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A rare South African export success is threatened by

crumbling ports
A"

packhouseat
Blydevallei
Boerdery, near
South Africa’s
easternborder
with
Mozambique,
workers pluck
unripe grapefruit offa conveyor belt. It’s thebest chance of
getting them to export markets thousands of miles awaybefore
theyspoil.
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Thecitrus farmisjust one of many fruit producers in South Africa
threatened by the near collapse of the staterailand ports
company, Transnet. Instead of railing its grapefruit, lemons and
oranges to the port of Durban, it sends them on 20-hour truck
trips. Then they can spend days in queues outside the harbor
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beforebeing shipped to countries such as South Korea and
nationsinthe Middle East.

“There’sno Transnet, that’s the problem,” saysavisibly
agitated Gert Cloete, the operations manager at the packhouse,
as hewatches over teams of workers clad in blue overalls from his
mezzanine office and explains how refrigerated trucks can sitin
queues of asmany as 400 vehicles at the port. “Younever seemto
win. It’s quite frustrating.”

Thechaos that’s enveloped Transnet — beset by corruption,
theftand dilapidated equipment — isthebiggest threattoarare
economic success story in South Africa’s ailing economy. While
theinefficientraillinesand portshave sent coaland iron ore
exports tomulti-decadelows, agricultural products lastyear hit
arecord $13.2-billion.

Now the fruit industry, whichmakes up a third of farm exports, is
inperilaswell.

“South Africaisnotdeemedtobeareliable, on-time supplier
anymore and suffered great reputational damage,” said
Fhumulani Ratshitanga, CEO of Fruit South Africa, which
represents farmers. “Inmeetings held with variousretailersin
the UK, Germany and the US, among others, late last year, the
condition of South Africa’slogisticsemerged as a significant
concern.”

The gravity of the situation was spelled outinlast month'’s
release of an annual World Bank and S&P Global Market
Intelligence report on container-port efficiency. Cape Town
ranked last out of 405, while Ngqura, another facility used to ship
South African fruit, was second worst. Durban came 398th.
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While Transnet disputes the methodology of the study, the
company admits that there are deep-seated problems mainly
related todilapidated equipment that struggles with adverse
weather and concedes that there have been years of
underinvestment.

“Itreallyhitusinterms of equipment needs, the fruitindustry
had tomake choices todivert fruit to the Eastern Cape and
Durban” during the recently ended export season, said Oscar
Borchards, Transnet’s acting managing executive for terminals
intheWestern Cape, where Cape Townis located. “You can’t stop
thewind, butyou’ve got toworkaroundit.”

AsBorchards spoke, dozens of trucks waited in ayard before
goingintothe port where containers were being stacked before
beingloaded ontowaitingmulti-deck cargo ships.

Duringthelastfruitseasonalone, the delayscost producersan
estimated R1.8-billion as crops such as apples and plums spoiled
beforethey could be shipped or trucks had tobe diverted tomore
distant ports, said Jacques du Preez, general manager for trade
and markets at Hortgro, which represents the industry.

If the port at Cape Town works efficiently, the fruit offloaded
there hasthe chanceof getting tomarkets quicker than that
takento others, becauseofitslocation alongone of the world’s
busiest traderoutes. Effortsarebeing madebyits management
toimprove the situation, according to Du Preez.

“Thereisno quickfixorsilverbullet,” he said. “Theindustryis
still extremely concerned — planning for the worstbut hoping
forthebest. Realistically speakinga slightimprovementis
expected, but not closetoan optimallevel.”
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With the citrus-export season under way, the stakes are even
higher. South Africais theworld’s second-biggest exporter of
the fruits such asoranges, lemons and grapefruitafter Spainand
theindustry, which shipped $1.84-billion of producelast year, is
the country’s singlebiggest agricultural export.

While the economy has stagnated over the past 15 years, the
value of citrus exportshasrisen nine-fold since 2001and the
sectorisnowthe fourth-largestagricultural industryinthe
countrybyeconomicvalue,compared with ninth 25 years ago.
That growth hasseenitclashwith the European Union at the
World Trade Organization, with the European bloc being accused
of protectionismbecause of the pest control measuresithas
imposed on South Africa. The nation competes with Spainasan
exporter of the fruits.

“It’sverycritical that we see the success at the ports,” said
Wandile Sihlobo, chief economist at the Agricultural Business
Chamber of South Africa. “Incitrus, youwould not have arobust
industrywithout ports.”

Aside fromthe chaosat harbors, which Transnet hassaidit’s
trying toaddress by seeking to bring in private operators and
immediately improveits performance with some new
equipment, thelackof areliable rail serviceis pushingup costs
for farmers.

“Because of adysfunctional rail system, 90% of citrusisbeing
exported to ports with trucks,” said Justin Chadwick, CEO of the
Citrus Growers Association. This “doesn’t make as much
economic senseas freight rail,” he said.

ForBlydevalleialone, thelogistical challenges that affected its
shipmentsof30,000 tons of citrus and mangoes cost it R4 -
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million last season.

““Some of our palletsdon’t even get to Durban,” Cloete said,
bemoaning the state of South Africa’s truck-burdened roads.
“They’redamaged when they get there.”

Over thelasttwoyearsit’sbeentrialinganewroute through
Maputoinneighboring Mozambique. While that portis closer
than Durban thereare challengesin crossingbordersand the
terminal there ismuch smaller thanits South African
competitors.

“The containers get processed quicker,” Emilevan der
Westhuizen, managing director for production at Blydevallei,
said. This “doesn’t put our fruit at risk,” he said.

Michelle Phillips, who took over as CEO of Transnet in February
after her predecessor resigned following intense criticism, on
April 26 pledged to procure more equipment to support the
industry. With South Africa just having been through abruising
election, which costthe African National Congress its majority
forthefirsttime, the pressuretoboost performancewill only
grow.

“We’ve gotacitrus season that cannotfail,” Phillips said.
“We’vemadealot of commitments and promises.” :n
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