News Review

‘Maize market reform
has failed SA consumers’

The deregulation of the SA maize market has not benefited con-
sumers, SA maize meal prices remain the highest of all maize- pro-
ducing countries in the region, even though mean $A wholesale
maize prices are low compared to its regional neighbours. The rel-
ative lack of small millers in SA may be a primary reason.

This is a finding of a study by two
academics of the department of agri-
cuitural economics of Michigan State
University, US, Lulama Ndibongo-
Traub and Prof TS Jayne.

Entitled The effects of market
reform on maize marketing margins
in SA, the study results, produced in
2004, indicate that real maize
milling/retailing margins in SA have
increased since the deregulation of
prices and reform of markets in 1997.

“"Controlling” for disturbances in
“reather, wages, mxchange rat- Ievels
and volatility, infla ajustad ma
gins accruing to miilers and retaiiers
rase 29%, 10 42%, betweoen 1997 and
2003, it says. Simulations indicated
that the deregulation of prices has
Caused a 16-20% increase in the
mean retail price of maize meal since
1997.
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By contrast, ex post studics of the
Impact of maize marke: reform in
neighbouring countr 2., such  as
Zimbabwe, Zambia, Rozambigque
and Kenya, have found that in gener-
al, reforms led t lower maize
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terms, according to Irau:) and Jayne.

Maize wholesale pices in SA are
generaily helow those in neighbour-

ing countries in the region, when
denominated in US dollars. And
besides a brief drought episode in
2002 and 2003, mean inflation-
adjusted producer and wholesale
prices have actually been lower since
the deregulation of maize prices than
during the control period.

The simultaneous downward
pressure on producer prices and
higher maize meal prices clearly sug-
gests problems in the downstream
stages of the marketing
system, say the authors.

Based on the findings
of the study it is pro-
pesed that the SA govern-
ment needs to develop a
better understanding of
how its policies and the
practices of marketing
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Aiaize meai infiation has
been lower in Zimbabwe
and other neighbouring

agents may be 3ffecting compertiticn
and possibie barriars to entry for new
milling  sad etailing fiees, the
authors say. 1o stait \'\.ltr., govarm-
ment could consider

s The publication and dissemination
of maize meal prices for specific
grades and locations. Had it done so
earlier, it would have been dear earli-
er that maize meal prices have risen
much more dramatically than whole-
S noduer ma ogren pooss
since 1967,

e Tha publication of other kinds of
market information that is readily
and equally available to all inarket
participarts. Information asymmetry
can arixe due to factors such as mar-

cempehition.
e The promotion of alternative sup-
aly chanaels for sourcing maize

The year to end-September 2004 was
a very’ good one, with strong volume
growth in bread ‘sales;s; or. Tiger'
Brands" mllllng -and bakmg dIVISIOI'I
-accordmg Ioa recentﬁpresentatlon by
the executlves of T'ger Brands SAs
largest food company - -

They reported -that the Albany
baking subs:dlary is experlencmg
capacityproblems in Gauteng, it- has
approved a- capacrty increase pro-
gramme: and will- be re-opemng a
bakery: in th West_Randf_whrch “Was
. dosed*a’few edrs.-ago. The: rong
rand also benefi ted the wheat pur-
chases. 0. :

However, they said the maize
milling business was a hard one in
which to make a profit, with intense
rivalry. Tiger Brands has accordingly
embarked on an efficiency pro-
gramme to achieve higher margins,
particularly  involving  increased
degermination to achieve "higher
quality” products.

grain, having it milled and made avail-
able to consumers. The milling fees of
smali-scale mills are typically substan-
tially lower than the margins charged
by large millers and retailers for
putting their meal on retailers' shelves,
Thus, there are potentially large cost
savings to the poor i such informal
maize supply chains can he further
developed,

= Reviewing 1ihe conseguences of
recent legislation mandating tha foru-

fication of basic faodstufis,

This logis-
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entry inte the maize miliing indusin
and thus further jeopardizes compet-
tion in maize milling.
Recommendations to exempt small
millers from the forttfication require-
ments were not adopted.

This is especially ironic conqder-ng
that vitamin tortification cannct com
onsatr for othn
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tages of whole maize meal ’0'*1mun|y
produced by smail-scale mills over the
more refined maize meals, the authors
say. For example, whole meal contains
20% morte protein than highly refined
meal. - {ris van Brecia
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