbabwe have made announcements over the
past three years) means increasing scope for sale of ethanol within the regional market. A
requirement for one per cent ethanol in South Africa’s market for petrol fuel is estimated to
be equivalent to 180,000 tonnes of exported sugar,’®>7 approaching one per cent of total sugar
output in South Africa. Certainly, investment in ethanol production appeared to be accelerating,
with new distilleries opening in Tanzania (Illovo), and attracting new investors in Mozambique
(TSB) and Zimbabwe (Green Fuels; see Scoones et al., in this issue®), although the collapse
in oil prices in 2014-15 may slow the pace of such developments for a time.

Electricity generation for sale to national grids is also an increasing avenue for revenue
generation. Mills typically generate 90 per cent or more of their own electricity requirements
by burning the cane residue following sugar extraction. Improving efficiency, and the possibility
of retrieving more biomass by not burning the cane in the field before harvesting, raise
opportunities for producing surplus electricity for sale. All three major sugar producers are
increasingly using their sugar production as a feedstock for a biochemical industry with a diverse
range of products. This is already evident in Illovo’s ‘more than sugar’ pitch to investors in its
2014 annual report, on the basis of a range of sugar cane-derived ‘downstream products’ for
both food and non-food industries. Land is also a significant part of wider business portfolios.
Acquired in the past for sugar cane production, often with state support, areas are now being
sold off as part of real estate deals.”

The expansionary investment drive in search of profit (as well as subsidised market access)
underlies the business strategies of the core actors, but how this plays out is highly dependent
on national contexts, and the role of different states in the region, as we discuss next.

National Political Economies: The Role of States

The state has been present as an essential actor in the establishment and growth of the sugar
industry throughout its history in southern Africa. This continues to be the case, as the papers
demonstrate. Sugar is a major contributor to export earnings (18 per cent in Swaziland,
9 per cent in Malawi, 6 per cent in Zambia) and to formal employment in agriculture. Where
the state has privatised previously state-owned industries (as in Mozambique, Tanzania and
Zambia), it has often retained a minority ownership stake. The state has been a crucial partner
in regulating market conditions for the sugar companies; for example by legislating minimum

54 B. Richardson, ‘Big Sugar in Southern Africa: Rural Development and the Perverted Potential of Sugar/Ethanol
Exports’, Journal of Peasant Studies, 37, 4 (2010), pp. 917-38.

55 The boom in world bioethanol markets has, however, been largely deflating in tandem with falling oil prices, while
sugar prices have declined less precipitously. While perhaps initially enticed by guaranteed markets provided by
mandatory blending schedules, EU bioethanol producers now appear set to become dependent upon them. It is
indeed notable that the lobby to increase state-guaranteed bioethanol markets has occurred alongside the decline in
producer quotas (C. Tighe, ‘UK Bioethanol Sector Struggles to Fuel Growth’ (London, Financial Times, 6 July 2015);
W. Clarke, ‘Suedzucker Shares Tumble as Cautions on Profits Again’ (Agrimoney.com, 21 May 2015), available at
http://www.agrimoney.com/news/suedzucker-shares-tumble-as-cautions-on-profits-again--8188.html, retrieved
20July2015;Agrimoney, ‘ABF SharesRise asitFlagsEasingin SugarHeadwinds’ (Agrimoney.com,9July 2015),available
at http://www.agrimoney.com/news/abf-shares-rise-as-it-flags-easing-in-sugar-headwinds--8562.html, retrieved
20 July 2015.

56 Tongaat Hulett, Integrated Annual Report 2014.

57 Typically ethanol is blended at between 2 and 10 per cent of gasoline. See http://ethanolproducer.com/articles/10329/
south-africa-to-mandate-biofuel-blending-starting-in-2015.

58 I. Scoones, B. Mavedzenge and F. Murimbarimba, ‘Sugar, People and Politics in Zimbabwe’s Lowveld’, Journal
of Southern African Studies, 43, 3 (2017), pp. 567-84, this issue.

59 For example, over R1bn (US$89 million) or 45 per cent of Tongaat Hulett’s total operating profit in 2014 resulted
from the conversion of 259 ha of sugar cane farms to residential and industrial use in KwaZulu-Natal. This was
made possible by the company’s success in ‘unlocking of R22 billion in infrastructure investment in the region
where Tongaat Hulett’s land is located’ (Tongaat Hulett, Integrated Annual Report 2014).
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prices in national markets and biofuel blend requirements in petrol, and in allowing — or not —
new entrants to invest in sugar production. And the state continues to provide land (including
through land redistribution) and support infrastructure investment, if not in the same way as
the massive colonial interventions in irrigation schemes.

The papers provide details of such state investments, alongside examples of the state’s role
in providing a political framework for investment in land and water through ‘zoning’ of areas
for development (with attendant impacts on land and water rights); for example in Tanzania’s
SAGCOT corridor® or in Malawi’s Green Belt Initiative.®' This may involve public investment
in infrastructure, such as roads, dams and canals, as well as tax and investment incentives. In
the case of the EU’s ten-billion-euro AMSP programme, designed to compensate ACP countries
for the reduction in EU sugar prices, national governments play a central role, together with
sugar companies, in enabling expansion of sugar cane areas for small-scale outgrowers. In
Zimbabwe, for example, such support has been central to the creation of outgrower arrangements
following land reform.%* Finally, governments are ultimately involved in mediating between
sugar companies and their local labour force, whether in terms of minimum wages for labourers,
health and safety issues, contract terms for outgrowers or dealing with public disorder and
violence arising from disputes (see Lazzarini and O’Laughlin, both in this issue).*

The negotiations with capital by states often centre on the developmental gains that such
engagements can bring. Industry discourses are replete with claims of ‘empowerment’,
‘partnership’ and ‘social responsibility’, and the extension of outgrower schemes, in all their
variations, has been a response to this. As James and Woodhouse show in respect of South
Africa, the ‘economic empowerment’ discourse is central to the Nkomazi story, linked first to
outgrowers and more recently to beneficiaries of land restitution.® Similarly, Scoones et al.
show that in Hippo Valley, Zimbabwe, the link between new outgrower arrangements and
land reform is central, although for a rather more elite group.® In contrast to the Nkomazi
case, in Hippo Valley the new outgrowers are becoming an increasingly important part of the
overall production system, whereas in Nkomazi there is a crisis of production and livelihoods
among the smallholders, and the estate is increasingly taking back production. Despite these
varied dynamics, the claims by companies — and their extensive corporate social responsibility
messages® — emphasise the mutual benefits between capital and smallholder production, with
no mention of the tensions, conflicts and often contrasting outcomes.

For states in southern Africa, the sugar industry plays a strategic role in national economies,
representing for some countries a very significant proportion of overall economic activity. Such
industries require long-term investments, yet are highly risk prone, subject to the vagaries of

60 Sulle, ‘Social Differentiation and the Politics of Land’, in this issue.

61 Chinsinga, ‘The Green Belt Initiative’, in this issue.

62 Scoones, Mavedzenge and Murimbarimba, ‘Sugar, People and Politics in Zimbabwe’s Lowveld’, in this issue.

63 A.H. Lazzarini, ‘Gendered Labour, Migratory Labour: Reforming Sugar Regimes in Xinavane, Mozambique’,
Journal of Southern African Studies, 43, 3 (2017), pp. 605-23, this issue; B. O’Laughlin, ‘Consuming Bodies:
Health and Work in the Cane Fields in Xinavane, Mozambique’, Journal of Southern African Studies, 43, 3 (2017),
pp. 62541, this issue.

64 P. James and P. Woodhouse, ‘Crisis and Differentiation among Small-Scale Sugar Cane Growers in Nkomazi,
South Africa’, Journal of Southern African Studies, 43, 3 (2017), pp. 53549, this issue.

65 Scoones, Mavedzenge and Murimbarimba, ‘Sugar, People and Politics in Zimbabwe’s Lowveld’, in this issue.

66 Having been the particular target of campaigns by Oxfam and ActionAid, ABF’s Illovo has been especially active
in seeking the consultation and partnership of non-governmental organisations and international bodies to develop
land policies which position it as standing ‘against’ land-grabbing, by prioritising models of investment that do
not result in actual transfer of formal ownership from the state or, more ambiguously ‘communities’. It has also,
notably, published more data about its activities than other major sugar companies. See Illovo Group Guidelines
on Land and Land Rights (2015), available at https://www.illovosugar.co.za/Group-Governance/Group-Guidelines-
on-Land-and-Land-Rights, retrieved 3 July 2016.
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weather and markets. However, for many states in the region, such operations are ‘too big
to fail’ and the state therefore plays a critical role in providing support, both economic and
political.” As a result, the industry is also embedded in state politics, and with this a politics
of patronage. This national politics of the sugar industry is explored in a number of papers:
from the politics of land reform in Mpumalanga® and Masvingo,* to the investment politics
around the SAGCOT corridor in Tanzania,” to the ‘food security’ rhetoric of Malawi’s Green
Belt initiative.”" These examples mirror others from the region, including the manoeuvring of
the Mozambican state to bring investment and outgrower opportunities to undermine political
opposition in areas where opposition parties are strong.”” Such investments are therefore very
much part of state—business alliances, linked to an elite politics, framed by the context of the
neoliberal era when states must seek investment and finance from all sources. The result is an
intertwining of South African investment (and international finance), with development ‘aid’
(through in particular EU support), with wider state politics and patronage relations. These
bear with particular weight upon the transformation of land and water rights.

Sugar companies’ ability to secure land and water access is highly dependent on their ability
to work with the state, as discussed earlier. This requires high-level elite pacts between large-
scale business and political elites. Sometimes these are uneasy, requiring continual renegotiation,
but the value of sugar for investment, tax revenues, and employment is so large that political
differences are usually quickly overcome, and pragmatic deals are struck. Testament to this
ability is the success of the sugar companies in maintaining sugar production in both South
Africa (TSB) and Zimbabwe (Tongaat Hulett), despite the large-scale transfer of land ownership
through land reform.”

Livelihoods: Labour and Outgrowers
As the previous sections have shown, the political economy of sugar in southern Africa has
to be understood in relation to the logics of capital and the strategy of core companies, as
well as the relationships this has with states, influenced by state investments, the allocation of
land and water, and wider subsidy and market access regimes. But in the end local conditions
have a huge impact on what actually happens on the ground. The livelihood strategies of the
growing numbers of small-scale producers engaged in sugar production as outgrowers, together
with labour that supports both estate and outgrower production across the region, make a big
difference.

Labour on the estates and in the outgrower farms, across our cases, is often migrant, seasonal,
poorly paid, and with bad health and safety and employment conditions. Some tasks, such as
burning and cutting cane, or working near the furnaces in the mills, can be highly dangerous,

67 In South Africa, the sugar industry does not represent such a large proportion of overall GDP as in other countries,
but it continues to have considerable influence over national policy-making. The strong connections among the big
sugar companies, close alliances with labour unions and the importance of regional politics within South Africa
make sugar politics important, if different to elsewhere in the region. See A. Dubb, ‘The Rise and Decline of
Small-Scale Sugarcane Production in South Africa: A Historical Perspective’, Journal of Agrarian Change (April
2015), doi:http://dx.doi.org/10.1111/joac.12107, for a discussion of the history of this political context and of
how the ‘sugar lobby’ stands out compared to other elements of South African agribusiness who have increasingly
lost state support and financing. However, conditions for sugar in South Africa are changing: with Illovo — one
of the big players — selling up in South Africa and moving north, strategic business and political judgements are
resulting in a shift in focus.

68 James and Woodhouse, ‘Crisis and Differentiation among Small-Scale Sugar Cane Growers’, in this issue.

69 Scoones, Mavedzenge and Murimbarimba, ‘Sugar, People and Politics in Zimbabwe’s Lowveld’, in this issue.

70 Sulle, ‘Social Differentiation and the Politics of Land’, in this issue.

71 Chinsinga, ‘The Green Belt Initiative’, in this issue.

72 Buur, Mondlane and Baloi, ‘Strategic Privatisation’; L. Buur, C. Mondlane, and O. Baloi, ‘“The White Gold: The
Role of Government and State in Rehabilitating the Sugar Industry in Mozambique’, Journal of Development
Studies, 48, 3 (2012), pp. 349-62.

73 James and Woodhouse, ‘Crisis and Differentiation among Small-Scale Sugar Cane Growers’, in this issue; Scoones,
Mavedzenge and Murimbarimba, ‘Sugar, People and Politics in Zimbabwe’s Lowveld’, in this issue.
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and result in significant negative health impacts. As Bridget O’Laughlin argues in her paper,
because of the casualisation of employment, and the lack of organisational capacity within such
workforces, it is difficult for workers or their unions to address their working conditions, as
has been the case historically on commercial farms in Africa, despite moves to address work
standards, International Labour Organization targets and so on.

In all cases there is a clear analytical separation between the outgrower as owner of the
production and the farm labour employed to undertake the main operations, such as weeding,
application of fertiliser, irrigation and harvesting. In South Africa, although some outgrowers
employ a small number of permanent workers (e.g. for irrigation), farm work is almost all
carried out by casual, and in some areas migrant, labour, much of it supplied for seasonal work
by labour contractors (e.g. for cane-cutting). In Mozambique, also, migrant labour is important
in sugar cane estates, as is labour recruited from ‘communal areas’ to work on Zimbabwe’s
outgrower farms. Employment patterns are also gendered, with men and women taking on
different roles. Cane-cutting, for example, is conventionally a male task, while weeding is
undertaken by women.

The organisation of labour on outgrower farms varies enormously. Sometimes it is a
combination of family labour with some hired in piecework from nearby areas; sometimes
a resident workforce is present, living in the case of Hippo Valley in Zimbabwe in labour
compounds, part of the infrastructure of the former white farmers’ farms.” Such arrangements
are similar to those of the estates, where the often very large workforces are accommodated in
large estate-run compounds or settlements.

These areas are subject to many controls and forms of disciplining, much of it with gendered
connotations. Labour organisation and control is thus a direct reflection of the role of capital
in postcolonial societies like Mozambique, where there are echoes of earlier colonial orders,
but with new configurations emerging too.” These all have gendered dimensions. In the estates
and labour compounds, for example, gender-based violence is common, particularly in contexts
where there are large itinerant populations of workers. Equally, extreme forms of gendered,
sometimes racialised, hierarchy are evident in the ways estates are organised, reflecting the
spatial, social and political imprint of new forms of engagement with capital that shapes day-
to-day lives and livelihoods of workers, and others in these often remote estate fields and towns.

Given the conditions, why then do people flock in numbers to work on estates and outgrower
farms, and how can investors get away with poor labour conditions? The attraction of any form
of employment in often remote and marginal parts of a country is significant. The alternatives
are minimal, given low productivity in farming and lack of employment in urban areas. The
benefits of access to education, health care and other services are important for many. Yet
the intense global competition in the industry means relentless cutting of costs to increase
efficiency. Across the world, this is having a massive impact on labour, and it is often the most
poorly paid who are laid off, as a result of such efficiency drives, and through processes such
as mechanisation. For example, in the five years from 2009, Illovo’s permanent and part-time
workforce in southern Africa was reduced by 25 per cent (around 10,000 jobs), while production
continued to increase.”™

The result is changing labour regimes linked to sugar. This involves an increased casualisation
of the workforce, and a displacement of work to external contractors and outgrowers, who are
not subject to the same corporate requirements in labour standards. We can see therefore
a differentiation between more marketised, industrialised approaches, with intensified
mechanisation and labour specialisation, and more conventional, paternalistic, ‘domestic
government’ arrangements in outsourced, outgrower areas, where resident labour, sometimes

74 Scoones, Mavedzenge and Murimbarimba, ‘Sugar, People and Politics in Zimbabwe’s Lowveld’, in this issue.
75 Lazzarini, ‘Gendered Labour, Migratory Labour’, in this issue.
76 Richardson, Sugar.
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in old compounds, is employed.” Supporting these labour regimes there is also a class of
‘footloose’, fragmented labour seeking livelihoods through fragile, temporary piecework.”
Mobile, frequently migrants from other areas, they are often a highly vulnerable group, and
with no guarantee of a livelihood. Such populations are involved in key tasks such as cane-
cutting, and are an important, often forgotten, class of labour in the southern African sugar
industry. Across all labour regimes there is extensive gender differentiation. In increasingly
industrialised labour regimes, skilled employment is at a premium, and women often lose out.
In outgrower systems, men are usually the farm owners, sometimes working closely with their
wives, while permanent and temporary workers have wage differentials, often again favouring
men. Meanwhile, most of the mobile labourers are men, often migrants.

Depending on the labour regime, and the relationship between capital and labour,
opportunities for resistance vary. Sugar estates have been subject to strikes, often linked to
the destruction of cane through burning. Forms of unionised labour organisation also exist on
estates, but casualisation and outsourcing undermine the efficacy of such collective action, and
the permanent workers who are members of unions are often fully aware that working conditions
on outgrower farms can be far worse. Unions thus tend not to focus on the conditions of those
in casual and temporary work, and instead focus on wages for the already more privileged
permanent workforce.” Thus, in the context of ever-increasing competition, especially
from producers elsewhere in the world using more mechanised operations (particularly in
harvesting), the commercial imperatives driving estate managers are increasingly harsh, making
the outsourcing of costs and risks, and so the shift to outgrowing and more informal labour
arrangements, a clear response.

While South African sugar cane production has always been marked by the planter—miller
relationship, outside South Africa the early history of sugar was dominated by integrated
estates, containing both plantation and sugar milling under the same ownership. As we have
discussed, the need for expansion to increase profits and spread risks, as well as the increasing
political imperative to legitimise the industry by distributing revenues more widely, has led
to increasing emphasis on outgrowers as suppliers of sugar cane, a pattern seen elsewhere in
commercial agriculture.®

In most southern African countries, outgrowers now supply a proportion of sugar cane
ranging from 13 per cent, for TSB’s South African mills, to 20 per cent in Swaziland to 25
per cent in Zimbabwe, and up to 43 per cent for Illovo’s Tanzanian mills. Further expansion
seems likely to increase the proportion of sugar cane from outgrowers, as international aid
financing (e.g. the EU’s remaining AMSP funding) is targeted to support investments that
generate outgrower opportunities. Outgrowers can make money from sugar production, as
indicated by experience in Zimbabwe,* and (where not burdened by debt) in Swaziland (see

77 See P. Gibbon, ‘Experiences of Plantation and Large-Scale Farming in 20th Century Africa’, DIIS Working Paper
no. 2011: 20 (Copenhagen, Danish Institute for International Studies, 2011) for a review of historical experiences
of labour regimes, and P. Gibbon and L. Riisgaard, ‘A New System of Labour Management in African Large-Scale
Agriculture?’ Journal of Agrarian Change, 14, 1 (2014), pp. 94—128 for a discussion of different regimes. They
differentiate domestic, market, industrial and civic ‘conventions’ based on a study of flower farms in Kenya. Here
we distinguish the domestic, paternalistic system of the past, with market-industrial regimes, with sugar companies
showing characteristics of both market-orientation, but also centralised, technocratic control. Civic conventions
emerge where there is a strong pressure from certification and regulation, and the involvement of organised
associations, a feature not evident in the sugar sector currently.

78 H. Bernstein, Class Dynamics of Agrarian Change (Nova Scotia, Fernwood, 2010).

79 O’Laughlin, ‘Consuming Bodies: Health and Work in the Cane Fields in Xinavane’, in this issue.

80 C. Oya, ‘Contract Farming in Sub-Saharan Africa: A Survey of Approaches, Debates and Issues’, Journal of
Agrarian Change, 12, 1 (2013), pp. 1-33; P. Little and M. Watts (eds), Living under Contract: Contract Farming
and Agrarian Transformation in Sub-Saharan Africa (Madison, University of Wisconsin Press, 1994).

81 Scoones, Mavedzenge and Murimbarimba, ‘Sugar, People and Politics in Zimbabwe’s Lowveld’, in this issue.
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Terry and Ogg, in this issue).®* Yet, the 870 ‘A2’ outgrowers in Zimbabwe, farming plots of
20 ha or more, have little in common with the 8,000 outgrowers allocated about 1.5 ha each
by the Kilombero expansion in Tanzania.®* Malawi’s Green Belt Initiative envisages new
outgrowers with 20-50 ha each;* closer, therefore, to the Zimbabwe model, but with the
same dilemmas of elite capture. Among TSB’s South African growers there is also evidence
of a shift in size of holdings from 7 ha originally allocated in the 1990s to 16 ha, among those
able to buy land from those willing to give up their plots.

The wide range of size of sugar cane holdings among outgrowers poses questions about the
category. Not all outgrowers are the same, and across the cases discussed in this issue, they
pursue very different livelihoods and hold very different class positions. There are important
lines of differentiation between those farming larger areas (e.g. 20 ha and more) and those
with ten ha or less. The former are likely to be full-time farmers, or absentee farmers with
business and/or non-farm employment, who employ farm managers to run the sugar cane farm.%
For these more elite outgrowers, earnings seem to be high enough to generate profits, and,
most significantly, to cover the need for working capital to pay for production costs. In some
instances, they have also provided opportunities for accumulation by women as well as men.
For those with smaller areas — the more classic and considerably more numerous ‘smallholders’
— outgrower earnings from sugar cane are less likely to provide this cover, and they may be
subject to increasing pressure for ‘smallholder aggregation’ in blocks.

This model, proposed by Illovo in Tanzania and TSB in South Africa, and central to the
Magobbo scheme in Zambia (see Matenga, in this issue),’” involves employing a manager to
farm small-scale holdings as a block. The individual ‘outgrowers’ then receive a dividend or
share of the overall profit from the block, and possibly a rent or lease payment as well. A similar
arrangement has emerged in Tongaat Hulett’s sugar cane area in Xinavane in Mozambique,®
and is also an option offered by Illovo to new outgrowers taking up sugar cane holdings in
Malawi.® An alternative, and a more traditional ‘extension’ model, is for the sugar company
to supply services (input supply, business planning, contract services for cane harvesting etc.)
to outgrowers on an individual basis (as in Zimbabwe and South Africa — see Scoones et al.
and James and Woodhouse),” but usually only to larger producers.

The extent to which these different models of outgrower production apply varies across
the cases, and reflects different deals negotiated between companies, states and outgrowers.
Outgrowers are an increasingly important feature of this triangular relationship, and political
pacts between interests are essential for stability. It is no surprise therefore that companies
have found arrangements with relatively larger, elite outgrowers (more akin to the traditional
Natal planter model) desirable, or have encouraged a more manageable ‘shareholder’ block
arrangement in other areas.

82 A. Terry and M. Ogg, ‘Restructuring the Swazi Sugar Industry: The Changing Role and Political Significance of
Smallholders’, Journal of Southern African Studies, 43, 3 (2017), pp. 585-603, this issue; see also P. Richardson-
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N. Sitko, M. Muyanga, F. Yeboah, C. Nkonde, W. Anseeuw, A. Chapoto and R. Kachule, Africa’s Changing
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While more experienced and entrepreneurial outgrowers appear capable of developing part
of a more integrated agricultural production system, including the production of crops other
than sugar cane (as in Zimbabwe, see Scoones et al.’"), there does, however, remain a tension
between the ‘efficiency’ logic of maximising sugar cane yield per hectare and mill capacity
utilisation — in effect the logic of ‘estate’ production — and the more individualised logic of
managing land and water to meet a more diverse set of livelihood goals. On the one hand, the
perishability of cane and the need for rapid transfer between field and mill binds outgrowers
to the structural monopsony of the cane milling companies, while for many outgrowers sugar
cane offers well-developed credit and input supply markets and guaranteed market for the crop
that alternative crops seldom do. It is here, perhaps, that the key advantage of involvement in
corporate sugar cane production lies, and provides the basis for an often tight, mutual reliance
between outgrowers and companies, supported by states across the region.

With the vagaries of the international market ever present, and the changing fortunes of
large corporate agribusiness capital in the region so deeply intertwined with this, we cannot
predict whether this corporation—state—outgrower relationship will persist. But for now, in all
its variety and differing political dimensions, this relationship dominates the southern African
sugar sector, and is central to understanding its contemporary political economy.

Conclusion

This special issue focuses on the activities of three companies across seven countries in
which they operate 23 sugar cane mills. Despite the overarching pattern of expansion of sugar
production across southern Africa, the papers document a variety of outcomes, in which the
logic of capital and investment is influenced both by state politics and national contexts, and
by local livelihoods, circumstance and contingency. These three factors combine to result in
a highly varied set of outcomes across the case studies. There is no one political economy of
sugar in southern Africa, but many depending on the interactions of these processes.

So how should we understand sugar in southern Africa? Is the sugar industry part of a
new developmental frontier in the region, transforming investment, market opportunities and
livelihoods with a ‘win—-win’ model, centred on linking core agro-industrial investments with
outgrowers, as the industry (and other advocates) claim? Or is it a predatory form of capital,
backed by elites and international finance, where production and market risks are transferred to
vulnerable smallholders; where land and water resources are ‘grabbed’; where a colonial model
of exploitative estate production is at the centre, and profits are grabbed through monopoly
power? The experience in southern Africa suggests that these stereotypes rarely apply. While
the logic of capital results in a relentless pursuit of profit, state agency and national political-
economic context influence outcomes, as do local conditions, where particular negotiations,
resistances, and accommodations matter. The result is diverse patterns of production and profit,
together with different livelihood outcomes for very different types of ‘outgrower’.

Sugar production in southern Africa is highly dependent on a small number of large
commercial players, mostly with a South African base. Such companies must nonetheless
manage the vagaries of international markets, and they must also negotiate for labour, land
and water with a large number of national governments, and, to a variable extent, with local
‘traditional” authorities and communities. We have identified some themes that run through
the papers in this special issue: the dynamics of production and profit; the market context; the
labour regime; the role of states and public investment; the implications for access to land and
water; and the consequences for livelihoods. The papers that follow explore these themes in
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diverse contexts, and illuminate some of the key dynamics of current corporate agricultural
investment in southern Africa. Together, the papers offer an opportunity to analyse the diverse
and contingent influences of capital in a heterogeneous regional context, and therefore to gain
an understanding of the intersections of capital, agrarian change and development.
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