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netto bedryfsontvangste teen huidige waardes van ongeveer 
R975 261 oor die beplanningshorison tot gevolg gehad bet (sien 
Tabel 2). 

In vergelyking met Scenario Al het die netto bedryfsontvangste 
met ongeveer 31 persent gedaal aangesien daar minder mielies 
en meer sonneblom op lae, medium en hot potensiaalgrond 
aangeplant word. Die daling in mielies op Jae potensiaalgrond 
is ongeveer 36 persent, terwyl die aantal wolskape ook gedaal 
bet. Aangesien minder mieliekuilvoer en mielies vir die 
voervloci beskikbaar is, is daar 'n styging in die witbuffelgras 
aanplantings van ongeveer 75 persent. 

Tabel 2: Vergelyking tussen die verskillende scenario's ten 
opsigte van die huidige waarde van netto bedryfsontvangste oor 
8 jaar en die vernaamste vertakkings nadat die model ge
stabiliseer bet. · 

Scenarios Netto Mielies Aange- Vee 
Bedryfs- LP-grond plante (GVE) 
ontvangste (ha) weiding 
(Rand) (ha) 

Al 1403 599 203 88 200-250 
A2 855181 204 89 200-250 
A3 150 023 264 52 194 

Bl 1385 634 204 88 200-250 
B3 150 916 275 45 174 

Cl 975 261 130 154 128 
C2 528411 131 153 128 
C3 208 711 120 164 151 

Scenario C2: Inagneming van risiko; vaste verpligtinge 
beloop R83 000 per jaar; geen aanvangskudde. 

Soos reeds genocm, word die mikpunt netto ontvangste gelyk 
gestel aan die jaarlikse vaste verpligtinge. Die huidige waarde 
van netto bedryf sontvangste oor 8 jaar het, nadat daar jaarliks 
vir R83 000 se vaste verpligtinge voorsiening gemaak is, 
R528 411 beloop (sien Tabel 2). 

In vergelyking met Scenario Cl stabiliseer Scenario C2 met on
geveer dieselfde hoeveelheid mielies, wolskape en aangeplante 
weiding. Meer mielics word egter in Jaar 1 aangeplant, tewyl 
die netto bedryfsontvangste met ongeveer 46 persent daal. 

In vergelyking met Scenario A2 waarin daar ook vir R83 000 
vaste verpligtinge voorsiening gemaak is, maar risiko nie in 
berekening gebring is nie, bet die netto bedryfsontvangste van 
Scenario C2 met sowat 38 persent gedaal. Alhoewel die vll!_kk,e 
van beide mielies en wol~kape afgeneem bet, bet die relatiewe 
belangrikheid van skape op aangeplante weiding aansienlik 
verhoog. Die gebruik van beide mieliegraan en mieliekuilvoer 
as voerbronne vir die skape bet verminder, terwyl meer son
neblom aangeplant word. 

Scenario C3: lnagneming van rlsiko; vaste verpligtinge 
beloop R95 000 per jaar; geen aanvangskudde. 

Nadat risiko in die model gefnkorporeer is, kan slegs sowat 
R95 000 jaarliks aan vaste verpligtinge gedelg word. Enige ver
dere stygings in vaste verpligtinge het onuitvocrbare oplossings 
tot gevolg gehad. Tabel 2 toon dat die huidige waarde van die 
netto bedryfsontvangste ongeveer R208 m na agt jaar beloop 
het. In vergelyking met Scenario C2 verteenwoordig dit 'n 
daling van 60 persent. 
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Minder mielies is op beide Jae en hot potensiaalgronde geplant, 
terwyl meer skape aangehou is. Dit lei daartoe dat meer wit
buffelgras, selfgeproduseerde mieliegraan en gekoopte voer in 
die voervloei gebruik word. 

In vergelyking met Scenario A3 bet die verm~ om vaste 
verpligtinge te dek met 41 persent gedaal. Heelwat minder 
mielics word geplant, terwyl daar ook minder skape aangehou 
word. Die relatiewe belangrikheid van wolskape as boer
deryvertakking bet egter verhoog. 

4. Gevolgtrekklng 

Die oorskakeling van mielieproduksie na aangeplante weidings 
wat deur vee benut word, verlaag wel die risiko van 'n boerdery. 
Onder risikotoestande word meer vee op aangeplante weidings 
aangehou as wat andersins die geval is. Die inagneming van 
vaste verpligtinge het onder risikotoestande 'n verdere 
oorskakeling na weidings meegebring, aangesien die relatiewe 
belangrikheid van veevertakkings toe geneem het. 

Oor die beplanningshorison word die grootste netto bedryfs
ontvangste egter steeds met mielieproduksie behaal. Oor die 
termyn van agt jaar verhoog mielieproduksie die boer se 
verm~ om vaste verpligtinge na te kom, alhoewel daar oor die 
korttermyn likiditeitsprobleme ondervind mag word. 

Indien die skuldlas posisie van boere in die Wes-Transvaal be
skou word, blyk dit dat die betrokke bedryfsvertakkings 
waarskynlik slegs die jaarlikse vaste verpligtinge geassosieer 
met 'n lac skuldlas sal kan diens. So 'n situasie bring mee dat 
indien 'n hot en selfs 'n medium skuldlas posisie ondervind 
word, die oorskakelingskema nie noodwendig 'n ekonomiese 
uitvocrbarc alternatief vir mielieproduksie op lac poten
siaalgrond is nie. Ongeag die gewassamestelling toon boer
derye met medium en ho! vaste verpligtinge min 
oorlewingsverm~. 

Gegewe die aannames en beperkings van die modelle in beide 
studies, stem die rcsultate met die bevindings van De Jager en 
Van Zyl (1991) in so 'n mate ooreen, dat die gevolgtrekking 
gemaak kan word dat die oorspronklike benadering van gedeel
telike analise in hierdie situasie wel geldig is. 

Die gevolgtrckking dat, alhoewel die Omskakelingskema risiko 
verlagend is, dit nie noodwendig in die huidige vorm 'n uitvoer
bare alternatief vir mielieproduksie is nie aangesien dit die 
likiditeitsposisie van boere nadelig kan befnvlocd, is dus steeds 
geldig. 
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COMMENT: PRICING POLICY IN THE MAIZE INDUSTRY: EFFECTS OF 
PRICE SENSITMTY, INTERDEPENDENCE AND RELATIVE SIDFTS IN 
INCOME 

MB Elliott 
Senior Economist, Maize Board, Pretoria 

In a series of previous articles Van Zyl (1990) and Davel (1990) 
debated the pricing policy of the Maize Board for both white 
and yellow maize. Whilst it is agreed that elasticities are only 
one of a series of factors in the marketing milieu, recent 
research findings shed more light on the subject and need to be 
taken into account. The results pertain to white maize for 
human consumption. 

It has been established that 94 per cent of the maize meal 
produced in the RSA is consumed by the Black population 
~oup (Elliott, 1991). To base income and price elasticity es
timates on the total South African population is therefore er
roneous. Past income and findings on price elasticities of 
demand may therefore be questioned. 

Amongst the Black population alone there are four main lin
guistic groupings, with a number of subdivisions in each group. 
Regional differences are common in the market for white 
maize products. Regional estimates of income elasticity of 
demand for maize meal for Blacks support this premise by ex
hibiting substantial regional differences. Country-wide 
generalisations are therefore dangerous. 

It was established that for Blacks, maize meal in general is a 
no~mal product and not an inferior product as previously 
believed. Van Zyl (1986) estimated the income elasticity for 
whole white maize at - 0,30. This estimate was for the total 
population based on data at the wholesale level. No previous 
estimates were available for maize meal at the retail level. 
Analysis of Bureau of Marketing Research data for 15 000 
Black households revealed that for urban regions in 1985 the 
income elasticity for maize meal was 0,0610 and for all maize 
products it was 0,0474. Rural areas showed income elasticities 
of 0,1961 for maize meal and 0,1471 for maize products. Lipsey 
(1979) describes this type of product as being a normal good, 
that is income inelastic. With such a product the quantity 
demanded increases as income increases but less than in 
proportion to the increase in income. Indications are that maize 
meal, in general, is a normal product and as such will perform 
more favourably in future under a positive economic scenario 
than one of poor growth. 

Certain other specific areas such as the PWV region, do 
however indicate the reverse to be true, i.e. that maize meal is 
an inferior good. This highlights the point about regional dif
ferences and sweeping generalisations being dangerous. 

Grocncwald (1991) and Nieuwoudt (1973) highlighted the 
limitations of data sources within the RSA Published macro 
data should be handled with caution. Bar code scanning has 
been one of the first uncorrupted sources of data which has 
enabled a true fix on price elasticity at the retail level. 

Estimates, based on bar code scanning data collected in urban 
regions, of price elasticities of demand for maize meal at the 
retail level generated for urban regions, indicate maize meal to 
be more price sensitive than previously believed. The price 
elasticity of demand for maize meal in urban regions was es
timated at -0,69 (Elliott and Van Zyl, 1991). This is not com
parable to that estimated by Van Zyl (1986) who estimated the 
price elasticity of demand for white maize for human consump-
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tion at -0,14 at the wholesale level. Elasticity estimates will 
vary depending upon the level at which they are estimated in 
the marketing chain. It is expected that the elasticities at the 
retail level will be more elastic than at the wholesale level. The 
implication of the difference between the results is that the 
Maize Board may well have been following an incorrect pricing 
policy prior to 1987, if market expansion was the goal. Al
though the Maize Board is not the only link in the marketing 
chain, it is important to take note of such findings. 

Figure 1 supports this line of argument. On May 1, 1987 the 
Maize Board was allowed greater autonomy in the setting of 
prices and the establishment of a more market related policy. 
Since that date a significant turn around in consumption of 
maize became apparent. Figure 1 indicates the percentage 
change in the price of white maize versus that of consumption. 
In other words the consumption sensitivity to price changes. An 
inverse relationship between price and quantity is clearly evi
dent in the pre-policy change-over period. 

,: PRICE CHANGE ,: CONSI/MPTIOK CHANGE 
,-,,---- - --- ----- -~ 10 
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" CONSUMPTION CHANCE 11.7 -o.a -7.3 3.7 -11.5 1.2 -2.4 3 2 
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Figure 1: White maize price and consumption changes 

As from 1987 a different pattern is exhibited. Indications arc 
that whilst price sensitivity still exists, the Maize Board has had 
greater success in determining a more market related pricing 
strategy. 

It should however be noted that the years marked with an as
terisk were years in which yellow maize was mixed in with white 
maize due to white maize shortages, which also coincided with 
large price increases. 
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Price and income changes are causally related in terms of the 
reactions of an individual. For example, a substantial price in
crease on a normal product which forms a reasonably large 
portion of the Black's budget is equivalent to a reduction in in
come, with the corresponding reduction in consumption. In 
other words, if market expansion was a priority before 1987, 
the policy for pricing white maize was contrary to this end. 

Figure 2 shows other results of bar code scanning data for ur
ban supermarkets, which according to other research estimates 
represents between 18 per cent and 28 per cent of the urban 
maize sales. Here the relative price of maize meal is plotted 
against the market share that maize meal holds in the urban 
supermarket sector. The relative price of maize meal is the 
price of maize meal divided by the sum of the prices of the 
most important sources of carbohydrate (bread, rice, potatoes, 
instant cereals and maize meal). Once again a more price sensi
tive relationship is displayed. 
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Figure 2: The relative maize meal price versus market share 
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In conclusion, country-wide generalisations arc dangerous. It is 
therefore also dangerous to base policy on generalisations. A 
regional policy approach is deemed necessary for the marketing 
of white maize. 
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VIEWPOINT: SHORT AND LONG TERM PROSPECTS FOR SUGAR AND 
FORESTRY IN SOUTH AFRICA1 

GFOrtmann 
Department of Agricultural Economics, University of Nata~ Pietermaritzburg 

Abstract 

World sugar prices are at present falling and will affect domestic producers' profits detrimentally. Domestic consumers may not benefit 
from lower world prices because they have to buy A-pool sugar. Projections of sugar consumption over the long term suggest that ag
gregate consumption will increase roughly with population growth. Changes in domestic and international sugar policies could have a 
major impact on production and consumption trends. 

Timber prices are now declining after five years of shortages and rising prices. Domestic demand for timber is expected to increase by 2,7 
per cent per year over the next 20 years. Average annual planting rates ranging from 20 000 ha to 35 000 ha have been recommended by 
forestry officials. 

Farmers (and companies) decide on a particular enterprise mix according to the expected relative profitability of enterprises and percep
tions of risk. 

Uittreksel 
Kort- en langtermyn vooruitsigte vir suiker en bosbou in Suid-Afrika 

Wereld suikerpryse is tans besig om te daal en sal binnelandse produsente se winste nadelig bdnvloed. Binnelandse verbruikers sat nie baat 
vind by laer wereldpryse nie omdat hulle A-poet suikcr moet koop. Projeksies van suikervcrbruik oor die langtcrrnyn dui aan dat totale 
verbruik ongcveer met die bevolkingsgroei sal styg. Veranderings in die binnelandse en internasionale suikerbelcid kan 'n groot impak op 
produksie- en verbruiktendense he. 

Houtpryse is tans besig om te daal na vyf jaar van tekorte en stygende pryse. Daar word verwag dat binnelandse verbruik van bout met 2,7 
persent per jaar oor die volgende 20 jaar sat groei, en 'n gemiddelde jaarlikse planttempo wat wissel van 20 000 ha tot 35 000 ha word dcur 
bosboubeamptes aanbeveel. 

Boere (en maatskappye) besluit oor 'n besonder kombinasic van produkte afhangendc van die vcrwagtc rclaticwc winsgewendheid van die 
produkte en perscpsies van risiko. 

1. Introduction 

This paper deals with the short and long term prospects for 
sugar and timber production and consumption in South Africa. 
It also considers factors that may influence production and con
sumption trends. The latter part of the paper considers the 
economics of interaction between sugar:.Cane and forestry. It 
also considers the cane versus timber debate that has been in 
progress in recent years. 

2. Prospects for sugar 

The area under sugar-cane in April 1990 was 375 000 ha after 
declining from over 400 000 ha in 1985 to 369 000 ha in 1989. 
This can be ascribed to the effects of the 1984 change in the 
cane transport scheme, the introduction of the two-tier price 
system in 1985 and the purchase of sugar-cane farms by timber 
companies. The increased area in 1990 has been attributed to a 
slowing down of sales of cane farms to timber companies and 
an increase in small grower production (SASA, 1991:8). 

Sugar production in the 1990/91 season will be over 130 000 
tons less than the average of the previous six seasons (SASA, 
1991:3) owing to unfavourable weather conditions and less area 
under cane (Frean, 1991). This will affect the amount of sugar 
for export as 65 per cent of the season's production will be re
quired for the domestic market (SASA, 1991:3). 

From about mid-1985 until May 1990 sugar prices on the world 
market showed a rising trend, the New York Jpot sugar price 
peaking at 16 US cents/pound (R920/ton) in May 1990 
(SASA, 1991:6). This trend benefited domestic cane growers 
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directly through rising B-pool sucrose prices. The Industry was 
able to repay a substantial portion of its debt, which will be 
reduced to R87 million by the end of March 1991. By August 
1990 the New York price had dropped to 10 U.S. cents/pound 
(R570/ton) owing to reduced offtake and news of potentially 
good harvests in the USSR and India. The market has since 
traded at around the 10 cents (R570/ton) level, although the 
most recent price (January 1991) is 9 cents/pound (R520/ton) 
(Jordan, 1991:2). The average spot price for the 1990/91 
season is expected to be under 12 cents/pound (R690/ton) 
compared with 13,84 cents/pound (R790/ton) for the 1989/90 
season. Average export earnings in the 1990/91 season will be 
about 21 per cent lower than in the previous season (SASA, 
1991:6). B-pool prices arc expected to be lower in the 1991/92 
season at R200 - R2S0/ton sucrose owing to depressed export 
prices. A-pool prices are predicted to increase but by less than 
in the past due to the export element in the A-pool and the In
d.ustrial loan repayment requirement (SASA, 1991:9). The 
A-pool price for the 1991/92 season has been estimated at 
R450 - R470/ton sucrose (Jordan, 1991:2). 

Growers and speculators who had hoped for a repeat of the 
high 1980/81 prices will be disappointed. Although world con
sumption exceeded production in each of the past five years 
and sugar stocks were reduced to as low as 27 per cent of con
sumption (similar to the 1980/81 level), Agri-Africa (1990b) 
maintains that the advent of many substitutes has enabled con
sumers to switch consumption away from sugar easily when 
prices rise. Also, forecasts of increased production relative to 
consumption will lead to declining sugar prices. Owing to 
fewer countries with rigid domestic pricing systems, consump
tion and production arc now more responsive to price signals 




