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BUSINESS

MAIZE & WHEAT HWA

»
Rainy days _
—F Mz

Muoize farmers are still on course to reap a
bumper 10 Mt crop, says Nationa] Maize
Producers Organisation (Nampo) senior
economist André Ferreira, He sees no reason
why Nampo should change this forecast,
which it made six weeks ago.

He warns, however: “There are no guaran-
tees in this business and things can still go
wrong, but at this stage, the maize-growing
areas are looking beautiful. I would estimate
that 3,7m ha will be planted to the crop this
season.”

That's slightly more than the 3,6m ha that
was planted last season, when 8 Mt was
harvested. But agricultural conditions so far
this season are much beiter than last sca-
som’s, so 10 Mt is possible. A crop that big
would allow for roughly 3 Mt in exports.

“The entire maize-growing area has had
rain,” Ferreira says. “Farmers are even
planting in a part of the western Transvaal
that hadn’t had any rain by December 15.”

Travellers returning from the Cape say
the western Transvaal maize-growing area
looked better than it has in years, Grazing is
lush and even maize that germinated recent-
ly is healthy and not showing signs of
drought. The exception is a small patch east
of Carletonville that was beginning to show
signs of distress shortly before New Year but
has now recovered after sufficient rain fell.

Ferreira says the castern Transvaal past
Springs also is looking very good. The only
exceptions are some portions around Bronk-
horstspruit and some dry spots in the black-
turf soil farming arcas around Standerton,
Morgenzon and Amersfoort, “which are dry,
but conditions aren’t critical yet.”

At the other end of the scale, too much
rain has fallen in parts of the Viljoenskroon
area of the Free State. Some maize has
drowned and some has turned yellow be-
cause it is growing in waterlogged ground.

The crop isn’t in the bag yet. Fetrreira says
a dry spell late this month or in February
could harm it. The maize in the western
Transvaal is less advanced than that in the
castern Transvaal because it is planted later,
s0 it’s more susceptible to any prolonged dry
spells that might be in the offing.

The Weather Bureau isn’t ruling out a dry
spell, says Mike Laing, acting director of
climatology. “There is a tendency to become
apprehensive after we have had good rains
and predict that they will be followed by a
dry spell. The facts are that our rainfall in
the last two seasons has been affected by the
strong, warm El Nino, now in its third year.
But Bl Nino isn’t the same beast it was, 50
our rainfall pattern looks much more normal
this season. But we may still get dry, hot
spells similar to the one we got in the middle
of December, even in a normal season.”

For some winter wheat farmers, the good
rains have not been helpful. Farmers in the
castern Free State, around Reitz and Bethle-
hem, produced a very good crop but are

ia>
l'—f— ‘ struggling to reap it because of the almost

constant rain. This worries Wheat Board
GM Louis van Stadeq, who says the quality
could be affectetz

SA rarely produces enough wheat to meet
local demand and this year it will have to
import 200000 t, despite a healthy 1,5 Mt
crop. He says half of the 200 000 t already
has been bought from France and the US.
Hard wheat, used to make bread, has been
bought from the US and soft wheat, for
biscuits, from France. SA grows only hard
wheat.

LB JEgIsy i
Delmas malze ... nearly as high as
an elephant’s eye

The producer price for hard wheat was
raised by 7% this year to RB02,48/t for the
grade used to make bread flour. That should
help farmers earn around R1,5bn this year
and enable them to reduce their debt.

The next important date on the wheat
farmers’ calendar is in mid-February, when
spring wheat, the name given to the small
amount of wheat grown under irrigation in
Brits and the Springbok Flats, is planted.

Planting of the next wheat crop in the
major producing areas — the western Free
State and the western and southern Cape —
will start in mid-May, if the soil is moist
enough. Next year's crop in the eastern Free
State, where farmers aré now having diffi-
culty harvesting, will be planted around
July. |

—
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Bumper crop.
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RECENT steady rainis have

: ixﬁ;ﬁ'roved chances ~of a.
Jmpre s, 0f, 8.

-biltgper - maize  €rop.” an
.shéuld strengthen the-agri-
- citure secto *s * contribu-
- Hén to' expoits; according’

tofeconomists and he'Agri-

. . ciiltuire Department.”

The department’s, eco-

_ nomic' trends '.d‘ire'ctoi', Cor
. Bester, said the maize €rop’

yield and total production
would be higher “than-last
yeat ‘and conld ever, be as
high'as 12-million tons; The
first>official -estimate '

_would'*be". imade in’the
. gecond'half of Februaty.

. Standard Bank  agricul:

' tui-al~éqopomist Rady Wils-

‘péﬁ:ll‘l“‘pt'edicted" a 'signifi-
. -cant “export component”. ‘
.. Wilsnach . sald _grazing .

areas 'would " also benefit,

although it was still “early

. 'days for qaturalﬂgrgﬁzing to

recover from the’drought”. ‘

Deéspite the good rains
concgrn'-;'rqrﬁained “about
theTevel of dams in irriga-

. tlon are plal)

Safto- economist Carlos

' Teixeira said the SA‘export -

- category of “yegetable pro-
ducts” should gainya, few
-places on' the Custons and
Excise- list of 93 vexport
- categories: R ‘J
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Ja, well, no, fine

SA hasn"t had a season like this in its sum-
mer-rainfall areas for years but in some
parts, notably sandy areas of the north-west-
ern Free State, farmers have been getting too
much rain. é Mawze

Already 30000 ha of maize have been
reported drowned and there could be even
mere not yet reported. National Maize Pro-
ducers’ Organisation GM Giel van Zyl says
parts of Bothaville, Frankfort, Vrede and
Viljoenskroon have also had a great deal of
rain.

“Conditions are ¢xcellent in the rest of the
maize-growing areas,” he says. “Crops are
looking really good. The 30 000 ha known to
bave been lost is a small fraction of the
3,75mha that has been planted to maize,
and we are still on course to reap 10 Mt. The
standing crops need sun and wind now to
promote pollenisation and development. If
the plants get that now, the crop may exceed
10 Mt.”

A harvest like that will mean having to
export 3,5 Mt and that means “losses.” Ex-
port prices, net of inland transport costs, are
substantially lower than domestic. The
Maize Board forecasts the size of the crop,
estimates what it can sell locally and inter-
nationally, and deducts its expected expenses
to arrive at an overall price per ton it can pay
maize farmers. If the crop is substantially
larger than expected a greater proportion
has to be exported, which reduces the net
price per ton achieved.

That “loss” is, of course, eventually borne
by the producer. But none of this means it
isn't preferable to harvest, say, four. tons

Fur 2 Iﬁui- \

rather than two tons per ha since production
costs remain virtually the same.

All the same, maize farmers still have to
top up the R30/t levy deducted to compen-
sate the board for “losses” incurred in ex-
porting the surplus of last season’s crop of
more than 8 Mt. It is still not known what
they will be. It was believed that only
900 000 t would have to be exported, so the
price paid by the board to farmers was st at
R417/1, says Van Zyl. “1t now looks as if the
Maize Board will have to export 1,8 Mt of
last season’s crop, which means it will have
to recoup its export losses on another
900000t that didn’t figyre in its ‘calcula-
tions, from farmers.”(3) N <u Z&

The surplus of that crop is still being
marketed but recovering the losses from fgr—
mers should not be a problem. Explains
Maize Board CEO Peter Cownie: “We have
safety factors built in. We normally retain
between 2% and 5% of the producer price to

pay for unexpected expenses, and pay them
whatever is left as an agterskot.”

Meanwhile, farmers who lost the
30 000 ha of maize that drowned cannot re-
coup any of the roughly R30m it cost them to
establish it, becanse they won’t be able to use
that ground for any other crop, such as
wheat, sunflower or beans this year, It has
been specially treated with fertilisers to sup-
port only maize and insecticides and chemi-
cals that are still potent and will kill other
crops.

But they reaped a good crop last season
and, like farmers all over the world, believe:
“When it’s your turn, it's your turn.” M
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A ROW is brewing over an

- application by farmers to

‘| have a 35% duty slapped on
'} maize imports.” ™~ *

i)

The National Association of
Maize Producers Organisations
(Nampo) is accused of trying to
take maize pricing out of political
hands ahead of a new government,

Willem de Kok of millers Pre-
mier Foods says; “We will not ac-
cept higher prices for white maize

this year.”

The ANC's initial cormment is

that the proposed 35% duty is too
high, Baleka Kgositsile says the
ANC expects to decide on on Nam-
po’s application within 10 days.
.. David Cooper, of the ANC-
aligned Land and Agricultural Poli-
¢y Centre, says: “It is hard to under-
stand why the application has been
made when there is a surplus of
maize.”

The proposed tariff seems high

il and will not be in consumers’ inter-

ests if it is an attempt to secure
higher moving average prices for
farmers.

Nampo is seeking a duty of the
rand equivalent of 35% of $110 a ton
— the long-term average world
maize price.

The tariff would vary according

s.to world maize prices, If world
i| prices rose it would drop and vice
i versa. . "
No tariffs apply now because :

’ to prop up
maize

SiTiwmes ( Pgss)
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By TEIGUE PAYNE and ZILLA EFRAT

because of an expected large crop .

quantitative controls prevent im-

ports and allow the SA price to be
set much. higher than the world
figure. Mo Z&.

Nampo’s application is in line
with the General Agreement on
Tariffs and Trade requirement for
the removal of guantitative con-
trols on imports,

The current prite of whité maize
sold to millers and animal-feed
companies in SA is equivalent to
abont $160 a ton, The world price is
a high $125 now hecause of a poor
US crop.

With shipping costs of about $25a

tonfrom the US, the landed price in
84, including the tariff, would be
ahout $173.
" Because SA users of maize would
have to pay port handling charges
and transport from the coast, im-
poris would be prohibitively expen-
sive. If the world maize price fell,
imports could become a proposi-
tion, but ondy for a rim of coastal
buyers.

Nampo is apparently betting that
in the long term the rand will fall
sufficiently against the dollar for
SA farmers to achieve higher dom-
estie prices,

However, the potential competi-
tion from imports might restrain

. increases in the price of SA maize.

cation that tariffs on imported agri-
cultural goods are fair because
their counterparts abroad are heay-
ily subsidised. .

The price of maize is set by the
Minister of Agriculture after con-
sultation with the Maize Board and
other parties. The interests of far-
mers, historically government sup-
porters, are more important in the
minister’s decision.

Under a new government, the
interests of black consumers are
likely to become more important.
The ANC has not decided whether
to reimpose price controls on mea-
lie meal and bread, but they are a
possibility.

Nampo's tariff application pro-
vides four weeks for comments,
allowing for duties to be imposed
before the election.

Much of this summer’s expected
bumper maize crop of 10-million
tons will have to be exported at a
lower lower price than the domes-
tic one.

Although Nampo apparentiy
wants to abolish the existing pric-
ing system before the elections, it
does not want complete deregula-
tion of the Maize Beard, which is
stil the sole marketer of mealies,
All maize sales and exports must by

Farmers claim with some justifi-

=

law be handled by the board.

~
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FREE State farmers in the
Bothaville - and - Viljoens-
krans. - areas. .could face
maize crop lnsses of 80 000
tnns worth up ' toRI2m; ;fol=:

E it: flooding i

the

parent body, the SAAgric:
- /Thlks ;with the: Agfienl-:

ready started;: i
;%‘*u,'l‘hée« ﬂnoding" oted’
“ahoiit. 30.000ha’ of 'Which at ..
‘least .20 000ha  were com: "
‘plétely devastated. The eo-"
operative was still survey-
 the {area-to. agsess
damaga,,he said.,
Farmers would not negoa
te for emergency ald:
I:Free State Agricultural
Union eommodity nidna
Koos Botha.sald: -the: ,ﬂood-cn ;
 ing was isolated andiwould
not af ttheoverallmalze

=




... | |
I T Y N TR T

T BUSINESS

AGRICULTURE

P 25lz]aq

It doesn’t get much better than this

The bumper 1994 maize crop was officially
estimated this week at 12,8 Mt, which would
make it the second-biggest on record, after
the 14 Mt of 1981. Unofficial e¢stimates put
the crop at 13,5 Mt and, with the currently
high world maize price, the industry can look
forward to huge export earnings.

Maize is just one piece of a bright agricul-
tural picture this year, as excellent rains over
most of the country have brought boom
times. This should continue to boost the
economy's overall growth, as agriculture did
last year after the disastrous drought of
1992.

The huge maize crop has, however, also
exposed serious flaws still remaining in the
Maize Board’s highly regulated single-chan-
nel marketing system for maize.

Last year’s 16,3% jump in gross farm
income to R25,1bn, which helped the eco-
nomy grow for the first time in four years,
was largely based on a 51% rise in the vol-
ume of field crops. And 1993’s 8,9 Mt maize
crop was the chief engine for this growth
after a dismal 2,9 Mt in 1992.

With about 4 Mt more expected to fill the
maize silos this year, some farm economists
say a R5,4bn gross value could be put on this
year’s crop — compared with last year’s
R3,7bn. With 6 Mt available for export,
about R2bn should come from abroad —
that is, if the Maize Board continues on its
single-channel course of exporting almost all
surplus production before the next season
starts.

Other, crops should also help fill the cof-
fers: this week’s first official field crop esti-
mates puts grain sorghum at 500 000 t (last
year: 380 0001t), groundnuts at 128 000t
(119 000 t), sunflowers 420000t
(364 000 t), soya 76000t (600001), dry
beans 71 000 t (61 000 t) and wheat 1,95 Mt
(1,3 Mt).

Some observers say these estimates are
“yery conservative” and that final crop sizes
should far exceed initial projections.

Other crop sectors also expect improved
revenues — following the R1,2bn estimated
cost of a two-year drought, sugar farmers are
looking at an improved 1,8 Mt sugar produc-
tion (last year: 1,2 Mt), while cotton produc-
tion could double to about 150 000 bales.
This still falls well short of local needs for
about 330 000 bales.

Livestock producers are also set to earn
more money with beef and mutton prices
estimated to rise by about 13% this year as
farmers hold back stock. Fine wool prices are
also doing surprisingly well.

Vegetable output should also increase, by
an estimated R200m to about R1,5bn, while
potato farmers look forward to grossing
about R950m (last year: R862m). Unifruco

() Maes2e,
spokesman Fred Meintjies says this year’s
deciduous fruit export crop is looking good,
with revenues expected to be well above last
year’s R1,4bn. A slightly higher citrus crop
is also forecast.

Back to maize:

“One wonders whether the board should
continue with its traditional exporting policy
— especially given the fact that, based on
current Gulf fob prices of about USH115/t,
net export receipts would average R250/t,”
compared with a local price of about R525/t
last year, says agricultural economist Johan
Willemse.

He suggests that the board should rather
retain a large portion of the surplus. Not only
would this help to guard against substantial
import costs, if next year’s crop should fail
(as happened in 1992, with 4 Mt imported),
but it would also reduce the huge cost of
inputs in the next planting scason, if farmers
scaled down production accordingly.

“Surely we cannot gamble on another
bumper year in 1995. By storing the maize
for the next season, farmers would also re-
ceive far higher revenues over two years, as
local market prices are substantially above
net world prices.”

But, Willemse adds, this assumes that the
current single-channel, fixed-price Maize
Board scheme will be substantiaily deregu-
lated, making way for a more market-related
system. A comprehensive proposal, along

these lines, was made a year ago by the
Animal Feed Manufacturers’ Association,
suggesting that péices should be dictated by
regional supply &l demand.

“Maize buyers should therefore be al-
lowed to buy (and store) as much maize as
they like, bypassing the Maize Board’s out-
dated marketing control function.”

Association chairman Munro Griessel
says setting low maize import tariffs is cru-
cial in determining market-related prices. So
he feels that the request for a 35% tariff
submitted to the Board on Tarilfs & Trade
by the National Maize Producers’ QOrganisa-
tion is out of line. “We would want a tariff of
between 0% and'.10%,” he says.

With a new, possibly more consumer-ori-
entated government in the offing, the fixing
of this year's maize price will receive close
attention. Maize Board officials say they
have already started deliberations, which
should lead 1o an April announcement of this
year's producer and consumer price levels, to
begin on May ! — four days after the
general election. ]
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‘|-ate by switching to South Afri-

':tons more than 0r1gma11y
1 predlcted e "

- ; [#6r cropiand the fears of Japan
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| trade. wat.

could boost
MAIZE

-WASHINGTON — The threat-
ening trade war between
America and Japan may have
a positive spin-off for .South
-African maize exporters, Unit-
.ed States market analysts are-
_predicting.

South Africa may bénefit
from threatened US sanctions
"against .Japan, intended to
'pressure it Lo open its
. markets.

' Market analysts here be-
‘lieve that Japan, traditionally
‘the largest customer for
‘American maize, may retali-

can sources. )

. The war of nerves between
"the US and Japan was turned
up a notch last week when US
Trade Representative Micky

. Kantor announced that he was
launching “super 361" provi-
sions to investigate unfair
‘trade practices against Ameri-
ca.

_ Although he has not spelt
out that Japan.is the target,-
this is ggnerally understood.

. Mr Kantor’s move followed
.the recent breakdown in ‘trade
talks with Japan designed to |
persaude it to lift what Ameri- .
.ca regards ag unfair restric- |
‘tions ‘on-a rarge of American !
.exports. :

"|". The fears of Japanese re-
. *|taliation are further depress-
- }ing US maize futures, already

.driven downh by rev1sed esti-
“mates that South Afrmas ex-

Y 'pected .bumper maize; crop

‘this year will €300 . million

The combined impact of the
expected South African bump-

sw:tchmg suppliers ‘forced US
imaize futures down this week
fo. &, fqur month low at the
aChmago Board of Trade

&L
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First cellular
phones are
switched on

ROBYN CHALMERS

SA’s first cellular telephone
users were connected yes-
terday when licence hold-
ers Vodacom and Mobile
Telephone Networks
(MTN} began testing,
MTN CE John Craggs
said the organisation had
achieved its network con-
struction goals and was
ready for the simultaneous
launch of the syst ith
Vodacom in June.%
The awarding of the

cence last year was de-
layed by several months,
causing fears that the com-
pany would be unable to
meet the June 1 switch-on
date. 22. | E:.} g

At an official launch yes-
terday, MTN had a proto-
type of the GSM payphone
on display.

“This is an important
breakthrough for the celly-
lar telephony world market
and export orders for coun-
tries throughout the GSM
pworldwide network are
lined up,” said Craggs.

He said MTN expected to
begin installing the pay-
phones in townships by
June. “Thereafter, the roll-
out will be initiated in more
than 300 townships and set-

telephone services by the
* two licensees to underprivi-
' leged areas was part of a
deal negotiated between
the ANC, government,
MTN and Vodacom.

Vodacom CE Alan Knott-
Craig said 2 000 test users
had been connected yester-
day and a further 8 600 us-
ers would come on line ip
April.

The number of lines
available would be unlimit-
ed after the official com-
metcial launch in June.

MTN cellular network Jj-

Exports fr
crop coul

PRETORIA — The 6-million-ton surplus
expected from this year’s 12,8-million ton
maize crop — the country’s second biggest
on record — could earn SA well in excess
of R2bn, according to Nampo sources.
The forecast was made following the
publication by the National Crop Esti-
mates Committee’s first summer crop re-
port. This season’s expected maize crop
compares well with 1980/81, when a final
figure of 14,498-million tons was recorded,

{ and is expected to be 25% better than last

year's 8,893-million tons, reports Sapa.

However, Nampo sources warned that
the large crop could mean that producers
would have to accept lower prices and foot
the bill for big export losses.

Sources said a price-fixing tussle be-
tween the new government and producers
was also unavoidabie,

Nampe has recommended a policy un-
der which producers can choose to sel to
the Maize Board or market their crop
directly to the tra %S

Producers fear thit™an ANC govern-
ment, in keeping with its policy of afford-
able basic food prices and under pressure
from trade unions and consumer organisa-
tions, will set the lowest possible price,
Maize farmers fear that the domestic price
will be set as much as R120 a ton lower
than the current R470 a ton.

Although the domestic price is certain to
be lowered, the big €Tops grown on many
farms - with exceptional yields of up to
4,5 tons a hectare — mean that large nurn-

22/
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GERALD REILLY ]

bers of fartners will be substantially better
off than in recent years.

SA Agricultural Union economist Koos
du Toit estimated that, depending on the -
extent of the general econonile Tecovery,
agrieulture could contribute at least 65%
in the 1994/95 financial year.

The National Crops Estimate Commit-
tee also forecast that the harvest of sor-
ghum, groundbeans, sunfiower seeds, soya
beans and dry beans would al] be substan-
tially larger than in 1992/03, '

However, the committee noted that the
final wheat estimate of 195800 tons on
Jaruary 20 remained unchanged. Wheat

farmers had cultivgted 1 064 00 doring
the season. K

Meanwkile, Sap PO Wheat
Board chairman Andries Beyers told dele-
gates at a winter-grain producers’ confer-
ence in Douglas yesterday that the wheat
industry had reached a crossroads.

Quantitative import control of wheat
could replaced with tariff protection and
aspects of single-channel marketing would
become less feasible, Beyers said.

Producers would have to take decisions
not only because of the new agricultural
and marketing policy directions, but also
beezuse.of the recent signing of a new
multilateral trade agreement,

Should statutory control still be possible
in future, it would have to happen accord-
ing to rules that would be laid down by a
new government,

tlements throughout MTN's
coverage area, %
The provisioneef celinta

gives you se




MAIZE INDUSTRY

B

The 13 Mt maize crop this year could be the
final straw that breaks the back of the creak-
ing single-channel maize marketing system.

The Maize Board predicts a 6 Mt surplus,
which can be exported only at a world price
well under the local wholesale price. To
make up this lost revenue, the board will pay
maize producers much less this year,
R200/t-R250/1 below what the animal feed
manufacturers and millers will pay. This big
gap between what producers will get and
wholesalers will pay is bound to put enorm-
ous pressure on both sectors to bypass the
board. Farmers will be tempted to make
separate deals by selling maize directly to
wholesalers.

The board’s statutory system is aimed at
ensuring that wholesalers help cover some of
the revenues “lost” on exports, as well as
paying the board’s administration costs —
mainly storage and financing of the crop.

Last year, with only a R80/t-R130/t gap
between the two administered prices, large
volumes of black-market sales bypassed the
system. With the widening of the gap this
year, market forces could collapse the sys-
tem, say observers.

That is, unless the National Maize Pro-
ducers’ Organisation (Nampo), Maize
Board, co-operatives, Animal Feed Manu-
facturers Association (buyer of yellow
maize) and National Association of Maize
Millers (buyer of white maize for humans)
¢can reach agreement on the new consumer
and producer prices by May 1.

“We do not want to harm producers or the
industry,” says Graham Ebedes, MD of
Meadow Feeds, SA’s largest animal feeds
producer. “But it is a fact that large volumes
of maize will bypass the system this year and
allow for huge discounts, drastically under-
mining our position in the market -— unless a
solution can be found to close the price gap.”

If an agreement is reached, market pres-
sures could be held at bay yet again, but
other inexorable forces have already pushed
producers to a rethink of the status quo.
These are:

[ Finalisation of Gatt, which means govern-
ment won't be able to block maize imports
directly; it will be allowed only to levy tariffs
on them. Nampo has asked for a 35% tariff
against imported maize, but this is vehe-
mently opposed by most maize buyers. They
say the current wholesale price (R505/t for
yellow and R3545/1 for white maize) is equiv-
alent to a US Gulf fob price of about
US$110/t plus the cost to ship the maize to
SA and transport it to Maritzburg, With US
prices hovering in the vicinity of $125/t, the
tariff should be zero, they say;

0O The Policy Evaluation Committee, ap-
pointed after last year’s ultrareformist Kas-

sier committee report on agricultural mar-
keting, is now finalising its own proposals for
a new maize marketing system, which is
being done in consultation with the Board on
Tariffs & Trade, government and the Maize
Board. This also points towards reform of
one-channel systems; and
0 The new government will have its own
ideas about agricultural marketing. Signs
are that the ANC strongly supports reform
as a way to bring down prices.
Anticipating the effect of these pressures,
Nampo last week tabled its own comprehen-
sive proposals for a new, if interim, market-
ing and pricing system for maize. The 28-
page document was approved at a two-day
producers’ congress. Nampo calls for:
O Dividing SA into two markets for maize
— an “unprotected” coastal market, where
free competition with tariff-bound imports
would be allowed, and a “protected” inland
market, where the Maize Board would still
fix both producer and wholesale prices. But
no provision is made for regional price vari-
ations, and statutory controls will remain in
the inland market;
O Changing the current single-channel
marketing system into a controlled floor-
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price system. Transactions between buyers
and sellers will be freely allowed, subject to
payment of board levies;

D1 Creating a risk fund to ailow for vari-
ations in import price parity levels, as inter-
nationa! prices move up and down. This fund
will allow for the continuation of the tradi-
tional price stability so beloved by local pro-
ducers (and large buyers) of maize;

O Allowing traders (in addition to wholesale
buyers) to register as buyers with the board;
O Providing for a faster repayment (five
years, rather than the current 18) of all
outstanding loans due to the State on co-
operative grain silos;

[ Getting the board to publish regular in-

12 12 [ag.

The seeds of reform

formation on stock, supplies, crops, and local

and global price trends. This would allow
producers and wholesalers greater opportun-
ity to play the market;

O Having the Minister approve only the
pricing formula and not the actual price,
annually. The formula would retain the cur-

& Mcu ze

rent R40/t premium on white maize; and
0 Allowing silo owners (the co-ops) to nego-
tiate storage rates for so-called “non-board”
maize with any potential client.

“Nampo's proposals open the way for fur-
ther reforms in future, eventually leading to
the possible creation of a futures market in
SA,” says Department of Agriculture econo-
mist Andre van der Vyver. “But one would
first need a variable local spot market price
before a futures market can operate here.”

SA Futures Exchange CE Stuart Rees
says the possible creation of a maize futures
market will be discussed at a special Safex
conference on commodities futures (it plans
to start with red meat and potatoes) in Jo-
hannesburg on March 24 and 25. [ |
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AGRICULTURAL FUTURES
Bullish outiook

In o surprise move at last week's conference
on commodities futures, Maize Board econo-
mist Mike Elliott indicated broad support for
a commodities futures exchange — once its
proposed new maize floor price system is up
and running.

“Depending on the level of the board's
floor price, it would be possible to create a
maize futures market in SA,” says SA Fu-
tures Exchange (Safex) consultant John
Wixley. But it could take at least a year to
formalise one due to the need to first create a
spot market — that is, a mechanism for
establishing a daily price.

It was inevitable that with the ongoing
deregulation of agriculture a new system had
to emerge to take over the spot-pricing func-
tion of the control boards. Since the formal
deregulation of the meat industry began ear-
ly last year, official carcass auctions at
State-owned urban abattoirs have rapidly
diminished and been supplanted by live cat-
tle auctions at hundreds of new abattoirs in
outlying areas. That welcome freeing of the
market, however, makes spot prices harder
to come by.

The Safex conference not only gave a
strong boost to the launching of an agricul-
tural commodities futures exchange in Jo-
hannesburg in the foreseeable future, but
also to the formalising of spot exchanges.

Says Wixley: “Safex’s financial futures
exchange was launched a mere five years ago
and now has 70 registered brokers. It now
handles about 50 000 financial futures and
options contracts daily valued at about
R1,5bn. The scope for growth in commodity
futures is substantial.”

Chicago Mercantile Exchange vice-presi-
dent for internationa! development Michael
Gorham agrees with Wixley’s bullish senti-
ments and believes that agricultural futures
markets in SA could serve the subcontinent.
“With control boards playing a diminishing
role in marketing and pricing, the price-
forming vacuum has to be filled. But first
you would need formalised spot markets to
act as price information centres, followed by
futures markets to provide the hedging sta-
bility needed by farmers and buyers.”

Gorham says SA is following the opposite
route of the US, which developed commodi-
ties futures markets in the last century.
“Only fairly recently did the Chicago ex-
change launch its enormously successful
financial futures contracts, which now trade
at a volume of about US$330bn a day. In
your case, Safex first established a financial
futures market and is only now looking at the
possibility of launching a commodities fu-
tures exchange.”

And, while commodities futures used to
dominate Chicago’s trading, they have now
been far surpassed by the huge volume in
financial futures — with about 40% of the
cxchange’s financial futures investment
flowing in from overseas.

] i
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Wizley says obtaining lists of potential
futures brokers, followed by the establish-
ment of effective commodities spot markets,
is the next step following the conference. He
is offering Safex’s assistance in getting a
commedities spot exchange (for grains —
maize, wheat, sorghum and possibly oilseeds
— red meat and fresh produce) established.

Meat Board economist Ernst Janowski
says the red meat industry would lend itself
to a futures contract but, possibly, only in the
fairly limited top range of the slaughter
product. Here, again, SA differs from the
US, where futures contracts are taken out on
live, rather than slaughtered cattle.

Price volatility for livestock is far higher
than with slaughtered meat becausc fewer
grades and greater differentials exist, mak-
ing it more attractive for futures speculators.
Therefore, to institute a similar system in SA
means new grading systems will also have to
be developed, though the first steps have
already been taken.

“We operate a fairly sophisticated, graded
live cattle auction system in Natal and have
been passing on our daily price movements to
the Meat Board,” says Natal’s Stockowners
Co-op CE Val Field. “If a national livestock
grading system can be developed, we would
be happy to participate in a commodities
futures exchange.”

Meat Board economist Wilby Venter says
that with the board’s floor price system un-
der pressure (abattoirs have, since August,
been refusing to pay Meat Board stabilisa-
tion levies because they claim that they have
a negative impact on pricing and profitabili-
ty), the board is searching for options. But,

he adds] a floor price systeni remains the
preference of farmers, according to the Red
Meat Producers’ Organisation.

Wixley says there would be no shortage of
commodities speculators — the lifeblood of
any futures exchange — provided enough
sellers and buyers were found to sign on as
brokers and hedgers.

And with the ANC also supporting fewer
controls over agricultural marketing, both
buyers and sellers could well be forced to
take the next step towards supporting Sa-
fex’s initiative to launch such an exchange, B
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EYEGLASS INDUSTRY
Battling over discounts

Discount spectacls dispensers not registered
with the SA Medical & Dental Council
could be shut down soon if Frames Unlimit-
ed loses next month’s ruling in a two-year-
old court case. A decision against the 30-
branch Frames Unlimited chain would
affect other discounters and be bad news for
the roughly 2m people who wear glasses and
contact lenses and the estimated 6m more
who need them (Business & Technology
May 14).

Optical dispensers don’t prescribe specta-
cles or contact lenses; they take the prescrip-
tions written by optometrists and ophthal-
mologists, have them filled at a lab, then fit
the frames and lenses for customers. Before
1976, dispensers faced no legal require-
ments. Since then, they have had to take a
three-year technikon course and pass an

ENTER SUN MICROSYSTEMS

The latest in the long line of major com-
puter companies to set up office in SA is
Sun Microsystems from Mountain View,
California. The world’s top Unix work
station manufacturer, ranked 135th on
the Fortune 500 list of America’s biggest
industrial companies, Sun braved politi-
cal uncertainty and opened a small office
in Midrand this week,

Though known mainly for its powerful
work stations and file servers (which have
replaced the much bulkier minicomputers
at many scientific and commercial sites
around the world), Sun sees its main line
as “enterprise networking” — the provi-
sion of networked computer systems to all
types of organisations with operations
that span cities, countries and even conti-
nents. Sun coined the popular phrase “the
network is the computer.”

The company has sold more than 1m
computer systems based on the Unix op-
erating system since it was formed in
1982, According to International Data
Corp, Sun was number one in revenue
and units sold in the Unix systems market

last year, ahead of Hewleti-Packard,
Digital and IBM. Revenues grew 20% to
US%$4,31bn in fiscal 1993,

Sun formally entered the local market
at the end of 1992 with the appointment
of Vector Network Computers, Rightsiz-
ing Technologies, Lonnet and Risc Solu-
tions as distributors, It appointed Large
Scale Systems as its fifth distributor in
February.

Its installed base in SA numbers about
1 600 systems, Customers include First
National Bank, Standard Bank, Old Mu-
tual, Price Forbes, Wits and Pretoria uni-
versities, the CSIR and Kruger Park. Jan
Smuts airport uses Sun equipment to con-
trol aircraft movements.

Sun regional manager for southern
Africa Abie Fullard says: “We are not in
competition with our distributors, who
will continue to act as Sun’s main distri-
bution channels. Qur purpose is to get
closer to these partners and provide more
support for customers.” The office will
focus on technical, marketing and sup-
port services.
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Labour;Reporter: -
A NATIONAL:wheat fo:
rumt aimed at providing

people, with bredd at the.

has beén: estiblished by
industry players, includ:.
ing;farmers, unions, bak-

ers and ' consumers.

nothig; strategy for the
wht;at-‘-'in‘dus,j:ry, and o
deve
policy.

" Keéording -to.chair:,

will ifiyestigate, déevelop
|and‘¥ecommend policies’
|t67 proyide consumers
with'bread at “the low-
est’ ealistic price’,
whilgtpromoting growth
in all facets of the wheat
industry. )
"The ‘forum, like other
similar bodies, will have
thé opportunity to shape
state policy through sub-
missions to government
and the National Eco-
nomic: Forumn, However,
it has, one big difference:
it is the first to include a
wide range of industry
participants, ranging
from the Food and Al-
lied ‘Workers’ Union,
which played a major
role in the forum’s es-
tablishment, to the
Wheat Board and the
farmérs’ Winter Grain
Producers’ Organisation.
It aims to bring to-
gether interested parties
to work fowards open-
ness and.consensus, and
to,act in the public in-
terest,’he said. ;
Dr Brock, a director
of :Premier Food Indus-
tries, :said the creation
of the forum was signifi-

a structure within which
potentially antagonistic
parties agreed to co-op-
erate and pursue, cein-

lowest realistic price, |

Theforum plans to |
formiulate’. a hew ecoy

elop.a Bgtional bread | .

[

cant: because it provided |

man;Bigene Brock, the i
National? Wheat Forum.{.

|mon objectives. - - -

. [tary Mandla’Gianyana
'\said the’fbrit‘sighalled

« Fawu general secre-

.

thei#‘demderatisingrof
ouf*économy and-ensiir-
ing that everyone’is io-
volved -in.its. develop-
ment”.,, /v : .
Mr- Gxanyana said it
would create consensus
among the parties to
work towards job.secu-
rity for. workers and “a
fair share for all in-
volved”.
Committees had been
appointed to focus on in-
dustrial .development
policy, secitrity and sta-
bility; human resources
and’consumer inferests.
The. security and sta-
bility committee, headed
by Fawu official Funky
Komape, planned to li-
aise with community or-
ganisations in a bid. to
curb the attacks on
bread vans in the town-
ships.
The human resources
committee had identi-
fied training and devel-
opment as an urgent pri-
ority,/t- and - was
conducting a survey of
all ‘training undertaken

ious /seginents of the in~

dustry.

by, employers in'the var-{ -




Maize study Gmalelieg
y Mai
The ANC hag commis-  of maize the current white,”
sioned the Lapg and  R505 a ton fop Yellow and The delivereq Price for
Agriculture Policy Cepipe R545 a ton fop White  mpaize producers hag
(LAPC) to Prepare pro-  maize coulg 0ot be jusj- been set at R310 & ton,
Posals for the maize fied in view of this year's which is 257 percent
price, tariff ang market-  near recorg harvest, lower than the delivered
ing system fop the 1994/ “Taking the large ex- Price for the previous
95 Marketing Season, the  portabie surpluses into season.
LAPC sajq Yesterday. account, the LAPC'g pe.
. commended selling priceg Mdize price arrange-
The LAPC said any A0 are R460 a top for yellow Inents came into effect on
erease in the sefling price Taize and R480 a fon fop May 1, — Sapa,
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€ze. on-priges:.
e e GRETA STEYN™ ISla:
-THE: Maize oard yesterday announced
wthat maigze prices would remain unchanhged -
“until -further. notice ' — ‘perhaps the'ifirst
.. Signal that the ANC is setting agriciltiral -
0

npolicy(S37Y, e
The“hoafd’s announcement followed' a
policy: statément from the ANC’s agticul-
v tural thitik-tarik; the Land and Agricultura)
' ’Polic;i'Ce“ntré,"sayiﬁg an ifcrease i miize
iPrices could not be justified in the light of.
*“this“year’s record harvest, g
.., .The centre suggested’ lower. pricés and
. Proposed . 'the ‘Immediate - relaxation. of
« Some/friarketing controls as a step towards
i --a‘f'fx;gerjmarketin’g"sjrstem. ik
v Saparreports that the Maize Boardisaig
. theimgizg price, which-éame into ffeet on
- May1;ould remain iri force until'finaity
+Wds .redched on :sellitig ‘prices " fo the-
+1994795 marketiiig seasop, =+« 5 e
Present: best grade prices'were R545 2
" ton.foF white and R5057t fop Yéllow maize,
“R200°higher thanthe delivereq price: “The
delivered price for maize producers was
-Iset at"R310/t, which was 25,7% 1wer‘than”
last Season’s price. o
s Comumissioned by the ANC, theLahit and
« Agricultiral’ Policy ‘Centre. developed. jts | |
own spricing model, Suggesting selling
‘Pricesiiof: Ri60/t. for :yellow \majze, -and - |
for white: Those represeiitad outs of

{
R4807¢

20% and 23% respectively’on last years

| -prices in real terms; It said fafmers would
still_m‘a‘llce_ the same prpgith"qu’ hpgtare,aq .
A L Y

& ; |
M et “j‘ %‘SI‘?{)&. L From pagq 4
ast year, w “a g0od year, .
year, which haq been 5 £ood year», nificantly from the bumper harv;est and

The centre Proposed lifting resty Producers woy)
On who was alloweq ¢4 reglstgr asa l::]y‘:;s On averagg, thed 'I{?t be 8:; a disadvanage,

and reducing the 16vY to be & lied o be substa Prices sepypog would stil
on, ntially hi
transactions, hi would allowmf,amerg Outcome, By s}:)mihgvtehrzlilffac::?: oy

greater. opportupjty ¢ h majze . 0 out of
Prices for thermeey ‘;'Ie&o neiouate higher areas’ Particularly i {ha more marging]

: 2.2 marketing sysem w.ocd: The risk of
O] S s A 6
_at consumers gajpeq sig- taxpayer) would be mim’misedlmauEly the




Spocrnet Iandg.:
maize contract

STEPHANE BOTHMA b

SPOORNET has landed a R600m con-
tract to transport export maize to two
of the country’s harbours on behalf of
the Maize Board, {2,

The contract included the Failing of
6,6-million tons of maize worth about
R2,86bn destined mainly for markets in
the Far East, Spoornet assistant man-

anger of rail services Andrew Willson
said yesterday/ 5}{)&}2@;
“It is the largest expoft programme
ever undertaken in the history of Spoor-
net,” Willson said, adding that a 24-hour

process office had been establishéd' to
co-ordinate the programme, s

Maize wag being transported mainly
from the Eastern Transvaal, Free §tgte
and Northern Cape to the Durban and
East London harbours, he said. -~

About 196 ships, each carrying fore
than 34500 tons, will be loaded with
maize in the programme which ends in
September. < SJC?I.I;I. iy

Willson said the major’ part of the
logistical planning invoived the co-ordi-
nation of arrival times of trains~and
ships to avoid delays, we

Currently, only last season’s maize |
stored in silos arcund SA was being ;
exported, and the Maize Board-was §
working around the clock to clear'the §
silos for this year's bumper crop, which |
was expected to be ready for storage by §
the end of August. B

The board said it bad sold maize on §
tender to private companies at between §
$120-3127 a ton, the bulk of which was §
heing sent to the Far East, with come
going to African countries. :
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Maize pricing sysg;nm,t; ters

13~

Mealie meal prices @I’Hﬁ
seem set to drop,
reports Teigue Payne

1S year's massive maize

crop is paving the way for the

. announcement by the new

conswmer-orientated government
of a lower maize price.

Meanwhile, stresses within the
maize marketing system indicate
the major milling companies are
already, or will soon be, in open
revolt against the Maize Board.
This could lead to the collapse ofits
control over maize pricing,

The only obstacle to lower maize
meal prices has been agreement
with the producers of maize — the
farmers and co-operatives — who
no longer have a strong ‘voice in

ent.

The producers largely admit that
because of the near-record maize
crop this year, estimated at 12,5-
nillion tons, CONSUIMETS cannot be
expected to pay more. But they are
fighting for litfle or ne recuction in
the Maize Board's powers to regu-
Iate sales at its prices.

Producers, millers and others
have not been able to agree on the
price which the boat “ghipul
charge for maize. Solasiweekagh:

cutture Minister Kraagvapickerk
announced the board's’ selling price
for white maize would continue at
last year’s price of R545 a ton.

il

’Zﬁ is at best a stopgap solution.
Van Niekerk, who retained his cab-
inet post, is likely to opt for a price
reduction, especially because the
ANC's consumer orientation, and
because of advice from its think-
tank, the Land and Agriculture Pol-
icy Centre (LAPC).

This week the LAPC recommernd-
ed that in view of the big maize sur-
plus the board's price should be set
af R480 for white maize, 12 percent
lower than last year's R545. That
would be about 20 percent lower in
real terms given maize price rises of
about eight percent ini past years.

Much of ihis year’s crop will have
to be exported at prices — net of
marketing, transport and harbour

fees — lower than those paid to
producers for their crop. The Maize

Board will pay the difference.

van Niekerk announced produc-
ers would receive immediately

R310 a ton. This is R107 Jower
than last year's price of R417,

when exporis were expected to be

lower. Here the minister could not
maintain the old price because that

might have left the board facing a
huge deficit if export conditions are
as ted this season.

Most of the difference between

d the R545 and R310 prices goesinto

Maize Board levies to finance
exports. If export conditions are
more favourable than expected,
producers arc paid an agterskot
later in the season. They would get

o

a higger agt‘e}rskot if the Maize
Board's selling price could be
maintained at R545.

On current prices, the producers’
price of maize 1s R235 below the
Maize Board's selling price to
millers. This gap is creating an
unbearable situation for major
millers which could result in & col-
lapse of the board pricing system
and widespread discounting,
before Van Niekerk has time to
think about setting a lower price. it
is rumoured Tiger Oats, South
Africa’s largest food company, has
refused to pay the R545 price.

If the LAPC's suggestions of a
R300-R330 producer price and a
RA480 price to millers are accepted
by Van Niekerk, the small gap
would reduce the pressure some-
what — but it might be too late. The
LAPC has also recommended
jmmediate reforms in the maijze
marketing system to encourage a
freer market. Under its recommen-
dations, the board's producer price
would become a floor price with
producers able to negotiate for
higher prices elsewhere, though
these direct transactions would
still be subject to levies.

Proponents of the current pricing
system agree that maize will even-
tually have to be priced on a more
free-market basis. However, they
want to maintain the system for
another year, apparently so that
the co-operatives can adjust.

-
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MAIZE PRICES Fua’ 2,@I6L°lt,a
The farmers’ last stand? . .
While farmers continue to harvest their | as support for retaining unreahsncally hlgh and other marketing measures.” The single-

12,5 Mt bumper maize crop, producers and
the large industrial buyers continue to argue
over what the maize prices should be, Media-
tion, which lasted until nearly midnight on
Monday, was requested by the Maize Board
after meetings between the two groups failed
to resolve the issue.

Tt was agreed that both sides would sub-
mit their price proposals through me to the
board by the end of this week,” says Inde-
pendent Mediation Services chairman
Charles Nupen, who was appointed by the
board. “I presume that the board would then
submit the issue to Agriculture Minister
Kraai van Niekerk by early next week.”

If SA had a free market in maize (sup-
ported by a futures market to hedge prices),
price-setting would be a simple supply-and-
demand market exercise. But with the sin-
gle-channel, government-fixed-price scheme
still in operation, pricing remains highly poli-
tical (Business March 18).

The board was supposed to announce the
new imaize prices on May 1. Instead, Van
Niekerk, one of the few NP Min-
isters to keep his job, made an
interim price ruling on May 2, He
decided that last year’s
industrial buyer price of
R3545/t for white maize
(for people) and R505/t for
yellow maize ( for animals)
would remain unchanged
but that last year’s producer
price of R417/t would be
reduced to R310/t for the
interim period.

The industrial buyers, such as Premier
and Tiger Oats, would like to see the interim
R310/1t producer price become official, and
they want no more than R80 tacked on to
that to determine the price that they will

ay.
P The producers, however, want at least
R330/t. And the board wants more than
double the RB80 differential because that
money goes towards financing the board.

“The gap of almost R200/t between the
board’s proposed producer and (buyer)
prices would be a major incentive to circum-
vent (and destroy) its statutory fixed price,
levy and marketing: systems,” says Tiger
Group trade liaison manager Boris Kaplan.

Producers, on the other hand, are adamant
that they should benefit from the bumper
crop and be allowed to pay off as much debt
as possible. “With an interim producer price
of R310/t, maize farmers, on average, would
lose money this year,” says National Maize
Producers’ Organisation GM Giel van Zyl.

The ANC’s agricultural policy foresees a
price-stabilising role for the board. But as far

prices are concerned, Nampo's and the
board’s fond hopes of possible State support
for their position have been dashed.

Says the ANC-aligned Land & Agricul-
tural Policy Centre: “The board’s proposal
that its price of maize (to large buyers) be
based on import parity, particularly in the
context of a huge surplus (which would drive
down prices to well below the world price if
the market were freed), is rejected. At the
same time, the centre recognises that prices
based on export parity (the world price mi-
nus transport costs and other expenses}
would be inadequate.

*“Using an alternative weighted average
import/export parity price formula as an
interim measure, the centre’s recommended
buying prices {for the large companies) are
R460/t for yellow maize and R480/t for
white. These represent cuts of 20% and 23%
rcspectwe[y on last year's prlces m real
terms.” v

The centre also ar- -
gues that at the'ie prices

B {‘.-A-wa,-q -

no tariff protection is required but Nampo
has proposed a 35% tariff on maize imports.

The centre sees a freer marketing system
as not only desirable but necessary in the
light of the large price gap. It says that
failure to introduce some immediate reforms

may cause the system to collapse, at-signifi--|--to
cant cost to the board and ultimately the |

taxpayer. The centre therefore favours the
immediate lifting of restrictions on direct
sales, which would remain subject to a levy
but at a significantly reduced rate. .—-..~-

- And shouid government accept the cen-

_tre’s policy and pricing recommendations,

considerably fewer than this year’s 3,9m ha
will be planted under maize — and this
year's surplus problem would be avoided.
Realism will rule if the market is allowed to
signal to producers how much to plant.

In a recent statement, Van Niekerk
warned the board (and farmers) “that the
political, policy and physical environment in
which the board has to operate differs con-
siderably from that of a year ago. These
drastic changes also affect the board’s price

channel system is clearly on the way out and
the board’s role as single buyer and seller of
maize will also change accordingly. |

S

PHARMACIES
No antidote for reform

e

Pharmacists, i# seems, remain more deter-
mined than ever to hold on to their near-
monopoly of drug sales to the public,

. Pharmaceutical Society of SA president
Gary Kohn this week again stressed that the
present network of pharmacies needs to be
maintained at all costs. “The pharmacy as a
small business enterprise must be recogmsed
as important and in the public interest,” he
told delegates to the society’s 49th annual
conference at Sun City.

“Also tabled at the conference was a motion
calling on the Pharmacy Council — statutor-
ily constituted to protect the pubiic interest
but made up of a large number of pharma-
cists — to maintain pharmacy ownership
firmly in the hands of registered pharma-
cists. 5ie
. -The motion, however, was withdrawn
after the council’s Johan van der Walt em-

_ phasised its commitment to keeping owner-

ship with the pharmacist. Confirming that
the council last year managed to scuttle the

" deregulation of pharmacy ownership by op-
- posing the final draft of the Pharmacy

Amendment Bill — which would have given

‘the Health Minister the right to approve

applications from Clicks, Pick ’n Pay and
other non-pharmacists to open pharmacies
—.Van der Walt nevertheless stresses the
importance of allowing control!ed deregula-
tion at the retail level. (" STEaEERES
" ““Government adviser business are
still applymg pressure to deregulate the sec-

P AR

Van der Walt envisages a situation where
limited non-pharmacist ownership of phar-
macies is allowed, at the sole discretion of the
council — a suggestion the Competition
Board last year threw out as not being in the
public’s best interest.

The board was concerned that the council
would largely prevent deregulation of the
sector by setting difficult criteria for non-
pharmacist applications.

Van der Walt suggests that the council
will consider an application from a non-
pharmacist to open a pharmacy in an area
where there is none. Of course, this type of
thinking could exclude the large retail chains
that tend to operate in busy places where
often there are lots of little pharmacies oper-
ating mostly on inefficient economies of
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Brenmiil] earnings fall 8,5%
_1** 'AMANDA VERMEULEN ‘
MAIZE meal, malt and animal feed manifacturer Bren-

- er Mills (Brenmill) sustained an 8,5% fall in esrnin: 1o

30c (32,8¢} a share for the year to February. £

A final dividend of 10c was proposed, bringing the total
for the year to 18¢ (18c). 2D Sefq

Turnover dropped 8,8% to R104,6m I(R114,8m) with
operating profit.185% lower at R11,3m. This was offset
by a 14,9% increase to R1,4m in interest received and a
lower tax bill'gt R57m ®R7m){ ) Meize:,

Chairman ind joint'MD Arnold Brenner said cosisum-
ers had'switched to bread and rice but. recent rice and
bread price ifiéreases shouid return them t6'maize,

——ndy
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R raai approves Maize B ~ard’s selling prices

LR —

o en a T
S

PRETORIA —~ Agriculture Minister ganisation said in Bothaville that the He said the political delicacy of the
Kraal van Niekerk announced in Pre-  maize price announced on Monday  maize price issue, pormally handled
toria on Monday that he had ap- Was disappointing. = 141 by the Minister of Agriculiure,
proved the Maize Board’s decision to Nampo GM Giel van Zyl sal the prompted the Cabinet to make the
sell.white and yellow maize at R515  new price gave tarmers only a slight  decision a joint one.

and R495 a ton, respectively. profit. Farmers should have benefit- However, the Marketing Act stipu-
This price comes into effect on  ed from this year's exceptionally  1ates the Bal decision rests with the
Wednesday and excludes VAT, Sapa good crop and aple pay, off  Agriculture ‘Minister.

Yeports. debts, he added <

- 3 : ; 3 The Ministers' main consideration
- The approved selling prices will . Meanwhile, Reuter reports from p

realise Rgso,n a ton for maize pro- Pretoria that three Ministers have yvou:d?eto P"e"et:‘tr%‘f"'ﬁ"i‘t“:‘he“t hav-
Sacers, less R20 a ton which the been appointed by the Cabinet to de- glg ?l lll:anl(t:ie a shortfall if the maize
Maize Board has decided toretainas  cideond maize price for the 1094/35 0;*{ fs on rtf;xl’erlegge one as a !ﬁ*
A contingency reserve, leaving the marketing season, 2 government sult of export losses, the source gaic.
dgliyery price for producers this year source said. The ministers are: Kraai They would also try to pass on the
-at’R330 a ton. The delivery price for . vap Niekerk (Agriculture), perek  benefits of the bumper maize harvest

“producers will apply to all maize.de «  Hanekom (Laps),and Trever Manuel o conSUMErS..ky . A
.. Aiyered since May 1 within the official | = (Trade and Industry). They are ex- The latest official estimate for this
;‘r_narketing channels. pected to reach a decision by theend year's crop is 12,5-million tons (9,1-
wi be National ‘Maize Producers’ Or- of the week, the source said. Tnillion tons in 1993/4).

A_;:._'iﬂ-l P
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maize prlce
Agmculture Minister Dr

[1Kraai van Niekerk an-
- {nounced in Pretoria.on

Monday that he had ap-
proved the Maize Board's

) dec]sion to sell white and

yellow maize at R515 and

z }ghrespectwe-

This price comes into

: effect today and excludes

VAT.

- The Natmna] aize
Producers’, Organisatmn
said that the minister's

. lannouncement was dis-
. jappointing.

Nampo general manag
er Giel van Zyl said the

new -price gave farmers

{only..a. slight profit. —




\ SUNDAY TIMES, Business Times, June 5, 1994 {7

MAIZE farmers have heen given
R120-million extra income over
what would have been a fair price
for their mealies, says the ANC-
aligned Land and Agricultural
Policy Centre (LAPC).

Its claim is in reaction to
Agriculture Minister Kraai van
Niekerk’s maize prices announced
this week. The LAPC is disappoint-
ed that prices were set at the high
level of R515 a ton for white ang
R495 for yellow mealies.

Farmers will receive R330 plus
R20 a ton if revenue permits.

“While the LAPC sympathises
with the predicament the minister
found himself in, having to set a
price for a crop as required by the
antiquated single channet system,
we believe the price set places an
undue burden on consumers.”

The LAPC says the price also
raises the prospect of wide-seale
avoidance of levies and could result
in losses by the Maize Board which
would have to be financed by the
government,

By not introducing direct selling,
Mr van Niekerk “has lost an oppor-
timity to begin reforming the maize
industry by encouraging the freer

By KEVIN DAVIE

marketing which all believe is
essential to a more swecessful
system”,

The LAPC estimates that under
different scenarios, including buy-
ers taking an extra million tons of
maize, a selling price as low as
K430 a ton could have been set.

Farmers would have made large
profits and the Maize Beard would
have avoided a loss on exports. The
gap between the farmer's and the
consumer’s price for maize would
have been lower.

“LAPC believes that this lower
price would reduce the price of SA’s
basic staple significantly; provide
farmers with substantia] profits in
a record harvest year; ensure that
the Maize Board did not incur
losses on exports; and ensure maxi-
mum co-operation in maize mar-
keting by reducing the price gap
between producer price and selling
price,

“In essence, farmers have been
given a R120-milion extra income
over what would be a fair price.”

Mr Van Niekerk says he accept-

Anger over maize price

ed Maize Board recommendations
that the price of white and yellow
maize drop by 5,5% and 2% respec-
tively from last year's levels.

The price regulations are subject
to a sultable new marketing system
being drawn up before August for
the 1995-06 season.

The Department of Agriculture
says Nampo and buyers of maize
prefer an amended scheme. Mr van
Niekerk asks “all players to keep
the gurrent scheme in place this
yeal€1 iMau z&-

The LAPC says the expected
crop of 12-million tons will result in
exports of up to 55-million tons,
Every ton exported results in a
R120 to R140 loss compared with
the domestic price. The board re-
covers the loss by charging a levy
on domestic sales, causing a price
gap. %
“This provides an incentive for
buyers to evade the scheme,” says
the LAPC.

“Some of the large groups have
also threatened to challenge the
right of the Government to impose
levies as infringing the Bill of
Rights in the constitution,” says the
LAPC.




‘FOOD companies .have hit- out at maize - - up thetab for the exportlosses, . o
-farmers-over the maize’price.annoinced " ‘The ANC-alignied Land and Agricuitural
Jlast week, saying the consumer will foot @ - “Policy Centre also.expressed- disappoint-
1R600m bill for farmers™insistence on over- " ment at-the high maize prices. Director
‘producing, A © 7 "7t David Cooper said pressure for quick re-
~ "Foodcorp; Premier, Tiger Oats and Mai-  *“form of the niaize pricing system would be

consumeis faced the likelihood of escalat- deal farmers had received. But the centre
‘ing pricés déspite the bumper. harvest. - s, had sympathy -for Agriculture Minister
. The latest crop estimate was more than ** *Kraai van Niekerk's predicament. -
s12-million tons, while domestic demand - Van Niekerk announced a price of R515
-was only about 6,5-million tons. The sur- *  a ton for white' maize*aiid'R495 for yellow.

zecor said in-a statement yesterday that' - . stepped upin the wake of the favourable _

"

plus.will be exported dt a-16ss, and food - ' 'Farmers woild get R330 2 tor and a fur-

TBiteuy
R GRETA STEYN

-The food-companies described as “total- - 1y
: - - :the board at a set price}. “This domination

1y unacceptable” the large’ gdp between

"~ the board’s price to farmers and that paid
U%Bmuﬁmnﬂﬁﬁmﬂhuuws ai2e.

The food compariies will be paying more

to subsidise export losses, and can be ex-
pected to pass the cost on to the consurner.

Their statement said the Maize Board

expected a loss of R110 a ton on exports.

The effect of passing these costs on to/the,

A%}

" consumer would equal an extra Wﬁum._ww PR

_control” of the single-channel marketing
" system (the marketing of maize through

“of the pricing process by the farmers has
never been as evident as this year.”.,

Major maize buyers had offered to buy
an additional million tons to reduce the

volume of exports, but this was rejected,

et

Farmers had said that despite the bump-

R

“ er crops, they would receive,d lower. price

il 10

- 10kg pack of mealiemeal. . i)

for maize. Many’ were still feeling the
affer-éifects of the drought/ and the Land
nd Agricultir] Policy Centre’s suggested

T P

companies élaimed corisumers would pick ~ ** ther R20 a ton if revenue permitted.

price was rejected as too low. They also ar-_
gued that internationally, farming was~s
heavily subSidised which explained why:}
the export price was so low. * &8

The manufacturers accused thé farmers; »
of overproduction that had contradicted: *

L

the advice of the Agriculture Department:.z

{3

and Nampo itself Government had pro: -,

vided asststance to farmers to help theny ™
convert:to-alternative crops. But the area
under maize cultivation .rmn._.,mnawmmmmn..w.
more than 27% in the past three years, - it

A new, more flexible marketing schem: ¢

F.i M

will be established by. August, -. B

TR et
- = Fer @




Maize - =Y RlL-14i

were scuttled because farmers feltitwasa
had time to do so o the r%i%s‘of an,over-
supply of grain. é C 7
The oversupply Ineans the Maize Boar
will export about 5,5-million tons at a loss
of about R110 a ton. To finance the losses,
the price for local manufacturers was set
at R515 a ton for white maize — much
higher than the R330 paid to farmers.
Food manufacturers and the ANC-
aligned Land and Agricultural Policy Cen-
tre have lobbied for more flexible pricing,
with producers and buyers able to negoti-

i " R
[J] From_Pade 1

ate prices between fhem. g
GERALD REILLY reports that Nampo
GM Giel van Zyl said food companies'and
the milling industry were talking “is-
chievous nonsense” when they claiméd
consurters would have to foot a R600m; bill

because farmers had overproduced. s
The board’s selling price had declined
40% in 10 years, which seemed to indicate
there was something amiss with the effi-
ciency and marketing skills of the milling
and food industries if they frequently had
to raise prices and blame it on producers.

Maize Board’s pri%éobe' reviewed ..

AGRICULTURE Minister Kraai van Nie-

that a

k is expected to announce today that
: 1::?)lxr'nm'11:t.e=g will investigate the maize prﬁcg
after accusations that the Maize B ard laér

i i t experts co-ordinated by
gist of independent eXpel et ot

Agriculture epartme

Attie Swart\=> cize
Sources 5aid a

terests would be excluded — farmers, foo

-Mai rd. But
facturers and the Maize Board.
oare ize producers’ organisa-

upces in the mai
! i?on Nampo said if farmers were excluded OIn.Pags 2

parties with vested in-

# i keep quiet. We hope the \
they Ay litator rather |

committee will act as 2 Ear’:‘i
than dictating the process.

The committee

i flexible system of sgatting
vise & ice thebr present single-

maize prices than
channel marketing system-

! ive

When he announced the year’s ma
price Jast week, Van Niekerk gaid a new
system would bein place by Au_gpst. Moves
to introduce more flexible pricing somfr

’g brief would be to de-

\

i
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g.?qom. moon nao_.Gm. En_n&nm uuumnuma‘

and _H__wmw ‘Oats, yesterday. thréatened to

dw_...mmm thé Maize Board marketing system’

because” of -their dissatisfaction with the
latest maize prices, -

mcowmmamu said the gap between the
fixed price.received by -farmers and that
uma by millérs was unacceptable. This
meznt the noEvamm,,ﬁo__E be forced to
bypass the mEnHm.ome_mu system,

Last week Agriciilture Minister Kraai
van Niekerk announced that millers would
pay R515 a ton for white majze and R495
for yellow. Farmers would receive R330 a

Su mua a Ez__m—. wmo e mu:m EHE#SM

The; .noEﬁmEmm said’ darmers’ -over- -

" production, which'led to:a loss on exports,
‘would cost .thé "consumer' R600m, - or an

- - extra R1 per 10kg bag of mielie Emm_

‘Premier Group, chairmdn and CE;:Peter

- ‘Wrighton said: “I think we are going to be

-forced to bypass the Maize Board. We can-.
‘not continue under these circumnstances.”

Tiger Qats mumnﬁém director Hamish
McBain’ mma “The oua?smw to remain

s ¥

- competitive is- to bypass the ‘board..The
- farmers have grown too much maize de-..
: mw_ﬂo ﬁmg:._mm. mun now they are mwbmﬁ.

_sbmo__pa.m_z
o and MUNGO SO0GGOTT

Em others to pick up Eo tab.”

Wrighton said.-the major moon Emszmmn.r
turers coyld be: forced to do what smalléi-
millers did and bypass the board. He said :
major millers wpuld meet Van’ zmmwmuw[
over the problem{ E% J 1Tt .

Sapa reports that the board responded-
strongly to the feod companies’ claims. that
local consumers Were paying higher prices =
to recover theR600in lost on exports.

The statement by Tiger Oats, m._.nﬂ_mmn

ﬁ

EANE N

H.,oomms woonnog and Maizecor hadiere-
‘atéd¥some seriously flawed _Euummmwoam:
+"“In 'faet the selling price for'maize for
thie 1994/95 marketing season is lower than
last year. The price for white maize for the
consumer has.dropped 5,5% from R545 a
ton -to:R515. Yellow maize prices have

dropped 2% from R505 a ton to R495.”

: The board said the farmers were carry-
ing the.cost of exporting maize. With the.
current selling price of maize and-break-
even costs for commercial supply‘ard de-
mand,-farmets could expectiareturn of
R430. m,ﬁonwmoamcmn farmers. ﬁomE re-

= —

cejve only R350, ﬁ ﬁon wmnm__mm ﬁumw ﬂc&a

haye to foot the bill to export the mE,EE.

McBain said he stood by the facts of the

e

food; companies’ statement. Even in-real

R Syt

terms the selling price had. increased,
Van Niekerk mnno__unmn

)

Emmni:_m

by

steps to nwmﬁ up plans for a new, Em_um
marketing scheme by the end of >=m¢mﬁ

A “committee of experts”
pointed, chaired by Agriculture.
ment chief director Attie Swart.
work out a new maize scheme. .
mittee would canvas all interest
who wmn until June 24 to submif pr

would be.ap-

Depari-
to chel

he com- -

groups,

o@ommum.

= e i | bt o
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BY DEREK TOMMEY
" The Maize Board as it is now
: “eonstituted, with
- could be fighting for its Jife.-

the board the coup de grace is
[its pricing policy for this -sea-

i 1S0M's Tecord maiZe . érop, now

LRt

* estimated at 13 million tons, up
~from around 8,6 million tons
last year.

One would normally expect
when there is a record crop for
the consumer to benefit
_.JAhrough substantially lower
prices.

it single-,
channel marketing systemj

K

-, -hat seems likely to' give

i:.Em this year’s white

Maize price to the consumer

h
b

.,U. Hu

the consumer
been so small

B

as declined, the reduction has
een relatively smajl -— 5,5
ercent to R515 a ton, '
The reason the decline in
maize price has
is that the Maize
oard is levying R110 a ton to

Subsidise the expected 5,5 mil-» 2

l

on tons of maize exports.

These exports are expected to
sell at R110 to R120 g ton

below the local consumer
price.
This means that the coun-

r....[IY'S poorest population

I8 mumum_.bm. to pay Hﬂmano.ﬂu\.uw.ow in ey

group

export subsidies, says Peter
Wrighton, chairman of Pre-
mier, the couniry's biggest
miiler. S,

Farmers have also seen
their maize price cut — from
R417 to R350 (if they get an

‘agierskot of R20) a ton. -

But because of the jump in
the size of the maize crop, they
will not do so badly as their
gross mcome will rise 22 per-
cent to around R4,4 billion,

Apart from imposing a, huge
burden on the poorest sector

-of the community, the Maize

Board's pricing policies are

,&.mc,nmn&mma,Hdu.dnnoﬁmmﬁm -

e L e

Wrighton.

farmers to plant

. Although the Government
“héis'spent a lot of money in the
past three or four years en-

aoﬁmm?m farmers to reduce-

acreage planted, it has actual-
ly grown by 27 percent, says

The result is that South Afri-

¢ is having to export maize at--

a loss, ‘while having to import
sunflower oil and other com-
modities which could be grown
here,

However, there is also
mounting criticism of the
whole philosphy of the Maize
‘Board and especidlly its policy

of exporting maize at a loss,

The Maize Board claims that
this brings in valuable foreign
exchange — but at some cosi,

However, some eeonomists
maintain that lowering the
maize price to nearer the pro-
ducer price and lowering the
country’s cost structure would
inerease exports and generate
far more foreign exchange
than the Maize Board can.

The Maize Board is also
being eriticised for its export
marketing policy. It is claiinad
this it is unsophisticated ;ang
plays into the hands of foreign
buyers. T g

—_————
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Board hits back in maize row

Al

m BY NORMAN CHANDLER
PRETORIA BUREAU

A row has erupted within the
maize industry over claims by
food manufacturers that lower
maize production prices are not
being passed on to consumers.

The Maize Board, in an un-
precedented attack yesterday on
four major food manufacturers
— which claimed this week that
consumers were paying some
R600'million a year to recover
export losses on maize — said it
was in fact the farmers who
were carrying the cost of export-
ing maize.

Premier Milling, Maizecor,
Foodeorp and Tiger Oats said
on Tuesday thal consumers

faced the likelihood of escalating .

prices despite the 12,3 million-
ton maize harvest.

However, the board said “the
fact is that the selling prices for
maize for 1994-95 ate lower than
those for last year”, adding that
“prices for the man in the street
have fallen in real terms by be-
tween I&fnd 16 percent”.

Regrettdble

It saiﬁ".th‘e:‘;t('mfé companies
“conveniently ignore the fact
that Maize Board price propos-
als are subject to consideration
by the National Marketing Coun-
cil and the Minister of Agricul-
ture and that, this year, & Cabi-
net committee was also involved
in the final.approval of this
year's price& Meu 2e.

The board added that it was
“regrettable that the blessing of
an excellent maize crop is being
misused by a few buyers with

P e

P
i et
s

uncerta?: motives, The positive
aspects of the large crop have
been totally ignored . .. the crop
will earn us (the board} in the
region of R2.3 billion in foreign
exchange, and the consumer
price of maize, which has drop-
ped since last year, will be ap-
proximately 18 percent below
import parity in the main maize-
consuming areas.”

Meanwhile, the maize market-
ing system is to be reviewed,

Agriculture Minister Dr Kraai
van Niekerk said in Pretoria yes-
terday that 2 committee had
been appointed to undertake the
task.

van Niekerk asked farmers,
food companies and consumer
bodies to make their proposals
by the end of the month,

» Maize Board under
fire - Page 17

—
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he fixing by the State of

the price of maize, and

the mark-ups which

accur before it reaches
the consumer, is causing apo-
plexy on the platteland.

Farmers, already under finan-
cial pressure due to long yvears
of drought which saw rising
input and equipment prices, are
angered at what they perceive to
be a lack of understanding on

the part of the State, agricultural

1

think-tanks and the food indus-
tey-over their plight. .
Now the fact that Agriculture

--'Minister Kraai van Niekerk has,

after weeks of pressure, decided

to appoint a committee to inves-
tigate how majze is priced is
also hardly likely to make farm-
ers very happy, particularly as
they have specifically been ex-
cluded from the committee,
along with food manufacturers
and the Maize Board.

Farmers are apparently not
particularly concerned about the
exclusion of the manufacturers
in view of a statement by four
major compaunies earlier this

.week that eonsumers “will fool a

RA00 million bill for farmers’ in-
sistence on over-producing”.
This is a reference to the expect-
ed record harvest of 12,3 million
tons for the season.

Norman Chandler of

¥

The statement has also beén
roundly condemned by the
Maize Board.

Farmers claim that they are
unable to make ends meet due to
the R515/ion selling price for
white maize and R495 for yellow
maize which was announced by
Van Niekerk recently for the
1994-95 marketing season.

The prodicer price has been
set at R350,11/ton and farmers
have been promised a further
R20/ton from a Maize Board con-
tingeney fund if there is suffj-
cient revenue to do so.

The new selling prices —
reached after talks with Land

Affairs Minister Derek Hanekom
and Trade and Industry’s Trevor
Manuel — are 5,5 percent and
2 percent respectively less than
last year,

Farmers say the prices are
not high, as claimed by the
ANC’s Land and Agricultural
Policy Centre, which has also
called for a reform of the maize
pricing system, .

Dr Renier Couture, an east-
ern Transvaal farmer who has a
French economics degree, says
it is “absurd” that the producer
price should be so low an
argues that last season’s prices
were_ politicallv motivated, His

view is that the Government did
not want too much money to be
available to farmers due to the
political situation pertaining at
the time on the platteland.

Last year, militant farmers —
many of them supporters of the
Conservative Party and right-
wing organisations — threa-
tened to take the law into their

- own hands over security issues.

“Ittput costs are inereasing by
about 15 percent a year and it is
therefore logical to ask why
aren’t prices going up 15 per-
cent? Costs and outputs are

- reaching a limil. The price we

get for our mealies cannot pay

—<— aize farmers warn of devastating losses if their crop prices remain low, reports
The Star’s Pretoria Bureau

apoplexy

@3‘ cuzZe.

for implements that are needed.

“It is not true that prices
should come down because of
so-called bumper costs. There
are no bumper crops,” according
to Couture,

He is calling for a system of
seperate prices for internal and
external use, not the present
“mixed price”, and argues that
the only way to determine pric-
ing was by starting with the con-
sumer figure and not with the
producer priee.

He claims there are high
markups in the pricing chain —
“the miller, the wholesaler and
the retailer are making a profit”.

National Association of Maize
Producers (Nampo) leaders also
say that “a low producer price
will put the economic survival of
thousands of farmers and their
labourers at grave risk”.

The chairman, Jan Schabort,
says that although this season’s
crop will stimulate other sectors
of the economy, the fact of the
matter is that the income gen-
erated for the farmer by export-
ing maize, after transport and
port costs have heen subtracted,
is substantially lower than that
of inland sales.

"It follows that a lower export
price will negatively affect the

producer price ... widening the
gap between the producer price
and the Maize Board's inland
selling price to such an extent
that both the buyer and the sell-

- €r are tempied to circumvent the

official marketing system.”

Nampo claims that the Maize
Board, in trying to keep the
pbrice gap as narrow as possibie,
will seriously jeopardise the eco-
nomic survivai of 15 000 maize
farmers.

Giel van Zyl, Nampo’s general
manager, has gone on record as
saying that a low producer fig-
ure will bring thousands of farm-
ers to the brink of bankruptey.
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MAIZE BOARD

Under altack on all sides

i \Flblag

Will the embattled Maize Board survive?
The major industrial maize buyers — Tiger
Oats, Foodcorp and Premier Group — smell
blood and are intent on applying even more
pressure to the board.

Last week Agriculture Minister Kraai van
Niekerk, under attack for the maize prices
that he announced late last month, reopened
the issue yet again by appointing a commit-
tee to look into the whole maize marketing
and pricing system. The department’s mar-
keting director, Attie Swart, will chair the
committee.

For now, this season’s prices are set at
R330/t (with the possibility of an extra R20)
for maize farmers (well below last year’s
R417/t) and wholesale prices of R515/t for
white maize and R495/t for yellow maize.

Yellow maize millers (who make the ani-
mal feed for poultry, dairy and red meat
producers) feel especially aggrieved because
the price they now must pay the board for
their maize has dropped by a mere R10/t
from last season’s despite this year’s huge
surplus crop. White-maize millers (who pro-
duce for human consumption) got a R30/t
price cut.

With the projected bumper 12,5 Mt maize
crop (Business May 20), the board will ex-
port about 5,5 Mt — but at the world market
price (US$110/t), which is well below the
government-set selling price. The system en-
sures that overseas buyers get a better deal
on local maize than SA buyers do.

The real point of contention is the R165/t
gap between what the yellow-maize farmers
get from the board and what the board
charges its industrial customers. That money
— along with the R185/t gap for white
maize — goes towards funding the board.
Last year the gap was R128/t,

“It is grossly unfair to expect the major
milling groups to pay this huge levy to help

What the food companies pay
vs what the farmers receive '@

A per ton of maize
600 -

500 - Wholesale prica

400 -

/- MAZE P i
o e MATIONAL MAIZE PROBUCERD ORGAMSATIDN |

cover the board’s (expenses) while hundreds
of new, small millers casily bypass the
board’s system without paying its levies,”
says Meadow Feeds MD Graham Ebedes.
“These gnys undercut us by contracting
directly with farmers. Both parties make
better profits while we have to uphold the
antiquated single-channel system.” The sys-
tem mandates that maize farmers must sell
their annual production to the board and
that only the board can market the maize.

Leon du Plessis, the board’s assistant GM,
operations, confirms that the price gap is
perceived by some buyers to be a problem.
But, he says, May deliveries showed no evi-
dence of farmers illegally holding back prod-

EMecuze
uct or bypassing the board.

But for some time, many of the 10000
farmers have been bypassing the board and
selling directly to small independent millers.
Tiger Oats, for one, indicates that by con-
tinuing to pay the board-mandated price, its
bottom line has suffered.

David Cooper of the ANC-linked Land &
Agriculture Policy Centre has also criticised
the wholesale price to companies. “We be-
lieve that it places an undue burden on con-
sumers and raises the prospect of widescale
evasion of the compulsory levies.”

Despite R280m provided by government
to maize farmers since the mid-Eighties to
entice them out of maize production and into
other crops, the board’s pricing policies have,
since 1990, encouraged farmers to increase
the acreage planted under maize by 27% —
to 3,9m ha. n

SOUR SEASON FOR SUGAR

The sagor industry has just had its worst
season in years. Production for the
1993/1994 season was 1,172 Mt com-
pared with an average 2,1 Mt, according
to SA Cane Growers’ Association chair-
man Rodger Stewart in his annual review
this week. “Most parts of the industry
continuetl to experience devastating
drought and the result was that this was
our smallest crop since the 1965/1966
season.”

He adds that Rl,Sb‘zﬁv;;;'s(ﬁsg#‘indus»
triaf revenue and foreign exchange earn-
ings from the last three successive disas-

* “The financial position of many a capable

trous seasons. The growers share of this
loss is R1,1bn. There was a correspond-
ingly depressing knock-on effect to rural
economies in parts of the eastern Trans-
vaal and KwaZulu/Natal. Says Stewart:

sugar farme

reains a cause of great

e mssueiAtion has, how-
ever, negotiated extended rehabilitation
programmes for cane growers hit by the
1993 drought, with government depart-
ments, the Land Bank and the SA Sugar
Association’s Financial Aid Fund.

TRANSNET
A continental leap

The new SA has formed ties with Russia,
Cuba, Tanzania and many other old en-
emies. Libya may be next. SA, now rehabili-
tated after years as a pariah, and Libya,
which has replaced SA on the world polecat
rankings, could soon be doing business to-
gether.

Libya has asked Transnet, the State-
owned multimodal transport giant, to tender
for a US$4bn project to build a 1 600 km rail
line from Libya’s eastern boundary with
Egypt to its western border with Algeria,
foliowing the Mediterranean coastline
through Benghazi and Tripoli. The invita-
tion came from Libyan Foreign Minister
Omar Montasser to Transnet MD Anton
Moolman. Montasser was in SA for Presi-
dent Nelson Mandela’s inauguration last
menth.

“We have investigated the matter and can
tender for the project,” says Moolman, refer-
ring to the sanctions that apply to Libya. His
view is supported by Adrian Guetka, a
professor of international relations at Wits,
who believes that the UN sanctions apply
only to countries operating air services to
Libya and supplying it with oil-drilling
cquipment. <

“There is no reason for SA to adopt a
sanctions policy that goes beyond the UN's
requirements,” he says. An official at the US
embassy says: “I guess that SA is applying
UN sanctions, not US sanctions, which are
complete.”

Libya is feeling the weight of US and UN
sanctions because it refuses to hand over two
nationals to be tried in either Britain or the
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‘|| THE Maize Board’s control of rmealies

:is at breaking point because farmers
are hypassing its single-channel mar-
keting system to take advantage of
the large differential between produc-
er and consumer prices.

Niekerk has been asked by food
groups such as Tiger Qats to, justify

{4} his decision to support a R185-a-ton

gap between the price received by
farmers and that paid to the board.
Farmers are selling on the black

‘||| market to fetch higher prices and

milling their own maize for sale at

. * Agriculture Minister Kraai van -~

prices helow the board’s, says Tiger

Farmers defy

- By KEVIN DAVIE

Oats’s Hamish McBain. o
The price differential enables the
board to recover large losses from

- .exporting surpluses at world prices,

which are considerably lower than
those in South Africa.

Now there are fears that if more
farmers defy the sysiem to reap high-

er profits, the beard will lose revenue
and the taxpayer will be asked to help
make up shortfalls, =, 1-F PDN:
It is‘estimated that the SA consdm-
er will pay R600-milion over and

“above : world prices for maize this
.year, partly to subsidise exports. -

The row over this year's R185-a-ton
levy has been exacerbated by the de-
cision of the Swart committee, which

is _.quwmmmmum a marketing and prie-

Maize B

S 1 Teo (Riss

ing system, that the levy be set at the
muore realistic level of between R30
and RS0 a ton in 1995,

From next year, the hoard will act
as a buyer of last resort. More discus-
gion about the new pricing system is
expected, but indications are that it
will be freer from next year.

But discontent over this-year’s levy
— which adds ahout 10% to the retail
price of mealie meal — is growing.

oard’s control -

“ Mr McBain says Tiger Cats has
asked the minister to justify the R185
levy, with a_view to bringing a court
challenge.

Nampo gen manager Giel van
Zyl says he believes some farmers
("hosmeelers”) are by-passing the sys-
tem but most are selling via the offi-
cial channels.

- Mr Van Zyl says the extent of the
‘levy (R157 a ton plus R20,38 as risk

hJ

_

insurance) is unfortunate but it I
being used to get rid of the u..@ﬂ.“
marketing system. \
Nampo supports sales being made
via the Maize Board cp a voluntary

basis. Mr Van Zyl says most farmers
will sell to the board. He says differ-

- encés are best solved through negotia-
Cui 2&.- tion: legal action may oely make mat-
~'ters worse. -

Tiger Oats belifves the levy is at
least R100 a ton too high and that it is
artifically inflated through silo cqsts
and suspect calculation of the rand’s
value, railage costs and world prices
in the next 12 months, ,

=
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Workers ‘must hgye saé/, on maize’

THE Cosatu-at‘hliated Food and Al-
lied Workers' Union (Fawn) resolved
at the weekend to call for worker
representation in all discussions on
the maize industry marketing
scheme and on the maize committee,

Fawu general secretary Mandla
Gxanyana said yesterday seasonal
workers in the fishing industry were
also discriminated against in terms
of current policy, and the unicn ob-
jected to this.

After a national executive council
meeting at the weekend, Gzanyana
said the council rejected Agriculture
Minister Kraai van Niekerk's non-

[ emica Janvowrr2

transparent approach which ex-
cluded worker representatives.

“We do not feel this is in the spirit
of reconciliation or ... democratic
principles.”

Gxanyana sald Fawu believed
workers were a major stakeholder in
maize production and had been ex-
cluded from discussions because “the
Minister is seeking a speedy resolu-
tion to the problem at the expense of
finding the best solution”.

Workers were affected by the
maize price because many were

puorly pand a&epended on such
staple foods.

Gxanyana satd the council had also
discussed the fishing industry and
*vigorously objects to the position
taken by the quota board with respect
to the exclusion of fishing quotas for
seasonal workers”.

He said a new fisheiies—policy
which complied with the require-
ments of the reconstruction and de-
velopment programme should be de-
vised and implemented immediately.

“Under the present circumstances,
the union is prepared to take action
until the situation affecting seasonal
workers is resolved.”
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'Staff Reportée 2
THE maize markeéting systém
is being circumvented, ac-
‘cording to Minister of Agri-
] ‘ceulture Kraai van Niekerk,
‘.., JN: & statement he said the
system was being’circum-
vented by some role players

certdin direct sales were hot
paid. iz, x

+“Thie problem is that buy-
ersywho do.motspay. the. levies
to ;the ;Majze-Board have an
unfair adyantage over those

War-on.maize
Wa onmai;

and that essential levies on .

who pay levies in terms of, .

.leygkg%}i,gers
the ‘Maize Se eme)’ ke ?ﬁ

-»The committee which’ he
had put at.the disposal of the
industry to develop a new
marketing system, was mak-
ing good progress and details
of the proposed scheme would
be announced.

“The introduction of a
scheme, however, depends
greatly on the orderly conclu-
sion of the current-season.
Non-payment of levies hy7as
few for short-term’profit icafn
have serions consequences for
all farmers and the hoard.”,




MAIZE MARKETING ——
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Edging to deregulation

The single-channel majze marketing system
that forces farmers to self nearly all their
maize to the Maize Board should move a step
closer to the scrap heap next week, when the
board looks at the recommended marketing
system that may open the industry.

But the five-man committee appointed by
Agriculture Minister Kraaj van Niekerk to
recommend a new system (Business June
17) still has a lot of work to do to find a
compromise between the farmers — repre-
sented by the Natjona) Maize Producers’
Organisation {Nampn) — and the buyers,
namely the main food companies Premier,
Tiger Oats, Foodcurp, Genfood and Ton-
gaat-Hulett, as well ag major feed user Rain-
bow Chicken.

Committee chairman Attie Swart, who is
the Agriculture Department’s chief director
of marketing, says the old system will remain
in pla.ce until next April, when the current
marketing season ends, He expects the com-
mittee to hand in a recommendation to the
board by the end of the month. The board
then has to repogt to Van Niekerk by the end
of next month Mecuze.

A driving forge motivating the changes is
Gatt, which goes into effect in January. The
woridwide trade agreement does not allow a
country to ban all private imports of a prod-
uct, as happens with maize in SA. To replace
the' protection afforded by import control,
the maize producers are demanding a high
tariff on imports. Naturally, the processors
want to be able to import maize freely,

Nampo has proposed to the committee:
O A 35% tariff on imports;

8 Free competition for imports, after hav-
ing tariffs imposed, in coastal areas;

O A protected injand market, where a for-
mula price will be determined each year by
the board (based on the tariff, import parity
and cost of transport to Maritzburg); and

O A mandatory role for the board in getting
rid of surplus maize, based on Nampo’s sug-
gested, annually fixed, inland price.

No provision is made for regional prices,
suggesting existing subsidies between areas
should continye. Nampo aiso favours phas-
ing in a new marketing system containing

FINANCIAL MAIL » JULY » 22 » 1994 » g3

strong elements to keep prices stablc._

“But everything is on the table for dlsc_us-
sion, including the position of the farming
co-operatives and their grain silos,” says
Nampo GM Giel van Zyl. .

The processors and buyers are supporting:
O Zero import tariffs; .

I Regional pricing instead of subsidies;

O Silos operated commercially — they are
now merely rented storage bins for the
board, which assesses levies to repay the
R3500m due to the Land Bank for the grain
silos, even though some levies have been
repaid in full; and

C1 Sveiptodarnion “1o°bnsure 4 reasonable
degree of market stability and as.surt,:, pro-
ducers get a minimum remuneration.

The maize price, say buyers, should not be
set to suit political expediency, but should be
determined by level of carry-over stocks,
world prices, the exchange rate, transport,
handling and financing costs, the ]opg-term
weather forecast, estimated crop size and
extent of projected local sales, )

Endustrial customers, who must buy their
maize through the board, support the de‘{e]—
opment of a commodity exchange, to prov_1de
for futures trading and an information
source on prices and volumes traded.

Van Niekerk is on record in support of
market forces. “The market must make the
price. As much as 1m ha should no longer b.c
planted to maize. And the way to stop this
(excessive planting) is not thréugh some con-
trol system but by making the price unat-
tractive for marginal growers.” n




-IN its mﬂ:ﬂm months of operation, the
Soweto ing Company has increased
- output almost ten-fold, one of the many
i| small maize-meal producers to grab a
: bigger share of the market in recent
4 moenths.

| Food giants such as Tiger Oats,
Premier Milling, Foodcorp, Rainbow
Chicken and Tongaat, which mill about
80% of all maize in South Africa, are
feeling the pinch.

It has been reported that by the end of
the year, about 500 small and medium-
sized millers will be in operation and that
even some farmers are now milling
maize for their own feedstock.
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Millers take a bite

By DON ROBERTSON

PARTNERS IN MAIZE . .. William Shomgwe and Vernion Pheiffer, who attribu

Many of these millers are buying maize
directly from farmers to avoid the Maize
Board’s R185/ton levy, which is added to
the R330 a ton paid to farmers.

This tactic is putting pressare on the
poard's single-marketing scheme and
Minister of Agriculture Kraai van Nie-
kerk has warned that, as a result, it might
be impossible to maintain the system. A
new marketing scheme is expected to be
announced scon.

Soweto Milling buys its maize from the
Maize Board and pays the levy but, with

out of food

S Tiveo (Russ)

imaginative marketing techniques, has
increaged throughput at its New Canada
mill near Soweto to around 350 tons a
month from about 38 tons at the beginning

of the year. ) =3 )94

“We are more in touch withi the people
than the big companies,” says Vernon
Pheiffer, one of Soweto Milling’s three
partners. The others are William
Shongwe and John Nel.

“We mix with the people in Soweto as
often as possible. We have functions offer-
ing samples of the meal at shopping cen-
tres, have personalities and music and
offer prizes such as soccer balls and T-
mruimuuu ~
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giants’ fare

The product, African Sun, is sold
through 300 shops in Soweto and is also
available on the East and West Rand.

Mr Pheiffer plans to hand over the
operation to Mr Shongwe in due course
and open up more mills which he wili
eventually hand over to other black entre-
preneurs. Negotiations are now taking

lace in Durban and Northern Transvaal
or the establishment of new milling oper-
ations.

“We provide jobs for more people for
the capital involved than the big com-
panies,” says Mr Pheiffer. Soweto Milling
employs 30 people for an investment of

R300 000.

Picture: ARISHAD SATTER
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‘Maize sales plan
goes to: Minister ..

& 5 o L8 qis

THE proposal to scrap the single-cha
system for marketing maize had been put
to Agriculture Minister Kraai van Nie-
kerk, the Maize Board said yesterday.
Details of the plans remained confiden-
tial, but soiirces said they cenired on let-

¥ tlng market . forces take control of <the
B maize sector, cutting the Ministry out of

pricing. The board’s monopoly over im-

i} porting was expected to be broken up,

+ leaving it responsible mainly for exporting

excess maize production.
it was understood' that farmers who
chose not to market ithieir produce would
still be' able to sell through the board.
Board chairman Jan Schabort said the
new scheme would come into effect for the

season starting in May. The proposals had -

been referred t nment’s national
marketing coungill

National Maize Producers Associativn
chairman Ké'rneels Claassen said Nampo
expectggato review details of the scheme at
an.exifaordinary congress this month.
~"The board had attempted to keep details
of the proposals confidential until the Min-
istry made an official statement.

Sources said limitations on direct trans-
actions, such as forcing the farmer to sell
only on the buyer’s premises, would prob-
ably-be dropped. Levies on handling and
storage were likely to fall away. Co-opera-
tives with silos and silo users would prob-

' ably determine storage costs.

"It 'was also likely that maize could be
imported to supply coastal areas. It was
estimated that it would be cheaper to im-
port ‘maize from the -US toithe. Western
Cape than to transport it. from the PWV.

- International prices are about R250/ton,

against SA's R310/ton.

A et A A
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Rebel millers crush m

, SiTrsn CBUSS)

TJ MAJOZI, “Mr Fixit” at the

Armed with a celfular phone and From his premises at the Small
a wheelchair, he has set up a non- Business Development Corpora-
profit business teaching Orange tion’s Palestine Hive at Orange
‘Farm residents how to mill their = Farm, he has taught nearly 5¢ local
own mealie meal with maize residents, many of them spaza shop
bought illegally from local farmers  owners, to mill their own mealie
for as little as R270 a ton, nearly  meal with cut-price maize.

half the Maize Board’s R505 a ton. Bypassing the board’s controlled

GRINDING AWAY . . . Orange Farm entrepreneur T J Majozi with a bag of ‘illegal’ mealie meal
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Orange Farm squatter camp south By CIARAN RYAN able to sell 12,5kg bags of unsieved
of Johannesburg, has no qualms maize at R3,99, wel below the nor-
abont breaking the law. mal shop price of R14.

Picture: COBUS BODENSTEIN

e system

I
pricing system, some millers E.a%lm.ﬁﬂ:m local entrepreneurs by fi-

nancing the purchase of milling
machines. “There are about 180 ¢00
families in Orange Farm and un-
employment is running at 65%.
This is our contribution to alleviat-

Mr Majozi i5 contemptuous of the
Maize Board.
“We run thiS3s a non-profit job  ing unemployment.”

creation scheme for the people of
Orange Farm and if they interfere,
I will publicise how they make food
more expensive for the poor.”

Mr Majozi says the SBDC is as-

Nils Dittmer, executive director
of the Organisation of Livestock
Producers, is helping t{ownship
millers o source maize direct from
farmers.




'Sharp cuts in mage&gdu%% C),L}]kely

THE maize industry could cut production
at least 15%, following the expected scrap-
ping of the single channel maize marketing
system, analysts said at the weekend.

The new maize marketing system, ex-
pected to be unveiled this week, is likely to
lead the industry to limit preduction to
domestic usage. Export production would
sustain losses.

Sources said the indusiry was already

LOUISE COOK

mand for dry bean seeds at unprecedented
levels. Dry beans are a staple food and
exempt from VAT. S8A producers are fail-
ing to meet local demand of 108 000 tons of

beans a year, and about 48000 tops are
being imported from China
Sources said maize could a e used as

fodder, and pota were another likely
alternative crof 2, ) [l)cd 29,

switching to alternative crops, with de-

-

)
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Scrapping system
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THE ‘scrapping of the one-
channel maize marketing system
will have a major effect on the
bottom line of supplier com-
panies;to the agricultural indus-
try, says agricultural informa-

tion company, acts director
Jim Ranken. Mou 22

The Maize 8 role would be
reduced to exporting excess produc-
tion, This could atfect maize produc-
tion, especially on marginal land, as
farmers would no longer have the
security of a guaranteed buyer.

Farmers on marginal land, espe-
cially in the drier regions, could
switch to other crops, resulting in a
40% drop in maize production.

An industry source said prices of
inputs such as fuel, fertiliser, machin-

.ery and chemicals would come under

pressure. Suppliers would have to
slash prices to stay in business and
farmers would be able to command
favourable deals. . \

John Deere MDD Bert Pepler said a
reduetion in maize production was
expected.

If farmers resorted to ariy large-

will caus

b
Wayss

[ ™ Louise cooK

scale reduction, it would be a major
blow, he said. Tractor sales had start-
ed to pick up only last year after a
sluggish period.

However, SA Machinery Associ-
ation chairman Gerrie de Jong did
not foresee any serious decline in
tractor sales. Farmers would switch
to other crops which would also re-
quire mechanisation.

The country's tractor fleet was
ageing and would have to be re-
placed, he said.

A major diesel supplier to the agri-
cultural sector, Total SA, said large-
scale reduction in maize production
would see a drop in sales, but the
company did not feel threatened.

Any drop in sales would be coun-
teracted by the switch to crops that
still required diesel for production.

Fertiliser supplier Kynoch .de-
clined to comment. Can

OTK co-operative assistant man-
ager Sampie Landman said deregula-
tion would be chaotic and farmers
would be hardest hit..

- . -
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THE scrappmg of the single-channel maize marketing
systemnwas annomnced yesterday at a conference of the
- National Maize Producers’ Organisation in Bothaville.
The conference proposed that the Maize Board remain
in existence, but with the export of surplus maize as its
main: responsiblity. The single-channel system would
stiltapply to the export.-market as the Maize Board
would be the cnly body allowed to handle exports.”
Leyies would remain on all maize transactions, but
would be determined according to new formulas, The
conference also favoured lower productio ¢
exports at depressed international prices w
Based on this year’s maize crop the revised levy would
have been R42 a ton instead of the R180 under the single-
channel scheme to the Maize Board, the conference said.




BUMPER maize and wheat
crops in 1993/94 boosted net farm
income 37,7% to R6,8bn for the
year to June — indicating a re-
turn to normal agricultural trad-

yesterda

The AgricultuFe Department’s eco-
nomic directorate said in its latest
quarterly report that agriculture’s
contribution to GDP increased 16,2%
to R14,7bn, representi 4,1% of the
total GDP for 1993 (%

Farmers’ cash flow rose 26,6% to
R7,7bn, due to the 12,5% increase in
gross income to R25.2bn relating to
higher income from field Crops,

Production volumes increased
76%, while producer prices in-

creased only 19% on average.
Econometrix economist ‘Tony

Twine said this was a result of prices

dropping as shortages fell to reach

. normal supply levels.

Interest payments remained a
major ‘cost item, directly related to
relatively high interest rates and the
high level of farming debt, which
reached>R18,4bn (R17,2bn).

Economic directorate assistant di-
rector Neels Meyer said interest pay-
ments amounted to 10,6% of gross

Harvest lifts farm
Income {

R6,8bn

[___AMANDA VERMEULEN |

income for the year, compared to
only 55% in, 1980,

. . . 4- - -Kxpenditure on intermediate
Ing conditions, economists said..i¢.
mauw

goods and services increased 10,7%
to R10,7bn, an increase in line with
inflation, said Twine, .

Prices of farming requisites, up
9,4%, also increased in line with infla-
tion, while investment in machinery,
implements and vehicles rose 41,7%
to R1,4bn. Twine said this also indi-
cated better farming conditions cre-
ating more income for inv tment,
and a need for more equipment to

" "eope with larger crops. :

He said while some increases had
been “phenomenal,” they had come
off a low base created by severe
drought earlier in the 1§90s,

Prospects for the coming year
were good, although growth would
not be as substantial as in the current
year. This was mainly due to the
current increases merely returning
levels to average.

“Agriculture is held hostage to
weather conditions, which makes it
very difficult to make long-term pre-
dictions. However, the 1995 year
should see good results.”
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R1,4-bn in earnings at current prices

Maize exports seen

hitting 4

" mBY NEIL BEHRMANN

London — SA maize exports!
will rise to 4 million tons over;
the year to June 1995 from 1,5
million the previous twelve
months, estimates the Interna-
tional Wheat Couneil.

Prices, of course fluctuate,
but at present quotes this
translates into export earnings
of R1,4 billion.

rts, however, are likely
to fall the following year be-
cause the London-based coun-
cil, which represents grain
producers and importers, has
sharply reduced estimates of
theSAcrop.

Following expected lower
maize output in 1994/95, there
is likely to be less available for
exportin199596. _

The eouncil forecasts that
the SA maize crop in the year
to June 1995 will be 9,5 million
tons, down 23 percent from the
bumper 12,4 million crop in
1993/94.

In 1992/03, the crop was 10
million tons.

Depending on global crop re-
turns, SA maize exports could
glide in both volume and price
terms in 1995/96.

ce June, maize prices in
Chicago, the leading interna-
{ional grain exchange, have
tumbled by 22 percent.

Earlier in the year, the price
of maize was firm becanse of
speculation about weather and
because of crop fears.

The council forecasts that
worldwide maize production of
583 million tons in the
1904/1995 season will exceed
the previous year's by 71 mil-
Hon.

On the export market, SA
will be competing with the US,
which is expected to farm 234
million tons in the coming
year, against 161 million pre-
viously.

China, another leading
maize
produce 103 million tons,

1t will have exports of at
least 10 million tons available
for the Asian markets, normal-
Iy keen buyers of SA produce.
Russia, is expected to reduce
its imports of maize.

The maize price slide, how-
ever, is beginning to abate,
says Bill de Maria, assistant
executive director of the coun-

cil .
Prices are aiready factoring
in expectations of larger sup-

r, is projected to

" 20184

phies, he says. Moreover, Far
East buyers, representing
about half of world imports,
&r:ﬁl;ar inhunting, says De
Yet the market is very com-
petitive. High quality SA yellow
and white maize in the past
iwo months has sold at prices
ranging from $98 and $107 a
ton, says the council, com-
pared with prices of $130 a ton
last November.

Prices, and hence the value
of exports, fluctuate. Yet the
price decline will be a disap-
pointment for farmers.

For example, the value of
gales of 4 million tons is $520
million (R1,861 million) at $130
a ton. It shrinks to $400 million
(R1,430 million) at the lower
price.

If prices do not revive and
volumes are smaller next year,
maize export earnings could
be sharply lower in 1995/96.
Even so, the result will be far
better than the 1992/93 season
when SA had to import 3,5
million tons.

Maize is being sold to sever-
al African couniries such as
Kenya and also in the Far
East, notably to Japan, Tai-
wan, Korea and Singapore. In-

million
Soi™

tons

dividual SA grain destinations,
however are marked ‘‘un-
known” by the council.

The seerecy of SA officlals is
gurprising, considering that
the country is now the darling
of the international communi-

ty.

SA wheat production is esti- |
mated at 2 million tons in
1994/95, the same level as in
1993 and up from 1,3 million
tons in 1992,

SA will be importing about
500 000 tons of wheat at higher
prices in the coming twelve
monshs.

Wheat prices have soared
by 18 percent from their
twelve-month lows because de-
mand is well in excess of sup-
ply. The global wheat erop will
crumble to 536 million tons in
the year to June 1935 from 559
million the previous year, fore-
casts the coumeil.

World consumption could
exceed supply by 18 million
tons, while stocks are equive-
lent to only 10 weeks of de-
mand.

Production is lower after &
decline in crops in Canada,
Australia, Russia, Ukraine, Ka-
zakhstan, Moldovia and the
Baltic states, says the eouncil.




defy Maige

SEVERAL of the country’s
largest millers are with-
helding maize levies esti-
mated at more than R100-
million from the Maize
Board to force the govern-
ment to revise the system.
Among those withhold-
ing levies are Tiger Oats
and Foodeorp, and and
hundreds of smaller mill-
ers around the country,
Widespread bypassing of
the maize-marketing sys-
temn — which requires mill-
ers to pay levies of R185 a
ton " over and above the
R330 it costs for a ton of
maize — has depleted
MaiZe:Board reserves.
The levy was imposed to

Board levy

M) C@u&&

By CIARAN RYA

subsidise ‘maize exports
following this geason’s
bumper crop of close to
12,1-million tons, 5-million
more than is eonsumed do-
mestically. |3 | 4|4
Millers say up to 1-mil-
lton tons has been withheld
from the Maize Board. This
could represent a loss of
R150-million to the hoard.

A Maize Board spokes-
man says it is aware of all
circumventions of the
maize marketing system
and is seeking to recover
the levies.

Though the board admits
there are circumventions
of the system it is “not to
the extent that people ori-
ginally envisaged”.

Maize Board general
manager Hans Swart says
the board is investigating
all circumventions as
required under the Agri-
cultural Marketing Act,

Haydn Franklin, chair-
man of Tiger Qats Milling
and Baking, says there is a
“window period” during
maize harvesting season

between May and August’

when millers traditionally
buy maize direct from the
farmer instead of the
Maize Board.

(BYMaize
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MAIZE INDUSTRY
Dumping the scheme

Muaize farmers recently gave their blessing
{0 a new marketing scheme for the maize
industry which will effectively close the
door on the old single-channel, fixed-price
system which has been in operation for over
60 years.

But while farmers have shown their
willingness to accept change and to allow
the market to determine prices (subject to
price stabilising measurcs during the years
of surplus), a number of hurdles remain to
be cleared before the new dispensation is
enacted:

() Agriculture Minister Kraai van Niekerk
must respond to certain alterations pro-
posed by the co-operatives to the scheme,
which was drafted by a special committee
of experts under the chairmanship of the
Department of Agriculture’s chief director
of marketing Attie Swart; and

0 The Maize Board must formally draft a
new scheme, which, in terms of the Market-
ing Act, must be submitted to Van Niekerk
and investigated by the National Marketing
Council which must then advertise the

e v

storing grain for a

Maize silos ...

proposed scheme for comment.

Only then can the new scheme be for-
mally introduced, closing the chapter on
single-channel marketing in the maize in-
dustry. Departmental officials are confident
the new scheme will be gazetted in time
for the new season which will start as soon

as the first summer rains fall.

Other problems

But, apart from the requirements of the
Marketing Act, there are other unresolved
issues which could create obstacles to the
introduction of the new scheme.

One is the extent of the loss (if any) the
board may suffer in marketing the current
bumper 12,5 Mt maize crop.

Thousands of tons illegally bypassed the
official levy system as farmers and willing
buyers negotiated direct deals and omitted
payment of the statutory R175/4 average

e —————

rin a

Fon A9l
levy on white and yellow maize which is
to be used to finance the board’s storage,
marketing and financing costs (including
the huge discounts sustained in exporting
the 5 Mt surplus at world prices of around
USE100/t). Ui z2€&

Most of the big buyers refuse to pay
these levies and the losses from this source
are estimated at twice that of the illegal levy
bypassing. If the board suffers any sub-
slantial losses on its current marketing
costs, these will have to be recovered via
future levies or subsidies from government
as its stabilisation fund is depleted.

Another issue that will have to be Te-
solved is the fact that farming co-operatives
have teservations about some of the func-
tions of the board in the new scheme. They
see it as yet another statutory scheme but
one with fewer benefits for producers and
co-operatives than the former one.

Says Steyn Terblanche, vice-chairman of
the Free State Co-operative: “In the terms
of the Swart proposals, the Maize Board
will not only be the sole export agent but
also the buyer of last resort in the local
market. And it retains certain powers to
advise the Minister on marketing policy.

“Tf co-operatives were to take any future
position in buying (or selling) maize at their

= own behest or on behalf of
%) farmer clients in a free market,
they would need to have a tree
hand without any intervention
or competition from a statutory
& Maize Board. The board cannot
| be referee and player at the
1 same time.”
| In spite of his reservations
-i| Terblanche says if the scheme
-] were imposed on the co-op-
eratives “we would do our ut-
most to make it work.”

The scheme proposed by the
Swart committee provides for:
O A special levy of about R42/t
(to a maximum of R252m a
year) to be paid by local maize
buyers on local market sales of

up to 6 Mt. This levy would be
used to subsidise the export of surplus

maize, normally sold at a discount to the ;

local market price;

0 Should the crop fall short of local market
needs, producers would be subjected to a
similar levy as local market prices would
be based on import parity and local buyers
would have to pay more for meeting the
shortfall from imported maize; and

O The Maize Board would be the sole
exporter of surplus maize. It would alse be
a buyer of last resort at a specified floor
price for any producer wheo could not find
suitable local buyers for his crop. A “nor-
mal;” statutory levy would also be charged
to producers to enable the board to meet
floor price demands.

This aside, once the new scheme is
implemented a free market should exist
between willing buyers and sellers of maize
in SA with the price being formed freely

90 + FINANCIAL MAIL « SEPTEMBER = 9 » 1904

by market forces.

International price trends (subject to any
import tariffs now being determined by the
Board on Tariffs & Trade and the use of
export levies to stabilise prices), would
effectively set the minimum selling price of
maize in the local market — whether
through import parity pricing during shott-
fall years or export parity pricing supported
above this from the Maize Board stabilisa-
tion fund during years of surplus.

Says Rainbow Chicken director Barry
Hundley: “This is an historical devel-
opment. If accepted as proposed, the new
scheme will allow willing buyers and will-
ing sellers to freely determine prices in the
market, But a steep learning curve lies
ahead for many parties — including some
co-operalives.”
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Maize Board digs
in on marketing

JOHANNESBURG. — The Maize Board had the
support of the Agriculture Minister to implement
the single channel marketing system, through legal
action if necessary, Maize Board chairman Peter '

Cownig said yesterday. . . .
The. Maize Board has already threatenedﬂ.llegal
producers circumventing

. action against buyers and
the single channel systeim, which rejusips effective
until May. mézé
Tiger  Oats executive director S cBain
said the proposed new maize marketing system,
which planned to do away with the single channel
marketing system, might never see the light of day.
He said the new system was more market driven,
but would retain the services of a Maize Board,
albeit with radically veduced powers. It would al-
low farmers to gell their erops freely.
Th‘e“.Concerned Buyers' Group, representing Tiger '
Qats, Premier, Tongaat, Genfood and Rainbow
Chickeuns, who buy more than 80% ofmaize produe-
tion, would defend any court action, McBain said.
The group had tried to persuade the bogrdsto re-
solve the matter out of court. 2T p,%j‘q j q4il.
Broup d refused

i esented by th
ers who sold produce

to collect levies from farm

directly to them. At least 1-million tons of maiz ha

been sold this season without the R185/ton levy on

diréct transactions being collected ‘
National Marketing Council chairman Gerhard

Basson confirmed that the battle b.etWeen the board

and food companies was continuing.
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SA maize exported

SA WAS officially exporting large;amounts
of maize into Africa for the first time since
the lifting of sang ons, industry sources
said yesterday. py=. ¥ 2,
.Leading expo group: Louis Dreyfuss
said a large portion of this year’s 5,5-mil-
lion tons of excess maize was reaching

African countries. Southern Africa alone

was expected to have a.shgrtfall A6-
million tons, this season.
Maize Board sources san-8A ha sold

140000 tons of high quality maize, at $10
above;the world price, to the UN for food
aid, p;:;lpging in revenues of about R14m.

German maize expert Erich' Nuppenau

sald this week there wasrhuge potential for

LOUISE COOK

was a regular importer of ‘about 113 000
tons a year. Changing regional trading pat-
terns would lead to increased sales to
neighbouring countries.

Sapa-Reuter reports that the Soufhern
African Development Community said this
week it would set up a R30m revolving
fund to help countries short of food buy
from those with surpluses. SADC food se-
curity sector co-ordinator Reggle Mug-
wara said the fund was- part of a bid to
boost intraregional trade in staple food.

The SADC would setup a financing facil-
ity with R30m as seed capital and was
1ooking for extra funding.

further SA exports. So far, only Botswana
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Huge SA 'maize exports

to Alrica simnce sanctions

CT?—# 9 %ﬂ,(}m:pesponden MHI2E

JOHANNESBURG. — South Africa was officially i
exporting large amounts of maize into Africa for the !

first time since the lifting of-sanctions, industry
sources said yesterday, ?
. A large. portion of ‘this yea®s 5,5 million tons of

excess. maize was reaching African countries.
Maize Board sources said SA had-sold 140 000 to'is *

of maize, at $10 (about R36) above the world price, to"

the UN for food aid, earning R14 million in revenue‘.‘




SMALL B%ﬂ PEBFECTLY FOERMED - Hans Enderle
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band and leave the crop to”
the free.market with effect '
from the end of the current
season in'April next year, 2
. The decision was taken at”
a meeting of the board on'

approved by the
Agriculture.
. It appears
decided to press ahead with ,
its own demise after eo:,
operatives, until mow its’
most loyal adherents, a¢-’;
cepted the need for change. ’

2519

into a much scaled-down SA {
Maize Exchange. The ex-
change mll offer a floor;-

rr“%

By TEIGUE PAYNE

that the board‘f

The board will change &

price to farmers only if
there is a surplus for ex-
ports but not for production
aimed at the local market.

Wednesday but has. yettobe @ﬁe, From April the price

maize farmers will recewe
will vary widely.

The limits of the vari-
“ation are likely to be be-
tween the import price —
currently around R650 a fon
in the PWV — and the ex-
port price — R280 a ton.

Farmers and millers are
reportedly scrambling to

‘sign forward contracts to

reduce the risk.
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SA, BLESSED with a bumper maize shortages in the Horn of Africa due to
crop, is building bridges with neigh-. unfavourable weather or unrest.
bours and domor organisations in a ' Madagascar's food crops have suffered
drive which ¢ nrxglﬂ; ita re%'onal_ . veyclone damage. Sub-Saharan Africa, ex-
grain basket. (233 oA 3" ¢luding SA, had an estimated food import
‘SA has the potential to become a grain” Frequirement of 12,5-million tons of cereal
basket for Africa,” senior manager in the .{qver the past year. J s U IV
marketing Maize Board's economics de- % Eniioh said the Maize Boards role in an
pa‘x"tment Mike Elliott said yesterday. ;*'ﬁ;‘é'f'iinpreebdented regional food import pro-
~ “The Maize Board is actively involved “: oramive which followed the 1992 drought
in eatablishing contacts and building rela: "3 proved “a milestone of achievement that
tions with other African countries and “enjoved international recognition” al-
donor organisations,” he said. ... U " though technically SA was isolated by
drﬁ;}éhlgﬂth“jgsc ef:fuﬂr‘;e!;dmfggﬂ;s its worst ., antl-apartheid sanctlons at the time.
y expec SSabH g . H
to harvest 12,14-million tons of maize this 34! “The direct contacts that were built up

r
-7

- W T

this ivith otherwise inaccessible organisa-
year, far exceeding local needs. NG o Ll
However, its partners in the Southern -, Hons, us and places proved to be of

African Development Community (SADC) *; pararount importance,” Elliott said.
are likely to é’,peﬂence a 15% (fall in More than §-million fons of maize were
cereal output, according to the SADCs 5 Shipped thirough SA ports as part of the
e e hared Food Sectrity Unit. i > % programme, roughly half of it destined
It coticaated that SADC countries - for nelghbouring states in an operation
excluding SA which joined the grouping , dubbed The Great Grain Train. ;' -
recently — faced a cereal shortfall of 3,51 j‘**l-{ As partof a new initiative, Maize Board
million ton, an increase over last year's.’: riembers had visited countries such as
2,97-million tops. .~ - ro Vs Botswana, Kenya, Tanzania, Uganda,
These SADC countries include Angola, ~ Zambia and Zimbabwe to discuss sales
Malawi, Tanzania, Mozambique, Zambia, " arrangements, and negotiations were un-
Zimbabwe, Namibia, Botswana, Lesotho ° der way with donor organisations. " .-
and Swaziland. 2A4teas * » ke Discussions would be held soon with UN -

N be SADC usit spoke of “ah impending “organisations such as. the World Food

crisis” In food security in Malawi, Tan- *Programme and the UN High Cominis |

zania and Zambia, where drought had .sioner for Refugees, the Red Cross in
severely rediced cereal supplies and 'Geneva, -the European Commission in
prompted calls.for international assist- £ Brussels and other donor states and or-
ance, and the érisis in war-torn Angola, -, ganisations in Europe. Lo
Elsewhere, according toa UN Food and . '--“One of the problems with supplying
Agriculture report quoted by Elliott, ‘Africa is the availability of adequate
Rwanda’s civil unrest will significantly funding. It would be possible to supply the
aggravate its expected food shortage, . entire continent if the grain were to be

9

while millions of people face severe food - ' given away,” Elliott said. — Sapa-Reuter.
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Maize Board lashes out

. at govt mefflcle,ncg '

LOUISE CODK %

THE Maize Board has lashed out against government for
alleged inefficiency, unfulfilled election promises,
misusing funds and position-seeking of its officials.

The Maize Board's publication Maize/Mielies said in its
jeditorial that promises had been made about the

|possession of agricultural land and “participation of
all population groups” but “signs of [e on and
resistance” had become apparent. 72 |{ | .

It said “unfulfilled promises are smothered by funwise
spending of government funds” but did not give exam-
ples, and warned against “ad hoe crisis decisions” that
were “in the offing”, but again failed to elaborate.

The article lashed out against government consultants
and advisers it claimed were unqualified to do the job.

“In the first place there is the problem of position-
seeking by some agricultural leaders and even those
who are hardly involved in agriculture. : N

“Often they were accepted as advisers, not as a result of
thejr qualifications, ability or acclaimed success but
as a result of pseudo reputations as agricultural
leaders or even simply because they have arrived first
at the scene,” it said. A B

The rod was not spared for officials who were accused of
serving undeserving causes. “There is the group of
white officials (and by implication it must be empha-
sised that this is not a generalisation . . .) who, for the
sake of job security, will make and support any recom-
glend%tion tha;it:ey feel the new gwgt;.imlrgent wants t(:

ear. Once again the jnterests of agriculture are no
being served.” rMicuze .

The publication urged farmers to support the reconstruc-
tion and development programme where it promoted
commercial agriculture.
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Maize Board lashes out
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THE Maize Board has lashed out against government for .:
alleged inefficiency, unfulfilled election promises,

- misusing funds and position-seeking of its officials.
The Maize Board’s publication Maize/Mielies said in its .
tieditorial that promises had been made about the -
1. ( ssession of agricultural Jand and “participation of

Il population groups” but “signs of rebellion and -
resistance” had become apparent. 22 rll v
It said . “unfulfilled promises are smothered by 'unwise’
spending of government funds” but did not give exam-
ples; and warned against “ad hoc crisis decisions” that
. were' “in the offing”,-but again failed to elaborate.
_ The article lashed out-against government consultants’

" and advisers it claimed were unqualified to do the job.

“In the first place there is the problem of position:

. seeking by some-agricultural leaders and even those
who, are hardly invelved in agriculture. -

“Often they were accepted as advisers, not as a result of '

their qualifications, ability or acclaimed success but’,
as a result of pseudo reputations as agricultural
Teaders or even simply because they have arrived first
- at the scene,” it said. .
| "'The rod was not spared for officials who were accused of
. serving, undeserving causes. “There is the group of
 white officials (and by implication it must be empha-
stsed that this.is not a generalisation . ..) who, for the.
sake of job security, will make and support any recom- -
%, mendation that they feel the new governmient wants to
“! ;/heat, Once again the joierests of agriculture are not
being served.” Y o
. ‘The publication urged farmers to support the reconstruc-
tion.and development programme where it promoted
commercial agriculture. " "
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MAIZE INDUSTRY

A last ditch stand

an
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Once ugain, the Maize Board is in the firing
line. Legatl action is due to commence in
the Pretoria Supreme Court next week
questioning the powers, rights, legality —
even the existence — of the so-called maize
scheme, the board itself and the enabling
Marketing Act. Cited as respondents are the
board, the Minister of Agriculture and the
National Marketing Council.

The move follows the collapse of last-
ditch efforts by Agriculture Minister Kraai
van Niekerk this week to try to resolve the
impasse between the board and the so-
called Concerned Buyers’ Group (CBG),
comprising Tiger Oats, Foodcorp. Premier,
Genfood, Tongaat-Hulett, Godrich Milling
and Rainbow Chickens, over the non-
payment of compulsory board levies on
direct matze sales between buoyers and
sellers (Business October 21).

Apart from the legal hiatus and the
washing of the industry’s dirty linen in
public, the new maize scheme, due to be
effective from May 1, might also be a
victim. The court hearing will call into
question the powers and existence of the
Marketing Act and the maize scheme —
and that after all parties had agreed to an
orderly transition to the new scheme.

Says Van Niekerk: “By the end of this
week, 1 hope to publish the new scheme
for final comment and it should be gazetted
by December. Maize producers have al-
ready been informed of the basic changes
to the existing scheme and agreed to these
changes at a recent Nampo meeting.”

This long-awaited structural change
could well now be compromised by the
CBG court action.

Following the refusal by CBG members
to pay the compulsory levies, the board last
week called up the CBG guarantees it has

in its possession, valued at R39,5m. In -

response, the CBG will now “regretfully”
proceed with legal action against the three
parties, its chief spokesman, Tiger Oats
executive director Hamish McBain, says.

The CBG has apparently prepared further
documentation which will be submitted,
through its attorneys, to the State Attorney
for further court action. McBain says, apart
from this, the CBG has also presented proof
(including photographs) to the Minister, the
Marketing Council and the board which
indicates that a large number of “illegal
sales” had taken place during the past
season. It says no action has been taken
against any of the perpetrators — except for
calling wp the CBG’s guarantees.

But the board charges that the CBG's
R39,5m in called-up guarantees represents
97% of all outstanding levies owed to it on
direct sales. It says it has, to date, received

R55m or 57% of the R9m it is owed in
levies on direct sales. McBain disputes
these figures. He says close to 1Mt of
maize has been sold directly to other parties
outside of the CBG group and that these
levies are also still outstanding.

Van Niekerk says he regrets matters have
reached this stage. He says he tried his level
best to mediate between the opposing
parties, who argued on indeterminate issues
such as future moves in the value of the
rand and international maize price trends in
1995. “But my hands are also tied in terms
of existing legislation which enforces the
payment of compulsory levies on direct
sales. As soon as the new scheme becomes
law, we will have an effective free market
with only voluntary levies and free regional
price-forming. But the court case could do
wntold damage to the maize industry specif-
ically and agriculture in general by setting
back reform,” he says.

But McBain has little doubt about where
the accountability lies. He says the CBG
action could in fact speed up real reform
of the maize industry. “The Maize Board
was inflexible in its approach and unwilling
to seriously consider constructive proposals
made by the CBG. The matter will now be

argued in the Supreme Court, Pretoria, in
the week of November 22.”

McBain says notwithstanding strenuous
efforts by Van Niekerk to resolve the issues
in dispute, the board seems determined to
go the other way. In addition, he says it
has steadfastly refused CBG requests for it
to open its books so that all parties can
together resolve its budgeting problems.

Apparently the board last year overpaid
farmers by about R125m. But this year it
made a R65m-odd profit on hedging op-
erations on the Chicago futures exchange,
as well as profits on earlier maize imports.
CBG members feel these issues need to be

(D Meouze

brought into the open, as they are convinced
they are being victimised by a recalcitrant
board fighting a rearguard action against the
imposition of a new maize scheme which
would vastly reduce its powers,

With the SA Futures Exchange this week
announcing that its new agricultural com-
modities exchange could be up and running
by early next year (it has issued a prospec-
tus and application lists for 80 seats, to be
issued at R50000 each, which it expects
to be over-subscribed) and that forward
screen trading could take place from next
July, it seems regretiable that the court
action could prevent the maize industry
from joining in the action, a

PROTEA HOTELS
Into Africu

Protea Hotels executive chairman Otto
Stehlik’s dream of developing a tourism
route from Cape Town to Cairo along the
east African coast has taken a giant leap
forward. With the company’s first venture
in Egypt —- a 160-villa complex and a 54-
bedroomed hotel scheduled for completion
in March — the group is now represented
in nine countries on the continent.

Changed politics in many African coun-
tries, including SA, has aided the com-
pany’s ecxpansion, says Bemard Cassar,
head of Protea's African and Indian Ocean
Islands division. “The idea is to develop a
tourism route, similar to that of Europe,
making Africa more than a one-stop des-
tination for foreign tourists.”

Protea aims to attract international
tourists while keeping accommodation af-
fordable for local residents and business-
men in the countries in which it operates;
it also wants to offer inter-regional pack-
ages to South Africans who are being lured
to African destinations for the first time.

The hotel group’s aggressive expansion
into Africa has given rise to concern that
the group is about to dominate the Kenyan
hotel market.

But Cassar says: “We are not interested
in establishing monopolistic networks.
There are many powerful hotel groups in
Kenya. We are merely one of them.”

He says the group is comnmutted to
managing and marketing hotels for the
owners. “We're also committed to training
and using local expertise in the countries
in which we operate.” This is done either
through programmes at Protea’s Cape Town
head office or by establishing training
centres in various countries.

“We provide vast opportunities for em-
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ployment. In Malawi, for instance, we run
seven hotels, a head office infrastructure
with 22 people. a travel agency and are
responsible for managing the restaurant and
bar at Blantyre airport,

“In addition. we cater for all in-flight
meals on SAA and Air Malawi between the
two countries and on all outgoing Air
Malawi flights other than to SA”

The company was recently rated by
influential US magazine Horels as the 33rd
largest hotel management group in the
world and one of the 50 fastest growing
hotel companies in the world. |

Business as usua

Uncertainly there may be about the final
outcome of recommendations on the future
of the SA motor industry. But vehicle
manufacturers aren’t hanging around to find
out what they will be.

Delta Motor Corp’s recently announced
R520m four-year capital expenditure pro-
gramme —- as well as new products to be
launched by Toyota and Audi, among
others — are a signal that the industry is
carrying on business as usual as gov-
ernment officials struggle to make up their
minds,

The Board on Tariffs & Trade (BTT) 15
due to announce its final policy recom-
mendations on the car and light commercial
vehicle sectors. It is also studying a recently
completed report by the government-ap-
pointed Motor Industry Task Group on the
future of the medium and heavy com-
mercial vehicle industry.

In both cases the eventual outcome is
certain to be heavy cuts in protection
against imports in an attempt to make the
industry 1nternationally competitive.
Changes are likely to be imposed from the
middle of 1995. Question marks hang over
the eventual level of protection and the rate
at which it will be attained — and how long
government will take to decide. Local
companies” foreign principals, in particular,
have expressed frustration at the perceived
lack of action in sewting protection and
investment ground rules, warning that po-
tential investments could go elsewhere.

Meanwhile local companies must soldier
on. Delta’s R520m capex programme will
cover new vehicle ranges and improve-
ments to assembly facilities. Having just
spent R30m buying Samcor’s disused
Struandale plant in Port Elizabeth, Delta
expects to spend another R50m refurbishing
it. Once that is dome, existing annual
production capacity of 51 000 vehicles will
be lifted to over 50 000.

Toyota’s announcement that it is close to
agreement on assembling ultra-heavy Pe-
terbilt trucks from the US, is another sign
of optimism over the future of the SA
market. Similarly, this week’s launch of the
locally built Audi A6, suggests local man-

ufacturers are hoping 16 . whatever
the final shape of industry legislation.
October vehicle sales figures, though not
quite as sparkling as some had predicted,
nevertheless indicate that demand is gen-
erally healthy — particularly after the
earlier five-week strike.

o

October vehicle sales

Total %*
23,9

Cars
. Coralla /Conguest 3 282,
- * Camry 975, other 9

5. Golf Adetta {new) 1 684,
. CitiFox 1 618, Golf/ Jetia 19,5
_{old} 84, Aud) 95

Sentra 1 796, Maxima 71,
2008X/300ZX 5, Fiat 16,5
> Uno 1 087
;> Honda Ballade 1 043, M-Benz ;' * .
;C-Clags 935, E-Class 146, (&
14 8-Class 23, other 1

S

-Series 1 209, 5-Series 138,

1:358 Sl
-Series 11 i

e 0,0
*% of the total car market

1904 ) 1393 |9 Change|

October 17884 17050 +4,9
Jan - Oct 157 572 164 058 -4,0
Sept (11 418) ~ Oct +56.,6

Light.commercials /.. -~ o v - s
Toyota 3878 (36,3 % of the market). Samcor 2 267
(21,2), Nissan 2 238 {20,9), Delta 1 738 {16,3),

VIW 445 (4,2), AAD 119 (1,1)

Cctober 10685 8346 +28,0
Jan - Qct 8430% 81361 +36
Sept (6 308) — Oct

+69,5

Medium commercialg ™~ 7. v e B
Toyola 122 (40%), Samcor 85 (27,9}, Delta 48 (15,7),
Nissan 33 (10,8), M-Benz 8 (2,6), Ivaco 7 {2,3),
AAD2{0,7) :

October 305 231 +32,0
Jan - Qct 2764 2530 +8,2
Sept (244} ~ Oct

+25,0

Heavy.commercials: .« 5 r o e
M-Benz 220 {30,6%), Missan 96 (17,3), Toyota 91
(16:4), Delta 46 (8,3), MAN 44 (7,9), Tyeo 32 (5.7).
ERF 19 (3.4}, lveco § {1.4)

October 556 434 +28,1
Jan - Oct 4635 4083 +13,5
Sept (514) - Qct +8,2

Total.vehicle sales . -0 0 T
Toyota 8 357 (28,4%),Nissan 5 326 {18,1), Samcor
4351 (14,8), VW 3926 (13,3), Delta 3503 (11,9),
M-Benz 2 376 (8,1), BMW 1 358 (4,6), other 233 (0,8)

October 26430 26061 +12,9
Jan - Oct 249272 252032 1,1
Sept (18 478) — Oct 459,3

Sourca NATIONAL ASSQCIATION OF AUTOMOBILE MANUFACTURERS OF SA

SPORT SHOES

Running up cosfs
g

With the return of top’ sport shoe man-
ufacturers like Nike and Reebok to SA
earlier this year, many hoped the price of
branded sport shoes would drop. Instead
they have increased dramatically in the past
seven months.

If you feel inclined to pamper your feet
with a pair of lightweight shock-absorbing,
ankle-supporting trainers or a trendy lace-
less power-inflatable sports shoe, be pre-
pared to fork out anything between R250
and R700.

While the decline in the rand is partly
to blame for the price spiral, the main
villain is import duties of up to 70% on
most athletics trainers.

“The tariffs doubled out of the blue at
the end of March.” says Adidas MD Tony
O’Hagan, who also chairs the SA Sporis
Goods Agents and Manufacturers’ Com-
mittee, a body representing the leading
international sport brands.

On March 31 tariffs jumped from 30%
to 60% — plus a 15% surcharge — for
footwear with uppers made from a com-
bination of textiles and leather. (Shoes with
more than 51% leather were previously
subject to a 30% duty and 15% surcharge.
The duty on imported shoes with full-
leather uppers, such as court shoes, is still
fixed at 30% with 2 15% surcharge.)

As a result of this new ruling, any shoe
with textiles on the upper (not the tongue)
— even if it is in the lining or, as in the
case of Adidas, just three fabric stripes
sewn on the side of the shoe as a trade mark
— is subject to the higher duties.

Board on Tariffs & Trade chief director
Alwyn Kraamwinkel says the duties on this
type of footwear were increased in response
1o an urgent application submitted by the
Commissioner of Customs and Excise.

It seems officials were unable to judge
the composition of the uppers so the same
“high” duty was placed on shoes made from
a mixture of leather and textiles,

In line with Gatt, the maximum 60%
singie duty has now dropped to 55%. It will
be reduced by 5% a vear to a base rate of
30% by 1999.

But importer: for an im-
mediate reductip the duties to the
otiginal base rate of 30% and for a phasing
out of the 15% surcharge. They say in the
US the duty on shoes with uppers with less
than 51% leather is only 10%, while that
on shoes with uppers with a greater than
51% leather content is 8%.

“We cannot keep costs down. In addition
to the basic import duty (55% or 30%), one
must add the 15% surcharge, 14% Vat and
around 6% for freight charges and in-
surance,” says joint MD of Nike distributor
Odyssey Sports, David Hirshowitz.

Reebok MD Mike Clarke says they have

v Continued on Page 121
——— e
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*ﬁase could
%EZIII maize, -

ﬂE maize' marketing sys—
sm is likély to blow apart if
iR case “being brought by
108, ‘major. millers agamst
;}t e Maize Board in the Pre-
§tor1a Supreme Court -pro-
lceeds, writes TEIGUE
{PAYNE % ma,n_e,

The cas® Tollows the re-
}Eusal of -South’ Africa’s’ big
ﬁxmlﬂers, which' accountfor

the! vast, majority of maize
giichases,’ to- pay " Maize
Board levies_on direct pur-
mhﬂses 7n"the 'past season.-
g,’I'hese levies totalled R185
sp% “ton, two to three times
levels in recent years,
L The big millers bringing
’ﬁle *action, the' Concerned |
.Bu ers Group, ; are Tiger |
ats, Foodcorp, Prémier,.
Jenfood, Tongaat-Hulett
nd Godrlch Milling, It fol-
lows the Maize Board's ac-
ionin calling up thé CBG's
E\iarantees worth R39,5m.”
It The CBG has agreed to a
uture system in-which its
jmem erswouid payamuch
oyve levy to the : Maize.
o‘ard. 'But‘, the shrapnel

giny- levy .payment at’ all.
i One".ground «of the CBG.
! ﬁge Jg-that ‘the board has
jnot effectwely pursued’the
grOWIng! number 'of small
tiillers-who have. circum-
fvénted the levy, allowing
in2ini’ t0-undercut: unfairly. |
{The! CEGY % Gaisg™ cotld-he:
tarnong thé' “First’ to go to the'
anshtutx nal,Court. -

71.,?; Wags.

T
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A- MEETING today of the Concerned Buy-
. ers’ 'Group: - mcludmg Tiger QOats, Pre-

, mier Tongaat-Hulett Godrich Millmg and
Genfood = 'is ‘to debate the group’s next

. step. in its dispute’ with the Maize Board.

i -, 'This follows the rejection by the Pretor-

© ia Supreme Court on-Friday of an urgent
application by the group for an order to
.stop the board drawing on funds guaran-
teed by members of the group,

. l{e meetmg "would declde whether,
after Friday’s decision, the food companies
should Jpursue their, broader assault on the
-Maize Board. They criticise it for being

- skewed in"favour: of " producers interests

- and are also opposedto the summer grain
‘s¢héme = Wtuch has been:compared to

' “Sovxet-typc ‘controls” during the hearing

. — and;the. Agricultural Marketing Act.

Premier spokesmai David Frost also
-- accused the board .of -making use-of state

: attorneys and theréfore taxpayers’ money,

" to watd off the urgent interdiet against it.

Buyers’ group spokesman Hamish
- McBain said .counsel for the. group. were
still awaiting'a reply from the state attor-
ney regarding this, But Maize Board CE

.1 PetérCownie, hit:back, saying' this was

+ “provided for in, terms. of the Agricultural
‘Marketing: Act” and denied it.constituted
. theuseof consumers’ or taxpayers’ money

The Office of the State Attorney was not .

available for comment..

The interdict against' the board was re-
fused*wnth cosfs on Fnday after a three-
dayf hearing. 2 e

+Judge Willem van der-Me said the
applicants had failed fo meet the require-
ments fof; urgency He said they did have

© an alternative solutmn to approaching the
.court, and 'conld-simply’ have-instructed
‘their banks not'to pay the monéy.

,Van der. Merwe said the food companies

- had failed to,show that’ they did riot hidve

“the: %'neans to pay R39,5m in lieu of out- -
ing evies on’divect maize piirchases’
«“§Fom ‘producers. The' “applicants ‘Hadire™

" stan

Hstmcted their: pléas® to possible’ logs - of -

! interest, and’ opportumty costs™« -y
... He had also ruled against the application
because: it Was clear the applicants were

L

et e

unhappygmth the levies, but, must have'
: ‘ gTo Page 2 , s

- S
Maize
known the reasons for the levies, and why
they were so high,” he said,

“They had embarked on an attempt to
upset the Agr'cultural Marketmg Act and

must have realised the whole agricultura) -

industry could be harmed.” -
He said that the food companies were

“prepared to go to any lengths for their
own financial reasons”.

Cownie said the board was dehghted'

with the outcome,

He said the board was now abie to
handle maize in an orderly fashion and
that next year's propesed new maize

scheme could start with a clean slate.

In terms of that scheme. a freer market:
ing system for maize would start on May 1

~next year. The proposed scheme provides

for direct maize purchases between pro-
duders and buyers and the Maize Board
would no longer be the only hody pcrmltL
ted to market maize.

In terms of the proposed scheme, re-
duced levy payments of ahout R40 a ton,
rather than this season's R180 for white
maize and R165 for yellow maize, would
still be enforced on all maize purchases;
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THBERE had been a 28% reduction in
maize planted this season compared
with last'yedr, National Maize Pro-
ducers Organisation GM Giel van Zyl
said yesterday,

By the first week of December
only 1,8-million hectares' had been
planted in summer grain areas.

Van Zyl said it showed the “diffi-
cult- climatic’ conditions with which
' | producers were contendlng

Maize planted in Eastern Trans-
vaal was 13% less than a year ago,
with'Free State and Northern Trans-
vadl showing reductions of 41% and
83%, respectively.

Natal ‘had also recorded a drop
andin Northwest only 15% of the’
expected erop for next year had been
planted. © -

Van Zyl said if rain did not fall
soon1 ‘and’ durlng the first three -
months of the new year, the country
would face crop failure. | |

The' plantmg season for Eastern
Transvaal had already passed, but in

jtNor hern Transvaal and Free State
" maize could still be planited up to the
‘Eiﬂrgt Week'in January. .

SA needed e-tiillion tons of, ma1zeU

:ﬂa year?fop‘domestlc cunsumptmnw,_ .
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conténd with a less sympathetic gov-

ernment and a maize price this year

of R110 a ton compared to R14% a ton
/ last vear, he said.

Many farmers had shown interest
in switching to other crops but Van
Zy! warned that “there was no such
thing as an alternative crop”.

The whole of southern Africa was
experiencing a drought and all crops
would he affected.

Meanwhile, the bumper maize
crop of 125-millien {ons this year
had its downside, with fires taking
their toll on the insurance industry.

Sentrasure, which focuses on agri-
cultural crop insurance, paid out a
record number of more than 450
claims for maize crop fires during
the .winter.

. MD Pierre Maritz declined to give
a figure, but said farms in the Bel-
fast, Bethal, Potchefstroom, Delmas,
Ugie en Vrede districts were the

. worst hit.
st Belfast farmers submitted more
than 100 claims and nearly 40 Bethal
\fgrmers suffered serious fire dam-

uta{palzee ;armersuhave, hadste, .. age, he said,
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JOHANNESBURG. — South Africa
wou]_d';have to import maize next year
if it:did not rain this week, National
Maizeé Producers’ Organisation
(Nampo) chairman Mr Cerneels Claas-
sen warned at the weekend. SA last
imported maize in 1992,

The-industry was braced for one of
the;,‘i&orst seasons in many years, and
shortages of white maize in particular
c0}r1dld gpark serious food problems, he
sald. - .

So far this season farmers had plant-
ed .only  half, the usual amount of
maize. In thé’ gastern.parts of the
country planting time had passed. In
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the r?%ﬁ!s?ﬁ%nefs eould still

plant into the second week of January,

. but with the lack of rain the chances

were that these erops would fail. 0

Mr Claassen said the EL Nino pheno-
menon was becoming stronger and
rain in the next few weeks — if it

* materialised — was likely to be spo-

radic and inadequate.

H

“Nampo is also concerned With the
situation of the consumer, The Maize
Board is no longer in '@ position to

‘ protect consumers because of-the im-
minent serapping of the single-chan-
netl maize marketing system, whieh
has become redundant.”
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Poor rains grow fears
of maize crop ftgﬂjmi Ie

JOHANNESBURG. — Poor rainfall in
key maize growing areas of South
Africa has raised fears of crop failure.

National Maize Producers’ Organi-
sation (Nampo) senior economist Mr
Andre Ferreira said initial indica-
tions were that insufficient rain had
fallen in the North-West province, the
biggest producer of white maize,

Plantings to December 7 totailed
15% of planned plantings, and the po-
tential for further sowing after Janu-
ary 14'is minimal.

Nimpo said prolonged drought con-
ditions worsened the prospects for
late sowing,

Weather Bureau figures show rain-

20 to January 2 was about 20% of that
for the same period 2 year ago.

The bureau’s director of climatolo-
gy, Mr Mike Laing, said it had been a
typical problem season and the pat-
tern was likely to continue for the rest
of the growing season.

Maize Board general manager Mr
Hans Swart said white maize was “a
more crucial problem” than yellow
maize, It was not yet clear whether
imports would be necessary.

'@ Zimbabwe was the largest suppli-
er (206 450 tons) of maize in Africa last
year for the World Food Programme’s
relief efforts. M it 12
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MAIZE INDUSTRY

A new day

dawns

F 6/119€
The publication of the proposed new sum-
mer grain scheme (to govern the maize
industry in terms of the Marketing Act) on
December 15 made it official — SA will
have a new maize marketing scheme from
May 1.

From that date maize will be freely
traded in the local market with free regional
price-forming taking over from the old,
cross-subsidised “single-price” system in-
herent in the current maize scheme.

In addition, in years of shortage, and
subject to import tariffs now being de-
termined by the Board on Tariffs & Trade,
maize can be freely imported by any party.
The Maize Board, as the “single channel”
operator of the existing maize scheme, is
at present the sole importer.

Interested parties have until January 31
to comment on the new maize scheme, In
brief, it proposes:

U The introduction of measures and ser-
vices aimed at the stabilisation and de-
velopment of the domestic market for
maize with a view to “promoting the
functioning of market forces;”

QThe appointment of a new board con-
sisting of 11 members,
with six representing
large-scale producers.
Ounly one member rep-
resents small-scale
producers. The exisi-
ing board has 13
members, including
eight producers;

Q) The board can im-
pose levies, payable
by buyers or sellers,
and impose a special
levy (cwrrently calcu-
lated at about R42/)
to create a stabilisation
fund to subsidise the
¢xport marketing costs
of about 2,2 Mt of sur-
plus maize in a good
Season;

O The fund will be
used to support the
delivery price advanced to producers for
maize received in an export pool. Ef-
fectively, the board would determine an
export-related floor price for surplus maize,
which would be “subsidised” from the fund.
The fund would be constantly topped up to
meet changing export market requirements;
and

U Regarding the export pool, while it may
only export maize delivered into the pool,
it may also, “if the demand exists, sell it
in the domestic market at a price approved
by the Minister;” provided it recovers an

CNAIZE

amount equal to the special levy imposed
to finance the fund. It may also borrow
money to finance the export pool,

However, there are still uncertainties to
be sorted out before the new maize scheme
can be implemented. Among them is the
future position and powers of the Maize
Board. Will it still have a role to play in
the local market? Or will its functions be
limited to the management of an export
surplus pool funded by compulsory
stabilisation fund levies; collecting and
providing market information and statistics;
stimulating demand for maize; and advising
the Minister?

The future role of agricultural co-op-
eratives, which act as agents for the board
in collecting, storing and distributing maize
on behalf of the board, is still unclear. The
new scheme does, however, provide for
negotiations between buyers, sellers and the
individual co-operatives on the fees which
the co-ops will levy for storing and fu-
migating grain in their large silos.

The board now charges aggregate fees,
roughly based on the costs for all co-
operative silos divided by the year’s ton-
nages, to buyers and
sellers of maize for
services rendered to
it by co-operatives.

Free State Co-op-
erative deputy chair-
man Steyn
Terblanche says
many co-operatives
are not happy with
the proposals and
want the status quo to
continue. He says un-
certainty regarding
the future role of the
board is a stumbling
block to full accep-
tance of the
scheme.

“With the board
still able to sell into
the local market, the
position of co-oper-
atives acting as agents for their producer
members is compromised in taking a price
position on a future, free domestic market.
How can they compete against the board,
which obtained its stocks at lower prices
for the export pool? The board should
recuse itself from the domestic market”

Following the recent litigation between
the board and the so-called Concerned
Buyers’ Group over the nonpayment of
statutory levies, he says a similar problem
should be avoided by contractually binding
all parties to a commitment to pay levies.

But he says levies should only be payable
in years of surplus crop production — that
is when a crop of above the local market
needs of about 7,5 Mt is turned in.

Yet Maize Board GM Hans Swart be-
lieves stabilisation fund levies should be
paid every year to build up the fund.
“Should the fund be strong enough, one
could consider bypassing the need to im-
pose levies in a specific crop year” The
board, which still has more than 2 Mt of
maize from last season, is not sure if this
should be retained for domestic use becanse
of the poor season or exported.

Whatever the outcome, a difficult de-
cision for a producer-dominated board lies
ahead — and one which underlines the
complexities involved in trying to free a
controlled market.

PUBLISHING
Judgment day

Finance Week editor Alan Greenblo and co-
director Ronny Taurog could be ousted after
a Supreme Court judgment in applications
brought against them, Finance Week Hold-
ings and other shareholders by co-share-
holders Richard Rolfe and Lynne Hill, wife
of expatriate financier Oliver Hill {Business
November 4, 25 and December 23),
Oshy Tugendhaft, senior partner for the
firm of attorneys Moss-Morris Inc, acting
for the applicants, says that, having
achieved control of Finance Week Holdings
Lid, Rolfe and Hill propose dismissing
Greenblo and Tavrog as directors and then
dispensing with Greenblo as editor.
Judge Chris Plewman held in the Wit-
watersrand Local Division on December 20
that the applicants were correct in con-
tending that the pre-emption clause in the
company’s articles of association (article
89) was binding on directors and not merely
to be exercised in their discretion. From this
it follows, says Tugendhaft, that certain key
blocks of shares — notably those
purportedly bought by Greenblo and Taurog
from Radio 702 Publications (10 375
shares) should have been offered to all
sharcholders pro rata to their holdings.
But that issue is now largely academic
in the light of the other — more serious
— court findings about the initial allotment
to Radio 702 Publications of those shares
(comprising about 28% of the total share-
holdings), and its finding about the 10%
shareholding in Finance Week Holdings
held by the Finance Week Trust (of which
Greenblo and Taurog are trustees).
The applicants argued that the allotment
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imaize tariffs”)vs

v THE Board on Trade and Tariffs is to start a fresh
“investigation into maize import tariffs for the 1995-96
“marketing year beginning in May. 5
. ‘> Theboard has received a request from the Animal Feed
“Manufacturers’ Association for a zero tariff, while maize
traded at 2 world price Jeve] of R381, 50 a ton and a five
percent tariff if this price drops. -
. The National Maize Producers Organisation has'@lso
recommended a tariff to the board, but has declined to
disclose the import proteétion requested.
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New investigation-into

THE Board on Tariffs and Trade -
would start a fresh investigation into
maize import tariffs for the new mar-
keting season, which would begin in
May, board sources said yesterday.

“Since the maize marketing sys--
tem is going to change, the board
decided not to hand its recently com-
pleted report on the proposed maize
import tariff to Trade and Industry
Minister Trevor Mafinel, but to re-
launch the investigation.”

| .
Meanwhile the board had received
tariff recommendations from the
Animal Feed Manufacturers’ Associ-
ation, the country’s largest consumer
of yellow maize, and from the

LOUISE COOK. |

National Maize Producers’, Organisa-
tion (Nampo)1 ﬁ MAZE
The animal~{edd agsociation had

asked the board for a zero tariff while
maize was traded at a world price

_parrnso

e b TR L T B R 7 0 0

maize-tmpo t tariffs

level of' $109 a.ton; and a 5% tariff if
international prices dropped bélow
this level, association spokesman
Hansie Becker said. It

Nampo GM Giel van Zyl confirtned
that the organisation had also recom-
mended a tariif to the board, but
declined to disclose the extent of im-
port protection asked for.

Sources said the board had pre-
viously turned down a 36% tjrif/ re-

quest by Nampo. 24N |2 1] 14 <
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said.
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ed maize exports
significanit enough
mic policy. He said,
however, that the current adeount
becatse of uncertairity about domes. was slipping deeper into the réd, and
a part in decislons to raise

‘National Maize Producers Organi-

Kit le Clus said 5A

. The trade balatice would bé seri-
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Smaller harvests expected
niRE

HARARE. — Poor rainfall in paris of  ern African Ppevelopment Community.
Southern Africa could cut harvests by 1t said Angola, northern Mozambi-
up to half, forcing ggvernments to dip que and Tanzania had enough rain
into strategic reserves qnd ‘}mport ce- since November to produce reasonab-

reals, a regiond onitpring group 1e harvests. But in SA corn harvests
said yesterday. 3 were forecast at six million tons, com-

Near-normal Trarvests we expec- pared to 12m tons reaped last year.
ted in northern parts of the region, Only Swaziland had good rains an
but extra food would be needed al- can expect a bumper harvest “sub-
most everywhere else, said the Early stantially higher” {han that last year.
Warning Unit of the 11-nation South- — Sapa-AP T =} 'Ll q c
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{NSIDER trading in the maize indus- r LOUISE COOK Fing the industry”.
try could become rife and farmers But National Maize Producers’ Or-
unfamiliar with a new marketing sys- «Farmers are at present facing too  ganisation director Kit le Clus dis-
tem could be exploited, Central Wesi  many uncertainties -to be able to missed the claims. “Nampo has a
Co-operative’s grain trade vice-  make informed commercial deci- L'Jdutytoinforn'l farmers about market
chairman Konrad Keyser said. gions. In a maize shortage year far- ¥ conditions and the Maize Board
SA Futures Exchange agricultural ~ mers need certainty about the size of N\ would provide market information
markets division manager John Wix-  the crop, ruling prices on the Chicago f\) daily.”
ley said once the indusiry had dere- board of trade, import tariffs and\ Le Clus said the floor price and
gulated the floor price and import  import parity. Traders are also hit Q) tariff would be announced publicly,
tarift would become essential future  because they cannot decide whether eliminating insider trading. “Nampo
price indicators. Ingider trading was 1o buy maize locally or import.” % and the board would provide the ne-

i

possible over the next year until the Wixley said tarifs should be set for o Cessary information — from there
division was fully operational and 12-month periods and gaid the facty] the farmer would have to take risks
dealing in forward contracts. that they varied all the time was Ol his own.”




dividends tax,

SA’s controversial secondary tax on com-
panies (STC) -- expected to be addressed in
the Budget — could be replaced by a new
tax on dividends, tax experis say.

This would increase the competitiveness
of SA’s corporate tax rate, with STC cur-
rently ting in an effective tax rate for
foreign companies of more than 59% in
some cases, they said,

Tax sources sald an imputation system,
' which is characterised hy a direct link
between the tax credit given to the share-
holder who pays tax on dividends and the
tax pald by the distributing company, was
likely to be Imposed in one or other form.

The jntroduction of an imputation sys-
tem, “which has as many variations as
there are countries that use it”, would
probably follow the lines of the Australian
system, they said.

This system allows an “imputation cred-
it” for dividends distributed out of income
that has borne the full brunt of the com-

STC could be replaced by

say experts

| SAMANTHA SHARPE |

pany tax rate.

This would mean that the dividend re-
ciplents would not have to pay any further
tax, sources said.

Delolite Touche tax consultant Louise
Voaloo sald the only real alternative to an
imputation system was a return to SA’s
mu.d.m._d postion of 1090, which meant a

gher companies’ tax rate.

It would be difficult to address STC in
this month's Budget because of the lo
tles involved in setting up an alternative,
she said.

Independent tax consvltant Willem
Cronje said, howéever, that there was an
alternative to the imputation system and
pre-STC days.

A flat 16% tax on dividends awarded to
non-corporate shareholders similar to that
imy in Zimbabwe could be another
solution, Cronje said.

babwe, the bread basket of
southern Africa, are ex-
ww._nh«mn to produce less than

this year because of the

" |ference forecast SA’s next that the region’s overall

/A-million tons, down fro
12,5-million tons last year,
Depending on late-season, 20-million tons last year.
their normal harvest \\ rains, Zimbabwe will p

Maize harvest expected to be cut by drought

HARARE — SA and Zim- , gion's staple food, at about

pected to fall by between
'} 35% and 43% to about 12-
million tons compared to

Total projecied demand

bablyproduce eo»soym_—. the 1l-nation bloc is

drought, a regional p 800 000 and 1,3-million tons (y}about 16.million tons of
ning group said yesterday./~ of maize, down from 2,3- * maize. Stockpiles and food

The Early Warning Uni on tons last year, imports will have to make
of the 1l-nation Southern The unit said in its latest Mm for the 4million-ton
African Development Con-“—drought update bulletin 5 ortfall, but widespread

hunger is not forecast. —
Sapa-AP. ’

Nedlac will have to show
protectionism is over

r.a
. JOHN DLUDLU E S
,ﬁmm:.mamwna Eaﬁangvﬁ&ﬁm%ﬂqﬂ&?n

" lished National Economie, Development and Labowr=-

Council would have to convince business that the era of
protectionism had passed, sources said. . &
A source said exporters and big busineds played impar- ]
tant roles in stimulating economic growth, but there wasm
mounting concern that not enough attention was given by
government to creating an environment conducive to the
export trade. vine
The situation could be aggravated by increasing govr535
ernment focus on small husiness promotion. s weh
“Exporters and big business are a very important parfni
of creating growth. Small business cannot adequately 1,
pecform this rele now,” a source said. b
It was unclear whether the prometion of small busis
ness and the implementation of the sector’s policy frame=

work will be d th in the trade and industry chame..
. G ) A B TG
Trade ers-Welcoried theé make-up of the chanr; ;3

ber, saying that the representatives had experienceion.
trade and indastrial policy front. ~ aej
The inclusion of former Trade and Industry Depatts
ment director-general Stef Naude on the business sidens
was singled out as an added benefit to the chamber. ;..
A relative newcomer to the trade and industry chame
ber is Foundation for African Business and Consumegas
Services vice-president Reggie Hiongwane, . &i
Observers said the fact most of the old National Ecoss
nomic Forum members had been retained on the cham.
ber either as principals or alternate members of theos
chamber would boost its ability to reach agreements.cre
Developing a mineral and mining policy as well as.ag,j;
integrated agricultural policy would also form part -of~4
the chamber’s responsibilities. u"iard
“The old forum trade and industry task force oftep
referred agricultural issues to the SA Agricaltural Unionws
for discussion, thereby defeating the approach of triptirnm
titism. I guess a challenge now wili be to ensure that &l -
parties take part in debates,” a source said,

Jaat

‘harvest of maize, the re- maire production was ex-
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; "State Mr warren CHIistopher
arrives in the region in a bid to
revive them,

Even before the meeting at

Palestinians — though not the
three million refugees of the 1948
Arab-Israeli war — but never speci-
fied a timetable. — Sapa-Reuter

a
for pe?ége deadline

LUANDA: Hit by almost 200 Unita
rebel attacks a month, the Angolan
government called yesterday for
the UN to set and enforce a dead-
line for peace.

President Jose Eduardo dos San-

tos asked the UN to set a date for -

full compliance with a treaty the
two sides signed in November, and
to impose sanctions for violations.

Mr Dos Santos said the rebels
have fooled UN peacekeeping
monitors by switching from con-
ventional warfare to hit-and-run
“low-intensity combat” — despite
the agreement which was to have
ended 20 years of civil war,

“Unita has begun ambushes,
kidnappings and sniper attacks,”
Mr Dos Santos said.

Government General Higino
Carneiro said over 300 Angolans
have been killed by Unita guerillas
since the treaty signing.

Despite pgmlsing some 7 000

T g2 ‘
armed UN troops to shepherd
Angola back to peace, the UN has
so far put less than 40 unarmed
UN monitors into the Southern
African nation’s battle zones.

UN chief Dr Boutros Boutros-
Ghali warned this week he would
not recommend the deployment
of peacekeeping infantry to Angola
until government and rebel forces
fully comply with the ceasefire,

Anxious to avoid a repetition of
Somalia, where fighting erupted
on what should have been 2
humanitarian mission, the UN has
said it will only send troops if it
can verify the truce is holding.

The first infantry units are
scheduled to be deployed in May,
but Dr Boutros-Ghali said on Mon-
day the move will be delayed
unless government and rebel
troops are sent back to barracks
and demining operations get
underway. — Sapa-AP

tor Colonel Meﬂgism Haile Mari-
am and his family had been grant-
ed Zimbabwean citizenship.

(<3
Maize harve
hit by fjrga t
HARARS Southort Aditad stes
face dwindling supplies of maize
— the staple food — in the
1995/96 marketing year after
drought sharply reduced harvests

this season, regional food experts
said yesterday.

SIWE
stam

Officer seized
in Lesotho

MASERU: Soldiers in Lesotho had

seized a senior defence force officer

and were holding him hostage,
state radio reported yesterday.

Riemvasmakers
oing ho
going home=

WINDHOEK: The fepatriation of
hundreds of Riemvasmakers from
Naribia to South Affica began yes-
terday after a delay by floods in the
desert areas where they wese
forcibly moved to in 1974.

— Sapa-Reuter
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Drou

i MARCIA KLEIN !

MAJOR food companies which
have learnt to trade successfully
through droughts are uniikely to
be too severely affected by the
current harsh weather condi-
tions, which have seen some
areas of SA experience the worst
conditions in many years.

Market and industry sources said
yesterday this was partly because re-
sults for this year would be off a low
1994 base, and partly because there
had been rainfall in certain areas
which cpuld offset cenditions in
others rg‘b IH eE'

t efficiency
meant companies had become more
adept at ironing out the cyclical fac-
tors affecting their profitability.

Sources said the oniy industries
which would be aifected to any ex-
tent were maize and sugar.

The National Maize Producers’ Or-
ganisation said recently the official
1995 maize erop estimate of 4,87-mil-
lion tons was optimistic and imports

— were likely to be needed — if crops

ht wiil most

. @)mApE

R AR e X X

were low, 2-million to 3-million tons
would have to be imported.

An analyst noted that last year,
when there was a maize surples,
maize was being exported at a loss,
so a shortage would not affect resuits
as a lower maize price was expected.

The sugar industry was to a large
extent reliant on weather conditions.
There had been some good rain in
December ano January, although
weather conditions in the Eastern
Transvaal were poor. The growing
area on Natal's south coast was not
affected by the drought.

The Sugar Association said the in-

sugar and maize in

tly affect
dustries |

dustry was “concerned at the very
dry conditions experienced over the
past three months in many of the
cane growing areas”, and good rains
during the rest of March and April
were “urgently required”.

1t said it was too early to make
accurate predictions for the 1995/98
crop, but sugar production was likely
to be between 1,5-million and 1,6-mil-
lion tons.

Major sugar company Iliovo Sugar
had estimated sugar production of
745 000 tons in the current season to
end-March would be 269000 tons
above the previons year, giving it
45% share of the total industry.

Tongaat-Hulett said last year the
crop to end-March would show a sig-
nificant improvement over the pre-
vious year, but would still be way
below the 2,3-million tons which
could be expected when'Fililall re-
turned to normal. Analysts neél
less expected fairly goodsig wth
from sugar companies. &%

The food index closed Z&Fpoints
lower at 7 177,3 yesterday, compared
with an annual highofswuin.lune
and a 6 672,1 low in September.
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|| Concerned Biyers’ Group, |

- helped by Agriculture Min-

| for the maize seasod, start-"

| .ers' Organisation- GM:Giel
| van-Zyl said farmers; -would

sAgreementgwon

5

THE Maize Board“‘and the

ister 'Kraaj- ‘van Nlekerk
have'agreed on a new set ofL
marketing arraugeménts

ing in.May,

Tlger OaBtsD%)? esinan
Boris’ Kaplan said at the
'weekend its legal'teani was
drawmg up.an agreement
‘with the State attorney rep-
reseniting the Maize Board.

A joint statement. would
be isSued as soon as the set—
tlement was signed.;zs: - -

National Maize Produc-

have to-fight for' thé best
price ,this  yeat.. But&»the‘
‘Maizé Board would pay-far-
mers-an additional ‘R45-a
ton-for last year's maize,
bringing the total price to
the farmers to R375 a ton




VIaize foréeasts’ worse“ithan before

THI Agyculture ‘Department's Jatest
Maize. crop.forecasts gre’ pointing to an

even'poo, - 0p this earth prevmusly
R YT R
Thg: thent’ natlonal crop esti-

mates commi ttee ' said ‘on Monday the

aize'crop ?ﬁi hkely to amount: tos 328 -

| l.oulsls cooK ]

more than Is»uulhon tons.
“In the Northwest province drought has
alsp destroyed prospects for a good. crop

ul mu-munon tons,” he said,
w ,Economxsts were divided on the macro-
T deonomic ‘implications of the estimaté

"% + National MmzeProd ’Organisatmn
* economists:said. Shorfd”ges would piit pres-.

h ‘ ! ' Y

10 be imported after rory ‘

crop fofflz 5-m11hon tons, Wiﬂ
Nﬁiion }crop > estima ok

suqe on maize prices. L

Absa chief agriciiftura) econommt Wilhe
Lubbe said GDP P growth this: ‘yealr, coild be
aslow as 25%, “The i impact of the agticul-

‘tural sector on the economy is usualiy

b,

underestimated, The impact would ajlso
spill over {o next year - there js usually a
lagged time effect.”

But MUNGO S0GGOT reports that Ned-
cor chief economist Dennjs Dykes said the
Crop estimate did nof come as g
surpﬂse and would not affect Nedeor's
growth forecast of just over 3% for the
year, “The very best Crop we could have
hoped for wouid bave beep S-million tons.”

Although it was not 4 good idea to down-
Play the sector’s role in the economy, the
Iruits of improved i Investor confidence and
non-agriculture sector investment woulq
.J soften the blow The non-agricultyre sector

U To Page 2

DRI

Maize@m”’zg 50 22/] 3/ iy L From Page 1

was performing well, benefiting fron; a
strong uptick in fizxed Investment, .
kes said the “fair leve]” of prodyce
stocks would cut the amount o§ imports
necessary, reducing the impact of the poor
maize crop on the halance of payments,
Sapa reports from Bloemfontein that
farmers in the northern Free State, who
have lost up to 75% of their crops to
drought, are now facing a plague of army
worms that are spreading at a raté of

immediate steps wou]d have to be taken to
prevent the plague reaching unmanag&
able proportions, ]

e —
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| Zimbabwe to buy maize: The Zimbabye govern
ment will spend Z$80 million (US$10 million) on buying maize stocks
from the Grain'Matketing Board, to be distributed under the grain“*
lodny'schene over the next six‘rionths, the minister-of public service,

labotir arid social welfare, John N omo, said on Tuesday,
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Hanging on . .. Gibson Baloi’

i

s shack teete

homeless after the river burst its banks on Sunday.

Rains too late for maize

but wheat w
clow 2913145

M BY NIALL AITCHESON

The seaking rains over the
weekend came too late and
farmers still face low harvest
volumes for 1995, the Transvaal
Agricultural Union has warned.

Although more than 80mm of
rain fell on Gauteng in the
24 hours to 8am on Sunday, the
deluge has not brgken the
drought or filled dams/

Union spokesmanNic Opper-
“3an.said: “The wéekend rain
ki iplped, but it has come after

a lon ught. For most farmi-
ers it has done no more than jusi
soak the ground.”

Opperman said some winter
crops such as wheat would bene-
fit from the rain but the coun-
iry’s maize crop would be se-
verely affected hy the drought.

But the rain has been wel-
comed by farmers in the eastern
Free State, where the drought
was so bad that water was being
carted to animals in the veld,

Drought-stricken Pietersburg

"in the Northern Transvaal has

received 25mm of rain since Sat-

rs on the ede of the swollen Jkskei “
River in Alexandra yesterday. The 23-year-old Venda man said he was praying
for an end to the rains, which have left about 400 Alexandra shack dwellers

PICTURE: ANTON HAMMERL

urday, Elffas 19mm and Pot
gietersrus 11mm.

Last week’s heavy rain ig
KwaZulu-Natal also did little 1d
heilp the major storage dams
The four dams which supply th
provinee's metropolitan area
remain just 53% full,

In Johannesburg, the emer
gency services were. reportin
business as usual as the flood
walers continued to recede.

Emergency Services chief Ping
Pienaar said a youth was stil}
missing after falling into th
Jukskei River on Sunday.

'—w
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Rohlandt J A
Shacksnovis § R

23 February 1995
27 June 1994

419
List referred to in Question {b) (i)

Abrahams § —_ & December 1994
ArlowE J — 23 February 1995
Beukes]J — 23 February 1995
Bhamjee N — 23 February 1995
Bosman D G — 14 July 1994
Delport HF — 23 February 1995
De Wet WP — 14 July 1994
Dixon LR — 1 December 1994
Grové A B -— 23 February 1995
Hendricks B D — 26 August 1994
Hepplewhite [ D — 5 July 1994
Hindes K — 14 July 1994
Kruger 1J — 8 February 1995
Louw M F — 23 February 1995
Naudé TB — 23 February 1995
Omar A — 23 February 1995,
Quinlivan § P — 5 August 1994
Spies J A — 5 August 1994
Van den Berg EM — 23 February 1995
VazCruz L M -_ 23 February 1995

Limiting of the final P . " cer price of majze
*9. Ms J Y LOVE asked the Minister of Agricul-

ture: 0312

(1) Whetlier he intends limiting the final
producer price to the amount of R350
announced in May 1994, when approving
the ievel of any back payment by the
Maize Board to producers in respect of
the 1994/95 marketing year; if not, why

" not; if so,

{2) whether he will ensure that any remaining
balance from the R185 per tonne levy
imposed on domestic consumption will be
used as far as possible to reduce future
levies on consumers of maize: if not, why

\ oz\ww W&mﬁm‘ .W.w \N \&\zm.dm

The MINISTER OF AG ICUULTURE:

(1) No. The formula 1 ddtermine the initial
payment to farmefs of R330ton, used
estimated figures production, exports,
exchange rate, etc. It was accepted that
the loss or profit would be for the account
of producers, as was the case in previous
years. The final payment to farmers will
only be determined after the end of April,
when the 1994/95 maize account is closed.

(2) Falls away,

Summer Grain Scheme o come inte operation
*10. Ms J Y LOVE asked the Minister of

Agriculture;

(1) With reference to Government Notice No
R.2205 in Government Gazette No 16172
of 15 December 1994, when will the new
Summer Grain Scheme come into opera-
tion;

(2) whether this cheme will be at variance
with the recommendations made by the
Swart Committee; if 50, (a) in what ways
and (b) for what reasons?

N234E

The MINISTER OF AGRICULTURE:

(1) The proposed amended Scheme pub-
lished on 15 December 1994 attracted
widely divergent comments and is there-
fore not acceptable to the Minister, As an
alternative the Minister requested the
Maize Facilitating Committee to advise
him on ways in which the current Summer
Grain Scheme as an interim measure can
be amended to legally incorporate the
principles of the Maize Facilitating Com-
mittee which were negotiated during July
1994. Tt is the intention to have a Summmer
Grain Scheme in place before 1 May 1995.

(2) Following a meeting of the Maize Facili-
tating Committee held on 22 March 1995,
it seems possible to legally incorporate
most of the recommendations made by
the Committee during July 1994. The two
important exceptions are:

®  The amendment of the constitution
of the Maize Board in the manper
recommended by the Maize Facilitat-
ing Committee is not legally possible
in termns of the current Marketing
Act.

The current basis for determining
areas in which a levy will be payable
under the amended Scheme will for
practical reasons be retained and not
€xpanded as recommended by the
Maize Facilitating Committee.

*il.MrM7J GOLDING—Mineral and Energy
Alffairs. [Question standing over.]

*12. Mr M ] GOLDING—Mineral and Energy
Adifairs. [Question standing over.]

. ok AN ol
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Professional boxers: physical/mental health
protecied by legislation/regulations

*13. Mr K M ANDREW asked the Minister of
Sport and Recreation:

(1) Whether he or his Department has ::a.n_.-
taken any investigation to determine
whether the physical and mental health of
professional boxers is effectively pro-
tected by current legislation and regula-
tions governing this sport; if so, what
were the findings; if not, why not;

(2) whether he or his Department intends
taking any action in regard to this sport; if
not, why not; if so, what action;

(3) whether he will make a statement on the

tier?
e N237E
The MINISTER OF SPORT AND RECREA-
TION:

(1) No. In accordance with section 3 of the
Boxing and Wrestling Control Act, 1954
(Act No 39 of 1954), the South African
National Boxing Contrel Commission
(SANBCC) is resonsible to regulate, to
control and to exercise general supervi-
sion over boxing tournaments in the Re-
public with a view to the elimination of
undesirable practices and the protection
of the interests of inter alia, the boxers.

‘The powers of the National Oo:..:.;m.mmcs
described in section 7 of the said Actinter
alia state:

(a) Section 7(f): “to issue, subject to
such conditions as it may deem fit,
licences authorising the holding tour-
naments;

(b) Section 7(g): to require any applicant
for a licence under paragraph {f) to
furnish the Commission with—

(ii) a certificate of physical and
mental fitness in respect of the
boxers who will participaie in
the tournament, issued in such
form and by such medical prac-
titioner (whether practising in
the Republic or elsewhere) as
the Commission may approve;

(e} Section 7(i): ... to prohibit any
boxer from participating as such in
the tournament if, after such exami-

nation or test for physical and mental
fitness as the Commission may deem
fit, it is satisfied that such boxer
shouid not be allowed so to partici-
pate, or if such boxer refuses at H_...n
request of the Commission to submit
himself to such examination or test.”

The Boxing Regulations furthermore pre-
scribe in detail {eg regulations 2, 16, 17,
21, 35) how boxess are protected and how
they should prepare themselves for tour-
naments.

The current Act is generally regarded by
the international professional boxing
community as a model for the control of
professional boxing. In addition to the
requirements of the Act and the Regula-
tions pertaining to the health and safety of
boxers, the SANBCC has also introduced
a system whereby a punishment index
records the punishment sustained .E a
boxer during his boxing career. This :inx
is applied by the SANBCC when applica-
tions for licences are made for tourna-
ments. This systemn is also a first in the
conirol of professionat boxing in the world.

(2) Not applicable, because all necessary
legislation to protect boxers exists in the
current Act and Regulations.

(3) No.

Taxing of investment income of persons married

in community of property

*14, Mr K M ANDREW asked the Minister of
Finance:

Whether any consideration is being given to
changing the basis on which the investment
income of persons married in community of
property is taxed; if so, (a) iﬂmn changes are
contemplated and (b) when will such changes

ffect; if not, why not?
take effect; i y N238E

The MINISTER OF FINANCE:

No. Since separate taxation was taken a step
further by taxing all trade income of a married
woman scparately in her hands with effect
from the 1990 year of assessment, a great deal
of uncertainty existed in respect of the taxation
of passive income, such as investment income,
in the hands of spouses who are married in
community of property. It was argued that due
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aize price could T1S€) vup t6:40%
_ Wﬁ@ﬁ ,_an chm EM shortage, Ve m:oﬁw% EEMm would have S_,

MBY NIKKI WHITFIELD, year to cater to domestic needs,  and because the price of im= be imported for specific markets
The price of maize is expected ‘according to the National Maize ported maize is higher, it wit suchasthe Tivestock industry. ¥

will have to be jmported this

¥
to rise by as much as 40% this Producers’ Organisation. cost more in the ghops.’ Professor Tobie vai Rhjin.e

| year as the country is forced to Nampo senior economist SA consumes gbout 3,6-million  consumer representative om..go,_w .

¢| import the -grain to combat the ' Andre Ferreira gaid there was tons of white maize annually, Maize Board and vice-chairmant

‘| snortage brought about by the & ghortage of maize because of while the white maize crop this  of the SA Consumer Union, said:l

1 ecrippling drought. the severe drought. Producers  year was estimated to be in the the increase in the E&u@%ﬂo@“

) Hardest hit will be SA’s poOOT, cowld piant only 2 95-million ha region of 92-million tons. This was going tobe ..ﬁmadﬂmm, S

-| who rely on maize as their sta- of maize this year instead of he would be supplemented by “ft §s unfortunate that i“they>

.| ple diet. Economists expect the 3 A-miltion ha usually sown with 700 000 tons available from last first year of the free-market Sys
increase will become & reality in ms crop. year's bumper crop. tem we find ourselves in’ 8 posi-
June once the imported maize “The farmers are in trouble The expected yellow meize tion where the maize price has;

| has had a chanee to affect shelf and unforfunately this will af-  crop of 2,3-million tons would be  to be fixed because the terrible;

prices. . fect the consumer,” Ferreita: : gupplemented by’ about’1.2-mil-  drought is making it necessary.
:1,_5%9_.,.,“.#.5@&?&“_:” v

About a maillion &ﬂm;m%%fwﬁn..ﬁm are forced to import ‘lion tons from last year's har- to impd!
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MAIZE INDUSTRY

Ready for change

Agriculture Nﬁs/llgr leaalq\[a? %iekerk

should announce the new Maize Scheme, as
approved by the Maize Board and the
National Maize Producers’ Organisation
(Nampo), “within weeks.”

This should meet the May 1 deadline, set
for the implementation of the new local free
market system for the industry.

But, says board assistant GM (oper-
ations) Leon du Plessis, this year’s dis-
astrous 4,3 Mt crop should nevertheless
only necessitate the import of about
600 000 t of maize. Landed import costs in
Durban, at the current US$110/t Gulf fob
price and with shipping costs of about,$28/t
added on, would be about R345m.

Reason for the relatively small volume of
imports is that the board could help meet
local market demand shortfall from an
unexported 1,7 Mt surplus from last sea-
son’s bumper crop. Local demand is about
6,5 Mt/year. Du Plessis adds that global
yellow maize stocks are plentiful, while
white maize can be obtained from China,
Brazil and the US.

“Ag far as the new scheme is concerned,

Van Niekerk . . . freeing the
maize market

its main attributes (apart from the freeing of
local marketing and price forming) will be a
surplus removal export pool scheme and the
administration of stabilisation levies, to be
paid by producers in support of revenue
shortfalls on less lucrative surplus exports.
These aspects would still be handled by the
board after May 1,” says Du Plessis.

The vastly reduced role of the board,
which will still operate its powerful single
channel fixed price marketing scheme until
April 30, would .also necessitate restruc-
turing of the board’s own staff complement
of about 197. Senior staff members, like
deputy GM Hans Swart (now a director of

Genfood), have already left the board and
more are to follow soon.

Du Plessis says large grain co-operatives,
like Senwesko, QTK and Noordwes, will
play a growing role in future maize mar-
keting, Processors, like Tiger and Premier,
will have to negotiate their own pricing
deals while also applying for import per-
mits from the Board on Tariffs & Trade.
The new maize import tariff is still to be
announced, though Nampo has applied for
a 35% tariff, which is being strongly
opposed by Tiger and other members of the
so-called Concerned Buyers’ Group.

“The new maize price, after May 1, will
be negotiated directly between buyers and
sellers. In view of the crop shortfall, one
should reasonably expect prices to rise
during the next marketing season,” he
adds.

SA Futures Exchange GM (agricultural
marketing division) John Wixley says Safex
plans to offer maize forward trading con-
tracts from July, while futures coniracts

' would “not be available for a while.” [ |
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-ernment this week will lead to the partial

. deregulation of the maize industry but, in a
S ‘cruel twist of free-market forces, will ses
‘“consumers paying higher prices.

The single-channel marketing system,
which compelled farmers to sell their
maize to the Maize Board, has been
scrapped, allowing farmers to sell their
produce direct to consumers,

But with this year’s maize crop of 4,3-
millien tons expected to leave a white
maize shortfall of around 1,25-million tons,
prices are.set to rise by about a third.
Farmers are likely to demand around R500
4 fon, compared with last year’s producer
price.of R375 a ton, to which was added a

L,statutory ievy of R185,
o 'The new mechanism for price determina-
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H *THE maize scheme announced by the gov-

By CIARAN RVAN

tion is' based on import parity and will
become effective on May 1.

The new summer prain {maize) scheme
retains a floor price mechanism, fuzided by
a compulsory levy of around R57 a ton.

“The irony is that this year the maize
millers will have to pay around R685 a ton, |
comprising the producer price, levy and !
rallage compared with R555 a tbns last |
year,” says Boris Kaplan, trade* liaison
manager at Tiger Oats. w1

“But in years when we have & maize
surplus, obviously the price will: drop.”

Nevertheless, 'some ‘aspectsof ‘the new
scheme are likely to encounter shff -gpposi-
tion from free-market lobbyists: *
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Severe drought, maize shortage
d use conundrum

erystali

SCHWEIZER Reneke held a maize festival
at the end of last year which, bﬁ all ac-
counts, was a big success. The gathering of
R‘eople from throughout the Western

ransvaal maize growing region proved so
popular that townsfolk have proposed
making it an annual event.

There is just one snag — Schweizer Reneke
does not always have bumper maize crops to
celebrate, In fact, many years there isn't one to
speak of. The area is no more than “marginai”
for growing maize, with average annual rainfall
at a mere 460mm.

“Anything under 800mm is too little for effec-
tive maize cuitivation,” Agriculture Depart-
ment experts at the Potchefstroom Grain Cen-
tre say. They believe farmers in the Western
Transvaal should rather keep cattle.

But their superiors in the Agriculture Depart-
ment have always been wary of labelling areas
as marginal. The reason probably relates to
controversy around the previous government’s
policy of generous and undiscriminating assist-
ance for farmers who made up an important
part of its constituency — as well as uncertainty
about the direction maize production might take
in future. Land Affairs Minister Derek Hane-
kom was recently accused of “meddling” in
farming matters for daring to make remarks
about maize farmers and their perceived failure
to use agricultural land optimally.

Government for years spent millions on an in-
centive scheme to encourage farmers trying to
grow maize on unsuitable land to switch to stock
farming, but at the same time seemed quite
happy to pay vast sums in drought aid to those
farmers who persisted in undertaking highly
risky maize plantings year after year. Such a
drain on the national fiscus is what the new gov-
ernment is seeking to avoid.

While on the surface it would seem wasteful
to try to grow maize on unsuitable ground, the
World Bank and other demographic and eco-
nomic experts have warned that Africa’s cereal
production needs to grow by at least 4% a year
to meet the continent’s 60-80-million ton annual
requirement.

This year's severe drought and a projected
maize shortage of 24-million tons is rapidly
crystallising some of the issues around maize
production and its sale in SA.

Uncertainty over marketing, which was the
cause of industry jitters for a year, was partial-
ly eliminated last week when Agriculture Minis-
ter Kraai van Niekerk announced that the 50-
year-old single-channel marketing system had
heen amended to allow farmers to negotiate
their own prices with buyers. The once all-
powerful Maize Board will still run a floor price
system for overproduction and control the ex-
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LOUISE COOK and
MICHAEL MOON

port pool to ensure stability in the industry.

But can crop production be rationalised and
maize farming made more efficient — possibly
by planting more drought-resistant strains?
What about a regional maize-producing policy
for southern Africa, with greater use being
made of superior growing conditions in neigh-
bouring states? Is importation from the US not
another option?

Agriculture Research Council director Jan
Dreyer says SA is already a world leader in the
search for drought-resistant maize cultivars. “A
so-called drought-resistant mealie is tanta-
mount to a car that drives without petrol. It
does not exist.”

Dreyer says the only room for improvement
lies in the relatively new concept of “drought es-
cape”, which involves shortening the growing
period to capitalise on available rain or irriga-
tioh. “The drawback is that a lot of yield is sacri-
ficed,” he says.

National African Farmers’ Union spokesman
Bigman Malua says black farmers have sur-
vived for years without government assistance
and are able to continue doing so. He believes
drought relief should not be granted in dry areas
such as Northwest, in order to force farmers to
use land appropriately.

Malua says SA maize is far more expensive
than that in neighbouring states because of a
high level of mechanisation, and suggests step-
ping up importation from Malawi, Zimbabwe
and Zambia.

But National Maize Producers’ Organisation
(Nampo) GM Giel van Zyl says the maize indus-
try is “plagued by myths” like these.

He argues that droughts effect the whole of
southern Africa and that imports from neigh-
bouring states would not be possible, or cheaper.
**This year is a case in point. Namibia and Zim-
babwe are importing. Zambia will only have a
small crop and, in any case, lacks infrastructure
to move maize off the farms. All the other south-
ern African countries are net importers every
year.”

The newly formed Conference of Southern
African Maize Producers, which includes
Nampo and seven other national bodies, met re-
cently in Harare to talk about common prob-
lems.

Regarding imports from abroad, the current
landed cost of maize from the US in Cape Town
is R600 a ton — at least RS0 more expensive
than local maize. Van Zyl says the imports cost
R800 a ton by the time they get to major mar-
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kets on the Reef.

1t is also not the sort of maize South Afrjcans
demand, “Overseas maize is mainly produced
for fodder, SA needs 3,8-million tons of white
maize a year because that is what consumers
want,” says Van Zyl.

The small amount of US white maize on the
international market is of inferior quality be-
cause it is not sun-dried, according to Maize
Board dealer Mike Elliot.

But he points out that production in the US is
twice as stable as in SA due to better climatic
conditions. “It is imperative that lecal farmers
regard droughts as the norm and not the excep-
tion,” says Elliot.

Food company Tiger Oats has recently start-
€d negotiations with farmers in North America
to import white and yellow maize grown under
contract. But Tiger Qats executive director Ha-
mish McBain agrees that locally produced
maize is generally of higher quality than that on
international markets, and makes the point that
high railage costs are an obstacle to moving im-
ported maize inland. But it is possible that,
through long-term contracts, Tiger Oats could
bring in US maize at less than the going import
rate of R600 a landed ton and close to, or less
than, the price of local production. It is estimat-
ed that local maize could cost as much as R650
to get to coastal centres this year.

The ANC's Land and Agriculture Policy Cen-
tre advocates a “rational regional approach”.
Researcher Brendon Bayley says the only ques-
tion is how far a regional trade approach shonld
go and how fast it should be introduced. He says
it makes sense to “retain a measure of stabilisa-
tion in the interim through some kind of pool
system, a floor price and provision to store
stocks to provide for droughts”.

Producers, the animal feed industry, millers
and government have been struggling for the
best part of a year to formulate a system to
minimise uncertainties posed by overproduc-
tion in some years and shortages in others. Each
group is fighting to secure the best deal for itself
in the face of market deregulation, brought
about by SA’s new membership of the World
Trade Organisation (WT0) and by the draft of a
new marketing Bill,

Contributing to this is the fact that interna-
tional maize prices dropped to $107 from $122 in
January as a result of a bumper 1995 US erop.

The only certainty in the maize industry right
now is that 1995 will be a watershed year.

Whether the country can or should break out
of a mould of trying to attain food self-sufficien-
cy at all costs, and move towards a more ration-
al and sustainable use of land resources, will be
crucial to how the nation is fed — and whether
Schweizer Reneke holds another maize festival.



Marginally better
maize crop likely

@(W’r IZELOUISE cooK

THIS year's maize crop would improve
marginally to 4,493-million tons — up by
64 000 tons — the latest crop forecasts by
the Agriculture Department show,

National crop estimates committee

* chairman Kobus Smit said at the weekend

that the late rain had made a difference
only in Northwest, where the crop now
stood-dt 1,250-million tons. Al

"'II_hin'is the only province where'late
plantings in January were possible due to
the rain that continued to fall.” But cold or
frost'could still damage the crop. e

Natal maize farmers were doing far
bettef, than expected. Smit said the latest
information showed that fhe crop wasnow
250 000, tons. EJ) Q_L,,th[«h a

Meanwhile,“National Maiz: dueers’
Organjisation chairman Cerneels Claassen
warned maize farmers not to seil at “tco
low™.prices during the current shqr}.hge.

He also warned farmers to ensure that
prospective buyers were registered: with
the ‘Maize Board to avoid any levies on
purchases being charged.

Clahssen said the grain should realistic-
ally cost about R550 a ton for white maize
and R470 a ton for yellow maize.

“hiese are net prices; in other words
after levies and storage. Producers should

¥

bear in mind where their farms are located
and ‘négotiate higher prices if ‘they. are
closer to the markets”, he said.
~‘Agticulture Minister Kraai van Niekerk
recently approved a new maize marketing

)

systémwhich would do away with the

" fixing'ofa price at the beginning of every
geason by government. . ¢
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: GRAIN DRAIN Gifdon Utian, Premier Group MD, warns of an
impending shortage of white maize, and price hikes  PHOTO: JOHN WOODROOF
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By CHARLOTTE MATHEWS
INVESTMENT EDTOR
H
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An increase of up to 40 percent in
the price of white maize meal is
likely unless agreement can be
reached with farmers to sacrifice
some of the cash surplus from
1994/95 to stabilise consumer
prices, Premier Group warned yes-
terday.

Gorden Utian, Premier Group
managing director, told a press
conference that as a result of the

. drought in the past season there

would be a shortage of white maize
- a staple food for many South

* Africans —in the next few months.

- It would be difficult to import

. white maize, which is only pro-

duced in a handful of countries, he
said, and because it had been left
until late in the season, and world

nn.u. m
prices were ?%W_%Wm m.M_m_w tobe
expensive.

Based on a carry-over price of
R515 a ton from last season's crop,
and adding other production costs,
Premier estimated that the 1995/96
mill-door price would be about
R706 per ton against R555 per ton
in 1994/95, a 27 percent increase.

However, depending on the
cost and amount of imports, the
27 percent hike could be as high as
40 percent.

Premier expects to limit iis price
increases in maize meal to an initial
17 to 19 percent. Even a 17 to
19 percent increase would put

“upward pressure on inflation and

affect the price of other items in the
value chain, because it would put
up the price of animal feeds, Utian
said. David Cooper, Land and
Agriculture Policy Centre execu-

rice up

Drought could push white
‘maize meal p

“40%

GCOMAIRE
tive director, said there could be a

massive backlash from consumers
to sharp price hikes, as indicated by

the reaction to the proposal to.

impose VAT on basic foodstuffs
several years ago, 3

In the past 13 years per capita
consumption of white maize had

declined from about 140kg a head a *

year to just under 90kg.
To ensure the survival of the
industry, a long-term view on the

. pricing of maize should be taken,

Utian said.

For this reason Premier was .

appealing to the authorities not to
impose a tariff on imports of white

maize'in the current season and for *

farmers to reallocate the R25 per

ton refund resulting from Tower

export ¢osfs than; expected.ito sbe;

2% TS T R et TR
s subsiding the _con:

sumer price of maize. .
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ér'Group has called for a -

. maize foriim where all industry play-
ers would jointly develop a strategy
to smooth the process of deregulation
and prevent wild price fluctuations.

‘t_Premier Foods chairman and CE

Gordon ‘Utian said yesterday the :

miaizé price would increase by about
27% on May 1 and there could be
furthér increases during the year if
white maize had to be imported.
The move away from a regulated
industry controlled. bys the" Maize:
‘Board ~had rresilted in: problems

MARCIA KLEIN

PLIC

¥

swhich were not easily sorted out.
Utian said the industry was:at a

‘erossroads. It was unfortunatgthat it
had entered an era of derégulation in
a period of drought when domestic

supply would not meet consumption.

In addition,' international ‘prices

were rising, so white maize imports-

would result’ in further- price io-.

ncreases. “Everyone supports deregu-
wation jout we need to make some
t transitironal arrangements”.

» . o -
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Maize comment not from Preenﬁ'gr: 'Ihe?r’tide
entitled “Drought could push white maize mea] price up 40 percent”
in yesterday’s edition of Business Report incorrectly stated that
Premier Foods had called for surplus export funds to be used to hold
the price increases on maize down by an amount of R25 a ton, This s
inno way the view of Premier Foods and the company distances
itself from such aSuggestion. The point was exﬂjgiﬂy_made by David
Cooper, director of the ANC-aligned Land and griculture Policy
Centre, and remains the view of that Paticylar organisation.
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Callto redugbezlg | %{ payment

"N eestimated 40% hike in the price of
* rfiaize meal this year could be limited
“if the Maize Board agreed to reduce
, the size of a back payment (agters-
“kot) to farmers on maize from last
- Year’s crop, says Land and Agricul-
:;@gral Policy Centre executive direc-
“tor Dayid Cooper.
¥ The Maize Board told producers in
February that they could expect an
- agterskot of about R45 a ton.on ex-
ort maize which was held back when
_:ﬁle poor 1994 crop materialised.
*=' Cooper said the centre would
Tuesday between all role players in
agricultural marketing, including

o

address the issue at a meeting on

L LOUISE COOK |

government and the Maize Board.

He said the cenire would try to
persuade the Maize Board to reconsi-
der the size of the agterskot.

Cooper said the money “saved”
from halted exports did not belong to
farmers. “The Agriculture Minister
may have, ont of habit, approved a
back payraent to farmers. But this
saving does not belong to them
because if the size of the 1994 crop
had been estimated accurately, there
would havl’ béen éss pressiite on
millers last year.”

Cooper said the board may have

‘T [ ]
MAIZE
mad 8m more from sales than
it calculated in May last year. The
proposed agterskot would be R25 a
ton higher than the target producer

price set last May.
“Part of that money should be used

"to subsidise this year’s consumer
* price of maize,” he said.
Maize Board GM Peter Cownie :

said the board had not received any
official request to reduce the pay-
ment. Board chairman Jan Schabort
said “it was basically on the insis-
tence of the buyers’ groups that the
industry had to move to a freer sys-
tem”. This was likely to cause price
hikes in shortage years, he said.
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hike —

a catastrophe

for ;the}:

wim By legc)as
The maize price hike may
only be the start of a terrible
year for the country’s poor
because the industry is in
chaos. Pat Sidley reports

HIS week's announcement
of a major hike in the maize
price, along with another
steep increase in the fuel
price, will play havoc with
the living standards of the country's
poor — and it is possible the price will
rise by 40 percent during the year.

MP Janet Love says the increase
will have a “catastrophic” effect on
peopies’ livelihoods and will force
organised labour to demand high
wage Increases during this year's sea-
son of collective bargaining.

Love, who sits on the parllamentary
comumittee which has to introduce a
new agricultural marketing law, has
written to Agriculture Minister Kraai
van Niekerk asking him not to pay
farmers a controversial agterskot
which will add to the cost of maize,

If the government agrees not to pay
this amount to farmers it could
reduce the price of each ton of raize
by about R20 — but the farmers’ lob-
bies are insisting that Van Niekerk
promised them the payout.

Love has been joined by powerful
allies in industry. The Premier Group
this week announced their concern
over the price rise. The food giant is
especially concerned that its compa-
nies will have to implement the hike
as they buy the maize at new prices
and then recoup their expenditure by
" passing it on to consurmers.

" Stung by regular criticism that it i

001008
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profiteering by using the maize price
to up the retail price of mielie meal,
the group has decided to open its
books to independent auditors.

The Land and Agricultural Policy
Centre (LAFC), an ANC-aligned think-
tank, has been called in to do the audit.
An international expert will also be
appointed to lend credibility.

Love has asked other millers to do
the same, and has asked Premier to
bear as much of the cost as possible.

The burden of the maize price
increase will hit the poor immediately
and the aftershocks will be felt repeat-
edly inmonths to come as the effects of
the hike on food prices in general filters
in through the price of stock and
chicken feeds.

On top of this, consumers will be hit
by a series of fuel price increases —
with a steep three-cents-per-litre hike
coming next week.

The Consumer Price Index for the
poor, which is weighted so that there is
greater emphasis on basic costs such
as food, is likely to have seven percent
added to the inflation rate for food
owing to the maize price increase, and
more when fuel costs are added.

Meanwhile, the maize industry is in
chaos. The old single-channel mar-
keting system has fallen apart over
the past two years and, courtesy of
Van Niekerk's dithering, a new sys-
tem of marketing maize was
announced just a few weeks ago. It
leaves the fate of maize prices to mar-
ket forees, an untested situation.

Most people in the industry agree
that the price would have risen sub-
stantially in any event. Among the fac-
tors influencing an increase are the
local drought, an international short-
age, global high prices, and the rand's

E—

Suffer the children: School feeding schemes will be hard hit

poor exchange rate.
A further problem is South

Africans’ passion for white maize as
opposed to yellow maize. There is
more yellow maize available interna-
tlonally, and it is cheaper.

LAPC director David Cooper believes
substantial savings on the new price
could be made if the 10 percent tariff
on imported maize were dropped, if
millers absorbed sorne of the costs,
and if the agerskot were dropped.

The tariff, says Love, is likely to go
~— but with opposition. It helps locat
farmers keep their own prices high
and protects thelr own interests. The
agterskot is more contentious.

PHOTOGRAPH: STEVE HILTON-BARBER

It arose from the need for a stabili-
sation fund with enough in it to cater
for perennial problems that arise from
drought and fluctuations and that
result in maize being exported at a
loss in years of surplus.

Almost no one talks the language of
price controls and subsidies any more
— except in the maize board, and
probably in rural areas where the
price is sent soaring by unscrupulous
general dealers.

The new marketing system will only
interfere at the point of exports where a
levy will be charged on each ton of maize
produced here to subsidise exports and
cope with imports when necessary.
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A POLITICAL time
bomb is ready to ex-
plode if maize prices
rise 30% to 40% as fore-
cast,

Pressure is growing for
a national maize forum to
soften price increases,
which will hit the poor
hardest.

The government is ex-
pected to stop “agterskot”
payments of at least R25 a
ton, traditionally paid to
farmers at the end of each
season from export sur-
pluses.

. Withholding this pay-
- ment could reduce the
%rice of white maize ‘by
R134 a ton this year, More

of 10,7-million tons was ex-
ported at a loss. This year’s

about 4-million tons is 2-

country’s needs.

The new maize schéme,
allowing farmers rather
than the Maize Board to
determine prices, has al-
ready resulted in sharp
price increases,

The National Maize Pro-

vising farmess ‘not-tor seil
white maize below R550 a
ton, 66% higher than last
year’s fixed price of R330 a
ton.

. Maize millers will pay at
least R706 a ton for white
matze this year (based on
recent progucer prices. of
R515 a ton), 27% higher
than last year's R585.

Based on these prices,

than half of last year’s crop .

. drought-reduced crop ' of

million tons short of the’

ducers’ Organisation is ad:.

eraojulag (M

By CIARAN RYAN

Premier says it can initial-
1y hold maize meal price
increases to between 17%
and 19%. The producer
levy drops to R58 from last
year's R185, but farmers
can demand whatever the
market will pay.

There are also reports of -

producer syndicates buy-
ing large quantities of
maize to manipulate the
price upwards. The gov-

ernment introduced the

single channel marketing
system for maize in 1944 to
eliminate this practice.

“It is a tragedy that we’

-are faced with.a maize
shortage just as a. free

market -system is intro- -

duced,” says David Frost,
Premier Foods grou

economist. L
Premier. has agreed to

open its hooks for inspec-
tion by the Land and Agri-
cultural Policy Centre to
allay any concerns that it
is profiteering. It has chal-
lenged the rest of the indus-
try to do the same.

“In years when food

) prices Jrise. ‘dramatically,
accusations' are rife con-
cerning who in the value-
added chain is prefiteer-
ing,” says managing
director of Premier Foods,
Gordon Utian,

Mr Utian has joined calls
for the formation of a
maize forum to address the
needs of low-income con-
sumers and ensure the via-

maize price

bility of the industry.
Nampo has rejected
Premier’s call for a forum.

“Why should we have an
open market system if we
are again going look at
ways of controlling
prices,” asks Kit le Clus,
Nampo’s head of research
and development.

“We are advising far-
mers to make use of the
market system, as was ori-
ginally intended.”

Mr Frost says the pur-
pose of the forum is not to
control prices but to “co-
ordinate approaches in the
long-term interest of the
industry and the consumer
in view of the decline in per
capita consumption of
white maize”. .

Mr- le Clus sdys the
maize price would have
been lower if the industry
had adopted Nampo’s sug-
pestion of retaining single
channel marketing, allow-
ing for direct trading in |
certain eircumstances and
prices linked to the inter-
national market,

Southern Africa’s har-
vest of maize, meanwhile,
is estimated to be 40%
lower this year than in
1994, Sapa-AFP reports.

The Southern African
Development Cgmmunity
said on Friday that fore-
casts for the 11,SADC na-
tions suggested:a, harvest
of about 11,87-million tons,
down from 20,07-million
tons last year. An import
requirement of 3,43-million
tons was expected.
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marketmg scheme

M BY NIKKI WHITRELD
CONSUMER REPORTER

After; decades of ‘control, & new
free-market scheme comes into
effect’in the 'maize industry
today, .

And the bad news is that one
of the largest manufacturers of
mesalie meal, Premier Foods, has
announced an increase of be-
tween-17 and 19% from today,
with warnings of more increases
to come.

The new maize marketing

scheme dictates that the price of

maize be: set by markei forces,
Unfortunately, the launch of the
new ‘scheme has coincided with
a crippling drought which, indus-
try analysts say, could see the
price'rise by as much as 40% if
thei¢ountry is forced to import
large quantities.

Angther aspect of the new

maize marketing scheme is that .
imports will be allowed on an un- ..

controlled basis. .Farmers are
demanding an import taviff of
856% 'while consumer groups op
pose this.

Arother factor whlch could
temper further -increases is the
otitcome of negotiations on whe-
ther:to sacrifice some of the cash
surplus from the 1994/95 season.
"{Butithe situation does not look
good: ~According to Premier,
white maize — the staple food

v

for millions of South Afmans -
is difficult to import as it is pro-
dueed only in & few countries. As
it is late in the season, world
prices are high and imports are
likely to be expensive, %%

People living below the bread-
line in remote areas, already vie-
tims of store-owners who-take
advantage of being the only out-
let for kilometres around by in-
flaiing the prices of basie food-
stuffs, will be affected the ‘worst
as the cost of mealie meal rises
even further.

Premier said it expected to
limit jis price increase in mealie
meal to an initial 17 to,,19%.
Translated to rands and. cenis,
this meant consumers . buying
maize meal from supermarket
chains eould expect price labels
to cheange from around R19,58
g;'l;sa 12,5kg pack to R2299 at

1.

1y,

Imports e
Based on a carry-over price
of R615 a ton from last season’s

- crop, and adding other: produc-

tion costs, Premier:. estunated
that. the 1985/96. mill-door;price
would be about+R706:per ton
against R555 per ton:in:1994/95,
a 27% increase:However, de-
pending on.the cost and-amount
of imports, the increase.could be
as high as 40%." =
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ONE of the biggest maize meal buy-
ers, National Mageu Breweries, and
the National Maize Producers Or-
‘ganisation (Nampo) yesterday ac-

cused milling companies of mislead-

ing the public about ricg hikg of

maize meal. [
Mageu Breweries Micheal Ad-

dison said the company was unable to
find meal that had not increased by at
least 40% in price this week.
Addison conceded that Magen
Breweries may be operating off alow
price base.
al Nam
sen kit gut at millers who increased
prices, saying the public was being
_ misled about drought being the cause.

0. chairman Cerneels:Claas- ..

‘Milling firms slated f
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r
“The impression is that the hike is
on maize from the current season.
But it is on last year’s maize which
was bought at R515 a ton.”
Claassen said millers should still
have enough supplies from last year’s
crop to last until the end of July.
Premier Foods group economist
David Frost denied prices had gone
up by 40%. “Premier’s prices went up
by between 17% and 18%,” he said.
Frost also denied there was enough

maize for the next three months~He -

said the Maize Board had rationed
millers on a proportional basis.
“We had to import maize at over

or maize price hikes
R'mPa ton cog?’tbzﬁian

harbour and had additional costs {0
transport the maize to the interior.”
Tiger Oats CE Hamish MecBain
gaid it had put its price up 10% and
would phase in further increases.
Meanwhile, Claassen said Narmpo

would refuse to participate in a nego-

tiating forum called by Premier
Foods last week “if it was aimed at
negotiating prices”. L
“This would be a step back toyards
market control,” he said. ., & . -
Agricultural economist Jolian Kir-
sten said the maize industry, was
bound to undergo price fluctoations
due to the scrapping of the single-
channel marketing system this week.

»
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MAIZE INDUSTRY @WMM&
Chaffing at the bit

URIES 3( A5 it
Consumers ake about to pay a beavy initial
price for the freeing of SA’s maize industry.
Industry officials are warnng of a possible
30% jea= i+ hite maize meal prices.

“we just-woinpleted  abolitien= of con-
trolled maize marketing, takes place against
the backdrop of a disastrous maize crop of
4,5 Mt. Even allowing for last year's 1,7 Mt
surplus, at least 600 000 t of maize still has

10 be imported.

But, sIzJays independent consultant Johan
Willemse, farmers cannot be blamed. ‘Free
market forces will determine price. “The

EINANCIAL MAIL ® MAY » 5 = 1695+ 81 \

abolition of import permits and introduction
of tariffication means that import parity will
control price moves,” he says.

Tiger Oats CE Hamish McBain says
some farmers, who last year received about
R395/t for their maize, are leoking at the
R680/t white maize import parity price and
are bargaining for a producer price of about
R600/. “But they must beware the risk of
driving consumers away by pricing them-
selves out of the market, especially as per
capita consumption is dropping.”

National Association of Maize Producers
Organisation (Nampo) chairman Cerneels
Claassen says white maize producer prices
should be about R550/t “at the farm gate,”
while yellow maize should sell for about
R470 and above. He suggests farmers retain
a portion of their crops as a bargaining chip
in later price negotiations.

Still to be resolved is the final decision
on import tariffs, being considered by the
Ministry of Trade & Industry following an
undisclosed recommendation by the Board
on Tariffs & Trade (BTT).

BTT chief director Alwyn Kraamwinkel
says the board received tariff applications
from Nampo and the Animal Feed Man-

Davel . . . uncertainties in new system need
to be cleared up

ufacturers’ Association (Afma). Afma
asked for a zero tariff if the global price is
above US$109/, with a 5% tariff below
that, while Nampo asked for zero on prices
of $115/t and above, increasing to 10%,
20% and 40% duties as prices cascade from
$110/t down to $95/t and below.

FR Waring International Commeodity
Traders MD Christopher Berry says :he
BTT will have to speed up the tariff
process, as ships containing 100000t of
imported maize are expected to dock at
Cape Town early this month with a further
100000 t arriving early June.

This year, the formerly all-powerful
Maize Board will have very little to do. It
will no longer be involved in local mar-
keting, while its single-channel surpius

export role (based on a floor price scheme
and producer levies) is non-existent in a
shortage year. So it will have no option but
to downscale its operations.

Farming co-operatives face the change
from being mere storage and handling
agents to becoming competitive players in
selling, importing and renting silo space to
bidders in the local market. And local and
international grain merchants and agents,
formerly limited to dealing with the board
on a fixed price basis, will have a free hand
in the local market.

Senwesko CE Hennie Davel says un-
certainties in the new system which still
need to be cleared up include co-operatives

the Maize Board and of the Minister in the
new system, tariff rulings and the pricing
mechanism.

McBain warns that some multinational
traders wili attempt to profiteer by cor-
nering the “short” market and buying up
scarce white maize stock with the aim of
making speculative profits at a later stage.

Regarding the roie of the SA Futures
Exchange (Safex) agricultural marketing
division, which aims to offer trading fa-
cilities in forward maize contracts by June
and futures maize contracts at some later
stage, McBain says the SA market is
probably too small for the creation of
proper hedging tools. But, says Willemse,
“Safex contracts may well do the job, as
more and more parties start trading into the

. future. We need this type of hedging
]

l mechamsm.”

handling their own exports, the powers of |
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THE Cabinet is to con-
sider a range of mea-
sures aimed at fore-
stalling further maize
price increases jusi
days after the deregula-
tion of maize marketing
took effect this week.
Janet Love, national
chairman for the standing
committee on agriculture,
has called on the govern-
ment to use “agterskot”
payments of R25 a ton, tra-
ditionally paid {o maize
farmers to subsidise the
censumer maize price. The
non-payment of the agters-
kot this year copld reduce
the price by R134 a ton.
The government is also
considering postponing a
45% import tariff this year
because of the need to im-
port mearly 1-million tons
of white maize as a resuit

WHITE MAIZE PER CAPITA CONSUMPTION

By GIARAN RYAN

of the drought.

The shortage has cre-
ated opportunities for
speculation and profiteer-
ing, says Trish Hanekom,
chairman of the standing
committee on agriculture
in Gauteng.

“I do niot believe we need
to increase the maize
price. There is money in
the system which can be
used to keep prices down.”

The government has
been asked to consider us-
ing R250-millien in surplus
funds held by the Maize
Board to replace the sta-
bilisation levy.

Ancther suggestion is to
waive the R48 a ton stabili-
sation levy for the year and
foree a reduction in the

|
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hoard’s operational costs.
This could hold the price
increase to about 21%.

However, Peter Cownie,
general manager of the
Maize Board, says waiving
the stabilisation levy will
not reduce prices to the
consumer as maize price
will from now on be deter-
mined by import parity.

Based on current world
prices, it will cost R680 to
import and land a ton of
maize in Gauteng and R580
at the coast. This i1s the
price that farmers would
be able to get in a iree-
market system. Waiving
the levy will generate a
greater profit for farmers,
who are likely to demand
import parity.

Cosatu, civic associ-
ations, millers, the ANC
and consumer groups
cailed for government m-
tervention to prevent
runaway price increases in
the country’s staple diet.

Agricultural co-opera-
tives have been accused of
holding the consumer to
ransom, while the National
Maize Producers Organi-
sation was slammed for
advising farmers not to sell
below RS530 a ton, 66%
above last year’s fized
price of R330.

Pressure moonted this
week for the formation of a
national maize forum to
explore possibilities of re-
dueing costs.

“Farmers must realise
that excessive price in-
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PAYING DEAR . . . Tiger Oals’ Hamish McBain, who says high prices are driving consumers away from maize

creases will drive consum-
ers to alternative food
sources, such as wheat and
rice,” says Hamish
MeBain, director of Tiger
Qats.

“Per capita maize con-
sumption is already in a
long-term decline and once
consumers are lost, they
will not easily return.”

Nampo says farmers are
within their rights to make
use of the free market.
Urging them to moderate
price increases implies a
return to controiled prices.

There is also concern
that farmers are being sin-
gled qut as the sole cause of

- maize price increages.

“Maize only accounts for
30% to 40% of the costof a
bag of mealie meal,” says
Ms Love. “There are other
inputs on the value-added
chain, such as transport
and storage.”

“We need to relook at the
system of agriculturai
marketing in South
Africa,” says Mrs Hane-
kom. “It benefits large-
scale producers at the ex-
pense of consutners and
smalil-scale producers.”

Mr McBain says maize
miilers will be unable to
pass the full extent of cost
increases on to consumers:
“The truth is that we have
been making losses on the

maize milling side for the
1ast few years.

“The farmers, on the oth-
€r hand, received the high-
est yield per hectare in his-
tory last year and now they
are told by Nampo to an-
ticipate a further 47%
price increase. If they do
this, consumers will vote
with their feet.”

Premier says it can ini-
tially hold maize meat
price increases to between
17% and 19%, based on
recent producer prices of
R515 a ton.

Millers will have to pay
more than R700 a ton for
their maize, after account-
ing for silo costs, railage,

financing, producer levies
and insurance.

The old single-channel
marketing system fell
apart last year when large
millers were forced to pay
producer levies of RIED,
while hundreds of small
millers were able to by-
pass the systern and under-
cut the giants.

Under the new deregu-
lated system, maize prices
are dictated by market
conditions, although a
smaller stabilisation levy
is impased to subsidise ex-
poris in years of surplus.

The Maize Board is now
a buyer of last resort and
co-ordinates exporis.

[

1 |

-ull‘llllll___.




s ———-

ot - g —r————————r—pea =

Policy for sioring of

maize rese

SA NEEDED a “meaning-
ful” policy for storing stra-
tegic maize reserves be-
cause of the country’s
erratic production, Maize
Board GM Peter Cownie
said at the weekend.

He told the, Fertiliser
Society of SA's AGM in Jo-
hannesburg that there was
ne official policy for the
holding of centrzl strategic
reserves as a safeguard
against a poor crop in the
foilowing year.

“However, one of the
dangers of a large strategic
reserve is that it can be
used to keep domestic
prices at unacceptably low
levels for the
said Cownie. ?ﬁ I

The storage’ optio
also mooted by National

, Maize Producers’ Organi-

sation (Nampo) chairman
Cerneels Claassen last
week when he said Nampo
had “put a plan on the
table” to store maize at the
beginning of this season,
but it had been rejected.

SA faces a shortage of
about 1-million toms of
white maize after a bumper
crop last year. Millers have
put prices up by about 20%
after having to import
maize at R700/ton.

&19

es needed
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In terms of the new
maize marketung scheme
which started this month
after single-channel mar-
keting was scrapped, the
Maize Board was no longer
in a position to keep prices
below the price of imported
maize when SA faced short-
ages, said Cownie,

Low prices were “desir-
able from a national view-
point to ensure maize pro-
ducts remain affordable,
particularly in the inland of
the country”, he said.

“It is also desirable from
an industry viewpoint as
maize products can lose
significant market share to
other starch products if
prices become too high.”

Cownie said SA currently
enjoyed a steady market
for maize for human con-
sumption. But inereased
demand from population
growth had largely been
cancelled out by a drop in
maize consumption.

Cownie said that in terms
of the new marketing sys-
tem, the Maize Board
would accept maize from
any farmer unable to find a
commercial buyer and pay
a floor price.

Branding may
be legislated

NICOLA JENVEY

DURBAN — The Live-
stock Brands Act may be
reviewed and branding
may hecome compulsory
as a measure to combat
the R80m-a-year stock
theft problem, Agricul-
ture Deputy Minister
Thoko Msane said.
Addressing the National
Stock Theft conference
yesterday Msane said
owners benefited from
branding as it proved
possession, the SA Police
Service (SAPS) could
easily trace stolen ami-
mals, the pounds could
trace owners and the con-
sumer benefited through
savings in a more effi-
cient livestock industry.
SAPS deputy national com-
missioner Zolisa Lavisa
said the number of cattle
stolen had increased
from 24986 in 1990 to
46138 last year — less
than half were recov-

ered.

The theft of sheep and goats
had increased to 125 884
from 80802 over the
same pertod. Only 25 525
were recovered last year.

Should the law change, far-
mers would have six
months to register a
brand and unidentified
stock could not be sold.

Beneﬁts n

CAPE TOWN — The electrical grid Sys
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| EDWARD WEST ]

being discussed for southern Africa had the
potential to supply the whole continent and
even export hydro-power through Egypt to
Europe, according to a report by energy
researchers at the Institute of Futures
Research at the University of Stellenbosch.

Regional co-operation in the comimner-
cial energy sector offered mutual benedits
to southern African countries, they said.
Although SA had 82% of sub-Saharan Afri-
ca’s generating capacity of 48 646MW, its
capacity for its own needs would be fully
utilised by 2000.

After that, SA would need to secure
1 000MW to 1500MW additional capacity
each year. Either coal or nuclear power
stations would have to be built, involving
major financial commitments.

Both options would involve adverse
environmental effects. SA was already
among the 15 cour'sies with the world's
worst atmespheric po! 2tion from industri-
al sources, the researchers said.

Countries in southern Africa had the

potential to supply SA's future require-
ments at lower cost and with less environ-
mental risk. Zaire had the largest resource
for electricity generation in Africa, with a
totai potential of 100 000MW.

Its current output was 3 533MW, or 3,5%
of potential capacity. Export capacity
could generate significant foreign
exchange. In addition, grid interconnec-
tions offered technical advantages such as
maintaining lower reserve requirements
for any given level of reliability, which
would in turn allow a reduction in costs.

Two initiatives examining electricity
co-operation were under way.

Regional co-operation in the commer-
cial energy sector would minimise the
costs of energy supply, reduce environ-
mental effects, raise regional trade levels,
provide foreign exchange and add momen-
tum to the long-term vision of full econom-
ic integration among Southern African De-
velopment Community countries.
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TRADE and Industry Minister Trevor

Zero tarriff imposed ?n 1mpgfteg_g gize
ISE COOK

Manuel, in a move likely to ease further
upward pressure ‘on maize prices, an-
nounced yesterday that government had
imposed a zero tariff on imported maize.

The Board on Tariffs and Trade, which
made the recommendation, would propose
that duties be imposed only if circum-
stances warranted it, he said.

Import control of xgaiie W. gayo}w?hi,
on May 1. ?) | Z
e staple food?

“Maize is e majority
of South Africans, It is thus of the utmost
importance that the right quality maize be

available at affordable prices at all times,”
he said. SA faced a 1-million ton white
maize shortage as a result of drought.
Prices of imported maize outstripped local
prices by about R200 a ton. ‘
ier group economist David Frost
welcomed government’s “sensitive inter-
vention” on a case-by-case basis for differ-
ent industries, Tiger Oats executive direc-
tor Hamish McBain said Manuel had taken
an “appropriate and logical” step. The
maize industry did not need protection.

- -




- e e

r

P ! |

rte TTATE ams v mpoman e ;e e ar

LT RRTEI v BT - IR T PR PR

—— o (U

ENDLESS CYCLE A Transumal farmer surveys crops during the drought in 1992
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Maize imports exﬁ]%lpt fr%}mduty
¢

The trade and industry minister,
Trevor Manuel, said he had acc-
epted a Board of Tariffs and Trade
recommendation  that maize
imports be exempt from duty this
season, and as a norm.

He said customs tariff protec-
tion, which would initially be set at
zero, would replace the Maize
Board's control of imports, abol-
ished from May 1.

"This is a seasonal thing. If

e (bR)il

there needs to be a change in the
future, I think it should be subject
at least to brief public hearings,” he
said.

“The norm will be no customs
duty in the future and changes will
have to be subjected to a faitly
public process.”

He said a break with the tradi-
tion that maize producers had the
main say in price and import
control was needed.

Ii
Manuel saiﬁ' a statément ear-
lier that the single channel import
regime operated by the Maize
Board had been lifted from the end
of April and replaced by a system
whereby any person could import
maize provided the applicable
duty was paid.

“Because of the importance of
maize for the consumer ...the
level of protection was considered
carefully,” Manuel said. — Reuters

1 ELLTTE TRV B S fur | Seiniid e o v o
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THE ;controversy over the maize
price became more heated yesterday
with:the ANC/SACP/Cosatu alliance
calling :for a radical overhaul of the
maize industr;eg:}mﬂjQE

The .alliance the industry
should ‘open up its books for scrutiny,
and that a maize forum should be
formed-to keep a lid on profits.

In a'separate statement, it said the
zero tariff, announced by Trade and
Industry Minister Trevor Manuel this
week, should be reviewed as soon as
the present crises were over.

+¥We call for the opening up of
books right up the chain, from pro-
ducers to retailers, It is essential that
thereris transparency and that there
are no uneccessary costs,

{ LOUISE COOK |

“The alliance calls for a maize fo-
rum of producers, processors, con-
sumers, trade unions and govern-
ment to to be formed as soon as
possible to ensure that this vital basic
food can be produced, processed and
sold in ways that prioritise social
needs and not private profits.”

Maize was the staple food of the
majority of South Africans.

“While the drought has obviously

* resulted in a major maize shortage

this year, food inflation has out-
stripped overall inflation for all but
one of the past ten years.”

This underlined the fact that the
problems in maize supply, and in ag-

ANC demands maize industry Overhaul

riculture generally, were caused not
solely by the drought.

The Gauteng government’s stand-
ing committee on agriculture said a
forum was needed and that the zéro-
tariff on imports should remain in
place for the rest of the year.

“We do not believe that deregula-
tion warranted an immediate in-
crease in the price of maize meal. ...
We call on millers and farmers to
play their part in ensuring that ev-
erything possible is done to minimise
price increases.”

Meanwhile, the National Maize
Producers Organisation said it had
accepted government'’s new tariff
system on maize,

® Comment: Page 6
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‘VAGRICULTURE Minisfe Kraai van Niekerk has
‘called on the maize facilitatmg comittee of the
Agriculture Department to reconvene and establish a7
maize forum, but producers are opposing the reintro-;
duction of any regulated system.

The committee had worked out the new maize
marketing scheme with industry, but producers said
prices-and production-were not up for discussion,

.| * 'The Agriculture Department said Van Niekerk

- wanted industry players to “deliberate on the viabil-
'| ity, necessity and constitution of a discussion forum”
to assist the current transitional process in the maize
industry. This followed a forore which had broken out
It ~ in past weeks following hikes of up to 19% in the price
of maize meal because of the drought. A new deregu-
lated‘,malze marketing system was also introduced

National Maize Producers’ Organisation GM Giel
. vanval’yesterday rejected calls for negotiations on
' prices: and production of, maize. “Farmers bad just
been forced to move away from statutory control and
-~ pricefixing, Now that we're there, we' see no reason to

political aid not in keeping with a free market.
The Agricultyre Department said the new deregu-

rigks and challenges for producers, co-operatives, the
milling-industry and consumers. . . -
“Apart from the possibility of imports of white
maize. to supplenfent“local supplies, the mixing ‘of
* yellow Maize- into new- lower priced maize meal
prodncts, can also be consider
The transition from a regu!ated to a liberalised
mnrket«was a vast step taken by the industry and
many isssies required consultation and attention, -
que;.‘ANC/SACP/Cosatu alliance last week de-
gﬂ a, maize' industry, overhdul,. saying that-a
forum ‘shGld be fornied to keep, a lid. on; prot‘its

P

, move;hack to a regulated. system.”. The forum was -

lated market had brought considerable uncertainty,
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‘MAIZE INDUSTRY

Back to State control?

N IS /7S

Calls by the ANC/SACP/Cosatu allfance for
a maize industry forum to ensure that social
needs get priority over “private profits” is
seen as an attempt to regain political control
over the recently deregulated industry.

The alliance’s calls come just as maize
farmers, processors and consumers are tak-
ing their first, faltering free-market steps
after the May 1 abolition of statutory price
and marketing controls.

Strongly supported by the Premier
Group, the forum suggestion is directly
linked to recent predictions that this sea-
son's maize prices could rise by 19%-30%
as a result of a drought-induced crop

(7 772&
April 30 next year. “Two unknown factors
could further change the scenario — con-
sumer reaction to high prices and to blend-
ing and whether farmers could still unload
unsold stock from last year on to the
market.”

Opponents to the maize forum idea (now
the subject of an investigation by a special
committee appointed by Van Niekerk) point
out that the Wheat Forum, in existence for
the past two years, has been singular in its
lack of public transparency while also
coming out in support of the interim
continuation of single-channel controls.

As the maize industry, therefore, opens

shortage (Business May 3).

Premier Foods group | -
economist David Frost says |
a maize forum could prepare
the climate for consumer
issues such as the mixing of
white and yellow maize —
he says this could lead to a
further loss of market share
to products such as rice and
potatoes — while sugges-
tions of State control of the
maize industry, through the
forum, are misplaced.

“But, as the maize in-
dustry (like other food sec-
tors) supplies the inputs for
a large number of proces-
sors, representatives from
the Department of Trade &
Industry should share the forum with the
Department of Agriculture. The food in-
dustry goes much wider than agriculture
and should be treated as such.”

But National Maize Producers’ Organ-
isation GM Giel van Zyl says that having
accepted the removal of statutory controls,
farmers will not countenance political con-
trols. “Do they eventually want to tell us
how much each farmer should plant? This
is ridiculous. The market has been freed,”
he says. “The Wheat Forum does not work.
You cannot impose such structures in a free
market.”

Pretoria-based agricultural economist Jo-
han Willemse says that, rather than recreate
yet another body, the Maize Board should
be used to play a broader role.

In a statement this week, Agriculture
Minister Kraai van Niekerk suggested that
SA might have enough maize stocks —
should limited mixing of white and yellow
maize take place,

Tiger Oats executive director Hamish
McBain says his group’s calculations show
‘that, with estimated imports of about
600 000t, SA could:end up with a surplus
stock of about 614 000 t'of yellow maize by

. unknown factor.
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itself to a competitive mar-
ket, the wheat industry has
been successfully cocooned
—~ with the help of its fo-
rum.

“There has been a lot of
" | effort to manipulate the

1 wheat industry to retain the
single-channel system,
which I feel is not in the
interests of SA nor of the
consumer.

“Forum lobbying for high
import tariffs, coupled with
B 2 rebate structure, opens the
1 way to circumvention and
gl cbuse of an over-regulated
B system,” says McBain,

But, he adds, while Tiger
opposes a price-forming role
for the forum, it does support it as an
opportunity for exchanges of ideas and for
tmproved understanding of complex in-
dustry issues.

Wheat Board GM Louis van Staden
confirms that the Wheat Forum “earlier this
year” agreed to a one-year extension of the
single-channel system, allowing the board
to assess the combined impact, on industry
deregulation, of the new Marketing Act, its
tariff application and the new White Paper
on agriculture,

Adds Van Staden: “Anybody with the
fond idea of using a maize forum to
manipulate prices can forget about it —
once you have ‘tariffication,’ import price
parity determines price-forming.” |
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EU Parliament
backs loans to S -

The European Parliament on Friday its"support of a loans pack-
age for South Africa worth R1.2 billion. ¢ T %D ZZISLIQG

The two-year loans programme will come Luxembburg-
based European Investment Bank. The money will mainly support
infrastructure projects,

European governments still need to give their agreement to the
package, but officials said it would not be discussed when European
Union finance ministers meet in Brussels today.

However, it could be discussed next Monday at a meeting of the 15
European foreign ministers, together with the expected agenda of
future EU relations with South Africa.

Asmal quizzes Iscor: The minister of water affairs, Kader
Asmal, on Friday ordered further inquiries into Iscor’s Saldanha Steel
plan following talks with officials and environmentalists in Cape
Town. Asmal told a news conference he wanted to know more about
the pollutants the proposed waterfront mini-mill would produce and
their likely movement into underground water resources.

France and ltaly Qung up on SA: Feance and

Italy plan to spearhead a campaign blocking preferential treatment to
South African canned fruit imports into the European Union. France
tabled a formal objection to the EU executive commission in Brussels,
which agreed to a six-month delay, until june 1, before South African
farmers could export their produce to the EU. . :
NN 2P
R10 000 disaster donation: Pretoriz-based
Noordvaat Brokers, which has more than 4 500 dlients working at
Vaal Reefs, has donated R10 000 to the Vaal Reefs Disaster Fund.

Plan for emerging business fund: Menbers of
the US-South Africa Business Development Committee have pro-
posed the creation of an emerging business fund and other trade ini-
tatives during a two-day meeting in Cape Town, officials said.

Maize Board exports: The Maize h@sﬁ&%ewm
sell maize directly to Botswana, Lesotho, Swaziland and Namibia or
issue permits for the export of maize to those counizies. The board, for-
merly the single channel marketing authority for South African
maize, said it had, formg? treated these countries as part of its

hm-n_li-nT i .
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a, clearancé certificate
from the Argentinian gov-
ernment -to import 33000
tons of maize, commercial
manager Peter McFarlane
said at the weekend,
McFarlane said the posi-
tion of future imports from
Argentina was uncertain,
The maize was still being
loaded onto a ship, and the
vito-sanitary. certificate
(which'relates to health and
hygiene) was being delayed
by Argentinian authorities,
The importing agent,

one ship, was ‘“purely
technical”. B
Sources said yellow
maize was being imported.
Until last month’s-‘mar-
ket deregulation, maize
could only be imported by
the Maize Board.. .
{3 Sapa reports that despite
poor harvests caused by:
drought, SA would . sell’
maize to Botswana, Let
sotho, Namibia and Swazi:
land this year, the. Maize
Board said. s
Methods of payment had
still to be finalised.
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ars 1 _.Crop
was estimated at 4,6-mil-

lion tons, an ‘increaser of |.

70 000 tons’on last month's
estimatey, the -Agriculture
Department’s Natjonal -
Crop Estimates Committee
said yesterday, ... Jifay e
White maize was expect-
ed to be 2;1-million tons and
yellowi:: maize 2,5-million
tons, -The final size; would
be known :-after Angust,
committee, chairman ; Ko-
bus Smit; said, - SA needed
“-about 6,5:million tons, 1.
Maize: Board, marketing
' manager;:Leon du.;Rleggis
said; this; year's shortage,
Wwhich:had hit the whole of
southern. Afriea, ywould
compelthe hoard to make
concessions .to ensure
" neighbouring countries
couid.; maintain +Supplies.
With\,,t,he. changed ~role, of
the;board from May.is the
questionsof- how::to. Supply
Botswana, Lesotho, :Swazi-
land~and -Namibia. would

Y
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haveito be resolyed.
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THE Land and Agnculture Policy
Centré has accused the Maize Board
of abusing the new system after the
board’s announcement of a new floor
price of R420 a ton for export maize.

Centre director David Cooper said
the board was favouring producers’
interests, and not*“doing a good job”.

- “The board is not doing a good job.
___The floor price should be export par-
" ity less costs, much less than R

ton,” Cooper said. EDQS QS

The board, he said, had br
spirit of the agreement reached at
government’s Swart Committee
which had brokered the new scheme.
“The levies should not be touched
this year because there is a shortage

ff\-w«""

Malze Board accused of abusmg system

- of maize. The money should Yemain
1+ iyin the board’s stabilisation fund to

support the price during swrplus
years,” he said,
Cooper said the centre would take
up the issue up with the board.
Tiger Oats executive director Ha-
mish McBain said the board’s floor
and target price of R476 a ton might
“create a false Impression among
producers”, and increase prices,
The board should intervene in the
domestic market only during yearsof
surplus production as a buyer in last
;esor;da%export sarplus supplies,
e said. =
Contral gg}:'eeﬁgnts the hoard
was now competing with other buy-
ers. He warned that large quantities
of maize delivered to the hoard could

bilisation Fundto meet even the floor
price requirements”.

Maize Board marketing manager
Leon du Plessis said the board had
stuck to agreements made at the
Swart Committee.

“The floor price was set strictly in
accordance with a negotiated formu-
la. The whole industry was party to
that agreement,” he said,

“Shortages exist in theory only —
in reality the imports could change
all of that,” he said.

Du Plessis said the board needed
the levies to stabilise prices, should
surpluses occur in the market.

Meanwhile, Agriculture Minister
Kraai van Niekerk has instructed his
department {o reactivate Swart
Commiitee talks with the maize in-
dustry. No date has been set as yet.

cause “insufficient money in the Sta-
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BY JANET SEBASTIAN

Ry SPECIAL VWRITER
Towd yeats ago, three men embarked
ona dream to bufld a milling compa-
ny to serve Soweto and were
ridiculed,

. Bul‘théy persevered, and after a
five-month ‘slump turned over
R1,8 million in their first year.

Sowéto Milling Company is still
very miwh in its infancy; but with a
permanent staff of 17 already
employs more people than some of
the larger and almost fully automat-
ed milling businesses,

A gap in the maize meal market
opened up after the larger companies
stopped supplying regularly to
Soweto and other townships when
their trucks kept getting hijacked.

“The big companies went into
Soweto with massive haulage vehi-
cles with, large company logos over
them. We are ot so conspicuous and
also have very good communication
with people in the township,” said
Vernon Pheiffer, a partner in Soweto

' Milling, “The major companies now

even coniract us to take their prod-
uets into the townships.”

Pheiffer, who has 43 years' expe-
riencé in milling, said he'd toyed
with the idea for many years, “Then
John Nel, alsc a partner now, told me
that he was thinking of starting a
milling company in Soweto and I
said: No you don't. That business is
mine and I'm going to build a com-
pany there,” laughed Pheiffer.

Eighteen months. Jater Nel, who
wasa sales manager for a major
maize meal company, approached
Pheiffer regarding a joint venture,

AR R

e, 4 former’ pro-
fessional soccer player with Moroka
Swallows and a long-time close
friend of Pheiffer’s, came on board as
a partner too. Soweto Milling also

_has a fourth, silent partner.

Shongwe and- Pheiffer spent

“mionths researching the project with

shopkeepers in Soweto to see if the
business would prove viable, The
response was positive.

“It's very tough in business and
like anyone else we struggled like
mad in the first few months to build
up our reputation. We even delivered
in our own ears for a while before
buying a bakkie and then a truck,”
said Nel.

“Things finally took off after five
months and we've built up a very
good relationship with our cus-
tomers. We can deliver small quanti-
ties of maize meal to them 24 hours a
day whereas the bigger companies
only like to deliver in bulk.”

The mill and equipment were
constructed locally to cut costs.

“We didn't even approach the
banks for financing because it was an
idea that everybody sneered at,” said
Pheiffer. “They said we were mad
but we believed we could do it, so we
never borrowed a cent and put in
everything we had to raise the
R250 000 needed,

Pheiffer had extensive previous
experience in Africa building facto-
ties in countries such as Moz-
ambique, Rwanda, Zambia and the
Congo for aid agencies.

This February he travelled to

Zaire for a week and-helped build 2

mill exactly like his own.
“We had everything pre-made

|2 partners

of their dream
i m%(;wﬁ@zl, jg J4g

NAI2E
here and thertaKen by cor(tainer.”

Soweto Milling has had many
calls from people interested in its
concept. “Recently, when the presi-
dent of Mozambique, Joaquim
Chissano, came to South Africa, he
paid us an unexpected visit and
toured our mill saying it would be
ideal for his country,” added Pheiffer.

There are about 200 independent
milling businesses in South Africa
but following the recent deregulation
of maize prices by the government,
which opened the market to huge
price fluctuations, many small busi-
nesses are fighting for survival,

“A lot of small mills are closing
down because of the price hike as
they don't have the storage facilities
of the big companies,”  said
Shongwe. “Five have closed in our
area and many people are offering to
sell us their mills.”

Although Soweto Milling is head-
ing towards a second-year turnover
of over R3million, and now also
serves Orange Farm, the East Rand,
the West Rand and Midrand, the
partners’ long-term aim is not to
enlarge the company.

“If we have more work than we
can handle, we employ people with
trucks from the townships as we
strongly believe in supporting other
small businesses,” said Shongwe.

“We are looking for black entre-
preneurs {0 train and assist in start-
ing similar ventures. Black people in
South Africa have been traders, not
manufacturers, We want to change
the status quo and turn them info
independent manufacturers of and
traders in their own foodstuffs,”
Shongwe explained.
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‘Maize storage

_; too expenswe

' ise  Cook. - . -75
OMBRE
CO-OPERATIVES" Storage

|- costs for maize are exces-
-1 ‘sive} *forcmg producers ‘to
: ,consrder other’', facilities,

says Tlger Oats ‘executive

‘ 'dlrector Hamlsh McBam

He said recently co-oper-

N atiyés’ .charges should. be
 more ‘reallstm if, ihey wan-

ted'to retain _théir. market,...

edge. McBain was: reactmg ton.
" to former Maize Board GM

Peter‘ Cownie’s. call for an

Thé. R71/ton "avera,

" "efféctive, policy 'to * stoye
‘ malze reserves, Zshs :

& storage cost by co:oper-

atwes ‘was “excesswely
hrgh" he! sald

‘Many; producers were "
: lookmg into low-cost alter- -
- natives which would. help -
i brmgldown the maize prrce

Ol JSentraalwes GM: Rlaan

Booysen said’ he doubted if

| silo.'costs were more - ‘than
i} R40/ton at any, srlo

cos%s ‘S110 owners are los~ .

mgrout " ‘mf (I




Conflict over paymeiit to'majze farmets

Louise. Cook &{)_%O |5| 46

AGRICULTURE Minister Kraai van Nie- ;

kerk approved the Maize Board's R40a ton
back: payment to 'farmers yesterday,
sparking renewed 'conflict hetween pro-
ducers and consumers,-- <+ -
Thé"Hoard requested the “agterskot” to

farmers who delivered maize last year

before the industry’s deregulation.
Prémier Foods chairman and CE Gor-
don Utian said the decision meant consum-
“ ers had lost out. ,
Land‘ and Agriculture Policy Centre
agriciltural economist Brendon Bayley

R

said it was disappomting that a final deci-
sion had been taken two days before indus-

try role players were to meet for talks, The

decision effectively pre-empted any dis-
cussion on the matter in an open forum.
Producers welcomed the annoumcement,
calling it an interim payment. National
Maize Producers’ Organisation GM Giel
van Zyl said opposition to the payment
arose from “political pressure from people
who want to promote consumer ifiterests
to the detriment of producer interests”.
The Agriculture Department said the
paymeni would give producers R370 a ton
against 1993/94's producer price ?fi R417.
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Maize wm%?mnm

AGRICULTURE Minister Kraai van
Niekerk faces a grilling in the Cabi-
net over his decision to award a R40
a ton agterskot payment to maize
farmers rather than use the money
to soften price increases.

The minister said he was legally
and morally obliged to pay this mon-
ey back to farmers.

But Janet Love, chairman of Par-
liament’s standing committee on ag-
riculture, intends to draw his deci-
sion to the Cabinet's attention.

“] have a problem with the minis-
ter’s interpretation of his legal and
moral wmmwonmmz_:mmm. I have sought
legal opinion and there appears to be
no obligation. As far as his moral
responsibility goes, surely the inter-
ests of millions of consumers de-
serve consideration?”

André Ferreira, sentor economist

3
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" By CIARAN RYAN

for the National Maize Producers’
Organisation, says Ms Love’s reac-
tion is “ridiculous” and that there is
no question farmers are entitled to
receive the payment.

“T believe the minister was under
pressure, especially from Nampo, to

make this decision,” says Ms Love.’

“Neither he nor Nampo appear
willing to enter into dialogue in a
public forum, and this indicates that
their arguments are unsustainable.”

Millers have warned of 40% con-
sumer price increase after a 66%
maize producer price increase.
Nampe recommended to farmers

not to sell helow R550 a ton, R120 up

on last year. -
Meanwhile, Mr van Niekerk’s
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draft %—E.wpmnm of ﬁ cultural Pro-
ducts Bill were at an open |
hearing i Pretoria on:Thursday.

His claim of “general consensus”
on the need for some form of statu-
tory marketing was —.o_wonﬁm www
geveral groups, including the Organi- .
sation of Livestock Producers and ,
the SA Futures Exchange, ~

The maln objections are the Bill's
provisions for market intervention
and the need for a national agrieut-
tural marketing council. .

Delegates claimed the Bill violat- ;
ed their right to disassociate and that !
compulsory levies could not be de-
fended in terms of the interim consti- -
tution. ¥

The Department of Agriculture;
referred the matter to constitutional &
expert Mr Justice Pierre Olivier. @
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More exp

#1 BY NIKKI WHITFIELD
CONSUMER REPORTER

As part of the new sys-
tem of transparency in
the maize industry, the
Maize Board has pledged
to announce the expected
target realisation for
maize in its export pool
at regular intervals.

St 6[C ] S .
ort /

S In maize ‘free m

The fourth official crop
estimates, as calenlated
by the National Crop Es-
timate Committee, have
shown an increase of
about 70 000 tons against
the previous estimate, ac-
cording 10 a statement
from the Maize Board.

This means the board
will accept 2 bigger quan-

tity in the export pool
than originally estimated,
But why export in a
Year when maize meal
Prices are rocketing be-
cause of severe crop
shortages brought about
by the crippling drought?
It seems it all has to do
“"with the new free market
" system which embraced

arker

M
ar

——

naize on May 1.

Major companies such
as Premier and Tiger
Oats are now free to im-
port as much maize ag
they like, «

According to g Maize
Board spokesman about
500000 tons of majze

“have bpen Imported so

far this year,
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TAXPAYERS have
doled out R1,29-billion
over the past 10 years to
the maize indusiry —
over and above what
they have paid as maize
consumers.

' This year taxpayers will
fork out R37.6-million to
reduce the Maize Board’s
débt of R180-million to the
Landbank. The board says
the debt to the Landbank is
down to R173,5-million, at-
tracting interest of R27-
million a year for the gov-
ernment’s account.

. “The Cabinet decided on
! ecember 15 1993 to ser-
vice at least the interest on
a yearly basis and to re-
deem the loan when funds
are available,” says the
Maize Board.

claim a

By CIARAN RYAN

Janet Love, chairman of
parliament’s standing
committee on agriculture,
highlighted the cost to tax-
payers of supporting the
maize industry during last
week's agricultural budget
debate. These debts had
contributed to the distor-
tions in agriculture.

The Maize Board ran up
a debt of R174-million be-
tween 1980 and 1983. This
was redeemed, but further
Budget appropriations to-
talling R450-million were
made between 1985 and
1988. More losses were in-
curred during the 1986/87
geason when 3-million tons
of maize were exported at
a loss of R1356,71 a ton, in-

aize Board’s debts |

heavy price

sr(er)nltlas

creasing the deficit on the
Maize Board's stabilisation
fund to R411-million.

“Between 1988 up to and
including the proposed
amount in this year's esti-
mate, taxpayers have alto-
cated R8365-million for
maize and maize pro-
ducts,” says Ms Love,

“Since this period (1988)
it appears that no further
debts have been added and
that Minister Kraai van
Niekerk had a significant
role in changing the sys-
tem. But the old debts con-
tinue to be paid with tax-
payers’ money through
amounts that have been set
aside every year since
1988.”

Ms Love says there is an
apparent lack of recogni-
tion by maize farmers and

the Minister of consurners’
rights and difficulties.

In the 1994-5 season
maize farmers earned a
surplus of R26 a ton over
and above the target price
of B350 a ton. In terms of
the Act, the minister has
unfettered discretion on
the alloeation of these sur-
pluses, provided he “ap-
plies his mind”.

He decided to pay R20 of
the available R26 a ton sur-
plus to maize farmers — a
total of more than R100-
million — rather than re-
pay the Maize Board debt
to reduce the burden on
taxpayers.

Deregulation of the
maize industry this year
had coincided with low
production due to the
drought, creating price in-

mrizE

stability which hits the
poor hardest. The minister
announced his decision to
award agilerskot payment
to farmers without due
consultation with the in-
dustry.

Ms Love says: “The mor-
al thing for the minister to
have done would have been
to approach his colleagues
in government, inform
them of the good news re-
garding the surplus in-
come, present them with
the facts about staple food
prices during 1995, as well
as facts about the Maize
Board’s debts which tax-
payers are stilt paying off,
and arrive at a collective
decision about the best way
to use this money to ad-
dress either or both of
these problems.”
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- Drought-hit maize crop below average: T
» year's drought-hit maize crop-was expected to be 4,56 million tons, - |
., the government’s National Crop Estimates Committee said. Last
" 'year's crop was about 11,94 millibn tons. Average annual consump-

tion is 6,4 million t
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- Kraai van: Nlekerk has ap-

pomted a"* three-member | *

compiittee: to- determijng
~ whether the advance price

for maize delivered to the | ¥

Maize Board’sexport pool
was .toe high:: A decision
was expected. this week.
At the beginning, of. the
maize marketing season on
- May: I the .board set the
adyance  price', at R420 a|
ton, Recently the board. és-
t:mated a target real:satmn
price’ for suppllers of ma:ze
to the pool of R476! a ton!
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Maize,
SA’s R3 000-m

fruit head @
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annual food exports

1 Gold, minerals lead the way

Staff Reporter

NEXT to gold and minerals,
food rémains South Africa’s
third largest export prod-
uct, with food to the value
of R3 000 million exported
annually to other countries.

This is according to a state-
ment from the Directorate of
Agricultural Economic Tenden-
cies in the Department of Agri-
culture.

The statement says that last
year agriculture represented
eight percent of the total South
African export market, and ag-
ricultural products 6,2 percent
of the total import market.

_ But Hennie Davel, executive
director of Sentraalwes Co-op-

eratives, warned that the gen-
eral expectation of an econom-.

ic revival in South Africa
would create a greater domes-
tic demand for food, resulting
in a decrease in the export of
agricultural products.

Figures supplied by the de-

partment show the first sharp -

increase in exports was in 1988,
after which it levelled out be-
fore rising sharply again last
year.

The main export products in
1994 included maize and maijze
products, preserved fruit and
jam, citrus, deciduous fruit and
table grapes.

Vegetables were among the
smallest export products.

Dry land agriculture, notably
maize and wheat, depended on
seasonal conditions and in
some years drought reduced
the crop to a point where prod-
ucts had to be imported.

“South Africa has certain
contractual obligations to-
wards other African countries
with regard to the exportation
of maize and maize products.
These obligations must be met
even in years when South
Africa experiences a shortage
of such products.”

In 1994, maize and maize
products were the leaders in
export volume, 39 percent
greater than deciduous fruit.

Aty b fo/16

In 1993, however, it was only
ninth on the list.

Although South Africa’s total
trade with African countries
had increased by 18 percent be-
tween 1992 and 1993, total ex-
ports of agricultural products
had declined by two percent.

Future trade in agriculturai
products was, however, expect-
ed to improve.

South Africa was still the
cheapest supplier of agricultur-
al products to Africa, accord-
ing to Koos du Toit, chief econ-
omist of the South African
Agricultural Union.

Dr Du Toit said greater agri-
cultural trade co-operation be-
tween South Africa and Africa
had to be achieved, especially
with regard to stock and meat
production.

South Africa also had to im-

port an extensive range of ag-,

ricultural products, including
rice, dried beans, coffee, cocoa
beans, sisal, bananas, tea, cot-
ton, oilseeds, vegetable oils,
maize and wheat.
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The Maize Board dppears toéave Zs—
judged the dynamics of the newly dereg-
ulated market by setting the advance pro-
ducer price for the current season's export
pool too high at R420/t. The deregulation,
which came into effect on May 1, has also
led to an increase in maize import permits
— now freely available at a zero tariff rate.

The move has not only resulted in a drop
in demand for domestic maize but has also
helped transform the previously expected
crop shortage into a surplus.

Agriculture Minister Kraai van Niekerk
is said to be considering urgent proposals of
a recently appointed three-man committee
and is expected to reduce the pool price to
R360/t-R380/t. The new price is likely to be
submiited to the board within two weeks.

Van Niekerk says “various underlying
factors” contributed to the fact that more
maize is now expected for the export pool
than was initially the case:

O The use of transfer supplies from the pre-
vious maize season — surpluses of
784 000t white and 1,3 Mt yellow maize
were carried over;

QO More import permits than expected were
granted — 750 000 t in May alone. Freeing
the market aliows coastal mills to save on
rail transport costs from inland silos by
landing imported maize;

O Large-scale imports of poultry and red
meat products have depressed consumption
of local maize.

The fifth official maize crop estimate on
June 22 puts the white maize crop at
2,05 Mt and yellow maize at over 2,5 Mt.
After including transfer supplies and de-
ducting projected domestic consumption of
3,25 Mt white and 2,75 Mt yellow maize,
the net effect is that there will be a surplus
of almost 1,1 Mt yellow maize, compared
with a 414 000 t white maize shortage.

“We fear the board has overreached itself
by relying too heavily on the newly created
stabilisation fund, to which maize buyers
like ourselves are making a voluntary R46/t
levy contribution,” says Tiger Oats execu-
tive director Hamish McBain.

Another dilemma facing Van Niekerk
(and farmers) is that the board’s advance
price places “too heavy a burden on pro-
ducers and other role players in the indus-
try” especially as farmers also have to con-
tribute to the export stabilisation pool.

“The board did not realise the difference
between its former role as sole seller and its
new role as buyer of last resort. Theoret-
ically, at least, a pool price should not ex-
ceed about 80% of production costs — and
it should never influence market prices,”
says a feed induostry spokesman.

McBain says Tiger is importing limited

quantities of white maize and is offering
discounted pure yellow maize meal for hu-
man use. He expects maize meal consump-
tion to drop by as much as 10%, due to the
high white maize price. '

The average yellow maize producer price
of R347/t hardly represents an increase in
real terms on the previous season’s fixed
price of R495/t, taking a CPI inflation rate
of 10% into account. But the freely avail-
able option of imports and the sharp in-

. expected to reduce maize
pool prices

Van Niekerk . .

crease in poultry and red meat imports have
depressed expected demand, admits a board
spokesman.

The SA Futures Exchange agricultural
markets division has announced that it will
offer maize forward contracts as a hedging
mechanism from July 31.

“We see this as the first step towards fu-
tures contracts in maize. But as the risk of
nonperformance in forward contracts re-
mains — compared with futures contracis,
which are guaranteed by the clearing house
— we intend to collect a deposit or guar-
antee from each party, which will be held in
trust as security for nonperformance,” says
Rod Gravelet-Blondin, marketing and train-
ing manager of the division. |

- ——— -
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AGRICULTURE Mlmster JKraal van Nie-
kerk' sald on Friday he would revoke-the
Maize” Board decision regarding an ad-
vance price for deliveries to its export
pool,: hinting at a “possibly lower- price”.

Thé board would have to take a new

decision within a fortnight with regard to
the export pool advance price level, sub-
ject to certain conditions, he said.

“It is envisaged that the new advance
price level will reflect export realisation
only ahd that the market mechanism will
start operating effectively with the deter-
mination of a domestic pr:ce for maize,”
he said,

“Tt will also contribute to a reduction in

unnecessary imports of maize, which will'
eventually benefit local producers and

e 2 a]7])as
Doar

OVErTuic

consumers.”

This was necessary to address “the

short term problem of too high an advance
price”,

He said “the possibly lower advance
price for the export pool should not be
regarded as a signal for the domestic
market”, and should be seen as part of 2
bid to remove surplus supply.

It was clear that more time was needed
to refine the operation of the maize Fiar-
keting scheme and to clear up cert in
problems relating to mterpretatxb aand

-application, he said,

He had réquestedsthe hoard to aj}pomt
an advisory committee to submit ‘propos-
als on certain aspects of the maize mar-
keting scheme. — Reuter.
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THE furore over a maize price took a
bad turn for farmers at the weekend
when Agriculture Minister Kraai van
Niekerk announced that he had re-
voked+the Maize Board's advance
tnaize price and instructed the hoard
to set a new price, - :

Van Niekerk said the move was
intended to address the “short-term
problem” of an advance price that
was too high. A new price had to be
set within two weeks, he said.

He said the “possibly lower” ad-
vance price was not a signal for price
Jevelson the domestic market. “It
should be regarded as part of a sur-
plus removal alction."

The, board’s new advance price
shouldj¢reflect export realisation
only” and help reduce unnecessary
imports of maize. . :

‘More time was needed to refine the
operation of the maize marketing
scheme;and clear up interpretation
and ‘application problems.

‘Hé also requested the Maize Board
to appoint an advisory committee
representing all industry role play-
ers. The advisory committee had to
make recommendations on “certain
aspects” of the maize marketing

scheme an :
have to report to him on the future
application of the marketing scheme,
Van Niekerk said. e
Tiger Oats executive director
Hamish McBain said the maize indus-
try was “not out of the woods yet” but
the minister’s action had been.con-
structive and pragmatic. ;
He said a new advance price was
Tikely to be “anything between R330
to R400 a ton. It would be caiculated
in terms of a set formula.” -
The situation had been seriously
aggravated by the Maize Board's
declaration of unrealistic floor and
target prices. This sternmed from an
attempt to misuse income from the
stabilisation fund, he said.
However, National Maize Produc-
ers’ Organisation chairman Cerneels
Claassen said excessive meat, poul-
try and maize imports hadscaused a
significant shrinkage in the:doiestic
maize market, causing ithei:Maize
Board’s stabilisation fund::to:come
under undue pressure. €5
He said farmers.were disappointed
and some “may. evenbe overreacting
by selling at R300 a ton™.:He'called
for a new advance price to be set as
soon as ‘possible. “The local maize
industry has been severely hit by ex-
cessive maize and meat imports.”




R T T

o T /7—/:8’
MAIZE INDUSTR %ﬁ @

R.Jeltlplﬂl;.g:'ii/l; spolls

-J

Farmers ln:l' enoutho be holdmg stacks
of white maize are now getung between
R600It and R645/t compared ﬂpth the pre-
vmus season’s RSJOIL;,, Gebtimaies o

N .lr.‘ ’
| “parity pricing —sthe. rand.pncg ‘equivalent
gf landing US Eze at infand silos, includ-
mg shipping, wharfage and rallage costs.

-Though admittedly based.on a small crop
1 of about 2,05 Mt, farmers ,axe;xeapmg the

‘benefit of the newly freed:mmket. The cur-
Tent shortfall in white indize hias been put at
about 414 000 t. For the first time in more
than five decades, producers ‘and processors
are experiencing the impact that supply dif-
ferentials can have on market.prices. .,

As mmchrméaFM,lasrweek. Agri-
culture Minister Kraai van Niekerk has re-
voked the Maize Boatd’s unrealistically
high R420/t advance .export pool price for
white maize. The board has, according to
Van Niekerk, until the end of next week to
take a new decision gn the export pool
price. He says a lower advance price “will
contribute towards a reduction in nmueces-
sary imports of maize, eventually benefiting
local producers and processors.”

With a yellow maize surplus of more than
1 Mt, prices are.reacting as expected in the
relatively free domestic maize market.

~
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This foliows . Ihc ml:roductxon of import-

BUSSNESS

Should the new yellow maize pool price be
based on export price parity, as suggested
by Van Nierkerk, it could fall to as low as
R240/t-R260/t, says SA’s biggest maize co-
operative Sentraalwes’s CE Hennie Davel.

Though lower vellow maize prices may
be in the offing, most trading is taking place
directly between farmers and processors,
with the board acting as buyer of last resort.

National Maize Producers’ Organisation
GM Giel van Zyl says some farmers are
getting “farm gate prices” of R400/t-R480/t
for small lot sales of yellow maize. This
should start falling as the effect of the
board’s revised pool decision starts filtering
through the market.

Maize Board acting GM Poena Fourie
says that though the board holds only 57t
of export pool maize, this may start rising
. 8§ co-operatives
start sending
their tonnages.
“But, because of
the high import
- Jevels of maize,
poultry and ather
red meat, we

i 7 4 may have to start

*//)fﬂjf'%f re-exporting sur-

Davel plus yellow
Imaize soon.”

Davel says that with the board’s price-

forming role in the domestic market now .

relegated to that of a surplus remover, there
is a need for a proper spot price-forming
mechanism.

Sentraalwes believes it has found the an-
swer in the new Amex electronic auction
system, which proved a success in tests last
week. “Amex should also create the essen-
tial spot market base for the SA Futures Ex-
change agricultural marketing division’s
initial maize forward contract operations
from July 31,” says Davel.

Premier Food chairman and CE Gordon
Utian says the *“dissimilarities” in the white
and yellow maize markets are coming to the
fore, especially now that the “initial mis-
take” of setting the advance pool price too
high at R420/t is being rectified, ]

it
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g Exchange for

g%gze ogzgns
ise coo S
S‘ 8/ '?S'
NEW grain exchange for .
maxhe auctions. would"be |
launched by Sentraal, Wes
Co-operative tomorrow,
opening the way for an offi-
.cial, domestxc maize indus-
. try spot market; grain mar-
ketmg manager Conrad
Key Sér/8hid yesterday.
Smcef{’fhe deregulauon of
the' ma‘lze industry in My,
government no longer set a

| price for domestic -maize,

whlch led "toclashes he-
tween "producers and buy-
ers over a fair domestic
price. This had résulted in
large’ yellow maize imports
flooding the' local market

S Jand’ affectmg producers

Keyser said the' exchange
'would start on the Agricul-
tural Meat Exchange
i(Amex) -system -used for

w . lwestock auctions. It would

.sell ] majze to. 50 registered
buyers,. representmg 80%
of of" mxllers, ammal feed
man farcturers,,poultryfar-
mers and dealers:”’

17 “We are’ crea’tmg a faeil-

" ity to operate'in Adeficit and
surplus years, It'is a cash
* market, but as.a Safex seat
holder; Sentraal-Wes is pro-
;moting the development of
_forward and futures trade,
“with'the spot/price formmg
the pnce basis.” -

Amex maize auctxons )

would be keld every. month

i durmg the imarketing sea-
son;, The  Maize Board's "

lower Floor _price of
R304/ton for export:maize:
~would “make things- easi-
er;” Keyser sald ’,: !
“Although’ techmcally it
should .not, the: ﬂoor,rpnce
plays. 4 major. role in the
domestic market. price for
yellow maijze . the pre-
vious® (ﬂoor) prlce of
R453/ton was foreing us to
buy surplus produet for at

\‘-q'

-least-that amount.”..

Ry
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ﬁ_mos du. Emmm_m‘ m.pm mmnmnm_ man-
ager of -the. Maize Board, has
denied -withholding this season’s
opening m"onw wmﬁmm from the
mark

Tigders Tast, samw mnnc.mmn the
board;of wifhholding the opening s
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Fstock: wmﬁmw onghe. maocsmm thatit ¢ J

" was énosmﬁmnﬂm " Emo_.Bmson

Bt Du Plessis said that while; the, "
board had’ initially- rmE back-the:*
figures for justifiable reasons; they -
were now freely mqm_,_mEm. 2o
Opening s stock figures for white
maize. -as at. May- 1+ were’
857 000 tons , in ", trade: “and
115 000 tons in _uoﬂm -and’for yeks.
“'low maize;. 1 mmp BEEH., tons- in-
ﬁm&m ms_m. 210000 i in: wom_.m

L .r_._,N

o ..Lr:. -

_uomam ‘had -surplus-stocks ;which
“had'not been taken up in the trade. -
"by:means of the'normal allocation
.under the“old system before
>ﬁE 30,”. Du Plessis_ said.;"We
“then made: these . surplus stocks
" available to the trade. and’ could

~not.disclose any. figures until: each
indicated exdctly e

E&Smﬁ&. .Mwm
s&mﬂ e, sB:E anm up,

e .T. -

e

,_%c @\w

Cw E Em mwmun of the.season thie

‘He mmﬁ the board had therefore
decided it could not make any dis- -
-closures available at the time until

/it had. obtained these figures. “If |

we had done this, we may have

run info the situation where the -
- the books say are in the; mmOm mb&

what is actually in-the silos.”

m_m:um given could have changed

a &mamn_os in the market.”
i:The - uncertaintyy; regarding
mSnw Hm<m_m rma mﬁmm:

_\.:l g

ﬂg

wo‘m the mmnw mwmw ‘almost m: i _mmw
. ‘year’s stocks Had been- sold ;
““were really dleaning out the'silos
= which hardly ever. rmvvﬂ._m -
" aiid when it does, there is bound to

from one.week to another, causing

Hmmn:

be a margin of error between’ what

* He said .the corréet ovmsﬁm

. mﬁonw wmﬁmm rmm cmmﬁ mqa_mEmA
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Maize Board moves to
Wdispel traders’ concerns

(é NAIZE

E.“_

. W BY LLEWELLYN JONES This difference represenis reten-

fo - tlons by farmers for their own con-

gmyg , g / 9 g sumption and those of their labourers

and corresponds with the annua) aver-

~Leon du Plessis, the general manager  age in this regard,” Du Plessis said,

of the Maize Board, Yesterday moved 1o He also said perceptions that the

dispel concerns among agricultural  board was profiteering by exporting the

traders of apparent discrepancies in surplus stoeks from the Jast season in a
the white maize opening stock figures shortage year were incorreet.

" for the current season. “Of ihe opening stock, approximate-

; Earlier reports stated that the open- ly 30000 tons were committed for
+ing stock for white maize on Mayiwas export at the end of last season, leaving

857 000 tons in trade and 115000 tons  an available quantity of just over 80
in the Board. Recent Maize Board fig- 000 tons.

" lires, however, showed tota] carry- “We did in fact buy baek the 30 000
v~ gvers from the last season at 1,156 mil-  tons and ave on record as doing so. But
- -lion tons, making for g, diserepancy of  if the buyer does not want to sel] it
184 000 tons, back, there is nothing we can do,”

Z «i. Du Plessis said this figure repre- He said the fate of the remaining
. sented maize that had actually been 80 000 tons wouid be decided at the
i‘,;f'%‘o]d for export, but was either in tran- board’s general meeting on September
. 8it or still physieally in the silos and,as 19,
' Such, remained in the books of the - “We could have exported it at huge
" - Maize Board, profit, but didn't. It would probably be
There was also concern that the  sold baelk into the local market, bui that
- Opening stock figures did not reflect the  decision will be made at the general
".510 000 tons difference between the meeting,”

cwIational crop estimate of 5,733 million Regarding allegations that the
tons for the last season and the board had recently exported, 13000

5,223 million tons delivered by produe-  tons of whiie maize to Zimbabwe, Du
~2€rs 10 agents of the board and fo regis-  Plessis said the board had no knowl-

" - tered maize traders. edge of this.




- wers ini¢orrect.
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traders’ concerns
By mwémﬂn‘u Jowes [ %) ooooiﬁverga%')o?lxgo‘ﬂtﬁe

v end of last season, leaving an avatlable quar-
. tity of just over 80 000 tons.
Leon ciu Plessis, the general manager of the “We did in fact buy back the 30 000 tons
Maize Board, yesterday moved to dispel con-  and are on record as doing so. But if the
cerns among agricultural traders of apparent  buyer does not want to sell it back, there is
discrepancies in the white maize opening nothing we can do.”
stock figures for the current season. He said the fate of the remaining
Earlier reports stated that the opening 80000 tons would be decided at the board’s
stock for white maize on May 1 was 857000  general meeting on September 19, “We could
tons in trade and 115 000 tons in the Board.  have exported it at huge profit, but didn't. It
Recent Maize Board figures, however, would probably be sold back into the local
showed total carry-overs from the last season market, but that decision will be made at the
at 1,156 milkion tons, making for a discrepan- general meeting.” -
cy of 184 000 tons. Regarding allegations that the board had
Du Plessis said this figire represented  recently exported 13 000 tons of white maize
maize that had actually been sold for export,  to Zimbabwe, Du Plessis satd the board had
but was either in transit or still physically in  no knowledge of this,
the silos ahd, as such, remained in the books “However, during March this year, a
of the Maize Board. : “ grain trader bought white maize from the
There was also concem that the opening  board with destinations outside the country.
stock figures did not reflect the 510 000 tons  Up to now only limited quantities of this
differencé’ between the national crop esti- 'maize has been railed and the 13 000"tons
mate of 5733 million tons for the last season ~ which was recently on' tender for Zambia,
and the 57223 million tons delivered by pro- might well have been part of the white maize
ducers to'agents of the board and to regis-  sold during March this year.” !
tered matze traders. Du Plessis said the problems had arisen
“This difference represents retentions by  as the Maize Board moved from being the
farmers for their own consumption and  sole buyer and distributor of maize to mere-
those of . their labourers and corresponds® ly asurplus distributor. e

with the annual average in this fegard,” D+ “The perception has been aea;gd in the
Plessis said. © " past that the Maize Board is the big bad guy,

He also said perceptions that the board ~ and people are looking for hidden stocks at
was profiteering by exporting the surplus ;“‘évery turn, R
stocks from the last season in ashortage year %/ ‘ut in our new role, T will make
. absolutely certain that there is not a pip left

"#Of the opening stock, approximately  at April 30 — the end of the season.”
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Drought takes its

sitionddr

Louise Cook

ers has soared

due to,the drought take their
deregulated market.

only about 15% more

system of control. They said
produce maize.

The
ed in May

ic auctions

_by Sentraalwes co-operativein
Senfraalwes executive

Hepnie Dave

trol .of the

R796/ton and R850/ton, he said.

had Jent back white
ﬁ'0m1‘;‘21} )

ages cauged by the drought an

world stogks of white maize. .

.;. !

aize pri
virals 1,
free market

THE price of white maize paid to farm-
65% to a high of
R&50/ton on auctions as local shortages
tollin a

So far, consumers have had to pay
for their maize

more than they would have under the
prices.,could induce more farmers fo

Tiaize industry was deregulat-
:May when government stopped
setting a fixed price. A special electron-
stem for maize was started
August.
director
gaid the system had
“filled the gap” left by government con- .
| of industry. It effectively.
helpedithe formation of a current free
- market white maize pricé of*bétweehy

Thdustry sources said the high price
had also.been caused by farmers who
maize supplies

o' arket, aggravatinfls ort-

Several supermarkets said they

ce

p zo|al9S

been taking “far less” profit on maize
— consumer prices
had gome up only 15% since -the
had eaused severe shortages
of white and yellow maize this year.
Tiger Oats trade linison manager
yesterday that
rice — about
ear's fixed

meal than usual
drought
Boris Kaplan warned

the high producer
R300/ton more than last

meal, but industry sources estimated  price of R515/ton — could cause the
the regpite would be short-lived. Farm- maize meal rice for consumers to
ers, however, were 1g:leasted. about the rocketby 60%1in the next few months.

high priges, saying they were receiving “The reprieve cONSUMErs have been

continue much longer.
these high producer prices i
could result
through the roof.”

higher

factors like the present
prices for

the difficulties of

for white maize cou

“The greatest
imited
Had-

i [

Maize G&mnnre
ab 2o|alas

Continued from Page 1

port possibilities of white maize to the
rest of the world, other than Afiica, are
limited. If SA has a good rainy season,
southern Africa is likely to have the
same. We could end up with a surplus.”
He said 3-million hectares of white
maize would be the ideal — maintain-
ing the current balance produced of
53% white maize and 47% yellow.
Meanwhile, the agriculture depart-
ment said it would meet local and in-

ternational technical experts next
week to review policies on maize im-
ports from the USA.

Agriculture department director-
general Frans van der Merwe said ex-
perts from the plant and quality con-
trol division, the US agriculture de-
partment, the University of Ilinecis
and Cargill and the Agriculture Re-
gearch Council would “evaluate the
present phytosanitary conditions that
applyt_;omporbed maize”.

Strict quality regulations applied to
maize imports. Government had re-
laxed the regulations in the past only
in cases of severe local shortages.

(3) MAIRE

enjoying on maize meal is unlikely to
The danger of

in maize meal prices going

Kaplan said he “fogred” the effect of
high producer
white maize, the depletion of
all earry-over stocks from last year and
importing white
maize from the USA. Consumers were
likely to switch to Tice and potatoes if
they felt maize meal was 100 eXplsive.
National Maize Producefs’ Orgoni-
sation senior economist—Andre- Fer-
reiva said the current high price Jevels
1d backfire next
year if farmers started to overproduce
‘when they planted for the new season.
threat lies in farmers
gwitching to too much white maize. Ex-

Continued onPage2
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Worldwide shortage of white maize

Mealiemeal

M BY NIKKI WHITFIELD
CONSUMER REFORTER

Mesliemeal prices are expected
to rocket as the nationwide short-
age of maize, brought about by
the crippling drought, grips the
land.

Consumers who rely on the
foodstufl as their staple diet
might have to switch to rice or
potatoes, as there seems to be lit-
tle hope of prices elimbing down
any rungs of the alarming price
ladder before May next year.

Carry-over stocks from last
year's bumper white maize har-
vest have been used up and
importing the grain is not easy, as
few ecountries produce white
maize - the type preferred by
consumers - in large quantities,

‘It is very, very worrying,”
sald Gordon Utian, chairman and
chief exeeutive officer of Premier
Milling, South Africa’s largest

supplier of white maize@l. % 1s

Jjust no maize - at the moment it's
a hand-to-mouth situation.”

Farmers, however, are smiling
in this year of hardship. The price
of white maize paid to farmers
has soared by 65% to a high of
RB50/t on auctions,

Now, however, they face the
danger of over-producing. Should
it rain a lot during the coming
season and farmers, anticipating
another year of drought and poor
yields, have planted too much
maize, there will be a surplus of
the crop.

However, this will be good
news for shoppers as shelf prices
will come down.

Dr Kit le Clus of the National
Maize Producers Organisation
said the ideal situation would be
for farmers to plant 3-million
heetares of maize, maintaining a,
balance between yellow and
while maize.

| §
C3 mAI2E

He said farmers were also ad-
vised to diversify and plant other
crops, such as sunflowers, to pro-
vide themselves with a safety net.

Utian said the price of mea-
liemeal had already climbed by
30% this season, “And the season
is over now There is ne more
maize. The next season only
starts in May, and there’s no tel-
ling what the price will be by
then.”

Utian said he blamed the Gov-
ernment to a large exient for the
situation. Even though the mar-
ket was deregulated in May this
year, the Maize Board still wants
to control the situation, he said.

“In the old days of control, we
would have been told to mix white
maize with yellow maize if there
was a shoriage of white maize,
But it has been proved that con-
sumers do not like yellow majze
and are prepared to pay more for
white maize, rather than have it

ce rockets

mixed in (with}yellow maize).

“But because there is a sur-
plus of yellow maize at the mo-
ment, and a drastie shortage of
white maize, they still want us to
mix in.”

He accused the Department of
Agriculture of using, as an exeuse
for curbing imports, the spread of
a bug called the Erwinia stew-
artii bacterial wilt,

He said suppliers were look-
ing at bringing in maize from
Kenya, which has something of a
maize mountain, accumulated

during two vears of corrupt deal--

ings, and from the United States.

“Basically, we are looking at
bringing in any white maize we
can find,” said Utian.

The Department of Agrieul-
ture has pledged to meet with
local and international technical
experts next week to review poli-
cies on maize imports {rom the
US.
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‘Surge in the

_ELouise Cook o

fTHE surge in white maize prices could be
«inoderated if government relaxed its policy
-on imported maize, Land and Agriculture
-Policy Centre agriculture spokesman Bren-
~don Bayley said yesterday.
1+ The agriculture department restricted
maize imports from the US because of fears
rthat various bacteria could cause plant dis-
eases and smaller yields if they penetrated
local production areas,
r, A meeting would be held today between
-officials of the agriculture department, in-
ternational and local technical experts, to
re-evaluate the policy.
" Bayley said 1t was up to the agriculture
de]f(artment to find a way to “minimise the
urisks associated with bacteria, while allow-
ing maize imports”,

Vi,
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He warned that the reimposition of the
department’s phytosanitary requirements
effectively cancelled out the benefits of the
Board on Tariffs and Trade’s zero tariff on
imported maize. He said it “would not be
long” before the retail price of maize went
up again.

“Unfortunately the amended maize mar-
keting scheme coincided with a short maize
erop. Given that the amended scheme was
only published in May, millers did not have
time to forward contracts overseas.

“Any decision about phytosanitary re-
strictions is very sensitive. One must assess
the likelihood of imports resulting in the es-
tablishment of a disease in SA, and its like.
ly ¢ost implications. On the other hand, one
must assess the cost to consumers and the
food security situation of poorer house-

holds,” he said. (3) I2E

R I

maize price ‘could

be moderated’,

iy,

Tiger Oata trade liaison manager Botis
Kaplan said earlier this week the current
world price for white maize was just under
$200 — virtually double that of a year ago.
It would be expensive to import and railage
costs between Durban and inland markets
would amount to about R100/ton, he said.

Kaplan also said the agriculture depart-
ment’s phytosanitary requirements on im-
ported maize had been valid.

“They’re not using it simply as a non-
tariff barier. If contaminated maize iz im-
ﬁorted there is no way of ensuring that it is

ept separate and it does not get mixed up
with local supplies.” )

Fears that retail prices on maize meal
would “go through the roof” have gripped
the industry after supermarkets said they
had slashed profits on maize meal since the

drought had capsed shortages.
~D 52]5)5E

.




l lhs b
]

) ey m sy
Y H ,'r“"v--r-. 3 I E)
gk BFRETLE R Y e

/(3) MiE
Lomsé(‘bqoéqu ’qsl i Y
WHITE talzd prices would’drop to
“more realistic levels” of R740-R760 a
ton — about R100 a ton less than cur-
rent prices — if an agriculture depart-
ment recommendation to import white
maize from the US was implemented,
Tiger Oats executive director Hamish
McBain said at the weekend.

US white maize could be allowed in-
to SA following a meeting between lo-
cal and international techmical experts
on Friday. The department’s plant and
quiality control division had banned Us
miaize because of a possible bacterial
threat to local maize plantations.

"' Local white maize prices have rock-
eted to highs of R850 a ton in recent
vieeks in the face of severe shortages
on the market and allegations of farm-
érs holding back available, stocks in a
bid to chase prices éven higher. ...
-yger Oats plant and ‘quality divi-
sional direetor David Keeteh declined
to-give details but sait recommenda-
tions would be madé, to- Agriculture

fi

Minister Kraai, yan::Niekerk' that -
would ghange }'gq“s,rf&‘niﬁent’s policy,
RN by [ )
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imports could -
shmaize prices

“Thege would' not relax controls on
quality inany way.”

McBain said the threat of contam-
ination was “exceptionally small, Mil-
lions of tons of US maize has come into

* Africa and nowhere has there been any

contamination, Field tests have shown
there is virtually no threat of the bac-
teria spreading through seed.”

He said millers were particularly
keen to import maize in the face of high
local prices. i

Sources said various recommenda-
tions would be made to Van Niekerk,
including stitfulations that sealed
trucks be used to transport the maize
from ports, that only certain ports be
used for delivery and that any spillages
be swept up. It would also be recom-
mended that a four-man committee
with representatives from the plant
and quality control division, the Agri-
cultrite Research Council, millers‘and
producers monitor the situation, - °

World prices were well over $200 a
ton, but “depending on where the
maize is sourced from, it is still pos-
sible to obtain the grain'at prices lower
t?anin SA”, McBain said.
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MAIZE 72y 29 /7/1<
Price ripples

Many listed maize millers and wholesalers
expect the industry’s deregulation to help
improve the curently depressed. profitabil-

. i of their maize divisions. Managers say

that within two years their hedging and
globat trading abilities should counter local
farmers’ demands for internationally un-
competitive prices for the grain,

For the past 35 years, floor prices were
set by government, In the first season since

FINANCIAL MAIL » SEPFTEMBER 28 ¢ 1905 73
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deregulation, drought caused a maize short-
age which pushed the price of white maize
up 75%, to R900/t (1994: R515/t). This
could increase if Minister of Agriculture
Kraai van Niekerk doesn’t approve the rec-
ommendation made by the industry last
week to allow imports of maize from the
US. Some millers accuse farmers of holding
back maize to increase prices.

Premier Foods executive chairman Gor-
don Utian doesn’t expect this situation to be
repeated, as Premier recently opened a pro-
curemment division to source and contract for
future maize supplies globally. He is con-
fident the new division will help produce
sustainable growth in profits.

Utian admits the maize division — ac-
counting for 20% of Premier Food sales —
“lost heavily” in the year to April 1995.
“The division couldn’t have been under
more pressure. Even though forced to buy
at higher prices, maize profits look as if
they will be higher than last year.”

Tiger Oats executive director Hamish
McBain says SA’s current white maize
price exceeds that of imported maize by
about R100/t. McBain adds that higher con-
sumer prices kept sales revenues buoyant,
but volumes sold to consumers decreased.
Though maize is a staple food, he is con-
cerned that consumers may turn to cheaper
alternatives as prices continue to rise.

McBain expects a profitable year to
September 30 for the maize division — the
first in recent years. But he says the divi-
sion is too small for the improvement to
have much effect on Tiger’s group results.

Brenmill financial director Stephen Gra-
ham thinks risk management could be a
favourable development which will stabilise
prices and, with global sourcing opportu-
nities, could eventually match maize supply
and demand.

A relatively small group, with market
capitalisation of R32,2m, Brenmill won’t
open a procurement division; it plans to
deal through a broker.

Graham expects this year’s high prices to
encourage farmers to plant more maize —
24% less land was planted this year than in
1994. Graham cautions that SA must pro-
duce larger volumes to ensure the success
of local dealing for risk management, as
practised on the Chicago Mercantile Ex-
change. Mickelle Joubert
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The maize industry has taken the
first step.towards revolutionising
the way in which it sells its prod-
ucts “Wwith the launch of the first
electronic maize auction by Sen-
traalwes Co-operative,

This followed the maugurahon
in Klerksdorp by the co-operative
of the first grain exchange in South
Africa,

Gert Aggenbach, the chairman
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of Agri-Marketing Exchange Party
(Amex), said the first three elec-
tronic co-operative auctions pro-
vided farmers and processors with
a transparent, market-related price
mechanism for maize,

Although Amex launched its
activities in May this year by ini-
tially concentrating on the live-
stock and meat industries, Aggen-

‘bach said its aim had always been

to put the Amex system of elec-
tronic auctions at the disposal of
agriculture as a whole.

o RN
R g "I","T ',",w"' e

tmmses 1ts auctlons

A 2E
He said the system was™user-
friendly and time and cost effec-
tive, eliminated ring forming and
provided speedy, reliable market
information and price signals to
the market,

Almost 70 registered buyers
have already linked up with the
co-operative’s grain exchange via
the Amex electronic system.

Hennie Davel, the executive
general manager of the co-opera-
tive, said it was difficult to main-
tain a reasonable balance between

CT(PR )=

IlOlﬂS

the Pprice maize producers wanted
and the price processors of maize
were willing to pay.

“This system has three charac-
teristics: it creates transparency in
the market; all buyers and sellers
have an equal epportunity to trade
and it reflects the real value of
maize at a specific time and in a
specific place.

“The system does not lend
itself to manipulation of the mar-
ket nor does it favour either the
buyer or selter,” Davel said.
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The maize {ndustry has taken
the first step towards revolu-
 tionising the way in which it
sells its produets with the
launch of ihe first electronic
maize auction by Sentraalwes
Cé-operative. -

. This followed the inaligura-
tion in Klerksdorp by the co-
operative of the first grain
exchange in.South Africa.

" Gert Aggenbach, the chair-
man of the Agri-Marketing Ex-
“chenge Party (Amex), said the
firt three electronic co-opera-
tive. auctions provided farmers

_ and’ processors with a trans-
parent, market-related price
* méehanism for maize.

, AlthoughAmexlaunched its
activities in May this ‘year by
concentrating on the Yivestock
and mheat industries, Agger-
bach said ifs aim had always

2 been 't put the Amex system of
" elegtronic auctions atthe dis-

ey o @ o

!‘j;l‘_,?l:‘lﬂcxle‘so its first, ajiofss
@16(3}51301110 auction.

AT
4

posal of agriculiure as & whole.
He said the system was
user-iriendly, time and cost
effective, eliminated ring form-
ing and provided gpeedy, reli-
able market information an
price si to the market.
Almost 70 registered buyers
have already linked up with the
co-operative's grain exchange

via the Amex electronic system. -
Hennie Davel, the execulive |

general manager of the co-
operative, said it was difficult
to maintain & reasonable bal-
ance between the price maize
producers wanted and the
price processors of maize were
willing to pay. N
_ “This system creaiés trans--
parency in the market; all:buy-
ers and sellers have an’, equal
opportunity to trade and it
reflects the real value ﬁg;mg,ize
at  specific time. . e
“The system does!!}ﬁ‘g

jtsell to manipulatiofijeil the

market nor does it favour the

buyer or the seller” Davélsaid. *

tlend -
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MAIZE PRICES

Price-fixing accusations

move the maize
guickly and primitive storage facilities
could lead to insect infestation. “We would
prefer to buy locally; but if farmers insist on
hoiding back, we will be forced to search
for stocks,” he says.

F R Waring International Commodity
Traders director Willie Brits estimates that
farmers are also holding back about
500000t of yellow maize to force prices
higher than last season’s R495/t fixed price.

Muaize farmers are accused of holding back
stocks of white maize in an attempt to drive
prices beyond the record R850/t now being
fetched. And the Department of Agriculture
is charged with barring US imports in an
effort to help farmers keep prices up.

Restrictions on US imports — blamed on
bacterial wilt in certain US states — have
removed the import parity ceiling from the
local market, allowing prices to soar.

Following the industry’s May 1 deregula-
tion allowing free imports of maize, millers
and traders bought white maize from Ar-
gentina and the US. Argentina has no more
export stock, After allowing imports from
the US earlier, the Department of Agricul-
ture’s directorate of plant and quality con-
trol suddenly prohibited more.

Importers say US maize exports carry
certificates declaring them disease-free and
the maize is already entering the market
through two contracts signed earlier in the
year. They add that before deregulation,
during the crop shortage in 1992, the Maize
Board allowed US imports.

“One cannot prove this but it looks sus-
piciously like an attempt by the department
to help farmers,” says a miller,

Maize Board deputy GM Dawie Cronje
dismisses criticism. He says SA is only one |
of about 50 countries that apply a well-esta-
blished system to minimise the risks in-
volved in importing with a view to prevent-
ing the spread “of this dangerous and
“destructive disease.” ‘

Department of Agriculture directorate of
plant and quality control acting director Da-
vid Keetch says that because US maize is
bulk-loaded for export, it is impossible to
know whether it all comes from disease-
free regions.

This year’s white maize crop of just un-
der 2 Mt, plus carry-over stocks of almost
400 000 t, should have been enough to meet
local demand — if coupled with imports of
about 350 000 t.

Industry authorities say SA has a surplus
of yellow maize (used mainly for animal
feed), which could be mixed with the re-
maining white maize stock to meet demand
for human consumption, But millers say
there has been negative consumer reaction
to “tainted” white maize meal.

Department of Agriculture acting direc-
tor-general of marketing Rodney Dredge
says Kenya has a surplus of about 300 000 ¢
of white maize which could be imported.

Tiger Oats executive director Hamish
McBain says his group is already importing
from Kemya but logistical problems in that

He adds: “The restrictions on white maize
impotrts are ridiculous. Though US white
maize is coming into the country under per-
mits issued earlier this year and the board
allowed US imports in 1992, the depart-
ment refuses to issue further permits.”

country make it difﬁcg?% M IZE P'M b/’O lqg

Sources say the department is consider-
ing an exception to the import ban, Western
Cape importers mghit still be allowed to im-
port US white maize as the area is not a
maize producer and there is no perceived
threat of bacterial wilt infection there.

McBain says that at a Maize Board meet-
ing last week, attended by US crop diseasc
experts, it was resolved to look at two op-
tions: a short-term
solution allowing
permit imports of
US maize, subject to
strict controls to pre-
vent the possible
spread of bacterial
wilt; and a longer-
term solution allow-
ing a technical com-
mittee to investigate
the dangers of the
wilt to SA.

Brits says the sus-
picion remains that producer interests have
twisted government's arm {o apply “delay-
ing tactics,” forcing prices up.

Sentraalwes manager Konrad Keyser says
the co-operative still has one auction lot of
25 000 t of white maize available. The other_

main maize co-operative, Bethal-b
\ -bas
OTK, has run out. e

Until April, the board fixed the pri
) R ce
white and yellow maize and thefe szoef

WETG L e e e

small price differentia),

Shoprite-Checkers spo.
€xpect an increase from
AT RR SR STAERL T ey TR AT L PGS

' So far, th
prices have not affected retai shel; rgtl:::naj

kesman says: “We
our suppliers.”




South Afiica will allow uncertified
jmports of maize under strict condi-
tions atispecified ports because of
the soaring local maize prices
caused by drought. ‘

The “agriculture department
said it had accepted the recom-
mendations of an industty work-
ing group that permits be issued
on a short-term basis for maize
that did nof, meet normal phy-
tosanjtary filles.

Permitsigyill be issued allowing
the off-loading of qncertiﬁed maize

ort uncertified mailze
10/ ﬁépeTownCanéd uﬁcﬁy{ﬁ

its transport and milling under con-
trolled conditions.

The move opens the way to
maize imports from the United
States. -

However, there was concetn
about the risk of importing erwinia
stewartii — 2 bacterial disease
affecting the breeding of hybrids.

The South African Maize Board
will work with the department t0
ensure that no maize is spilled dur-
ing transportation from the ship to
the mill and that all the maize is
nilled in the prescribed area.

The partial relaxation should
provide some relief to millers
starved of supplies of white maize
due to the domestic shortage.

Prodiaction this year has fallen
to 4,23 million tons from 11,94 mil-
tion tons last year, driving up prices
by about 66 percent since a year ago
to a record R850 a ton for top-grade
material.

German trader Toepfer said last
month that South Africa needed to
import about 1 million tons of main-
ly white maize for human con-
cumption in 1995/96 to make good
its domestic shortage.
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South Afriea will allow uneerti-
fied imports of maize under
strici conditions at specified
ports, because of the soaring
logal 'maize prices eaused by
drq{i}i‘ght.

ort uncertified maize

BmArze Afav 19]io]4¢

The agriculture department
said it had aceepted the recom-
mendations of an industry
working group thai permits be
issued on a short-term basis for
maizo that did not meet normal
phytosanitary rules.

Permits will be issued allow-

ing the off-loading of uncertj-
fied maize in Cape Town and
Durban only, and its transport
and milling under controlied
conditions.

The move opens the way to
maize imports from the United
States.
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GOVERNMENT is to lift the ban on,
importing US maize, after months of

. low domestic supply in which spi-
ralling prices have netted farmers
more than R500m.

The agriculture department said
yesterday it would allow the import of
US maize into Durban and Cape Town
under strict conditions, following rec-
ommeéndations from an industry work-
ing party last week. .

The department had previously
barred the imports, claiming diseased
S maize could infect SA su(ﬁplies. The
decigion, coupled with a drought-in-
spired domestic crop shortfall, hel/ped

ive.white maize prices to R868/ton
Iast“'”v,réek, 70%higher than last year. .

The maize board refused to detail

yesterday how much maize had been’

sold gt the higher prices since the start

of the cur'i'grnt season in May, but'in--
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dustry -estimates put the figure ‘at;
around R625m so far, NP
Industry sources said yesterday'
~ -that government’s decision was unlike,
" lyto ﬁalt higher prices to consumers. |
Preiier Foods — the largest
milling company — said higher prices
had swollen its"maize bill by R200m
over the past véar, “and consumers
could expect a 0% price hike, “We had.
no option,” executive chairman Gordon

Utian said, “More imports will nothelp

— local prices are following parity
prices. The only thing that can break'it
is if 1996/97 is different and there i% a’
good crop riext year,” !

Tiger Qats said the influx of US

maize could lead to a softening in do-
mestic supplies, but a 20% incrédgerin:

price to the consumer was “inevitable?. -+
“I'm'not Baying there will be'A'dra-,.

mati¢drop,”exé pr‘utge diréctor Haifiish
,;'_:l' : ' ‘b ‘.,;l: !
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: ContinuedfromPage 1

itzburg than to buy local maize.”

11,94-million tons lagt yesr.
has heen forced to import

source before the government ban,

SA’s domestic crop has heen cut i
. ne; ! 0 kot
Just 4,23-million tons thig Year against g];’:)'l"to rlr?agiz:e

least 200 000 tons from other African
{:})untrles and South American, but the

ad been the major importing  onto the market the “nonsense” of the

Ceptre said US imports would have a
spin-off on local prices, but warned re-
tail prices would stjll oup.

pokesman Brendan i
McBain wot “,8q 1910 / AN the ban on im ooy suid
hc ain said. “But depentling on where had effective)

the maize is sourced from, it is possible  efits of the
to buy landed maize cheaper at Mar- Trade's zero ta

orted maize from the US
y cancelled out the ben.
Board on Tariffs and
A riffonimported maijze,
Unfortunately the amended maize
heme coincided with g
crap. Given that the
amended echeme was only published
at in May, millers did not have time to
forward contracts overseas.”
cBain said once US majze came

maize price going higher every week

he Land and Agriculture Policy should stop,

28w oen:
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Yellow

Jou — South Afriea,
facing a white maie deficit of about
1 million tons this season, could see
yellow maize exports risé to around
500 000 tons, aceording to the Maize
Board.

Maize Board general manager Leon
du Plessis said yesterday the board
had already received 361000 tons of
yellow maize from farmers this sea-
son.

Of this some 265 000 tons had been
put to tender and sold for export, with
the last 66 000 tons due to be delivered
in two shipments during November,
said Mr Du Plessis.’

He said the exports included a.
160 000 ton tender directed specifical-
ly for Zimbabwean delivery.

He said no further export tenders
were -scheduled in the very near fu-
ture, although tenders would be made
up to the end of April, 1996, as and
when farmers delivered to the board.

Although some 2,29 million tons of

"at just 1,94 million tons, compared

L3 o A

BT S R
)W maize exports
put_at 500 000 tons

yellow maize was harvested this sea-
son, there had been unusually high re-
ientions by farmers, and: “Retentions
have been high this season because a
lot of yellow maize is being. used for
consumption as a result of the white
maize deficit,” Mr Dun Plessis said.

“At the very maximum I would ex-
pect 500000 tons of yellow maize to
be delivered into our export pool this
season,” he added. |

Meanwhile the country’s final white
and yellow maize harvest for 1995/96
has been set at 4,23 million tons, dra-
matically down on the near-record
12,03 million tons harvested last sea-
son.

And with the white maize harvest

with 5,73 million tons last year, a
shortfall of around ! million tons of
this staple food is forecast.

White maize imports had to date al-
ready totalled 211000 tons, said Mr
Du Plessis. — Sapa.
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Ship ahoy -~ - -
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Government has. finally relefted and is to
allow imports of US maize to alleviate do-
mestic shortages...c ~.. .
Maize production this year has fallen to
just 4,2 Mt from. 11,9 Mt last year, driving
dssince'a year ago to a

up prices by two:thitds
record R850/t (seeipage.72)., . © -
- Though fret’market-purists will in-
evitably decry the imports, economists
point out that §A7i& in no position to dither
on the issue. Drpi’f‘ght‘,‘ poverty due to ram-
pant unemployment. and the danger of once
again fuelling food prices gives government
litle choice. A threat of famine.— or at
worst deprivation — for certain- sectors of
the population could fesult, say industry
pundits. .S DL L
..The move is‘also. partly seen as a bid to
discount talk of price collusion between
farmers and the-Department of :Agriculture
— a charge levelléd by the milling industry.
The department-says-it has-accepted the
. Tecommendations.of.ah:industry-working
group that permits be issued for maize

- which-does'not ifieét fiormal phytosanitary

-Tules, on a short-tetnybasis,.

- Permits will;Be. issued allowing the off-
loading. of uncertified maize in Cape Town
and Durban-gnly, and.its transport and
milling vider controHed conditions,.

Govemnment originally expressed concem
about the risk of importing bacterial disease
caused by wilt (erwinia stewartii). . .

Though parts of the US are free from
wilt, it is not .practical to separate maize
produced in these areas from maize pro-
duced. in infested areas, since all maize is
stored and shipped in bulk..

» Millers believe American imports could
“bring down white maize prices by’ around
RI10OA. . :.e.i"" . .

.. The partial'feldxation in regulations

“should provide some relief to millers
starved of supplies of white maize due to
the domestic .shortage. .And -farmers, who
+have been accused of withholding stock in
order to drive prices even higher, may be
prompted to resume deliveries. - a

FINANCIAL MAIL » QCTOBER » 20« 1995+ 67
~—,
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23 Oogtons ofmaize. to Southi Africa, an official of staf‘ ‘ :
National: Ceteals and:Produce Boatd sa.ld yesterday e §ehd the ALz
would bg‘ hl ped; from the port of Mombasa this week and would be
\ ze export consignment to South Afnca from’ Kenya
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Farmers miss lanting SeAson A3 credit lines ar
Farmers miss planting season 33 (e SRS

1
Louise Cook

NEARLY 3 000 maize farmers in
Mpumalanga have missed the
anting season, with credit lines
om banks and co-operatives be-
ing cut on uncertainty over gov-
lernment’s %olicy on drought aid.
-A. “There have been good TAINS,
fut these farmers missed the hoat
a5 banks and co-operatives re-
fased them credit needed for seed
and other planting requirements
Because of uncertainty of whether
they qualified for drought aid,”
N ational Maize Producers’ Organ-
Yeation (NAmMPpo). M Kit le Clus

"L

said yesterday.

He said this would affect next
year’s crop and ghould help sup-
port the pricein the new season.

Le Clus said the R199,5m
drought aid package announced
by government last month was
“foo hittle too late”. It allowed a
maximum of only RS0 000 a
farmer, he said.

“If these farmers do not receive
drought aid, they go ingolvent and
either have to step out of maize
growing or cut back drastically.”

Drought and a severs W ite
maize shortage, aggravated by ris-
ing demand, has driven prices to

T T T E s S

e cut’

to net RB00m this year.

Esra Steenkamp, an agricul-
ture department drought comunit-
tee member, said applications for
drought relief would be finalised
only at the end of the month, but
the Northwest and Free State
provinces were trying to process
applications early.

He said farmers qualified for
drought relief if they met govern-
ment’s conditions, one of which
was proof that 50% of crop damage
was caused by drought. .

“The matter is in the hands of
the provinces.”

!
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gulated maize industry

offers scope for

.!ustine Nofal

IN THE old days, prior to
May 1, going back 60
years , marketing maize
in SA was a predictable
affair for farmers and for

e man in the street,
The Maize Board wasg
the sole seller and im-
porter of maize, All
maize produced in SA
was delivered to the
board. The board set the
producer and selling
prices annually. The
board operated stabili-
sation funds to enhance
imports in drought years
and to subsidise export
losses in years of plenty.

Consumers paid more
for local maize in years of
surplus than they would
have if the Maize Board
did not exist. And they
paid less in years of
shortage  than they
would have if the coun-
try had relied on free
market imports,

The scheme stabilised

&0 14/1]45

the market. It also upset
free marketeers among
farmers and purchasers,
Milling operations of
large food companies
and animal feed manu-
facturers, the main buy-
ers, were first to criticise
the old system,

After years of slow de-
regulation, the maize in-
dustry took a major step
this year and deregulat-
ed domestic trade in
maize completely.

“The new scheme has
experienced  teething

roblems,” admits Maize
Board GM Leon du Ples-
sis. “Tt was to be expect-
ed in an industry as
large and complex as the
maize industry.”

It would have been
ideal if the new scheme
had come into operation
in a year of “nermal” pro-
duction — a relative con-
cept in a country of ex-
treme climatic ‘swings,

it happened, the
1994/95 summer erop

was below par. In Au-
gust the final production
estimate stood at 4,28-
million tons, against the
previous year’s bumper
12,03-million tons. SA's
annual maize consump-
tion is around 6,4-mil-
lion tons,

Coupled with the new
marketing scheme, there
were other complica-
tions. There was un-
precedented interest in
the monthly national
crop estimates commit-
tee’s forecasts, and the
industry found it was not
happy with the standard
of forecasts. Many farm-
ers, particularly of
smaeller farms, were con-
fused about the scheme
and did not negotiate the
best prices. Others were
concerned the yellow
maize price was low, and
unexpectedly held back
stocks. White maize
farmers had a field day,
with prices reaching a
record R850/ton at an

. What about succes-
sive years of drought?
The agriculture de-

rectorate is certain the
state will not get in.
volved in stoc piling
maize for the lean years
during years of surplus,

... Tiger Oats executive
director Hamish McBain

-1 .8ays: “In essence, manu-

facturers or traders will
take on the responsibil-
ity for carrying any con-
tingeney stocks or ensur-
ing that import stocks
are secured”,

Industry Participants
foresee hedging on the

tures market becom-
ing the norm, along with

| better information ger-

vices concerning weath-
er and the market,

o .Both sides’ positions
are highlighted ‘under
the new scheme. Farm-
-ers want higher prices
than before, and tariff
protection. Buyers want
-low prices and an end to
ndustry regulation.

—_—

.o+ 1D an industry previ-
ously  straightjacketed
jbyper,tamty, the partic-
jipants are finding uncer-
tainty unnerving, For
ne -entrepreneurs on
9ac1h siige,fthough, there
15 pienty of opportunity,
The full "reality has

J not yet hit the consumer.

{3 Nofai is'si agrieatie:

writer' for Farmer's
"Weekly. ) !

bartment marketing di- |

L*-* 1

At

.that “the

entrepreneurs

)
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September,

Early in the season
traders began to import
maize, as the new
scheme allowed the# to
do direcily for the first
time. They imported too
much, lowering prices as
they desperately tried to
offload atocks,

Yellow maize buyers
had adequate supplies at
prices that could be re-
lated to previous years.
Buyers of white maize,
however, were bitter at
paying close to import
parity  prices. The
largest two buyers, Pre-
mier and Tiger Oats, re-
sented it particularly be-
cause there was very lit-
tle white maize available
for import, sending up
prices.

It was inevitable that
prices of maize meal, a
staple food to SA’s poor,
rocketed as last year's
stocks dried up and new,
expensive stocks were
sold. The Maize Board
found itself in a difficult
position as buyer of last
resort to the industry
and sole légal exporter of
-igize: It became obvious

/| advance price
announced by the board
was too high in compar-
ison with the prices re-

auction in

-alised  from * exports.

Farmers could have
found themselves footing
a deficit bill. However,
the agriculture minister
announced a much lower
advance price; which

ractically put an end %o

eliveries to the hoard,

- Ag the industry felt
out the new scheme, the
question emerged: what
happens if there is a
small crop again next
year. What if we have a
few years of surpluses?
In the old days it was all
taken eare of,

With the new scheme
in operation, National
Maize Producers’ Organ-
isation chairman
Cerneels Claagen says:
“For & bumper crop, net
producer prices could de-
crease to around R300 a
ton, or near to export

parity. In a shortage -

year, prices will increase
to import parity, as with
white maize this year”,
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20 hotels

DUTCH _ hotel ' giant
Golden Tulip Interna-

local tourism and setting
itself a target of develop-
ing and operating 20 ho-
in two years, com-
mercial du-ec‘tor ‘Anton
Bakker sa S
‘ Golden Tulip, the
world's 10th largest ho-
tel consomm franchis-
¥endent hotels in the
ur-to-five star catego-
l'yrhasbeen awarded the
licence to market the
four-star Sanbonani Re-
sort Hotel globally.

' bie- and Sand rivers,
close to the Kruger Na-
thDaLPark

.. Bakker “says Tulip

4 Inn_..accreditation is

available.. to Bultahle

is planning new-develop-
. §0unmn rime
Leky Thawmpany'mthaﬁ
years’ experience of pro-
w,,dm‘gm for the needs of
b ess. and ' leisure
travellers, has 225 ho-

telsin 50 countrics.
the

we biqheve the time 1%
ripe for an injection o
the SA

manaEEment and d el

Dutch group targets
far SA
@

tional bas entered the - ’ ? i
SA hospltahty mdum . : I

the “wr district at
the m% of the Sa- -

ents and his company . Tulip
* ingschool,
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andmachVemtheﬁéld
ATl frans:

the mg‘ ;IBdEPendent

A

contractor’
Thexesﬂltmamdi ﬂt

audience and 2 “punchi-
er mar];e

WDl'ldm
could
own. At a Tater g taga the

service may extend. to:|

- countries:

Be Zimbabwe,
Botawana “and Maniri-
husl;alusmg "SA as awm
gionsl springhoard.

Aem.“ b-]em;ls
ﬂtejo 8., I BCH] i &

To maintain stan-
dards W(}rldWlde’ GO]. den
has ltﬂ own train-

international bugmmm
central to the mmpanfs

marketlngphﬂOBOphy
“We believe in. pltch
ing tariffs at a rate with-.,
m reach of local holiday-
1{: romote do—

mestlc

iy 1 G o S |
Afncans, but it makes
business sense. If
oreign tourism falls off,
hotels mll still survive

urd L

White maize
rket soon

O
L?ulseco.,g » /qu

market for
thlte maize was set for

¥ s

anced “were in an

ady ity stage, but the

 priggity. was setnng
m fu up

(':6 lhﬂet Wou.ld opemte
a System of 8110
Pﬁﬁﬁom selected ai-

id of actual de-
hie teceipt would

los.
livery,

hymeal.
lylea the
g3 ’;«W' . gaid . the fa-
would cre-
ate ﬂneﬁetlve BPthar-
sﬂtvup only forwm con-
tl.‘admg ma‘ze
andothm
etter X saul in a.news
1 the; wnm was
.| based on white maize be-
»cause,thepm wasmore
mell? h]emthanet!that .of the
3 y oW
 Dairy foundation GM
'Bddo Roux said 8A dairy
f&om 5-~would - henefit
R a . futures- market
lGVElB, a]though mpl ﬂlme
case of fresh. deliv-
| ery. would be an obstacle

on the basis of local busi-
neBS,” he Bays- ‘

toaethngupt_he m arket.

m‘{mg Wnel‘ﬂhlp , en-"
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4 PHE worst US crop failire jn' séven years would

.

prohablﬂ see sharp rises in local éxport maize prices
1 the short term, National Maize Producers Organ-
isation (Nampo) director Kitle Clussaid. ..

The US could cut exports by 7.million tons, with -
prices expected to increase $20/ton to $160/ton over
the next two months. This could encourage local pro-
ducers to, hold back stocks to benefit from higher
prices, aggravating ghortages for SA exports.

- Maize Board prices of R364/ton could rise to
R510/ton_for deliveries to the board within two
months. But price hikes should not be regarded as
the norm, as the ‘world price conld drop again and
push local prices down significantly after & good US
crop next year, Le Clus said. Conditions favoured a
good crop next year inSA and the USand Jocal export
prices could decreaseto R380/ton by Eebruary: .

“We don’t have the El Nino phenomenon to con-
tend with. In fact, La Nina conditions — the opposite
of El Nino—have taken over.

“However, it seems Iany SA farmers are still
holding back stocks in anticipation of further price
hikes, Buyers are reluctantto take out forward con-

.

tracts in the hope of prices dropping.” . .

The US would release its Stocks and All Positions
report in January which would set the stage for fu-
ture infernational and local price movements.

Maize Board GM Leon du Plessis said the inter-
hike would not have a significant effect

o market price which had discounted

om February, but su plies were sufficien ill then.
WoErinEca -




Maize farmer

THE maize crop could be as high as 9-

million tons this season following the

. rains which have fallen over most of the
. growing areas over the past few weeks.

But the higher tonnage will mean lower
prices for farmers who have enjoyed re-

_turns of up to R650 a tort in the past season
_‘under the recently introduced deregulat-

-

ed marketing system.
. Kit le Clus, general manager of re-

'search at the National Maize Producers

Organisation, says early indications show

. that up to 3,2-million ha could be planted

' this season because of the improved

weather pattern.

With normal yields this could produce a
crop of between 8- to 9-million tons, com-
pared with 42-million tons last season.

A continuation of the current rainfall
pattern in January and February, how-

- gver, will be essential to meet domestic

demand of 6,5-million tons.
“We have had a very good start to the

By DON ROBERTSON

season, although in some arcas there have

been extreme temperatures. The good

rains, however, have allowed some farm-

ers to replant crops afier they were

%mﬁnowmn by dust storms,” says Dr le
us.

, -Because of the lower-than-average

crop last year and the necessity to import
maize, the producer price of white maize
has risen to R650 a ton and could increase
to as much as R700 a fon before this sea-
son’s crop is harvested in May and June,
says Dr le Clus.

‘Although there is a surplus of yellow
maize and it is being exported, the pro-
ducer price has increased to about R500 a
ton.

Last year farmers were paid on aver-
age about R515 a ton for white maize and
about R495 for yellow maize. Under the

s await a bum
ST(BR)17/13 )95

=3
previously controlled Maize Board vﬂ.)

ing system in 1993 farmers received about
R370 a ton for both qualities.

The bigger maize crop expected for the
current season will have little effect on
fertiliser sales which are expected to re-
main at about 2-million tons, similar to
the levels achieved in the past 12 years.

This will leave the industry with sur-
plus capacity of about 800 000 tons, but
substantial progress has been made in the
export market.

Last year the industry, headed by
Kynoch, Omnia and Sasol, exporfed
210 000 tons of fertiliser to world markets,
a figure which is expected to increase to
380 000 tons this year, representing about
509 of the surplus capacity. In addition,
new markets have opened up in India, In-
donesia, Iran, Pakistan, western Europe
and Australia. Congestion at Richards
Wm% harbour, however, remains a prob-

em.

.

per crop

WA, 2E :

_ Meanwhile, ‘Sapa reports that the SA
agricultural sector suffered a disappoint-
ing year in 1995 with net farmgincome
19,2% lower. v

The sector’s coniribution to gross do-

mestic product was 7,7% down compared
with the previous year. -
i According to the Directorate of Agri-
cultural Statistics” latest quarterly eco-
nomic review, agricultural production de-
creased by 14,7% for the year ended
September 30, while producer prices of
agricultural products grew by 13,7%.

Consumer prices for food increased by
13,4% over the same period.

The total value of agricultural exports
was estimated at R8,912-billion this year,
compared to R8,269-billion last year.

The quarterly review said 60 districts
or parts of districts were listed under the
disaster drought assistance scheme at
September 14, while SA dams were 41%
full on average.

4}
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Bumper maize .
crop predicted,

ARG 12 35
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EIExpefts" éxpeqting double of last season

JOHANNESBURG. — Pros-
pects for good maize,
 groundnuts and sunflower
crops are good in South Af-
rica’s summer rainfall ar-
€as, co-operatives and grain
distributors have said,

Johannesburg grain distribu-
tors Kahn and Kahn's manag-
ing director, Robin Feldman,
said his “guesstimate” of this
year’s maize harvest was be-
tween eight and nine million

tons compared to last year's 45

millien tons.

“It’s.very early ‘days yet, but
there is certainly cause for op-
timism,” he said.

He said there 'were reports
of waterlogging of !ands
throughout the maize triangle
which stretches from the north-
ern and central Free State into
southzeastern Gauteng and
parts of Mpumalanga. This
area generally yields the bulk

o'fg-the'country-’s maize crop.

Co-pperatives confirmed re-
ceiving similar information.

A spokesman for Sen-
traalwes Kooperasie in Botha-
ville, “the maize capital of
South Africa”, said reports
were received of waterlogged
lands at Odendaaisrus and Al-
lanridge in the Free State gold
fields.

However, there was reason
for optimism for a good maize
crop, following the rains before
the December 15 cut-off date
for the planting of white maize,

There was also a heavier
planting than usual of
groundnuts.

Individual farmers in some
areas said their lands were im-
passable after heavy weekend
rains.

Falls of up 60mm or more
were recorded in the south-
western Free State and parts

of the north-west, which until
the weekend had been dry, This
came in time for the late plant-
ing of sunflowers, which in
some areas can bhe.planted
through to the end of January.

Crop insurefs Santraoes said
the company Yeceived a num-
ber of claims from farmers
whose crops died because of
waterlogging. Hail damage

- was also worse than in the ay-

erage year.

“But we have reason in gen-

eral to be thankful for the good .

rains and there is a mood of
optimism among the farmers,”
he said.

No spokesmen were avail-
able at Nampo and the South
African Agricultural Union to
comment on how the prospects
of good crops would affect the
position of farmers whose debt
ratios in many areas have been
a cause for concern in recent
years of drought. — Sapa.
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Sweet toot
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Tongaat-Hulett affiliate African Products
says engineering design for its new R600m
greenfields wet milling maize complex at
Kliprivier south of Johannesburg is almost
complete and construction work should
start in March.

“We expect the new plant, which would
raise our maize-based, wet milling capacity
by 20%-25%, to be operational by the mid-
dle of 1997, says Piet Hugo, African Prod-
ucts executive in charge of the new project.

The company also has wet milling (as op-
posed to dry milling, cartied out by food
giants Premier Group and Tiger Oats)
plants at Germiston, Meyerton and Bell-
ville. Its maize products are used mainly in
the beer brewing industry, which takes
about 30% of output. They are also widely
used in the manufacture of instant coffee,
coffee and tea creamets.

“The starch products are used by other
consumers, including the paper industry,
manufacturers of corrugated paper boards
and the general food industry,” says Hugo.

In the US, maize-based syrups are the
rmain sweeteners used in the soft drink in-
dustry. SA soft drink manufacturers still use
sugar cane-based sweeteners. But Hugo
says: “We are constantly looking for new
markets for our range of products.”

The new plant will at first use about 800t
of maize a day, then, at full capacity, 1 200 t.
Hugo says this could easily be expanded but
further development would be subject to ad-

| ditional capex requirements. Enlarging the

plant would enable it to handle 2 500 t-
3000 t a day.

Automation is central to the use of ad-
vanced technology in the plant; so only
about 90 jobs will be created.” And though
the export of surpluses will be an option,

! the focus will be on meeting growing local

market demand.
About R120m of equipment will be im-
ported. “But at least half of the plant cost

. will be based on local content.”

Hugo says maize is imported when there
are shortages of local crops. However, re-
cent rains suggest a maize shortage is not
likely — at least in the year ahead. |




Boost for -

THE " introduction, of 4
maize futures contraét on,
Safex. this- month will im-
prove the “efficiency -And

Aransparency” of the mar--
Ket, by providing a-daily,
price for 'the comfiodity,”
‘writes’ ‘DON ROBERT-
SON., T e
'I' But Safex believes. that .
with the good rains, the
current, maize. crop: could
reach the forecast of 8- to
Y 9-inillion tons and that
prices. could halve by the
middle of next year.. .
. . Inannouncing the intro-
duction of a maize futures
. Toarket, John Wixley, gen-
“eral manager of theagri- |
cultural markets diyision, -
has challenged ai too con-
| Servativera, recent report
in BusingéssiTimes which .
quoted Kitle Clus, genéra]
*'maviager;of researéh at the
i NationalMaize Producers’
Organisation, as saying
+that r:farmers have ~re-
..¢&ived up to R650 a ton for
:white maize and R500 a ton
~for yellow miaize.
" Mr Wixley says farmers
would get a price closer to
R750 and R850 a ton.for
white maize and R650:a ton
for yellow maize.
. He believes Dr le Clus’s
oraments. give the im-
pression that farmers have
not greaily benefited by
. prices which rose because
.of the abnormally ldw 42-
.million ton crop. .
- 1. The futures market will ‘
enable - producers and-
|imillers to protect them-
‘| selves against large price
: { swings which respond to
i[. changing expectations in
the new ¢rop, he says.
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Johannesburg — South Africa is head-
ing for-a maize crop this year of
between 8 miilion and 9,5 million tons,
according to American commodity
trader Cargill.

Thad Goff, the managing director
of Cargill South Africa, said excellent
growing conditions this season point-

ey

T

“a
i '

be doubl

r)1a]i]|a
ed t071 crop double that of last year,
given plantings of 3,25 milljon
hectares,

"1 think 2,5 tons per hectare is preity
certain but it could be 3,0 tons if we get
ideal growing conditions in late January
and Pebruary,” he said,

The Maize Board estimates plantings
80 far at 3,18 million hectares,

South Africa’s maize yields swing

%hatof lést year’

widely from year to year, depending on
rainfall.

The Maize Board said last year’s
yield was only 1,45 tons a hectare due to
drought, giving a crop of 4,23 million
tons from 2,92 million hectares,

That forced South Africa to import
substantial amounts of mainly white
maize this season, with a large propor-
tion coming from Kenya,
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possible 3%91’. good rains

Louise Cook ,
MAIZE prices could halve this year
amid predictions that the new season’s
crop may hit 7,5-million tons — more
'than 75% up onlastyear:

' " Industry sources said yestérday the
expected bumper crop following recent
rains was likely to lead to consumer
prices falling at least 30% when the
‘new inarketing season opened in May,

The fall would represent an abrupt
reversal in consumer fortunes, after a
poor érop last year led to a l-million-
ton white maize shortfall and a'virtual
doubling in majze meal prices. White
maize is about R1 000/ton, with maize
meal at more than R14, 50/kg.

“We are moving into a surplus crop
thig year,” Premier Food MD Gordon
Utian said. “I have no doubt of a fall in
the price by May or June.” Prices were
at record highs and consumer resis-
tance had setin.

He said farmers were likely to con-
tinue lifting prices until April, but

G2 omaree
millers would abzorb these costs.

. Tiger Oats said white maize would
probably hit between R450 and
R500/ton in May, and yellow maize
around R450/ton.

Executive director Hamish McBain
gaid farmers would also gain from

" higher yields. Sources expected yields

to hit at least two tons/ha this year,
against a previous yield of 1,4 tons/ha.
FNB agricultural division director

*Jan van Zyl éxpected prices around

R450/ton, saying contract selling had
already taken a large portion of the

" toming ‘crop.’ SA Futures Exchange

agricultural markets divisibh spokeb:
man Rod Blondin said yellow maize
prices were likely to be less volatile
than those for white maize.

‘White maize prices would range be-
tween R400/ton and R600/ton, but the
new futures contract would help sta-
bilise the price. Spar said many con-
sumers had switched to rice following
last year’s sharp price hikes, but that it
would pass on lower costs.

Halving of maize prices
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PRICES HEADING DOWN
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ast year's white maize price was K850/t but the tables
may be turned this year after the good rains. Tiger Oats

echnical director Hamish McBain says a potential
4,56 Mt white maize crop should exceed local market needs by
1 Mt. He estimates the total maize crop will be about 9 Mt.

Farmers should feel the impact of lower prices and con-
sumers should benefit as the surplus forces prices down.

After last year’'s fears of a staple food shortage, the season is
ending with an unexpected 846 000 t yellow maize surplus,
forcing the Maize Board to export 422 000 L. Stocks are also
held by millers and agricultural co-operatives.

But how did this come about?

Board statistics show that though last year's white maize
crop was a mere 1,7 Mt, carry-over stocks from the previous
season added another 1,2 Mt. And imports of

(=) mure

The prospect of a free-for-all in the maize market will appeal
to the milling industry. Tiger Oats and the Premier Group, SA's
leading milling groups, have gone through a rough patch re-
cently, aggravated by last year's sudden maize price spike. And
the food inflation rate should also come down. Though white
maize meal is a food staple, yellow maize is also widely used as
a major feed component for the livestock, poultry and egg in-
dustries.

McBain says another benefit flowing from a freer maize mar-
ket is that coastal mills can now freely import cheaper maize
from South America or the US, saving on the R120/t rail costs
from the north. This reduces costs and also sends a signal to
farmers in outlying areas to switch to other crops.

McBain also welcomes the new price-forming and hedging
roles of the SA Futures Exchange’s white and

more than 600 000 t pushed the total available
to almost 3,5 Mt, agaimnst focal consumption of
3 Mt

In the case of yellow maize, almost 3,4 Mt
were available following imports of 250 000 t.
But, with commercial consumption only 2,3 Mt,
a surplus of 846 000 t was left after export and
carry-over commitments were met, Provision
has been made for carry-over reserve stocks of
227000t of white and 135000t of yellow
maize.

Clever producer lobbying also helped keep
prices high.

“Information on the local market has been ma-
nipulated for decades by the board and by the
National Maize Producers’ Organisation. Both
organisations are astute in talking prices up and
exaggerating shortages. Some market restric-
tions still need to be reformed to allow for unhin-
dered price forming,” adds McBain.

For example, big grain co-operatives own and
manage silos capable of storing 15 Mt and have [
been historically averse to free, inter-co-opera-
tive competition, leaving the way cpen to sup-

builish

Crop bonanza . .

. export outlook

yellow maize futures contracts, which will come
into operation from the end of February.

Safex MD John Wixley says this year's crop
| might be higher than expected. “Recent estj-
mates of an increased maize crop of between
7,5 Mt and 9 Mt could be understated Maize
Board estimates of plantings refer only to com-
mercial plantings, estimated at 3,256m ha this
4 vear. Noncommercial plantings, however, are
likely to total a further Im ha,

“At an expected yield of over 2,3t/ha, this im-
4 plies an estimated crop of over 10 Mt, more than
double last year's,” says Wixley.

With the board estimating total domestic con-
sumption at about 6,5 Mt, this year’'s maize crop
y could leave between | Mt and 3,5 Mt for export
{ in the year ahead.

Though it is still too early to make a crop pre-
diction — “growing conditions have been
favourable to date, but the weather in January to
March will determine the eventual crop size,”
4 says board deputy GM Jeff Wayland. Following
last year's low US crop, Chicago maize prices
have spiked as growing international demand

ply manipulation and withholding stock.

But GM Leon du Plessis says the board, as a
statutory body, uses only official crop estimates and figures
supplied by the Department of Agriculture and other industry
role players such as millers, processors and co-operatives. “In
the 1995-1996 season, the figures made available by the board
were all agreed on by the industry through representatives on
the formal Maize Advisory Committee, as constituted under
the Maize Marketing Scheme.”

McBain argues: “While the milling industry would prefer to
see voluntary changes to any possibly restrictive practices,
proven collusion between two or more co-operatives could al-
so fall foul of the Competition Act. But, with an expected crop
surplus this year, co-operatives may have to compete, to find
the best buyers for their product.”

drove global end stocks down to 507m bushels
— enough for only 22 days’ global supply, com-
pared with 240 days’ supply in 1986-1987.

On January 17 1995, the fob Gulf price for yellow maize was
US$109,84 /1, agamst a fob Gulf price of $155,90/t last week —
a 42% price rise in one year. And, says an industry source, {f
crop conditions in the US are not favourable in the coming
planting season, fob Gulf prices could reach $173/1.

With the local and the US crop outlook on a knife edge until
then, the board will be hard-pressed to decide when and at
what dollar price it should start selling SA's possible maize sur-
plus into the futures market to maximise returns for farmers.

And should this year deliver a bumper crop, coupled with
possible weather problems in the US, farmers could be in the
pound (or dollar) seats B

FinanciaL MAIL - JANUARY 26 - 1996



|Call for free 1

qize m

keting

Louise Cook

A GOMPLETELY free maize market-
ing System had to be in place before the
end of the new season to prevent farm-
ers and the maize board manipulating
the market, Tiger Oats executive direc-
tor Hamish McBain said yesterday.

He said the industry would not sup-

port the floor price on exports, the com-.

pulsory levy and the board’s monopoly
on exports beyond the season ending in
April next year,

The industry was partly freed last
year when Agriculture Minister Kraai
va.lrlir Niekerk told farmers to set their
own prices and create their own Iocal
marketg, but exports remained the sole
preserve of the maize board.

MeBain said farmers, facing lower

MAI2E

{b D 50 ” q%rices becaugvao a surplus crop of be-

tween 7,5-millior and 10-million tons,
had the ability to create artificial
shortages to push up prices on the do-
mestic market by oversupplying the
board’s export pool.

A poor floor price set by the board
was not necessarily a deterrent be-
cause farmers would receive a back-
payment at the end ofthe season, -

Premier chairman Gordon Utian
said the floor price and R60 a ton levy
hadtobe scrapsednext AT,

Maize Board senior deputy GM Poe-
na Fourie accused McBain of “chasing
up ghosts”. The board bought only
400 000 tons of the 1,5-million tons of
yellow maize last year, focusing mainly
on. exports. It did net play the local
market, he said.
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I\/Iini%ier forecasts better wheat and.oats crops

Bv Nopman CHAND

Pretoria Bureau

he maize harvest is expect-
I ed to be double that of last
season, and South Africa is
probably in for one of its best agri-
cultural years for along time.
Agriculture Minister Dr Kraai
van Niekerk told the Agrocon
agricultural outlook conference in
Pretoria yesterday the crop would
probably total about 9-million
tons, more than double last year’s
42 million tons. - By
He also forecast better wheat
and gats crops as a resuit of wide-
spread rains which have fallen
over the country this summer.
“The agricultural sector is cur-
tently emerging from a number of
seasons in which every effort had
to be made to keep afloat. Apart
from a few exceptions, all the
enterprises had to put in almost
superhuman efforts in order to

survive,” Van Niekerk said.

“Season after season, any pos-
sibility for zelief disappeared in
the wake of El Nino (Ele climatic
phenomenon which is blamed for
South African droughts). Added
to this, farmers were exposed to
the harsh realities of market
forces.

“Pollowing the political chan-
ges, South Africa has also begun
to re-enter world markets, which
isiperceived as a threat by many
but in fact creates great opportu-
nities for those sectors which are
prepared to adapt timeously.”

Van Niekerk said there were
indications that, with an upswing
in world agriculture, South Afri-
can farmers could experience a
positive effect and this would, in
turn, have a ripple effect on the
economy.

In order to make an impact,
the country needed to use its agri-
cultural land optimally, “and any

efforts to merely employ land for
the satisfaction of ideological ob-
sesstons should be discouraged”.

The minister added that the
drafting of new agricultural mar-
keting legislation, tabled in Parlia-
ment this month, would herald
major changes in the sector,

“It is not the intention of the
proposed bill to bring back local
controls. On the contrary, the local
market has been freed of statutory
intervention through a managed
deregulation process and will re-
main free,

“At present and for at least the
foreseeable future, the marketing
of agricultural products will be
effected in terms of the Marketing
Act and difference schemes in
terms of the act. This will ensure
that the best interest of existing
farmers will be looked after, while
also bringing the developing
farmers into the picture and look-
ing after their interests,” he said.

Consumers may not see benefits of current bumper crop

There may be a bumper maize
crop on the way but that does not
mean that consumers will neces-
sarily benefit, 3
Cerneels#Claassen, chairman
of the Natioital Maize Producers’
Organisation, says a necessity to

-, —_——

L T

* rebuild stocks, after several years

of crop failure due to drought,
could dictate what the consumer

+ will get. The export market also

had to be satisfied.

“#e told the Agrocon agricul-
tural outlock conference that only
4,2 million tons of white and yel-
low maize had been produced

last season, as against 11,8 million
in the 1994-95 season. All exports
had consequently been stopped.
“Given the early deliveries
{this season) and a necessity to re-
build stotks, it is not clear how

3 myuch of this crop will be &vailable

for consumiption during the com-
ing year.”




et L fm——

'||' merurer penmyuea ySnomy

"H0SBSS JOUIIINS if} JO }53d a1y
J0] BB 9I0W 8PIal 48 Anunco
g} Jo jeam o) sA8s Jmg ‘doo
azpetl a1y Jo doppsuod oY) pasad
-UEPUS AYEMED O3 J0 3589 Sy 1y

"(%78) wduspemmdyy

| PU {028) 159M THON “(ogh)

8181g eaxy Al ur oould Yooy
595l JTROPMSIS Twak snopasad

9T WOJJ 4Qg POFBAII] OZwm
* «S6/766F 0} paseducy pajoadxs

oA Him pajueld warw oy, -
"POS] [BUITUR 10j AfUTem
PasT 8] qo[uMm ‘aziBil MoffoA umip
191181 81[ym SUBAlMD SpIEMO)
PaIUe as[B oaBy BIOUNIBY
(9605 1a0p) poupaolf

. LISYMOK. PR (0h1g Tmop) Fuoy
=08 w peIdoap Supwerd (o67)

28g ey o) puB (472) SoUA
-oad 189 YON T ToprRARMO
978l " U} 838V m:nmo.a
snopaaxd oy yim pareduon Tof)

L 9b(tfhz mpy
pus-i k\w&@m,

T —— e

‘8f88 a7, ‘slafjamp

JUIMIST))as [eumioju] .mﬁmzaﬁ

trae LA I

“BADIO JapUn BaTw o) Uy gyTT

1IBTf} SI0UT JO 85BAIOU] U8 BRRUSR «.

-o1del ‘gg/661 Wy ozpem gy
pajmeld azam saejoey UG

6836 8488 Juemmuwdap. oy,

“ITejures pood oy) 8-

PSLIp pus wngsros ‘Enupunosd

‘9ZTBUI JO SBAIB J0)BaL3 0} puan

presdn oy saynquye -9
I .%m ClH

8q ue2 sdoso memrou-aA0qy, .,

. ?ﬁ%ﬁ:ﬁ
sirad s80ur wy injptold tioeq suty
ped 18T, OB J8aA 98] o dugy .

e 4

pedweme aawmy] jB1p) SHBI [6)
~malio; of} Aq pajoajyran Aade]

‘UG 88y uoponpotd doxo yem)
| MOUS Hjsam STy Juemradag am)

LGy o) Aq pesealal soyem

“fse dolo Jowrums jsayy evyy,
[P 8 ‘TONBAGMD JOpIM suBaq © -

- - Isok B[} SUGY 000 00
qoual- 0} Aoy o Yo .mﬂmn
W Jo 81800 o1} poqlosgs suwyg
Ansnpu; Suppu o) sfss ‘Suy

- <IN JO JequEty) o1} Jo Jafwwenr
' TedoUdd ‘SiaffIA Op armuwp - 5

. "SI0y
HOfITIE g 18 ‘Tuak 1981 woy) Joudy
AremBmm Lo s uoswes Chiig)

plotem stes ‘soymmioo ey s rdog yeoy om Ja oREuem

8]} SJIATNIe} (820 Jof sdoao .
. AZploAw waRy} Jo u
ou) uotmredsp oy syymom L ¢

JAnoS ¢ ooy

() oUW )" TR
S11 0) Ajoyijun as1d peaig

4197 159d a1j3 Fupm

: pojorpaad

* -jiso'dold euoriwn suouniudap ' yeibuald ‘USPBIS UBA' S[NOY
ol Jo UBTLIPRYD JUG Snqoy « TOjE[ Jo
awak ¢ aymI a1f) Molaq 1dey oq Ja omy

ST ey oo Auy “o40] 9s0a-
%.a oY) notM, ‘read Jse| wem)

JOMUTS - Jonm, S s’ 3f ‘sonyd - .
3A3WND NINEIN-WYITIN A8

8468 oy, ‘pajroduy’
aq 0) 98Y jEOUm SS8] Swwaur
HOTAs ‘puBTISD opssmop sy jo. .
1som saonpoad s oLy mnog .
nq ‘auo peoo] of} mo[aq Arensn
81 UM ‘saq pliom sy s 10y
0] SuppuLIslep 15e8B1q o1,

T s ..." -HS
~WBAON THUN oswaIou] o) Ay
-tn sf aold pealq oy ‘JosTent -
PLIos a1y w} a3weys eopad oyyem
BIP B J0 aanyre) doad yeeym B su
ons ‘sugddey paeaojun Samm
~9lnos ssAMuN 191y 8AEs ‘spooy

-d8[Wal] JO HO[SIAID ¥ ‘soliaymg
dox ysanm peysmpse oy) sfws

uogqny Anjg-jo Jogwmewm Suy
<oVl ‘mesuomngy weHRIr:

*"Yeana peoprd-yamg uoduiy oy Suy

-ABY BOLIYV minog andsap ‘read
9 0 PUS o [Run- aseadng
0} Ajmm &7 eold pedad. om
&% tood 6u3 107 19B(s Uy 5} Joyen

500-M0] OU 40 Y| USGM mni,.
B 18 Juowidofassp pawas mm vy

0U 9ABY SYUBQ oI} By} JEe[d
LS

A 7 efve Smanan -

qey) yorq Levd 0) pioge wwo
. -



By ANN CROTTY

Johannesburg — Futures contracts
for yellow and white maize start
trading on the South Afncan
Futures Exchange (Safex) today,
marking a worldwide first for the
availability of white maize futures
confracts.

It may also mark another nail in
the coffin of the maize board as
market and political forces build up
against the existence of the board’s
stabilisation levy and its operation
of a single channel for maize
exports.

The maize board, which gets its
power from existing legisiation,
ailows anyone to buy and sell maize
on the domestic market, but exerts
tight control over the export market.
The board collects a stabilisation
levy that is used to subsidise
exportable surpluses to prevent the
domestic price falling to export par-
ity in a surplus year.

Under these reguiations, anyone
may import maize at the applicable
tariff,
industry sources representing
producers, co-operatives, buyers
and millers are confident that
facilities such as a futures market
would help make the 1996-97 mar-
keting year the last in which the
ard collects levies and controls
@ maize industry.
Controls on the export of maize
ould limit the involvement of
international players in the maize
tures market.
The absence of large internation-
traders would adversely affect
volumes of trade on the local

‘ket.

A floor price would also limit

e degree of price volatility.

'olume and unfettered price volatil-

ty were critical factors in the opera-
ion of an efficient futures market.

Food manufacturers such as
Tiger, Foodcorp and Premier would
be able to use the maize futures
market as a means to secure a firm
price for their supplies.

Using the market well, or at least
better than their competitors, would
provide a price advantage. This
could be passed on to consumers or
used to lift margins.

From a political perspective, ane
of the disadvantages of the futures
market would be the secrecy it pro-
vides to users.

This would make it difficult for
the government to put pressure on
the food manufacturers to curb
growing margins at the expense of
CoTsumers.

As trading in maize futures gets
off the ground and South Africans
become accustomed to using them,
pressure is expected to be increased
to remove the fetters of the maize
board.

The final draft of the ANC's land
and agriculture policy centre’s
report on maize marketing was
released last month.

It referred to the possibility of
large differentials between the price
of yellow and white maize, “as was
the case at the beginning of the cur-
rent marketing year”, having a neg-
ative effect on consumers. :

The report noted: “This year was
exceptional. Drought reduced the
area planted to maize and the yields
planted on this fand.

“Even so, there was a crop of
approximately 4,5 million tons. The
problem was that not enough of the
maize planted was white.

“This fact is directly related to
the price incentives of the previous
years where the statutory prices to
the farmer for yellow and white
maize were virtually identical,” it
said.

The report noted that measures

such as domestic and overseas for-

‘ ward contracting, inter-seasonal

storage, and futures markets
“which between them could have
secured physical product at a lower
price for the current marketing
year” were not in place.

These measures are expected to
be developed by the end of the

" 1996-97 marketing year.

In that case there would be a
strong argument for ending the sta-
bilisation fund at the end of this
marketing year.

“From then on farmers would
be responsible for managing their
own price risk just as the millers
have been responsible for managing
their's since the beginning of the

MAIZE MARKET The heavy flooding

Trading of maize futures contracts begin

=T(PeR ) zt[2]9L
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is expected to have an impact on this year's maize crop

current marketing year,” said the fachirers and retaflers to have an
report. : advantage over competition.

John Wixley, the general manag- Clever trading ahead of the
er of the agricultural markets divi-  Christmas period enabled one of the
sion of Safex, acknowledged that larger food retailers to secure cheap-
the Jaunch.of a futures market ina  er meat supplies.
year that was expecting a surplus This price advantage was
crop was not ideal. passed to the consumers and

“But we have to introduce it enabled the group to incresse its
now so that we have a season in  share of the meat market.
which people can become accus- Another retailer bought potato
tomed toif; by nextseasonitlibeall  contracts ahead of the recent flood-
systems go.” induced surge in prices and is in the

Manufacturers believed that the  comfortable position of being able
threat of world grain shortages tobuild marketshare by passing the
would help farmers, he said.» benefit to consumers or lifting the

The existence of futures markets  group's margins.
in potatoes, meat and maize provid- The Intemnet could be a valuable
ed the opportunity for food manu-  source of information for individu-

‘cent of the price of the crop. That

today |

MAIZE

als who want to keep an eye on the
futures market. Various interation- |
al bodies put useful information

such as satellite pictures of world |’

crops on the Internet.

This type of information is used |,
extensively by the United States {.

Department of Agriculture. Last
November the department predici-
ed a South African maize crop of
10,1 million tons, It revised that pre-
diction to about 9 mitlion tons three
weeks ago before the heavy flood-
ing began to have an effect on local
estimates.

The maize board's stabilisation
fund and possibly its floor price for
maize could collapse if millers and
feed manufacturers refused to pay
their levy this year.

Thie levy is equivalent to 10 per-

means that if one large miller or
manufacturer withholds payment,
it would enjoy a considerable price
advantage.

This would probably force oth-
ers in the industry to follow suit.

The threat to withhold levies has
come up frequently in recent years.
Last Wmﬂwu most players agreed to
pay their levies while new govern-
ment policies were being put into
place.

There wete reports that one of
the major animal feed manufactur-
ers was refusing to pay any levies.
This prompted other players to pro-
pose that the levy system be
scrapped from May 1.

Without income from levies, the
maize board, which must be self-
financing, would not have the
money fo support the stabilisation
fund.

The government's approach to
such unilateral action is that it bene-
fits the rich who can afford the legal
battles to the detriment of small

o am

w

players.
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Safex

mmﬂoEwE_..mH”
division: GM-
- John Wixley:said vester- '
. day that the Mayfutures
_contract for-white:maize
. had closed at m.mpo\*_ouw..,

_bsa spoti Eﬁ..whn mMafmﬁmm noumumaw wou%mﬁoﬂwumﬁm.. . gbly by next year —play- .
“ois ; - % -ers --on the Chica
i s e - .- 7] ‘exchange were Emmw%
- - | enter the local maize, mﬁ. -
1 tures market.’ -

. finished m&ﬁmmo\guwg.
_the September contract -
.atRbH40/on.

% The launch moWoﬂm.w

. more than 50 years of

price-fixing and single-

channel marketing by..
_-the Maize Board. Wixley
. said once the board’s sin-

gle-channel export funcs

.. tion ended — presum-

-1 - _“Although the mmﬁ
a:.#.:ﬂ& futures market

-| remaing a relatively new

.| :concept in SA, futures

- | ‘markets are used world-

. wide in the agricultural
| mérket as a neutral
“price &macﬁwm% mecha- [
nism’ and .as”a mecha- |
I-piism.-to effectively man- |-
}age wﬂnmﬂmwﬁrmwmﬁﬁ )
-} the mmﬂg#ﬁmmmmoﬂou )
1= “Genfood deputy direc- | -
-1’ tor Hans Swart said the

“| industry needed maize-

for.].
-1 proper risk management. |-
‘[Hin" a-free market, “Last
.| year the market was in-
‘| formal —, at least ‘this
year- there isa risk man- |
' | agement mechanism.”

futures confracts’

. Meanwhile,. industry

1| soureces. said wwm..nm Smnm;
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oonm.ﬁ% “to. ‘manage a,

new spot market for the
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Maize buyers join fray over cg

By Ann CROTTY

wormsbmmvﬁm The vast majority
of maize buyers havé joined the
fray regarding the proposed contro-
versial ' Marketing of Agticultural
Products Bill ahd are %E»a&sm a
move to a fully fledged fre¢ market
system from May this year,

Their demands, which* have
been put to a reportedly receptive

Maize Board, have been made as
the Bill goes to Parliament.
As an executive from a leading

'maize milling company remarked

yesterday: “If the Bill is not changed
it will undo all the work that has
been done to get the Maize Board to

*move towards deregulation.”

Discussion of the Bill in the
Senate has been deferred until next
week to allow for more analysis.

Meanwhile, parties represertiing
major South African consumers of
rhaize argue that high world grain
prices make this an appropriate
time to move to an unregulated
market system.

In their presentation to the
Maize Board, consumers noted:
“World prices of agricultural com-
modities have increased significant-
ly in the past year, in part due to the

trovers mﬁ w:ﬁwmwgm legislation :

the World Trade Organisal
the manner in which' governments
have responded to the phasing out
of inferventionist programmes.
“The most significant impact,
however, comes from marked esca-
lation in demand ?oE Asia.”
The existing high price levels are
expected to be sustained for several

years, ensuring that local farmers

receive attractive returns on surplus

crops sold into world markets. The
rationale behind the interim formu-
Ia was-to protect farmers from loss
on the export market..

On the basis of ‘current market
conditions, maize consumers argue
that South African producers
should be able to “obtain a satisfac-

.. tory price for exports without re-

sorting to any artificial subsidy pay-
ment from domestic constmers.”

An addjtional source bf wﬁmmﬁ.m
is that a significant number, of pro-
ducers have avoided paying lévies

‘they regard as ze:mnmmzm ‘taxes,

The board appears unwilling  or
uriable to take action to curb such
practices. While it found the recorn-
mendations unacceptable, it agreed
to'review ‘the scheme. mebérp_@
all parties are closely watching

- developments in Parliament. .
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‘Maize buyers’
, _wocmmm Cook mm”va mﬂ \Nm ‘ @

" THE ‘thaize industry was. heading for an-

other major shake-up with buyers demand-

- ing a new deal by May, putting the future of

the floor price for export maize in the bal-
ance, industry sources said yesterday.

They said an industry agreement to pay

. stabilisation levies to allow the Maize

Board set a floor price for export maize, was

atrisk. : S .

Buyers said yesterday they now wanted

a totally free market by May this year in-

stead of next year, The change of heart was

due to spiralling. world: maize prices. and

. prospects of local farmers &njoying an €x-

cellentlocal crop. )

Animal Feed

gmb:mmnwﬁmum, bmmonwm.

de
D

14

tionf{ M chairman Graham Ebedes said
the scrapping the stabilisation fund and
_paying farmers export parity, would result
in a saving to Afma of between R50/ton and
R100/ton. on yellow maize compared with
last year. However, expected higher yieldsa
hectare after the rain, ensured that tarmers
would still make a good profit.

Feedlot Association chairman Dave Ford -

blamed last year’s glut of imported meat
and the high maize price for the livestock
industry’s battle to become internationally
competitive. “How can. we be expected to
pay a stabilisation levy on maize when the
livestockindustry enjoys no such supp ort.”

i+ Premier Group chairinan Gerdon Utian

_ gaid this was the right time to scrap the levy
and stabilisation fund, but a forim was__

ands place fl

!|‘ . - s SR . I
iceat risk
needed. However, buyers ﬂ_mﬁm likely to re-
gret their move if they failed to take a
. Ionger term view, National Maize Produe-
ers’ Organisation director Kitle Clussaid.

He warned against “throwing the baby
out with the bath water”, saying the sce-
nario could change if the US came up witha

_ good crop after July. -

Meanwhile, the Maize Board, the centre
of the controversy, was awajting develop-
ments. A meeting of the maize advisory
committee, scheduled for March 19,”was

' likely to bring the maiter toa head, GM
Leon duPlessissaid. =~ _ % i,

He said the board would abidg by, iidus-
try’s decision and dismissed fear§theboafd
would trade on the local market g that the
floor price would pushup the local vﬁnm

; . I A

UL B



I TR TS

[

Southern African cereal bharvest
is expected to be above average

é’*’(ﬂ)a [2]96

FrOM Sara

Harare — Cereal harvests are expected to be
above average following widespread good
rains over most of southern Africa, according
to a tentalive forecast by the region’s weather
and crop monitoring agency.

The Barly Warning Unit of the 11-nation
Southern African Development Community
(SADC)said in its latest bulletin that early indi-
cations were that maize production in South
Africa looked like more than doubling to 9 mil-
lion tons after last season’s drought-stricken
4,2 million tons, following plantings of 3,3 mil-
lion hectares compared with last season’s
2,9 miilion hectares.

In Zimbabwe, the only other country in the
region with a regular maize surplus, plantings
rose to 1,6 million hectares against 1,1 million

3 IMRARIZE

e previous season. A harvest of 2,3 million
tons could be expected after the 800 000 tons of
1994/95. Zambia's cereal output could rise
40 percent to 1,2 million tons,

The bulletin said it was too early to give
estimates of production in the rest of the
region. It also cautioned that yields in South
Africa, Zimbabwe, Swaziland, Mozambique
and Lesotho could be seriously reduced
because of excessive rains that led to flooding
and waterlogging.

Red locust outbreaks had also been re-
ported in Tanzania and Mozambique.

The regional shortfall of grain for the year
closing at the end of this month had increased
slightly to 32 million tons. Food availability
was tight in Angola, Malawi and Zambia be-
cause of inadequate arrangements for imports
to make up for last season’s poor production.




N , Kenya imports ye]low maize to

replace white
| RICHAUE R

By Jok KHamist

Nairobi — Just as thousands of bags of maize are being
exported abroad, large quantities of the staple are arriving in
Kenya, apparently to bridge a major shortfall in the produc-
tion of the commodity.

About 4,4 million bags (400000 tons) of maize was
exported by Kenya last year, mainly to southern Africa. Last
. month, 1 million bags left the country.

During the past few weeks, thousands of tons of yellow
maize from the United States has arrived at the port of
Mombasa. The paradoxieal scenario is baffling Kenyans

i ybecausetheyivillbefomdtoeattheUSyellow
maize, which they dislike, instead of the preferred white
vari .

A few months ago, the United Nations Food and
Agriculture Organisation warned Kenya of a looming
famine because of a food shortage arising from poor yields
- In another warning, a report by the regional intergov-

emmental authority on drought and development said the
country needed 10 million bags (918 000 tons) of maize to
prevent widespread hunger The regional authority
comprises Kenya, Uganda, Djibouti, . Eritrea, Ethiopia,
Buf the - Arflings were igno "‘-"-’ﬂ'wtead, the national *

m%aﬁ%iﬁmeb?m@&

was,

ent approval. SThe *poagrd

i

owever,

- oty
o) LET A
o Ei‘ o ey

tryfaced an emergency, jug#ek ol s -
Observers think the pebplewho were involved witht
exports may be the ones importing yellow maize. :

“This is obviously a case of Somecne ereating.an artificial |

shortage for monetary gain,” one sourcesaid.” .
Three foreign companies were given contracts to export -

aize €

orts
mﬁg the Rotte‘g:am o n

company Glencore Grain,
International Commodity Dealers of the United Kingdom
and Tradex of Ireland.

Most of the maize was destined for southern Africa to
assist with famine conditions before the recent rains. But the
process appears to have backfired.

The Kenyan government has refused to respond to calls
for an explanation.

Khalid Mwavumoan, an opposition member of parlia-
ment, said: “The strategic nationat food reserves are still
below the security levels and owing to bad weather, there
will be a crisis.”

Newspaper editorials and commentaries have hinted at
corruption in the handling of the maize issue. Others have
claimed that the government planned to use food as a
weapon in its war against the opposition in the run-up to
next year's general elections. .

In the north and northeast, where famine has persisted
for years, evidence has emerged that only supporters of the
ruling have benefited from food handouts. Already,
millions of people in the arid north and north-east of the
country have sent out a plea for food aid. - Independent
Foreign Service '

y
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Maize buyers'to
challenge board
| - Louj e(:’j@“ \H‘%
3 P%ETO "‘g—’-qéaize
buyers are due at a board
‘meeting today to- de-
mand the role of. the
Maize Board be renego-
tiated, amid growing al-
legations that the board

has been manipulating

themarket, _ i

» . The National Asgocia-
tion of Maize Millers, the
Animal Feed Manufac-
,turers’ Association,”the
SA Poultry Producers’
Association, the SA
.| Feedlot Association and’
the wet milling industry,
which ° * together - buy
about 6-million tons of

Maize a year, said they :
,Were upset because of |

suggestions that farmers
were delivering early to
the'board — which could
create artificial short-
ages and force up prices,




State of play in SA maize industry slatec@ ijgqﬁgp

Louise Cook

TRANSPARENCY“in the maize industry
had deteriorated aridiopportunities for in-
gider trading were ‘tife, SA Futures Ex-
change agricultural markets division GM
John Wixley said yesterday.

Wixley described conditions as “crimi-
nal”, with market information only selec-

C

[4

<€
tively available in th us

Agriculture Minister Kraai van Niekerk
last year appointed a maize advisory com-
mittee. Initially it held open meetings, but
this had changed in time. Wixley said Safex
was an independent, neutral exchange and
gaw closed committee meetings as “con-
ducive to collusive practices” and inimical
to the fair operation of an SA maize market.




LindaEnsor

CAPE TOWN — The Cape Town In-
dependent Civic Alliance, launched by
former Cape Town mayor Clive Kee-
gan and consistings of individuals
drawn from various political persua-
gions, would fight five wards in the
forthcommg local elections and would
have gix candidates on a proportional
list, Keegan said this week.

7 A list of members, who would be

bound by agreement on basic princi-
ples, would be announced on Friday.

Cape Town alhance w1y con;est five wards

member and
nt Arthu.r Wien-
bu.rgjom t.he ce after
be elected as the DP’scandidate forthe
Rondebosch/Observatory ward.
Keegan said the alliance would be
offering a “lively and rigorous” alter-
native to pohtlcal rigidities and the

po of political parties.

B'E:njhenee he added, would be
urging Capetomans to place the wel-
fare of their city “above the electoral

self-interest of the mainstream palit-
ical parties”.
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Row over
maize import
t rmg

IcaL

PRETORIA A row has
broken out between offi-
cials responsible for

| monitoring maize im-

ports, with allegations
that imports through the
Western Cape may not
have t;ﬁnf%m for

tentially fa ns.
pe Maize poﬁioard

4 The

| whose responmblhty for

. tsamld‘. o
ﬁ yeste "1*

health oﬁiclal&
‘the Western Cape had

*|* neither the funds nor ex-

pertise for the job.
Health department

Jood director van

det¥ Venter. *shld 1m-

&hpbuard as un-
n- J and hmofﬁmals

: o cBam

'ﬁaulw flers had

ested aftheboard
dothehesta
The Western Cape
Maize Conasumers' Asso-
ciation said it was not
sure who had tested the
maize coming through
the Cape harbour.

..t Checks are vital to de-
tect toxms common to
dmnu]i)l maize, one of
which is 2 major canse of

'. cancer, while the other

poisons cause infertility
-and nervous diseases in
humans. ..

Sources said the tox-

ins developed - quickly

ftommsture Major caus-
- ents included - stacking
‘inmza‘mexvto ship en-
*gme' roome:=The cost of

Stock Exchanuaf;{?the JSE") dnd the Regfstrar of Com
R20,6 million by way of a rights offer ("the rights offer*}

Purpose of the rights offer . i

The purpose of the rights offeris to raise appmxlmaxe
Protea Medical Services (Proprietary) L{mﬂed and to
increasing lovels of working capital

Terms of therights offer * - - w'

{i) Amounttobe raigad (beforo expensas)

{n lembe{ ‘ot new ordlnary Shares tg-

iy lsaue pnéaper new ordlﬁ&ry sh r oo w,t
(v) Rétio of rights ofter... . % & gﬁ

The new ordlnary shares wll! rank parl pauu wlth

R

Appllcallon for listing .. . '
Application has been made to tha JSE for a Ilsﬁng of the
and the 12 858 025 new ordinary shares to be issued

o
¥u¢ "?

Underwriting A

South African Mutual Life Assurance. Sodety hasundert
rlghts offer for a fee of one and a half parcant.

. ‘ J‘h
Documematloum -'f

"The ﬂghts offer clrcular. to which wil be awachad the
JSE the rights offer gircular will be sont tnthe ordlnary

b
Notlce of lasl day to register - * _* .
The last day to register for the rights oﬁer Is the close

A furthar announcement praviding information on the

Cape Town
28 March 1996
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Maize insider
tr’adi:dgclaim‘ 1
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3 YMAIZE
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e d v :
by” the South African Futlires
Fxchange at the, Maize Advisory
Board over the poteritial for insider
tradifig in its closed meetings were
“napproptiate”, sources in the agri-
cultural industry said yesterday.
“Anyone ‘Wio' takes a position
on what we recommend could burn
their fingers,” said Hamish McBain,
the technical director of Tiger Oats.
“I¢s not like the old days when

By James LAMONT” .

the price was negotiated and it was
known to some but not to others.
Recommendations ate only goingto
ihdicate a target price that those
who deliver to the niaize pool might
achieve” he'said:, .
i Tiger Oats isuepnésented by the,
G aifMlei Aot o the
"Niaizé Advisory Boatd) 5 - ¥
= The, exchange’s', agricultural .
markets division’ yesterday: sent'a’
request to Kraai van:Niekerk, the-
agricyltire ‘Tinistér,’ to ifitroduce
credible” measures, to, preverit the
potential use of inside information,
by tiembers of the Maize Advisory,.
‘Committee, R
1t .also condernned the’ control "
mentality of agricultural boards and- -
a mechanismfhat allowed 2 sup::,'
port price for maize to be fixed by 2" "
small ‘gtoup of individuals: i the 7
privite: sector ;with. huge' vested -

nterests., The.committee is.idelib- -
erating; over the Jevel at which fo set
fhe board’s'levy and the level of
support for the export pite of
maize,this season. ., P
- But the' exchange said” that
closed meetings involving select
embers of industry and the maize
trade were “non-transparent, con-
ducive, to collusive practices and
insider. rading and inimical to the
fair opération of a maize market in
South Afzica”.

J e
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drop maize
Louise Cook; .. 66 q IL" |
PRETORIA "~ Agriculture Minister

Kraai van Niekerk faces growing pres-
sure from the;maize industry to scrap a

v

keting Act which bans the publication

of certain vital market information.
The Land and Agriculture Policy

Centre, the SA Futures Exchange and

Van Niekerk should waive the ¢lavse
and allow a free flow of information.

The Act; which is being revamped in
Parliament, prohibits the Maize Board
disclosing its recommendations until
they have been accepted and approved
by the minister. This léaves price in-
formation selectively available in the
industry.”

Land and Agriculture Policy Centre
genior regearcher. Brendon Bayley said
maize advigory committee talks at the
end of last month would “heavily in-
fluence” price levels for white and yel-

-under pressure to
ecrecy

secrecy-clause in the Agricultural Mar-

the Maize Board.said at the weekend .

lause
 (3)mure
low maize, yet Yrobod¥ could legally re-

veal what had been discussed. )

“The mere possibility of ingider
trading could be potentially very dam-
aging to the development of a futures
market,” he said.

Safex agricultural markets division
GM John Wixley said closed meetings
were “conducive to collusive practices”.

Tiger Oats executive director
Hamish McBain agreed that informa-
tion should be available but said direct
representation for each stakeholder
would be “logistically impossible”.

The Maize Board said recommenda-
tions on this year’s marketing would
remain secret for the time being.

The furore over insider trading and
transparancy wag set off last month
when. smaller stakeholders in the in-
dustry were barred from a maize ad-
visory committee meeting in Pretoria.

The minister would make a decision
on the issue “as scon as possible”, a
spokesman said.
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'R1 2bn export
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thig years bumper maize’ crop,”
» could earn’the’ economi R1,23bn-
lastyear‘

i in exports compared wit

when just gver R1bn was éarned”

on all agrieultural exports, ana:
1 lyétssrn ygsterda :
- -Maize, Board ‘¢ jef aconomlst

v Pleter Esterhulzen said with the -

wealk tand :and the surplus maize
crop, SA was. poised to gain con-
s1derablyfrom exports.

“Lagt year;maize had to be im-
orted; bit.now we're sitting on a
-m11 1on-ton surplus,”he'said. -

-If world prices maintained lev-
els of. US$150/ton, and with the

| ‘were in gight; he said.
~. . He 8gid'at thege levels every
20c. drop in'the rand-dgainst the

ekchange'rate at R4,10 to-the dol-
lar), export earmngs of Rl 23bn '

‘dollar would ‘Tean an extra RSOm :

’on maize exports
¢ Last’ ‘year, expnrts “of agncul-
: tural products including animals,
‘oils, fats waxes:and raw hides net-
- ted. judt over Rlbn in.foreitn ex-
“change; miich lower . than .the
R3 7bn earnedin 1994 whien there
was also & bimper maize crop: - ©
. Analysts believed that with' the

......

rand* trading’yesterday-at record

llowa ‘of R4,19"to the dollar, and”
gl i;ural roduction expeeted

“to'be at recor levels after the gub-
stantlalrams, exports would soar.
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MEBEIRRCR D mAize:
GOLDEN HAZE
12/ 4|96
As international maize prices hit an his-
torical high this week, local farmers are
wistfully looking at what could have been
one of their biggest export windfalls.

On Tuesday, fob Guif maize export
prices hit US$184/t. And with the
rand/dollar exchange rate weakening to

around R4,13, it meant gross export rev-

enue of almost R760/t.

In the expectation of a crop of more
than 9,5 Mt, producers calculate that
2,1 Mt will be available for export. Had
the maize been available this week, pro-
ducers would have earned about R1,6bn
in forex. Unfortunately, SA’s maize crop
will only start to fill silos in July.

As in most sectors, imponderables
count. Will the rand/dollar exchange

rate remain at its present level and will

. crop estimates be met?

For now, only hedging contracts on the

| Chicago futures exchange will ensure

any benefit for exporters. And the Maize
Board — still the only single-channel
pool exporter in terms of the new maize

scheme — is not empowered to hedge -

unless it has stock to back its dealings.
The board’s recommendation to Agri-

culture Minister Kraat van Niekerk that

other registered exporters also be al-
lowed to export this yearis unlikely to re-
sult in an export scramble by co-opera-
tives, traders and commodity brokers.
“The board’s R490/t export pool price
means it will be in a position to use its ex-
port stabilisation fund to support export
prices should net Gulf export revenues

drop below the support level. With this

kind of back-up available, it's doubtful if
other potential exporters could offer com-

parable value to producers,” says Tiger

Oats technical director Hamish McBain.

But Sentraalwes Co-operative grain
marketing manager Konrad Keyser says
that, with Chicago futures prices seem-
ingly rising ever upward — May futures
hit $188/t this week — and at least until
the next US crop starts affecting prices
from September, Sentraalwes will con-
sider hedging when it thinks prices are
near peaks.

“We would probably start with export
shipments of 33 000 t and see how we do
before we commit heavily in this new
territory. But one thing is certain — the
high price trends (driven by low world
stocks and less-than-bullish expecta-
tions of the next US maize crop) will also
affect local market prices,” says Keyser.

Maize Board CE Leon du Plessis says
farmers should be able to realise R520/t-
R540/t after deductions for storage,
wharfage, railage and finance.

This export parity price would there-
fore be above the board's R490/t export
pool support price and should push local
market prices higher.

SA Futures Exchange (Safex) agricul-
tural marketing division CE John Wixley
says Safex yellow maize futures prices
are moving towards R630/t-R640/t,
With around R100/t deducted for stor-
age, levies and transport costs, farmers
should realise about R540/t on delivery.

Whatever the teething problems, SA’s
maize industry looks to be well on its
way to operating in an essentially free
market. B
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Louise Cook

THE agriculture ministry is likely
to cap maize exports this year to
1,8-million tons, a move which
could deny the maize industry
millions of rands.

The Maize Advisory Commit-
tee said at the weekend the min-
istry would be asked fo cap ex-
ports to 1,8-million tons. Industry
sources have estimated that avail-
able exports could reach 3,5-mil-
lion tons, depending on the size of
the local crop.

Limiting the export_volumes
while the rand was depressed
would see maize producers lose
significantly as SA could gain
ahout R60m in foreign earnings
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for every 20c the rand dropped. -

On Friday, maize futures con-
tracts on the SA Futures Ex-
change agricultural markets divi-
sion clogsed at record highs of
R740/ton for July white maize.

Dealers said this followed the
rand’s fall and the increase in
maize spot prices on the world
marketto $204,34/ton.

Friday’s activity also followed a
vital maize industry meeting last
week at which trade rules for the
new season were spelled out.

A First National Bank trader
said volumes and prices on the
maize futures market had picked
up dramatically. There was active
{rade on Friday in futures con-
tracts for 2 800 tons of July white

e T T T R AT

Ministry likely to limit maize
ty ke e C2)

XPOT
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farmers coming to the
market for the first time.

“Harvesting was a month late
due to the fields being water-
logged. Farmers opting for July
contracts were limiting storage
costs and heading to clear be-
tween R600/ton and R630/ton
compared with the R565/ton floor
price,” hesaid.

Another dealer said futures
prices spiralled as the Gulf maize
price overtook $200/ton while the
rand was plummeting. September
and December futures contracts
were expected tolevel off and shed
$131/ton on year-end confracts.

A dealer said volumes also im-
proved as maize futures contracts
were a hedge against the rand.

1= =
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Yellow maize p

By Nancy MYBURGH

Johannesburg — Yellew  maize
prices may rise despite a bumper
surplus crop expected this year as
local buyers have been slow in com-
peting with overseas buyers, indus-
try sources said this week.

Soaring maize prices in the
United States and the falling rand
have boosted demand for South
Affrica's expected surplus.

This may be bad news for con-
sumers, as local buyers have so far
only met 10 percent of the yellow-
maize buying requirements this
year, said a source on the commodi-

rices may rise

eT %)1‘1'4 ‘ié@ MA[2E

ties desk at First National Ba

Local buyers may have to queue
behind overseas buyers for local
maize and few have protected
themselves against high maize
prices by hedging on the futures
market, the source said.

“(Local buyers) should have
protected themselves against this
increase and they haven't” said
John Wixley, the head of the agricul-
tural markets division at the South
African futures exchange.

“If they’re selling maize at high-
er prices, they have only themselves
to blame,” Wixley said.

The source said that world

maize prices were “artificially
high,” and that any benefit from a
fower world maize price might be
eroded for local buyers if the rand
continued o depreciate as it was
expected to do,

He said local buyers were taking
a wait-and-see attitude regarding
the maize price in the hope it would
fall before the pressure for them to
buy became too great.

“That is a gamble in my opinion
because the price might not come
down. There is a lot of demand,
especially from the east,” the source
said.

Traders said this week that

world maize stocks as a percentage
of consumption were at their lowest
levels in 25 years.

They said that there was par-
ticularly heavy demand for South
African maize from Japanese,
Korean and other Southeast Asian
buyers.

Heiko Koster, a commaodities
trader at IMEX International, the
muain importer of maize for many of
the major South African millers,
said that many local buyers were
considering hedging on the local
market.

But “I do think it might be a lit-
tle late to start now”, he said.

e Ty



-

‘ Board approves
-plans for maize
IOYMAICE -

, aize Board said yesterday
it had accepted all the recommen-
dationg of the Maize Advisory
Committee regarding marketing
. arrangements made for maize in
| the 1996/97 (May-April) season,
Recommendations  included
| limits on the export of maize, the
! introduction of rolling consecutive
| export pools, a delivery price of
| R510 a ton for the first pool, pro-
. ducer-payment of levies, and a R20
' aton producerstabilisation levy.
The board said exporters had
until May 15 to submit applica-
tions for export permits for maize
and maijze products in the period
to December 31. The 1996/97 sea-
son would mark the debut of SA
Eritvélteﬂ;raders in the export mar-
@
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Export prices pset maize fammfgs&

(BDmARE
Johannésburg — South Africa's
National Maize Producers’
Orpanisation (Nampo)  said
yesterday the export price set by
the Maize Board was “ultra-con-
servative” and encouraged pxo-
ducers to take advantage of surg-
ing.world prices.

“The board’s: target. price of
R565 a ton is conservative and
world prices have risen further in
the past couple of weeks,” said
Japie Grobler, the - chairman of
Nampo. ‘

On Monday the board passed a
delivery price for the first export
pool in the 1996/97 marketing sea-

sqn‘of R510 a ton; with a final tar-

get price of R565, as recommended

) cr(er) 1S

by the Maize Advisory Committee.
Though world prices were at

record levels, Grobler warned pro-

ducers against speculating as

prices would fall once the United

States began harvesting its maize

Crop.

Crops

Grobler said producers should |

have contracted 30 to 50 percent of
their crop to the export market or
to traders at reasonable prices.
The 1996/97 season marks the
debut of South African private
traders in the export market. Unéil
now, the board has acted as the
sole exporter of maize. — Reuter
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Paying board a levy and a bond adds about R130 a ton and ‘rules out the small %&a“.

Maizeé' expport m

By Nicole Mordant

Johannesburg — South Africa’s maize

export market, which opened its doors
to private traders for the first time this
season, has run into teethihg problems.

Traders complain about bureaucrat-
ic bunglings and hefty fees.

They said yesterday they had had
only two days to complete their appli-
cations for export permits from the
maize board, resulting in many missing
the May 15 deadline. .

“It was a real rush to get our appli-
cation in on time. We got all the infor-
mation on Monday (last week) and it
had to be in on Wednesday,” said a
grain déaler at a large international

commodity trading house.
“We and others did try to get the
maize board to extend the deadline and
+ relax the requirements. It was a hectic
\ week as the rules of the game kept on
changing,” he said.

Industry players speculated that
applications had been made to export a
total of 740 000 tons of maize in the peri-
od between June and the end of August.

They said the total would have been
higher, reflecting strong world demand
for South African maize this season, if
there had been no problems associated
with submitting applications.

The maize board had set a limit of
1,8 million tons for phivate exparts this
season.

arket hits teething
e bt s STCEL) 2

said it would give results of export
applications at a later stage.

The 1996-97 season, which started at
the beginning of this month and runs to
next April, marked the debut of private
traders in the export market. It was pre-
viously a single-channel market con-
trolled by the board.

Another thorn in exporters’ flesh
was the payment of levies to the board
at last season’s rate, which was more
than double the levy proposed for this
seasor,

The new levy, usually in place by
the beginning of the season, was still
awaiting approval from Derek
Hanekom, the new agriculture minister.

i|slab Gmer

The board last month proposed a
levy of R29,21 a ton including VAT for
the 1996-97 season, compared with last
season'’s charge of R63,23.

“Our biggest complaint is having to
pay levies ahead of the harvest and at
last year’s rates. It is the minister’s
fault,” said the chief trader at another
comumnodity trading business.

The agricultural ministry was not
available for comment.

All export applications had to be
accompanied by levies, used to smooth
over price fluctuations in the maize
export market and to finance adminis-
tration and research costs.

. In addition to the levy, exporters
were required to put up a performance

T d

problems

1Y
B

Are
nd of R65 a ton as insurance that
maize would be exported.

“Paying the levy and the bond slaps
about R130 on for every ton of maize
exported. It basically rules out the small
guys,” the trader said, "]

He said a number of industry play-2
ers had been lobbying for the maize
board to pay interest on the bond -
monies.

“So far we have only had negative
responses,” he said.

South Africa was expected 5#&
harvest a maize crop of 9,5 million toris
this year, more than double last season’s
4 4 million, of which 2,2 million to
2,5 million tons should be available for
export. — Reuter
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lop Toastmaster’s fine art | Bumpermaize | §
WORLD-RENOWNED orator Dr Ian Crop.c X[ ected o
Edwards is the next speaker at the S R Y Y Rule-
Seeff Executive Breakfast Club, which PRETORIA: South Africa expects to et
meets on Tuesday, May 27. harvest 9 524 000 tons of maize this c';';.

Cape Town-born, Edwards is pres- e season, well above double that of last | J£8
ident of Toastmasters International, DR DA A year’s 4 405 949 tons, according to the | JEv
an organisation that fosters public : ' national crop estimates committee. Cap‘;
spe;kinf1 asa f}ne arlt b ; ﬂ' : The committee’s third estimate of lT N tg

ut he is also a leading business- this year's crop released yesterday was | T
man in the United States, and serves IN ASSOCIATION WITH THE 5 250 000 togs for whi¥e maizg and | ;, ﬁ
as wheat research director for Pioneer 4274 000 tons for yellow maize. EFQ
International, the world’s largest pro- CAPE TIM]B Harvest estimates of the other | UMB
ducer of agricultural seed. At present major crops are : Sunflower seed — | 5¢ f’
he heads a research project covering ~ 7am for 7.30am, may be made | 670000 tons, sorghum — 480 000 | cpy
14 countries. through Zulfa on 222 444, at R60 a | tons, groundnut — 135 000 tons, soya %P}

Bookings for the breakfast, tobe  head, with a 10% discount for groups  beans — 68 000 tons and dried beans ¢
held on May 27 at The Peninsula,  of 10 or more. — 64000 tons. — Saia Ravi
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The South African Democratic Teachers’ Union strongly opposes the position of the
‘concerned teachers’ and the Western Cape Parents, and Students Forum. t
Contrary to their views, SADTU'S position is that rationalisation is not
retrenchment! Rationalisation in education to SADTU means full integration and
equity. These two concepts are fundamental ton the process of transformation.
Rationalisation seeks to redress historical imbalances in the country nationally
Redeployment is not retrenchment! A severance package has been offered to allow
teachers who want to opt put of the system to do so voluntarily. Those who want to
stay in the profession however will not be retrenched - they will be redeployed.
Institutions that have an excess of teachers will release teachers to areas of greater
need.

Teachers’ preferences will be taken into account and redeployment cannot happen
in an unreasonable manner. Teachers’ have recourse to dispute procedures.

The ‘concerned teachers’ are calling for no rationalisation without adequately
acquainting themselves, parents and students with all the facts surrounding the
fundamental transformation to an equitable redistribution of resources within
education. Their argument for a moratorium is nothing more than a call for the
maintenance of the status quo (i.e. maintaining apartheid’s gross inequalities)

5 fo offer]

wntains in Cape own,
acter and charm of 0
5

CAPE L1816/E

Many teachers have genuine fears about their job security.
SADTU has defended you in the past and we will continue to
defend you in the future. SADTU says NO to teachers’
refrenchments and racism. SADTU says YES to redeployment,
redistribution and retraining

ADMAHKERS
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;E%ORIA Soutfl Africa expects to
harvest 9 524 000 tons of malze this
season, well above double that of last
year’s 4 405 949 tons, accordmg to the
national crop estlmates commlttee -
The commlttee s third éstimate. of \
this year's erop, released yesterday, )
put the amount of white maize' at |
9 250 000.tons, yellow, i imaize: kat,
4 274 000 tons: Dstlmates of other” sum—.‘:
xmer-ramfall crops are-also, up on,
year's. ylelds They arq;; 5
- @ Sunflower seed 2870000 tons |
: (450 000.t6ns last year). . g
) Sorghum 480 000 tons (241 300
tons last year), ‘
0 Groundnuts 135 000 tons (more

' than double that of last year)y; Sapa
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Rains threaten maize e
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MAARKETS CCRRESPONDENT

Johannesburg — The recent rains
have threatened maize produc-
ers’ export opportunities, Safex
officials said vesterday.

The maize-drying process
would take longer, pushing local
harvests closer to the September
early harvest in the United States,
when world prices were expect-
ed to drop by more than R100 a
ton, said John Wixley, the head of
the agricultural markets division.

Of the 1,9 million tons the
Maize Board will ailow to be
exported privately this year, less
than 1 million tons would make
it out of the county by September,
figures from the board showed.

Export permits issued for
June to August totalled about

tons a
month, he said.

World maize prices were at
historic highs at about $200 a ton,
because of recent drought in the
US and high demand world-
wide.

South African vellow maize,
which is ot a higher quality than
US yellow maize, would sell at a
premium price of about $215 a
ton, Wixley said.

Rain had slowed the drying
process, because most local
farmers sun-dried their maize,

“There should have been far
more early delivery in South
Africa in Mav. There's very little
available at the moment.”

Wixley said most South
African maize would probably
be harvested in the middle of
next month or early July. But it

ort gpportuni 'ei

organise and transport the maize
to Durban harbour tor export, he
said. Exports usually started in
June, but this year they were
likely to start in july.

“But corn futures in Chicago
are discounting a difference of
R115 a ton between the July vel-
low maize price and ‘the
September price. For Julv to
December 1t's R200 a ton lower,
The white maize price could
drop even more sharply,” he
said. There 15 less demand for
white maize.

White maize is only used for
human consumption ‘in Africa,
he said. Tt is mostly used for
starches, pasta and confections in
other countries. The bulk of
South Africa’s surplus crop this
year is white.
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JOHANNESBURG - The Maize
Board said it had sold around
400 000 tonnes of its bumper
majze erop to Irah underlin-
ing'the close ties bétween the
two countrles :

Board General Maua T Leon
du Piessis said the gram would
be shipped: from July opwards,
adding that Iran had- axi option
to buy more at a later;z late.

Ak governmentf g gc))r_ rnment
deal ‘covering ti (ﬂ Ql\g of the
yeliow maize; whrthiwould be

<A s
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used for ammal fee was
signed in London last week
chairman Jan Schabort said.
South Africa’s maize industry,
recovering from drought last
year, has found the world flock-
ing to its door this season.
World supplies of maize are
extremely tight, sending prices
to their highest levels in two
decades. As a result, buyers

- have been queuing to secure a

slice of South Africa’s bumper

-¢r¥op, expected to reach

)

efnl with Iran

9,524 million tonnes - more than
double last year’s level of
4,405 million .

The Maize Board has esti-
mated exports will total
between 2,2 million and 2,5 mil-
lion tonnes this season (May-
April).

The Iranian deal is the first
big sale of the season and
reflects South Africa’s readi-
ness to build trade ties with
Iran, in spite of the United
States’ disapproval. - Reuter.
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THE Maize Board said on Friday it SA Futures Exchange. gTC@i ill bﬁed for ammal feed was

had signed a deal with Iran for the
supply of about 400 000 tons of yellow
maize.

General manager Leon du Plegsis
says the grain will be shipped from
July onwards. Iran has an option to
buy more at a later date. He will not
disclose the price, but says it will be
based on a premium on Chicago
Board of Trade prices.

The deal has been criticised be-
cause it will almost wipe out the
country's product surplus, scotching
private traders’ export prospects.

“The Maize Board has estimated
that we should have a surplus of
824 000 tons! lpf yellow maize,” says
John Wixley, general manager of the
agrlculturai markets division of the

“About 354 000 fons has already
gone to private trade. That means
almost the entire surplus is gone.”

The Maize Board earlier this
month awarded export permits al-
lowing private iraders to export
738000 tons of white and yellow
maize until the end of August.

This season (May to April) marks
the debut of private traders in the SA
export market.

“If we export too much and go into
a shortage, we will have to import,”
Mr Wixley says, adding that import
parity prices could be as high as
R1 000 a ton.

Chairman Jan Schabort says a
government-to-government  deal
covering the sale of maize, which

signed in London last week.

Maize Board officials have denied
rumours in the maize futures market
that South Africa has alse signed a
deal with Iraq.

South Afrtca is expecting a
bumper maize crop of 95-million
tons, more than double last season’s
crop of 4,4-million tons.

The board has estimated that SA
exports will total about 2,5-million
tons, Mr Schabort says the Board is
negotiating with a number of coun-
tries for further maize exports. He
adds that maize was sold to Iran last

ear.

The latest deal is not confined to
any fixed export timetable. “We can
export as we want.” — Reuter.
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traders gaid yesterday,

Yy white maijze contracts logt
more than 5,5% of their value last week
to R680 from R720 the Previous weel,
figures from the SA Futures Exchange

ex)show.

But similar-dated yellow maize con-
tracts have slipped by a smaller mar-
gin, losing only 1% to R740, Propped up

Y Overseag buyers’ heavy demang,

“Harvesting is on the go and crops
are drying ont, Although theye has
been an absence of frost in some areas,

ings are seftling into a routine now,”
aFirst Nationa] Bank trader said.

idespread rajng and flooding in
50me .areas had delayed by up to a

!

month the harvesting of the maize
Crop, whig:h| usually beging in May,

n

10% of the Crop In our region,” gaid g
spokesman for regional eo-operative
OTK. “Only farmerg with driers have
begun as the maize is still wet.”

Traders said the fact that deliveries
to co-operatives’ gilog had started had
put pressure on futures,

“Co-ops were nervous they would
not get their maize, But as the silos and
export pools are filled up, the pressure
comes off,” a Cape-baged trader said.

The Maize Board has estimated SA

have 5 surplus of 824 00Q tons of
yellow maize this season. — Reuter

T S S e ]




From Reuter

Johannesburg — Five private
traders have been awarded permits
to export 392630 tons of maize
between Julv 1 and September 30,
the South Atrican Maize Board said
vesterday.

A spokesman said that the per-
nuts aliowed craders to export

(#R)
108 125 tons of white Matze and
284 525 tons of vellow maize.

The board said last month that it
had approved private export per-
mits covering 738 500 tons of maize
shipments tor the period June 15 to
August 31,

Meanwhile, Mexico expressed
interest in buving white maize trom
south Atrica this season, but a deal

[6/9¢6
had n:(t vet been of
said vesterdav.

A board spokesman said that a
delegation had visited Mexico to
determuine whether South Atrican
maize could be competitive in the
Central American market,

He said that the Mexican
authorines were interested in South
Atrican maize because drought in

, the board

Thousands of tons of maize to be exported privately

2 )MBIZE

Mexico had lowered crop vields,

World maize supplics are at
record lows at present, ahead of the
United States harvest which starts
in September South Atrica expects
a bumper maize crop of 9524 mil-
lion tons The board expects to
export between 2,2 mllion and
25 milhon tons of hoth white and
vellow maize,

. gt A
e el G



‘S.Q\NETMaTuasday;Jvlmé—?z?fm

Maize prices to

boost earnings

By Gerry Reilly/

NEAR record international maize
prices, driven by a worldwide “enor-
mous” grain shortage, will mean for-
eign exchange earnings for South
Africa’s exports of more than R1 600

million, according to grain market-

authorities.
That's the good news. But the bad
news is that millions of low-income

families will have to pay more for their )

staple diet,

Since January this year, the price of
mealie meal has increased by about 10
percent to R9.95 for a kilogram, and
according to a leading chain store, the
consumer price is expected to increase
by another 15 percent during the
course of this year,

The current crop of just over 10
million tons will leave a surplus for
export of more than 2 million tons.

Global grain shortage

Among the reasons for high interna-
tional market prices according to
Premier Milling’s sales director,
Alistair Wheatley, are the global grain
shortage, the crippled”rand and the

expectation that the United States crop
will be far below normal.

US farmers produce 80 percent of
world grain under normal circum-
stances, -

Wheatley says the current price of
maize, according to the Chicago Board
of Trade’s figures, is around RO00 2 ton.

“We ate now part of the global vii-
lage and functioning in a free market,
and local prices are directly influenced
by international prices.

“We 1o longer have a protected mar-
ket environment in which the
Government fixes grain prices®Farmers
10 longer rest on their laurels,” he says,

The average miller’s selling price to
the trade in 1994 amounted to R1 123
aton. In 1995 it rose to R1 300 and this
Yyear to R1 530 a ton.

The price is likely to hover around
this level for the rest of the year and “it
will decidedly not go back to R1 300

Maize Board's general manager
Leon du Plessis says a poor US crop
can mean an international grain dis-

aster which will send prices through ’

the roof,
The US crop is harvested in late
October/November,

*
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Maize marketing changes

to be announced today
2D 4. 4(4@: b thgi;z)mm

Louise Cook while permits for the expo of 1,1- efe pressured into
million tons had been granted, Ex- in the firat place”.

THE maize advisory committee port agents were entitled to per- This was the first year that

would announce details of further mits for a further 700 000 tons, maizewase orted by agents oth-

changes in maize marketing today  which could result in a shortfallon erthan the Maize Board.

following the overselling of the local market. Grain Shippers’ Reuter reports that Safex’s

100 000 tons of yellow maize after Agsociation chairman Boris Kap- agricultural markets division said |

high world prices saw farmers lan warned thatif SA over-export- that if Eovemment stocks were
flood the Maize Boards export ed, imported maize could cost offlcade domesztically, the maize
pool. This resulted in a possible —more thanR1 000 aton. price would be ca: ped, resulting
ghortage in the domestic market. Farmers were unrepentant, in heavy financial losses for those
The SA Futures Exchange gaying they had beenbulldozedin- who had bought maize at higher
(Safex) threatened yesterday to toafree market and were entitled  prices early in the seagon.
take legal action against govern- to maximise profits through “he financial losses that
ment and the Maize Board if the exports. would be suffered by these ‘early’
hoard offloaded excess govern- National Maize Producers’ Or- buyers, as a result of the change,
ment stocks on the home market. ganisation GM Giel van Zyl said could run.into millions of rands.”
The advisory committee held a many farmers had supslies ofyel- Safex said: “In just the Safex
special meeting in Pretoria on lowmaizeavailable an wouldsell maize futures market there are
Tuesday, but declined to disclose on the local market if buyers “paid  open ositions of 71 100 tons to
details of proposed changes. How- therightprice’. e value of about R60m.”
ever, it was believed the Maize Attracted by world }lalrices of Safex said the board, under
Board’s export pool would be $190/ton to $200/ton, they had pressure from producers, had set
reviewed. flocked to the Maize Boards ex- the floor ;ﬁice payable to produe-
The problem arose when thein- port pool. Sources said the board’s  ersat toohi
dustry discovered that SA could first and second pool had reached too much maize being delivered to
face a maize shortage and end up the capacity of 1-million tons. The the pools and so creating a short-
paying more than R1000/ton for third pool, to become operative in age in the domestic market.
imports, despite the bumper cxop October, had been asked to take “The solution to this problem is
of 9,5-million tons this season. up 40% of its 500 000-ton limit. not to allow the board to become &
About 6,5-million tons were Farmers insisted the scheme domestic player by reselling gov-
needed for the domestic market remained unchanfed at least for ernment stocks but to prevent the
and for some carryover stock. this season. Van Zyl said farmers stocks from being accumulated in
The board was holding 1,2- were operating strictly within the the first place by removing the
million tons in its export pool, rules of a free-market system floor price,” Safex said.
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Maize marketing changes

to be announced Eoday
¥

Louise Cook

THE maize advisory committee
would announce details of further
changes in maize marketing today
following the overselling of
100 000 tons of yellow maize after
high world prices saw farmers
flood the Maize Board’s export
pool. This resulted in a possible
shortage in the domestic market,

The SA Futures Exchange
(Safex) threatened yesterday to
take legal action against govern-
ment and the Maize Board if the
board offloaded excess govern-
ment stocks on the home market.

The advisory committee held a
gpecial meeting in Pretoria on
Tuesday, but declined to disclose
details of proposed changes. How-
ever, it was believed the Maize
Board’s export pool would be
reviewed,

The problem arose when the in-
dustry discovered that SA could
face & maize shortage and end up
paying more than R1 000/ton for
imports, despite the bumper crop
of 9,5-million tons this season.

About 6,5-million tons were
néeded for the domestic market
and for some carryover stock.

The board was holding 1,2-
million tons in its export pool,

ok AR

while permits for the expo of 1,1-
mi]lion tons had been granted. Ex-
port agents were entitled to per-
mits for a further 700 000 tons,
which could result in & shorifall on
the local market. Grain Shippers’
Asgociation chairman Boris Kap-
lan warned that if SA over-export-
ed, imported maize could cost
more than R1 000 a ton.

Farmers were unrepentant,
saying they had been bulldozed in-
to a free market and were entitled
to maximise profits through
exports.

National Maize Producers’ Or-
ganisation GM Giel van Zyl said
many farmers had sup ghes of yel-
low maize available and would sell
on the local market if buyers “paid
theright price”.

Attracted by world prices of
$190fton to $200/ton they had
flocked to the Maize Board's ex-
port pool. Sources said the board’s
first and second pool had reached
the capacity of 1-million tons. The
third pool, to become operative in
October, had been asked to take
up 40% of its 500 000-ton limit.

Farmers insisted the scheme
remained unchanged at least for
this season. Van Zyl said farmers
were operating strictly within the
rules of a free-market system

| &

“which they were press :'1 into
in the first place”.

This was the first year that
maize was exported by agents oth-
erthan the Maize Board.

Reuter reports that Safex’s
agricultural markets division said
that if government stocks were
offloaded domestically, the maize
price would be cayped resulting
in heavy financial losses for those
who had bought maize at higher
prices early in the season.

“The financial losses that
would be suffered by these ‘early’
buyers, as a result of the change,
could run.into milliong of rands.”
Safex said: “In just the Safex
maize futures market there are
ggen ositions of 71 100 tons to
e value of about R50m.”

Safex said the board, under
pressure from producers, had set
the floor price payable to produec-
ers at too high a level, resulting in
too much maize being delivered to
the pools and so creating a short-
age inthe domestic market.

“The solution to this problem is
not to allow the board to become a
domestic player by reselling gov-
ernment stocks but to prevent the
stocks from being accumulated in
the first place by removing the
floor price,” Safex said.
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PRETORIA — The SA Fatures Ex-
change (Safex) agricultural marketing
division was stripped of its observer
status — granted by Agriculture Min-
ister Derek Hanekom — allowing it ac-

¢ess to a crucial maize industry meet- -

Ing at the weekend.

The maize advisory committee
meeting, called after fears that higher
export prices would lead to a domestic
shortage, decided to recommend to
Hanekom and the Maize Board that
excess export maize should be offered
back into the local market. It alzo de-
cided to suspend the issuing of export
permits to private agents for the
1996/97 season, pending the proposed
amendments,

Safex 1ast week threatened legal ac-
tion over the amendments, which it
claimed; would cap the maize price,
forcinglosges on many maize buyers.

Paul. “Vecchiatto reports.’ that
Safex agriciiltural markets division
GM Johit Wixley said on Friday that

o) ,

R ool R

_‘ Exchange |
barred from maize talks

the boardg?) MAiIZe

“no business meddling in
the domestic price of maize and their
retroactive decision to change the rules
inmid-seasoft ismot'én”, - B

Commitiee chairman Peet Wessels,
who slapped the last-minute ban on
Safex, said the exchange was small and
could not show that its presence at the
meeting was essential. “So far they
have dealt only with 70 000 tons of
maize, against a total crop of 10,5-
million tons ... the decision was sup-
ported by the rest of the members of
the techunical working group.”

Working group vice-chairman and
Maize Board CEQO Leon du Plessis said
Safex was thrown out because of “pre-

" mature statements. They overreacted

to progosals before final decisions were
made,

Apart from suspendingexport per-
mits, the had board decided against op-
erating further export pools, into
which producers sold maize at a fixed
price. It would take at least six weeks
to legalise the changes. Hanekom was
not available for comment.




By Nancy Myburgh

Johannesburg — Officials of the
South African Futures Exchange
(Safex}) were denied access to
Friday's Maize Board advisory
commitiee meeting though the
minister of agriculture recommend-
ed in writing they be permitted to
attend, said John Wixley, the head
\of agricultural marketing at Safex.

 MARKETS. CORESPOINDENT . -

Cg_) e

Safex strongly “opposed  the
Maize Board’s intention, to sell
maize on the domestic market for
less than the price approved last
year by the minister, which was the
import price plus R20a ton,

Wixley said the sale would
harm the futures market by benefit-
ing those who had not earlier
hedged against rising prices.

He said it would also limit price
movements in the agricultural mar-

e b

SafeX barred from H%lz.g ‘9& Fe ?eetmg

ket and create uncertainty about

- pricing mechanisms. “Some of our

members have told us they can't
operate in a market where the rules
are changed from day to day.”

Peet Wessels, the chairman of
the maize advisory committee, and
other committee members were
umavailable for comment.

Under the law, committee meet-
ings may be closéd, but closed ses-
sions conflict with transparency.
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By Nancy Myburgh
MARKETS CORRESPONDENT

Johannesburg — The first step in
halting the private export of maize
for this season went ahead on
Friday with a proposal by the tech-
nical group of the Maize Advisory
committee to limit private exports.

Peet Wessels, the chairman of
the Maize Advisory committee,
which advises the Maize Board on
marketing policy,-said it was.still
too early to tell whether the deci-
sion to limit exports, as well as fo

. sell maize from the Maize Board's

expott pool already earmarked for
overseas markets to domestic buy-
ers, wotld be taken.

SUEF R
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Traders and analysts crticised
the proposal, saying it would con-
found the operation of the maize
market, “The so-called marketing
tools (the Maize Board) is using
dates from the Stone Age”
G Morkel-Brink, tha head of deriva-
tives at SMK Securities, said yester-
day. “Isn't the government allowed
to make changes to regulations if
they (the regulations) arer't going to
work?”

“ »The technical group’s measures
would now go to the wider com-
mittee, then to the board, and then
to the minister of agriculture,
Wessels said. Despite a bumper
crop of 10 miltion tons of maize this
season, more than double last sea-

s e ST ety TRAH U AT itrjjpjwmpmm’“‘ﬁ i
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id to curb private maize exports
(496 2E

son's crop, Tecord shortages in the
United States this season have
heightened international demand
for South African maize.

As proposed, the new price for
maize sold on the domestic market

by the Board would change from |,

thesimport price plus R20 a ton, as
set last year for this season, to $160
a ton or the Gulf price for
November shipment, whichever
washigher. “But I can’t see the mar-
ket holding up to those levels,” said
Morkel-Brink. He said prices were
likely to come down later in the sea-
son, as the US crop reached world
markets. Traders said that level
would be perceived as a floor price
and was unrealistic.
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THE,, policy instruments being
used by government to intervene
in thé domestic maize market
were ‘doing more harm than good,
and the return of the Maize Board
to the domestic market had set a
dangerous precedent, the SA Fu-
tures Exchange said yesterday.

Safex agricultural markets
division GM John Wixley said a
price ceiling on the domestic mar-
ket — as originally proposed by
the maize advisory committee last
week — would have had an “ex-
tremely negative effect” on the
continued operation of the maize
futures market,

The exchange was pleased that
the proposal had been revised, as-
guming. that any sales by the
bodrd on the domestic market

Davg Marrs
L -4

% ) MARIZE

would be d on a competi-
tive auction basis, and subject to
the stated reserve price of $160/t
or the Gulf price, whichever was
higher, However, the risk re-
mained that the reserve price
wouldbeseenasa new “flgor”.

“It is often the perteption of an
intervention, rather than the in-
tervention itself, that counts. This
is what makes statutory purchas-
es and sales so dangerous.”

As the final price which produe-
ers would receive by delivering to
the board’s export pools had not
been announced, the 'peérceived
floor price appeared to' haye been
allowed to rise to unrealistic lev-
els. “Direct subsidies are's far su-
perior policy instrument fo statu-
tory purchases and sales as they
cannot adversely affect the oper-
ation of the market,” he said.




Adyisory-committee to

decide exporters fiifiire
it g jololgb Ghoe

THE Maize Advisory Co e’s decision ‘on new
marketing arrangements, " postponed to ‘Friday,
would.'determine the future of private maize ex-
porters as well as the maize futures market, traders
saidyesterday. . .

* The committee, which advises the Maize Board on
policy, proposed last week that maize in its export
pool be inade available to the domestic market on a
tender;bagis at a reserve price before exports were
considéred. 7 - ¢

+* No fiirther-export pérmits for maize would be is-
sued to the private trade to prevent a domestic short-
age that the members of the committee feared would

force millers and animal feed producers to import
maize §t'a premium, :

= Theé:proposals weré due to be ratified by the com-
mittee;today, but.sources said a flurry of objections
had forced a postponement, "

"' Private maize exporters, who were allowed to op-
erate for, the first time this season after decaddes of
Maize Board control, said halting the issue of permits
would ¢ost them millions of rands, e

Many had sold forward, and would béfiinableito
honour their contracts if they could not, ohtain export
permits.’Others said they were not surpriséd ‘at the
ohjéctions, as-some of the “big Boys” in the domestic
market had failed to take forward positions and were |

AN

détermitied to avoid paying the high maize prices.
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“with: the weahi atmiers natirally
e Waft some kind oF; protection from:. > Wang sfpp pnvate exporters from
".|: thakunpredictable factor. " ‘sellmg ‘mbre faize overséas.-Safex
¢ They usually get-that from gov- :
: [herniments, whicti: manipulate prices
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'Bid for free“malze

market
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By Nancy Myburgh
MARKETS CORRESPONDENT

Johannesburg — The South African
Futures Exchange wants an
agricultural market that is totally
free from all government interven-
tion, Safex officials said yesterday.

But maize farmers rely on state
protection and many want to keep it
that way. No one will take Safex’s
call seriously, John Wixley, the head
of Safex’s agricultural markets divi-
sion, said yesterday.

“The free marketeers who call for
atotally free market get nowhere” as
governments all over the world
intervene, he said,

WieThis s too: bad\fog Safesé 45 afi

:

“agridultural futures ‘mharket . WOrks
1ibes{* when' there

s B 'a;kehngr
‘ nment mea- ¢
sures at all to profect ‘farmers from’
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schemegf last year spemﬁed a for-
mula for the domestic maize price
level. The law already allowed the
government-owned Maize' Board to
buy and sell maize itself. *

When the good news came early
this season that South Africa’s maize
crop would be about 10 million tons,
more than double last year's, the
board decided an how much private
exporters could export and how
much it would export itself.

But then one of the worst
droughts in history hit “the United
States. World demand for South
African maize soared, and so did -
prices. Prices went from about R550
_a ton two months ago to the R700
 tinge*novy Wikley says.But now '
local buyers, fearing alocal shortage

~wants theizbpard -to change the

scheme, board, officials sy,

.

"fThey want the boaid to sell some
of

Lo

As, agrncult_uralipnces change'

wants them fg getit on]y by: sellmg
their produc‘e: fot;wagd” on ; the..
s:

Y e deliver; themg
buyer at some time in.th e future-
for a price they agree upon S
advance.

That way, Safex says, there areno
“artificial” changes in-prices cneated.,v
by the governument.’ Naturél 'pricé’
swings may be ‘tough; but at least
they are caused: by supply and
demand, or by how much con-
sumers really can-afford and what
farmers really can deliver,

Government-imposed prices are
infinitely worse, Safex says, because
they have nothingto do with what's
actually happening on farms.

The latest furore over proposed
changes to 'the fnaize marketing
scheme is a' case in point. The

Of s oW maize: earmarked for

export o, the Tocal market at a rew
set pnce, about R700 aton. They also

opposes the move. i
The I_ncal shortage 1Sr ' ‘él‘y

eral 1 manager of' Mais
ard. “It's speculahon at *ﬂus sage”
*Th ¢ ciange ‘may also, not hap:
en:One of the advisory groups thiat*
divises, the:advxsory, group to the’
Maize Board.-recommendéd the”
change last Friday. But the Maize

Advisory Conimittee failed to agree

yand-will meet again this Friday.

* © Wixléy says Safex will try to get
into the closed meeting again, after
being denied access last Friday, to
propose its second option: getfing
the board out of the export business
altogether; - letting the private
exporters carry on; and having the
board subsidise consuthers and pro-
ducers “directly from the board’s

“stabilisation fund”, The fund comes
from its R25 a ton levy for every ton
of taize traded in South Africa —
about R200 million this year, he says.




LET THEM EAT cma-:é
When @;}1&{% 421!@ was officially
deregulated on May | last year, the
Maize Board was effectively left with
only the power to administer an export
pool for surplus maize: .

* iBut never underestimate the power of
producer lobbies to manipulate even a
semi-free system. Using the loophole left
by the board's control over the export
pool, these lobbies last week recom-
mended a US$160/t September “floor
price” for any maize sold from the export
poolinto the domestic market.

-Based on fears of a perceived domestic
shortage — artificially created, says one
trader, :by co-operatives deliberately
dumping maize into the export pool,
which removes stock from the domestic
market — the technical working group of
the Maize Advisory Committee also rec-
ommended that no more export permits
be granted to private traders,

- “Based on Tuesday’s October forward
Chicago maize prices and the current ex-
change rate, the $160/t selling price
would mean that domestic maize meal
consumers would effectively have to
subsidise maize producers (and co-oper-
atives) by a minimum of R150/t," says
Louis Dreyfus international grain mer-
chant spokesman Brant Randies. And
with Chicago prices expected to drop by
December, the effective price subsidy —
to be paid by consumers to producers —
could easily go as high as R200t,
Randles says that traders will fight the
recommendation, as well as the “unfair
suggestion to restrict export permits
from an originally envisaged 1,8 Mt to
1.2 Mt. Coupied with these producer
pressures — represented by huge maize
co-operatives, the Maize Board and the

FinanciaL MaiL - JuLy 12 - 1996

National Maize Producers’ Organisation
— the fledgling domestic free market is
being put under more pressure by the
ANC-aligned Land & Agricultural Policy
Centre, which is asking for more reatistic
domestic prices to protect the poor.

“This suggestion, supported by large
maize millers, is completely contrary to
the interests of those who have bought
forward at the beginning of the season —
and to the development of a free market
inSA," says Safex agricultural marketing
division director John Wixley,

He says: “The board's involvement in
the .domestic and export -markets
{should) be brought to an end {and) no
limitation should be placed on export
permits to private traders beyond that
originally agreed to.. The board’s floor
price system -in the existing scheme
should be replaced by direct deficiency
payments out of its stabilisation fund to
producers who can prove that they have
sold below the floor price of R490/t."

He adds that with half-baked market
reform obviously not working, it's now
time to go the whole hog and allow mar-
ket instruments, such. as futures con-
tracts, to provide the necessary price
hedging and “stabilisation” functions.

The combination of a bumper 10 Mt-

maize crop, soaring international prices
and effective lobbying by producer and
co-operative lobbies have therefore
shown that the free market is still anun-
dernourished infant, ‘fighting against
vested interests. | )
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Maize Board plan to sell
‘exports’ in SA slam

it ize STCer) i3] 6

o

[
PROPOSALS by the Maize Board wm DON ROBERTSON says the final price which produc- “Bxport traders, who are vital ¥
to sell maize destined for export ers will receive by delivering to to the development of the market,
back onto the domestic market at these pools cannof be announced will be adversely atfected by the
a minimum price of about R690 a once-off competitive mechanism, until completion of all exports. artificially high domestic price
ton has been condemned by the related to a reserve price. The “perceived” floor price pro- and the withdrawal of their export
agricultural markets division of This price is based on the US vided by the pools has therefore permmits,” he says.
the SA Futures Exchange. Gulf price or $160 a ton, whichever  effectively been raised to artifi- “Safex is of the opinion that the
Safex says that these proposals, is the highest. cially high levels. problem will never be solved in
in a supposedly deregulated mar- These proposals, however, drew The result has been excessive the current maize marketing sea-

ket, are unacceptable as they will  opposition from some membersof deliveries to the export pools by son until the Maize Board’s in-
have the effect of raising the the working group and a third producers gambling on the hope volvement in the domestic and ex-
Maize Board's floor price fromthe meeting was scheduled for last that they will receive more from port markets is eliminated.”

R490 & ton set in terms of the ex- Friday. Some members could not  the board than through domestic Safex suggests that the maize
isting maize marketing scheme. attend this meeting, and it has sales. And this has created fearsof marketing scheme be changed

Safex has called for the Maize been postponed to July 22. a shortage of maize on the local immediately and that once the
Board’s involvement in the do- With a bumper crop of about 10- market. Maize Board’s export pool has
mestic and export markets to be  million tons this season, the Maize In consequence, the technical been sold back into the domestic
terminated and asked that no Board agreed to issue export per- working group proposed last week market the board’s involvement in
price stipulations be imposed. mits for 1,3-million tons totraders  to suspend the operation of the ex-  the market be terminated.
In the past two weeks the tech- and producers. This was conduct- port pools and to offer the excess It also helieves that no limits
nical working group of the Maize ed on the basis of export pools of maize to the market subject to the should be placed on export per- LR
Advisory Committee has proposed 500 600 tons each. At the same reserve price. mits below the 18-million fons e : i s " b hw, £
several changes to the maize mar-  time, the Maize Board planned to Wixley says, however, that the previously agreed to. e 2 I == @.ﬁm»
keting scheme. These proposals sell additional tonnages from its new proposal carries the danger Exporters, who can prove they :
will eventually be submittedtothe own stocks. that a reserve price of at least sold maize at below the floor price
Minister of Agriculture. The export tonnages were ac- R690 a ton will be perceived as a of R490 for first and second pool

The first round of proposalshad cumulated in pools which, accord-  floor price by producers, most of stocks, should be compensated by
the effect of lmposing a ceilingon ing to delivery dates, allgw ex- whom expect the Board’s export the board’s stabilisation fund
the price. Theserecommendations porters to take advaniage of pools to be reopened later. which is expected to top R200-
were changed by the working changing world prices. The second “The new floor price will have million this season, says Wixley.
group on July 5 with the added pool was closed on June 28 and just as negative an influence on Safex had earlier threatened to
proposal that the Maize Board’s only about 200 000 tons have been the operation of the futures mar- take legal action against the

estimated 12-million tons of added to the third pool. . ket as the {previously) proposed Maize Board to prevent a ceiling e L de NE e 7 ) :
maize planned for export be sold John Wixley, general manager price ceiling to which Safex ob- being placed on maize prices in — O S iy i . TR R R
on the domestic market througha  of the Safex agricultural division, jected,” says Wixley. the domestic market. NOT AMUSED: John Wixley, general manager of Safex’s agricultural division, says the board should leave the market alone
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THE Maize Bo !gle’?tgr ay
halted issuing export per-
mits to private traders,
pending the outcome of a
meeting by the maize advi-
sory committee next week.

According to the maize
marketing scheme, which
had been passed by the
board earlier this year, per-
mits are awarded to private
traders on the 15th day of
every month.

The committee meeting
has been called to discuss
ways to prevent too much
maize being exported which
could lead to a shortage in
the domestic market. -

“We have put a halt to the
whole situation pending the
discussions by the maize ad-
visory committee on exports

versus domestic sales,”.

_board GM Leon du Plessis
said yesterday.

“We will receive permit
applications today but they
will be held over to next
week,”hesaid. ¢

The permits, which were
gupposed to be issued yes-
terday, would have covered
exllj)orts until the end of Oc-
tober this year.

The committee has al-
ready proposed export per-
mits to private traders be
guspended and maize, al-
ready delivered to the
board’s export dpoole;, be sold
back onto the domestic mar-
ket, The committee has also
recommerided the board not
open a fourth export pool. It
has already received maize
into three export pools.

“We will not open our
fourth pool and receive no
more deliveries to our third
pool, pending the meeting,”
DuPlessis said. —Reuter.
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Eight broadcasters
ing Authority has issued broad-
casting licences o eight com-
munity radio stations which it
believes provide services that

are important in maintaining
community cohesion.

Stations which received 1i-
cences are Radio Rippel, Radio
Soshanguve, Teks Stereo,
New Pan Hellenic Voice, ALX
M, Soweto Community Radio,
Radio TNT and UCT Radio.

REPORTS: Business Day Reporters, Sapa.

THE F&omaﬂ&mﬂe Broadcast- ‘
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WASHINGTON — SA's
structure needed “gerious review”,
Land and Agriculture Minister
Derek Hanekom said on Monday.

“We have one of the most com-
plex tariff structures in the
world,” Hanekom gaid after a
meeting with US Agriculture Sec-
retary Dan Glickman.

The two agriculture ministers
were meeting as part of the US-8A
binational commission and signed

a pact setting up the framework

Tariff stru Emwm Mw_.mm

was much more competitive. .
“That is one m..mu._.. of our policy
review which we're going through
at the moment, to simplify our tar-
iff regime in SA.” However he said
SA was well within the General
Agreement on Tariffs and Trade
and that its tariff levels were not
extraordinarily high on most of its
commodities. — Reuter.

‘Maize committee calls fog hi

Louise Ooor@—s_@ 2E

yesterday called on Agriculture

* Minister Derek Hanekom to ur-

gently change the maize market-

ing laws within 10 days, after talk

of possible marketing changes for

exports had W:Eman the industry
uncertainty.

The committee, an advisory

body to the Maize Board, had been

contemplating changes to the cur-
rent marketing scheme set up in

4 . dere
THE maize advisory cominittee -

May to guide the _.B%mwe. Ae iy
tion next year. CoE
e scheme had allowed ex-
ports through agents other than
the board for the first time, but ex-
orts had been capped at 1,8-mil-:
ion tons. ‘
The idea of changing the cur- .
rent scheme in mid-season result-
ed from industry fears of possible
domestic shortages resultin from
an oversupply to the boar ‘s ex-
port pools. The SA Futures Ex-
. change was also thrown out of in-

, w_www%oﬁm cap

~change objected to 8

the ex-
wested
cpuse

meetings when

changes, .saying ,it- canl
heavy 1osses for those who had
taken out maize futures contracts.

The committee said it now

 would recommend the cap on ex-

orts be raised to 3,3-million tons
mSE 2,55-million tons. This week
figures showed the crop could be
9 g57-million tons or 60 000 tons
more than expected.
Hanekom was not available for
comment and neither was Safex.

-| 1mpose

g T . ; i
t Gmaoﬂmmoa, Mboweni in talks
m@r agric a1~ committee. over green kL m—UW—‘
Hanekom said SA was trying to YT
develop an agriculture sector that | Ren&e Grawitz

THE wﬁvcmﬁoﬁ% %m.n_.mm. _E&p

quotas in employment and oceu-
pational equity legislation formed
the focus of discussion between
Labour Minister Tito Mboweni
and representatives of the Black
Management Forum ye sterday.

The meeting, initiated by the
ministry, was held after the BMF
indicated its concern about the
green paper’s “perceived failure to
rigid affirmative action
quotasand targets on employers”.

Mboweni said discussions with
the BMF revolved around how “we
can write into the legislation the
sssue of targets”, The green paper,
he said, argued for negotiable tar-
gets, and therefore there was no
disagreement on thisissue.

e BMF raised a number of
erucial factors which were missing
from the green paper.

It was agreed that the labour
department’s director of equal op-
portunities would co-ordinate a
more structured relationship be-
tween the parties.

T e




| Proposals

ug_gelcome
M
Lounse(:&:b Zg /_}{ qé

PRETORIA — Préposed
changes to maize mar-
keting could thwart the
market's fledgling dere-
gulation, the SA Futures
Exchange said.

The exchange said
yesterday recommenda-
tions drawn up by the
maize advisory commit-
tee earlier this week
could algo leave domestic
consumers paying up to
40% above maize export
prices. It demanded a
public hearing on the
proposals. ‘

The committee, an
advisory body to the
Maize Board, said some
of the maize originally
allocated- for export
should be sold back into
the domestic market to
avoid a feared local
shortfall. The marketing
scheme it proposes to
aménd was established
in-May, to'gnide the in-
dt;.stryto‘deregulaﬁibn.;

It-has asked. the'agri-

- culfure ‘mifister:to:.ap-.
prove'the changes to the-

-marketing! daws iwithin

- 10 days: It also. wants fo
‘avoid publichearings,
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Safex warns of maize

By Nancy J'V\.yburgg'&i)26 ]q

MARKETS CORRESPONDENT

Johannesburg, — Local consumers
could pay as much as 40 percent
more than international buyers for
locally produced maize if new pro-
posals made to the Maize Board by
the maize advisory committee are
approved, the South African
Futures Exchange said yesterday.
The maize advisory committee
urgently recommended on Tuesday
that the board sell some of the
maize it has already earmarked for
export to local buyers at a reserve

|9 @) maize

price of no less than R600 a ton.
From next January, that reserve
price would rise to at least R650 a
ton.

The® committee also recom-
mended that the limit on exports
this season be raised from 2,55 mil-
lion tons to 3,3 million tons.

Exports are shared between pri-
vate exporters and the board,
which opens export pools into
which farmers may deliver maize.

“The proposal is likely to result
in an artificial price level as sellets
refuse to sell outside the Maize
Board for less than the artificial

premium

reserve price,” the exchange said.
“The reserve price has been set at a
level that is likely to result in
domestic maize consumers paying
a premium of between 15 percent
and 40 percent over the price at
which South African maize is being
sold on the export market.”

World maize prices hit record
highs earlier this season because of
a drought in the US. But prices
were expected to fall later in the
season when the shortened US crop
reached world markets. The pro-
posal awaits approval from the
board and the agriculture minister.
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| Calls to change maize laws almost ’
certain ‘té) succeed, says g{ag :1.510
i 2 YMAIRE D 2
ey ) . i represen%ﬁon ifcompldints cﬂe 1n,

P k- = . e committee was made up of rep-
CALLSby the maize advisory commit-- resentatives of producers, millers, the
tee for: Agriculture Minister Derek maize board, governmen , CO-opera-
Hanekom to change marketing laws  tives and the Land and Agricultural
{ Without public hearings were “virtual- Policy Centre. However, it had come

Iy certain” to be passed, under fire from the SA Futures Ex-

Hanekom confirmed yesterday up- change, which criticised it for being un-
on his return from an official visit o  representative of all stakeholders. The
Washington that he had received a re. committee also changed rules as mar-
port from the committee. “I am virty- - Ireting season progressed, Safex said.
ally certain there would not be & prob- Thig week the committee proposed
lem. I have wanted to see maize mar-. the maize marketing scheme be
keting handled by industry itgelf and I changed to raise the export cap to 3,3-
am happy that the committee came up million tons and to allow for the hoard
with suggested solutions.” to sell maize earmarked for export to

Hanekom said he viewed the maize local buyers at a Fegervé “price of
advisory# committee — an advisory R600/t. Safex warned the move would
body t6 the maize board — a5 repre- result in consumers paying up to 40%
sentative' enough of the industry. He more for local maize than what it was

.said he would be prepared to review being exported for.

| C ] L
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By DON ROBERTSON..

T

the end of‘DeCerrilgér,; and’
" of R650 a ton for the rest of’
the season. v % ot
“If accepted, the latest
is'of: confls proposals will destroy the
‘has developed " domestic ‘market; for;‘the:
miestic’} maize - rest of the season‘as,it will
nd; Qﬁéquevent" efje’ctiﬂrely‘give the Maize
ving.to’pay a :,Board  full controlyof; the
et .. market again, after it-was .

por,

i maize ‘onito the domes- -
tnarket:to,counter pos- .

ket at 4 fiked ‘ot ‘Teserve
e, Earlier,” theMaize

Srd bl

but, this-was!defeated. .=
1. The:. lateg\t_;;:_!}_proposals

must (be- approyed by the
M_iﬁistgr o of Agriculture

3 y

| wittiin, 10 days 3§

€ ar ]
‘hiteconsidered:

| o i

mmiaize. Processors.

‘ Nbfc_idﬁ;sﬂ}Maii’@e‘-lji:oducers’
Orgatisation, but’ do not
take into account the views
of Safex, major financial
institutions, stockbrokers,
commodity traders, co-op-
eratives and consumers
who have, been trading
maize through Safex for

about six months:

~ technically deregulated.
. "{hres years ago. ., " i

 since nohody knows where
t. are unlikely to trade.out--
side the Maize Board for
© sepve price, Buyers, ‘on'the |
. other hand, who Have not:
. der for -maize .from the
. board:at a fraction: over’

* having to compete

|, hadzattenmipted o ,
b‘a“é’i“éﬁliﬁé&ﬁ,hﬁyﬁ}price, R

£ nof, the

e - market in maize trading,”

w

“The market~is, dedd’

to buy maize. The: propos-
als will mean that sellers

less than the artificial re-

yet purchased maize; could
decide to sit back:and ten-

the reserve price, \,?ithout
The reserve price has
been set at a level which is:
likely to résult in .con- '
gumers paying a premium,
of 15% to 40% or R100 toiy
R250 a ton more than the:
price at which maizé is be
ing sold on the .colntry’s
. export. markets. o
. “This, -will completely
destroy any hope of 2 free
gays Wixley."

)

_Safex says the maiz
E?lory committee i:e 331;
ol g{ representative and
dii;’if t the proposals will be
h icult to justify in terms

e new Marketing of Apri-
cuiﬂxgl Products Bill

rms of previous-
ommengationg, e:?lgmsi
rrg:;i% tmfto the domestie
rom the
pools were to be dm::{ ;;gr:
En{:e equivalent to the US
Wl}:_f price or at $160 a {on
. hiz;hever wis the highest,

s effectively put a floor
price of R600 a ton on saleg
into the local market unti
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| Hanekom to ~
| matkeéting;:
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MU

and ' Agriculture
Minister ' Derek Hane-~
. kom yesterdaycalled for
" an é’uxggnt meeting ‘with
'the “méize . industry.“fo}|
‘consider views and com

+ '|'‘ments on the maize mar- |

ketinggcheme, . .
.. The 'meeting, to be
cheld  tomorrow, would
follow . weeks of uncer-
-tainty ‘over miaize ex-’

| ports, domestic supplies
| and the operation of the:| -

Maize . Board’s. export |
pools. The uncertainty

"] saw 'traders shunning

maize futures contracts.

‘on’ offer on the SA Fu-

.tures Excharge agricul-
tural division. .
' At the weekend ana-
-lysts expressed doubts
about g{' ever having a

. | free maize market, say-

ing the: agricultural ex-
‘change may shut down.

*{ . - Yesterday Council:of |-

SA. Banks :(Cosab) GM

| Stuart ., Grobler joined [

the sceptics, saying the
industry was conecerned,
about conditions that

.- “képt changing to suit

certain parties”, -

. The banks held seats
on the' exchange, which
could shut down because’

| ofalackoftradein maize, |

futures.,” -* . - o

" He ‘declined 'to’ com-
ment on reports that the
Jbanks' -were : becoriing"
Jimpatient -with thejex-
‘pense of an under used
exchange . and rules, of
‘the ‘game that changed.
He | criticised govern-
ment intervention in the
market. The meeting to-
morrow was expected to
clarify Safex’s position,

. Safex GM John Wix-
ley said at the weekend
trade of physical deliver-
ies  had dropped - .to
16 000 fons in July from .
an average of 30 000
tons a’ month since the
maize futures inception
in February. Recerit
maize advisory commit-
tee proposals on exports
and domestic require-
ments would trap- the
price in' a narrow band,
effectively cutting out
the need to hedge. As a
result [ .the exchange’s
agricaltural division

faced possible closure.




HQR!CUL’;‘UQE’ — MAI2E

[997F

(9% —




Hanekom conditionall

Louise Cook % ’[@ I Cib

AGRICULTURE and Land Affairs
Minister Derek Hanekom last night
conditionally approved the amend-
ment of the maize marketing scheme
this year, sources said.

After a marathon meeting be-
tween the maize advisory committee
and the SA Futures Exchange — un-
der the auspices of the minister — a
source said Hanekom told the meet-
ing he would approve changes to the
scheme if the written submission
from the committee reflected agree-

ments made at the meeting.

These apparently boiled down to
placing a 3,3-million tons cap on ex-
ports, doing away with automatic
opening of export pools by the Maize
Board, going with a floor price of
R490/ton net to farmers and opening
& new export pool if the price to the
farmer threatened to drop below
R490/ton.

Yesterday’s special meeting was
also attended by the SA Futures Ex-
change agricultural markets divi-
sion, banned from previous meetings.

A furore broke out in the maize in-

approves changes

dustry whth SafeX GM John Wixley
accused the committee and the Maize
Board of interfering in the market.

He warned the exchange could close

after trade in maize futures contracts
came to a halt in July. “Effectively
this would mean the end of a free
market in agriculture.”

However, District Securities Bank
markets manager Tka van Niekerk
said Safex would have an easier run
nextyearin a free market,

The maize advisory committee
and Safex were not available for com-
ment after the meeting.
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MAIZE FURORE

Back from the brink .-gia

By Nancy Myburgh
MARKETS CORRESPONDENT

e South African Futures Exchange
(Safex) was pulled back from the brink
of disaster yesterday, when Derek

Hanekorn, the minister of agricufture, ended
the furore over government control over the
maize price this season.

Hanekom rejected proposals from the
maize advisory committee, the statutory body
that advises the government-owned Maize
Board, that would have effectively fixed the
maize price for the rest of this season “in a
very narrow band”, Safex said. They would
also have stopped private exports and given
the Maize Board back its former monopoly on
maize exporting, wh1ch it lost to deregulation
last year.

“Tfavour as liitle state intervention in agri-
cultural marketing as is practically possible,”
Hanekom said.

The first maize futures contract in more
than a month traded on Safex yesterday
morning, John Wixley, the head of the
exchange’s agricultural marketing division,
said. There had been absolutely no trade since
early last month, when the maize advisory
commitiee made its first proposals for the
added controls. There was talk on the markets
of the maize marketing division closing down,
before it was even a year old. Faced with this
prospect, Wixley continued to beat on the
closed doors of the maize advisory committee
meetings. Safex even got a written recommen-
dation from the minister to attend committee
meetings as an observer, but still the
committee closed its doors.

Hanekom called a meeting on Wednesday
to hear Safex out, along with several other
objectors to the proposal.

It was lucky for all futures markets that he
did. No futures market can work where there
are heavy price controls. To trade in futures
contracts, whether they are for commodities or

SAVED Buyers representatwe Tim Hedges
and Safex’s Jon Wixley with the first maize

futures contract

currencies or financial derivatives, the buyers
and sellers agree to trade the product at a
future time, but at a price they agree upon
now. Buyers who think prices are going to rise
will pay a premium to a potential seller, to get
that seller to agree on a lower price. Sellers
who think prices are going to fall will pay a
premium to “lock in” a higher price now.

But if prices are controlled, there is no
point in trying to lock in anything higher or
lower.

The converse is also true: if prices are going
to be changing futures markets offer a means
of protecting one’s investments.

Many people would not trade in places
where there is no futures or “forward” mar-
kets, the principles of which are effectively the
same. An example is the rand’s plunge from
the R4,30s to below R4,40 to the dollar three
weeks ago, on talk that the Reserve Bank was
pulling out of the forward rand market.
Foreigners dumped the currency because
many of them are not willing to hold it unless
they could protect themselves against its wild
swings.

PHOTO JOHN WOODRCOF

(3 )£LHMAIRE

But Hanekom’s stand against the pro-
posed controls was a powerful one against the
vested interests — those who benefit from
protectionism at the expense of the populace.
They came out in full force early this maize
season, when one of the worst droughts in
history hit the US. It crippled that country’s
maize crop and sent world maize prices
skyrocketing,

Suddenly, the celebrations over this year’s
bumper local maize crop, more than double
the size of last year's, degenerated info a bun
fight. Some of the main buyers of maize, such
as the big millers and food distributors, want-
ed to hold the local price down. Some of the
agricultural co-operatives, the farmers’
organisations who buy maize from farmers
and then store it for sale and delivery, wanted
to hold prices as high as possible. Since many
of them are represented on the committee, out
came the proposals to change last yeat’s maize
marketing scheme and get the Maize Board

back into firm control.

There are still some contrals in the maize
market, such as a floor price that the board will
guarantee to farmers, limits on how much
maize can be exported out of the country, and
how much of that can be exported by private
traders, instead of by the board. But they have
not been onerous enough to choke off futures
trade. Yesterday Flanekorn also raised the limit
on how much maize can be exported this year,
from 2,5 million tons to 3,3 million.

“Not only will (yesterday’s decision)
revive the maize market from its dormancy,
but it will also send a clear signal to the
domestic and international market that South
Africa is committed to the path of deregulated
agricultural markets,” Safex said.

Milton Friedman, the economist and Noble
prize winner, once said that politicians have
one year after coming to power to do all the
deregulation they can do. After that, the vest-
ed interests become too strong, Hanekom's
been in power since mid-May. Not a bad start.




THE ‘maize market was
set for a revival following

Agriculture - and - Land

Affairg Mlmster Derek
Hanekom’s . announce-'

ment, this week, sources

sa1d esterday
Hg.nekom approved

‘Ma1ze market set for revwal

&Iianekom

S deme;g

changes year‘s
maize - marketmg
scheme, following a
ma.rathon meeting of the
maize advisory commit-
tee and various mdustry
interested parties, in-
cluding the SA Futures
Exchange.

SAFutures Exchange '

agricultural . - markets

GM John Wlx]ey said the ,
-effect of the change

"+ | raising exports to a non-' ;
‘ restnctwecapcf33m11— .
lion ‘tons, . setting . a-
.| R490/ton net floor price
" [ to'producers and - oing .

away with automatic ex-

' port pools -—— would limit |
the role. of ‘the' Maize'|!
. | Board to buyer iof last |
. | .resort. “The alternative .
" |-action: decided on by the

minister is a cons1der-

able’ . improvement :on’
?prevmus recommenda-
‘tions,"hesaid. !

The National Malze
Producers Orgamsatlon

‘welcomed Hanekom 3

“speedy- response” and

His comrmtmentto afree\ .
\ma.rket |

: The Maize Board and |-
SA Millers’ Association'| |
.| were not ' available for |
’ comment ‘
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] WAIZEafutures tradmg on the SA Futures

Jithe final changes made to the maize mar-
jiketing scheme by Agriculture Mmlster
' -sDerek Hanekom this week,

Following protracted negotxatlons by
“the Maize Advisory Committee, Hanekom
. ruled that the Maize Board’s export pools

no longer belopened for sale on the do-
"imestic market and that the board’s role
’.fbe limitéd to buyer of last resort,
e He als’o Hfted the tonnage of maize that
ccan be: exported from 2 5-million {o 3,3-
"‘rmllhon\tons and reduced the floor price to
“R490 a ton. >

"l . Hanekom's intervention follows earlier

¥proposals by the advisory committee that
'the Maize Board be allpwed to sell maize

Exchingé is expected'to surge- followmg ,

L CB_DMHIZE ST ﬁ Lf' g

I‘Ha,nekem minimises-
¢state‘" s'role'in maize

g "«?

By DON ROBERTSOK

from its export pool onto the domestie
market to reduce possible shortages at a
price based on the US Gulf price or $160 a
ton, whichever is the highest.

Hanekom said state intervention in
agricultural marketing should be min-
imised. John Wixley, Safex's general
manager, agricultural division, says trad-
ing in maize futures will depend on move-
ments in the world price, the exchange
rate and estimated domestic surplus.

“The changes also send a clear signal to
the domestic and international markets
that South Africa is committed to a path
of deregulated agricultural maikets ”
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Futures shock as straight-talking

Hanekom rides to the rescue
Gmtize cr(pr)s sl

b
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Hanekom, the agticulture min-

ister, but whenIdoIwillhave to
be restrained from throwing myself
at his feet, frothing at the mouth.

The Giant Hanekom performed
a miracle last week. He saved this
country’s fledgling agricultural
futures market by telling a room
full of skeletal, hooded men carry-
ing scythes and calling themselves
a committee of the Maize
Marketing Board to, well, “Bugger-
bloody-off".

Direct action is the only way to
deal with demons. The board was
trying to regain its old hold over
maize prices because poor rains
had ruined the US maize crop this
year, forcing up prices and threat-
ening a shortage in South Africa as
our producers rushed to export.

There may even be some sense
in that. And it is hard to construct a
really passionate defence for a
sophisticated futures market in an
economy like ours.

But Hanekom was acting out of

Ihﬁi(e never met Derek

- principle — that he, or the State,

should interfere as little as possible
in markets. Not only is it a simple
and obvious idea, but did it.
Unfortunately a row between
the South African Futures
Exchange (Safex) and the Maize
Board does not constitute the
essence of our economic dilemma.
Decisive ministerial intervention of
the Hanekom kind would be really
impressive if it meant the govern-
ment would move in any way
against, say, union action that
directly threatened a strategic eco-

nomic interest. B L
This may not
be far off as rela- §
tions between
Cosatu and the
government pal
pably  deterio-
rate. Tito Mbo-
weni, the labour
minister we will
soon see become  PETER BRUCE
the fron pragma-
tist of the cabinet as he positions
himself for Trevor Manuel's job,
was growling at striking platinum
miners at the weekend.

Manuel's finance ministry,
given the harrowing task of feign-
ing calm as the rand collapses, is
readily contemptuous of union
leadership. Nelson Mandela and
Thabo Mbeki are routinely dismis-
sive of union influence over policy
when they brief foreign investors.

This is all going to explode at
some time, probably over privatisa-
tion. If the government is to come
off best when it does, then it must
happen on the ground it chooses.
The thing is to pick on obvious and
soft targets, like Hanekom did last

. week. The political damage done is

minimal, the advantages huge.

The government already knows
it would be wrong to try to priva-
tise basic service providers like
Telkom, Hskom, the railways or
large urban water boards. But it is
letting debate on privatisation or
partner-finding linger precisely on
assets where privatisation would
be least necessary and most con-
tentious because of the basic first-

time services these largé monopo-
lies still have to deliver.

What should be happening is
urgent, open work fully to privatise
assets whose ownership is clearly
not of overriding public interest:
SAA is one, the SABC another and
Mossgas obviously.

But time is tight. There is noth-
ing to be gained from delay and
further debate about agreed policy
on privatisation. Inplement it.

Equally, there is nothing of poli-
cy substance to be done to help the
rand, - other than to do what has
already been decided upon. The
government could let large inter-
national banks know, though, that
it will be monitoring their treat-
ment of our currency this week and
in the future as they jostle for our
privatisation mandates.

The “analysts” and other
experts we routinely hear pressing
for quicker privatisation almost
always work for the investment or
merchant banks (the former
American, the latter British) most
likely to benefit from the fees that
flow from privatisation.

[0 Lastly, could Chris Stals
please make any further statements
on his future in Afrikaans, which he
controls, and not English, which he
does not. Trying to quell rumours
of his resignation on the radio last
Friday, he said he had no intention,
please, of resigning “at this time”.
At this time? What the hell does
that mean?

The Hero Hanekom could teach
us all about the value of clarity in
thought, word and deed.




INTEREST in S& maize futiires con-
tracts has been rekindled by Agricul-
ture Minister Derek Hanekom's deci-
sion last Thursday not to change this
seagon’s maize marketing scheme.

Futures traders said yesterday bids
and offers on contracts were being
made again, after activity almost
stopped amid industry wranglings
over possible scheme amendments.

“People are willing to make prices
again in the September and December
contracts,” a trader at a Cape-based se-
curities house said, “Although volumes
are still very small, bids and offers are
being made.”

Safex marketing manager Rod
Blondin said: “Some certainty has been
created, which was not there before....
The need for a futures market has
come into its own again.”

One proposed change, namely to al-
low the state-owned Maize Board to
sel] maize back to the domestic market,
was_strongly opposed. by Safex as it
would have fixed an artificial maize
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Hanckom decision rekindles
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price, sd'obviating the need for a hedg-; ... -
ing market. A
Blondin said although there was;.,,
heightened interest, volumes re-, .
mained thin as players grappled with_ '
Hanekom’s introduction of new mar-, ..
keting features, including reduction of. .4
the floor price from the Gulf price to a,
net producer price of R490/ton. Smel
“Rffectively a floor has been put in, +;
the market.... People are still trying to,+ .,
discount the actual effect of the min-,, .}
ister’s decision,” Blondin said. - an
Traders said that activity on the fus 7, |
tures market was slow because of other
factors, including heavy rains on Mon- -3
day in the country’s central maiZe-¥
growing belt. <
This, they said, had hampered har-
vesting of the crop. ' g
Players also expressed concern, .
about Hanekom’s decision to lift the .-
maize export limit to 3,3-million tons, .
from the previous 2,55-million tons, -
gaying this could cause a domestic, .
shortage of yellow maize. —Reuter. ..
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Louise Cook

THE maize market continues to be one
of the trickier issues facing the coun-
try’s agricutture department. The vola-
tility of the market, coupled to an un-
resolved and ever changing Draft Mar-
keting of Agricultural Products Bill, is
guaranteed tIi;o keep the agriculture
minister on the run. .
Fgrmer minister Kraai van Niekerk
was much criticised for the vagaries of
the maize price during the years of sin-
gle-channel marketing. The price was
never right; if farmers were happy,
consumers cried foul, and vice versa.
New minister Derek Hanekom has
the same problem — unless govern-
ment finally decides to relinquish con-
trol of agricultural marketing.

The current plan for reducing state
involvement is based on what govern-
ment is calling “minimum interven-
tion”, but involves retaining the draft
Bill, and therefore at least some mar-
ket controls. . )

Also, after years of deliberation, the
controversial draft Bill is still the sub-
ject of fierce debate in Parhap:en‘f, and
at ANC/SA Agricultural Union “com-
promise gatherings”. =

The latest snarl-up in maize mar-
keting was in July when the Maize ad-
visory committee — advisory body to
the Maize Board — recommended
changes to the marketing scheme in
mid-season. Safex was forced to a halt
when all trading immediately ceased
as a result of the ensuing uncertainty.

Said’ Safex agricultural markets
GM John Wixley: “It is either a free
"| market or a controlled inarket — you
cantiot be half pregnant.”

Details of the committee’s proposals
were not the issue; what mattered was
that the rules were changed midway,
creating jitters and preventing market
forces fro:&:tddictati(;lg prices, based on

ly and demand.

Sul?]%‘)rge market forces will never oper-
ate as long as the maize committee
maintains its current high degree of in-
tervention in the market. True to its
name, the committee merely has ad-
visory powers, but its recommenda-
tions to the board — a parastatal and
the nation’s maize marketing agent —
are invariably accepted and passed on
to government, which in turn almost
inevitably implements them.

The committee is made up of rep-
resentatives of the National Maize
Producers Organisation, the National
Marketing Board, the SA Millers As-
sociation, the Maize Board, co-opera-
tives and the ANC’s research arm the
Land and Agriculture Policy Centre.

Industry sources believe that these
bodies are making use of the advisory
committee to “manipulate” the market, -

tatetl acAn
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| intheirfavour, -l dastaty )
;. “Safex evenitiially. restarted trading *
| ‘aftéit -the" intervention ‘of - Hanekoin, .
‘who approved changes to the inarket:
.ing 8cheme-and-thereby restored:cer-.:
“tainty t6 the market. Safex; as'a body,
“is-still fighting a battle'to become’part
‘of the policymaking procéss — and has
. now had itg observer status at advisory’ |

committee meetings réstored, Lot

Free market answer
onfusion
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Akey element in the drive to freeing
up maize trade, the exchange has been
operating its agricultural commodity
market gince July 31 last year. Other
commodities include chilled beef car-
casses, potatoes, grain sorghum, soya
beans and sunflower seed, ‘

Futures contracts for yellow and
white maize are the exchange’s main-
stay. But with interruptions to trade
and accusations of collusion and profi-
teering still abounding in the industry,
its future is far from secure.

The major SA banks are finding en-
during market intervention by the ad-

visory committee irksome. They have
been prime movers in getting the agri-
cultural division at Safex off the
ground, believing that in the “coming
free market” a proper hedging mech-
anism would be necessary.

A commodity exchange is seen asan
important risk management tool in a
free market. Also, banks have bought
seats in the exchange and set up trad-
ing desks to get the show on the road.

The banks have been publicly quiet
on the amendments issue, but confir-
mation of their impatience at govern-
ment intervention and the changing of
rules was evident when Council of SA
Banks GM Stuart Grobler compared
the situation with money markets:
“You can’t run to Trevor Manuel every
time the rand has a hiccup.”

Other agricultural sectors’ views on
the need for SA to have a commodity
exchange are mixed — the red meat in.
dustry with extensive foedlots has
failed to give it a definite thumbs up,

The meat industry is simply failing
to recognise that until floor prices and
controlled marketing are abolished,
free market volumes will remain thin
and trade will be depressed.

The National Maize Producers’ Or-
ganisation (Nampo) did not advise
members at its congress to hedge this
year. At the start of the season expec-
tations were that a bumper crop would
to drive prices down. N ampo suggested
members turn to the comfort of Maize
Board export pools with floor prices.

Safex reported, however, that many
maize farmers had opted to hedge their
crops, indicating that they were ready
foembrace a free market,

- Floor prices must go, Wixley said.
“The solution is to prevent stocks from
being accumulated in the first place by
removing the floor price.” Pressure
from producers resulted in the board
setting the floor price too high, he said.

There are no clear signs of the ex-
change being enthusiastically support-
ed by the'main millers, Tiger Oats and
Premier, who are the major buyers of
‘the SA ciop. Safex said ?hey failed to

buy early and hedge. The trend is for
them to sit and wait for prices to come
down — hence the recent panic when it
seemed a dispro;ortionate amount of
local maize would be diverted to theex-
port market, - '

Safex, which sees itgelf as protect-
ing the interests of traders small and
big, believes the issue of export pools is
problematic. From the outset, it op-
posed the ruling that the board could
sell maize in its export pogls back onto
the local market at import patity plus
R20/ton, but eventually agreed to work
with the system., G

However, its systems vwerd thrown
into disarray when the advigbry com-
mittee proposed amendments to the
ruling last month. Safex warned that
“early buyers” stood to lose millions.

The remedy for confusion in maize
marketing surely lies with allowing
the market to operate freely.

If government can reduce the min-
ister’s responsibilities for agriculture
marketing decisions in the new draft
Bill — allowing a much freer trade —
his life will be that much easier.
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* erop to any buyer.
3 “Parmers now have to make

OQUTH Africa’s maize
farmersare set tosharein
a profits bonanza of close
to RiI-billion as a record

.ugmﬁm crop worth ‘R5-billion

.nears the end of its harvest.
. Some agricultural analysts
-put the potential profits at clos-

1> “er. to R3-billion, saying the
" country’s 11 000 maize farmers

are playing down their good

~ fortune to avoidfuture political

* flack over land ownership.
Giel van Zyl, general man-

ager of the National Maize Pro-

:ducers’ Organisation, says:

{'eWe have had the benefit of

. high world maize prices and a

L3

- bumper crop that has given our
maize farmers a bonanza

- year.”

The 11000 farmers making
_up South Africa’s maize pro-
are mainly placed
* around the prime maize grow-
ing areas of the Free State,
North West Province, Mpuma-
langa and Gauteng.

The big change in their for-
tunes came on May 1 last year
when the maize industry was
deregulated and statutory pric-
ing was scrapped, allowing
farmers to sell their maize

. MAIZE PRODUCTION
By JEREMY WOODS

market-related decisions in-
stead of relying on the old
Maize Board payment method
of costs plus profit,” Van Zyl
Says.

Many farmers have taken to
their new-found freedom like
ducks to water and have im-
plemented sophisticated hedg-
ing operations in the futures
markets to underpin the price
of their cash erops.

In addition to maize, crops
such as wheat, ground nuts and
sorghum have all doubled in
price in the past year or so, and
some analysts believe the cash
benefits are significantly more
than R1-billion.

The production of maize in
South Africa is almost exclu-
sively at the merey of the coun-
{ry’s rainfall.

Annual consumption of
white and yellow maize —
white for human consumption
and yellow for animal feed — is
6,5-million tons.

Two years ago the maize
price was about R350 a ton.
This year it has ranged be-
tween R500 and R600 a ton,
while some farmers have matn-

aize farmers to reap |

‘a bumper windfall

MARE

aged to sell some of their crop
for R700 a ton.

Last year the crop was only
four million tons, and shortages
pushed prices higher.

This year a record crop of 10
miilion tons has also benefited
from high prices hecause of se-
vere maize shortages in other
parts of the world such as Chi-
na, where maijze forms part of
the staple diet.

But Van Zyl says that while
farmers have had the benefit of
a bumper crop and good prices,
much of the cash that will flow
to them will have to be
ploughed back into new plant
and machinery.

“Qur figures show that 65%
of the tractor fleet is older than
10 years, and the amounts spent
on'repairs and new parts tell us
that much of our farm machin-

ery needs t m.ww_m d,’ swmﬂ
says. m. w
Sales o Mu_ *MHMWP y

tractors and hearings are set
for accelerated growth, a fac-
tor which is already evident in
the turnover and profits of Jo-
hannesburg Stock Exchange-
listed Invicta Holdings.
Invicta is run by former
Rand Merchant Bank manag-
ing director Michael Rose-

¢ JIICANT VAN DER WESTHUIZEN

= ¥

‘sales are up-

of 66 combine harvesters last
year, an increase of 20%.

Rose-Innes says he plans to
take the cyclical farm earnings
out of Invicta by using the com-
pany’s cash reserves of Rl4-
miliion and its streng cash flow
to make acquisitions.

Invicta's shares were trad-
ing at 385¢ this week against a
high this year of 400c.

Rose-Innes says sales of
combine harvesters and other
farming equipment are well
ahead in the current year.

Latest figures from the agri-
cuttural industry’s Response
Group show that Invicta soid 85
combine harvesters, priced at
nearly Ri-million each, in the
first seven months of this year,
compared to a full year’s toial

Innes, while Pepkor boss Chris-
to Wiese and ex-Rand Mer-
chant Bank director David Mc-
Cay are major shareholders.
it increased operating prof-
its from R13,}-million to R23-
million for the year to
March 29. A dividend of 1tc,
covered more than three times
by earnings of 32c a share, Lift-
ed the annual payout by 150%.




Doubts over maize export plan

By Nancy Myburgh

MARKETS EDITOR

Johanneshurg — Doubts have been
raised about an agreement of intent
the Maize Board signed with
Taiwan last week to export maize to
that country until 1999, amid
expectations among board officials
that the maize body would cease to
exist in a year’s time.

The passage of the Marketing of
Agricultural Products Bill, which
awaits approval in parliament,
could result in the closure of the
Maize Board, bringing into ques-
tion the agreement with Taiwan,
said Giep Steenkamp, the board’s
international marketing manager.

“I'm not sure whether the sign-
ing of the agreement of intent
assumes the board will be in a posi-
tion to export maize in the next few

e

eed)=lalab
years,” Said John Wixley, the head
of the agricultural markets division
at the South African Futures
Exchange.

Steenkamp replied: “The agree-
ment with Taiwan will lapse if the
board is dissolved next year. Maybe
there will be another body in place
to do the job of the Maize Board.
Maybe there will be nothing, It is
still early days.”

Though the new bill gives
Derek Hanekom, the land affairs
and agriculture minister, the power
to reconstitute the board and its
power to control agricultural prices
if necessary, analysts said such a
step was unlikely.

“1 liken that powes; to reconsti-
tute the board to the state presi-
dent's power to declare war. It
doesn’t mean he will do it,” said
one agrieultural analyst at a

e

“Mr Hanekom, the minister, is
committed to having a free pricing
mechanism, to make those in the
industry responsible for their own
business decisions,” he said.

Steenkamp said the agreement
of intent was a result mainly of
goodwill between Tatwan and
South Africa in light of heavy maize
exports to Taiwan throughout the
1970s and 1980s.

In the past three years, the
board has exported 50 000 tons of
maize to Taiwan.

“Our  general  managet
explained (the upcoming legisla-
tion) to them and they accepted it
in that light,” Steenkamp said.

“The private traders export
more efficiently (than the board).
Rather leave it to the private sec-
tor,” Wixley said.




Tlght futures market 00sts

By Andi Spicer
MINING AND RESOURCES EDITOR

Johannesburg — The Maize Board
may have sold too much maize in
its export programme this yeat,
leading to a shortage on domestic
markets and sharply higher prices
for yellow maize.

Yellow maize, which nonmnally
sells at a discount to the higher-

quality white maize, is rj igh-
er on December futures contracts
quoted on the South African
Futures Exchange (Safex). This
inclicates a squeeze in the market
and a possible shortage,

"We definitely believe there
could be too little yellow maize
available on the domestic market
towards the end of the year,”
Richard Shaw, the director of

Johannesburg-based futures bro.
kers, said yesterday,

Yellow maize closed on Safex
late yesterday at R745 a ton for
December delivery, tepresenting a
premiurn of R37 a ton, March deljy-
ery showed a R10 premium,

is season’s yellow maize crop
is estimated at 4,5 million tons angd
export availability is just over 1 mjl-

yellow m
2 Mﬁl%enmgnT(%vD;allo Ilj

aize prices

| 44

lion tons. The board has thus far
granted 757405tons worth of
export permits and recejved
678 953 tons into its export pools.
The large quantity of exports
stems from hig?l prices on inferna-
tional markets earlier in the winter,
which attracted farmers to export,
Prices have now dropped from
their highs, after expectations of
poot harvests by big producers.
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SA faces shortage of yellowy
gg;,;bumper crop.
ni .
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SA FACES a yellow maize shortage of
up to 700 000 tons this season and may
have to import maize from the US, in
spite of a bumper local harvest.

Domestic supplies — the maize is
used in animal feed — have been
drained by a high level of exports, large

deliveries to the Maize Board’s export
pools and a slightly lower-than-expect-

ed crop yield, industry opservers said
yesterday. Zré "‘IrTq ag
The National Maize Producers’” Ur-

ganisation’s research and development
manager Kit le Clus said the national
shortage could be as high as 691 000
tons.

The actual shortfall could be less if
some maize earmarked for export finds
its way baclk to the domestic market.

Le Clus said SA had 4,5-million tons
of yellow maize in the 1996/97 season,
comprising new production and carry-
over stocks. Demand, which includes
commercial use, private exports, Maize
Board pool deliveries and end stocks
amounted to 5,17-million tons.

The shortage appears to be most
acute in the coastal arveas, which are
furthest from the central maize grow-
ing belt. The Western Cape province
alone is expecting a shortfall of about

.
i

%

200 000 tons. T

Le Clus said deficit projections werg
“theoretjcal” and that there could inr e}
ality be “alot of maize around”. ;‘_-?ﬁl

The Maize Board said it had stGeks
available in its export pools, but *ds
tightlipped on the amount. Farnﬁhg
co-operatives are believed to be hang;
ing on to stocks also in the hope of se
curing higher prices. ‘

The board’s director of internatign
marketin%' Giep Steenkamp said :
might sell maize back to the domésti
market but would have to comply Wit
this season’s marketing scheme whie
states such sales must be priced atimj
port parity plus R20 a ton. ‘-‘~,~‘j

He said import parity on yeﬂn }
maize at port of entry last Friday was
about R793 a ton. . B

“So if the people are willing toipay
the import parity, it is possible .?vgve
may gell maize on the domestic max,
ket),” he said. st

“With world prices coming down
there is a possibility that the local mgdr:
ket can afford it, especially in tHé
coastal areas.” SA is expected to haVE4
gurplus of white maize this sedgon
based on an estimated crop of 5,44-niil-
lion tons — Reuter. g
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Despite bumper harvest, SA may have to import

Maize {a qlqsL sg%}
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ANDI SPICER .
WINING AND RESCURCES EDITOR

Johanmesburg — A yellow maize
shortage of up to 70000 tons this
geason could mean that South
Africa may have to import maize
for the second year running
despite a bumper harvest, trade
sources said yesterday.

Large amounts of exports
during the last few months,
stimulated initially by higher
international grain prices, have
meant that a domestic shortage
has been developing, with spot
and futures prices on the South
African Futures Exchange rising
for December delivery .

Yellow maize has recently’
peen trading at a premium to
white maize, even though the for:
mer is of inferior quality and is
used for animal feed.

The shortage seems to be
most felt in the coastal area, lead-

ing to lhe Cape Maize Buyers
Association opening a tender for
the import of 170 000 tons of
maize from a previous tender of
70 000 tons. Most of this would
probably come from the US.

«The problem is that agricul-
tural co-operatives, which had a
pumper harvest this year, put yvel-
low maize into the Maize Board's
export pools in order to lift
domestic prices and also mop up
excess supply. The end result is
that the market has become very
thin,” said a Gauteng-based
maize trader yesterday

Under the previous Maize
Poard system where domestic
prices and exports were closely

controlled, the imbalances be-

tween imports and exports were
better stabilised. The inclusion of
private traders and the confusion
between the power of the Maize
Board and the free market has
also led to distortions.

_again

“We seem to be in a halfway
house with the free market and
the Maize Board fighting for
position, and we get large
amounts of exports even though
there is a domestic shortage,” the
maize trader said.

The yellow maize exportable
surplus is expected to be
744 000 tons and white maize
1,69 million tons. The Maize
Board has booked for export
1,53 million tons of white maize
and 1,43 million tons of yellow
maize. About 175 000 tons of
maize products are also to be ex-
ported.

This translates into a deficit
of §92 000 tons on yellow maize
and a surplus of 159 000 tons on
white before maize products are
inciuded. A co-operative farm
spokesman said that with the use
of substitutes, including domes-
tic sorghum, South Africa coulid
expect a deficit of 450 000 tons.
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- Johannesblirg - A grain short-
,age in South Africa has forced
Em Maize Board to sell some of
nm crop earmarked for export
“,cmow into local markets to stop
,:u,ﬁomm muﬁEEm out of control.

" In the pdst month there has
cmmw increased concern among
{: traders that too much maize had
B = been allocated for export causing
T‘

h
[

a domestic shortage and leading
to higher prices.

“We've seen some strange
price relationships on the South
African Futures Exchange
(Safex) maize market between
yellow and white ‘maize futures
that pointéd directly to too'much
maize leaving the nocbﬁw SEF

“there is a shortage at home,”

Safex trader said yesterday.
The board decided yesterday to
sell maize back on to the domestic

this season’s marketing scheme.
They did not say how much maize
remained in the export pools and

_how much would be released on

the domestic market. .

“The sale of export pool
maize on the domestic market
has always been a matter to be
handled with extreme cautious-
ness,” Leon du Plessis, the gener-
al manager of the EENm on.m
said wmmﬁmumm%

s
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Du Plessis anno d the

“the -Board may sell maize from
its export pools cn the domestic
-market, but only at a minimum of
the landed cost of imported
maize at the premises of the
buyer concerned plus an addi-
tional payment of R20 a ton, Fur-
thermore, the board may only
no:aﬂa_“ such sales by means of
of a tender or an alction”.

*  He invited buyers to tender
for ‘a specific quantity of maize:

-Analysts Unm&nw a shortfall in
the yellow maize crop of up to-
700 000 tons despite a bumper
crop. The board has already is-
sued export permits for 1,473 mhil-
lion tons of both yellow.and
white this season, and for' 7.770
tons from November I to the énd
of the year, 3 800 tons of ‘which
was for white Emﬁm the rest for

yellow maize, The board may ex-

port up to 1,8 EESH- tons of

‘maize zam mmmmos
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AGAINST THE GRAIN
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sA had to import about 1,1 t of maize
Jast year after & disastrous 4,4 Mt crop.
S0, with this year's 9,9 Mt bumper crop,
the storage bins are spilling over and lo-
cal prices have plunged — right? Wrong.

As global prices zoomed to US$200/t

Busmess 117

at the start of the year, farmers pushed
3 Mt into exports. Further enticements
were the Maize Board's guaranteed
R490/t floor price and a rand
in free fall.

Buyers also blame the co-
operatives’ conirol  OVET
Highveld storage silos for a
projected 900 000 t shortfall.
Some say co-operatives are
withholding stock to push up
prices.

Gulf fob maize prices have };
dropped to $125/1 (R568) but
domestic prices still hover al
R750/1-R800/1.

the right price.”
sA Futures Exchange spokesman Rod

Blondin says the maize advisory com-

mittee has been asked to indi-
cate the marketing arrange-
ments for next season as
planting will start in Novem-
ber.
Tiger Oats executive direc-
tor Hamish McBain says co-
operatives must be wary of
overplaying their hand in a
market that could soon be-
come freer and more compet-
itive.

Premiet Group Pprocure-
ment director Schalk Pienaar

As a result, Western Cape

feed manufacturers will im-
ort US and Argentinian yellow maize,

with a 30 000 t shipment landing in April
at a R200/t discount 1o SA maize.

Aware of the problem, government is
drafting legislation which could include
provisions to dilute the powers of grain
co-operatives over SA’s 14 Mt silos.

in ajoint statement, the National Asso-
ciation of Maize Millets, the Animal Feed
Manufacturers’ Association, the Poulity
Producers’ Association, the Feedlot As-
sociation and the Wet Milling industry
say SA faces shorlages of 139000t of
white maize and 772 000 t of yellow.

o1t is deplorable that consumers are
denied the benefits of a record maize
crop and have to pay & premium while
overseas markets obtain our maize at a
discount.”

fronically, they say, the SA producer is
likely to get a lower final realisation than
if the market had been left to operate
without intervention.

After the.domestic maize market was
partly deregulated on May 1 1995, mar-
keting problems were thought tobe over.
But maize buyers say manipulation is
made possible through the co-opera-
tives' power over storage combined with
interventionist practices such as the

Maize Board’s R240m stabilisation fund, |

export pools and a R490/t floot price.

The results are high prices and short-
ages locally, necessitating imports de-
spite bumper harvests. Some buyers bat-
tle to get maize even when willing to pay
mote than export parity.

But National Maize producers’ Organi-
sation GM Giel van Zyl says local buyers
should not complain if producers use
market opportunities. »The board re-
cently sold 950001 10 Wesiern Cape
buyers, which shows that stocks are
available if buyers are prepared to pay

says Premier is "investigating
all options for maize storage,” including
entering into storage coniracts with
farmers, building silos or buying space
from co-operatives. B
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Safex wants to put
maize on the spot

ANDI SPICER

%NIN AND RE; OUR ui DIFOR
Johannesb e So !;é

can Futures Exchange (Safex) is
considering launching a spot
maize market following pressure
from the industry, the exchange
said at the weekend.

Although South Africa al-
ready has an electronic cash
majze market called Agmex,
many traders do not use 1t and
veluines are Yght,

“We do not intend to intro-
duce the spot contract immedi-
ately, but there is an acknow-
ledged need for such a contract,
and we will be meeting interested
parties in late November,” Rod
Blondin, the general manager of
Safex’s agricultural markets,
said at the weekend.

Apmex was launched in May
and trades using systems co-ordi-
nated by Uniegraan, a Pretoria-
based co-operative. Some traders
- felt that the system was unduly
controlled by one large trader,

GOmrize

“Safex is neutral and has a
fully fledged futures market,
clearing facilities and credibili-
13" a Gauteng-based trader said.

Safex’s new électronic tradmg
system for its futures contracts
has a window on the screen for
physical prices, where the spot
contract will trade. Bid and offer
prices will be displayed rather
than an aunction trade,

" A spokesman for Safex said
the viability of the spot contract
would depend on whether the
specifications were simple, with
delivery ex-silo and a small num-
ber of grain grades,

“If it is like the London Metal
Exchange where delivery dates
vary but contract specifications
are uniform, then there is every
chance of Safex launching the
contract,” the spokesman said,

“The better the spot market

works the better the futiires'mar-

kets works,” he said.

A spot contract alongsitde a
futures contract would greatly
enhance volumes and liquidity.

[
B
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St

‘meeting: this. month 4o
decide’ whether tq,.be-
_ come involved in'a maize
spot; ‘ndiket next- )year,
afex “*‘m‘anager “Rod

Blondin smdyestardqyg
" The . -move~ - follows
calls by various blg[buy-
ersan sellers, as well as
“they Agncultural Maize
Exch zc,lmfgr
‘Safex to-he p-facilitate
the effective runmng ofa
spot market, |

Agmex set up. an; gilpc-
tronic auctlons  Bystem
for a maize spot market’
last year. Abut,wasuper-
ceived to bé ot fullyin-
dependent and cred!;ble
sources said.

-Blondin said the p},an
was for all stakeholders

'|' in'the maize industry.to
put forward.pro Ecsals 14

the. meetmg on how.bedt
o run an- effective phys-
ical - (spot) market, for
maize. Options_atithis
stage were an electno;m:

| auction system.or ppss:«

bly a bid#

“With "a fully @;ﬁ@
mated tradihg s tem;v‘a
shop window for bidgand
offers in addition toraunec-
tions could be the golu-
tion,” he gaid.: D
‘ Howeve‘r fSafex’Smg.
mary focus was - She

L futuresmarket B3,

turegt Bx-
(=11 u]

g‘
‘tural - markets"dwxsmn*
{“would: attend a-, spec;,al




iy

| C'():Op.p

Louise Cook A%

'KLERKSDORP-based  Sentraalwes
" EEIN po-dperative” is' planning ‘a

takegverlof the Vaalharts co-operative
which has assets of R120m, it 'was an-
nounced yesterday, .

Sentraalwes’ takeover plans are in
addition to its switching from a co-op-
erative to a fully fledged company in
the near future,

Sentraalwes finance director Andre
du-Plessis said the deal with Vaalharts
would go through by January 31 next
year, provided the Vaalharts members
voted in favour next month.

“The board of directors of both co-
operatives have agreed in principle to
the transaction. Vaalharts, with an an-
nual turnover of R110m; will be taken
overras a going concern ... subject to
approval by members of Vaalharts.”

S glgezwgghof Vaalharts

aalharts co-operative in Hartswa-
ter in Northwest serviced an irrigation

, area of 33 200ha with 610 active farm-

ers. The deal would ‘add crops such as

" lucerne, wine grapes, pecan nuts and

citrus to Sentraalwes’ business activ-
ities which currently focused on maize,
sunflower, wheat and groundnuts, du
Plessis said.

Sentraalwes members would also
vote later this month on the co-opera-
tive's planned restructuring, Sentraal-
wes sdid récently that it planned to
convert temporarily to a trading co-op-
erative to enable a new holding com-
pany, Senwesbel, toretain shares in it.

The holding company would re-
structure Sentraalwes co-operative to
a public company, Sentraalwes. Ana-
lysts said that the move was gimilar to
KEWV’s recently announced plan to con-
vertitselfinto a company, -
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Johannesburg — Conditions
looked favourable for next
year’s crop, which farmers
were in the early stages of
planting, the National Maize
Producers Organisation
(Nampo), said yesterday.

André Ferreira, Nampo’s
economist, said long-term
weather forecasts indicated
that the industry could expect
a good ¢rop.

“If you couple this to good
moisture status then it seems
as if we can expect a reason-
ably good crop,” Ferreira said.

He said farmers in Mpumu-
langa had completed planting
while in the Free State they
had just begun

Farmers in the North West
had not yet started to plant for
the new season, he said,

Last season, some 3,3 mil-
lion hectares were planted
from which the national crop
estimates committee said it ex-
pected a harvest of 9,48 million
tons, up from the 4,41 million
in the previous year

Nampo warned farmers
last month to plant on their
best land to prevent a surplus
in the coming season.

“Ideally we should have
about 3 million hectares plant-

ear
n Ak ~

der maize. Last year a lit-
tle bit more than 3,3 million
hectares was planted,” said
Giep van Zyl, Nampo's general
manager.

“In effect there are 300000
to 400 000ha too much. This
could only lead to bigger sur-
pluses,” Van Zyl said.

Asked what the crop would
be if farmers heeded Nampo's
warning, he said: “About 7,5 to
8 million tons of maize.

“Qur warning to the pro-
ducer is do not plant to try and
produce surpluses for exports
because the world price of
maize is falling.

“We are also saying farm-
ers should only plant on their
best land, where they are cer-
tain to make a profit even at a
lower price,” Van Zyl said.

The maize advisory com:
mittee said last month that dis-
cussions on future maize mar-
keting arrangements for next
season wotild be discussed at
its its meeting next week.

" In September parliament
passed the Marketing of Agri-
cultural Products Bill which
sets a 18-month timetable for
the dismantling of remaining
farming control boards.

The bill also compels indus-
tries to manage their affairs on
a market-related basis.

1




Maize impo
Louise Cook
WESTERN Cape Buyers’ Agsg-

“clation said Yesterday it would
import large Quantities of yel-
low maize next year to counter-
act expected loegl shortages,

ast season was marked by

tension between local farmerg
and buyers over gy plies and
prices, culminating in the An-
imal Feed Manufacturers Asgo-
ciation lodging a complaint with
the Competition Board about

eged price collusion among

farmers,

Analysts said the move by

Western Cape Buyers Associg-
tion {consisting of the Western

ovince Co-operative, Bokomeo,
ican Productg and Meadow

Feeds) to import maize, was an
attempt to combat the gpi-
ralling of local Prices, despite g

ugecrop. )
The association said the im-

ports were planned ag a result
of calls by the National Majze
Producerg’ Organisation (Nam.
po) for farmers to scale down

fts to co 1bat shortages !

Bd i} MARE
lantings thig season and exceg. essential” that government cut
sive exports this year. taxes on diege],
It said it had decided to in- During the last season farm-

vite tenders for the delivery of erg ended up JPpaying R135m in

1

30 000 tong in February, 40 0go taxes and levies on the fuel, At

n March and 60 ggg in April. present, farmers paid tax of 46¢
e group was algo tendering  alitre pluslevies,

for the elivery of Argentine ere was little prospect of a
maize in batches of 40 000 tong drop in the diese] price and fiyr-
in May, June and July next ther increases over the next few
year, The landed cost of the Ar- months were not excluded,

gentine maize wag Significantly Grobler said,
lower than that of local maize, “Tension in Iraq and ip.

€ association said, creased demand for diegel in the

eanwhile, maijze produc- northern hemisphere during

tion this season would cost fay. the winter have caused sh
mers R483m, or R100m more increases in the international

an last year owing to a 339 price of petroleum products.”

price hike in diege] since the ampo spokesman Jan Lie.
planting seasen last year, Nam- benberg said expectations of ;
posaid yesterday, bigger maize erg 5 than last

owever, consumers would  year in the US, ¢ ina, Mexico,

not be affected. Nampo econ- north Africa ang Europe, would
omist Andre Ferreira said that  hgogt; competition in interng.-
farmers were “not in a pogition tional grain markets and lead to
o pass on the cost increase to OWer maize prices,

consumers beeange they would For the past two years, grain
not get their priee”. supplies on internationa] mar.

Nampo chairman Japie kets have hit record lows, cang.

Grobler said it was “absolutely Ing severe price increagag,




, o ‘: : ﬁw ‘-&h ;‘? :

= ) 7VTHS
ESCAPING THE MAZE
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The maize industry may be forced to
drop prices as Western Cape consumers
threaten to go offshore for cheaper sup-
plies. The move to opt for imports is seen
as a direct result of pricing policies
adopted by the Maize Board, co-opera-
tives and the National Maize Producers’
Organisation (Nampo).

However, the conundrum may well re-
solve itself by next year with the dissolu-
tion of the Maize Board in terms of the
hew Agricultural Marketing Act. This will
allow the market to operate freely and
dispense with remaining interventionist
policies by the board. These have largely
been responsible for keeping prices arti-
ficially high this year.

The informal Western Cape Maize
Users’ Association has announced ten-
ders for about 250 000 t of domestic or
imported maize to be delivered early in
1997. Already, 35 000 t has been bought
from North America and is due to be
landed.at Cape Town in January at a
“significant discount” to the board's
stated import parity price.

Association spokesman Roger Parry
says that imports into the 600 000 t/year
Western Cape (yellow) maize market will
increase unless the local industry can
supply at prices competitive to landed im-
ports. “Apart from the high official do-
mestic price, we have to pay between
R120/t-R170/1 for railage from the north- -
e provinces. This has forced us to seri-
ously consider the import option.”

Meadow Feeds MD Graham Ebedes
says that he's “sick and tired” of being
held to ransom by the maize industry.
“While exporting a large portion of last
year's 9,5 Mt bumper crop, it demanded
that domestic maize consumers pay im-
port parity price levels plus R20/t — and
that while US fob Guif maize prices have
plummeted from more than US$200/t in
May to $125/t,” he says.

WPK co-operative manager commod-
ity trade Francois van der Merwe says
that Western Cape consumers had to buy
about 95000t from the board at its
higher domestic price following a
September tender. But association mem-
bers infend to add to the 35 000 t January
import — which will be available at
about R725/t, compared with the
board’'s R817/t.

Nampo says that total remaining SA
maize supplies are still estimated at
about 430 000 t. And with an unusually
large US crop depressing global grain
prices, coupled with bullish local climatic
trends, Nampo chairman Japie Grobler
has advised maize farmers to plant less
acreage than the year before, as both lo-
cal and export prices are bound to drop.

Ebedes says that the structure of the
maize market still needs to be changed
to allow market forces free play to deter-
mine prices, based on supply and de-
mand. “We need the removal of all gov-
ernment intervention in the price-
forming mechanism,” says Ebedes. “The
existence of a surplus export floor price
and the compulsory R25/t stabilisation
levy allows for the manipulation of sup-
plies and of prices. Hopefully, this week’s
meeting of the Maize Advisory Commit-
tee — to decide on a new scheme, or no
scheme, for the season ahead — will help
resolve the issue.”

Parry says that the “half-deregulated”
maize scheme has prevented the Safex
agricultural futures exchange from play-
ing its proper role in price-forming.
“We're still in the middle of the road,” he
says. “Only full deregulation would allow
futures contracts to play their proper
price-hedging roles.”

Safex agricultural market division GM
Rod Blondin says that the expected
demise of the Maize Board has led to the
increasing use of maize futures contracts
over the past three weeks. “We're now
up 1o 30 contracts a day and have about
[ 000 open contracts. There’s a definite
upswing in maize futures business and
we hope to reach 50 contracts a day in
the next three months,” he says. B




|
L

T] Malze 1ndustry
holds marketm

\,!

strategy née t1n

| _ LomseCook / E '

TI-IE alea jr§ Zlmlt-

tee; representmg key players i 1n

\the maize farming industry, i is,
meetmg today to devide market-
 ing strategiesin Preparamon for,
' the Maijze Board’s scrappmg on)
Apnl 30 nextyear. .

: Sources said. developments
at the meeting, expected to last
two days, would be closely fol-
lowed by- at' least 30 national
~and international stakeholders.
'who. had obtained ‘special ob-
| server status.

Analysts and bankers agreed
rthe meeting was “crucial” to de--

rtermine Jfuture -operations of:

-maize farmers, millers and oth-:
ero erators.

‘#Decisions will have-a pro-
l fomid impact on all role players,‘
including the SA Futures Ex-:
change’s agricultural markets’
division, Key issues are market.
manipulation as well as trans-|
‘parency and consistency in fu-‘
ture marketing;” a source said.

The | meeting takes . pIace

against ‘a background of new! "

agricultural marketing laws,
that,come into effect next yéar.
Agricultural and Land Af-
» fairs ‘Minister Derek Hanekom
has instructed the maize advi-
.8ory committee -— consisting of
producers, traders, shippers,
millers, feed manufacturers,
grain. co-operatives, the Land.
-and. Agriculture;Policy, Centre,
'Natmnal Marketmg Councﬂ
. and- M ize Board ~~'to’ thrash
out’ Hew arrangements in’ time
for themto klck in next May

o ',‘.', | ‘_m‘.




Maize produs censuretraders

Louise Cook

£ ablulad

THE Na tonal Maize IT0 neers’ Or-
ganisation (Nampo) hit out at maize

day, accusing them o
maize industry and damaging he
country’s Jong-term potential for maize
production.

The main players in the industry
met at the weekend to thrash out

Land Af-

able for comment yesterday, he 18
known to be keen for industry players

tofinalise marketing arrangements.
Nampo chairmai apie Grobler
aid supporters of a totally free meize
sighted”

b

o o

mav2e

and interested in ¢ghort-term enrich-
ment’ jrrespective of the demage done.
Farmers were known to have ar
gued for prif:q‘support because of the

crop andin others acrop failure.
But other gToups; includi
Land and Agricultural Policy Centre,
argued that Faymers and role players
were able 10 hedge risk by using mech-
anisms such as the SA Futured Ex-
change agncultural markets division,
thereby cutting out the need for fur-
ther floor prices.

1t is understood Hanekom met his
chief agrlclﬂtural adviser Tracy Sim-
pey last night to discuss the latest
developments.

Maize advisory committee chair-
man Peet Wessels confirmed that
Hanekom was .appmached, but said it
was not known when the minister
would announce Tis decision.

8
market system were “short-
’ ___,__-——'__-—‘__-——-'
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LAND Affairs and Agriculture Minis-
ter Derek Hanekom abolished maize
floor prices and price stabilisation for
farmers yesterday, plunging the indus-
try into a free market and provoking
mixed reaction from the sector. |

Industry sources said the move
would end two years of uncertainty
over the “rules of the game”.

Trade in maize futures contracts en
the SA Futures Exchange (Safex) agri-
cultural markets division was expected
tosurge.

Hanekom said he had decided “after
careful consideration and talks with a
variety of role players”, that a statu-
tory floor price was “not desirable”.
There would also be no stabilisation
levy for the 1997/98 marketing year.

The National Maize Producers
Organisation (Nampo) proposed last

week at a meeting of the maize advi-
sory committee, which represents the
industry’s major participants, that a
floor price and levies be retained as a
“safety net” for farmers. However, the
meeting failed to reach agreement and
the issue was referred to Hanekom.

Yesterday the minister advised
farmers who were concerned about the
Eossibility of low prices for the next

arvest to “arrange forward contracts
for a proportion of their crop and/or
explore the possibility of hedging their
price risk on the Safex agricultural
markets division”.

Nampo said that Hanekom’s deci-
sion meant SA would be forced to im-
port more maize in future, but Safex
gaid it was a step forward for the agri-
cultural sector.

Nampo chairman Japie Grobler
said Hanekom was “short-sighted”.

Due to the “precarious balance in

Haneéom abolishes maize floor prices

the local market,” farmers would have
“no option but to consider only their
own survival”.

However, Safex deputy manager
Rod Blondin said a free market would
mean a more cost-effective marketing
system. The market would be run by
market instruments instead of by
government intervention,

Meanwhile, seed companies and the
SA Fertiliser Association said sales of
geed and fertiliser to SA's 9 000 maize
farmers were continuing unabated
despite uncertainty — up to yesterday
— about marketing arrangements.

Seed company Sensako marketing
spokesman Johan Pieterse said the
current wet conditions were delaying
plantings in many areas, but sales had
not been affected.

SA Fertiliser Association chairman
Hilmar Venter said sales were up 12%
compared with a year ago.




New deal for
maize farmers
Gagmec

BUSIHESS ENITOR

The aﬁt&uﬁrﬁ ’llieifsq diévision of

the SA Futures Exchange (Safex) has

welcomed the decision by Agriculture
Minister Derek Hanekom to suspend .
the current maize marketing scheme.

Spokesman Rod Gravelet-Blondin said
Safex welcomed Mr Hanekom’s decision
not to introduce a statutory floor price for
maize, to suspend the current scheme and
toremovestabilisation levies. '

This would place maize farming in
South Africa on a firmer basis, he said, and
benefit dgriculture and the economy as a
whole. The decision was in line with world
trends, Mr Gravelet-Blondin said,

He said Safex would help to provide
information for the maize market and do
its best to ensure that the move to aderegu-
lated market benefited everyone in the sec-
tor,

‘Tradingin maize futures was’intro.
duced on the exchange’s agricultural manr-
kets division in-February, The nufiiber of
contracts traded had jumped from HiiHver-
age of 250 amofith in the first seveiTHionths
of the year to 600 in October as markéf play-
. ‘ers took positions ahead of the expected
“deregulatior of the market, S |
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Hanekom hailed

CONSUMERS can look for-
ward to cheaper maize next
year as a resuit of the scrap-
ping of fioor prices and com-
pulsory levies announced this
week by Agriculiure Minister
Derek Hanekorm,

SA maize prices wili shadow
those on international mar-
kets at the start of the new
Season in May. Consumers will
no longer subsidige export sur-
pluses by way of compulsory
levies and inflated domestic
Prices. Maize industry spokes-
men say the new free market
approach putg consumers,
rather than farmers, at the
centre of government policy.

“The minister ig to be ap-
Plauded for thig move and we
welcome the final intro-
duction of a free market for

Lo e e i
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AGRICULTURE |
BY CIARAN RYAN:

maize, which is the country’s
primary stapie food,” says
Premier Group public affairs
manager David Frost,

The South African Futures
Exchange also weleomed the
announcement, saying, con-
sumers would pay the true yal-
ue of maize without the dis-
tortions of the floor price and
levies, The floor Price of R490
a ton provided a Euarantee to
farmers in times of weak mar-
ket conditions,

The removal of the R25-a-
ton levy was reflected jn
maize futures on Friday, with
a R25 spread opening up he-
tween buyers and sellers for
1987/8 contraets,

for lib

S‘Tg'@r?: }f'z.
The National Maize Produe-
€rs  Organisation criticised
Hanekom'’s move, saying SA
would have to import more
maize in future, It wanted the
floor price and levies to be re-
tained to protect farmers,
Despite excellent raing and
a massive erop surpius, maize
prices rocketed from early ex-
pectations of Ré50-a-ton to 3
peak of R800/t over the last
year as prices on internationa]
markets shot to 3200/t in an-
ticipation of a Smailer US
crop. International prieces
dropped to aronnd $115/1 onee
it became clear that fearsof a
Small US crop were over-
stated. This price drop was not
reflected to the same extent in
South Africa because of the
distortions inherent in the

o

JMA |

floor prigé system and the fact
that farmers held on to their
Crops as long ag bossible, ere-
ating an artificia) shortage,

December maize contracts
are trading at around R700/t.

Safex general manager Rod
Blondin “forecasts g maize
price to the farmer of around
R550/t next Year once the
market is deregulated. Thig
could mean a saving of §%-
17% for consumers, and pos-
sibly more, as millers wil] pe
able to contract directly with
farmers, sparking price.com-
petition  hetween millers
which will benefit consumers.

Hanekom adviseq farmers
concerned about lower prices
to sell a portion of their crops
forward or hedge their price
risks with Safey.
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scrxeppmg““of
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. ment. and maize indug.

try -are :at loggerheads :

over'thé-planned serap-,
'ping of agricultural mar-
ketmg laws in May!i

“All maize floor pnces

and statutory levies had". i

been’; s expected 1o be

; scrapped frofm May 1'af-
“sand il

ter. Agnculture
" Land*’ Minigter . "Derelk.
‘Hangkom -

retained. for .the . next

markéting seagon. ' .'1]:
. But -Maize *BoarerM &
Leon :' du''s Plesszrs sald .

provincial ' ; ag'ncultural
marketmg leglslatlon
that: remamed valid “in -
Mpumalanga” + 2 Notth

West and the Free, State

could lead to malzefarm

‘ers 'in 'those. pronces :
- being treated. different- |

ly. 'North West iz SA%'
biggest ** produ i
Whltemalze ‘
© Du} Pless1s sa:ld the’

Jaws’ stemmed from out- |-
dated homeland: Jdegisla-|

tion mcorporated into-

the. provmces after. the |.
1994 " “election’ ’I‘hey’

needed to" be revoked

 but the provinces: could "

not be forced todothis.

“We cannot even find |

a ertten agreement
The whicle-isstie i& based

on'verbal agreemenits. be: |

tween' the former iagri-"

culture i, Jmmster rand |

MECs of thie provmces If

| the dprovmces do'not u]i1

' hold;the agreement wit,
(fi ormer agriculture min-
Jister’ Kraai) Van Nrek-

“| erle, v farmers in somig

.provinces-are in for prob-
lems »Du Plessiz said,

But agriculture’ de- {

partment legal adviser

, HermanRademeyer said
| the : Hoard ‘was" unduly"

suspmlous as thef “pro-.

cess ., of ~scrapping. the..
y undel* ‘

lawsf was
controI ' " Sy

LI North West; the de-
partment had ag:reed to’
a.réquest by the North
~West’ Agncultural Mar~

| keting: Board for ‘a¢year
1to phase out statutory

“controls, .

. The concess:on was in
accordance, with the new
Marketmg of Agricultur-
alProducts Act which al-

_ lowed :a year to switch to

‘ The North West Agri-'
foultutral” /4 ‘Marketing

Board® could not be |

i ireached for comment, :

=

! +
fru b

DENE |

e

announced 1.
that they’ would not .be |-

-
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By Patu Mwanza

LUSAKA — Zambia’s self sufficiency in food pro-
duction is under threat.

For the past three years an ineffective market-
ing system coupled with poor maize prices has
caused farmers to opt for cash crops like tobacco,
cotton-and flowers which have a ready market
both within the country and abroad.

A 40 percent drop in maize production has
been recorded over this period.

Agricultural experts have warned that unless
the government takes firm steps to find solutions
to the problems faced by maize farmers, the coun-
try will soon face a serjous shortage of grain and
be forced to import.

They say at present most of the country’s
maize is grown by peasant farmers who are hand-
icapped by a lack of resources and equipment.

Stanley Malama, 2 peasant farmer who lives in
the northern MKushi area, blames the situation on
Whe “poor. marketing system which has left many
miaize farmers iff & financial crisis.

He says there are thousands of bags of maize
still lying unsold throughout the country to the
detriment of the farmers. .

The trouble started when the government
stopped buying maize from farmers leaving it to
the private sector. “Since then the marketing of
maize has been poor, sometimes leading to a situ-
ation where farmers have been unable to seil
grain,” he says. )

The maize growing season began a few months
ago but not much progress has been made as the
farmers say they are unable to afford fextilisers, that
have more than doubled in price since l!ast season.
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Maize farmiers

ntervention
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While the counity’s vital maize industry
appears to be in a crisis, the tobacco industry is
flourishing. A 23 percent growth was recorded last
year and this is expected to grow by a further two
percent this season.

Zambia’s exports to China, the European
Union and other countries in the world are report-
ed to bave increased from 3.4 million kilograms
last year fo 4,2 million kilograms this year.

Graham Wallace, executive director of the
Tobacco Association of Zambia (TAZ), attributes
the growth to the liberalised economy prevailing
in the country, coupled with the improved exten-
sion services provided by TAZ to tobacco farmers
countrywide.

Export promotion

n the last three years TAZ has developed an
extension programme and, with the help of the
European Union, set up an export promotion. It
also provides crop insurance, imports, marketing
services and the supply of essential materials. AS
a result, Wallace says, there has been an improve-
ment in both quality and yield.

Agriculiural experts say that although similar
extension services are being offered by the govern-
ment to agricuitural sectors such as food produc-
tion, poor planning hinders growth in these areas.

For example, despite the fact that suppliers
delivered fertilisers into the country by
September last year, most of it has not yet
reached the farmers.

“Qf the total 32,000 tons of fertiliser reguired,
only 2,000 tons have so far been distributed to
Choma which is sitvated in the southern part of
the country,” one agricultural officer notes. -
Africa Information Afrique
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Louise Cook

THE continuing dry heat in the coun-
8 main maize production regions
had pughed July futures prices for

white maize up 9% since Thursday, SA”

Futures Exchange (Safex) agricultural
market division GM Rod Gravelet.
Blondin said yesterday.

Despite a larger area under cultiva.
tion this year, g considerably smaller
maize crop was expected because of
poor weather conditions. Last year 9,7-
million tons of white and yellow maize
were harvested, but current estimates
for this year ranged between 7-million
tons and 8-million tons. -

The national crop estimates com-
mitige said it would wait a month be.
fore jealculating . the Crop’s; probable
size.:Plantings had risen ahout 1,6%.

The National Maize Producers’ Or-
ganisation (Nampo) yesterday predict-

els white maize futures prices
97 (IIMARE

P
crop failure”, saying if e ort eoh-
tracts with neighg;ll.luqing xc%unti-ies
were met, SA would be forced to import
maize thisyear, :

“The quantity wonld depend on the
climate in the next twq months,” Nam-
Po chairman Japie Grobler gaid, Maize
Board chairman Vie Mouton said crop
damage was “extensive”,

Meanwhile, at Safex’s agricultural
markets division, volumes of maize fu-
tures contracts spiralled because of
market uncertainty, exacerbated this
year by the scrapping of all remaining
price supi:nort systems.

Gravelet-Blondin said the divigion
Was experiencing “an absolute record
month”, The volume showed the extent
to which role players wera” hedging
rigks in a fully deregulated # rket; he
said. Yesterday July futurés contracts '
for 'white maize closed af R628/ton,
from R575/ton on Thursdayt i .

[
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Johannesbiirg — The volume of maize
futures traded on the South African Fu-
tures Exchange (Safex) has increased
significantly in the first two months of
this year Rod Gravelet-Blondin, the gen-
eral manager of the agricultural mar-
kets division of the exchange, said yes-
terday,

More than 1300 contracts have been
traded this month compared with the 214
last month. He said this was because of
| “greater acceptance ang understanding
lif the market (and) the realisation that

maize fu
27/2/93

es Esrows‘--m
Cﬂ% V794 |
the™fofures market has an invaluable

- funetion to play in a deregulated mar-

ket”.

The maize board, which breviously
controlled and regulated the market, will
cease operations at the end of April, and
traders and farmers are facing increased
Price uncertainty;

“Market players are increasingly
furning to the agrieultural fistures mar.
ket as one alternative to manage price
risk. Throughout the world, the future
market is fulfilling the function of a
market-related, fully guaranteed risk-
Mmanagement facility” he said.




Malze farmers
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BOTHAVILL]! Mar.ze
farmers ~ were losmg;,
. R100! ‘for.. every: ton®
farmed and needed to:,
" gwitch- to’ wheat, fresha
produce and cut flowers’;
. urgently to offeet logses, S‘
“farmers’at the Natmnal"
-Maize Producers’ Organ-J
~jgation (Nampo) annuali
congress said yesterday

The organisation ; sald'
that the total area under
“maize needed to be re-
" duced by at least;a fur :

*'ther 850 OOOha

‘Nampo chamnan,-
Japle robler .8a1d" the:
“maize industry, was. i
"chaos and ‘warned that
-unléss farmers adopted”
sound business prac-
tices, order and-stability
would notbe regtored.’

* Switching to alterna-
‘tive crops was a way, of
hedging risks -and 'sur-
viving in a fully deregu—--
lated market.”

“Nampo financial “di=
rector Kit le Clus said
production costs had in-

- creaséd sharply last year
and farmers were now

an  average
R700/t0n forinputs such

as diesel, fertlhser and
chenucals

;; :Hiﬁ:ﬁ!:



Louise Cook

MAIZE farmers have told Land and
Agriculture Minister Derek Hanekom
that an amount of R200m in levies paid
last year to the maize board — due to
be dismantled next month — should be
returned to the farmers.

A delegate to the maize farmers’
congress at Bothaville last week, Jub
Jubelius from Hennenman, said the
money was not the property of the
maize board.

It should be returned to farmers and
should not be deposited into a trust
along with the board’s other assets, he
said. About 7 200 farmers had paid the
levylast year.

The board, due to close at the end of
April, had proposed to the National
Agricultural Marketing Council that
all its assets be placed in a trust, which
would generate income for the provi-
sion of marketing information.

Hanekom rejected the idea that the
levy money be separated from the rest
of the board's assets, but he agreed the
issue could be djscussed when govern-

want levies repaid

mie pb 1012197

ment made its decision on funding the
needs of theindustry. S

The farmers pushed ahead with' a
resolution requiring that the National ,
Maize Producers’ Orggnisation (Nam-
po) start negotiating with the board on
the repayment of the teyieg,,

Sources said the Amount could be as
high as R200m, bimed on-levy pay-
ments of R26/ton 1dstyear.

Meanwhile, thetigard’s closure also
threatens several gports sponsorships,
among them they Wally Hayward
marathon which i run every year at
Centurion, the :Phﬁi;%hate 21 race-~
which takes l1:1::\(:@: at Phalaborwa, and
the annual champion of champion am-
ateur soccer competition.

The hoard has traditionally funded-
these events out of levy contributioaé.
The last board-sponsored soccer match
will be played in Pietersburg later this
month. .

Plans to find a way around the crisis
facing these events were considered at
the congress , but would need the sup-
port of Hanekom and other stakehold-
ers outside the industry.
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Another bumper maize crop

predicted for he

MARIUS BOSCH .

Johannesburg - Southern Africa could
see a second successive bumper crop of
its staple maize in 1997 although dry
weather and excessive rains in some
parts could affect production, the
Southern African Development

-| Community (SADC) said yesterday.

The SADC said in its March update to the
regional grouping’s Quarterly Food Security
Bulletin that a tentative maize harvest of
between 16,28 million and 20,50 million tons
haD been forecast for 1997 compared to 20,34
million tons last year.

The 1997 crop could be almost double that
of 1995, when drought reduced production to
11,1 million tons.

But the SADC said Southern Africa’s
largest maize producer, South Africa, could
produce a maize crop of between 7,5 million
and 9,8 million tons - considerably down on
the 1996 crop of 9,93 million tons.

“Prospects for a good harvest have been
dampened by the intermittent dry spells expe-
rienced in many parts of the summer rainfail
region,” it said.

Although South Africa’s yellow and white
maize plantings increased by 1,6 percent in
1997, “potential yields are likely to be reduced
as a vesult of unfavourable weather condi-
tions”.

It predicted a domestic South African
maize shortfall of 478 000 tons if the lower
forecast of 7,5 million tons was considered.

AAiris)3/97_
n Africa -
other 8 3 em%ﬁ:gﬁzﬁgies. includ-

ing Malawi, Mozambique, and Zimbabwe,
flooding following incessant rains could
reduce the potential maize yield, the SADC
said.

And in Tanzania, a late start to the rainy
season has drastically reduced the maize pro-
duction outlook.

Tanzania’s maize output will be reduced to .
between two million and 2,6 million tons from
the 2,64 million last year.

“Production of rice and wheat are expect-
ed to be similarly reduced,” the SADC said.

And Zimbabwe’s maize harvest could drop
fo between 2,1 and 2,4 million tons from the
2,64 million last year.

“Production was initially forecast to sur-
pass last year's level or, at the very least,
match that level but the maize crop has been
reviewed downwards given a reduction in
planted area following a late start of the rains,
coupled with excessive rains and waterlog-
ging,” the SADC said.

Mozambigque could see another above
average maize crop in 1997 following good
rains and a significant increase in planted
area,

The country could produce a crop of
between 900 000 and 1,1 million tons, against
last year's 947 000 tons.

The SADC said if the forecast regional
maize harvest was realised, it would be more
than sufficient to meet Southern Africa’s pro-
jected consumption requirement and reserve
stock needs of 19,86 million tons. - Reuter
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SADC forecasts weather-affected maize harvest will still meet 20m ton target
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Marius Boscr

Johannesburg — Southern
Africa could see a second succes-
sive bumper crop of the maize
staple this year, although dry
weather and excessive rains in
some parts of the region could
affect production, the Southern
African Development Comimuni-
ty (SADC) said yesterday.

SADC said in its March up-
date to the regional grouping’s
Quarterly Food Security Bulletin
that this year’s crop could be
almost double that of 1995, when
drought reduced production to
11,1 miilien tons.

But SADC said southern
Africa’s largest maize producer,
South Africa, could produce a
maize crop of between 7,5 million
and 9,8 million tons, considerably
down on last year's crop of
9,93 million tons.

Though South Africa’s yellow
and white maize plantings in-
creased by 1,6 percent this year,
SADC said “potential yvields are
likely to be reduced as a result of
unfavourable weather condi-
tions"”.

It predicted a domestic South
African maize shortfall of 478 000
tons if the Iower forecast of
7,5 million tons was considered.

In other SADC member coun-
tries flooding subsequent to in-
cessant rains could reduce the
potential maize yield, SADC said.
But in Tanzania it was the late
start to the rainy season that had
drastically reduced the maize
production outlook.

Zimbabwe’s maize harvest
could drop to between 2,1 and
2,4 million tons from the 2,64 mil-
lion of last year.

Mozambique could see ancth-
er above-average maize crop this
year following good rains and a
significant increase in planted
area. The country could produce
a crop of between 900 000 and

umper crop for southern Africa

er(i)12]2hTF B mare

1,1 miilion tons, against last
year's 947 000 tons.

SADC said Botswana’s cereal
harvest could drop by about
60 percent to 35 000 tons froni last
vear’s 91 000 tons, mainly becaitse

of a substantial reduction in area .

planted. It forecast a Botswanan
maize erop of between 6 000 and
10000 tons from last year’s 23 00D
tons.

SADC also said if the forecast
regional maize harvest was re-
alised, it would be inore than suf:
ficient to meet southern Africa’s
projected consumption reguire-
ment and reserve stock needs of
19,96 million tons. — Reuter
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maize ‘¢rop will be almost 2million
tons smaller than last season,
seo}ehlng hopes of | w.another
bumper harvest and strong export

'earnmgs for the country, letest offi-

olal estlmates show ..
Output could be drlven lower
stlll if: the Wldespread rams seen

i recent weeks did riot” contlnue,
: (mdustrytexperts said vesterday,

o Releesmg 1ts first official crop
: estlmate the Natlonal Crup Esti-

.mates Commlttee said. yesterday,
¢ that i 't‘expected 2 new icrop of
. 7’5'6 dnillioh ‘tons;, shanply down’

‘frome 484 'thillién tons last year.

The ‘crop, . which w111 be har-
vestedkfrom May, was ‘ekpected to
dellver,’él 002 million tons of white
maizé gnd 3,562 million tons of yel-

low:maize.. This com}gared with'

5,440 m11110n tons of “white and
4,044 mllhon tons of yellow

‘lastyear‘

. shoulgtnot g0 up ..

Kobus Sm1t the ehalrman of

the- ¢rop commlttee said dry
weather in the hajor' maize-grow-

-ing;areas of the .North West

provmce and westein Free State
was‘the culprlt behind the fall.
“The ¢rop is'a little dboye average
andklt is a bit more than average
consumptlon which 1sF hetween

'8 m1111on and 6,5 m11110n tons,”
. ‘he sald

Asked 1f there was scope for an
increase.dn the estimate, which is
rev1sed monthly, he said: “No, it
. If 'the rains

"contlnue hke ‘this for another

‘E‘month&or ) 1t should bennaln ‘

temedq - :
] S‘agrlcultm'e depaJ:tment

I slaghed its estimate of " ‘Sotith

Afnc,a S harvest earlier thismonth
by 1 mﬂhon tonsto 8,5 million fons.

-Kna 1e Clus, a.director at the Na-
tmnal Maize Producers Organisa-
tmn, sald that; with the crop-ap-
proaehmg a balance between

: suppiy and demand, the industry

should fmzsh ifs procurement as

‘ seon ag pos51ble

I We advise’ farmers and con-
sumers 1o’ urgently congract for-

. ward w1th Ong. another to prevent

“the exports of further mane There
: has been some malze oontracted for
! éxports’ already” Le Clus sald —
Reuter

i
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Smaller maize crop could:

costSA
'Fpuiséﬁp‘ﬁﬁp 2]

T

“THE new maize crop would be smaller
tharfelast yéars, and could cost the
‘country R1bn in potential foreign ex-
changeearnings, analysts said at the
- weekend. :

* Ending veeks of speculation, the
National Crp Estimates Committee
said at the weekend initial indications
‘were that ths 1997/98 crop was head-
-ing for aboul 7,5-million tons, 2,1-mil-

lion tons belew last year’s crop.

- With the exception of soya beans

and dry beaps, all other summer cropg

were also expected to be down on last
year, the committee gaid.

Agrimark economist Johan Wil
lemse said the smaller maize Crop was

likely to affect the economy, generate

R1bn less than last year in foreign ex-

change.eafmings and marginally slow

down the gowth rate to about 2,5%.
,AbsaiBank agricultural division

;jign G—I@%g‘lsysts |

e Louw said while the poten-
tial to earn foreign exchange was legs
favourable than last year, maize faorm-
ers did not face the threat of having to
export surpluses at low world prices,
which had occurred in some years.

is year farmers will really have
to come to terms with price uncertainty
and the free market,” he gaid,
Meanwhile, futures prices for maize
had eased since rain started to fall in
March. SA Futures Exchange agricul-
tural markets division spokesman
Graham Voller said panic reflected in
July futures prices a month ago (when
white maize July futures shot u by
R50/ton within days) had since su sid-
ed, Futures prices of both white and
yellow maize were generally stabilis-
ing. Last week they had closed at
R618/ton for July white futures and
R605/ton for July yellow futures.
National Maize Producers’ Organi-
sation chairman Japie Grobler said
this year the maize erop

1

i balanced out weRiwwith
localdemand., 5 &
“With the prospect of
the crop being in tandem
with’ domestic consump-
tion, prices of between
R550/ton and R600/ton,
-dépending : on- locafion,
| are'quite realistic at-the
‘I"tnofrent,” he said,
‘1 v1."The ' committee Lsaid
the remaining summer
Crops were estimated to
be: 450 000 tons for,sun-
flower seed, 105.000tons
fory iground nuts and
sor%pum 342 000 tons.
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Maize Board set to bow out of scene

By Morcan Napy -+
After months of wrangling and much de-
bate, the final curtains are set to be drawn
on the Maize Board, formed during the
apartheid years.

Agriculture Minister Derek Hanekom
announced yesterday that Leon du
Plessis, chief executive of the board, had
been erdered to “wind down the matters
of the Maize Board”,

He will work on a contractual basis
from next month until October, or until a
liquidator is appointed.

The move has been on the cards for
several montlis, after Hanekom an-
nounced his intention to push for the
deregulation of the maize industry,
Wh.is‘.h has long been cushioned by the
board’s policies.

.

to free up the market and enhance com-
petition, have now reached a stage where
they can be implemented.

Some traders hailed the decision as
one which will create competition and do
away with fixed prices for maize, leading
to savings for the consumer.

However, the biggest impact, say
traders, will be on the farmers who pro-
duce the maize,

One Gauteng trader who buys from
the farmers and sells to the mills, said the
phasing out of the Maize Board would
put farmers at risk since they could not
expect 2 guaranteed price.

With no regulation of prices and poli-
ces, the farmers may find it difficult to -
sell any surplus, the trader said.

Previously, the board ensured amini-
mum or floor price for the maize,-and

also infrastrucmre for export;
CSMAIZE
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INSIDE AGRICULTURE

The real difference between cogs ar
er (o) 18[9

he drama surrounding

! KWV’s ambitions to con-

vert from a co-operative

to a company while retaining ef-

fective control of wine market-
ing could have been avoided.

So, too, could the govern-
ment order for the closure of the
Maize Board.

These organisations should
have taken early action, as oth-
ers did, by converting to a com-
pany and shutting down before
the government could reap polit-
ical kudos.

Before the 1994 elections,
various World Bank reports on
South African agricuiture made
it plain that farming co-opera-
tives and control boards should
be dismantled.

Agricultural academics at
the universities of Pretoria and
Stellenbosch and government
policy advisers bankrolled by
World Bank member countries,
seized on the bank’s views, The
tune has never changed.

But some agricultural indus-
tries were quick to pre-empt the
ANC.

There used to be an Egg

Board. It had
an enormous
building in
Pretoria East |j
near the Arm-
scor building.
In its last days |
there were
only three
shell-shocked
personnel left
rattling around, winding up the
board’s affairs. The industry
had decided to shut the hoard.

The same thing happened to
the Dairy Board, Potato Board,
Banana Board, Lucerne Board
and the Rooibos Tea Board.
Companies or voluntary produc-
er organisations replaced them.

All the warning signs were
there, and there were prece-
dents for KWV and the maize in-
dustry to follow.

Instead they waited vears for
a new government they always
knew would be hostile to agri-
culture, to take power.

Then they waited for the in-
gvitable change in legislation,
which came, Law now allows the
government to threaten KWV's

JUSTINE
NORFAL

power by eyeing its assets, and
to close down the Maize Board,
although the industry still needs
it,

It is not that the egg and pota-
to farmers are so much smarter
than the maize and wine farm-
ers. Rather, the answer lies in
the nature of the agricultural
products.

Central, statutory control
does not suit the marketing of
highly perishable products. A
Lettuce Board? Not likely,

Marketing commodities
such as grains and bottles of
wine, which have a long silo or
shelf life and are easily shipped
around the world, are a different
story. Strong central commodity
marketing is dene not out of a
sense of megalomania —
though of course megalomania
did raise its silvery head at the
Maize Board and KWV - but be-
cause of the realities of interna-
tional trade.

If it is easy for South Africa
to send its maize or wine around
the world, how readily the more
subsidised couniries can dump
products on our own shores?

and maize

mni 12E
This could destroy local indus-
tries.

That is why KWV and the
maize industry were slower
than other industries to bow to
the inevitable.

Do vou think that once the
KWV is bare and the Maize
Board is no more than ancther
empty building in Pretoria, that
the idea of statutory conirol of
these commodities will have
perished? It will rise again and
there is a precedent for this too.

In 1992 the Dairy Board
closed. It did not take long for
the industry to realise that cen-
tral control was necessary, if for
no cther purpose than to pre-
vent hundreds of tons of milk
powder being dumped in South
Africa. The Milk Board was
born.

The politicians kmow all this,
of course. There is provision in
the new Marketing of Agricul-
ture Product Act for small “in-
house” contrel committees in-

side the department of
agriculture.

Can a Cabbage Committee be
far off?




Conflict looms over

Maize B aqrd’s assets

bd22{uiq

Louise Cook

CONFLICT is looming between
government and maize farmers
over the ownership of the Maize
Board’s R250m assets, with sug-
gestions that Agriculture Minis-
ter Derek Hanekom wants to use
them to repay the board’s decade-
old R177m debt to the Land Bank.

The former government agreed
in 1987 to take over the board’s
debt, which arose from changes
made to the maize scheme. The
board is about to be dissolved as
part of the new government’s bid
to facilitate free trade.

According to a document pre-
pared by African National
Congress think tank the Land and
Agricultural Policy Centre, the
present government’s commit-
ment to the debt deal could be in
question. Hanekom was not avail-
able for comment.

The National Maize Producers
Organisation  (Nampo) has
claimed the board’s R250m assets
to form a maize trading company
it says is required to “minimise
(the) repercussions” of the newly
opened maize market.

Nampo said the assets were ac-

uired from funds built up
through stabilisation levies im-
posed on farmers. As farmers paid
the levies for the sole purpose of
market stabilisation, it would be
“totally unacceptable” to use the
money for any other purpose.

But the policy centre said the
proposal was so “ridiculous and
outrageous” that it seemed a “cyn-

GEmARE

ical attempt to pressure the min-
ister to pay out Maize Board as-
sets tofarmers”,

The centre warned the agricul-
tural futures market would shut
down should Nampo’s plan be im-
plemented. “The futures market
cannot grow if there is continued
ad-hoc intervention in the market
with statutory money.”

National Asgsociation of Maize
Millers executive director Jannie
de Villers also said it would be ir-
responsible te support the propos-
al. “This would leave virtually no
money for setting up a trust fund
designed to support research and
development of the industry.” |,

The centre said legislation pro-

vided that the assets pass to the
minister, to be used at his discre-
tion for the advancement of the in-
dustry. However, the issue was
complicated by the status of the
Land Bank debt, and government
should ensure the matter was re-
solved as a matter of priority,
[0 Reuter reports that the SA Na-
tional Crop Estimates Committee
has estimated this year’s commer-
cial maize crop at 7,66-million
tons, up on last month’s forecast of
7,564-million tons, but still
sharply down on last year’s erop of
arevised 9,694-million tons.

This year’s erop was expected
to be 4,109-million tons white
maize and 3,551-million tons of
yellow, the committee said in its
second official estimate for the
new season. Last year’s crop was
5,836-million tons white maize
and 3,858-million tons of yellow.




lelers oppose call for ﬂnds to farmers
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Malze Board

assets a bone
of contentlon
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ANN CroTTY
CONSUMER NDUSTRIES EDITOR

Johannesburg — Representatives
of> the National Association of
Maize Miliers (Namm) have said
it would be irresponsible for the

1 Maize Advisory Commitiee to

support the recommendation by
thé National Maize Producers’
Organisation (Nampo) that large
payments be made to farmers
from the assets of the Maize
Roard, which is to be wound up
next week.

Nampo has proposed that the
entire balance of the stabilisa-
tion fund from the previous two
seasons, which amounts to more
than R200 million, should be dis-

.tributed to maize producers. Ac-

cording to Namm, this would
mean that virtually no funds
would be available for setting up
the trust fund designed to sup-
port the future research and de-
velopment of the industry,

The advisory committee had
agreed the assets of the Maize
Board should be transferred fo a
trust and the income from this
trust be used to the benefit of the
industry as a whole.

Jan de Villiers, the executive
director of Namm, said that, with
next week’s closure of the Maize
Board, it was necessary to estab-
lish & central body that could un-
dertake certain crucial industry-
related functions™ such as
research and the collection of
market information which would
benefit all the parties involved.

“The agriculture deparfment
had said it would not undertake
any research and development
for the maize industry, so it is up
to us to organise these func-
tions,” De Villiers said.

He said the members of the

=) mmz&

advisory committee, including
Nampo, had earlier agreed to the
establishment of a trust. Indus-
try analysts said the final deci-
sion on what would be done with
the R200 million rested with
Derek Hanekom, the agriculture
minister.

However, advisers to the min-
ister said Hanelom was keen that
all the affected parties reach an
agreement, upon which he could
then act.

Undermining Nampe’s rec-
ommendation that the money be
paid to farmers is the existence of
a contingent liability of about
R177 million, which relates to
accumulated losses incurred by
the Maize Board.

This debt, which was owed to
the government, reflected pay-
ments to farmers to top up what
they had earned in the export
market. “During some years
when the international maize
price was weak the farmers
were paid more than the Maize
Board had earned in the export
market.

“This money may be owed to
the government, but everyone
should realise that it was funded
by taxpayers,” said an analyst.

He said the central issue
about what should be done with
the R200 million was similar to
the dispute around KWV’s plans
to convert from a co-operative to
a company and to the discussion
about what should be done with
the assets of the fruit indtistry,

“If government is keen to
move towards a deregulated mar-
ket, it is important that some-
thing equitable is done with the
assets built up by various parties
through their role in implement-
ing certain regulatory functions,”
said the analyst.




‘Maize Board’s R37,6m is withheld -
ap zzldiar (CGMhE
Louise Cook ter Derek Hanekom faced a de- day, saying it “would be wrong”
cigion on whether to repay the to use the board’s assets to set-
THE agriculture department Land Bank R177m from the tlethedebt.
confirmed yesterday it was Maize Board’s R250m assets or Meanwhile, there was also
withholding R37,6m from the whether to continue with a uncertainty about a refund
Maize Board this month pend- decade-old arrangement by claimed by farmers from the
ing a decision on the board’s which government paid the board’s stabilisation fund.
controversial R177m debttothe bankon behalf of the board. Maize Board GM Leon du
Land Bank. The previous government Plessis said the maize advisory
The payment is a refund of agreed in 1987 to take over the committee considered a propos-
monthly interest payments to board’s debt, which arose from al by the National Maize Pro-
the bank by the board and isre- -changesin the maize scheme. ducers’ Organisation {(Nampo)
funded to the board each year in The board is about to dis- ontheissuelast week, but could
April. However, agriculture de- solve as part of government’s notreach consensus.
partment financial  director bid to facilitate a free market. A Nampo claimed R250m to
Tommy Marais said the money document by ANC think tank, form 2 maize trading company
would be held back this month.  the Land and Agricultural Pol- it said was required to “min-
“The budget provides for a icy Centre, suggested govern- imise the repercussions” of the
R37,6m refund. But this de- ments commitment to the debt pewly opened maize market.

pends on the whole issue of the deal could be in question. But other stakeholders have
R177m debt and what happens The Animal Feed Manufac- called fora trust to be formed to
to that.” turers’ Association came out in support research and develop-

Land and Agriculture Minig- support of maize buyers yester- mentin the industry.

——
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| MAIZE R250m farm repayments at issue

Légal fr@y‘ltl)oms over

Maize Board’s funds
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ANN CrorTY
CONSUMER INDUSTRIES EDITOR

Johannesburg — A legal hattle
is about to break out in the
maize industry over the issue
* of repayment to maize farmers
of some R250 miilion in the
Maize Board’s stabilisation
fund, industry sources said
yesterday -

At a Maize Board meeting
on Wednesday, the National
Maize Producers' Organisa-
tion (Nampo) put forward a
resolution that the fund’'s
monies be paid out to farmers,

It also supported a sugges-
tion that Nampo and the South
African Agricultural Union be
given R16 million to finance

. their first year of operation
without the Maize Board.
There was no agreement on
either resolution.,

Nampo’s resolutions follow
an unsuccessiul approach to
the Maize Advisory Commit-

mui2i=

tee (MAC) on April 17. Leon du
Plessis, acting chairman of
MAC, said the committee
could not reach consensus on
the issue.

Du Plessis said yesterday:
“The Maize Marketing Scheme
... does not provide for repay-
ment to producers.” He said
the various parties had previ-
ously agreed that all the assets
of the board be used to estap-
lish a majze trust to benefit the
whole industry,

In terms of the new Agri-
cultural Marketing Act, the
Maize Board closes on Wednes-
day and, according to Du
Plessis, “.. at that stage all of
the board’s assets fall back to
the minister of agriculture”,

Du Plessis said there were
indications that Nampo might
take legal action. However Giel
van Zyl, Nampo chief execu-
tive officer, said the associa-
tion was waiting 1o see what
would happen.
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ould follow food Oup merger
B0 12Xs] '

’ to be formed by October 1. " '
i Bokomo CEO André Hanekom said
CAPE TOWN — Férmér agricultural Sasko’s extengive distribution net-
co-operatives Bokomo and Sagko have work, rapidly growing international ‘
joined forces to create’ a new playerin  division and technological strengths
the food sector with an annual turn- fitted perfectl with Bokomo’s strongly
over of R3,5bn, significantly enhancing branded products and food interests.
propects of 4 stock éxchiangtlisting, " "B sth suffered inherént wealmesses it

The merger is subject to shareholci— their product baskets.
er approval — 80% of Sasko’s share- «p merger will create a strongly di- )
holders are also owners of & 40% stake  versified group with great bargaining
in Bokomo — and acceptance by the powerin the market place and will 'of-
Competition Board. However, the as :

yet unnamed new coinpany is expected Continued on Page 2
R o
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Listing c

MAIZE blo::k. “Oyur businesses really overlap
Merger only in the milling and baking area,
and there only in the Western Cape hﬁ;o
Continued from Pa: el we arei‘ig.li:ly cqnﬁdent. we will get the
' greenlight.” . .
fer an unpresswe%nge of competitive-~ Formalisation of the ’éi‘fs i?;t;l:scfhzﬁe
1y priced food products.” ' would take place on concl e
pr}ﬁlealistingwasnotlikelyimme-° respective ,sharghol?:rs erﬁe Hiogs,
diately, a’ potential acquisition or a W! the compamfe:m tilogheir P
need for funds could move this to the ’Jgo;:grxalim;feg;%g e hen-a
mpﬁﬁk%%ﬁ%ﬁ& Gasko and Bokomo new board would‘})e Igonsetlzggegﬁd dhe
.brands would be managed by separate, Bellingan an te?into o e To.
competing sales forces. Rationalisation merger was expeg1 4 b e
from the merger would affect about 130 . spective sharelivt_ i SO en
staff members at head office level. - ¥ - prospects of a lis 11_?1%0 ok tommtal 188
Qasko CEO Stephan Bellingan paid were estimated at R1ol ml dtote tho
while the deal was s:lbjiCt to Comlipg-‘: ':?121;2 al:olgfgﬁgn,i:ﬁ':hczwgs% ?satop the
iti card approval, he was comir ) 1 :
ng&ntgia would not be a stumbling ghould it be listed. .




Bokomo,

MARc HASENFUSS

T@pls 47,

two of the country’s oldest “agyi-
businesses”, based in the Western
Cape, announced plans on Friday
to merge in October this year, but
executives played down specula-
“tion of a possible JSE listing.

In a joint statement, the com-
panies said the merger would cre-
ate a new company — vet to be
named — with assets of over
R1,5 billion, Turnover would top
R3,5 billion and generate earn-
ings of about R130 million,

The companies said Bokomo’s
brands in diversified food inter-
ests —-especially its strong posi-
tion in the breakfast food market,
the prepared frozen food market
and the poultry industry —
would be complemented- by
Sasko's interests in the wheat
milling and baking industries,
nationwide distribution and a
growing international division,

Andre Hanekom, the chief ex.
ecutive of Bokomo, said the com-
panies’ brands would all stay in

: the market place. Brands includ-
ed Weetbix, Mama's Pies, Nulaid,
Bokomo Corn Flakes, Vita Bread,
Sasko Cake Flour, Sasko Bread,
Munchmore, Super and Champi-
on Maize Meal,
| “Rationalisation will proba-
bly be only limited to head office
and maybe the Western and East-
ern Cape milling operations
where there is some overlap.”

Despite indications the group
could head for the JSE, Stephan
Bellingan, the chief executive of
Sasko, said a listing was not the
sole reason for the merger.

“It could happen in the future,
but we must have a good reason
for wanting to go to the market ”

Food industry sources said on
Friday that Sasko owned an
88 percent stake in Northern
Bakeries, was is listed on the
JSE’s Food hoard,
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High maize price hits Brenner Mills!
3 M IZE

s

JanetParker
ey T S Kl
MAIZE millers Brenner Mills dropped
akfter?o@x rofit 2,5% to R5,6m in the
year to'February mainly as'a result of
High jmaize prices and pressire on
margins in the first half of the year.

* Brphner financial director Stephen
Grahhm said that as maize prices re-
laxediduring the course of the year, the
grougywas able to improve its marging
and was expecting better market con-
dition¥in the year ahead.

» Share earnings dipped to 24¢(1996:
24,6¢) and no dividend was_declared
owing to future distribution plans.

% Turnover was down 6,4% to
R128/9m, and operating profit dropped
21%.to R7,6m from R9,6m for the pre-

viouscomparable review period.

% “Bfenner reported- an interest in-

&dﬁé§§6f="‘R74l 000; a°‘turnaround ‘of
R1;6qfrom last year’s R834 000 inter-
est i paid. . Grgham attributed the

T,

t;:mnag?un& toimproved cash flow.
P

5 B

)

“Millergwere forced to pay for maize
up front due to the deregnlation of the
maize board, and bulk purchases re-
sulted in higher inventories, bui Bren-
ner remains extremely liquid and un-
geared,” he said.

Pre-tax profit dipped 5,3% to
R8,3m, but the lower effective tax rate,
which eased the tax burden 10% to
R2,7m, resulted in earnings being only
2,5% down on last year’s figure.

Brenner's capital expenditure in-
creased 132,5% to R4,3m.

Graham said the increase was the
result of costs associated with the ra-
tionalisation of the mills in Louis
Trichard, a process which would con-
tinue this year.

He said that the group was
expecting a “satisfactory” maize cropin
the coming year and an improvement
inearnings. '

Brenner Mills also manufactures
malt, produces animal feed and does
business as a grain merchant.
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e

Al2E .

Industry a husk of last

year's gt
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Market jitters as late rains keep farmers out of fields and slow

down exports

possible four-week delay in the

delivery of large segments of this

year's 8,2 Mt maize crop could help

depress second-quarter GDP growth fig-

ures. The hitch has been caused by heavy,
unseasonal rains since May.

While some traders and former CO-Op-
erative millers might also feel the pinch as
they cannot find volume to meet contracted
maize exports, the crop should still provide
gross earnings of R4bn-R4,5bn.

“But based on projected average pro-
ducer prices for the year of R500/t-R550/1,
gross revenues to farmers would be well
below last year's R5,5bn, earned from a
bumper 10Mt crop and bullish export
prices,” says National Maize Producers’ Or-
ganisation GM Giel van Zyl.

Fortunately the rains also have an upside
as the replenished underground moisture
reserves should ensure a bumper winter
wheat crop in the Free State. The wheat
crop, due to be harvested from November
onwards, could exceed the past season's
bumper 2,7 Mt crop, says Tiger Oats full-
time consultant Boris Kaplan.

But, he adds, this will depend also on
Western Cape growing and harvesting con-
ditions — and on the potentially negative
effect of the eastern Pacific’s El Nino hot
seawater phenomenon, traditional

harbinger of southern African drought and
heatwaves.

mp's a matter of concern that, according
to US weather experts, the signs are there
that El Nino has clicked in earlier in the
season than normal. This means next
year's maize crop could already be under
threat. A bumper US crop is also affecting
the export price outlook and possible crop
financing problems with commercial banks
in the coming season might well result in
maize shortages by next year,” says Van
Zyl.

These ate the uncertainties that typify a
free market — and they underline the grow-
ing price hedging importance of Safex’s
agricultural marketing division (AMD).

AMD operations manager Graham Voller
says white maize july futures prices moved
up 12 points in the week to last Friday —
from R571/1 to R583/t. And, he adds, “open
interests” in futures contracts increased by
of 223 new contracts during the week — 10
a total of 2 565 contracts.

Van Zyl says a "propetly operating” and
well-supported agricultural futures market
is essential for the growth and development
of the maize industry.

He adds that the temporary shortage of
white maize has already led to some price
spikes on the spot market. prnold var Hupssteen
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Nicote MORDANT

Johanneshurg — South Af-
rica has exported about
250000 tons of mostly white
maize to Venezuela and
Kenya since the start of the
new season on May 1, ship-
ping sources said yesterday.

Most of the maize was left
over from last year's crop as
rains had delayed the 1997
harvest by up to six weeks, a
source at one of South Afri-
ca’s'two main majze-shipping
agetits said,

Announcing the winner of

an 80000 ton tender, Kenya's -

National Cereals and Produce
Board said earlier an initial
25000 tons would be sourced
from Sonth Africa. The load
was expected to arrive early
next week.

“More of the balance of
majze imports will also be
sourced from South Africa or
the southern Africa region,”
the board said. A London-
based commodity house won_
the tender.

Shipping sources estimate
South Africa will export
about 1,2 million tons of
maize this season (May-April)
out of an estimated commer-

e e -

tart m maize exports
Cee)=zlhkg Gmaze

cial crop of 7,66 million tons.
However, much would depend
on the damage eaused by re-
cent snow and rain.

Some analysts said yields
and quality would only be
slightly affecied, but others
said less top-quality WM1
white maize and more poor-
guality WM3 vellow maize
was expected this year.

South America regularly
buys white maize from South
Africa, The imports of maize
to Kenya follow a drought
which has caused food short-
ages throughout the east
African region, — Reuter




MAmus BoscH‘ IREAIE

Johannes ur ? 8 ’:P ‘ =3’7|-

Heavy rams

. had delayed:. South ‘Afvica’s 1997
« maize harvest industry: ofﬁt:la]s
said yesterday. /' - . ’

«Normally, harvestmg would be
completed by- the end of* this
month, bt the National Maize

Producers’ Orgamsatlon (Namp0)
said harvesting could continue
into early September

Giel'van Zyl, Nampo s general
managet, said that in the eastern
and north-western areas,
farmers were strugglmg to start
harvesting. Hbviever, i Gauténg
and fhe Free State harvesting
was in full swing.

+ vRob Blondin,.of, the South
Afrlcan Futures Exchange, said
.'maize future prices were un-
caffected by the lateness of ,the.
crop July yellow maize remamed
steady at R553. White was.bid at
- R590 apd offered at R600 from 2
(R590 settlement on Friday,.

Premler M111mg S procure-.
ment head, Scha]k ‘Pienaar; said

the‘ delay hadraised spot prices, .
wtu 1‘1 were experiencing further
upward pressure from. early
. export commmnents -.— Reuter
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“"8outh Africa’smaize harvest, set'back by more than six weeks by unseason-

31 rain‘and extrenie cold, wasin full swinig, and early ihdications were that
yields would be higher than expected, analysts said yesterday”

" Physical and futures trading had started picking up last week, analysts

$aid, alttiough yellow maize supplies were thin as faymers held back in the-*"

Hope of securing higher prices. “I think we have niow reached ... full har-
vesting,” said Giel van Zyl, general manager of he National Maize Produc:

er’s Organisation. “The maize is conning in fairly rapidly”

Although poor weather conditions had caused some crop damage in the
“easteri Mpuinalanga provinee, overall yields looked good. Some traders
said they were Hearing reports of yields at 5,5 tons per hectare, compared €0 -

‘earliet expectations of between 3,5 and 4,2 tons, The next official maize
crop estimate is due on July 21. The June forecast was left unchanged from-.
May at 7,660 million'tons. ~ Réuter Johtmnesburg © v
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Chiiémbo Mwondela

LUSAKA — The Zambia National
Farmers’ Union has forecast a short-
age of maize for the coming year, and
the agriculture ministry has said it ex-
pects imports from SA and Zimbabwe
to make up the shortfall.

Zambia normally }g'oduces about
15-million tons a year, but it is expect-
ed to see a shortfall of about 270 0600
| tons in the coming marketing seagon.

The union said the shortage would
be caused by a droE in the amount of
maize planted. A key reason for re-
duced planting was the 1993 deregu-
lation of the market,which led o lower
prices after the government’s set price
for maize fell away, prompting some
farmers to switch to other crops. A sec-
ond reason was that fertiliser imports
had not arrived in time for planting.

An agriculture ministry food secu-
rity bulletin issued last month said
675 565 hectares had been planted
during the 1995/96 season, against on-
ly 649 039 hectares for the past season.

¥
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Zambia may im
ey

port SA malze .

The bulletin said the output of most
crops had gone down, with the excep-
tion of groundnuts and millet. Exces-
sive rain had also destroyed crops.

Farmers' union president Ajay
Vashee said demand had not rigen to
meet the supply in the previous season
despite reduced production.

“Pgople simply do not have money to
maintain stangards of living, and their
buying power has declined drastically.
Until the economic situation improves
maize farming will continue to be
unprofitable,” he said.

Vashee said farmers were expecting
maize prices to rise in November an:
December when expected shortages
were experienced. “If that doesn’t hap-
pen then further reduction in the area

ol
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planted is expectedin the next season.”

He said farmers needed to be ableto
export maize to countries like Namibia -
and Congo, which had shortages, in or- -

der to get better prices. At present
there was an export ban on Zambian
maize because there were insufficient
stocksin the country.
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Shortage will be tempor;:zry as yields could beat forecast

Whlte maize

LSl ¢

From Reyter

Johannesburg — Prices for South
African white maize are being pumped
up as the crop, rolling in after a rain-
delayed harvest; is whisked off the
land and railed to the coast to fill
export commitments to Kenya and

_ South America. '
But industry analysts said the
shortage would be temporary asmaize

yields appeared higher than expected

after fears that the wet and cold weath

er had damaged crops.

. “The ships are in the harbour and
traders have to get the maize down

there. There is little available for the

local guys,” a trader said.

July white contracts on the South
African Futures Exchange (Safex) rose
900c last week to finish at R597 a ton.
Near month yellow maize slipped 500
to R552 in quiet trade,

“The market is telling us there is a
shortage of white at the moment,” said
Rod Blondin, Safex’s general manager
of the agricultural markets division.

.

N\
Traders said expo ’\g;ots had been
fully booked upto the end of August.
Konrad Keyser, the grain marketing
manager at Sentraal Wes — the coun-
try's largest grain co-operative — said
between 30 and 35 percent of maize in
its growing area had been harvested,
and quality and yields were looking
fairly robust.

“At the beginning there were some
quality problems with all the rains we
had. At thisstage I feel there willbe a
bit more (lower) Grade 2, but that will
not be much of a problem. And yield-
wise it looks like it is better than ex-
vected,” he said.

Traders said the squeeze on white
maize would ease off as more maize
was harvested. They slammed the Na-
tional Maize Producers’ Organisa-
tion’s (Nampo) statement last week
that there would be shortage for the
whole season.

“It is not as tight as the producers
say. The final crop figure will proba-
bly be around 8,2 million tons, split
pretty equally between white and yel-

I'ICGS

get boost
®hele

low maize, ” one trader said.

South Africa’s official forecast esti-
mates a harvest of 7,66 million tons,
which is one to two million tons above
consumption.

A trader said, based on an 8,2 mil-
lion ton estimate, some 650 000 tons of
white maize wpuld still be available at
the end of the season after accounting
exports, consumption and carryover.

Nampo last week said even if the
crop estimate was 10 to 15 percent
higher, white maize would still be in
short supply. It said the current posi-
tion was exacerbated by export com-
mitments of some 1,3 million tons of
mostly white maize.

Traders said the early build up of
El Nino, a weather phenomenon
which has previously caused devas-
tating drought in southern African,
was talked about in the market but
had not yet had an effect on prices.

Safex’s Blondin said the last frad-
ing day for July contracts would be
today. A contract for July next year is
to be listed on August 1, he said.
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A MINISTERIAL group which met
yesterday to decide on R250m claimed
by farmers from the defunct Maize
Board remained tight-lipped after the
meeting, but sources said it was “un-
likely” farmers would have any luck.

Agricultural Marketing Council chair-
man Eckart Kassier, failed to issue a
statement after the meeting. The
whereabouts of the meeting was also
not disclosed.

: However, Kassier reportedly told
dairy farmers at Hartenbos last week
that no money would be paid out to
farmers following the closure of the
agricultural control boards.

Several boards have shut, or are in
the process of shutting down this year,
and the furore which broke out over the
fate of their assets has occupied the
new marketing council gince the start
ofthe year. -

Indications were that in most cases
the boards’ assets would be put into
severalindustry trusts.

The committee, headed by National

Farmers unlikely to get
Maize Board mu |

Retiims o%ieq’i’nvestments would
beused to develop the industries.

Kassier told the farmers last week
“there was no argument” over the as-
sets belonging to the state as these had
been acquired through statutory laws.

But the R250m belenging to the now
defunct Maize Board has also been-tar-
geted by the Land and Agriculture Pol-
icy Centre — an_African National
Congress think-tank on farm isgues —
to settle a decade-old R177m debt to
the Land Bank.

The previous government inherited
the debt 10 years ago when it agreed to
take over the Maize Board’s obliga-
tions to the bank.

This year the agriculture depart-
ment refused to pay the interest on the
loan, leaving the board to sort it out.

Kassier was not available for' com-
ment after yesterday’s meeting. &%

However, industry sources said the
farmers’ chances of getting any'money
from the committee were “remote” —
government wanted the money to be
made available to all stakeholders in
theindustry., - = 4 iy J
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By Mathatha Tsedu
Pelitical Editor

HE SOUTH AFRICAN National

Maize Producers Association

warned South Africans last

week that the price of maize
may rocket next year as a poor crop was
expectéd because of the imminent
Jrought being brought about by the
return of El Nino.

The warning was sparked off by
information from American scientists
who study long-term weather patterns
to help agriculture plan its planting
and harvests. ‘

South Africa received the informa-
tion through the cooperative machinery
between the United States (US) and this
country .called the Bi-National
Commission (BNC).

Known formally as the US-South
Africa Bi-National Commission, it
was formed in March 1995 and is
headed by Deputy President Thabo
Mbeki and his US countetpart, vice
president Albert Gore.

At the top_of the BNC is a biannual
plenary session held alternaely in the
two countries and chaired by the two
men, " -

But this is the razzmataz and pub-
lic display of the BNC; ah occasion for
a photo opportunity and the issuing of
joint statements committing the two
countries to further cooperation.

The real work of the BNC happens
away from the glare of the TV cam-
eras, in six subcommittees headed by
cabinet ministers or secretaries (in the
case of US ministers).

Bureaucrats from the two coun-
tries, as well as nonh-governmental
organisations and business people,
make up the various committees and it
is at this level that real work actually
happens.

The six committees are: agricul-

ture; conservation, environment and '

water affairs; human resources devel-
opment and education; science and
technology: sustainable energy; and
trade and investment.

A report prepared by the
Department of Foreign Affairs, which
acts as the secretariat for-all govern-
ment departments, shows that in pur-
suance of its goals of facilitating
“increased bilateral cooperation on
key issues of mutual concern”, a num-
ber of projects were reported on at the
last meeting in Cape Town in
February.

These include:

® Thirty agricuitural projects that
include rural financial service institu-
tional development, rural cooperation
development (as well as emerging
farm and agri-business entrepreneurial
development) and a combined booklet
on import and export requirements for
both countries.

@ Thirty nine projects under the
conservation, environment and water
committee. These include an educa-
tional thrust which attempts to high-
light the existence of varfous careers in
the fields covered by this committee.

This committee is also working on
a project to develop methods of flood
prediction for the Vaal River catch-
ment, which could offer potential for
cooperation, seminars and exchange
visits.

The water committee has also
launched a project to clear Table
Mountain in Cape Town of all “invasive

Deputy President Thabo Mbeki ... he heads the US-SA Bi-National

Commission together with US VicePresident Albert Gore.

alien plants”, which will enhance the

-tourismt potential of the Mother City.

® The human resource and educa-
tion committee is involved in a project
in which Labour Ministry officials
will be trained by their US counter-
parts in labour statistics and adminis-
tration, management of research and
assistdnce with health and safety
administration.

® The science and

Agreement, signed by
Mbeki and Gore, aims at improving
student achievement in science, math-
ematics and technology.
® The (rade and investment com-
mittee is negotiating a tax relief treaty
that will abolish double taxation on
US companies doing business in this
country, thus removing one of the
stumbling blocks to investment.
Through the BNC, a South African

. drug manufacturer has been allowed to

export bulk generic pharmaceutical
products which had been prohibited in
the US before.

This special relationship between
South Africd and the world’s only
superpower has become the source of
envy of many countries who wish to
establish the same relationship with
this country.

The United Kingdom is looking at
a forum to enhance its relationship
with its former colony, while discus-
sions are under way with Russia and
France, deputy director-general for
Europe and the Americas, Tebogo
Mafole told Sowetan.

A forum similar to the BNC was to
have been inaugurated in June with
Germany, but this had to be postponed
when Mbeki got mired in the Congo
peace initiative,

While officials at Foreign Affairs

wax lyrical about the BNC, the cost of
crganising and holding these elaborate
show meetings is prohibitive and it is
this concern that is stalling negotia-
tions with other countries.

“But if you look at it in foreign
exchange terms, when Gore comes to
town, that is a major production that
brings in millions of dollars and what-
ever is lost on our leg is recouped

manyfold that way,” the

technology subcommit- ‘ official said.
tee aims at sharing There is no There is no doubt that
Fechnology f.md train- doubt that useful useful bex}eﬁts accrue (0
_ing, and it is through South Africa out of these
this deal that the infor- benefits accrue meetings, including just
maon o e e toSouth [ (L fom
was shared with South Africa , the US.
Africa. The projects listed
A programme are impressive, but they
known as Globe will need to bring dra-

matic results in job cre-
ation to capture the imagination of the
unemployed millions and their rela-
tives who carry the burden of assisting
them.

Another concern, however, is
political, To what extent does the
BNC make South Africa a lackey of
the US, and is this special relation-
ship at the expense of a sironger
bond with Africa and other non-
developed countries?

While South Africa stands to bene-
fit from investments, training and
shared information, the US is motivat-
ed by a desire firstly to create a market
for its products as South Africa is rated
among the 10 emerging markets of the

world.

But secondly, and perhaps more
importantly, politically a good rela-
tionship with South Africa is a “good
sell” with US voters, while it also pro-
vides the US government with a strong
ally in the region, where ongoing
elbowing with France for hegemony is
a daily game.

As Mbeki jets out and argues for
more assistance and investment, the
fine balance between special friend-
ship and being made a stepping stone
for American designs in the region and
the continent will need to be managed
carefully.
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£ commerdial maige estimate ises .
-'PHE national crop esti committee said yes-
o derddy a 157 000-ton fise in this season’s cominen
cial maize estimate had come- after more deliv-
v+ eries ifthe Free State, North West and Gauteng:
T Pigures Yeleased by the comrhittee on Fri ay

- show the final maize estimate for the 1997 crop at
- '98,488-million’ tons, up from 8,331-million fons
.- forecastamonth ago, - . R I
oo The' committee said the estimate for small
- farmers’ maize production — which is excluded
£ from the conimercial estimate — had been down-
. graded by 34 973 tons due to a'drop in the'ex-
- ‘tx?ectedyiieldianaZuluWﬁtél.‘Thé’ﬁﬁ‘éI’é“s‘ﬁm“aﬁe.
> ¢ Jor thes¢ areas, almost exclusively subsistence
! Gfiaize :égions,waﬁﬁegged t 524008 tons, ’
O TR /1) , :
%g‘i‘;,_ ! REPORTS: Business Day Reporter, Sapa, Reuter.
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‘Mﬁusber MrDerek Hane o
gation - follows” 2> fequest. fro‘m
gonps-in ‘the maize industry for *
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Implementation of

maize marketing

measuresg obe
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AS THE National Maize' Producers’ Organisation
(Nampo) announced this week that SA had a.yellow

aize surplus of more than 800 000 tons, Agncul_ture

!
B i

tons of yellow mai from 3 .815.million forecast g
month ago, @ e lié T
“(The estimate) hag slightly increased the ect-
ed surplus on yellow to in excess of 800 000 tons,”
said Nampo GM Giej van Zyl, ey
“Prices are already very low. Farmers are getting
less than R500 a ton and that spells disaster,” = -
ecember yellow maize futures on Monday gained

in the Western Cape, which re arly importsmaize
as it is cheaper thap paying the hefty transport cogstg
associated with buyin inland, had made no plasyet
to ti{) offshore markets, e
“At the moment Mmaize seems to be in fair supply.

from 4,516-million before, leaving the total expected
(:rt:n{:l for this year at 8,488-million tons from:8,831-
million forecast last month. wl;

with floods in others had created a strong deman d,

e National Agricultural Marketing Coigeil’s
investigation of implementation of statutory ‘mea-
Sures on maize follows g request from directly af.
fected groups in the maize ingustry for the introduye-
tion and Promulgation of statutory measures for
records and returns and for registration,

Hanekom said gn Tuesday that he had asked the
National Agrienltur. Marketing Council to inves-
tigate the implementation of the measures and to
report back within 60 days with recommendationg,

Interested parties have until September 30 to sub-
mit comments op objections regarding the proposed
statutory measures. — Sapa,
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WHITE/YELLOW MAIZE PRICES
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White maize

Yellow maize

817 28 6 17 26 7 .%
Jan Feb M

1996

110 21 213 222 1123 2 11 22
April July?

May June
1997
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El Niho threat sends white
maize futures into orbit

Though not yet a reality, the weather phenomenon spells bad news

for drought-stricken Africa

1 Nifio fears, coupled with a general
Eworld shortage of white maize, have

sent the staple food's price surging.
Last week it was R760/t, up from R480/t in
June.

The El Nifio weather phenomenon trig-
gers either drought or flooding around the
world as Pacific Ocean temperatures drop
about 3°C.

“Having moved up by R50/t over the past

two weeks, September maize jumped by
R20/t on Wednesday,” says SA Fututes
Exchange (Safex) agticultural marketing di-
vision clearing manager Graham Voller.

December futures, meanwhile, moved up
by R5/t to R795/t.

The prognosis is poor for drought-
stricken African states to the notth queuing
up to buy SA's remaining surplus white
maize.

IOMY & BusSiness ik

But what is bad news for some is good
for others Three international commodity
grain traders — Cargill, Glencore and Drey-
fus — have bought, and are stll sitting on,
an estimated stock of 5000001t of white
maize from the past season’s 8,4 Mt crop
The traders look set to make a killing as
prices climb relentlessly.

But the price trend underlines the grow-
ing importance of Safex's agricultural di-
vision as price-maker, following the demise
of the Maize Board's fixed-price system

"During the first half of September alone
we've traded 1747 white maize futures
contracts, representing a total of 175 000 t.
This compares with our record contract
turnover of 2 221 (representing 222 000 t of
white maize) in July.

“But, while white maize prices spiked to
R760/t, September yellow maize futures
still stood at R560/t last Tuesday. This
R200/t differential shows we are working
with two distinct commodities hete,” says
divisional GM Rod Blondin.

White maize is a much scarcer glabal
commodity than the yellow variety, grown
in huge quantities in the US, Argentina and
China. Used mainly for animal feed, yellow
maize is freely traded internationally on the
Chicago Board of Trade

White maize is not seen as a global grain
commodity, being used mainly as a food
staple in certain African and South Amet-
fcan countries.

“Globally, unfulfilled demand for white
maize is now estimated at 1,85 Mt, while
available global surplus stocks are esti-
mated at roughly 850000t No wondet
futures prices are rising sharply. I wouldn't
be surprised to see the price hitting R800/t
soon,” says a spokesman for a Gauteng-
based international grain trader.

Arnold van Huyssteen

BEFORE YOU SEND YOUR MONEY OVERSEAS,
THERE’S SOMETHING YOU SHOULD CONSIDER.

THE RETURNS,

NEDBANK

GLoBAYL INVESTMENTS
Cari 0800 118 995

A dwislon of Nedcor Bank Limutcd (Reg No 5 LI0000%/08)

OGILYY & MATHER RIGHTFORD SEARIE-TRIPP & MAKIN P72644
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tons of white maize in countries to the
north of SA and rising drought con-
cerns prompted a record 2 500 maize
futures contracts to be traded during
September, worth R160m in total,

| The SA Futures Exchange (Safex)
said ‘yesterday this brought the total
maize traded in the third quarter to
more than 637 700 tons, an increase of
800% over the same period last year.

Prices for maize futures have risen
steadily this year and the gap between
prices ‘for white and yellow varieties
has closed. :

Safex said the price for the Septem-
bei 1997 white maize contract was
R770 a ton. It has risen to R804 for De-
cember, R842 for March 1998, R820 for
May and R730 for July.

‘The futures market helps farmers,
millers and traders settle on 3 price for
delivery at a future date, limiting the
risk of adverse price movement. The
Maize Board stopped setting prices on
under the new Agricultural

ae’

b

'~ Maize futures traders reported in-
+| Lreasirig demand and uncertainty due
‘to'Bhortages in countries further north
and ‘the impending El Nifio weather
phenomenon which traditionaily her-
alds drought in sub-Saharan Africa.
Ounejtrader said market, speculation
was that Tanzania was short of about
700-000 tons of maize, Kenya 50 000 to
150 000 tons and Zambia needed at
least 100 000 tons. “Zimbabwe had a
fairly good crop, but they are not ex-
portingat the moment,” he said.
In_Adgust Tanzania dropped re-
' strictions and tariffs on the irnporta-

boost maize
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tion of maize and Kenya had lifted ‘
most of its restrictions. But there was
concern about whether these countries

could pay for imports. The trader said
the countries.were' hireagg{

. payir
“Prémifiim for fmports and ngﬂtxﬁéﬁ‘-‘
ditions had notbeen experienced yét.

In SA there is an estimated400 000
tons to 600 000 tons being held btk by
farmers and co-operatives due to'fears
about the El Nifio effect and hopes to
capitalise on rising prices. The price
differential between white and yellow
maize also looked set to narrow from
R200 a ton to about R80 in July,

Rod Gravelet-Blondin, GM for
Safex’s agricultural markets division,
said the price for white maize, in par-
ticular, continued to rise as the July’98
white maize contract jumped by R40 a
ton in the past two weeks. — I-Net.
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FARMERS were working out the
best time to plant maize in a bid to
limit the potentially devastating

effects of the El Nino weather phe-’

¢ | nomenon, -and . prevent ' possible
| losses of millions of rands:~7 .-

. ‘Scientists . and; weather” ana-

lysts warned last month that this

season.couldi5ee one, of the worst -

a gL N L

droughts vin smemiory in’SA and’

g

.neighbburingistatés as-a'résult of
the m_%mbe El Nifio phénomenon
| “developingin the Pacifi¢ Ocean.

,‘necessary, go
", thake relief money available for
' drought-ictims, %H.mnﬁm&% in

- tists -would hopefully be proved

*-- imminent drought and soaring

ers
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-~ (zovernment was also wa g temperatiifes made it imperative
“developments. and had set up a -.for farmers-to take precautions

special disastér ‘management - againstcrop failure, hegaid.

committee headed by Provincial Seed distribution “¢ompanies
. Affairy and Constitutional Devel- \ said there were as yet: no dramatic

opment Ministér Valli Moosa. If / changes apparent in farmers’ buy-
: ssa government' would ing patterns, although some
maize seed orders had been can-
celled in favour of othercrops. .
‘rural areas, he sai Sensako MD Willie Maree said
" lyst Gerhard Schultze said scien- ted ‘th
in cther years. “Farmers dre wor-
ried and confused aboui what to
‘do. The uncertainty is mmmumdmﬁwm

“wrong. But strong evidence of an

5 7 T smeeF W
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schools. of thought on the best

" planting time,” hegaid. . ..
.. (“Some feel it is better to plant
.. .early and cash in on the mwu.m.mmbw
. high moisture levels of
_but others feel it is best to delay
‘planting and adopt a wait-and-see
‘attitude, ) S
C e ) L, "We back the view that itis ad-
Pretoria Weatlier Bureau ana-" ' the indications. were that more. -
sunflowers would be planted than

e soil,

visable to’.plant early and go for

.cultivars with a'short growth pe-
_riod. This way the farmer benefits
Arom the relatively wet soil condi-

tions at the start of the season.”

best time to

“by-'the fact, that there are two

P

ganisation director Kit le Clus .

National Maize Producers’ Or- _\m

said farmers could not delay de- |
cisions any longer. It was best to |
plant hardy, drought-resistant
cultivars, choose lands with a high
soil moisture content, and possi-
-bly bring planting times forward.
Observers warned that plant-
ing in Mpumalanga and the east-
ern parts of the country could not

.+ be delayed any longer. Planting in

western areas, which normally
starts only in November, could al-
so be brought forward this year.
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crop, as .well as the mi
rou:” 1 .ncHH.mnﬁH.H.EH-

) maize shortage i
countries north of A, wHoEwﬁM%M

record 2 500 maize futures -
tracts to be traded at the %»W%W.
‘tures Exchange during Septem-
- ber., ,Eu.m brought the total maize
~traded in the third quarter to
more than 637 700 tons, 800% up
obmWMmMEm period last year. .
Taln co-operatives said I
mz.muﬁwﬂmm of yellow maize %MWM
eing stored by farmers hoping
prices wounld rise at alater stage.
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naWAND and . Agriculture Minister

. Derék Hanekom confirmed yesterday

* *Yhat the fiscus would discontinue ser-

3. - vicing the Maize Board’s 10-year-old

++-R177m loan ftom the Land Bank, but

,.assured the industry there was no
“cause for alarm.

“It was always said that that i:ar— N

" Ycular item: was subject to approval,

. 'hut there i§ absolutely no need to be
wajarnied, given ‘my, successful discus-

.. bions. with' the minister of finance,”
v -~Hanekomgaid: - - - ° . ‘
" The future-use of board assets has

been locked in controversy since it ma-
. - terialised that, for the past decade, the
» bpard owed the Land Bank R177m. ,

“"The previons government agreed

e

_that the interést be paid annually by

-

the agri\cultu-_i-gdepartment, but this

ihister reassures
e o manze o2)io

T
‘r».{ﬁ'v [

ANECREEN '-‘"3-'".'-"'1‘* e o
aize sector
. oo
“arrangemyent was questioned by.advis-
ers tojthe minister earlier this year.
aSources said a thaize industry trust

. was “Yjeopardised” because of uncer-

tainty surrounding the loan, However,
Hanekom said he had clearéd the mat-
ter with Tinance Minister Trevor
Manuel and there would be no delays
in the abolition of the Maize Board.
+“Thé budget item will be retained
(by government), but hot a8 a loan to
thé Land Bank — this will be re-
- degmed out of the liquidated assets of
the Maize Board... At.this stage there
is DY indication’ :that, the . overall
‘amouht will be diminished, but ulti-
matelfithe budget item will have to be
.approved ... like all budget items,”

. THe new arrangement. would see
the “financing of measurés, of support
'tothe maize industry, with the empha-
sis on theneeds of emergent farmers”.
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Thesy Reuttner do 1t more thoroughly, we
) ask: to whom we should be ex-
A DEMOCRATIC Party (DP) Porting, and how can we ep. tion

€ report, entitled and export permits and that | any
mamenty sales”, Produced to  wag bypassed altogether.
Day last week, claimed that the system

e “app,
3f SA arms sales was like 5

.

mum restraint and openness  analysis,” he said.

3

had adopted. .

be shut dowm and it agreed “hoge who would seriously

ket was not large enough to Asmal pointed out that —

DP report on SA arms Fam‘ierls Plfi_ﬂ?maif“ed
- now to limit expecte
SACS %%ra?@‘}%nal Elfets of El Nifio

report on SA’s arms sales Was  gure that our arms end up in egun to plant for the new seagon and a

mean-spirited if not grossly  theright hands?” small shift to white maize, at the expense of
malicious”, the cabinet’s con- DP defence g okesman yellow, wasevident, - oot
ventional arms control com-  James Selfe claimeg the com- iel van Zyl gaid most producers

mittee chairman, Kader As- migtee was taking too long to were sticking to norma] planting dates, ag
mal, said last week, process or grant marketing | adviged by Namaio, in an attempt to limit

‘ “Morality vs money: SA ar-  in gome cases the committee brought by_theEINiﬁoweat_herlgystem.

mark World Disarmament Rejectin, this, Asmal gaid langa where they recently had g
iad been speeded rain. In th, te
€ Inconsistency” ufp, and with the fyl] Support | State farmers are getting ready,” he sajd.
i of the industry. Scientists have gaid El Nifio, which re. ° .
en zigzag”, There was no evidence of | sults from the warming of water temper-
Responding to the DP’s, byp ssing of the committee, | atures in the Pacific Ocean, may hit SA
report, Asmal said it did not  said Asmal, “Gossip and around December, bringing scorching hot
mention either the commit-  tittle-tattle become substi- and dry i i
tee’s commitment to “maxi-  tyteg for serious ang eritieal | ripd for maize, . L1
Van Zyl said farmers seemed to be
I arms matters” or the inter. € commitfee had ex. favouring” white maize above yellow on
national respect and Support  fended its controlg and had | hopes of better prices for white after a
for the position which they carried out the detonation of shortage this geagon due to large seale ex.
: illions of rands worth of Portsinto Africa, -
€ committee did pet small arms. Much of jtg time A surplus of about 800 000 tons of yellow
want SA’g arms industry to  wag Spent ensuring that maize hag depressed prices this season,

with the DP onthe necessity trample human rights” would countries, while the ye
for exporting, aq the SA may. not be armed. mainly f

achieve self-support. by comparison with many crop of 8,488-million tons in the 1996/97

Asmaly who a8 also water western democracieg — SA | season, ich, although above consump-
affairs and foregtry minister, had 5 minuscule scope of | tion,
said: “Likg the Dp, éxcept we armg transfers. of 9.694-

1 Pooro=io &y :

National Iaize Producers Orgaﬁisa-

new risks ahead of g feared drought

weather in the crucial growing pe-

!
€ maize ig a sta]fle in most African l
i OW variety iz used ‘

Y 1or animal feed, N
harvested a total commercial maize

is weftdown on last ear’s bumper crop
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Forumrejects:

AR

| reassurances on ’

alze ﬁnancmg

eCoo%l “’

HE Maize Forum representmg in-

' dum stakeholders, from.farmers’

to érs and labour, has rejected:
Land and Agriculture . Minister

‘Derek Hanekom’s reassurances on'
.the fature financing of the sector.

The forum wanted the R250m as--
sets:of the recently deﬁmct Maize -
Board to be transferred to'a trust,
with:the interest generated to be

nged o pay for information gather-

ing, Tesearch- angd 1mproved market

- accesy for black maize farmers:

However, Hanekom said' last

month the assetz should-be: uged to
‘pay off the R155m owed’ by maize

armers to the Land Bank. THe ' agri-
cultire department has been sérvic-
ing the loan for decadesin terms of
an arrangement with, the revious
government. Theé forum gaid this ar-
rangement should continue and ac-
cused Hanekom of i 1gnonng govern-
mentundextakm B0
Hanekom: sai there was no need

. to be alarmed’ iven: discussions

Fmance ister. Trevor
Manuel in terms of which fundin,
for research ‘and marketmg woulg

' come from state coffers;

~ The foram rejected this optlon,
saymi;;lhe ‘cabinet and. Parhament
couldhalt payments: ; .
A.new’ nonprofit company, SA
Grain Information Service; 'was re-

lying on trust money-for the Bervice.

‘ Sources gaid the reductlon m "in-
come would compronuse it..
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By Gerry Ré

IF EL NINO strikes in the second half

of summer ~ as it is expected to — the

summer price of maize meal could

rocket, according to trade sources.

* Farmers in the main growing areas

have ‘begun plantmg the 1997-98 crop
' over an estimated area of
three‘mllhor) hectares, It
could be-a bumper crop
or'a_complete disaster,

‘ I c;)uld

malze

R1000 a ton, because of chronic short-
age of white maize on world markets,

Van Zyl said the price of locally
produced white maize would be deter-
mined on a basis of import parity.

A Premier Milling spokesman satd
there had aiready been a dramatic
increase in the gross
price of raw white maize
from R650 at ton to
more RE00 a ton in the

depending on the whims €@ @ bumper crop past four months.
of El Nino, . or a complete And  last  week

Meteorologist  say
there -are no indications’
that South.Africa will
escape the potenually
- devastating +*  drought
~ effects of the phenomenon

disaster ,

Zimbabwe milling com-
panies anncunced 'a
shocking 36 percent
increase in the prize of
maize meal.

. The Zimbabwe Millers Association

"‘““*The lmpact oit " conswmey pllCES“"““'.éald the price hike was the result of

i'rom the ‘mealie meal could be drastic,
! the sourcessaid. R

Orgamsatlon general manager Giel van

Zyl told Soweran that if the worst does.

happen, maize would have to be

-producers demanding substantially

- ~higher prices for raw maize,
>'{National Malze “Producers *, -

The steep price rise was also linked
to the predicted drought threat and fear
of acute shortages and famine in the
neighbouring Malawi and Tanzania.

__,rocket
lmporte at p(em/ rr/ ?Qexceedmg

. Hl“‘l SE
PARE
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fearg of EINifio -

SA maize P em:ave surged nearly 10%.since the
start of the month, powered by fears of a hefty short-
fall in the country’s staple erop next year, market
_analystssaid yesterday. ;. . '
Hot and dry weather at the start of the plantin
gseason in-key parts of the country’s maize belt an
foars the El Nifio weather phenomenon will unleash

a drought have sent cash and futures prices to close
‘to R1 000 a ton. b‘)-\\!'p ﬁ“’:’f 4
e

“T have never seen an; this. The prices

are on the most immenise run as there is so muc pent -

up demand,” said an agricaltural futures dealer at
one of the country’s biggestbanks.  ~
Prices'for a number of ‘white and yellow maize
contracts have leapt the R30 daily limit each day this
week, with millers queueing for stock amid a dearth
of physicd] supply and worrieson thenewcrop. ' - -
- "Kit le Clus, a director of the National Maize Pro-
ducers’ Organisation, said below average rainfail
over the central and eastern Free State — the key
. white maize. producing regions — had -hampered:
farmers’ planting., ... = - L
= In total about 25%-30% of the country’s white
. maize has been planted. Usually by now it is about
.70%,”LeClugsaid, "~ . o

. Even if it began to rain in the next few days and

regular showers continued intonext year, the bulk of

the crop — traditionally harvested from May —

would be late, Lo e

Le Clus said recent crop production and consurap-
tién figures showed tight supply moving into the new

. geason (May-April) with: about 59 days. of white

. maize and only 36 days of yellow expected to be avail-

able from May 1. e oL

“So we have no reom for.any crop problems. ...

Especially on the yellow, the kitty is much more bar-
ren than we originally thought,”hesaid. . 4 - !

~  Yesterday, March white, maize futures were at
R984 a'ton, having jumped from R850 at the start of
the month. White maize is a staple in most of Africa.

. March yellow maize was last at R734 from RE70at
the beginning of last. week. Yellow traditionally
trades at a discount’ to"white ‘48 -it-is more’ eagily

. sourced offshore andis used mainly for animal feed.

Futures dealers said white maize could run up to
import parity levels ‘at 'R1:050-R1.150-a ton before
‘hitting strong resistance. Renewed weakness in the
rand was good news for maize as import prices rose.

! | SA weather experts said this week E Nifio, which
brews in the Pacific every three to five years and can
.wreak havoc on world weather, was on course to un-
leash a hot, dry suhmer over gouthern Africa. They

- said, However, it & peared El Nifio would fade from
April next year and not effect next summer’s rainfall.
In the past severe El Nifios have been able to in-

_fluence weather conditions over two years. — 3%11‘?91‘-
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Louisé Cook

UNCERTAINTY about El Nifio and how
badly it will hit the maize crop has resulted
ins 250 futures contracts trading on the SA
Futures Exchange’s (Safex’s) agricultural
markets division this month, more than
2 (00 more than the whole of last month.

‘In addition the price of the July 1998
white maize contract has almost doubled in
a year, trading at R1 012 a ton yesterday.
Yellow maize contract prices rose by less
due to the fact that, unlike white maize,
yellow maize can be imported in the event
of a domestic shortage.

Maize traders, backed by Safex agricul-
tural markets division GM Rod Gravelet-
Blondin, attributed the sharp jump in vol-
umes and prices to expectations of a short
crop, especially of white maize.

Although prices have come off the highs

1EI Nifio uncertainty lift ma1§.§tures trade
%%tgﬂ 1’éi @ AR

: \’2%.
at prevailed at the start of December af-
ter enough rain fell in the North West to
allow farmers to plant, they are still way
above prices of a year ago. At present there
is a very close link between rain ... and
price movements,” Blondin said.

Maize trader Mike Elliott said the mar-
ket was gloomy and prices were likely to
remain high. Some farmers were so bearish
about the iIndustry generally that they were
not even bothering to close contracts.

Since the start of this month prices for
March and May white maize futures con-
tracts have shed R100/t, trading yesterday
at RO48/t and R85/t respectively. The drog
in price came in the wake of rain this mont
that allowed planting in North West to be-
gin. Yesterday the July white maize futures
contract traded at R1012/t and the
September contract at R1 060/t after shed-
ding about R50/t this month.

e
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d loaf size plan weighed up
Louisé Coo Ml ment of 100g above the minimum pro-
s 1211198 vided the weight was clearly indicated.
A PEANNED Tew system to change It proposed that the legal weight of
the legal weight of bread would allow fresh bread be changed. to loayes of
for a'range of different sized loaves to 400g, 700g, 1 200g and 1 600g.
be sold, SA Bureau of Standards The SABS would start to train the

(SABS) trade metrology director Brian  first 15 inspectors of the provineial de.

Beard said at the weekend, partments of economic affairs to mon-
Sales would be “actively policed” to  itor the planned system, Beard said,
protect the publie, he said. “The inspectors would report frreg-

At present the statutory minimum  ularities to the SABS which would
weight of a loaf of bread was 800g but then take it up with the publicpros-
fo]]owinganap lication by the Nation- ecutor. Inspectors would active y do
al Chamber ofp Baking, the SABS spot checks but do not have the author-
which manages the Trade Metrology ity tofine guilty parties.” | %

Act under which bread weight falls — Wheat farmers were opposed to the
was drafting proposals to Trade and move, saying it would lead toa drop of
Industry Minister Alec Exwin. 100 000 tons of wheat at the mill. »

The chamber had agked for a new Beard said the plans were subjict to
minimum weight of 400g and that public comment before they could be-
prepacked loaves be sold in any incre- comelaw., ' I
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| still falling 5 |
Emaice ]
“Lgtiige Cook , A"
[EES S hiaei|:
‘| FOTURES. ' pricés | for
[ Whitg - maize on-the SA.
Fatures " Exchange
1" (Safex) agticiilbiiral maz.. | -
u) ’kets, division ‘continued- |
ol bofalllastweek..+ . ... ||
10 The decliné'sta,.‘rted,in‘
‘| Decembei when rain fell .
over most of the summer
| rainfallarea. . . -
"| - Safex’ - ‘agricultural
v -markets .GM Rod. Gray-
' |sel:Blondin-, said " yester- | .
1" day: contracts’ prices had | .
| shed'a further R50 last
wel

P

ek. - With - the: excep-
tion of the December | -
.white-maize . contract, |'
'} 'prices have dropped to-| |
elow R900/ton, =+ .. -
.,/ He gaid futures prices |
'| for iyellow »maize "were |
.| less volatile beécause of, |
.| ‘better import prospects |:.
| in the case of shortages.
. National MaizePro-
*|'ducers’’”  Organisation !
| GM 'Giel »van' Zyl.said | . |
- .there had been .a signif- |:. .|
| icant switch -away- from .- |
‘maize in favout of soya | .
.| bean -*.production in’
| BwaZulu-Natal .. and |
. eastern: "parts: ‘of " 'the .
“country.- "Thid; “conpled: |- |
with . hail ' damage . in -
‘| parts-'of Mpumalanga | -
.and late plantings in |
Ngrthwest  * Province,
‘meant that'it was un-
likely that. this years
‘["area’ planted to maize
would exceed . 3-million |-
‘hectares,hes;l,id;;;‘ N Y
- The. Natjonal ..Crops. |
Estimates  Committee.
- meets ‘next week. It
-wotild deterrhine the size | °.
| of the. different crop.ar- | .
:|.eas .planted. and. make | -
yield estimates, member
Andre Ferreira said,

; b
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options

*' PATRICK Lawror
Johannesburg — The South

" African - Futures Exchange
(Safex) would launch options on-
its maize futures at the end of the
month, Rod Gravelet Blondin, the
general manager of Safex’s Agri-
cultural Markets Division’
{AMD), said yesterday, - )

Speaking at a press briefing,

Gravelet Blondin said the AMD

was also looking at launching

" hew products such as sorghuim

and oilseed futures, as well as re-

vitalising the existing beef ang

t

3

SUPPORNIVE Derek
Hanekom, agriculture minister

mmﬁﬁmwé

potato contracts. “The
tracts have occupied most of our
attention over the year, possibly

. to the detriment of the other con-

tracts,” he said. “Promoting the
others will become a priority”

" Gravelet Blondin said mmmmwu

had become an important part of
the local agricultural scene.
“Since our beginning in 1995,
some R420 million in maize has
been delivered through Safex,”
Stuart Rees, the Safex chief
executive, also announced that,
as at the end of December, the
AMD had broken even, having re-

%Kﬁmwm

covered the start-up costs of

R4,2 million and expenditure -

over the last two years of
R1,3 million. *“The AMD can now
be regarded as financially self-
sufficient,” he said.

Derek Hanekom, the ministor
of agriculture, said: “The new op-
tions on maize represent an im-
portant addition to the risk re-
ducing mechanisms Safex offers
farmers. What we want to see
is risk reduction without inter-
fering in market mechanisms,
and Safex helps us achieve these
NHEW.:. L +
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Crop swing to wh

Louiseco%ﬂ 2/ // / 74 g

FARMERS planted 2 809-million hec-
tares under maize this year, 16,4% less
than last year, the National Crop Es-
timates Commitiee said yesterday,

The plantings reflected a 10% swing
in favour of white maize, estimated to
make up 63% of this year’s crop against
37% in yellow maize, committee chair-
man Kobus Smit said.

Yesterday’s meeting of the commit-
tee in Pretoria was the first to focus on
thig year's summer crops after the un-
certainty of a possible El Nifio phe-
nomenon saw farmers adapt their
planting patterns in anticipation of a
possible drought. ‘

Speculation about possible swings
al\::g from maize to soya beans and
sunflowers have beenrife.

The committee said North West had

maize
(D) MAIE
the biggest area planted under maize
despite a 22% drop compared with the
previous year.

In other important production areas
such as the Free State and Mpumalan-
ga, plantings tapered off 15% and 13%
respectively. Alternative summer
crops also decreaged; planﬁngs of
ground nuts dropped 43,5%, dry beans
23% and grain sorghum 16%. But 83%
more soya beans were planted.

Agricultural marketing company
Agrimark Trends said the planting
time was over and farmers would have
torely on ahigh vield for a good crop.

Follow-up rain was crucial and the

rices of commeodities were likely to
uctuate sharply over the next two
months, the company said.

Reuter reports that the committee
left its monthly wheat estimate un-
changed at the 2 283-million tons it

forecast last month,

The estimate was the
fifth of the present sea-
son and compared with a
crop in the 1996/37 sea-
son of 2 700-million tons.
The final crop estimate
wag due next month,

Last month the com-
mittee cut its estimate
from 2 313-million tons
in November following
drought conditions cou-
pled with hail Gamage in
the Free State province's
.| wheatbelt.

The fifth estimate of

the new barley crop was
reduced to 182 000 tons
from 193 000 tons, but
the estimate of canola
was raised to 11 000 tons
¢ | from 8 400 tons.
The committee said
' | 461 000ha of sunflower
seed had been planted in
the present season. This
eompared with a total of
464 000ha planted in the
previous season.

-"The second acreage
estimate for crops will be
made at the end of
February.




‘Maize price rise on the cards as

: Johannesburg A maize price
increase is on the cards,
producers’ organisation Nampo
has warned,
. Nampo said last season’s strong
vields would be difficult to match this
year because of recent inclement
weather — and prices were therefore
expected to increase.

Nampo chairman Japie Gro gler
said last season’s yield of 2,57 tons of
white maize per hectare and 2,47 tons
of yellow seemed out of reach as the
El Nino weather phenomenon had
created unstable weather patterns.

There would be hefty demand for
South African maize from countries
further north in Africa, notably

N| bltes

Zym C{J nia, Zam{na and
Kenya, in the wake of production
problems there.

He said these factors would result
ina shortage of both yellow and white
maize this season, necesmtatmg
imports and causing pr1ces torise,

Nampo expected prices to remain
high until April next year. - Reuters
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of rands on interest in long-term

By Isaac Moledi
QW :: Department of Agriculture
#Fannounced on Friday that it

1= million to the Land Bank in set-
tlement of -a loan made by the soon-to-
, be dissolved Maize Board in 1987, .
Derek Haneckom, Minister of
Agri¢ilture and Land Affairs, said after
'discussions with Finance Minister
| Trevor Manuel the treasury agreed that
his department can pay back the Maize
i BOE’}(I}d loan from jts budget.
! ‘The department said in a statement
| on Friday that the settlement of the loan
would save miilions of rands on interest
in the long-term.
tAgricultural and Land Affairs
spokesman Tommie Marais said the set-
tlement amount of R170 millicn fol-
lows a loan of about R400 million that
the Maize Board received from the
Land Bank to cover a shortfall arising
from low export rates.
=t He said his department serviced the
Maize Board debt through its budget
since 1987 as a result of an agreement
befwéen the Government and the board.
"“The question of this outstanding

=~would make a payment of R170 -

" debt had to be resolved in the context of

h

the abolition of the Maize Board in line
with the requirements of the Marketing
of Agricultural Products Act,” said
Marajs. ’

In terms of the Act, the Maize Board
would be dissolved soon and its func-
tions taken over by the Maize Trust
which is an independent body responsi-
ble for providing market information,
research facilities and development
programmes for the industry,

Loan repayment

Hanekom said thé repayment of the
loan meant that all assets from the
Maize Board could be transferred to the
Maize Trust which would in turn be
provided with “adequate financial
tesources to fulfil its new responsibili-
ties”,

“The maize industry is the backbone
of the agricultural sector,” Hanekom
said.

His department hoped “the resolu-
tion of this matter in this way will
enable the Maize Trust to utilise these
resources to ensure the continued
growth and development of the sector
in 2 new marketing environment”,

]
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Lotiisé Cook

o B lalag
THE /long-outstanding issue of the
R170in Maize Board debt to the Land
Bank was finally resolved, with an an-
nouncement this weekend by Land
and' Agriculture Minister = Derek
Hanekom that the debt would be paid
by the asriculture department. .

The debt arose under the previous
government when the board received
aloan of about R400m to cover a short-
fall arisin&fmm low export rates. In-
terest on the loan was serviced by the
agriculture depariment in terms of
the agreement, :

With the shutting down of the
board last year, the question arose as

| to whether the loan and the interest

would have to come out of R250m ag-
sets of the hoard. Last year the
department withheld interest on the

loan in anticipation of a decision from

the minjster.
"

on
[

Agriculture departmerit

vee alg

ARE

Hanekom said on Friday that after
discussions with Finance Minister
Trevor Manuel, the treasury -had
agreed that the debt be paid by the
agriculture department. '

“The repayment of the loan will
now mean the assets from the Maize
Board can be transferred to the newly
established maize trust, providing 1t
with adequate financial resources to
fulfil its new responsibilities of provid-
ing market information, research fa-
cilities and development programmes
for the industry.” : .

' The Maize Board’s assets Had been
the focus of controversy for about two
years. Last year farmers demanded to
get meney back from the board which
they claimed was insurance against
low prices. The farmers argued that
due to prices remaining at high levels
during the season, the money was
refundable. However, their claims
were unsuccessful.

ays Maize B,og%‘ ebt
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Johanﬁesburg — Derek Hanekom,
the agriculture and lang affairs
minister, this week congraitilated
Soqu{Atﬁlcan maize farmers fop
the way they had adapted to the
new Hiar teting environment ang
dealt With' the threat of drought-
affected crops.

Addressing the 1998 National
Maize Producers’ Congress in
Bothaville, Hanekom said the
maize industry had responded to
the challenges of jtg first year in
a fully deregulated market,

“Deregulation hag left the
space for a futures market in
maize to develop at Safex and the
vollimes traded on Safex have
gron tremendously The prices
at which white ang yellow maize
have tradeq, particularly as con.

Volumes traded on Safex have grown tremendously, says Hanekom

Maize farmers a

dere
L0

right message to farmers,” said
Hanekom,

These price movements have
seen maize farmers devoting a
higher proportion of their land
to white maize,

After better-than-expected
growing conditions and the
swing to white maize, it is esti-
mated that South Africa will har-
vest 4,06 million tong of white
Maize this year, Thisg would be a
modest surplus over domestic
consumption requirements,

Although this ig the first
year of a fully deregulated mar-.
keting system, maize farmers
have been moving towards the
System for some three years.
One agricultura} analyst point-
ed out that maize farmers
sheuid be enthusiastic support.

dapt ,

lation

Gmae

maize prices in that Deriod had
been exceptionally high for a va.
riety of reasong unconnected
with government policy.

“Market conditipns that have
favoured the suppiier have made
this a good time for farmers, the
real test of their support will
come when market conditions
begin to favoyr the consumer.”
the anaiyst said,

Teigue Payne, the editor of
Food and Beverage Reporter, said
it was ironic that the initial expe-
rience of the deregulated system

favoured farmers above |
consumers, ‘
“The free market knows noth-

ing about political correctness,
What was probably a less.
favoured section of socigty from
a politieal Perspective, is now
benefiting at the expense of mass

cern about El Nifig grew in ers of deregulation because consumers,” Payne said. '
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M ‘SA’s fivst, .w.gmﬂnmbw mﬂm.ﬁmmum&
y ifood would be produced- on local

F soil this year, seed noBmmmﬂw ‘Pio-
¥

neer Hi-Bred said yester

‘The new-maize — iraplanted

?ﬁap a gene generated from a soil

! bacterium — could result in gen-

ﬂmuosm savings of as ‘much as
R100m in pest control nom&m. asthe
wEo&mo& maize mebﬁ is resistant’

caiisés: damage worth millions of
randsto crops eachyear, -
.Pioneer Hi-Bred manager QE.T
em _wﬂm&meoE said the maize
seed is produced in Chile and
-would- be' imported to SA to coin-
Qmo with the new planting season

= nmbm_boow&m o@ 8 mm<@ WH ooB

.o the -stork borer, a mmmﬁdnﬁdm )
:worm' that attacks the plant and -

.in On&ormu -

Genetically. Hucm._..mmm woom WNm

“-not been- produded in. SA before.
. The so-called BT gene is placed di- -
rectly in the maize plant’s genetic '
fnake-up and causes resistance 8‘

specificinsect bmmﬁm
Meanwhile, no finality mﬁmﬁmm

..cﬁ the:- um,cm”:_bm of mmbm_uombw.

Bmuﬂmoﬁnmm mmﬁ wmmwmummw. 4
-_In Europe, sales.of thefood are

,m._uoﬁmm Sw&w-oﬁﬁamwmﬁmw labelling ~~~
and indications are’that SA-would ,
-"follow suit, but-legislation was »

still far from noEEmﬂoP aspoke s> :
mansaid. -
m.cﬁnrmmmﬁooa QHmE Nmmmmﬂow

' Instifute. &Hmoecu. Jan Dreyer con-*
* firméd that moves to Hmm“mamw. wrm .

new maize ému.m Eummu. 2»%
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last year — had not given crime

3| against women the attention it de-

oifender TEgISLErs ana tne vernng ol

_ child care workers. .

I Maize prices look

%%tﬁ fg‘i‘? rove

Paul Vecchiatto W]?—E

SA MAIZE prices could be on the verge
of turning for the better following a
dramatic glump when last month’s

crop size estimate proved larger than
e . .
SA Futures Exchange (Safex) maize

ﬁrices have fallen to an average of

603 a ton during March as a record
number of contracts traded. - .

Yesterday, the prices of the white
maize May

and the near-dated yellow maize con-
tract was quoted at R525 from a pre-
vious R513. The longer-dated contract

98 futures contract in-
creased to R725 from R706 a week ago, -

Rod Gravelet-Blondin, Safex’s agri-
cultural markets division GM, said the
main reason for the higher estimate
and price fall was the nonarrival of the
drought expected to result from the El
Nifio weather phenomenan.

The March 20 crop estimate was for
a white maize crop of 4,38-million tons
with a 2,4 tons a hectare yield, far high-
er than the long term yield of 2,1 tons a
hectare. Yellow maize was estimated
at2,91-million tons. .

Last month the price of white maize
dropped to R759 a ton from R1 000 a
ton, and that of yellow maize to R580 a
ton from R760 a ton, —INet-Bridge.
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* numbers reléased by the

P

| Benohnleifk )

for malze

_ carry Qver

i P cchiatto -, .
-%‘f;:mﬁnze i
) A 'Grain Informa-

tion Service has posted
the "total, maize carry-
over. Bbocks at 2,609-mil-
lion tons, w1th white
maize.. at’ 1 236-m1111on
tons and yellow ma:ze at
1,373-million tons.,
Peter. Jackson, the m-
. forniation’; " service’s

. spokesman said yester-

"day the- néw numbers
‘bore no relationshipwith *
. any others released- be- |
cause it ‘was-. the ﬁrst
time " the survey ‘was
done in terms of a phys-
ical questionnaire.

These are: the first
maize: ‘carry- over stock

servide- for almost two
months and market esti-

" mations have'»steadily’

increased. frém 400 000“
tons to a-maximum of

. 2, T-million tons.

The numbers - ab-

. sence has contnbuted to.
¢ the fall in the maize'fu-

tures prices. Absa’ trader:
Chris: Venter said maize’
futures prices would

~ probably fall . to ' new

recordlows soon. .

. Yesterday, the bench-
mark July 1998 futures
"“contract for white maize
* dropped R9 to R595 and
. that for yellow fell R10 to

Rb4 -——I -Brid
| 25 |
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Maize data ‘unrelj

Louise Cook @a ﬂwﬁs.‘n_w
MAIZE carry-over stock fi 8 re-
leased by the SA Grain Hbmvcu”mﬂou
Bervice late on Tuesday, saw maize fu-
$ures prices plummet almost R30/ton
on the SA Futures Exchange agricul-
4ural markets division yesterday.
1.Thig came in the wake of industry
fears that information on stocks and
kupplies, which affected futures prices
were “unreliable” and “chaotic”.
"~ Maize producers organisation Nam-
0 has accused the service of providing
correct information. It denied the ac-
gusation, saying information released
by the service on stocks and supplies
was always accurate.

Safex agricultural markets division

Rod Gravelet-Blondin confirmed

e service’s figures this week had an

effect on futures prices, saying the ex-

crmbm.m would limit down — mnc%mminmm

from falling beyond R30/ton a day — if
nieed be,

SA Feed and Grain Marketing GM
Russel du Preez said the market had
expected less available stock. The so-
Jution to the information issue could lie
in getting private and neutral US com-
panies to operate in SA, he zaid,

[

The service esday posted the
total maize carry-over stocks at 2,609-
million tons, with white maize at
1,236-million tons and yellow maize at
1,373-million tons. On Safex’s agricul-
tural markets division yesterday,
prices for white maize futures con-
tracts for July dropped by R27/ton to
close at R567/ton an: wwa_noﬂ maize Ju-
ly futures slid R237ton, closing st
R617/ton.

“At present there is a lot of suspicion
and scepticism about the accuracy of
information. SA did not quite realise
the need for information on stocks and
supplies when the markets were dereg-
ulated,” Gravelet-Blondin said.

Earlier this year the service was al- d
8o accused of uo_owm_.bw. wrong data, but
its spokesman Peter Jackson said yes-
terday that this week’s figures — based
on physical inspections of supplies and
thus totally accurate — WMSBH_ all pre-
vious information had been accurate
all along. He said producers tended to
contest information to talk prices up,

In an editorial in the latest edition

.ow official Mﬁdmﬁw&oﬂ Mielies-Maize,

Nampo said “in SA, the supply of ac-
curate and credible Emuw@wm_wmcgm.
tionis in total chaos”,

ble

Nafcoc to transfer skills
Patrick Wadul amummewq_&.m @U

THE National ated Chamber of Com-
merce (Nafcoc) yesterday launched its property com-
pany, Greater Africa Property, aimed at transferring
mEﬁM toblack people in the property industry. -

Nafcoc president Joe Hlongwane said the new
company, an affiliate of Nafcoc Investment Holdings
had divisions comprising valuation, industrial and
commercial developments, sales, leasing and prop-
erty syndication.

He said the company was formed to redress jm-
balances as most people in SA were denied the op-
portunity in the past to create wealth,

“The ownership, management and development of
property has always been one of the cornerstones to
pergonal and corporate wealth creation,” he said.

Hlongwane said Nafeoc would be involved nation-
ally through its affiliates and participate solely in the
property industry by engaging in the sale and Ietting
of um&wm&.

e, the people of this country, are one another’s
most valuable resource. Recognising this is a pre-
requisite to anyone in SA wishing to succeed in busi-
nessand in life,” he gaid.

" The company would target private sector and gov-
ermment contracts including hospitals.

Greater Africa Property vice-chairman Preggie
Govender said that as the company grew it would
lock at franchising the business through Nafcoe’s ex-
isting membership countrywide. A spin off would be
to create jobs by providing work contracts.

vt

L& —

.|—‘ - : |

< - - -

| e




Maize millers cast doubt on
B a8 =

Louise Cook

THE free market in agriculture
was under threat of “market fail-
ure” — a situation which usually
necessitated state intervention —
due to broad distrust of the neu-
trality of the National Crop Esti-
mates Committee, the National
Association of Maize Millers said
yesterday.

This view was backed by some
analysts who felt it was wrong
that organisations represented on
the committee came from the com-

o096
modity trading fraternity like the
co-operatives and producer organ-
isations, including the powerful
National Maize Producers’ Organ-
isation (Nampo).

In the free market, the expect-
ed crop size and stocks directly de-
termine commodity prices.

Sceptics said depending on
whether a party was a buyer or
seller, the expected size of the crop
could be skewed in forecasts.

The scepticism stemmed from
the fact that, under the old system
the control boards had represen-

crop forecasts

MAI2E

tatives on the committee while the
demise of the boards saw co-oper-
atives and producer organisations
replace the control beards on the
committee.

The National Agricultural
Marketing Council, does not agree
that the forecasts are suspect.
Counci! member Johan Willemse
said: “Every member’s data is re-
gionally based and the eventual
forecast is based on the pooling of
all the information on conditions
in the different regions.”

The committee had a lock-in at
its meetings and the
forecast was quickly
made ]ﬁublic, cuttirig out
any c
trading.

ance of insider |




R

=107

farmers’ hopes of high
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&%—N farmers’ hopes of high prices this

HIZE
Year due to the El Nifio weather phe-
pamenon causing havoc with-the crop have:
e to.nothing, with a maize surplus on
ﬁoﬂ%ﬁn market driving prices dowm: gu,
P9t the end of April the couhtry was’sit-:

‘ W&a with‘enough  white: maize to:last for

g months;, and sufficient yellow maize —
used mainly for animal fodder —-for six
Sb_m__wwm_ cohsumption. - O
3 e ‘SA .Grain ' Information Service, -
which mﬁwwﬁmm official information'on grain
crops in the free market, recently put out
figures showing that this year’s white
‘maize crop was likely to be 12% bigger, and
the yellow maize harvest 17% bigger than
initially expected.

Since-the-beginning of the year, when
fears of-an El Nifto-induced drought were

g

- -

d on the
SA Futures Fxchange’s agricultural divi-
sion by 40-45% to about R544/ton for July
yellow and R610/ton for July white maize,

Prices were:. between R150fton 'and
R200/ton higher on average last year.

TE

jsation (Nampo)'said at the- weekend that it
thad #fo choice? but to accept the grain in-

to- now,. Nampo: has steadfastly believe
-farmers would gét higherprices. -
“Nampo chairman Japie Grobler said:
«“When (the information service's} carryover
stock figures are added to the latest official
crop estimates, it is clear that the domestic
market is sitting with large surpluses.

" that the crop would be smaller and that’

These could jeopardise %ﬂ%wm fornextyear’s .a

futures contracts and,
tion opportunities.”

~

naize price.
e B S5

o S
. _.still-rife, futures prices:plummete

"The surplus has come ‘about’ despite
farmers having cut back on maize plantings
to 2,9-million ha from 3,3-million ha the
previous production year. Nampo director

Kit le Clus said the reduction was mainly

due to fears of Bl Nifio and price uncertain-

-+ The N ational Maize-ProducerstOrgan-,. ty;butgood rains in December and danuary -

savedtheday. . - &

o choice? bt . - “Parmers.are operating in a very uncer-
formation’s service’s figures on the erbp: Up' 1itain- environment;;. the climatic factor is

N

",

rther limit produe- "~ ©

Bad-endiigh, it now there is the added un-
certainty arourid prices.” - :

Nampo has advised farmers to keep back
at least 15% of their maize for the export

‘market. ‘

. However, international prices have also
dropped and analysts said at the weekend
that they were/not likely to get much-price

dvantage from foreign sales., . » ..
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RUNNING RIOT A policeman hits a Zimbabwean protester

Xt f b i
R

with o téar-gas gun during demonstrations in January
against price increases in basic commodifies PHOTO REUTERS

FROM-REUTERS

n

Harare — Private millers in
7imbabwe raised maize meal
prices by 12 percent after the
state’s Grain Marketing Board
lifted maize prices by 8,5 per-
cent, the Herald newspaper
reported at the weekend. -

“By increasing the price,
millers have effectively turned
down an impassioned plea by
government not 1o hike the price
of the country’s staple food since
the.days of the food riots in
January” the newspaper-said.

No comment was available
from the Millers' Association or
the Small Scale Millers’ Associ-
ation of Zimbabwe.

Six people died during the
riots in January, Zimbabwe's
worst since independence from
Britain in 1980. The riots were
precipitated by a 25 percent
increase in maize meal prices.

¢ Toivavoid the increase,
President Robert Mugabe’s

Mﬂle’rs in Zimbabwe
lift maize prices 12%
(Pmnize er(r)16]b 118

government ordered the Grain
Marketing Board, the country's
granary, to reduce its maize
selling price to millexs.

But last week the board,
under pressure to raise the
puying price for the 1997-98
crop, doubled its price to 752 400
and pushed selling prices to
7$2 600 a ton, prompting large-
and small-scale millers to raise
prices. .

But Kelebert Nkomani, the
industry and commerce perma-
nent secrefary, was quoted as
saying millers had agreed to
absorb the board’s 8,5 percent
increase in maize selling prices.

“The position stands and
anyone doing anything to the
contrary is not keeping in line
with the agreed position,”
Nkomani said.

Millers have said fthat
maintaining prices at current
levels would push them into
losses as they face inereasing
production costs.




'Paul Vecchiatto

[ A TARIFF of R25,50/ton has been
applied to maize imports into the coun-
| try since June 19 after recommenda-
tions by the National Maize Producers’
Organisation.
The organisation’s head of research,
it le Clus, said yesterday the tariff
was based on a formula worked out
several years ago when SA was in-
volved in the Uruguay round of talks of
the General Agreement of Trade and
+| Tariffs, which was-transformed into
‘the World Trade Organisation. -

' - According to the formula, a $5/ton

imported maize ‘to

lations’
2%3/2E
internationa] price varia-
lied to several
uding wheat., .
Futures Exchange
cord- 19 580 grain
ded in the second
year, representing
aize and val-

Tariff applied to

cater for elob
i EOLT

tional maize FOB G
$110/ton on a 21-q
for two weeks. Th
onthedaythet

Should inte;
fall below $100/0.
to $15, but should

mﬂ HVH.HO nwgmm.m& .
hen the interna-
ulf price falls below
ay moving average

e rand price is fixed
ariffis implemented.
ational maize prices
tariff increases
the-price rise above:
ariff falls away. Le Clus said
rmulated specifically to

modities, inc
' Meanwhil
said yesterday a re
contracts were try,
quarter of this
aboui'Z:million tg ‘
ued atmore than Rihn. .
Trade in the past quarter increased

Tid
38% over the previous quarter and wasse
almost five times the volume during
the same period last -year, the ex-
£
During the quarter, the piice of thé.
benchmark July white maize futures
contract continued its fall t6 a low ofV
about R550/ton before lifting to its cur-
rent level of about R660/ton, -
_ “The fall was primarily as a regult ofil
the absence of a serions Bl Nifio-drivenl)
drought. The recent upturn in ricesh
can be attributed to envisaged demandid
in the countries to the north of SA and_

~the depreciating value-of the rand 77

Safex said. — INet-Bridge, Reuter. .w
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AN SA import tariff on
maize when internation-
al yellow maize prices
dropped below a certain
level could be problemat-
ic in the future and
should be reviewed, an
agricultural economist
gaid yesterday.

SA had imposed a
$5/ton tariff on all im-
ported maize because of
the international yellow
maize price falling below
$110/ton for a 21-day
moving average over two
weeks,

i
ot

said National -
Maize Producers’ Organ-

isation GM Giel van Zyl.

Although SA has a
surplus of maize because
of a larger than expected
carryover of 2,6-million
tons and an estimated
harvest of 7,19-million
tons, some coastal areas
find it cheaper to import
maize.

Imports were not
large, said Brendan Bay-
ley, an economist with
the land and agriculture
policy centre, but there
was a problem with the
more expengive white

-maize being on the same

tariff line as the yellow
maize.

“The Board on Tariffs
and Trade should soon
consider that there bhe
separate triggers for
white and yellow maize
because they have differ-
ent prices international-
ly,” Bayley said.

If SA had a shortage

of its staple white maize,
prices on international
markets tended to rise.
This counld be a prob-
lem if international yel-
low prices dropped, lead-
ing to an import tariff be-
ing placed on all maize
imports. — Reuter.

Comment: Page 13
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ZIMBABWE Zambla and Malawi are

ooking to SA to provide them with
about 750 000 tons of maize ﬁear
but SA farmers expect hitches wit] ra:i
transportatmn

A maize industry souwe said E-
terday it had been years gince SA
to move large quantities of maize into
ne:gh states.

oornet had cut down on carriages

over the past few years and logistical
problems could occur, the source said.
SA expects a crop of 7 12-m1]11

ected to be 4,31-million tons and
yellow maize 2, 81-million tons. ‘
National al Maize Producers Organi-
gation chairman Japie Grobler sa.ul ex-
ports to Africa were starting to

|Rail problems
derail malze ex

takeoﬂ” buthowtoglfltethegramtqits :
“ports. A 8

Indications ‘are

5405 e/t mm &)
T  Graphic: KAREN

'" i """Saim?a GHA]NIHFORHA
mgltwmxl beabletohandletheex-
gman said afu]lstate— .

ke
ment wo dhemsuedtoday Tl e
that abont 80 000
been

B » »
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hesaz . $ons of white maize has already -
Spoomet dmmmsed the fears, say- dehveredtoAﬁ'manstatesthm season. -’
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Paul Vecchiatto

GRAIN futures traders have greeted
the news that Zambia, Zimbabwe and
Malawi are-looking to SA. for 750 000
tons of maize with scepticism.

Instead of pushing up prices on the
SA Futures Exchange, prices fell al-
most R30 a contract., .

Dealers gave several reasons for the
fall in the grain futures prices includ-
ing the fact that the news was already

e countries need-
ing maize might not be able to pay.

First National Bank dealer Claudio
Marchetti said estimates were that
Zambia, which 'needed just more than
400 000 tons of maize, was willing to
pay only about $118 a ton landed in
Lusaka. The SA spot price at Rand-
fontein was $112 a ton and it would
cost about $32 a ton to rail it to Lusaka,

“One can see straight away that it is
a potential logs situation,” he said.




Land Bank’s restructuring

gets stucl

Reneé Grawitzky
THE restructuring of the \state
owned Land Bank ran into further
difficulty yesterday after a one-
day wage strike by members of the
traditionally conservative finance
union, Sasbo. .

The wage dispute coincided
with staff resistance to the banik’s
restructuring plans, aimed at
broadening its range of services
and client base and becoming
mora cost effective.

Such plans could result in re-
trenchments, staff transfers and
changesinjuf:tiﬂesandtasks.

Industry and union sources
said the bank’s restructuring had
taken on political overtones.

The wage dispute revolves
around Sasbo’s demand for a 10%
increase, while the bank has of-

.fered 6,5%. Members of the SA

Commercial, Catering and Allied
Workers Union did not participate
in yesterday’s action.

Sasbo spokesman Ben Venter
said the strike was about wages
and not about the restructuring.
He said the union’s demand was in

C1n the w’ab% ' jire

il

- with other major banks.

achieved

fHor

- Venter said the staff learnt | T

that the bank had budgeted for a
15% increase at the end of last
year, but was now willing tooffer

onl{ 6,5%. o

and Bank MD Helena bohy
said management wanted to re-
structure salaries to be market re-
lated and to introduce a or-
mance-bonus scheme. This ex-
plained the 6,5% wage offer, a 2%
increase in the housinioallowanee
and a 5% performance bonus, This
ﬁackage would cost the bank
17m, while the union’s demand

wouldamounttoR25m. /.. 5 -

Dolny said there was a sh

fall of R6m between the union’s
demand and funds available.
1 Managete ment, she said, had a
ong-term view on resl:ru:hm:]g
and staff development, and had ai-
located R7m to training. ' -

Sasbo said there were plans to
meet the bank next week to try to
resclve the dispute, which had al-
ready been referred to the Com-
mission for Conciliation Media-

tion and Arbitration. cho

Sparks expected to
fly over suspension

Finig 8

ion of Sasbo’s affili-
ation to Co 53 of SA Trade
Unions (Cosatu) until after the

1999 general elections was expect-

ed to spark heated debate at the
union’s t:gﬁ-;lay national congrefls
starting y, union sources said.

The election of Sasbo’s office
bearers, instead of their appoint-
ment, was also likely to be hotly
debated as internal divisions
emerged ahead of the start of the
congress, th?gsaid.

- Internal divisions came to the
fore during Cosatu’s central com-
mittee meeting in June, where the
federation adopted a resolution
that all affiliates contribute R1
per membes*to be used for activ-
ities linked to the generai election.

The adoption of thia resolution
was used by Sasbo’s Durban
branch to call for the union’s sus-
pension from Cosatu until after
theelections. . . °

Sasbo's membership base is
traditionally conservative. How-

" ever, insiders claim that left-wing

elements are growing in influence.

Yot I

Two govt groups offer different maize éxport figures

qé'ﬂ'w

the responsib‘ility”to mspect shipments for ex-

Paul Vecchiatto . m,“z@a&o ‘Ié/m |
SA MAIZE export numbers continue to be clouded by
uncertainty with two government mandated organi-
sations offering widely differing numbers.

For the financial year from April to August, the
Perishable Products Exports Control Board, which

MPUMALANGA

.

FREE STATE

NORTHWEST KWAZULU-NATAL

port, has said that it has inspected 385 581 tons of
maize, while the SA Grain Information Service has
declared that 239 000 tons has been exported.

Grain information service maize information com-
E;er Ferdi Jacobs said part of the discrepancy may

because not all maize earmarked for export had
left the country yet. .

The information service was formed out of the
now-defunct maize board as a means of getting in-
formation about maize to the market. Its latest num-
bers go asfar %A% ,

‘The Perishable ucts Exports Control Board
refuse to comment on their numbers as the organi-
sation saw itself as an impartial inspectorate for ex-
port shipments. : :

Since January, the exports control board has in-
spected 739 599 tons of maize for export.

However, the industry operates on an annual
cycle from May to April. The elevator operators, the
companies which load maize on to ships at ports, say
tAhey have handled about 200 000 tons of maize since

ril. T .
pAgriport said that it had loaded 160 000 tons of
maize, of which 25 000 tons was white maize, and
Durban Bulk Shipping had handled about 16 500
tons white and 18 600 tons yellow, —I Net-Bridge.
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MAIZE INDUSTRY

STORM CLOUDS GATHE
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FARMERS’ FINANCES

As a huge maize surplus looms, farmers look to he ge }helr bets

aize farmers are starting to worry that

the torrential rains battering the sum-
mer-rainfall area — usually so welcome in
January and February — could put them in
a precarious financial situation.

The maize surplus from last season is an
uncomfortably high 1,95 Mt. This season
farmers plan to plant an additional
200000 ha, taking the total area under

R627/t for white and R650/t for yellow
maize on the December contract).

The latter levels also show the benefit of
the recent sharp drop in the rand — on
December 1, December futures stood at
R608/t for white and R631/t for yellow
maize. The low rand increases import
parity prices for maize landed at SA ports
— directly affecting domestic prices Wise

maize to about 3,4 Mha. If the rains con- | farmers now watch their computer
tinue, they could produce a screens for sudden moves in
crop of 8 Mt-10 Mt. »»We could be facing  the rand's exchange rate, as

“That could lead to an gp unmanageable
unmanageable surplus — and surplus and plummeting
maize prices in 1999 ¢
Michael Harrison,
cultural division of RMD Finan- AMD Financial

plummeting maize prices in
1999, says Michael Harrison,
head of research at the agri-

clal Services, a member of the Services
SA Futures Exchangg{Safex).

much as they watch the skies
for signs of rain. But too many
farmers stilt rely on forward
selling contracts alone to hedge
their bets — and could be
caught napping in 1999.

With total farm debt of about
R20bn and high interest rates

He recommends fatipers and
bankers take urgent action to hedge them-
selves against disaster by buying [utures
contracts on the Safex agricultural mar-
keting division (AMD)’s market — as well
as put and call options on these contracts.

Some farmers may already be heeding
the advice. Safex AMD GM Rod Blondin
says since the traded maize options mar-
ket was launched in March, monthly vol-
umes have grown from 20 options in
March to 435 in July and 1 479 in October.
Maize futures volumes have also in-
creased dramatically since their launch in
the first quarter of 1996, with about 71 000
contracts traded so far in 1998 — rep-
resenting 7,1 Mt of maize.

Blondin says there has been a 250%
increase over last year in the volume of
grain futures traded
in 1998, But trading
dropped sharply in
October and Novem-
ber, This could be be-
cause many farmers
have realised they
missed the bus to
hedge themselves at
levels of R800/t for
white and R700/t for
yellow maize earlier
this year (compared
with current levels of

6/7/98

forcing many farmers to seek
cheaper Land Bank financing, maize fu-
tures prices are genetally heading down-
wards (see graph). With real farm values
steadily declining under the combined
threat of high interest rates, falling real
incomes, political uncertainty and gallop-
ing crime (70% more farm murders than
last year), bankers have to move to safe-
guard their security.

Standard Bank agriculture consultant
Peter Jackson says “the 3,8% increase in
the value of agricultural land sold during
1997-1998 is worrying in the light of the
effect in real terms of inflation and a
relatively negative expectation of future
events.” If sociopolitical stability declines
further, so could real land prices, he says.

Export-focused areas such as the West-

Yellow maize

3/8/98
1/9/38

" MAIZE FUTURES: HEADING SOUTH

Closing prices of July 1999 futures contract: white & yetlow maize

ern Cape and cattle and game ranchers in
the Northern Province are experiencing a
relative increase in farm values. But maize
farmers — and their financiers — are at
risk.

“Banks with agricultural or agro-
processing exposure should insist that
their clients cover price risk adequately,”
says Brendan  Bailey,  agricultural
economist at the Land & Agricultural Pol-
icy Centre.

“The worst case would be a low maize
price, coupled with sharp reductions in
land prices, changing the value of col-
latera] on loans and causing complications
in the banking sector.”

Though he isn't suggesting a banking
collapse, Bailey says banks must move
smartly to cover themselves. A combi-
nation of put and call options, futures and
forward selling contracts would safeguard
marketing in 1999, he adds.

But Harrison says marginal maize farm-
ers should opt for less risky — and less
costly — farming options like becf pro-
duction. Maize input costs are estimated
at about R2 000/ha, and if the worst hap-
pens in 1999 there could be a “"book loss”
of about R800/ha, hitting banks as well as
farmers. Banks, he says, could face a
R3,2bn book loss in 1999,

"With millers, farming co-operatives (on
behalf of farmers) and banks all trying to
talk the price up or down, the lack of
transparency regarding available stocks
and the crop outlook just adds to the
confusion,” says Hamison He predicts a
disastrously high 3,15 Mt maize surplus by
the time the curtent marketing season
closes on April 30 1999.

Traditional export markets in Africa and
the Far East have been reduced because of
good weather and international financial
problems Countries like Argentina are
also offering cheaper maize

Sentraalwes CE Hennie Davel, whose co-
operative company controls about a third of
SA's total maize crop, says: “Our current
stocks are at about the same levels as last

year and many farm-
ers still have to plant
Davel says three
variables — the cur-
rent growth season,
world maize prices
and the exchange
rate, and stocks inside
SA — will determine
whether farmers sell
% their crops on the
= spot, forward or fu-
& tures markets.
= Arnold van Huyssteen

1

SOURCE SAFEX
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é By DON ROBERTSON

MAIZE farmers are expected toincrease
production this summeér in spite of an
existing oversupply from last season
whicli is proving difficult to export.

Early indications from the National
Crop Estimates Committee report farm-
ers' intentions to plant an additional
200 GOOha of maize this season. White
maize- production will increase 7.5% to
1.933-million hectares, compared with
1.797million hectares last summer. Yel-
low maize production will rise 5.5% to
1. 223-rmlllon hectares (1.158-million
hectares last year). Total plantings are
expected to rise to 3.156-million
hectares from 2,956-miilion hectares.

The committee points out, however,
that these estimates are based on pro-
jections in November. Factors like rain,
contracts and price movements can
influence actual planting.

The increase of about 136 000ha of
white maize plantings is largely due to
good rains which fell over most of the
production area, while the rise in yel-
low maize plantings is the result of rel-
atively low price of white maize, says
the report.

Farmers’ apparent enthusiasm may
be counteréd by a report from the agri-
cultural division of RMD Financial Ser-
vices, which notes an oversupply of
white and yellow maize as the new sea-

ynf12E

Py
:}.3

carry-over at the end of this season.

The report declares itseif optimistic
about production this season, but re-
mains pessimistic about sellmg the
oversupply.

It says there will be an even larger
carry-out into the crop year 1999/2000,
and draconian measures will have to be
taken by both the farming community
and the banking community to ensure
that the maize farming sector does not
do itself irreparable damage. .

RMD is concerned because interna-
tional prices have fallen as other large
producers have also experienced sub-
stantial surpluses.

In addition, many of South Afncas
traditional markets in Africa have ex-
perienced economic difficulties as a re-
sult of the South-East Asia crisis, and
also civil and political turmoii which
will force them to import from the
cheapest exporter if they can.

International markets such as those
in Iran, Irag, Japan, Mexico and
Venezuela are also looking for cheap
imports, and Argentine, Europe and the
US stand to benefit. N

Making provision for poss:ble
changes as a result of climatic condi-
tions and other factors, the RMD report
says that “a continuation of the over
supply trend will result in considerable
farmer and bankang losses during the
next year or two".
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PRETéRlA —The current oversupply of

maize,¢6uld have a disastrous effect on

the profitability of farmers and millers

and the fiiture of maize farming, RMD Fi-

ndncial Services agricultural division said
in'd special report. .

The report, Crop Estimates and Bal-
ance Shéet, said the oversupply of maize
in the Current marketing year to next April
was large and likely would be difficult to
sell. “The situation for the coming year is
no better... [ am ... very pessimistic
about the potential for disposing of the
grains,”, RMD head of research Michael
Harrison said in the report.

He foresaw_an even larger carry-over
into the 1999/2000 crop year and believed
that draconian measures would have to
be taken by the farming and banking com-
munities. These measures would be nec-
essary to ensure that the maize farming
sector was not irreparably damaged.

The report estimates that carry-over
stock will have increased by the end of
the marketing seasen in' five months time
by L-illion tons to 1,3-million tons of
white inaize. In the case of yellow maize,
thé} liicrease will be to 1,8-million tons

" frgm 1.3-million tons. TS SR
The average farmer,fi;iapcing"a»stock .
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sector

” ﬂevel {500 tons in silo through a banic will

need to account for R110 000 additional
cost a year. Banks should be nervou$and
although there are no signs of any: forced
selling, the combined effects of oversup-
ply, falling prices and high financing costs
must be making inroads into their:con-
fidence.” Traditional- markets in, Africa
were either drying up or have created
economic environments which didriot al-
low for the same buying patterns of the
past years. . L
Kenya announced six months ago that
it would not be importing any more maize
this year while Angola, Congo, Lésotho,
Swaziland, Zimbabwe and Zambia were
taking up less of the grain for different
reasons. o "
“The surprising exception appears to
be Mozambigue whose experiment in us-
ing SA farmers to recreate their agricul-
tural heritage appears to be highly, suc-
cessful ... SA’s marketing ability in global
markets needs to be examined closely.
The potential must exist for market relat-
ed sales which could alleviate the over-
supply.... The closure of state marketing
boards may be a reason behind the per-
ceived inability to unify a .Mmarketing

" thrust: Failure, to. providé ayidommercial
. alternative will almost ‘certainly.ieave:5A

-apoor second.inthe (global) salesrace.”
. : Jsages
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threat from neevv

Lou:se Cook .mﬁVZE'

PRETORIA — Proposals by the Board on
Tariffs and Trade on a new tariff structure
for imported flour could wipe out SA’s
R4bn a year milling industry as well as the
milling sectors of Southern African Devel-
opment. Community (SADC) countries,
says the National Chamber of Milling.

This was revealed after a special in-
vestigation into the-EU's Common Agri-
cultural Policy, the chamber said. The in-
vestigation by some of Europe's top for-
mer milling executives backed by the EU’s
official journals showed that on the face
of it, the EU was reducing subsidies on
wheat and floar but in reality could raise
them in terms of hidden clauses negoti-
ated with the World Trade Qrganisation.

National Chamber of Milling CEQ Jan-
nie de Villiers said if the board ignored
the findings of the investigation it would
be “disastrous” for SA and other SADC
countries who had none of these cush-
ions and had greater transport and fi-
nancing costs. “It is not the fact that the
board wants to downphase the tariff to
zero and set up- antldumpmg and coun-
tervailing duties that is of concern, but
their pace of tariff reduction compared to
that of the EU is far too fast for a devel-
oping region like SADC.” |

“The EU’s tariffs on imported flour and
wheat are far higher than those of SA. In

addition, there is a system of roll-over
subsidies that only came to light from our
investigation, The EU can fall back on the
roll-overs system and wipe out opposi-
tion at any time.”

The EU’s high tariffs and roll-cver sub-
sidy system coupled with an unrealisti-
cally rapid tariff reduction policy of small-
er trade partners put EU member states in
a position to play for time to stage “hos-
tile take-overs” of third world markets.

An EU grain trade investigator warned
in a report to the chamber: “The Euro-
pean milling industry retains sufficient
margin in its internal sales revenue {(do-
mestic market) to survive on marginal
costs for a considerable portion of its
third country exports.”

A source said the board planned to
have the current 50% fixed tariff on im-
ported flour adjusted to a tariff equal to
the tariff on imported wheat (which
varies according to a formula linked to
global prices), multiplied by 1,5 plus a
percentage. The percentage would kick in
at 40% and reduce to zero over five years,

SA’s zero tariff on wheat and 50% on
flour pales in significance to the EU’s
wheat tariff of 73% and 183% flour tariff..

The tariffs and trade board was not
available for comment yesterday, but was
believed to have its proposed new im-
ported flour tariff structure ready for sub-
mission.
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HARARE — Zimbabwean Industry and
Commerce Minister Nathan Shamuyarira
has announced immediate plans to move
35000 tons of grain to end what he ad-
mitted was “a critical maize meal short-
age” affecting Harare, Mutare, and many
centres in the east of Zimbabwe,

Riot police were again out in force yes-
terday to quell possible distiirbances trig-
gered by the meal crisis and attempts by
commuter minibus drivers to impose a
20% fare increase.

Many drivers stayed off the roads yes-
terday, leaving commuters stranded, af-
ter police checks to enforce a transport
ministry ban on increases which, drivers
said, were made inevitable by 66% fuel
price hikes and soaring costs of spares.

Shamuyarira's statement on Tues-
day — conceding that maize meal prob-

lems stemmed from the state-run Nation-

al Railways of Zimpabwe — came simul-
taneously with Lands and Agriculture
Minister Kumbirai Kangai accusing
millers of contriving the shortage in a bid
to force up the retail price from its cur-
rent statutory Z$6,/kg maximum,

i The government-controlled Herald re-
ported that on Tuesday millers took
Shamuyarira to the depot of one of Zim-
babwe’s major companies “to Investigate
reports that it was holding maize stocks
to create an artificial shortage.

“The reports were, however, false ...
by yesterday afternoon the company had

Jreceived 24 wagons of maize, enough to
» kmeet consumer demand for two days.”
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Earlter'this week Shamuyarira said the
maize should have started flowing into af-
fected areas by Monday, and it was ex-
pected that the situation would be back to
normat by yesterday. A standing commit-
tee had been established to monitor the
situation and eliminate bottlenecks.

Kangai told the state-run Zimbabwe
Broadcasting Corporation on Tuesday
there was more than 200000 tons of
maize in depots nationwide, more than
enough to last until the pending harvest,

Continuing official paranoia that Zim-
babwe's economic woes stem from pri-
vate sector machinations has also been
reflected in a statement by Reserve Bank
governor Leonard Tsumba. He said he
suspected “pressure besieging the local
currency had other origins than the levels
of foreign currency inflows”.

Banks have been told to hold the Zim-
dollar below 50 to the US dollar but earlier
this week Tsumba told The Herald the lo-
cal currency remains “51% undervalued™.
He said the Zimdollar had again depre-
ciated at a time of foreign currency in-
flows when “the market was supposed to
have discounted the negative sentiments
that had caused panic”.

Tsumba's optimism that International
Monetary Fund will boost the currency by
releasing $88m budget support is not
shared by many private sector observers.

They fear more damage to the nation’s
reputation for observing the rule of law:
contempt of high court orders for the re-
lease last month of Sunday Standard edi-

-tor: Mark Chavunduka, held by military

police after reporting a military coup plot.
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Dar es Salaam — Traders see
South Africa as a likely source of
maize to fill an import tender
launched by Tanzania yesterday
Asked what the source of the
imports would be, one senior
trader said: “South Africa, I
would imagine. That's the only
country I know that would be
able to meet that demand. It's also
easier to manage with freight.”

ported 4400 tons of maize of his
own at a price of $150 a ton from
South Africa and did not believe
any bids would vary significantly
from that figure.

The Tanzanian government
invited bids yesterday to supply a
total of 75000 tons of grade one
white maize to alleviate a food
shortage.

Maize production from the
short rainy season between Octo-

fall by 60 percent as a result of re-
duced rainfali, United Nations
agencies said earlier this month.

Yesterday’s invitation for the
supply of the maize was con-
tained in two tender documents
from the Tanzanian Central Ten-
der Board. The deadline for bids
to supply 50 000 tons was March
10, while bids for the supply of
25000 tons have to be submitted
by February 18.




Brake on exports as SA maize

prices.climb to daily hig%

SOARING maize prices in
SA are putting the brakes
on exports, as continuing
high temperatures precip-
itate a price rally,

John Gordon, chairman
of the S5A Grain Shippers’
Association, said that ex-
porters were turning to
cheaper - sources else-
where to {ill orders as hot
and dry weather contin-
ued to wither the local
crop, fuelling the price
rally.

*We know of two ship-
ments to Mexico which
have 'beén substituted
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. . are climbing to new highs

. conversation in the farm-
.ing woFld is rain, rain ‘and
‘rain,”’said Michael Harri-
_son of RMD Financial Ser-

‘could impact seriously on_
~-the country's" foreign -ex-

.adding between R15 and
‘R23. C

" 50% ‘since late January,

‘maizé, ‘used ‘for animal
{ feed, dipped on concerns

prices’ would ‘encourage
“erm,Cape province to pur-'
offshore., |

I “Argentinean ' yellow .
| maize s’ competitive to’

with US corn... Another
25 000-ton order for white
maize from Tanzania has
also been filled with US
grain,” said Gordon, whois
also MI} of leading trader
Andre Genfood.

“Existing contracts are
being executed at contract
minimums ... SA cannot
compete in the export
markets at levels so far

‘above world prices.”

coastal feed mﬁ; s% (j»q
spite the R85 import duty.
Up to 200 000 tons could
easily be imported this
year,” Gordon said.

SA’s traditional export
markets, primarily for
white maize, include sub-
Saharan Africa, southeast
Asia and ceptral America,

- Reuter, m ﬁ%

As temperatures
across SA’s maize belt ex-
ceed 35°C and rain-clouds
remain absent, prices for
white rpaize in particular

daily.
“The only subject of

vicesin his daily miarket
report,
. A .decline in exports

change reserves, On the
other hand, a build-up of
maize domestically couid:
eventually force prices
down. o ‘

Yesterday futures con-
tracts for white maize — a
traditional staple in Africa
— rose across the board,

May white maize,
which .has soared nearly

was trading R15 firmer at
R875. July white put on
Rl6toR844. - b
" Contracts. for yellow

that heady .domestic
coastal buyers i the West-*

chase grain more cheaply
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BOTHAVILLE — A new. projéct, whlch aims to rféscue
strugglmg maize farmers by prowdlng them w1th'§1[ter-
hative jobs as-mentors to emerging maize farmers; would
klcke off this year if the National Malze Producers Or-
gamsatmn (Nampo) raises enough t money ‘

;A Nampo working group will fac1lltate the pro;ect Its
chairman WH van Zyl said not all inaize producers want-
ed td stay'in subslstence farming, while there was a need
toretainthe SkllIS of commercnal farmers

- Indications are that several commercial farmers par-
tlcularly in the Free State and:North West Pnovmce
where'severe crop damage occurred, may face problems
repaying bank production loans. Nampo chairman Japie
Grobbler said: “There will be no more assistance from
government — we have a duty tg set' up: prograrnrne for
those who lose their land through no fault of their own.”

The working group found there was a shift away from
yellow maize production to white maize in the'past two
years. The area planted with maize since; 1993 dropped
by 14%, but the decline was offset by the mcreased plant-

mg of sunflowers ground nét? %d frgie%& ‘f
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warns-on EU move
mﬁ IZt.

Lou'ise Cook

THE R4bn-a-year milling industry warned at the weekend
agamst moves by the European Union (EU) to introcduce

“payments for farmers’ stewardship” and “upkeep of the
countryside” during the next round of World Trade Or-
ganisation (WTO) trade ne tiong due to start at the
end of the year. i é Z S’

Indications are that the EU is planning to boost its
“agri-environmental scheme” to keep farmers in busi-
ness when lucrative production and export subsidies of
R250bn a year are scaled down in lin€ with WTO inter-
national trade requirements.

SA’s food and farming sectors and those of many oth-
er developing countries are hard hit by the subsidies to
European farmers.

National Chamber of Milling CEO Jannie de Villers
said EU commissioner for agriculture Franz Fischler re-
cently identified new areas of support which would can-
cel out the effect of scaling down or scrapping produc-
thn and export subsidies.

+Fischler recently said that the subsidies were pay-
. meént for, services which Europe’s farmers have so far
provided: free"of charge, namely stewardship and; ,up-
 keep of the: country51de and that the EUJ‘hqd Ao'contine
WL properly rewardmg what agnculture ‘*cloe;‘ifop;gl:!'*m@-
n{wmnment"* ‘He froposed that more fuind A
“ “for agrivenyifoninental programmes. ° R &
1% *The SA thilling industry recently” 1aunched-af’s15‘et~ja1
* investigation into the EU's Common Agrlcultural Pohcy
""The probe was. done by some of Europe 5 top fm;
. millihg execttives: followmg proposals bysthe‘,boar
tarlffs and tradé to, &d]usr the tariff on, xmported“io
g s - The’ probe showed that.on the face,of it SDEE
| kreducmg product:on -subsidies on'whieat .anfl: fﬁ'
7’|.-was able toraise the sub51d1es agam due 0 hldden
st “roll-ovérs". e e ;\ ’ @.‘,gm
*The ‘contentiois” claiises were. ﬁégﬁtiﬁtéﬁiwit e
‘ WTO ‘at the last round'of international trade negotaapon:s
in 1993 The‘probe showed that the ELJ cbulq fal]lba K
|-théroll-over éystem and wipé ouf oppos:nou‘ f);om tr‘ét‘qlé
fipetitors, tauytlme‘ Aybui
; lndmatlo 1 "Are’ ’tliat,ﬁschler has the ‘B k:
d:rector—general pf development Philip. Lowm h
o boost the ‘payments. Lowe was the, EUsi¢
“tiator if. the SAJEU Tree trade deal’ that“, :
lme at,”the énd' of last year. ﬁ
\
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HARARE — Maize output in
southern Africa is expected to rise
in the cropping season to April be-
cause of better rains and increased
plantings, according to a report re-
leased by a regional feod security
unit yesterday.

“Inresponse to good early rains

maize production predicted torise tk

and adequate supply of plantm harv

seeds, the area under maize has
greatly increased compared to last
year,” the Southern African Devel-
opment Community’s early warn-
ing unit said in its latest bulletin.
Indications were that maize
output would surpass last year’s

S€ason
,Mnm)!l%%l—low-

ever, excessive rains threatened
yields in Malawi, Mozambique,
Zimbabwe and less so in SA, Zam-
bia and Swaziland. Flooding de-
stroyed 18 000 hectares of crops in
Mozambique and about 4000
hectares in Zimbabwe. — Reuter.
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féices huge maize shortage
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ReglorﬁLEountrles must also be fed from low crop yield

Preténa Bureau ey

outh Afrwa’s granary is
Srapully reaching crisis

point as the country is
faced with a massive shortage
of maize. From a low harvest
expected this year; South Africa
is also committed to feeding
other regional countries.

Japie Grobler, vice-presi-
dent of the South African Agri-
cultural Union and president of
the National Maize Producers’
Organisation said in Pretoria
vesterday that it was now ex-
pected that the crop would
reach 5,81 million tons instead
of the 7,26 million forecast two

weeks ago.
Low yields were also ex-
pected in other grain crops due

to scorching heat and low rain- -

fall.

“Poor climatic conditions
have been the major cause of
this shortfall. Some farmers in
the maize-growing areas have
told us that their crops are up to
30% below expectations, and
that is bad news,” Grobler said.

It was expected that once the
season was over there would be
a shortage of 1million tons -
“However, we have commit-
ments to neighbouring ecun-
tries and this would further di-
lute the figure.

“Zimbabwe has told us that

TF/E/77

they need 400 000 tons, Zambia
between 300 000 and 500 000 tons

and Namibia about 60 000 tons.

We don’t know as yet what
Mozambique’s requirements
will be,” Grobler added.

The first tenders for the pur-
chase of maize from other
countries have already been
prepared, and it is expected
that the first shipment of Ar-
gentinian maize will be landed
within the next few weeks.

The SAAU has also warned
that there could be layoffs.

Climatic conditions have hit
the indusiry’s foreign exchange
earnings, dropping from a high
of Rg-billion over the past few
years to R4-billion last year:

[FRte
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Louise Cook

PRETORIA — An agriculture depart-
ment move to set up controls for im-
ported genetically modified food, at
the height of a severe maize short-
age, was set to delay the release of a
batch of yellow maize shipped in at
the weekend.

The move could lead to animal
feed factories grinding to a halt if as-
sessments of the maize aggravated
already short yellow maize supplies,
Animal Feed Manufacturers Associ-
ation spokesman Hansie Becker
warned last week.

Feed factories needed 3-million
tons of maize a year for the agricul-
tural market and if the shipment was
not immediately available, and first
had to be assessed, large poultry
producers steod to lose significant
numbers of young chicks, Becker
said. “The industry is up in arms. We
were taken completely by surprise.
Manufacturers are at a loss as they
cannot find any local yellow maize —
they simply had to import.”

Becker said maize prices could
rocket even further if manufacturers
were to start using white maize as an

Tests coyld delay vital

bh 2%

MAIRE

alternative. The furore comes in the
wake of an agriculture department
decision to set up a new directorate
from the beginning of next month to
assess all consignments of genetical-
ly manipulated food and commeodi-
ties imported into the country.
Industry was reportedly not
aware of government’s new mea-
sures and had no chance to make
provision for the extra time that
might be needed to test the imports.
Imports are normally tested only for
the usual phyto sanitary require-
ments of health and quality, but the
department’s new directorate would
focus exclusively on genetically
modified foods and commodities.
Genetically modified seed, com-
mon in the US, is still new to SA. Last
year saw the first local planting of
genetically engineered maize and
cotton in the country. To produce
the seed, genes from different organ-
isms are used to strengthen specific
traits in the plant, usually to boost
resistance to pests and disease.
Agriculture department assistant
director Kelly Lekoape said the time
needed to assess genetically manip-
ulated commodities would depend

. .
on several factors including whether
or not the imports could affect the
safety of humans or whether it was
for animal consumption only. The
particular batch of maize would be
assessed to find out if any proteins
could cause allergies, she said.

Monsanto seed produced in the
US had already been assessed by the
department. H this week's batch of
maize contained only Monsanto
seed, its release into the market
would not take long, but if it con-
tained seed from other organisa-
tions involved in genetic manipula-
tion, clearance was likely to take
longer, Lekoape said. “if it is not
cleared, it will be sent back.”

An expert on genetically modified
material said the department was
being unnecessarily cautious as all
testing of the product was done be-
fore its release onto the market.

A scientific unit of the US govern-
ment had already found that genet-
fcally modified maize did not contain
any harmful proteins. He said the de-
partment was in a quandary as to
what to do in the absence of legis-
lation dealing specifically with ge-
netically adapted food.
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Malze tariff will pump up stock farmmé costs.

LOUIse‘Cook
Lousiceor (1) M1
PRETORIA R7bn-a-year an-
imal-feed sector yesterday sharply
criticised government for allowing
an jmport tariff on maize when a
shortage is being experienced, say-
ing this year's import duties on yel-
low maize will add another R72,4m
to the costs of animal feed.

Maize farmers were being

priced out of the market while live-
o\

stock farming in SA was likely t
shrink significantly due to the

prices boosted by the import tariff.

SA is experiencing yellow maize
shortages of 862 000 tons of which
61 000 tons have already been im-
ported. A further 180 000 tons have
heen ordered.

In terms of a formula thrashed
out four years ago with the Board
on Tariffs and Trade, a tariff comes
into effect as soon as international
maize prices drop below $110.

The idea is to protect local
farmers against subsidised im-
ports, from the US and the Euro-

R84/ton tariff on maize, the Animal\pean Union.

Feed Manufacturers Association
(Afma) said yesterday. N
Afma chairman Mungo Griessel

said the feed sector expected
drop in sales at the end of the sea-
son due to high yellow maize
i,

j3ES]

However, Meadow Feeds pro-
curement director Heiko Koster
sald changes in the exchange rate
and the weaker rand already af-
forded local maize producers a de-
gree of protection which they did

v 1\ ul“-' [§

not have when the formula was
agreedin 1995,

“Under the circumstances, the
price (that justifies a tariff) should
come down to $90.”

The board was reviewing the
tariffs for maize, but Koster said
changes were needed o kick in be-
fore too much maize was imported
in the next few weeks.

Griessel said that the tariff was
inflating the production price of
eggs by 8¢ adozen and milk by 2¢/l.

“Pork farmers are not making
any profit. The tariff has pushed up
their costs by 18¢/kg.”

Afma warned that if the local
livestock market shrank any. fur-
ther, SA maize farmers would be-
come increasingly dependent on
the export market.
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Fruif exports deal tak
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Marc HASENFUSS

CAPE EDITOR

Cape Town-The Ashwood Group,
a little-known Franschoek-based
agricultural products exporter, is
get to shake up South Africa’s
fruit exporting industry.
Company insiders said vester-
day a major deal is on the cards
with several smaller players in
this recently deregulated market.
Sources said the deal would
make Ashwood one of the biggest
fruit exporting concerns in South
Africa behind established players
like Capespan and Interirade.
David Kenny, the chief execu-
tive of Ashwood, confirmed
sggmething big” could be
announced shortly, but declined
to offer more details.
Industry sources speculated
that Ashwood would link up with

a number of smaller fruit export-
ing concerns thathave sprung up
gince the industry was deregulat-
ed two years ago.

“Ashwood are a dynamic and
enthusiastic bunch when it
comes to agricuitural exports and
joining up with other players
would give them critical mass
and result in further consolida-
tion in the fruit exporting
industry,” said one. -

Kenny said the company,
which would turn over more than
R200 million in the financial year
9000, still had a JSE listing in its
sights but would wait for market
turbulence o pass.

“We think it's‘a good idesa to
list ... we are growing fast which
does put a lot of strain on cash
flow.”

Kenny said Ashwood had al-
ready sold equity to Denny
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Mushrooms, which was recently
bought out of the Tongaat-Hullett
Group by management.

“Depny has bought into us as
we are looking at doing some
exporting for their products.

“Denny’s good at growing
mushrooms and we are good at
marketing agricultural products
ovérseas.”

He said Ashwood exported
fruit, wine and rooibos tea to the
UK, Eurcpe, Japan, North Ameri-
ca and South America.

Kenny said Ashwood Fruit
had secured big contracts in the
UK and Eurcpe, including a
ucrative supply agreement with
Safeway, the UK retailer, for more
than 2 million cartons a year:

The company's rooibos tea
division, Cape Natural Products,
recently clinched a R1 million
deal in Japan.
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