
will affect producers’ 
ability to stay in business 
and contribute to their 
recovery when climate 
conditions improve.

STEEP RISES IN 
STAPLE PRICES
Based on preliminary retail 
prices for January 2016, 
the cost of the staple food 
basket increased by about 
19% from January 2015 to 
the corresponding period 
this year, and a further 
increase of 10% is expected 
for the first quarter. 

In the longer term, 
surplus production will be 
most effective in reducing 
the cost of food staples 
and curbing food price 
inflation. This could result 
in a decline of more than 
30% in domestic white 
maize prices, despite 
a further projected 
depreciation of the rand 
to more than R17 to the 
US dollar by 2017. In the 
longer term, a favourable 
food price inflation 
outlook will depend on 
a strong and sustainable 
agricultural sector. 

PROJECTIONS 
In 2016, beef production is 
projected to increase 13% 
above the five-year average. 
The strong export demand 
due to the combination of 
firm world prices and the 
weak rand will, however, 
prevent a price decline. 
After the drought, a herd 
rebuilding phase will start. 
This will limit availability 
and result in prolonged and 
significant price increases. 

 The depreciating 
rand has increased 
the cost of imported 
products, but improved 
the competitiveness of 
sectors able to maintain a 
positive trade balance. In 
the beef sector, exports are 
projected to expand almost 
70% year-on-year, albeit 
from a small base. Export-
orientated and irrigated 
produce also stand to 
benefit, as long as access 
to irrigation water is not 
influenced negatively by 
the drought and quality 
standards are maintained.
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While the impact 
of the drought 
on current 

prices is undeniable, the 
depreciation of the rand 
has also had a significant 
effect on all stages of the 
food value chain. This was 
the message that emerged 
from the Bureau for Food 
and Agricultural Policy’s 
recent evaluation of the 
impact of the drought on 
the South African economy. 

THE DROUGHT’S 
IMPACT ON 
AGRICULTURE
Maize, South Africa’s most 
basic food staple, was 
hard hit by the drought 
and significant quantities 
of the grain will have to 
be imported in 2016. 

The drought has been 
catastrophic for extensive 
livestock industries. Beef 
production has therefore 
increased as producers 
cull cattle due to poor 
or insufficient grazing 
and high feed costs. 
Slaughterings have already 
increased 8% year-on-year, 
almost 18% above the 
five-year average. Rising 
export demand has also 
driven feedlot expansion.

After an already below-
average production season 
in 2015, the drought and the 
weak exchange rate have 
had a severe impact on 
South Africa’s agricultural 
commodity prices. 
However, agricultural 
GDP remains above the 
three-year average, and 
according to crop estimates, 
net farm income is likely 
to decline only marginally. 
Reduced yield this season 
will, however, result in a 
significant deterioration 
of this scenario, due to 
prices remaining relatively 
unchanged at import parity 

levels, while production 
volumes decline. This will 
also affect South Africa’s 
trade balance. Sectors 
such as maize and sugar, 
which would normally 
contribute to a positive 
trade balance, will shift 
to a negative net trade 
position in 2016. 

From a 
producer’s 
perspective, the 
current drought 
will not only affect 
this production season, but 
have long-term financial 
and debt implications 
for farming businesses. 

LOOMING FOOD 
INSECURITY
Poor rural comunities 
continue to be dependent 
on household agricultural 
production. It is expected 
that more than 1,2 million 
people will face food 
insecurity due to the 
drought. It is therefore 
critical to support the 
primary agricultural sector 
in its efforts to overcome 
the drought’s short-term 
effects, so ensuring that 
long-term production, 
growth and food security 
are not compromised. 

The National 
Development Plan 
identifies agriculture as a 
sector that could expand 
through intensive, export-
orientated industries, 
which would be key to 
creating jobs in the rural 
economy. Ambitious 
job creation targets will 
require investment in 
irrigation infrastructure, 
and consequently, the 
response to the current 
drought must foster an 
enabling environment 
in which investment can 
flourish. The short-term 
response to the drought 
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BELOW:
Producers are 
presently culling 
cattle due to 
poor grazing 
conditions and 
high feed costs, 
and also to meet 
export demand.
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Despite the ongoing drought and the weak currency, projections for the South African red meat 
industry are not all negative. Increased exports of the commodity could mitigate losses elsewhere.

Mixed outlook for red meat 
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