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Food is not a finite resource, as is the land it is cultivated on. Future generations will have to find creative
ways to integrate production, marketing, distribution and technology in such a way that optimal usage of
scarce food resources is achieved. Efficient fresh produce markets and specifically efficient electronic
food spot markets could play a central role in stimulating, coordinating and optimizing the flow of food
across multiple geographical regions. This cannot be achieved through traditional approaches to
technology, as it requires systems to play a much more prominent role than just facilitating sales
transactions. In order to establish electronic fresh produce spot markets of the future, we will require a
deeper understanding of how broader institutional trust signals are to be facilitated through technology
interfaces. This thesis explores the relationship between the use of self-service technology and the
institutional environment emphasising the importance of understanding the relationship between

technology’s use and the specific institutional forces governing trust forming behaviour.

This thesis offers a rare insight into the functioning of a network of municipal fresh produce markets in
South Africa which is characterized by a unique institutionalized trading environment that functions on
high levels of trust between the grower, the sales agent and market authority. These markets share the
same business model, governance framework, management and operational structure that has been
designed specifically to provide a low risk, low cost marketing channel for fresh produce. Product is sold

on a consignment only basis with an ad valorem commission being paid by the grower on the gross selling
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price. No written contractual agreements are in place governing this arrangement between the grower and
the institution and if one takes into consideration that around R14 Billion (an estimated $1.1 Billion in
2014) are transacted annually in this manner, it is a remarkable example of how various institutional
technological structures combine to facilitate such a trust driven environment. The use of self-service
technologies have potential to revolutionise the role South Africa’s network of fresh produce markets
play, not only in the economy of South Africa, but also within the broader Southern African Development
Community. But our understanding of how to structure solutions using self-service technology within
fresh produce spot markets are still lacking. Given the importance of food security, the establishment of
centralized food markets utilizing technology in creative ways would be vital to ensure the various
economic, commercial and socio-political benefits flow back to the various stakeholders. The challenge
fresh produce markets face is how to port the broader institutional trust dynamics it currently enjoys to an
environment facilitated purely though technology interfaces. Although trust and technology are central to

the functioning of these markets little research has been conducted into its role within these markets.

The study utilises a qualitative case study to document the dynamics of the social and technology
environments on markets. The study reveals the importance of the alignment of technology, not only with
the various business processes, but also with the formal and informal governance structures that regulate
the activities internally and externally to the market environment. A conceptual framework is presented

that illustrates the formation of trust within self-service environments.
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LIST OF ABBREVIATIONS

APAC Agricultural Produce Agent Council. Www.apacweb.org

ASEAN Association of South East Asian Nations

DAFF Department of Agriculture, Forestry and Fisheries

FAO Food and Agriculture Organisation

FMCG Fast moving consumer goods

GS1 International barcode standard, http://www.gs1.org/

HACCP Hazard Analysis and Critical Control Points

ICT Information and communication technologies

IS Information System/s: “Information systems (IS, This is the means by which IS professionals and companies
utilize technology to assemble, manage, save, employ and distribute information. According to Laudon and
Laudon (1998, pp. 7-8) “an information system can be defined technically as a set of interrelated components
that collect (or reserve), process, store and distribute information to support decision making and control in
an organization.”

IT Information technology

JFPM/IM Johannesburg Fresh Produce Market
“JFPM” means Johannesburg Fresh Produce Market (SOC) Limited (trading as Joburg Market), a
corporatized municipal entity incorporated in terms of the laws of the RSA.

LSM The SAARF LSM (Living Standards Measure) has become the most widely used marketing research tool in
Southern Africa. It divides the population into 10 LSM groups, 10 (highest) to 1 (lowest, Previously eight
groups were used but this changed in 2001 when the new SAARF Universal LSM consisting of 10 groups
was introduced (http://saarf.co.za/LSM/Isms.asp).

NAMC National Agricultural Marketing Council. The National Agricultural Marketing Council was established in
terms of the MAP Act No. 47 of 1996, as amended by Act No 59 of 1997 and Act No. 52 of 2001. The
NAMC provides strategic advice to the Minister of Agriculture, Forestry and Fisheries on the marketing of
agricultural products.

NFPM National fresh produce market/s

PPECB Perishable Produce Export Control Board (www.ppech.com)

PROKON Control for Agriculture (Prokon) renders quality assurance, product management and grading service to the
South African fresh produce industry. http://www.prokonsa.co.za/

SST Self-service Technology

ST Structuration Theory

WHO World Health Organisation
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“One of the things that people do not understand is that markets are creations,
they are not something that we can find; a market has to be created.”
Ronald Coase (2012)

CHAPTER 1 Page|2

© University of Pretoria



“ UNIVERSITEIT VAN PRETORIA
D UNIVERSITY OF PRETORIA
YU
&=

NIBESITHI YA PRETORIA

1.1 Introduction and background

We do not simply encounter markets as pre-existing institutions (Coase, 2012). Humans create, use and
change markets deliberately to serve commercial and political agendas. This thesis explores the
relationship between institutional trust-formation and the use of technology. Modern food markets have
evolved from central town square styled meeting places into sophisticated production, logistical, financial
and consumption eco-systems. These food markets play a central role in providing food security and food
safety to a growing mostly urbanised population. But as illustrated in this thesis, the ability to migrate the
multitude of services offered on fresh produce markets - which in the South Africa relies heavily on

institutional trust - to a pure self-service environment faces numerous challenges.

Technology has the potential to play a pivotal role in enhancing trust in the various services food markets
offer but to migrate to future electronic markets will require multidimensional frameworks with a broader
and systemic perspective (Alt & Klein, 2011). The evolution from floor based trading to electronic market
environment expose a range of socially embedded practices relating specifically to monitoring and
signalling. Implementing self-service technologies, one has to consider the specific service context with
its unique set of characteristics. One has to move away from the narrow transactional and techno-centric
view that self-service technologies are simply about automating transactional workflows towards
recognising the material influence of social practices of technology (Orlikowski, 2005a). Understanding
the nature of this underlying socio-technical dynamics would assist us in understanding the provisioning

of self-service technologies better:

“... information systems reform depends not only on technical improvements but also on
in-depth understanding of political, socio-cultural and administrative factors.” (Indeje &

Zheng, 2010:6)

“Understanding the organizational, strategic and social implications of the IT-based
transformation is required to understand the successful adoption and operation of electronic
markets.” (Alt & Klein, 2011:42)

Electronic markets as institutions consist of various governance structures, formal and informal methods
of sanction and social norms. Bijman (2006) defines governance as inclusive of formal and informal

structures informing a transaction environment. Just as in the case of a physical market place, trust
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dynamics between the actor and institution defines the level of engagement actors have with electronic

markets.

“In today’s world (of business) we have limited face-to-face contact with autonomous and
fully self-responsible individuals and thus, in many situations, simply need to rely on
unknown collectives of experts, i.e. representatives of the latter. This makes institutional-
based trust a vital resource with regard to coordinating and governing the complex socio-

economic world that we inhabit.” (Bachmann, 2011:206)

Since the introduction of the Internet, we have seen a change in the way we interact with technology
(Dutta, Dutton & Law, 2011). Giddens (1990:6) offers three perspectives on the change we see. Firstly,
the “pace of change” is a lot faster than previous generations experienced. In an exponential manner, the
Internet in itself allows for the rapid proliferation of information, knowledge and communication across
the globe. This in turns fuels even more modes of change. Secondly, the “scope of change” is
transformative in a way never seen before. Again, the Internet played a pivotal role and established a vast
array of new connections across the globe (time and space) between people and institutions. This not only
affects the distribution of knowledge and technology, but also the exposure to a world of knowledge
exponentially bigger than in the past. Thirdly, technological changes affected the intrinsic nature of
modern institutions. Through the ease of establishment of nodes within this growing global network, the
traditional notion of institutions (social or commercial), are re-defined. With the global collapse of major
state and private entities, institutional trust can be seen as the only realistic access point to repairing and

maintaining trust in broader institutions:

“The trust crisis is essentially due to a breakdown of macro-level trust, i.e. trust in (large)
organizations. This is why we urgently need to know more about the development, repair,

reach and potential of institutional-based trust.” (Bachmann & Inkpen, 2011:4)

Given the growing importance of understanding institutional trust, we also need to understand the
relationship between institutional trust and self-service settings. This thesis contributes to this discussion

and develops a conceptual framework to assist our understanding of such environments.

Chapter 1 highlights the global challenge of food production and the important role that markets play in
addressing food security internationally and in South Africa. Access to food markets and the ability to

integrate these markets electronically into value chains are set to become a vital component ensuring the
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sustainability of food production and consumption. The chapter also presents various calls for research
into trust, especially institutional-based trust formation within electronic environments and concludes with

the problem statement, key objectives and an overview of the thesis' structure.

1.2 Background and problem statement

It is essential to provide background to the research question in order to ground the research process within
a specific context. Research questions needs to show its relevance as either part of theory building or
addresses a crucial aspects related to organisations (Eisenhardt & Graebner, 2007). In addition Chapters
7 and 8 extends the discussion surrounding food spot markets and specifically the markets in South Africa
in order to provide additional background. The following section introduces the broader problem of food
security and how this would require us to look differently at the role of food spot market’s use of

technology.

1.2.1 Food production (2050)

Food is not a finite resource, as is the land on which it has to be cultivated. The traditional approach to
food production will not be able to sustain a growing population and a dwindling production capacity
(FAO, 2011). Future generations will have to find creative ways to integrate production, marketing and
distribution methods in such a way that optimal usage of scarce food resources is achieved. Efficient fresh
produce markets and specifically efficient electronic food spot markets could play a central role in
stimulating, coordinating and optimizing the flow of food across multiple geographical regions. This
cannot be achieved through traditional approaches to technology, as it requires systems to play a much
broader role than just facilitating transactions. To achieve this objective the institutional relationship
between technology’s use and the specific institutional forces governing trust behaviour within these
electronic markets needs to be understood. A practical example of how such an approach might assist
various initiatives is illustrated in Figure 1.1. Within this financial services context, the integration of the
grower and other role players into the broader approach is proposed to unlock the potential benefits offered
by the whole technology eco-system. But as can be seen from this example, integrating and coordinating
the interaction between each one of these role players assumes the existence of institutional trust

structures.
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“Improving supply chain efficiency: Mobile technology can improve communication
between smallholders, distributors and retailers. Farmers and field agents can share
information with retailers and distributors via mobile and distributors can track and trace
the movement of produce and manage their fleets using machine-to-machine (M2M)
technology.” (Vodafone, 2014:36)

Relationships between the grower, its peers, suppliers and ultimately the broader institutions of
government and financial entities, create a web of social and technical challenges for the functioning of
SST solutions. Sharing of information, as an example, requires the stakeholders to trust each other. In the
case of SST solutions, this trust relationship is not necessarily initiated and maintained through personal
interactions, but rather through a technological interface. In Chapter 5 the various trust concepts highlights
the fact that the use of technology removes the richness of signals in personal relations that allows us to

form perceptions surrounding trust.

FINAMNCIAL
INSTITUTIONS Ecosystem Benefits
* Higher incomes
improve access of
GOVERMNMENT farmers and their
families to health care,
education and other
Farmer B enefits vital services
SUPPLIERS + Payments; Reduced « Increased access for
transaction times and costs suppliers to thousands
and lower vulnerability to of customers and
theft and loss improved information
BUYERS * Credit: Accesstocredit in - on customers needs
areas without bank + Formalization of the
locations and development agricultural economy;
PEERS of credit history improve tac collection
] + Savings: Access deposit Resulting data and
Farmer Benefits products for increased analytics improve
— *Improved faming financial security, cash flow  senvices in other
D practices and yields management and sectors
@ *Better prices / higher  jpyestment + Increased pool of
income - Insurance: Increased savings for investment
* Reduced time to accessibility of insurance, and financial services
market reducing income volatility EXpansion
EARMER + MOBILE MOEBILE _ ECOSYSTEM
INFORMATIOM X FIMAMNCIAL - BEMEFATS

SHARING SERVICES

Figure 1.1: Broader technology eco-system
Source: WEF (2011:4)
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Underlying this suggested technology layer there are numerous institutional relationships that have to be
at a mature level to unlock the benefits such an initiative promises. Sharing of information, centralisation
of data gateways, regulating and protecting the interest of all parties are some of the issues that require
trusting relationships between the stakeholders. Information asymmetries alone would severely constrain
adoption of self-service technology and this specifically affects the small-scale grower who is reliant of
low cost information (Ochieng, Okello & Otieno, 2013).

“Technology is set to play a critical role across the broader spectrum of market exchange
dynamics. The greatest challenge to smallholder farmers in Africa is lack of markets
although new developments point to linking them to specific markets. Since linking
farmers to markets in Kenyan agriculture is a relatively new phenomenon, both at the level
of government and the NGO/donor, it has not been established what works and what does

not.” (Kabiru & Lagat, 2013:389)

Nine billion people need to be fed by 2050 (WEF, 2009). That is 35% more people than in 2014 (FAO,
2009). Feeding a changing demographic of higher income, richer urbanised middle class populations that
demand higher quality, safer, convenient and healthier food (Kabiru & Lagat, 2013; WEF, 2009) add to
the challenge of future distribution infrastructure and the way technology should support it. Urbanisation
of 70% (compared to 49% currently) will also require more efficient marketing services supplied through

coordinated supply chains and centralised food markets.

The key growth areas are set to come from the 49 least developed countries (UN, 2013), the majority of
which are situated in Sub-Saharan Africa. These countries are expected to double in population from 898
million in 2013 to 1.8 billion in 2050 and have mostly a younger population. Estimates are that 80% of
the increase in production will come from productivity and yield factors with only 20% from arable land
extension (FAO, 2009). Africa has the largest proportion of arable land available and many nations are
looking to and investing into Africa (Deloitte, 2012). Renewed focus on Africa will place pressure on the

sales and marketing infrastructure and will require enhanced electronic trading platforms.

Table 1.1 provides a summary of some of the key challenges facing food production and paints a

challenging picture. We as mankind will have to be more creative in order to address these challenges.
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Table 1.1: Fast facts: Challenges facing world agriculture
Source: WEF (2009)
There are 925 million hungry people in the world

World population is expected to grow from 6.7 to 9.1 billion by 2050

Food production will need to nearly double by 2050

About 40% of the world's arable land is degraded and will be further affected by climate change
There are 500 million small farms in developing countries supporting 2 billion people

GDP growth generated by agriculture is up to four times more effective in reducing poverty than growth generated by other
sectors

Development aid to agriculture was at 4.3% in 2008 compared to 18% in 1979

Poor people spend 50%-80% of their income on food

In addition to growing population numbers, the cultivation of arable land, climate change and subsistence
farming in developing countries contribute to the challenges agriculture planning poses to governments
and private sector. Agriculture is responsible for 14% of the world’s greenhouse emissions and 70% of its
water usage making it not only an essential supplier of food but also a key consumer of resources (WEF,
2009).

Without a structured integrated approach to the use of technology from an institutional level, the
investments into the various initiatives run the risk of being fragmented and duplicated leading to failure.
Sustainable agriculture lies at the core of the African continent’s ability to feed itself as well as the world.

Nobel Prize winner, Sir W. Arthur Lewis states:

“... an increase in agricultural productivity is fundamental to the solution of the problem of
distribution since it makes possible simultaneous increases in mass consumption, saving

and taxation...” (Lewis, 2004:86)

Given the multitude of challenges to future food production, various opportunities, specifically in the
fields of distribution and marketing of fresh produce is emerging. There is renewed interest amongst
government and the private sector into the relationship between agriculture, natural resources, economic
development, global warming, water, land, food-security and population growth (FAO, 2011). To take
advantage of these opportunities however, a re-alignment of policy and resource requirements has to occur

on a macro and institutional level.

CHAPTER1 Page|8

© University of Pretoria



(02%&

UNIVERSITEIT VAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

(OF

One of these focus areas are food markets, as these are critical to deliver food directly to the population
through “...policies and programs to improve access to critical factors such as know-how, markets and
the benefits of bulk buying and negotiation power” (Mail & Guardian, 2014:1, own emphasis). Indications
are that radical changes are already taking place in the methods of production, processing, distribution and
retailing in Africa. Focus falls on post-harvest technologies, traceability, cold-chain, measuring,
monitoring of quality, argochemurgy, post-harvest waste and plant symbiosis. This renewed focus
introduces new opportunities to “... access more organized and better remunerative markets for organized
farmers, who are able to respond to new emerging market demands ...” (Kabiru & Lagat, 2013:391).
Markets play a critical role to address a multitude of related issues and ““...have demonstrated the potential
to bring together agricultural stakeholders, food security and nutrition advocates and environmentalists to
establish new partnerships and coalitions in the food system.” (Ostrom & Lyons, 2012:71). This is
illustrated by the recent investment into fresh produce market facilities by the Namibian government
styled on the South African model, as part of their strategic plan to develop agriculture (See Namibia,
2006; Namfresh, 2013; Namibia, 2013; Namibia, 2015).

Regardless of the various policies that might be utilized to address the problem, the commercial viability
of markets is crucial to the long-term sustainability of food security:

“... the solution to food insecurity cannot be simply be linked to local and national policy
interventions. The findings on food sources, in particular, suggest a failure in the current

food market.” (Battersby, Lennard & Crush, 2013:9, own emphasis)

Establishing sustainable food markets can only be facilitated through the provision of effective functioning
of these markets as institutions. Looking into the future, these institutions need to embrace technology as

more than just a transactional interface, but also as a tool to strengthen trust within the institutions itself.

Access to markets is a critical component of future agricultural growth (White & Gorton, 2006; Kumar,
2009; Mail & Guardian, 2014). The cost of conforming to modern standards, methods of production and
the ability to access produce markets competitively, create a barrier to entry for especially medium and
small-scale growers into commercial agriculture (Karippacheril, Rios & Srivastava, 2011). Small and
medium growers tend to be price takers and they are exposed to the opportunistic behaviour of
intermediaries due to inadequate access and unfair market practices (Deloitte, 2012; White & Gorton,
2006).
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“Specifically, there is a need to develop and improve marketing outlets for producers and
to improve marketing efficiency and competitiveness of existing vegetable markets. Any
marketing support to small vegetable producers should focus on identifying and
minimizing/neutralizing the factors that help brokers and wholesalers to determine price
to their advantage. Any intervention should also be along the whole value chain as
competitiveness of one market depends on the other that precedes or follows it. It is
essential to design marketing strategy for increasing market chain competitiveness (both
along the whole value chain and in a given market especially where vegetable growers sell

the bulk of their vegetables.” (Gebreselassie, 2012:225, own emphasis)

A broader geographical spread of growers and subsequent increases in large distances between supply and
consumption require a higher level of transparent access to collective-market transactional information to
reduce opportunism and in turn establish trust. The establishment of electronic exchanges utilising SST
and the ability of stakeholders to trust and participate transparently in these exchanges form a key

component of such future interactions.

The aim of this study is to contribute to the discussion surrounding these important topics by focussing
specifically on the aspects surrounding technology’s role on food markets. The following section looks at

the challenges between developed and developing countries in more detail.

1.2.1.1 Challenges facing an integrated supply chain

Table 1.2 and Figure 1.2 highlight the gap that developing countries face in connecting producers and
buyers to markets. We need to find creative ways through self-service technologies to provide these

services under potentially challenging infrastructural scenarios.

Battersby-Lennard and Crush (2013) ask that the emphasis should be moved away from production/supply
side approaches to food security and be shifted to distribution and marketing factors. In South Africa, even
with its self-sufficient levels of production, the existence of food insecurity is pointing to inefficiencies
from both a distribution and an affordability point of view. As in the rest of the world, food security forms
a core part of South Africa’'s socio-economic strategy (Du Toit, Ramonyai, Lubbe & Ntushelo, 2011).
Table 1.2 provides a summary of the specific challenges faced by the developing agriculture where
technology and markets feature prominently.
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Table 1.2: Features of developed and developing country food systems
Source: ASEAN (2004:13, own emphasis)

Activities Situation in Africa Situation in Developed Countries
Agricultural | Overall low productivity due to traditional agricultural | Highly mechanized, intensive farming practices
food practices. Non-mechanized, rain-fed agriculture with little | with full use of new technologies. Plentiful
production take-up of new technologies and innovations, such as | production geared to market demands.
drought-resistant  crops. Insufficient production of
marketable subsistence food.

Transportatio | Inadequate connectivity infrastructure between areas of | Infrastructure and connectivity meet the

n/ high production and high consumption. Inaccessible | demand for rapid availability/ transportation of

distribution | production areas due to poor state of rural roads and | perishable and seasonal products.

and incomplete regional roads.

communicati

ons

Marketing Insufficient exchanges between sub-regions with different | Modern marketing techniques to maintain the
but complementary agricultural potential. Excessive | balance between supply and demand.
increases in the prices of imported commodities from the | Establishment of reasonable prices for
global market. Poor economic, logistical and trade | products.
infrastructure.

Processing Very low industrialisation, where the pricing of products is | Industrialisation of finished goods available for
generally artisanal. Low and unreliable electrification. | the growing urban consumption. Reliable
Storage conditions poorly suited to urban consumption | electricity supply. Modern storage conditions to
patterns. preserve perishable goods.

Storage Insufficient or poor food stock reserves. Inappropriate | [tem stocks are sustainable and consistent with
storage structures. health requirements

Summary High agricultural production capacity oriented to cash crops. | High food subsistence production. Good
High imports of basic foodstuffs with no control over prices | linkages in infrastructure and modern
in most countries. Low purchasing power of urban | technology. Easy access to the consumption of
consumers. Weak commercial linkages between national or | diversified food products. Better coordination
regional geographic complementary areas of commercial exchange

Feature Developed Country Food Systems Developing Country Food Systems
Agriculture | Large scale, capital intensive, high technology units and | Small scale, labour intensive units, subsistence

small-scale (often part-time) farms, with declining role for | units at one extreme and large scale, plantation
medium-size farms. High yield, high input, labour and land | operations at the other. Extensive use of
costs. Extensive use of forward contracts and futures for | informal contracts with agents or state
marketing of products, especially by larger farmers and | controlled marketing agencies, spot markets
declining auction markets. and multiple intermediaries. Low external
inputs of physical and financial resources.
Distribution | Dominance of hypermarkets and large supermarkets; | Fast growing demand. Fragmented retail

declining share for Mom & Pop stores. High volume/low
margin. Direct supply into retailer warehouses from
manufacturers. Diverse diets, consumer preferences.
Competitive pressure to meet specific consumer demands.
Focus on new product development. Increased presence of
retailers’ home brands or generic products

market, multiple, small-scale outlets. Major
shares of sales for wet markets, Mom & Pop,
with increasing role for cash & carry and
supermarkets for high- income areas. Basic
staple diets, limited consumer preferences.
Limited pressure for product development.
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Unbranded bulk products sold in retail wet
markets. Fragmented, informal delivery system
for processed products to retailers via multiple
steps of wholesalers and handlers

Across- Information technology - increasing role of information | Information technology — low levels of use.
Chain technology in input supply, production, marketing and | Multiple intermediaries between all stages of
Features distribution to enable logistics efficiencies. Food safety | the supply chain. Low levels of concentration.

standards critical for customer assurance — requiring trace
back. Dis-intermediation — elimination of intermediaries
such as agents between farmers and processors,
wholesalers ~ between  processors  and  retailers.
Concentration increasing at every level of the chain — fewer

Food consumed at home or at informal vendor
markets. Domestic focus - attempt to meet
competition from foreign products and outlets
as they penetrate the market (mainly for high-
end consumers0.

and larger farmers, processors, retailers. Food consumed
increasingly away from home — fast food and other
restaurants. International focus - trade and investment
activities to access faster growing markets in developing
countries

Growers of the future will have to address standards, higher levels of regulation, food traceability, high
value packaging and storage requirements to meet the growing demands of more formal supply chains
(See Figure 1.2). Moving from a developing to a developed produce industry, an integrated and

coordinated investment is required into the broader provision of services on markets through technology.

This section highlighted the challenges of food production and the potential role that SST use could play
in addressing food security and access to fresh produce spot markets. Developing countries will need to

adapt to these challenges and technology offers a valuable tool but more research will be required:

“...understanding the complex system of agri-food chains requires more investments in
retrieving empirical data for testing propositions and developing appropriate models.”

(Ondersteijn, Wijnands, Huirne & van Kooten, 2006:1)

The research problem this study seeks to highlight is the inability of self-service technology to effectively
accommodate both social as well as technological aspects of institutional environments in a manner that

enhances trust.

The following section introduces markets in the South African context, which offers an example of how
formalized food markets can deliver on providing low cost and low risk market access using institutional
trust as a key driver to unlock the collective benefit to the full spectrum of social, political and commercial

role-players.
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Developing Developed
Country Country
Food market systems Food market systems

Market features: Market features:
- Wet markets / Mom & Pop style outlets + Formal retail stores.
- Small scale processing - Large scale processing
F Subsistence farming - Commercial farming
- Low levels of integration - Vertical integration of the supply chain
- Informal supply chains with little formal - Integrated supply chains with formal

coordination of information/ and logistical. coordination of information/ and logistical.
- Low levels of traceability and food safety | - High levels of traceability and food safety

W

Figure 1.2: From developing to developed food market systems
Source: Adapted from ASEAN (2004)

1.2.2 Case environment: Fresh produce markets

This section introduces the case environment. Selection of a case environment should be done because

they are:

“...particularly suitable for illuminating and extending relationships and logic among
constructs...They are chosen because they are unusually revelatory, extreme exemplars, or

opportunities for unusual research access.” (Eisenhardt & Graebner, 2007)

As will be discussed in Chapter 8, technologies role in fresh produce markets has not enjoyed large scale

academic attention. Given the importance of this channel, more research is required.

One of the major marketing channels through which fresh produce is marketed in South Africa is via a
network of Fresh Produce Commission Markets. This marketing channel was established as a low cost,
low risk channel for producers in the early 1900s, reducing the barriers to entry, improving food security
and ensuring that independent regulation/oversight is introduced where bulk produce is sold (IMASA,
2012:2013).

As the example from the potato industry illustrates (Figure 1.3), the South African fresh produce grower
has a diverse marketing channel at its disposal. This combined with large volumes of product and high

demand from lower income consumers provides sufficient supply and demand pressure to sustain markets.
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Potato Study | Industry Overview

Processed market (5%)
4 .55 million 10 kg bags

Export market (8%)
7.45 million 10 kg bags
To fresh produce
markets (53%) Formal sector market (45%)
89 .72 million 10 40.35 million 10 kg bags
kg bags
Informal sector market (41%)

TablelCrop: 58] 36.92 million 10 kg bags

168.40million 10 kg bags

Not to fresh produce Processed direct (38%)

markets (47%) 29. 87 million 10 kg bags
79.13 million 10 kg
Total crop bags Export direct (7%)
191.97 million 10kg bags 5 .92 million 10 kg bags

Seed 12% Trade direct (23%)
i Seed certified (80%) 18. 58 million 10 kg bags
23 .57 million 10 kg bags 18.86 million 10 kg i
bags Farm informal (10%)
8 .23 million 10 kg bags

Seed uncertified
(20%) Rural areas formal (21%)
4. 70 million 10 kg 16.52 million 10 kg bags
bags

Figure 3: Distribution of potato crop in 2007
Source: PSA, 2009

Q‘&,& National Agricultural
2D ) Marketing Council

\\' in dynamic global markets

Figure 1.3: Potato Study an industry overview
Source: NAMC (2009:4, own emphasis in red)

South Africa’s agriculture industry experienced large scale change during the 1990’s, the results of which
is still being experienced. Two major events affected the structural nature of the local industry; the 1995
liberalisation of trade and the 1997 deregulation of agricultural markets (Jooste, 2014). Former
bureaucratic institutions (marketing boards and the fresh produce markets are examples) had to adapt to a
more open and competitive trading landscape. The opportunities were exploited by private enterprise and
that led to the growing institutional relationships between growers and retailers leading to produce
bypassing the markets.

Fresh produce markets in South Africa are characterised by the participation of multiple stakeholders,
trading on the same facility consuming a wide range of services.