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Abstract

In 1994, South Africa was detached from the brutal apartheid regime which forcefully removed and
dispossessed majority blacks from their arable land and allotted them non-arable and unproductive land. Post 1994,
South Africa introduced various transformative interventions to redress the past apartheid land removal and injustices
to give back and redistribute land back to the black majority. Against the backdrop of this, South Africa has continuously
been using the freedom gained to join and belong to various international and regional financial institutions to seek
financial assistance to work the resituated and redistributed land for development, economic growth and poverty
alleviation. International institutions are known for supporting countries in their quest for development in order to
enhance their economic growth, improved standard of living and eradication of hunger and starvation. To this end, this
paper looks at the significant roles of these institutions in providing needed assistant to South Africa to ensure that
redistributed land is developed and used for broad productive and beneficial purposes.
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1. Introduction

The need to reform laws and legislation to enable equal access to land for everyone, has also
necessitated to the need to ensure land development to accommodate the needs of all people,
particularly those living in underdeveloped areas. However, same could not be achieved without
establishing measures to assist underdeveloped countries to optimally redress the historical injustices
and its legacies of underdevelopment.® It was for this reason that the international committee (UN)
invested in financial institutions to aid underdeveloped countries to improve the lives of all people.*
By ensuring that people are afforded better living conditions and access to other necessities of life
such as health facilities and educational institutions despite the land tenure system used in their
respective areas.®

Land development will not only grant access to fundamental human rights services; however,
it will also contribute into productive use of land made available through redistribution.® The much-
needed developments particularly in rural areas will require land reform beneficiaries to utilise their
land to realise development, economic growth, create jobs and employment and alleviate poverty.
Land could be used for agricultural purposes or even industrial purposes, but it will still serve the
need to avail fundamental rights services. If land is used for agricultural purposes, it will provide
food that will nature the lives of people and generate income for the farmers. And if land is used for
industrial purposes, it will also provide employment opportunities and ensure that people earn a
living to fend their families. However, if the land is left unused it will neither provide food nor avail
essential services to the people. Notwithstanding the need to utilise land productively to improve the
lives of beneficiaries, same must be appreciated that the member state may not have enough budget
to ensure that land is used productively by affording support services to everyone who has been given
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access to land. Hence the international committee established financial institutions to support and
assist member states to develop their countries by utilising land productively to promote and improve
better living conditions for all citizens. This chapter will discuss the institutions that promote and
finance land development.

2. World land bank

World land bank is a financial institution aimed at providing loans and grants to developing
states with the aim of alleviating poverty by promoting broad economic growth and development.’
The bank receives funding from member states and maintains its liquidity through interest of loans
it makes available to borrowing states. However, the target projects for World Land Bank are those
that private companies or firms would not necessarily take interest of and such projects do not
necessarily generate income, however they contribute in improving the lives of people.® Projects
such as building of a health facility in rural areas which does not necessarily generate income to the
developers, but it provides access to fundamental human rights services and it has a positive impact
on the lives of the rural dwellers. Moreover, it creates employment opportunities to the local people
and consequently improve the social and economic status of the rural dwellers. Furthermore,
developmental projects attract investors to partner with the local people and establish new
developments ventures as the developmental area would have pose as a new market for other
developmental projects.

The World Bank is an international intermediary funded by 184 member states. The purpose
of World Bank is to “provide loans and grants to developing states with the aim of alleviating poverty
by promoting economic growth”.® The World Bank receives funding from developed countries
which are member states and also acquire its funds from borrowing on international capital markets.
The World Bank operates in a similar fashion as the bank an individual may approach for a loan,
except that it only borrows national governments.’® The World bank often fund projects that
promotes infrastructure, health, education, alleviation of poverty and so forth. Projects like this may
have social benefits but not enough to benefit private firms, hence they are not considered much but
private firms. Building a bridge in a rural area is not a type of a project a private firm would associate
with for profit. Hence projects like this are left to be attended by the government, which in most
cases has limited resources and that is where World Bank is able to lend a helping hand to the
government to ensure that projects of that nature are attended to timeously. South Africa is a
developing country, which has suffered a lot of underdevelopment particularly in the rural areas
where black people were relocated to.!! The apartheid government did not only dispossess land
belonging to black people, but it ensured that rural areas remain undeveloped. Infrastructures such
as schools, libraries, clinics and other necessary institutions are still lacking in rural areas, even after
land has been redistributed to black people.'? This is owing to lack of development which is resultant
from lack of resources and skills from land reform beneficiaries. However, institutions like world
bank aimed at assisting developing countries with funds to improve the lives of the citizens should
be approached by the state to lend funds that will focus on assisting land reform beneficiaries to
utilise their land productively and develop their areas.
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3. The International Monetary Fund

The International Monetary Fund (IMF) was established for the purposes of providing short-
term support for countries facing financial challenges. This is clearly stated in the IMF’s Articles of
Agreement of the International Monetary Fund, “International Monetary Fund, February 22, 2010 as
follows: “to give confidence to members by making the general resources of the Fund temporarily
available to them under adequate safeguards, thus providing them with opportunity to correct
maladjustments in their balance of payments without resorting to measures destructive of national or
international prosperity.”

The IMF’s mode of operation is based on the phrase “under adequate safeguards” meaning
as part of the agreement to provide resources to the country in need, the IMF makes certain demands
about the government fiscal and monetary policies. This is referred to as “conditionality” as is
described as follows; When a country borrows from the IMF, its government agrees to adjust its
economic policies to overcome the problems that led it to seek financial aid from the international
community. These loan conditions also serve to ensure that the country will be able to repay the Fund
so that the resources can be made available to other members in need. In recent years, the IMF has
streamlined conditionality in order to promote national ownership of strong and effective policies.

A country’s balance of payments consists of two components. The first is the trade balance,
which is the distinction between the value of a country's imports and exports for a particular period
and is the largest component of a country's balance of payments.*®* Accordingly, it means that the
country that imports more goods and services than it exports in terms of value has a trade deficit as
opposed to a country that exports more goods and services than it imports has a trade surplus.
Therefore, in terms of the IMF balance of payment “maladjustment” means that a country is running
persistent trade deficits. Consequently, this means that the country is borrowing more from other
countries and is building up its external debt.

The second component of the balance of payments is the interest that a country must pay on
its “existing external debt” (the debt that is accumulated when a country imports more than it
exports). This means that the debt accumulated in the past lead to worse debt in the present. This
consequently mean that a country that received funding or loan from IMF which also have previously
imported more goods than it exported has a higher interest rate to pay. As a result of the previously
accumulated debt. However, the country’s external debt does not grow forever, at a certain point of
indebtedness the country may be exempted from accumulating more debt through the application of
default on understanding debt.

In order to have a positive account on external debt, South Africa must focus on
manufacturing and producing goods locally to export to other countries. This will not only ensure
that South Africa maintains a positive external account, but it will also improve the lives of South
African citizens, particularly those living in poverty. The state must invest in land reform
beneficiaries by providing adequate support services such as funds, resources and skills training to
utilise their land productively and consequently participate in producing goods locally that will be
sold on international market.'* This will not only improve the livelihoods of beneficiaries, but it will
also improve the economy of the country and consequently ensures a positive external account on
IMF. Therefore, South Africa can rely on productive use of land to strengthen the country’s economy
and consequently improve the living conditions of all citizens.*®

4. The World Trade Organisations

The World Trade Organisation (WTO) is an international body that regulates trade operations
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between member states. The WTO set out rules and regulation for international trade and resolves
trade disputes between member states through negotiation process.*® Furthermore, WTO presides
over matters emanating from trade agreements between countries, most notable the General
Agreement on Tariffs and Trade (GATT). The WTO is generally known for its speciality in
negotiation proceeding and has a recommendable history of assisting countries which have faced
trade barriers and have them lowered, the negotiations have immensely helped to liberalize
international trade.

The WTO will be very instrumental in assisting South Africa to forge more trade relations
with other countries, in order to open more international market for the land reform beneficiaries
who will be producing goods locally. Creating market for land reform beneficiaries will ensure
continuity of developmental projects carried on from their lands. Moreover, it will ensure
sustainability of developments and reduce the number of developmental projects which are often
abandon due to lack of funds for continuity.*’

5. United Nations Industrial Development Organisation (UNIDO)

UNIDO is the specialized agency of the United Nations that promotes industrial development
for poverty reduction, inclusive globalization and environmental sustainability.'® The core objective
of UNIDO is to ensure that development plays a role in eradicating poverty of all citizens of
developing countries. UNIDO promotes use of natural resources to create sustainable development
for all. However, for most states to make a meaningful developmental project, it requires financial
assistance, hence the UNIDO promotes industries developments to improve the economy of the
country.!® The state may loan money from other international financial institution for developmental
purposes, UNIDO will then make available services to such borrowing states to advise and assist in
executing industrial developments which will generate income for the state and also ensure that the
state is liquidated to repay the loan and continue to use the development to improve the lives of all
people. Moreover, ensure that such development is sustainable to continue to positively impact the
lives of all citizens. Therefore, the duty of UNIDO in developing countries is to assist and ensure
that such countries take part in industrial developmental projects that are both sustainable and gainful
to all people.?°

6. New Development Bank

The New Development Bank (NDB) is a development bank established with the objective of
financing infrastructure and sustainable development projects in Brazil, Russia, India, China, and
South Africa and other emerging economies and developing countries.?! The development bank
supports public or private projects through loans, guarantees, equity participation and other financial
instruments.?? NDB is a financial institution which promotes development and provides financial
support to ensure that development is realised in underdeveloped countries.?® However, the financial
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support made available by NDB is not given freely or rather donated. NDB makes available loans,
guarantees and other financial instruments™ in exchange of interest and repayment of the principal
amount. This practice ensures the liquidity of the institution. Partnered states can borrow and repay
the money from the institution, however the process of securing funds must be coupled with the
undertaking of using the funds for developmental purposes.

7. International Bank for Reconstruction and Development

The International Bank for Reconstruction and Development (IBRD) is a global development
cooperative owned by 189 member states. It is one of the largest development bank in the world, it
supports the World Bank Group’s mission by providing loans, guarantees, risk management
products, and advisory services to middle-income and creditworthy low-income countries, as well as
by coordinating responses to regional and global challenges. The IBRD is invested in ensuring that
developing countries are afforded financial support to improve the lives of the people and
consequently contribute to sustainable development of the country. A countries economy is deepened
on the industrial activities of the country. Hence the need to ensure that states use their natural
resources to improve the lives of the people and ensure that there is sustainability in their
developments to positively impact the economy. IBRD provides financial relief to states in need to
improve their social and economic status through developmental projects.

8. International Fund for Agricultural Development

The International Fund for Agricultural Development (IFAD) is an international organization
whose objective is to improve agricultural development and livelihoods in developing countries.?*
Its mandate is carried out in projects and programmes are focused to remote and environmentally
fragile locations, including least developed countries and small island developing States. The main
objective of IFAD is to assist the most vulnerable groups such as smallholder farmers, pastoralists,
foresters, fishers and small-scale entrepreneurs in rural areas by providing, among others, access to
weather information, disaster preparedness, social learning and technology transfer that enables
farmers to feed growing populations and increase the climate resilience of rural farming systems.?°
The expertise and services provided by IFAD are solely aimed to ensure that the emergent and non-
skilled farmers are adequately assisted to ensure production in their farming activities. The
programmes provided by IFAD contribute to knowledge transfer programmes to venerable farmers
and also serve as a farming guidance programme to the beginners.

9. The link between international and domestic financial institutions

International institutions and agencies that promote development both by finances or other
related services are of paramount importance to local or domestic institutions.?® The international
institutions serve as financial reservoirs for financial struggling countries in need of development.
However, gaining access to the funds and services requires a state intervention. For local institutions
and agencies to gain access to funds held in international financial institutions, the state must request
financial support and make an undertaking to repay the loaned money.?” After the state has borrowed
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money, such money will be released to the state in question and allocated to relevant institutions for
the intended development. Once the funds have been allocated to the local institutions it is then made
available to the locals to apply for funding to execute their developmental projects. However, the
application thereof requires borrowing individuals to furnish security and to repay the money in a
specified period, with interest. whilst the state is making available funds for development, the
international financial institution affords such state repayment holiday. In order to afford such state
a reasonable time to execute developmental projects and generate income to repay the loan.

In South Africa Land Bank is one of the local financial institutions aimed at providing
financial assistance to individuals intending to develop land. Land Bank is the national financial
institution with the competencies of acquiring finances on international institutions.?® Such funds are
aimed at assisting land reform agencies and councils aimed at improving the lives of people through
farming and other industrial activities that contributes to development which is sustainable.
Accordingly, Land Bank plays a role of intermediator of land reform agencies and beneficiaries on
international markets.

10. The Land Bank

Agriculture Development bank, which is commonly known as the Land bank, is aimed at
assisting emergent farmers who require capital and financial support to fund their agricultural
projects.?® The Land bank is an independent institution created by the state to assist emergent farmers.
However, it is not funded by the state, its liquidity relies on loans from foreign financial institution.
Recently the land bank signed a R900million long term loan facility in 2018 with German
Development Bank KfW. The loan facility is to be payable in 10 years’ period with a 2-year payment
holiday. However, this is not the only funding the land bank has received, in 2017 the land bank
secured funding through the World Bank and its Multilateral Investment Guarantee Agency (MIGA)
of an amount of R3.5hillion loan facility with a 10-year maturity period, in support of a long-term
commercial loan from Standard Chartered Bank and DZ Bank. The land bank further signed a similar
facility with the European Investment Bank (EIB) to the amount of R50million. All these funds were
secured for purposes of supporting the much-needed boost in agricultural development in South
Africa.

The reason why land bank relies on loan facility to ensure liquidity of the bank for the benefit
of the agricultural sector is owed to the fact that the state does not fund the land bank, however it
provides guarantees and the bank is expected to raise all funds dispersed to farmers on the capital
and debt market.3° This could be a very strainers and lengthy process to acquire funding for purposes
of supporting black emergent farmers. As a result, not all the time land bank is in a liquid position of
funding black emergent farmers particularly those who are just beginning. The land bank awaits loan
repayment from funded farmers in order to secure funding for other farmers and also relies much on
loan facility from foreign funders (banks) in order to maintain long term liquidity.

The loan repayments instalments from funded farmers are not guaranteed and the land bank
is expected to pay back the loan within a specified period of time and as a result it cannot risk funding
beginners who are not well conversant with the agriculture industry. When farmers are granted the
loan or funding by the land bank to conduct their agriculture activities, they are expected to repay
the loan from the profits made from their sale of products. Meaning farmers are expected to have
good production in order to make sales and generate income to repay the loan, however, it is
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unfortunate for farmers who are not vested with the practices of conducting agriculture activities
such as poor unskilled land reform beneficiaries, as there is no room for fail crop production, funded
farmers are expected to be productive in their farming activities.

This is another weakness on the land reform program regarding post-settlement support
services to land reform beneficiaries, in order to ensure that redistributed land is productively utilised.
Another challenge is that most land reform beneficiaries lack collateral property in which the loan
can be bonded against as security. Since the state no longer transfers rights of ownership of
redistributed land to land reform beneficiaries, and as a result the land reform beneficiaries do not
hold tittle over the land. However, they are lease holders and cannot register the land as security for
loan.

Perhaps the requirements for land reform beneficiaries to gain access to funds should be
revisited, in order to ensure accessibility of funds to utilise land productively, particularly for
agricultural purposes. Revisiting the requirements does not necessarily mean that the requirements
should be weakened but be realistic to the challenges faced by land reform beneficiaries. Challenges
such as lack of ownership rights over the land they possess, and as a result they fail to furnish security
for the funds they require. However, it should be noted that there are risks associated with loaning
and lending money, therefore there must be some sort of security to safeguard the interests of the
bank should a land reform beneficiary fail to repay the funds. Therefore, the state should furnish
security on behalf of land reform beneficiaries as a surety and further take initiatives to ensure that
land reform beneficiaries are mentored, monitored and assisted by experienced farmers to farm
productively and generate income to fend for their families and also repay the funds.

Moreover, Land Bank should forge a workable relationship with land reform agencies and
councils, in order ensure effective service to land reform beneficiaries. Agencies such as the National
African Farmer’s Union of South Africa (NAFU) provides services to black farmers who have been
excluded from mainstream agriculture, the purpose of NAFU is to provide access to resources such
as land, credit, information, and other related support services. African Farmers Association
(AFASA) is aimed to promote successful commercial farming and ensure sustainability of the
agricultural developments. Agricultural Research Council (ARC) is focused on providing
agricultural research and development to ensure effective method transformation in the agricultural
activities. Whilst Agri South Africa (Agri SA) Promotes development, profitability and sustainability
of agricultural activities. Last but not least Agricultural Business Chamber (ABC) is focused on
creating and negotiating favourable agricultural business environment to encourage healthy
competition and open market for all agricultural farmers to participate in.

A collaboration of Land Bank and the above-mentioned Unions and farmer’s association
would ensure speedy realisation of land reform objectives. Particularly optimal use of redistributed
land in agricultural activities to generate income and alleviate poverty amongst land reform
beneficiaries. However, such partnership will need to have clear objectives on how to assist land
reform beneficiaries to productively use their land and also contribute to the economy. Not only will
the partnership assist land reform beneficiaries with funds, but it will also create a platform for
exchange knowledge, skills and information necessary to farm productively. It will further create
opportunities for emergent farmers to participate in the agricultural market. Consequently, this
partnership will ensure that emergent farmers farm productively and sustainably. Therefore, the
impact of social cohesion between financial institutions and land reform unions and associates would
successfully contribute to sustainable development of the country. By ensuring that no land is left
fallow or abandoned due to lack of resources, information and knowledge.

11. The significance of land development

According to Article 32 of UNDRIP the indigenous people have a right to determine and
develop strategies for development and use their land productively. The provisions of Article 32 read
together with the provisions of Section 5 of the Social, Economic and Property Rights Article XXV
provides that indigenous people have a right to own, control, use and develop their lands. The
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provisions of these two statutes implies that indigenous people are allowed to make strategies that
can assist them to use and develop their land and consequently alleviate poverty. In the South African
land context, when developers want to develop the land that belongs to indigenous people or land
held in communal. That is land held in trust by the traditional leader for the benefit of the community.
The developers have to approach the traditional leader to seek his permission to utilise the land. The
traditional leader will therefore convene a meeting with the community and request the community’s
comments and interest on the proposed development. After such community engagement, the
traditional leader will take a decision having considered the concerns and comments of the
community.

In an event where the traditional leader would have granted permission to the developers, the
developers will in return be required to compensate the community whether in monetary value or by
affording community members employment opportunities or doing some community services to
assist the community. However, in circumstances where the developers were already in possession
of the land and had performed developmental activities on the land, before the land claim in favour
of the community was lodged. The developers will have to compensate the community or in an event
where land can be occupiable, return the land. Through the process of expropriation conducted by
the state on behalf of beneficiaries and restitute or redistribute the land to land reform beneficiaries
(community).

However, this does not necessarily mean that development is not encouraged and accepted in
rural areas, but proper procedures of initiating development ought to be followed. Furthermore, laws
ought to be complied with, legislation governing and regulating rural development. Legislation such
as Development and Facilitation Act (DFA), which is aimed at supporting rural development and
providing procedures to be undertaken and institutions to lodge relevant documentation with.
According to Section 27 of the Development and Facilitation Act the Local Government body is
entrusted with the duty to set land development objectives, and in any event, they fail to do so, the
Minister of Executive Council (MEC) will be responsible to set out the land development objectives.
Consequently, the responsibility to ensure that land development objectives are set lies with the Local
government and the MEC, therefore developers and investors are encouraged to conduct
developmental projects, however such projects must be in line with the outlined land development
objectives.

South Africa should invest in ensuring that redistributed land is used productively to combat
hunger and starvation like the Uganda land reform system. Which is focused on improving the lives
of land reform beneficiaries both socially and economically. This is a land reform programme that is
aimed at alleviating poverty through productive use of redistributed land to ensure food and income
for land reform beneficiaries. In order to achieve this, South African land reform programme should
consider redefining post-settlement support services, by ensuring that land reform beneficiaries are
afforded a comprehensive post-settlement support service to enable them to farm productively and
contribute to the economy of the country.3! Lastly South African land reform programme should also
encourage new ways of farming to ensure good production. Farming strategies such as the Mexican’s
which focuses on technological innovation such as crop shifting and multiple crop system. This is
the practice of growing two or more crops on the same land during one growing season, this will
ensure productive production and allow intensive cultivation throughout the year seasons and
consequently ensure food security and contributed to the country’s economy. With this type of
production hunger and starvation will be combatted amongst land reform beneficiaries, furthermore
this type of farming strategy would ensure continuous use of redistributed land and consequently
contribute to sustainable development. This would be another measure that South African land
reform programme could consider together with a comprehensive support services to ensure that land
reform beneficiaries do not abandon farming and leave land to lay fallow.

31 Nthai, M.M., (2017). Effectiveness of land redistribution programme in improving the quality of life: a case of Vhembe District in
Limpopo Province. Available at: http://ulspace.ul.ac.za/handle/10386/1895 [Acessed 09 12 2020].
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12. Conclusion

Providing financial support to member states to ensure that the member states are liquidated
to improve the lives of the citizens is a good initiative. However, the objective it is defeated when
member states establish national or domestic financial institutions that impose strict requirements
towards accessibility of funds to utilise land productively. Although one may argue that the strict
requirements guard against liquidity of the institution, mismanagement of funds by officials and
creates accountability to the institution, whilst ensuring that land developers are able to repay the
funds. However, the strict lending requirements are often a hindrance to development in that people
who are in possession of redistributed land are often not in possession of ownership rights as a result
they cannot furnish security to the financial institution.

Furthermore, there is a need to reconcile developmental laws with the prerequisite
requirements of financial institutions aimed at assisting land reform beneficiaries to utilise their land
productively. It is of no benefit to have laws that advocate for development whilst the measures put
in place to ensure realisation are not practicable to the target market (land reform beneficiaries) social
and economic status.
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