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Justin Chadwick (2 May 2008)



                                               Citrus Growers Association (CGA)
QUOTE OF THE DAY: "Suppose you were an idiot and suppose you were a member of Congress. But I repeat myself” Mark Twain
CONGRATULATIONS
Hearty congratulations to Paul and Naomi Hardman on the birth of a son – Matthew!! 
FOOD SHORTAGE
Food shortages and spiraling food prices have caused riots and protests from Bangladesh to South Africa – with many international organizations stepping in to find out the reasons, and to work on solutions. The real question is – is this a temporary shortage caused by weather related crop failures? Or is it a long term trend caused by increases on the demand side? A friend of mine who works in the World Bank in Washington told me that they had a presentation by their food experts that revealed that the food shortage is a temporary “bubble” and will not be long term. Their records show that, contrary to popular opinion, China and India are not consuming more grains and rice, nor is there an increase in consumption of meat and dairy products (which is said to consume more grain in there production). However, the diversion of grains from food to fuel is definitely having an influence on supplies – and is also being exposed as detrimental to the environment!!! More carbon is emitted in the production of ethanol from grains than is saved by using less petrol/diesel. The only product that has a carbon beneficial ratio is ethanol from sugar cane.
I have another theory about food price increases. Firstly, this is a structural adjustment and is a correction in food prices to where they should be. For years food prices lagged inflation – and consumers got used to cheap foods. In Europe and the UK more food is thrown away than is consumed in the developing countries (according to some reports). Why? Because it is so cheap that it is worth nothing – it is disposable. In some cases the cost of the label and packaging is more than the cost of the product inside the package. In developing countries most households spend over 50% of disposable income on food – in the US and EU it is less than 10%. The rest of disposable income is spent on gadgets, gizmo’s and luxuries. Over the years that food prices lagged inflation, suppliers bore the cost. These suppliers got bigger and bigger to ensure economies of scale, and the smaller suppliers fell by the way. Now we are at a level where even the bigger operators cannot survive at existing price levels, and so prices have to increase. Mr. and Mrs. EU and US had better get used to spending more of their disposable income on food, and cut back on some of the luxuries. 
Secondly – and related to the first, retailers have for years being keeping prices low as they chase big profits (Wal Mart R100 billion – that’s R 100 000 000 000 – profit last year) and seek government favour. I am told that the reason that retailers get such favorable treatment from government (such as the reluctance to fully investigate supermarket anti competitive behavior) is because they keep food inflation in check, keeping people happy and governments in power. In addition to this, retailers have imposed more and more requirements on suppliers – most with cost implications. For years these were absorbed by the supplier sector – but this is no longer possible, and the retailer requirements are now being translated into higher food prices. I have not read anywhere in all the literature on high food prices that retailers are a possible cause – I wonder why.

BACK TO BASICS

During February a number of pack house meetings were held, and different issues discussed – and yet the following report has been received:

“The first fruit arrived in the overseas markets and the first claims already arrived back in the country.  Main reasons are incorrect palletising: strapping, securing sheets, stacking patterns, (carton corners not placed on top deck slats of the pallet) position of corner pieces, quality and dimensions of corner pieces etc. Factors that could have been addressed at pack house level. On arrival in Durban some cartons are wet, and cartons starting to show signs of collapsing.” 
These are all manageable problems, impacting directly on the grower’s bottom line. In addition it is reported that in many cases the ISPM 15 mark is not clear – we have been warned by Department of Agriculture that pallets that have illegible ISPM 15 marks will be rejected – so please take care when taking delivery of your pallets. The shortage of timber may mean that pallet manufacturers take short cuts or use substandard material – be extra diligent when making sure that your pallets are acceptable. 



If you need more information on any of these issues, or if there is anything else that CGA can assist with, please contact us at 031 7652514, or justchad@iafrica.com
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