2000 Annual Forum

at Glenburn Lodge, Muldersdrift

Poverty Alleviation and the
Prospectsfor Micro-Enterprise
Development: Lessons from the

Subsistence Fishing Industry

Reza Danids
Development Policy Research Unit (DPRU)

18— 20 September, 2000



TIPS Paper: FINAL DRAFT
September, 2000

“Poverty Alleviation and the Prospects for Micro-Enterprise
Deve opment: Lessons from the Subs stence Fishing Industry”

Submitted by Reza Daniels
DPRU
CONTENTS
INTRODUGCTION ...cotttitttieeeeee et et et e e e e e teeeteeeeesaasssa i aassttrstataettteteeessaaatars——rtrrreeereeeesssnnnnns 2
BACKGROUND: THE FISHING INDUSTRY IN SOUTH AFRICA ..o 2
METHODOL OGY ..eoiiitii ettt ettt e e e e e e et e e et eeeeee e ettt ee e e eaaeseeseeeeeeeeeeeeeeeees i aaaeeeees 4
SIMULATIONS FOR FISHING COMMUNITIES . ...t 8
A POVERTY HEADCOUNT FOR FISHING COMMUNITIES. ..uuuieeteeriieeeerersiisseeresssnssesssssanssessssnseen 9
POVERTY GAPS IN FISHING COMMUNITIES . ...cctttttutieeetrtsneseeeeessieseesessaesessessanessssesaseesesnn 11
DEVELOPING A PROXY FOR THE VALUE OF RESOURCESREQUIRED TO ALLEVIATE POVERTY....13
THE IMPACT OF INCOME TRANSFERS ON THE QPOPULATION.....ccvvvviiviriiieeeie e e eee e eeeeeevvannanans 14
ERADICATING POVERTY IN A SUSTAINABLE MANNER .......cooooeeeeeeeeeeeeeee e 16
THE PoOsSIBILITY OF MICRO-ENTERPRISE DEVELOPMENT IN FHSHING COMMUNITIES............... 18
A CTOR M A RK ET S ettt eetettteteeeeeessesseee e st s sses e s s s s eesee s s seeeeasasreeeessanrreeees s sreesessrnrees 19
PRODUCT IMARKETS ..t ttttttieteeetessaeeeeeeesaaasseeesessasrreeess s trreese s sreeses s seesessaareereesnarreeesnnes 21
VALUE CREATION ORVALUE DESTRUCTION IN SUBSISTENCE FISHING? ..ccevvveeiieeeeeeeeeeeeeens 23
CONCLUSION. ..ot e e e e e e e e e e e e e e e e e e e e e e e ee e e e e e e e e e e e e aannnnnnnnnnnnn 24
REFERENCES . ... ..ot e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e eeeeeeeeees 25
AAPPENDICES. ... oottt e e e e e e e e e e e eeeeeeeeeeeee s 26
APPENDIX 1: THE R500 POVERTY HEADCOUNT INDEX ..cvvvueeteeeeeeeeeeeeeeeeeeeeeeeessssnnnsesaaseeseees 26
APPENDIX 2: UNWEIGHTED POVERTY GGAPS ....ceuuieeititeteeeeeeteeeeeeeeeeeeaaseeseeessesseeesssnanesessennes 27



INTRODUCTION

This paper seeks to make a contribution to the understanding of how poverty dleviation
may be linked to targeted income tranders that encourage micro-enterprise development.
For the purposes of explication, the analyss is based on the characteridics of coadd
communities in gened, and the subsgence fisheries sector in paticular. The man
objective of the paper is to empiricdly guide the underdanding of the impact of income
tranders on a given population, and to assess whether those transfers could possibly lead to
more sudanable forms of income genegraion activities in poor communities. Thus, the
posshility of micro-enterprise development is used as a reference point in the discusson
rather than invedigated in detal as a reated topic. Although specific emphasis is placed on
the fisheries sector, the red Uutility of the andyss lies in its adgptation of a reproducible
method to quantify the impact of povety dleviaion expenditure while smultaneously
exploring the scope for micro-enterprise development given these transfers.

Methodologicdly, our empiricd approach is based on the Fodter, Grer and
Thorbecke (FGT) (1984) index of poverty messures, which have dreedy been successfully
employed when andysing poverty dleviaion and public expenditure in South Africa (viz
Bhorat, 1999; Bhorat and Lebbrandt, 1999). However, this paper will extend the method
beyond the realm of the public sector per-se, and goply it within the generd context of an
income grant that could dso be linked to a micro-finance scheme for example As a
consequence, we are equaly concerned with pogt-income trandfer effects — eg. what is the
impact on income leves in the target population, who ae the likdy bendfidaies of the
trander and why, is the trandfer sudainable over time, and can the trander be used as a
cadys for micro-enterprise devdopment and hence more sudainable income generdion
activities among poor people. In the discusson below, these questions are goplied to the
fisheries sector, and so mugt take into account the specific drcumgances of the case sudy.
Degpite this specifiaity, it is important to dress that this is a hypotheticd exercise, and the
resllts of the dmulaions do not imply causdity in the rdationships nor accuracy with
respect to the sample of subsstence communities chosen.

The daa on subddence fishing communities is primaily taken from surveys
conducted by the Subsstence Fisheries Task Group (SFTG) of the Chief Directorate:
Marine and Coagtd Management (CD: MCM), while income data for these communities is
taken from both the Census (1996) and October Household Survey (1995) (OHS95).

BACKGROUND: THE FISHING INDUSTRY IN SOUTH AFRICA

The fisheries sector makes a amdl, but sgnificant contribution to GDP. In 1995, the totd
commercid caich was goproximady 580 000 metric tons which trandaed into a
wholesdle (processed) vaue of gpproximatedy R1.7 hillion (gpproximatdy 0.5% of GDP in
1995) (CD: MCM, 1997, 7). In employment terms, it is edimated that the totd number of
people employed in the commercid sector is gpproximatey 26,000-27,000, distributed
equdly between sear and shore-based workplaces. In addition to these, it has dso been
estimated that another 60 000 people find employment in related sectors exdudvey or
partly dependent on the fishing industry as a market for its supply of sores, equipment and
savices (ibid, 7). Provison of the same equipment and services to the recregtional sector is
another source of employment, though accurate esimates in this regard are not available.
Smilaly, no rdiadde informetion is avalable with repect to employment in the



ubsstence sector, though the importance of the industry as a source of both income and
nutrition to coastd communitiesisfarly intuitive.

The higory of the fisheies sector is filled with turbulence During Aparthed,
fishing rights were taken both from the oppressed and coastd communities more generdly,
and granted to medium to large-scde corporaions The tendency to favour large-scde
indudries over smdler firms was indeed condgtent with the policy of import subdtitution
followed by the regime. Adminigratively, this meant that the sae, which presded over the
dlocation of fisheries (a common property resource), dlocated vast quantities of rights to
commercd large-scde (white) enterprises. The racid bias to the gpplication of this policy
was, agan, condgent with the prevaling ideology of the time, made worse in the fishing
indudry by the legidaive crimindisation of poorer members of coastd communities who
tried to harvest the resources from the seain ether a subsistence or commercia manner.

In tems of the dlocation of access rights to the fishing indudry, the Chief
Directorate Maine and Coastd Management (CD: MCM) are bound by the biologica
limits of individud spedes of fish. The dlocation of fisheries is thus based on the prindple
of the maximum sudaingble yidd, which implies that, in any given year, the tota quantity
of fish that can be caught must not compromise the ability to harvest the same quantities in
the following year.

Figure 1: TheMaximum Sugtainable Yidd (MSY) Curve
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As Hgure 1 illugrates, the MSY s the rdaionship between the amounts of fish
caught redive to the levels of fishing effort exerted. In terms of dlocating rights to fish,
the MSY is associaed with the concept of a Totd Allowable Commercid Catch (TACC),
which is the totd annud dlocation of resources (usudly in tonnes) — determined by
sientigs who monitor the dock levds of individud species — tha are dlocated to
commercid enterprises in any year. In the pad, no dlowance was made for the subsstence
sector, though people within these communities continued to fish. Given that the TACC for
individual species was st a the theoreticd MSY for each species this effectivdy meant a
shift to the right of the MSY point in our above diagram, consequently placing pressure on
the resources in excess of their regeneration rate.



The trangtion to democracy thus brought with it hopes of change for coadtd
subsgtence-fishing communities However, condderable acrimony has been experienced
trying to effectuate this change. Three discernible reasons have contributed towards this.

1. As mentioned above, fisheries are naturd resources that must be managed in a
udandle manne. From a management pergpective, this requires a
precautionary approach to the granting of exploitation rights espeddly given
imperfect information concaning the dock levels of individud species @& avy
given time This implies thet the supply of fish mug be limited more than would
usudly be the case (i.e left of the MSY point in our above diagram), and the
TACC should be st lower than the MSY rather than equd to it.

2. Demand for the rights to fish far outdrips the supply of these rights This has
become paticulaly acute in a pos-Apathed environment where the
higoricaly oppressed and coasd communities are seeking reditution of the
rights once taken from them.

3. Up until 1994, no dlowance was made in the totd dlowable caich for
subsstence rights, which meant that theregfter, far more pressure was placed on
government to correct this However, very little information was known about
the nature or definition of subsgence fishing, which further inhibited efforts to
encourage the sector’s growth.

The latter point is of particular concern to our discusson. In 1999, the CD: MCM
initiated a far-reaching sudy that sought to identify and profile the socio-economic and bio-
geographic  (i.e. biologicd and geogrgphicd) chaacteridics of  subsigtence-fishing
communities The study conaged of two mgor surveys — the fird identified 143 such
communities that dretched across the entire SA coadline while the second profiled the
socio-economic characterigtics of twenty communities where household data was collected.
In the former survey, a detailled breskdown of the species utilised by subsistence ishers in
ther respective locations was made, as well as pertinent information on product and factor
markets collected”.

Degpite these laudable and necessary efforts, however, there is dill very little
underganding of how subsistence fishers operate and what to do with respect to resource
dlocation for subsstence communities. Moreover, there are few if any guiddines to asss
policy mekers underdand the potentid contribution thet fisheries can and cannot make, and
the necessary support services that may need to be provided in an effort to ensure that
coadd economic deveopment is engendered through fishing. Bdow we will explore
whether an initid dlocation of fisheries to subsgence communities may postively impect
poverty levdsand ultimately help foster micro-enterprise devel opment.

METHODOLOGY

The primary methodologica task is to examine the effects of a given trander of fisheries
(&kin to an income trander) on subsgence communities Thus it is not only necessxry to
underdand the scale and scope of poverty in the sample, but dso to undersand how

1 NB: In this paper, only the results of the first survey are discussed. T he second survey, while very relevant,
was undertaken for the first time and had several inevitable methodologica limitations, which inhibited us
from conducting any econometric analyses based on the data. The method followed also made the survey
incompatible with existing household surveys conducted by Statistics South Africa.
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trandfers of income — a result of @ther a public grant or through micro-finance schemes —
affects the magnitude of poverty in the sample.

Owing to the fact that we are deding with a specfic form of income trande, it is
necessary to explore the nature of the income transfer (D) in more detall. It is evident thet in
the sample of communities that we are concerned with, individuds are dready harvesting a
soecified quantity of fisheries Despite this there are numerous individuds tha ill fdl
below our chosen poverty. When discussng an income trander, it is therefore with
reference to an amount of resources greater than that which is currently harvested.
Furthermore, because we are deding with fisheries, we need to undersand the differences
in the potentid redisble vdue of the species harvested over different aress of South
Africa's coadline. Here it should be noted that the west coast has a far gredter variety of
fisheries then the east coadt, which means that communities living in the Northern Cape, the
Western Cgpe and certain parts of the Eagern Cgpe have a grester range of Species to
harves than those living on the esstern pat of the Eastern Cgpe and Kwazulu Nata
coastline. The west coast is dso wel endowed with fisheries of greater vdue (eg. lobgter,
abdone), implying tha KZN communities are in fact agan disadvantaged by bio-
geographicd endowments

A given income trander in the fisheries sector is therefore a function of both vaue
and quantity, which, when divided, yidds a quotient that represents the unit vdue of each
fishery that is harvested. These unit values will differ according the species that subsstence
communities are dle to haves, which, fdlowing from the aove will dso differ
according to the location of that community. Therefore, the nature of D in our sample is
never absolute but relative.

Because we ae deding with fisheries we may dso want to consder how exiging
levels of resource-use contributes towards income levels. This requires a knowledge of the
haveding patens of individud communites as wdl a the quantities haveded.
Underdanding the potentid contribution of fisheries to the income leveds of subsstence
communities is thus a function of both the exiding quantities of fisheries harvested and the
potentid redisdble vdue of any further quantity of access rights granted to these
communities. This can be expressed in the generd form as.

é_ —3 (2)

Where Y is the totd income aitributable to fisheries, f is a goedific fish goecies (eg.
lobgter, abalone), F is the totd population of dl fish species, ko denotes the exiding levels
of income derived from harvesting any number of fisheries, bys is a quantity parameter for a
gven fidhery, and x / ¢ is the unit vdue of tha fishery expressed in Rands per kilogram or
Rands per tonne. The equation thus tels us that the contribution of fisheries to the income
of subsgence-fishing communities is equa to the sum of the exising vaues of resources
harvested plus the quantity of dl new fisheries made avalable to the population concerned,
multiplied by the unit vaues of each of those fidheries (to obtan the vdue of those
fisheries).

When gpplying this to a discusson of income tranders it is important to note that
by conditutes part of the exiging income of an individud agent in our sample Thus when
evauating any further dlocation of access rights bp is not induded in the amulaions of
income trandfers (D). Hence, following from equaion (1) and noting the above, an income
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trander involving grester access to a vaidy of fisheies for subsstence-fishing
communitieswill take the form:

F ou
D; = é blf?iiu )
f 4 g

™ O D

Here, D is the given income trander expressad in Rands. Using this equation, it is
now possble to undedand the role and contribution of the CD: MCM in dleviaing
povety by dlocaing further resources to subsgencefishing communities. It is now
necessaxy to integrate the equatiions within the Foder, Greer and Thorbecke (1984)
framework.

The FGT index of povety messures dlows us to identify the required income
trandfer neceesay to lift a populaion of individuds out of poverty, which is st & a given
poverty ling?. It can be presented in the generd form as:

3
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Where n is the totd sample Sze, z is the chosen poverty ling, q is the number of
poor agents and y; is the gandard of living indicator of agent i. The parameter a measures
how sengtive the index is to trandfers between the poor units. The poverty ggp messure
(PG) is generated when a=1, and therefore for a given poverty line zis presented as.

(4)

J
a

iz

The PG thus represents a direct measure of agents incomes reative to the chosen
povety lines and is therefore a money metric of poverty in the group under scrutiny
(Bhorat, 1991, 1). We can therefore obtain a poverty headcount by smply cdculding the
number of people below the poverty line ). Because the PG measure is being linked to
money vaues it can be utilissd to run smulaions on the povety impects of income
tranders to the poor for any given reference group in society (ibid, 1). Thus we can
cdculae the minimum finendd cogt of povety dlevidgion by assuming tha the poverty
outcome in each sub-group is for Py to be zero. Put differently, this means that the income
to each agent in the sub-group or society /i), would be a least equd to the vaue of the
poverty line (2). This vaue can be determined from equation (4) by caculating:

8 (z-y) 5

i=1

2 NB: The chosen poverty line in this paper is an income-based measure, though consumption and nutrition-
based measures are equally, if not more valid (see Deaton, 1997, 134-162). The reason why we have chosen
income is because data on consumption characteristics is not available in either the Census 1996 or in the
OHS95. It is also necessary to note that because we are dealing with communities that harvest fish as part of
their weekly consumption (which they are not paying for), we are dealing with a nutritionally biased sample
(because fish isaprotein-rich source of food); hence, both nutrition ranges and consumption metrics would be
|essvalid poverty linesin thisinstance.
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A reformulaion of this and one that is eeser for caculation purposes is nzP; (ibid,
2). Udng this as a bads we can therefore present the minimum financid cost of eradicating
poverty as measured by P;, to the sub-group or society by the vaue associated with nzP;
(Kanbur, 1987, 71). This figure represents the minimum commitment required by the
income-granting agent to eradicate poverty in that it assumes pefect targeting, with zero
adminidrative and other cogts generdly associated with income-transfer schemes. It is dso
assumed that the scheme will dicit no behaviourd responses from any potentia recipients.

The vaue of nzP; can be extended to include sub-divisons of the totd sample. In s0
doing, we thus are able to devdop a proxy for the minimum financid commitment required
to eradicae povety amongst different groups in society (at ether the household or
individud leves). It is ds0 ussful to determine the poverty impact when committing to
income-tranders less then the vdue of nzPi. In this way, and as Bhorat (1999, 2) has
pointed out, we engage in sendtivity andyds that provides results which corrdate
intermediate expenditure changes to intermediate dterations in the poverty gap. Kanbur
(1987) suggests two ways of doing this an additive and a multiplicative method. The
additive income trander would be an asolute trandfer independent of the income earned by
the recipient; for example, one could think of an absolute increese of R100 to dl g agents.
For a multiplictive grant, the trandfer would be sgt as a fraction or percentage of the
recipients given income, implying thet the absolute amount would differ across agents.

We can examine the moneay implications asodated with an  additive or
multiplicative trander empiricdly usng Kanbur's (1987) formulae In terms of the additive
cax, and assuming tha we account for the ertire income didribution, an increese in
everybody's income in the sodety of an absolute amount, D, will meen that equaion (3)
takes the form:

_°a-y-Dp

R= = f(y)d(y) (6)
0 Z 2

a

Hence each agent would get a trandfer in eech scheme of D;, while the totd cost of
the scheme would be D. The margind impact on povety, as measured by Pi, would be
caculated as (Kanbur, 1984, 73):

dP a
a :-_Pa— 7
D5 (7)

Equation (7) presents the unit change in poverty as measured by P, given a unit
change in the trander vdue D to each agent in the sample. Hence, an increase of D to each
agent in the sample would cause poverty to fdl by a cdculadle vdue. From this it is
possble to see that the amount by which poverty will dedine is proportiond to Pa1. Usng
P1 as a guidding an increese of D would lift a catan number of individuds out of
poverty. In this way, the change in poverty can be measured in rdaion to the poverty line z,
and the headcount index P (or more generdly Pa.1). The headcount index is therefore an
important indicator of the impact of public spending on poverty, despite not serving as the
direct measure of poverty in the methodology.



The second gmulation cae is the multiplicative trander, whose didribution
function associaed with D, and its impact on measured poverty respectivdy ae (from
Bhorat, 1999, 3):

00 ¢z- yA+D) U

R=0g—, g foH) (8
dh .23 p .
o [rplR Rl<0 (9)

Here, the vaue of the trander is expressed as a share of the income of each agent.
Agan, the headcount index is a rdevant vaiable in underganding how income tranders
affect measured poverty. Here it is the weghted difference between P, and Pai that
cdculaes the degree to which poverty fdls after an income trander that is multiplicative in
neture.

It is important to understand the two examples of income tranders, for they have
vay paticular implications when gpplied to a given case dudy. A wefare grant thet targets
dl members bdow a given povety line is an example of an additive trandfer, while a
resource grant, such as one granted in the fishing indudry, is an example of a multiplicative
trander. This is because not dl individuds will be dle to haves the same quantities of
resources, which would indead be a function of the propety rights regime, resource
avalability, digibility to harves those resources (and compliance with the rules governing
digibility), the potentid redisble vdue of those resources, and the levels of access to
capita among the q population and the (1-q) populaion (i.e dl othersin the ssample)®.

SIMULATIONS FOR FISHING COMMUNITIES

This section goplies the methodology discussed above to a sample of fishing communities
obtaned from the CD: MCM survey tha idettified 143 subssence communities,
dretching across the entire length of South Africas coedline We have used the Census
1996 database to identify as many of these communities as possible (in tota, we were only
adle to find 86), and utilised the income variable in the Census to conduct an andyss of the
Poverty Heedcount (PH).

Before proceading, it is necessty to highlight some of the limitations associaed
with identifying the communities in the Census The fird thing to note is that the task-team
that conducted the SFTG survey split the coadline of SA into eight sections (A-H), based
on the bio-geogrgphicd characteritics of those regions raher than on provincd
boundaries for example, and obtained information on a totd of 143 different communities

3 NB: It isimportant to at least consider the role of the (1-q) population (though a detailed empirical analysis
is beyond the scope of this paper). An example will perhaps elaborate best. Recently, the CD: MCM zoned
certain areas of the coast for subsistence use only. These zones are regul ated under the conditions stipulated
by the department, but more generally represent common property resources. Not all valuable resources are
located in deep waters, making the zoning potentially lucrative to those who can exploit it. Here, those with
greater access to capital will be able to harvest greater quantities of resources, and these people, in all
likelihood, will not be part of the q population in our sample. Hence, the potential income of al g agents may
decline due to individuals outside of that population (i.e. the 1-q population) harvesting in these areas, and
thereby reducing the absolute quantity of resources available to the q population. To understand this process
empiricaly, it would be necessary to simu late the harvesting patterns of both the g agents and the (1-q) agents
concurrently.
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that were known to be involved in subsgtence fishing. The survey conssted of researchers
interviewing members of those communities, CBOs or other knowledgedble sources (eg.
consvation agents) who were involved in fishing in some way; as a conseguence, not only
subsgence fishers were consulted. When these communities were found in the Census
they would have, naurdly, induded individuds who had nothing to do with subsstence
fishing. However, by reducing both the SFTG Census sample and the Naiond Census
sample by economic sector (here, we were only adle to disaggregated to the one-digit S.I.C.
levd, and 0 were Ieft with dl individuds in the Agriculture, Hunting, Foresry and Fshing
sector), we were able to select amore vaid sub-sample of these communities

It should dso be noted tha the income variable in the Census is categoricd, which
meant tha while we were able to cdculae the poverty headcount, we were ungble to run
the FGT (1984) index of poverty messures. Thus, in order to smulate the Poverty Gap
(PG) messures, we used data on a sdection of fishing communities from the OHSO5. Here,
we were only ade to find nine fishing communities of which the income characteridics
were used in order to run the PG amuldions. In order to obtain a more accurate sample
gze, we then waghted the OHSO5 data to the Census dataset on subsstence communities
obtained in the povety headcount exercise described above. Because the data
incondgencies are rather prohibitive, the discusson beow should be viewed as a fird-step
to undergtanding how the FGT dass of poverty measures can be gpplied to the case sudy.

A Poverty Headcount for Fishing Communities
A povaty headcount (PH) is amply the number (or proportion) of individuds within a
given sample living bdow a chosen povety line In this case, our choice of poverty line
was dictated by the data As mentioned above, the income varigble in the Census (1996) is
a categoricad one, which thus dictated what our poverty lines could be. We chose two
poverty lines R500.00 and R1000.00 per month (NB: these ae the two lowest income
categories above R0.00 in the Census)*.

We then andysed the PH percentages for the sample of communities identified by
the Subsstence Fisheries Task Group (SFTG) compared to the tota (nationd) sample for
eech poverty line As noted aove both the nationd and the SFTG samples were
dissggregated according to indudrid sector, and only the figures for the Agriculture,
Hunting, Forestry and Fishing sector in eech sample were andysed.

Tablel: Sample Sizesfor Fisheriesand National Sample (for agriculture,
hunting, forestry and fishing sector only)

SFTG Sample Male Female Total

African 1071 533 1604
Coloured 2152 1204 3356
Asian 46 7 53
White 715 139 854
Total 3984 1883 5867
National Sample Male Female Total

African 403646 165384 569030
Coloured 114997 62247 177244
Asian 2562 483 3045
White 64791 14275 79066
Total 585996 242389 828385

“ In this section, however, only the R1000 poverty line will be discussed. The results of the R500 simulations
areincludedin Appendix One.
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From the table it is cdear tha the Coloured population are over-represented in the
SFTG sample when compared to the nationd sample. Applying the PH index to our sample

for R1000, we thus obtained the following didribution of poverty:
Table2: Poverty Headcount for SFTG and National Sample

% Below Poverty Line:
R1000
SFTG National
Variables Sample Sample
African Male 72.36) 90.34
Female 90.43 93.95
% Sample 78.3 91.3
Coloured  Male 59.29 88.46
Female 5.0 93.0
% Sample 64.90 90.2
Indian / Male 30.43 26.9
Asian Female 7739 799
% Sample 32.08 30.61
White Male 12.59 13.2
Female 23.02 24.53
% Sample 14.29] 15.3

The table shows the percentage of each sample bdow the R1000 poverty line,
disaggregeting the figures by population group and then by gender. The % Sample column
is the percentage of each populaion group bdow the poverty line. Further indght into the
data trends can be seen in the figure below.

Figure 2: Digtributional Characteristics of Two Samplesat R1000 Poverty Line
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In the above figure, the Fsheies sample is represented by the dotted line. An
interesting interpretive aspect of each didribution displayed above is the point that the %
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Sample figure lies between the range of the mde and femde figures which gives us an
indication of the rdaive sample d9ze of each co-vaiae and how it has influenced the
aggregated figure Here, a lager sample of mdes rddive to femdes would pull the %
Sample figure down, doser to the mde figure. Of course, the converse gpplies to the femde
cae. For example for the African populetion in the SFTG sample, there are more maes
than femdes, which accounts for the % Sample figure bang doser to the mde figure We
can see that this trend is prevdent across dl races in both samples, reflecting the mae bias
to the data

Gengdly, we can ds0 see that there ae identicd didributive poverty trends
between the fisheries and nationd samples with respect to the gender and racid didribution
of poverty. Here, it is evident that the PH figures for mdes are dways less than the same
for femaes, and African and Coloured poverty rates are congderably higher than the same
for Adans and Whites, corroborating Smilar evidence found in reated resserch on SA
(Bhorat & Leibbrandt, 1999). Despite this however, the inter-sample degree of variation per
race suggests that African and Coloured mdes are a least 20 percent wedthier in the SFTG
sample than in the Nationd sample. Indeed, this trend is evident for both maes and femdes
in the Coloured populetion, while in the Indian and White populations there are amost
equa didributions of poverty between the samples On the whole it can therefore be
concluded that the SFTG sampleisawedthier one,

The intra-sample magnitude of poverty dso reveds some interegting trends. In the
SFTG sample, Africans and Coloureds have far more acute gender-based poverty ranges,
with maes a leest 16 percent more wedthy then femaes When compared to the naiond
sanple, this range is condderably lower a approximately three ad five percent for
Africans and Coloureds respectively, though this is not mimicked in the Indian and White
populations Thus, relaive to men, women are more disadvantaged in the SFTG sample
when compared to nationd trends.

It is ds0 reveding that the absolute magnitude of poverty in both samples is
exceedingly high. Notwithganding the fact that each sample contains a certan percentage
of zero earners (SFTG: 0.95% of g population, Nationd: 1.26% of q population; included
because we ae deding with the informa sector), these figures ovewhdmingly represent
the income of the employed workforce in the agriculture, hunting, forestry and fishing
sector, and we would expect that the incidence of poverty in the population would be lower.
It is thus a reveding dtribute of the sector, where low wage rates possibly combined with
above-average levds of inkind support ultimady leave individuds with very little

monetary income.

Poverty Gaps in Fishing Communities

In this section we are concaned with the application of the FGT (1984) measures of
poverty gaps to our fisheries sample Essantidly, this means that we need to identify dl
individud agents bdow the given povety line of R1000, and cdculae the levd of
expenditure necessary to rase this populaion out of poverty. We then need to link this
expenditure to the range of gpecies harvested in different communities across the coadtline.

As noted above, we had to change our data source for this section owing to the
limitations attached to using the income variadle in the Census. This meant that we had to
indead use a sub-sample of the OHS95 that corresponded to the regions found in our
Census sample. Here, there were only nine such regions, making the andyss bedow a very
tentative one. The gpplication of the FGT dass of poverty messures should thus be viewed
as devdoping a proxy for the underdanding of how fisheries can be used to dleviate
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poveaty. Owing to the smdl sample it follows that any policy implications should be
viewed with caution, for the red utility in the andyss is the goplication of the gpproach
itdf and the way in which it dlows us to conceptudise and dtach a vdue to poverty
dleviation efforts within a given indudry, wheregfter, other pertinent characteridics may
be discussed. It should dso be reteaed that the Imulaions ae not sengtive to
adminigrative and other set-up cods assodaed with a given income trandfer, implying that
the results of the amulaions do not directly trandate into the necessary expenditure to
eradicate poverty.

It was noted above that the minimum expenditure required to yidd zero poverty in
the sample is represented by nzP;. In the discusson beow, we thus need to understand the
vaues of nzP; for the population variable and the gender co-variates. The decomposability
propeties of the FGT measure are paticulaly ussful here, and the P1 messures are
caculated according to the formula (from Bhorat, 1999, 4):

aPn

A i
p=2= (10)
n

Where the | individuds are summed by the m aub-groups in the sample and then
weighted by the totd sample, n, to derive the composite P; vaue®. It is dso necessary to
note that the OHS95 sampled approximately 30 000 households, drawn from ten sdected
households in each of 3 000 clusters The sample sze thus needs to be numenicdly
weghted s that they more accuratdy reflect the characteridics of  subsgence
communitie®. It should lastly be noted that the data in this section is not based on the
agriculture, hunting, forestry and fishing sector only, but rather is reflective of the totd
population — both employed (across dl sectors) and unemployed. The table beow reflects
the poverty gaps for fishing communities.

Table3: Minimum Poverty Alleviation Expenditurefor OHS95 Sample (R1000)

Variables q P Exp.p.a] % of Total Exp.
F‘ Weighted (nzP2)

Consolidated Total 5867 3542] 0.2972] 20,924,069 108.2 (%rég}r):
.£70

African Sub-Total 1604 1247]  0.1361 9,585,504 45.81
Male 1077 769 0.0765 5,388,844 25.75

Female 533 47 0.0534 3,762,767 1798

Coloured [Sub-Total 3356 2164 0.1741 12,258,797 58.59
Male 2157 1268 0.0832 5,856,883 27.99

Female 1204 89 0.0796] 5,607,269 26.80

Indian / Sub-Total 5 1 0.0002 11,639 0.06
Asian Male 4 14 0.0001] 7,673 0.04
Female 3 0.0000] 1,974 0.01

White Sub-Total 85 114 0.0117] 783,972 3.75
Male 715 84 0.0049 346,632 1.66

Female 139 30 0.0029 207,499 0.99

g P.n

® The value for the minimum financial commitment by m sub-groups will therefore be equal to nzg i
i N
j=1

the weighted expenditure estimates.

® NB: The data was weighted according to the Census SFTG sample size and distribution. However, a

considerable degree of error wasintroduced in the process. For the unweighted comparison, see Appendix 2.
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It is evident from the table that Africans and Coloureds have, as expected, the
greatest percentage of people living in poverty, trandating into the need for the mgority of
poverty dleviation expenditure to be spent on these populations. An interesting trend is that
Indians have lower poverty rates than Whites, though this is perhaps partly due to the small
sanple sze of the Indian population in the sample population. Mdes require a grester
percentage of expenditure in every populaion group, reflecting thar larger populaion sze.
Ladly, it should dso be noted that even though this is an inexact method, it is a powerful
one because it caculates a money metric and then a vdue to the leve of expenditure
needed to eradicate poverty. Having sad this however, it by no means implies that a
corresponding expenditure would eradicate poverty, owing to the fact that the figures do
not quantify the adminidrative costs necessary to implement such ascheme.

Developing a Proxy for the Value of Resources Required to
Alleviate Poverty
Now tha we are able to quantify the total expenditure needed to eradicate poverty, it is
necessary to identify the role and contribution that fisheries can make towards this required
expenditure. In order to do this we need to know which fisheries are currently harvested in
these regions as wdl as the unit vaues of these fisheries A genard typology of known
subsgence fisheries is presented in the table below.

Table4: Unit Values (Rands per kilogram) for Selected Fisheries

Landed Valug] FOB value¥ Landings (L) R/kg R/kg Ratig
Fishery (LV) R'000 R'000] (Tons) [LV/L]] [FOBL] (FOBIL:LVIL
Abalone 13245 54054 616 21.50 87.75 4.08
Handline Fishing 28737 35209 4929 5.83 7.14 1.23
Mussels (rock/sand) - 16195 1680 - 9.64 -
Oysters 515 1431 160 3.22 8.94 2.78
Prawns (sand/mud) - 2572 77 - 33.40
Redbait - 54 9 - 6.00
West Coast Rock
Lobster (WCRL) 54264 121190 1859 29.19 65.19 223
Seaweed 1439 4215 1250 1.15 3.37 293
Small net fishing 2110 3895 1338 1.58 291 1.85
Squid 58021 102390 6826 8.50 15.00] 1.76

* Wholesal e Processed (Free On Board) Vaues
SOURCE: Stuttaford, 1997, 39; Own Caculations

The table Ias two important columns with respect to unit vaues (expressed in R/kQ)
— the LV/L and FOB/L vdues Ordinarily, subsstence communities would harvest fish for
ther own consumption, but would dso engage in sdling a portion of thar caich. When
they did «l, they would more likdy be sdling a prices gmilar to the LV/L vaues
reflecting the fact the fish, when sold, is done so directly after being caught, rather than
being processed in any way fird before sdling, which would resemble vaues more dosdy
rdlated to the FOB/L vdues Subsgence fishing is therefore characterised by low vadue
creation.

When goplied in the context of expenditure per annum edimates for poverty
dleviaion discussed aove, it is now possble to see how fisheries may cortribute towards
poverty dleviation. Any number of resource trandfers are possible, but a few broad
comments ae necessaxy in this regard. It is evident from the table that the two fisheries
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with the greatest vaues (at both LV/L and FOBJ/L prices) ae WCRL and abaone, followed
digantly by squid. Prawns and mussdls both have high FOB vadues, but no dda is avalable
for the landed vdue of ather fishery, and the figures in the table represent the prices for
cultivatled mussels and prawns only, which is not a subssence form of fishing. However,
ubsgence fishers do harvest both mussds and pravns more generdly, but ther lack of
access to markets prevent them from sdling much of thar cach. Smilarly, a lack of capitd
(such as bagc refrigeration equipment and sanitary work places) has the same effect. Lower
vaue fishaies indude handline fishing and andl net fishing, where any of a number of
fisheries are caught, some more lucrative than others (e.g. kingklip rdaive to hake).

From the point of view of usng fisheries to dleviate poverty, it would be a logicd
dep to ensure that subsstence communities have greater access to higher vdue species
Given this, the expenditure per annum vaues for povety eradication will be reached fadter
and with lower quantities of resources Because fisheries are dlocated by the date, this
would amount to a commitment to provide these communities with grester quantities of
WCRL and abdone for example. Any such dlocation would thus represent the vaues for D
in the FGT dass of poverty measures’. Having noted this, we do need to establish whether
fisheries can in fact fully eradicate poverty in the sample This can be achieved by
comparing annua povety eradication expenditure (nzPp in Table 3) with the totd
combined vdue of fisheries haveted by subsdence communities presanted in the
falowing table.

Table5: Comparison of Value of Sdected Fisheries (from Table4) and Expenditure
Per Annum Egtimates (from Table 3)

Total Landed Total FOB Exp.p.a. % % FOB
Sample Value (R) Value (R) (weighted) Landed Value
(R) Value

Combined Value of

Subsistence Fisheries 158,331,000 | 341,205,000 20,924,069 16.69 6.12
(from Table 5; R1995)

The data shows that in order to fully eradicate poverty, it would reguire 16.7 percent
of the landed vaue and 6.12 percent of the FOB vadue of known subsstence fisheries. This
supports the concluson that condderable benefits can be dforded to subsstence

communities by dlocating a grester proportion of the totd dlowable catch of these species
to them.

The Impact of Income Transfers on the g Population

We now have a good idea of the minimum expenditure necessary to eradicate poverty in
subsgence communities. However, it is dso important to underdand how tranders below
this vdue will afect povety. Bdow, we discuss these implications by focussng on two,
relaed dements.

1. The impact of three, bdow nzP: expenditure per annum income (or resource)
trandfers on the population, and

e

°F

<
-
e

c

F
" That is, following the logic of equation (2): D, = é
f

o O D
3
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2. The effect that these resource tranders will have on inequdity within the g
population.

When conddering trandfers of resources, it is important to note that they would
adways amount to a multiplicative trander, rather than an additive one. This is due to the
fact that not everyone n the q population will have equa access to capitd; thus, some will
benefit more than others. Furthermore, once these transfers are estimated, it then becomes
posshle to underdand the impact of these tranders on inequdity within the g populétion,
and S0 generdly determine who will benefit from the trandfer.

In the tables below, three resource transfers of R500, R700 and R900 per month are
smulated, and thar impects assessed. The rationde for the choice of these tranders ae
based in the fact that the median income in the g population is R300, and, accordingly,
R700 is required to lift this individua out of poverty. The trandfers of R500 and R900 are
then smulated s0 that we can underdand what impact a bdow- and above-median rdaed
resource trandfer will have on the population.

Table6: Multiplicative Transfer of R500 p.m. (R6 000 p.a.)

Sub-Group Old Piw  |New Piw  |% Change

Total 0.2972 0.245 -17.56
African 0.1361 0.1181] -13.26
Coloured 0.1741 0.1348 22.58
Asian 0.0002 - -
White 0.0111 0.0087 -21.87

Table7: Multiplicative Transfer of R700 p.m. (R8400p.a.)

Sub-Group Old Piw New Piw  [% Change

Total 0.2972 0.2335 21.43
African 0.1361] 0.1136 -16.56
Coloured 0.1741] 0.1267 27.23
Asian 0.0002 - .
White 0.0111] 0.0082 26.36

Table8:Multiplicative Transfer of R900 p.m. (R10800 p.a.)

Sub-Group Old Piw |New Paw  |% Change

Total 0.2972 0.2242 -24.56
African 0.1361] 0.11 -19.21
Coloured 0.1741] 0.1208 -30.62
Asian 0.0002 - -
White 0.0111 0.0077| -30.85

The above tables decompose the trandfers by race and total population. We can see
tha a multiplicative intervention thet lifts the median individud out of povety (i.e R700)
reduces total poverty by 21.43 percent. In the R500 sample, the corresponding figure is
17.56 percent and in the R900 sample it is R24.56 percent. As far as determining who will
benefit from the income trandfers is concaned, it is dear from the tables that the Indian
population is the greatest group of beneficiaries in dl three income trandfers so much s
that poverty within the group is eradicated entirdy. Otherwise, the population group thet
will benefit the mogt in the R500 and R700 tranders ae Coloureds, followed by Whites
and Africans This is a surprisng trend, for it suggests that a greater proportion of Coloured
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people earn cdoser to R1000 than in the White population, though the trend is reversed in
the R900 tranfer.

Further indght can be obtained with respect to understanding who benefits from the
income tranders by examining the ¢-populaion inequdity levels before and after the
multiplicative grants. For this purpose, we employ Gini-coeffidents the results of which
are presented below.

Table9: Changeinq Population Inequality LevelsasD I ncreases

Gini Coefficient
Existing
Sub-Group Income| D=Y*15 D=Y*17 D=Y*Jd
Total 0.5484 0.6335 0.6696 0.678
African 0.6259 0.6831 0.7071 0.7134
Coloured 0.47 0.5742 0.6263 0.6382
Asian 0.0789 0 0 q
White 0.4871 0.5789 0.5962 0.5967

From the table it is dear that inequdity will increese across most races and in the
totd sample as income is provided to the g populaion (&t any of the three income
tranders). The exception to this is of course the Indian population, who are immediatey
lifted aove the poverty line after the fird income transfer & R500 (accounting for the zero
Gin-coefficents obsarved). It is dso evident from the table that inequdity levels increase
a a more rapid rate between the R500 and R700 transfer than between the R700 and R900
trandfer. This suggests that a greater proportion of the q populaion across dl races initidly
move rgpidly towards the poverty line but do not exceed it and thereby exacerbae
inequality levels However, the tendency does not hold as larger income tranders are
provided because the numbers of q agents are decreasng a a more rapid rate. Following
this logic, it would suggest that there is a logarithmic progresson of inequdity levels as
expenditure increeses in a multiplicative manner until one individud had a pogtive, bedow
poverty-line income, and the bdance had zero (which would, of course, never increase
beyond zero under multiplicative conditions). The latter scenario would then yidd a gini-
coefficdent of one (the coefficent of perfect inegudity), but as soon as this individud was
lifted above the poverty ling the gini would be zero — the coefficient of pefect egqudlity.
However, a condderable degree of uncertanty exids in this discusson as there are only
three amulations, and it would be necessary to run many more amulations first before such
aconcluson could be deduced with certainty.

By way of summay then, we can say that a greater dlocaion of resources to
subsgence fishing communities will geedily decreese the number of individuds in
poverty, but concurrently increase the inequdity levels within the poor populaion. We can
thus concdlude that there is a pefectly negaive corrdation between the number of poor
agents and the levd of inequdity amongst the poor population as income rises in a
multiplicative manner. Thus rigng inequdity in the q populdion is a podtive outcome of
income trandfers (given the limitations associated with zero earnersin asuch atrander).

ERADICATING POVERTY IN A SUSTAINABLE MANNER

Now that we understand how resource trandfers affect poverty levels, we do need to
condder whether they are sustainable or not; tha is, whether they can be dlocated on a
once-off basis or conagently over a period of time. In this section we evduate this question
with respect to fisheries wheedfter we discuss the implications for subdstence
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communities Further profiling of subsgence fishers will then be undertaken in an effort to
understand the condraints tha they face, followed by a discusson of petinent micro-
enterprise characterigics found in the sample.

It has been noted in our discusson above thet fisheries are naturd resources that are
subject to periods of over-exploitation from time to time This cdls in to quedtion the
ability to use fisheries to eradicate or dleviate poverty over time. Beow are two graphs that
disolay the stock levels of known subsstence fisheries.

Figure3
Quantities of Various Fisheries (Tons Nominal Mass): 1938-1995
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Fgure 4 shows tha there have been makedly different trends in the quantities of
catan fisheries dnce the lae 1930s. Redeye and squid have both increesed dramaticdly
gnce 1968, while abdone and prawvns have remaned farly condant over the time period.
We can interpret the continud dedine in WCRL as having been fished beyond its
maximum sudtaineble yidd, accounting for the continued decline snce 1958. However, one
should exercise a degree of caution when doing so, for if we evduaed the quantities of
oek, it would gppear that a Smilar concluson could be reached up until 1988, when in
fact there was a subsequent increese in the population theregfter. This could account for
accurate (or lucky) scientific esimations of the population and a precautionary gpproach to
the management of the fishery by the CD: MCM, which it seems has dlowed the fishery
time to regenerate sock levels before dlowing further exploitation.

However, the gened trends evident in Fgure 4 hide farly dramatic annud
fluctuetions in gtock levels, witnessed in Figure 5. The most dramatic of these fluctuations
is found in the squid population, where guantities have often been more than double their
previous year's vaue, only to drop by a amilar factor the next year, for the period up to
1993. Both snoek and redeye dso show clear variaions over the shorter time-period in
Figure 5. These trends suggest that these fisheries have life cydes and/or regenerdtion rates
that are shorter than can be detected in Figure 4. This being sad, however, the ontinud
decline of WCRL is caried through in Fgure 5, as are the trends for prawns and abdone.
The fact thaa WCRL has been declining dmost continudly over the time period seems to
corroborate the earlier speculation that the MSY for WCRL has long since been passed.

The data thus points to the fact that while some fisheries indeed seem hedthy,
others are far from it, and ther capacity to be used in efforts to dleviae povety may
backfire if too much rdiance is placed on vulnerable species (eg. WCRL). However, the
high fluctuation associated with many of the gpecies dso means tha the returns from
harvesing will vay a grest ded in any given year, regardiess of whether the individud
fishary is vulnerdble or nat. It is thus impossble for subdstence communities to prosper on
fishing done, and dternaives need to be sought in poverty eradication efforts We now
congder the posshility of fishers in these communities to Start micro-enterprises that could
udtain or supplement income levels over time.

The Possibility Of Micro-Enterprise Development In Fishing
Communities

In this section we seek to further profile the subsstence-fishing community, only this time
we ae interesed in their busness behaviour: where they sl fish, how they catch t, what
vadue implications are atached to the product, etc. Specific emphases in this section are
placed on factor markets product makets and the vadue implications of subsstence
fishing. In our efforts, we are again asssed by the survey conducted ty the CD: MCM on
the subject.

Before proceeding, it is necessary to note the limitations associated with using the
survey. As mentioned earlier in our discusson, the task-team that conducted the survey
Flit the coadline of SA into dght sections (A-H), based on the bio-geographica
characteridics of those regions. They obtained information on a totd of 143 different
communities that were known to be involved in subsgtence fishing by conaulting the SFTG
who gquided thar odection of communities The aurvey condsed of researchers
interviewing members of those communities, CBOs or other knowledgesble sources (eg.
consarvaion agents) who were involved in fishing in some way; as a consequence, not only
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ubsigence fishers were consulted. Researchers did emphasse that thar primary am was
to focus on subggence fishers and 0 licited information from the interviews that aided
this purpose. There was consequently a congderable degree of sdection bias (and possbly
interviewer biases) in the survey results.

The report based on the survey then smply summarised the responses to the
questions posad, and thus may not necessxily be factudly based. Therefore, the rdidbility
of the survey is, a best, margind, and in the discusson tha follows we are bound by these
condraints Depite the limitations however, the survey remans the only naionwide
source of information on subsgence fishing communities, and it is in this regad that the
primary utility of the datalies.

Factor Markets

In this section we will andyse the source and employment of cgpitd in fishing communities
and the entrepreneurid <kills of subsstence fishers, rather than focus on land and labour
markets in too much deal, which have, generdly, been farly wel researched in South
Africa We therefore make the assumptions that labour supply is highly dadtic and land
highly indagic, however unredidic these assumptions may be (eg. migration of the
economically active populaion in these communities could mean thet labour supply is in
fect fairly indadtic), and hold the factors congtant throughout the discussion.

The entrepreneurid skills of poor people are very keen indeed, though they cannot
be romanticised because they are borne out of dire need expressed in the severity of
poverty, and without these skills, many poor people would not survive. It is dso useful to
note that entrepreneurship is increasingly being conddered (and correctly so) the fourth
factor of production, though nowhere is the success or falure of the entrepreneur more
highly leveraged than in the informd sector, where falure is associaed not only with a lack
of income, but dso with a lack of survivd. This is often compounded by the lack of kills
present in these communities to enter formd sector employment. In the sample of
subssence communities surveyed by the CD: MCM, it is evidet theat the overwhdming
mgority of individuds have a higory of involvement in fisheries that is in excess of fifty
years (Clak, 2000, 7). The importance of this higory is great indeed, for it implies that
these communities know the resource base and have been exposed to generations of
knowledge on how to fish, where to fish, and how much to fish during different times The
length of thar invovemet in fihing dso implies that it is a sector where these
communities have a comparative kill advantage, and thus the importance of the sector as a
fom of employmet (even be it infoomdly <0), income and nutrition canot be
underestimated.

In the table below, we discuss the importance and sources of capita before going on
to draw inferences on the implications highlighted by the deta.

8 |t should be noted that much of the biases introduced in the survey were unavoidable, and some necessary
(e.g. those concerning the selection of communities). That which was unavoidable related to the nature of the
survey, which was, again necessarily, qualitative in nature. The importance of these surveys, however, cannot
in any way be over-stated, because very little is known about the vast sections of SA that are informal by
classification. As more of these surveys are conducted, it is imperative that the research community play an
active role in their guidance, so that elementary forms of bias are reduced where possible and, more generally,
that some measure of debate ensues over how to apply survey methodology in the informal sector — given
certain ethno-linguistic limitations— and ensure that they are more reliable.
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Table 10: Use of Capital in Fishing Communities
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In terms of fishing methods, we can see that there are very different usage patterns
across the eight regions. In regions A-D (i.e. the Northern Cgpe through to the western pat
of the Eagtern Cape), the use of nets decline geadily while the use of lines is dways above
80 percent. The use of trgps in the same regions show a range between 0 (region D) and 67
percent (region B), though it is important to beer in mind the fisheries harvested in different
regions, which could account for the choice of fishing method. In regions E-H (i.e. the
Eadern Cape to Kwazulu Nad), far less usage of traps is present, while the use of lines is
closer to 90 percent. It should be noted that dl methods — nets, traps and lines — have a low
cgpitd intengty, and in the cae of trgos and nets, are often hand-made. Boats used by
subsstence communities, on the other hand, are a far more capitd-intensve item. In the
table above, we can see that there is a didinct regiond bias to the use of boats, which is

20



most prevdent in the Northen and Western Cgpe. Within these regions, the numbers of
boats with motors varies condderably, and mos communities report that more than 50
percent of thair fleet have motors.

The tools used by fisher-folk are mogt often a combination of those made a home
as wel as bought, though the didribution of responses to these quedtions vary widdly.
However, the percentage of responses to these quesions within the same region is
problematic to interpret because they suggest a degree of overlgp thet is not reflected in the
data (eg. in Region A, there should be a grester percentage of people in the Combination
column given the percentages in the two columns preceding it). We should therefore view
the responses as mutudly exclusve categories and accept a degree of error in the data That
being the case, we can see tha a large percentage of the entire population make ther own
tools which atests to their skills and ingenuity.

We can thus conclude that capitd is scarce in subdstence communities, and mogt
people are forced to improvise in some way. Thus when congdeing the impact of an
income trander on these communities, we can immediady see how those who presently
have grester access to capitd (particularly boats) within the q population (i.e. those in
regions A-D in the above table) will digoroportionately benefit in the short-term. However,
the medium to long-term implications are less certan because severd vaiables interact
concomitantly to shgpe the possble outcomes (leaving asde environmenta condraints a
this point). Some of the factors that should be borne in mind incdlude:

= The consumption needs of individuas which may dictaie that any extra income
be utilised primarily to smooth consumption patterns.

» The capadity of communities to inves the extra income in some form of cepita
(eg. extra nets second-hand boats or diving equipment), thereby inducing a
pardld, outward shift in their production posshility frontiers (PPF).

= The ability of communities to cultivatle (micro) economies of scope (eg.
through eco-tourism or aguaculture (i.e. fish-farming)).

Although we cannot gmulate the effects of these behaviourd characteridics given
our present data, it would be an interesting and very important contribution to the
underganding of the dynamic gains or losses associated with a single or repetitive income
grat (i.e D) in the FGT typology discussed in the previous section. We can therefore see
that factor markets cast important condraints on subssence communities that must be
investigated when congdering the medium-term implications of resource tranders.

We now turn our atention to product markets so that we may examine some of the
locationd condraints to subsstence fishing.

Product Markets
It is important to understand the condraints posed by product markets when deding with
any informa economic activity because it provides us with ingght into the factors that may
hdp or hinder further income genegrdion adtivities through micro-enterprise development
for example The table bdow provides us with such information about the subsgence-

fishing sector. It should once more be noted thet here, again, the columns should be trested
asmutudly exdusve
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Table 11: Ingight into Product Marketsfrom SFTG Sample

o & a | z |28E

o3 5 |.2 | T .8 |55 |eee
S| 2 |o8 | 28|lzE_|zxF|=3e
Regiol 28| 35§38 £2|8388|888|820
A~ 28] 63 38 166 75 2§ 25
i 700 83 67 124 72 56 17
q— a1 71 76| o093 76 47 24
i 53 99 86 105 100 71 0
i 27 88 41 214 95 45 9
I 28] 94 72 131 100 50 6
q— 40 109 8 125 100 46 8
H— 25| 59 24 246 65 47 18

SOURCE: Clark, 2000, 7; Own Cdculations

From the table it is firdly prudent to note that the mean percentage of catch sold in
ubsstence communities ranges from 25 percent in region H (Kwazulu Natd) to 70 percent
in region B (Western Cape), though the mgority of regions sdl less than 50 percent of their
caich. Here, the grester the percentage catch sold, the less is absorbed by home
consumption and the more fisheries can contribute to income (and saving) leves

The raio of the sdf-sde and sde to buyer columns gives us an indication of the
exposure of communities to buyers, who may have specific dandards or criteria that must
be met before agreeng to a sde It is therefore an important indicaior of whether
subsgtence fishers can comply with the sanitary and other sandards required by buyers. In
the raio column in Table 12, a figure grester than one implies that sdf-sde is more
frequent than sdling to a buyer, a figure equd to one implies a Imilar frequency between
the two categories, while a figure less than one (but greater than zero) implies that sdle to a
buyer is more frequent then sdf-sde We can see that only in one community — region C
(Western Cape) — is a greater percentage of the catch sold to a buyer. However, region D, B
and F dl have figures close to one thus suggesting that subsstence communities do have
access to networks of agents that may be ade to purchese more fish from these
communitiesif they had access to greater quantities of resources.

Fndly, the lag three columns provide us with indght into the locationd aspects of
product markets in subsstence communities. As is to be expected, by far the mgority of
regions ather sl in the community or nearby. While fishers in mogt regions do sl a low
percentage of ther caich far away, the importance of locd demand to the sample is clear. It
should aso be noted that in those regions with lower levels of physicd and / or economic
infradtructure, we can expect more prohibitive bariers to sdling further avay from home.
The data supports this view, witnessad in the corresponding values for regions D-G (i.e. the
eastern pat of the Western Cape, dretching across the former Transkel coast and into
Kwazulu Natd).

We can therefore condude that subsstence fishers are not mobile individuds, and
tha any condderaion of linking income tranders to micro-enterprise development would
need to be farly senstive to the geographicd condraints to which communities were
ubjected to. Furthermore, any such congderation would need to profile the loca
(upgtream) supply chan and the nature of patron-client rdaionships that exis between
subsstence fishers and the buyer networks that purchase fish from them.
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Value Creation or Value Destruction in Subsistence Fishing?
From a public policy pergpective, deciding on the quantity of resources (income trandfers)
to dlocae to subssence (informa sector) communities and/or micro enterprises provides
policy makers with an interesting dilemma should a grester or lesser resource trandfer be
authorised? It is important to note thet, in this case, subdgence fishers and micro-
enterprises could never gengrate returns anywhere dose to that able by commercid
enterprises. In fisheries, this vdue loss can be quantified by the difference between landed
vaues and FOB wholesde processed vdues. To ad the discusson, we reproduce the unit
differences per fishery presented in Table 4 (above).

Table 12: Value Differencesfor VariousFisheries

R/kg R/kg Ratio
Fishery [LVIL]| [FOBL] (FOBIL :LVIV)
Abalone 21.50 87.75 4.08
Handline Fishing 5.83 7.14 1.23
Mussels (rock/sand) - 9.64 -
Oysters 3.22 8.94 2.78
Prawns (sand/mud) - 33.40
Redbait - 6.00 -
WCRL 29.19 65.19 2.23
Seaweed (other) 1.15 3.37 2.93
Small net fishing 1.58 291 1.85
Squid 8.50 15.00 1.76

From the table it is possble b see that, in severd fisheries, the wholesale processed
vaue is a least double the landed value, and in the case of Abdone the figure is over four
times gregter. The loss in vadue tems therefore corresponds to these raios, which are
materid indeed. It follows then that the greater the percentage of resources dlocated to
subsdence communities, the lower the potetid redissble vdue of those fisheries
However, this need not necessarily be the case, egpedidly if linkages to upstream
processors are fogered. Obvioudy, this will be dependent on the location of subsgtence
communities and ther proximity to commercid processing plants.

Linking this discusson to micro-enterprises, we can therefore conclude from the
andyss that the prospects for micro-enterprise development in the communities are subject
to arange of factors, induding:

1. Endowments of biologica resources and physicd infragtructure.

2. Access to cgpitd — paticulaly boas — to ensure that grester quantities of
resources are harvested.

3. Effidency of capitd (paticulaly home-made tools), viz enadling harvesting to
be undertaken consigtently over time.

4. Range of product markets i.e whether enterprise sdls in community, nearby or

far avay.

Exposure of the enterprise to business networks and dient-oriented standards

(viz. deanliness, qudlity, etc).

Pricesredised for the sde of fish.

Linkages to upstream processing activities,

Capecity to re-invest income earned.

Ability to diversfy out of fishing and into rdated activities (e.g. eco-tourigm).

o

© oo NS
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CONCLUSION

We have shown in this paper that it is possble to use the FGT dass of poverty measures to
underdand how income tranders (expressed in vaues of fisheries) affect subsstence
fishing communities. Here, we saw that poverty in subssence communities can be entirdy
eradicated (reative to the poverty line) by dlocating a proportion of the tota alowable
commercid catch of known subsstence fisheries to these communities. 1t should now dso
be possble to see that the nature of the income transfer ) dlows for the FGT dass of
poverty measures to be linked to any poverty dleviation Srategy in any sector — whether a
wedfare grant to pensoners or a micro-finance scheme in the mining sector. The criticd
ingredients, however, are to obtan data (preferably longitudind) on the sample population
and to undedand how a given income trander is manifes within the case under study.
Once this is established, more detailed andyses on the nature of the trandfer (which, in he
private sector, will more often than not be multiplicative) and its effect on the poor
population can be undertaken.

An andyss of the pod-income trander effects in subsdence communities then
uggested that severd important consequences had occurred. By focussng on inequdity
levels, we were dble to quantify how a multiplicative trandfer afects income among poor
individuals, noting that they increesed proportiond to the income trander and the number
of poor agents above R0.00. We then extended the discusson by evduaing product and
fector markets, which dlowed us to consder which communities would have the grestest
propendty to dat viable micro-enterprises and 0 be the grestest bendficiaries of the
income trander. Here it became dear that those communities in the Northern and Western
Cape (and to a lesser extent Kwazulu Natd) who had greater access to capita, greeter
exposure to the purchasng criteria of buyers, and closer ties to busness networks had the
greatest propendty to succeed relative to those located on the Eastern Cgpe coadtline who
were more isolaed. Ladly, an andyss of the potentid vaue implicaions of a fisheries
trander to subsgence communities reveded that, without supplementary support, these
communities will find it very difficult to reduce their degpendency on fishing and dat viadle
micro-enterprises. In this regard, it was suggested that planning efforts should concentrate
on related coadd activities such as eco-tourism, where many communities could use ther
exiging skillsto their benefit.

The merits of an income trander ugng fisheries are therefore great indeed, though
the sugtainability of the sector as a source of income is subject to consderable doubt.
Despite this, it should be unequivocaly sated that fisheries can be used to dleviate poverty
in a manner that has been greater then in the pagt without necessarily compromising the
potentid redissble vadue of those fisheries It dso has a very important role to play in
uplifing coagd communities and caidysng loca economic development, especidly given
the kills and experiences of these communities in the sector. However, it is dear that due
regard mus be given to supplementary forms of assdance, for reiance on fishing aone
would entrench dependency on finite resources with exhaudible limits without providing
these communities with the skills necessxry to (ultimately) take their knowledge outdde of
fishing and into other activities
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APPENDICES

Appendix 1. The R500 Poverty Headcount Index

% Below Poverty Line: R500
SFTG Sample National Sample
Variables
African Male 34.92 72.44
Female 65.48 84.6
% Sample 45.0 75.9
Coloured Male 35.9) 56.4
Female 39.2 /8.6
% Sample 36.8 04.2
Indian / Asian Male 17.3 13.3
Female 42.8 30.2
% Sample 20.7 16.0
White Male 4. 8.06
Female 10.79 14.94
¥% Sample 5.8Y 9.
Digributional Characteristics of Samplesat R500 Poverty Line
R500 PH Index: Fisheries vs National Sample
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Appendix 2: Unweighted Poverty Gaps

Poverty Gaps (R1000) and Expenditure Required for SFTG Samplein OHS95

Co-Variate n P1 nzP1 Exp. p.a.(nzP1) | % of Total
Weighted Exp.

Consolidated Tota 1519 684 0.2972 451446.8 5417362 99.99
African Sub-Tota 496 337 0.162§ 247008 2964096 54.71475
Male 265 162 0.0/731 111114.5 1333374 24.61298
Femalg 231 179 0.089 135897.3 1630767.6] 30.10261
Coloure Sub-Tota 563 292 0.112 171377.2 2056526.4| 37.96177
Male 292 137 0.043 66225.6 794707.2] 14.66963
Female 271 161 0.0692 105175.1 1262101.2| 23.29734
Indian Sub-Tota 37 3 0.0004 6771 8125.2] 0.149984
Asian Male| 20 2 0.0002 278 3336/ 0.06158
Femalg 17 1] 0.000 399.5 47941 0.088493
White Sub-Tota 423 52 0.021 32359.5 388314 7.167/954
Male| 241 17 0.0064 9736.4 116836.8 2.15671
Femalg 182 35 0.0149 22640.8 271689.6] 5.015164
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