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MAIZE TARIFF WORKING GROUP SUBMISSION

MAIZE TARIFF INVESTIGATION: QUESTIONNAIRE 

GENERIC INFORMATION ON THE MAIZE INDUSTRY

SECTION A:

GENERAL INFORMATION

1.
Name and address of applicant

ITAC
2. Existing tariff subheading

Table1. Existing tariff sub-heading and existing rate of duty for wheat and wheat products. 

	Tariff

Heading
	Sub-Heading
	Article Description
	Rates of duty

	
	
	
	General
	EU
	SADC

	10.05
	
	Maize (Corn):

	
	1005.10
	-Seed
	8.424c / kg
	8.424c / kg
	Free

	
	1005.90
	-Other 
	 8.424c / kg
	8.424c / kg
	Free

	11.02
	
	CEREAL FLOURS (EXCLUDING THAT OF WHEAT OR MESLIN

	
	1102.20
	Maize (Corn) flour
	12.63c / kg
	12.63c / kg
	Free

	11.03
	
	CEREAL GROATS, MEAL AND PELLETS:

	
	1103.1
	Groats and meal

	
	1103.13
	Of maize (corn)
	5%
	5%
	Free

	11.04
	
	CEREAL GRAINS OTHERWISE WORKED (FOR EXAMPLE, HULLED, ROLLED, FLAKED, PEARLED, SLICED ORKIBBLED; GERM OF CEREALS, WHOLE, ROLLED FLEAKED OR GROUND :

	
	1104.1
	Rolled or flaked grains:

	
	1104.19
	Of other cereals:

	
	1104.19.90
	 = Other
	20%
	0.572%
	Free

	
	1104.2
	Other worked grains (for example, hulled, pearled, sliced or kibbled):

	
	1104.23
	 = Of maize (corn):
	5%
	5%
	Free

	19.01**
	
	MALT EXTRACT; FOOD PREPARATIONS OF FLOUR, MEAL STARCH OR MALT EXTRACT, NOT CONTAINING COCOA OR CONTAINING LESS THAN 40 PER CENT BY MASS OF COCOA CALCULATED ON A TOTALLY DEFATTED BASIS, NOT ELSEWHERE SPECIFIED OR INCLUDED; FOOD PREPARATIONS OF GOODS OF HEADING NOS. 04.01 TO 04.04, NOT CONTAINING COCOA POWER OR CONTAINING LESS THAN 5 PER CENT BY MASS OF COCOA CALCULATED ON A TOTALLY DEFATED BASIS, NOT ELSEWHERE SPECIFIED OR INCLUDED:

	
	1901.90
	 - Other:

	
	1901.90.10
	 = Corn flour
	10% or 55c/kg less 90%
	Free
	Free


Source: SAGIS & Jacobsen’s – Customs Tariffs

**Footnote - the industry acknowledges that Chapter 19.01 is not part of the investigation as per government gazette. We therefore request the ITAC to also investigate this Chapter because of the loophole effects.
3.
Tariff proposal


Not Generic

4.
Reasons for the application

The findings and recommendations with respect to the efficiency of the current maize tariff dispensation can be summarised as follows:

· The variability as well as length of the period between the triggering and the publishing of a tariff needs to be addressed urgently. The validity of all the steps that need to be followed before a new tariff can be published need to be reconsidered.

· The current tariff dispensation has not succeeded in protecting the local role players in the maize market from fluctuations that drive prices to levels at which they are not able to produce or consume on a sustainable basis. The possibility of a Rand-based import calculation needs to be analysed and considered. 

· According to World Trade Organisation (WTO) regulations, the ultimate objective of agricultural tariffs is a zero tariff dispensation in order to do justice to the concept of international comparative advantage so that resources can be utilised in the most efficient way to increase national wealth. 

· Although the Marrakesh Agreement (GATT 1994) provides for reduction of subsidies in respect of agricultural products, the agreement does not require the elimination of subsidies and consequently subsidies will continue to distort international trade of, amongst others, maize. 

· SACU competitors in some of the other major maize producing countries enjoy substantial production and/or export support and this support usually depresses world prices and puts local producer prices under pressure. 

· When the Board of Tariff and Trade (BTT) made its recommendation with respect to the introduction of an import tariff in 1995, it did not only favoured a system under which the rate of customs duty would be adjusted to changes in the world price, but also recognised the significant influence the Rand/$ exchange rate will have on the customs tariff determination. The report of the BTT (no. 3568, April 1995) states that “future structural changes in the Rand/$ relationship may therefore require a fundamental revision of the scheme”. 

· Over the past three years extreme exchange rate fluctuations have had a major impact on the agricultural industry on all levels. Given the statements in the BTT report of 1995, it seems that a “fundamental revision” of the scheme is now due.

· There exists also a need in the industry to apply separate importing tariffs to white and yellow maize since it is two different products that are used as raw material in different markets.

· An institution like the South African Grain Information Service (SAGIS) can be requested to govern the process of calculating and publishing a tariff. SAGIS already publishes the calculation of the import duty as well as the calculation of import and export parity prices on their website. Therefore, once the ITAC has approved a basic formula to calculate an import duty, the minister of trade and industry could delegate its powers to an institution like SAGIS to take the responsibility of maintaining the calculation of the new tariff. 

5.
Background of the industry


Primary Production Sector

Maize is the most important grain crop in South Africa, being both the major feed grain and the staple food for the majority of the South African population. Figure 1 illustrates that for the 2003/2004 marketing year maize was responsible for the second largest contribution (11.6%) to the gross value of the agricultural production with a gross value of R8.32 billion (NDA, Abstracts of Agriculture 2005). Poultry slaughtered is the largest with a contribution R10.3 billion (14.4%). The South African maize industry is also the largest maize industry in Africa by far (Food Price Monitoring Committee, 2003). 

In the past 5 years South Africa produced between 7.2 and 10.1 million tons of maize per annum, with an average of 9.2 million tons per annum (5.6 million tons of white and 3.6 million tons of yellow maize). According to the National Crop Estimates Committee’s third production estimate a total maize crop of 11.5 million tons (6.85 million tons white and 4.67 million tons of yellow maize) is expected for the current production season (2004/2005). 

The main maize production areas in South Africa are the Free State, Northwest and Mpumalanga provinces. These three provinces are responsible for 85 % of the total maize produced in South Africa. Table 2 provides detailed information regarding the local maize production per province.
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Figure 1. Gross value for the top 10 agricultural products

Source: NDA, Abstracts of Agriculture 2005

Table 2. Maize production in South Africa

	
	2004/05 Marketing year
	5 year average

	Province
	Area Planted (Ha)
	Production (tons)
	Area Planted (Ha)
	Production  (tons)

	Western Cape
	2 100
	14 600
	2 029
	13 372

	Northern Cape
	48 700
	510 900
	42 480
	424 780

	Free State
	1 010 000
	3 100 000
	1 063 600
	3 187 200

	Eastern Cape
	20 000
	81 600
	12 780
	52 940

	KwaZulu-Natal 
	78 700
	390 000
	79 040
	335 260

	Mpumalanga
	557 000
	2 219 000
	556 200
	1 947 140

	Limpopo
	40 300
	115 000
	45 380
	117 580

	Gauteng
	134 500
	482 500
	123 600
	421 100

	North West
	952 000
	2 568 400
	1 047 400
	2 600 640

	RSA Total
	2 843 300
	9 482 000
	2 972 509
	9 100 012


Source: National Crop Estimate Committee (CEC) & GrainSA calculations

Prior to 1997, the maize industry was, like the rest of the agricultural sector, regulated by a single channel marketing scheme. The Maize Board was the only buyer and seller of maize and producers were paid a fixed price determined by the Board every year. The Board exported all accumulated surpluses and bear all losses to ensure that producers always received a reasonable price between import and export parity. In 1997, the industry was deregulated and the maize Board was abolished. Since 1997, product prices have been determined under a free market condition and are formally traded on the South African Future Exchange (SAFEX). Prices are now purely determined by supply and demand forces and daily prices fluctuate according to underlying fundamental factors.

According to the Food Price Monitoring Committee the number of commercial maize farmers is estimated at 9 000 and they are cultivating nearly 3.0 million hectares and employing about 150 000 farm workers. The major production areas are situated in the Free State, North- West and Mpumalanga Provinces. From Table 3 and Figure 2, it is clear that although the total area planted under maize has decreased in the period after deregulation, South Africa still meets its annual maize requirements almost entirely from domestic production. This is the result of implementing more efficient production technologies and practises by producers, the withdrawal of marginal lands from production and the development of high yielding maize cultivars. 

Table 3. Total commercial maize area planted, production and consumption 

	Marketing year
	Maize: Total area planted
	Maize: Total production
	Maize: Human Consumption
	Maize: Animal Feed consumption

	
	‘ 000 ha
	‘ 000 tons

	1993/94
	3 663
	9 077
	2 918
	na

	1994/95
	3 904
	12 067
	2 540
	na

	1995/96
	2 952
	4 406
	2 807
	na

	1996/97
	3 307
	9 694
	2 912
	na

	1997/98
	3 361
	8 488
	3 410
	2 973

	1998/99
	2 956
	7 082
	3 381
	2 960

	1999/00
	2 905
	6 715
	3 426
	2 936

	2000/01
	3 230
	10 141
	3 589
	3 068

	2001/02
	2 708
	7 225
	3 877
	3 146

	2002/03
	3 017
	9 732
	3 708
	3 155

	2003/04
	3 185
	9 391
	3 712
	3 416

	2004/05
	2 843
	9 482
	3 970
	3 740


Sources: SAGIS and NDA Abstracts of Agriculture 2005 

2004/05 values are preliminary

The local consumption requirements are estimated at just over the 8 million tons. This can be split up into 4.6 million tons of white maize and 3.6 millions of yellow maize. The maize industry is also an important earner of foreign revenue for South Africa through the export of maize and maize products. South Africa exports maize mainly to the BLNS countries, Zimbabwe, Kenya, Mozambique, Zambia, and Mauritius and in some years to Japan. White maize meal is the staple food of a large section of the African population and these accounts for 94% of white maize meal consumption.
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Figure 2: Total commercial maize production, consumption and exports

Sources: SAGIS and NDA Abstracts of Agriculture 2005 




2004/05 values are preliminary

Storage Industry

The Government (Department of Agriculture), the Maize Board, Wheat Board, Oilseeds Board and Sorghum Board decided jointly on the establishment of grain silos and the capacity thereof.  A loan scheme was operated by the Land Bank to encourage the building of silos. Within the set guidelines of the Grain Silo Committee, silos with a capacity of 15, 5 million tons (maize equivalent) were built at 220 depots in the north (Highveld) and 972 856 tons at 46 depots in the south (Western Cape). There are currently 16, 9 million ton bulk storage capacity available of which 85% of silo capacity is owned by former co-operatives, as shown in Table 4. Most of this storage capacity is also located in the provinces in the northern parts of the country.

Table 4. SA silo capacity

	Silo owner group:
	Storage capacity:

	Co-operatives (north)
	14.5 million tons

	Co-operatives (south)
	0.97 million tons

	Harbours and private owners
	2.1 million tons


Source: Grain Silo Industry

The marketing boards administered a single channel fixed price marketing system, determined the grading regulations, were responsible for distribution and regulated the transport of grains and oilseeds and remunerated the silo owners who operated the silos as agents of the boards. The Maize Board specifically handled the administration and distribution arrangements for Maize.


Since deregulation, grains and oilseeds have been marketed within a free market system.  Producers/owners of grains and oilseeds can sell to whom they want and can deliver their produce directly to processors.  They can also store their produce on farms.


Imports are not controlled any more and producers have to compete on the international market.


Since deregulation the silo owners have been under economic pressure as they have to operate within a free market system, compete with other storers of grain and oilseeds and have a lower throughput from which they have to derive their income. Transport by road has increased dramatically and this leads to out loading problems as silos were constructed to primarily dispatch by rail. The deregulated situation with multiple owners of stored grain and diversity of information required means more sophisticated and costly administration by silo owners.


Maize Milling Industry

The secondary industry consists of a dry and wet milling industry and the animal feed industry. The concentration in the milling industry has arisen naturally from the many years of the controlled marketing system but since deregulation and abolishment of the Marketing Board, the number of informal millers has increased sharply. According to the Food Price Monitoring Committee (2003) there are more than 190 maize millers in South Africa, and the industry currently employees approximately 5 300 people. The average milling capacity utilisation is 3.7 million tons or 79.5% of the available capacity. The potential capacity is in the order of 5 million tons large-scale maize millers number around 22 and account for 85% of all maize meal produced in the country. The top 4 companies in this group of 22 millers produce the majority (73%) of this market share.  In terms of black economic empowerment in this industry it is known that two companies (Foodcorp and Premier) have black empowerment companies as the majority shareholders (Food Price Monitoring Committee, 2003). Since 2005 the production of top 22 industries has drop to 66%, while the top 4 companies accounts for 48% of the market. On the other hand growth in the informal sector since 2004 has however scaled down the concentration in the milling industry as it was the case in 2003.

The secondary industry converts maize to either maize-meal for human consumption and animal feed and starch production. The industry primarily uses white maize for human consumption and yellow maize for animal feeds. 

Animal Feed Industry

The Animal Feed industry supplies feed to all farmed animals in the country and some is exported to BLNS countries.

The industry could be divided into the formal feed industry (Members of the Animal Feed Manufacturers Association (AFMA)) and the rest.  The rest includes the feedlots, smaller feed mills and home mixers.  Similar materials as that used by AFMA-members are used by the non-AFMA-members.

Balanced feeds include a combination (according to a least cost feed formulation programme) of some of about fifty raw materials that are being used in the mixing of feeds.

The feed industry consists of about 100 - 150 feed millers of different sizes.  

The formal feed industry is responsible for about 60% of all feeds produced in South Africa.  The members of the SA Feedlot Association produces about 1 000 000 tonnes per annum.

The feed industry uses primarily yellow maize for the purpose of animal feed manufacturing. According to the Animal Feed Manufacturing Association (AFMA) maize constitutes approximately 55% of the 4.2 million tonnes of feed produced by its members (Table 5). According to the Food Price Monitoring Committee, maize products represent 65% of the approximately 1.3 million tonnes of feed used in feedlots annually.

Table 5. Usage of maize and maize products by AFMA members (tonnes)

	
	2001/02
	%
	2002/03
	%
	2003/04
	%

	Maize 
	2 0252 262
	50.14%
	2 075 308
	50.56%
	2 147 262
	51.22

	Maize Gluten Meal (20%)
	41 811
	1.04%
	31 999
	0.76%
	29 567
	0.71%

	Maize Gluten Meal (60%)
	20 799
	0.51%
	16 283
	0.39%
	17 100
	0.41%

	Maize screenings
	12 811
	0.32%
	6 015
	0.14%
	5 268
	0.13%

	Maize Germ
	30 526
	0.76%
	15 945
	0.38%
	23 737 
	0.57%

	Defatted Maize Germ Meal
	19 224
	0.48%
	15 611
	0.37%
	16 189
	0.39%

	Maize Germ Oilcake
	934
	0.02%
	291
	0.01%
	669
	0.02%

	Hominy Chop
	105 781
	2.62%
	102 201
	2.44%
	104 250
	2.49%

	Total
	2 247 148
	55.88%
	2 263 653
	53.99%
	2 344 042
	55.91%

	Total Feed Production
	4 039 058 
	
	4 104 693
	
	4 192 540
	


Source: AFMA, Chairman’s Report 2003/2004

South African Futures Exchange (SAFEX)

The Agricultural Products Division of the JSE Securities Exchange, South Africa, started its existence as the Agricultural Markets Division of the South African Futures Exchange (SAFEX) in 1995.  It became part of the JSE in August 2001 when SAFEX was bought out by the JSE.  A separately capitalised entity with its own membership was established by the issue of 84 trading seats under the umbrella of SAFEX, a financial derivatives market operating in terms of the Financial Markets Control Act.  

The Agricultural Markets Division traded its first contract in chilled carcass beef in August 1995, but the chilled beef, and later, the potato futures contracts never took off and the focus soon shifted to introducing futures contracts on maize.  Futures contracts on white and yellow maize were listed in March 1996 and futures contracts on wheat were introduced in November 1997.  Options on these contracts followed in March 1998.  Today, futures and options are also traded on sunflower seeds and Soya.

Initially, trading was limited, but as the understanding of the market instruments increased so did trading volumes. Today an average of over 8000 contracts is traded on a daily basis.  During 2003, a total of 2, 3 million contracts traded on the market – an average of over 190 000 contracts per month.  At present there are 62 members comprising commercial banks, commodity traders, financial traders and agriculture related companies. The clearing operation of the market is undertaken by four banks that guarantee the trade. The market is widely used by participants across the sector and the prices discovered on the market are used as reference prices for both the region and the world.

Traders

The traders perform a fundamental and core function in a free trade environment by moving the produce of the farmer to a market domestically or for export. In times of shortage the traders source goods externally and bring products to the processor/consumer in the domestic market.

In 1930 a group of well-known and highly respected grain merchants (traders) formed the S.A. Grain and Produce Shippers Association, which became known as the Shippers. This was a year before the Maize Control Act No 39 of 1931--the first step towards the establishment of the Maize Board in 1935 and the single channel marketing scheme in 1944. The name was changed in 1977 to S.A. Cereal and Oilseeds Trade Association (SACOTA) known as the Traders.

Since 1995 grain marketing in South Africa has been deregulated in terms of price intervention. The agricultural derivatives market was established to provide market participants with a price risk management facility as well as a price determination mechanism without distorting economic principles.

Grain traders take positions (forward buying and selling), assume risk, establish value and provide the real cash market for grain. Traders include local grain traders, international grain houses and financial institutions that provide credit facilities.

Traders and the market need a stable environment in which to trade with confidence and this can only be achieved where there are clear transparent rules and policies with firm time scales and triggers of change.

Feasibility of primary production sector

During the past year the white maize price in South African declined by nearly 47% and they are currently at their lowest levels since August 2000 (SAFEX, 2005). The drastic decline in domestic maize prices can be mainly attributed to the sharp decline in international maize prices, the appreciation of the Rand/USA Dollar exchange rate as well as over supply of maize on the domestic maize market. 

A record maize crop in the United States of America causes international maize prices to decrease from $134 per ton in April 2004 to $96 in April 2005, a 28% decline (IGC Maize Export Quotations, 2005). The Rand strengthens from R6.76 per USA Dollar in February 2004 to R6.01 per USA Dollar in February 2005 (SA Reserve Bank Data, 2005) – an appreciation of 11%, which caused the producers to loose lot of money since the prices are dollar base. 

Unfortunately, prices of farming requisites and inputs did not follow the declining trend of the maize price due to an increase in international prices. The prices of crude oil and natural gasses caused international prices of fuel and chemicals to rocket. The appreciation of the exchange rate softens the impact of higher international prices but did not diminish it. Domestic prices of important farming inputs such as fuel, fertiliser and chemicals increased in the past year despite a stronger Rand.

The situation of increasing input prices and historical low maize producer prices have started to raise question regarding the profitability of maize production since the situation affects producers’ ability to repay their loans. The value of farmland is also closely related to the value of the product. In the case of maize production the value of farmland follows the maize price. Lower farmland value severely affects the solvability of maize producers, which affect the security value of the farmers at financiers and could lead to lower facilities at financial institutions. 

Emerging maize producers do not have the benefit of economics of scale in the domestic maize market as commercial producers have, which make them more financial vulnerable, given the current situation of maize producers. Most emergent farmers are entirely dependent on outside financing, making their current financial position worst. The current low maize prices and low profitability of the maize producers will make it nearly impossible for financiers to finance emerging farmers. This will hamper the transformation in the maize industry. 

6.
Process of manufacture, advantages and disadvantages 
The process of manufacturing, from the primary maize production process, through the whole value chain up to the end product, is summarised in Figure 3 on the following page. 

Figure 3. Maize Value Chain
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Source: Maize Tariff Working Group (2005)

A competitive maize production sector is to the advantage of all in South Africa and the Southern Africa Development Community. The primary maize production sector holds significant economic and socio-economic advantages to the rural areas of South Africa. The number of commercial maize producers in South Africa is estimated at 9 000 and together they employ nearly 150 000 farm workers (Food Price Monitoring Committee, 2003). 

A sound and healthy primary production sector also ensure a vigorous secondary processing industry to produce the staple food for millions of households. The maize value chain is also the core business of many input suppliers (e.g. fertiliser, chemical, seed, fuel, machinery and logistic companies), service providing companies (e.g. agri-businesses, marketing and storage companies) and financial institutions (e.g. the Land and other commercial Banks). All of these companies make a significant contribution to the welfare of the South African economy, 

Table 6.  The Strengths and Weaknesses of the maize production sector in South Africa

	Strengths
	Weaknesses

	· Second largest agricultural sector in terms of value after poultry slaughtered. 

· Renewable process & conservation of natural resources.

· Large capital investment, employment opportunities and human resource development in rural areas.

· Self-sufficiency in the major basic food product.

· Ensure food security in South Africa and SADC region.

· Earner of foreign exchange through exports.

· Existing production infrastructure is well developed. 

· Enormous intellectual capital and experience available in the maize sector.

· Low entry barriers. Grain producers in maize producing areas can easily substitute other grains produced with maize. 


	· Production is largely dependent on climatic conditions; can only partially be manipulated by man through irrigation.

· International agricultural policies significantly distort international grain markets and therefore South African maize producers need trade protection to be competitive.

· Deteriorating research infrastructure and capacity may limit new technology development in future.

· Export opportunities are limited to African countries.

· Relatively high input and capital costs. A large proportion of production inputs are imported.



Source: Grain South Africa

	Strengths
	Weaknesses

	· Sound production knowledge, service history, financial systems and industry base.

Sound cultivar base for production.

Important contributor to the economy (rural development & GDP).

Competitive research institute (Agricultural Research Council).

Well organised industry association.

 Sound infrastructure and training standards.

Uniform grading rules and standards applied.
Efficient and effective price discovery mechanism.

· Availability of labour force.

· Strong domestic market.

· Use of first world technology, processes and equipment.

· Dynamic entrepreneurs and professional supplier network.

· Fair and open competition in local market. 
	· High maintenance and delivery costs.

· Research results not user friendly especially to emerging sector.

· Slow adoption of hedging mechanisms to reduce price risks.

· Direct exposure to international market and exchange rate variations resulting in producer being a price taker.

· No assistance to new entrants from developing sector.

· Lack of transparency and inefficiency in implementation of the tariff system.

· Inadequate protection against unfair regional and international competition and food aid.

· Low level of financial commitment for research and development.

· Lack of access to international information.

· Lack of innovation for new products.

· Low export orientation.

· Slow Government reaction time to trade remedies and tariff issues.


Table 7.  The Strengths and Weaknesses of the maize processing sector in South Africa

Source: National Association of Maize Millers (NAMM represent 66% of the market)
7.
Expansion of manufacture


Primary Production Sector

From Figure 4 it can be seen that although the total area planted declined over the past decade, South Africa has the capacity to plant nearly 4 million hectares of maize every year. There is also a clear upward trend in the maize yield, which can be attributed to an improvement of cultivation practises, new technology, irrigation and higher yielding maize cultivars. It can thus be expected that if the demand for maize in South Africa increases the production of maize will be expanded accordingly if it is profitable for producers.
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Figure 4. Total commercial maize areas planted and yield per ha

(Sources: SAGIS & Grain SA’s own calculations)

As indicated in Figure 5 below, it seems as if the maize consumption for human purposes is relatively saturated with not much growth prospects, but the animal feed market for maize still shows growth potential. It is expected that the demand for maize for animal feed will increase as the domestic poultry industry expands. 
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Figure 5. South African human and animal feed maize consumption

(Sources: SAGIS & Grain SA’s own calculations, values for 2004/2005 are preliminary)

The expansion of industrial uses of maize will also have a significant impact on the demand for maize in future. The industrial uses of maize in South Africa are still in its development phase, but the growth potential is enormous. Currently, plans are drawn up by role-players in the maize industry to start producing bio-ethanol from maize within the next three to four years, that will be used as fuel. If this action succeeds South Africa will be less dependent on imported crude oil, a more environmental friendly fuel will be produced and it will cause huge economic injection in rural areas where bio-ethanol production plants are erected. It is estimated that the domestic demand for maize will be increased by 30% in the medium term if the production of bio-ethanol from maize commenced. 

Maize Milling Industry

The South African milling industry has the capacity to produce beyond their current level of production. The main reasons for the low capacity utilisation are aids, food aid as well as the availability of large quantities of cheap subsidised substitutes like rise, biscuits, etc as reflected in the figure 6 and 7 below. 
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Figure 6: Maize: Human Consumption

Source: SAGIS

AIDS as one of the contributing factor to the above situation has become a reality to the industry to start taking cognisance of future impacts and what solutions or alternatives are there to correct this situation; Figure 7 below shows the impact of AIDS. The graphs illustrates that in the year 2006 the impact of AIDS would reduce the projected sales of maize meal by 143 000 tons per annum or 180 000 tons of maize.  In the year 2011 the sales will be 429 000 tons less (536 000 of maize) than what it would have been without the AIDS disease.


Figure 7: AIDS effects on Maize Meal Sales Volume
Source: NAMM

This situation is already threatening the local food security, with industry trying to come up with alternative uses of maize. While alternatives are good since it would prompt more production of maize it may leave less for food consumption, resulting in food insecurity.

Animal Feed Manufacturers
Feed mills are being upgraded on a regular basis and their capacity is sometimes expanded in the process.  Some rationalisation also took place in the last two years and that also created more capacity.  A new feed mill is under construction at the moment. The average growth in the formal feed industry over the last 10 years was about 1% per annum.

8. Availability of inputs

Primary Production Sector

Although a large proportion of the inputs used in the production process of maize are imported, most commercial producers have good access to production inputs through agriculture businesses, marketing agents or contract production schemes and a wide range of different types of inputs are at the disposal of producers. In many cases the availability of inputs are not the constraint but the price of it. 

Approximately 80% of all inputs used in grain production are based on an import parity price and therefore prices are very sensitive to exchange rate movements and international price increases. The local portion of production inputs is also based on an import parity-pricing basis. Producers of grain are price takers on both the input and the output side with very little that can be done to influence prices.

Maize Milling Industry

South Africa is able to produce the required quantity of maize producers to satisfy the local consumption. For the past years we have seen a surplus production of maize which helped to keep the prices of local maize meal fairly stable. The inputs are not the impediment to the growth of the milling industry, but the competition from subsidised substitute products imported from abroad that constrains their growth. 

Animal Feed Manufacturers

Some of the inputs (raw materials) for the feed industry are freely available locally, e.g. maize, sunflower oilcake, etc., whilst others are imported, viz Soya oilcake, vitamins and minerals and from time to time, even maize.

9. Names and addresses of representatives of role players in the maize industry.

NATIONAL ASSOSIATION OF MAIZE MILLERS 

Mr J de Villiers
Tel: (012) 663 1660

P.O. Box 10748
Fax: (012) 663 3109

Centurion
Cell: 083 675 9235

0046
e-mail: info@grainmilling.org.za
GRAIN SILO INDUSTRY

Mr PG Louw
Tel: (012) 348 3044

P.O. Box 74355
Fax: (012) 348 2980

Lynwoodrif
w-mail: lizbe@graansilo.co.za
0040

THE SA CEREALS AND OILSEEDS TRADE ASSOCIATION

Dr. Konrad Keyser
Tel: (012) 663 8383


P.O. Box 11883





Fax: (012) 663 8387

Centurion
E-mail: trading@brisen.co.za
0046

NATIONAL AGRICULTURAL MARKETING COUNCIL

Mr M Karaan
Tel: (012) 341 1115

Private Bag X935
Fax: (012) 341 1811

Pretoria

0001

GRAIN SOUTH AFRICA

Mr. Fanie Brink
Tel: (056) 515 2142

P.O. Box 88
Fax: (012) 515 3613

Bothaville
e-mail: fanie@grainsa.co.za

9660

ANIMAL FEED MANUFACTURERS ASSOCIATION

Mr. H Bekker
Tel: (012) 663 9097

P.O. Box 8144
Fax: (012) 663 9612

Centurion
Cell: 082 820 4306

0046






e-mail: admin@afma.co.za

NATIONAL AFRICAN FARMERS UNION OF SOUTH AFRICA

Mr. M.R. Matlala
Tel: (013) 656 0325

P.O. Box 12735
Fax: (013) 656 1033

Leraatsfontein
e-mail: c-plan@mweb.co.za
1038

NATIONAL DEPARTMENT OF AGRICULTURE

Me. Gerda van Dijk
Tel: (012) 319 8452

Private Bag X791
Fax: (012) 319 8001

Pretoria
E-mail: smitr@nda.agric.za
0001

AFRICAN PRODUCTS
Nico Kruger
Tel: (011) 458 5482

Private Bag X2019
Fax: (011) 458 5067

ISANDO
E-mail: Nico.Kruger@afprod.co.za
1600
SECTION B

STATISTICAL INFORMATION 

1. Employment

Currently no detailed information is available on employment specifically in the maize production sector. The following table provide at least some information regarding employment in the agricultural sector of South Africa. These values are obtained from the Census of commercial agriculture 2002.

Table 8. Principal statistics - employment: Comparisons between the 1993 and 2002 agricultural censuses

	Item
	Unit
	1993
	2002

	Farming units

     With a VAT turnover of R300 000 and above

     With a VAT turnover below R300 000
	Number
	57 980


	45 818

22 429

23 389

	Employment

     Owners and family members

      Paid employees
	Number
	1 161 912

68 647

1 093 265
	986 842

46 027

940 815


Source: Census of Commercial Agriculture 2002

According to the results of the Census of Agriculture there were 45 818 active commercial farming units in South Africa in 2002. This is a decrease of 12 162 farming units since the last Census of Agriculture in 1993. It is difficult to emphasis a single factor accountable for this decrease, but major factors may include decreased profitability and increased international competition due to the deregulation of the agricultural sector.

Table 8 indicates that, in 2002, of the 45 818 commercial farming units in South Africa the highest number were situated in the Free State (8 531 units), followed by the Western Cape (7 185 units) and the Northern Cape (6 114 units). 

Table 9. Principal statistics by province: Total employment  

	Province
	Total employment (Owners & paid employees
	Total paid employees

	
	Number
	Number

	Western Cape
	219 091
	211 808

	Northern Cape
	114 214
	107 266

	North West
	90 174
	84 658

	Mpumalanga
	124 012
	120 065

	Limpopo
	78 955
	75 890

	KwaZulu-Natal
	120 982
	117 207

	Gauteng
	31 866
	30 546

	Free State
	132 005
	123 429

	Eastern Cape
	75 543
	69 946

	South Africa
	986 842
	940 815


Source: Census of Commercial Agriculture 2002
As indicated in Table 9, the total number of paid workers employed by the formal agricultural sector was 940 815 in 2002. This is a decrease by 152 450 (13.9%) from 1 093 265 in 1993. Nearly half of the employees in 2002 were casual and seasonal workers (Table 10).

The commercial agricultural sector paid R6 216 million in salaries and wages for the year ended 28 February 2002 (Table 10). This amount is 11.7% of the gross farming income generated by the agricultural sector in the financial year, and is also 13.8% of the total expenditure for the same period (or 14.8% of the total current expenditure by the sector).

Table10. Principal statistics by province: Employment and employee remuneration

	Province
	Owner/ proprietors
	Full-time workers
	Casual and seasonal workers

	
	Number
	Number
	Remuneration

R1 000
	Number
	Remuneration

R1 000

	Western Cape
	7 283
	94 659
	1 350 718
	117 149
	332 139

	Northern Cape
	6 948
	34 195
	350 200
	73 072
	136 081

	North West
	5 516
	39 597
	394 693
	45 060
	58 666

	Mpumalanga
	3 947
	68 297
	669 201
	51 767
	96 141

	Limpopo
	3 065
	45 750
	395 735
	30 141
	72 489

	KwaZulu-Natal
	3 775
	79 662
	817 415
	37 545
	106 691

	Gauteng
	1 320
	21 492
	363 827
	9 054
	22 690

	Free State
	8 576
	61 277
	565 024
	62 152
	73 647

	Eastern Cape
	5 597
	36 442
	346 438
	33 504
	64 787

	South Africa
	46 027
	481 371
	5 252 251
	459 444
	963 331


Source: Census of Commercial Agriculture 2002

Currently the maize milling industry employs approximately 2 951 workers, While the formal feed industry employs estimated ± 2500 of employees and in the total industry, 4 - 5000 people are employed.

2. Investment 

As in the case of employment, no detailed information is available on the investment and the financial position of specifically the maize production sector. The following tables, also obtained from the Census of commercial agriculture 2002, provide information on certain investment and financial aspects in the agricultural sector of South Africa. 

Table11. Principal statistics – Gross farming income, expenditure, market value of assets and farming debt: Comparisons between the 1993 and 2002 agricultural censuses.

	Item
	Unit
	1993
	2002

	Gross farming income (at constant 2002 prices)

    Field crop products

    Horticultural products

    Animal and animal products

    Other products excluding forestry    
	R1 000
	38 813 291

9 901 329

9 324 884

19 328 436

258 642
	52 971 214

16 476 933

14 197 267

21 222 618

1 074 396

	Expenditure (at constant 2002prices)

    Current expenditure

    Capital expenditure
	R1 000
	33 984 385

29 671 164

4 331 221
	45 038 908

42 092 135

2 946 773

	Market value of farming assets (at constant 2002    prices)
	R1 000
	138 836 539
	98 428 254

	Farming debt (at constant 2002 prices)
	R1 000
	31 738 817
	30 857 891


   Source: Census of Commercial Agriculture 2002
From the above tables it can be seen that there is extensive investment made in the agricultural sector of South Africa. As indicated in Table 11, the formal agricultural sector generated a gross farming income of nearly R53 000 million in 2002. R21 222 million (39.8%) was generated from commercial farming in animals and animal products (as compared to 49.8% in 1993). Field crops contributed 30.9% (25.5% in 1993) and horticultural products 26.7% (24.0% in 1993). The percentage contribution of field crops and horticultural products to total income has therefore increased since 1993 whilst income from animals and animal products has decreased.

Table 15 shows that the dominant branch of commercial farming in four of the provinces was field crops. The largest income from field crops was recorded by Free State (30.2%), followed by Mpumalanga (17.3%), KwaZulu-Natal (15.8%) and North West (14.8%). The Free State, Mpumalanga and North West provinces are also the main maize production regions in South Africa.

Table 12. Principal statistics by province: Gross farming income, expenditure, market value of assets and farming debt.

	Province
	Farming units
	Gross farming income
	Expenditure
	Market value of assets
	Farming Debt

	
	
	
	Current
	Capital 
	
	

	
	Number
	R1 000

	Western Cape
	7 185
	10 653 332
	8 642 186
	682 574
	26 270 432
	7 304 531

	Northern Cape
	6 114
	3 888 951
	3 111 604
	259 240
	10 513 940
	3 465 407

	North West
	5 349
	5  145 873
	4 080 047
	205 049
	8 360 915
	2 934 093

	Mpumalanga
	5 104
	7 013 824
	5 680 245
	335 448
	10 931 965
	3 355 846

	Limpopo
	2 915
	3 811 054
	3 086 507
	326 118
	7 739 138
	2 172 560

	KwaZulu-Natal
	4 038
	6 027 672
	4 889 513
	407 744
	10 161 487
	3 144 949

	Gauteng
	2 206
	4  130 428
	3 092 812
	114 264
	2 922 277
	1 039 109

	Free State
	8 531
	8 777 228
	6 829 508
	376 883
	13 215 146
	5 230 786

	Eastern Cape
	4 376
	3 522 871
	2 679 715
	239 452
	8 312 955
	2 210 610

	South Africa
	45 818
	52 971 232
	42 092 135
	2946 773
	98 428 254
	30 857 891


Source: Census of Commercial Agriculture 2002

Table 13. Farming Debt 

	As at 31 December
	Land and Agricultural Bank
	Commer-cial banks
	Agric co-operatives
	Dept of Agric.
	Private persons
	Other financial institutions
	Other debt
	Total

	
	R million

	1995
	4,679.6
	6,385.6
	3,950.2
	1,411.6
	1,641.8
	432.1
	895.1
	19,396.0

	1996
	5,086.3
	6,673.7
	3,994.9
	1,330.7
	1,702.5
	533.2
	928.2
	20,249.5

	1997
	5,799.5
	7,909.7
	4,404.4
	1,127.9
	1,780.5
	557.6
	970.7
	22,550.3

	1998
	7,488.8
	8,375.0
	4,536.5
	1,007.6
	1,801.1
	546.1
	995.5
	24,750.6

	1999
	8,943.6
	9,597.9
	4,687.3
	929.1
	1,923.8
	583.3
	1,063.3
	27,728.3

	2000
	9,606.0
	11,172.3
	4,500.0
	860.4
	1,986.7
	602.4
	1,098.1
	29,825.9

	2001
	9,073.0
	13,146.0
	3,666.6
	800.6
	2,230.8
	676.4
	1,233.0
	30,826.4

	2002
	7,931.0
	11,027.1
	3,807.7
	495,9
	2,677.8
	811,9
	1,480.1
	28,231.5

	2003
	7,560.0
	13,854.1
	3,856.8
	451,5
	2,785.0
	844.4
	1,539.3
	30,891.1

	2004
	6,915.5
	16,636.6
	4,121.2
	398.2
	2,809.8
	851.9
	1,553.0
	33,286.2


Source: NDA Abstracts of Agriculture 2005

Table 13 above shows that farming debt has increased substantially since 2002.  Farming debt increased from R28.23 billion in 2002 to R33.29 billion by the end of 2004, an increase of R5 billion or 18% in a two-year period.  This increase in farming debt can be attributed to the declining producer prices of agricultural commodities and increasing production costs.

Table 14. Ratios

	Province
	Current expenditure/ Gross farming income
	Salaries & Wages/

Gross farming income
	Farming debt/

Market value of assets 
	Farming debt/ Gross farming income

	Western Cape
	81.13
	15.80
	27.81
	68.57

	Northern Cape
	80.01
	12.50
	32.96
	89.11

	North West
	79.29
	8.81
	35.10
	57.02

	Mpumalanga
	80.99
	10.91
	30.70
	47.85

	Limpopo
	80.99
	12.91
	28.08
	57.01

	KwaZulu-Natal
	81.12
	15.33
	30.95
	52.18

	Gauteng
	74.88
	9.36
	35.56
	25.16

	Free State
	77.81
	7.28
	39.59
	59.59

	Eastern Cape
	76.07
	11.64
	26.60
	62.75

	South Africa
	79.46
	11.73
	31.35
	58.25


Source: Census of Commercial Agriculture 2002

Table 15. Breakdown of gross farming income per type of division

	Province
	Field crops
	Horticulture
	Animals
	Animal products
	Other products

	
	R1 000

	Western Cape
	1 236 449
	5 960 849
	1 595 016
	1 585 005
	275 994

	Northern Cape
	 933 623
	1 180 459
	1 535 298
	224 705
	14 865

	North West
	2 440 115
	368 908
	1 870 309
	457 110
	9 429

	Mpumalanga
	2 844 552
	1 747 911
	1 691 554
	506 345
	223 463

	Limpopo
	640 020
	1 898 086
	1 078 622
	145 201
	49 125

	KwaZulu-Natal
	2 602 930
	657 259
	1 517 821
	864 954
	384 708

	Gauteng
	580 319
	882 498
	1 720 488
	874 985
	72 140

	Free State
	4 983 194
	646 671
	2 318 940
	803 560
	24 862

	Eastern Cape
	215 730
	854 624
	1 218 863
	1 213 843
	19 811

	South Africa
	16 476 933
	14 197 267
	14 546 912
	6 675 706
	1 074 396


Source: Census of Commercial Agriculture 2002

Maize Milling Industry

The information below represents only the members of the National Association of Maize Millers

Table 16. Investment in the dry milling industry

	DESCRIPTION
	AMOUNTS IN RAND

	LAND AND BUILDINGS
	    804 038 984

	FURNITURE
	      14 679 432

	PLANT
	 1 006 777 854

	STOCKS
	 4 203 722 718

	DEBTORS
	 5 801 089 402

	OTHER ASSETS
	      90 845 594

	TOTAL
	11 921 153 984


Source: National association of Maize millers (NAMM represents 66% of market)


Animal Feed Manufactures


There is no statistical information but it is however estimated that in the formal feed industry the are 42 feed mills and the average capital layout per feed mill is about R52,5 million, including land, buildings equipment, vehicles, road delivery, etc.  The outlay in a smaller feed mill and at the feedlots will be much lower.

3. Production capacity

a. Normal production capacity

Primary Production sector

From Table 16 it can be seen that commercial producers planted during the past 12 years between 2.7 and 3.9 million hectares of maize and produced between 4.4 and 12 million tons of maize during the same period. It can be safely assumed that South Africa’s commercial maize production sector has the capacity to produce a total of more than 10 million tons of maize on 3.5 to 3.9 million hectares.  

Table 17. Commercial Maize Production Capacity
	Marketing Season
	White Maize Production
	White Maize Area Planted
	Yellow Maize Production
	Yellow Maize Area Planted
	Total Maize Production
	Total Maize Area Planted

	
	1000 tons

	1993/94
	4416
	1983
	4661
	1680
	9077
	3663

	1994/95
	5759
	2027
	6308
	1877
	12067
	3904

	1995/96
	2120
	1401
	2286
	1551
	4406
	2952

	1996/97
	5836
	1904
	3858
	1403
	9694
	3307

	1997/98
	4614
	1794
	3874
	1567
	8488
	3361

	1998/99
	4383
	1797
	2699
	1159
	7082
	2956

	1999/00
	4141
	1830
	2575
	1075
	6716
	2905

	2000/01
	6155
	2003
	3986
	1227
	10141
	3230

	2001/02
	4110
	1596
	3115
	1112
	7225
	2708

	2002/03
	5537
	1843
	4194
	1174
	9732
	3017

	2003/04
	6366
	2232
	3026
	953
	9391
	3185

	2004/05
	5805
	1842
	3677
	1001
	9482
	2843


   Source: SAGIS


Maize Milling Industry

The production capacity for National Association of Maize Millers (NAMM) members is 4 051 380 tons per year. NAMM represents about 66% of the maize meal market.

b. Number of hours per week on which the production capacity is based

From a whole industry’s perspective this question is impossible to answer.  

c. Increasing the production capacity

Primary Production Sector

Although it is possible to increase the total commercial production of maize by the introduction of new technology (such as precision farming technology and genetic modified maize) and more maize acreage under irrigation, the total commercial production capacity in terms of area planted can only be increased if producers devote less land to other field crops in the maize production areas.  Producers will only increase the production maize if its profitable to do so. It is expected that producers will drastically decrease their maize production in the coming production season because of the difficulty of making profit in the current market conditions.

Maize milling industry

The production of 4 051 380 tons per year can be increased without any further capital investment. The year to date capacity utilisation is 63%. This means there is potential to increase capacity by approximately 27% if there is a demand for maize meal.

Animal Feed Manufacturers
The feed mills are currently producing at about 84% of capacity, which clearly shows that it would be easy for the industry to increase their production capacity if a need arises.

4. Actual Production 

a)
Actual Production over the last five years

Primary Production Sector

Table 18 provides some insight into the commercial production of maize in South Africa for the 2003/2004 production season.

Table 18. Area planted with maize and maize production per province for the 2003/2004     production season (Commercial production sector only). 

	Region
	Area
	Production

	
	White
	Yellow
	Total
	White
	Yellow
	Total

	
	ha
	tons

	Western Cape
	             100 
	          2,000 
	               2,100 
	                  600 
	               14,000 
	          14,600 

	Northern Cape
	          6,200 
	        42,500 
	             48,700 
	              62,400 
	             448,500 
	        510,900 

	Free State
	      660,000 
	      350,000 
	        1,010,000 
	         2,050,000 
	          1,050,000 
	     3,100,000 

	Eastern Cape
	          5,000 
	        15,000 
	             20,000 
	              20,000 
	               61,600 
	          81,600 

	Kwazulu-Natal
	        35,700 
	        43,000 
	             78,700 
	            175,000 
	             215,000 
	        390,000 

	Mpumalanga
	      262,000 
	      295,000 
	           557,000 
	         1,055,000 
	          1,164,000 
	     2,219,000 

	Limpopo
	        33,000 
	          7,300 
	             40,300 
	              95,000 
	               20,000 
	        115,000 

	Gauteng
	        80,000 
	        54,500 
	           134,500 
	            297,000 
	             185,500 
	        482,500 

	North West
	      760,000 
	      192,000 
	           952,000 
	         2,050,000 
	             518,400 
	     2,568,400 

	TOTAAL
	   1,842,000 
	   1,001,300 
	        2,843,300 
	         5,805,000 
	          3,677,000 
	     9,482,000 


Source: National Crop Estimates Committee, Final Crop Estimate

South Africa’s actual total commercial maize production during 2003/2004 production season (Table 18) was nearly 9.5 million tons (5.8 million tons white and 3.7 million tons yellow maize) on 2.843 million ha of land. Whereas the total production for the current season 2004/2005 (Table 23) was 11.5 million tons, which shows an increase of 21.5% from the precious season’s crop of 9.5 million tons.
Table 19. Total maize (commercial and developing agriculture) area planted, production and gross value of maize production in South Africa over the past five production seasons

	Production Season
	Area Planted
	Total Production
	Gross value

	
	1000 ha
	1 000 tons
	R 1 000

	1999/2000
	 3 814
	 11 455
	6 289 684

	2000/2001
	 3 223
	 7 772
	6 928 826

	2001/2002
	 3 533
	 10 076
	13 814 457

	2002/2003
	 3 651
	 9 705
	9 134 497

	2003/2004
	 3 204
	 9 737
	8 318 266



   Sources: NDA Abstracts of Agriculture, 2005

Significantly from Table 19, it is interesting to note that although the production declined only by 3.7% from the 2001/2002 to the 2002/2003-production season, the gross value declined by 33.9%. From 2002/2003 to 2003/2004 production season the gross value of maize production decrease by 8.9% despite of a slight decrease in production. The decline in the gross value of maize is attributed to the sharp decrease in maize prices. It is also expected that the gross value of maize production will further decrease during the 2004/2005 production season because current maize prices are significantly lower than in the 2003/2004 production season.

Maize Milling Industry

 Table 20. Total Monthly White Maize Milled in tons

	
	2004/05
	2003/04
	2002/03
	2001/02
	2000/01
	1999/2000

	
	Tons

	May
	 212 095
	 242 553
	 284 386
	 293 247
	 298 946
	 290 757

	June
	 207 569
	 223 613
	 244 462
	 265 772
	 279 145
	 248 864

	July
	 189 749
	 224 624
	 252 755
	 257 745
	 266 443
	 271 837

	August
	 229 704
	 206 004
	 242 616
	 285 889
	 287 041
	 259 147

	September
	 230 267
	 222 644
	 248 765
	 272 744
	 256 143
	 249 410

	October
	 215 681
	 245 778
	 260 408
	 279 733
	 301 311
	 288 858

	November
	 224 175
	 206 115
	 250 548
	 288 083
	 282 372
	 284 894

	December
	 212 168
	 211 618
	 229 411
	 253 610
	 250 944
	 255 603

	January
	 166 186
	 191 517
	 215 584
	 296 631
	 284 617
	 232 005

	February
	194 850 
	 221 644
	 204 128
	 268 412
	 264 689
	 254 602

	March
	     222 364
	 186 444
	 249 727
	 268 001
	 306 941
	 278 388

	April
	237 539
	 177 084
	 237 588
	 274 659
	 262 182
	 240 511

	TOTAL
	2 542 347
	2 559 638
	2 920 378
	3 304 527
	3 340 773
	3 154 876


    Source: National Association of Maize Millers (NAMM represent 66% of the market)

Table 21. Yellow Maize Milled for human Consumption

	 
	2004/05
	2003/04
	2002/03
	2001/02
	2000/01

	 
	 
	 
	 
	 
	 

	May
	 2 977
	 9 547
	 14 023
	 10 504
	 12 358

	June
	 6 766
	 6 846
	 10 853
	 13 320
	 10 435

	July
	 5 184
	 7 803
	 12 953
	 12 543
	 9 343

	August
	 8 498
	 6 592
	 13 082
	 13 976
	 6 992

	September
	 12 370
	 5 569
	 13 825
	 12 662
	 5 532

	October
	 6 487
	 4 377
	 13 868
	 13 983
	 7 949

	November
	 6 759
	 4 390
	 14 615
	 13 872
	 7 715

	December
	 5 699
	 2 337
	 12 719
	 10 671
	 3 965

	January
	 6 863
	 3 138
	 11 617
	 13 717
	 4 219

	February
	 6 931
	 3 749
	 10 888
	 12 627
	 4 845

	March
	 7 204
	 3 670
	 11 276
	 9 006
	 5 516

	April
	 6 722
	 4 022
	 10 720
	 11 800
	 5 553

	TOTAL
	 82 461
	 62 040
	 150 438
	 148 681
	 84 423


 Source: National Association of Maize Millers (NAMM represent 66% of the market)

Animal Feed manufactures
TABLE 22 - National Animal Feed Production during 2003/04

	 
	AFMA - FEEDS

PLUS FEEDS DERIVED

FROM CONCENTRATES
	 
	AFMA FEED AS % OF

NATIONAL

PRODUCTION

	 

FEED TYPE
	
	NATIONAL

FEED PRODUCTION
	

	Broilers
	                      2,239,719 
	                 2,554,885.00 
	87.66%

	Layers
	                        747,821 
	                    860,000.00 
	86.96%

	Dairy
	                        796,072 
	                 1,545,264.00 
	51.52%

	Beef & Sheep
	                        645,602 
	                 1,858,000.00 
	34.75%

	Pigs
	                        213,020 
	                    711,031.00 
	29.96%

	Dogs
	                          34,805 
	                    219,100.00 
	15.89%

	Horses
	                          21,495 
	                    121,000.00 
	17.76%

	Ostriches
	                          32,471 
	                    130,000.00 
	24.98%

	Aquaculture
	                            1,711 
	                       1,854.00 
	92.29%

	Total
	                      4,732,716 
	8,001,134
	59.15%


Source:   Table 13 from AFMA’s Chairman’s Report for 2003/04.

b) Actual production as a percentage of production capacity

Primary Production Sector

If it is assumed that South Africa has the capacity to plant 3.5 – 3.9 million hectares of maize per season (only commercial production) then South Africa’s actual commercial production was in the previous production season (2003/2004) approximately 73 – 80% of its commercial production capacity.

Maize Milling Industry

Actual production as a percentage of production capacity during 2004/2005: NAMM 

· 63%

Animal Feed Manufacturers
Actual production as percentage of production capacity during 2004.2005: AFMA

· 84%

c) Estimates of commercial maize production for current production season

Primary Production Sector

Table 23. Area planted with maize and maize production per province for the 2004/2005 production season (Commercial production sector only). 

	Region
	Area
	Production

	
	White
	Yellow
	Total
	White
	Yellow
	Total

	
	ha
	tons

	Western Cape
	               -   
	          2,000 
	               2,000 
	                     -   
	               20,000 
	          20,000 

	Northern Cape
	          3,000 
	        47,000 
	             50,000 
	              30,300 
	             498,200 
	        528,500 

	Free State
	      690,000 
	      380,000 
	        1,070,000 
	         2,622,000 
	          1,406,000 
	     4,028,000 

	Eastern Cape
	          4,000 
	        12,500 
	             16,500 
	              17,600 
	               57,500 
	          75,100 

	Kwazulu-Natal
	        37,000 
	        41,000 
	             78,000 
	            188,700 
	             213,200 
	        401,900 

	Mpumalanga
	      252,000 
	      327,000 
	           579,000 
	         1,197,000 
	          1,585,950 
	     2,782,950 

	Limpopo
	        34,000 
	        10,000 
	             44,000 
	              91,800 
	               25,000 
	        116,800 

	Gauteng
	        75,000 
	        55,000 
	           130,000 
	            307,500 
	             209,000 
	        516,500 

	North West
	      750,000 
	      210,000 
	           960,000 
	         2,400,000 
	             651,000 
	     3,051,000 

	TOTAAL
	   1,845,000 
	   1,084,500 
	        2,929,500 
	         6,854,900 
	          4,665,850 
	   11,520,750 


Source: National Crop Estimates Committee, 4rd crop estimate 20 April 2005

According to the National Crop Estimates Committee’s third production estimate, the current production season’s (2004/2005) total commercial maize crop will be 2 038 750 ton or 21.5% larger than the previous season’s (2003/2004) crop.  

Maize milling industry

Estimated production of Maize Meal for 2005/06: NAMM

· 2 850 000 tons

5. Sales

Primary Production Sector
Since detail regarding the sales of whole maize to the maize processing industry is not obtainable, only the total quantity as well as the quantity sold for human consumption and animal feed for the past five marketing seasons are supplied.

Table 24. Quantity of maize sold to the human food and animal feed processing industries
	Marketing Season
	2000/01
	2001/02
	2002/03
	2003/04
	2004/05

	Human Consumption: White 
	3 377 000
	3 630 000
	3 459 000
	3 467 000
	3 710 000

	Human Consumption: Yellow 
	212 000
	247 000
	 249 000
	 245 000
	 260 000

	Human Consumption: Total
	3 589000
	3 877 000
	3 708 000
	3 712 000
	3 970 000

	Animal feed : White maize
	783 000
	 446 000
	 105 000
	 641 000
	 670 000

	Animal feed : Yellow maize
	2 285 000
	2 700 000
	3 050 000
	2 775 000
	3 070 000

	Animal feed :    Total
	3 068 000
	3 146 000
	3 155 000
	3 416 000
	3 740 000

	Total Commercial consumption: White maize 
	4 160 000
	4 076 000
	3 564 000
	4 108 000
	4 380 000

	Total Commercial consumption: Yellow maize
	2 497 000
	2 947 000
	3 299 000
	3 020 000
	3 330 000

	Total Commercial consumption: Total maize
	6 657 000
	7  023 000
	6 863 000
	7 128 000
	7 710 000


   Source: SAGIS & Grain SA 

   2004/05 values are preliminary 

As it can be seen in Table 24 there was a steady increase in the demand for maize per marketing season in the animal feed industry during the past four seasons, but the demand for maize for human consumption remains relatively stable at approximately 3,7 million tons.

Table 25. South African whole maize exports (whole maize sales to foreign countries)

	
	2003/2004 Marketing Season
	2004/2005 Marketing Season

	
	White
	Yellow
	Total
	White
	Yellow
	Total

	Zimbabwe
	397,376
	16,281
	413,657
	186,529
	657
	187,186

	Zambia
	6,829
	0
	6,829
	0
	0
	0

	Mozambique
	83,734
	6455
	90,189
	48,044
	0
	48,044

	Namibia
	103,235
	18,534
	121,769
	43,452
	12,500
	55,952

	Botswana
	139,530
	1985
	141,515
	110,862
	8205
	119,067

	Swaziland
	28,855
	26,439
	55,294
	16,689
	28,434
	45,123

	Lesotho
	124,417
	5,585
	130,002
	111,046
	6,712
	117,758

	Cape Verdi
	14,153
	
	14,153
	0
	0
	0

	Madagascar
	10,357
	2024
	12,381
	2,382
	0
	2,382

	Angola
	14,834
	0
	14,834
	25,575
	430
	26,005

	Kenya
	48,150
	0
	48,150
	112,251
	0
	112,251

	Congo
	225
	0
	225
	216
	0
	216

	Tanzania
	34781
	0
	34,781
	0
	0
	0

	Mauritius
	0
	1333
	1,333
	0
	0
	0

	Japan
	0
	10,374
	10,374
	0
	0
	0

	Cape Verdi
	0
	14,687
	14,687
	0
	0
	0

	Comoros
	0
	15
	15
	0
	0
	0

	Senegal
	0
	2,600
	2,600
	0
	0
	0

	TOTAL
	1,006,476
	106,312
	1,112,788
	657,046
	56,938
	713,984


                   Source: SAGIS

South Africa is a major exporter of maize in the Africa.  Most of South Africa’s maize exports are destined for African countries in the SADC region like Zimbabwe, Botswana and Lesotho (Table 25).

When combining the information supplied in Tables 24 and 25, it can be concluded that the total commercial sales of maize will be approximately 8.4 million tons during the 2004/2005 marketing season (a complete breakdown of the supply and demand, including on farm and other consumption of maize, is provided in Table 29).

Maize milling industry

The total sales of the members of National Association of Maize Millers are reflected in the two tables below of which NAMM represent only 66% of the market.

Table 26. Total Monthly Meal Sales in tons (including exports)

	 
	2004/05
	2003/04
	2002/03
	2001/02
	1997/98
	1996/97

	 
	 
	 
	 
	 
	 
	 

	May
	 149 831
	 177 123
	 194 853
	 216 347
	 212 239
	 202 091

	June
	 153 418
	 169 422
	 169 773
	 183 006
	 174 642
	 180 048

	July
	 146 539
	 167 627
	 184 506
	 197 145
	 209 199
	 202 621

	August
	 164 813
	 156 443
	 174 351
	 217 027
	 200 733
	 199 461

	September
	 181 843
	 177 439
	 180 688
	 199 223
	 191 770
	 181 035

	October
	 154 746
	 170 369
	 188 366
	 202 438
	 247 162
	 220 851

	November
	 156 780
	 156 242
	 182 802
	 224 585
	 194 642
	 209 614

	December
	 158 068
	 168 079
	 175 639
	 200 046
	 204 856
	 200 842

	January
	 121 261
	 157 068
	 158 206
	 225 588
	 212 085
	 203 111

	February
	 150 442
	 162 171
	 150 973
	 201 520
	 195 841
	 196 753

	March
	 164 703
	 127 926
	 180 074
	 193 724
	 238 420
	 231 380

	April
	 169 282
	 138 301
	 176 394
	 195 300
	 200 094
	 193 560

	 
	 
	 
	 
	 
	 
	 

	TOTAL
	1 871 727
	1 928 210
	2 116 626
	2 455 949
	2 481 683
	2 421 367



Source: National Association of Maize Millers (NAMM represent 66% of the market)

	 
	Eastern 

Cape
	Northern

Cape
	Western

Cape
	Free

State
	KwaZulu

Natal
	North

West
	Limpopo

Province
	Mpuma-

langa
	 

Gauteng
	RSA

Markets

	Product
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Super
	 55 169
	 10 733
	 25 645
	 63 634
	 208 099
	 78 427
	 92 764
	 116 279
	 341 246
	 991 995

	Maize Rice
	 1 204
	  504
	  414
	  719
	 1 238
	 1 049
	  194
	  671
	 1 753
	 7 747

	Maize Grits
	 5 537
	  0
	 12 649
	  52
	 14 375
	  50
	 3 780
	 7 293
	 41 181
	 84 917

	Samp
	 22 755
	  909
	 7 051
	 5 137
	 16 987
	 2 824
	 1 855
	 2 490
	 4 929
	 64 938

	Special
	 58 794
	 6 555
	 8 328
	 40 500
	 137 463
	 38 939
	 125 435
	 52 742
	 50 135
	 518 891

	Sifted
	 16 789
	 1 748
	  984
	 13 342
	 29 756
	 6 668
	 9 019
	 13 162
	 6 662
	 98 131

	Unsifted
	 1 208
	  7
	  2
	 1 221
	  17
	  2
	  29
	  0
	  0
	 2 486

	Other
	  468
	  4
	 3 353
	 2 180
	 15 142
	 1 461
	 11 046
	 1 311
	 9 575
	 44 540

	TOTAL
	 161 924
	 20 460
	 58 426
	 126 785
	 423 079
	 129 420
	 244 123
	 193 948
	 455 482
	1 813 645



Table 27. Destination of RSA Sales per Product (Tons)
Source: National Association of Maize Millers (NAMM represent 66% of the market)
Animal Feed Manufacturers


Table 28: FEED SALES (TONNES): FROM 2000/2001 TO 2002/2004 (APRIL - MARCH)

	TYPE OF FEED
	2000/01
	2001/02
	2002/03
	2003/04
	% GROWTH

	Dairy
	530,922
	604,761
	574,754
	649,817
	13.06%

	Beef and sheep
	159,261
	180,741
	230,330
	284,841
	23.67%

	Pigs
	190,729
	208,624
	212,389
	165,165
	-22.23%

	Layers
	703,162
	718,000
	692,106
	670,475
	-3.13%

	Broilers
	1,753,717
	1,800,973
	1,921,470
	1,943,709
	1.16%

	Broiler breeders
	288,188
	278,397
	296,024
	284,214
	-3.99%

	Horses
	21,642
	19,544
	20,684
	21,495
	3.92%

	Dogs (D&W)
	120,947
	82,776
	38,258
	34,805
	-9.03%

	Ostriches
	49,913
	49,383
	38,288
	32,341
	-15.53%

	Other mixtures
	19,214
	19,063
	10,689
	9,951
	-6.90%

	Aquaculture
	1,870
	1,937
	1,854
	1,711
	-7.71%

	CONCENTRATES
	 
	 
	 
	 
	 

	Pigs
	15,221
	10,738
	10,595
	9,571
	-9.66%

	Other concentrates
	2,347
	3,892
	6,252
	8,666
	38.61%

	Beef finisher
	15,580
	13,647
	12,197
	22,166
	81.73%

	Dairy + urea
	37,393
	26,893
	16,154
	21,489
	33.03%

	Dairy – urea
	7,303
	5,759
	5,112
	7,762
	51.84%

	Sheep finisher
	8,773
	3,746
	4,942
	10,173
	105.85%

	Layers
	2,801
	3,174
	7,878
	10,141
	28.73%

	Broilers
	7,045
	5,627
	3,553
	2,949
	-17.00%

	Ostriches
	112
	122
	64
	26
	-59.38%

	Horses
	5
	0
	0
	0
	 0%

	Ruminants – other
	3,361
	1,261
	1,100
	1,073
	-2.45%

	TOTAL 
	3,939,506
	4,039,058
	4,104,693
	4,192,540
	2.14%

	Growth%
	-4.29%
	2.53%
	1.63%
	2.14%
	 


Source: AFMA

6. Size of the South African Market

Primary Production Sector

a. Total maize market in the SACU region in terms of quantity and value

Table 29. Supply and Demand of Maize in South Africa

	Marketing Season
	2000/01
	2001/02
	2002/03
	2003/04
	2004/05

	
	('000 ton)
	('000 ton)
	('000 ton)
	('000 ton)
	('000 ton)

	Commercial supply 
	
	
	
	
	

	Opening stocks (1 May)
	  983
	 2 115
	 1 202
	 2 710
	 2 624

	Commercial production 
	 10 409
	 7 936
	 9 310
	 8 409
	 9 482

	Imports
	  
	  395
	  925
	  441
	  220

	Total commercial supply
	 11 392
	 10 446
	 11 437
	 11 560
	 12 326

	
	
	
	
	
	

	Commercial demand
	
	
	
	
	

	Commercial consumption
	
	
	
	
	

	    Food
	 3 685
	 4 105
	 3 892
	 3 932
	 3 970

	    Feed
	 3 239
	 3 457
	 3 478
	 3 719
	 3 740

	    Total
	 6 924
	 7 562
	 7 370
	 7 651
	 7 710

	On-farm consumption
	
	
	
	
	

	    Gristing
	  195
	  127
	  120
	  115
	  117

	    Other ( including unexplained residual)
	  670
	  220
	  49
	-  15
	  450

	    Total
	  865
	  347
	  169
	  100
	  567

	Total RSA consumption (commercial)
	 7 789
	 7 909
	 7 539
	 7 751
	 8 277

	Exports 
	
	
	
	
	

	   Products
	  65
	  54
	  118
	  89
	  105

	   Whole maize
	 1 423
	 1 281
	 1 070
	 1 096
	  690

	   Total
	 1 488
	 1 335
	 1 188
	 1 185
	  795

	Total commercial demand
	 9 277
	 9 244
	 8 727
	 8 936
	 9 072

	
	
	
	
	
	

	Ending Stocks (30 April)
	 2 115
	 1 202
	 2 710
	 2 624
	 3 254

	
	
	
	
	
	

	Pipeline requirements
	  866
	  945
	  921
	  956
	  968

	
	
	
	
	
	

	Surplus above pipeline
	 1 250
	  257
	 1 789
	 1 668
	 2 287



  Source: SAGIS and GrainSA Supply and Demand for Maize in South Africa



Values for the 2004/2005 marketing season are preliminary

Table 29 provides a detailed breakdown of the South African maize market for the whole value chain.  It can be seen that the total domestic market for maize during the previous five marketing seasons was between 7.5 and 8.3 million tons (excluding exports).

Table 30. Supply and demand of Maize in BLNS region (1998 – 2002).

	Country
	Production
	Imports
	Maize for feed uses
	Maize for food uses
	Per Capita consumption (kg/year)

	Botswana

        2002

        2001

        2000

        1999

        1998 
	10 000

10 000 

9 347

3 796

2 344
	15  215

76  356

87  559

78  096

65  350
	3 000

3 000

2 266

5 000

5 000
	67 127

76 308

78 254

72 127

72 200
	37.9

43.6

45.5

42.5

43.4

	Lesotho

        2002

        2001

        2000

        1999

        1998
	107 800

158 190

106 800

124 549

118 578
	59 833

149 970

122 081

146 637

208 818
	15 000

15 000

15 000

15 000

15 000
	305 464

348 848

309 250

294 962

269 332
	169.7

194.5

173.2

166.6

153.8

	Namibia

        2002

        2001

        2000

        1999

        1998
	27 800

27 700

31 550

18 855

17 860
	64 770

86 232

97 292

135 655

113 776
	51 192

48 246

47 457

53 961

53 276
	81 645

76 464

77 639

79 695

84 133
	41.6

39.6

41.0

43.1

46.7

	Swaziland

        2002

        2001

        2000

        1999

        1998
	76 200

74 403

90 790

124 057

118 074
	72 082

73 513

38 160

32 896

24 107
	32 805

33 305

29 642

30 659

34 006
	69 085

74 756

63 772

61 893

79 788
	64.6

70.7

61.1

60.3

79.3


   Source: FAO Stats

The latest official data regarding the demand for maize in other SACU member countries is up to 2002, but it is assumed that the demand in these countries would have followed the same trend for 2003 and 2004. Table 29 and 30 above shows that SACU’s demand for maize for human consumption is estimated at between 4.60 and 4.90 million tons per annum and the demand for animal feed as between 4.00 and 4.20 million. SACU’s total demand is estimated at 8.6 million to 9.1 million tons per year, with an estimated value of US$820 million to US$1.2 billion. These figures are estimates at an international maize price range of $95 to $130 per ton, excluding other importing cost such as sea freight, rail transporting costs, insurance and tariffs.

b. Annual rate of increase in the South African maize market

[image: image6.emf]South African Maize Market Estimated Trends: Human & Feed Consumption - forecast for period 2005 -

2010

0

500

1000

1500

2000

2500

3000

3500

4000

4500

5000

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Year

1000 tons   

Human consumption Feed consumption

Trendline: Human consumption Trendline: Feed consumption


Figure 9. Annual rate of increase in the South African maize market: Human & Animal Feed – forecast for period 2005 -2010


Source: Bureau for Food and Agriculture (BFAP) June 2005 Forecast.

The estimates in figure 9 shows that the demand for maize for human consumption will stay relatively constant at approximately 3.8 million tons per annum, while demand for animal feed will increase to approximately 4.43 million tons by 2010 – an increase of approximately 700 000 tons in 6 years (an increase of about 115 000 tons or 3,2% annum).  The total domestic consumption for maize in 2010 is estimated to be 8.3 million tons, 400 000 tons more than 2004’s total domestic demand.

Currently the industrial use of maize is insignificant relative to the demand for maize in the human and animal feed industry, but is shows huge growth potential. If the plans for the bio-ethanol production from maize succeed, the total demand for maize can be increased by 3.0 million tons (30%) in the medium term. The total demand for maize in South Africa may then be approximately 12 million tons within the next three or four years (Please note that the prospective increase in demand for maize for the production of ethanol is not included in the forecast in Figures 9 and 10). 
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Figure 10. Annual rate of increase in the South African maize market: White and Yellow maize – forecast for the period 2005 to 2010


Source: Bureau for Food and Agriculture (BFAP) June 2005 Forecast.
From Figure 10, it seems as if the demand for white maize (in both the human market and animal feed) will stay relatively constant at 4.7 million tons per annum for the period 2005 to 2010. The demand for yellow maize (in both the human and animal feed market) is forecasted to increase from just below 4 million tons to 4.2 million tons per annum in 2010.

c. Proportion of SA maize market supplied

Currently, local maize production outpaces the total commercial maize demand in South Africa. At the end of the 2004/2005 marketing season, South Africa had a total maize stock of more than 3.2 million tons available (Table 29) and it is estimated that these stocks will increase to approximately 6 million tons at the end of the 2005/2006 marketing season due to a domestic maize crop production of 11.5 million tons during the 2005/2006 marketing season. If the annual total commercial demand for maize is increase by 3 million tons because of an expansion in the industrial use of maize (bio-ethanol production), local production will still be able to supply 100% of the commercial maize, since the capacity exists to produce 12 million tons of maize annually.

Maize Milling Industry

a) Size of the total market
The size of the South African milling market is estimated at 3.875 million tons per year with Table 30 below showing the size of African market we are supplying.

Table 31: DESTINATION OF SALES IN OTHER MARKETS (TONS)
	 
	Super
	Maize Rice
	Maize Grits
	Samp
	Special
	Sifted
	Unsifted
	Other
	TOTAL

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	BLNS
	 18 048
	  118
	 1 095
	 3 159
	 4 200
	 6 857
	  36
	  8
	 33 522

	Rest of SADC
	  330
	  0
	 5 496
	  464
	  9
	  0
	  0
	  5
	 6 304

	Rest of Africa
	  151
	  0
	  0
	  786
	  697
	  0
	  0
	  0
	 1 634

	Other
	  53
	  75
	  0
	 14 728
	 1 698
	  68
	  0
	  0
	 16 622

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	TOTAL
	 18 582
	  193
	 6 590
	 19 137
	 6 604
	 6 925
	  36
	  13
	 58 081


Source: National Association of Maize Millers (NAMM represent 66% of the market)

Animal Feed Manufacturers Association
a. Size of the total market


Table 22 above gives an indication of the size of the South African market, viz 8 million tonnes per annum.

The production in the rest of the SADC countries is estimated at 180 000 tons per year.


b.
Increase in production



AFAM is estimating annual increase of between 1 to 1, 5% in South Africa.

7. Cost and price build-up of the product

Not generic information - Each role-player in the maize industry will provide its own information if available.

Table 32: The maize-to-maize meal (Super maize meal) supply chain in June 2003

	
	Units
	Jun-03

	1. Farm gate price (4-month lag)

           Transport cost:  Farm gate to silo

           Handling & Storage cost:  Costs of farmer

     SAFEX White maize average nearby contract price

     (4-month lag)

          Transport cost:  Silo to Mill door

          Handling & Storage cost:  Costs of miller

          Income from sales of chop

2. Mill door price

    MANUFACTURER

          Production cost (milling costs)

          Packing cost

          Packing material costs and losses

          Administration, Warehouse and selling

                          Mill site costs

           Distribution costs

                          Total mill site costs

            Fixed Capital cost

            Floating Capital costs

                          Total costs

            Cost of production of super maize meal

            Conversion cost

            Average cost of maize (mill door price)

            Total super maize meal cost

            Divided by average extraction for super maize meal

            Average cost of super maize meal

      Miller-to-retail margin

3.   Average Monthly Retail Price (actual retail price)
	R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton chop

R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton grain

R/ton grain R/ton grain R/ton grain

R/ton meal

R/ton meal

R/ton meal
	996.65

76.00

25.00

1 097.65

56.00

25.00

303.01

875.64

70.84

16.67

88.00

157.62
333.13

137.96
471.09

151.23

38.84

661.16

661.16

875.64

1 536.80

0.625

2 458.89 

505.11

2964.00



Source: Food Price Monitoring Committee Report: Part 4 Chapter 2 (2003)

The value chain in Table 32 was obtained from the Food Price Monitoring Committee’s Report and it provides a good overview on the maize to maize meal value chain. But it is must be noted that the values provided in the tables is as it was on June 2003. Since June 2003, prices of many components in the value chain changed considerably. For example both the farm gate price of maize and the retailed price of maize meal declined, while some cost components such as transporting cost increased significantly.

SECTION C:

COMPETITIVE POSITION OF THE INDUSTRY


Table 32. Major maize producing and exporting countries in the world

	Country
	Production
	Consumption
	Exports

	
	5 Year Ave.

(million tons)
	% of world total
	5 Year Ave.

(million tons)
	% of world total
	5 Year Ave.

(million tons)
	% of world total

	USA
	255.6
	41.0
	206
	32
	49.3
	60.4

	China
	117
	19.0
	125.6
	20
	8.61
	10.6

	EU
	43.9
	7.0
	46.2
	7
	6.32
	7.7

	Brazil
	40.2
	6.0
	37
	5.8
	1.8
	2.2

	Mexico
	20.3
	3.0
	25
	4.0
	-
	-

	Argentina
	15.6
	2.5
	4.6
	0.7
	10.8
	13

	South Africa
	9.5
	1.5
	7.8
	1.2
	0.97
	1.2

	World total
	623.4
	100
	635.8
	100
	81.6
	100


Source: USDA World Supply and Demand Estimates and SAGIS

From Table 33 above, it can be seen that the United States is the world’s largest maize producing and exporting country, accounting for about 41% of the total maize produced in the world. It can also be seen that the USA has a tight grip in world maize trade by exporting more than 60% of all maize in the world market. In world terms South Africa is only a minor role-player and is a price taker in the world market. 

Maize producer support in foreign countries


Table 34. Organisation for Economic Co-operation and Development: Producer Support Estimates for maize (2000 – 2003)

	
	2001-2003
	2000
	2001
	2002
	2003

	Canada
	
	
	
	
	

	US$ million
	125
	191
	133
	83
	159

	Percentage PSE
	13
	25
	15
	8
	15

	Producer NPC
	1.07
	1.11
	1.09
	1.04
	1.08

	Producer NAC
	1.15
	1.33
	1.18
	1.09
	1.17

	European Union
	
	
	
	
	

	US$ million
	2,532
	2,754
	2,501
	2,058
	3,038

	Percentage PSE
	36
	41
	36
	30
	41

	Producer NPC
	1.11
	1.21
	1.11
	1.00
	1.23

	Producer NAC
	1.57
	1.69
	1.57
	1.42
	1.71

	Hungary   
	
	
	
	
	

	US$ million
	-34
	-5
	-220
	-71
	188

	Percentage PSE
	-7
	-1
	-36
	-11
	26

	Producer NPC
	0.70
	0.91
	0.66
	0.74
	1.15

	Producer NAC
	1.00
	0.99
	0.74
	0.90
	1.36

	Mexico
	
	
	
	
	

	US$ million
	1,429
	1,479
	1,364
	1,664
	1,259

	Percentage PSE
	39
	42
	37
	44
	36

	Producer NPC
	1.32
	1.38
	1.28
	1.46
	1.23

	Producer NAC
	1.64
	1.72
	1.57
	1.78
	1.56

	
	2001-2003
	2000
	2001
	2002
	2003

	New Zealand
	
	
	
	
	

	US$ million
	0
	0
	0
	0
	0

	Percentage PSE
	0
	0
	0
	0
	0

	Producer NPC
	1.00
	1.00
	1.00
	1.00
	1.00

	Producer NAC
	1.00
	1.00
	1.00
	1.00
	1.00

	Poland   
	
	
	
	
	

	US$ million
	18
	-5
	11
	25
	19

	Percentage PSE
	11
	-5
	8
	15
	10

	Producer NPC
	1.07
	0.91
	1.05
	1.11
	1.05

	Producer NAC
	1.12
	0.95
	1.09
	1.17
	1.11

	Slovak Republic
	
	
	
	
	

	US$ million
	-10
	2
	-6
	-17
	-7

	Percentage PSE
	-14
	4
	-11
	-24
	-8

	Producer NPC
	0.75
	0.77
	0.78
	0.70
	0.79

	Producer NAC
	0.88
	1.04
	0.90
	0.81
	0.92

	Switzerland
	
	
	
	
	

	US$ million
	47
	58
	42
	52
	46

	Percentage PSE
	64
	64
	54
	66
	74

	Producer NPC
	1.93
	1.92
	1.58
	2.01
	2.19

	Producer NAC
	2.95
	2.80
	2.16
	2.91
	3.78

	Turkey
	
	
	
	
	

	US$ million
	86
	104
	16
	44
	197

	Percentage PSE
	20
	32
	7
	16
	37

	Producer NPC
	1.28
	1.40
	1.06
	1.18
	1.59

	Producer NAC
	1.28
	1.46
	1.07
	1.18
	1.59

	United States
	
	
	
	
	

	US$ million
	5,500
	9,275
	6,848
	5,337
	4,316

	Percentage PSE
	21
	34
	27
	20
	15

	Producer NPC
	1.03
	1.15
	1.07
	1.00
	1.01

	Producer NAC
	1.26
	1.51
	1.37
	1.26
	1.17

	OECD
	
	
	
	
	

	US$ million
	9,694
	13,852
	10,690
	9,175
	9,217

	Percentage PSE
	24
	35
	28
	23
	21

	Producer NPC
	1.06
	1.17
	1.08
	1.03
	1.06

	Producer NAC
	1.32
	1.54
	1.39
	1.31
	1.27


Notes: 2003 – provisional estimates; NPC: Nominal Protection Coefficient; NAC – Nominal Assistance Coefficient


Source: OECD, PSE/CSE database

The Organisation for Economic Co-operation and Development (OECD) publishes several indicators of agricultural support.  The most important one is the Producer Support Estimates (PSE), which shows the annual monetary transfers to farmers from policy measures.  The policy measures include: maintenance of domestic prices for farm goods at levels higher (and occasionally lower) than those at the countries borders (market price support) and the provision of payments to farmers, based on criteria such as the quantity of a commodity produced, the amount of inputs used, the area farmed or the revenue or income received by farmers (budgetary payments). (Obtained from: OECD Observer - Agricultural Support: How is it measured and what does it mean? June 2004).

Table 34 clearly shows that foreign countries provides significant financial and institutional support to their maize producers.  The United States of America (the world’s largest maize exporter) paid more than $4,3 billion to his maize producers while the European Union paid about $3 billion to maize producers in the EU region in 2003. A PSE of 31% for a specific country means that only 69 cents of every Dollar of farmers’ gross receipts for that specific country comes from the sale of products valued at market prices.

For the USA, the PSE of 15% for maize producers in 2003, means that only 85 cents of every Dollar of the USA maize producers’ gross maize receipts comes from the sale of maize valued at market prices.

The Nominal Protection Coefficient (NPC) is the ratio between producer and border prices.  The Nominal Assistance Coefficient (NAC) is the ratio between farm receipts (including support) and those generated in the market without support.


Table 35.Calculationof the percent of export dumping for maize by the USA

	Year
	Farmer production cost
	Government support cost (PSE)
	Transportation & handling costs
	Full cost


	Export price 
	Percentage of Export dumping

	
	US$/bushel
	

	1990
	2.49
	0.08
	0.54
	3.12
	2.79
	10%

	1991
	2.65
	0.09
	0.54
	3.28
	2.75
	16%

	1992
	2.26
	0.07
	0.54
	2.87
	2.66
	7%

	1993
	2.90
	0.08
	0.54
	3.52
	2.62
	26%

	1994
	2.25
	0.07
	0.54
	2.86
	2.74
	4%

	1995
	2.88
	0.10
	0.54
	3.52
	3.13
	11%

	1996
	2.70
	0.08
	0.54
	3.32
	4.17
	-26%

	1997
	2.77
	0.07
	0.54
	3.38
	2.98
	12%

	1998
	2.64
	0.06
	0.54
	3.25
	2.58
	21%

	1999
	2.68
	0.06
	0.54
	3.28
	2.29
	30%

	2000
	2.72
	0.06
	0.54
	3.32
	2.24
	33%

	2001
	2.39
	0.07
	0.54
	3.00
	2.45
	18%

	2004
	2.46
	0.08
	0.54
	3.08
	2.75
	11%

	2003
	2.35
	0.09
	0.54
	2.98
	2.68
	10%


Note: The government support cost and the cost of transportation and handling are added to the farmer production cost to calculate the full cost of production. The percent of export dumping is the difference between the full cost of production and the export price, divided by the full cost of production.

Source: WTO Agreement on Agriculture: A Decade of Dumping.United States Dumping on Agricultural Markets. Hong Kong 2005. A publication of the Institute for Agriculture and Trade Policy. 

“Dumping is one of the most damaging of all current distortions in the world trade.  Developing country agriculture, vital for food security, rural livelihoods, poverty reduction and generating foreign exchange, is crippled by the competition from major commodities sold well below cost of production prices in world markets.  The structural price depression associated with agricultural dumping has two major effects on developing country farmers who raise competing products.  First below-cost imports drive developing producers out of their local markets.  If the producers do not have the safety net of subsidies and credit, they have to abandon their land.  When this happens, the farm economy shrinks, in turn shrinking the rural economy as a whole and sending rural people into trade related migration.  Second, developing country producers who sell their products to exporters find their global market share undermined by the policy of a de pressed “global price”.  The cascading effects of dumping are felt around the world.”  Quoted from the document: WTO Agreement on Agricultural: A Decade of Dumping on Agricultural markets. Hong Kong 2005. (A publication of the Institute for Agriculture and Trade Policy.)

Table 35 shows that the USA dumped maize at approximately 10% below production cost on world maize markets in 2003.

1. Imported Maize 

(a) Recent prices, quantity and country of origin 

Table 36. Imported Maize:

	Date
	Country of Origin
	Quantity imported (tons)
	FOB VALUE (R/ton)

	Jan 2003
	Argentina
	                20,947 
	985

	Jan 2003
	Brazil
	                  4,000 
	1334

	Jan 2003
	China
	              112,190 
	916

	Jan 2003
	United States
	                13,999 
	1201

	Feb 2003
	Argentina
	                56,237 
	920

	Feb 2003
	China
	                53,589 
	1014

	Mar 2003
	Argentina
	                38,012 
	848

	Mar 2003
	China
	                53,073 
	859

	Mar 2003
	United States
	                  9,300 
	969

	Apr 2003
	Argentina
	                61,899 
	839

	Apr 2003
	China
	                32,151 
	895

	May 2003
	Argentina
	                       48 
	2879

	May 2003
	United States
	                  8,963 
	1201

	Jun 2003
	Argentina
	                11,500 
	800

	Jun 2003
	Netherlands
	                       24 
	2799

	Jul 2003
	Dem. Rep. of Congo
	                       60 
	1400

	Jul 2003
	Zimbabwe
	                       30 
	1400

	Oct 2003
	Brazil
	                  8,000 
	1026

	Nov 2003
	Argentina
	                20,570 
	704

	Dec 2003
	Brazil
	                  6,000 
	1026

	Jan 2004
	Argentina
	                39,775 
	811

	Jan 2004
	Brazil
	                  2,000 
	1026

	Feb 2004
	Argentina
	              159,009 
	795

	Mar 2004
	Argentina
	              132,298 
	733

	Mar 2004
	Brazil
	                  1,273 
	1026

	Mar 2004
	United States
	                59,992 
	896

	Apr 2004
	Argentina
	                39,387 
	708

	May 2004
	Argentina
	                80,454 
	731

	Jun 2004
	Mozambique
	                       90 
	2664

	Jun 2004
	United States
	                     919 
	912

	Jul 2004
	Mozambique
	                     780 
	227

	Jul 2004
	United States
	                       17 
	2336

	Aug 2004
	Mozambique
	                     410 
	233

	Aug 2004
	Zimbabwe
	                       30 
	235

	Sep 2004
	Mozambique
	                     661 
	243

	Oct 2004
	Mozambique
	                     870 
	229

	Oct 2004
	United States
	                       60 
	217

	Nov 2004
	Argentina
	                19,420 
	588

	Nov 2004
	Dem. Rep. of Congo
	                17,500 
	588

	Nov 2004
	Malawi
	                     252 
	183

	Nov 2004
	Mozambique
	                       88 
	287

	Nov 2004
	United States
	                     268 
	217

	Dec 2004
	Argentina
	                38,659 
	555

	Dec 2004
	Malawi
	                     756 
	177

	Dec 2004
	United States
	                       60 
	211


Source: South African Revenue Service



As it can be seen in Table 36, South Africa imports maize mainly from Argentina and the USA.  When analysing the free-on-board (f.o.b) price of imported maize  (Table 36) it can be seen that the actual f.o.b. price of imported maize, especially from Argentina and African countries, is much lower than the calculated maize import parity prices at Randfontein (Figure 11) and the domestic maize price on SAFEX (Figure 17).
Landed cost of imported maize at South African Ports
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Figure 11. Indicative import parity prices of White and Yellow maize at Randfontein

Source: SAGIS, CBOT and Grain SA own calculation

The indicative import parity of USA yellow maize at Randfontein was approximately R1300 per ton at the end of April 2005 (Figure 11).  The international yellow maize price (USA no. 3 yellow maize in the Gulf harbours as the reference price) and the Rand/Dollar exchange rate are the main factors affecting the import parity price of maize. White maize trades at a premium of approximately 10% above yellow maize prices in the world maize market, which is also, indicated in the difference in the indicative import parity prices of white and yellow maize (Figure 11).
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Figure 12. Rand/USA Dollar Exchange rate

Source: Grain SA Data base

Figure 12 shows the influence of the exchange rate on the import parity prices of maize.  As the Rand strengthen against the dollar the import parity prices decrease.  The increase in the import parity prices during the first quarter of 2004 (Figure 11) was the result of a drastic increase of international maize prices (Figure 13).  It can be seen that, as the international maize prices decreased and the exchange strengthened during May 2004, the import parity price decrease drastically.
(b) Trends in export prices of main maize exporting countries
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Figure 13. Monthly maize export (f.o.b.) prices of Argentina and the USA 


Source: International Grains Council


The international maize market experienced a surge in international maize prices during the first third of 2004 (Figure 13).  This sharp increase was in response to rising concerns in the international maize market about the declining trend in the world's maize stocks.  But as these concerns fade away due to an all-time record large crop in the USA during the 2004/2005 marketing season, international maize prices decline to below $100 per ton.

2. Change in cost and price structure with new tariff system

The maize tariff working group decided that these information is not generic information, but informs ITAC that the Maize Sector Model, developed by BFAP, can be used by ITAC to evaluate the effects of different maize tariff mechanisms on maize (for example its effect on the SAFEX maize price or on the maize meal price and the resulting effects on consumption of maize) and other maize related sectors such as the poultry and dairy industries. 

3. Effect of foreign competition

(a) Trends in imports
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Figure 14. South African Actual Maize imports – 1995/96 to 2004/05

Source: SAGIS

It is interesting to note that although South Africa produced surplus maize during the past four seasons (Table 29), the country still imported between 220 000 to 925 000 tons of maize per marketing season (Figure 14). The forecasted maize imports for the period 2005 to 2010 are provided in Figure 15 on the following page.

[image: image12.emf]South African Maize Forecasted Imports (2005 to 2010)

0

100

200

300

400

500

600

700

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Year

1000 tons

White maize imports

Yellow maize imports


Figure 15. Trends in South African maize imports: White and Yellow maize – forecast for the period 2005 to 2010

Source: Bureau for Food and Agriculture (BFAP) June 2005 Forecast.

(b) Trends in demand and market share 
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Figure 15. Trends in South African human and animal feed maize consumption

(Sources: SAGIS & Own calculations, values for 2004/2005 are preliminary)
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Figure 16. Annual rate of increase in the South African maize market: Human & Animal Feed – forecast for period 2005 -2010


Source: Bureau for Food and Agriculture (BFAP) June 2005 Forecast.
(c) Trend in selling price
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Figure 17. SAFEX nearby month contract maize price

Source: SAFEX

It is clearly shown in Figure 17 that domestic maize prices dropped considerably since February 2004. When comparing Figure 11 (the indicative import parity prices of white and yellow maize at Randfontein) and the SAFEX maize price (as in Figure 17), it can be seen that domestic maize prices were during January and February 2004 close to import parity levels, but declined drastically to recent low levels. Current domestic maize prices are at the same level as October 2000.
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� This section relies to a large extent on the document compiled by the Food Price Monitoring Committee: Part 4 Chapter 2.
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