The Policy and Profitability of Wildlife Ranching in
South Africa: A case study of game ranching in

eastern L|mpopo provmce
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Wildlife and private land

Increasing land use conflicts and insufficient funds for conservation are
Increasing the pressure on natural lands particularly in developing
countries (Krug 2001, Langholz et al 2000).

There has bee a growing trend in wildlife use outside protected areas in
privately owned land.

Private owned natural areas have the appeal of :
Potential for profitability
Potential to augment existing protected area systems. Gallo et al 2009
Potential to augment social initiatives

Maintaining land for nature based activities is a largely voluntary act
based on costs and benefits to the private land owner. (Langholz 2000)



Importance of wildlife use in South Africa

Approximately 73% of the land in South Africa is privately h@deld et al,
2004).

16.8% under private wildlife ranches Vs 6.1% under government
protected areagNAMC 2006).

Sector is growing with conversion rate from livestock to wildlife 4.2 %
per year(ABSA 2005).

There are approx 9000 + private wildlife rancl#ssA 2005).

Tourism is the 4th largest GDP earner in South Africa.
Tourist arrivals increased from 5.7 million in 1998 to 9.9 million in 2009.

61 % of all foreign visitors experienced game or nature reserves as part ¢
their visit (Spencely 2003).



Wildlife and private land

Wildlife use is an option for serarid land with the potential to provide
sustainable econOmic development. (Cocossis 1995)

Barnes et al 1998Vildlife utilization has high economic efficiency close
to conservation areas.

Pamler et al (2006)Gross income from private reserves at R1600 per
hectare, substantially higher than R100 per for livestock R100 per ha in
the Eastern Cape province.

Child 1988, Jansen and Bond 199%Vildlife has higher economic value
than cattle. But is dependent on management, production system and
market options.

Sims-Castley (2005)Revenues from game ranching are increasing,
conversion from livestock to wildlife increases employment. Establishing
a reserve is costly



Research Objectives

Determine financial and economic profitability of game ranching on
private land and the sources of enterprise profitability.

Determine the impact of policy on wildlife utilization on private land.




Study location

Limpopo Province
Savanna biome

12.5 mill hectares

70% commercial farming
30% smallholder farming

5.56 mill people

High poverty, 67% below
poverty line

50% of all game farms
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Mopani District

District Area
2,242,183 ha

166 exempted (fenced)
game ranches in the
district.

Exempted ranches
cover approx. 35% of
municipal land area
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Mopani District: Ranch Size and Distribution

Exempted Farm Size (n=124)
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Mopani District: Ranch Size and Distribution

Exempted Farm size in hectares by municipality (n=124)
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Ranch characteristics

Presence of accomodation (n=141)
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Methods and Data

District level 2009 exemption permit records from Limpopo
Departmentof EconomicDevelopmentand Tourism

Indepth semi structurednterviews of ranchmanagers/owners June

August 2009

The managers were asked about the farm history and activities, policy
environment and financial records for the previous year.

Key informants interviewsvere conducted between June and August




Methods

Gross margin analysis

How efficiently a firm uses its raw materials, labor and fixed assets to
generate profits.

Shows how much money is added to gross profit for each dollar in
revenue

Policy analysis matrix

Incorporates government intervention into farm analysis to evaluate
private profits and economic efficiency.



Methodology: Policy analysis matrix

E — Income Expenditure

Financial records

L Revenue Costs
Tradable Domestic
inputs Factors
Finarcial prices B C D } Row1

Economic prices F G H Row 2

Divergences Policy and marke: J K L

Row1lz Row 2



Policy analysis matrix

Measures of Profitability

Private cost ratio PCR=C/(/B)
How much the system can afford to pay domestic factors and still remain
competitive.

Domestic resource cost ratio DRC= G/({F)
Measure of efficiency or comparative advantage

Measures of market and policy divergences

Effective protection cost ratio EPC=-®)/(EF)
Measures degree of transfers from product market policies

Profitability coefficient PC=(D/H)
Measure of net policy transfer, measures incentive effects of all policies



PAM analysis ranches

Labour

Ranch Start Area Primary revenue Number Big five
Type Year (ha) source of beds Cost

Workers (rand/ha)
Ranch
A 1933 5,207 Accommodation 80 194 2,788 Yes
B 1980 3,700 Accommodation 60 20 664 Yes
C 1986 2,017 Accommodation 12 19 471 No
D 1998 1,700  Buffalo 36 84 600 No
E 1989 2,800 Buffalo 12 9 238 No
F 2004 3,200  Sable and buffalo 10 10 87 No
G 1990 14,400 Cattle and sable n/a 75 233 No
Conservancy
H 1993 30,000 Sable n/a 10 14 Yes




PAM results

Ranch Private Domestic Effective Net Profitability Total Gross Margin
cost resource cost protection transfers coefficient Transfers
ratio ratio coefficient
(PCR) (DRC) (EPC) (%) (PC) (%) Rand/ha
Accommodation
A 0.380 0.196 0.942 6 0.726 21 8,282
B 0.134 0.588 0.915 £ 0.135 e £ie
C 11,511 -1.001 0.944 6 1.184 -18 4
Species breeding
D 0.439 0.220 0.884 12 0.635 36 2,886
E 0.335 0.256 0.962 4 0.859 £ e
F 0.693 0.430 1.026 -3 0.553 45 768
G 0.160 0.112 0.911 g 0.862 £ Rkl
Conservancy
H 0.155 0.081 0.904 - 0.832 o Y
Measures of profitability
PCR>1 below normal profit DRC<1 economically profitable Measures of transfers
PCR<1 above normal profit DRC>1 economically unprofitable EPC<1 net tax PC<1 nettax

PCR=1 normal profit

EPC>1 net subsidy

PC>1 net subsidy



Ranchers’ Perspectives : Policy
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Lessons learned

N
%\

advantage in wildlife production.
Policy has a net disincentive effect,

Ranchers face a net tax of the rangel&% of gross revenue
Distortions arise from the domestic factor market and policy

The competitiveness of wildlife is limited by the high transaction costs
faced by farmers. '

It Is not just the amount of regulation biwow they are implemented.
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Thank-you!

Jessica Musengezi
Imusengezi@defenders.org
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