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Receni developments in the dairy industry ")

by

D.C. VILJOEN,
Dairy Industry Control Board

The dairy industry in South Africa has
on various occasions since 1960 roused
considerable public interest. The large
surplus production during the early sixties
along with international developments
which made it practically impossible to
export further supplies of butter, created
a crises in the industry which could only
be resolved by drastic measures.

No sooner was this crisis over than the
industry found itself in the midst of the
worst droughts in human memory, and
large quantities of dairy products had to be
imported to meet the growing domestic de-
mand. Thus, within six years, the two
extremes in weather conditions were ex-
perienced which greatly complicated at-
tempts to stabilise the industry. An econ-

omically sound and stable dairy industry .

is, however, of national importance, not
only because of the essential foodstuffs
produced but also because dairying is of
importance to a large number of primary
producers; and the contribution this in-
dustry makes to the South African econ-
omy.

The impact of the droughts during the
past number of years on the production of
dairy products can be clearly seen from
the indices in Table 1.

PRODUCTION OF VARIOUS KINDS
OF DAIRY PRODUCTS

The best measure to indicate the devel-
opment in the production of individual kinds
of secondary dairy products, is to compare
the quantities of industrial milk taken in by

1) Also refer to Note under "General",

the respective factories. Comparative in-
takes over the past ten years are given in
Table 2, from which it will be seen:

1. The milk equivalent of butterfat taken
in, increased by about 299 from an
average of 171.8 million gallons during
the basic year to 221.9 million gallons
in 1960/61, and then declined by more
than 25% and amounted during 1965/66
to 3% less than the quantity inthe basic
year.

This decline since 1960/61 must be
ascribed mainly to the droughts prevail-
ing during these years, and because but-
terfat is produced in the more extensive
farming areas from natural pastures.

The big reduction in the price of but-
terfat which 'had of necessity to be intro-
duced during the 1961/62season, resulted
in many cream producers temporarily
losing interest and the subsequent in-
creases in prices could, because of un-
favourable weather conditions, not con-
tribute much in stimulating the output
of butterfat,

The prices of industrial milk used by
the respective manufacturers are shown
in Graph 1.

2. The intake of industrial milk by cheese
factories basically follows the same
pattern as that of butterfat, but the
increase of 30% up to 1960/61 was
followed by a comparatively smaller




TABLE 1 - Indices of physical volume of agricultural output-1947/48to1949/50=100

Index of volume produced during years ending June
PRODUCT 1962 1966 Increase or decrease

Index Index Index Per cent
All agricultural products 174 177 + 3 + 1.7
All livestock products 148 158 + 10 + 6.8
Cattle slaughteredl) 121 138 +17 +14.0
Sheep and goats slaughtered 139 155 + 16 +11.5
Pigs slaughtered 103 125 + 22 +21.4
Poultry products 181 206 + 25 +13.8
Fresh milk 140 152 + 12 + 8.6
Dairy produce 204 172 - 32 -15.7

Source: Statistical Yearbook, 1966.

1) It shouldbetaken into account that cattle numbers declined during this period.

decline (about 17%) which brought the
total intake during 1965/66 to 34.7 mil-
lion gallons, or about 8% more than
during the basic year.

It is therefore clear that the production
of cheese was affected comparatively less
than butter production by theunfavourable
weather conditions. This tendency may
inter alia be ascribed to the fact that
bhutterfat is produced mainly in the exten-
sive farming areas where farmers in
- general, do not provide supplementary
feed to maintain milk production. Cheese-
milk, on the other hand, is produced
mainly in the more intensive farming
areas where producers are more de-
pendent upon this source of income and
must thus provide sufficient feed for their
herds.

With a price difference in favour of
cheese-milk which varied from 25 per
cent to 42 per cent since 1960/61 there is
a further tendency amongst producers to
prefer to deliver cheese-milk instead of
butterfat in areas where facilities exist.
The opening of a single cheese factory,
like the one established at Lichtenburg a
few years ago, results in a direct and

marked increase in cheese production
which largely takes place at the expense
of butter production. This price differ-
ence, as will be explained later, also
influences the diversion of surplus fresh
milk.

3. In contrast with the trends in the
deliveries of milk for butterfat and
cheese, the intake by factories of
condensing milk shows with few ex-
ceptions a continuous increase; and
amounted to about 39.2 million gallons
during 1965/66, which exceeded the
intake during the basic year by more
than 71 per cent.

Because of the price difference be-
tween condensing milk and cheese-milk,
producers tend, wherever possible to deli-
ver condensing milk. Like cheese-milk
condensing milk is also largely obtained
from the more intensive farming areas
where animals usually receive supple-
mentary feed and where the effects of the
droughts were less severe. Because of the
location of the factories, their intake of
milk, as with the cheese factories, is
subject to severe competition from the
more profitable market for fresh milk;
nevertheless, because of the price dif-



TABLE 2 - Production of industrial milk used in the manufacture of different products

Butterfat Cheese-milk Condensing Total
vearlD | (Milk equivalent) milk2)

Million | Index | Million | Index | Million | Index| Million | Index

gal. 3) gal. gal. gal.
Average
1953/54 to
1955/56 171.8 100 32.2 100 22.9 100 226.9 100
1956/57 179.7 105 30.4 94 21.8 95 231.9 102
1957/58 183.4 107 30.7 95 24,2 106 238.3 105
1958/59 178.4 104 35.4 110 27.1 118 240.9 106
1959/60 190.9 111 39.4 122 28.0 122 258.3 114

©1960/61 221.9 129 41.7 130 29.5 129 293.1 129

1961/62 219.4 128 38.4 119 27.8 121 285.6 126
1962/63 200.6 117 36.1 112 31.0 135 267,17 118
1963/64 184.5 107 34.8 108 34.0 148 2583.3 112
1964 /65 171.6 100 34.7 108 33.5 146 239.8 106
1965/66 165.9 97 34.7 108 39.2 171 239.8 106

) Year October 1 to September 30.

A

[o5)

) Milk used for condensed milk and full-cream and skim-milk powders.
) These figures are not strictly comparable since butterfat received from second-

ary sources has during recent years not been included in the total milk equiva-

lent.

ference between cheese- and condensing
milk there is a preference to divert sur-
plus fresh milk to condenseries,

A further factor which contributed
to the reduction in the quantity of butter-
fat supplied, was the practice of the manu-
facturers of condensed milk, during the
droughts, to use large quantities of skim-
milk powder to standardise milk for con-
densing; instead of removing part of the
butterfat which was normally supplied to
creameries.

In Table 3 certain information is given
regarding the sources from which the re-
spective factories received the raw mate-
rials and from this it appears that over
the three years, creameries received only
10.1 per cent of the total intake of butter-
fat from secondary suppliers. This butter-
fat originates from the standardization

of cheese- and condensing milk., The
quantity of butterfat received from second-
ary sources increased over the three
years by more than 20 per cent which
accounts for the fact that the total intake
of butterfat declined by only 5.7 per cent,
since the supplies from primary produ-
cers declined by more than 8 per cent.

Secondary suppliers of cheese-milk
contributed over the three years 17.8
per cent of the total intake. These sup-
plies consisted mainly of surplus fresh
milk which increased by 58 per cent from
1963/64 to 1965/66 and thus more than
made good the decline of 6.5 per cent
in supplies from primary producers..

Of the total quantity of condensing
milk taken in during the three years
more than 22 per cent was received from
secondary sources - mainly surplus fresh




TABLE 3 - Butterfat, cheese-milk and condensing milk supplies, 1963/64 to 1965/66

(a) Butterfat - 1,000 1b

Year Oct. to Sept. Total Primary Secondary
suppliers suppliers
1963/64 73,359.3 66,980.3 6,379.0
As per cent of total 100% 91.3% 8. 7%
1964/65 69, 386.3 62,003.4 7,382.9
As per cent of total 100% 89.4% 10. 6%
1965/66 69,161.4 61,485.4 7,676.0
As per cent of total 100% 88.9% 11.1%
Total three years 211,907 190,469.1 21,437.9
100% 89.9% 10.1%
Increase or decrease
1965/66 on 1963/64 - 5.7% - 8.2% + 20.3%

(b) Cheese-milk - 1,000 1b

1963/64 343,248.9 297,230.0 46,018.9
As per cent of total 100% 86. 6% 13.4%
1964/65 348,059. 8 281,624.2 66,435. 6
As per cent of total 100% 80.9% 19.1%
1965/66 350,779.3 277.910.9 72,868.4
As per cent of total 100% 79. 2% 20.8%
Total three years 1,042,088 856,765, 1 185,322.9
100% 82.2% 17.8%
Increase or decrease
1965/66 on 1963/64 +2.1% - 6.5% + 58.3%

(¢) Condensing milk - 1,000 Ib

1963/64 401,225.9 315,784.7 85,441. 2
As per cent of total 100% 78. 7% 21.3%
1964/65 413,745.8 324,377.9 89,367.9
As per cent of total 100% 78,4% 21.6%
1965/66 464,539. 7 349,9%5.9 114,553.8
As per cent of total 1009 75.3% 24.7%
Total three years 1,279,501.4 990,138.5 289,362.9
100% 77.4% 22.6%
Increase or decrecase
1965/66 on 1963/64 +15.7% + 10. 8% + 34.0%




milk, The quantities taken in increasedby
534 per cent which enabled the manufac-
turers of condensed milk toincrease their
total intakes over the three years by 15.7
cer cent in spite of the fact that the quan-
ies received from primary producers
creased by only 10 8 per cent.

Consumption of butter increased very
slowly up to 1960/61 (when it was even
slightly less than during 1959/60). During
the succeeding three years consumption
increased rapidly, but remained fairly
constant after 1963/64, notwithstanding
the increase of the population. Consump-

tion of cheese follows a similar pattern,
except that the increase in consumption
commenced in 1959/60 and continued du-
ring 1961/62 to 1962/63 and subsequent
seasons - although at a reduced rate.

he pr \,ductlo"x of industrial milk
of unfavourable weather
the production of butter and
1ls “ffrzcted detmment%lly,by

It will be observed from Graph 2 that
the consumption of butter in particular is
strongly influenced by changes in the retail
price. Although an actual dbclmr\ did not
take place during these years (which must
be ascribed to the active sales promotion
of the Dairy Beard) the level of consump- .
tion shows a slower increase from June
1963, after every price rise.

cglwr«red to the higher priced

; fresh and condensing milk,
which )"‘lﬂ»f acccunts for the decline in

t“; production of butter and cheese after
the “CD/M sessnn,

According to Table 5 the per capita
consumption of butter has again declined,

- Consumption of factory butter and cheese, 1955/56 to 1965/66

Butter Cheese

1,000 b As per cent of 1,000 Ib As per cent of

yearly average yearly average
83,198 88.3 26,145 87.0
85,218 90. 4 26,437 88.0
86, 536 91.8 26,649 §8.7
88. 411 93.8 26,768 89.1
9,205 94. 7 27,567 91.6
89,020 94,5 28,287 94, 2
)4, 08 100.2 30,791 102.5
100,978 107. 2 32,673 108.8
106, 209 112, 7 33,706 112.2
106,418 112.9 35,012 116.5
107,016 113.8 36,183 121.4
Annual average 04,235 100.0 30,042 100.0




TABLE 5 - Consumption per capita of butter and cheese

Butter Cheese

All races, Whites, All races, Whites,

1b a year 1b'a year 1b a year 1b a year
1955/56 5.915 29.295 1. 858 9.205
1959/60 5.601 29.066 1. 727 8.962
1960/61 5.467 28,559 1.737 9.075
1961/62 5.668 29,772 1.849 9.713
1962/63 5.925 31.185 1.917 10. 090
1963/64 6.084 31.961 1.930 10,143
1064/65 5.956 31.317 1.959 10. 303
1965/66 5. 848 30.742 1.993 10.480

as from the 1964/65 season, and this can
be ascribed mainly to the price increases.
As butter prices increase more consumers
blend butter and margarine for a spread
on bread and larger quantities of marga-
rine instead of butter are used for baking.

Consumption of cheese, on the other
hand, is less sensitive to increase in
price and according to Table 5 consump-
tion per head continues to increase in
spite of the periodic increases in price
since 1963/64. This difference between
butter and cheese may be accounted for by
the fact that comparatively the increases
in cheese prices were not as great as
those of butter - since May 1963 when the
retail price of first grade cheese was 28c
a 1b it increased up to June 1966 by 7c a
Ib or 25 per cent, while during the same
period the price of butter was increased
from 30c a 1b by 1llc or 36.6 per cent.
The sustained increase inthe consumption
of cheese may further be ascribed to the
fact that many consumers apparently be-
came better aware of cheese only recently
and that the variety of ways in which it
can be used in the home (also as a sub-
stitute for other relatively expensive pro-
tein foods) has only recently been appre-
ciated.

THE MARKETING OF BUTTER
AND CHEESE

During 1960/61 the Dairy Board was
faced with a serious situation because of

an abnormal accumulation of stocks. This
was largely due to the trends in produc-
tion and to a lesser extent to a decline in
the rate of consumption. The Board hadto
cope with a serious marketing problem.
The progressive restrictions of importing
countries to protect their own producers,
clearly indicated that South Africa was
dependent upon the domestic market to an
ever increasingextent. Exportprices were
forced down by intense competition, be-
cause of surpluses in most exporting
countries, to entirely uneconomic levels
and the Board was compelled to introduce
special measures to expand domestic con-
sumption.

The appreciable decreases in the
prices of butter and cheese during De-
cember 1961 provided the Board with an
appropriate marketing opportunity and
care was taken to develop the market fur-
ther so as to secure the greatest possible
benefit out of the situation and also to
promote the domestic consumption of the
two products to such a degree thatarepe-
tition of the 1961 crisis could in future be
avoided.

The Board tackled this task over awide
field and inter alia paid special attention to
the following:



1. Advertising

Because of the per capita decline in the
consumption of cheese the Board had al-
ready commenced with- more intensive
advertising during 1960 to promote the
consumption of this product. This promo-
tion for cheese was intensified during 1961
and butter was also included as may be
seen from Table 6 in which the funds
devoted to advertising are given.

These figures reflect only the amounts
paid each year on advertising through

" public media and include the following:

Daily and Sunday newspapers, periodicals,
bioscopes, posters and the radio. Inaddi-
tion the staff of the Boardpaid more atten-
tion to the advertising of cheese by or-
ganising cheese weeks and staging exhibits
at all the important shows in the country.

The cheese weeks, which had to be dis-
continued towards the end of 1962 because
of declining production, attracted much
interest on the part of the press and the
radio and gained wide publicity which
brought the use of cheese effectively to
the attention of the public. Participation

by the Dairy Board in shows in the larger
centres not only brought consumers and
officials of the Board together and served
as distribution points for advertising ma-
terial, but with the exhibits as points of
contact the interest of the press andradio
was aroused and thereby sympathetic
publicity for the industry was secured.

2. The "More Butter'" Scheme

To expand the domestic use of butter
still further, the Board paid particular
attention to the non-White and especially
the Bantu market which, because of the
large number of Bantu and their great
combined purchasing power, is thelargest
additional future market for butter. Al-
though these efforts were the result of a
surplus, it was the Board's intention from
the start to create a stable demand for
butter among the non-White community
rather than using this market to dispose of
sporadic surpluses.

The future possibilities of butter sales
to the Bantu in the White urban areas are
such that the Board decided for the time
being to concentrate on the areas border-

TABLE 6 - Expenditure on advertising by the Dairy Board, 1956 to 1966

Ceptembor 30 Cheese putter ot
R R R
1956 16, 200 16,300 32,500
1957 11,800 15,300 27,100
1958 11,400 20,400 31, 800
1959 18,700 25,000 43,700
1960 80,000 7,000 87,000
1961 87,300 74,500 161,800
1962 114,700 107,100 221,800
1963 75,300 72,300 147,600
1964 76,000 89, 800 165,800
1965 102, 600 82,200 184,800
1966 72,300 53,000 125,300
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ing on the cities, where the Bantu, because
of their higher purchasing power and con-
tact with the Whites, accepted butter more
readily.

After intensive investigation and expe-
riments the Board decided to make avail-
able half-pound pats of 'table" butter at
25c¢ a pound retail, in accordance with the
"More Butter'" Scheme. This meant that
the non-White market was subsidised to
the extent of 3l/4c a pound. Sales in-
creased rapidly from 7,9001bin December
1961 to 101,400 1b in September 1962.
Even at this stage it was difficult to
provide sufficient quantities of ""table" but-
ter and later ''choice" butter was also
made available at the same subsidy.
Sales continued to increase and during
1963/64 about 11/ million pounds of
butter were sold in the Bantu areas.

Because of the periodic increases in
prices and low production, it was not al-
ways possible to supply this marketin full
(further expansion had to be stopped) and
after 1963/64 sales declined. The de-
crease was, however, not very substantial
which would indicate that the Board suc-
ceeded to establish a permanent market
for butter among the Bantu.

In order to give the needy amongother
races an opportunity to use more hutter,
a subsidy of 51/sc a pound was paidon ad-
ditional "table" and "hcusehold" butter
distributed by registered welfare organi-
zations and local authorities amongst
families which qualified. During 1962/63
about 142,000 pounds of butter were sold
under this part of the scheme, but during
the succeeding year the price concession
had to be reduced to 31/5 ¢ a pound because
of low production. This, along with the
effect of subsecquent price increases re-
sulted in only 89,000 pounds of butter being
sold during 1963/64.

To encourage bhakers and confectioners
to use butter to a greater extent, supple-

mentary supplies of '"table'" and "house-
hold" butter, were, subject to certain con-
ditions, made available to these firms at
the prices applicable to welfare organiza-
tions. Although this price concession also
had to be reduced and similar problems
were experienced in maintaining supplies,
sales under this part of the scheme con-
tinued to increase and amounted to about
750,000 1b during 1965/66.

3. Improvement of the quality
of dairy products

To further improve the quality of dairy
products the Board appointed a special
committee during 1961. It was found that
the procedures adopted in grading butter
and cheese left much to be desiredand the
Board decided that the grading standards
prescribed in the regulations had to be
strictly apnlied from October 1, 1961,
Steps were also taken to give the primary
producer better guidance in the proper .
handling of the raw materials. The com-
mittee reported during 1962 and the Board
decided on a number of measures to effect
further improvements in the quality of
dairy products. To give effect to some of
these measures the grading regulations
for butter and cheese were revised and
came into operation on 1 October 1962,

4. Hostel scheme for cheese

To promote the consumption of cheese
among school children this scheme pro-
vides that cheese may be purchased by
provincial and other state-supported
boarding schools at 2c a pound less than
the current wholesale prices. In spite of
periodic increases in the price of cheese;
sales amount to about 300,700 1b a year.
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5. The sale of butter and cheese
in rural areas

Investigations proved that the rural
areas which represented a large potential
market, were not catered for properly.
It appeared that the position might be im-
proved by the introduction of free delivery
services to retailers in these areas. The
matter had, however, to be approached with
circumspect since free deliveries in the
sparsely populated areas where transport
facilities left much to be desired, would
be a costly undertaking and the appoint-
ment of additional agents would complicate
the administration.

After a further investigation by an ad
hoc committee the Board decided during
1965 on the appointment of 10 additional
agents who could cater mainly for the rural
areas and in principle the following cen-
tres were approved: Bonnievale, Lady-
smith, Welkom (2), Potchefstroom (2),
Pietersburg, Vereeniging and Nelspruit
(2). At the same time the agency agree-
ments between the Board and its agents
were amended and tc each agent in a
centre a part of the neighbouring rural
area was allocated, to be supplied with
butter and cheese, in such manner that
retailers in these areas would not incur
delivery costs. These steps to improve
delivery to rural areas were, however,
only finalised recently and it is not possi-
ble to indicate what the outcome will be.

15

CONCLUSION

From the foregoing it is clear that the
Board has encouraged the consumption of
dairy products to such an extent and has
improved its marketing organisation so
greatly, that a record output equal to that
of the 1960/61 season could be handled
with confidence and without disruption.
The prices of dairy products, particularly
butter, are at present as a result of in-
creased production costs so high that a
decrease in effective consumption is an-
ticipated should any further increases be
made, or if the slightest recession in
current economic conditions shouldoccur.

The dairy industry which by its nature
is very sensitive to weather conditions, is
at present experiencing a very favourable
season and output is very encouraging. At
current costs of production the industry
will find it difficult to absorb price re-
ductions and the efficiency of the primary
producer must be raised to a sufficient
extent to meet future downward price ad-
justments without dislocation. South Af-
rica's backwardness in the dairying field,
as illustrated inter alia in the exception-
ally low milk production per cow in com-
parison with other countries, can only be
corrected through research into the fac-
tors which hamper greater efficiency in
milk production - and active steps to eli-
minate these problems.




