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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.
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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 

[image: image6.emf]South African Human & Animal Feed Maize Consumption 

0

500

1000

1500

2000

2500

3000

3500

4000

97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05*

Marketing Season

1 000 tons 

Human maize consumption Feed maize consumption

Human consum. trendline Feed consum. trendline


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

[image: image8.emf]SAFEX nearby month contract maize price

400

600

800

1,000

1,200

1,400

1,600

1,800

2,000

02-Jan-03 28-Jan-03 21-Feb-03 19-Mar-03 14-Apr-03

09-May-03

04-Jun-03 30-Jun-03 24-Jul-03 19-Aug-03 12-Sep-03 08-Oct-03

03-Nov-03 27-Nov-03

23 Des 2003 21 Jan 2004 16 Feb 2004 11 Mar 2004 06 Apr 2004 30 Apr 2004 26 Mei 2004 21 Jun 2004 15 Jul 2004 10 Aug 2004 3 Sep 2004 29 Sep 2004

25 Okt 2004

18 Nov 2004

14 Des 2004 11 Jan 2005 4 Feb  2005 2 Mar  2005 30 Mar  2005 25 Apr 2005

Date

R/ton

White maize

Yellow maize


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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